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AGENDA ITEM #3
November 28, 2006

Action
MEMORANDUM

TO: County Council
FROM: Sonya E. Hcalﬁ:gis]ative Analyst

SUBJECT:  Action: Resolution to approve a franchise agreement for use of the public right-
of-way for Verizon Maryland Inc.

November 22, 2006

At the request of the County Executive, the Council President introduced a resolution on
October 10, 2006 that would grant a new franchise agreement to Verizon Maryland Inc. to use
the public right-of-way for a cable system. This agreement provides that Verizon will pay the
County a franchise fee of 5 percent of annual gross revenue derived from the operation of the
cable system for a 15-year term (© 2-46).

The following individuals are expected to attend the Council meeting: Briana Gowing,
Assistant Vice President External Affairs, Verizon; Lori Edwards, Cable Franchising Manager,
Verizon; Jerry Pasternak, Special Assistant to the County Executive; Jane Lawton, County Cable
Communications Administrator; and Nicholas Miller, outside legal counsel for the Executive
Branch.

~ The final Management and Fiscal Policy (MFP) Committee worksession is scheduled for
November-27. The Committee will provide its final recommendations to the Council at the
November 28 Council meeting.

Since the last Committee worksession, Councilmember Praisner has met with Verizon
representatives several times and has made significant progress in several areas. At the time this
packet went to print, the following issues still had to be reviewed or voted on by the Committee:

1. the timeline for deployment in the expanded service area (Poolesville area shown on
© 49 in blue);. :

2. the definition of “system outage” (Exhibit D I);

3. the process for calculating and submitting call center numbers to the County (Exhibit
DII § B),

4. outside repair deadlines and when the company “commences to respond” to a service
call (Exhibit DII § M);

5. credits for cable service outages (Exhibit D II § O);



issues associated with the PEG channels and digital migration (§ 6.7.5);

the confidentiality of reports and records (§9.3);

notice to the County about communications with regulatory agencies (§ 9.8); and
providing “as built” maps to the County.

0 00 N o

| The Council has held public hearings on all franchise agreements, and a public hearing

on the proposed Verizon agreement was held on October 31, 2006. Testimony is attached on ©
121-152. In addition, the MFP Committee has held three meeting on the proposed franchise
agreement. The last major cable franchise action took place in 2000 with the County approving
& transfer agreement from Prime Communications to Comcast, and the Committee held five
tneetings to review that transfer agreement.

A memorandum from the Office of Cable and Communications Services resbonding to
the questions that were raised at the MFP worksessions is on © 153-166. A draft resolution for
approval of the Verizon franchise agreement is found on © 117-118.

| The Executive recommends approval of the attached franchise agreement (© 1-60).
Under Chapter 49 and 8A of the County Code, the Council has sole authority to grant a franchise
for use of the public right-of-way for a cable system. Notice of the franchise application was
published, and the Executive received a variety of comments before the October 2, 2006
deadline. The Executive conducted a public hearing on the franchise application on September
28, 2006. According to the Executive Branch, the report submitted by the Office of Cable and
(Communications Services (© 61-100) deals with the issues raised by the municipalities and
individuals who testified at the public hearing.

i On February 8, 1996, President Clinton signed the Telecommunications Act of 1996 into

law, which amended the 1934 Communications Act and contained provisions to open
competition between local telephone companies, long distance providers, and cable companies.
Title 1 regulates “information service,” which is defined as “the offering of a capability for
ienerating, acquiring, storing, transforming, processing, retrieving, utilizing, or making available
information via telecommunications, and includes electronic publishing, but does not include any
use of any such capability for the management, control, or operation of a telecommunications
system or the management of a telecommunications service.”' Title II regulates
‘:’telecommunications service,” which is defined as “the offering of telecommunications for a fee
directly to the public, or to such classes of users as to be effectively available directly to the
public, regardless of the facilities used.” Title VI regulates “cable service,” which is defined as
‘ithe one-way transmission to subscribers of video programming, or other programming service,
and subscriber interaction, if any, which is recguired for the selection or use of such video
programming or other programming service.” In addition, the Federal Communications
Commission (FCC) was given the task of developing regulations to implement the Act and has
conducted numerous rulemakings over several years to implement the law.

47 U.S.C. §153(20).
“47U.8.C. § 153(46).
147 US.C. § 522(6).



As a telecommunications company, Verizon is regulated under Title II, which has
allowed the company to deploy its fiber optic system for telephone and intetnet service without a
franchise agreement; however, prior to providing cable service, which is regulated under Title
VI, the company must have a franchise agreement approved by the Council.

Terms of the Franchise Agreement

‘Each County franchise agreement for cable service has key terms that franchisees must
agree to and abide by related to the consideration provided to the County for the right to operate
a cable system, construction requirements, timelines for construction, and customer service
protections. In this memorandum Council staff identifies these major provisions, explains
how the proposed terms may differ from other franchise agreements, and proposes
amendments for the Committee to consider. While specific terms of the proposed franchise
agreement may be different from other agreements, the overall Verizon agreement may be
equitable depending on the final terms of the agreement,

A. Provision of Cable Service

Fach franchise agreement contains terms related to the availability of cable service for
customers. Under the proposed agreement, Verizon is expected to deploy service to residential
consumers on different timelines depending on the service area (©49).

The proposed agreement provides that in the initial service area, Verizon must offer cable
service to a significant number of subscribers within 12 months of the effective date of the
franchise, and to all residences within 3 years. In the middle service area, Verizon must offer
cable service to a significant number of subscribers within 3 years and to all residences within 5
years. In the extended service area, Verizon must offer cable service to a significant number of
subscribers within 5 years and to all residences within 7 years. In the expanded service area,
Verizon must offer cable service to all residences at which such service is requested within 7
years of the date on which the number of households in the area exceeds 6,000 households. This
area is identified on the map in blue and mainly covers the County’s Agricultural Reserve and
Poolesville (© 49).

The Committee and Council staff recommended that the franchise agreement be
amended to identify what constitutes a “significant” number of subscribers to set
benchmarks for deployment. For example, the Anne Arundel County franchise agreement
with Verizon provides that the company will provide cable service “to at least 50 percent of the
residential areas of the initial service area within three years of the effective date”. Verizon has
agreed to the following amendments: '

3.1 Service Area:

3.1.1  Initial Service Area: In the Initial Service Area, the Franchisee shall offer Cable
Service to [significant numbers of Subscribers in] at least fifty percent (50%) of the
residential areas within twelve (12) months of the Effective Date of this Franchise, and
to all residences within the Initial Service Area at which such service is requested




1 within three (3) years of the Effective Date of the Franchise, except as specified in
Section 3.2. -

3.1.2 Middle Service Area: In the Middle Service Area, the Franchisee shall offer
Cable Service to significant numbers of Subscribers in residential areas within three 3)
years of the Effective Date of this Franchise, to at least fifty percent (50%) of the
residential areas within the Middle Service Area within four (4) vears of the Effective
Date of this Franchise, and to all residences within the Middle Service Area at which
such service is requested within five (5) years of the Effective Date of [the} this
i Franchise, except as specified in Section 3.2. If Franchisee is unable to reach agreement
| with the City of Rockville to obtain construction permits for the FTTP rietwork under
reasonable terms and conditions, as determined by Franchisee, by December 31, 2007,
these timeframes shall not apply to Franchisee’s provision of Cable Service to residences
i served by Franchisee’s Rockville and Montrose wire centers. Instead, Franchisee shall
offer Cable Service to all residences served by the Rockville and Montrose wire centers
at- which such service is requested within four (4) years of obtaining construction permits
for the FTTP network from the City of Rockville, except as specified in Section 3.2.

!
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; 3.1.3  Extended Service Area: In the Extended Service Area, the Franchisee shall offer

i Cable Service to significant numbers of Subscribers in residential areas within five (5)
4 vears of the Effective Date of this Franchise, to at least fifty percent (50%) of the
!
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residential areas of the Extended Service Area within six (6) years of the Effective Date
of this Franchise, and to all residences in the Extended Service Area at which- such
service is requested within seven (7) years of the Effective Date of the Franchise, except
as specified in Section 3.2. :

‘ Council staff also recommended that the Committee consider eliminating the
requirement that there be 6,000 homes in the expanded service area before service will be
provided in this area. It is likely that this service area will never exceed 6,000 homes, and
therefore this area will never have cable competition. Councilmember Praisner and
Council staff recommended that a threshold number of total County subscribers be
established that would trigger Verizon’s obligation to provide service in the expanded
service area. Councilmember Praisner negotiated the following amendment to § 3.1.4 with
Verizon representatives: '

il 3.1.4  Expanded Service Area: Franchisee shall offer Cable Service to all residences in
; the Expanded Service Area at which such service is requested within [seven (7)] three
| (3) years of the date on which the [number of households in the Expanded Service Area
{ exceeds six thousand (6,000) households] Franchisee attains seventy-five thousand
| {75.000) Subscribers in the Franchise Area. Franchisee shall advise the County in
|
!
l
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writing of the date on which it has attained seventy-five thousand (75.000) Subscribers in
the Franchise Area.
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Under the proposed agreement, Verizon may make cable service available to businesses

at its discretion. In addition, Verizon may refuse to provide cable service in developments or
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buildings that are subject to exclusive arrangements with other providers or if the company is
unable to provide cable for technical reasons.

Other agreements state that the franchisee must make cable service available to all
persons including residences, businesses, and other legal entities, within the franchise area,
including owners or occupants of multiple dwelling units who request cable service, except for
multiple dwelling unit buildings where the operator cannot legally obtain access or cannot reach
an agreement for access after good faith negotiations with the building owner.

At Councilmember Praisner’s request, Verizon representatives have agreed to issue
a letter stating that, “If Verizon offers a cable service product to business customers in any
other local franchise authority, Franchisee shall, within 12 months, also make cable service
available to all businesses in Montgomery County (for which the FTTP Network is not
subject to unbundling obligations).” ’

The Committee and Council staff recommended that the franchise agreement be
amended to make it clear that multiple dwelling units are included in the deployment
schedule, except where the company cannot legally obtain access or cannot reach an
agreement for access after good faith negotiations with the building owner. Verizon
representatives agreed to the amendment below (§ 3.2.2).

Density Requirement: Franchisee shall make Cable Services available to residential
dwelling units, including multiple dwelling units. in all areas of the Initial Service Area,
the Middle Service Area, and the Extended Service Area where the average density is

equal to or greater than the following
* * *

Other agreements also contain line extension requirements which provide that the
operator must extend its cable system within a reasonable time (but not to exceed 90 days) to
provide service to any person or business in the franchise area upon request at no charge, other
than any applicable installation fees for the individual subscriber’s drop, as long as the following
conditions are satisfied: (A) the new subscriber requesting service is located 400 feet or less
from the termination of the cable system; and (B) the number of dwelling units to be passed by
the extension is equal to or greater than 15 per mile measured from any point on the system. If
the subscriber’s residence does not meet the requirements in (A) the operator can require the
subscriber 10 pay the cost of any line extension in excess of 400 feet. If the subscriber does not
meet either requirement the operator must extend service based on an equitable and reasonable
cost-sharing arrangement with affected potential subscribers.

City of Rockville

The boundaries of Verizon’s wire centers do not correspond to the City of Rockville or
County boundaries. The City of Rockville is served from three different wire centers: Rockville,
Montrose, and Gaithersburg. The King Farm area is served out of the Gaithersburg wire center.
The Rockville and Montrose wire centers are included in the middie service area and the
Gaithersburg wire center is included in the extended service area. '
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! Representatives from the City of Rockville have expressed concerns about the location of
the Fallsgrove area. Staff has confirmed with Verizon that the Fallsgrove area and its residents
are served by the Rockville wire center. The City of Rockville continues to negotiate with
Verizon about permitting issues and will inform the County about further developments in the
riegotiations.

Cable Drops for Public Facilities
f The proposed agreement provides that Verizon will instail and operate a maximum of
]!00 free drops for buildings used for public purposes that are designated by the County over the
term of the franchise, provided that the County pays for drops in excess of 300 feet. The
company has also agreed to provide 27 drops for the municipalities. In return for the County
waiving its right to add additional locations over the term of the agreement, Verizon has agreed
to pay the County $1 million ($200,000 within 30 days of the effective date and $200,000 per

year over the next 4 years).

! Other agreements provide that upon the County’s request, the franchisee must without
charge install one activated outlet at County designated facilities including public and non-profit
educational institutions; County, State, municipal, or agency buildings; facilities owned by or
leased to the County; non-profit health care institutions with patient beds; and multi-purpose
community centers. The franchisee must provide the highest tier service that contains basic
service, and any equipment necessary to receive such service, free of charge to those facilities.
The operator may provide higher levels of service at such facilities free of charge.

' Verizon’s franchise agreements in Anne Arundel and Fairfax County provide for drops to
public buildings as designated by each LFA. In addition, the Fairfax County agreement provides
that the LFA can ask for additional drops during the term of the franchise. The proposed Prince
(George’s County agreement provides for unlimited drops provided that the trunk or feeder lines
are within 250 feet of a facility.

|

| The Committee discussed cable drops for public facilities and agreed that the $1
million for additional drops should be protected in the Cable Fund for this specific purpose
and should not be transferred to the General Fund for other uses. Executive Branch staff

aggreed to keep this money in the Cable Fund for this purpose.
Ii. System Operatidn, Construction, and Maintenance

The Verizon agreement states that the company will provide system tests to ensure that it
is in compliance with the franchise agreement and to determine that cable system components
are operating as required. This includes proof of performance tests as required by the FCC and
special proof of performance tests based on subscriber complaints. The County has the
opportunity to observe these tests.

i Since the Verizon build-out is subject to Title II regulation, detailed provisions associated
with construction are not a part of the proposed franchise agreement. For example, other
agreements require that the public receive notice one week prior to construction in at least two

|
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ways (i.e. telephone, in person, mail, flyer distribution, newspapers, or another manner
reasonably calculated to provide adequate notice).

Other agreements also provide that, at least 90 days prior to the date of initial
construction in each initial franchise area and the extended franchise area, the operator must
deliver a detailed architectural design plan to the County and a construction manual. Periodic
Progress reports on construction are required. Mid-term technical reviews are also required once
during the eighth and ninth year of the franchise agreement when the County reviews the
operator’s cable system. The purpose of this review is to evaluate the technical performance
capabilities of the operator’s system to determine whether to require a system to perform
upgrades to conform with technical improvements commonly used in the industry and available

on similar systems.

The Committee discussed when Verizon would provide “as built” maps to the
County, so inspectors could inspect finished construction in the County’s right-of-way.,
Verizon provides these maps to other LFAs such as Anne Arundel County as required by
county law. Verizon has strongly objected to providing copies of “as built” maps for the
County to maintain in a GIS database; however, it has proposed the following amendment
to Section 9.13.9:

The Franchisee shall maintain accurate maps and improvement plans which show the
location, size and a general description of all facilities installed in the public ways and
any power supply sources, including voltages and connections. Maps shall be based on
post-construction inspection to verify location. Verizon shall make these maps and plans
available for jnspection by the County upon reasonable prior notice at mutually
convenient locations including in the field.

The Committee should also note that Councilmember Praisner informed Verizon
that she will be working on a right-of-way ordinance subsequent to the passage of the
franchise agreement, and asked Verizon representatives for assurances that they will
comply with all future County laws dealing with providing “as built” maps. Verizon
representatives stated that they will comply with all County laws governing the right-of-
way, while reserving all of their rights and remedies. ‘

All agreements provide that cable operators must maintain motorized standby power
generators capable of at least 24 hours of power at the headend and a battery back-up power
capability of at least four hours for all system hubs with automatic response systems to alert the
system headend when commercial power is interrupted.

C. Channels and Facilities for Public, Educational, and Government Use

Under the proposed agreement, Verizon will provide a grant of three percent of its gross
revenues to the County for the Public, Education, and Government (PEG) channels and
institutional network capital expenses. Verizon will provide the County with eleven PEG
channels. In addition, within 90 days of the County’s request, the company will provide two
dedicated, analog access channels, bringing the total number of channels to 13. Section 6.7.5
also provides that if the capacity set aside for PEG use is subdivided or compressed (for



example, migrated from analog to digital transmission) and results in multiple transmission
paths, the franchisee must provide the County with 13 additional PEG channels, which would
bring the total number of PEG channels to 26.

The company can not arbitrarily change channel assignments. If the channel lineup is
changed within 30 days of the effective date of the agreement, the company must give 90 days
notice, if commercially practicable, but no less than 45 days notice to the programmer and must
pay the County $50,000 to defer the costs of making logo changes. After that time, any changes
made to the channel lineup still require notice but payment amounts are based on a sliding scale.

Other agreements provide for at least 13 analog video access channels for PEG use. At
its own expense, the operator must interconnect its system and must make available up to 10
percent of the system’s total downstream digital capacity for PEG use (the “Digital Set-aside™)
subject to a limit of 25 channel equivalents for PEG purposes only. Channel assignments should
not be changed unless there is good cause, and the entity responsible for managing the access
channel must consent to the change. The operator must provide six months notice to the County,
and the entity responsible for the affected PEG programming, prior to any change and must
reimburse the County and/or PEG users for any costs incurred for purchasing or modifying any
equipment or for making logo changes.

In the Anne Arundel County franchise agreement, Verizon agreed to provide four PEG
channels plus one additional channel, if the State acts to permit the broadcasting of court

proceedings. Verizon agreed to provide up to 18 PEG channels in the Fairfax County franchise
agreement. :

Councilmember Praisner discussed issues associated with PEG capacity and
functionality over the term of the franchise agreement with Verizon representatives and
raised concerns about the broadcast quality offered by the company and the ability of the
PEG channels to conduct interactive training sessions for education, public safety, and
homeland security purposes in the future. Section 6.7.6 of the franchise agreement provides
that, “All PEG channels shall have at a minimum the same bandwidth, signal quality, and
interactive functionality as federal law may from time to time require for cable service channels.
In the event the County or Participating Municipalities desire additional functionality for one or
more of the channels set aside for PEG use for itself or for a Participating Municipality, the
parties agree to negotiate, in good faith, County proposals on behalf of itself or a Participating
Municipality that would enabile the affected channels to add the desired functionality.”

Capital Grant for Access Equipment and Facilities

All County cable franchise agreements provide that operators must pay three percent of
its gross revenues for use for PEG and institutional network capital expenses as determined by
the County. These payments must be made quarterly.

The Anne Arundel County PEG/I-NET grant is based on a set amount per subscriber, but
in no event shall the franchisee be obligated to make payments that are greater than those of any
other operator providing cable service. The Fairfax County PEG grant is three percent of gross
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revenues. The proposed Prince George’s County agreement contains a 0.18 percent of gross
revenues as an I-NET grant in addition to a PEG grant of three percent of gross revenues.

D. Franchise Fee

All cable operators must pay the County, on a quarterly basis, a franchise fee of five
percent of gross revenues derived from cable service in the franchise area, including any
franchise fee owed to participating municipalities. This payment must be made no later than 30
days following the end: of each calendar quarter. Along with the franchise fee payment,
companies must provide supporting detail on calculations, and the County may audit an
operator’s records. Late payments are subject to a five percent charge. The franchise fee amount
is the same for the Anne Arundel and Fairfax County agreements.

E. Customer Service

Pursuant to the 1992 Cable Television Consumer Protection and Competition Act, the
FCC adopted guidelines for improving the quality of customer service provided by cable
operators. During the last ten years, FCC standards have become boilerplate language in most
local cable franchise agreements. These provisions are found on © 119-120. Council staff
proposed several amendments dealing with customer service issues that begin on page 11.

Installations, Connections, and Other Operator Services

Under the Verizon agreement, standard installations are 200 feet from the serving
terminal or the edge of the property whichever is less. Other agreements have standard
installations at 175 feet or less to the primary outlet. If a drop exceeds this length from the
nearest right-of-way, the operator may charge a subscriber an additional fee for any drop up to
400 feet. In addition, the point of entry into the residence is at the subscriber’s preference when
feasible.

Telephone and Office Availability

As proposed, the Verizon agreement does not require a local cable office in the County,
but the company must provide for the pick up and drop off of equipment with a company
representative or paid mailer. Other agreements provide that an operator must maintain an office
at a convenient location in the franchise area that must be open during normal business hours to
allow subscribers to request service, pay bills, and conduct other business.

The Verizon agreement states that the company must provide a telephone answering
device 24 hours a day and must hire adequate staff to respond to complaints. Other agreements
provide that the operator must maintain at least one local, toll-free, or collect call telephone
access line, which must be available to subscribers 24 hours a day, seven days a week. Trained
representatives must be available to respond to subscribers inquires during normal business
hours.



Prompt Service

The proposed Verizon agreement provides that billing inquires, service, repair, and
inaintenance not involving a service interruption must be acknowledged in 24 hours or before the
end of the next business day, whichever is earlier. All other inquires must be responded to
within five business days of the inquiry. '

In addition, the proposed Verizon agreement provides-that for a service interruption or
other service problem, under normal operating conditions, the company must respond to a
subscriber call within 24 hours, including weekends, of receiving subscriber calls. The company
must begin actions to correct all other cable service problems the next business day after either
subscriber or County notification. The company must complete repairs within 72 hours of the
time the franchisee commences to respond to the service interruption, not including weekends or
when subscriber is not reasonably available for a service call.

Other agreements provide that customer service standards are measured -quarterly based
on FCC guidelines (© 119-120). Other agreements state that repairs and maintenance for service
interruptions and other repairs not requiring work within a subscriber’s premises must be
completed within 24 hours of the time the subscriber reports the problem to the operator or its
representative or the interruption or the need for repairs otherwise becomes known to the
operator. Work on all other requests for service must be scheduled for the next available
appointment, or at a later time mutually agreeable to the operator and the subscriber. In addition,
the operator must use its best efforts to complete such work within three days from the date of the
initial request, except installation requests, provided that the operator must complete the work in
the shortest time possible where, for reasons beyond the operator’s control, the work could not
be completed in those time periods even with the exercise of all due diligence. The failure of the
operator to hire sufficient staff or to properly train staff does not justify the operator’s failure to
comply with this provision.

Other agreements also state that installation requests located up to 400 feet from the
nearest right-of-way must be completed within seven business days after an order is placed, a
Miss Utility marking is made, or at a later time if requested by the subscriber.

Service Times, Appointments, and Maintenance

Other agreements provide that the operator must perform service calls, installations, and
disconnects during normal business hours. The appointment window for installations, service
calls, and other installation activities must be at a specific time or, at maximum, in a four-hour
time block during normal business hours. The operator must make reasonable efforts to schedule
service and installation calls outside normal business hours for the express convenience of the
subscriber. In addition, the operator may not cancel an appointment with a subscriber after the
close of business on the business day preceding the appointment. If the operator’s representative
1s running late for an appointment with a subscriber and will not be able to keep the appointment,
the subscriber must be contacted, and the appointment rescheduled, as necessary, at a convenient
time for the subscriber.
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All agreements provide that staff must be on call to deal with emergency system
maintenance 24 hours a day and under normal operating conditions must provide an immediate
response to system outages 24 hours a day.

Rebate Policies

Under the proposed Verizon agreement, service representatives may issue credits at their
discretion for missed appointments and service interruptions. The company will provide a credit,
upon subscriber request,” when all channels received by a subscriber are out of service for four
hours or more. The company will provide an automatic credit, if a system outage affects all
services for more than 24 consecutive hours. These credits will be issued in an amount
proportionate to the time the service was out and the subscriber’s monthly bill.

Under other agreements, the operator must repair a service interruption as soon as
possible. This obligation is satisfied if the operator offers the subscriber the next available repair
appointment within the 24-hour period following the service interruption, or at a later time that is
convenient for the subscriber. Under normal operating conditions, if a service interruption is not
repaired at the time of the scheduled appointment, the subscriber will receive a credit of 10
percent of the subscriber’s normal monthly bill for each 24 hour period, or segment thereof, that
the service interruption continues beyond the scheduled repair call,

Council staff recommended the following amendments to Verizon’s Customer
Service Standards contained in the franchise agreement (Exhibit D, § II © 52-57). The
Committee recommended some of these changes at the last worksession; however, each
item will be discussed at the Committee meeting,

1. System Outage

As currently drafted, a system outage would not occur unless 10 percent of the
subscribers in the entire County were out of service for at least 4 hours. So while the company
may be providing a more responsive credit model because customers are awarded credits
automatically, if a system outage last longer than 24 hours, the threshold number of subscribers
that would have to experience an outage before a credit will be provided will grow exponentially
as service is deployed throughout the County. For example, if Verizon has 100,000 subscribers,
10,000 subscribers would have to be without service for more than 24 hours before an automatic
credit would be provided. If a single fiber distribution unit or wire center were used to identify
outages the company could easily tell which subscribers are without service and provide a credit
based on this information.

Council staff recommends amending the definition of System outage as follows
(Exhibit D I):

System Outage: A Service Interruption affecting at least [ten (10%) of the] 100
Subscribers or all of the Subscribers served by a single fiber distribution unit [in the
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Service Area] lasting at least four (4) continuous hours.
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2. Call Center Compliance Numbers

If Verizon submits all calls received at a regional call center; this could skew the
compliance numbers. These call center numbers are used by the Office of Cable and
Communications Services to determine compliance with FCC standards on a quarterly basis.
The County required a similar provision for Starpower (now RCN) because their initial call
center metrics did not breakout local subscribers. Other franchise agreements provide that these
numbers must be provided solely for County subscribers. Council staff continues to
recommend amending § B to make it clear that the County will not use the entire universe
of Verizon customer service calls to determine compliance with franchise standards.

B. Measurement of the standard in 47 C.F. R. § 76.309(c)(1)(ii) fmay] must include
all calls received by the Franchisee from Montgomery County subscribers at all
call centers receiving calls from Montgomery County Subscribers, whether they
are answered by a live representative or by an automated attendant. The
Franchisee must identify calls received from Montgomery County exchanges. Ifa
local exchange covers more than one County, the Franchisee should use its best

efforts to identify these subscribers in a separate category, and the County will

apportion these calls based on the number of counties a local exchange serves.

Any uncertainty related to a Subscriber’s location will be resolved in favor of the

Franchisee.

Verizon representatives proposed issuing a side letter explaining that their customer
service calls cannot be broken out by geographic jurisdiction or by type of complaint. The
company’s proposed language follows below:

This is to address the County’s concerns about the tracking and reporting of calls
received at its call centers serving Montgomery County customers in order to measure the
standards of Section 76.309(c)(1)(ii) of the FCC’s Rules. Verizon currently tracks
answer time and transfer time metrics for all calls received at the primary Fiber Solution
Center and Encore Center, centers established to handle all FiOS related calls originating
from a defined geographic area. Current systems are not designed to track incoming calls
originating from a subset of the defined geographic area. Verizon continuously reviews
and implements changes to its call center processes and metrics in order to drive
customer satisfaction. Verizon agrees to provide periodic updates to the County on these
changes, upon request. At such time that Verizon implements a system in its Potomac
Region that enables the tracking and reporting of calls received froman individual LFA,
it will implement such tracking and reporting in Montgomery County. Other customer
service metrics reported to the County as required under the cable franchise agreement,
including those related to installations, service interruptions, outages and complaints, will
be specific to Montgomery County customers.

In negotiations with Verizon Councilember Praiser has said that while the side letter
language is useful it does not solve the County’s problem of not being able to isolate call
tenter numbers for County residents to determine compliance with . FECC standards.
Another alternative Councilmember Praisner suggested was holding the company to a
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higher percentage for their call center numbers (such as 95 percent of the time measured
quarterly, instead of the 90 percent currently required) until Verizon provides the call
center reports broken out by County subscribers.

3. Customer Account Executive

As currently drafted it is not clear that customer service representatives are available to
take calls. The Committee and Council staff recommended amending § D, as shown below,
to ensure that customers can reach a customer account executive during normal business
hours at Verizon’s call centers. Verizon representatives agreed to this amendment.

D. The Franchisee shall employ an operator or maintain a telephone answering
device twenty-four hours per day, each day of the year, to receive Subscriber
complaints. During normal business hours, company representatives must be
available to respond to customer inquires. After normal business hours. the
Franchisee may use an answering service or a machine so long as calls are
answered the next business day. The Franchisee must hire sufficient staff so that
it can adequately respond to customer inquires, complaints, and requests for

service in its office, over the phone, and at the Subscriber’s residence.

4. Local Business Office

As currently drafted the franchise agreement does not require a local business office in
the County. Anne Arundel County’s franchise law requires that a franchisee with 45,000 or
more subscribers in the county must have at least one local office located in the county, or with
the information technology officer’s consent, another convenient location that is open during
normal business hours to accept bill payments, service requests, and complaints, and for
distribution and acceptance of equipment. Council staff recommends amending § E to
require that Verizon maintain a local business office in the County when the company
reaches 50,000 subscribers. Councilmember Praisner has negotiated the amendment below
with Verizon representatives. '

E. There shall be a location within the Franchise Area that shall be open and
accessible to the public to make payments and to pick up or drop off equipment.

In order to allow the Franchisee to efficiently pick up equipment and for
Subscribers to easily drop off the Franchisee’s equipment, the Franchisee may

. satisfy the foregoing pick up and drop off requirement by having a Franchisee
representative go to the Subscriber’s residence, by using a pre-paid mailer, or by
establishing a local business office in the County, provided, however, that when
Franchisee attains a minimum of fifty thousand (50,000} Subscribers in the Franchise

Area, Franchisee shall establish a location in the Franchise Area that shall be open

during normal business hours to allow subscribers to request service, pay bills and
conduct other business with the Franchiseg:.' Any physical location required under
this paragraph shall be accessible to persons with disabilities and shall be in
compliance with the Americans with Disabilities Act and any applicable laws of the

State of Maryland.
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5. Call Answer Times

As currently drafted, the franchise agreement does not make it clear that Verizon will
have to abide by FCC guidelines related to call answer times. The Committee and Council
staff recommended amending § G to ensure that Verizon complies with FCC guidelines
related to call answering times. Verizon representatives agreed to this amendment.

G. The Franchisee shall maintain a publicly-listed, local toll-free telephone number
that shall be available to Subscribers to request service calls, twenty-four hours
per day, each day of the year. Franchisee shall have TDD/TTY (or equivalent)
equipment, and a publicly listed telephone number for such equipment, that will
allow hearing impaired customers to contact the Franchisee. Under normal
operating conditions, cable system calls must be answered including the time a
caller is put on hold, within 30 seconds after the connection is made. If the call is

e e A ol 22 M wilill o

transferred to a customer service Iepresentative, the transfer may not exceed 30

—— e e M

seconds. Under normal operating conditions. a cable system customer may
receive a busy signal no more than three percent of the time. Although no special
equipment is required to measure telephone answering and hold time, the
franchisee should use jts best efforts to document compliance.  These

requirements must be met 90 percent of the time, measured quarterly.

6. Response to Service Interruptions

As currently drafted, the franchise agreement does not have an adequate definition of
what “respond™ means for a service interruption or other service problem. The Committee and
Council staff recommended amending § L, as provided below. Verizon representatives
agreed to this amendment,

L. Under Normal Operating Conditions, the Franchisee must Respond to a call from
a Subscriber regarding a Service Interruption or other service problems within the
following time frames: :

(1) The Franchisee must begin work on a Service Interruption {Within] within
twenty-four (24) hours, including weekends, of receiving a [subscriber calls]
subscriber’s call [respective Service Interruptions in the Service Area]
reporting a Service Interruption or the need for repairs otherwise become
known to the Franchisee.

(2) The Franchisee must begin actions to correct all other Cable Service problems
the next business day after notification by the Subscriber or the County of a
Cable Service problem.
7. Repair Time

“Respond” is defined as the franchisee’s investigation of a service interruption by
receiving a subscriber call and placing the service repair request into the automated repair
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response system, and if required, taking action. Under this definition a subscriber could call in
on Monday to report a system interruption, and if a call center representative does not put this
information into the system until Friday, the clock would not start until the complaint was filed
in the system. Council staff recommends amending § M to make it clear that repairs must
be completed within 72 hours from the time the franchisee is notified about a service
interruption, not from the time the franchisee “commences to respond”. Verizon does not
agree with the proposed amendment. Council staff recommends the following
amendment:

M, Under Normal Operating Conditions, the Franchisee shall complete
repairs within seventy-two (72) hours of the time the Franchisee [commences to
Respond to the] is notified about a Service Interruption, not including weekends
and situations where the Subscriber is not reasonably available for a Service Call
to correct the Service Interruption within the seventy-two (72) hour period.

8. Credits

As currently drafted, Verizon representatives may issue credits “at their sole discretion”.
The Committee and Council staff recommended deleting this phrase in § N, which relates
to when customer service representatives will issue service credits for missed appointments
and service interruptions. Verizon representatives agreed to this amendment.

In addition, as currently drafted a subscriber would not receive credit unless service is out
on all channels for four consecutive hours or more. The Office of Cable and Communications
Services reports that most outages do not occur on all channels for four consecutive hours or
more, and that a subscriber generally experiences problems with a group of channels (i.e.
premium channels). Service interruption is defined as the loss of picture or sound on one or
more cable channels, and this is the standard that Council staff recommends using to determine
when a subscriber is eligible for a credit. The definition of service interruption is consistent with
FCC guidelines. Councilmember Praisner has discussed this amendment with Verizon, and
the company does not agree with this recommendation. Council staff recommends
amending § O to require credits for service interruptions.

0. Under Normal Operating Conditions, the Franchisee shall provide a credit upon a
Subscribet’s request for a Service Interruption [upon Subscriber request when all
Channels received by that Subscriber are out of service for a period] of four (4)
consecutive hours or more. The credit shall equal, at a minimum, a proportionate
amount of the affected Subscriber(s) current monthly bill. In order to qualify for
the credit, the Subscriber must promptly report the problem and allow the
Franchisee to verify the problem if requested by the Franchisee. If Subscriber
availability is required for repair, a credit will not be provided for such time, if
any that the Subscriber is not reasonably available.

Another option is to replace this section with the following language, which is found
in other County franchise agreements: :
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Under normal operating conditions, if a service interruption is not repaired at the
time of the scheduled appointment, the subscriber will receive a credit of 10
percent of the subscriber’s normal monthly bill for each 24 hour period, or
segment thereof, that the service interruption continues bevond the scheduled
repair call. ‘

9, Hours of Service

As currently drafted, the franchise agreement references appropriate daylight available
hours for providing service calls and that these time restrictions do not apply to weekends. Other
franchise agreements provide no restrictions on when service appointments can be conducted.
Councilmember Praisner discussed this issue with Verizon representatives. Council staff
recommends amending § IIAA(2) to delete references to appropriate daylight hours and
weekends. Verizon representatives agreed to this amendment.

The Franchisee shall perform service calls, installations, and disconnects at least during
Normal Business Hours. The Franchisee will offer a Subscriber “appointment window”
alternative for arrival to perform installations, Service Calls and other activities of a
maximum four (4) hours scheduled time block [during appropriate daylight available
hours, usually beginning at 8:00 AM unless it is deemed appropriate to begin earlier by
location exception]. At the Franchisee’s discretion, the Franchisee may offer Subscribers
appointment arrival times other than these four (4) hour time blocks, if agreeable to the
Subscriber. [These hour restrictions do not apply to weekends.)

I5. Employment, Training, and Procurement Requirements

All agreements state that the operator must not discriminate in its hiring practices and
must employ procurement practices consistent with the County’s Minority, Female and Disabled
Persons Program. Franchisees must report annually on this issue.

G. Reports and Records

Under the proposed Verizon agreement, upon no less than 30 days notice, the County has
the right to inspect and copy at any time during normal business hours and on a nondisruptive
basis at a mutually agreed upon location in the County, all books and records related to the cable
system. The notice to the provider must specify the reason for the review.

Other agreements provide that the County has the right, upon reasonable notice, to
inspect and copy at any time during normal business hours all books, receipts, maps, plans,
financial statements, etc. In addition, the operator must submit quarterly construction reports to
the County and each participating municipality in which construction was performed during that
quarter. The operator must submit updated as-build system design maps to the County, within
60 days of the completion of system construction in any geographic area.
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Records Required

The Verizon agreement provides that the company must issue a quarterly report starting
six months after cable service is available on a commercial basis directly to multiple subscribers
in the franchise area and for each calendar quarter during the term of the agreement, which
reports the number of service calls received and resolved during the quarter, including any
property damage and line extension requests. Once the franchisee reaches 50,000 subscribers, it
must submit a report showing the number of outages for that quarter, and identifying each
planned subscriber outage lasting more than one hour at a time. The company must also submit
a report showing performance with respect to all applicable customer service standards in the
agreement, the reason for noncompliance, and any remedial action plans. |

Other agreements state that operators must maintain records of all complaints received,
plans, as-build system design maps, records of outages, records of service calls, records of
installation/reconnection, and service requests. The operator also must maintain a public file
showing its plan and timetable for system construction. Copies of these documents must be
provided to the County upon request, and the County may require additional information, records
and documents from time to time.

Councilmember Praisner discussed this issue with Verizon representatives. Council
staff recommends amending § 9.3 dealing with corporate records to make it clear that the
County must also find that the information provided to the County is confidential and
proprietary as provided by the Maryland Public Information Act. This amendment is
consistent with the County’s authority under Maryland law.

Insofar as Maryland law permits and in accordance with the Maryland Public Information
Act, the County shall take reasonable steps to protect the proprietary and confidential
nature of any books, records, Service Area maps, plans, or other County-requested
documents that are provided pursuant to this Agreement to the extent they are designated

as such by the Franchisee.

Councilmember Praisner also discussed amending § 9.8 to ensure that the Office of
Cable and Communications Services receives copies of all regulatory agency filings
pertaining to the County. Council staff recommends the following amendment:

Within fifteen (15) days, the Franchisee shall file with the County a copy of any.
document filed by the Franchisee with a regulatory agency [(other than publicly available
information) that materially and expressly] or received by the Franchisee from a
regulatory apency that pertains to and references the County with respect to the provision
of Cable Service or any document filed by the Franchisee with the FCC or received from
the FCC in a formal cable proceeding. _

Verizon has offered the following alternative amendment:

Within fifteen (15) days, the Franchisee shall file with the County a copy of any
nonconfidential document filed by the Franchisee with the Federal Communications
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Commission in any formal proceeding under the Media Bureau (or any successor bureau
responsible for cable issues) with respect to the provision of Cable Service. In addition
within fifteen (15) days, the Franchisee shall file with the County a copy of any document

filed by the Franchisee with a regulatory agency that expressly references the County
with respect to the provision of Cable Service.

Performance Evaluation

Other agreements state that the County may at its discretion hold performance evaluation
sessions every three years related, but not limited, to system performance and construction,
compliance with cable law and the franchise agreement, customer service and complaint
response, and subscriber privacy issues.

H. Insurance and Indemnification

Each franchise agreement has requirements related to insurance that companies must
maintain. All of these agreements are the same except Verizon has an additional $1 million
coverage requirement for broadcasters liability coverage and a requirement for copyright
infringement insurance ($2 million).

All agreements also indemnify the County, County representatives, and municipalities
from all claims, suits, causes of action, or judgments arising out of the installation, construction,
operation, or maintenance of the cable system. The Verizon agreement exempts PEG
programming from indemnification.

1. Enforcement Provisions

Most agreements require the posting of a $2 million performance bond to ensure that
operators perform their obligations under the franchise agreements. The County may not attempt
to collect under this bond uniess 30 .days have passed since the County provided a franchisee
with written notice of its intent to collect under this bond. The County may draw on this amount
for any and all damages, losses, costs, and expenses incurred from the failure of the franchisee to
comply with material provisions of the agreement, to pay fees, penalties, or liquidated damages.

The proposed Verizon franchise agreement contains provisions dealing with posting
a performance bond. The County Attorney’s Office and Verizon could not agree on the
final bond form and have instéad agreed to substitute a letter of credit for a performance
bond. Amendments have been made throughout § 13.5 referencing a letter of credit
instead of a performance bond.

In extreme cases, the County may take action to terminate or revoke a franchise
agreement: The Council recently repealed the County’s ability to reduce the duration of franchise
agreements. Although the County never reduced the term of a franchise agreement, this change
limits the County’s enforcement options to fines and franchise revocation or termination and
arguably makes the liquidated damages provisions even more important.
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In the Verizon agreement, liquidated damages are capped at $100,000 per year; however,
the company may pay any amount in excess of the liquidated damages cap. This agreement also
provides various cure periods for different violations. In addition, the customer service
telephone answering times, call transfer times, and excessive busy signal fines are on a sliding
scale based on the percentage of calls outside of mandated FCC guidelines. The Anne Arundel
and Fairfax County agreements cap liquidated damages at $50,000 annually,

Other agreements do not cap liquidated damages and contain a $400 per day penalty for
cach day that a franchisee fails to submit any required plans indicating expected dates of
installation of various parts of the system. In addition, fines are assessed for any violation of
customer service standards at a rate of $200 per day regardless of how close franchises are to
meeting percentages for call answering times.

J. Other Amendments

The Council recently passed Expedited Bill 40-06, which made several amendments to
Chapter 8A of the County Code. The Committee and Council staff recommended the
following amendments to ensure that the franchise agreement mirrors changes made to the
County’s Cable Law. Verizon representatives agreed to these amendments.

Amend the definition of subscriber in § 1.33.

Subscriber: [A] Any Person who [lawfully receives Cable Service on the Cable System.
means any person who] is lawfully receiving, for any purpose or reason, any cable
service, whether or not a fee is paid for that service.

Amend the report language in § 9.10.4.

A statement of Gross Revenues for the previous calendar or fiscal year, certified by the
Franchisee’s financial agent, including a year-end balance sheet and an income statement
showing Subscriber revenue and every material category of non-Subscriber revenue; and
operating expenses by category, at whatever operating level such records are kept; which
obligation may be satisfied by submitting the Franchisee’s certified and audited financial
statements prepared for the Franchisee’s bondholders or equivalent financial document
acceptable to the County;

Amend the transfer language in § 11.9.3.2.

A sale of ownership or other interest in an entity controlling the Franchisee, either
directly or indirectly, [unless the sale occurs before he Franchisee has completed buildout
of its cable system as promised in the Franchise Agreement;] if the successor controlling
entity commits in writing that it will not take any action to impede the franchisee from
satisfying all obligations under the Franchise agreement, including but not limited to
completing a system buildout;

Amend the transfer language in § 11.9.4.

The sale or transfer, directly or indirectly, of an existing or newly created equity interest
in the Franchisee that does not result in a transfer of control of the Franchisee.
Notwithstanding, the following transactions do not constitute a Transfer of an Interest,
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[provided] if the Executive or a designee finds that the Franchisee fresponds] has

—_— e = e B

responded completely to all information requests by the County:

Amend Exhibit D § C

This provision deals with rate changes and the language “in a manner approved by the

County” needs to be deleted so this section is consistent with the chan

made to Chapter 8A of the County Code.

This packet includes:
Memorandum from the County Executive

Proposed Franchise Agreement

Exhibit A -~ Participating Municipalities

Exhibit B — Service Area & Map .

Exhibit C — PEG Channels

Exhibit D — Customer Service Standards

Exhibit E — Model Bond (to be attached)

Exhibit F — Model Letter of credit (to be attached)

Exhibit G - Franchise Fee Schedule/Report

Report on the Proposed Agreement from the Cable Office

Letter from Ashpaugh & Sculco, CPAs, PLC, September 18, 2006
i£xhibit 1- Proposed Rates

Exhibit 2 — Pro Forma Financials (redacted)

Exhibit B — Technical Report from Columbia Telecommunications Corporation
Proof of Publication

Draft Resolutions

FCC Guidelines

Testimony

Questions & Answers from 10/30/06 Committee worksession
Letter from Poolesville
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OFFICE OF THE COUNTY EXECUTIVE
ROCKVILLE, MARYLAND 20850
Douglas M. Duncan

County Executive

MEMORANDUM

October 5, 2006

TO: George L. Leventhal, President
Montgomery Cqunty Council
FROM: " Douglas M. Duncan, County Executive

SUBJECT:  Verizon Maryland, Inc. Cable Franchise Agreement

['am pleased to transmit to the County Council a proposed Cable Franchise Agreement
with Venizon Maryland, Inc. for the provision of cable television service in Montgomery County. 1
recommend that the Council grant a franchise to Verizon.

Executive staff have reviewed Verizon’s application for a franchise, met with
representatives of the participating municipalities, and conducted a heanng to receive public comment.
The attached report from the Office of Cable and Communications Services, Department of
Technology Services, addresses the issues and concerns with the proposed agreement raised by the

partictpating municipalities and others who either testified at the hearing or submitted written
comments. :

In reviewing the documents and testimony, and as set forth in the Cable Office Report,
| have focused on (i) the legal, financial, technical and character qualifications of the proposed
franchisee, (i) whether the agreement will have an adverse impact on services and (iii) whether the
agreement is contrary to the public interest. Based on all of the materials, I am satisfied that the
proposed agreement is in the best interests of the County and its residents.

Thus ts also an appropriate time to review provisions of the franchise agreements with
our other cable television providers to see if any adjustments are necessary or appropnate in light of
changes proposed to the Cable Law and the fact that we are entering into a more competitive
environment for the provision of cable television service.

Executive staff will be available throughout your review to assist in your efforts. 1f you

have questions or need additional information, please contact Jane Lawton, Cable Communications
Administrator, at 240-777-3724. : ‘

) LA
DMD;jp 2 e “
Attachments *



Cable Franchise Agreement
by and between
Montgomery County, Maryland
and

Verizon Maryland Inc.

Approved on , 2006




TABLE OF CONTENTS

ARTICLE

I DEFINITIONS ... e
2. GRANT OF AUTHORITY; LIMITS AND RESERVATIONS .....co.ooo.........
3. PROVISION OF CABLE SERVICE ..o
4. SYSTEM OPERATION L...ooii e e,
5. SYSTEM FACILITIES ..ot e
6. PEG SERVICES ...
7. FRANCHISE FEES ..o e,
8. CUSTOMER SERVICE ..o
9. REPORTS AND RECORDS ..ot
10. INSURANCE AND INDEMNIFICATION ..o,
L1 TRANSFER OF FRANCHISE ..o
12. RENEWAL OF FRANCHISE ..o
13. ENFORCEMENT AND TERMINATION OF FRANCHISE ......................
14.

MISCELLANEOUS PROVISIONS ...

EXHIBIT A - PARTICIPATING MUNICIPALITIES
EXHIBIT B - SERVICE AREAS |

EXHIBIT C - PEG CHANNELS

EXHIBIT D - CUSTOMER SERVICE STANDARDS
EXHIBIT E - PERFORMANCE BOND

EXHIBIT F - LETTER OF CREDIT

EXHIBIT G - FRANCHISE FEE SUPPORTING INFORMATION

.................. 42



THIS CABLE FRANCHISE AGREEMENT (the “Franchise” or “Agreement”) is entered
into by and between Montgomery County, a charter county,.duly organized under the applicable
taws of the State of Maryland (the “County”), and Verizon Maryland Inc., a corporation duly
organized under the applicabie laws of the State of Maryland (the “Franchisee”).

WHEREAS, the County is a “franchising authority” in accordance with Title VI of the
Coramunications Act (see 47 U.S.C. §522(10)) and is authorized to grant one or more
nonexclusive cable franchises pursuant to the Montgomery County Code Chapter 8A, as
amended, and Article 25A, Section 5(B) of the annotated Code of Maryland, as amended:

WHEREAS, Franchisee is in the process of installing a Fiber to the Premise Network
(“FTTP Network™) in the Franchise Area and the FTTP Network will occupy the Public Rights-
of-Way within the County, and Franchisee desires to use the FTTP Network once instalied to
provide Cable Services (as hereinafter defined) in the Franchise Area;

WHEREAS, certain tunicipalities located within the County and identified in Exhibit A

herzto (the “Participating Municipalities”) have requested that the County administer and enforce
the terms of their cable franchises: g

WHEREAS, the County and Franchisee have reached agreement on the terms and

conditions set forth herein and the parties have agreed to be bound by those terms and
conditions;

WHEREAS, the County and Participating Municipalities conducted a public hearing and
heard testimony conceming the economic consideration, the impact on private property rights, the
impact on public convenience, the public need and potential benefit, the Franchisee’s financial,
technical, and legal qualifications to provide Cable Service, and other factors relevant to the award

of this Franchise, and the County and Participating Municipalities deem the award of this Franchise
to be appropriate: '

WHEREAS, the County and Participating Municipalities made a finding that, subject to the
terms and conditions set forth herein and in the Cable Law, the grant of a nonexclusive franchise
to Franchisee will enhance the public welfare;

WHEREAS, this Agreement reflects a compromise of disputed views of the parties’ legal
rights and responsibilities, and as such should not be understood or used as precedent in any

other disputes or issues that arise between the parties, or between one of the parties and any third
party, outside the scope of this Agreement; and

NOW, THEREFORE, in consideration of the County’s grant of a franchise to Franchisee,
Franchisee’s promise to provide Cable Service to residents of the Franchise/Service Area of the
County and the Participating Municipalities pursuant to and consistent with the Cable Law,
pursuant to the terms and conditions set forth herein, the .promises and undertakings herein, and

other good and valuable consideration. the receipt and the adequacy of which are hereby
acknowledged,

THE SIGNATORIES DO HEREBY AGREE AS FOLLOWS:



1. DEFINITIONS

Except as otherwise provided herein, the definitions and word usages set forth in
Title 47 of the United States Code, as amended, and, if not in conflict, the Cable Law, are
incorporated herein and shall apply in this Agreement. The words “shall” and “will” are

mandatory, and the word “should™ expresses an expectation, but is not mandatory, and the word

“may” is permissive. In addition, the following definitions shall apply:

I.1.  Affiliate: Any Person who, directly or indirectly, owns or controls, is
owned or controlied by, or is under common ownership or control with, the Franchisee.

1.2.  Basic Service: Any service tier which includes the retransmission of local
television broadcast signals as well as the PEG Channels required by this Franchise.

1.3.  Cable Law: The Montgomery County Code, Chapter 8A.

1.4.  Cable Service or Cable Services: Shall be defined herein as it is defined
under Section 602 of the Communications Act, 47 U.S.C. §-522(6). If during the course of this
Agreement any service is classified to be or not to be a “Cable Service” by a court of competent
jurisdiction in a decision that constitutes a binding legal precedent on the County or Verizon, or
by the FCC in a dectsion that is binding on the County or Verizon, then the term “Cable Service”
as used in this Agreement shall be interpreted in accordance with such decision.

1.5.  Cable System or System: Shall be defined herein as it is defined under
Section 602 of the Communications Act, 47 U.S.C. § 522(7).

1.6.  Channel: Shall be defined herein as it is defined under Section 602 of the
Communications Act, 47 U.S.C. § 522(4).

V7. Communications Act: The Communications Act of 1934, as amended.

t.8.  Contiguous Service Area: The portion of the Franchise Area as outlined
in Exhibit B.

1.9, County: The County of Montgomery, Maryland.

I.10.  Educational Access Channel: Any Channel required by this Agreement to

be designated by the Franchisee for use by the County on the Cable System for educational
purposes.

L.Vt Expanded Service Area. The portion of the Franchise Area as outlined in
Exhibit B.

1.12.  Extended Service Area: The portion of the Franchise Area as outlined in
Exhibit B. '

115, FCC: The Federal agency as presently constituted by the
Communications Act, its designee, or any successor agency.
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L.14. Force Majeure: An event or events reasonably bevond the ability of
Franchisee to control. This includes, but is not limited to, severe or unusual weather conditions,
strike, tabor disturbance, lockout, war or act of war {whether an actual declaration of war is made
or not), insurrection, riot, act of public enemy, fire, flood, or other act of God, and sabotage.

L.15. Franchise Area: The unincorporated area (entire existing territorial limits)
of the County and incorporated areas of the Participating Municipalities and any area added
thereto during the term of the Franchise that the Franchisee agrees to serve.

.16, Franchisee: Verizon Maryland Inc. and its lawful and permitted
successors, assigns and transferees.

1.17. Government Access Channel:  Any Channel required by this
Agreement to be designated by the Franchisee for use by the County or Participating
Municipalities on the Cable System for governmental purposes.

1.18. Gross Revenue: Any and all revenues, including cash, credits,
property or other consideration of any kind or nature arising from, attributable to, or in any way
derived directly or indirectly by the Franchisee, its Affiliates, or by any other entity that is a
cable operator of the System, from the operation of the Franchisee’s Cable System (including
the studios and other facilities associated therewith) to provide cable services. Gross
Revenues include, by way of illustration and not limitation, monthly fees charged
Subscribers for any basic, optional, premium, per-channel, per-program service, or cable
programming service; installation, disconnection, reconnection, and change-in-service fees;
leased channel fees; late fees and administrative fees; fees, payments, or other consideration
‘received from programmers for carriage of programming on the System; revenues from rentals or
sales of Converters or other equipment; any studio rental, production equipment, and personnel
fezs; advertising revenues; barter: revenues from program guides; revenues from the sale or
carriage of other Cable Services; and revenues from home shopping channels and other revenue
sharing arrangements. Gross Revenues shall include revenues received by an entity other than
the Franchisec, an Affiliate, or another entity that operates the System where necessary to
prevent evasion or avoidance of the obligation under this Agreement to pay the franchise fee.
The County acknowledges that Verizon maintains its books in accordance with generally
accepted accounting principles. However, Gross Revenue shall not include:

[.18.1. 'Revenues received by any Afﬁliate or other Person from

Franchisee in exchange for supplying goods or services used by Franchisee to provide Cable
Service over the Cable System;

1.18.2.  Bad debts written off by Franchisee in the normal course of its

business, provided, however, that bad debt recoveries shall be included in Gross Revenue during
the period collected;

1.18.3.  Revenues later refunded or rebated to Subscribers;

[.18.4.  Revenues wholly generated by services that are defined herein
as Non-Cable Services;

1.18.5. Third-party revenues derived from the sale of merchandise
over home shopping channels carried on the Cable System, regardless of whether the revenues



are collected by the third party or collected by the Franchisee on behalf of, and remitied back to,
the third party; and revenue of the Franchisee from its sale of merchandise over home shopping
channels carried on the Cable System if the merchandise is unrelated 10 the operation of
Franchisee’s Cable System o provide Cable Service in the Franchise Area:

1.18.6.  Revenues from the saie of Cable Services on the Cable System to a
reseller, when the reseller pays the cable Franchise Fees on the resale of the Cable Services;

[.18.7.  Any tax of general applicability imposed upon Franchisee or upon
Subscribers by a city, state, federal or any other governmental entity and that Franchisee is
required to collect and remit to the taxing entity (including, but not limited to, sales/use tax,
gross receipts tax, excise tax, utility users tax, public service tax, and communication taxes);

1.18.8.  Any franchise fees for Non Cable Services:

1.18.9.  The provision of Cable Services to customers without charge,
including, without limitation, the provision of Cable Services to public institutions as required or
permitted herein, provided, however, that such foregone revenue which Franchisee chooses not

to receive in exchange for trades, barters, services or other items of value shall be included in
Gross Revenue; :

1.18.10. Revenues from sales of capital assets or sales of surplus
equipment,

E18.11. Program launch fees not paid directly to Franchisee; and

[.18.12. Directory or Internet advertising revenue including, but not
limited to, yellow page, white page, banner advertisement and electronic publishing.

1.19.  Information Services: Shall be defined herein as it is defined under
Section 3 of the Communications Act, 47 U.S.C. § 153(20).

1.20.  [Initial Service Area: The portion of the Franchise Area as outlined in
Exhibit B.

1.21. Middle Service Area: The portion of the Franchise Area as outlined in
Exhibit B.

.22, Non-Cable Services: Any service that does not constitute a Cable Service.

1.25. Normal Business Hours: Those hours during which most similar
bustnesses in the community are open to serve customers. In all cases, “normal business hours™
must include some evening hours at least one night per week and/or some weekend hours.

1.24. Normal Operating Conditions: Those service conditions which are within
the control of the Franchisee. Those conditions that are not within the control of the Franchisee
include, but are not limited to, Force Majeure events. Those conditions that are within the
control of the Franchisee include, but are not limited to, special promotions, pay-per-view

events, rate increases, regular peak or seasonal demand periods, and maintenance or rebuild of
the Cable System. See 47 C.F.R. § 76.309(c)(4)(ii).
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.25, Participating  Municipalities (and individually a  “Participating
Municipality”): Additional franchising authorities which have agreed 1o have the County
administer and enforce this Agreement within their corporate limits, which have signed and

entered into this Agreement with the conseat of Franchisee, and which are identified in Exhibit
A

1.26. PEG. Public, Educa[ional, and Governmental.

'1.27. PEG Channels: Refers collectively to all Public Access Channels,

Educational Access Channels, and Government Access Channels that Franchisee is required to
provide under this Agreement.

1.28.  Person: An individual, partnership, assoclation, joint stock company, trust,
or corporation, but such term does not include the County or a Participating Muaicipality.

.29, Public Access Channel: Any Channel required by this Agreement to be
designated by the Franchisee on the Cable System for use by the general public who are residents

of the County, including groups and individuals, and which is available for such use on a non-
discriminatory basis for public access purposes.

1.30.  Public Rights-of-Way: The surface and the area across, in, over, along,
upon and below the surface of the public streets, roads, bridges, sidewalks, lanes, courts, ways,
alleys, and boulevards, including public lands and waterways used as Public Rights-of-Way, as
the same now or may hereafter exist, which, consistent with the purposes for which it was
dedicated, may be used for the purpose of installing and maintaining a Cable System.

1.31.  Service Area: All of the unincorporated area of the County, together
with the areas comprising the Participating Municipalities, all as characterized as in either the

Initial Service Area, the Middle Se_rvice Area, the Extended Service Area, the Expanded Service
Area, and the Contiguous Service Area.

1.32. Service Interruption: The loss of picture or sound on one of more cable

Channels.

1.33. Subscriber: A Person who lawfully receives Cable Service on the Cable
Svstem.

1.34.  Telecommunication Services: Shall be defined herein as it is defined under
Section 3 of the Communications Act, 47 U.S.C. § 133(46).

1.33.  Title {I Title [ of the Communications Act.

1.36. Title VI Title VI of the Communications Act.

t.57. User: Person or organization using a PEG Channe! or equipment and

facilities for purposes of producing or transmitting material, as contrasted with the receipt thereof
in the capacity of a Subscriber.
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L.38. Video Programming: Shall be defined herein as it 1s defined under
Section 602 of the Communications Act, 47 U.S.C. § 522(20).

2. GRANT OF AUTHORITY; LIMITS AND RESERVATIONS

2.1.  Grant of 4 uthority:

2.1.1. Subject to the terms and conditions of this Agreement and
the Cable Law, the County and the Participating Municipalities hereby grant the Franchisee the
right to own, construct, operate and maintain the Cable System in the Public Rights-of-Way within
the Franchise Area for the sole purpose of providing Cable Service. This franchise grants no
authority for Franchisee to use the County’s or Participating Municipalities’ Public Rights-of-Way
for any other purpose unless otherwise expressly provided herein. However, nothing in this
Agreement shall be construed to prohibit Franchisee from offering any service over the FTTP
Network that is not prohibited by Federal or State law provided any requirements for County or
Participating Municipalities’ authorization or registration not inconsistent with federal and state
law are satisfied. The County and Participating Municipalities make no representation or
guarantee that their interest in or right to control any Public Right-of-Way is sufficient to permit
Franchisee’s use, and Franchisee shall gain only those nights to use that are within the County’s
and Participating Municipalities’ power to convey. No privilege or power of eminent domain is
bestowed by this grant; nor is such a privilege or power bestowed by this Agreement.

2.1.2. The Participating Municipalities, having adopted Chapter 8A of
the Montgomery County Code by ordinance (“Chapter 8A™), each have requested that the
County administer and enforce such ordinance within the corporate limits of the Participating
Municipality through one or more County-municipality agreements. The County has agreed to
admiruster and enforce Chapter 8A and the comparable municipal ordinance within the corporate
limits of each Participating Municipality. Therefore, the County has the authority to administer
and enforce Chapter 8A and the comparable municipal ordinance along with this Agreement
within the corporate limits of each Participating Municipality. Termination of any County-
municipality agreement shall not result in termination of this Agreement for either the County or
the Participating Municipality. Upon termination of any County-municipality agreement, the
Participating Municipality shall become responsible for the administration and enforcement of
this Agreement within its corporate limits, and shail be entitled to collect and retain only that part
of the franchise fee due to it for the franchise within its corporate boundaries. After notice to

Franchisee that the County-municipality agreement has been terminated, Franchisee shall
communicate directly with the Participating Municipality. '

2.2, County's and Participating Municipalities’ Regulatory Authority: The
parties acknowledge that the Franchisee intends to provide Non-Cable Services by means of the
FTTP Network. The parties acknowledge that this Franchise does not encompass or reflect the
full extent of the County’s or Participating Municipalities’ authority over the Franchisee and,
notwithstanding any provision hereof, the parties reserve all of their rights under state and
federal law regarding the scope of such authority. The Franchisee also acknowledges that,
subject to, state and federal law, the County and Participating Municipalities have the authority
to regulate the placement, construction, repair, and maintenance of physical facilities located in
the Public Rights-of-Way, including the FTTP Network. The County agrees that it shall not,
under the authority of this Franchise, claim any additional authority over the physical facilities
that comprise the FTTP Network and that are located in the Public Rights-of-Way. Finally,
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nothing in this Franchise shall be deemed a waiver of any right or authority the County or
Participating Municipalities may have now or in the future to regulate information services or
telecommunications services, or the use of the FTTP Network to provide such services.

2.3. Term: This Franchise shall become effective on {date certain], 2006 (the
“Effective Date”). The term of this Franchise shall be fifteen (15) years from the Effective Date

unless the Franchise is earlier revoked as provided herein, or unless the Franchise is renewed or
extended by mutual agreement.

2.4, Grant Not Exclusive: The Franchise and the right it grants to use and
occupy the Public Rights-of-Way to provide Cable Services shall not be exclusive, and the
County or Participating Municipalities reserve the right to grant other franchises for similar uses or

for other uses of the Public Rights-of-Way, or any portions thereof, 1o any Person, or to make any
such use itself, at any time during the term of this Franchise.

2.5.  Franchise Subject to State and Federal Law:

25.1. Notwithstanding any provision to the contrary herein, this
Franchise is subject to and shall be governed by all applicable provisions of state and federal
law, including but not limited to the Communications Act.

252 Should any change to state and federal law after the Effective
Date have the lawful effect of materially altering the terms and conditions of this Franchise to
the detriment of one or both parties, then the parties shall modify this Franchise to ameliorate
such adverse effects on and preserve the affected benefits of the Franchisee and/or the County or
Participating Municipalities to the extent possible which is not inconsistent with the change in
law. If the parties cannot reach agreement on the above-réferenced modification to the Franchise,
then, at either party’s option, the. parties agree to submit the matter to mediation. In the event
mediation does not result in an agreement, then, at either party’s option, the parties agree to
submit the matter to non-binding arbitration in accordance with the commercial arbitration rules
of the American Arbitration Association. The non-binding arbitration and mediation shall take
place in the County, unless the parties’ representatives agree otherwise. In any negotiations,
mediation, and arbitration under this provision, the parties will be guided by the purpose as set
forth below. In reviewing the claims of the parties, the mediators and arbitrators shall be
guided by the purpose of the parties in submitting the matter for guidance. The parties agree
that their purpose is to modify the Franchise so as to preserve intact, to the greatest extent
possible, the benefits that each party has bargained for in entering into this Agreement and
ameliorate the adverse affects of the change of law in a manner not inconsistent with the change
in law. Should the parties not reach agreement, including not mutually agreeing to accept the
guidance of the mediator or arbitrator, this subsection 2.5.2 shall have no further force or effect.

2.6. No Waivér:

2.6.1. The failure of the County or any Participating Municipality on
ONC Or more occasions 1o exercise a right or to require compliance or performance under this
Franchise, the Cable Law or any other applicable law shall not be deemed to constitute a waiver
of such right or a waiver of compliance or performance by the County or any Participating
Municipality, nor to excuse Franchisee from complying or performing, unless the County or any



Participating Municipality has specifically waived, in writing, such right or such compliance or
performance.

2.6.2. The failure of the Franchisee on one or more occasions to
exercise a right under this Franchise or applicable law, or to require performance under this
Franchise, shall not be deemed to constitute a waiver of such right or of performance of this
Agreement, nor shall it excuse the County or any Participating Municipality from performance,
unless the Franchisee has specifically waived, in writing, such right or performance.

2.6.5. Neither this Franchise nor any action by the County or any
Participating Municipality hereunder shall constitute a waiver of or a bar to the exercise of any
police right or power of the County or any Participating Municipality, including without
Iimitation, the right of eminent domain. This Agreement shall not limit any authority of the
County or any Participating Municipality in accordance with Maryland law to condemn, in
whole or in part, any property of the Franchisee, provided that the Franchisee shall receive
whatever condemnation award the Franchisee would normally be entitled to recover as a matter
of Maryland law. Partial condemnation of the Franchisee’s property shall not terminate this
Agreement except in accordance with the terms of this Agreement.

2.7 Construction of Agreement:

2.7.1. By accepting the Franchise and executing this Agreement,
Franchisee, relying upon its own investigation and understanding of the power and authority of
the County and Participating Municipalities to grant this Franchise, accepts and agrees to comply
with this Agreement and the Cable Law, to the extent not contrary to federal or state law.
Franchisee retains all rights to challenge the County’s application of the Cable Law to Franchisee.
Subject to Section 2.8, in the event of a conflict between the Cable Law and this Agreement, the
Cable Law shall prevail, subject to applicable law. Further, the parties recognize that 47 U.S.C.
§ 541(b)(3) prohibits the County from imposing any requirement that has the purpose or effect of
prohibiting, limiting, restricting, or conditioning the provision of a telecommunications. service

by Franchisee. Accordingly, the County shall not invoke any provision of the Cable Law against
Franchisee in a manner that is inconsistent with federal law.

2.7.2. Nothing herein shall be construed to limit the scope or
applicability of Section 625 of the Communications Act, 47 U.S.C. § 545.

2.8.  Police Powers: Nothing in the Agreement shall be construed to prohibit
the lawful exercise of the police powers of the County or any Participating Municipality. If the
exercise of the County’s or any Participating Municipality’s police power results in any material
alteration of the terms and conditions of this Franchise, then the parties shall modify the
Franchise so as to ameliorate the adverse effects of the material alteration and preserve intact, to
the greatest extent possible, the benefits and obligations that Franchisee has bargained for in
entering into this Agreement. [f the parties cannot reach agreement on the above-referenced
modification to the Franchise, then, at either party’s option, the parties agree to submit the matter
to mediation. In addition, if the parties cannot reach agreement on such a modification, either on
their own or through mediation, the parties may pursue whatever remedies are available at law or
equity to enforce their rights under this Agreement.



2.9.  Effect of Acceptance: By accepting the Franchise and executing this
Agreement, Franchisee, relying upon its own investigation and understanding of the power and
authority of the County and Participating Municipalities to grant this Franchise, acknowledges
and accepts the County’s and Participating Municipalities® legal right to grant the Franchise, to
enter into this Agreement, and to enact and enforce ordinances and regulations related to the
Franchise subject to the provisions of this Agreement; agrees that the Franchise was granted
pursuant to processes and procedures consistent with applicable law; and agrees that the County
retains the absolute right to terminate this Agreement for any material violation by Franchisee

pursuant to Article 13 of this Agreement, and a Participating Mun1c1pahty may also so terminate
this Agreement within its boundaries.

2.10.  Acceptance Fee: As additional consideration supporting this Agreement,
Franchisee shall pay to the County an acceptance fee of two hundred and fifty thousand dollars
($250,000) for verified reasonable costs associated with the grant of this Franchise within thirty
(30) days of Franchisee's execution of this Agreement. As additional consideration supporting
this Agreement, Franchisee shall pay to the Participating Municipalities an acceptance fee of
forty thousand dollars ($40,000) for verified reasonable costs associated with the grant of this
Franchise within thirty (30) days of Franchisee’s execution of this Agreement.

2.11. Participating Municipalities: If after the effective date of this
Agreement, a municipality adopts Chapter 8A of the Montgomery County Code by ordinance
and enters into a County-municipal agreement requesting the County to administer and enforce
such ordinance within the corporate limits of the municipality, and signs and enters into this
Franchise Agreement, such municipality shall then be considered a Participating Municipality.
The Franchisee agrees that it shall take any actions the County deems necessary to aliow the
municipality to become a signatory to this Agreement, including entering into an amendment to
this Agreement on mutually agreeable terms. After the municipality has signed and entered into
the Franchise Agreement, the Franchisee agrees that it shall provide service to the entire area of

the municipality under the same terms and conditions of this Agreement as applicable to the
County and other Participating Municipalities.

3. PROVISION OF CABLE SERVICE

3.1.  Service Area:

3L Initial Service Area: In the Initial Service Area, the Franchisee
shall offer Cable Service to significant numbers of Subscribers in residential areas within twelve
(12) months of the Effective Date of this Franchise, and to all residences within the Initial

Service Area at which such service is requested within three (3) years of the Effective Date of
the Franchise, except as specified in Section 3.2.

3.1.2. Middle Service Area: In the Middle Service Area, the
Franchisee shall offer Cable Service to significant numbers of Subscribers in residential areas
within three (3) years of the Effective Date of this Franchise, and to all residences within the
Middle Service Area at which such service is requested within five (5} years of the Effective Date of
the Franchise, except as specified in Section 3.2. If Franchisee is unable to reach agreement with
the City of Rockville to obtain construction permits for the FTTP network under reasonablie
terms and conditions, as determined by Franchisee, by December 31, 2007, these timeframes
shall not apply to Franchisee's provision of Cable Service to residences served by Franchisee's
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Rockville and Montrose wire centers. Instead, Franchisee shall offer Cable Service to all
residences served by the Rockville and Montrose wire centers at which such service is requested

within four (4) years of obtaining construction permits for the FTTP network from the City of
Rockville, except as specified in Section 3.2.

3.1.3. Extended Service Area: In the Extended Service Area, the
Franchisee shall offer Cable Service to significant numbers of Subscribers in residential areas
within five (5) years of the Effective Date of this Franchise, and to all residences in the Extended

Service Area at which such service is requested within seven (7) years of the Effective Date of
the Franchise, except as specified in Section 3.2.

3.14. Expanded Service Area: Franchisee shall offer Cable Service to
all residences in the Expanded Service Area at which such service is requested within seven

(7) years of the date on which the number of households in the Expanded Service Area exceeds
six thousand (6,000) households.

3.1.5. Contiguous Service Area: Franchisee shall offer Cable Service
to all residences in the Contiguous Service Area at which such service is requested at the same

time that it begins to offer Cable Service within the wire center serving the Contiguous Service
Area. ‘

3.1.6. Franchisee may make Cable Service available to businesses in
the Franchise Area at its discretion.

3.2. The Franchisee shall not be excused from the timely performance of its
obligation as set forth in subsections 3.1.1 through 3.1.5, except for the following occurrences: (A)
for periods of Force Majeure; (B) for periods of delay caused by the County or any Participating
Municipality, (C) for periods of delay resulting from Franchisee’s inability to obtain
authority to access rights-of-way in the Service Area; and (D) unlawful action or inaction of any
government instrumentality including condemnation or the unlawful failure to issue any
necessary permits, action or inaction of any public utility, accidents for which the Franchisee is
not responsible, work delays because utitity providers denied or delayed the Franchisee access to
utitity poles to which Franchisee’s FTTP Network is attached, and unavailability of materials
and/or qualified labor to perform the work necessary if such acquisition of qualified labor would
be commercially impracticable as defined in 47 U.S.C. § 545(f).

3.2.1. The Franchisee may refuse to provide Cable Service: (A) in
developments or buildings that are subject to exclusive arrangements with other providers; (B)
when it is unable pursuant to normal industry practice to obtain necessary real property or
other physical access rights; (C) in developments or buildings that Franchisee is unable to
provide Cable Service for technical reasons or which require non-standard facilities which are
not available on a commercially reasonable basis, provided, however, that, subject to subsection
9.3, Franchisee will provide the County with semi-annual reports that identify such
developments or buildings and contain information that reasonably demonstrates why the
Franchisee is unable to do so; (D) when its prior service, payment or theft of service history with
a Person has been unfavorable; and (E) in areas where the occupied residential household density
does not meet the density requirement set forth in subsection 3.2.2.



32.2 Density Requirement: Franchisee shall make Cable Services
available to residential dwelling units in all areas of the Initial Service Area, the Middle Service
Area, and the Extended Service Area where the average densitly is equal to or greater than the
following numbers of occupied residential dweiling units per mile as measured in strand footage
~from the nearest technically feasible point on the active FTTP Network trunk or feeder line: (A)

Thirty (30) residences per mile during years 1 through 7 of the term of the Franchise; (B)
Twenty (20) residences per mile during the years 8 to 10 of the term of the Franchise; and (C)
Fifteen (15) residences per mile during the years 11 to 15 of the term of this Franchise. Should,
through new construction, an area within a Service Area meet the density requirements afier the
time stated for providing Cable Service as set forth in subsections 3.1.1, 3.1.2, and 3.1.3
respectively, Franchisee shall provide Cable Service to such area within six (6) months of
receiving notice that the density requirements have been met.

3.3.  Cable Service to Public Buildings:

331 Subject to " Section 3.1, Franchisee shall provide the
following, without charge within the Service Area, to a maximum of 100 buildings used for
public purposes to be designated by the County over the term of the Franchise and to the number
of the public purposes buildings set forth in Exhibit A to be designated by each Participating
Municipality over the term of the Franchise; provided, however, that if it is necessary to extend
Franchisee’s trunk or feeder lines more than three hundred (300) feet from the serving terminal,
or the edge of the property, whichever is less, solely to provide service to any such building, the
County, or a Participating Municipality, as the case may be, shall have the option of paying
Franchisee’s direct costs for such extension in excess of three hundred (300) feet, or of releasing

Franchisee from the obligation, or postponing Franchisee’s obligation to provide service to such
building:

11

3.3.1.10. The first service drop for each site;

3.3.1.2 One Subscober digital converter activated for the
most commonly subscribed to digital tier that includes the PEG channels per site; and

3.3.1.3. One service outlet activated for the most commonly
subscribed to digital tier that includes the PEG Channels. The Parties recognize that this only

pertains to the flat rate digital tier offered by Franchisee and does not include any pay per view
services or stmilar services.

33.2 The County and the Participating Municipalities shall be

responsible for the cost of any “terminal equipment,” including TV monitors, YCRs, and/or
computers.

3.3.3. The Franchisee shall be permitted to- recover, from any
building owner entitled to free service, the direct cost of installing, when requested to do so,
more than one outlet, or concealed inside wiring, or a service outlet requiring more than
three hundred (300) feet of drop cable; provided, however, that Franchisee shall not charge for
the provision of Basic Service to the additional service outlets once installed.

3.34. . The cost of inside wiring, additional drops or outlets and additional
converters requested by the County or a Participating Municipality within these specified
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facilities, including those drops or outlets in excess of those currently installed, are the
responsibility of the County or the Participating Municipality. If the County or a Participating
Municipality requests the Franchisee to provide such services or equipment, the County or
the Participating Municipality will pay the Franchisee for those costs.

3.3.5. If there is a change in the Franchisee's technology that affects
the ability of the County’s or a Participating Municipality’s public buildings to receive the most
commonly subscribed to digital tier, the Franchisee shall be required to replace, at the Franchisee’s
expense, all the digital converters provided to the County’s or a Participating Municipality’s
public buildings as required in sub-subsection 3.3.1.2 in order to ensure that these public
buildings receive the most commonly subscribed to digital tier.

33.6. In return for the County waiving its ability to add
additional locations over the term of the Franchise, Franchisee shall pay the County a sum of
one million dollars ($1,000,000) payable as follows: two hundred thousand dollars ($200,000)
within thirty (30) days of the Effective Date, and two hundred thousand dollars ($200,000) per
year for the next four (4) years on the anniversary of the Effective Date.

4. SYSTEM OPERATION

4.1.  Cable System Tests and Inspections:

4.1.1. The Franchisee shall perform all tests necessary to demonstrate
compliance with the requirements of the Franchise, and to ensure that the Cable System
components are operating as required. All tests shall be conducted in accordance with federal
rules and any applicable United States National Cable Television Association’s Recommended
Practices for measurement and testing. In the event that the FCC's technical performance
standards are repealed or are no longer applicable to the Cable System, such standards shall

remain in force and effect until the County or its designee and the Franchisee agree to new
standards.

4.1.2. The Franchisee shall conduct tests as follows:

4.1.2.1.  Proof of performance tests on the Cable
System at least once every six months or as required by FCC rules, whichever is more often,
except as federal law otherwise hmits the Franchisee's obligation. In consultation with the
County, the Cable System monitor test points shall be established in accordance with good
engineering practices and consistent with FCC gutdelines; and

4.1.2.2.  Special proof of performance tests, as limited by

the County, of the Cable System or a segment thereof when Subscriber or User complaints
indicate tests are warranted.

4.1.3. Tests shall be supervised by the Franchisee's senior engineer,
who shall sign all records of tests provided to the County.

4.1.4. The County shall have the right to witness and/or review all
required tests on pewly constructed or rebuilt segments of the Cable System. The Franchisee
shall provide the County with at least two business days’ notice of, and opportunity to observe,
any such tests performed on the Cable System.

11
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4.1.5. The Franchisee shall provide the County with copies of written
reports on all tests performed pursuant to Section 4.1.

4.1.6. [f any test indicates that any part or component of the
Cable System fails to meet applicable requirements, the Franchisee, without requirement of
additional notice or request from the County, shall take corrective action, retest the locations and
advise the County of the action taken and results achieved, and supply the County with a copy of the
results within thirty days from the date corrective action was completed.

4.1.7. The County may, for good cause shown, waive or limit the
system test and inspection provisions in this Section.

5. SYSTEM FACILITIES

5.1.  Cable System Characteristics: The Cable System shall have at least the
following characteristics:

511 Designed with an initial analog and digital carrier passband
between 50 MHz and 860 MHz.

3.1.2 Designed 1o be an active two-way plant for subscriber
Interaction, if any, required for selection or use of Cable Service.

5.1.3. Modern design when built, utilizing an architecture
that will permit additional improvements necessary for high quality and reliable service
throughout the Franchise Term. The FTTP Network shall utilize the ITU G.983 Passive
Optical Network standard and have no active elements so as to make it more reliable.

5.1.4. Protection against outages due to power failures, so that back-
up power is available at a minimum for at least 24 hours at each headend, and conforming to
industry standards, but in no event rated for less than four hours, at each power supply site.

5.1.5. Facilities and equipment of good and durable quality, generally
used in high-quality, reliable, systems of similar design.

3.1.6. Facilities and equipment sufficient to cure violations of any
applicable FCC technical standards and to ensure that the Cabie System remains in compliance
with the standards specified in subsection 5.1.18.

3.1.7. Facilities and equipment as necessary to maintain, operate, and

evaluate the Cable System to comply with any applicable FCC technical standards, as such
standards may be amended from time to time.

5.1.8. All facilities and equipment designed to be capable of
continuous twenty- four (24) hour daily operation in accordance with applicable FCC standards
except as caused by a Force Majeure event.

5.1.9. All facilities and equipment designed, buiit and operated in such
a manner as to compiy with all applicable FCC requirements regarding (i) consumer electronic
equipment and (ii) interference with the reception of off-the-air signals by a subscriber.
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5.1.10.  Ali facilities and equipment designed, built and operated in such
4 manner as to protect the safety of the Cable System workers and the public.

5.0.11 Sufficient trucks, tools, testing equipment, monitoring devices
and other equipment and facilities and trained and skilled personnel required to enable the
Franchisee to substantially comply with applicable law, including applicable customer service
standards and including requirements for responding to system outages.

3.1.12. Al facilities and equipment required to properly test the Cable
System and conduct an ongoing and active program of preventive maintenance and quality
control and to be able to quickly respond to customer complaints and resolve system problems.

5.L.13. Design capable of interconnecting with other cable systems in
the Franchise Area as set forth in Section 5.3 of this Agreement.

5.1.14.  If applicable, antenna supporting structures (towers) designed in
accordance with Chapter 8 (“Buildings™) of the Montgomery County Code, 2004, as amended,
and, within Participating Municipalities, applicable provisions of their respective codes, painted,
lighted, erected and maintained in accordance with all applicable rules and regulations of the

Federal Aviation Administration, the Federal Communications Commission, and all other
applicable codes and regulations.

5.1.15.  Facilities and equipment at the headend shall allow the
Franchisee to transmit or cablecast signals in substantially the form received, without substantial
alteration or deterioration. For example, the headend should include equipment that will transmit
color video signals received at the headend in color, stereo audio signals received at the headend
in stereo, and a signal received with a secondary audio track with both audio tracks. Similarly, all
closed-captioned programming retransmitted over the Cable System shall include the closed-

captioned signal in a manner that renders that signat available to Subscriber equipment used to
decode the captioning.

5.1.16.  Shall transmit in high definition any signal, which is received in
high definition format.

5.1.17.  Shall provide adequate security provisions in its Subscriber site
equipment to permit parental control over the use of Cable Services on the System. Such
equipment will at a minimum offer as an option that a Person ordering programming must
provide a personal identification number or other means provided by the Franchisee only to a
Subscriber. Provided, however, that the Franchisee shall bear no responsibility for the exercise

of parental controls and shall incur no liability for any Subscriber’s or viewer’s exercise or
failure to exercise such controls.

5.1.18.  The Cable System must conform to or exceed ail applicable
FCC technical performance standards, as amended from time to time, and any other future applicable

technical performance standards, which the County is permitted by a change in law to enforce,
and shall substantially conform in all material respects to applicable sections of the following

standards and regulations to the extent such standards and regulations remain in effect and are
consistent with accepted industry procedures:
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5.1.18.1.  Occupational Safety and Health Administration
(OSHA) Safety and Health Standards:

5.1.18.2.  National Electrical Code; _
5.1.18.3.  National Electrical Safety Code (NESC);

_ 5.1.18.4.  Obstruction Marking and Lighting, AC 70/7460 i.e.,
Federal Aviation Administration;

5.1.18.5. Constructing, Marking and Lighting of Antenna
Structures, Federal Communications Commission Rules, Part 17; and

5.1.18.6.  Chapter 8 (“Buildings”) of the Montgomery County
Code, 2004, as amended.

5.1.18.7.  Any applicable Participating Municipality building
code. :

5.2.  The FTTP Network shall have at least the following characteristics:

3.2.1 FTTP Network fiber shall be wnitially designed utiliz‘ing

splitters of no greater than thirty-two (32) homes per sptitter. The FTTP Network shall be pass-
through or passive.

5.2.2. Status monitoring capability shall be a feature of the
electronics at the customer premises in the FTTP Network. The FTTP Network shall deliver
fiber to an Optical Network Terminal (“ONT™) at the Subscriber's premises. The ONT shatl

automatically measure optical signal levels (and other distortion measurements) at the
Subscriber’s premises.

3.3, Interconnection:

331, The Franchisee shall design its Cable System so that it may be
interconnected with other cable systems in the Franchise Area at suitable locations as determined

by the Franchisee. Interconnection of systems may be made by direct cable connection,
microwave link, satellite, or other appropriate methods.

53.2. At the request of the County and any Participating
Municipality, the Franchisee shall, to the extent permitted by applicable law and its contractual
obligations to third parties, use every reasonable effort to negotiate an interconnection

agreement with any other franchised cable system in the County or any Participating
Municipality for the PEG Channels on the Cable System.

5.3.3. The Franchisee shall notify the County and any Participating
Municipality prior (o any interconnection of the Cable System.

5.3.4. The Franchisee shall in good faith cooperate with the County
and any Participating Municipality in implementing interconnection of the PEG Cable Service
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with communications systems beyond the boundaries of the County and any Participating
Municipality.

54.  Emergency Alert System:

54.1. The Franchisee shall install and thereafter maintain for use by
the County an Emergency Alert System (“EAS™). '

54.2. This EAS shall at all times be operated in compliance with FCC
requirements in order that emergency messages may be distributed over the System. In the event
of a state or local civil emergency, the EAS shall be activated by equipment or other acceptable
means as set forth in the Maryland State EAS Plan. Franchisee will override the audio and
video on all channels, so long as it is consistent with Franchisee’s contractual commitments, to
transmit EAS alerts received from the designated Local Primary Sources, including LP-1, LP-2,

and other stations, assigned by the Maryland State EAS Plan to serve the Montgomery County
Operational Area.

5.5.  Home Wiring.: The Franchisee shall comply with all applicable FCC
requirements, including any notice requirements, with respect to home wiring. Prior to a
Subscriber’s termination of Cable Service, the Franchisee will not restrict the ability of the
Subscriber to remove, replace, rearrange or maintain any cable wiring located within the
interior space of the Subscriber’s dwelling unit, so long as such actions are consistent with
FCC standards. The Franchisee may require a reasonable indemnity and release of liability .in
favor of the Franchisee from a Subscriber for wiring that is instatled by such Subscriber.

5.6.  Any contractor or subcontractor used by Franchisee to meet its obligations
under the Franchise or the Cable Law must be properly licensed under laws of the State and all
applicable local ordinances, and each such contractor or subcontractor shall have the same
obligations with respect to its work as the Franchisee would have if the work were performed
by the Franchisee. Franchisee shall be responsible for the omissions and negligent actions of
persons contracting or subcontracting or representing the Franchisee in the course of providing
Cable Service to any Subscriber. Franchisee is responsible for and shall address complaints
made against its contractors, subcontractors, representatives or agents. All contractors,
subcontractors, representatives or agents of the Franchisee shall be properly trained and
supervised in accordance with Franchisee’s customer service standards for Cable Service.

5.7. Services for the Disabled: Franchisee shall comply in all material respects
with all applicable requirements of the Americans with Disabilities Act. Franchisee shall comply
in all material respects with FCC rules on transmission of closed captioning for the hearing-
impaired. For hearing-impaired Subscribers, upon request Franchisee shall provide information

concerning the cost and availability of equipment to allow the reception of all basic services for
the hearing-impaired.



6. PEG SERVICES

6.1.  PEG Set Aside:

6.1.1. Franchisee will provide the County with up to eleven (11) PEG
Channels in the aggregate, though Franchisee reserves the right to utilize for its own purposes
any portion of such PEG Channels in its own discretion, until such time as the County elects to
utilize such PEG Channels for their intended purpose. Additionally, the Franchisee shall provide
two (2) additional dedicated, analog access channels (for a total of 13) upon reasonable request
by the County for actual use by the County or a Participating Municipality within ninety (90)
days of the request for such access channels, Except as provided in subsection 6.7.5, each PEG
Channel shall be transmitted on the Cable System in standard 6 MHz, unscrambled NTSC format
so that every Subscriber can receive and display the PEG signals using the same converters and
signal equipment that is used for other Basic Service Channels. Further, each PEG Channel, and
any additional PEG channels granted to the County pursuant to subsection 6.7.5, shall be
delivered with transmission quality the same as or better than the tr

ansmission quality of any
othzr Channel on Basic Cable Service.

6.1.2. The Franchisee shall carry the programming on each of the
respective PEG Channels as indicated in Exhibit C. Franchisee shall notify the County of
channe! assignments for the PEG Channels prior to commencing Cable Service in the Franchise
Area. The Franchisee shall not arbitrarily or capriciously change such channel assignments, and
the Franchisee shall minimize the number of such changes; provided, however, that the
Franchisee may change such channel assignments as it deems appropriate so long as the
Franchisee gives the access channel programmer ninety (90) days notice of such change (if
commercially practicable) but in no event less than forty-five (45) days. Within thirty (30) days
of the Effective Date, Franchisee shall pay the County fifty thousand dollars ($50,000) to defray
the costs incurred for making logo changes necessitated by channel designation changes and
public education of new channel numbers. Thereafter, -if Franchisee changes PEG channe!
assignments, it shall pay to the County the following amounts to defray the costs incurred for
making logo changes necessitated by channel designation changes and public education of new

channel numbers: (i) if Franchisee changes the channel assignments for one (1) to three (3) PEG

channels, ten thousand dollars (3$10,000); (ii) if Franchisee changes the channel assignments for

four (4) to six (6) PEG channels, twenty thousand dollars ($20,000); (iii) if Franchisee changes
the channel assignments for seven (7) to nine (9) PEG channels, thirty thousand dollars
(330,000); (iv) if Franchisee changes the chamnel assignments for ten (10) to twelve (12) PEG
channels, forty thousand dollars (3$40,000); and (v) if Franchisee changes the channel
assignments for thirteen or more PEG channels, fifty thousand dollars ($50,000).

6.1.3. PEG Interconnection: The County shall provide Franchisee
with the ability to interconnect its Cable System with the existing cable operators’ PEG Channels
via the County’s PEG facilities in Rockville, Maryland. If the County is unable to provide for a

point of interconnection at the County’s PEG facilities in Rockvilie, Maryland, Franchisee shall
make arrangements, through interconnection or otherwise

from each PEG access origination point. Franchisee shall
a reasonable time, but in no event, later than 180 days.

» to obtain PEG programming directly
comply with these requirements within

6.1.4, Pursuant to Section 8A-28 of the Montgomery County Code,
1994, as amended, the County has provided for certain cable comumunications plans which
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govern the expenditure of all access and institutional grants required by the Franchise
Agreement. Franchisee agrees that where an approved item of such plan involves
implementation by use of agreements with a third party contractor, then Franchisee. shall

execute such agreements and make payments thereunder at the dircction of the County or its
designee(s).

6.1.5. The access Channels for the City of Rockville, the City of
Takoma Park, and the Montgomery County Chapter of the Maryland Municipal League shall be
provided on the lowest cost tier of service and shall be provided County-wide, except that the

Takoma Park channel may be used for the Gaithersburg City channel within the City of
Gaithersburg.

6.1.6. Management of Channels: Except as to the City of Rockville,
City of Takoma Park and Montgomery County Chapter of the Maryland Municipal League
channels, the County may designate one (1) or more entities, including a non-profit access
management corporation, to perform any or all of the following functions:

6.1.6.1. to manage any necessary scheduling or allocation of
capacity on the access Channels; and/or

6.1.6.2.  on the County's behalf, to program any Public, -

Educational, or Government Access Channel.

6.1.7. The County shall require all local producers and Users of any
of the PEG facilities or Channels to agree in writing to authorize Franchisee to transmit
programming consistent with this Agreement and to defend and hold harmless Franchisee, the
County and the Participating Municipalities, from and against any and all liability or other injury,
Jincluding the reasonable cost of defending claims or litigation, arising from or in connection with
claims for failure to comply with applicable federal laws, rules, regulations or other requirements
of local, state or federal authorities; for claims of libel, slander, invasion of privacy, or the
infringement of common law or statutory copyright; for unauthorized use of any trademark, trade
name or service mark; for breach of contractual or other obligations owing to third parties by the

producer or User; and for any other injury or damage in law or equity, which result from the use
of a PEG facility or Channel. ' '

6.2. PEG Grants:

6.2.1. Franchisee shall provide grants to the County, for the benefit of
the County and the Participating’ Municipalities, to be used for PEG and institutional network
capital expenses as determined by the County (the “PEG Grants™), which shall be paid on a
quarterly basis, concurrently with the franchise fee payment. These grants will be used for PEG
and institutional network purposes. This includes, but is not limited to, studio facilities, studio
and portable production equipment, editing equipment and program playback equipment and
other similar costs. It also includes, but is not limited to, equipment, capacity, computers, dark
fiber, and other similar expenses for the institutional network.

6.2.2. The PEG Grants shall consist of 3% of the Franchisee’s Gross
Revenues for that quarter and shall be paid at the same time and in the same manner as franchise
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fees. The first payment shall be due on the same date as the first franchise fee payfncnt made by
Franchisee under this Agreement.

6.3. To the extent permitted by federal law, the Franchisee shall be allowed to
recover from Subscribers the costs of the PEG Grants or any other costs arising from the
provision of PEG services and to include such costs as a separately billed line item on each
Subscriber’s bill. Without limiting the forgoing, if allowed under state and federal laws,

Franchisee may externalize, line-item, or otherwise pass-through interconnection costs to
Subscribers. '

6.4.  I{ the Franchisee makes changes to the Cable System that require
improvements 1o access facilities and equipment, Franchisee shall make any necessary changes
to the Franchisee’s headend and distribution facilities or equipment within thirty (30) days so
that PEG facilities and equipment may be used as intended in this Agreement. In addition, if the
Franchisee is unable or refuses to accept signals from PEG Channels in an analog format,
Franchisee shall reimburse each PEG entity for the reasonable costs incurred for replacing any

signal transmission equipment which must be replaced to send PEG programming in the signal
format required by the Franchisee.

6.5.  Backup Facilities and Equipment: The Franchisee shall design, build,
and maintain all PEG upstream feeds, interconnection, and distribution facilities so that such
feeds function as reliably as Franchisee’s Cable System as a whole within the County, and are
no more likely to fail than is Franchisee’s Cable System as a whole within the County.

6.6.  Editorial Control: Except as expressly permitted by federal law, the
Franchisee shall not exercise any editorial control over the content of programming on the PEG

Channels (except for such programming as the Franchisee may cablecast on such PEG
Channels).

6.7.  Use of PEG Channels, Facilities and Equipment:

6.7.1. The County and any Participating Municipality, or the entity that
manages a PEG Channel, may establish and enforce rules and procedures for use of the PEG
Channels pursuant to Section 611(d) of the Communications Act, 47 US.C. § 53 1(d). The
County shall resolve any disputes among Users regarding allocation of PEG Channels.

6.7.2. The Franchisee will provide downstream transmission of the

PEG Channels on its Cable System at no charge to the County or other PEG access
PrOgrammers.

6.7.3. The County or its licensees, assigns, or agents shall not transmit
on the PEG Channels commercial programming or commercial advertisements to the extent that
they would constitute competition with the Franchisee for such comumercia

| programming or
commercial advertisements, subject to the following:

6.7.3.1.  For purposes of this subsection, “Commercial
Programming or Commercial Advertisements” shall mean programming or advertisements for

which the County or any Participating Municipality receives payment from a third party (a party
other than the County, a Participating Municipality or the Franchisee), but shall not include
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announcements indicating that programming is underwritten by a commercial entity, such as the
underwriting announcements typically displayed by the public broadcasting system.

6.7.4. Costs and Payments Not Franchise Fees: The capital grants
and other support provided pursuant to Article 6 and Section 2.10 and subsection 3.3.6 do not
constitute Franchise fee payments within the meaning of 47 U.S.C. § 542, but may be passed

through-to Subscribers as a separate line item on their monthly bills pursuant to 47 US.C. §
542(c)(2).

6.7.5. [f capacity set aside for PEG use pursuant to this Agreement is
subdivided or compressed {for example, migrated from analog to digital transmission) resulting
in multiple transmission paths, the Franchisee shall provide the County thirteen (13) PEG

Channels (the “Additional PEG Channels™) in addition to the PEG Channels set aside for the
County in Article 6 and Exhibit C.

6.7.6. All PEG channels shall have at a minimum the same
bandwidth, signal quality, and interactive functionality as federal law may from time to time
require for cable service channels. In the event the County or Participating Municipalities
desire additional functionality for one or more of the channels set aside for PEG use for itself or
for a Participating Municipality, the parties agree to negotiate, in good faith, County proposals

on behalf of itself or a Participating Municipality that would enable the affected channels to add
the desired functionality.

6.7.7. The County may activate any of the Additional PEG
Channels upon reasonable request by the County for actual use by the County or a Participating
Municipality within ninety (90) days of the request for such access channels.

7. FRANCHISE FEES

7.Y. Payment to the County: The Franchisee shall pay to the County a
Franchise fee of five percent (5%) of annual Gross Revenue derived from the operation of the
cable system to provide cable service in the Franchise Area. Provided that the other cable
operators providing Cable Service in the Franchise Area are also required to do the same, in the
event that the Communications Act is amended to increase the five percent (5%) cap, the County
may, upon not less than sixty (60) days prior written notice to Franchisee, increase the amount of
the percentage up to the maximum amount permitted by federal law. If the five percent (3%) cap
is eliminated by changes to federal law such that there is no maximum, any increase in the
amount of the percentage shall be subject to the mutual agreement of the County and Franchisee
n the form of an amendment to this Agreement. Franchisee shall attribute a portion of any
national and regional advertising revenues to the Franchise Area based on the ratio of Franchisee’s
Subscribers in the Franchise Area to the cable subscribers of Franchisee and an Affiliate in the
relevant advertising region. In accordance with Title VI of the Communications Act, the twelve
(12) month period applicable under the Franchise for the computation of the Franchise fee shall
be made on a calendar year basis. Such payments shall be made no later than thirty (30) davs
following the end of cach calendar quarter. In the event the Franchisee is unable to compute the
Franchisee fee payment within the foregoing time frame, the Franchisee may make an
estimated Franchise fee payment based on the payment for the previous quarter. Estimated
payments must be trued up within thirty (30) days after the date of the estimated payment. In the
event any Franchise fee payment, including any estimated Franchise fee payment, due and
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owing is not made on or before the required date, the Franchisee shall pay any applicable penalties

and interest charges computed from such due date, as provided for in the Cable Law under
Section 8A-12(f).

1.2.  Supporting Information: Subject to Section 9.3, each Franchise fee
payment shall be submitted with supporting detail in a form similar to that included in Exhibit G
and a statement certified by the Franchisee’s authorized financial agent or an independent
certified public accountant, reflecting the total amount of monthly Gross Revenues for the
payment period. Franchisee shall also indicate the number of subscribers within the corporate

limits of each Participating Municipality. The County shall have the right to reasonably require
further supporting information.

73.  Bundled Services: If the Franchisee bundles Cable Service with Non-
Cable Service, the Franchisee agrees that it will not intentionally or unlawfully allocate such
revenue for the purpose of evading the Franchise fee payments under this Agreement. In the
event that the Franchisee or any Affiliate shall bundle, tie, or combine Cable Services (which are
subject to the franchise fee) with Non-Cable Services (which are not subject to the franchise fee),
so that subscribers pay a single fee for more than one class of service or receive a discount on
Cable Services, a pro rata share of the revenue received for the bundled, tied, or combined
services shall, to the extent reasonable, be allocated to gross revenues for purposes of computing
the franchise fee. To the extent there are published charges and it is reasonable, the pro rata
share shall be computed on the basis of the published charge for each of the bundled, tied, or
combined . services, when purchased separately. However, the parties agree that tariffed

telecommunications services that cannot be discounted under state or federal law or regulations
are excluded from the bundled allocation obligations in this Section.

7.4, No Limitation on Taxing Authority. Nothing in this Agreement shall be
construed to limit any authority of the County or the Participating Municipalities to impose any
tax, fee, or assessment of general applicability. The Franchise fee payments required by this
Siection shall be in addition to any and all taxes of a general nature or other fees or charges which
Franchisee shall be required to pay to the County or the Participating Municipalities or to any
state or federal agency or authority, as required herein or by law, all of which shall be separate
and distinct obligations of Franchisee. Franchisee may designate Franchise Fee(s) as a separate

item in any bill to a Subscriber of Franchisee’s Cable System, but shall not designate or
characterize it as a tax.

8. CUSTOMER SERVICE

Customer service requirements are set forth in Exhibit D.

9. REPORTS AND RECORDS

9.1.  Open Books and Records: Subject to applicable law, upon reasonable
written notice to the Franchisee, which shall be no less than thirty (30) days, the County shalil
have the right to inspect and copy at any time during Normmal Business Hours and on a
nondistuptive basis at a mutually agreed location in the County, all books and records, including
all documents in whatever form maintained, including electronic media (“books and records™) to
the extent that such books and records relate to the Cable System or to the Franchisee’s provision
of Cable Service and are reasonably necessary to ensure compliance with the terms of this
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Agreement. Such notice shall specify the purpose of the review, so that Franchisee may organize
the necessary books and records for appropriate access by the County. Franchisee shall not be

required to disclose any of its or an Affiltate’s books and records not relating to the provision of
Cable Servace in the County.

9.2, If any books, records, maps, plans, or other requested documents are too
voluminous, not available locally in the County, or for security reasons cannot be copied and
moved, then the Franchisee may request that the inspection take place at a location mutuaity
agreed to by the County and the Franchisee, provided that (i) the Franchisee must make
necessary arrangements for copying documents selected by the County after its review; and (ii)
the Franchisee must pay all travel and additional copying expenses incurred by the County
(above those that would have been incurred had the documents been produced in the County) in
inspecting those documents or having those documents inspected by its designee.

9.3.  Proprietary Books and Records: If the Franchisee believes that the
requested information is confidential and proprietary, the Franchisee must provide the following

documentation to the County: (i) specific identification of the information; (ii) statement -

attesting to the reason(s) Franchisee believes the information is confidential; and (iii) statement
that the documents are available at the Franchisee’s designated offices for inspection by the
County. The County shall take reasonable steps to protect the proprietary and confidential nature
of any books, records, Service Area maps, plans, or other County-requested documents that are
provided pursuant to this Agreement to the extent they are designated as such by the Franchisee.

9.4.  The Franchisee shall take all reasonable steps required to ensure that it
is able to provide the County with all information that must be provided or may be requested
under this Agreement or applicable law, including the issuance of appropriate subscriber privacy
notices. The Franchisee shall be responsible for redacting any data that applicable law prevents

it from providing to the County. Nothing in this Section shall be read to require a Franchisee to
violate federal or state law protecting subscriber privacy.

9.5. Copying of Books and Records: The County shall have the right to copy
any such books and records, except to the extent that such books and records are proprietary
and/or confidential pursuant to the Maryland Uniform Trade Secrets Act or other applicable law.

9.6.  Complete and Accurate Records: The Franchisee shall keep complete and

accurate books of account and records of its business and operations under and in connection
with the Agreement.

9.7.  Unless otherwise provided in this Section, all materials and information
specified in this Section shali be maintained for a period of five (5) years.

9.8.  Communication with Regulatory Agencies: Within fifteen (15) days, the
Franchisee shall file with the County a copy of any document filed by the Franchisee with a
regulatory agency (other than publicly available information) that materially and expressly
pertains to the County with respect to the provision of Cable Service. In addition, the Franchisee

must provide the County (upon request) any document the Franchisee files or receives from any
regulatory agencies.
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9.9.  Uses of System: The Franchisee will notify the County of all products and '

Cable Services offered over the Cable Systemn as promptly as practicable afier each such product
or Cable Service is instituted.

9.10.  Annual Report: Unless this requirement is waived in whole or in part by -

the County, no later than April 30th of each year during the term of this Agreement, the

Franchisee shall submit a written report to the County, in a form reasonably satisfactory to the
County, which shall include;

9.10.1. A summary of the previous calendar year’s activities in

development of the Cable System, including but not limited to descriptions of services begun or
dropped;

9.10.2. A summary of complaints, identifying both the number and
nature of the complaints received and an explanation of their dispositions, as such records are

kept by the Franchisee. Where the Franchisee has identified recurrent Cable System problems,

the nature of any such problems and the corrective measures taken or to be taken shall be
identified; ' )

9.10.3. A copy of the Franchisee's rules, regulations and policies
available to Subscribers of the Cable System, including but not limited to (i) all Subscriber rates,
fees and charges; (ii} copies of the Franchisee’s contract or application forms for Cable Services;
and (ii1) a detailed summary of the Franchisee’s policies concerning the processing of Subscriber
complaints; delinquent Subscriber disconnect and reconnect policies; Subscriber privacy and any

other terms and conditions adopted by the Franchisee in connection with the provision of Cable
Service to Subscribers;

9.10.4. A statement of Gross Revenues for the previous calendar or
fiscal year, certified by the Franchisee’s financial agent, including a year-end balance sheet and
an income statement showing Subscriber revenue and every matenal category of non-Subscriber
revenue; and operating expenses by category, at whatever operating level such records are kept;
which obligation may be satisfied by submitting the Franchisee’s audited financial statements

prepared for the Franchisee’s bondholders or equivalent financial document acceptable to the
County;

9.16.5. A list of Persons holding five percent (5%) or more of the
voting stock or interests of Franchisee;

9.10.6. A list of officers and members of the Board of Directors of

Franchisee and its parents and Franchisee’s subsidiaries, if any, or similar officers if the.

tranchisee is not a corporation;

9.10.7. A copy of stockholders’ annual reports issued by Franchisee
and its parents; and

9.10.8. The results of any annual opinion surveys the Franchisee
conducts, but if the Franchisee considers such results to be proprietary, the Franchisee shall make
such results available for the County’s review.



9.11.  Quarterly Report: Beginning six (6) months after Cable Service is
available on a commercial basis directly to multiple Subscribers in the Franchise Area, the
Franchisee shall submit a written report to the County no later than thirty (30} days after the end

of each calendar quarter during the term of this Agreement, which report shall be in a form
reasonably satisfactory to the County, that shall include:

9.11.1. A report showing the number of service calls received sorted by a
descriptive code indicating the actual service calls that were resolved during that quarter,

including any property damage to the extent such information is available to the Franchisee, and
any line extension requests received during that quarter;

9.11.2.  Once the Franchisee reaches a level of fifty thousand (50,000)
Subscribers, a report showing the number of outages for that quarter, and identifying separately
cach planned Subscriber outage for more than one hour at a time (excluding the maintenance
window from 12:00 a.m. to 6:00 am.), the time it occurred, its cause, its duration, and the
impacted streets and a range of affected addresses in the Franchise Area (or a map area using the
most recent edition of the ADC map or its equivalent, as specified by the County) and, when
available to the Franchisee, number of homes affected; and, when the Franchisee can reasonably
determine that at least five hundred (500) homes were affected, each unplanned outage affecting
more than five hundred (500) homes for more than one hour, the time it occurred, the reason for

the disruption and its causes, its estimated duration and, when availabie to the Franchisee, the
number of homes affected:

: 9.113. A report showing the Franchisee's performance with respect to
all applicable customer service standards in this Agreement, signed and certified by an officer or
agent. If the Franchisee is unable to certify full compliance for any calendar quarter, it must
indicate in its filing each standard with which it is in compliance and in noncompliance, the
reason for the noncompliance and a remedial plan. The Franchisee’s failure to file a compliance
certificate or noncompliance statement as required herein shall subject the Franchisee to the
liquidated damages specified in this Agreement for violation of customer service standards. The
Franchisee shall keep such records as are reasonably required to enable the County to determine
whether the Franchisee is substantially complying with all such customer service standards, and
shall maintain adequate procedures to demonstrate ‘substantial compliance; and

' 9.11.4. A report that includes the number of homes in the County where
Cable Service was provided during that quarter and a projection of the number of homes to
which Cable Service will become available in the next ninety (90) days.

9.12. Special Reports: Unless this requirement is waived in whole or in part by
the County, the Franchisee shall deliver the following special reports to the County not more
than ten (10) business days after the occurrence of the event:

9.12.1. A copy and full explanation of any notice of deficiency,
forfeiture, or other document relating to the Franchisee issued by any state or federal agency if

such notice or other.document would require Securities and Exchange Commission Form 8(k)

disclosure or would require footnote disclosure in the annual financial statements of the
Franchisee or a parent.
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9.12.2. A copy and brief explanation of any request for protection
under bankruptcy laws, or any judgment related to a declaration of bankruptcy by the Franchisee
or by any partnership or corporation that owns or controls the Franchisee directly or indirectly.

9.13. Books and Records Required: The Franchisee shall at all times maintain
and make availabie to the County upon reasonable prior notice by the County:

9.13.1. Complete and accurate books of account and records of its
business and operations under and in connection with this Agreement. At a minimum, the
Franchisee’s financial books and records shall be maintained in accordance with generally
accepted accounting principles, and shall identify:

9.13.1.1.  Gross revenues, by service category;

9.13.1.2. Operating expenses, at whatever operating level
such records are kept, categorized by general and administrative expenses, technical expenses,
programming expenses, and overhead, if any;

§.13.1.3.  Capital expenditures, including capitalized interest
and overhead, if any; and

9.13.1.4. Depreciation expenses, by category, at whatever
operating level records thereof are kept.

9.13.2.  Records of all written complaints received. The term
“complaints” as used herein and throughout the Agreement refers to complaints about any aspect
of the Cable System or the Franchisee's cable operations, including, without limitation,

complaints about employee courtesy. Complaints recorded may not be limited to complaints
requiring an employee service call.

9.13.3. Records of outages, indicating date, estimated duration,
estimated area, and the estimated number of Subscribers affected, type of outage, and cause;

9.13.4.  Records of service calls for repair and maintenance, indicating
the date and time service was requested, the date of acknowledgment and date and time service

was scheduled (if it was scheduled), and the date and time service was provided, and (if

different) the date and time the problem was solved;.

9.13.5. Records of instaliation/reconnection and requests for service
extension, indicating date of request, date of acknowledgment, and the date and time service was

extended;
9.13.6.  Copies of all promotional offers made in writing to potential or

current Subscribers;

9.13.7.  Upon wmtten notice, the County may require additional
information, records, and documents pursuant to this Agreement as may be reasonably necessary
for the performance of any duties by the County staff as it pertains to the Franchise;
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9.13.8.  The Franchisee shall maintain a file of records open to public
inspection in accordance with applicable FCC rules and regulations; and

9.13.9.  The Franchisee shall maintain accurate maps and improvement
plans which show the location, size and a general description of all facilities installed in the

public ways and any power supply sources, including voltages and connections. Maps shall be
based on post-construction inspection to verify location.

9.13.10. A public file showing the area of coverage for the provisioning
of Cable Services and estimated timetable to commence providing Cable Service.

9.14. Waiver of Reporting Requirements: The County may, for good cause
shown, waive the reporting provisions in this Section.

9.15. Certain Cable Law Reporting Requirements:

9.15.1.  Franchisee's financial statements must be provided to the
County pursuant to Section 8 A-12(d) of the Cable Law.

9.15.2. " The summary to be provided to the County pursuant to Section
8A-14(f) of the Cable Law will be submitted as required by the Cable Office.

10.. INSURANCE AND INDEMNIFICATION

10.1. Insurance:

10.1.1.  Franchisee shall maintain in full force and effect, at its own
cost and expense, throughout the entire Franchise Term, the following insurance coverage:

10.1.1.1.  Commercial General Liability Insurance insuring
the County, the Participating Municipalities, and the Franchisee with respect to the construction,
operation and maintenance of the Cable System, and the conduct of the Cable Service business in
the County in the minimum amounts of five million dollars ($5,000,000), per occurrence; and in
the aggregate. Such commercial general liability insurance must include coverage for all of the
following: comprehensive form, premises-operations, explosion  and collapse hazard,
underground hazard, products/completed operations hazard, contractual liability, broad form
property damage, independent contractors and personal injury. |

10.1.1.2.  Automobile Liability Coverage, with a minimum limit
of liability of two million dollars ($2,000,000), per occurrence, combined single limit for bodily

wnjury and property damage coverage. Policy must include coverage for owned automobiles,
leased or hired automobiles and non-owned automobiles.

10.1.1.3.  Broadcaster’s Liability Coverage, covering errors
and omissions and negligent acts and other operations of the Franchisee, commitied during the
term of the Franchise period with the County and the Participating Municipalities, with a limit of

liability of at least two million dollars ($2,000,000) per claim and aggregate. Franchisee agrees
to provide a one-year discovery period under this policy. :
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10.1.1.4. Workers’ Compensation Coverage meeting
statutory requirements of Maryland Law and Employers’ Liability Coverage with the following
minimum limits: Bodily Injury by Accident - $100,000 each accident, Bodily Injury by Discase -
$500,000 policy limits and Bodily Injury Disease - $100,000 each employee.

10.1.1.5.  Copyright infringement insurance insuring the
County, the Participating Municipalities and the Franchisee in the minimum amount of

$2,000,000 for copyright infringement occasioned by the operation of the Cable System.

10.1.2.  All insurance policies and certificates maintained pli.rsuanl to this
Agreement shall provide the following unless the County approves other language:

“It is hereby understood and agreed that this insurance coverage may not
be materially changed or canceled by the insurance company nor the
intention not to renew be stated by the insurance company untit at least

sixty (60) days after receipt by the County of a written notice of such
intention to cancel or not to renew.”

10.1.3.  Each of the required insurance policies shall be with insurers
qualified to do business in the State of Maryland, with an A- or better rating by Best’s Key
Rating Guide, Property/Casualty Edition.

10.1.4.  The Franchisee shall provide the County with an original
certificate of insurance providing evidence of all coverage required of this Agreement upon

execution of this Agreement, following a material change or any time the Franchisee obtains new
insurance policies.

10.1.5.  The County may review the amounts of any insurance policies
under the Agreement and shall have the right to require reasonable adjustments to such insurance
policies consistent with the public interest. The County shall provide the Franchisee written
notice at least sixty (60) days in advance of any reasonable adjustments.

10.1.6.  All Commercial General and Automobile Liability Insurance
policies shall by specific endorsement name the County, Parucnpatmg Municipalities, their

elected and appointed officials, officers, boards, commissions, commissioners, agents, and

employees as additional insureds. Such additional insured requirement shall be noted on the
onginal certificate of insurance provided to the County.

10.1.7. Failure to comply with the insurance requirements set forth in
this Section shall constitute a material violation of the Franchise.

10.2. Indemnification:

10.2.1.  Subject to the provisions below, the Franchisce shall, at its
sole cost and expense, indemnify, hold hanmnless, and defend the County and the Participating
Municipalities, their elected and appointed officials, officers, boards, commissions,
commissioners, agents, and employees, against any and all claims, suits, causes of action,
proceedings, and judgments, whether for damages or otherwise arising out of or alleged to arisc
out of the installation, construction, operation, or maintenance of the Cable System, including
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but not limited to any claim apainst the Franchisec for invasion of the right of privacy,.

defamation of any Person, firm or corporation, or the violation or infringement of any copyright,
trade mark, trade name, service mark, or patent, or of any other

intellectual property right of any
Person, firm, or corporation.

: 1022, This indemnity does not apply to programming carried on any
Channel set aside for PEG use, or Channels leased pursuant to 47 U.S.C. § 532, or to operations
of the PEG Channels to the extent such operations are carried out by a person other than the
Franchisee or its agents. Further, the Franchisee shall not be required to indemnify the County
for acts of the County which constitute willful misconduct or negligence, on the part of the
County, its officers, employees, agents, attorneys, consultants, independent contractors or third

parties, or for any activity or function conducted by any Person, other than Franchisee, in
connection with PEG Access, or EAS.

10.23. The County and/or the applicable Participating
Munricipality shall give the Franchisee written notice of its obligation to indemnify the
County or a Participating Municipality under Section 10.2 within thirty (30) days of receipt of a
claim, suit, cause of action, or proceeding for which the Franchisee is obligated to indemnify the
County or a Participating Municipality. The County shall take action necessary to avoud entry of
a default judgment if such action is needed before the County provides the Franchisee notice;
provided, however, that no such action shall in any way prejudice or harm the Franchisee.

10.2.4.  With respect to Franchisee’s indemnity obligations set forth in
Section 10.2, Franchisee shall provide the defense of any claims, suits, causes of action, or
proceedings brought against the County and any Participating Municipality by selecting
counsel of Franchisee’s choice to defend the claim, subject to the consent of the County,
which shall not unreasonably be withheld. Nothing herein shall be deemed to prevent the County
from cooperating with the Franchisee and participating in the defense of any litigation by its own
counsel at its own cost and expense, provided however, that after consultation with the County,
Franchisee shall have the right to defend, settle or comprotntse any claim, suit, cause of action, or
proceeding arising hereunder, so long as the settlement includes a full telease of the County,
and Franchisee shall have the authority to decide the appropriateness and the amount of any
such settlement. In the event that the County does not consent to the terms of any such settiement
or compromise, Franchisee shall not settle the claim or action but its obligation to indemnify the
County shall in no event exceed the amount of such settlement. In the event that Franchisee
fails, after notice pursuant to subsection 10.2.4, to undertake the County’s defense of any
claims encompassed within this Section 10.2, Franchisee’s indemnification shall include, but is
not limited to, the County’s reasonable attorneys' fees, inciuding fees for outside counsel
hired to defend the County, incurred in defending against any such claim, suit, cause of action,
or proceeding, any interest charges arising from any claim, suit, cause of action, or proceeding
arising under this Agreement or the Cable Law, the County’s out-of-pocket expenses, and the
reasonable value of any services rendered by the County’s Attomey or the County’s staff or their
employees. The Participating Municipalities shall have the same rights as the County hereunder
with respect o any claim or action asserted against them.

10.2.5.  Neither the provisions of this Section nor any damages
recovered by the County or Participating Municipalities shall be construed to limit the hability
of the Franchisee or its subcontractors for damages under the Agreement or the Cable Law or to
excuse the faithful performance of obligations required by the Agreement, cxcept lo the extent
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that any monetary damages suffered by the County or Participating Municipalities have been

satisfied by a financial recovery under this Section or other provisions of the Agreement or the
Cable Law.

10.2.6.  The County and Participating Municipalities shall at no time be
liable for any injury or damage occurring to any Pecson or property from any acts or omissions of
Franchisee in the construction, maintenance, use, operation or condition of the Cable System. It
is a condition of this Agreement that the County and Participating Municipalities shall not and

does not by reason of this Agreement assume any liability whatsoever of the Franchisee for
injury to Persons or damage to property.

10.2.7.  Nothing in this Agreement shall be construed to waive -the
County’s or Participating Municipalities governmental immunity.

1t.  TRANSFER OF FRANCHISE

iI.1. Application:

l1.1.1. A Transfer of the Franchise, or a Transfer of an [nterest in
the Franchise that results in a change in ownership interest of the Franchise of 5 percent or more,
must not occur without prior approval by the County and the Participating Municipalities.
However, a Transfer of an Interest to a person who aiready holds an ownership interest of
25 percent or more does not require such prior approval if Transfer of the Franchise does not
occur. A Transfer of the Franchise will not be approved by the County nor by a Participating
Municipality when the transferor has held the Franchise fess than three years unless the County

or the Participating Municipality finds that the transfer is necessary and in the best interests of
the Couaty or the Participating Municipality and its residents.

[L.1.2. An application to Transfer the Franchise must mect the
requirements of Section 8A-8(b) of the Cable Law and provide complete information on the
proposed transaction, including the legal, character, financial, technical and other pertinent
qualifications of the transferee, and on the potential impact of the transfer on subscriber services
or rates. The information required in Section 8A- 8(e)(1) through (3), (10) and (12) of the Cable
Law must be provided by the proposed transferee. The information required in Section 8A-
8(e)(4) through (9) of the Cable Law must also be provided whenever the proposed transferee
expects matenal changes to occur in those areas as a result of the transfer.

‘ H.1.3.  An application for Transfer of an Interest in the Franchise must
describe the proposed transaction in detail and identify the interest to be transferred, the

transferor, and transferee. [f the proposed transferee is not a current equity owner of the

(2).

11.1.4.  An application for a Transfer must provide all information
neeessary o provide a complete and accurate understanding of the transaction and of the

financial position of the Cable System before and after the proposed transaction, including all
documents and information related to the transaction.

1

1.2, A public hearing must be held on an application for Transfer of an Interest
in a franchisee of 23

2
25 percent or more.

28

Franchisee, the application must include the information required by Section 8A-8(e)(1) through



11.3. Before approving Transfer of the Franchise, the County and the
Partncxpatmg Municipalities must consider the legal, financial, technical and character

qualifications of the transferee to operate the System, and whether operation by the proposed
franchisee will adversely affect the cable services to Subscribers or otherwise be contrary (o the
public interest. Before approving a Transfer of an Interest in the Franchisee, the County and the
Participating Municipalities must consider whether the transferee's interest will have any effect
on the Franchisee's operation of the System, the Franchisee's qualifications, or the public interest.

11.4. The Counci! must take final action on an application for Transfer of the
Franchise after receiving a recommendation from the County Executive. The County Executive
may take final action on an application for Transfer of an [nterest.

t1.5. Approval by the County or a Participating Municipality of a Transfer
of the Franchise does not constitute a waiver or release of any of the rights of the County or
Participating Municipality under the Cable Law or this Agreement, whether arising before or
after the date of the Transfer. A Transfer does not release any non-performance prior to the
Transfer. All such non-performance shall become the responsibility of the new Franchisee
unless the County or Participating Municipality otherwise agrees.

11.6. The County and the Participating Municipalities may impose a grant fee to
cover their costs in excess of the filing fee in considering an application for Transfer of the
Franchise. The amount of such fee shail not exceed two hundred thousand dollars ($200,000)
adjusted annually for inflation based on the annual average of the Consumer Price Index for all

urban consumers for the Washington-Baltimore MSA, as published by the Bureau of Labor
Statistics.

V1.7, Transferee's "Agreement. No application for a Transfer of the
Franchise shall be granted uniess the transferee agrees in writing that it will abide by and accept
all terms of this Agreement and the Cable Law, and that it will assume the obligations, liabilities,
and responsibility for all acts and omissions, known and unknown, of the previous Franchisee
under this Agreement and the Cable Law for all purposes, including renewal, unless the County

and Participating Municipalities, in their sole dlscreuon expressly waive thlS requirement in
whole or in part.

11.8.  Release of Guarantee: Any entity guaranteeing the performance of the

Franchisee may apply to the County for release of the guarantee under the followmg
circumstances:

11.8.1. The Franchisee has demonstrated for five consecutive years

compliance in all material respects with the terms of the Franchise Agreement and the Cable
Law; and

11.82. A Guarantor which controls the Franchisee promises to not

interfere with Franchisee’s performance of its obligations under the Franchise Agreement and the
Cable Law.

119, Deﬁni{ ions:

11.9.1.  Affilate: Any Person who owns or controls, is owned or

controlled by, or is under common ownership or control with the Franchisee.
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1192, Control: The legal or practical ability o cxert actual working
control over the affairs of the Franchisee, either directly or indirectly, whether by contractual
agreement, majority ownership interest, any lesser ownership interest, or in any other manner.

11.93.  Transfer of the Franchise: Any transaction in which an
ownership or other interest in the Franchisee is transferred, directly or indirectly, from one
Person or group of Persons to another Person or group of Persons so that control of the
Franchisee is transferred; or the rights held by the Franchisee under this Franchise Agreement are

transferred or assigned to another Person or group of Persons. Notwithstanding, the following
transactions do not constitute a transfer of the Franchise:

[1.93.1. A transaction among or between affiliates if (1) the
tnitiat Franchisee provides an unconditional guarantee of performance of the new Franchisee in a

form acceptable to the County prior to the closing of the transaction; (2) the transferee agrees
ir. writing, prior to closing, that it will abide by and accept all terms of this Agreement and
the Cabie Law, and that it will assume the obligations, liabilities, and responsibility for all acts
and omissions, known and unknown, of the previous Franchisee under this Agreement and the
Cable Law for alt purposes, including renewal; (3) the Franchisee has no uncured defaults
from the time of the notice through the date of closing of the transaction; and (4) the Franchisee

has provided the County at least 90 days notice and responds completely to all information
requests by the County;

11.93.2. A sale of ownership or other interest in an entity
controlling the Franchisee, either directly or indirectly, unless the sale occurs before the

Franchisee has completed buildout of its cable system as promised in the Franchise Agreement;

11933, A wansfer in trust, by mortgage, by other
hypothecation, by assignment of any rights, title, or interest of the Franchisee in the Franchise or
Cable System in order to secure indebtedness.

1194. Transfer of an [nterest: The sale or transfer, directly or °

indirectly, of an existing or newly created equity interest in the Franchisee that does not result in
a transfer of control of the Franchisee. Notwithstanding, the following transactions do not

constitute a Transfer of an Interest, provided the Franchisee responds completely to all
information requests by the County:

L1.9.4.1. A transaction among or between affiliates;

11.9.4.2. A sale of ownership or other interest in an cntlty
controlling the Franchisee, either directly or indirectly;

11.943. A transfer in trust, by mortgage, by other
hypothecation, by assignment of any rights, title, or interest of the Franchisee in the Franchise or
Cable System in order to secure indebtedness.

12. RENEWAL OF FRANCHISE

12.1. The County, any Participating Municipalitics and Franchisee agree that
any proceedings undertaken by the County or Participating Municipalities that relate to the
renewal of this Franchise shall be governed by and comply with the provisions of Section 626 of
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the Communications Act, 47 U.S.C. § 546 and Section 8A-22 of the Cable Law to the extent
that it is not inconsistent with federal law.

122, In addition o the procedures set forth in said Section 626 of the
Communications Act and in the event that the County or any Participating Municipality engages
in a formal renewal of the Franchise, the County and any Participating Municipality agree to
notify Franchisee of any assessments of their future cable-related community needs and interests
or of the past performance of Franchisee under the then current Franchise term upon which the
County or the Participating Municipality intends to rely during formal renewal proceedings. The
County and any Participating Municipality further agree that if they issue any request for a
proposal under 47 U.S.C. § 546(b), such assessments shall be provided to Franchisee promptly

so that Franchisee has adequate time to submit a proposal under Section 626 and complete
renewal of the Franchise prior to expiration of its term.

13. ENFORCEMENT AND TERMINATION OF FRANCHISE

13.1.  Audits and Actions Regarding Fee Payments; Limitations. The County
shall have the right to inspect books and records relating to the Cable System and to audit and

recompute any amounts determined to-be payable under this Agreement, whether the records are
held by Franchisee, an Affiliate, or any other agent of Franchisee.

13.1.1.  Franchisee shall be responsible for making available to the
County all records necessary to confirm the accurate payment of Franchise fees and PEG Grants,
without regard to by whom they are held. Such records shall be made available pursuant to the
requirements of Article 9 herein. Franchisee shall maintain such records in accordance with its
normal record retention policy, which Franchisee shall provide to the County within thirty (30)

days of the execution of this Agreement and shall provide again whenever Franchisee changes
that policy over the course of the Franchise Term.

13.1.2.  The County’'s audit expenses shall be borne by the County
unless the audit discloses an undisputed underpayment of more than five percent (5%} of any
quarterly payment, in which case the County’s reasonable and verifiable out-of-pocket costs of
the audit shall be bomne by Franchisee as a cost incidental to the enforcement of the Franchise,
provided, however that the Franchisee’s obligation to pay or reimburse the County’s verified
audit- expenses shall not exceed in the aggregate fifty thousand dollars ($50,000) per audit,
adjusted annually for inflation based on the annual average of the Consumer Price Index for all
urban consumers for the Washington-Baltimore MSA, as published by the Bureau of Labor
Statistics. Any additional undisputed amounts due to the County as a result of the audit shall be
paid within thirty (30) days following written notice to Franchisee by the County of the
underpayment, which notice shall include a copy of the audit report. If recomputation from
an undisputed amount results in additional revenue to be paid to the County, Franchisee shall
pay any applicable penaltics and interest charges computed from such due date, as provided for

in the Cable Law. Any audit fees paid by the County shall not be determined based on a
percentage of audit findings basis.

13.1.3.  In the event the Franchisee disputes any underpayment
discovered as the result of an audit conducted by the County, the Franchisec and the County

shall work together in good (aith to promptly resolve such dispute. Both partics shall maintain all
rights and remedies available at law regarding any disputed amounts.
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13.2. End of Franchise Term: Upon completion of the term of the Franchise
granted under this Agreement, if a new, extended, or renewed Franchise is not granted to the
Franchisee by the County or a Participating Municipality, the Franchisee’s right to provide Cable
Service shall terminate as applicable, subject to applicable federal law.

13.3. The County Council shall have the right to revoke the Franchise for the
Franchisee’s material violation of this Agreement pursuaat to the Cable Law.

13.4. Rights and Remedies:

13.4.1. The rights and remedies reserved to both parties herein are
cumulative and shall be in addition to all other rights and remedies which either party may have

with respect to the subject matter of this Agreement, whether reserved herein or authorized by
applicable law.

13.4.2. The following violations by the Franchisee of this Agreement
are material violations of this Agreement for purposes of this Article:

_ 13.42.1.  Transfer of the Franchise without approval pursuant
to Article 11, or failure to notify pursuant to subsection 11.9.3:

13422, Habitual or persistent failure to provide Cable
Service as specified in Article 3;

13423, Failure to make Cable Service available to the
Initial Service Area, the Middle Service Area, the Extended Service Area, the Expanded Service
Area, or the Contiguous Service Area under the terms and conditions established in Article 3:

13424 Habitual or persistent failure to meet FCC technical
standards;

13.42.5. Failure to maintain the EAS pursuant to Section 5.4
in the event of an emergency;

13.42.6. Habitual or persistent failure to provide PEG Grants

pursuant tc Section 6.2;

13.42.7.  Habitual or persistent failure o provide the PEG
Channels pursuant to Article 6;

13.4.2.8. Habitual or persistent failure to provide Cable
Service 1o public buildings pursuant to Section 3.3; '

[3.4.2.9. Habitual or persistent failure to pay Franchise fees

pursuant to Article 7;

15.4.2.10. Habitual or persistent failure 10 meet reports and
records requirements in a timely manner pursuant to Article 9;

32



13.4.2.11. Habitual or persistent fatlure to satis{y insurance
requtrements pursuant to Section 10.1;

13.4.2.12. Habitual or persistent failure to maintain a
performance bond or letter of credit pursuant to Sections 13.5 and 13.6:

13.4.2.13. Habitual or persistent violation of consumer
protection requirements pursuant to applicable law;

13.4.2.14. Habitual or persistent violation of Subscriber
privacy requirements pursuaat to 47 U.S.C. § 551;

13.42.15. Hadbitual or persistent discrimination -among
Subscribers in violation of 47 U.S.C. § 541(a)(3); and

13.4.2.16. Habitual or persistent material customer service
standard violations other than those for which liquidated damages have been assessed and paid.

13.5. Performance Bond:

13.5.1.  Except as provided below, the Franchisee shall obtain and
maintain during the entire Franchise Term, including any extensions thereof, a performance bond
in the County’s and Participating Municipalities’ favor in the amount of two million
($2,000,000), in substantially the same form attached hereto as Exhibit E and as acceptable to
the County, in order to ensure the Franchisee’s faithful performance of its obligations under this
Agreement. The County may not attempt to collect under this bond unless thirty (30} days have
passed since the County provided the Franchisee with written notice of its intent to collect
under this bond. If within this thirty (30) day time frame, Franchisee gives written notice it
disputes entitlement to payments from Franchisee for which it has refused to make payment,

the parties shall promptly meet to attempt to resolve the dispute in good faith amongst
themselves. )

13.5.2.  The performance bond shall provide the following conditions:

13.5.2.1. The bond shall be either (i) written on an annual
term and may be extended for additional annual terms at the option of the surety or (11) the bond
shall be cancelable by the surety giving not less than sixty (60) days written notice to the County,
stating therein the effective date of such termination or cancellation. Such notice shall not limit
or terminate any obligations resulting from default by the Franchisee that may have accrued

under this bond as a result of default by the Franchisee prior to the effective date of such
termination,

13.5.2.2.  Neither cadcellation, nor termination nor refusal
by the surety to extend this bond, nor inability of the Franchisee to file a replacement bond or

replacement sccurity for its obligations, shall constitute a loss to the County recoverable under
this bond.

13.5.3.  There shall be recoverable by the County and/or by the County
on behalf of any Participating Municipality from the principal and surety, anv and all amounts
due to the County and/or any Participating Municipality and any aad all damages, losses,



costs, and expenses incurred by the County and/or any Participating Municipality resultting from
the failure of the Franchisee to comply with the material provisions of this Agreement, to comply
with all orders, permits and directives of any County agency or body having jurisdiction over its
acts or defaults, to pay fees or penaltics due to the County and/or any Participating Municipality,
to pay any clatms, taxes or liens due to the County and/or any Participating Municipality related
to activities arising under this Agreement or to pay liquidated damages to the County. Such

losses, costs and expenses shall include but not be fimited to reasonable attorney’s fees and other
associated expenses.

13.54.  The total amount of the performance bond required by

this Agreement shall be forfeited in favor of the County and/or to the County on behalf of any
Participating Municipality in the event:

13.54.1. the Franchisee abandons the Cable System at any
time during the Franchise Tenn or any extension thereto; or

13542, the Franchisee cammes out a transfer requiring
County and Participating Municipality approval as stated in Article 11 of this Agreement without
obtaining County and Participating Municipality approval.

13.5.5. The perfdrmance bond shall be issued by a surety with an A-1
or better rating of insurance in Best’s Key Rating Guide, Property/Casualty Edition.

[3.5.6.  The Franchisee shall not permit the performance bond to expire or
approach less than thirty (30) days prior to expiration without securing and delivering to the

County a substitute, renewal or replacement bond in conformance with the provisions of this
Agreement.

13.5.7.  Reduction of Bond: The County may approve a reduction in the
amount of the bond upon written application by the Franchisee, which approval shall not be
unreasonably withheld. The amount of the bond may be reduced to $250,000.00 when the Cable
System has been extended to more than fifty percent (50%) of the occupied dwelling units within
the Franchise Area, as certified by the Franchisee to the County, and may be further reduced to
the sum of $50,000.00 when the Cable System has been extended to more than ninety percent
(90%} of the occupied dwelling units within the Franchise Area, as certified by the Franchisee to
the County. Reductions granted or denied upon application by the Franchisee shall be without
prejudice to the Franchisee's subsequent applications or to the County's right to require the full
bond at any time thereafter. Further, in the event the County approves a reduction of the
Franchisee’s performance bond, the County may, at any time, increase the amount of the
performance bond to reflect any increased risks to the County and the public and/or require the
Franchisee to provide additional sureties to any and all bonds or to replace existing bonds with
new bonds that satisfy the criteria in this Article; provided, however, that any such performance
bonds or additional sureties shall not exceed five hundred thousand dollars ($500,000). The
County shall provide the Franchisec written notice at least sixty (60} days in advance of any such
increase in the performance bond resulting from this subsection.

13.5.8.  In the event the Franchisee is unable to secure a performance
bond as required under this Agreement, the Franchisce shall be able to provide either a letter of
credit, cashier’s check, or other security acceptable to the County.
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13.6.  Letter of Credit:

13.6.1.  In addition to the performance bond, the Franchisee shall
provide to the County a letter of credit in the amount of $100,000 (the “Letter of Credit™), in
substantially the same form as that attached hereto as Exhibit F. The Letter of Credit shall be
provided by a third party agent (“Third Party Agent”) approved by the County. The Franchisee
shall maintain such Letter of Credit at all times throughout the term of the Agreement and for a
period of one year foliowing the expiration or termination of the Agreement.

13.6.2.  If the County notifies the Franchisee of any amounts due to the
County or a Participating Munjcipality pursuant to this Agreement or applicable law, and the
Franchisee does not make such payment within thirty (30) days, the County may withdraw the
amount in question, with any applicable interest and penalties, from the Letter of Credit by notice
to the Franchisee and the Third Party Agent specifying the amount and purpose of such
withdrawal. However, if within this thirty (30) day time frame, Franchisee gives written
notice it disputes entitlement to payments from Franchisee for which it has refused to make

payment, the parties shall promptly meet to attempt to resolve the dispute in good faith amoungst
themselves. ‘

13.6.3. If at the time of a withdrawal from the Letter of Credit by
the County, the amount available with the Third Party Agent is insufficient to provide the total
payment of the claim asserted in the County’s notice of withdrawal, the balance of such claim
shall not be discharged or waived, but the County may continue to assert the same as an
obligation of the Franchisee to the County or any Participating Municipality.

13.6.4.  No later than thirty (30) days after mailing of notification to the
Franchisee by certified mail, return receipt requested, of a withdrawal under the Letter of Credit,
the Franchisee shall restore the amount of the Letter of Credit to $100,000.

13.6.5. In the event the Third Party Agent serves notice to the County
that it elects not to renew the Letter of Credit, the County may withdraw the entire amount of the
Letter of Credit unless the Franchisee provides a substitute Letter of Credit, in substantially the

same form as that attached hereto as Exhibit F, from a Third Party Agent approved by the
County, before the effective Letter of Credit expires.

13.7.  Liquidated Damages:

13.7.1. Because the Franchisee’s failure to comply with provisions of this
Agreement will result in injury to the County and/or Participating Municipalities, and because it
will be difficult to estimate the extent of such injury, the County and the Franchisee agree to
the liquidated damages provided for in this Section, with such liquidated damages representing
both parties” best estimate of the damages resulting from the specified violations. Such
damages shall not be a substitute for actual performance by the Franchisee of a financial
payment, but shall be in addition to any such actual performance. The failure of 2 Franchisee to

hire sufficient stafl or to properly train its staff shall not preclude the application of the
provisions in this Section.

13.7.2.  The County, or its designee, shall have the authority 10 waive or
reduce the liquidated damage amounts herein for good cause.
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13.7.3. Cure periods listed below shall begin to run at the time the
Franchisee is notified in writing of a violation by the County, unless otherwise specified below.
Should the County elect to receive liquidated damages for any of the violations enumerated
kerein, such liquidated damages shall be the County’s sole remedy for the violations occurring
during the period of time to which the liquidated damages apply.

13.74.  On an annual basis from the Effective Date, the Franchisee shall
be liable for liquidated damages up to one hundred thousand ($100,000) (the “Liquidated
Damages Cap”); provided, however, the Franchisee may pay any amount in excess of the

Liquidated Damages Cap. The liquidated damages may be assessed only by the County and any
assessments shall be made in the following manner:

13.74.1. For failure to substantially comply with
requirements for PEG use of the Cable System pursuant to Sections 3.3, 6.1, 6.4, 6.5 and 6.6 and

subsections 6.7.2, and 6.7.5: $1000 per day for each day compliance is delayed beyond a

fourieen (14) day cure period, if the Franchisee has not undertaken substantial corrective action
to cure the violation within that fourteen (14) day cure period;

13.742. For failure to provide complete and accurate
irformation, reports, or filings lawfully required under this Agreement: $200 per day for
each day that each such filing is delayed beyond a thirty (30) day cure period;

13.743. For each day during which the County
determines that the Franchisee has violated customer service standards pursuant to Exhibit

D, except for those standards set forth in sub-subsections 13.7.4.4 and 13.7.4.5 below:
$200 per violation, treating each failure to comply as a separate violation, following a
szven (7) day cure period, except that such cure period does not apply to customer service
standards that themselves provide a time to act or a specific cure period;

. 13.743.1. A separate violation under sub-
subsection 13.7.4.3 shall be deemed to occur whenever the County reasonably determines that a

separate customer service standard violation has occurred on one day. Thus, for example, if the
Franchisee fails to provide Cable Service to one subscriber for two days pursuant to Exhibit D,
there would be two violations; if the Franchisee fails to keep an appointment pursuant to Exhibit
D with one Subscriber on one day and on that same day, independent of the missed appointment,
the Franchisee fails to disclose price terms to that same Subscriber, then there would be two
violations. However, the Franchisee shall not be charged with multiple violations for a single act
or event affecting a single Subscriber or for a single act or event affecting multiple Subscribers

on the same day. For example, the failure of the Franchisee to send out its annual notice to
multiple Subscribers would constitute a single violation.

13.74.4.  For failure to tssue an undisputed refund or credit
pursuant to Exhibit D after being directed by the County to do so: $200 per violation, treating
cach [ailure to comply as a separate violation, following a seven (7) day cure period;

13.7.45.  For failure to meet customer service standards with
regard to telephone answering time, time to transfer a call 10 a customer service representative,

or excessive busy signals: if such standards are not met according to the terms in which such
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standards are established in Exhibit D: $500 for each quarter in which such standards were not
et if the failure was by less than 5%; $1,000 for each quarter in which such standards were not

met if the failure was by 3% or more but less than 15%; and $2,000 for each quarter in which
such standards were not met if the failure was by 15% or more;

13.74.6. For failure to render payment for Audit Fees
pursuant to Section 13.1, or failure to pay capital grants or expenditures, or liquidated damages

up to the Liquidated Damages Cap: $100 for each day each such payment is. delayed, fotiowing a
seven (7) day cure period; :

13.74.7.  For failure to file, obtain or maintain the required

performance bond or other security instruments in a timely fashion: $200 per day, following a
fourteen (14) day cure period;

13.7.48. For violation of ﬁpplicablc technical standards
established by the FCC or other lawful authority: $100 per day for each day the violation
continues after a thirty (30) day cure period;

13.74.9. For faillure, unless such failure is beyond the
Franchisee’s control, of the Emergency Alert System to perform in the event of a public
emergency or vital information situation: $250 per occurrence; '

- 13.7.4.10. For a Transfer without approval: $2,000/day for
each day the violation continues; ,

13.7.4.11. For failure to restore damaged property: $50 per
day, in addition to the cost of restoration as required elsewhere herein;

13.74.12. For any other significant violations of this
Agreement or the Cable Law (if applicable): $50 per day for each violation for each day the
violation is not remedied beyond a thirty (30) day cure period.

14. MISCELLANEQUS PROVISIONS

14.1.  Actions of Parties: In any action by the County or Franchisee that is

mandated or permitted under the terms hereof, such party shall act in a reasonable, expeditious,
and timely manner.

14.2. Binding Acceptance:  This Agreement shall bind and benefit the
parties hereto and their respective heirs, beneficiaries, administrators, executors, receivers,
trustees, successors and assigns.

14.3. Preemption: [n the event that federal or state law, rules, or
regulations preempt a provision or limit the enforceability of a provision of this Agreement, the
provision shall be read to be preempted to the extent, and for the time, but only to the extent and

for the time, required by law. in that event, the parties shall negotiate in good faith to reconstitute

this Agreement in a form that, to the maximum extent possible, is consistent with the parties’

original intent and preserves the benefits bargained for by each party. {n the event such federal or

state law, rule or regulation is subsequently repealed, rescinded, amended or otherwise changed

so that the provision hereof that had been preempted is no longer preempted, such provision shall
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return to full force and effect, and shall thereafter be binding on the parties hereto, without the
requitement of further action on the part of the County.

14.4. Force Majeure: Franchisee shall not be held in default under, or in
noncompliance with, the provisions of the Franchise, nor suffer any enforcement, liquidated
damage, or penalty relating to noncompliance or default, where such noncompliance or alleged
dzfaults were caused by a Force Majeure. In the event that any such delay in performance or
fatlure to perform affects only part of the Franchisee’s capacity to perform, the Franchisee shall
perform to the maximum extent it is able to perform and shall take all reasonable steps within its
power to correct such noncompliance or default in as expeditious a manner as possible.

14.5.  Notices: Unless otherwise expressly stated herein, notices required under
the Franchise shall be matled first class, postage prepaid, to the addressees below. Each party
may change its designee by providing written notice to the other party.

14.5.1. Notices to Franchisee shall be mailed to:

William Roberts

President

Verizon Maryland Inc.
.1 East Pratt Street, 8E
Baltimore, Maryland 21202

with a copy to:

Jack White

Senior Vice President & General Counsel — Verizon Telecom
One Venzon Way
Room VC43EQ10

Basking Ridge, NJ 07920-1097

14.52.  Notices to the County shall be mailed to:

County Executive

Office of the County Executive
101 Monroe Street

Rockville, MD 20850

with a copy to:

Cable Communications Administrator
Office of Cable Television
-100 Maryland Avenue

Rockville, MD 20850

14.6.  Entire Agreement: This Agreement embodies the entire understanding
and agreemcnt of the County, any Participating Municipalities and the Franchisee with respect to
the subject matter hereof and merges and supersedes all prior representations, agreements, and
understandings, whether oral or written, between the County, any Participating Muaicipalities

38

@



and the Franchisee with respect to the subject matter hereof, including, without limitation, any
and all written or oral statement or tepresentations by any official, employee, agent, attorney,

consultant, or independent contractor of the County, a Paricipating Municipality or the
Franchisee.

14.7. Exhibits:  The exhibits to this Agreement (the “Exhibits™), attached
hereto, and all portions thereof, are, except as otherwise specified in such Exhibits, incorporated
herein by reference and expressly made a part of this Agreement. The procedures for approval of
any subsequent amendment or modification to said Exhibits shall be the same as those

applicable to any amendment or modification hereof, except as specified in such Exhibit or
elsewhere in this Agreement.

14.8.  Captions and Headings: The captions and headings of articles and sections
throughout this Agreement are intended solely to facilitate reading and reference to the sections

and provisions of this Agreement. Such captions shall not affect the meaning or interpretation of
this Agreement.

14.9.  Severability: If any section, subsection, sentence, paragraph, term, or
provision of this Agreement shall, to any extent, be held to be illegal, invalid, or unenforceable,
the remainder hereof shall be valid in alf other respects and continue to be effective.

14.10. Recitals: The recitals set forth in this Agreement are incorporated into the
body of this Agreement as if they had been orniginally set forth herein.

14.11. No Oral Modifications: This Agreement shall not be modified except by

written instrument executed by the County (and the relevant Participating Municipality as
appropriate} and the Franchisee.

14.12. Prohibition Against Discrimination: The Franchisee shall adhere to the
Equal Employment Opportunity regulations of the FCC and to all federal, state and local laws,

and executive orders pertaining to discrimination, equal employment opportunity and affirmative
action that are applicable to the Franchisee.

_14.13. Connections to the Cable System; Use of Antennas:

14.13.1. To the extent consistent with federal law, Subscribers shall have
the right to attach devices to the Cable System to allow them to transmit signals: or service to
video cassette recorders, receivers and other terminal equipment, and to use their own remote
control devices and converters, and other similar equipment, so long as such devices do not
interfere with the operation of the Cable System, or the reception of any cable Subscdber, nor
serve to circumvent the Franchisee’s security procedures, nor for any purpose to obtain services
ulegally. The Franchisee shall provide information to consumers which will allow them to adjust
such devices so that they may be used with the Cable System.

[4.132. The Franchisce shall not, as a condition to providing Cable
Service, require a Subscriber 1o remove any existing antenna or disconnect an antenna, or
prohibit or discourage a Subscriber from installing an antenna switch, provided that such

equipment and installations are consistent with applicable law and technically able to shield the
Cable System from any interference.
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14.14. Franchisee Bears lts Own Costs: Unless otherwise expressly provided in

this Agreement, all acts that the Franchisee is required to perform must be performed at its own
expense.

14.15. County Bears its Own Costs: Unless otherwise expressly provided in this

Agreement, all acts that the County and any Participating Municipality are required to perform
must be performed at their own expense. '

14.16. Rights of Third Parties: Nothing herein shall be construed to give any
_ Person other than the Franchisee or the County or any Participating Municipality a right to assert
any claim or cause of action against the Franchisee, the County or a Participating Municipalities,

its employees, elected or appointed officials, officers, commissions, commissioners, boards or
agents.

14.17. Rate Regulation: The County and Participating Municipalities reserve all
of their rights to regulate Franchisee’s rates subject to applicable law.

14.18. Governing Law: This Franchise Agreement shall be governed in all
respects by the laws of the State of Maryland and applicable federal law.

14.19. Jurisdiction and Venue: Franchisee consents to venue and jurisdiction in

the U.S. District Court for the District of Maryland and the Circuit Court for Montgomery
County, Maryland.

14.20. Employment, Training, And Procurement Requirements:

14.20.1. E;nployment:

14.20.1.1. Franchisee shall, in accordance with Federal, State,
County and local laws and ordinances and regulations, afford equal opportunity and non-
discritination in employment to all individuals, regardless of their race, color, religion, age, sex,

national origin, sexual orientation or handicap. Franchisee shall comply will all applicable
recluirements of the Americans with Disabilities Act.

14.20.1.2. Franchisee agrees that it shall give documentary

evidence as to the steps it took to ensure that a good faith effort was made by it to comply with
‘subsection 14.21.1 above.

14.20.2. Training. Franchisee shall provide training on an ongoing -

basis for its employees to maintain and upgrade skills and to prepare for promotional
opportunities.

14.20.3. Procurement:

14.20.3.1. Franchisee shall establish and maintain a
program o purchase goods and services from minority, female, and disabled-owned ("*MFD™)
businesses consistent with the purposes of the County’s MFD program.

. 14.20.3.2. Franchisee shall file with the County a copy of
Franchisee’s Annual Report which Franchisee files with the Maryland Public Service
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Commisston detailing total procurement, MFD procurement by MFD category, procurement

type, and dollar value within the State of Maryland.

14.204. Performance: Performance in employment and MFD
procurement shall be considered in any request for renewal of this Franchise.

[SIGNATURE PAGE FOLLOWS]
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AGREED TO THIS DAY OF , 2006.

IN WITNESS WHEREOF, the parties have set their hands and seals on the date written
abave. ‘

MONTGOMERY COUNTY, MARYLAND

By: ,
Douglas M. Duncan
County Executive
VERIZON MARYLAND INC.
By:

William R. Roberts
President



EXHIBIT A

PARTICIPATING MUNICIPALITIES

Bamnesville (1 pubtlic building)
Brookeville (1 public building)

Chevy Chase Village (1 public building)
Chevy Chase Section 3 (1 public building)
Town of Chevy Chase (1 public building)
Chevy Chase Section 5(1 public building)
Chevy Chase View (1 public buifding)
Garrett Park (1 public building)

Glen Echo (I public building)

Kensington (2 public buildings)
Laytonsville (1 public building)

North Chevy Chase (1 public building)
Poolesville (1 public building)

Rockville (5 public buildings)

Somerset (1 public building)

Takoma Park (5 public buildings)
Washington Grove (1 public building)
Village of Martin’s Additions (1 public building)



EXHIBIT B

INITIAL, MIDDLE, EXTENDED, EXPANDED AND CONTIGUOUS
SERVICE AREAS

The service areas are shown in the attached map.
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EXHIBIT C

PEG CHANNELS

Seven of the thirteen (13) PEC channels shall be allocated as follows:
(A) One full-time analog video channel for County Government use;

B) Oune full-time analog video channel for Educational Access use by the
Montgomery County Public Schools;

(C) One full—ti.mc analog video channel for Educational Access for use by
Montgomery College;

(D) One full-ttme analog video channel for Public Access use by Montgomery
Community Television or other County designee;

(E) One full-time analog video channel for Governmental use by the City of
Rockville; '

(F) One full-time analog video channel for Governmental use by the City of Takoma
Park;

(G) One full-time analog video channel for Governmental use by the Montgomery

County Chapter of the Maryland Muaicipal League.

2. The remaining PEG channels shall be allocated by the County in its sole discretion.

3. Subject to the County’s rights regarding allocation of channels, franchisee shall carry the
following PEG Channels currently being provided in the County:

- University of MD College Park: 1 Channel

- Montgomery County Governmental Access Channel: | Channel

- Montgomery College: 1 Channel
- City of Rockville Governmental Access: | Channel

- City of Takoma Park/City of Gaithersburg Governmental Access: ! Channel
- University of MD University College: | Channel

- Public access: 2 Channels
- Montgomery County Public Schools: 2 Channel

- Montgomery County Chapter of the Maryland Municipal League: 1 Channel



EXHIBIT D

CUSTOMER SERVICE STANDARDS

This Exhibit sets forth the minimum customer service standards that the Franchisee must satisfy.
In addition, and subject to the provisions of this Agreement, the Franchisee shall at all times
satisfy any additional requirements established by applicable federal and state law or regulation,

as the same may be amended from time to time, including, without limitation, consumer
protection laws.

L DEFINITIONS

The County and the Franchisee agree that the following definitions shall govemn the

County’s enforcement of and the Franchisee’s obligations under the customer service standard
requirements under this Exhibit D:

- As Soon As Possible: As used in 47 C.F.R. § 76.1603(b), a minimum of thirty (30) days
in advance of such change.

Customer Service Center/Business Office: As used in 47 C.F.R. § 76.309(c)}(1)(v) and
Section 8A- t4(a) of the Cable Law, means that the Franchisee must provide for the pick
up or drop off of equipment in one of the following manners: (i) by having a Franchisee
representative going to the Subscriber’s residence, (ii) by using a pre-paid mailer, or (iii)
by establishing a local business office in the County.

- Next Billing Cycle: As used in 47 C.F.R. § 76.309(c)(3)(i)-(ii) and in this Agreement,
means the Subscriber’s next available billing cycle.

L}

Resolution of the Request: As used in 47 C.F.R. § 76.309(c)(3)(i)(A), means the

Subscriber’s Next Billing Cycle following determination by the Franchisee of the
Subscriber’s right to a refund.

Respond (or Begin Working On as used in 47 C.FR § 76.309(c)(2)(ii)): Franchisee’s
- Investigation of a Service Interruption by receiving a Subscriber call and placing the

Subscriber’s service repair request into the Franchisee’s automated repair response
system and, il required, taking action.

Return of the Equipment: As used in 47 C.F.R. § 76.309(c)(3)(i)(B), a Subscriber’s
equipment is considered retumed when the Franchisee has accepted the condition of the

cquipment and billed for any outstanding charges, all of which shall be completed no
later than the Subscriber’s Next Billing Cycle.

- Standard Installation: Installations where the customer's premises arc within two

hundred (200) feet of the serving terminal, or the edge of the property, whichever is less,
and where an ONT is already present.
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- System Malfunctions: Service impacting event originating at the Franchisee’s video hub

offices or super-headend or a major fiber cut that would require the report of an
unplanned outage in subsection 9.11.2.

- System Qutage: A Service Interruption affecting at least ten percent (10%) of the
Subscribers in the Service Area lasting at least four (4) continuous hours.

R iR CUSTOMER SERVICE STANDARDS

A. Except as modified by a specific provision of this Exhibit, the Franchisee shall
comply with the customer service standards set forth in 47 C.F.R. §§ 76.309(c), 76.1602,
75.1603, and 76.1619, as such standards may be amended from time to time.

B.  Measurement of the standard in 47 CF.R. § 76.309(c)(1)(ii) may include ali calls
teceived by the Franchisee at all call centers receiving calls from Subscribers, whether they are
answered by a live representative or by an automated attendant.

C. In addition, no increase in rates or charges shall bé implemented unless each
Subscriber subject to the increase in rates and charges has been notified of the change at least
sixty (60) days in advance of the change. In lieu of the Franchisee providing sixty (60) days
written or electronic notice to each Subscriber subject to the increase, notification may be
cablecast to Subscribers by the Franchisee in a manner approved by the County, but in the event
a cablecast notice is provided to Subscribers, the Franchisee aiso shall give each Subscriber
subject to the increase written notice of the increase no less than thirty (30) days before the
increase is implemented. In addition, the Franchisee shall provide oral or written notification of
any pending increases to rates and charges to any Person who requests Cable Service or becomes

a Subscriber after any approval of increases to rates and charges but before the rate increase
becomes effective.

D. The Franchisee shall employ -an operator or maintain a telephone answering
device twenty-four hours per day, each day of the year, to receive Subscriber complaints. The
Franchisee must hire sufficient staff so that it can adequately respond to customer inquiries,

complaints, and requests for service in its office, over the phone, and at the Subscriber's
residence.

E. There shall be a location within the Franchise Area that shall be open and
accessible to the public to make payments and to pick up or drop off equipment. In order to
allow the Franchisee to efficiently pick up equipment and. for Subscribers to easily drop oft the
Franchisee’s equipment, the Franchisee may satisfy the foregoing pick up and drop off
requirement by having a Franchisee representative going to the Subscriber’s residence, by using
a pre-paid mailer, or by establishing a local business office in the County. Any physical location
rzquired under this paragraph shall be accessible to persons with disabilities and shall be in

compliance with the Americans with Disabilities Act and any applicable laws of the State of
Maryland.

E. The Franchisee shall establish maintenance service capable of promptly locating
and correcting System Malfunctions and System Outages.



G. The Franchisee shall maintain a publicly-listed, local toll-free telephone number
that shall be available to Subscribers to request service calls, twenty-four hours per day, each day
of the year. Franchisee shall have TDD/TTY (or equivalent) equipment, and a publicly listed

telephone number for such equipment, that will allow hearing impaired customers 1o contact the
Franchisee.

H. The Franchisce shall keep an emergency system maintenance and repair staft,
capable of responding to and repaiﬁng System Malfunctions, System QOutages, or Service
Interruptions, on a twenty-four (24) hour basis at all times, and under Normal Operating
Conditions shall Respond tweaty-four (24) hours a day, seven (7) days a week.

L Under Normal Operating Conditions, billing inquiries and requests for service,
repair, and maintenance not involving Service Interruptions must be acknowledged by a trained
customer service representative within twenty-four (24) hours, or prior to the end of the next
business day, whichever is earlier. The Franchisee shall respond to all other inquiries within five

(5) business days of receipt of the inquiry or complaint. Final resolution shall not be
unreasonably delayed. -

J. To the extent consistent with federal law, no charge shall be made to the
Subscriber for repairs or maintenance of Franchisee-owned equipment or facilities, except for the

cost of repairs to the Franchisee’s equipment or facilities where it can be shown that the
equipment or facility was damaged by a Subscriber.

K. If requested by a mobility-limited customer, the Franchisce shall arrange for

pickup and/or replacement of converters or other Franchisee equipment at the Subscriber’s
address or by a satisfactory equivalent.

L. Under Normal Operating Conditions, the Franchisee must Respond to a call from a
Subscriber regarding a Service Interruption or other service problems within the following time

frames:

(1) Within twenty-four (24) hours, including weekends, of receiving
subscriber calls respecting Service Interruptions in the Service Area.

(2) The Franchisee must begin actions to correct all other Cable Service

problems the next business day after notification by the Subscriber or the
County of a Cable Service problem.

M. Under Nomnal Operating Conditions, the Franchisee shall complete repairs within
seventy-two (72) hours of the time Franchisee commences to Respond to the Service
[nterruption, not including weekends and situations where the Subscriber is not reasonably

available for a Service Call to correct the Service Interruption within the seventy-two (72) hour
penod.

N. The Franchisee’s service representatives will have the ability to issue service
credits, at their sole discretion, to address customer complaints related to missed appointments

and Service Interruptions.
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O. Under Normal Operating Conditions, the Franchisee shall provide a credit upon
Subscriber request when all Channels received by that Subscriber are out of service for a period of
four (4) consecutive hours or more. The credit shall equal, at a minimum, a proportionate amount
of the affected Subscriber(s) current monthly bill. In order to qualify for the credit, the Subscriber
must promptly report the problem and allow the Franchisee lo verify the problem if requested by

the Franchisee. If Subscriber availabitity is required for repair, a credit will not be provided for
such time, if any, that the Subscriber is not reasonably available.

P. Under Normal Operating Conditions, if a System Outage affects all Cable
Services for more than twenty-four (24) consecutive hours, the Franchisee shall issue an
automatic credit to the affected Subscribers in the amount equal to their monthly recurring
charges for the proportionate time the Cable Service was out, or a credit to the affected
subscribers in the amount equal to the charge for the basic plus enhanced basic level of service
for the proportionate time the Cable Service was out, whichever is technically feasible or, if both
are technically feasible, as determined by Franchisee provided such determination is non-

discriminatory. Such credit shall be reflected on Subscriber billing statements within the next
available billing cycle following the outage.

Q. The Franchisee shall provide the following materials to each Subscriber at the
time Cable Service is installed, at least annually thereafier, and at any time upon request.

Copies of all such materials provided to Subscribers shall also be provided to the County and
posted on Franchisee’s website.

(n a written description of products and services offered, including a
schedule of rates and charges, a list of channel positions, and a
description of programming services, options, and conditions;

(2) a written description of the Franchisee’s installation and service
maintenance policies, and any other of its policies applicable to its
subscribers;

(3) written instructions on how to use the Cable Service;

4 written instructions for placing a service call;

(5) a written description of the Franchisee’s billing and complaint

procedures, including the address and telephone number of the County
office responsible for receiving Subscriber complaints;

(6) a copy of the service contract, if any;

(7) notice regarding Subscribers’ privacy rights pursuant to 47 U.S.C.
§ 351,
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(8) notice of the availability of universal remote controls and other
compatible equipment (a list of which, specifying brands and models,
shall be provided to any Subscriber upon request).

(9)  The provision of information regarding delinquent subscriber
disconnect and reconnect procedures under Section 8A- 14(d) of the

Cable Law will be accomplished by Franchisee posting such
information on its website.

R. Subscribers and the County will be notified of any changes in programming
services or channel positions, and any significant changes in any other information required {o be
provided by this section in writing. Notice must be given to subscribers and the County a

minimum of thirty (30) days in advance of such changes and other significant changes if the
change is within the control of the cable operator.

S. All Franchisee promotional materials, announcements, and advertising of
residential Cable Service to Subscribers and the general public, where price information is listed
in any manner, shall clearly and accurately disclose price terms. In the case of pay-per-view or
pay-per-event programming, all promotional materials must clearly and accurately disclose price
terms and in the case of telephone orders, the Operator shall take appropriate steps to ensure that

price terms are clearly and accurately disclosed to potential customers before the order is
accepted.

T. The Franchisee shall maintain a public file containing all notices provided to
Subscribers under these customer service standards. Copies of all such notices provided to

Subscribers shall also be provided to the County. The notices shall be placed promptly in the
public file and maintained for at least one year from the date of the notice.

u. The Franchisee shall establish a clear procedure for resolving complaints fited by

Subscribers.  Complaints may be made orally, in writing (including by e-mail), at the
complainant’s option. '

V. Subject to Section 2.2 and subsection 2.7.1, the customer service standards set
forth herein shall be in addition to the rights and remedies provided by Title 13 of the Maryland
Commercial Law Article (the Maryland Consumer Protection Act), as amended, and Chapter 11
(Consumer Protection) of the Montgomery County Code, 2004, as amended. This subsection
does not evidence any consent or recognition by Franchisee of the legality of any provision of
Title 13 of the Maryland Commercial Law Article (the Maryland Consumer Protection Act), as

amended, or Chapter {1 (Consumer Protection) of the Montgomery County Code, 2004, as
amended. ' '

W, Section 8A-14(c) of the Cable Law shall be implemented in the following
manner. The Franchisee shall schedule and conduct maintenance on the Cable System so that
interruption of service is minimized and occurs during periods of minimum Subscriber use of the
Cable System. The Franchisee shall provide reasonable prior notice (o Subscribers and the
County before interrupting service for planned maintenance or construction, except where such



interruption is expected to be two hours or less in duration. Such notice shall be provided by
methods reasonably calculated to give Subscribers actual notice of the planned interruption.

X. The Subscriber’s preference as to the point of entry into the residence shall be
observed whenever feasible. Runs in building interiors shall be as unobtrusive as possible. The
Franchisee shall use due care in the process of installation and shall restore the subscriber's
property to its prior condition. Such restoration shall be undertaken and completed promptly if
an unsafe condition exists, or if not, as soon as possible after the damage is incurred and shall be
completed within no more than thirty (30) days after the damage is incurred.

Y. In {ocations where the Franchisee’s System must be underground, drops must be
placed underground as well. Except as federal law may otherwise require, in any area where the
Franchisee would be entitled to install a drop above-ground, the Franchisee will provide the
homeowner the option to have the drop installed underground if requested, but may charge the

homeowner the difference between the Actual Cost of the above-ground installation and the
Actual Cost of the underground installation.

Z. The Franchisee shall use its best efforts to collect on delinquent subscriber
accounts before terminating service. In all cases, the Franchisee shall provide the customer with

ai least ten (10) working days written notice, with the telephone number to call to arrange
payment or to resolve disputes, prior to disconnection.

AA.  Under Normal Operating Conditions, each of the following standards shall be met
by Franchisee at least 95% of the time, as measured on a quarterly basis:

(1) Prompt Service. The Standard [nstallatidn shall be performed within seven
(7) business days after an order is placed subject to Section 3.2. and
subsection 3.2.1. of the Agreement. If an ONT is not already installed on the

customer’s premises, it shall be installed within seven (7) business days
after an order is placed by the customer.

(2)  Service Times. The Franchisee shall perform service calls, installations,
and disconnects at least during Normal Business Hours. The Franchisee
will offer Subscribers “appointment window™ alternatives for arrival to
perform installations, Service Calls and other activities of a maximum four
(4) hours scheduled time block during appropriate daylight available
hours, usually beginning at 8:00 AM unless it is deemed appropriate to
begin earlier by location exception. At the Franchisee’s discretion, the

Franchisee may offer Subscribers appointment arrival times other than

these four {(4) hour time blocks, if agrecable to the Subscriber. These hour
restrictions do not apply to weekends.

(3) Cancellation. The Franchisee may not cancel an appointment with a

Subscriber after the close of business on the business day preceding the
appointment. 1f the Franchisee’s representative is running late for an

@



appointment with a Subscriber and will not be able to keep the
appointment as scheduled, the Subscriber will be contacted, and the

appointment rescheduled as necessary, at a time which is convenient for
the Subscriber.



EXHIBIT E

MODEL BOND TO BE ATTACHED



EXHIBIT F

MODEL LETTER OF CREDIT TO BE ATTACHED
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EXECUTIVE SUMMARY

This Report addresses the proposed grant of a cable television franchise to
‘Verizon Maryland, Inc. ("Verizon MD"). Verizon MD filed a frar.tdlise application and
an accompanying proposed Franchise Agreement on Septembec 11, 2006, requesting
that the County grant the company a franchise to provide cable services in the entire
County. Verizon MD filed its application é\fter a review process and negotiations with
the County. The Office of Cable and Conununications Services, Department of

Technology Services (the “Cable Office”), recommends that you approve the proposed

franchise because the proposed franchise will serve the interests of cable subscribers

and thé County,

The Proposed Franchise.

We have negotiated the terms of the proposed Franchise Agreement with
representatives of Verizon MD. We have considered the interests of all the affected
parties — including County residents, cable subscribers, the municipalities within the
Counly, the Méntgomery County P'ublic Schools, Montgdmery Coliege, County
governument, and outside agencies -- in an effort to achieve an equitable balance among
all of those interests. We have also considered the effects of the p roposed franchise on
the County’s agreements with the incumbent cable operators, Comcast Cablevision of

Potomac, 1L1.C ("Comcast”) and RCN (“Existing Cable Operators™).

' (B



We believe that the terms of the proposed Franchise Agreement appropriately
balance the legitimate interests of the County in developing competition for cable
service and those of the Existing Cable Operators. Verizon MD has requested authority
to serve the entire Couniy and to do so through an orderly buildout of the fiber-to-the-
premises (“FTTP") system Verizon calls “FiOS” over a reasonable time period. The
proposed Franchise Agreement allows Verizon MD to phase-in cable service as the
FiO5 system is built over the first seven years of the franchise term, placing different
areas of the County in “initial,” “middle,” “expanded,” “extended,” and “contiguous”
service areas. ‘The Cable Off(ice believes that it is in the inferests of the County, cable
subscribers in the County, and all County residents to encourage competition. The
investment required for Verizon MD to build and/or activate the FiO5 system
throughout the County requires reasonable timelines to avoid unaffordable
construction costs and to allow the system to be brought on line in a manner that takes
advantage of new technological developments (for example in serving multiple
dwelling units). Accordingly, the Cable Office supports Verizon MD's request to roll

out its services in phases.

The principal terms of the proposed Franchise Agreement are as follows:

> A franchise would be granted for a term of 15 years.

»  Verizon MD would construct an FTTP system capable of providing voice, video
and broadband access services.

5

To accommodate interactive services, the system will be two-wavy activated.

:
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The proposed Franchise Agreement contains customer service standards
addressing telephone and service responsiveness, billing, installation, and notice to

subscribers. These standards are enforceable by means of liquidated damages and
a security fund.

Verizon MD will provide 13 PEG channels, 11 analog channels for PEG use now
and 2 additional analog channels reserved for future use when requested by the

County. Thirteen more channels (for a total of 26} will be available if Verizon MD
converts the analog PEG channels to a digital format.

The County, on its behalf and on behalf of the participating municipalities, will
receive a franchise fee of 5% of gross revenues.

t

Verizon MD will provide the County, on its behalf and on behalf of the
participating municipalities, with a capital support grant equal to 3% of gross
revenues related to cable services, 1o be used by the County and the participating
municipalities to support PEG access and the Fiber-Net/ institutional network.

Verizon MD will provide the County free cable drops and free cable service to up

to 100 government buildings designated by the County, and $200,000 payments in
each of the first 5 years of the franchise.

Verizon MD will provide the partictpating municipalities 27 free cable drops and
free cable service to government buildings designated by the participating
municipalities in the following manner: five for Takoma Park, two for Kensington,
and one for each of the other participating municipalities.

Verizon MD will carry all public, governmental and educational programming.
Such programming will be carried on the channels designated for PEG use.

Vernizon MD will reimburse the County up to $250,000, and the participating

municipalities up to $40,000 for the expenses they incurred in granting the
franchise.

Verizon MD will comply with all applicable tederal, state and local laws and
regulations that may apply to the operation, construction and repair of the system.

All construction, maintenance and installations must be performed by experienced

maintenance and construction personnel.

Verizon MD will comply with system technical standards and testing,
requirements that will insure that the system meets the requirements set forth in
the franchise, as well as all applicabie state and federal laws and regrulations.

wd
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Verizon MD will provide a security fund of $100,000 and a performance bond in
the amount of $2,000,000. The performance bond is primarily intended to protect
the County against major defaults by the company. The security fund is designed
to allow the County to enforce the franchise on a day-to-day basis, by drawing
down specified liquidated damage amounts in the event Verizon MD fails to
comply with particular franchise requirements. [f the County draws on the fund,
Verizon MD is required to restore the security fund to its full amount.

Conclusion.

The proposed grant of a cable television franchise to Verizon MD will provide
nearly 96 percent of the residents of the County with access to two state-of-the-art cable
Systems over the next seven years. The Cable Office anticipates that the resulting
competition between Verizon MD and Comcast will benefit cable subscribers through
better service, slowing future rate increases, and improved progranuniﬁg choices. The
transaction also offers the County and the participating municipalities, additional
funding for institutional networks and facilities and equipment for public, educational
and government use. These facilities will Hnprove comumunication among the
goverrunental and educational entities in the County and between the governmental
entities and the public.

The Cable Office believes that the grant of the proposed franchise offers
substantial benefits to the County and the participating municipalities and their

residents, and the Cable Office recommends that the County Executive, in turn,

recommend to the County Council that the Council approve the proposed-franchise.



REPORT OF THE OQFFICE OF CABLE AND COMMUNICATIONS SERVICES, MONTGOMERY
COUNTY DECARTMENT OF TECHNOLOGY SERVICES, TO THE COUNTY EXECUTIVE
REGARDING THE AWARD OF A CABLE FRANCHISE TO VERIZON MARYLAND, [NC.

L INTRODUCTION.

This Report addresses the proposed grant of a cable franchise to Verizon
Maryland, Inc. {“Verizon MDD, ‘;;1 wholly-owned subsidiary of Verizon
Communicatio.ns, Inc. Verizon MD has Eiled.an application with the Office of Cable and
Communications Services, Montgomery County Department of Technology Services
(the “Cable Offiée"), requesting that the County grant the company a franchise
authorizing the company to provide cable service in the entire County. The application
proposes that Verizon MD roll out service to the entire County in accordance with a
detailed schedule set out in the attached proposed Fraf.lchise Agreement. Under th;s
schedule, Verizon MD waould “roll out” service in phases in certain geographically
defined areas of the County. Verizon MD proposes ultimately to serve approximately
96%

of the total population of the County, subject to the same density requirements as

Comcast!. Within each of these secvice areas Verizon MD will compete with Comcast,

' The density requirement in the proposed Franchise Agreement provides that Verizon MD

must cable services available to residential dwelling units in ail arcas of the [nitial Service Area,

the Middle Service Area, and the Extended Service Area where the average density is equal (o

or greatec than the following numbers of occupied residential dwelling units per mile as
measured in strand footage from the nearest techanically feasible point on the active ETTI
Network trunk or feeder line: (A) Thirty (30) residences per miile during years | through 7 of the
term of the Franchise; (B) Twenty (20) residences per mule during the years 8 to 10 of the term of



wluch has developed a base of over 200,000 subscribers, and whose system passes
nearly all of the 313,000 homes in the County. ln addition, in certain areas, Verizon MD
will also compete with the County’s other cable operator RCN.

After a thorough review process, the Cable Office has concluded that Verizon
MD's entry into the County’s video programming service market will provide a
numbmxﬂbmmﬁ&tomﬂmaﬁmmandaUnsMemsofmeCOmuy.ﬂmsemxmﬁw
include improved quality of cable service, stabilized rates, and increased programming
choices. All residents in the County would benefit from Verizon MD's proposal
because Verizon MD will provide additional financial suppbrt tor PEG access and
institutional networks which provides for unproved communications systems with the
public. Accordingly, the grant of a franchise to Verizon MD will be in the County’s and
the participating municipalities’ best interests. The terms of the proposed Franchise

Agreement and the reasons for the Cable Office’s conclusions are set forth in this

Report.

the Franchuse; and (C) Fifteen (15) residences per aule during the years 11 to 15 of the term of

this Franchise.



Il. THE PrOPOSED F RANCHISE AGREEMENT WITH VERIZON M)

County staff negotiated the terms of the proposed Franchise Agreement with

representatives of Verizon MD taking into account, among other factors, the cable-

related needs of the Monfgomery County community. The County negotiators relied

on various sources of information about the County’s needs. Ficst, extensive formal
needs studies were conducted by the County during the Comcast renewal process,
during the awarding of the franchise to RCN and during various transfer negotiations

in the past ten years. Second, the County has had substantial experience with the -

Comecast and RCN franchises which address those identified needs. The conclusions of

the formal studies were embodied in the obligations contained in the Comcast franchise
agreement, and were later replicated in the RCN franchise. As the two companies have
fulfilled their respective obligations, the County and its residents have benefited,
ratifying the conclusions of the earlier studies. However, many of the identified needs

could not be addressed with the reso_urceé available in the Comcast and RCN

franchises. Therefore, the Cable Office concludes that those same needs remain today.

The Cabie Office has considered the interests of all the affected pacties --
- including Couaty residents, cable subscribers, the participating muiycipalities within
the County, the Monlgomery County Public Schools, Montgomery College, County

govermment and outside agencies, as well as the intecests of RCN and Comcast - in an

effort to achieve an equitable balance among all of those intecests.



.A. Applicable Law.

The federal law governing the award of initial cable television franchises is set
forth in various sections of the Cable Commwunications Policy Act of 1984, as amended
byr the Cable Television Consumer Protection and Competition Act of 1992 and the
Telecommunications Act of 1996 (the “Cable Act”). Section 621(a)(1} of the Cable Act,
47 US.C. § 541(a)(1), states that a local franchising auth.ority, such as the County, may
award one or more non-exclusive franchises within its jurisdiction. in exercising its
franchising authority, the County “may not unreasonably refuse to award an additional

competitive franchise.”?. As part of the franchising ptocess,-the County may requitre
adequate assurances that an applicant: (i) will provide adequate public, educational
and governmental access channel capacity, facilities or financial support; and (ii)
possesses the financial, technical and legal qualifications to provide cable service? The
County may also impose construction-related requirements on a cable operator through
the franchising process.*

The Montgomery Couqty Code specifies the procedures to be followed for the
grant of a cable franchise. These procedures are generally laid out in Sections 8A-8 and
8A-9 of the County Code. Under Section 8A-8, a person seeking an initial franchise

miust apply to the County and pay the application fee specified in the County’s

: See 47 US.C.§ 541(a)(1).

3 See Section 621(a)(4)(B)-(C) of the Cable Act, 47 US.C. § 541(a)(4)(B)-(C).



regulations. To be considered, an application must contain the information identified in
Section 8A-8(d) of the County Code (c.g., a list of the pe

rsons who own or control the
-applicant, a demonstration of the applicant’s techru'cal, legal and finé\ciai qualifications
and a detailed descriptioﬁ of the geagraphic area to be served by the proposed cable
system).
The County Executive must conduct a public hearing on an application for a new
franchise. This hearing must be con& ucted within ninety days after the County
_ Executi ve accepts an application for filing ¢ At the public hearing, the County
Executive, or designee, may accept written and oral testimony and any other materials
relevant to an application.”

Effective November 12, 1998, the County Code was amended to encourage rapid
processing of an application from an applicant that proposes to overbuild an existing
cable system and introduce competition for cable service. Under these procedures, the
7 County must consider both the basic criteria set forth in Section 8A-9(e) of the County
Code for the review of a new franchise and two additional standards. The basic criteria
are: (1) the applicant’s character; (2) the applicant’s technical, financial and legal

qualifications; (3) the nature of the proposed facilities, equipment and services; (4) the

* See Section 632(a)(2) of the Cable Act, 47 US.C. § 552(a)(2).
> Sec Section 8A-9(d) of the County Code.

¢ ld.

Id.



applicant’s record of per(orméncc in other communities, if any; and (5) the public
interest. The s;.iecial factors applicable to overbudds are: (1) the beneficial effects of
competition, including any reduced rates to consumers, higher technucal standards, ot
more varied programming offerings; and (2) the effect of the overbuild on the public®
After evaluating an application for a new franchise, any oral ot written testimony and
other materials, the County Executive must propose to grant or deny the franchise
application. In the case of an application for an overbuild of the.ex.isting cable system,
the County Executive’s proposal must be made within 120 days of the date the
application was accepted for filing.*

The County Code also provides that the County and the applicant must agree on
the terms of a franchise agreement within 60 days of the date the applicant receives
notice of the proposed grant. The County and the applicant may égree to extend the
60-day negotiation period for an additional 60 days.!! Once a proposed franchise
agreement has been negotiated, the terms of that agreement must be advertised for
three successive weeks in one or more newspapers of general arculation in the

County . {n the case of an application for an overbuild franchise, the proposed

8 See Section 8A-9(f) of the County Code.
® See Section 8A-9{g) of the County Code.

0 See Section 8A -9(h) of the County Code.
td.

12 See Section 8A-9(1) of the County Code.

10
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tranchise agreement must be submitted Lo the County Council within 10 days after the
end of the advertising period."” The Council may then: (i} grant the franchise; (ii} grant
the franchise, with conditions; (iii) remand the proposed franchise agreement to the
Couhty Executive with s'pectfié recommendations; or (iv) deny the franchise
application.™

if you propose to dény an overbuild applica-tion, you must immediately
recommend to the Council that it deny the franchise application. Your
recommendation must explain the reasons for your conclusion* The Council may
then: (i) deny the franchise application; (ii) remand the proposed franchise agreement
to you, with instructions; or (iii) grant a franchise to the applicant.”

B. The Review Process Conducted by the County.

I eacly 2005, the County approached Verizon MD about Verizon MD's plans to
provide video programming and other services {. g, telephony and Internet access) to
the residents of the County. in May 2005, Verizon MD entered into negotiations with

the County over the terms of a cable television franchise. Verizon MD voluntarily

P See Section 8A-9(j) of the County Code.

" See Section 8A-9(k)(1) of the County Code.
" See Section 8A-9(k)(2) of the County Code.
6 Id.

v Id.



elected to negotiate in advance of filing the application required by Chapter 8A of the
Montgomery County Code (the “Cable Law").

After on-again, off-again discussions, Verizon MD filed a lawsuit against the
County in federal district court seeking to invalidate the County’s Cable Law and a
court mandated franchise. The Court denied Verizon MD’s motion for immediate
relief, refused to invalidate any portions of the County’s Cable Law at that time, and
instructed Verizon MD to file a franchise application. With the consent of both parties,
the Court then appointed a mediator to assist the County and Verizon MD with their
franchise negotiations. The parties met over the course of several weeks. As a result of
those meetings, the Exéculive staff{, the Cable Administrator, and Verizon MD agreed
upon the terms and conditions of a franchise agreement — the proposed Franchise
- Agreement - which the parties believe addresses and balances the needs and interests
‘of both parties.

Verizon MD has now applied for a cable franchise which includes the proposed
negotiated franchise agreement. In accordance with Section 8 A-8(a) of the County
Code, Verizon MD submitted a formal cable franchisc application, which was received
by the Cable Office on September 11, 2006.

After review by the Cable Office, Verizon MD’s applicéh’ou was accepted by the
County Executive for consideration on September 21, 2006, subject to the condition that

Verizon MD would provide the information sought in technical and financial

(1)



information requests from the County. On Seplember 13, 2006, that application,

including the terms of the proposed Franchise Agreement was made available to the

public. The adve

rhising peciod closed on September 27, 2006. The public hearing on the

application and proposed agreement required by Section 8A-9(d) of the County Code

was held on September 28, 2006. The

public recofd on the application and the proposed

agreement closed on October 2, 2006. The Cable Office, on behalf of the County

Executive and the participating municipalities, has taken the following steps to evaluate

Verizon MD's application and proposed Franchise Agreement:

'_’\‘

A%

Y

Considered the comments submitted for the record during and after
the September 28 hearing. '

Retained Ashpaugh & Sculco CPAs, PLC ("A&S") to examine Verizon

MD’s financial capability to construct, operate and maintain the cable

system it ts proposing.

Engaged Columbia Telecommunications Corporation (“CTC"), the
County's telecommunications network engineering consultants, to
examine the technical design of Verizon MD's proposed system and
the construction practices that Verizon MD will utilize.

Considered whether the RCN and Comcast franchise obligations have
met the cable-related needs and interests of the County which the

Buske Croup identified in connection with the renewal of Comcast’s
franchise.

Met with the municipal co-franchisors; considered their

recominendatons and input, and addressed the parljcip_ating
municipalities’ community needs.

Received and consideced the comments of the incumbent cable

provider, Comcast, which submitted comments for the record after the
public hearing.

a9



These steps are discussed in more detail below.
1. September 28, 2006 Public Hearing.

In accordance with'Section 8A-9(d) of the Cour}ty Code, the County Executive
held a public hearing on September 28, 2006, to solicit comment on Verizon MD's cable
television franchise application. The public hearing was conducted on behalf of the
pzlrﬁcipaﬁng murucipalities as well. The following individuals presented testimony at
the hearing: Jane E. Lawton, (Cable Communications Administrator); Briana GowAing,
(Assistant Vice President, External Affairs, Verizon); The Honorable Susan Floffman
(Councilmember, City of Rockville); Richard Tumer ( Executive Director, Monégornery
Community Television); Brian Baker, (PEG Network); Jaime Todaro ([.lockviﬂe,
Maryland resident); Samuel Jones (Silver Spring, Maryland resident); Larry Spiwak
(ﬁ.ockville, Maryland resident); Michael Egan (Brookeville, Maryland resident) Joe
Corbet (Olney, Maryland resident); Zeinab issa (Takoma Park, Maryland resident);
Don Libes (Potomac, Maryland resident); Burrough Schrack; Arthur Cassanova,

{(Rockville, MD resident and Prestdent of condominium association); and Ben Stanfield
| (Rockville, MD residen.t). The hearing record remained open until close of bgsiness on
October 2, 2006; written comments were received from Jim Schleckser
(Telecommunications Advisory Committee (TAC)); Hunter Atldn_;on, (Silver Spring,
Maryland resident); Harry Ways (Potomac, Maryland cesident); George Knippen,

(Kensington, Maryland resident); jonathan Mortrison {(Brookevilie, Maryland resident);

14
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Herbert Schimitz (Potomac, Maryland tesident); Caroline Watson (Gaithers-bu re.
Maryland resident); Rick Harris (Tech Council of Maryland (TCM)); Paul Stauffer
(Caiﬂlersburg, Martyland resident); Ken Husted ( N. Bethesda, Maryland resident); Jay
Wattenberg (Boyds, Marﬂand residentj; john Wolf (Rockville,.Maryland resident);
William and Lynne Mot {Potomac, Maryland residents); Jason and Taylor Gordon;
Councilmember Bruce R. Williams (Takoma Park); Chris Noonan Sturm (Potomac,
Maryland resident); and Comcast, and made part of the public record.

2. Financial Evaluation.

Pursuant to Section 8 A-9(e) of the Cofmty Code, the County considered the
franchise applicant’s ﬁnanc%al qualifications in determining whether to grant a
franchise. Accordingly, the Cable Office retained A&S to review the confidential
financial materials and supporting documentation included in Verizon MD's
application. After reviewing the confidential and proprietary financial information
submitted by Verizon MD, A&S prepared a report (i) analyzing the company’s financial
representations, and (ii) identifying potential issues of concern to the County. See A&S
Report attached hereto as Exhibit A.

3. Technical Evaluation.

At the Cable Office’s request, CTC reviewed Verizon VMD'S application, and

evaluated the company’s system design and proposed construction procedures. CTC

reviewed information provided in Verizon MD's application and, where possible,

—

[
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conducted discussions with Verizon MD technical staff. CTC directly inspected
portions of the existing Verizon MD systen in the County. CTC prepaced a reporton
the techinical aspects of the proposed cable system, and the sufficiency of the
construction standards Verizon MD proposes to use. CTC Report, “Verizon
Communications Video Franchise in Montgomery County, Maryland”, dated
September 2006 (“CTC Report”). See CTC Report attached as Exhibit B. [n the report,
CTC states that Verizon is not providing service to MDU's because their technology
limits their ability to do so. The CTC report al.é;o identifies the strengths and flexibility
of the FIOS5 system as instatled by Verizon. In addition, as p.art of the County’s |
technical oversight of the existing systems, CTC observed Verizon MD construction of
its fiber-to-the-premises or “FiOS” system in the County. CTC also assisted
netghboring Arlington County and Anne Arundel County in their negotiations with.
Verizon.

Based on Verizon MD's submitted application and its successful use of
comparable video technologies in other markets, the CTC Report concludes that
Verizon MD has the technical capability to provide video service in the county —
sigmmificantly, i.lowever, such capability does not have bearing on whether Verizon MD
will indeed provide high quality technical service or high quality customer servicé,

which are a matter of will as well as of technical ability,



q. Community Needs Assessment.

The Buske Group conducted a community needs assessment in connecltion with
the renewal of Comcast’s cable franchise. The assessment consisted of a statistically
valid telephone survey c;f County residents regarding cable television services in the
County, which was conducted in January 1997, and of a series of twelve community
workshops which were conducted in early 1997. Through this ascertainment process,I
the County identified the community’s future cable-related needs in areas such as signal
quality, customer service, new services, and PEG and [-Net services. The Buske
Group’s work has remained helpful to the County over the intervenung years in the
context of several transfer negotiations and the RCN franchise negotiations.

in the Cable Office’s opinion, the findings contained in the County’s prior needs
assessment continue to be valid and informative. The County’s actual experience with
the grants, facilities, equipment and services provided by Comcast and RCN and the
past fran.chise negotiations has helped us further refine the County’s needs and to
identify previously defined needs which have not been met by the other two current
franctusecs. Furthermore, those findings remain informative as the County wishes to
treat all three operators comparably wherever practical. Accordingly, the present and
future cable-related needs and interests of the comumunity were considered and
advocated during negotiations with Verizon MD. The resulting franchise agreement,

which the Cable Office is now submitting to you, advances these needs and interests. In

” )



Aparticular, the proposed agreement, among other things: (i} protects consumers’
interests; (it) requires Verizon MD to provide a cable system that is refiable, and
technically capable of providing 2; broad range of services as demand develops; and (i)
supports the community’s PEG and institutional network needs.

5. Meetings with Mvunicipal Co-franchisors.

The Cable Office staff has consutted with the municipal co-franchisors. These
consultations included meetings with officials and staff members from the participating
municipalitics. The County’s engineering consuitant and legal counsel were also made
available to address technical and legal issues that were raised by the participating
municipalities. As a result of the meetings and consultations between the Cable Office
and the municipal co-franchisors, changes were made to the proposed Franchise
Agreement in order to insure that municipal interests were protected and municipal
community cable-related needs were addressed.

The County Cable Office has also received comments from the
incumbent cable provider, Comcast, and has considered that company’s concems.

C. Findings.

1. Cable-Related Community Needs.

As previously noted, the County conducted a detailed needs assessment in

connection with the renewal of Comcast’s cable franchise. The ascertainment resulted

in a number of significant findings, especially in the arcas of PEG channel capacity, PEG
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access capital support, institutional commmunications and Internet acecess. Through the
RCN and Comcast franchises the County has received, and is receiving, support in
these areas. However, thPT County has been able to identify specific additional needs
which require further support. The proposed Verizon franchise agreément submitted
with this report does brovide further support to these needs. In particular, the
agreement provides additional funding for PEG equipment and facilities, and the
institutionat network which provides for critical goverrunental and public safety
communucations needs of the County. The propased agreement also requires Verizon
MD to provide free cable drops and services to up to 100 County buildings to
supplement those provided in the other two agreements. Verizon MD has agreed to
provide a capital grant in the amount of one million doliars to be paid in $200,000
payments over five years. All PEG channels will be carried on Verizon MD's system.
Verizon MD will provide customer services that meet FCC and County current.
standards and will also construct facilities which meet FCC technical and testing
standards. In the ead, all of the benefits provided to the County and to the
participating municipalitics in the proposed agreement are either substantially
equivalent to or greater than the beﬁeﬁts to be furnished by Comcast and RCN over the
remaining term of their respective franchises. This parity should advance the potential
for competition between the companies while still addressing the Cou nty’s and the

parbapating municipalities’ cable-related needs.
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2. The Technical Capabilities of the roposed System.

Verizon MD is using fiber-to-the-premises (“FT D) technology to provide
video, data and voice service. FTTP is a (lexible and capablé technology. Compared to
other forms of communications transmission, it boasts the highest theoretical capacity
per user. It makeg possible a wide range of potential applications and services, and
enables Verizon MD to constantly upgrade capability and capacity simply by
upgrading end equipment and software, while using the same fiber cable. One of the
advantages of the FTTP technology selected by Verizon MD is that it can provide video
service without the requirement for new or unproven technologies in the storage or
origination of video. The Verizon MD video facilities can use the same equi.pment used
in any cable-TV headend. At the neighborhood ievel, the typical FTTP architecture
calls for backbone fiber on the primary artenial streets, which meets the focal
distribution fiber at a cabinet placed in the ROW. The locai distribution fiber then
travels from the cabinets to pedestals or pole enclosures in front of the homes and
businesses throughout the community. Depend'mg tn part on whether t:he cables are

backbone or distribution plant, the cables typically contain 24 to 432 strands of fiber.

Veri?on MD has indicgted that the system will initially have a minimum digital
capacity of 110 MHz. CTC reviewed the system design described in Verizon MD's
application and submnutted its findings to the Cable Office in a Report dated September

2006. While CTC did state that it would be helpful to receive additional information
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concerning the system, CTC concluded that Verizon MD's technical design is capable of

providing the services proposed. ,

Based on the representations contained in Verizon MD's application, and the
conclusions set f_orth in CTC's September 2006 teport, the Cable Office believes that the
proposed system, as described, with the additional requirements of the proposed
Franchise Agreement, will be reliable and capable of providing the services Verizon MD
has identified, and will adequately address the commurﬁty's cable-related needs and
interests, in light of the costs of meeting those needs. [n addition, the Cable Office has
determined that the construction practices p.roposed by Verizon MD in its application,
together with those included in the proposed Franchise Agrecment, will insure that the
system is built properly and safely. In sum, Verizon MD appcars to be technucally
quaﬁfied to construct and operate a cablé system in the County.

3. Financial Review.

A&S has reviewed the confidential financial data Verizon MDD submitted in its
application. Because Verizon MD's financial filings are considered “confidential,” this
Report wilt not discuss or otherwise divulge the content of the filings. However, based
on the findings in A&S’s September 18, 2006 report, our discussions with A&S, and the
data included in Verizon MD's application, the Cable Office believes Verizon MD is
financially qualified to constrisct and operate the proposed systern. Fucther the

proposed Franchise Agreement includes a performance bond and security fund which
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can be drawn upoun if Verizon MDD defaults on its obligations. The proposed Franchise
Agreement also contains insurance requerements, which will ecasure that Verizon MID is
able to pay for any injuries it causes, and indemaification clauses which obligate
Verizon MD to defend th;z County or participating municipalitics in any cou rt actions or
proceedings arising out of the company’s iﬁabiﬁ_ty to perform.

4. Issues Raised at Public Hearing,

The majority of those parties who testified at the public hearing expressed
support for the grant of a franchise to Verizon. While some expressed certain specifie
concerns, none of the witnesses testifying at the public hearing opposed the grant of a
franchise to Verizon. For example, while supporting the grant of the (ranchise, oﬁe
councilmember of a municipality cxp'ressed her concerns regarding 1) the proposed
coverage and tumetable for service offered in Rockville and su rrounding areas, 2) the
need for additional free drops, and 3) her disappointment that the agreement does not
require Verizon to retain the same PEG channel numbering as ont the Comcast and RCN
systems.

Other issues raised at the public bhea ring include: concerns regarding the lack of
training for cable'company te&nicians dealing with deaf and hard of hearing customers
when the customers seek to use the HD boxes, the TTY Method, and to report Open

Captioning problems. In addition witnesses raised concerns about customer service



- 1S5ues; requests for pricing tformation; concerns regarding, the provision of service 1o

.

multiple dwcllmg units; and customer SCIVICE requitements.

5. Issues Raised by the Municipal Co-franchisors.
Although they generally support Verizon MD's entry and look forward to the
benefits of competition, the participating municipalities have raised a number of issues

regarding the proposed Franchise Agreement, including but not limited to issues of the

service area limits, PEG compensation and support and reimbursement for legal

expenses. The Cabie Office has met with representatives of the municipalities and their

legal counsel. The proposed Franchise Agreemeﬁt has been revised to reflect many of

the municipalities’ comments and the participating municipalities are in agreement

with the County on the current text of the proposed agreement.

6. [ssues Raised by the Incumbent Provider.

Comcast filed comments on the proposed Franchise Agreement with Verizon

Maryland on October 2, 2006 (“Comcast’s Position Statement”). In its Position

Statement Comcast stated that it believes it can eftectively compete in the marketplace

and that Comcast does not oppose the Verizon franchise. Comcast’s Position Statement

identifies what Comcast believes are areas where “the Verizon agreement contains
g

conditions more {avorable than those rposed upon Comeast or Starpower.” Comcast

also identifies what it believes are “cost differences between” the Comcast and RCN

|~
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franchises and that of Verizon. The areas include reporting and performance review
requirements, certain customer service standards, and the provision of free cable drops
and service for public buildings, including the distance limitation on the provision of
the free cable drops.

Comcast requests that the Comcast franchise agreement be revised “to
incorporate the County’s current thinking regarding franchise obligations™ as reflected

in the proposed agreement.

Written Testimony Received from County Residents afier the
September 28, 2006, Hearing.

The County received written testimony from the Telecommunications Advisory
Committee, the Tech Council of Maryland Rockville, Maryland, Takoma Park
Councilmember ﬁruce R. Williams and Comcast. In addition, the County received
written testimony or testimony summaries from fifteen residents. Al of the téstimony
suppotted the grant of a franchise to Verizon. However, some of the testimony
proposed in general terms adding or deleting various provisions of the agreement. For
example, one commenter objected to the requirement that Verizon provide PEG
channels. Another commenter requested that a provision to directly support/fund local
government web communications be included in franchises. Other “additional terms”

- proposed included a provision for a la carte pricing of cable channels; a requirement

that all service solicitation ads contain a contact mailing address; a requirement that all
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telephones be answered by a real person in less than 10 minutes; and a requirement that

fine print be legible.

D. Summary of the Proposed Franchise Agreement.

The proposed Franchise Agreement is designed to provide cablé subscribers in
the County with access to a state-of-the-art system that is capable of competing,
effectively, and fairly, with Comcast’s network. The proposed Franchise Agreement
also provides the County, and the particibéting m'unicipalitics, with financial support
for institutional networks and PEG facilities and equipment. As a result, the County’s
- PEG and institutional network capabilities will be enhanced. In addition, the proposed
agreement should reduce County and municipal expenditures for lelecommunications
services since Verizon MD will be providing County agencies and the participating
municipalities with certain free cable service connections and additional funds.

{n establishing the te;ms and gonditions of the proposed franchise, the Cable
Office relied on its experience with the franchises of other cable operators in the
County. This experience informed the Cable Office as to the on-going, unmét needs and
interests identified in the County’s prior needs ascertainments. The Cou nty also
considered the specific obligations that were included in Comcast and RCN's
agreements and incorporated comparable obligations into the propbsed I'ranchise

Agreement. Consequently, the draft agreement effectively advances the community’s

cable-related needs.
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I Terms of the Agreement.

The principal terms of the proposed Franchise Agreement are as follows:
A franchise would be granted for a term of 15 years.

Verizon MD would construct an FTTP system capable of providing voice, video
and broadband access services.

To accommodate interactive services, the system will be two-way activated.

The proposed Franchise Agreement contains customer service standards
addressing telephone and service responsiveness, billing, installation, and notice to

subscribers. These standards are enforceable by means of liquidated damages and
a security fund.

Verizon MD will provide 11 analog channels for PEG use, with 2 additional analog,
channels reserved for future use when requested by the County. Thirteen more

channels (for a total of 26) will be available if Verizon MD converts the analog PEG
channels to a digital format.

‘The County, on its behalf and on behalf of the participating municipalities, will
recetve a franchise fee of 5% of §rOss revenues.

Verizon MD will provide the County, on its behalf and on behalf of the
parlicipating municipalities, with a capital support grant equal to 3% of gross
revenues related to cable services, to be used by the County and the participating
municipalities to support PEG access and the Fiber-Netfinstitutional network.

Verizon MD will provide the County free cable drops and free cable service to up

to 100 government buildings designated by the County and $200,000 payments in
each of the first 5 years of the franchise.

Verizon MD will provide the participating municipalities free cable drops and free
cable service to 27 gavernment buildings designated by the participating
rnunicipalities in the following manner: five for Takoma Pack, two for Kensington,
and one for each of the other participating municipalities.

Verizon MD will carry all public, governmental and educational programming,.

Such programming will be carried on the channels designated (or PEG use.
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Verizon MD will ceunburse the County, up o $250,000, and the participating

municipalities, ap to $40,000, for the expenses they incurred in granting the
francluse.

Verizon MD will comply with all applicable federal, state and local laws and
regulations that may apply to the operation, construclion and repair of its system.

All construction, maintenance and installations must be performed by experienced
maintenance and construction personnet.

Verizon MD will comply with system technical standards and testing
requicements that will insure that the system meets the requirements set forth in
the franchise, as well as all applicable state and federal laws and regulations.

\,'I

Verizon MD will provide a security fund of $100,000 and a performance bond in
the amount of $2,000,000. The performance bond is primarily intended to protect
the County against major defaults by the company. The security fund is designed
Lo allow the County to enforce the franchise on a day-to-day basis, by drawing
down specified liquidated damage amounts in the event Verizon MD fails to
comply with particular franchise requirements. if the County draws on the fund,
Verizon MD) is required to restore the security fund to its full amount.

The central component of the proposed agreement is the construction of a state-
of-the-art cable system. Since the syslcrﬁ will be bidirectional, Verizon MD will also
have the technical ability to offer interactive applications, such as impulse pay-per-
view, and tugh-speed Intemet access. In fact, Verizon MD intends to provide both
telecommurucations services such as local phone service and high-spced Internet
services over its system. Many of these services will be bundled and offered at
discounted rates.

Unlike Comcast’s system, Verizon MD's network will utilize a fiber-to-the-
premises (FTTT) technology to provide video, data and voice service. Such a dcsigt-l

meets several objectives. FTTP 15 a flexible and capable technology. Compared to other



forms of communications rransmission, it boasts the highest theoretical capacity per
user. It makes possible a wide range of potential applications and scrvices, and enables
Verizon MD to constantly upgrade capability and capacity simply by upgrading end
e(;{llipment and software, while using the same fiber cable. One of the advantages of
the FTTP technology selected by Verizon MD is that it can provide video service
without the requirement for new or unproven technologies in the storage or origination
of video. The Verizon MD video facilities can use the same equipment used in any
cable-TV headend.

At the neighborhood level, the typical FTTP architecture calls for backbone fiber
on the primary arterial streets, which meets the local distribution fiber at a cabinet
placed in the ROW. The local distribution fiber then travels from the cabinets to
pedestals or pole enclosures in front of the homes and businesses throughout the
comumnuruty. It eliminates the need for hundreds of amplifiers, which degrade and
distort signals as they are transmitted out across the network. Accordingly, the system
should be capable of delivering high-quality pictures.

The proposed Franchise Agreement also addresses the most criticat needs of the
PEG community and institutional network users by providing substantial financial
suppott to the County and the participating municipalities throughout the franchise
term. This support can be used for, but is not limited 10, acquisition of new production

equipment, building new studio facilities, renovating existing, facilities, and purchasing,



institutional network equipment. The agreement also requires Verizon MD to furnish

free cable deops to 100 County and 27 muanicipal buildings, and to provide an
additional capital grant of one million dollars to the County. In addition, the draft
agreement insures that exiéting PEG channels will be carriéd, without material
degradation, on Verizon MD's cable syste'm..

(o the interest of prompting competition, the draft franchise agreement
authorizes Verizon MD to roll out services to the entice County in phases. As discussed
above, the Cable Office has concluded that this phased foll-'out is appropriate because
of the high costs of market entry. If the County were to impose immediate universal
service obligations on Verizon MD, the company states that it would bypass the
County, thereby deny?ng tlhe benefits of .competition to the County’s residents. Such an
outcome would not be in the public interest and would run counter to the County’s

goal of promoting competition in the cable market.

2. Customer Service.

Based on s experichces with Comcast and RCN, the County has included
customer service standards in the proposed Franchise Agreement. These standards
should ensure that subscribers’ iuterg‘sl'.s are protected during the qterm of the V ernzon
MD franchise. Specific. customer service requirements are su[hmarized below.

»~ Verizon MD will Only charge standard installation rates for service drops of

200 feet or less, unless extraord inary crcumstances justify a higher charge.

Except as applicable law may otherwise require, Verizon MD tnay charge a
potential subscriber an additional chacge, where a drop would exceed 200
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teet tn lengthe To docations where Verizon MD's system must be placed
underground, drops must also be installed underground. Verizon MD must

observe a subscribec’s preference as to the location of a drop, whenever
feasible.

Verizon MD must maintain a local, toll-free or collect telephone line that
subscribers can access 24 hours a day, seven days a week. Customer service

representatives must be available to respond to subscriber telephone inquiries
during normal business hours.

Under normal operating conditions, Verizon MD must meet the following
standards at least 90 percent of the time, measured quarterly: (i) a subscriber
must receive a busy signal less than 3 percent of the ime; (i) telephone
answering time cannot exceed 30 seconds; and (i) an answering machine or

service capable of receiving and recording subscriber complaints or inquiries
must be used when Verizon MD's bustness office s closed.

Verizon MD must hire sufficient staff so that it can adequately respond to
consumer inquiries, complaints and requests for service.

Under normal operating conditions, the following requirements must be met
95 percent of the time, measured on a quarterly basts: (i) installations located
no more than 400 feet from the nearest public right-of-way must gencrally be
completed within seven business days after an order is placed if there is an
ONT present, if no ONT is present then an ONT will be installed within 7
days; (ii) must Respond to request for repairs respecting Service Interruptions
withun twenty-four (24) hours, including weekends, of receiving subscriber
calls. Repairs must be completed within seventy-two (72) hours of the time
Franchisee comumences to Respond to the Service Interruption, not including
weekends and situations where the Subscriber is not reasonably available for
a Service Call to correct the Service Interruption within the seventy-two (72)
hour period; (iii) service calls, installations and disconnects must be
performed at least during normal business hours; (iv) the appointment
window for installations, service calls and other activities will either be a
specific ime or, at a maximuim, a 4-hours time block during normal business
hours; and (vi) an appointment may not be cancelled after the close of
business on the business day preceding an appointment.

Emergency maintenance and repair staff must be available to respond to and
repair system malfunctions and intercuptions at all imes.

30



» Important information about Venizon MD's operations (e.g.. instructions for
placing a service call, and a written description of products and services
oftered) must be provided to subscribers at the time cable service is installed
at least annually thereafter, and at any time upon request.

’

A

Subscribers and the County must be given at least 30 days’ notice of any

change in rates, programming services and channel positions, if the particular

change is within Verizon MD's control. The required notice must be
provided in writing, and on Verizon MD's system. ~

Bi[ls must be clear, concise, and understandable. {n addition, Verizon MD's
bills must be fully itemized.

» Under Normal Operating Conditions, Verizon MD must provide a credit
upon Subscriber request when all Channels received by that Subscriber are
out of service for a period of four (4) consecutive hours or more.

h i

Under Normal Operating Conditions, if a System Qutage affects all Cable
Services for more than twenty-four (24) consecutive hours, Verizoa MD must
issue an automatic credit to the affected Subscribers in the amount equal to
their monthly recurring charges for the proportionate time the Cable Service
was out, or a credit to the affected subscribers in the amount equzﬂ to the
charge for the basic plus enhanced basic

level of service for the proportionate
time the Cable Service was out.

3. Rates.

In the proposed Franchise Agreement, the County reserves its nght to regulate
Verizon MD's rates, to the maximum extent permitted by law. The rates for Verizon

MD)'s services, however, cannot be regulated by the County as a matter of state and

tederal law. In general, the rates Vetizon MD has proposed are competitive with

Comcast’s for comparable services.
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1. Revisiaons to the Proposed Franchise Agreement Requested by the

Participating Municipalities.

Representatives of the municipal co-franchisors requested certain revisions to the
proposed Franchise Agreement. For instance, the municipalities requested that certain
revisions be made in the proposed Franchise Agreement in order to clarify how certain
franchise benefits wouid be distributed.

After discussions with the County’s legal counsel, the Cable Office revised the
draft agreement in a manner that addresses the participating municipalities’ concerns
and requests. These changes include clarifying throughout the docu.rnént that the
participating municipalities are co-franchisors and are direct beneficiaries of the
promuses by Verizon MD in the agreement. The municipalities will receive 27 frec
cable drops and cable service {rom Verizon MD as follows: five {or Rockville, five -for
Takoma Park, two for Kensington, and one for eéch of the other participating
munucipalities, subject to the same conditions/restrictiom/limitat:ions'tha.t are applicable
to the 100 drops for the County. in addition, the municipalities will receive $40,0QO to
reimburse their co.sts associated with the consideration and grant of the franchise.

The participating tnunicipalities suggested additional amendments. After
discussion with the County, the parﬁcipating municipalities are in agreement that the

above amendments to the proposed agreement are adequate and accurately reflect the

needs and interests of the municipal co-franchisors.

A

E. Applicable Legal Standards.
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As noted in'Section LA, the County Code spectiies seven crteria to be
considered when examining an application for an overbuild franchise. f}ased on the
foregoing ﬁndings and the contents of Verizon MD's a-[,lplicat'i(m, these criteria indicate
that the County would be justified in granting the proposed franchise. This Report will

examine the criteria in tum.

Character of the Applicant

Verizon MD has been providing telecommunications services in the County for
many years. The Cable Office is unaware of any activities by Vertzon MD, its owners,
or its management team that would call their character 1o question.

Technical, Financial and f;egamualiﬁcations

Verizon MD appears to be technically, financially, and legally qualdied. Verizon

MD has a long history of providing telecommunications services to residential

subscrbers. Although the company’s history as a cable operator is short, Verizon MD
appears to have technical and managerial personnel capable of building and operating a

cable system. According to CTC, Verizon MD's system design s capable of p roviding

the services Verizon MD proposes to sell, and the system is state-of-the-art. Fually,

A&S's financial analysis indicates that Verizon has committed adequate financial

resources to construct the system.

A
-
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Nature of the Proposed Facilitics Equipment and Services

Verizon MD proposes to build a Fiber to the Premises system capable of

providing cable, Intemet and telephone secvice. Such a system would be beneficial to

the County and its residents, and the construction and operation of the system in the
County appears to pose no unusual risks or hazards.

The Public Interest

As discussed throughout this report and in the following section, competition for

cable service will benefit cable subscribers and County and municipal resideats in many

ways. Thus, it is in the public interest to promote competition unless that competition

poses risks that outweigh the benefits. We perceive no such risks. The proposed

agrecment contains safeguards protecting the County and the participating,
municipalities against failuce to complete the system and other harms arising from
Verizon MD's presence in the County. Therefore, the

proposed agreement is in the

public interest.

Benefits of Competition

Competition in the delivery of cable service should provide significant benefits to

the County and the participating municipalities and their residents. For instance,

competition may result in modecating cable rates for cable subscobers.  Anecdotal
evidence provided by Vetizon MD at the September 28, 2006, hearing sugpests that

incumbent cable operators will typically freeze or lower rates in response to true

| (40)



competition.  Although neither Comcast nor RON s adjusted its rates Lo compete
with Verizon MD, subsceibers should benefit as consumers nugrate to Verizon MD's

system. in the end, we expect all three companies’ rates to be pushed towards price

competition as long as vigorous competifion exists.
Another benefit we expect from Verizon MD's entry mto the cable market is

improved service quality. Since providers must vie for a limited number of consumers
in certain areas of the County, there is a strong incentive to be responsive to subscriber
needs, and to provide reliable, hjgh-quality services. [n the past, cable subscribers in
the County have complained about poor picture quality and other problems. With the
advent of competition, it is likely that traditional deficiencies wili be avoided or quickly
corrected, since consumers can easily change service providers.

We also believe that competition will encourage Verizon MDD, RCN and Comcast
~ to roll out new services in order to attract and retain subscribers. Verizon MD, for
example, is bundiing cable, phone and internet services as part of its plan to build a
- subscriber base, while Comcast and RCN are both also offering high-speed Internet

access and telephone service to their subscribers. RCN curreatly bundles its services

’

also. Such innovation should continue during the term of each company’s franchise.
[n addition, subscriber totals may increase as a result of competition, since

Verizon MDD may attract some County residents who have never subscribed to
Y
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Comcast’s services. If so, the combined franchise (ees payable to the County and the
participating municipalities will increase over the life of Verizon MD's franchise.

| Finally, it is important to recognize that Verizon's system buildout will be
balanced throughout the County, witlout regard to race, ethnicity Or eCONOIMIC means.
Although Verizon MD will tnitially serve a limited portion of the County, the radal and
income demographics of Verizon MD's 'uniﬁa[ service area are virtually identical to
those of tl-ie overall County. Accordingly, the terms of the proposed franchise will

prevent any discrimination acising out of Verizon MD service availability.

Lffects of the Querbuild on the Public

Construction of Verizon MD's system will cause some disruption in the County's
and the participating municipalities” rights-of-way and on private property of potential
subscribers requesting FiOS service. The Cable Office does not anticipate other adverse
affects on the public. The beneficial effects have been discussed above. On the wliole,

the effects on the public should be positive.

F. Recommendation.

Based on the foregoing, the staff recommends that the County Executive forward

to the Council the proposed Franchise Agreement with a recommendation that the

Council approve it in all respects.
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[I1. CONCLUSION.

The proposed Franchise Agreement will provide cable subscribers in Verizon
MD’s service area competitive, state{)f-the_—a rt cable services. As a result of the .
competitive environment fostered by the County, many cable consvumers should
ultimately enjoy better cable service, and many new services. [n addition, the County

and the participating municipalities will benefit from increased financial support for

PEG facilities and the institutional network, as well as free cable service and

connections. This support will further improve communication between governmental

entities and the public and among different County agellcies. The capital grants and

free connections included in the proposed agreement will also reduce the County’s and

the participating municipalih'eé’ expenditures for telecommunications services and
equipment.

In negotiating the proposed Franchise Agreement, the Cablé Ofﬁce_ considered
the interests and concerns of all the affected parties, including Comcast and RCN. We
have also considered the cable-related needs and interests identified in the County’s
1997 needs assessn-\ent and the County’s experiences since then. The resulting
proposed Franchise Agreement, which is comparable in its requirements to Comecast's
and RCN's agreements, properly balances the interests of the affected parties, and
advances the needs and interests of the community. Accordingly, it is appropriate to

grant Verizon MD a cable franchise.



I sum, the Cable Office believes the proposed Franchise Agreement will offer
substantial benefits to the County and its residents. Consequently, the Cable Office
recommends that the County Executive forward the proposed Franchise Agreement to

the County Council for approval.
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EXHIBIT A

ASHPAUGH & SCULCO, CPAs, PLC

Certiflied Public Accountants and Consultants

September 18, 2006

ASLOLL-16

Jane Lawton

Cable Communications Administrator
Moatgomery County, Maryland
Department of Technology Services
Office of Cable Communications

100 Maryland Avenue, Room 250
Rockville, MD 20850

Subject:

Review of the Cable Television Franchise Application of Verizon Maryland, fnc.
with Montgomery County, Maryland '

Dear Ms. Lawton:

Ashpaugh & Sculco, CPAs, PLC ("A&S") was requested 0 review the cable franchise
application. and supporting documents of Verizon Maryland, Inc. ("Verizon™} filed with
Montgomery Couaty, Maryland (the "County") on or about September 12, 2006, This letter
report wili address the steps taken in this review. Our reviéw and analysis is based only

on the material and supporting information provided to the County by Verizon with the
application and the diaft fianchise agreement.

Verizon is a telephone company operating in the State of Maryland. We have identified the
following 1ssues and concems, which should be addressed by the County with Verizon:

i

Cross subsidy issues

Since Verizon is the local telephone company and will presumably use the assets and
labor force of the telephone utility, cross subsidy issues will arise in the pricing
structure of the services offered. In addition, Verizon plans to offer telephoae, cable
and internet services over the same system and equipment which will also create the
possibility of cross subsidies in the pricing of competitive services  Federal law will
prohibit the County fiom regulating Verizon's cable rates  However, the County should
remain alert to any adverse consumer effects from actual or perceived unfair cross-
subsidies and be ready to act, to the extent consistent with state and federal law

Franctuse Fees and Obligations

By the draft franchise agreement, Verizou is agreeing to pay franchise fees and
meet franchise obligations consistent with the incumbent operator, Comecast
Cable, and the other cable television franchisee, RCN. If it did not, the financial
unpact ol the migration of cable television revenues to Verizon could desease in

franchse fees paid the County and reduce the support for the other itemns identified in the
fiancluse agreement

1133 Loutsiana Avenue, Suite 104 + Winter Pag K AL 32789 - 407 645 2020 - Fax 407 445 4070

sastpaugh@asapas com = Srulco@sep s com
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lane Lawton, Cable Communications Administiator
Moatgomery County Department of Technology Services
Office of Cable Communications

September 18, 2006

Page 2 0f 2
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Rates

Verizon has provided a listing of cable television products and prices that it
anticipates offering in the County that is attached as Exhibit | As can be seen on
Exhibit 1, Verizon's rates and service offerings are competitive with the othe cable
television piovidess in the County.

Financial Qualifications

The build out of Verizon's system appears fo be complete in 6 years, with the major
mvestment coming in years | through 4 as shown on the pro forma financials of
Verizon, attached as Exhibit 2 The cash flow is maintained by debt in years 1 through 5
and by system revenues ffom that pownt forward The pto forma financials asstme a

bealthy growth in customers and in revenues, although specific information on numbers

of customers and revenue per custorner was not provided. It appears the major sk to
the County would be Verizon not having cash flow sufficient to meet its needs. In this
case, Verizon would need to rely on ievenues penerated by its telephone operations.
Based on the pro forma financials provided by Verizon, the applicant appears to be in a
solid financial position and financially capable of operating a cable television franchise
in the County.

The above is only an analysis based on the information filed with the County and included
in the draft franchise agreement. {f additionalinformation was available from Verizon ar
other sources, our analysis and this iepart may be different. if you have any questions or nead
anything further, please let me know

Sincerely yours,

ASHPAUCH & Scurco, CPAS, PLC

/ P
’K_ 7}/ -

Garth T. Ashpaugh CPA
President & Member
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Pro Forma Financials for Verizon
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Introdaction

This Report evaluates whether Verizon Communications has the technical quahfications
o operate a cable system in Mountgomery County, Maryland. Based on Vedzon's
submitted application and its successful use of comparable video technologies in other
markets, this Report concludes that Verizon has the technical capability to provide video
service tn the cduntyhsigtﬁﬁcantl)', however, such capability does not have beartng on

whether Verzon will indeed provide tugh quality service or technical customer service,
which are a matter of will as well as of technical abulity.

CTC has assisted the County in‘engincering oversight of cable systems in Montgomery
County for over twenty years. CTC has inspected and tested the cable systems currently
operated by Comcast Communications and the system operated by RCN
Communications. As part of the County’s technical oversight of the existing systems,
CTC was present as Verizon constructed its fiber-to-the-premises (FTTP) “Fios™ system

in the County. CTC also assisted neighboring Arlington County and Anne Arundel
County in their nepotiations with Verizon

CTC reviewed information provided in Verizon's application and, where possible,
conducted discussions with Verizoa technical staff. CTC directly taspect

ed the existing
Verizou system in the County.

Fiber-to-the-Premises (FI'TP) Technology

Venizon is using fiber-t0-the-premises (FTTP) technology to provide video, data and
volce service. -

FTTP s

the architecture Verizon ts deploying i limited parts of the US. as its “Fios”
system.

[n other areas, it has chosen to rely on its current copper plant and DSL
technology. FTTP is a flexible and capable technology. Compared to other forms of
communications transmission, it boasts the hughest theoreticat capacity per user. it makes
possible a wide range of potential applications and services, and enables Verizon to

constantly upgrade capability and capacity simply by upgrading end equipment and
software, while using the same fiber cable.

Al the neighborhood level, the typtcal FTTP architecture calls for backbone fiber on the
prunary arterial streets, which meets the local distribution fiber at a cabinet placed in the
public right-of-way (ROW). The local distribution fiber then travels from the cabinets to
pedestals or pole enclosures in front of the homes and businesses throughout the

commuiuty. Depending in part on whether they are backbone or distribution plant, the
cables typically contain 24 to 432 strands of fiber.

With respect 10 new electronics in the public aghts-of-way and at customer premises
(Hlustrated in Figure 1), this architectuce geaerally calls for:

* Opucal Network Terminal (ONT) boxes on the outside of subscribing premises

(107
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Compatibility with User Equipment

Although FTTP is a new technology, the ONT to be installed at the subscriber’s
residence has a cable-TV output identical to the cable provided by Comcast and RCN. [t
is desigued to provide a service techuucally similar to the video service provided by cable
operators. [t is compatible with the existing video cabling in subscabers’ homes. The
signal is compatible’ with standard cable-ready televisions and with cable set-top
converters commonly used in the cable industry.

Compaubility with personal digital video recorders (DVRs), such as TiVo, depends on
the configuration of the cabie set-top converter. While the FTTP technology does not
preclude the use of DVRs, the cable set-top couverter is neeessary Lo view digital coutent
and any encrypted or scrambled conteat. If the set-top converter cannot be tuned by the
DVR, the converter will not enable the DVR to work properly. The County should verify
that the set-top converters selected by Vernizon work with widely-available DVRs and
other consumer components, and venfy that Verzon installers and consumer information
provide adcquate guidance to customers. Verizon video subscribers n neighboring
cotumunitics have reported to franchising authorities that installers did aot connect
subscriber DVRs during the installation and that they were unable 10 use their DVRs
tune to programs other than local channels or PEG channels.

System Powering

The system is powered from both the Verizon Ceutral Office (CO) and the home, but the
customer s now ultunately responsible for powenng — an important distinction {rom
traditional phone networks, which powered the phone line from the CO down the copper
phoae line.  Fiber does not carry electrical curtent, so backup powering is now required
al the customer premises—if power goes out, the system’s only backup is a battery
located at the home that will typically last four to six hours ualess Verizon makes
provision for further backup (if Verizon is planning to make such provision, CTC has not
been informed of this). Additionally, under .the terms of the proposed {ranchise
agreement, it is the subscriber’s responsibility to replace batteries as they wear out.

Carriage of Video Signals

As the video signal travels through the Verizon fiber network, it uses a separate
wavelength or color of light from the data and voice signats. When a video subscriber
makes a selection with a cable set-top. converter or orders or makes a selection that
requires communicating with the Verizon network, this signal travels back to the
subscnber using the same wavelengths or colors of light as the data and voice network.

Analog and digital video signals are obtained from programmers via fiber optic
connections or satellite downlinks at a Verizon facility. Based on technical discussions
with Venzon technical staff, Verizon plans to obtain all eleven public, cducational, and
government (PEG) video channels at the Monigomery County Office Building in a



stmtlar manner as RCN currently picks up the channels.
channels from the COB (o its facilities.
PEG programming with the same qualit

Verizon will transport the
Venizon will be technically able to provide the
Y as it s provided on the Comeast network,
Venzou will be responsible for all transport, processing, and conversion of the
programening. I the County is unable to provide for a point of interconnection at the
County’s PEG facilities in Rockville, Maryland, the draft franchise requires that Verizon
. obtain PEG programming directly from cach PEG access origination point.

Counstruction and Activation

Verizon pcrforined a significant amount of construction in Montgomery County tn 2005
and 2006 to install its Fios system. The construction was a muxture of overlash of fiber

oplic cable to existing Verizon cables and new cable construction.  Areas of the County
with underground utilities required new construction.

Where Verizon has completed its construction,
service. As a result, Verizon Fios has been an ac
the ONT devices in the premises contain the inter
for Verizon to connect its Montgomery County
Verizon to connect customer ONTs to customer v

it has been providing voice and data
tive system for months. As discussed,
faces 1o operate video. What remains is
system o video programming, and for
ideo cabling and televisions.

Existing Video Offerings in Region

Verizon s offering video service in the Washin

gloa, DC area, inctuding in neighboring
Howard County.

The provided channel lincup includes analog, digital, HDTV, pay-per-
view, video-on-demand, and digital music prograrmming. The technical vanety s
comparable to that provided by Comcast and RCN.

relatively receat, it is able to demonstrate the abulity
region.

Adthough Verizon's entry is
to operate video service in the

Use of I'roven Video Technology

One of the advaniages of the FTTP technotogy selected by Verizon is that it can provide
video service without the requirement for new or uaproven technologies tn the storage or
ongination of video. The Verizon video facilities can use
any cable-TV headend. The Alcatel FITP cquipment used by Verizon can operaie
stmply as a “pipe” from this headend to the custower's home or business. As discussed,

at the customer’s premise, the video signal leaves the “pipe” in a standard cable-TV
format and physical cable interface and can use the premuise cabling.

Because the FTTP equipment can act as a simple “pipe” for cable-TV it does not require
that the video be compressed or transported in Intemet Protocol (IP) format or streamed,
as ts required by the “Project Lightspeed™ and other iitiatives used by AT&T, BellSoud,
and Qwest. The high capacity of FTTP enables Verizon to essentially carry an entire

tradittonal cable-TV lneup to its customers, w addition 0 providing voice and tugh-

the same equipment used in

1O



speed data. As a result, Verizou has been able to provide some form of video service
over FTTP systems for the past two years, while AT&T, as of the time of this report, is
stll 1o trials with s lechnologies.  No cable company or telephone company has yet
scrved hundreds of thousands of customers over a cable-TV quality “[I" streaming”

network, while FTTP enables Verizon to avoid a “bleeding edge™ network and quickly
reach customers with existing technologics.

Service to Multi-Dwelling Units (MDUs)

One of the limitations of the Alcatel FITP technology used by Verizon is that it is

currently limited in its ability to provide service to multi-dwelling units {MDUs) or multi-
tenant office buildings. Based on recent discussions w
an MDU solution available

hub/headend equipment curren

ith Alcatel, there is expected to be
in the beginning of 2007 that can’ integrate with the

tly tn use by Verizon, and that will not require Verizon to
dedicate a separate ONT or fiber cabling to each MDU customer.

There are,

however, approaches that Verizon could use today to provide MDU services.
These app

roaches depast from the vendor choice and architecture currently used for the
single-family home customers. One option would be for Verizon to use separate hub
equipment and fibers from the stagle-family home customers and use business-grade
equipment to connect cach MDU building.  Another would be for Verizon (o treat each
MDU customer as a separate single-family home customer and, as mentioned, dedicate
an ONT t each customer, as well as install fiber optic cables 10 each MDU customer.
Another would be o seek solutions from other FTTP equipment vendocs.

Venizon has also (old neighboring communities that they are developing an MDU
solution but currently do not have one. Verizon is not known to have designed or
counstructed its Fios service in MDUs in neighboring communities ia the Washungton, DC
area, other than to low-density developments that have separate outdoor uttlity entry to

cach dwelling (as opposed to tugh-nise or higher deasity buildings with communications
utilities terminated in centralized closets).

Vernizon's draft Franchise Agreement with the County (Scction
refuse to provide Cable Service .

unable o provide Cable Serv
facilities which are not availab

3.2.1) states that it “may
- iIn developments or buildings that Franchisee is
ice for technical reasons or which requite non-standard
le on a commercially reasonable basis, provided, however,
that, subject to subsection 9.3, Franchisee will provide the County with semi-annual
reports that identify such developments or butldings and contain information that
reasonably demoastrates why the Franchisee is unabie to do so . ™ There is comparable
language in other agreements signed by Verizon in neighboring Counties.

As mentioned, there are feasible technical alternatives; howey
Is necessary to detecmine the degree to which these ar
relative to the solution that may be available in 2007,

‘er, more in-depth analysis
¢ “commercially reasonable ™

/1)



FTTP Technology Proven

The Alcatel FTTP equipment deployed by Verizon in Montgomery County has been
deployed over the past fow yeacs by scveral data, video, and voice service providers in
the U.S. and intemationally. i conforms with standards developed by the intemational
Telecommunications Union (ITU) for FTTP. The manufacturer has a significant installed
base of FTTP equipmeat and continues to upgrade its FTTP product line with higher
speed equipment. FTTP equipment is not as commonplace or mass-produced as cable-

TV equipment, such as DOCSIS modems, but this can be expected to change as Venzon
and others continue to deploy it.

Emcrgeacy Alert

Under the proposed Franchise agreement, emergency alert will occur subject to the
Maryland state plan rather than directly by the County. It ts our understanding that this

arrangement is acceptable to the County's ficst responders, based on their conversations
with the County Cable Office.

Safety and Code Violations in the Public Rights of Way

The proposed Franchise Agreement requires Verizon to comply with County ordinance in
the Public Right of Way but does not, unlike the Comcast and Starpower agrecments,

prescribe specific response time and penalties. [t is our understanding that the County
plans to address these issues through other means.

Design and Configuration of Verizon Network in Moatgomery County

Vernzon's submittal does not include the locations of key buildings and hub-sites.
ldeally, this information should be reviewed in order for the County 10 accurately
evatuate the proposed PEG solution and the amount of flexibility that exists in the
network design. Verzon indicated that this information can be reviewed at their offices
but we have not been provided the opportunity to perform this review. However, based
on a general review of the information that has been provided, we believe that Verizon
has the technical capability to provide adequate video service in Montgomery County.

A



PUBLIC NOTICE
Propased Cable Franchise Between Mantgomery County and Verizon Maryland, Inc.

Pursuant to Chapter 8A-9 of the Mantgomery County Cads, the foltowing is provided as a
Summary of the lemms of the propasad cabie franchica agreamant between Montgomery
County and the Participating Municipalities, and Verizon Maryland, Inc. -The proposed
agreement provides cable subscrbers in the County a competitive altemative fer cable tel-.
evision service. It will also provide additional benefits in the fam of funding and facilities
for public, educalional and govemmentat (PEG} use. The key franchise terms includa:

t.. 15 year team; : '
2 a Fiber la the Premise Netwark capable of providing voice, video and broadband
accass senvices; . . :

a. customar service standards addressing telaphone and secvice responsiveness,
billing, installation, and notice ta subscribars; L ook

4. payment to the County of a franchise fae of 5% of gross tevenues; ° o

5 11 channals set asida for PEG use, with 2 additional channels raservad for future
use, and 13 more channels available it the initial capacity set aside for PEG use Is
subdivided or compressed in a digital format; . . S

6. payment to the County of an additional 3% of grass ravanuas, 'lo be used by tha
County and the participating municipalities to support PEG access and the
Institutional Netwark; _ IR

7. free cable drops and service to up 1o 100 Caunty buildings and $200,00¢ -
paymeants in each of the first 5 years af the franchise, in liey of the campany's
obligation lo add additienal cable drops and sarvice during the tenm of the

franchise; \ . -
18 system technical standards and testing requiremants; and
9. performance guaraniees.

infarmation regarding the application and propased franchise is aﬁitahle for review in ihz_a
Dapartment of Technalogy Secvices, Cable Office, 100 Maryland Avenue, Suite 250, Rack-
ville or on the intamet at www.montgomerycountymd.qovicable.- o :

Far questions regarding the matter, contact Jana E. Lawton, County Cabla  Commugqica-
tions Administrator, at 240-777-3724 or email at |'ane.igﬂmn@montqomervcnynwmd gov. .

10518065 . (9-13.9-20,9-27-06)




The Gazette Newspapers

2030 Comprint Court, Gaithersburg, Maryland 20877, 301-670-2620

CERTIFICATION OF PUBLICATION

THIS 1S TO CERTIFY THAT THE ANNEXED LEGAL ADVERTISEMENT HAS BEEN PUBLISHED
IN THE GAZETTE NEWSPAPERS FOR THE NUMBER OF INSERTIONS INDICATED BELOW.

PUB NOTICE PROPOSED CABLE MC & VERIZON

Gazetie Legat Advertising Departinent

i %%p@w%w

Ashby Elizabeth Tanner
Natary Public, State of Maryland
Montgomery County
My Commission Expires April 6, 2010

Copy of Ad attached
Ad Ocder Number: 0010518065
Dates: St.: 9/13/06 End: 9/27/06 Ins.: 3
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" PUBLIC HEARINGNOTICE -

: Caples-oﬂhe appﬁﬁ“,"’;‘l-“. 7;
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e Avendg

| inteipreter emcesmnavallabla fordeaforheanng :mpaired R A
: duzenswrlh five (S) wodang days advanced notice..Call - e

; 240~777-3684 -ar-email - ilson @ mo md ay
giving'the'* name and . telephone number of the requesung c:&zen
and lhe lypa of mtarpmter services needed.”
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T'he Gazette Newspapers

9030 Comprint Coun, Gaithersburg, Maryland 20877, 301-670-7620

CERTIFICATION OF PUBLICATION

THIS IS YO CERTIFY THAT THE

ANNEXED LEGA!L ADVERTISEMENT HAS BEEN PUBLISHED
IN THE GAZETTE NEWSPAPERS

FOR THE NUMBER OF INSERTIONS INDICATED BELOW.

PUBLIC HEARING CABLE TELEVISION FRANCHIS

Gazeite Legal Advertising Department

Ashby Elizabeth Tanner
Notary Public, State of Maryland
Montgomery County
My Commission Exoires April 6, 2010

Copy of Ad attached
Ad Order Number: 0010518030
Dates: St.: 9/13/06 End: 9/13/06 Ins.: 1
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Resolution No:
Introduced: October 10, 2006
Adopted:

COUNTY COUNCIL
FOR MONTGOMERY COUNTY MARYLAND

By: Management and Fiscal Policy Committee

Subject:

1

Grant of franchise to Verizon Maryland Inc. to use the public right-of-way for a
cable system. ‘

Background

Section 49-11 and 49-12 of the County Code provide that the County Council may grant
a franchise for use of the public right-of-way after: : ‘

a)

b)

c)

d)

e)

the franchise applicant publishes the applicétion once a week for three
consecutive weeks in a newspaper of general circulation in the County; .

the County Executive makes “diligent inquiry” into the value of the franchise and
the adequacy of the proposed compensation the applicant will pay to the County;

the Executive holds a hearing on the application if any taxpayer or affected
property owner objects to the franchise within 10 days after publication of the
application;

the Executive makes a written recommendation to the Council about the
franchise, including a description of the application and any objections to it,

findings about the value of the franchise, and any other relevant matters; and

the Council decides that the franchise is expedient and proper.

Chapter 8A of the County Code governs franchise agreements for cable systems. [n
evaluating an application for a new cable franchise, the County must consider

a)

b)

)
d)

the applicant’s character; the applicant’s technical, financial, and legal
qualifications to construct and operate the proposed system;

the nature of the proposed facilities, equipment, and services;
the applicant’s record of cable performance in other communities, if any; and

whether the proposal will serve the public interest.



3. The Council may, within the applicable time provided in Section 8A-28(d): grant the
franchise; grant the franchise with conditions, which may modify or override any
provision of the proposed franchise agreement; remand the franchise agreement to the
Executive with specific recommendations to renegotiate any provision of the proposed
franchise agreement and submit a revised agreement to the Council for approval; or deny
the application for a franchise.

4. On September 13, 20, and 27, 2006, notice was published about the Verizon Maryland
Inc. application for a franchise to use the public right-of-way to operate a cable system.
The Executive received many comments by the October 2, 2006 deadline and conducted
a hearing on the franchise application on September 28, 2006.

5. On October 6, 2006, the Council received the Executive’s recommendation to grant a
franchise to Verizon Maryland Inc. for a 15-year cable television franchise. The
Executive reviewed the legal, financial, technical, and character qualifications of the
franchisee; evaluated whether the agreement would have an adverse impact on services;
and found that the agreement will serve the public interest.

6. On October 31, 2006, the Council held a public hearing on the proposed franchise
agreement. .

7. On QOctober 30, November 13, and November 27 2006, the Council’s Management and
Fiscal Policy Committee considered the franchise application and recommended approval
of the proposed franchise agreement as amended.

Action

The County Council for Montgomery County Maryland approves the following
resolution: .

The Council finds that granting a franchise to Verizon Maryland Inc. for use of the public
right-of-way for a cable system is expedient and proper. The Council grants with
amendments the franchise under the terms of the attached franchise agreement dated
November 28, 2006.

This is a correct copy of Council action.

Linda M. Lauer
Clerk of the Council

(18
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tates for channels sold on a per-channel or per-program bases ack not regulated
SUSTOMER SERVICE GUIDELINES

"ursuard to the 1992 Cable Act, the Commission adopted federal guidelines which provade a standard
or improving the quality of customer service rendered by cable operators. These guidetines provide
nintmum fevels of service which should be provided by a cable operator. The guidelines address issues
uch as the cable operator's communications with customers over the telephone, mnstallations, service
rroblems, changes in rates or service, billing practices and information that must be provided to all
‘ustomers. Although the standards were issued by the Comumission, local franchising authorities
ire responsible for adepting and enforcing customer service standards. Franchising authorities
nay atso adopt more stringent or additional standards with the consent of the cable operator or
hrough enactment of a state or municipal law.

subscriber Calls to a Cable System

Inder the federal guidelines, cach cable system must maintain a local, toli-free or collect-call telephone
e available 24 hours a day, 7 days a week. Durning normial business hours, company representatives
nust be available to respond to customer inquines. Afier normal business hours, (the hours during

vhich most stmilar businesses in the community are open to serve customers), the cable system may use
I answering service or machine so long as messages are answered the next business day. In addition,
he cable system's customer service center and bili payment locations must be conveniently located and

nust be open at least during normal business hours and should include at least one night per week and/or
:ome weekend hours.

\ call to a cable system must be answered -- including time the caller is put on hold -- within 30
seconds afler the connection ts made. [f the call is transferred, the transfec time may not exceed 30
seconds. Also, cable system customers may receive a busy signal no more than three percent of the time.
Although no special equipment is required to measure telephone answertng and hold time, cable
ypecators should use their best efforts in documenting compliance. These requirements must be met 90
ercent of the time, measured quarterly, under normal operatung conditions. '

[nstallations, Service Interruptions and Service Calls

“ederal guidelines state that standard installations - which are those located up to 125 feet from the
sxisting distribution system -- must be pecformed within seven days after an order has been placed.
L:xcept in situations beyond its control, the cable aperator must begun working on a service interruption
10 later than 24 hours after being notified of the problem. A service interruption has occurred if picture
o sound on one or more channcls has been lost. The cable operator must begin to cormrect other service
rroblems the next business day afier leaming of them. Cable operators may schedule appoinuments for
nstallattons and other service calls either at a specific time or, at a maximum, during a four-hour time
slock during normal business hours. Cable operators may also schedule service calls outside of normal .
bustness hours for the convenience of the customer. No appointment cancellations are permitted after
he close of business on the business day prior to the scheduled appointment. If the cable installer or
echnician 1s running late and will not meet the specified appotntment time, he or she must contact the
sustomer and reschedule the appointment at the convenience of the subscriber. These requirements
:oncerning wstatlations, outages and service calls must ordinanily be met at least 95 percent of the time,
ncasured quarterly, under normal operating conditions. ‘

Changes in Rates or Service and Billing Practices

itp://www fcc_gov/esb/facts/csgen hitml ' ' 11/21/0t @



General Cable Television Industry and Kegutation iInioamatnon race sucey

LI R

Thurty days advance written notice (using any reasonable written means) must be given o subscribers
and local franchising authoritics of any changes in rates, programuning services or channel positions, it
the change is within the conteol of the cable operator. Cable operators are not required o provide prior
notice of any rate change that is the result of a segulatory fee, franchise fee, or any other fee, tax,
assessment, or charge of any kind imposed by a Federal agency, State, or franchising authority on the
transaction between the operatoc and the subscriber. Cable system bills must be clear, concise and
understandable, with full stemization. Cable operators should respond to written complaints about bilhing
matters within 30 days. Refunds must be issued no later than either the customer's next biliing cycle or
30 days foliowing resolution of the request, whichcver is eariier, or upon the return of equipment when

service is terminated. Credits must be issued no later than the billing cycle following the determunation
that a credit 1s warranted.

information to Customers

The following information must be provided to customers at the time of installation and at least annually
to all subscribers and at any time upon request: products and services offered; prices and options of
programming services and conditions of subscription to programming and other services; instaitation
and service maintenance policies; instructions on how to use the cabie service; channel positions of
programming carried on the system; and billing and complaint procedures, including the address and
telephone number of the tocal franchising authonty's office.

UNAUTHORIZED RECEPTION OF CABLE SERVICES

The 1984 Cable Act provides damages and penaities of up to two years in prison and/or $50,000 in fines
10 be assessed against anyone determined to be guilty either of the unauthorized interception or
reception of cable tetevision services or of the manufacture or distribution of equipment 1ntended (o be
utilized for such a purpose. The Commission does not prosecute unauthorized reception of cable
services. Rather, cable operators aggricved by a violation may bring an action in a United States district

court or in any other court of competent jurisdiction. Knowledge of violations shouid be reported
dircctly to the cable system.

SIGNAL CARRIAGE REQUIREMENTS o
The 1992 Cable Act established new standards for tefevision broadcast station signal carriage on cable
systems. Under these rules, each local commercial television broadcast station was given the option of
selecting mandatory carriage ("must-carry”) or retransmission consent (“may carry”) for each cable
system serving the same market as the commercial television station. The market of a television station
is established by its Area of Dominant {nfluence ("ADI"), as defined by Arbitron and/or modified by the
Commission. Every county in the country is assigned to an ADI, and those cable systems and television
stations in the same ADI are considered to be in the same market. Upon the request of a television
station or a cable system, the Commission has the authonty to change the ADI to which a station 1s
assigned. As a result of Arbitron abandoning the television research business, the Commission has
determined that, effective January 1, 2000, the market of a television station shall be its Designated
Market Area ("DMA") as determined by Nielsen Media Research.

Must-Carry/Retransmission Consent Election
Every threc years, cvery local commercial television station has the night to clect either must-carry or

retransmission consent. The initial election was made on June 17, 1993, and was effective on October 6,
1993. The next election occurted on October I, 1996, and was effective January 1, 1997. All subsequent
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i 4



Suzanne Weiss
301/299-1488
October 31, 2006
Cable and Communications Advisory Committee

I 'am Suzanne Weiss, here to speak today on behalf of the Montgomery County Cable
and Communications Advisory Committee. We very much support an agreement with
Verizon and the addition of any services to Montgomery County's citizens, and we
commend ali those who worked so hard towards making this happen. Many of these
services are critical for our businesses and residents, and providing choices and
additional offerings is just one of the strengths of our Office of Cable and -
Communication Services, in the County's Department of Technology Services, also
known as the Cable Office. :
Our initial review of the proposed franchise contract shows 3 comprehensive
agreement. Some of the details, however, do not fulfili important needs. The agreement
provides for only 100 free cable drops and service for County buildings. While there is
an additional cash compensation allotted to assist, the current arrangement with
Comcast covers approximately 700 locations. This includes our local municipalities,
and PEG (public, education and government) channe! providers as well, and is key to
- the timely circulation of important information here in Montgomery County.
We also request the addition of more specific detail in the installation plan outlined in
the document. This would include detailed maps of neighborhoods and corresponding
timing, that would encompass the entire County, along with appropriate disincentives
and penalties for significant variances, to insure equitable coverage for all. There is a
seven year phase-in for this service to County residents.
in addition, there are projections to dramatically expand the number of channels
available to consumers. Within the proposed Franchise Agreement with Verizon, there
is a disproportionate expanston of those avaitable to the County for PEG channels. The
number of channels to be allocated will be a fixed amount of up to 25, not proportional
to the actual number of channels offered, and will most likely not meet the goal of a
minimum of 10%. PEG is a great resource to our County, and the possibilities for use of
these channels is far beyond the possible number of channels to be made available
here. Verizon has further indicated that they will not provide PEG with the current
channel locations used for Comcast.
We would like to aiso see some specific consumer points addressed. One relates to
clarification of customer service expectations and responses, and reporting thereof, and
another with regard to billing disputes or delinquencies and preservation of telephone
service under a bundled or combined billing arrangement. Verizon must provide clear
advance communication to consumers that only the initial battery pack is provided for
their services and the maintenance and replacement are the sole responsibility of the
consumer A
Finally, there needs to be some parity in establishing what portion of the services are
classified as cabie services, and subject to the corresponding policies and regulations.
Consumers are awarded certain protections for different services, such as those
proposed to be provided under the Verizon Franchise Agreement, some as telephone,
some as internet and some as cable. Companies providing these services to our County
should have firmly established and comparable allocations. In addition, the fee paid to
the County is determined on that portion deemed to be cable service.
Thank you for the opportunity to speak today on behalf of our committee, and special
thanks to Council member Praisner for her diligence, investigation and persistence.
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Testimony before Montgomery County Maryland County Council
Re: Verizon Communications Cable Franchise Agreement

Qctober 31, 2006

5300d Afternoon.

My name is David Friedman. 1 have lived in Montgomery County, Maryland since April 1971. Aithough, |
currently serve on the Cable Communications Advisory Commiittee, | come before the Council, today, as a

private citizen to address an important issue in the existing and pending cable franchise agreements that
affects residents of this county.

In particular, § wish to address the issue of the number of government drops in the current franchise
agreements and those proposed by Verizon. Under the cumrent agreement with Comcast there are more
than 700 drops, most, if not all, that have been used by government and govemment supported
arganizations, such as non-profits serving people with disabilities. These drops provide for basic cable

services that pc&‘sﬁ@’an tmportant fink to news and information that wou!d.“r unavailable for most because of
the costs involved. _ b

Under the pending Verizon agreement, only 100 new drops would be made available to govermment and
government supported organizations. Verizon, also, is offering a monetary incentive to offset the few
drops it will provide, However, the number of government supported organizations in the community that
are in need of this basic service to provide its most vulnerable citizens with reliable sources of news and
information, given the geographic location of our county, far exceeds the monetary incentive.

! recommend that the Council include in its negotiations, a requirement to increase the number of
government drops to ensure that both Comcast and Verizon continue to provide these vital services to the
less fortunate residents in the County and to meet the growing needs of government supported programs.

Thank you.

Rescarch Applicatiens, tacorporsted = 414 Hangerford Drive Saite 220 @ Rockville, MD 203504125 = MI2S16T1T = FAX: IIS1-6T19
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TESTIMONY OF THE MAYOR AND COUNCIL
OF THE
CITY OF ROCKVILLE

Public Hearing
Proposed Cable Television Franchise with Verizon
October 31, 2006

Good afternoon. I’'m Rockville City Councilmember Susan Héfﬁnann, and [ am
appeanng here on behalf of the entire Rockville Mayor and Council: Mayor Larry
Giammo and Councitmembers Bob Dorsey, Phyllis Marcuccio, Anne Robbins, and mysclf.

In General

We thank the County Council for this opportunity to testify and for your thoughtful
constderation of our testimony. We also thank the Council’s staff for their analysis of the
proposed franchise and the related documents forwarded by the County Executive.

We also thank the County Executive’s staff and consultants for striving to protect the

public’s interests and those of the local gove_nimen[s throughout the negotiations for this
proposed franchise agreement.

The Mayor and Council of Rockville welcome the prospect of competition in cable
television services offered to our community and its residents. We look forward o the
benefits such competition promises in pricing, services offered, and in customer service.

Overall, we believe the proposed franchise agreement is a good one, especially when
considered under the current legal, Icgislative, regulatory, and industry climates. In
gencral, we believe it is good for residents, potential customers, local government, and for
Verizon. While some of our concerns have been addressed and resolved in negotiations
with County staff and with Verizon through County staff, our three primary concerns
remain, along with a few other concems discussed below.

Primary Concerns

Our primary concems relate o the proposed coverage and umetable for service to be
offercd in Rockville. The proposcd franchise agreement puts about 35 percent of
Rockville residents either on an extended waiting list or in limbo.

First, we request that the franchise require Verizon to be rcady to offer cable service to all
of Rockville within two years of the effective date of the franchise agreement. The
current proposal calls for service to be offered to some residences within three years, but
not to the majority until five years, and not until seven years for the remainder of the City.
Seven years is almost hal{ of the life of the franchisc, and that is too long to make people
wait. Even five years is too long.
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Second, we request that all residences within the corporate limits of Rockville be included
in the same two-year timetable and scrvice area. Based on the Verizon’s maps and
representations made by the company, cable service would be offered to some of the
residents in King Farm within five years, and to the remainder within seven years. More
than 10 percent of the City’s residents, about 7,386 people, live in King Farm.

We also are concerned about whether another five percent of the City’s residents, about
3,350 people, who live in Fallsgrove will be on the same delayed service timetable as King
Farm. The more detailed map that Verizon provided at our request seems to show that the

Fallsgrove area is in the tater scrvice area, although Verizon officials have told us this is
not so.

We request that Verizon provide for the record and for the franchise agreement itself, a
more accurate, correcled, and detaifed map showing specifically what areas of Rockville
are 1n the “Middle Service Area™ and what areas are in the “Extended Service Arca.” We
also request that Verizon provide written assurance that Falls Grove is not in the
“Extended Service Area,” and that it is, indeed, included with the majority of the City. -

Third, we request that Verizon be required to provide a specific timetable for offering
cable scrvice to apartiments and condominiums, preferably at the same time they offer it to
other residences. About 25 percent of Rockville residents live in apartments,
condominiums and other multiple dwelling units (MDUs). This is too large a segiment of
the population to leave in limbo without access to competitive cable services.

Language should be included in the franchise agreement requiring Verizon to offer
apartment and condominium building service by a date certain, instead of the language
excusing the company from offering such service for an indefinite time for technical
reasons. The County’s technical consultant’s report says Verizon’s vendor expects to have
an MDU solution available in the beginning of 2007. The consultant’s report also says
other technical alternatives may be available.

Also, we think the franchise should require Verizon to offer service to businesses, rather
than feaving this matter to Verizon’s discretion.

Other Concerns

As [ mentioned at the outset, the Mayor and Council have a few other concemns, as well.

=
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While Verizon has agrecd to provide five free service drops to Rockville municipal
butldings, it has not agreced to also provide money in-lieu of service requirements, as it has
for the County. We request that the provision providing 100 free drops to the County and

$1,000,000 be clarified to indicate that some of these benefits shall be made available to
participating municipalities.

We are disappointed that the franchise does not require Verizon to assign The Rockville
Channel and other Public, Education, and Government channels to the same channels as
they are on the Comcast and RCN cable systems. This will result in confusion for viewers
and additional costs and efforts for the channels to change their logos and make the public
aware of where the channels are. it is our understanding that this is at least partially
becausc Verizon will be distributing its programming from regional rather than local
centers. We fear that this will reflect a regional focus for the cable system, rather than a

focus on the needs and desires of the tocal community, which has been a hatlmark of cable
service in the past.

Likewisc, we are concerned that the franchise allows Verizon to change the channel
assignments for The Rockville Channel and other PEG channels at will, without even

- consuiting the channel operators. We understand that the County-Municipal agreement
will provide that the moncy Verizon will make available for logo changes and public
education of channel changes will be split equally among the channels that are affected.

We request that the language regarding assessment of liquidated damages be modified to
indicate that the County may assess such damages not only on its own behalf, but, also, on
behalf of the Participating Municipalities.

We are very pleased that Verizon and the County Executive have agreed to Rockville’s
requests for modifications of the Customer Service standards to require that local customer
service offices and phone numbers be accessible to customers with disabilities.

For the record, the City of Rockville concurs with other participating municipalities on

certain fanguage and legal changes presented by our attorney in discussions with County.
staff. ‘

Conclusion

In summary, the Mayor and Council of Rockville welcome cable service competition, and
we request that the franchise require Verizon to make competittve service available in
Rackville on a timely basis and to all residences.
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Summary of Reguests

a

Require Verizon to offer cable service to all of Rockville within two ycars of the
effective date of the franchise agreement

Require Venzon Lo include all residences within the corporate limits of Rockville,
including King Farm, in the samc two-year timetable and “service area”

Require Venzon to provide for inclusion in the franchise agreement, a correcled,
accurale, and detailed map showing the areas of Rockville proposed to be in the

“Middle Service Area” and the areas of Rockville proposed to be in the “Extended
Service Area”

Requirc Verizon to provide written assurance/confirmation that the Fallsgrove area
of Rockville is in the “Middle Service Area” served by the Rockville wire center
and is not in the “Extended Scrvice Arca™ served by the Gaithersburg wire center

Require Venzon to provide a spectific imetable for offering cable service o
apartments and condominiums

Require Venizon to offer service to businesses

Clanify provision providing 100 free drops and $1,000,000 to the County to
tndicate that some of these benefits shall be made available to participating
municipalities

Require Venizon to assign PEG channels to the same channels they are on the
Comcast and RCN systems

Require Verizon to obtain the consent of PEG channel operators prior to changing
channel assignments

Modify the hquidated damages provision to state that the County may assess such

damages not only on its own behatf, but, also, on behalf of the Participating
Municipalities ‘

Thank you.



MONTGOMERY COUNTY COUNCIL
PUBLIC HEARING
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COUNTY FRANCHISE AGREEMENT WITH VERIZON

October 31, 2006

My name is Michael Egan and I’ve been a resident of Brookevillé, Maryland for over 30
years and have been a cable television subscriber since the service started under Cable
TV Montgomery. [am also an Airport Communications Consultant and i this capacity [

have become very familiar with the type of service agreement being considered here
today. '

I'am not against Verizon entering into the cable business in the County as it might offer
some competition and greater choices. While not against Verizon entering the cable
market, as a consumer | am against this agreement because it mirrors the existing
agrecment in place today with Comcast and that agreement is a fatlure for consumers.

The consumer has no real protection against poor service or the rate charged by the
current cable provider and for the County to think having another cable company in the
mix will change the landscape is foolish and erroneous. On service, complaints made to
the County Division of Consumer Affairs are forwarded to Comcast from whom you
receive a “canned” response. This seems to be the only corrective action required in the
current agreement. In the proposed agreement, complaints only need to be summarized
in the Annual Report (Section 9:10) and the Quarterly Report (Section 9:11) only
requires a summary of service calls, an outage report, and a performance report which has
a hquidated damages provision that does not even speak to consumer protection. The
County Division of Consumer Affairs has admitted to me in the past that they have no
real leverage that would allow them to take action on consumer complaints or help
consumers get service credit for poor service or outages. This agreement maintains the
status quo with no real protection for the consumer against poor service.

The County also does not seem to have any control over programming or the costs
associated with programming being offered. Comcast drops and adds channels without
regard to the consumer by just saying that this is what their consumer surveys say we
want. [ challenge the County to try getting the results of a survey or even finding
someone who has been surveyed. The Baltimore channeis have been dropped without
any real justification. Comcast introduced ESPN Classic and later moved it to their
digital services because of its high costs and replaced it their own OLN channel but did
not reduce our monthly rate even though their costs dropped. Recently, they added
MASN and added a surcharge to cover the costs and the County did nothing to protect us,
the consumer. Again this agreement, like the Comcast agreement, provides the consumer
with no real protection against rate increases and provides no vehicle for geiting the
programming we really want to view.
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The consumer should be entitled to protection against poor service that would include
some type of compensation. They should also have a real choice and say in the
programming being offered. [n addition, the County Division of Consumer Affairs
should be provided with the power to truly protect the consumer and not merely act as a
“middle man” passing complaints on to the cable providers.

Of a lesser concern to me as a consumer are the financial terms of the agreement but |
feel they need to be reviewed before the agreement is approved. 5% of Gross Revenues
seems low when compared to the 15% Gross Revenues received for similar services in
most airports. ln addition, the portion of advertising revenues being offered is very vague
in the agreement and these doliars most likely represent more income than from
subscriber’s revenue (the 5% of Gross). The County needs to re-visit these terms before
accepting to agreecment as well as looking at the current agreements before renewing

them. You might even get enough money to fix the streets in our area that have not been
repaved in over 30 years.
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Montgomery County Council Public Hearing

Proposed Cable Franchise for Verizon Maryland
Tuesday, October 31, 2006

Testimony of
Montgomery Community Television, Inc.

I'am Richard Tumner, Executive Director, representing Montgomery Community

Tetevision. Thank you for this opportunity to provide tesimony regarding the proposed
cable franchise for Verizon Maryland.

Montgomery Community Television (MCT) is the non-profit organization established to
implement what is commonly known as public access to cable television or commumty
media. MCT provides direct services o residents including outreach, community
mobilization, training, access to production facilities, volunteer development, production
services and distribution of programming via cable channels 19 and 21. MCT is a
member of the PEG Network, which is a collaborative in support of the public,
educational and governmental (PEG) channels in Montgomery County.

MCT’s Vision Statement

Montgomery Community Television envisions Montgomery County as a place where
residents can gain access to and create community media that improves the quality of life.

MCT’s Mission Statement

Montgomery Community Television’s mission is 1o encourage and sponsor television

programming and broadband media that meets community needs and offer forums for
free expression.

MCT has been engaged in meeting community media needs of Montgomery County
residents and organizations, since 1984. More than 4.000 individuals have been trained in
tefevision production. MCT currently has more than 2,600 members, of which just over
400 are currently certified or actively involved in creating local community programming.
Currently there are nearly 140 active productions, the vast majority of which are staffed
by dedicated volunteers who last year committed over 11,227 hours of service. In FY’06,
MCT provided over $800,000 of benefit in equipment utilization alone resulting in over
644 hours of original local programming. Combining both in-facility produced and

programming sponsored by local residents, MCT cablecast over 3,400 programs resulting
in over 2.000 hours of programming.

Over the years. productions facilitated or produced by MCT have won numerous awards

and had an impact in our community. Just this month. Candidates Forum, provided a no
cost, level playing ficld for every candidate running on the ballot in Montgomery County.
Each candidaic was provided up 10 four minuies of unedited airtime 1o inform the voters.

Testmony of Monigomery Community Television. Inc. Page 1 of 3
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This invaluable voter education service offered unparalicled access and information on
both cable and via the web.

MCT’s cable channels, known as Access Montgomery, present the grcatest quantity and
most diverse complement of local programming available in the County. Programming
titles and content range from the 18 year series Montgomery Week in Review which
highlights topical and timely issues in the County, 10 Afrika Plus which curates cross-
cuhral content including local interviews of interest to the growing African population.
Access Montgomery is both local and global. There are programs in ten different
languages with topics ranging from Ans to Youth. and everything in between. It is a

unique service which owes its existence to the public interest provisions in the cable
franchising process.

MCT has a vested interest in the cable franchises, for if not for this authority by the
County, we would not have the fiscal resources. the channels, or the equipment to achieve
our mission. It is vital that the residents of our county continue to have the ability 1o have
access to local information and programming and the ability to create such programming.

MCT requests the following considerations be sustained through any franchise and in
particular this franchise. which is being negotiated under new constraints. In general, new
franchises should sustain the precedent set with RCN, establishing a level playing field

with comparable requirements in any subsequem franchise. Specifically, MCT requests
the following:

¢ The County should seek methods to increase competition and choice by

consumers for cable services that include PEG access channels.
* The County should retain its authority over the public rights of way.

e The County should resist any effort to subvert the franchising process, by not

agreeing to any provision that cable programming delivery is a subset of
services via FTTP.

The County should scek build out provisions that protect the public interest
and cextend the reach of this new competitive network. In particular the
County should establish low and moderate income dwelling thresholds such

as 25% passed within the first three years, increasing to 30% in five years,
elc.

* Service to public buildings should include all PEG Access programming
origination sites and offices once an area has been activated.

* Signal retransmission should include closed captioning content and all

secondary audio services 1o ensure that multi-lingual and captioned
programming generated by PEG cntities is carriced as originally intended.

Testimony of Montgomery Community Television. Inc.
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* Proof of performance testing and routine maintenance for signal quality of
PEG signal transmission from the originating sites should be included and at
the expense of the Franchisce.

* The County should ensure that there is no additional cost for PEG entities to
interconnect and transmit programming from their origination sites to the
Franchisee. Should there be any additional cost for licensing and royalties,
due to the Franchisee retransmitting the PEG channels bey ond the County,
then the PEG entities should be reimbursed for such expense.

¢ The County should ensure that the number of PEG channels match the
existing requirement and expand as digital compression technologies are
deployed, within the same time frame established in existing franchises.

e The PEG channcls should be on the same channcl assignment on all systems.
The PEG channels should appear on the lowest cost tier and not be separated
from other channels on the lowest cost tier. Should the County negotiate
video on demand functionality for the PEG channcls, it should be available
within the lowest tier of service with no additional equipment charge.

* Timely and accurate program listings information must be made accessible
via on screen guides and published web and paper guides, and that any

related expense for keeping the UUId(.S accuﬁlble should be covered by the
Franchisee.

"+ The County inust retain the right to audit franchise and PEG fees to ensure
the collection of lees is consistent with the County’s laws and regulations.

¢ The County should require additional capacity or dark fiber for expanding
the current number of sites at which PEG entities can originate live
programming rom the community.

The cable franchising process was established to ensure that the pubhlic interest would be
served as cable companies use the public rights of way. From the beginning, PEG Access
has been one of the fundamental features and benefits for our communities, in exchange
for use of the public rights of way by the franchisee.

Ensure that our residents have access 10 local information and the means 1o pamapate in
the creation of local programming. Sustaining Montgomery County’s authority for
managing the public rights of way and the derived benefit of PEG Access has served this
county well. Please insist that the provisions requested in this testimony are sustained in
Verizon’s franchise. Make certain that the diverse interests of our residents will be served

and that our community will continue to have its place in the emerging video services
marketplace.

Thank you for this opportunity 1o present testimony.

Testimony of Montgomery Community Television, lnc. - Page 30i3
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STATEMENT BEFORE THE MONTGOMERY COUNTY COUNCIL

RESOLUTION TO APPROVE THE FRANCHISE AGREEMENT FOR USE OF
PUBLIC RIGHT-OF-WAY: VERIZON COMMUNICATIONS

October 31, 2006

Thank you for the opportunity to participate in today’s public hearing on the Verizon franchise
agreement. Comcast’s comments on the proposed agrecement can be summed up by one request:

We encourage the Council to enact a franchise agreement which ensures a level playing ficld
Jor all cable TV providers in Montgomery County so all providers can compete effectively.

The agreement you have before you today does not achieve that goal.

Competition is alive and well in the Montgomery County television market. Comcast already
faces significant competition from direct broadcast satellite providers as well as Starpower. The
franchising of Verizon -- one of the largest communication conpanies in the world, and the
provider of telecommunication services to the vast majority of County residents -- introduces a
new level of competition for video services in the County.

Comgcast is not opposing the Verizon franchise -- we believe that such competition 1s healthy for
the marketplace. We are, however, requesting that the County ensure alt franchise agreements
for video service in Moatgomery County contain consistent requirements and obligations for all
video service providers, including the same performance measurements.

Comcast strongly believes that creating a level playing field in Montgomery would allow ali
franchised video service providers to compete effectively. Comcast reviewed the proposcd
Verizon franchisc agreement and identified several areas where the Verizon agreement contains
conditions more favorable than those imposed upon Comeast or Starpower.

We have attached a copy of the Comcast position statement submitted to the County Executive

on Getober 2, 2006, identifying several arcas of inequities between the two franchise agreements.

Since we have linnted time today, we will not go into detail about alf of the inequities and
therefore invite you to review those commients . However, we do respectfully request that, as
you review the proposed franchise, consider the following:

¢ County Executive Doug Duncan, in an October 3, 2006 wmemo to the Council, stated
that this is an appropriate time to veview the franchise agreements of other cable

Testimony of Comcast



TV providers to sce if any adjustments are appropriate in light of the more
competitive environment for cable TV. This is consistent with the position that we are
preseuting to you today.

Verizon is not a small start-up company looking to enter the market. You may hcar
Verizon's entry into the County compared to that of RCN, when RCN introduced
Starpower to the County. However, comparisons to RCN are not valid.

o Venzon ranks number 18 on the Fortune 500 list, and has dedicated significant
resources to competing in this market.

o Verizon already has a strong customer base tn the County, as the vast majority of
phone users are Venzon telephone and/or high-speed Internet customers. Verizon
certatnly cannol be considered a “new cntrant.”™

o Even though RCN is a relatively small corporation, its franchise obligations,
particularly 1n the customer service area, are identical to those in the Comcast
agreement. It makes no sense lo weaken those requirements for a major
corporation with vast resources at its disposal.

The majority of the inconsistencies between the Verizon franchise and the franchise
agreements of the other two providers have very little to do with the differing
technologies used by the different companies. Differences in technology should not
affcct requirements for customer service, free service to County agencies and buildings,
access channels, reporting or enforcement.

Customer service provisions are sngmﬁcantly weakemncd in the Verizon franchise.
For examplc:

o Verizon is not required to have live representatives available on the phone for
customer inquiries or service requests. Both Comcast and Starpower are required
to have people available by phone.

o Verizon can wait three days to repair a service interruption, while the other two
providers must complete that repair in 24 hours.

o Verizon is only required to provide service or installation calls during daylight
hours, while the other two providers must roll trucks to customers’ premises in the
evenings and/or on weekends. A

o Verizon can wait 14 days to install new service for a customer, while the other
two providers must perform installations within seven days.

These are just a sampling of the imbalances in customer service requirements. You will
find a more detaited comparison in Attachment A.

Comcast is not aware of any local jurisdiction that approved a Verizon franchise
agreement containing different customer service requirements from those of the
incumbeat provider. While there may be some minor differences, the customer service
provisions have remained consistent thus allowing the franchising authority to maintain
consislency in measuring the performance of all franchised video service providers.

The Public, Educational and Government (PEG) channel obligations are
significantly weaker in the Verizon agreement. For example, there is no provision
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requiring Verizon to st aside 10% of the system’s digital downstream capacity to the
PEGs, as there is m the Comceast agreciment.

s There is significantly less benefit to the County, in terms of free service to County
buildings, agencies and schools, under the Verizon franchise agreement. The
Comcast {ranchise has no limitations on the number of free accounts and associated
construction costs in providing free cable and cable modem services to County agencies.
Comcast currently provides free cable and cable modem services to over 833 accounts in
county facilities, including approximately 233 schools. Over the past year alone,
Comcast received over 80 requests (which we are required to honor) for
complimentary cable and cable modem services. The cost of these continuing and

unlimiled obligations could dwarf the minimal commitment detailed in the Verizon
agrecrent,

Comcast is ready and willing lo compete in the Montgomery County marketplace. However, in
- order to effectively compete, all providers must operate under an equal regulatory scheme. We
respectfully encourage the County Council to ensure that Montgomery County residents benefit
from a truly competitive eavironment, with equal regulatory and franchise requirements, and
lock forward to working with you towards that goal.

Testimony of Comcasl 3

24)



(comcast, | —

26 west Gude Drive
fockille, MO 20850
Tk 30%.294 7600

- POSITION STATEMENT

'MONTGOMERY COUNTY EXECUTIVE
DEPARTMENT OF TECHNOLOGY SERVICES

on
VERIZON MARYLAND CABLE FRANCHISE APPLICATION

October 2, 2006

Comcasi of Montgomery County respectfully submits the following comments on the
County Executive’s proposed franchise agreement with Verizon Maryland Inc. As you
know, Comcast already faces significant competition in Montgemery County from direct
broadcast satellite providers as well as the franchised wireline competitor, Starpower.
The franchising of Verizon -- one of the largest communication companies in the world,
and the provider of telecommunication services to the vast majority of County residents -
- introduces a new level of competition for video services in the Couaty. Comcast
believes that the quality of our cable television, high-speed internet access and digital
voice services will allow us to effectively compete in this marketplace, We also believe,
however, that this competition should occur under consistent and equal franchising
conditions. Comcast has reviewed the proposed Verizon franchise agreement and we
have identified several areas where the Verizon agreement contains conditions more
favorable than those imposed upon Comcast or Starpower.

We have identified several cost differences between the Comcast and Starpower
agreements and that of Verizon. The continued requirements for additional reports, mid-
year reviews and performance evaluations will result in increased technical and
administrative costs to the current cable providers and thereby creating truc impediments
to competition. Another significant cost difference for Comcast is the requirement to
provide cable service, without a distance fimitation, to an unlimited nunber of public
facilities. Comecast has already provided service to over 833 public facilities, unlike
Verizon's requirement to provide service to only 100 locations. Moreover, Comcast must
incur substantial construction costs that under the Verizon Franchise Agreement, will be
bome by the County, or Verizon may be relieved from the obligation. This issue is
discussed in more detail in Attachment A. We believe these significant cost inequities
must be addressed in order for the current cable providers to compete effectively.

Comcast is not opposing the Verizon franchise -- we believe that such competition is
healthy for the marketplace. We are, bowever, requesting that the Comcast franchise be
revised to incorporate the County’s current thinking regarding franchise obligations as
reflected in the Verizon agreement. A list of confhicting provisions is provided to you as
Attachment A hereto.



ATTACHMENT A

Construction/Instaliation

Section 5(b)(4) gives the County the authority to conduct inspections of
construction areas and subscriber installations, including but not limited to
inspections to assess compliance with the Franchisee’s construction and
installation requirements. The County contracts with an outside engineering firm
to perform such inspections and provide quarterly reposts to the County on
construction (in-progress construction, post-construction and re-inspection of
repairs} and system performance testing and monttoring. Verizon has no similar
requirements authonzing the County to inspect construction areas, installations or
system performance testing and monitoring,.

Comcast is therefore requesting a revision to Section 5 of its Franchise Agreement
to eliminate the County inspection.

System Upgrade: Section 6(c) of the Comcast Franchise requires Comcast to
peniodically upgrade its cable system to integrate advancements in technology as
may be required to meet the needs and interests of the community. Additionally,
Comcast 1s required to submit a report to the County every three years to establish
that it is meeting its current technology requirements. Verizon has no such
requircment for a technology upgrade nor are they required to submit a report to
the County every three years regarding this requirement.

Comcast requests deletion of Section 6(c) 10 ensure requirements are the samé as
required of Verizon. In an ever increasing competitive environment, technology

upgrade requirements are unnecessary since the marketplace will drive innovation
and technology advancements.

Performance Evaluation/Mid-Term Review: Sections 6 (u) and (v) of the
Comcast Agreement allows the County to schedule periodic public hearings to
evaluate Comcast performance under the Franchise Agreement. Additicnally, the
County is authorized to conduct a “Mid-Term Technical Review™ of the cable
system tn the eighth or ninth year of the franchise. The Mid-Term Technical
Review ultimately can allow the County to issue an “Upgrade Order” setting forth
the type of upgrade required of Comcast. If Comcast rejects the Upgrade Order, a
626 renewal proceeding is triggered thus the County may reduce the duration fo
the Franchise. The Verizon Agreement has no requirements for a performance
evaluation or midierm review.

The County’s remedy to essentially reduce the duration of the Eranchisc

. agrecment is being deleted pursuant to Expedited Bill 40-06, tines 365-367,

however the language remains in the Comcast Franchise. Comcast requests the
deletion of sections 6(u) and (v) to eliminate the requiremnent for a performance

12n



evaluation and mid-term review, and deletion of Section M(D’(l)(B) to climinate
the remedy to reduce the franchise duration thus reflecting the amendment in Bill
40-06. An ever increasing competitive marketplace witl drive any need for a
system upgrade thus regulatory oversight is unnecessary.

PEG Channel Qbligations

= Section 7(a) of the Comcast Agreement requires Comcast to provide 13 analog
video channels for PEG use. There is no provision in the agreement for changing
these analog PEG channels to digital PEG channels, nor is there any formula for
such digital conversion. In addition (o the 13 analog PEG channels, Comcast is
obligated to “make available up to 10% of the System'’s total downstream digital
capacity for PEG use subject to a limit of 25 Channel Equivalents”. (See

§7(a)(3).

* Section 6.1 of the Verizon Agreement requires Verizon to provide up to 13 PEG
Channels, subject to a digital transition formula. The Verizon agreement specifies
“If capacity set aside for PEG use pursuant to this Agreement is... migrated from
analog to digital transmission resulting in multiple transmission paths, the
Franchisee shall provide the County thirteen (13) PEG Chanuels (the “Additional
PEG channels™) in addition to the PEG channels set aside for the County 1n
Article 6 and Exhibit C.” (See §6.7.5). Thus, it appears that Verizon will be
obligated 1o provide a total of 26 digital PEG channels in lict of the 13 analog
PEG channels. Further, there is no provision requiring Verizon to set aside 10%
of the systems digital downstream capacity.

e Comcast requests an amendment to its Franchise Agreement to adopt the digital
transition language in the proposed Verizon Agrecment. It is critical that for all
providers to be subject to the same digital transition and ultimately, it makes sense

- that all cable competitors would provide the same PEG capacity.

Franchise Fee
* Section 8(b) of the Comcast Agreement authorizes the County, in its sole
discretion, to increase the amount of the Franchise fee up to the maximum amount
permitted under state and federal law at any time. Section &(d) imposes a late fee
of 5% of the amount of the franchise payment plus interest.

The Verizon Agreement has no provision authorizing the County to increase the
franchise fee or impose 2 late fee for failure to submit payments timely. Comcast
requests that Sections 8(b) and (d) be deleted to eliminate the County’s authority
to impose an increase in fees and a late charge.

Y



Reports and Records '

» Scction [ {a) of the Comcast Agreement requircs Comeast to make available
make avatilable for inspection those materials “which the County deems

appropnate in order to mosnttor compliance with the terms of the Cable Law, this
Agreement or applicable law™.

Section 9.1 of the Verizon Franchise only autherizes the County to inspect those
records that relate to Verizon’s provision of cable service and which are

“reasonably necessary to ensure compliance with the terms of this Agreement”.

Comcast requests that Section I1(a) of the Comcast Agreement be revised to
adopt the same language in the Verizon Agreement. There should be uniform
standards applicable to all cable providers as it relates to record inspections.

s Section |i(a) (3) of the Comcast Franchise Agreement states that access to the
Franchisee’s records shall not be denied on the basis that the records contain
“proprietary” information, and that refusal to provide information required by the
County shall be grounds for revocation.

Section 9.3 of the Venzon Franchise allows Verizon to withhold information it
decms proprietary pursuant to a specific proprietary information process.

Comecast requests that Section 11(a) (3) of the Comcast Agreement be revised to
include the same proprietary information process that is available to Verizon. The
standards stipulating the treatment of proprietary information should be the same
for all cable providers. '

* Section 11(b)(1) of the Comeast Agreement requires Comcast to file ail reports
and materials submitted to regulatory agencies affecting the operation of the cable
system, including all publicly available filings.

Section 9.8 of the Venizon Franchise requires Venzon to only provide
communications with regulatory agencies that “materially and expressly pertains
to the County with respect to the provision of Cable Service.” Furthermore,
Verizon is not required to provide any such filings that are publicly available.

Comcast requests revising Section 11(b} (1) of the Comcast Franchise to
authorize the same public availability exception as granted to Verizon.

» Section | 1(e) of the Comcast Agreement requires Comcast to prepare “in the form
prescribed by the County™ any additional reports with respect to its operation,

affairs, transactions or property as may be necessary or appropriate.

Verizon has no similar requirement to provide additional reports in a form
prescribed by the County as required of Comcast.
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Comeast requests deleting Section 11 from the Comcast Agrecment and replacing it with
Section 9 of the Verizon Agreement. Reporting requirements should be the same for alj
cable providers to prevent any cost tnequities and to allow cable providers to compete
more effectively in the marketplace.

Performance Bond

* Section 14(a) (4) of the Comcast Agreement authorizes the County, at its sole
discretion, to reduce the amount of the Cormcast 32 million bond upon receiving a
~written application from Comcast. Section 13.7.7 of the Verizon Franchise allows
Verizon to reduce its $2 million bond to $250,000 once it provides service to 50%
of the franchise area. Additionally, Verizon may request a reduction of the

performance bond, which approval shall not be unreasonably denied by the
County.

Comecast requests revising Section 14(a)(4) of the Comcast Franchise Agreement
to adopt the same requirements regarding a request for a reduction in the
performance bond as required in the Verizon Agreement.

Cabie Service to Public Facilities

*» Section 7(g} of the Comcast Franchise requires Comeast to provide without
charge one activated outlet at each public and noa-profit educations institution,
each County, State or municipal and agency building, each facility owned by or
leased to the County, each non-profit health care institution with patient beds, and
each multi-purpose Community Center with the franchise area.

Section 3.3 of the Verizon Franchise Agreement requires Verizon to provide
service to a maximum of 100 buildings, provided Verizon is not required to
extend its trunk or feeder more than 300 feet from the serving terminal.

Comcast provides free cable service to over 833 facilities, including
approximately 233 schools, under section 7(g) of the franchise. The Comcast
Agreement contains no distance requirement as noted in the Verizon Agreement;
therefore, Comcast incurred substantial construction costs in providing services to
many of the 833 locations. For example, one of the requests involved
construction costs of over $7800.00 - - those costs were borne by Comcast in
providing service to only “1” location. Over the past ycar alone, Comcast
received approximately 84 requests for complimentary cable and cable modem
services with construction costs of more than $75,000. Examples of some of the
construction costs to be incurred for providing cable television service include,
but not limited to, the following: 1) county building - §9,785.82: 2) county
building - $8,570.19; and 3} a school $6,517.34.



Unlike Verizon, Comcast must also provide cable modem service to 100 county
locations, excluding schools and libraries. The County requested (under Exhibit F
of the Franchise ‘Agreement) that Comcast provide cable modem service to an
office within the Germantown Indoor Swim Center. The construction costs were
more than $8000 - - this was only onc location. There arc no obligations in the
Verizon Franchise for internet access to county buildings and agencies. '
Continuance of this requirement puts Comcast at a competitive disadvantage.

In order for Comcast to compete effectively and to eliminate some of the
inequities as it relates to the provision of cable service to county facilities,
Comcast requests the following changes:

1) Amendment to Franchise to include a distance requirement as
provided in the Venizon Agreement.

2) Establish cap on number of locations for which Comcast must provide
free service (Comcast already provides service to over 800 locations;
Venizon’s Agreement is capped at 100.)

3) Requirement for County to provide a projection of upcoming requests
for free cable service and in order of priority to be enable the cable
providers to budget appropriately for any affiliated costs in complying
with this franchise requirement; and

4) Requirement for County to assist in obtaining access agreements to
non County-owned buildings for which Comcast is obligated to
provide complimentary service under the Franchise.

Remedies -

Section 14(f) of the Comcast Franchise aliows the County to “reduce the duration
of the Franchise™ as a possible franchise violation remedy. The Verizon
Franchise contains no similar provision.

Although Expedited Bil! 40-06 (lines 363-367) seeks to delete this enforcement
remedy from Section 8A-20 of the Cable Law, the language remains in Section
14(f} of the Comcast Franchise Agreement. Therefore, Comeast requests
amendments to its franchise agreement to reflect any and all amendments to the
Cable Law adopted via Expedited Bill 40-06.

Section 14(f){1)(D) of the Comcast Franchise authorizes the County to revoke the
franchise if Comcast violates any provision of the law or franchise agreement.
Section 13. 6 of the Verizon Franchise Agreement limits the County’s right to
revoke the franchise to “material violations” which in most cases must be habitual
and persistent.

Comcast requests deleting Section 14 of the Comcast Agreement and replacing it
with Section 13 of the Verizon Franchise Agreement. There should be uniform
remedies for all cable providers.



Liguidated Damages

Section 14(f)(4) of the Comcast Agreement provides caly 10 days notice and
opportunity to cure for any liquidated damage assessments.

Section 13.9 of the Verizon Franchise contains The Verizon Agreement has
specific notice and opportunity cure provisions attached to cach category of
liquidated damages -- most of which are 14 or 30 days. Also, the Verizon
agreement contains a cap of $100,000 of liquidated damages in any one year.
(See § 13.9.4). Additionally, liquidated damage amounts are fairly similar
although there are a few differences specifically regarding the calculation of
customer service violations on both an individual and quarterly basis.

Comcast requests deleting Section 14 of the Comcast Agreement and replacing it
with Section 13 of the Verizon Agreement.

Employment, Training and Procurement Obligations

Section 10 of the Comeast Agreement sets forth specific requirements for hiring, -
training and procurement. The Verizon Agreement has no requirements for local
hiring, tratning and procurement.

Since the Verizon Agreement does not contain any similar requirements, Comcast
requests discussion of this section as it relates to the continued application to
Comcast.

Customer Service (see attachment)

Attached 15 a side-by-side comparison of some of the tnequities in the area of customer
service. Comcast hereby respectfully requests revisions to its Franchise Agreement o
address the inequities noted in the attached document. Comcast strongly believes that in
order to create a level playing field, and in the best interest of consumers, customer
service standards should be uniform for all cable providers.

/14D



- COMPARISON OF MONTGOMERY COUNTY CUSTOMER SERVICE PROVISIONS
VERIZON VS COMCAST CABLE FRANCHISE AGREEMENTS

September 25, 2006

COMCAST FRANCHISE

REQUIREMENT PROPOSED
VERIZON FRANCHISE

Standard Installations where the customer’s 9b)(1) Standard installation charges
Installarion premises are within 200 feet of the apply to service drops of 175 feet or less
Definition serving terminal, or edge of the to the primary outlet.

property, whichever is less ,
System Qutage Service Interruption affecting at least | Service Interruption affecting more
Defigition 10% of the Subscribers in the than 10 Subscribers

Service Area lasting at jeast 4
continuous hours

Service Level

I1 B allows service level
measurements (30 and 60 second) to
include automated attendant
answers

No reference to automated attendant
int franchise. However cumment Comcast
3Q0-second service level data includes
ARU Completed Calls + ANI Calls. 60-
second service level data refiects agent
only l

Rate & Charge
Increase
Notification

"be written or electrounic to each Sub.

It C requires 60-day notice to subs
prior to increase. 60 day notice can

30-day notice is allowed if change is
cablecast and written notice provided
to each Sub.

Any person who requests cable
service or becomes a Sub after
approval of increase but before
increase is effective must be notified
in writing or verbally.

HE)2): Subscnbers and the County will
be notified of any changes in rates, -
programming services or channel
positions, and any significant changes in
any other information required to be
provided by this section, as soon as
possible through announcements on
the cable system and in writing. Notice
must be given to subscribers and the
County a minimnum of thirty (30) days
in advance of such changes and other
significant changes

Office Location

I E requires a location in Franchise
Area that takes customer payments.
Equipruent pick-up/drop- off must
be provided either by having a local
business office, personal visit to
Sub’s home, or pre-patd mailers.

9 c)(1) requires Comcast to maintain
an office at a convenieat location in
the County that shall be open during
Normal Business Hours to allow
Subscribers to request service, pay bills,
and conduct other business.




REQUIREMENT

PROPOSED
VERIZON FRANCHISE

COMCAST FRANCHISE

Response to
Service Requests

Respond (or Begin Working On) is
defined as Franchisce’s investigation
of a Service Interruption by receiving
a Sub’s call and placing the repair
request inio the automated repair
response system and, if required,
taking action

Il L Under NOC, must respond to a
call from Sub re: Service Interruption
or other service problems:

e Within 24 hours of receiving
call ,

* Begin action to correct all
other Cable Service problems
the next business day after
notification by Sub or County

I M Under NOC, compiete repairs
within 72 hours of when Franchisee
commences to respond

9(d) (1) Under NOC, 95% of time:
Repairs and maintenance for Service
[uterruptions aad other repairs not
requiring work within a Subscriber's
premises must be completed within 24-
hours of the time the Subscriber
reports the problem to the Franchisee
Or its representative or the interruption or
need for repairs otherwise becomes
known to the Franchisee.

Work on all other requests for service
shall be scheduled for the next
available appointment, or at a later time
mutually agreeable to the Franchisee and
the Subscriber. Franchisee shall
exercise i(s best efforts to complete
such work within three (3) days from
the date of the initial request.

Missed H' N CSRs will have ability to issue | No language regarding credits for missed
Appointments service credits at their discretion for | appointments

missed appointiments and Service

Interruptions

L O Under NOC, shall provide pro-

| Credits

rated credit to Sub upon request,
when Service Interruption of at
least 4 consecutive hours. To
qualify, sub must report probiem,
and allow Franchisee to verify. Sub
must be reasonably available for
appointment, if needed, to qualify for
credit. ' ‘

II' P Under NOC, if

System Outage affects all

Cable Services for more than 24
hours, Franchisee shall issue
automatic prorated credits, or the
prorated cost of basic/enhanced
service

9(h) Franchisee must repair service
interruption within 24 hours of the
interruption, or at a later time if
requested by the subscriber.

If a service interruption is aot
repaired at the time of a scheduled
appointment, the subscriber will
receive a credit of 10% of the
subscriber’s normal monthly bill for
each 24 hour period or segment
thereof that the interruption conticues
beyond the scheduled repair.




REQUIREMENT

PROI'OSED
YERIZON FRANCHISE

COMCAST FRANCHISE

Naotice to
Subscribers

[ Q Similar to Comcast (ranchise,
with two exceptions:

» All required information
must also be posted on
Franchisee’s website

e [Q(9) Information regarding
delinquent sub disconnect
and recennect procedures
must only be posted on
website. No requirement to
include in notices at time of
install and annually.

No requirement in franchise
agrecinent re: website posting. ATT
Transfer Agreement requires Franchisee
to post on its website all available rates
for any cablc or other service offered,
including promotional or special rates.
This 15 effective only if all cable
franchises agree to do the same.

Disco and reconnect procedures are
required to be included in info
provided at time of install and
annually.

Customer Service
Notifications

II'T Public file of customer service
notices must be maintained for one
year from date of notice.

Copies of all such notices must be
provided to County. Ne approval
process for County is inciuded.

9 f{(4) Public file of customer service
and promotional offers must be
maintained and filed with County.

All forms describing customer service
policies and procedures are subject to
County approval, within 5 days of
submission by Franchisee.

Complaints

H U Establish clear procedure for
resolving complaints.

No simular language exists

Planned Outages

[I W General language requiring
reasonable prior notice to subs and
County before planned maintenance
oulages, except for outages less than
two hours. '

9(c) Planned service interruptions of
over two-hours duration require 48
hours prior written notice to
subscribers, municipal PEG channel
operators, and the County

Planned interruptions of two hours or
less, but more than five minutes,
between midnight and 6:00 am require
24 hours advance notice {o County
oanly

Planned interruptions of less than five
minutes do not require notice




| REQUIREMENT

PROPOSED
VERIZON FRANCIIISE

COMCAST FRANCHISE

Installations under
NOC, 95% of time

H AA Standard Installs {(where
sub’s premises are within 200 fect
of the serving terminal or the edge
of the property, whichever is less,
and where an ONT is already
present) shall be iustalled within 7
business days. If ONT is not
installed, Franchisce gets an
additional 7 days.

9(d)(1) Installations located up to 400
feet from Right-of-Way shali be
completed within 7 business days after
order is placed or Miss Utility marking is
done.

Service Times,
under NOC, 95%
of time

I AA(2) 4-hour time block only

applies to weekday daylight hours.

Normal Business Hours are not
referenced.

9(d)}3) 4-hour time block for
service/iustallations during Normal
Business Hours. Franchisee shall 7

make reasonable efforts to

accommodate Sub outside Normal
Business Hours.
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{lobert S. Carlisle

21 Bloom Court
Damascus MDD 20872
{(301) 482-0038

Good afternoon Mr. President and members of the council,

[ wanted to take the opportunity this atlernoon to voice my support for the resolution to
approve the Franchise Agreement for Use of Public Right-of-Way concerning Verizon
Communications. | am not representing any corporation but coming (0 you as an
individual citizen of this county; albeit an informed citizen. ~ Although no tonger
employed in the telecommunications industry, [ did work as a marketing engincer for
Corning’s Optical Fiber division for a year and half but fortunately, was laid off in 2002
as a result of the telecommunications boom going bust. 1 say fortunately, because | was
able to find a great career herc as a defensc contractor and am now delighted to be a
Montgomery County citizen living in Damascus. Admittedly, my desire to see this
resolution approved is for sellish reasons because frankly, [ would fike see the secds that
['have sown harvested here. Whilc working for Corning, [ was part of a team developing
the market for fiber-to-the-home systems like Verizon’s FIQs and was a contributing
member (o indusiry standards groups like the IEEE’s Ethernet in the First Mile and the
[ntemational Telecommunications Union Study Group responsible for optical transport
network infrastructures. Just prior to lcaving Corning, [ had spent a couple of weeks in
Geneva and had just been confirmed as the Access Network Transport Rapporteur in the

ITU Study Group dealing with studics and recommendations on Access networks such as
DSL, cable, satellite, and Fiber-to-the-Home.

Although no longer an employee for Corning, [ am still a passionate advocate for optical
liber since no other physical medium comes close to providing its bandwidth capabilities.
At the Corming Museum of Glass, there is an amazing display of a bundled copper cable
about 10 feet in diameter juxtaposed with a single optical fiber the size of a human hair.
The display reads, “It would take this much copper cable to transmit the same amount of
information as a single glass optical fiber.” [ believe that we are at the beginning of
another Internet revolution based on broadband technologies. [magine a world in the
near future that will allow doctors to review x-rays or MRI video on their high definition
- television in the middie of the night or telecommuters being able to video teleconference
from home with the same fidelity as if they were on network television. We are already
starting to sec the popularity of video websites such as You-tube, despite being limited to
granular postcard size images. There are many future entrepreneurs just waiting for
fiber-to-the-home systems to become mainstream to roll out applications related to online

gaming, peer-to-peer networking, video teleconferencing, or video-on-demand services,
just to name a few.

S0 how does this relate to this resolution? Simply put, Verizon has invested billions of
dollars in this infrastructure and needs the additional revenue stream to provide a
meaningful business case for future development. [ am thritled that they have chosen
Montgomery County for FIOs, but fear if this resolution is not approved, they will choose
lo invest elsewhere or scale back their deployments. We are the home of the [-270
Technology Corridor and by choosing to-approve this resolution, I belicve Montgomery
County will reap the rewards of being a place where high technology will continue to

flourish since both companies and individuals will desire this network infrastructuce on
which to build their futures.



Testimony of

Jaime Todaro
11109 Troy Road
Rockville, MD 20852
301-770-4038

on Octobér 3172006
regarding Verizon's Televison Franchise
Thank you for the opportunity to testify this afternoon.
My name is Jaime Todaro. I'm from Rockville Maryland.

It's true that competitively priced television service is one capability of the fiber network Verizon is
installing. But this network has so much more potential than just television service. Fiber optics have
transformed the way we communicate, High speed data service has become critical to economic
development, education, and safety. Verizon's state-of-the-art fiber-to-the-home network is probably
the most significant advancement of any kind that I'll see in my lifetime. As a telecommuter, advanced
communications services are essential, so I'd very much like to have Verizon's service now. [ trust that
the Executive and the Council will thoroughly examine the proposed agreement with Verizon to ensure
it 1s fair and equitable to all, and that it serves the public interest, and so my only request is that the
Council grant Verizon the franchise without introducing any further delays.

In the testimony I gave last month to the Executive, { commented on delays created by the inability of
“the City of Rockville and Verizon to agree on terms for permitting construction within the City. I'm
hopeful that the situation has been remedied, because [ saw Verizon installing their fiber optic network
in my neighborhood, which is covered by Verizon's Montrose Road wire center. If the City of
Rockville and Verizon have come to an agreement, then I suggest all references to the Rockville and
Montrose Road wire centers be struck from the proposed franchise agreement. But even if the City of
Rockville and Verizon have not agreed on construction terms, I still think you should grant the

franchise as soon as you possibly can. Verizon's high speed data service is truly revolutionary. Please
act quickly.

Thank you.

]



PEG Network Testimony — Verizon Franchise
Prepared By

PEG Network

Thank you for the opportunity to provide testimony on the Verizon/Montgomery
County Franchise Agreement. This document tepresents the position of the public
access, education, and government access cable television entities in Montgomery
County - more commonly referred to as Montgonﬁcry County’s PEG Network.

The PEG Network is a unique consortium of public access, educational access, .
and government access cable television stations located in Montgomcry County.

Wer encourage our County Council officials to review thoroughly this new
franchise agreement in order to ensure that it too will guarantee the same quality of
access to communication services that our citizens receive today, and to assure that it
provides parity with incumbent agreements.

As background, the PEG Network pro»lrides our community with a local advantage
by providing access to news and information about local government, tﬁe arts, local
events, and the free exchange of information and ideas that you won’t see or hear on
network television.

* Regarding the public access television services that we provide, in
Montgomery County, the public access channel is Access Montgomery — a
place where the voice of our citizenry is heard daily; |

e With respect to educational access television, the educational stations in
the PEG Network include Montgomery College, Montgomery County

Public Schools, as well as the University of Maryland at College Park, and



the University of Maryland University College in Prince George’s County,
Maryland.

o Each of these educational access stations works daily in order to
provide educational enrichment, outreach to our studeqts and their
‘families, and credit and non-credit distance leaming'progréms to
students of all ages in our community.

¢ The government access channels, which are represented by Montgomery
County’s County Cable Montgomery, the City of Takoma Park, the Clty
of Rockwlle and the Montgomery Municipal Channel:

o Provide important local news and information about our local
government directly 1o the people you serve each day — not just
sound bites, but full and in-depth coverage, again, something you

cannot find on broadcast or other cable programming.

The PEG Network fills a vitally important role in that regard: we are a direct,
community connection straight from the heart of our local government, right to the

constituency through:

¢ Live television programming of County Executive meetings, news and important

events;

Gavel-to-gavel coverage of County Council sessions, press conferences, Town

Hal! meetings, and,

¢ Board of Education meetings, and other important news about our schools, These

stations provide thought-provoking programming that is targeted to meet the



specialized information needs of our unique population in the County by

providing information they can use that they cannot find elsewhere.

These critical communication services to the public are embedded in and
protected by the existing franchise agreements, in order to legally guarantee both quality
of service from the providers, but more importantly, to keep these vital lines of
communication open, and free to all the members of our community, - not just a select
few — but all of the members of our diverse and growing community.

The PEG Network encourages the County to continue to protect the rights of its
citizens to free and open access to public, education and government access
communications services. By doing so, you will ensure that the unique voice of our
community is heard, and heard regularly. |

Furthermore, by doing so, you will also ensure all of the students in our County,
from elementary school to higher education, as well as all of our citizens will have
continued to access to high-quality educational enrichment programming, public affairs
information, and other local news and information that is impom_’tant to maintaining the
quality of life in our County.

We urge the County to continue to protect these rights by ensuring that this new
franchise agreement keeps intact all of the provisions of the existing agreement with the
current franchise holders, ensuring parity among all parties, and that by doing so you will

effectively protect the multi-year investment that the County has made in cable access

television for its citizens.
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In closing, all of the members of the PEG Network wish to thank you for your

efforts in protecting the rights of the community, and to help guarantee that the voice of

our local community does not become muted by large corporations who are truly serving

their own interests, and not necessarily the interest of our citizens.

Thank you vefy much for your time and consideration.
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The Honorable Bruce R, Williams
Ward 3

Testimony-of Takoma Park Councilmember Bruce Williams, City of Takoma Park, Maryland
Re: Proposed Franchise Agreement with Verizon

November 1, 2006

Thank you for the opportunity to testify regarding the Proposed Franchise Agreement with
Verizon Communications.

The City of Takoma Park welcomes additional service providers to our residents for advanced
telecommunication services. While we understand that the scope of this Franchise Agreement is
limited to video services, the upgrade of Verizon infrastructure will be welcome in our city,
which has telephone plant that is aging and deteriorating.

Our primary concern with the proposed Franchise Agreement is that it provide parity with the
incumbent cable television franchises. A level playing ficld is critical to a healthy competitive
environment. If terms for the new franchisee are weaker than for the incumbents, the incumbents
are surely going to ask for modifications to existing agreements, with a possible result of
diminished services to City and County residents. The ideal result of additional competition

should yield better customer service, lower prices and superior programming and technology, but
if incumbent franchise obligations are reduced, where is the benefit?

The City is pleased that the essential terms of the Franchise are fundamentally the same: a fifteen
year franchise term; five percent franchise fee; three percent PEG fee and continuation of
existing PEG channels. One issue of concern is the future provision of digital PEG channels;
Section 6.7.5 defines future digital channel atlocations to PEG entities differently from how this
is defined in the incumbent franchise agreements. It is important that these public, educational
and government channels which offer so much benefit to residents continue to be universally
available, at the lowest cost tiers of service, regardless of technology migration.

An additional concern regarding PEG channels is the channel assignment: PEG channels on the
incumbent cable systems are assigned to the same number, which is critical for promotion of
programming to viewers. The City would prefer its channel to be located on Channel 13 as it is
on Comecast and RCN, and requests that channel assignments not be changed. As the sheer

quantity of channels available to cable subscribers grows, it is imperative for viewers to be able
to readily identify community access channels. '

Thank you for this opportunity to weigh in on this important development in Montgomery
County. The City of Takoma Park welcomes competition.



DEPARTMENT OF TECHNOLOGY SERVICES

Douglas M. Duncan Alisoun K. Maoare
County Executive Chief Informatian Qfficer

November 8, 2006

TO: Sonya E. Healy, Legislative Analyst
Montgomery Coynty Council y

27 [ O

FROM: °  Jane.E.La , Cable Communications Administrator

SUBJECT:  Response to MFP Questions

Following is the additional information requested by Council staff concerning the proposed
Verizon cable franchise agreement.

1. What are Verizon’s plans for service to County businesses and multiple dwelling
units? Why are these groups excluded from the terms of the franchise agreement?
How does Verizon plan to deal with home-based businesses?

Multiple dwelling units (“MDUs") are not excluded from the franchise agreement. In
Executive negotiations, Verizon advised that there were technological
obstacles/difficulties which might prevent Verizon from offering service in MDU’s.
However, at recent hearings, Verizon advised that this was no longer a hurdle and that the
only problems they anticipated included “exclusive agreements.” It is our understanding
that equipment to deal with the technological difficulties has been developed and will be
offered sometime in 2007. The Proposed Franchise Agreement does require Verizon to
offer service to MDU’s in the respective service areas-unless (1) the “developments or
buildings ... are subject to exclusive arrangements with other providers; (2) Verizon “is
unable pursuant to normat industry practice to obtain necessary real property or other
physical access rights;"” or (3) Verizon “is unable to provide Cable Service for
technical reasons or which require non-standard facilities which are not available on a
commercially reasonable basis,...!” See Section 3.2.1. Moreover, in the event that
Verizon does offer business service, the pravision of that service, with the exception of
the requirement to provide service, will be subject to the provisions of the franchise
agreement,

' “provided, however, that, subject to subsection 9.3, Franchisee will provide the Councy with semi-
annual reports that identify such developments or buildings and contain informartion thar teasonably
demonstrates why the Franchisec is unable to do 50 :

Ofiice of Cable and Commuaications Services

100 Maryland Avenue, Suite 250, Rockville, Maryland 20850
240-773-2288 FAX 240-777-3770
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Verizon will provide additiona! information.

2. How many households are currently in the identified expanded service area (© 49)?
How is a “significant” number of subscribers defined in the franchise agreement?

Park and Planning estimates there are 2,900 households within the expanded service area.

Negouations over the deployment schedule properly focused on the “outside date™ for
each Service Area. Having reached agreement on outside dates, we thought it would be
helpful to include an obligation to begin offering service in each Service Area sooner
rather than later, and so we included language requiring that a “significant” number of
subscribers be served in each Service Area two years before the outside dates.

3. Since the cable drops for public facilities are limited to 300 feet, how many potential
public sites would meet this criterion? Of the current freec drops tracked by the
Office of Cable and Communications Services, how many are within 300 feet? How
did the Executive Branch determine that $1 million was adequate consideration for
waiving additional request for free drops? Will this money be earmarked for public
facility installations or applied to the General Fund?

There are a total of 33 open requests, 30 for cable TV and three for cable modem service.

We have estimated construction costs from Comcast for 12 requests that are known to be
over 300°,

The amount of one million dollars for the lump sum payment was reached during
negotiations with the company. In determining whether to agree to that amount the
County’s negotiators considered several things (1) how many new facilities may need
such service; (2) the cost of connecting such facilities and providing service; and (3)
whether the site could be served by another cable operator.

We are unable to compile a list of existing facilities’ installations with distances greater
than 300 feet because the information in our files does not include distances.

The intent was for the 31 million to be deposited into the Cable Fund.
4. Is Verizon willing to provide “as huilt” maps to the Office of Cable and
Communications Services, so staff can track where the system is located in the

County’s right-of-way?

Verizon will provide response.

Y

" With the initial Verizon build out, Councilmembers heard complaints from many
residents that they were never notified about construction in their neighborhoods,
and several public safety issues were reported. What type of notice will County
residents receive about new construction related to the FTTP project?

|SY
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Verizon will provide response.

Does the Office of Cable and Communications Scrvices believe that the number of
PEG channels provided for in the Verizon agreement is adequate for digital
migration? How does this compare to guaranteeing up to 10 percent of a cable
system’s total dewnstream digital capacity for PEG use?

The 26 PEG channels provided for in the Verizon agreement is adequate to provide
broadcast services for PEG channels in digital migration if there is no objective to do

high definition service. Having two digital streams for each of the 13 channels (for a total
of 26 channels), which could include two way subscriber interaction, will serve the
County’s migration of the broadcast channels to digital services. However, without
additional channel capacity, it may not be possible to expand services to include other
new services, such as implementing an emergency channel, a training channel for MCPS,
two way town hall meetings, etc. It should be noted that the agreement provides PEG
support moneys of 3% of gross revenues which can also be used to expand services.

Since there is no requircment in the Verizon agreement for a call center or office
located in the County, how will Verizon interact with its customers in the County?
I{ an issue cannot be resolved over the telephone or on the web site, where is the
closest location a consumer could go to interact with a customer representative?

As stated in Exhibit D, II (E) of the agreement:

There shall be a location within the Franchise Area that shall be open and
accessible to the public to make payments and to pick up or drop off
equipment. In order to allow the Franchisee to efficiently pick up equipment and for
Subscribers to easily drop off the Franchisee’s equipment, the Franchisee may
satisfy the foregoing pick up and drop off requirement by having a Franchisee
representative going to the Subscriber’s residence, by using a pre-paid mailer, or
by establishing a local business office in the County. Any physical location
required under this paragraph shall be accessible to persons with disabilities and
shall be in compliance with the Americans with Disabilities Act and any
applicable laws of the State of Maryland.

Verizon will provide additional information.

Why are the service standards for installations and service repairs different in this
franchise agreement? For example, in the propoesed Verizon agreement a service
interruption or other scrvice problem must be responded to within 24 hours, the
company must begin actiouns to correct the problem the next day and repairs must be
completed within 72 hours. ‘While other agreements provide that repairs not
requiring work within a subscribers premises must be completed within 24 hours of the
subscriber reporting the problem.

With regard to installations, Verizon’s system and the equipment and facilities which are
necessary for the deployment of its system, are different than the Comcast and RCN

(15S)
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systems. For example, in the Verizon system, unlike with Comcast or RCN, an Optical
Network Terminal (“ONT™) must be present at subscriber’s premises before Verizon
cable services can be installed. This prerequisite necessitates including an additional time
frame. In regard to time frames for repair, the requirements for Verizon include entering
the information into their autornated response unit, a system which Comcast does not
have. Verizon also indicated that repairs will be handled by the same staff and through
the same procedures for telephone repairs and that completion within 72 hours is
consistent with the timeframes its service people currently employ for telephone service.

The Verizon agreement states that the company must provide a telephone answering
device 24 hours a day and must hire staff to respond to complaints. Is it possible

that a County consumer may never talk to a live customer service representative
when calling to repert a complaint?

Although it is possible that a consumer calling Verizon to report a complaint may never
talk to a live customer service representative, Verizon advises that one of the options that
a consumer will hear on the recording is an option to speak with a customer service

representative. Verizon may wish to provide additional information on how calls will be
handled.

Is Verizon willing to provide information to subscribers about the County’s Office
of Cable and Commuaications Services in notices sent to subscribers?

Exhibit D Section II.Q.5. requires a written description of the Franchisee’s billing and
complaint procedures, including the address and telephone number of the County office
responsible for receiving Subscriber complaints be provided to each Subscriber at the
time Cable Service is installed, at least annually thereafter, and upon request.

In addition, FCC 47 C.F.R. Section 76.952(a) requires that the Franchising Authority’s

contact information be included on monthly bills unless the Franchising Authority
requests omission of the information in writing.

What criteria will be used by Verizon to determiue if subscribers are eligible for a
credit, since the rebate policy states that it is up to the discretion of service
representatives to award credits for missed appointments and service interruptions?
Why are the rebate policies different among franchisees?

Verizon will provide additional information.

Why does the agreement contain a cap on liquidated damages and a sliding scale for
compliance on call answering times established by FCC guidelines?

The customer service standards and the liquidated damages provisions were the product
of an intense negotiation between the County and Verizon. That negotiation was
mediated by a federal judge. During the course of the negotiation, each party offered
compromises that the other accepted. In order to reach an agreement with Verizon, it was
sometimes necessary for the County to accept language that varies from other agreements.
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Verizon may provide additional information.

What type of needs assessment was done for County Government and the PEG

channels? What issues were raised and how does the franchise agreement deal with
these issues?

The County negotiators relied on two sources of information about the County’s needs.
First, the County relied on the formal needs studies that were conducted by the County
during the Comcast renewal process. Second, the County staff relied on its experience
with the Comcast and RCN as the two companies have fulfilled their respective
obligations in their franchises which addressed the needs and interests raised in the
previous formal needs studies. The County staff concluded that the County and its
citizens have benefited, ratifying the conclusions of the earlier studies. Through the RCN
and Comcast franchises the County has received, and is receiving, support in areas
identified in the 1998 needs assessment. Neither the RCN nor the Comcast franchise
agreements, standing alone, entirely meets each and every one of the needs and interests
identified in the needs assessment.” Similarly the Verizon franchise agreement, standing
on its own, does not meet ali of those needs identified. However, the proposed Verizon -
franchise agreement submitted with this report does provide further support to these
needs. In particular, the agreement provides additional funding for PEG equipment and
facilities, and the institutional network which provides for critical governmental and
public safety communications needs of the County. The proposed agreement also
requires Verizon to provide free cable drops and services to up to 100 County buildings to
supplement those provided in the other two agreements. Verizon has agreed to provide a
capital grant in the amount of one million dollars to be paid in $200,000 paymerits over
five years. All PEG channels will be carried on the Verizon system. Verizon will
provide customer services that meet FCC and County current standards and will also
construct facilities which meet FCC technica! and testing standards. In the end, ail of the
benefits provided to the County and to the participating municipalities in the proposed
agreement are either substantially equivalent to or greater than the benefits to be
furnished by Comcast and RCN over the remaining term of their respective franchises.
This parity should advance the potential for competition between the companies while
still addressing the County’s and the participating municipalities’ cable-related needs.

What is the status of the negotiations with the City of Rockville?

The City of Rockville reports that they have set a meeting with Verizon to resume
negotiations. -

Verizon may provide additional information.

Do any municipalities have issues with the proposed franchise agreement?

* Federal law requires that the County balance the County’s interests in having these needs met with the
cost to the operator of meeting those needs. Sec 47 U.S.C. §546.

IS7
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Prior to the transmittal of the proposed Franchise Agreement by the County Executive to
the County Council, representatives of the municipal co-franchisors requested certain
revisions to the document, and changes were made. It is our understanding that the only

remaining issue relates to deployment within the municipal boundaries of the City of
Rockville. ‘

At the most recent hearing, Councilwoman Praisner asked that the Cable staff provide her
a report about what changes had been made to the original agreement to meet the needs
expressed at the public heanng.

Changes made, for the most part, are confined to addressing the municipalities’ editing
requests. After discussions with the County’s legal counsel, the Cable Office revised the
draft agreement in 2 manner that addresses the participating municipalities’ concemns and
requests. These changes include clarifying throughout the document that the participating
municipalities are co-franchisors and are direct beneficiaries of the promises by Verizon
MD in the agreement. The municipalities will receive 27 free cable drops and cable
service from Verizon MD as follows: five: for Rockville, five for Takoma Park, two for
Kensington, and one far each of the other participating municipalities, subject to the same
conditions/restrictions/limitations that are applicable to the 100 drops for the County. In
addition, the municipalities will receive up to $40,000 to reimburse their costs associated
with the consideration and grant of the franchise. '

The participating municipalities suggested additional amendments. Afier discussion with
the County, with the exception of the issues raised by Rockville in the City’s testimony at
the Council’s public hearing, the participating municipalities appear to be in agreement
that the above amendments to the proposed agreement are adequate and accurately reflect
the needs and interests of the municipal co-franchisors. At this time, we are not aware of
any additional issues.

The Cable Office would also like to provide some additional information as follow-up to
the October 31 Public Hearing. Brookevilie resident Michael Egan’s testimony
concerned the level of customer service and support provided by the Cable Office. By
nature, our Office is very customer service oriented. In order to measure and maintain
our effectiveness, we developed a satisfaction survey which is mailed to each resident
who registered a formal grievance with our Office regarding their cable provider. At the
beginning of each month, a seven question, two page survey is mailed to individuals who
cases were closed in passed months with a prepaid return envelope.

There are several questions rating the manner in which the issue was handled by the
County’s Cable Office, as well as the manner, handling, and outcome of the case by the

cable company. A section at the end of the survey is available for those who choose to
write additional comments.

On average, 36% of our surveys are retuned with 80% being satisfied with the outcome
provided by the cable company. 96% of the survey’s returned are satisfied with the

(1S&)
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manner in which their grievance was handled by the County’s Cable Office and would
use our service again.

Approximately 10% of all returned survey’s report the issue was not resolved to their

satisfaction. We report these cases back to the cable operator for review and additional
resolution.

Councilmember Praisner also asked how the franchise agreement addresses the issues
raised at the County Executive’s Public Hearing,

L

The Honorable Susan Hoffman, City of Rockvilie

CONCERN: Requests franchise agreement requirement that Verizon offer service
in Rockville within two years after the agreement becomes effective’

RESPONSE: 1t is our understanding that Verizon cannot start the construction
necessary to provide service in Rockville until Verizon reaches agreement with

- the City of Rockville on access to Rockville’s rights-of-ways. Moreover, we are

advised by Verizon that even if such an agreement was reached immediately it is
unlikely that Verizon would be able to complete construction and roll out service

in the entire City within two years. See Section 3.1.2 of the Proposed Franchise
Agreement.

CONCERN: Requests that the franchise agreement require Verizon to offer

service to all residences in the city of Rockville within the same two year
schedule.*

RESPONSE: See response to first concern.

CONCERN: Requests requirement that Verizon's cable service to be offered to
those living in MDU’s preferably at the same time it is offered to other residents.
Rockville requests that Verizon provide a time table for acquiring the technology

to serve these residents.

RESPONSE: The Proposed Franchise Agreement does require Verizon to offer
service to MDU’s in the respective service areas unless (1) the-“developments or
buildings ... are subject to exclusive arrangements with other providers; (2)
Verizon “is unable pursuant to normal industry practice to obtain necessary real
property or other physical access rights;” or (3) Verizon “is unable to provide
Cable Service for technical reasons or which require non-standard facilities which
are not available on a commercially reasonable basis,...>” See Proposed Franchise

* Instead of the three to five years in the proposed agreement.

* Verizon's build out map indicates that the King Farm area will not be offered service until after the rest
of the City, perhaps beyond the five year time line. “That is simply not acceprable.”

3 “provided, however, that, subject to subsection 9.3, Franchisee will provide the County with semi-

(14)
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Agreement. §3.2.1. However, there are currently technological
obstacles/difficulties which may prevent Verizon from offering service in MDU’s.
It is our understanding that equipment ta deal with these technological difficulties
is being developed and will be offered sometime in 2007.

Richard Turner, Executive Director MCT

CONCERN: MCT requests that all new franchises should sustain the precedent
set with RCN establishing a level playing field with comparable requirements in
any subsequent franchise.

RESPONSE: In fact, the RCN agreement does not contain a level playing field
provision. The Comcast agreement contains a provision which permits the
company to apply for reductions in its obligations in the event that the County
grants another operator a franchise agreement which contains more favorable
terms on a limited number of specific obligations in certain situations. See
Cormncast Franchise Agreement at § 2(m).

CONCERN: The County should retain its authority over the public rights-of-
way. :

RESPONSE: The Proposed Franchise Agreement addresses this point at Section
2.2 of the Proposed Franchise Agreement.

CONCERN: The County should not agree to any provision that cable
programming delivery is a subset of services by fiber to the premise.

RESPONSE: The Proposed Franchise Agreement does not do so.

CONCERN: The County should seek build out provisions that protect the public
interest while extending the reach of this new competitive network to all areas of
the County.

RESPONSE: The provisions at Séction 3.1 of the Proposed Franchise Agreement
are intended to accomplish this.

CONCERN: Service to public buildings should include all PEG access programs,
originating sites and offices. Signal re-transmission should include any and ali
secondary audio services to ensure that multilingual programming generated by
PEG entities is carried as originally intended or distributed and re-transmitted.

RESPONSE: Service to public buildings includes: (1) “One Subscriber digital
converter activated for the most commonly subscribed to digital tier that includes

annual reports that identify such developments or buildings and contain information that reasonably
demonstrates why the Franchisee is unable to do so”



Sonya Healy
November 8, 2006
Page 9

the PEG channels per site”; and (2) “One service outlet activated for the most
commaonly subscribed to digital tier that includes the PEG Channels.”™ See
Proposed Franchise Agreement at §§5.3.1.2,3.3.1.3.

. CONCERN: The County should ensure that there is no additional cost for PEG

entities to interconnect and transmit programming from their arigination sites to
the franchisee.

RESPONSE: Currently Comcast connects the County’s PEG origination sites to
a single point at the County’s PEG facilities in Rockville and RCN picks up the
PEG programming there. It is anticipated that Verizon will do the same.
However, Section 6.1.3 of the Proposed Franchise Agreement provides that “[i]f
the County is unable to provide for a point of interconnection at the County’s PEG
facilities in Rockville, Maryland, Franchisee shall make arrangements, through
interconnection or otherwise, to obtain PEG programming directly from each PEG
access origination point.” In addition, Section 6.4 of the Proposed Franchise
Agreement provides that “{i]f the Franchisee makes changes to the Cable
System that require improvements to access facilities and equipment,
Franchisee shall make any necessary changes to the Franchisee’s headend and
distribution facilities or equipment within thirty (30) days so that PEG facilities
and equiprment may be used as intended in this Agreement. [n addition; if the
Franchisee is unable or refuses to accept signals from PEG Channels in an analog
format, Franchisee shall reimburse each PEG entity for the reasonable costs
incurred for replacing any signal transmission equipment which must be replaced
to send PEG programming in the signal format required by the Franchisee.

) CONCERN: The County should ensure that the number of PEG channels match
the existing requirement of 13 and expand as digital compression technologies are
deployed within the same time frame establish an existing franchise. [deally those
channels should be on the same frequency or channel assignment.

RESPONSE: The Proposed Agreement at Section 6.1.1. requires the company to
provide 13 PEG channels (11 immediately and 2 more upon the County’s
request). As the company converts to all digital format, i.e. “goes digital™ it will
provide 13 additional channels for a total of 26. Verizon has explained that for
technological (service is programmed from VHO's which serve mudtiple franchise
areas) and contractual reasons (Verizon has already contracted with other parties
for certain channels) it will not be able to carry many of the PEG channels on the
same channel numbers as the Comcast and RCN systems.

. CONCERN: Timely and accurate program listing information must be made-
accessible via onscreen guides and published web or paper guides and that any
related expense should be covered by the franchisee.

® “The Parties recognize that this only pertains to the flat rate digieal tier offered by Franchisee and does
not include any pay per view services or similar services.”

(V)
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RESPONSE: Verizon has indicated that its digital service will include a guide,
but that its analog service will not.

CONCERN: The County must retain the right to audit the franchise and PEG fees
to ensure that the collection of fees 1s consistent with the County's laws and
regulations.

RESPONSE: The County has retained the right to audit franchise and PEG fees.
See Proposed Franchise Agreement §13.1.

CONCERN: The County should require additional capacity fiber for expanding

the current number of sites at which PEG entities can originate live programming
from the community. '

RESPONSE: The agreement requires origination capability at each PEG

origination site if Verizon does not pick up the PEG signals at the County campus
site.

Brian Baker, PEG Network

CONCERN: Urge the County to continue to ensure that this new franchise
agreement keeps intact all of the current provisions that are delineated in the
existing agreement with the current franchise holders. This includes close
scrutiny and consideration of any clauses or phrases in the new agreement that
affect the percentages of fees allocated and earmarked for PEG channel support,
the number of channels allocated, the number of digital set asides allocated, the
rules pertaining to channel alignments and assignments and particulars of the
agreement that may disguise future significant or detrimental hidden costs that
may surface over time such as the number of complimentary drops to be provided
by the franchise holder and other important details.

RESPONSE: The PEG channe! support provision in the Proposed Franchise
Agreement requires payment of a 3% gross revenues fee, which is essentially the
same as the RCN agreement and comparable to the iump sum payments paid by
Comcast. See Proposed Franchise Agreement § 6.2.2. The Proposed Agreement
at Section 6.!.1 requires the company to provide 13 PEG channels (11
immediately and 2 more upon the County’s request) —-the same munber as required

* under the Comcast and RCN agreements. As the company employs digital

compression technology, i.e. “goes digital” it will provide 13 more channels. See
Proposed Franchise Agreement § 6.7.5. There is language in Sections 6.1.3. and
6.4 of the Proposed Franchise Agreement that is intended to deal with any costs to
the PEG programmers that may surface over time. In addition Section 6.1.2 of the
Proposed Franchise Agreement provides for the reimbursement of costs for logo
changes in the even that PEG channel assignments are changed. Finally, the
County has agreed at Section 3.3.6. of the proposed agreement to forego
additional complimentary drops in exchange for a payment of §1 million. Any
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needs for additional complimentary drops may be addressed under the Comcast or
RCN franchise agreements. ‘

CONCERN: Ensure that there will be parity among all parties to this franchise
agreement.

RESPONSE: The Proposed Franchise Agreement while not identical to the
Comecast and RCN franchises imposes comparable burdens on Verizon and
provides comparable benefits to the County.

Jaime Todara

Supports grant of the franchise even though where she lives, Randoiph Hills, isn't
in the City of Rockville but is served by Verizon's Montrose Road Wire Center,

-and thus could, under the agreement never get service. See Proposed Franchise

Agreement Section 3.1.2. Once this agreement is granted, she hopes that the
County will address the needs of communities like Randolph Hills where service
may never be deployed or where it may take years to agree on the term, possibly
by deploying a community wi-fi system.

‘Samuel Jones

Asks that the County, give “some attention to the specific needs of my community
which is the deaf and hard of hearing™ and shared “the issues that ['ve raised in the
past.”

RESPONSE: Sections 5.1.1. and 3.7 of the Proposed Franchise Agreement
address the issue of closed captioning. Section 5.1.1. requires that ail closed-
captioned programming retransmitted over the cable system include the closed-
captioned signal in a manner that renders that signal availabie to subscriber
equipment used to decode the captioning. Section 5.7. of the Proposed Franchise
Agreement requires Verizon to comply with the Americans with Disabilities Act
and the FCC’s rules on transmission of closed captioning for the hearing-
impatred. Section 5.7 also provides that Verizon provide, upon request, for
hearing-impaired subscribers, information conceming the cost and availability of
equipment to allow the reception of all basic services for the hearing-impaired.

~ Larry Spiwak

Offers his support in favor of Verizon's application and cautions against imposing
any additional build out requirements.

Michael Egan

CONCERN: This agreement like the cumrent agreement offers no real protection
to consumers for poor services, high prices and lack of choice in programming.
Specifically, under the current Comceast agreement and with this Verizon

A
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agreement being similar, the County Cable office seems to be powerless to protect
the interests of the consumer. There are “virtually no penalties for them

{[presumably Verizon] except that they must include them {complaints] in this
report.

RESPONSE: The franchise agreement does impose penalties on Verizon for
failure to meet the customer standards set out in Exhibit D. See Proposed
Franchise Agreement. §§ 13.4.2.13. (imposing liquidated damages for “Habitual
or persistent violation of consumer protection requirements pursuant to applicable
law”) and 13.4.2.16 imposing liquidated damages for “Habitual or persistent
material customer service standard violations other than those for which
liquidated damages have been assessed and paid™)

. CONCERN: The choice of programming is not satisfactory, certain channels
have been removed or added and then removed.

RESPONSE: Under federal law the County is not permitted to regulate
programuing. ‘

8. Joseph Corbet

° CONCERN: Requests that an amendment be added to the current proposed
contract that, “fn]ot withstanding any other proviston of this contract, when and if
Congress enacts fegislation allowing local governments to establish tiers of
content service including ala carte service, this, the contract shall be renegotiated
to provide such tters of service based on the recommendations of the County's
telecommunication advisory committee. The tiers of service shall be fairly priced
as 'determined by the County based on data submitted by the cable provider.
Failure to agree on such an amendment to the contract within 90 days of
enactment of the applicable federal law shall result in the termination of the
contract without any liability or cost to the County.” A similar provision should be
added to the existing contract with Comcast.

RESPONSE: Current federal law prohibits the County from regulating
programming or tiers of programming. [f federal law changes to require ala carte
channels, the County will comply fully with those requirements. The franchise
does allow future changes in law and regulation to take precedence over the
franchise language. '

g, Zeinab Issa

. CONCERN: Expressed concern regarding Comcast and Verizon’s billing
practices and encouraged the County to vigorously enforce any authority it may
have over such things. Requested that the County look into Verizon's credit
reporting practices. '

Y
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10.

RESPONSE: The Proposed Franchise Agreement requires Verizon to comply

with the same billing requirements as Comcast and RCN, namely the federal rules
found at 47 CF.R. § 76.1619.

Don Libes

CONCERN: Mr. Libes believes the County is “suppressing information.” And
has requested a list of differences between the current and proposed agreements
along with a clear explanation of the reason for each change and its expected
impact. He requests that the County provide-all documents related to Verizon's
application to the public and all PDF documents should be searchable.

RESPONSE: The County has provided all information relevant to the deal which

the company has not identified as “proprietary or confidential”

CONCERN: Will the system [other?] franchises be changed in any ways to bring
them closer into line with this viewing and if so, how?

RESPONSE: Until there is a final, approved franchise agreement with Verizon, it
is premature to consider changes to the RCN and Comcast franchises, except to

incorporate appropriate changes that follow the recent revisions to the County
Cable Law.

CONCERN: How are gross revenues for Video on Demand and streaming video
to be computed? Does it depend on whether such video is initiated via an internet

.connection or whether it's transferred using cable TV bandwidth?

RESPONSE: The Franchise Agreement and County Cable Law define “Cable
Services” to conform to federal requirements. The County expects to carefully
monitor and audit Verizon’s franchise and PEG payments to assure the full
amount due is paid.

CONCERN: The franchise is too vague on what it is, what is and not a cable
service and-leaves consumers open to unpleasant surprises and cowt battles.

RESPONSE: Unfortunately federal law and regulations have preempted much of
the County’s authority to regulate services that are not “Cable Services.” The

County will carefully police the line between Cable Services and other services on
the system.

CONCERN: How does the County justify the continuing demand for dedicated
pay channels when they are more effectively provided as Video on Demand.

RESPONSE: Verizon has stated it cannot be tequired to provide Video on
Demand under federal law and will not do so at this time.

)
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CONCERN: The Verizon application, attachment 4, promises an analog tier in
the clear, but the corresponding description in the proposed franchise seems quite
more narrow. As most subscribers seek to avoid set top boxes, please address this
difference between the two documents.

RESPONSE: We assume “analog tier in the clear” means that a subscriber can

obtain the analog tier without a set top box. Verizon's analog service for the basic
tier will not require a set top box.

11. Burrough Schrack

12.

13.

Verizon is acting in a very aggressive mannrer and will continue to act in an
aggressive manner. Mr. Schrack wishes the County “tuck” in dealing with
Verizon on this matter.

Arthur Cassanova

Ben Stanfield

CONCERN: How would you retrofit a building (condominium) and who will

subsidize that cost if Verizon is able to install this kind of facility in an existing
building.

RESPONSE: The franchise allows Verizon to ask the landlord and tenants to pay
the costs of “non-standard” installations. Competition may force Verizon to
absorb some of the MDU installation costs.

CONCERN: How will the agreement affect network neutrality? If there's any way
to include language in the franchise agreement basically saying that bits should be
bits and information should be information and allowing that to be, to flow freely.
[ think that would be a great thing.

RESPONSE:- Network Neutrality concepts apply to non-cable services. The
Proposed Franchise Agreement only addresses “cable service™ and does not
address internet and telecommunications service requirements over the network.
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George Leventhal, President
Montgomery County Council
100 Maryland Avenue |
Rockville, Maryland 20850

il

Dear Councilmember Leventhat:

The Commissioners of Poolesville understand that the Verizon cable TV franchise agreement,
as negotiated by the County Executive, is now before the County Council for approval. The
Commissioners welcome competition in the cable TV arena: however, the Commissioners
object to Verizon's deployment schedule which ignores a concentrated population center larger
than many down county municipalities. Along these lines, there are several points which should
be considered prior to final action by the Council.

First, one of the requirements of the Montgomery County’'s original cable TV franchise
agreement (dating back to the 1980’s) was that aif municipalities, regardless of size, would
have cable extended to them. That same requirement needs to be included in the Verizon
Agreement with installations in Poolesville to be completed in one to three years of the effective
date of the agreement. The currently planned build out schedule illustrated in the proposed
agreement shows most of Montgomery County receiving service within one to three years, and
most remaining areas in the three to five year range. The western portion of the County,
Poolesville in particular, is the schedule’s only exception with-service not beginning for at least
seven years, if at all, due to the 6,000 home threshold requirement singularly imposed by
Verizon for its own business profitability,

Second, Poolesville is the only designated “Smart Growth” area in the western portion of the
County. ltis also the only such population center in the entire county that is being ignored in the
proposed Verizon Agreement. By denying the next generation of technology, as well as
competition for cable TV service, the County is effectively penalizing Poolesville and
underwriting an agreement that is both inequitable and harmfu! to our local economy. It cannot
be a reasonable agreement that penalizes one smart growth area simply because it doesn't
meet the service-provider's desired profitability threshold.

The possibility of timiting the deployment to Poolesville and making it a hub for future expansion
has merit. Poolesville itself is very concentrated and its population easily reachable by the new
fiber network. Its citizens are highly educated, have solid income, and have a demonstrated
familiarity with modern technology as shown in the census data below.

¥ Population as of 2006 5,167 (Planned increase to 6,500 starting in 2007)
v Family Dweliings 1,633 (415 Homes additional to be built)
v" Total Acreage 2374

=
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91% of the homes have computers
93% of those computers have Internet connections

In the single family homes, more than haif of the residents have college degrees or
higher

70% of the residents work in Montgomery County
Median household income is $104,000

Poolesville High School, with its magnet programs, would be another significant example
of a beneficiary of this advanced technology
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As: this data illustrates, Poolesville is one of the best markets in the County and undoubtedly
would’ provide a good market for the new Verizon services. Unfortunately, it is being penalized
doubly, because of its size, and also because of its location in the Agricultural Reserve.
Deployment costs would undoubtedly be recouped, but not on the preferred Verizon timetable.
Certainly there are options that Verizon and the County/Town, working together, could develop
to include provision of the same level of service to Poolesville, similar to the Agreement of
twenty years ago. Poolesvilie is a municipality in good standing in Montgomery County and is
entitied to equality with all other municipalities. The dual issues of making next generation
technology available in Poolesville and generating a competitive choice for cable TV service are
of prime importance to Poolesville and, prior to Council approval, we would request an
opportunity to meet and jointly explore options in creating a win-win situation for all. As with all
such agreements; this one is in need of exploration of options, negotiation, and give and take on
all sides to achieve a level of equality for alt citizens of the County. Poolesville cannot be

singled out as the only population center in the entire county to be excluded from timely
inclusion in the Verizon Agreement.

One option to consider could be for the County to apply, or assist the Town in applying, for
1JSDA Rural Utility Service grants. These grants have assisted many rural Towns in network
build outs, and we understand that Verizon is very familiar with this process.

In conclusion, Poolesville is a prime market with strong desires to receive this service and there
is no reason (other than Verizon's corporate interests) why the presently proposed agreement
has this singularly inequitable bias against our town. Unfortunately, with the current scenario,
Poolesville residents, as weli as the students enrolled in the Poolesville High School magnet
programs, would not have the opportunity to (a) enjoy this next generation of advanced
technolegy and (b) have meaningful competition to the current cable TV monopoly in town, all of
which is being made available to the rest of Montgomery County, for at least seven years or,
more than likely, never at all. We do not believe that the County Council should go on record as

having discriminated against the best interests of Poolesville, its citizens, its businesses, and its
high school students in this matter.

Sincerely,

vy ':, . _

Gl & fidl—s
Paut (Eddie) Kuhlman Il
President

Commissioners of Poolesviile



ADDENDUM
AGENDA ITEM #3
November 28, 2006

Action

MEMORANDUM

November 27, 2006

TO: County Council
FROM: Sonya E. Heal’)%Legislative Analyst

SUBJECT:  Action: Resolution to approve a franchise agreement for use of the public right-
of-way for Verizon Maryland Inc.

The Management and Fiscal Policy (MFP) Committee had its final meeting on the
Verizon Franchise Agreement on November 27, 2006 and 3-0 recommended approval with
amendments. At the conclusion of the meeting the following issues remained open for
discussion:

¢ the definition of system outage;

how the company will report call center numbers to the Ofﬁce of Cable and
Communications Services;

how repair times are measured and calculated

how credits for subscribers will be determined;

amendments to § 9.3 dealing with the confidentiality of corporate records; and
amendments to § 9.8 dealing with when the Office of Cable and Communications
receives copies of regulatory agency filings pertaining to the County.

After the Council meeting, Councilmember Praisner negotiated the following
amendments with Verizon representatives, which she will discuss at the Council worksession.

1. System Qutage

As proposed a system outage would not occur unless 10 percent of the subscribers in the
entire County were out of service for at least 4 hours. Verizon representatives have agreed to
amend the definition of system outage to be consistent with other County franchise
agreements.

System CQutage: A Service Interruption affecting [ai least ten (10%) of the
Subscribers in the Service Area lasting at least four (4) continuous hours] more than 10
Subscribers.



2, Call Center Compliance Numbers

Under the proposed agreement, Verizon will provide the County with all calls received at
a regional call center. Data provided for all calls will skew the Montgomery County numbers
that the Office of Cable and Communications Services use to determine compliance with FCC
standards on a quarterly basis.

Verizon representatives agreed to issue a side letter explaining that their customer
service calls cannot currently be broken out by geographic jurisdiction or by type of
complaint, but explaining that the company is committed to providing the data by County
for calls answered in 30 seconds by January 1, 2008. The language for such a side letter
follows below:

This is to address the County's concerns about the tracking and reporting of calls received
at its call centers serving Montgomery County customers as set forth in Exhibit D Section
11.G. Verizon currently tracks answer time and transfer time metrics for all calls received
at the primary Fiber Solution Center and Encore Center, centers established to handle all
FiOS related calls originating from a defined geographic area. Current systems are not
designed to track incoming calls originating from a subset of the defined geographic area.
Verizon continuously reviews and implements changes to its call center processes and
metrics in order to drive customer satisfaction. Verizon agrees to provide periodic
updates to the County on these changes, upon request. Verizon is committed to providing
call answer time on a County-specific (NPA/NXX) basis and currently anticipates
deploying this functionality for Montgomery County by January 1, 2008. Verizon shali
work with the County to define the NPA/NXX’s that will be reported.

3. Repair Time

Under the proposed franchise agreement “Respond™ is defined as the franchisee’s
investigation of a service interruption by receiving a subscriber call and placing the service repair
request into the automated repair response system, and if required, taking action. Under this
definition a subscriber could call in on Monday to report a system interruption, and if a call
center representative does not put this information into the system until Friday, the clock would
not start until the complaint was filed in the system. Verizon has agreed to adopt the franchise
language contained in other County franchise agreements related to repair time. The language
follows below (delete § M and amend §AA (1)).

Scheduling and Completing Service. Under Normal Operating Conditions, each of the
following standards shall be met by all Franchisees at least 95% of the time, as measured on a
quarterly basis:

(1) Prompt Service. The Standard Installation shall be performed within seven (7) business
days after an order is placed subject to Section 3.2 and subsection 3.2.1 of the
Agreement. If an ONT is not already installed on the customer’s premises, it shall be
installed within seven (7) business days after an order is placed by the customer. Repairs
and maintenance_for Service Interruptions and other repairs not requiring work within a




Subscriber’s premises must be completed within 24-hours of the time the Subscriber
reports the problem 1o the Franchisee or its representative or the interruption or need for
repairs otherwise becomes known to the Franchisee. Work on all other requests for
service shall be scheduled for the next available appointment, or at a later time mutually
agrecable to the Franchisee and the Subscriber. Franchisee shall exercise its best efforts
to complete such work within three (3) days from the date of the initial request. except
installation requests, provided that the Franchisee shall complete the work in the shortest
time possible where, for reasons beyond the Franchisee’s control. the work could not be
completed in those time periods even with the exercise of all due diligence: the failure of
the Franchisee to hire sufficient staff or to properly train its staff shall not justify the
Franchisee's failure to comply with this provision. -

4. Credits

As currently drafted, Verizon would not be required to provide a credit for a subscriber
unless service is out on all channels for four consecutive hours or more. The Office of Cable and
Communications Services reports that most outages do not occur on all channels for four
consecutive hours or more, and that a subscriber generally experiences problems with a group of
channels (i.e. premium channels). Service interruption is defined as the loss of picture or sound
on one or more cable channels, and this is the standard that should be used to determine when a
subscriber is eligible for a credit. Councilmember Praisner and Verizon representatives have
agreed to adopt the following credit language in place of the language currently provided in
§ O and § P. This rebate policy is consistent with other cable franchise agreements,

0. [Under Normal Operating Conditions, the Franchisee shall provide a upon
Subscriber request when ail Channels received by that Subscriber are out of
service for a period of four (4) consecutive hours or more. The credit shall equal,
at a minimum, a proportionate amount of the affected Subscriber(s) current
monthly bill. In order to qualify for the credit, the Subscriber must promptly
report the problem and allow the Franchisee to verify the problem if requested by
the Franchisee. If Subscriber availability is required for repair, a credit will not be
provided for such time, if any that the Subscriber is not reasonably available.]
Rebate Policy: In the event of a Service Interruption of one or more channels to
any subscriber, the Franchisee shall repair the Service Interruption as soon as
possible. This obligation is satisfied if the Franchisee offers the Subscriber the
next available repair appointment within the twenty-four hour period following
the Service Interruption, or at the request of the Subscriber, to a mutually
convenient later time for the repair call, and successfully repairs the Service
Interruption during the agreed appointment. Under Normal Operating Conditions,
if the Service Interruption is not repaired at the time of the scheduled

. appointment, the Subscriber will receive a credit of 10% of the Subscriber’s
normal monthly bill for each 24 hour period, or segment thereof, that the Service
Interruption continues beyond the scheduled repair call.




s Reports and Records

Councilmember Praisner and Verizon representatives have agreed to leave § 9.3
unchanged. This provision deals with the confidentiality of company reports and records.

Councilmember Praisner and Verizon representatives also agreed to amend § 9.8 to
ensure that the Office of Cable and Communications Services receives copies of all
regulatory agency filings pertaining to the County. The amendment follows below:

Within fifteen (15) days, the Franchisee shall file with the County a copy of any
document filed by the Franchisee with a regulatory agency [(other than publicly available
information) that materially and expressly] or received by the Franchisee from a
regulatory agency that pertains to and references the County with respect to the provision
of Cable Service or any document filed by the Franchisee with the FCC in a formal cable

proceeding.
This packet contains: © number
Revised resolution to adopt franchise agreement with amendments . 1-3
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Resolution No:
Introduced: October 10, 2006
Adopted:

COUNTY COUNCIL
FOR MONTGOMERY COUNTY MARYLAND

By: Management and Fiscal Policy Committee

Subject:

Grant of franchise to Venizon Maryland Inc. to use the public right-of-way for a
cable system.

Background

1. Section 49-11 and 49-12 of the County Code provide that the County Council may grant
a franchise for use of the public right-of-way after:

a)

b)

d)

¢)

the franchise applicant publishes the application once a weck for three

consecutive weeks in a newspaper of general circulation in the County;

the County Exccutive makes “diligent inquiry” into the value of the franchise and
the adequacy of the proposed compensation the applicant will pay 10 the County;

the Exccutive holds a hearing on the application if any taxpayer or affected

property owner objects to the franchise within 10 days afier publication of the
application; '

the Executive makes a written recommendation to the Council aboul the

~ franchise, including a description of the application and any objections to it,

findings about the value of the franchise, and any other relevant matters; and

the Council decides that the franchise is expedient and proper.

2. Chapter 8A of the County Code governs [ranchise agreements for cable systems. In
cvaluating an application for a new cable franchise, the County must consider:

a)

b)

d)

the applicant’s character; the applicant’s technical, financial, and legal
qualifications to construct and operate the proposed system; :

the nature of the proposed facilities, equipment, and services;
the applicant’s record of cable perforiance in other communities, if any; and
v .

whether the proposal will serve the public interest.

(D
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The Councit may, within the applicable time provided in Scction 8A-28(d): grant the
franchise; grant the franchise with conditions, which may modify or override any
provision of the proposed franchisc agreement; remand the franchise agreement 1o the
Executive with specific reccommendations (o renegotiate any provision of the proposcd
franchise agreement and submit a revised agreement to the Council for approval; or deny
the application for a franchise. : '

On September 13, 20, and 27, 2006, notice was published about the Verizon Maryland

Inc. application for a franchise 10 use the public nght-of-way to operate a cable system.

The Exccutive received many comments by the October 2, 2006 deadline and conducted
a hearing on the franchise application on September 28, 2006.

On October 6, 2006, the Counci! reccived the Executive’s recommendation to grant a
franchise to Verizon Maryland Inc. for a [5-year cable television franchise. The
Executive reviewed the legal, financial, technical, and character qualifications of the
franchisee; evaluated whether the agreement would have an adverse impact on services;
and found that the agrcement will serve the public mterest.

On October 31, 2006, the Council held a public hearing on the proposed franchise
agrecment.

On October 30, November 13, and November 27 2006, the Council’s Management and
Fiscal Policy Committee considered the franchise application and the critena for granting

a cable franchise agreement and (3-0) recommended approval of the proposed franchise
agreement with amendments.

The Committee and Council recommend the following changes or amendments to the

proposed franchise agreement or agreed that the franchisee would provide additional
documentation as an attachment to the franchise agreement:

a) modify the trigger and the timeframe for the deployment of cable service to the
“Expanded Service Area” to thrce years, once the number of f{ranchisee
subscribers reaches 75,000 in the County (§ 3.1.4);

b) provide additional cable service deployment timeframes to address concern about
what constitutes a “significant” number of subscribers (§ 3.1);

¢} add language to clarify that multiple dwelling units are included in the
deployment schedule (§ 3.2.2): ' '

d) agree that the franchisec will provide a side letter regarding providing service to
businesses in the County;

¢) modify language regarding providing “as-built™ maps (§ 9.13.9);

f) amend the definition of “system outage” (Exhibit D 1);

g) agree that the franchisee will provide a side letter explaining that customer service
calls cannot currently be broken out by geographic jurisdiction or by the type of
complaint, but stating that the franchisee is committed to providing this data to the
County for calls answered in 30 seconds by January 1, 2008;

>



h) add language to ensure that customers can reach a customer account executive
during normal business hours at the franchisee’s call centers (Exhibit D 11 § D);

i) add language requiring that the franchisece maintain a local business office in the
County, once the {ranchisee has 50,000 subscribers in the County (Exhibit D 1} §
E);

1) add language 10 ensure that Verizon complies with FCC guidelines related to call
answering times (Exhibit D 11 § G);

k) add language clarifying the term “respond™ as it relates to service interruptions
and repairs (Exhibit D I § L); '

) delete Exhibit D Il § M and amend Exhibit D I § AA(1) so the standards for
repair times are comparable to other franchise agreements;

m) delete the phrase “at their sole discretion” which relates to when customer service
representatives will issue service credits for missed appointments and service
interrupttons (Exhibit D 11 § N);

n) amend the language dealing with credits for service interruptions (Exhibit D 11 §
0), and delete Exhibit D 1T § P so these policies are comparable to other franchise
agreements; :

o) modify language related to service times and appointment windows to remove the
reference to “during appropriate daylight available hours, usually beginning at
8:00 AM unless it is deemed appropriate to begin carlier by location exception™
and delete “These hour restrictions do not apply to weekends.” (Exhibit D 11 §
AA(Q));

p) modily language in the franchise agreement to provide for a letter of credit in lieu
ol a performance bond to address concerns about the performance bond language
(§ 13.5)

q) amend §§ 1.33, 9104, 11.93.2, 11.9.4, and Exhibit D Il § C of the franchise
agreement to ensure that the agreement mirrors changes made to the County’s
Cablc Law.

Action

The County Council for Montgomery County Maryland approves the following
resolution:

The Council finds that granting a franchise o Verizon Maryland Inc. for use of the public
right-of-way for a cable system is expedient and proper and will serve the public interest.
The Council grants with amendments the franchise agreement dated November 28, 2006,
and authorizes Council- staff to insert conforming amendments consistent with this
resolution.

This is a correct copy of Council action.

Linda M. Lauer
Clerk of the Council
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