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FLORIDA PUBLIC SERVICE COMMISSION
CAPITAL CIRCLE OFFICE CENTER - 2540 SHUMARD OAK BOULEVARD
TALLAHASSEE, FLORIDA 32399-0850

APPLICATION FORM
for

AUTHORITY TO PROVIDE ALTERNATIVE LOCAL EXCHANGE SERVICE
WITHIN THE STATE OF FLORIDA

INSTRUCTIONS

1.  This form is used for an original application for a certificate and for approval of
sale, asssignment or transfer of an existing alternative local exchange certificate.
In case of a sale, assignment or transfer, the information provided shall be for
the purchaser, assignee or transferee.

2.  Respond to each item requested in the application and appendices. If an item is
not applicable, please explain why.

3.  Use a separate sheet for each answer which will not fit the allotted space,

4.  If you have questions about completing the form, contact:

Florida Public Service Commission
Division of Communicatiens, Certification Compliance Section
2540 Shumard Oak Boulevard
Tallahassee, Florida 32399-0866
(904) 413-6600

5.  Once completed, submit the original and six (6) copies of this form along with
a non-refundable application fee of $250 made payable to the Florida Public
Service Commission at the above address.

FORM PEC/CHMU & (07/95)
Required by Chapter 364.317 F.S.




1. This is an application for (check one):

()  Original authority (new company)

()  Approval of transfer (to another certificated company)
Example: a certificated company purchases an existing company
and desires to retain the original certificate authority.

()  Approval of assignment of existing certificate (o a non-certificated
company)
Example: a non-certificated company purchases an ¢ xisting
company and desires to retain the certificate of authority rather
than apply for a new certificate.

()  Approval for transfer of control (to another certificated

company)

Example: a company purchases 51% of a certificated company.
The Commission must approve the new controlling entity.

(X)  Approval for transfer of control (to a non-certificated

company)
Please see Attachment A for an explanation of the transfer of

control which is the subject of this application.

2. Name of joint applicants:

A. Continental Cablevision, Inc.
B. U S WEST, Inc.

3. A. National mailing address including street name, number, post office box,
city, state, zip code, and phone number.

Continental Cablevision, Inc.
Pilot House, Lewis Wharf
Boston, MA 02110

(617) 742-9500

U S WEST, Inc.
7800 East Orchard Road
Englewood, CO 80111
(303) 793-6500
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Required by Chapter 164.117 F.5.




B. Florida mailing address including street name, number, post office box,
city, state, zip code, and phone number.

Continental Cablevision, Inc.
Southeastern Region

7800 Belfort Parkway, Suite 270
Jacksonville, Florida 32256-6925
(904) 419-4920

o Physical address of alternative local exchange service in Florida including
street name, number, post office box, city, zip code and phone number.

Continental Fiber Technologies, Inc. d/b/a AlterNet
5934 Richard Street

P. O. Box 17613F

Jacksonville, Florida 32216

(904) 731-8810

(904) 636-0521 (FAX)

4, Structure of organization:

( ) Individual (X) Corporation

( ) Foreign corporation ( ) Foreign Partnership
( ) General Partnership ( ) Limited Partnership
( ) Joint Venture ( ) Other, please explain

5. If incornorated, please provide proof from the Florida Secretary of State that the
applicant has authority to operate in Florida.

Corporate Charter Number: V07356
for Continental Fiber Technologies, Inc. d/b/a AlterNet

6. Name under which the applicant will do business (d/b/a):
AlterNet
7. If applicable, please provide proof of fictitious name (d/b/a) registration.

Fictitious name registration number:  (G92176000125
for Continental Fiber Technologies, Inc. d/b/a AlterNet

FPORM PSC/OMU 8 (07/95) 3
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8. If applicant is an individual, partnership, or joint venture, please give name, title
and address of each legal entity.

Not Applicable

9. State whether any of the officers, directors, or any of the 10 largest stockholders
have previously been adjudged bankrupt, mentally incompetent, or found guilty of
any felony or of any crime, or whether such actions may result from pending
proceedings. If so, please explain.

No

10.  Please provide the name, title, address, telephone number, internet address, and
facsimile number for the person serving as ongoing liaison with the Commission,
and if different, the liaison responsible for this application.

Donald L. Crosby Steven Miller

Regulatory Counsel Senior Attorney

Southeastern Region U S WEST, Inc.

Continental Cablevision, Inc. 7800 East Orchard Road, Suite 490

7800 Belfort Parkway, Suite 270 P, O. Box 6508

Jacksonville, Florida 32256-6925  Englewood, Colorado 80155-6508
(904) 419-4920 (303) 796-6008

(904) 281-0342 (FAX) (303) 793-6244 (FAX)

11.  Please list other states in which the applicant is currently providing or has applied
to provide local exchange or alternative local exchange service.

A. Continental Cablevision, Inc., through subsidiaries, is authorized or
has applied for authorization to provide alternative local exchange service
in the following states: Florida, Virginia, California, Massachusetts,
Michigan, Ohio, Illinois and New Hampshire.

B. U S WEST, Inc., through subsidiaries, currently provides local
exhange service in the following states: Arizona, New Mexico, Utah,
Colorado, Wyoming, Washington, Oregon, Idaho, Montana, North
Dakota, South Dakota, Nebraska, Minnesota and lowa. A subsidiary of U
S WEST, Inc. is also authorized to provide alternative local exchange

service in Georgia.

12.  Has the applicant been denied certification in any other state? If so, please list the
state and reason for denial.

No

FORM PEC/CHMU 8 (07/95) 4
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13.  Have penaltics been imposed against the applicant in any other state? If so, please
list the state and reason for penalty.

No

14.  Please indicate how a customer can file a service complaint with your company.

A customer can file a service complaint with Continental Fiber
Technologies, Inc. d/b/a AlterNet by contacting the business office or by
writing to the following person:

Phyllis M. Emo

General Manager

AlterNet

4455 Baymeadows Road
Jacksonville, Florida 32217
(904) 448-3353

(904) 731-8699 (FAX)

15.  Please provide all available documentation demonstriting that the applicant has
the following capabilities to provide alternative local exchange service in Florida,

A. Financial capability.

CONTINENTAL: A copy of Continental Cablevision, Inc.'s most recent
Annual Report for the period ending December 31, 1995, filed pursuant to the
Securities and Exchange Act of 1934 (Form 10-K) is attached as Attachment
B. It contains the following statements:

1. the balance sheet;
2. income statement; and E
3. statement of retained carnings for the most recent 3 years.

U S WEST: A copy of US WEST, Inc.'s most recent Annual Report for the
period ending December 31, 1995, filed pursuant to the Securities and
Exchange Act of 1934 (Form 10-K) is attached as Attachment C. It contains
the following statements:

1. the balance sheet;
2. income statement; and
3. statement of retained earnings for the most recent 3 years,

FORM PSC/OMU 8 (07/95) 5
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B. Managerial capability

Continental Fiber Technologies, Inc. d/b/a AlterNet has demonstrated
managerial capability during the period since it was certificated by the
Commission to furnish telecommunications services. No change in
management is anticipated by the Applicants following the transaction
described in Attachment A. Accordingly, experienced management will
remain in place.

H.W. Goodall, I11, is Senior Vice President of the Southeastern Region of
Continental Cablevision, Inc. He will continue to have overall managerial
responsibility for Continental Fiber Technologies, Inc. d/b/a AlterNet after the
transaction. A.R. (Dick) Schleiden is Telecommunications Manager for the
Southeastern Region, and he will continue to have day-to-day responsibility
for the management of the company after the transaction. Both Mr. Goodall
and Mr. Schleiden have served in these or similar positions since the
inauguration of service by the company.

C. Technical capability

Continental Fiber Technologies, Inc. d/b/a AlterNet has demonstrated
technical capability during the period since it was certificated by the
Commission to furnish telecommunications services. No change in technical
personnel is anticipated by the Applicants following the transaction described
in Attachment A. Therefore, experienced technical personnel will remain in
place.

Scott T. Granger is Telecommunications Operations Manager of the
Southeastern Region of Continental Cablevision, Inc. He will continue to
manage the technical facilities of Continental Fiber Technologies, Inc. d/b/a
AlterNet after the transaction. Mr., Granger has served in that or similar
positions since shortly after the inauguration of service by the company.

FORM PSC/OMU 8 (07/9%) 6
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AFFIDAVIT

By my signature below, I, the undersigned officer, attest to the accuracy of the
information contained in this application and attached documents and that the applicant
has the technical expertise, managerial ability, and financial capability to provide
alternative local exchange service in the State of Florida. | have read the foregoing and
declare that to the best of my knowledge and belief, the information is true and correct. |
attest that | have the authority to sign on behalf of my company and agree to comply, now
and in the future, with all applicable Commission rules and orders.

Further, I am aware that pursuant to Chapter 837.06, Florida Statutes, “Whoever
knowingly makes a false statement in writing with the intent to misiead a public servant
in the performance of his official duty shall be guilty of a misdemeanor of the second
degree, punishable as provided in s. 775.082 and s. 775.083."

Official: "Véfé"——’c é iefs1

Signature: H.W. Goodall, I1I Date
Title: Senior Vice President Telephone Number:
Southeastern Region (904) 448-3777

Continental Cablevision, Inc.

Address: 7800 Belfort Parkway, Suite 270
Jacksonville, F1. 32256-6925

FORM PSC/OMU 8 (07/95) 7
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AFFIDAVIT

By my signature below, I, the undersigned officer, attest to the accuracy of the
information contained in this application and attached documents and that the applicant
has the technical expertise, managerial ability, and financial capability to provide
alternative local exchange service in the State of Florida. 1 have read the foregoing and
declare that to the best of my knowledge and belief, the information is true asd correct. |
attest that | have the authority to sign on behalf of my company and agree to comply, now
ard in the future, with all applicable Commission rules and orders.

Further, I am aware that pursuant to Chapter 837.06, Florida Statutes, *“Whoever
knowingly makes a false statement in writing with the intent to mislead a public servant
in the performance of his official duty shall be guilty of a misdemcanor of the second
degree, punishable as provided in s, 775.082 and s. 775.083.”

efa,

Official:
Date
Title: Vice President, Law and Human Resources Telephone Number:
Associate General Counsel (303) 793-6500
U S WEST, Inc
Address: 7800 East Orchard Road
Englewood, CO 80111
FORM PSC/CMU 8 (07/95) 8
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ATTACHMENT A

Bxnlanation of the P {7 .

Continental Fiber Technologies, Inc. d/b/a AlterNet, a Florida corporation
("AlterNet"), holds Florida Public Service Commission Certificate No. 2973, issued June
16, 1992, to provide telecommunications services as an Alternative Access Vendor. By
Order No. PSC-95-1256-FOF-TX, issued October 11, 1995, the Commission
acknowledged AlterNet's authority pursuant to Section 364.337(6)(b), Florida Statutes, to
provide alternative local exchange telecommunications service effective January 1, 1996.

The majority ownership interest in AlterNet is held by Continental
Telecommunications Corp. ("Continental-TC"). The minority ownership interest in
AlterNet is held by Adelphia Communications Corporation through its subsidiaries
Hyperion Telecommunications of Florida, Inc. and Hyperion Telecommunications, Inc.

Continental-TC is a wholly-owned subsidiary of Continental Cablevision, Inc.
("Continental"), which is the third-largest cable television system operator in the United
States. Continental is a joint applicant in this application for approval of the transfer of
control of AlterNet through the contemplated transaction described below.

On February 27, 1996, Continental and U S WEST, Inc. ("U § WEST"), eitered
into an Agreement and Plan of Merger ("Merger Agreement”) under which Continental is
to merge with and into a subsidiary of U S WEST, with the U S WEST subsidiary
continuing after the merger as the surviving corporation. U S WEST is a joint applicant
in this application; a copy of the Merger Agreement is attached hereto as Attachment B.

U S WEST is a diversified global communications company, conducting its
operations through U 8 WEST Media Group ("U S WEST-MG") and U S WEST
Communications Group ("U S WEST-CG"). U S WEST-CG is a Regional Bell
Operating Company, providing telecommunications services to more than 25 million
residential and business customers in the 14 states listed in response to Question No. 11
of the application. U S WEST-MG is comprised of : (i) cable and telecommunications
network operations outside of U S WEST-CG's 14-state region and internationally; (ii)
domestic and international wireless communications network operations; and (iii)
domestic and international directory and information services operations, including
telephone directories.




Continental and U S WEST contemplate that Continental will be operated as a
unit of U S WEST-MG after the merger. The terms of the Merger Agreement call for
U S WEST to acquire from Continental sharcholders all of the stock and assets of
Continental in exchange for cash or stock in U S WEST and U S WEST-MG or both cash
and stock. The Merger Agreement calls for closing of the planned transaction when the
requisite regulatory and other approvals are obtained, providing for such closing to occur
as early as November 15, 1996.

As a result of this exchange, U S WEST will hold all of the stock of Continental
and, necessarily, all of the stock of Continental's wholly-owned subsidiary, Continental-
TC, and a majority of the stock of AlterNet. Upon completion of the transaction as
planned, control of AlterNet will be transferred to U S WEST. The merger will have no
effect on the legal status of AlterNet, nor on the books and records of AlterNet.
Continental and U S WEST intend for day-to-day operations of Continental to continue to
be handled by the same experienced management group now in control of Continental.




ATTACHMENT B

Agreement and Plan of Merger

Between

U S WEST, Inc.

and
Continental Cablevision, Inc.

Dated as of February 27, 1996



AGREEMENT AND PLAN OF MERGER
between
U 8 WEST, INC.
and
CONTINENTAL CABLEVISION, INC.

Dated as of February 27, 1996
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AGREEMENT AND PLAN OF MERGER

AGREEMENT AND PLAN OF MERGER, dated as of
February 27, 1996, between U § WEST, INC., a Delaware -
corporation ("Acguiror®), and CONTINENTAL CABLEVISION, INC.,
a Delaware corporation (the “Company").

HIINESSEZTIHN:

. WHEREAS, upon the terms and subject to the
conditions set forth in this , the Company and
Acquirer will enter into a bus combination transaction
pursuant to which the Company will merge with and into
), wi continuing as the
(the "Surviving Corporation®);

stockholders of the Company of this Agremment and the
amendment, substantially in the form of Exhibit A hereto
(the "Charter Amendment®), to the Company's Restated
Certificate of Incorporation to be effected immediately
prior to the consummation of the Merger;

WHEREAS, the board of directors of Acquiror has
determined that the Merger would be fair to and in the best
interests of its stockholders, and such board of directors
has approved this Agreement and the transactions

contemplated hereby;

WHEREAS, concurrently with the execution of this
Agreement and in order to induce Acquiror to enter into this
Agreement, certain stockholders of the Company have executed
and delivered an agreement (the *Stockholders' Agreement"™)
pursuant to which, among other things, such Stockholders
have granted to Acquiror their proxy to vote all of the
votes entitled to be cast by such stockholders in favor of
the adoption of this Agreement and the Charter Amendment;

WHEREAS, for Federal income tax purposes, it is
intended that the Merger shall gualify as a reorganization
within the meaning of Section 368(a) of the Internal Revenue
Code of 1986, as amended, and the rules and regulations
promulgated thereunder (the "Code"™); and

NYFS03 ... 1 \BS\TBSI5\0026\ 1530\AGRD 1219, 54K




NOW, THEREFORE, in consideration of the foregoing
and the representations, warranties, covenants and
:q{;-.nt- herein contained, the parties hereto agree as
ollows:

ARTICLE I
DEFINITIONS

1.1 Dafinitions. For purposes of this Agreement
the following terms shall have the meanings set forth below:

‘ " " ghall mean Arizona, Colorado,
Idaho, Iowa, » Montana, Nebraska, New Mexico, North
Dakota, Oregon, South Dakota, Utah, Washington and Wyoming.

"Affiliate" shall mean, with respect to any
Person, any other Person diraatl} or 1ndirn2::g controlling,
gzgzzzllnd by or under common control with other

» shall mean a nationally recognized
investment gEEE!%:‘f::- that is ent of the Company,
and their respective Subs ies and has

Acguiror

significant experience and expertise in the valuation of
untiti::dwith businesses comparable to those being

appra .

‘"Bagic Cable Service
the tier of video programming service defined in 47 C.F.R.
§ 76.901(a).

"Board of Directors" shall mean the board of
directors of the Company.

"Business Day" shall mean a day other than a
Saturday, Sunday or other day on which commercial banks in
New York City are authorized or required by law to close.

*Cable Act" shall mean the Cable Communications
Policy Act of 1984, as amended by the Cable Television

NYFSO5. . . 1\ IS\ TESIS\ 0026\ 1530VACR0 1219, 54N




Consumer Protection and Competition Act of 1992 and the
Telecommunications Act of 1996.

" " shall mean as to each
System those video m:g services defined in 47 C.P.R.

§ 76.901(b).

'ﬂtgnglm' shall mean the Determination
Price, Cap Pr or Floor Price, as applicable, based upon
miamchnmmimmucm-nm

Conversion Number is determined in accordance with Section

"Cap Price” shall mean $28.175.

. 'Wlnm:' shall egqual $1

billion; 2  that the board of directors of

Acquiror shall have the right, in its sole discretion, to
the Cash Consideration Amount to a maximum of $1.5

billion so long as notice of such change is given to the

no later than one Business Day prior to the
Eff ve Time;  further, that the board of
directors of shall have the right to increase the

Cash Considera Amount above $1.5 billjon in an amount
equal to (x) the number of shares of ny

s o i:nqutrar i gymition o4
the by pursuant 6
humm (y) the Share Price; and A
further, that the Cash Consideration Amount may be reduced
pursuant to Section 7.7(c).

"CATV® shall mean any method, presently existing,
for the transmission and/or exhibition (whether by
microwave, fiber optics or coaxial cable) of broadband video
signals other than by means of DBS, MMDS, broadcast
television & in-home v:lduh’phytn l.?d :l;l.m is huodu on
the expecta of payment the recipient), and sha
include without limitation cable television (basic and
preaium) and pay-per-view television.

"Charter Amendment” shall have the meaning set
forth in the second recital to this Agreement.

"Class A_Common Percentage" shall mean the

quotient (rounded to the nearest hundredth, cr if there
shall not be a nearest hiundredth, to the next lovest
hundredth) of (x) the Common Consideration Amount divided by
(YY) the Transaction Value.
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"Class A Preferred Consideration Amount"™ shall
mean the product of (x) the Class A Preferred Perzentage
multiplied by (y) the Share Price multiplied by (z) the
number of shares of Class A Common Stock outsianding
n!n::diat.ly prior to the Effective Time on a fully diluted

8.

"Class A _Preferred Conversion Number® ahall mean
the quotient of (x) the product of (A) the Class A Preferred
Percentage multiplied by (B) the Share Price divided by
(y) the Liquidation Value (rounded to the nearest hundredth,
or if there shall not be a nearest hundredth, to the next
lowest hundredth).

- "Class A Preferred Percentage” shall mean the
difference between (x) one and (y) the Class A Common

Percentage.
- ® shall mean

hundredth) of (x) the Class B Common Consideration Amount
divided by (y) the sum of the Class B Common Consideration
Amount and the Class B Preferred Consideration Amount.

*Class B Preferred Percentage® shall mean the
guotient (rounded to the nearest hundredth, or if there
shall not be a nearest hundredth, to the next highest
hundredth) of (x) the Class B Preferred Consideration Amount
divided by (y) the sum of the Class B Common Consideration
Amount and the Class B Preferred Consideration Amocunt.

basis, including giving effect to the conversion of all
mnmmmr-urwmmmumw
(ii) the number of shares of Company Common Stock
outstanding immediately prior to the Effective Time on a
fully diluted basis, including giving effect to the
conversion of all outstanding shares of Company Preferred
Stock.
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"Class B Preferred Consideration Amount® shall
mean the difference between (x) the Preferred Consideration
Amount and (y) the Class A Preferred Consideration Amount.

"Class B Preferred Conversion Number*® shall mean
the quotient of (x) the product of (A) the Class B Preferred
Percentage multiplied by (B) the Share Price divided by
(y) the Ligquidation Value (rounded to the nearest hundredth,
oritthmmnnothammthundmth. to the next
lowest hundredth).

"Code” shall have the meaning set forth in the
fifth recital of this Agreement. '

" " shall mean the Communications

Communications Act
Act of 1934, as amended, 47 U.S.C. §§ 151, et 8eq., as
amended by the Telecommunications Act of 1996.

*W‘ shall mean the United States
ey o i hotd PEARCITR Fessnts ety oo
ag .pr pal respons or
ld:ﬁzming the cable television t!imu for

retransnission of broadcast signals establ pursuant to
Section 111 of the Copyright Act, 17 U.S.C. § 111.

"DRS" shall mean a system providing direct-to-home
in the broadcast satellite services authorized by the FcC.

' "Retermination Price" shall mean the average of
the Intra-Day Closing Prices for the Random Trading Days.

"DGCL" shall mean the Delaware General Corporation
Law.

"POJ" shall mean the Department of Justice.
* shall mean any and ail es,

"Encumbrances
security interests, liens, claims, pledges, restrict s
leases, title exceptions, charges or other encumbrances.

'mnmmmm_nht!;;:- any notice of
viclation, action, claim, Env tal Lien, demand,

abatement or other Order or direction (conditional or
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otherwise) by any Governmental Authority or any other Person
for erl injury (including sickness, disease or death),

le or intangible pmn:mg-, damage wo the
environment, pollution, tion or other adverse
effects on the environment, or for fines, penalties or
restrictions resulting from or based upon (i) the existence
of an Environmental Release (including, without limitation,
sudden or non-sudden accidental or non-accidental

disposal of Hazardous Materials , on with a.ni
owned, operated or leased by the or its

Subsidiaries or their tions or facilities; or (iii) the
vioclation, or all olation, of any Environmental Law or
Environmental t of or from any Governmental Authority

relating to environmental matters connected with any
fropnrtym. leased or operated by the Company or any of
ts Subsidiaries. '

n * means any
and all losses, 1&211:1.-, oblﬁ;tim-, damages, fines,

penalties, judgments, actions, claims, costs and expenses
(including, without limitation, fees, disbursements and
expenses of legal counsel, + engineers and
consultants and the costs of tion and feasibility
studies and Remedial Action) arising from or under any
Environmental Law or contract, agreement or similar
arrangement with any Govermnmental Authority or other Person
required under any Environmental Law.

"Environmental Law" means any Federal, state,
local, or foreign law (including common law), statute, code,
ordinance, rule, regulation or other legally enforceable
requirement relating to the enviromment, natural resources,
or public or employee health and safety as it relates to
exposure to Hazardous Materials and includes, but is not
limited to, the Comprehensive Envirommental Response,
Compensation and Liability Act, 42 U.8.C. § 9601 st Bedq..,
the Hazardous Materials Transportation Act, 49 U.8.C. § 1801
et seqg.., the Resource Conservation and Recovery Act, 42
U.5.C. § 6901 gt geg., the Clean Water Act, 33 U.S.C. § 1251
et seq., the Clean Air Act, 33 U.S.C. § 2601 gt Beg,, the
Toxic Substances Control Act, 15 U.5.C. § 2601 et geq., the
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Federal Insecticide, Fungicide, and Rodenticide Act, 7
U.S5.C. § 136 gf geg., the 0il Pollution Act of 1990, 33
U.S.C § 2701 gt geg. and the relevant portions of the
Occupational Safety and Health Act, 29 U.8.C. § 651 gt seq..,
as such laws have been amended or supplemented as of the
date hereof, and the regulations promulgated pursuant _
th-rtlt;.o. ut;d all analogous state or local statutes as oY the
date hereof.

"Environmental Lien® means any lien arising under

Environmental Laws.

" " means any t, approval
authorization, ’ « registration u'puduioﬁ
required under any applicable Envirommental Law.

"Environmental Release™ means any nluuin;piu.

emission, , pumping, pouring, dumping, emptying,
injection, deposit, disposal, discharge, dispersal
J.uching,'ar tion on ur'!.m the lz'ﬂl.oor or ou‘Edoor
environment or or ocut of any not authorized

under any Environmental Permit and requiring notification
under any applicable Environmental Law.

"ERISA" shall mean the Employee Retirement Income
Security Act of 1974, as amended, and the applicable
regulations promulgated thereunder.

” " shall mean any corporation or
trade or bus (vhether or not incorporated) which are or
have ever been treated as a single employer with or which
are or have been under common control with the Company
icr::hin the meaning of Section 414(b), (c), (m) or (o) of the

e. ;

"Exchange Act™ shall mean the Securities Exchange
Act of 1934, as amended, and the rules and regulations
promulgated thereunder.

"FCC" shall mean the Federal Communications
Commission. ;

*Final Order® shall mean an action or actions by
any Govermmental Authority or the FCC which has not been
reversed, stayed, enjoined, set aside, annulled or
suspended, and as to the FCC with respect to which the time

for filing any request, petition or appeal of such action
has expired and the time for the FCC to set aside its action
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on its own motion has passed, and as to any Pranchise
Consent, when the Franchise Consent has been or is deemed to
be approved as provided in Section 617 of the Cable A=t.

"Floor Price” shall mean $20.825.
"EIC" shall mean the Federal Trade Commission.
"GAAP" shall mean generally accepted accounting

principles in effect in the United States o” America as of
the date of the applicable determination. :

-%w shall mean any foreignm,
Federal, state, or other governmental department,

on, board, bureau, agency or instrumentality.

" means any substance, material
or wastas is regulated by any Governmental Authority in
jurisdictions in which the Company tes, including,
without limitation, any material, or waste which

is defined as a "hazardous waste," "hazardous material,”

any
Law, wvhich includes, but is not limited to, petroleum,
petroleun products, asbestos, and polychlerinated biphenyls.

* shall mean the number of homes to
which CATV is currently available from the Company
or the Subsidiaries, whether or not a given household
subscribes to such service.

"m- shall mean the Hart-Scott-Rodino
Antitrust Improvements Act of 1976, as amended.

» * shall mean, with respect to any
Person, any 8, secured or unsecured, (i) in
respact of borrowed money (whether or not the recourse of
the lender is to the whole of the assets of such Person or .
only to a portion thereof), and evidenced by bonds, notes,
debentures or similar instruments or letters of credit, to
the extent of the face value thereof (or, in the case of
evidence of indsbtedness issued at a discount, the current
accredit value thereof) or (ii) representing the balance
deferred and unpald of the purchase price of or
services (other than accounts payable in the course
of business) and shall alsc include, to the extent not
otherwvise included, (A) any cupiuliud lease obligations
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and (B) the face value of guaranties of items of other
Persons which would be included within this defiuition for
mmmtmmmmztmmum
upon the balance sheet of the guarantor). No item
constituting Indebtedness under any of the definitions set
forth above shall be counted twice by virtue of the fact
that it constitutes. "Indebtedness® under more than one of
such definitions.

ighted avarags ele FEioe oF the Nasis Bromk (coulosme
we average e © Stock ( va
as shown on the Composite Tape of the NYSE. y

"IRS" means the United States Internal Revenue

W,mm’uﬁd' ’
* shall mean the actual knowledge of the exscutive

Encwledge

officers (as identified in the Company SEC Documents), the
Senior Vice President te & Legal Affairs ana the
regional Senior Vice Pres ts, in each case of the Company
after reasonable investigation and due inquiry.

" " means Judicial,
administrative or arbitral actions, ts,
(public or private) or govermmental p:wodw
bk Eompany et e,
to the any or or
reasonably likely to o materially adverse to the business,
results of mioa-, properties, assets, liabilities or

condition ( hlorothmin)nttmmmiu
Subsidiaries taken as whole and (ii) with to
Acquiror, wmbg:udfmmthuhmlr
likely to be materially -adverse to the business, results of
operations, properties, assets, liabilities or condition
(financial or otherwise) of either (x) the Media Group or
(¥) Acquiror and its Subsidiaries taken as a whole;

» however, that Material Adverse Effect shall in
uuhhﬂmmlmanywﬁdtmcu-tom
economic or industry wide tions. ¥ ;

m_mf' shall have the meaning set forth in
Section 2.6.15 of Article V of the Restated Certifi=ate of
Incorporation of Acquiror as in effect as of the date

hereof.

Service.

NTFS05. . . :\SS\TESII\00Z6\ 1530\AGRO 1219, 540




"Merger® shall have the meaning set forth in the
first recital to this Agreement.

"MMDS" shall mean a system operating in the
glt;..%lnml Multipoint Distribution Services authorized by
e .

- “HXSE" shall mean the New York Stocl Exchange,
ne,

"Person" shall mean an individual, corporation
partnership, trust or unincorporated mﬁntina ora
government or any agency or political subdivision thereof.

"Ereferred Congideration Amount™ shall egual

$1 billion.

mmmﬂm'mnmnmaom
Days selected by Acqu lot (through a method

reasonably satisfactory to - Company) from the 30 Trading
gg ending on the fourth Trading Day prior to the Closing

" shall mean the Systems
acguired by the cga.ny or its Subsidiaries from Providence
Journal Company, levision of Chicage, Columbia of
Michigan, Consolidated Cablevision of California and N-COM
Limited Partnership II since August 1, 1995.

i 1- i mt:lih.ﬁmtm £
registration rights agreement t Y orm o
Exhibit B hereto, to be entered into by Acquiror, Amos B.
Hostetter, Jr. and the Amos B. Hostetter, Jr. 1989 Trust.

"Remedial Action” means all actions required under
any applicable Environmental Law or otherwise undertaken by
any Governmental Authority, including, without limitation,
any capital expenditures, required or undertaken to
(1) clean up, remove, treat, or in any other way address any
. Hazardous Material; (ii) prevent the Release or threat of

Release, or minimize the further Release of any Hazardous
Material so it does not migrate or endanger or threaten to
endanger public health or welfare or the indcor or outdoor
environment; (iii) perform pre-remedial studies and

invest tiu::iﬁ ~remedial mltarlnglndm&n:

(iv) br 4 on any property owned, opera or
leased by the Company or its Subsidiaries and the facilities
located and operations conducted thereon into compliance

10
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with all applicable Environmental Laws and Environmental
Permits.

“"SEC" shall mean the Securities and Exchange
Commission.

“Securities Act" shall mean the Securities Act of
1933, as amended, and the rules and rqul_.ntim promulgated

'm_zl.iﬂl' shall lnn $30, decreased the Per
Share Adjustment Amount, if any, plus the Additi Amount.,
if any, accordance with the terms of Section 3.7.

X .MH'L‘F“. shall have the meaning
set forth in the ¢ recital of this Agreement.

"Subpart N of the FCC Rules” shall refer to the
Subpart N of Part 76 of the FCC's rules (47 C.P.R. §§ 76.900
through 76.985), entitled "Cable Rate Regulation,” added by
order in Docket 92-266, adopted by the FCC on April 1, 1993,
as such Subpart may be amended from time to time thereafter,
as such rules were in effect on any particular date, and
shall include successor provisions if recodified or
otherwise modified.

" * shall mean a member of the
public who ves video programming services distributed
by a System and does not further distribute 11::]?11‘.4,
however, that the number of Subscribers in a multi-unit
adwelling or commercial structure that obtains service on a
"bulk rate" basis shall be determined by dividing the bulk
rate charge by the rate for individual households
subscribing to the same level of service as the multi-unit
structure (e.g., if the basic subscription rate for
individual households is $10 and the multi-unit dwelling or
commercial structure paid a bulk fee of $100 for the same
level of service, then that multi-unit dwelling or structure
shall be counted as having 10 Subscribers).

"subsidiarv” shall mean, with respect to

any
Person, (i) each corporation, partnership, joint venture or
other legal entity of which such Person owns, either
directly or indirectly, more than 50% of the stock or other
equity Intm the Eﬂldll.‘l of which are anrnllr entitled
to vote for the election of the board of directors or
similar governing body of such corporation, partnership,
joint venture or other legal entity, (ii) each partnership

11
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in which such Person or another Subsidiary of such Person is
the sole general partner or sole unnﬁnq and

(1ii) each limited liability ch such Person or
amthaxﬂuhnidhryotnchhrmilth-mqinqmor
otherwise controls. 3

-'In%&umm* shall have the meaning set
forth in the ¢ recital of this Agreement.

*Systens"” shall mean the cable television systems
listed in Section 4.12(a) of the Company Disclosure Letter.

*Iax" or 'm‘llhlll mean all taxes, charges,
fees, imposts, levies or other assessments, including,
without limitation, all net income, gross receipts, capital,
ulzhm, ad valorem, ::11“ Mh trmtl‘r'i franchise,
pro inventory, capi stock cense thho.
plyroll: ﬂm‘:, social ‘

customs duties, fees, assessments and charges of any kind
vhatscever, together with interest and any penalties,
fines, additions to tax or tional amcunts imposed by any
taxing authnﬁ.:l domestic or foreign) and shall include any
transferee 1 lity in respect of Taxes.

'nﬁn_ufr.z' shall mean a party or parties
unaffiliated with either the Company or Acguiror.

*Irading Day"™ shall mean a day on which (i) the
NYSE is open for the transaction of bus and (ii) there
is no suspension of trading of the Media Stock.

*Iransaction Documents" shall mean the
Stockholders' Agreement and the Registration Rights
Agreement.

mﬁmm' shall equal the product of
(x) the Share Pr multiplied {y} the number of shares
of Company Common Stock uuuf.nnang iately prior to the

Effective Time on a fully diluted basis, including giving °
effect to the conversion of all outstanding shares of
Company Preferred Stock.

"HARN" shall mean the Worker Adjustment and
Retraining Notification Act and any similar state or local
“plant closing® law.

12
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1.2

Terms Defined Elsewhere in the Agreement.
For of this Agreement, the following terms have the
—Anmm. set forth in the sections indicated:

Term Section
Acceleration l::ntt- ;;:gu}:)
Acquiror Certifica .
Acquiror Consents 5.5
Acquiror Disclosure Letter 5.2(b)
Acquiror SEC Documents . 5.7(=s)
Acquiror Termination Notice 3.1(4) (11)
Aogquisition 7.10(d)
Additional Amount 3.7
Additional Payment 7.14(c)
Additional Stockholders' 7.1(4)
Allocation Determination 3.2(4)
mubh Laws 4.7 (a)
les .10.7
Benefit Plans 4.11(a)
Cap Top-Up Intent Notice 3.1(d) (14)
Cash Cap 3.3(a)
Cash Election 3.1(c) (i)
Certificate of Merger 2.3
Certificates 3.2(b)
Class A Common Conversion Number 3.1({4)
Class A Common Stock 3.1(e) (1)
Class A Merger Consideration 3.1(c) (1)
Class B Common Conversion Number 3.1(4)
Class B Common Stock 3.1(e) (11)
Class 3 Marger u::'::.ion :.1(“ {ﬂ;
B Cons .1(e)(
Class B Stock Consideration 3.1(e) (i1)
Class B Stock Election 3.2(a)
Closing 2.2
Clos Date 2:2
timiulm !.2}‘, )
Company Cap Stock 4.2(a)
Company Certificate 3.1(c) (i14)
Company Common Stock 3.1
Company Consents 4.6
Company Letter of Transmittal 3.2(e)
Company Disclosure Letter 4.1(¢c)
Company Preferred Stock 4.2(a)
Company Representatives 7.10(a)
Company SEC 4.8(a)
Company Termination Notice 3.1(4) (i1)
Confidentiality Agreements 6.3(c)

13
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ight Act
Des ted Assets
Designated Asset Fair Market Value
Dissenting Shares
Effective Time
Election Deadline
Election Form

Appreciation Rights Plans
e T arcion Mgy

Exchange Fund

rlaor1:;p~0p Noti
Intent ce

Foreign Benefit Plans

Form B-4

Fractional Shares

Franchise Consents

Franchises

Gains Taxes

Incremental Excise Tax

Indemnified Liabilities

Sections

Series D Preferred Stock
Social contract Amendment
Social Contract Consents

14
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10.7
3.1(a) (44)
4.11(b)
5.5

3.4(0) (1)
4.6

4.12(a)

7.14 ﬂ)
7.11(b
1.11 h
7.1(d)
3.1(e) (1)
4.6
4.12(c)
3.1(e} (1)
3.2(b)
7.5(b)
7.5(b)
4.7(a)
7.7(c)
3.3(b)
4.6

9.4 (c)
9.4(b)
9.4(a)
9.4(a)
3.3(a)
8.2(3)
3.5

5.2(a)

10.7
3.1(e) (1)
4.6

4.6




Social Contract Order 4.6

Stock Election 3.2(a)
Stockholder Wnll ;.ﬂ:}
Tax Returns 4.10(a)
Termination Date 9.1(4)

1.3 W (a) The
wvords “hereof"™, ", and "hereunder” and words of

similar impor: when used in this Agreement shall refer to
this 'unuhnl--nﬂmttnlnrpu':timhr

provi-!motmimt.

(b) The terms defined in the s lar shall have
a compirable meaning when used in the pl , and vice
versa.

(c) The terms "dollars® and "$* shall mean United
States dollars.

ARTICLE IX
THE MERGER
, 2.1 IThe Merger. Upon the terms and subject to
m-mummrmmm-mt, and in
accordance with the DGCL, the shall be with
and into Acquiror at the Effective (as defr in
Section 2.3). At the Effective Time, the separate gﬁu‘u

existence of the a:?uu shall cease, and Acquiror
mv!ngcorpant:ln;:mmnwm

and assume all of the rights, properties, liabilities and

obligations of the Company in accordance with the DGCL.

2.2 glosing. Unless this Agreement shall have
been terminated and the transactions herein lated
shall have been abandoned Section 9.1, the

10:00 a.m., New York City time, the later of (1) the fifth
Business Day after the date on which the last of the
conditions set forth in Article VIIT is fulfilled or waived,
other than conditions requiring deliveries at the Cl

and (ii) November 15, 1996 (the "Closing Date"), at the
offices of Weil, Gotshal & Manges LLP, 767 Fifth Avenue, New
York, New York 10153, unless another date, time or place is
agreed to in writing by the parties hereto.

15
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2.3 Effective Time. Subject to the provisions of
this Agreement, the ;u-l:iu hereto shall cauce the Merger to
be consummated by filing a certificate of merger (the
"Certificate of Merger®) with the Secretary of State of the
State of Delaware, as provided in the DGCL, as soon as
practicable on or after the Closing Date. The Merger shall
become effective upon such filing or at such time
;n hi.:}mvuu in the Certificate of Merger (the "Effective

Effecti :i:- mmtingcmariumm:ﬁ e
ve v possess all
the rights, privihqu. powvers and franchises of a public as
wvell as of a private nature, and be subject to all the
:‘;:t::.cum. duﬂl:ﬁu m;nd duties o{g;lt:h |:|£1 ;

Company; singular r privileges,
mmmotmumm-ﬁmmy,
and all + Teal, personal and mixed, and all debts
due to either of Acquiror or the on wvhatever

Surviv Corporation, and may be enforced against it to the
mimnzntuuuiimm1muiuumm

Bdays. N The Girectors of ACIAIEOE BhA Che SRS, ¢

tely prior to the Effective Time shall be
the directors and aftﬁu- of the Surviving Corporation
until their successors have been duly elected or appointed
and qualified, or until their earlier death, rulfn._ntion or
removal in accordance with the Surviving Corporation's
certificate of incorporation and bylaws. 5

(b) The Restated Certificate of Incorporation of
Acquiror as in effect immediately prior to the Effective
Time shall be the Restated Certificate of Incorporation of

16
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the Surviving Corporation, until duly amended in accordan
with the terms thereof lna the m_]’ .

(c) The Bylaws of or as in effect
immediately prior to the Eff ve Time shall be the bylaws
of the Surviving Corporation until thereafter amended as
provided Applicable Law, the Restated Certificate of
Incorporation of the Surviving Corporation or such Bylaws.

ARTICLE IIIX

EFFECT OF THE MERGER ON THE CAPITAL STOCK OF
THE CONSTITUENT CORPORATIONS; EXCHANGE OF CERTIFICATES

3.1 « At the Effective
Time, brﬂri:u.ofthnlh:gu-mﬂuthwtwmtiononth-
part of the holder of any shares of Company Capital Stock
(as defined in Section 4.2) or the holder of any shares of

(a) :« Each share of
each class of capital stock of Acquiror issued and

immediately prior to the Effective Time shall
remain an and outstanding share of the same class of

capital stock of the Surviving Corporation.

(b) Cancellation of Treasury Stock and Acquiror-
Owned Stock. Each share of Company Capital Stock that is
mwmmuwmuymmmnrﬂu
my*mmmnofm Clpitllmth;t is
owned by Acguiror or y owned subsidiary of Acquiror
-mummumﬂtuummumumm
no consideration shall be delivered or deliverable in

exchange therefor.
(c) conversion of Company Common Stock.

(1) Subject to Sections 3.5 and 3.6, at the
Effective Time, each issued and outstanding share (excluding
shares cancelled pursuant to Section 3.1(b)) of Class A
Common Stock, par value $.01 per share, of the Company
("Class A Common Stock®) shall be converted into the right
to receive (x) a number of shares of U 8 WEST Media Group
Common Stock, par value $.01 per share, of Acquiror (the
"Media Stock™) equal to the Class A Common Conversion Number
(as determined in accordance with Section 3.1(d)) and (y) a
number of shares of Series D Convertible Preferred Stock,

17
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par value $1.00 per share, of Acquiror (the "Series D
Preferred Sttock"), having the rights, preferences and terms
set forth in the Certificate of Designation attached as
Exhibit C hereto, with a liquidation value of $50 per share
(the "Liquidation Value"), equal to the Class A Preferred
Conversion Number (collectively, the "Class A Merger

. (ii) Except as otherwise provided in Section 3.3
and subject to Sections 3.5 and 3.6, at the Effective Time
each issued and -share (excluding shares
cancelled pursuant to Sect 3.1(b)) of Class B Common
Stock, par value $.01 per share, of the Company ("Class B
Common Stock"), shall be converted into, at the election of
the hold.:ﬂtgmt. gn; oihrh:c{onu:inq (as adjusted
pursuant ection 3.3, ass B Merger
Consideration®): 3

been effectively made and not revcked, pursuant to
Sections 3.2(c), (d) and (e) (a "Cash Election"), the
right to receive an amount in cash from Acquiror,
without interest, 1 to the Share Price (the
"Class B Cash Cons tion"); or

(y) tornuhmuh!hnuo:!chunmnstock
(other than shares as to which u Cash Election was
effectively made and not revoked), the right to receive
(1) nmulhnruotmstoqkqultothn
Class B Common Conversion Number (as determined in
accordance with Section 3.1(d)) and (2) a number of
shares of Series D Preferred Stock 1 to the Class B
Preferred Conversion Nimber (collectively, the "Class B
Stock Consideration®).

(iii) As a result of the Merger and without any
action on the part of the hplder thereof, at the Effective
Tinﬂllhltﬂofconpmycmmmllmttoh‘
outstanding and shall be cancelled and retired and shall
cease to exist, and each holder of shares of Company Common
Stock shall thereafter cease to have any rights with respect
to such shares of Company Common Stock, except the right to
receive, without interest, the Class A Merger Consideration
or Class B Merger Consideration, as applicable, and cash for
fractional shares of Media Stock or Series D Preferred Stock
in accordance with Section 3.6(c¢) upon the surrender of a
certificate representing such shares of Company Common Stock

18

MYFEO0S. .. s \J5\FHSIS\0026\ 1530\AGR01219, 540




(a “Company Certificate®). The Media Stock and Series D
Preferred Stock comprising part of the Merger Consideration,
vhen issued to the holders of Company Common Stock, will be
duly authorized, validly issued, fully paid, non-assessable
and not subject to pre ve rights created by statute,
Acquiror's Restated Certificate of Incorporation or :{i.tn
or any agreement to which Acquiror is a party or by ch
Acquiror is bound. :

(d)
(1) If, between the date of this Agreement and the
Effective Time, the outstanding shares of Media Stock,
Series D Preferred Stock or Company Common Stock -“all have
been changed into a different number of shares or a
different class, by reason of any stock dividend,
subdivision, reclassification, recapitalization, split,
combination or exchange of shares, the Common Conversion
Number and the Preferred Conversion Number correspondingly
shall be adjusted to reflect such stock dividend,
subdivision, reclassification, recapitalization, split,

combination or exchange of shares.

(ii) The Class A Common Conversion Number and
Class B Common Conversion Number shall be determined in the
following manner:

(A) If the Determination Price is greater than or
mlmmnmhiulndlmtunm:qultomcw
Price, (x) the Class A Common Conversion Number shall be
equal to the gquotient of (1) the product of (I) the Class A
Common Percentage multiplied by (II) the Share Price divided
by (2) the Determination Price (rounded to the nearest
hundredth, oruthmmnmtb-lnurmhm-dth, to
the next lowest hundredth) and (y) the Class B Common
Conversion Number shall be equal to the quotient of {:u the
product of (I) the Class B Common Percentage multiplied by
(II) the Share Price divided by (2) the Determins Price
(rounded to the nearest hundredth, or if there shall not be
a nearest hundredth, to the next lowest hundredth). :

(B) If the Determination Price is less than the
Floor Price, (x) the Class A Common Conversion Number shall
be equal to the quotient of (1) the product of (I) the Class
A Common Percentage multiplied by (IX) the Share Price
divided by (2) the Floor Price (rounded to the nearest
hundredth, or if there shall not be a nearest hundredth, to
the next lowest hundredth) and (y) the Class B Common
Conversion Number shall be equal to the quotient of (1) the

19

WYFROS. .. :\S5\TESIS\0026\ 1530 \ALRO1219. 54n




pProduct of (I) the Class B Common Percentage multiplied by
(II) the Share Price divided by (2) the Floor Price (rounded
to the nearest hundredth, or if there shall not be a nearest
hundredth, to the next lowest hundredth); provided, however,
that in such event Acquiror shall have the right to give
written notice to the (the "Floor -Up Intent
Notice") that the board of of elects to
both (x) the Class A Common Conversion Number to
the quotient of (1}. the product
Percentage multiplied by (II) the Share Price divided by
(2) the Determination Price (rounded to the nearest
h ,orut.htnmunothlmthw&,to
the next lowest hundredth) and (y) the Class B Common
Conversion Number to the guotient of (1) the product of
(I) the Class B Common Percentage multiplied by (II) the
Share Price divided by (2) the Determination Price (rounded
to the nearest hundredth, er if there shall not be a nearest
hundredth, to the next lowest hundredth). The Floor Top-Up
Intent Notice shall be delivered to the Company no later °
than 2:00 p.m. on the second Business Day prior to the
Closing Date. If, in such case, Acquiror does not deliver a
Floor Top-Up Intent Notice, the Company mhall have the right
t:tgiw written notice to (the "Company Termination
Notice") that the Company elects to terainate this
Agreement. The Company Termination Notice shall be
delivered to r no later than 2:00 p.m. on the
Business Day pr to the Closing Date.

(C) If the Determination Price is ter than
the Cap Price, (x) the Class A Common Conversion Number
shall be equal to the quotient of (1) the product of (I) the
Class A Common Percentage multiplied by (II) the Share Price
divided by (2) the Cap Price (rounded to the nearest
hundredth, or if there shall not be a nearest hundredth, to
the next lowest hundredth) and (y) the Class B Common
Conversion Number shall be equal to the quotient of (1) the
product of (I) the Class B Common Parcentaga multiplied by
(II) the Share Price divided by (2) the Cap Price (rounded
to the nearest hundredth, or if there shall not be & nearest
hundredth, to the next lowest hundredth) ; « howaver,
that in such event, the Company shall have the right to give
written notice to Acquiror (the "Cap Top~Up Intent Notice")
that the Board of Directors elects to decrease both (x) the
Class A Common Conversion Number to the quotient of (1) the
product of (I) the Class A Common Percentage multiplied by
(II) the Share Price divided by (2) the Determination Price
(rounded to the nearest hundredth, or if there shall not be
a nearest hundredth, to the next lowest hundredth) and
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(y) the Class B Common Conversion Number to the quotient of
(1) the product of (I) the Class B Common Percentage
mulciplied by (II) the Share Price divided (2) the
Determination Price (rounded to the nearest undredth, or ir
mumllmh.mthuﬂrﬁtn,uthnutlmﬂt
hundredth). The Cap Top~Up Intent Notice shall be delivered
to Acquiror no later than 2:00 p.m. on the second Business
Day prior to the Closing Date. If, in such case, the
Company does not deliver a Cap Top-Up Intent ce,
Acquiror shall have the right to give written notice to the
Company (the "Acquiror Termination Notice™) that Acquiror
elects to terminate this Agreement. The Acquiror
mmummumuumxmuummym
later than 2:00 p.m. on the Business Day prior to the
Closing Date. -

3.3
Fund. (a) Each Person who, at the Iﬂfﬂn Time, is a

record holder of shares of Class B Common Stock (other than
holders of shares of Class B Common Stock to be cancelled as
set forth in Section 3.1(b) or subject Section 3.5 or
3.6) shall have the right to submit an Election Form (as
defined in Section 3.2(c)) specifying number of share:
of Class B Common Stock that such Person desires to have
converted into the right to receive the Class B Stock
Consideration (the "Stock Election®) and the number of
shares of Class B Common Stock that such Person desires to
have converted into the right to receive the Class B Cash
Consideration pursuant to the Class B Cash Election.

(b) ly after the Allocation Determination
(as defined in on 3.2(d)), (i) Acquiror shall deposit
(or cause to be deposited) with a bank or trust company to
b-duiqmt-dhylnquirorm:umt:}rl - le to the
Company (the "Exchange Agent®), for benefit of the
holders of shares of Class B Common Stock, for exchange in
accordance with this Article III, cash in the amount
sufficient to pay the aggregate Class B Cash Consideration
and (ii) Acquiror shall deposit (or cause to be deposited)
with the Exchange Agent, for the benefit of holders of
shares of Company Common Stock, certificates representing
the shares of Media Stock and Series D Preferred Stock
("Acquiror Certificates") for exchange in accordance with
this Article IIXI (the cash and shares deposited pursuant to
clauses (i) and (ii) being hereinafter referred to as the
»"Exchange "). The Media Stock and Series D Preferred
Stock into which Company Common Stock shall be converted

Emg
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pursuant to the Merger shall be deemed to have been issued
at the Effective Time. .

(c) As soon as reasonably practicable after the
Effective Time, the Exchange Agent shall mail to each holder
of record of Company Common Stock immediately prior to the
Effective Time (excluding any shares of Company Common Stock
which will be cancelled pursuant to Section 3.1(b) or which
are subject to Section 3.5 or 3.6) (A) a letter of
transmittal (the “"Company Letter of Trarsmittal®) (which
shall specify that delivery shall be effected, and risk of
loss and title to the Company Certificates shall pass, only
upon delivery of such Company Certificates to the Exchange
Agent and shall be in such form and have such other
provisions as Acquiror shall specify) and (B) instructions
for use in effecting the surrender of the Company
Certificates in exchange for the Class A Merger
Consideration or Class B Merger Consideration, as
applicable, with respect to the shares of Company Common
Stock tururJ.I represented thereby. The Exchange Agent
shall also to holders of Class B Common Stock, together
with the items specified in the preced sentence, an
election form (the "Election Form®™) providing for such
holders to make the Cash Election or the Stock Election.
The Election Form shall include information as to the Share
Price, the Class B Common Conversion Number, the Class B
Preferred Conversion Number and the Cash Consideration
Ancunt and state the pricing terms of the Series D Preferred
Stock. As of the Election Deadline (as hereinafter defined)
all holders of Class B Common Stock immediately prior to the
Effective Time that shall not have submitted to the Exchange
Agent or shall have properly revoked an effective, properly
cgupl:t-d Election Form shall be deemed to have made a Stock
Election.

'(d) Any Cash Election or Stock Election (other
than a deemed Stock Election) shall have been validly made
only if the Exchange Agent shall have received by 5:00 p.m.
New York, New York time on a date @- "Election Deadline")
to ba mutually upon by Acquiror and the
(vhich date shall not be later than the twentieth Bus
Day after the Effective Time), an Election Form properly
completed and executed (with the signature or signatures
thereof guaranteed to the extent required by the Election
Form) by such holder accompanied by such holder's Company
Certificates, or by an appropriate guarantee of delivery of
such Company Certificates from a member of any registered
national securities exchange or of the National Association
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of Securities Dealers, Inc. or a commercial bank or trust
company in the United States as set forth in such Election
Form. Any holder of Class B Common Stock (other than a
holder who has submitted an irrevocable election) who has
made an election by submitting an Election Form to tha
Exchange Agent may at any time prior to the Election
Deadline such holder's election by submitting a
revised El on Form, properly completed and signed that is
memmumpnortemumim
Deadline. Any holder of Class B Common Stocx ma at any
d1oction by Veitran notie oo i aayaks mich bolder's

on wr ce Agent received
thnclmotbutmuonth-d.rpriurtoth-nnttm %
Deadline. As soon as practicable after the Election
Deadline, the Exchange Agent shall determine the allocation
of the cash portion of the Class B Merger Consideration and
‘the stock portion of the Class B Merger Consideration and
shall notify Acquiror of its determination (the "Allocation
Determination®). :

] (e) Upon surrender of a Company Certificate for
cancellation to the Exchange Agent, togethar with the
Company Letter of Transmittal, duly executed, and such other
mnmimorth-m-mtmnmmbly
request, the holder of such Company Certificate shall be
entitled to receive promptly after the Election Deadline in
exchange therefor (A) a certified or bank cashier's check in
the amount equal to the cash, if any, which such holder has
the right to receive pursuant to the provisions of this
Article III (including any cash in lieu of fractional shares
of Media Stock and Series D Preferred Stock pursuant to
Section 3.4(c)), and (B) Acquiror Certificates representing
that number of shares of Media Stock and Series D Preferred
Stock, if any, which such holder has the right to receive
pursuant to this Article IIX (in each case less the amount
of any required withholding taxes, if any, determined in
accordance with Section 3.4(g)), and the Company Certificate
so surrendered shall forthwith be cancelled. Until
surrendered as contemplated by this Section 3.3, each

Certificate shall be deemed at any time after the
Effective Time to represent only the right to receive the
Class A Merger Consideration or Class B Merger
Consideration, as applicable, with respect to the shares of
Company Common Stock formerly represented thereby.

(f) Acquiror shall have the right to make
reasonable rules, not inconsistent with the terms of this
Agreement, governing the validity of the Election Forms, the

23

NTFS05.,.:\35\TE535\0026\1530\AGR01219.54n




manner and extent to which Cash Elections or Stock Elections
are to be taken into account in making the determinations
prescribed by Section 3.3, the issuance and delivery of
certificates for Media Stock and Series D Preferred Stock
into which shares of Class B Common Stock are converted in
the Merger, and the payment of cash for shares of Class B
Common Stock converted into the right to receive cash in the

Merger.

3.3 Eroration. (a) The aggregate amount of cash
to be paid to holders of Class B Common Stock (the "Cash
Cap®) shall not exceed the Cash Consideration Amount.

(b) 1In the event that the aggregate amount of

Cash Cap, each holder making a Cash Election shall receive,
for each share of Class B Common Stock for which a Cash
Election has been made, (x) cash in an amount egqual to the
product of the Class B Cash Consideration and a fraction,
the numerator of which is the Cash Cap and the denominator
of waich is the Requested Cash Amount (such product, the
"Prorated Cash Amount®), (y) a number of shares of Media
Mwump:oamamchunmrmm
and a fraction, the numerator of which is equal to the Share
Price minus the Prorated Cash Amount and the denominator of
which is the Calculation Price and (z) a number of shares of
Series D Preferred Stock egual to the product of the Class B
Preferred Percentage and a fraction, the numerator of which
is equal to the Share Price minus the Prorated Cash Amount
and the denominator of which is equal to the Liquidation
Value.

(c¢) In the.event the Requested Cash Amount is
less than the Cash Cap, "each holder making a Stock Election
(other than as set forth in Section 3.5) shall receive for
each share of Class B Common Stock for which a Stock .
Election has been made, (x) cash in an amount equal to the
quotient of (1) the excess of the Cash Cap over the ”

ted Cash Amount divided by (2) the number of shares of
Class B Common Stock for which such Stock Elections have
been made or have been deemed to have been made (wuch
quotient, the "Excesd Cash Amount®), (y) a2 number of shares
of Media Stock sgual to the product of the Class B Common
Percentage and a fraction, the numerator of which is equal
to the fference between the Share Price and the Excess
Cash Amount and the denominator of which is equal to the
Calculation Price and (z) a number of shares of Series D
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Preferred Stock equal to the product of the Class B
Preferred Percentage and a fraction, the numerator of which
is equal to the difference between the Share Price and the
mc:lhhnuntandth-dmimtnrurwhichu egual to
the Liquidation Value. :

3|‘ L]
(a) Notwi any other %h@u of this t,
no ﬁﬂm%mm distr ons declared “mhg:n-n

thutiu!iumlﬂialtmxormmnmtmm
-hnllhplidwithruputmuhohm;?m

: represented by a Company
Certificate until such Certificate iz surrendered
for exchange as provided herein. Subject to the effect of

be thereon, and (ii) at the appropriate
date, the amount o or other distributions with a
ruarddntclttnth.lttutiﬂ!inhutprmum

respect to such whole shares of Media Stock and Series D
Preferred Stock, less the amount of any withholding taxes
which may be required thereon.

(b) At or after the Effective Time, there shall
hmmmtnlmmmmtumotth-
of the shares of Company Common Stock which were
immediately prior to the Effective Time. If, after the
Effective Time, certificates representing any such shares
are presented to the Surviving ration, they shall be
cancelled and exchanged for certificates for the
consideration, if any, deliverable in respact thereof
pursuant to this Agreement in accordance with the procedures
set forth in this Article IIXI. Company Certificates
surrendered for exchange by any Person constituting an
"affiliate” of the Company for purposes of Rule 145(c) under
the Securities Act shall not be exchanged until Acquiror has
rconivm.‘l a written agreement from such Person as provided in
Section 7.13.

(¢) (i) No certificates or scrip evidencing
fractional shares of Media Stock or Series D Preferred Stock
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mxlumwm-m:um-of
Certificates, and such fractional share interests will not
mtiu-th.mrth-ruttom.nrtomyrighuurn
stockholder of Acquiror. In lieu of any such fractional
shares, the Exchange Agent shall, on behalf of all holders
of fractional shares of Media Stock and Series D Preferred
Stock, as soon as practicable after the Effective Time,
aggregate all such fractional interests (collectively, the
such

by
othervise sold by the Exchange Agent as agent for the
holders of such Fractional Shares, in either cas: at the
then prevailing price on the NYSE, all in the manner
provided hereinafter. Until the net proceeds of such sale
sh uh.ﬂ;h:v:nuhawt m?u?.? il I.:MI
Shares, Agent such proceeds
trust for the benefit of such holders. Acguiror shall pay
all commissions, transfer taxes and other out-of-pockat
transaction costs, including expenses and compensation of
the Exchange Agent, incurred in connection with such sale of
the Fractional Shares.

(ii) To the extent not purchased by Acgquiror, the
sale of the Fractional Shares by the Exchange Agent shall be
executed on the NYSE or through one or more member firms of
the NYSE and will be executed in round lots to the extent
practicable. In either case, the Exchange Agent will
determine the portion, if any, of the net proceeds of such
:;1- t:iulln.ici:quahm holder °§ g:ctiml Shares is entitled,

multiply. amount o aggregate net proceeds of
the sale of the Fractional shares, by a fraction, the
numerator of which is the amount of Fractional Shares to
which such holder is entitled and the denominator of which
is the aggregate amount of Fractional Shares to which all
holders of Fractional Shares are entitled.

(iii) As soon as practicable after the
determination of the amount of cash, if any, to be paid to
holders of Fractional Shares in lieu of such Fractional
Shares, the e Agent shall mail such amcunts, without

interest, to such lders; provided, however, that no such
amount will be paid to any holder of such Fractional Shares

prior to the surrender by such holder of the
Certificates formerly representing such holder's shares of

Company Common Stock

(d) Any portion of the Exchange Fund that remains
undistributed to the holders of Coftpany Common Stock for six
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months after the Effective Time shall be delivered to
Acquiror, upon demand, and any holders of Company Common
Stock who have not theretofore complied with this Article
Iumnthornrmlonkmutamortormcm;A
Consideration or Class B Merger Consideration, as
applicable, net cash vm“ from the sale of Fractional

(e) None of Acquiror, the the Exchang
WMIhnlhbhtnmyholdcruma:fm 2

MM!N‘::{ + Shares of Media SBtock or Series D

Preferred Stock, cash from the sale of

Fractional Shares or unpaid dividends or distributions with
blﬂthmiunmrmthrﬂth-

Fund delivered to a public official r:rlnnt to any
applicable abandoned property, escheat or s lar law. If
Company Certificates shall not have been surrendered
pr tnumrnrsatmth-ntutlwﬂu(or

c-rﬂ.ﬂnt:smldot:hmit:;m:t?ormm
property o Governmean Authority), any such cash,
shares or un;:Id dividends or distributions in respect of
such Company Certificates shall, to the extent permitted by
Applicable Laws, become the property of the Surviving
Corporation; + howeaver, that any holder of

Common Stock shall thereafter have the right to demand from
Acquiror any such cash, shares or unpaid dividends or

(f) In the event that any Company Certificate
shall have been lost, stolen or « upon the making
of an affidavit of that fact by the Person claiming such
Company Certificate to be lost, stolen or destroyed and, ir
required by Acquiror, the posting by such Person of a bond
in such reasonable amount as Acquiror may direct as
indemnity against any claim that may be made against it with
respect to such Company Certificate, the Exchange Agent (or
Acquiror, as the case may be) will issue in exchange for
such lost, stolen or destroyed Company Certificate the
Class A Merger Consideration or Class B Merger
Consideration, as applicable, cash in lieu of fractional
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shares, and unpaid dividends and distributions on shares of
Media Stock and Series D Preferred Stock deliverable in
respect thereof pursuant to this Agreement.

(g) Acgquiror shall be entitled to, or shall be
entitled to cause the Exchange Agent to, deduct and withhold
from the consideration otherwise payable pursuant to this
Agreement to any holder of shares of Company Common Stock
such amounts as are required to be deducted and withheld

‘making of such payment under the Code,
or any provision of state, local or foreign tax lav. To the
extent that amounts are so withheld by Acquiror or the
m&nﬂ:‘d‘: th-l?u may hu.tl::l; wvithheld amounts

trea or all purposes o 8 Agresxant as
hnvinqhnnpnidtothoholdu‘otthlhuuntw
Common Stock in respect of which such deduction and

withholding was made by Acguiror.

conditions of a Restricted Stock Purchase Agreement ("RSPA"™)

Company
MM#MWWM&MM not be
entitled to make a Cash on in of such
Restricted Company Common Stock nor shall it receive cash
pursuant to Section 3.3 and (ii) any Media Stock or Series D
Preferred Stock received with respect to such Restricted
Company Common Stock shall be subject to the terms of such
RSPA, as amended by an Amendment to Restricted Stock
Purchase Agreement substantially in the form set forth in
Section 3.5 of the Company Disclosure Letter.

3.6 Dissenting Shares. Notwithstanding any other
provisions of this Agreement to the contrary, shares of
Company Common Stock that are outstanding immediately prior
to the Effective Time and that are held by stockholders who
shall have not voted in favor of the Merger or consented
thereto in writing and who shall have demanded 1ly in
writing appraisal for such shares in accordance with Section
262 of the DGCL (collectively, the "Dissenting Shares")
shall not be converted into or represent the right to
receive the Class A Merger Consideratiop or Class B Merger
Consideration, as applicable. Such stockholders shall be
entitled to receive payment of the appraised value cf such
shares of Common Stock held by them in accordance
with the provisions of such Section 262, except that all
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Dissenting Shares held stockholders who shall have failed
to ect or who effectively shall have withdrawn or lost
their rights to appraisal of such shares of Company Common
Stock under such Section 262 shall thereupon be deemed to
Mwhunmwintolndtomwm-mcngnhln,u
of the Effective Time, for the right to receive, without any
interest thereon, the Class A Merger Consideration or

Class B Merger Consideration, as licable, upon surrender
in the manner provided in this cle III, of the
Certificate or Company Certificates that formerly evidenced
such shares of Class B Common Stock.

3.7 gShare Price Adjustment. If the Closing shall
mthnwoouurudonnrprinrto:mry:, 1997, the Share
Primmubcinurum-tnuumnltoltwm
from and including January 1, 1997 to and excluding the
Closing Date calculated on the basis of the actual number of
days in the period (such amount being the "Additional

Amount®) ; provided,  that no such amount shall be
added to the Share Price if (i) the Closing has nmot occurred
on or prior to J 3, 1997 and the last of the

condit set forth Article VIII to be fulfilled is the
condition set forth in Section 8.2(h) or the condition set
forth in Section 8.1(a), other than, in sach case as a
result of any action taken or not taken by Acguiror or

(ii) the has taken any action that would result in
any of the tions to the consummation of the Merger set
forth herein not being satisfied at such time; provided
further, that upon satisfaction of the conditions duurih-d
in clause (i) above if either such condition is the last
condition to be fulfilled, the Additional Amount shall be
ldddtothnm:-hiulMIMllhcnlmhtumbw
five Business Days after the date of such satisfaction.

ARTICLE IV

REPRESENTATIONS AND WARRANTIES OF THE COMPANY

The Company hereby represents and warrants to
Acquiror as follows:

‘Il -
(a) Each of the culplng and Et: luhlidhrgu is a

corporation or ip duly organized, validly existing
and in good standing under the laws of its jurisdiction of
incorporation or organization with all requisite power to
enable it to own, lease and operate its assets and
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properties and to conduct its business as currently being
good to do -

&
mxatiminmummmuth-
or location of the

and
b) The Company has all regquisite te
and nut:hnrity to execute and deliver this mmmw
Transaction Documents to which it is a and to perform

adoption Agreement

majority of the power of the cutstanding shares of
Company Capital Stock, m- single class and (ii) the
adoption of the Charter by 66-2/3% of the voting

tm“miwhelmm °§£ t&lﬁmy
vo as a s a major o

of each of the mu:{nmmlmm
Stock and the Class B Common Stock voting ss separate
o the iAo, hornaides ana’ thereby
consumma’ transactions .
The execution and delivery of this Agreement and such
mmc:.mth-mn:rumotm =3
transactions contemp hereby thereby have been
-mhdwulmihmhm“mmtog
the Company, subject, in the case of this Agreement, the
Merger and the Charter Amendment, to'the Stockholder

Approvals. This and each Transaction Document to
which the Company a party has been duly exscuted and
delivered by the Company and constitutes the . valid

and binding obligation of the

i.tinuooi\;ulmvta iti:itt:u' except (i) as such

enforceability may bankruptcy

r anization, moratorium or similar laws
tors' rights generally and ii.:l.) as the remedy of

specific performance and inj

equitable relief may be subject to equitable defenses and to

the discretion of the court before vhich any proceeding

therefor may be brought.

- (c) BSection 4.1 of the letter from the Company,
dated the date hereof, addressed to Acquiror (the “Company
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Diucl:::rl ui;ur'i 1::t. tori:h.tu of the date htmiii.;
true complete of all of the y's Subs ies
including the jurisdiction of mmﬁ‘.ﬁ:f. 4
of each m-l.di-.ry and the percentage of each Subsidiary's

outstanding capital stock.or other ownership interest owned

stock of each Subsidiary have been issued and ars
fully paid and nonassessable and, except as set forth in .
Sect 4.1ummmmw,mmw

interests in corporation, partnership or other Person
andmith-rthu:y nnr;nyct its Subsidiaries is u

menber of or in a partnership, joint venture or

4.2 Capitalization. (a) As of the date hereof,
the authorized capital stock of the Company consists of:
(1) 425,000,000 shares of Class A Common 8tock, of which
(A) 38,885,385 shares are issued and outstanding, all of
which are duly authorized, validly issued, fully paid and
nonassessable and not subject to preemptive rights created
by statute, the 0¢§:.y'l Restated Certificate of
Inoorpurntinnornr or any agreement to which the
Company is a party or vhich the Company is bsund and
(B) no shares are held the treasury of the Company;
(ii) 200,000,000 shares of Class B Common Btock, of which
(A) 109,349,496 shares are issued and outstanding, all of
which are duly authorized, validly issued, full paid and
nonassessable and not subject to preemptive rights created
by statute, the Company's Restated Certificate of
Incnrpo:ntim or Bylaws or any agreement to which the
Company is a party or by which the Company is bound, (B) no
shares are held in the treasury of the Company and
(C) 28,571,450 shares are issuable upon conversion of
Company Preferred Stock; and (iii) 200,000,000 shares of
Preferred Stock, par value $.01 per share, of the Company,
of which 1,142,858 shares have been designated Series A
Pmicipating Convertible Preferred Stock (the "Company
Preferred Stock™ and, tﬂ.mummmm

Stock, the "Company 1 Stock®) and are issued and
outstanding, all of are duly authorized, validly
issued, fully paid and nonassessable and not subject to

preemptive rights created by statute, the Company's
Certificate of Incorporation or Bylaws or any agreement to
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whiahth-myisumtynrbyvhmhth-mi-

utt-r.nolhnrnotthnmiulltukotmcﬂpuwm
authorized, issued or outstanding, or reserved for any other
purpose wm-m-maptm,murmrmu
- (incl s Tight of first refusal, buy-sell,
registra “nr- mriqhtg,mnu, m-mu“or
1ummmnmmummm‘gi
smm;-mwm:uumnumtom
mummiu1mumm, of its

g

Subsidiaries or any such Person or obl or » could
ohligate the or any of its Subs to grant,
ivsue or sell any of capital stock of the Company,

mrut-iummumminmmmy
wiummmtummm,wﬂh,luu,
license or otherwise. Except as described in Section 4.2(b)
of the Company Disclosure Letter, the Company has no
outstanding bonds, debentures, notes or other ob tions
the holders of which have the right to vote or that are
convertible into or exercisable for securitles having the
right to vote with the stockholders of the on
matter. Except as set forth in Section 4.2(b) of the
Mnmm,Mm,Mﬁ-Mof
£ tru-t:no:h:th-rnqrcﬂmuur s
th respect voting of Company Capita
Stock. Except as set forth on SBection 4.2 of the
Disclosure Letter, none of the Company, its Subsidiar or

impedes the current or contemplated business or operations
of the Company or any of its Subsidiaries or would apply to
;m._imr or any of its Affiliates following the Effective

4.3 ln_ﬂnﬁ.y.m Except as set forth in Section
4.3 of the Company Disclosure Letter, subject to obtaining
the Company Consents (as defined in Section 4.6), the
execytion and delivery of this Agreement and each of the
Transaction Documents to which the Company is mbym
mlﬁdm,mmmwdghttr e

and thereby compliance w

ttrumh-rwf wm: will not, conflict with, or result
in any violation of or default (with or without notice or
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lapse of time, or both) under, or give rise to a right of

t tion, cancellation or acceleration of any ob igation
or to loss of a material benefit under, or to increased,
additional, accelerated or guaranteed rights or entitlements
of any Person under, or result in the creation of any
mwmhrlm: t:puu any otith- properties or l:lmtﬂfithl
Cc-pan{ or SBubsidiaries under any provision o the
Certificate :

document of ::n mnt!.m, ’;uhmwim (i1) ooy
o or any note
bond, ige, indenture or deed of trust M.g uuui-
debt or any s lease, .contract, o_itl-nt, permit,

concession, franchise,’ agreement or other binding _
arrangement to which the Company or any of its Subsidiaries
is a party or by vhich any of them or their respective
properties or assets are bound, incl any Franchise,
(111) any judgment, order, writ, inj or decree of any
court, govermmental body, administrative or
arbitrator licable to the Company or any iai or
their ve properties or assets as of the date 4
or (iv) any law, statute, rule, regulation or judicial or
administrative decision applicable to the Company or any
Subsidiary, except in the case of clauses (ii) and (iv),
such conflicts, viclations and defaults, on,
cancellation and acceleration rights and entitlements and
Encumbrances that in the aggregate would not hinder or
impair the consummation of the transactions contemplated
hereby or have a Material Adverse Effect with respect to the

Company.

4.4 Yote Required. The Stockholder ls are
thaonlyvo{.ulnrth-holdnﬂofmyomlm&-m of
Company Capital Stock necessary or required (under
Applicable Law or otherwise) to this Agreement and
the transactions contemplated .

4.5
Advisor. (a) The Board of D rs at a mee duly
called and held, has by unanimous vote of those
present (who constituted 100% of the directors then in
office) (1) mmtthuhmmntmm
transact contemplated hereby, luding the Merger, are
fair to and in the best interests of the stockholders of the
Company and has approved the same, and (ii) resolved to -
recommend that the holders of the shares of Company Capital
Stock adopt this Agreement and the transactions contemplated
hereby, including the Merger.
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(b) The Company has received the opinions of
(i) Lazard Freres & Co. LLC, dated February 27, 1996, to the
ofttgt.:h;:, as :g the dattu h-mratth- uumiderttion to be
receiv the holders of shares Company Capital Btock
in the Merger is fair from a financial point of view to such
holders and (ii) Allen & Incorporated, dated
February 27, 1996, to the eff that, as of the date
hereof, the consideration to be received by the holders of
the Class A Common Stock in the Merger is fair from a
financial point of view to such holders. A signed, true and
complete copy of such opinions has been delivared to :

4.6 Consents. Not later than 30 days after the
date of this , the Company shall to
Acguiror a of each Franchise as to which notice to, or
the consent of, a Governmental Authority is required as a
condition to the transfer of control or the right to control
the Pranchise in connection with the transactions
contemplated hereby (all such notices and consents being
"Franchise Consents"). Section 4.6 of the

Disclosure Letter lists each FCC license held g; the Company
or any Subsidiary, other than private mobile radio service
licenses, as to which FCC consent is required prior to the
assignment or transfer of control of such license in
connection with the transactions contesplated hereby (all
such notices and consents being "License Consents™). Except
for (i) the Franchise Consents and License Consents, (1) as
set forth in Section 4.6 of the Company Disclosure Letter,
(iii) compliance with and filings under the HSR Act,

(iv) the filing with the SEC of (A) a proxy statoment under
the Exchange Act relating to the meeting (or meetings) of
the Company's stockholders to be held in connection with the
H-.rg-r,lm Charter Amendment I.l(l:h:b: other transactions
contemplated by this Agreement Proxy Statement®),

(B) any registration statement required to be filed in
connection with any action taken by the Company pursuant to
Section 7.7 and (C) such reports under the Exchange Act as
may be required connection with this Agreement and the
transactions contemplated hereby, (v) the filing of the
Certificate of Merger with the Secretary of State of the
State of Delaware and appropriate documents with the
relevant authorities of cther states in which the Company is
qualified to do business, (vi) such filings and approvals as
may be required by any applicable state securitias, "blue
sky" or takeover laws, (vii) such filings in connection with
any state or local tax which is attributable to the
beneficial ownership of the Company's or its Subsidiaries'
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real property, if any (collectively, "Gains Taxes"), and
(viii) such filiﬂﬂ’l as may be roqun' >’

assumption by the Acquiror of the Social Contract (including
all Systems and communities enccapassed thereby) between the
Company and the FCC, as approved by Memorandux Opinion and
Order released August 3, 1995 (Fcc $5-335) (the "Social
Contract Order™) Mumhnﬂitiﬁmtmhyn
Social Contract Amendment that is substantially
similar to that which the Company has provided to Acquiror
(the "Social Contract Amendment®) (such notice and consent
being the "Social Contract Consents®) (the items in clauses
(i) through (vi) being collectively referred to herein as
® Consents”), no consents, approvals, licenses,
permits, orders or authoriszations of, or registrations,
declarations, notices or filings with, any Governmental
Authority or any Third Party are required to be obtained or
nﬂ:{orvzthmthmwormyor its
Subsi ies on or prior to the Closing Date in connection.
with (A) the execution, delivery and performance of this -
Agreement or any of the Transaction Documents to which the
contamplated Bareky and Coorsny ox tha'tabins By tos compary
or
of any other action contemplated hereby or thereby, (B) the
cont.l.nnj.nr validity and effectiveness of (and prevention of
any material default under or violation of the terms of) any
Franchise or any other material, license, permit or
authorization or any material contract, agreement or lease
to which the Company or any Subsidiary is a party or (C) the
conduct by the Company or of its Subsidiaries of their
respective businesses follow the Closing as conducted on
the date hereof, which, if not obtained or made in
connection with clauses (A), (B) and (C), would have a
Material Adverse Effect with respect to the Company. -

4.7 Compliance; No Defaults. (a) Except as set
forth in Section 4.7 of the Disclosure Letter,
neither the Company nor any of its Subsidiaries is in
violation of, is, to the Knowledge of the Company, under
investigation with to any violation of, has been
given notice or been wvith violation of, or failed to
comply with any statute, law, ordinance, rule, order or
regulation of any Governmental Authority (including but not
limited to the Social Contract Order, as amended) applicable
to its business or operations ("Applicable Laws"), except
for viclations and failures to comply that would not have a
Material Adverse Effect with respect to the Company. Except
as set forth in Section 4.7 of the Company Disclosure

as
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Letter, the Company and its Subsidiaries have all permits,
licenses, variances, exemptions, orders and approvals of all
Governmental Authorities ("Permits") which are material to
the operation of the businesses of the Company and its
Subsidiaries, taken as a whole.

(b) Neither the nor any of its
Subsidiaries is in default or v tion (and no event has
occurred which, with notice or the lapse of time or both,
would constitute a default or vioclation) of any term,
condition or provision of (i) its Certificate of
m;:nuun, as amended, or Bylaws or other comparable

tional document or (ii) any note, bond, mortgage,

license, agreement or other instrument or
m:mmumwmumoriummuxu
ilnﬂlrl or by wvhich the Company or any of its

or any of :erupwunprwuuorm
uylnhaund. in the case of clause (ii), for
defaults or viola uhiuhinthnmrmhmlﬁmthnn
a Material Adverse Effect with respect to the Company.

4.8 EEC Documents: Undisclosed Liabilities.
(a) The Company has made available to Acquiror a true and
complete copy of each report, schedule, roi:lm:l:ion
statement and definitive proxy l‘bl‘b.llnt led by the
Company with the SEC since January 199 (as such
dmtlhlvllimthltinutﬂnirﬂl.wh-mm,
the "Company SEC Documents®), which are all the documents
(other than prel proxy materials) that the
was required to file with the SEC since such date. As of
their respective dates, the Company SEC Documents {l.nuludinq
any financial statements filed, to be filed or
have been filed as a part thereof) complied in all lttu'hl
rmtsviththnrquirmtsotthomitiuhtorth-
Exchange Act, as applicable, nndth-mlnlndrmhﬂm
of the SEC thereunder applicable to such
M,mmutmwmmmm
any untrue statement of a material fact or omitted to state
a materizl fact required to be stated therein or neceasary
to make the statements therein, in light of the
circumstances under which they were made, not misleading.
The financial statements of the incl.udodi.nth-
Company SEC Documents comply as to form in all material
respects with applicable accounting requirements and with
the published rules and regulations of the SEC with
thereto, have been in accordance with GAAP applied
on a consistent basis during the periods involved (except as
may be indicated in the notes thereto) and fairly present
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(subject, in the case of the unaudited financial statements,
to normal, recurring audit adjustments, which were not
individually or in the aggregate material) the consolidated
financial position of the Company and its consolidated
Subsidiaries as at the dates thereof and the consulidated
:mmlm their operations and cash flows for the periocds

its consolidated Subsidiaries or in the notes, exhib or
schedules thereto.

PR o Pt ot g g i
Company Documents or .9 0

Disclosure Letter, thwnmmmurrm-dir:n:ﬂmu
affecting the Company or any of its Subsidiaries or their
respective properties or assets pending or, to the Knowledge
of the Company, threatened against the Company or any of its
Subsidiaries, that individually or in the aggregate could
(i) have a Material Adverse Effect with respect to the
Company or (ii) as of the date hereof, prevent, materially
hinder or delay the consummation of the transactions
contemplated this Agreement or the Transaction Documents
or seek to limit the ownership or operation of the

by Acquiror. Except as set forth in Section 4.9 of the
Company Disclosure Letter, neither the nor any of
its Subsidiaries is a party or subject to or default
under any judgment, order, injunction or decree of any
Governmental Authority vﬁpuubh to it or to its respective
properties or assets, ch judgment, order, . injunction,
decree or Jefault thereunder constitutes a Material Adverse
Effect with respect to the Company. : _

4.10 Taxes. (a) Except as set tu:;th in Section
4.10(a) of the Disclosure Letter, (i) all Federal,
state, iocal and foreign Tax returns, declarations and

reports ("Tax Returns") required to be filed by or on behalf
of the Company or any of its Subsidiaries have been filed on

a timely basis with the a iate Govermmental Authorities
in all jurisdictions mﬁuhluchruhtummrmlrﬁ
to be filed (after giving effect to any valid extensions of
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time in which to make such filings), except for Tax Returns
as to which the failure to file would not individually or in
aggregate have a Material Adverse Effect with respect to
+ and all such Tax Returns were true, correct and
ua-:ll,;tcmm all nt-:;hl ruﬁlmu; (11) mlmut: due and
payable raspect of such X Returns uding interest
and penalties) have been y and ¢t Yy paid or are or

will be adequately providéed for in the iate financial
statements of the Company and its Subs ies, except for
amounts the failure to pay would not have a Material Adverse
Effect with to the Company; (iii) no waivers of

statutes of limitations have been given or requested with
respect to the Company or any of its Subtsidiaries in
connection with any Tax Returns covering the Company or any
of its Subsidiaries with respect to income or frarchise
Taxes or other material Taxes payable any of them; and

(iv) each of the and its Subs ies has duly and
timely withheld from salaries, wages and other compensation
of its employees and paid over to the riate taxing

authorities all amounts required to be so withheld and paid
over for all periods not barred by applicable statutes of
limitations under all Applicable Laws, except for amounts as
to which the failure to withhold or pay would not have a
Material Adverse Effect with respect to the Company.

(b) Except as set forth in Section 4.10(b) of the
Company Disclosure Letter, all deficiencies asserted or
assessments made in an amount in excess of $300,000 by the
IRS or any other taxing authority of the Tax Returnc of or
covering the Company or any of its Subsidiaries have been
fully paid or are or will be adequately provided for in the
appropriate financial statements of the Company and its
Subsidiaries.

(c) Except as set forth in Section 4.10(c) of the

Disclosure Letter, neither the Company nor any of
its subsidiaries nor any other Person on behalf of the
Company or any of its Subsidiaries: (i) has filed a consent
pursuant to Section 341(f) of the Code or agreed to have
Section 341(f) (2) of the Code apply to any disposition of a
subsection (f) asset (as such term is defined in Section
341(f) (4) of the Code) owned by the Company or any of its
Subsidiaries; (ii) has executed or entered into a closing
agreement pursuant to Section 7121 of the Code or any
predecessor provision therecf or u:I similar provision of
state, local or foreign law; or (iii) has agreed to or is.
required to make any adjustments t to Section 481(a)
of the Code or any similar provision of state, local or

e
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foreign law by reason of & change in accounting method
ﬁtﬁ by the mcolpany or any g:h.tts Subsidiaries nor to

edge of Company (wh for purposes of this
Section 4.10 shall include the tax director) has the IRS
proposed any such adjustment or change in accounting method,
or has any application pending with uLtlxi.ng autherity
requesting permission for any changes accounting methods
that relate to the business or operations of the Company or
any of its Subsidiaries.

(d) Except as set forth in Section 4.10(d) of the
Company Disclosure Letter, none of the assets of the
and its Subsidiaries is property required to be treated as
be owned by another Person pursuant to the provisions of
on 168(f) (8) of the Internal Revenue Code of 1954, as
the Tax Raformiiet AE#e0 4t 15 Yok svamit Brs e
the orm Act of 1986 or t use property"
within the meaning of Section 168(h) (1) of ths Code.

(e) The Federal income Tax Returns of the Company
and its Subsidiaries, any of their predecessors or any :
affiliated group of which the Company or any of its
Subsidiaries is or was a member have been examined by the
IRS, or the periods covered by such Tax Returns have been
closed by applicable statute of limitations, for all periods
through December 31, 1991, except to the extent such Tax
Returns may be examined for the purpose of determining louss
or credit carryforwards to a year not so closed. The state
m«zmmmmammm:y
Subsidiaries, any of their predecessors or any affiliated,
combined or unitary group of which the Company or any of its
Subsidiaries is or wvas a member have been examined by the
relevant taxing authorities, or the iods covered by such
Tax Returns have been closed by appl le statute of
limitations, in each case through at least December 31,
1991, except to the extent such Tax Returns may be examined
for the purpose of determining loss or credit carryforwards
to a year not so closed.

(£f) Except as set forth in Section 4.10(f) of the
EEWDMI.W Letter, (i) no Tax audits or other
istrative proceedings are pending with to any
Taxes for which the Company or of its Subsidiaries may
be liable and (ii) no written notice of any such audit has

been received by the Company or any of its Subsidiaries.
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‘ (g) As of December 31, 1995, the Company had net
operating loss carryforwards for Federal income tax purposes
of no less than $900 million.

(h) Except as set forth in Section 4.10(h) of the
Disclosure Letter, neither the Company nor any of
its Subsidiaries is a party to or bound by any agreement
providing for the allocation or sharing of Taxes.

(1) Except as set forth in Section 4.10(i) of the

Company Disclosure Latter, since January 1, 1989 neither the

.m?;a"’"“‘“ cactilisted groe e e v
was from, any group” (as def

Section 1504 of the Code) other than (i) in a transaction in

which the common parent of such affiliated vas
acquired or (ii) the affiliated group in m Company
is the common parent.

(3) Except as set forth in Section 4.10(j) of the
Company Disclosure Letter, the ormance of the
transactions contemplated by Agreement will not (either
alone or upon the occurrence of any additional or subsequent
event) result in aay payment that would constitute an

“excess parachute payment" within the meaning of Section
280G of the Code. :

(k) The Company and each of its Subsidiaries is
S oo ot Lospete Secosing' . sonices States vl iy
s c a tes
muw corporation® within the meaning of Section 897(c) of
Code.

4.11 .I‘nla.u-.mnﬁt (a) Section 4.11(a) of
the Company Disclosure Letter lists all "employee benefit
plans,” as defined in Section 3(3) of ERISA, and all other
deferred compensation, bonus or other incentive
compensation, stock purchase or other Egquity Appreciation
Rights Plans, severance pay, salary continuation for
disability or other leave of absence, ylemental
unemployment benefits, lay-off or reduction in force, change
in control or educational assistance arrangements or :
policies for which the Company or of its Subsidiaries
has any material obligation or liability (each a "Benefit
Plan® and collectively, the "Benefit Plans"), i.nulud!.ng but
not limited to, any individual benefit arrangement, policy
or practice with respect to any current or former officer,
employee or director of the Company or any of its
Subsidiaries.
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(b) Section 4.11(b) of the Company Disclosure
Letter lists, separately for each foreign country, all
Benafit Plans covering employees of the Company and its
Subsidiaries who are employed outside of the United States
("Foreign Benefit Plans").

(c) The Company and its Subsidiariex have
delivered to Acquiror correct and complete copies of all
Benefit Plans, and, where applicable, each of the following
documents with respect to such plans: (i) any amendments,
(ii) any related trust documents, (iii) the two most
recently filed IRS Forms 5500 with all attachments thereto,
(iv) the last IRS determination letter, (v) the most recent
summary plan descriptions and summaries of material
modifications, (vi) the last actuarial valuation report and
(vii) written communications to employees to the extent the
substance of the Benefit Plans described therein differs
llf-ﬂl-'ilul' from the other documentation furnished under this
Section.

(d) Except as disclosed in Section 4.11(d) of the

Disclosure Letter, none of the Benefit Plans is
lubg.cttotimﬂ'otm:rmimilzotmm, and

the Company and its ERISA Affiliates from time to time have
not within the ing six years had any obligation to
make any contr ion to a retirement plan subject to Title
IV of ERISA or incurred any liability (contingent or
otherwise) under Title IV of ERISA and neither the Company,
its Subsidiaries nor of its ERISA Affiliates has any
actual or potential obligation or liability to any
multiemployer plan (as defined in SBection 4001(a)(3) of
ERISA) . -

(e) Each Benefit Plan, including any associated
trust, intended to qualify under Section 401 of the Code
dOfl S0 qualify. :

(f) Except as disclosed on Section 4.11(f) of the
Company Disclosure Letter and except as would not have a
Material Adverse Effect with respect to the Company, the
Benefit Plans have been maintained and administered in
accordance with their terms and with the provisions of
ERISA, the Code and other Applicable Laws.

(g) There are no pending or, to the Ccmpany's
Knowledye, gwrtlr threatened nutim.'chm or lawsuits

that have been asserted or instituted against any of the
Benefit Plans, the assets of any of the trusts under such
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plans or the plan r, plan administrator or fiduciary
of any of the Benefit Plans with res to the operation of
such plans (other than routine benefit claims) that
individually or in the aggregate could have a Material
Adverse Effect with respect to the Company.

)
provide, and are not obligated to provide, retiree life

with the Company or any Subsidiary, except as may
rquirodnndnrl.atlnnl“blotth‘ﬁcﬂmdhrtﬁo!
Subtitle B of Title I of ERISA or as disclosed in Bection
4.11(h) of the Company Disclosure Letter.

Except as disclosed in Section 4.11(1) of the

Coupany Diu Letter and except with
payments under the Equity Appreciation Rights rhnl that
will be paid or satisfied by the Company on or prior to
Closing of all estimated payments, neither the executi~n and
delivery of this Agreement nor the consummation of the
transactions contemplated will (i) result in any
payment becoming due to any emp tmtortnm]of
the Company or any Subsidiary, (i1) mibuaﬂu
othnrviupnylbumlnymitl'm::r( ) result in
the acceleration of the time of payment or the vesting of
any benefits under any Benefit Plan. mcwmm
d-li.ﬂr-atomirnrlm. of all estimated

to be made under each Eguity Appreciation Rights P on or
prior to the Closing. * ty tion Rights Plans"
are all plans or arrangements ma ined by the or

any of its Subsidiaries that provide for a benefit

upon the issuance of stock, restricted stock -toukoptim
phantom stock or other ty appreciation rights

incentive awards, by the book, t-i.r lu:klt or

tormhnlmotllhlztotltoako!thnm

(§) Except as disclosed in’ Section 4.11(j) of the
Disclosure Letter, (i) no employee of the Company or
any Subsidiary will be lntit.hd to any severance payments

upon the sale of the or any Subsidiary, or any
divisions or business ts thereof, absent an employee's
actual loss of employment and (ii) none of the executives of

the Company or any Subsidiary are eligible to receive any
mtmt}.nn hnm D tth:r

re or arrangement o Company or any
of its MubeiGlariss.
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(k) Except as disclosed in Schedule 4.11(k) of
the t:oley Disclosure Letter, th:“on-ut.d benefit
obligation of the Company or any idiary (as calculated
using actuarial assumptions used to calculate liabilities
under FAS 87 with respect to post-employment benefits
accrued) under each Benefit Plan that is a defined benefit

pension plan is fully funded by assets of such plan or by an
adequate reserve on the applicable balance sheet of *he

Company or any Subsidiary. :

4.12 Cable Television Franchises. (a) BSection
::1':13 of the Company zolulnn'ln Letter lmiforth a list of
area and FCC community unit(s) served, (ii) the name of the
legal entity that owns such System and holds the applicable
franchise, as well as the identity, owrership inter:st and
relationship to the ,itlnx,otudhmotmy
interest in such legal ty, (i1ii) as of December 31,
1995, the number of Homes Passed and Subscribers served by
such System, and (iv) the names and addresses of the
Governmental Authorities issuing the franchises and/or
implementing such ordinances. By no later than 30 days
after the date of this Agreement, the Company shall furnish
to Acquiror a complete and accurate list and copy of all of
the franchise agreements and similar agreaments,
W' rmlutt;..onl, statutes or mﬂ-trlnnhiu;n
re ordinances t are used, necessary or reguired
order to operate, or to which the Company or its
Subsidiaries are subject by reason of their ogcrlt.:l.nn of,
the Systems (individually as to each System, its "Franchise"
and collectively, the "Franchises®), and, as of December 31,
1995, the number of Homes Passed and Subscribers served by
the Systems by Franchise. The Systems listed in Section
4.12 of the Company Disclosure Letter represent all of the
"cable television systems™, as defined in Section 602(7) of
the Cable Act, owned and operated by the Company and its
Subsidiaries in the United States. The Franchises and any
related regulatory ordinances contain all material
commitments, obligations and rights of the Company and its
Subsidiaries with respect to each of the Governmental
Authorities granting such Franchises, in connection with the
construction, ownership and operation of the Systems. The
Franchises enable the Company and its Subsidiaries to
operate, and, subject to obtaining the Franchise Consents
and License Consents, immediately following the Closing will
enable the Surviving Corporation and its Subsidiaries to
continue to cperate all of the Systems as and vhere they are
presently operated. To the Knowledge of the Company, each
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Franchise is valid under all Federal, state and local laws
and is validly held by the Company or its Subsidiaries, as
the case may be. The and its Subsidiaries have
complied with the material terms and conditions of the
Franchises and the same will not be subject to revocatien or
nonrenewal as a result of the execution and delivery of this
Agreement or the Transaction Documents, or the consummation
of the transactions contemplated hereby and thereby, subject
to obtaining the Pranchise Consents and License Consents.
Except as set forth in Section 4.12 utth-cu-pca
Disclosure Letter, there are no lawsuits, revocation
proceedings or disputes with respect to of the
Franchises or Systems that material affect right
ntth-cmwormyiuhuuryuwntnnlntu, and no
Governmental Authority or other Person has notified *he
Company or any of its Subsidiaries in writing of its
intention to conduct or initiate the same. Neither the
Company nor any of its Subsidiaries has received any written
notice that any such Franchise is under consideration to be
revoked nor, except for Franchises that are subject to
renwwal negotiations, to be modified in any material

respect.

(b) Except as set forth in Section 4.12 of the
Company Disclosure Letter, no Person other than certain .
municipalities (a list of which will be provided no later
than 30 days after the date of this Agreement) has any right
to acquire any interest in any of the Systems. or to
designate any other person or ent) to acquire any interest
in any of the Systems (including, without limitation, any
right of first refusal or similar right to purchase an!
interest in the Systems), which right has not been val dly,
properly and irrevocably (except for the right to revoke
such waiver only if this Agreement is terminated pursuvant to
Articl: IX hereof) waived by the party entitled to assert
such right. ;

(c) Section 4.12 of the Company Disclosure Letter
lists the date on which each Franchise will expire or has
expired. Except as set forth in Section 4.12 of the oa-my
Disclosure Letter, there are not now pending any proceedings
of any Govermmental Authority with respect to any proposal
for renewal of any Franchise. There exists no fact or
circumstance that makes it likely that any Franchise will
not be renewed or extended on commercially reasonable terms.
Except where the Company or its Subsidiaries are proceeding
under informal renewal procedures as provided for by the
Cable Act, the Company and its Subsidiaries have timaly
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filed with the appropriate Governmental Authority all
appropriate requests for renewal within 30 to 36 months
under the Cable Act. Section 4.12 of the Company Disclosure

Section 4.12 of the Company Disclosure Latter, as to any

established pursuant thereto, and the and its
Subsidiaries have submitted to the FCC all f lings that are
required under the rules, orders and lations of the Fcc
or other Governmental Authorities with jurisdiction. Except
as set forth in Section 4.12 of the Company Disclosure
Letter, the operation of the Systems has been, and ig, in
compliance with the rules and tions of the PCC or
other Governmental Authorities with jurisdiction and the

and its Subsidiaries have not received any written
notice from the FCC or other Governmental Authorities with
jurisdiction with respect to any material violation of its
rules and regulations or from any other Governmental
Authorities with jurisdiction with respect to any material
viclation of any Franchise.

cont-anma{*JopSee 55 SR 0TS0t Lo sach ratevane
-annual report period, Company - y £

with the United States Copyright Office all required
Statemants of Account in true and correct form in all
material respects, and has paid when due all required
copyright royalty fee payments in the correct amount,
relating to the Systems' carriage of television broadcast
signals and appropriately classifying the applicable tiers
on.which the Systems carry television broadcast signals. To
the Company's Knowledge, cu-ri.aga of all broadcast signals
is in compliance with the Copyright Act of 1976, as amended
(the "Copyright Act"™) and the @8 and regulations of the
Copyright Office and is eligible for the compulsory license
under Section 111 of the Copyright Act. Except ar set forth
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in Section 4.12 of the Company Disclosure Letter, neither

the nor any of its Subsidiaries has received any
inquiry from the ight Office or any Third Party
challenging or guest the information submitted in any

Statement of Account or the amount of any royalty payment,
for which the Company has not provided adequate reserves in
its reasonable business judgment, nor are the Company or its
Subsidiaries aware of any basis for such inquiry. Except as
set forth in Section 4.12 of the Company Disclosure Letter,
to the Company's Knowledge, no claim or copyright

infr has been made against the Company or any of its
Subsi. 1uthathumtbun-m1-d.nor1:myauch
clain pending or threatened.

(f) Other than as set forth in Section 4.12 of
the Company Disclosure Letter, neither the nor any
of its Subsidiaries is subject to any rcc prm.d{nl
challenging the rights of the Company or its Subsidiaries to
carry or not carry any signal, nor has the Company or any of
its Subsidiaries received any written notice or dumand to
carry or not carry any signal, the carriage or non-carriage
of which could have a material adverse effect on any System.

(9) The Systems (other than the Recently Acquired
Systems) are, and have been, operated in material compliance
with the Social Contract Order and the Company and its
Subsidiaries have submitted to the FCC and any relevant
Governmental Authority all forms, notices and other written
material required thereunder for implementation of the
Social Contract. Each such £iling has been prepared and
filed in compliance with the Social Contract Order and is
complete and accurate in all material respects. Neithar the
Company nor any Subsidiary has received written notice from
the FCC as to any non-compliance with the Social Contract
Order. The Company shall use its reasonable best efforts to
seek amendment of the Social Contract Order to bring the
Recently Acgquired Systems under terms substantially the same
as those contained in the proposed Social Contract

(h) Section 4.12 of the Company Disclosure Letter
lists aach of the Governmental Authorities that (i) has been
certified by the FCC pursuant to 47 C.F.R. § 76.910 to
regulate Basic Cable Service and associated equipment of a
System or (ii) has petitioned the FcC to regulate the rates
for Basic Cable Service and associated equipment pursuant to
47 C.F.R. § 76.913; Section 4.12 of the Company Disclosure
Letter also lists cach complaint filed against cable
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Programming Service rates on FCC Form 329 that has not been
settled by the Social Contract Order. Of those listed, the
Form 329 complaints pertaining to the Recently Acquired
Systems :ould be settled by the proposed Social Contract
Amendment.

(i) To the extent that the Company's and/or its
Subsidiaries' rates have not been settled pursuant to the
Social Contract or would not be settled by the proposed
Social Contract Amendment, the Company and/or its
Subsidiaries are in compliance in all material respects with
FCC rate requirements.

Diiz) Except as set fﬂtth é:.SQctinn 4.12 of the
Company losure Letter, neither Company nor any of
its Subsidiaries (x) is under any investigation by the FCC
or any Governmental Authority with respect to uny of its
rates for Basic Cable Service or any Cable Programami
Service (including but not limited to rates for associated
equipment) or (y) is a party to any ing before the
FCC or any other Governmental Authority the collective
outcome of which could result in the Company or any of its
Subsidiaries being ordered to make refunds to Subscribers in
excess of $2,000,000 (exclusive of potential Social Contract
Amendment refunds) or reduce the rates currently charged to
Subscribers when netted against any increases to wvhich the
Company is entitled.

(k) Section 4.12 of the Company Disclosure Letter
lists each System, and the Franchise(s) by which it is
authorized, that is subject to effective competition (as
that term is defined in Section 623(1) (1) of the Cable Act)
and the basis for the Company's determination that the
System operating under that Franchise is subject to
effective competition.

4.13 Environmental Matters. Except as set forth
in Section 4.13 of the Company Disclosure Letter:

(1) the operations of the Company and its
Subsidiaries are in material compliance with all applicable
Environmental Laws;

(1i) to the Company's Knowledge, all real
property owned, operated or leased by the Company and its

Subsidiaries are free from contamination by any Hazardous
Material that is reasonably likely to result in
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Environmental Costs and Liabilities to the Company in excess
of $2,000,000;

(iii) to the Knowledge of the Company, the
and its Subsidiaries have obtained and currently
maintain all material Environmental Permits necessary for
their operations and are in material compliance with guch
Environmental Permits;

(iv) except to the extent such matters are the
subject matter of other _ tations and wvarranties of
mmmmﬁ, there are no Legal Proceedings
or Environmental Claims pending, or to the Knowledge of the
Company, threatened against the Company or its Subsidiaries
alleging the violation of any Environmental Lawv or asserting
claims regarding Environmental Costs and Liabilit'es under
any Enviromnmental Law;

(v) neither the Company nor its Subsidiaries nor
to the Knowledge of the Company, any predecessor of the
Company or its Subsidiaries or any owner of premises leased
or operated by the Company or its Subsidiaries with respect
to such property, has filed any formal notice under Federal,
state. local or foreign law indicating past or present
generation treatment, storage, or disposal of or reporting a
Release of Hazardous Material into the environment; and

(vi) to the Knowledge of the Company, there is
not now, mrmthcrnbuninth-put,b;néhinornndarmy
real owned, leased or operated @ Company or
its Subsidiaries (A) W storage tanks, above-
ground storage tanks, d or impoundments, (B) any friable
asbestos-containing materials or (C) any polychlorinated
biphenyls which, in each case, is material to the operation
of its business at such real property.

4.14 Labor. (a) Except as set forth in Section
4.14(a) (1) of the Company Disclosure Letter, neither the
Company nor any of its Subsidiaries is a party to any labor
or collective bargaining agreement and there are no labor or
collective bargaining agreements that govern the terms and
conditions of employment with the Company or its
Subsidiaries with respect to employees of the Company or its
Subsidiaries. Section 4.14(a)(2) of the Company Disclosure
Letter lists all employment, management, consulting,
management retention or other personal service, or
compensation agreements or arrangements covering one or more
non-employees (including severance, termination or change-
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of-control arrangements) and all material employment,
management, consulting, management retention or other
perscnal service, or compensation agreements or arrangements
covering one or more employees ( including severance,
termination or change-of-control enents) in each case,
entered into by the Company or any of ts Subsidiaries and a
Copy of each such agreement has been delivered to Acquiror.

DI.;::]'. Except as set tnrt.l; in m::l.:;:.ol.u(h) of the
Company osure Letter, no employees o Company or
any of its Subsidiaries are represented by any labor
organization; no labor organization or group of employees of
:lu or any of its s“""’“"""',ﬂt' nade a

emand t the Company or any Subs Zor
mi:ﬂn. and there are no nmntlu.z Proceedings or
petitions seeking a representation proceeding presently
pending against or, to the knowledge of the Company,
thrutmuhhrwqhtortildwummmn:(ormy
Subsidiary, with the National Labor Relations Board or other
labor relations tribunal; there is no orglnir.iug activity
involving the Company or any of the Subsidiaries pending or,
to the Knowledge of the Company, threatened by any labor
orqlisi;nti.m or group of employees of the Company or any its
Subsidiaries.

(c) There are no (i) strikes, work stoppages,
slovdowns, lockouts or arbitrations (in the case of
arbitrations which if adversely decided would reasonably be
expected to involve the payment of damayes of more than
$500,000) or (ii) material grievances or other material
labor disputes pending or, to the Knowledge of the "
thrntmdmimtnrimlvmgth-mnyermyot ts
Subsidiaries. There are no unfair labor practice charges,
grievances or complaints pending or, to the Knowledge of the
Company, threatened by or on behalf of any employee or group

of employees of the Company or of its Subsi ies that
individually or in the wt:n{nwlvu more than $500,000.

(d) Except as set forth in Section 4.14(d) of the
Company Disclosure Letter, there are no material laints,
ch or claims against the Company and its Subsidiaries
p-;;m or, to the Knowledge of the Company, threatened to
be brought or filed with any Governmental Authority or in
which an loyee or former employee of the Company or any
of its Subsidiaries is a party or a complainant based on,
arising out of, in connection with, or otherwise relating to
the eapl t or termination of -lglmt by the Company
or a Subsidiary of any individual, including any claim for
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workers' compensation or under the Occupational Safety and
Health Act of 1970, as amended. In the aggregate, the
complaints and charges set forth in Section 4.14(d) of the
Company Disclosure Letter would not have, singly or in the
aggregate, a 3“:.;1 Adverse Bmct with respect to the
Company even aa were resol adversely to the

and its Subsidiaries. rERgRRY

R R vy
employees o @3 have not been
in material violation of the Federal Fair Labor Standards
Act or any other Applicable Law dealing with such matters.

(f) The Company and its Subsidiaries are in
material compliance with all Applicable Laws realating to the

FCC~- 1 1 ity Commigzi
: mwmmw gsion standards and

employment or termina employment of labor (including,
but not limited to, leased workers and independent
contractors), including all such Applicable Laws and WARN
relat to wages, hours, collective bargaining, employment
discr tion, civil rights, safety and health, workers'

compensation, pay equity and the collection tn:‘fnmnt of
withholding and/or social security taxes and similar Taxes.

4.15 Absence of Changes or Events. Except as set
forth in Section 4.15 of the Company Disclosure Letter or
disclosed in the Company SEC Documents, since the date of
the most recent audited financial statesents included in the
Company SEC Documents, the Company and its Subsidiaries have
operated their respective businesses only in the ordinary
and usual course and in substantially the same manner as
previously conducted and there has not been:

(1) any damage, destruction or loss with respect
to the properties or assets of the Company or its
Subsidiaries whether covered by insurance or not, which
has had or would have, individually or in the
aggregate, a Material Adverse Effect with respect to

the Company;

(ii) any change, occurrence or circumstance that
had a Material Adverse Effect with respect to the

Company ;

(1141) change in the accounting principles,
methods, practices or procedures followed by the
Company in connection with the business of the Company
or any change in the depreciation or amortization .
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policies or rates theretofore adopted by the Company in
connecticn with the business of the Company and its
Subsidiaries;

(iv) any declaration or payment of any dividends
or other distributions in respect of the outs !
shares of Capital Stock of the Company or any of its
Subsidiaries (other than dividends declared ar paid by
wholly-owned Subsidiaries);

(v) any split, combination or reclassification of
the Company's capital stock or any issuance of shares
of capital stock of the cu.pnnI or any Subsidiary or
any other change in thni:uthnr zged capitalization of
the Company or any Subsidiary, excent as contemplated
by this Agreement;

(vi) any repurchase or redemption by the Company
of shares of its capital stock or any issuance by the
Company of any other securities in exchange or in
substitution for shares of its capital stock except
pursuant to employee benefit plans, programs or
arrangements in existence on the date hereof, in the
ordinary course of business consistent with past
practice; or '

(vii) any grant or award of any options, warrants,
conversion rights or other rights to acquire any shares
of capital stock of the Company or any Subsidiary,
except as contemplated by this Agreement or except
pursuant to employee benefit plans, programs or
arrangements in existence on the date hereof, in the

course of business consistent with past
prlcti“ -

4.16 DUnlawful Pavments and Contributions.
Neither the Company nor, to the Knowledge of the Company,
any of its directors, officers or any of its other employees
or agents has (a) used any Company funds for any unlawful
contribution, endorsement, gift, entertainment or other
unlawful expense relating to political activity; (b) made
any direct or indirect unlawful payment to any government
official or employee from Company funds; (c) violated or is
in violation of any provision of the Foreign
Practices Act of 1977, as amended, in connection with the
Company's and its Subsidiaries' business; or (d) made any
bribe, rebate, payoff, influence payment, kickback or other
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unlawful payment to any Person or entity with respect to
matters pertaining to the Company. =

4.17 l:gkfl..lndrmnnnﬁgm. Neither the
Company nor any of its officers, d ectors or employees has
employed any broker or finder or incurred any liability for
any brokerage fees, commissions or finder's fees in

Company has retained Lazard Freres & Co. LLC and Allen &
Company Incorporated as its financial advisors, whose
rupwtiutul-ndwmuhpuidbyﬂam.
The Company has delivered to Acguiror a copy of the
retention agreement related thereto.

ARTICLE V
REPRESENTATIONS AND WARRANTIES OF ACQUIROR
Acquiror represents and warrants to the Company

5.1 -
(a) Each of Acquiror and its mmiu is a corporation

or partnership duly organized, mm{ existing and in good
standing under the laws of its jurisdiction of incorporation
or organization with all requisite power to enable it to
own, lease and operate its assets and properties and to
conduct its business as currently bein¢ conducted and is
qualified and in good standing to do business in each
jurisdiction in which the nature of the business conducted
by it or the character or location of the properties owned
or leased by it requires such qualification, except to the
extent the failure so to gqualify would not have a Material
Adverse Effect with respect to Acquiror. Complete and
correct copies of the Certificate of Incorporation and
Bylaws, each as amended to date, of Acquiror have been
delivered to the Company. Such Restated Certificate of
Incorporation and Bylaws are in full force and effect.

(b) Acquiror has all requisite corporate power
and authority to execute and deliver this Agreement and the
Transaction Documents to which it is a party and to perform
its obligations hu'lundui- and thnr-ummn? and to oonlmu:-at-
the transactions contemplated hereby thereby.
execution and delivery of this Agreement and such
Transaction Documents and the consummation of the
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transactions contemplated hereby and thereby have been duly
authorized by all requisite corporate action on the part of
iror. This Agreement and each Transaction Document to
Acquiror is a party has been duly executed and
delivered b{ A:T.liro:- and constitutes the legal, valid ana
binding obl v!“ on of Acquiror, enforceable against it in
RaY be 2initad b;t;nmup{my o (e o ppd
may ’ vency, reorganization,
moratorium or similar laws affecting creditoss' rights
E:mn.ur and (ii) as the remedy of specific performance and
junctive and other forms of equitable relief may be
subject to equitable defenses and to the discretion of the
court before which any proceeding therefor may be brought.

5.2 gCapitalization. (a) As of the date hereof,
the authorized capital stock of Acquiror consists of
(1) 2,000,000,000 shares of U § WEST Communications
Common Stock, value $:01 per share ("Communications
S8tock™), of 475,604,443 shares vere iasued and

as of February 23, 1996, all of which are duly

authorized, validly issued, fully paid and nonassessable and
not subject to preemptive rights created by statute,
Acquiror's Restated Certificate of Incorporation or any
agreement to which is a party or by which Acquiror
is bound, (ii) 2,000,000,000 shares of Media Stock, of which
473,225,728 shares vere issued and outstanding as of
February 23, 1996, all of which are duly authorized, validly
isvued, fully paid and nonassessable and not subject to
preemptive rights created by statute, Acquiror's Restated
Certificate of Incorporation or any agreement to which
Angujm:i:amtyurhyvhichmimhm, and
(iii) 200,000,000 shares of Preferred Stock, par value $1.00
per share, of which (A) 10,000,000 shares have been
designated as Series A Junior Participating Cumulative
Preferred Stock, none of which are issued and
and all of which are reserved for issuance in connection
vithrighutopu::hnneo—uniutimltockwrnmtnm
Amended and Restated Rights Agreement, dated as of October
31, 1995 (the "Rights Agreement"), by and between
and State Street Bank and Trust « a8 rights agent,
(B) 10,000,000 shares have been des ted as Series B
Junior Participating Cumulative Preferred Stock, none of
which a~e issued and ocutstanding and all of which are
reserved for issuance in connection with rights to
Media Stock pursuant to the Rights Agreement, and (C) 50,000
shires have been designated as Series C Cumulative
Redeemable Preferred Stock and are issued and outstanding,
all of which are duly authorized, validly issued, fully paid
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and nonassessable and not subject to preemptive rights
created by statute, Acquiror's Restated Certificate of
Incorporation or Bylaws or any Iﬁ.ﬂ.n'l: to which Acquiror
is a party or by which Acguirer bound. As of the date
herecf, the Number of Shares Issuable with Respect to the
InterG Interest (as defined in Bection 2.6.19 of Article
V of Acqu ‘s Restated Certificate of Incorporation) is
:“bo .

(b) Other than as described in the Acguiror Ssc
Documents or in Section 5.2 of the Letter from Acquiror,
dated the date hereof, addressed to the Company (the
“Acquiror Disclosure Letter"), no shares of the capital
stock of Acquiror are authorized, issued or outstanding, or
rmtwwothumm., and there are no options,
warrants or other rights (including registration r ts),
agreements, arrangements or commitments of any cliaracter to
which Acquiror is a party relating to the issued or unissued
capital stock of Acquiror or any obligation of Acquiror to
grant, issue or sell any shares of capital stock of Acquiror
by sale, lease, license or otherwise. Except as disclosed
1nmm£:rmm-mmsm1ms.z of the
Acqguiror D osure Letter, Acquiror no
bonds, debentures, notes or other wlmtlmm' of
which have the right to vote or which are convertible into
or exercisable for securities having the right to vote with
the stockholders of Acguiror on any matter. Except as set
forth in Section 5.2 of the Acquiror Disclosure Letter theare
are no voting trusts or other agreements or understandings
with respect to the voting of the capital stock of Acgquiror.

5.3 HNo Conflicts. Subject to obtaining the
Acquiror Consents (as defined in Section 5.5), the execution
and delivery of this Agreement and each of the Transaction
Documents to which Acquiror is a party do not, and the
consummation of the transactions contemplated hereby and
therahyuﬂauz::mwithmtcmmfmthmt
will not, confl with, or result in any violation of or
default (with or without notice or lapse or time, or both)
under, or give rise to a right of termination, cancellation
or acceleration of any obligation or to loss of a material
benefit under, or to the increased, additional, accelerated
or guaranteed rights or entitlements of any Person under, or
result in the creation of Encumbrances upon of the
properties or assets of M;:Iror under, m! provis of
(1) the Restated Certificate of Incorporation and Bylaws of
Acquiror, (ii) any note, bond, mortgage, indenture or deed
of trust, deed to secure debt or any license, leasa,
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contract, commitment, permit, concession, franchise,
mm t 0:&' athumichhinding Irrmmntito wvhich Acquirer ig
a Yy or any o uprop-r:uarmnuuybc
bound or subject, (iii) any judgment, order, writ,
injunction or decree of any court, governmental body,
administrative agency or arbitrator applicable to Acquiror
or its Jrapu-tl.u or assaets, or (iv) any law, statute, rule,
regulation or judicial or administrative decision applicable
to Acquiroer; in the case of clauses (ii) and (iv),
such conflicts, violations and defaults, ternination,

mmummtmmwuwmum.xor
impair the consummation of the transactions contempiated
hereby or have a Material Adverse Effect with respect to

Acquiror.

5.4 gStockholder Vote. At such time as all
conditions to the Merger have otherwise been satisfied, no
vota of the holders of any class or series of Acquiror's
capital stock not theretofore obtained will be necessary or
required (under Applicable Law or otherwvise) to approve this
Agreement and the transactions contemplated hereby.

5.5 Consents. Except for (i) as set forth in
Section 5.5 of the Acquiror Disclosure Letter,

issued in the Merger (the "Form S-4") and such reports under
the Exchange Act as may be required in connectien with this
and the transactions con lated hereby, (iv) the
£iling of the Certificate of Merger with the Secre of
State of the State of Delaware and appropriate documents
with the i:cltv::t 1::1:!::::;&1:' of other states ;.illu‘hinh the
Company gualif to iness, (v) such ings and
approvals as may be required by any applicable state
securities, "blue sky" or takeover laws, and (vi) such
filings in connection with Gains Taxes (the items in clauses
(1) through (vi) being collectively referred to herein as
"Acquiror Consents"), ho consents, approvals, licenses,
permits, orders or authorizations of, or registrations,
declarations, notices or filings with, any Governmental
Authority or any Third Party are required to be obtsined or
made b{ or with respect to Acquiror in connection with the
execution, delivery and performance of this Agreement or any
of the other agreements, contemplated hereby to which it is a
party or the consummation of the transactions contemplated
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hereby and thereby or the taking by Acquiror of any other
action contemplated hereby or th-ﬂ.b!. which, if not
obtained or made, would have a Material Adverse Effect with

respect to Acquiror.

5.6 mmw Except
forth in Section 5.6 of the Dua{:lur- utt-: i
Acguiror

of, is, to the knowledge of Acquiror, under investigation
with respect to any ‘viclation of, has been given notice or
been charged with violation of, or failed to comply with any
Applicable Laws, except for violations and failures to
comply tht:t would not have a nmh: Mvui.-nu tﬂ!:ct wvith
respect Acquiror. Except as set forth Section 5.6 of
the mrw Disclosure Letter, Acquiror and its

Subs ies have all Permits which are material to the
operation of the businesses of Acquiror and its
Subsidiaries.

(b) Neither Acquiror nor any of its Subsidiaries
is in default or violation (and no event has ococurred which,
with notice or the lapse of time or both, would constitute a
default or viclation) of any term, condition or provision of
(1) its Restated Certificate of Incorporation or Bylaws or
other omnbhigwniutiﬂu document or (ii) ﬂ note,
bond, mortgage, enture, cense, agreament or ar
instrument or obligation to which r or any of its
Subgidiaries is now a party or by ch Acquiror or any of
its Subsidiaries or any of their respective ies or
assets may be bound, in the case of clause (ii), for
defaults or violations ch in the aggregate would not have
a Material Adverse Effect with respect to Acguiror.

5.7 Acguiror SEC Documents: Undisclosed
Liabilities. (a) Acquiror has filed all rnT'n.I.tnd reports,
schedules, registration statements and definitive proxy
statements with the SEC since J 1, 1993 (as such
documents have since the time of tluzr filing been amended,
the "Acgquiror SEC Documents®). As of their respective
dates, the Acquiror SEC Documents (including any financial
statements filed, to be filed or required to have been filed
as a part thereof) complied in all material respects with
the requirements of the Securities Act or the Exchange Act,
as applicable, and the rules and regulations of the SEC
thereunder applicable to such Acquiror SEC Documents, and
none of the Acquiror SEC Documents contained any untrue
statement of a material fact or omitted to state a material
fact required to be stated therein or necessary to make the

56

NYFS03, . . 1\ 3S\TOSI5\ 0026\ 1550AGRD1219. 54




statements therein, in light of the circumstances under
vhich they were made, not misleading. The financial state-
ments of Acquiror included in the Acquiror SEC Documents
comply as to form in all material respects with applicable
accounting requirements and with the published rules and
regulations of the SEC with respect thereto, have been

in accordance with GAAP applied on a consistent
basis during the periods involved (except as may be
indicated in the notes thereto) and fairly present (subject,
in the case of the unaudited financial stateveants, to
normal, rmrlnznmdit adjustments, which were not
individually or the aggregate material) the consolidated
financial position of Acquiror and its consolidated
Subsidiaries as at the dates thereof and the consolidated
mrmlu :: their operations and cash flows for the periods .

ended.

(b) Except as disclosed in the Acguiror SEC
Documents or in Section 5.7 of the Acquiror Disclosure
Letter, as of the date hereof, Acquiror and its Subsidiaries
do not have any material indebtedness, obligations or .
liabilities of any kind (whether accrued, absolute,
contingent or otherwise, and whether due or to become due or
asserted or unasserted) required by GAAP to be reflected on
a consolidated balance sheet of the Acquiror and its
consolidated Subsidiaries or in the notes, exhibits or
schedules thereto.

5.8 Litigation. Except as set forth in the

SEC Documents or .in Section 5.8 of the Acquiror
Disclosure Letter, there are no Legal Proceedings against or
affecting Acquiror or any of its Subsidiaries or their
respective properties or assets pending or, to the knowledge
of Acquiror, threatened, that individually or in the
aggregate could (i) have a Material Adverse Effect with
respect to Acquiror or (ii) prevent, hinder or materially
delay the consummation of the transactions contemplated by
this or the Transaction Documents. Except as set
forth S8ection 5.8 of the Acquiror Disclosure Letter, :
neither Acquiror nor any of its Subsidiaries -is a party or
subject to or in default under any judgment, order,
injunction or decree of any Governmental Authority
applicable to it or to its respective properties or assets,
which judgment, order, injunction, decree or default
thereunder constitutes a Material Adverse Effect with

respect to Acquiror.
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5.9 Absence of Changes or Events. Except as
disclosed in the Acquiror SEC Documents, since the date of
the most recent audited financial statements included in the
Acquiror SEC Documents, Acguiror and its Subsidiaries have

course and there has not occurred (i) any change, occurrence
or o:lrau:;tmm that lm:i:;ry Material Adverse Irtu-at with
respect Acquiror or other events or conditions of
any character that, individually or in the te, have
umumlthuhw, 2 Material Adverse
Effect with respect to Acquiror or on the ability of
Acquiror to perform its material obligations under this
mtmmrmuctimbmutoMch it is a
party.

5.10 Brokers and Intermediaries. Neither Acquiror

nor any of its officers, directors or nplque has employed
mybrmrurﬂndorurimrodmyzmu for any
brokerage fees, commissions or finders' fees connection
with the transactions contemplated by this Agreement and the
Transaction Documents, except that Acquiror has retained
Lehman Brothers Inc., as its financial advisor, whose fees
mmmllb.pudhyminr.

5.11 « Neither
Acquiror nor any of its Subsidiaries owns, directly or
indirectly, any shares of Company Capital Stock.

ARTICLE VI
COVENANTS RELATING TO CONDUCT OF BUSINESS

6.1 gConduct of Business of the Company. Except
as othervise expressly permitted by the terms of

Agreement, from the date hereof to the Effective Time, the
Company shall, and shall cause its Subsidiaries to, carry on
thuirrupnc:iv.huimuuinth-uﬂlimrymin
substantially the same manner as presently conducted
(including with respect to advertising, promotions and
capital tures) and in compliance in all material
respects with Applicable Laws, use their reasonable best
efforts consistent with past practices to keep available the
services of the present employees of the Company and its
Subsidiaries and to preserve their relationships with.

its Subsidiaries deal to the end that their goodwill and
ongoing businesses shall not be materially impaired in any
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material respect at the Closing Date. The Company shall
not, and shall cause its Subsidiaries not to, take any

in any of the entations and warranties of the Company
set forth in cle IV being untrue in any material respect
nlotth-uundtorinmrotmmitimtoﬂu
mmtimntth-m“mtorthhminmnw
-:té;:i;d. In addition, and w.lthmlx:. liniting the generality
o oregoing, except as otherw expressly permitted by
thltltﬂﬂftﬂlMﬂt“ﬂtfﬂtﬂ:iﬂMiﬂﬂﬁ.l
of the Company Disclosure Letter, during the period from the
date hereof to the Effective Time, the Company shall not
(and shall cause its Subsidiaries not ‘l:oi.. without the
written consent of Acquiror, which decis reqgarding
consents shall be made promptly (in light of its
circumstances) after receipt of notice seeking such consent:

(i) except for the Chartor Amendzent, amend its
other

Certificate of Inoorront.tm Bylaws or
comparable organizational do:mnnt:;

(ii) subject to Sections 7.7 and 7.14(b), redeenm
or otherwise acquire any shares of its capital stock,

(iii) subject to s.i:tion 7.14(b), (A) t or
agree to grant to any employee any increase wages or
bonus, severance, profit sharing, retirement, deferred
compensation, insurance or other compensation or
benefits, or establish any new compensation or benefit
plans or arrangements, or amend or agree to amend any
existing Benefit Plans or Equity Appreciation Rights
Plans, except as may be required under existing
agreements or in the ordinary course of business
consistent with past practices or (B) enter into any
nev RSPA or amend the terms of any existing RSPA or
accelerate the vesting of any shares of Class B Common
Stock issued thereunder;

(iv) e, amalgamate or consolidate with any
other cntimn'my'tnmution in which the Company is

not the surviving corporation (other than nergers
between Subsidiaries of the Company), sell all or
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substantially all of its business or assets, or acquire
all or substantially all of the business or assets of
any other Person;

(v) enter into or amend any employment,
consul + Severance or similar agreement with any
indiv » @xcept with respect to severance gifts or
payments of a nominal nature to persons holding non-
officer/executive level positions in the ordinary
coursea of business consistent with past practice;

(vi) subject to Section 7.7, declare, set aside or
make vidends, payments or distributions in cash,
securities or property to the stockholders of the
Company, Hhtﬂurornotnponorinrupmofmymn
of Company Capital Stock;

(vii) incur or assume any Indebtedness other than
as specifically set forth in Section 6.1(vii) of the
Company Disclosure Letter;

(viii) voluntarily grant any material Encumbrance
on any of its material assets, other than Encumbrances
that are incurred in the ordinary course of business;

(ix) make any change in any method of
or accounting practice or policy, except as required by
Applicable Laws or by GAAP;

(x) make or incur any capital expenditures that
are not set forth in Section 6.1(x) of the
Disclosure Letter or that, individually, are in excess
::1‘? million or, in the aggregate, in excess of $50
lion;

(xi) subject to Section 7.7, sell, lease, swap or
otherwise dispose of any assets, other than (A) sales,
leases, or other dispositions of such assets not
hav a fair market value in excess of $15 million
individually or $30 million in the aggregate (so long
as the Company provides notice to Acquiror of any sale,
lease, swap or other disposition of l.:Luut having a
fair market value of greater than §5 lion) or
(B) swaps of Systems or assets of Systems in order to
facilitate the clustering of Systems or dispose of
Systems located in the Acquiror Region; provided,
however, that (1) such swaps shall not in the aggregate
invelve more than 500,000 Subscribers of the Company or
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its ﬂuhc:ldiu*hn,. (2) any cable televigion systems
acquired by the Or any of its Subsidiaries in
gtmch i;up nlu.lllnot ?. i.o:.f..d in the anquiiror
on, (3 wm-uw-mmtmmm
the Conm Y in any such swa shall not be in a i

Governmental Authority as a condition to the transfer
of control or assignment of any Franchise associated
wvith any such Swap, such application ghall include an
the tal Authority, and relevant
information relating to the prapouuztrm-ctlo?,i
requesting contemporaneous approval for the antic pated
acquisition of the Company or its Subsi
Acquiror as contemplated herein and the transfer of
control of said Pranchise to the Surviving Corporation
in accordance with the terms hereof; ana e
further, mtwmmtrmimtmumul
Authority as a condition to consummiting such swap
shall be deemed a Required Franchisa Consent;

(xii) acquire or agree to acquire merging or
can-ondltimosiuth. or by purchasing lnbgr a
substantial portion of the assets of or equity in, or

any Person

course ital expenditures permitted by clause (x)
above ;ng“nut Swaps permitted by clause (xi) above);

(xiii) abandon, avoid, dispose, surrender, fail to
file for timely renewal, terminate or amend in any
materially adverse manner the terms of any material
Franchises, any FCcC license that *ould have a material
adverse effect on the operation of a System or the
Social Contract Order, except as amended by virtue of
the proposed Social Contract Amendment, or, with
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respect to any Material Franchise, fail to file for
renewal pursuant to Section 626(a) of the Cable Act;

Syst.lut.:i - ﬁ:ﬂ ﬁm change 1“progr°ntnmus,

or ma the ~

services offered on the Systems other than in the
course of business or as reguired by the Cable

Act, the Social Contract Order or any amendments

thereto;

(xv) m‘t as othervise tted by clauses (xi)
and (xii), fy, amend, te, -renev or fail to
use reasonable efforts to renew any material contract
or agreement necessary to continue the Company's

(xvi) offer free or reduced-price service as an
inducement to Person, except the ordinary course
of business consistent with past practice;

(xvii) except as permitted by licable Law,
including the Social Contract m‘& amendments
thereto, and (A) as disclosed to Acquiror writing at
hg:t 30 “"ﬁ'iﬁut; any rate uh-:nunécatiwlmt any
rate change, or repackag CATV
programming offered by any of its Subsidiaries, (B) and
as disclosed in writing to Acquiror at least 30 days
prior to any cost-of-service rate change make any cost-
of-service election under the rules and regulations
adopted under the Cable Act, (C) determine a method of
refund pursuant to 47 C.F.R. Section 76.942(d) or
76.961(c) or (D) amend any Pranchise or agree to make
any payments or commitments, including commitments to
make future capital improvements or provida future
services, in connection with any renewal of any
Franchise other than that which the Company would make
in the ordinary course of business;

(xviii) enter into any agreement, understanding or
nunl.t-,nt that rutrti.n:l,’ :I.llﬁt:o or m’.&n
Company's or iror's compete w. or
conduct any business or line of business;

(xix) invest or enter into any agreement,
understanding or commitment, whether written or oral,
by or on behalf of the Company or its Subsidiaries, to
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invest or provide additional capital in respect of
assets, businesses or entities; provided, however, that
the restrictions contained in this clauee shall not
apply to existing commitments as set forth in Section
6.1(xix) of the Company Disclosure Letter or to any
investments in excess of $10 million individually or
$20 million in the aggregate;

(xx) except as ctherwise provided in clause (xix)
above or Section 7.14, enter into any material contract
orlgrh-mtwith,um;nylmorumto,w
Affiliate (other than a wholly owned Subsidiary) of the
Company or any stockholder or Affiliate thereot;

(xxi) enter into, or amend the terms of, any
agreement relating to interest rate swaps, or
other hedging or derivative instruments nhﬂzﬁq to
except rq:m. under i 1 1?.1”1“'

as agreements relat to
existing Indebtedness and Indebtedness tted by
clause (vii) above;

(axxii) conduct its business in a manner or take,
or cause to be taken, any other action (including,
without limitation, effecting or agreeing to effect or
announcing an intention or 1 to effect, any
acquisition, business combination, merger,
consolidation, restructuring or similar transaction)
thntmldunghtwlyumumt

or the Company from consummating the

hereunder), including, without limitation, any action
vhich may limit the abili of Acquiror or the Company
tomuﬂutrmotmmnbdhmbyun
result of antitrust or other regulatory concerns;

(¥xxiil) purchase, sell or trade (or announce any .
intention or proposal to purchase, sell or trade) any
shares of Media Stock, or take any other action a
principal of which is to affect the calculation
of the tion Price; or

(xxiv) agree, whether in writing or otherwise, to
do any of the foregoing.
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Prior to ti:: date inr-ot, Acquiror has delivered to m

Company a st (which the Acquiror may update from t to

time) designating certain individuals of the Acquiror to

mimsml Yy may direct requests for consents under this
on 6.1.

6.2 . m‘pt as
set forth in Section 6.2 of the iror Dtﬂlm Letter,

from the date hereof to the Eff ve Time, Acquiror shall
not (and shall cause its Subsidiaries not to):

(1) issue shares of Media Stock or any on,

nrrnntu:rﬁht relating thnr;tonrwmti:u
e to or exchangeable for any shares o

Media Stock at less than fair market value as
determined by the Board of Directors of Acquiror (other
than pursuant to the terms of existing options or
benefit plans), or split, combine, redeem, convert or
reclassify the Media Stock or issue any securities in
exchange or in substitution for shares of Media Stock;

(i1) amend its Certificate of Inuorfu-tim or
Bylaws (other than the filing of a Certificate of
Designations for the issuance of any series of
Preferred Stock of Acquiror) in any manner adverse to
the holders of Media Stock;

(i11) declare, set aside or make any dividends or
distributions in cash, securities or property to
holders of Media Stock;

(iv) conduct its business in a manner or take, or
cause to be taken, any other action (including, without
limitation, effect or agreeing to effect or
announcing an intention or 1 to effect, an
acquisition, business combination, merger, consolida-
tion, restructuring or similar transaction) that would
orﬂghtmlyhmtopﬂmthcquiroror
the oﬂ:ny from consummating the transactions
contemplated hereby in accordance with the terms of
this t (regardless of whether such action would

be permitted or not prohibited hereunder),
including, without limitation, any action which may
limit the ability of Acquiror or the Company to
consummate the transactions contemplated hereby as a
result of antitrust or other regulatory concerns;
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(v) take any action that wvould, or that is
reasonably likely to, result in any of the representa-
tions and warranties of Acquiror set forth in Article Vv
being untrue in any material respect as of the date
made or any of the conditions to the Merger set forth
herein not being satisfied; .

(vi) purchase, sell (other than
issuances) or trm'tnr announce any intent onp:r

(vii) sell all or substantially all of the
properties and assets of the Media Group (within the
meaning of Section 2.4.1(B) of Article V of the
Restated Certificate of Incorporation of Acquiror); or

(viii) acquire, or agree to acquire, any shares
of Company Capital Stock so long as, after giving
ctt-uttoth.purchnuotth-mmuumtto
Section 9.4, Acquiror would beneficially own less than

10% of the Company Capital Stock.

A t:iamam_w. (a) hﬁ the date
hereof un Clos Da' Company shall permit
Acguiror and its uti{rntohlﬂmulmtoth-

sanagement, facilities, suppliers, accounts, books, records
(including, without limitation, budgets, forecasts and
personnel files and records), contracts and other materials
of the Company and its Subsidiaries reasonably requested by
Acquiror or such representatives and to make available to
Acquiror and its representatives the directors, officers,
employees and independent accountants of the Company for
interviews for the purpose, among other things, of verifying
the information furnished to Acquiror, developing transition
plans and Lutagnt:l.ng the operations of the Company and its
Subsidiaries with the operations of Acquiror and its
Subsidiaries and Affiliates. Such access shall be subject
to existing confidentiality agreements and shall be
conducted by Acjuiror and its representatives dur normal
business hours, upon reasonable advance notice and such a
manner as not to interfere unreasonably with the business or
operations of the Company and its Subsidiaries.
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(b) From the date hereof until the Closing Date,
Acquiror shall permit the Company and its representatives to
have full access to the management, facilities, suppliers,
accounts, books, records (including, without limitation,
huditt.- and forecasts), contracts and other materials of the
m-mmlyrqumuwmwum
representatives and to make available to the Company and its
representatives the directors, officers, employees and
:m-w accountants of the Media G:wp Enr intervievs
or ﬁpuc, among other things, of verifying the
informat furnished to the + Buch sccess shall be
subject to existing confidentiality agreements and shall be
conducted by the Company and its representatives during
normal business hours, mnmabh advance notice and in
such a manner as not to irfere unreasonably with the
business or operations of the Media Group.

(¢) Each of the Company and Acquiror ees that
it will not, and will cause each of their respective
Affiliates and representatives not to, use any information
obtained pursuant to this Section 6.3 for any purpose
unrelated to the consummation of the transactions
contemplated by this Agreement. The Confidentiality
Agreement, dated as of September 26, 1994, as amended on
January 11, 1996, between Acguiror and the Company and the
Confidentiality Agreement, dated as of April 19, 1995,
between and the (the "Confidentiality
Agreements®™) shall apply with respect to information
furnisihed thereunder or hereunder and any other activities
contemplated thereby.

SCatemer STOCKENO L Lader o g <
(a) Promptly following the date of this A t, the
Company shall prepare and file with the SEC the

Statement and Acquiror shall prepare and file with SEC
the Form S~4, in which the Proxy Statement will be included
as a prospectus. Each of the Company and Acguiror shall use
its reasonable best efforts to have the Form 5-i declared
effective under the Securities Act as promptly as
practicable after such filing. The Company shall use its
reasonable best efforts to cause the Proxy Statement to be
mailed to the Company's stockholders, as promptly as
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practicable after the Form S-4 is declared effective under
the Securities Act. Acquiror shall also take any action
(other than qualifying to do business in jur ction in
whiahithmtmnmuﬂﬂcrmtmumviunt
process in -.ninjurudiction in which it has not previously
so consented any action other than one arising out of the
offering of the Media Stock and the Series D Preferred Stock
in such jurisdiction) required to be taken to qualify the
mmmmiunm:mummhummm
Merger under any applicable state securities or "“lue sky"
laws prior to the Effective Time, and the Company shall
furnish all information concerning the Company and the
holmlotmcupunyc;{imltonkunybcww
requested in connection with any such action.

5 b;h%h.rm- of the mtg:rutm supplied or to be
suppl Company, on one hand, or Acgu s ON
the other hand, for inclusion or tion by reference
in (i) the Form 8-4 will, at the time Form 85-4 is filed
with the SEC, at any time it is amended or supplemented or
at the time it becomes effective under the Securities Act.
contain any untrue statement of a material fact or omit to

necessary to make the statements therein not misleading, or
(ii) the Proxy Statement will, at the date it is first
nildumwmammyu-tmth-ot
each Stockholders' Meeting (as defined in Section 7.1 d)).,
contain any untrue statement of a material fact or t to
state any material fact required to be stated therein or
necessary in order to make the statements therein, in light
a:mmwmmmmnm,m
misleading. The Proxy Statement and the Form S-4 will
comply as to form in all material respects with the
requirements of the Exchange Act or the Securities Act, as
e ;P o Company e it mii’:om
representation by W r

statements made or ted by reference. therein based
on information lied writing by Acquiror specifically
for inclusion or ation by reference in the Proxy
Statement and (ii) no representation is made by Acquiror
with respect to statements made or incorporated reference
therein based on information lied in writing the
Company specifically for imlufm: or incorporation by
reference in the Form S-4.

(c}) The Company and Acquiror shall noornu with
each other and provide to each other all information

necessary in order tu prepare the Proxy Statement and the
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Form S-4. The Company and Acquiror shall notify each other
promptly of the receipt of any comments from the SEC or its
staff and of any requests by the SEC or its staff for
amendments or supplements to the Form 8-4 or the Proxy
Statement or for additional information and shall supply the
other parties with copies of all correspondence between the
Company or any of its nmunuum, or Acquiror or any of
its representatives, as case may be, on the one hand,
and the SEC or its staff, on the hand, with respect
thereto. The Company and Acquiror shall use their

oo g, gt o L B Bt 8
respect or v respact ormation suppl
by Acquiror for {nclusion in the Form 8-4, in either case
which event is required to be described in an amendment of,
or a supplement to, the Proxy Statement or

event shall be so described, and such amendment or
supplement shall be promptly filed with the SEC and, as
required by law, disseminated to the stockholders of the
Company. Acquiror shall notify the Company ly upon
(i) the declaration by the SEC of the effectiveness of the
Form §-4, (ii) the issuance or threatened issuance of any
stop order or other order preventing or suspending the use
of any prospectus relating to the Form §-4, (iii)
suspension or threatened suspension of the use of
prospectus relating to the Form 8-4 in any state, (iv) any
mmmumwmmmwm

thereof. Acquirer and, to the extent applicable, the
Company, shall use its reasonable best efforts to prevent or
promptly remove any stop order or other order preventing or
suspend the use of prospectus relating to the

Form S~4 and to comply with any such request by the SEC or
any state securities commission to amend or supplement the
Form 8-4 or the prospectus relating thereto.

(d) The Company shall, as promptly as practica-
ble, duly call, give notice of, convene and hold a meeting

of its stockholders (the "Initial Stockholders' Meeting™)
for the purpose of obtaining the Stockholder Approvals. The
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Company shall use its reasonable best efforts to hold such
meeting as soon as practicable. In the event the Charter
m‘t t:l not appro.;:;l at the Initial ltockhuid-r;'

' e Company l, as promptly as practicable
following the date of the Initial Stockholders' Meeting,
duly call, give notice of, convene and hold another mee
of its stockbolders (the "Additional Stockholders' Meeting®
mi‘mmm- with the Initial Stockholders' Meeting,
col vely, the "Stockholders' Meetings" and individually,
a 'stockholmldtrl' Meeting™) for the mll of the
Stockho Approvals. The shall, as ly as
practicable after the date of Initial unamsrn'
Meeting, hold the Additional Stockholders' Meeting. Subject
to the fiduciary duties of the Board of Directors of the
Company under Applicable Laws and to Section 9.1(g), the
Company shall, through the Board of Directors, recommend
its stockholders adoption of this Agreement, the Charter
Amendment and the other transactions contemplated hereby and
shall use its best efforts to solicit from stockholders
proxies in favor of adoption of this Agreement and the
Charter Amendment and to take all other action necessary to
secure the Stockholder Approvals at the Initial
Stockholders' Meeting or the Additional Stockholders'
Meeting, as the case may be. Without limiting the
generality of the foregoing, the Company agrees that its
obligations pursuant to the first and third sentences of
this smﬁn 7.1(4) ;h.ul not h; n:-rt:nhzh:h- ncﬂnn::-
ment, c or communication Company any
Acquisition Propouprm: (as defined in Section 7.10).

o B i 11 t-lglt oilﬂ::timl to
Approvals, the Company sha a necassary
cause the Charter Amendment to be executed, acknowledged and
filed and to become effective no later than imsediately
prior to the Effective Time in accordance with the DGCL as
soon as practicable after the approval thereof at a
Stockholders' Meeting.

(f) The Company shall make stock transfer records
relating to the Company available to iror to the extent
reasonably necessary to effectuate the of this
Agreement

7.2 latter of the Company's Accountants. The
Company shall use its reasonable best efforts to cause to be
d-nvcwuod o indtpnnd:: publgt {m::l“n:ﬂ (11) ey
the 's t c a any
other independent public accountants whose reports are
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included or incorporated by reference in the Form S-4, each
dated a date within two business days before the date on
which the Form S-4 shall become effective and addressed to
Acquiror, in form and substance reascnably satisfactory to
Acquiror and customary in and substance for letters
delivered by independent public accountants in connection
with registration statements similar to the Form S«~4.

7.3 latter of Acquiror's Agcountants. Acquiror
Goliverat B hn Comun & Tobner oo oo cuunw to be
e to Company a of Coopers & Lybrand

L.L.P., Acquiror's independent public accountants, dated a
date within two business days before the date on which the
Form S-4 shall become effective and addressed to the
Company, in form and substance reasonably satisfactory to
the Company and customary in scope and substance for letters
delivered by independent public accountants in connection
with registration statements similar to the Form 5-4.

7.4 . Sl.lhj.dt to th.
terms and conditions of Agreement, including, without
limitation, Section 7.6, each of the parties hereto agrees
to use its reasonable best efforts to take, or cause to be
taken, all action and to do, or cause to be done, all things
necessary, proper or advisable under Applicable Laws and
regulations to consummate and make effective the
transactions contemplated by this lqr-l-n:hiincluding the
execution of the Transaction Documents to ch they or any
of thoir Affiliates are a party), subject to the Stockholder
Approval, including (a) the obtaining of all necessary
actions or nonactions, waivers, consents und approvals from
Governmental Authorities and the of it all necessary
registrations and filings (including filings with
Governmental Authorities, if any), and the taking of all
reasonable steps as may be necessary to obtain an approval
or waiver from, or to avoid an action or proceeding by, any
Governmental Authorities, (b) the obtaining of all
consents, approvals or waivers from Third Parties and
(c) the execution and delivery of additional instruments
necessary to consummate the transactions contemplated by
this Agreement and the Transaction Documents. In
furtherance of the foregoing, Acquiror and the each
shall furnish to the other such necessary information and
reasonable assistance as the other may regquest in connection
with obtaining any consents regquired to be obtained by it
hersunder.
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7.5 Franchise and License Consents. (a) Without
limiting the generality of Section 7.4, the Company and
Acquiror shall each use their respective reascnable best
efforts to obtain all Franchise Consents and License
Consents, including taking the actions specified herein. 1In
order to secure the Franchise Consents and License Consents
from Governmental Authorities and the PCC, the Company shall
proceed immediately in good faith and using its reascnable
best efforts, to prepare, file and prosecute each Franchise
Consent and License Consent from the relevant Governmental
Authority and the FCC, with the full right of participation
by Acquiror including, without limitation, the right of
prior review and approval of correspondence or forms of
transfer resolutions, applications, ordinances or agreements _
to be submitted to Governmental Authorities and the FCC
(which approval shall not be unreasonably withheld or 2
delayed) and to be represented at all mee or hearings
as may be scheduled to consider such submissions. The
Company shall send notice of the transactions contemplated
in this Agreement to all Governmental Authorities. The
Company shall submit to each Governmental Authority whose
consent is required a form of ordinance or resolution, as
appropriate, relating to the transfer of the Franchise,
which ordinance or resolution shall be in a form reasonably
acceptable to Acquiror and the Company. The Company shall
consult with Acguiror and prﬂlptlLlM regularly notify
Acquiror with regard to all material developments of the
Franchise Consent and License Consent process, and shall
give Acquiror reasonable prior notice of all meetings
scheduled with the Governmental Authorities and the FCC.
Acquiror shall use its reasonable best efforts to promptly
assist the Company and shall take such prompt and
affirmative actions as may reascnably be necessary in
obtaining such approvals and shall cooperate with the
Company in the preparation, filing and prosecution of such
applications as may reasonably be necessary, including the
preparation, filing and prosecution of any joint
applications required to be filed with the Governmental
Authorities or the FCC, and agrees to use its reasonable
best efforts to furnish all information as is reasonably or
as is customarily required by the approving entity, and, if
required by a Governmental Authority or the FCC upon
reasonable nctice, Acquiror shall have the obligation to be
represented at such meetings or hearings as may be scheduled
to consider such applications. Any administrative f£il
fees imposed or expenses for vhich reimbursement is
by the Governmental Authority in connection with obtaining
the Franchise Consents or the License Consents shall be
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borne by the Company and each of the parties shall bear its
own legal fees or other costs of professional advisors

ed in the filing and Erounatinn of such applications.
If, in connection with obtaining Franchise Consents or the
License Consents from a Governmental Authority or the FcCC, a
Governmental Authority or the FCC impose nev, material
Franchise or license conditions as a condition to granting
its consent, Acquiror and the Company shall te
jointly with such Governmental Authority or the FCC with
respect to such conditions, with such conditions to be
accepted only if consented to by Acquiror and the Company,
wvhich consent shall not be unreasonably withheld, Anguirnr
agrees that prior to the Closing Date, it will not, without
the prior written consent of the Company, seek amendments,
modifications or other es to Franchises and shall not
institute any discussions with Governmental Authorities or
the FCC without the prior written consent of the Company and
without offering a tive of the Company &n
opportunity to participate or observe such discusnions. To
the extent such reguest would not, in the reasonalle
judgment of the Company, delay or impair the ability to
obtain any Franchise Consents, any lication to any
Governmental Authority for any Consent necessary
for the transfer of control of any Franchise shall request
:hat the relevant Governmental Authority also agree that no
further Franchise Consent shall be for the
subsequent transfer of control of, or assignment of, such
Franchise to a ified Person identified in such
application who an Affiliate of Acquiror to which
Acquircr intends to transfer or assign the Franchise
immediately prior to Closing. In addition, the Company will
use reasonable best efforts to obtain neceusary transfers of
all private mobile radio service licenses.

(b) To the extent that any Franchise Consents
listed in Section 4.6 of the Disclosure Latter have
not been obtained by Final Order prior to Closing (such
Franchises hereinafter referred to as the "Non-
Franchises"), and Company shall enter into
negotiations to determine the disposition of the Non-
Required Franchises after Closing. In the event that the
parties agree to transfer any part of a System which
includes, in part, areas covered by a Non-Required Pranchise
(hereinafter the "Non-Required Systems"), the parties shall
continue tc be subject to Section 7.5(a) until such time as
all Franchise Consents are obtained and the Non-Reguired
Franchises are transferred to Acquiror.
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7.6 Antitrust Notification. (a) The Company anda
Acquiror shall as promptly as practicable, but in no event
later than 30 Business Days following the execution and
dtl.‘l“!'{ of this Agreement, file with the FTC and the DOJ
the notification and report form required for the
transactions contemplated hereby and any -uglmutnl
information requested in connection therewi

necessary Company and Acquiror
acknowledge that more than one filing may be ired under
mmmhmum&mumrm

(b) The Company and Acquiror shall keep each
other ised of the status of any communications with, and
any ies or requests for additional information from,
the FTC and the DOJ and shall comply prowptly with any such

inquiry or request.

(c) Each of the Company and Acquiror shall use
its reasonable best efforts to obtain any clearance reguired
mmmmtwmmmtiono!mmq-r. vhich
efforts, for of this Agreement shall not, except as
provided in Sect 7.6(d), require Acquiroer in order to
obtain any consent or clearance from the DOJ or any other
Governmental Authority to (i) hold separate, sell or
otherwise dispose of any assets, including assets of the
Company, the effect of any of which, in the reasonable
judgment of Acquiror, would be to materially impair the
value of the Merger to Acquiror or (ii) contest any suit
brought or threatened by the FIC or DOJ or attempt to lift
or rescind any injunction or restraining order obtained by
the FTIC or DOJ adversely affecting the ability of the
parties hereto to consummate the transactions contemplated

hereby.

(d) FPor purposes of Section 7.6(c), “"reasonable
best efforts™ shall include entry into a consent decree in
any action brought by the DOJ or into a consent order with
the FTC wvhere such decree or order reguires the divestiture
of the Designated Assets and of the assets set forth in
Section 7.6(d) of the Company Disclosure Letter, if and only
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if, such decree or order does not require, either absolutely
or conditionally, the divestiture of any other assets or of
the stock of any other corporation, or (except for
reasonable and customary compliance and other requirements
ancillary to the required divestiture) impose any additional
requirement or limitation on. iror, on its ability to
operate its current and contemplated businesses, or on its
ability to acquire assets or stock in any corporation; and
only if such decree or order provides that Acquiror shall
have a period of at least 12 months to effect such
divestiture itself and an additional 12 month= to divest
pursuant to a reasonable and customary trusteeship

7.7 Certain Actions. (a) Except as otherwise
specifically limited by this Agreement, each of the Company
and Acquiror agrees to use its reasonable best efforts and
to take, or cause to be taken, all actions and to do, or
cavse to be done, all things necessary, prope:’ or advisable
to ensure that there shall be no regulatory impediments,
pursuant to the Communications Act, the rules and
regulations of the FCC, or otherwise, to the closing of the
transactions contemplated hereby and the agrees not
to acquire any assets or engage in any activities prior to
the Closing of a which Acquiror would be precluded from
acquiring or engag in pursuant to the Communications Act,
the rules and regulations of the FCC or otherwise.

(b) On or prior to the Closing Date, the Company
shall sell, distribute to stockholders or otherwise dispose
of the properties of the Cﬂplﬂ{ and itis Subsidiaries listed
in Section 7.7 of the Company Disclosure Letter (the
"Designated Assets") in a manner acceptable to Acquirer, in
its sole discretion.

(c) Not later than one hundred and twenty (120)
days following the date hereof, the Company and Acquiror
shall agree to the fair market value of the Designated
Assets (the "Designated Asset Fair Market Value®). In the
event of a sale or other disposition of the Designated
Assets for an amount less than the Designated Asset PFair
Market Value, the Share Price shall be reduced by the
quotient of (i) the excess of (x) the Designated Asset Fair
Market Value ovar (y) the amount of consideration received
:I the in respect of such sale or disposition

vidndhy{i)thlnulb-rntch-ruarcolfmycmnm

immediately prior to the Effective Time on a

fully diluted basis, including giving effect to the
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conversion of all outstanding shares of Company Preferred
Stock. In the event of a distribution of the Designated
Assets to the stockholders of the Company, the Share Price
shall be reduced by an amount egual to the quotient of

(1) the Designated Asset Fair Market Value divided by

(ii) the number of shares of Company Common Stock
outstanding immediately prior to the Effective Time on a
fully diluted basis, including giving effect to the
conversion of all ou shares of Company Preferred
Stock. The amount of any adjustment to the Share Price
pursuant to this SBection 7.7(c) shall be referred to as the
"Per Share Adjustment Amount® and the Cash Consideiation
Amount shall reduced by the Per Share Adjustment Amount
multiplied the number of shares of Company Common Stock
outstanding tely prior to the Effective Time on a
fully diluted basis, including giving effect to the
conversion of all outstanding shares of Company Preferred
Stock.

7.8 Supplemental Disgclosure. The shall
confer on a regular and frequent basis with report
on operational matters and ymtityaoquuwat,m

furnish Acguiror with, any ormation it may reasonably
mns-tvithrmt.o, any event or condition or the

stence of any fact that would cause any of the conditions
to Acquiror's obligation to consummate the Merger not to be
completed, and Acquiror shall promptly nat!.ti the Company
of, ard furnish the Company any information it may
reasonably request with respect to, any event or condition
or the stence of any fact that would cause any of the
conditions to the Company's obligation to consummate the
Merger not to be completed.

7.9 Announcements. Prior to the Closing, neither
the Company nor Acquiror will issue any press release or
otherwise make any public statement with respect to this
Agreement and the transactions contemplated hereby without
the prior consent of the other (which consent shall not be
unreascnably withheld), except as may be reguired by
Applicable Law or stock exchange regulations (including,
without limitation, pursuant to the United States Federal
securities laws in connection with any registration
statement or report filed thereunder), in which event the
plrt{ required to make the release or announcement shall, if
possible, allow the othar party reasonable time to comment
on such release or announcement in advance of such issuance.
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1,12"f_lg*t£ﬁ:.:19n. (a) From the date hereof
until the EEF ve , the Company shall not, nor shall
it permit any wf its Subsidiaries to, nor shall it authorize
ar permit any of ite officers, directors, loyees, agents,
¢ bankers, attorneys, financial advisors or other
pepressntatives or e of any of its Subsidiaries
aolisotively, “Company Representatives”) to, directly or
fgit, initiate or encourage (innludinq by way

satly,; »e

o?‘#zrnllglnq tntnc-neinn or assistance) or take other

agtion to fauilitate any inquir making of any
titutes or may reasonably be expected

f’“ﬂ’::l ::.‘ isition Proposal from any Third Party
g ny ’ildulllﬂnl or negotiations relating thereto

ary an
Ilﬂllrl wy luten, fide Acquisition Proposa
ial contingencies relating to financing

subjeot te any material
nd ¢ A% reasonably capable of paing financed and is
superior to the consideration to be received by

, s stockholders pursuant to the Merger (as
detarsined in !ood faith by the Board of Directors after
sensultation with the Company's financial advisors) if

{rectors determines in its good faith,

‘s outside

fes under licable Law and (2) prior to
to the Company and its

T R e o g

Hu L] 1

sueh Thlrd'lnrty an execu 'uonttdnnt ity .g::::::z.
tarms not more favorable to

rvom
in reananably oustomary form on
suah Person or entity than the terms contained in the

or (ii) the Board of Directors

unntmn"uut{“ eements,
take and d ose to the Company's stockholders a
n with regard to a tender offer or exchange offer to
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retained by the Company, whether or not such Person is
purporting to act of behalf of the Company of any of its
Subsidiaries or otherwise, shall constitute a breach of this
Section 7.10 by the Company.

(b) The Company shall promptly notify Acquiror
orally and in writing of any Acquisition Proposal or any
inqu with respect to or which could lead to
Acquisition 1, within 24 hours of the receipt
thereof, incl the identity of the Third Party making
any such Acquisition Proposal or inquiry and the material
terms and conditions of any Acquisition Proposal, and if
such Acquisition Proposal or inquiry is in writing, shall
deliver to Acquiror a copy of such isition Proposal or
inquiry. The Company shall keep informed of the
.ut“irrm details of any such Acquisition Proposal or

(c) The Company shall immediately cease and cause
to be terminated any existing solicitation, initiation,
encouragement, activity, discussion or negotiation with any
parties conducted heretofore by the Company or Company
Representatives with respect to any of the foregoing.

(d) As used in this Agreement, "Acquisition

Proposal™ shall mean any 1l or offer, cther than a
proposal or offer by or any of its Affiliates, for
tender or exchange offer, merger, consolidation or other

&

business combination involving the Company or any of its
material Subsidiaries or any proposal to acquire in any
manner a substantial equity interest in or a substantial
portion of the assets of the Company or any of its material
Subsidiaries; provided, however, that, the term "Acguisition
Proposal® shall not include any acquisition by the Company
or any of its Subsidiaries of any assets, bhusinesses or
entities in any transaction or series of related
transactions in exchange for other assets, businesses or

entities of any Third Party.

7.11 Indemnification: Directors' and Officers
Insurance. (a) The Restated Certificate of Incorporation
and Bylaws of the Surviving Corporation at the Effective
Time shall not be amended, repealed or otherwise modified
for a period of six years after the Effective Time in any
manner that would adversely affect the rights thereunder of
individuals who at any time prior to the Effective Time were
directors or officers of the Company or its Subsidiaries in
respect of actions or omissions occurring at or prior to the
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Effective Time (including, without limitation, the
transactions contemplated by this Agreement), unless such
modification is required by law.

(b) From and after the Effective Time, the
Surviving Corporation shall, indemnify, defend and hold
harmless each Person who is now, or has been at an; time
prior to the date hereof or who becomes prior to the
Effective Time, an officer or director of the Company or any
of its Subsidiaries (the "Indemnified Parties") against all
losses, claims, damages, costs, expenses (including
attorneys' fees and ), liabilities or judgnents or
amounts that are paid settlement with the approval of the
indemnifying party (which approval shall not be unreasonably
withheld) of or in connection with any threataned or actual
claim, action, suit, proceeding or investigation based in
vhclenrinputuuoruhmginuhnhorinputeutot
the fact that such Person is or was a director or officer of

or any of its Subsidiaries or served as a

director of any Third Party on behalf of the Compaiyy or any
of its Subsidiaries whether pertaining to any matter
existing or occurring at or prior to the Effective Time and
whether asserted or claimed prior to, or at or after, the
Effective Time ("Indemhified Liabilities"), including,
without limitation, all Indemnified Liabilities based in
whole or in part on, or arising in whole or in out of,
or pertaining to this Agreement or the transactions
contemplated hereby, in each case to the fullest extent a
corporation is permitted under the DGCL to indemnify its own
directors or officers as the case may be (and the Company or
the Surviving Corporation, as the case may be, will pay
expenses in advance of the final disposition of any such
action or proceeding to each Indemnified Party to the full
extent permitted by law).

(c) The provisions of this Section 7.11 are
intended to be for the benefit of, and shall be enforceable
by, each Indemnified Party, his or her heirs and his or her
personal representatives and shall be binding on all
successors and assigns of Acquiror and the Company.

7.12 NYSE Listing. Acquiror shall use its best
efforts to cause the shares of Media Stock and Series D

Preferred Stock to be issued in the Merger to be approwed
for listing on the NYSE, subject only to notice of official

issuance, prior to the Effective Time. If, for any reason,
Acquiror shall not be able to list the shares of the Series
D Preferred Stock to be issued in the Merger on the NYSE,
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Acquiror shall use its best efforts to, prior to the
Effective Date, list such shares on such other stock
exchange, or cause such shares to be eligible for trading on
such other trading facility, as the Company may request.

m:iisﬂl « Prior to the ClﬂlinqiDltl, the
Company ver to Acquiror a letter identifying all
Persons vho are, at the time this Agreement is submitted to
the stockholders of the Company, "affiliates"” of the Company
for purposes of Rule 145 under the Securities Act. The

mllmiumutorutocauuuchnnhrmon
tod-umtomirnronorptiartomclo-ingmhn
wri:t;n agreement substantially in the form attached as
Exhibit D.

7.14 mm:.:;an“m. (a) For a period of one
ear following the Eff ve Time, Acguiror shall maintain
effect for employees of the and its Subsidiaries

benefits (other than RSPAs or simi benefits) no less
favorable in the aggregate than the benefits offered the
Company immediately pr to the Effective Time. :I.cqarm-
agrees to honor and perform all severance, employmant and
similar agreements of the Company disclosed in Section 4.11
of the Company Disclosure Letter and each RSPA and related
Fax Liability Pinancing Agreement.

(b) PFollowing the date hereof, the Company shall,
after consultation with Acquiror, be permitted to
(i) forgive up to $35.7 million principal amount of
outstanding loans made by the Company to employees to enable
such employees to pay income Taxes incurred by such
employees as a result of the purchase of shares of
Common Stock by such employees pursuant to the RSPAs in
accordance with the terms of an amendment t. the Tax
Liability Financing Agreement substantially in the form set
forth in Section 7.14 of the Company Disclosure Letter;
provided, however, that any loan to an employee of the
Company who is, or reasonably can be expected to become, a
"covered employee” (within the meaning of Section 162(m) of
the Code) shall in no event be forgiven, in whole or in
part, prior to the day following the Closing Data,
(ii) issue up to 350,000 shares of Company Common Stock
pursuant to RSPAs substantially in the form heretofore
provided to Acquiror to employees of the or any of
its Subsidiaries; and provided, further, tha A each case,
such forgiveness or issuance acts as incentive for the
purpose of retaining and motivating such employee to
continue in the employment of the Company following the
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Effective Time and is implemented in a manner consistent
with such purpose.

Sad s (c}f g; tnliouin? the iurméwiﬂu, the

on o employee's oyment with the Company or
any of its Subsidiaries results the acceleration of the
vesting of an award under any RSPA or the forgiveness of a
loan related to an RSPA pursuant to a Tax Liability
Financing Agreement (other than as & result of termination
of employment by reason of the employee's death or
disability) (an “"Acceleration Event") and as a result of
such Acceleration Event, the empl either (i) becomes
subject to an excise tax (the "Exc Tax") under Section
4999 of the Code that such employee would not have been
subject to without the occurrence of such Acceleration Event
or (ii) the amount of the Excise Tax imposed on such

‘employee is greater than the amount of the Excise Tax that

would have been imposed without the occurrence of such
Acceleration Event (the "Incremental Excise Tax"),

shall pay or shall cause to be paid to the employee, at the
time specified below, an additional amount (the "Additional
Pim:l sufficient to (a) in the case or clause (i) above,
re the employee for the Excise Tax and in the case of
clause (ii) above, reimburse the loyee for the
Incremental Excise Tax and (b) in either case, reimburse the
empl for any federal, state or local income tax or any
additional excise tax under Section 4999 of the Code payable
with respect to any Additional Payment made pursuant to this
Section 7.14(c). The Additional Payment provided for in
this Section 7.14(c) shall be made no later than the due
date for the Excise Tax or Incremental Excise Tax (as the
case may be) imposed. In the event of any dispute in the
calculations made pursuant to this Section 7.14(c), an
independent big six accounting firm shal) be selected to
resolve any such dispute and the decision of such accounting
firm shall be final and binding on the Company and the
employee. The fees and costs of such accounting firm shall
be shared equally among the Company and the employee.

7.15 Registration Rights Agreement. Acguiror
shall execute and deliver to the other parties thereto the
Registration Rights Agreement at or prior to the Closing.

7.16 Iax Treatment. (a) Each of Acquiror and the
Company shall use its reascnable best efforts to cause the
Merger to qualify as a reorganization under the provisions
of Sections 368(a) of the Code and to obtain the opinions of
counsel referred to in Sections 8.2(c) and 8.3(c).
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(b) The Company and Acquiror agree that if a
ruling satisfactory to the Company, Acquiror and The
Providence Journal Company is obtained from the IRS, this
naly-tormill otk iy company t Anealee i it s
newly- o a the capital s of
the Company and Acquiror. .

7.17 Wm_mgg Prior to the -
Effective Time, shall file with the Secretary

of
State of the State of Delaware a Certificate of Designation,
in the form of Exhibit C hereto, with respect to the shares
of Series D Preferred Stock issuable pursuant to Section
3.1.

7.18 Company Indebtedness. The Company shall
assist Acquiror, and shall take such actions as Acquiror may

reasonably request at Acquiror's sole expense in order to
facilitate with respect to the amendment, repayment, redemp-
tion, refinancing or other restructuring of outstanding
Indebtedness of the Company on or after the Effecti/e Time
in connection with the Merger.

7.19 Authorization of Issuance of H.:nt:
« Acgquiror shall obtain any authorizations and

Consideration

consents necessary, and shall take such further actions =s
may be required, for the issuance of the Media Stock and the
Series D Preferred Stock to holders of Company Common Stock
pursuant to the terms of this Agreement.

7.20 Attribution. Following the Effective Time,
the board of directors of Acquiror shall attribute all of
the assets and liabilities of the Company and its Suwsidi-
aries to the Media Group pursuant to Sections 2.5.1 and
2.6.15 of Article V of the Restated Certificate of
ration of Acquiror as in effect as of the date hereof.

7.21 Further Assurances. Each of the parties
hereto shall execute such documents and other instruments

and take such further actions as may be reasonably required
or desirable to carry out the grwilim hereof and consum-
mate and evidence the transactions contemplated hereby or,
at and arfter the Closing Data, to evidence the consummation
of the transactions mntqzint.d by this Agreement. Upon
the terms and subject to conditions hereof, each of the
parties hereto shall take or cause to be taken all actions
and to do or cause to be done all other things necessary,
proper or advisable to consummate and make effective as
promptly as practicable the transactions contemplated by
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this Agreement and to obtain in a timely manner all
necessary waivers, consents and approvals and to effect all
necessary registrations and filings.

ARTICLE VIII
CONDITIONS PRECEDENT

8.1 gconditions to n? gu;;f. Obligation to
« The ve obligation of each

Effect the Marger
to effect the er shall subject to the satisfaction
prior to the Clos Date of the following conditions:

Stockholder Approvals: Charter Amendment

(a) .
The Company shall have obtained the Stockholder
Approvals and the Charter Amendment shall have been
executed, acknowledged and filed and shall have become
elfective in accordance with the DGCL.

(b) HSR Act. (i) The waiting periods (and any
extension thereof) applicable to the Merger under the
HSR Act shall have expired or been terminated;

(ii) neither the FTC nor DOJ shall have authorized the
institution of enforcement proceedings (that have not
been dismissed or otherwise disposed of) to delay,
prohibit, or otherwise restrain the transactions
contemplated by the Agreement; (iii) no such proceeding
will be pending as of the Closing Date and (iv) other
than as contemplated by Section 7.6(d), no injunction
orord-rmlllu\nbunillu.dhylcuurtormnt
jurisdiction and remain in effect as of the Closing
Date.

(c) Ho Injunctions or Restraints. No statute,
rule, regulation, injunction, restraining order or
decree of any court or Governmental Authority of
competent jurisdiction shall be in effect that
restrains or prevents the transactions contemplated

hereby.

(d) Form S-4. The Form S5-4 shall have been
declared effective under the Securities Act and shall
not be the subject of any stop order or proceedings
seeking a stop order, and any material "blue sky” and
other state securities laws applicable to the issuance
of the Media Stock and Series D Preferred Stock shall
have been complied with.
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(e) HNXYSE Listing. The shares of Media Stock
issuable to the Company's stockholders pursuant to this
Agreement shall have been approved for listing on the
NYSE, subject only to official notice of issuance.

(£)
=artain Elections. The holders of shares of
Preferred Stock shall have converted such shares into
shares of Company Common Stock, effective no later than
immediately prior to the Effective Time. :

8.2 gconditions of Obligations of Acquiror. The
obligations of Acquiror to effect the Merger are subject to
the satisfaction of the follow conditions, any or all of
which may be waived in whole or part by Acquiror:

(a) Representations and Warranties. There shall
be no breach of any representation or warranty of the
Company made hereunder that, individually or together
with all other such breaches, results in a Material
Adverse Effect with respect to the Company. Acquiror
shall have received a certificate from the
dated the Closing Date signed by an authorized officer
::Mithnimy certifying to the fulfillment of this

tion.

(b) Agreements. The Company shall have performed
and complied in all material respects with all of its
respective undertakings, covenants, conditions and
agreements required by this Agreesment to be performed
or complied with by it prior to or at the Closing.
Acquiror shall have received a certificate from the
Company dated the Closing Date signed by an authorized
officer of the Company and certifying to the
fulfillment of this condition.

(c) ITax Opinion. Acquiror shall have received an
opinion of Weil, Gotshal & Manges LLP, dated the
Closing Date, to the effect that (i) the Merger should
be treated for Federal income tax purposes as a
reorganization within the meaning of Section 368(a) oI
the Code; (ii) each of iror and the Company should
be a party to the reorganization within the meaning of
Section 368(b) of the Code; and (iii) no gain or loss
should be recognized by the Company or Acquiror as a
result of the Merger. In rendering such opinion, Weil,
Gotshal & Manges LLP may receive and rely upon
representations contained in certificates of the
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Company, Acquiror, and certain stockholders of the
Company.

(d) latters from Affiliates. Acquiror shall have
received from each Person in the letter referred to in
Section 7.13 an executed copy of an agreement
substantially in the form of Exhibit D.

(e) Consents. All Y Consents (other than
Franchise Consents) Consents shall have
been obtained, except where the failure to obtain any
such consent would not have a Material Adverse Effect
with respect to the Company or Acquiror, as the case
may be.

(f) ZTransaction Documents. Each of the
Transaction Documents which were not executed on the

date hereof shall have been duly authorized and
executed by the parties thereto other than Acquiror.

(9) Hi:::gfin?:ﬁhn:gl. Acquiror shal) have
received ev ’ form and substance reasonably
satisfa to it, that the number of Dissenting

Shares shall constitute no greater than 10% of the

total number of shares of Company Common Stock

(as conversion of the Company Preferred Stock)
immediately prior to the Effective Time.

(h) Other Actions. The Company shall have
disposed of the Designated Assets as provided in
Section 7.7.

(1) Litigation. Except as described in Section
7.6(c), there shall not be pending cr threatened any
va-rnnnntnlt:uthori any luitibzgtion ::rgrou-d ’
(i) seeking restra or the er or

to obtain from or the Company or any
of their respective Subsidiaries in connection with the
Merger any material damages, (ii) seeking to prohibit
or limit the awnlrlhizror operation by , the
Company or of their respective Subs ies of any
material on of the business or assets of Acguiror
and its Subsidiaries taken as » whole or the
and its Subsidiaries taken as a whole, or to compel
Acquiror, the or any of their respective
Subcidiaries to dispose of or hold separate any
material portion of the business or assets of Acquiror
and its Subsidiaries taken as a whole or the Company
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and its Subsidiaries taken as a whole, in each case as
a4 result of the Merger or any of the other transactions
contemplated by this Agreement or the Transaction
Documents, (iii) seeking to impose limitations on the
ability of Acquiror to acquire or hold, or exercise
full rights of ownership of, the shares of y
Capital Stock, including the right to vote such shares
of Company Capital Stock on all matters properly
presented to the stockholders of the Company or

(iv) seeking to prohibit Acquiror from effectively
controlling in any material respect any portion of the
business or operations of the cz:inuy or any of its
Subsidiaries taken as a whole, ch, in each case, has
a reasonable likelihood of success and if decermined in
a manner adverse to the or Acgquiror, could
reasonably be expected to result in a Material Adverse
Effect with respect to Acquiror or the Company.

(1) m_lﬁ.himm The Company
shall have obtained, accordance with the terms of

Section 7.5, (i) all Franchise Consants r

pursuant to this Section 8.2(j) (the "Requ

Franchise Consents"); (ii) all License Consents for
each FCC license set forth in Section 4.6 of the
Company Disclosure Letter and (iii) to the extent
required by the FCC or any Governmental Authority with
jurisdiction, the Social Contract Consent; provided,
however, that each Franchise Consent and License
Consent and the Social Contract Consent required to be
obtained hereunder shall be a Final Order. The
aggregate number of Subscribers covered the Required
Franchise Consents (i) as to which Franchise Consents
are obtained in accordance with the terms of Section
7.5 and (ii) that do not require Pranchise Consents,
shall equal at least ninety percent (90%) of the total
nunt;r of :uhncrih-rn aovur-diby all rrnn:hi:tn and
shall equal at least ninety-five percent (95%) of the
total number of Subscribers covered by Franchises
located within the thirty largest Met: litan
Statistical Areas (as ranked on the basis of the 1994
U.S8. Census by Rand McNally) in which the Company or
its Subsidiaries operates a Franchise, in each case as
of ‘March 31, 1996 based on the Company's month-end
billing report as of such date, as adjusted to reflect
any acquisitions or dispositions of Systems. The
lgquglt. number of Required Franchise Consents (i) as
to which Franchise Consents are obtained in accordance
with the terms of Section 7.5 and (ii) that do not
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require Franchise Consents, shall equal at least
eighty-five percent (85%) of the total numbar of
Franchises as of the date hereof.

(k) mm,:.mmm All
corporate proceedings taken by the Company in

connection with the transactions contemplated
‘n:i:::cl:ory in llind ial ey :.ﬂqu:lm al
sa mater respects to and
Acquiror's counsel, and Acgquiror and Acquiror's Counsel
shall have received all such counterpart originals or
certified or other copies of such documents as they may
reasonably reguest.

8.3 ‘
The obligation of the Company to effect the
subject to the satisfaction of the following conditions, any
urnllntuhiuhuyh.hlvndinuhohor1npart:hyth¢

Company:

(a) Representations and Warranties. There shall
be no breach of any representation or warranty of
Acquiror made hereunder that, individually or tofcuur
with all other such breaches, results in a Material
Adverse Effect with respect to Acquiror. The
shall have received a certificate dated the Closing
Date si by an authorized officer of iror
certifty to the fulfillment of this condition.

(b) Agreements. Aaﬂiror shall have performed

and lied in all material respects with all of their
ve s, covenants, conditions and

agreements ired by this Agreement to be performed
or complied with by Acquiror prior to or at the
Closing. The Company shall have received a certificate
dated the Clos Date signed by an authorized officer
of Loquig.:or certifying to the fulfillment of this
condit . !

(¢) ZTax Opinion. The Company shall have received
an opinion of Sullivan & Worcester LLP, dated the
clo:tng Date, to the effect that (i) the Merger will be
treated for Federal income tax purposes as a
reorganization within the meaning of Section 368(a) of
the Code; (ii) each of the Acquiror and the Company
will be a party to the reorganization within the
meaning of Section 368(b) of the Code; and (iii) gain,
if any, realized will be recognized by a stockholder of
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the Company as a result of the Merger, but not in
excess of the amount of cash received by such
stockholder. In rendering such opinion, Sullivan &
Worcester LLP, may receive and rely upon representa-
tions contained in certificates of Acquiror, the
Company, and certain stockholders of the Company.

(d) Consents. All Company Consents and Acquiror
Consents shall have been obtained, except wvhere the
failure to obtain any such consent would not have a
Material Adverse Effect with respect to the Company or
Acquiror, as the case may be. .

(e) ZIransaction Documents. Each of the
Transaction Documents shall have been duly authorized
andmt..dbyth-pnruuthqrmm:huthmth-
Company

(£) m_l%m The shares of
Series D Preferred Btock le to the Company's
stockholders pursuant to this Agreement shall have been
approved for list on the NYSE or otherwise a
for listing or eligible for trading as provided
gwtim 7.12 hereof, subject only to official notice of

ssuance.

(g) W&mﬂm All
corporate taken Acquiror in connection

wvith the transactions contemplated hereby and all
documents incident thereto shall be reascnably
satisfactory in all material respects to the Company
and the Company's counsel, and the and the
Company's counsel shall have received all such
counterpart originals or certified or other copies of
such documents as they may reascnably request,

ARTICLE IX
TERMINATION AND AMENDMENT

9.1 ZTermination. This Agreement may be
terminated and the Merger may be abandoned at any time prior
to the Effective Time, whether before or after approval of
the matters presented in connection with the Merger by the

stockholders of the Company:
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(a) by mutual written consent of the Company, on
the one hand, and iror, on the other hand, or by
mutual action of their respective boards of directors;

(b) by Acquiror, if any of the conditions set
forth in Section 8.1 or 8.2 shall have become incapable
of fulfillment, and shall not have been waived by
Acquiror, uummymnmmw
material respect any of its representations, warranties
or obligations hereunder and such breach shall not have
been cured in all material respects or waived and the
Company shall not have provided reasonable assurance
that such breach will be cured in all paterial respects
on or before the Closing Date, but only if such breach,
singly or tog:thnr with all other such breaches, would
have a Mater 1 Adverse Effect with respect to tiie

Company ;

(c) by the Company, if any of the conditions set
forth in Section 8.1 or 8.3 shall have bLecome incapable
of fulfillment, and shall not have been waived by the
Company, or if Acquiror shall breach in any =aterial
r any of its representations, warranties or
obligations hereunder and such breach shall not have
been cured in all material respects or wvaived and
Acquiror shall not have provided reasonable assurance
that such breach will be cured in all material respects
on or before the Closing Date, but only if such breach,
singly or together with all other such breaches, would
have a Material Adverse Effect with respect to

Acquiror;

(d) by either the Company or Acquiror, if the
Merger shall not have been consummated on or before
August 31, 1997 (the "Termination Date"); provided,

» that if all the conditions set forth in
Article VIII (other than the conditions set forth in
Sections 8.1(a), 8.1(b), 8.1(c), 8.2(e), 8.2(h), 8.2(i)
and 8.2(j)) have been satisfied at the Termination
Date, either Acquiror or the Company may, by notice to
the other prior to such date, extend the Termination
Date to the latest date so extended by either party but
in no event later than December 31, 1997;

(e) by either the Company or Acquiror if the
Stockholder Approvals shall not have been obtained by
reason of the failure to obtain the required vote upon
a vote held at the Stockholders' Meetings (including
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any postponements or adjournments thereof); provided,
however, that if the Stockholder Approvals are not
obtained at the Initial Stockholders' Meeting solely by
reason of a failure to obtain approval of the Charter
Amendment, then this Agreement shall not ba terminable
unless the Stockholder Approvals shall not have been
obtained by reason of a failure to obtain the required
vote upon a vote held at the Additional Stockholders'

Meeting;

(£) by Acquiror, if the Company shall have
(1) withdrawn or modified, in a manner adverse to

+ its approval or recommendation of this Agree-
ment or any of the transactions contemplated hereby,
(1i) failed to include such recommendation in the Proxy
Statement, (iii) approved or recommended any
Acquisition Proposal from a Third Party or
(iv) resolved to do any of the foregoing;

(g) by the Company, prior to the approval of this
Agreement by the stockholders of the Company, if the
Board of Directors shall approve, and the Company shall
enter into, a definitive agreement providing for the
implementation of an Acquisition Proposal; .
howaver, that (i) the Company is not then in breach of
Section 7.10, (ii) prior to such termination, the
Company has negotiated with Acquiror in good faith to
u}- such adjustments én th-lt-rn and conditions of
this Agreement as woul enable the Company to proceed
with the transactions contemplated hereby and (iii) the
Board of Directors, has determined in good faith (on
the basis of the terms of such Acquisition Proposal and
the terms of this Agreement, after giving effect to any
concessions offered by Acquiror pursuant to clause
(ii).above), after receipt of written advice from the
ca-pum:bm-m legal counsel, that such termination
is ad le for the Board of Directors to act in a
manner consistent with its fiduciary duties to
stockholders under licable Law and (iv) the Company
shall provide to Acquiror prior written notice of such
tion, which notice shall advise iror of the
matters described in clauses (ii) and (iii) above;

(h) by the Company pursuant to Section
3.1(d) (11)(B); or

(i) by Acquiror pursuant to Section
3.1(d) (ii)(c).
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Notwithstanding the foregoing, a party shall not be
permitted to terminate this Agreement pursuant to clause
(b), (e) or (d) hereof if such party is in breach of any of
its material representations, warranties, covenants or
agreements contained in this Agreement.

9.2 Effect of Termination. In the event of
termination by the Company or Acguiror pursuant to Section
9.1, written notice thereof shall promptly be given to the
other parties and, except as otherwise provided herein, the
transactions contemplated by this Agreement shall be
terminated, without further action by any party.
Notwithstanding the foregoing, nothing in this Section 9.2
shall be deemed to release any party from any liability for
any breach by such party of the terms and provisions of this

9.3 Faes and Expenses. In order to induce
the Company agrees that if éﬂgl Agreement is terminated
(A) by Acquiror pursuant to Section 9.1(f) hereof, (B) by
the Company pursuant to Section 9.1(g) hereof, or (C) by the
Company or Acgquiror pursuant to on 9.1(e) hereof and
the Board of Directors shall have materially modified or
withdrawn its approval, determination or recommendation of
this Agreement or any of the transactions contemplated
hereby prior to the Initial Stockholders' Meeting or there
shall have been an isition Proposal and such proposal
shall not have been withdrawn prior to tha Initial
Stockholders' Meeting and within one year thereafter the
Company enters into a definitive agreement: with respect to
such Acquisition Proposal (including any definitive
agreement relating to an ition Proposal offered by the
same proponent or its Affiliate as such Acguisition
Proposal), then the Company shall promptly pay Acguiror a
fee of $125 million, plus an amount equal to the actual
reasonable fees and expenses paid or payable or on behalf
of Acquiror to its attorneys, accountants, env tal
consultants, management consultants, and other consultants
and advisors in connection with the negotiation, execution
and delivery of this Agreement and the transactions
contemplated hereby; provided, however, that payment for
fees and expenses shall in no event exceed $15 million. Any
payment raquired by this Section 9.3 shall be made in same
day funds to Acquiror by the Company no later than five
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Business Days following termination of this Agreement by
Acquiror or the Company, as the case may be.

9.4 Certain Purchase Obligations. (a) In order
to induce the to, among other th + enter into
this Agreement, Acquiror agrees that if this Agreement is
terminated by the Company pursuant to Section 9.1(h), then
the Company shall have the right, for a period of 30 days
thereafter, to require Acquiror to purchase from the
(the "Put Right") 5,650,000 shares of Series B Convertible
Preferred Stock, par value §$.01 per share, of the Company,
having the rights, preferences and terms set forth in the
Certificate of Designations attached as Exhibit E hereto
(tg;i'rut Shares") for an aggregate purchase price of $282.5
million.

(b) Following termination by the Company of this
Agreement pursuant to Section 9.1(h), the Company may
exercise the Put Right by deliver to Acquiror a written
notice of such exercise (the "Put Exercise Notice"), which
shall specify a date not less than 90 days from the date of
such notice for the closing of the purchase of the Put
Shares by Acquiror.

i (c) The closing with respect to the purchase of
tha Put Shares shall take place on the earlier of (i) the
date specified in the Put Exercise Notice and (ii) the
second Business Day following the date on which the last of
the conditions set forth in Section 9.4(d) is fulfilled or
waived, unless another date, time or place is agreed to in
writing the parties hereto (the "Put Closing Date"). At
such clos + the Company shall deliver to

certificates representing the Put Shares and Acquiror shall
deliver to the Company $282.5 million by wire transfer of
immediately available funds to an acconnt designated by the

Company.

(d) The obligations of Acguiror to purchase the
Put Shares shall be subject to the satisfaction prior to the
Put Closing Date of the following conditions:

(1) HSR Act. The waiting periods (and any
extension thereof) applicable to the purchase of the
Put Shares under the HSR Act shall have expired or been
terminated and there shall be no authorized or pending
action by a Governmental Authority seeking to restrain
or prevent the purchase of the Put Shares.
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(11) No Injunctions or Restraints. No statute,
rule, regulation, injunction, restraining order or
decree of any nature of any court or Governmental
Authority shall be in effect that restrains or prevents
the purchase of the Put Shares.

(1ii) Representations and Warranties. There
shall be no breach of any representation or warranty of
the made hersunder that, individually or ¥

‘together with all cother such breaches, results in a
Material Adverse Effect with respect to the Company.
Acquiror shall have received a certificate from the
cqnn{nmmmtuummunmbym
authorized officer of the Company certifying to the
fulfillment of this condition.

(iv) Agreements. The Company shall have
performed and complied in all material respects with
all of its ive undertakings, covenants,
conditions and agreements required by this Agreement to
be performed or complied with by it prior to or at the
Put Closing Date. Acquiror shall have received a
certificate from the cupm{ dated the Put Closing Date
liga-dbymnthnrindcﬂmotth-mfm
certifying to the fulfillment of this condition.

(v) Exanchise Consents. To the extent any
Franchise(s) individually or collectively representing
more than 5% of total ibers of the Company and
its Subsidiaries require notice to, or the consent of,
a Governmental Authority in connection with the
purchase by Acquiror of the Pu: Shares, the consent of
each such Governmental Authority shall have been

obtained by the Company.

(vi) « The
and Acquiror shall have entered & Registration
:iﬂhf-l Agresement substantially in the form of Exhibit F
ereto.

(e) From and after the Put Clesing Date, for so
long as Acquiror owns any of the Put Shares, Acquiror shall
acquire, or agree to acquire, directly or indirectly,

result of any such acquisition, Acquiror would beneficially
own 10 percent or more of the Company Capital Stock.
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9.5 Amendment. Subject to Applicable Law, this
Agreement may be amended, modified or supplemented only by
written agreement of Acquiror and the Company at any time
prior to the Effective Time with respect to any of the terms
contained herein; provided, however, that, after this
Agreement is approved by the Company's stockholders, no such
amendment or modification shall (1) alter or change the
mtnck;o 'i': kl.nd!o:h. consideration 11::; be delivered to the
s ars o Ca-pmror(-)utunrahnmnm of
the terms and conditions of this ¢ if such 4
alteration or change would adverse Yy affect the holders of
any class of capital stock of the Company.

9.6 Extension: Waiver. At any time prior to the
Effective Time, the parties hereto, by action taken or
authorized by their respective boards of directors, may, to
the extent legally allowed: (1) extend the cime for the

other parties hereto; (ii) waive any inaccuracies in the
representations and warranties containad herein or in any
document delivered pursuant hereto; and (iii) waive

contained herein. wwmmwtoflurty
hereto to any such extension or waiver shall be valid only
if set forth in a written instrument signed on behalf of
such party. m:llilmoflnyplrtyhlrototoul:rtmy
of its rights hereunder shall not constitute a wvaiver of
such rights nor in any way effect the validity of this
mumntarnnymthmtorthnrighto:nahputy
thereafter to enforce each and every provision of this

eement. No waiver of any breach of or non~-compliance
with this Agreement shall be held to be a waiver of any
other or subsequent breach or non-compliance.

ARTICLE X
GENERAL PROVISIONS

10.1 .
Neither the Company nor Acquiror may rely on the failure of
any condition precedent set forth in cle VIII to be
satisfied if such failure was caused by such party's (or
parties') failure to act in good faith or to use its
reasonable best efforts to consummate the transactions
contemplated by this Agreement in accordance with Section
7.4.
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10.2

« The representations, wvarranties and agree-
ments in this Agreement shall terminate at the Effective
Time or upon the termination of this Agreement pursuant to
Article IX, except that the agreements set forth in Articles
I, II and III and Section 7.11, 7.14 and 7.20 shall survive
the Effective Time and those set forth in Sections 9.2, 9.3,
9.4 and Article X hereof shall survive termination.

10.3 Expenses. Except as otherwise provided
herein, including in Sections 7.5 and 9.3, each of the
plrtiuhmtomnpqrt.hntmmwor its
respactive counsel, accountants and other experts and shall
pay all other costs and expenses incurred by it in
connection with the negotiatien, preparation and execution
ufﬁhﬂrmtmmmimmumm
consummation of the transactions contemplated hereby and
thereby; provided, howaver, that the Company shall pay, with
tm-ofmmymmwithmuprwid-dby
Acquiror, any and all property or transfer Taxes imposed on
the Company or any Gains Taxes.

the State of Delaware without reference to choice of law
principles, incl all matters of construction, validity
and performance.

10.5 Notices. Notices, requests, permissions,
waivers, and other communications hereunder shall be in
writing and shall be deemed to have been duly given if
signed by the respective Persons giving them (in the case of
any corporation the signature shall be by an officer
thereof) and delivered by hand, deposited in the United
States mail (registered or certified, return receipt
requested), properly addressed and postage prepaid, or
delivered by telecopy:

If to the Company, to:

Continental Cablevision, Inc.
The Pilot House

Lewis Wharf

Boston, Massachusetts 02110
Telephone: (617) 742-9500
Telecopy: (617) 742-0530
Attention: Amos B. Hostetter, Jr.
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with a copy to:

Chadbourne & Parke LLP

30 Rockefeller Plaza

New York, New York 10112
Telephone: (212) 408~5100

m.o:zy: (212) s41-5369
Attention: Dennis J. Friedman, Esq.
and:

Sullivan & ::rellt-r LLP
One Post Office Square
Boston, Massachusetts 02109
Telephone: (617) 338-2800

m.«Ty: (617) 338-2880
Attention: Patrick K. Miehe, Esqg.
If to Acgquiror, to:

U § WEST, Inc

7800 EBast Orchard Road
Englewcod, Colorado 80111
Telephone: (303) 793-6310
Tel H (303) 793=6707
At on: General Counsel

with a copy to:

Weil, Gotshal & Manges LLP

767 Fifth Avenue

New York, New York 10153
Telephone: (212) 310-8000
Telecopy: (212) 310-8007
Attention: Dennis J. Block, Esq.

Such names and addresses may be changed by notice given in
accordance with this Section 10.5.

10.6 mﬁm_nw This eement and the
Transaction Documents ( luding the Exhibits attached
hereto, all of which are a part hereof) contain the entire

understanding of the parties hereto and thereto with respect
to the subject matter contained herein and therein,
supersede and cancel all prior agreements, negotiations,
correspondence, undertakings and communications of the
parties, oral or written, respecting such subject matter.
There are no restrictions, promises, representations,
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warranties, agreements or undertakings of any party hereto
or to any of the Transaction Documents with respect to the
transactions contemplated by this Agreement and the
Transaction Documents other than those set forth herein or
therein or made hereunder or thereunder. Notwithstand
the foregoing, the Confidentiality Agreements shall rema
in full force and effect and shall survive any termination

of this Agreement.

10.7 Headings: References. The article, section
and paragraph headings contained in this Agreement are for
reference purposes unJI .ndt.:;ii not affect in any way the
meaning en o Agreement. All references
herein to "Articles", "Sections" or "Exhibits® shall be
deemed to be references to Articles or Sections hereof or
Exhibits hereto unless otherwise indicated.

10.8 Counterparts. This Agreement may be executed
in one or more counterparts and each counterpart shall be
deemed to be an original, but all of which shall constitute
one and the same original.

10.9 Parties in Interest: Assionment. Neither
this Agreement nor any of the rights, interest or
nbligntion- heresunder shall be assi by any of the
parties hereto without the prior written consert of the
other parties. This Agreement shall inure to the benefit of
and be binding upon the Company and Acquiror and shall inure
to the sole benefit of the Company and Acquiror and their
respective successors and permitted assigns. Except as set
forth in Section 7.11 and Section 7.14(c), nothing in this

+_express or implied, is intended to confer upon
any other Person any rights or remedies under or by reason
of this Agreement.

10.10 geverabilitv: Enforcement. The invalidity
of any portion hereof shall not affect the validity, force
or effect of the remaining portions hersof. If it is ever
held that any restriction hereunder is too broad to permit
enforcement of such restriction to its ;uli:;: n:ttnt, each
party agrees that a court of compatent jur ction may
enforce such restriction to the maximus extent permitted by
law, and each hereby consents and agrees that such
scope may be judicially modified accordingly in any
proceeding brought to enforce such restriction.

10.11 Specific Performance. The parties hereto
agree that the remedy at law for any breach of this
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Agreement will be inadequate and that any party by vhom this
Agreement is enforceable shall be entitled to specific
performance in addition to any other a riate relief or
remedy. Such party ui. in its sole discretion, apply to a
court of competent jurisdiction for specific parformance or
injunctive or such other relief as such court may deem just
undprnpcrinnrd-rtatn!mthi-lmtorprlmtany
violation hereof and, to the extent permitted by Applicable
Ll:a nﬁ party waives any objection to the imposition of
such relief.

10.12 Jurigdiction. Each party to thu':zrmt
hereby irrevocably agrees that any legal action, t or
proceeding arising out of or relating to this Agreement, the
Transaction Documents or any other agreements or
transactions oaut-::atn hereby shall be brought in the
Chancery Court of State of Delaware and each
hereto agrees not to assert, by way of motion, as a defense
or otherwise, in any such action, suit or any
claim that it is not subject personally to the jurisdiction
of such court, that the action, suit or proce is
brought in an inconvenient forum, that the venue of the
action, suit or proceeding is improper or that this
Agreement, any Transaction Document, any other agreement or
transaction or the subject matter hereof or thereof may not
be enforced in or by such court. Each party hereto further
and kr.an:H submits to the jurisdiction of such court in
any action, t or proceeding.
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IN WITNESS WHEREOF, the parties hereto have duly
executed this Agreement as of the date first above written.

U § WEST, INC.

By: :
Name: Charles M. 1llis
Title: Executive Vice President;
President and Chier
Executive Officer of the
U 8§ WEST Media Group

CONTINENTAL CABLEVISION, INC.

By:

Name: Amos B. Hostetter,
Title: Chairmen of Board and
Chief Executive Officer
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ATTACHMENT C

Form 10-K of

Continental Cablevision, Inc.

For the Period Ending December 31, 1995




UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K

(Mark One)

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF-1934 (FEE REQUIRED)

For the Fiscal Year Ended December 31, 1995
OR

[0 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE EXCHANGE ACT OF 1934
(NO FEE REQUIRED)

For the transition period from w0
Commission File Number 33-5747]

CONTINENTAL CABLEVISION, INC.

(Exact name of registrant as specified In ks charter)

Delaware 04-2370836
(State or other jurisdiction (LR.S. Employer
of Incorporatioa) Identification No.)
The Pilot House
B MA
Jmeo it )
executive offices)
617-742-9500

(Registrant's telcpbone number, lacludiag ares code)
Securities registered pursuant to Section 12(b) of the Act: None
§ Securities registered pifriuant to Section 12(g) of the Act: None

Indicate by check mark whether the registrant: (1) has filed all reports required to be filed by Section 13 or
15(d) of the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the
registrant was required to file such reports), and (2) has been subject to such filing requirements for the past 90
days. Yes_X _ No___

Indicate by check mark if disclosure of delinquent filers pursuant w Item 405 of Réjulation S-K is not
contained herein, and will not be contained, to the best of registrant's knowledge, in definitive proxy or
information statements incorporated by reference in Pant Il of this Form 10-K or any amendment to this
Form 10-K. X

The aggregate market value of the voting stock of the registrant held by non-affiliates is not applicable as
no public market for the voting stock of the registrant exists.

Number-of shares of the registrant’s Class A
Common Stock at March 15, 1996: 38885385

Number of shares of the registrant’s Class B
Common Stock at March 15, 1996: 109,664,521
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PART 1
Item 1. Business.

(a) Development of Business.

Continental Cablevision, Inc. (**Continental”’ or the **Company,’’ which terms include its consolidated
subsidiaries unless the context indicates otherwise) is a leading provider of broadband communications services.
As of December 31, 1995, the Company's systems and those of its U.S. affiliates passed spproximately 7.2
million homes and provided service to approximately 4.2 million basic cable subscribers, making the Company
.the third-largest cable television system operator in the United States. In.addition, Continental has pursued
mmmunwwuxmmmmmw
communications; (ii) interests in telecommunications and technology, including competitive-a~cess telephony
and direct broadcast satellite (*'DBS'") service; and (lif) interests in programming services.

Effective October 5, 1995, Continental acquired the cable television businesses and assets of Providence
Joumnal Company (*‘Providence Journal'"), serving spproximately 779,000 basic subscribers, through the merger
of Providence Journal into Continental and relsted transactions (the “'Providence Journal Merger''). The
Company also completed during the year ended December 31, 1995 (i) acquisitions cf systems serving
approximately 88,000 basic subscribers in Chicago, Illinois (*'Cablevision of Chicago'), 74,000 basic
subscribers in Michigan (**Columbia Cable of Michigan'") and 12,000 basic subscribers in Northern Califcria
(**Consolidated Cablevision of California**) and (li) the acquisition of the remaining 66.2% interest in N-COM
Limited Partnership I (**N-COM""), which owned systems serving approximately 56,000 basic subscribers in
Michigan (the *“N-COM Buyout"' and, collectively, the *‘Recent Acquisitions''). See ““Description of Business
—U.S. Acquisitions and Investments."

On February 27, 1996, the Company entered into a definitive Agreement and Plan of Nerger (the **Merger
Agreement'’) with U § WEST, Inc. (“U § WEST"') providing for the merger of the Company with and into
U S WEST (the “*Merger'’). As a result of the Merger, Continental's operations will become part of U § WEST
Media Group (**"UMG""), a leading global media snd telecommunications company. UMG is one of two major
groups that comprise U § WEST. U § WEST's other major group, U § WEST Communications, provides
elecommunications services to more than 25 million customers in 14 western and mid-westem states.

If the Merger is consummated, UMG will acquire all of Continental's outstanding capital stock for
eggregate consideration of approximately $5.3 billion, consisting of the following: shares of 2 new class of U S
mmnmmmm**&anwm%w:a billion, shares of
USMMMMM{'W&MM")MHHJW”HHIiimin
cash. The Common Stock, $.01 par value per share, of the Company (the *‘Common Stock"') has been valued at
$30 per share for purposes of the Merger. At U § WEST"s election, the cash consideration may be increased,
and the consideration to be paid in UMG Common Stock may be reduced, by up to $500 million. As part of the
Merger, US WEST will also assume Continental’s outstanding indebtedness and other lisbilities, which are

currently approximately $5.5 billion.

The Merger bas been structured to be a tax-free reorganization; the gain, if any, recognized by a Continental
stockholder will be taxsble only to the exient of any cash received. In the Merger, each holder of Class A
Common Stock of the Company (the **Class A Common Stock™’) is entitled to receive thares of UMO Commeon
Stock and shares of Series D Preferred Stock, and each holder of Class B Common Stock of the Company (the
*Class B Common Stock"") (including those issued upon conversion of the Series A Participating Convertible
Preferred Stock of Continental (the *“Series A Preferred Stock'")) is entitled 10 receive, a1 the holder's election,
either cash or shares of UMG Common Stock and shares of Series D Preferred Stock, or 2 combination thereof,
In order to maintain the tax-free status of the Providence Journal Merger, bolders of Class A Common Stock,
comprised mainly of former Providence Journal stockholders, will be asked to approve an amendment to the
Company's Amended snd Restated Certificate of Incorporation that will allow cash consideration to be received
caly by bolders of Class B Common Stock.




For purposes of determining the number of shares of UMG Common Stock to be delivered in the Merger,
such stock will be valued on the basis of the average last reponed intra-day sale price of UMG Common Stock
during the 20 trading days selected by lot from the 30 trading days ending on the fourth trading day before the
effective date of the Merger (the *“UMG Share Price™). Continental and U 5 WEST will be required to
consummate the Merger if the UMG Share Price as so determined is no less than 520,825 and no greater than
$28.175. If the UMG Share Price is below $20.825, Continental will have the right to terminate the Merger
Agreement unless U § WEST elects to issue shares of UMG Common Stock based on the actual UMG Share
Price. If U S WEST does not so elect and Continental terminates the Merger Agreement, Continental will have
the right To require U § WEST to purchase 5,650,000 shares of a new Series B Convertible Preferred Stock of
Continental for & purchase price of $282.5 million. Conversely, if the UMG Share Price is above $28.175, U §
WEST will have the right to terminate the Merger Agreement unless Continental elects to accept shares of UMG
Common Stock in the Merger based on the actual UMG Share Price.

The Merger is expectad (o close in the “ourth quarter of 1996. The consummation of the Merger is subject
to various conditions 10 closing, including, but not limited to, regulatory approvals and Continental stockholder
votes. Certain major stockholders have agreed to vote in favor of the Merger and other relstea matters. However,
no assurances can be given that the Merger will occur, or occur in the foregoing manner.

Unless otherwise indicated, all industry data set forth herein sre based upon information compiled by the
National Cable Television Association (*'NCTA"'), Paul Kagan Associstes and/or Warren Publishing Co., and
medisn household income data are derived from demographic information provided by Equifax Marketing
Decision Systems, Inc. The demographic information was provided by zip code area and was avernged by
Cootinental (weighted by the mumber of basic subscribers in each zip code arca) (1) for all (¥ the zip code areas
Continental serves and (ii) for the zip code areas in each of Continental's five U.S. cable television management
regions. Equifax Marketing Decision Systems, Inc. developed the 1995 demographic information by adjusting
1990 census data to take into sccount estimated growth rates which were developed by the WEFA Croup
(formerly Wharton Econometric Forecasting Associstes and Chase Econometrics).

‘The share information contained herein, except as otherwise provided, gives effect to a stock dividend of 24
shares, which was effective September 29, 1995, on each share of Class A Commaon Stock and Class B Common
Stock of the Company cutstanding on the record date for such stock dividend.

The Company logo is a trademark of the Company. All other brand names and trademarks appearing herein
are the prpperty of their respective bolders. .,

The Company was incorporated in the State of Delaware in 1963 and Las been providing basic and pay
cable televisjon services since its inception.

(b) Description of Business.

US. Cable Television Business

The Company’s five management regions operate systems that sre organized into 22 operating clusters in
20 states. As of December 31, 1995, approximately 55.0% of Continental’s total basic subscribers were located
in the Company's seven largest operating clusters. The Providence Journal Merger and the Recent Acquisitions
increased the total pumber of subscribers in these clusters by spproximately 33.0%, to more than 2.3 million.
Continental believes *hat itz operating scale in key markets geoorates significant benefits, including operating
efficiencies, and enhances its ability to develop and deploy new technologies and services.

wummmwudmunmmmhum
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advanced broadband networks and the demographic profile of its subscriber base, coupled with its effective
marketing, are esseatial to its ability to sustain pay-to-basic penetration rates and total monthly revenue per

Cable television is & service that delivers a wide variety of channels of television progr=mnming, consisting
primarily of video entertainment, sports and pews, as well as informational services, locally originated
programming and digital sudio programming, to the homes of subscribers who pay a monthly fee for the service.
Television and radio signals are received by off-air antennas, microwave relay systems, satellite earth stations
and fiber-optic cables and then distributed to subscribers’ homes over networks of coaxial and fiber-optic cables.

The Company's systems offer subscribers various levels (or *‘tiers'’) of cable services consisting of
broadcast television signals available off-air in any locality, television signals from so-called *‘superstations’”
originating in distant cities (such as WTBS, WGN and WWOR), various saiellite-delivered, non-broadcast
channels (such as Entertainment and Sports Programming Network (“*ESPN'"), Cable News Network (**CNN'),
the USA Network (“USA’") and Music Television (**MTV"")), displays of information festuring news, weather
and stock market reports and programming originated locally by the systems (such as public, educational and
governmental access channels). The Company's systems also provide premium services to basic subscribers for
an extra monthly charge. These premium services include Home Box Office (“"HBO''), Cinemax, Showtime,
The Movie Channel, Encore, The Disney Channel and certain regional sports networks, which are satellite-
delivered channels that consist principally of feature films, live sporting events nd other special entertainment
features, presented without commercial interruption. Certain of the Company’s systems also carry

Although services vary from system to system because of differences in channel capacity and viewer
interest, most of Cootinental's systems offer 2 Basic Brosdcast Tier (“BBT™) as the lowest-priced tier
(comsisting generally of broadcast television signals available locally off-air, local crigination and public,
wmmmw;mummmmrm"jum(m
include cable programming services) and several premium and pay-per-view channels.

may choose various combinations of such services. Ceruain Continental systems offer satellite-
delivered, non-broadcast services as a New Product Tier (*“NPT""), which the POC has indicated it will forebear
from regulating. See *Legislation and Regulation®* for a description of recent legislation and regu..tion, which
limits Continental’s ability to price and tier certain programming services. Continental may offer such NPTs to
subscribers in additional systems as it expands channel capacity in such systems. As a result of a social contract
(the **Social Contract’") adopted by the Federal Communications Commission (the ““FCC"’), Continental is
permitied on each existing system (currently excluding the systems acquired in the Providence Journal Merger
and the Recent Acquisitions) to move up to four existing services oa CPS tier(s) 10 & single tier called a Migrated
Product Tier, provided such tier is offered without requiring customers 1o purchase any tier other than the BBT.
The rates of the Migrated Product Tier will be regulated under the Social Contract until January 1997 and then
may be converted into NPTs. Under & proposed amendment to the Social Contract that has been released for
public comment by the FCC (the *““Social Contract Amendment™), former Providence Journal systems and
mmhumm-ﬂmumuwmmm&
*“U.S. Operating Strat=gy—U.S. Regulatory Strategy; Social Contract.”’

A customer genenully pays an initial installation charge and fixed monthly fees for the BBT, CPS tier, NPT,
Migrated Product Tier snd premium programming services. Such moathly service fees constitute Continental’s
primary source of revenues. In addition to these monthly revenues, Continental's systems currently gencrate
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revenues from additional fees paid by customers for pay-per-view programming of movies and special eveats
and from the sale of available advertising spots on advertiser-supported programming. Continental's systems also
offer home shopping services, from which Continental receives a share of reveaues from sales of merchandise in
its service areas.

U.S. Operating Strategy

Continental's strategy in the United States is 10 acquire and retain customers that will subscribe to a broad
range of enhanced video, high-speed data, telephony and other telecommunications services. Execution of this
strategy involves the following key operating principles: :

Operuating Scale. Contineatal is commitied 1o preserving and further expanding its operating scale in key
markets (as measured by the pumber of homes passed) through intemnal growth and strategic acquisitions and
exchanges of systems. Continental belicves that operating scale is critical to its ability to meet the growing capital
and techmical requirements that are vital to its loog-term competitivensss and will enable it to realize operating
efficiencies, enhance its ability to develop and deploy new technologies and provide new services.

Large Regional System Clusters. Since its inception, Continental has conceatrated its operations in large
mﬂﬂm““Mhmm#ﬂnwmm:
well as in mid-sized cities, that gemerally have attractive demographics and are geographically diverse.
Continental believes that clustering creates operating efficiencies through reduced marketing and personnel costs
and lower capitsl expenditures, particularly in systems where cable service can be delivered to sevenl
communities within & single region through a central headend reception facility. Regional system clusters are
attractive to advertisers in that they maximize the scope and effectivencss of advertising expenditures. Large
system clusters also ensbie Continental to sttract and retain high-quality management at the system level and o
more effectively deploy new products and services. In addition to selectively acquiring systcms, Continental is
exploring opportunities 1o enlarge and enhance key sysiem clusters by exchanging certain of i1s systems for those
of otaer cable television operators. See *'U.S. Acquisitions and Investments.”

As of December 31, 1995, approximately 55.0% of Continental’s total basic subscribers were located in the
Company's seven largest opersting clusters, which include the greater metropolitan areas of Boston, Chicago,
Los and Detroit. The Providence Journal Merger and the Recent Acquisitions increased the total number
dmmhummﬁmwwnmnmuum

Cothmunities that are served by Continkltil's systems have a median household income of approximately
$42,300, versus the national median of spproximately $37,900. Continental’s five management regions operate
systems that are organized into 22 operating clusters in 20 states. No single region accounts for more than 24.9%
of total basic subscribers. Continental believes that this geographic diversity reduces its exposure to economic,
competitive or regulatory factors in say particular region.

Technologically Advanced Systems. Continental strives to maintain the highest technological standards in
the industry and is contioually upgmding its sysems. By deploying high-capacity fiber-optic cable and
sddressable technology in its broadband network, Coatinental continues to develop the foundation from which ©
Ms“wd“ﬂﬂ“&ﬂﬁwﬂﬁmm
Wmmummnﬁmmmm.ﬁm
Continental to control electronically the cable television services 1o be delivered o each customer, is essential to
realize the full growth potential of pay-per-view, tiered programming offerings such as NPTs and Migrated
Product Tiers and other interactive video services. Continental’s continuing investment in its systems enhances
picture quality and signal relisbility, reduces operating costs and improves overull customer satisfaction.

Continental continues to upgrade its systems with addressable technology and fiber-optic cable. As of
Decemiber 31, 1995, Continents] provided at least 54-channe! capacity in systems serving over 80.0% of its basic
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subscribers. In addition, Continental had addressable technology in systems serving approximately 88.0% of its
basic subscribers. Continental will also begin to deploy digital converter boxes, as they become commercially
available, to certain basic subscribers. Digital compression significantly increases the number of video channels
that can be carried on & system and greatly increases Continental's ability to provide enhanced video, high-speed
data, telephony and other telecommunications services. In addition to upgrading its systems, Continental is
deploying an information technology system in order to increase operating efficiencies (including billing and
Cusiomer service).

Continental has recently installed digital advertising insertion equipment in several markets including
Boston, Richmond, Jacksonville, Pompano, Dayton, Fresno and Detroit. This equipment allows Continental to
download advertisements electronically to certain headends, thereby siguificantly enhancing the flexibility and
relisbility of Continental’s advertising sales. Continental’s Northeast region employs high-speed Asynchronous
Transfer Mode switches, which, in addition to facilitating advertising insertion, have other potential uses,
including improving Continental's sbility to provide enhanced video, voice and high-speed data offerings.
Asynchronous Transfer Mode is a new high-speed data transport and packaging protocol that allows data, video
and voice to be sent simultanecusly over the same communication line.

Decentralized and Locally Responsible Management. Coatinental has developed 3 decentralized and
locally responsive management structure that brings significant management expertise and stability to every
region and allows Continental to respond effectively to the specific needs of the communities it serves. Broad
operating authority has been delegated to the Senior Vice President managing each region, who has, on sverage,
13 years of experience with Continental and 20 years within the cable industry, Certain employees, including the
regional Senior Vice Presidents, are awarded equity compensation in the form of restricted stock grants, which
vest over time, as an additional incentive o maximize stockholder value. Continental believss that the expertise,
stability and commitment of its regional management is integral to its ability to provid: superior customer
service, maintsir strong community and local regulstory relations and maximize growth potntial.

Effective Marketing. Cootinental setks to maximize revenues by increasing subscriptions to its BBT,
CPS, NPT, Migrated Product Tier, premium and pay-per-view progmmming services through effectve
marketing, combined with a local focus on customer service and community relations. Continental markets cable
television services through telemarketing, direct mail and door-to-door solicitation, reinforced by radio, cable
television, off-air television and newspaper advertising. Continental seeks to aftract end retain long-term
subscribers and increase the percentage of homes in its service areas that subscribe to expanded service offerings.
Coatinental believes that its technologically advanced systems and the demographic profile of its subscriber base,
coupled with its effective marketing, are essentialtd its ability to sustain pay-to-basic penetration rates and total
monthly fevenue per average basic subscriber that are among the highest in the cable industry. As of
December 31, 1995, Continental’s ratio of premium service subscriptions t» basic subscribers was 90.0%, and
its total monthly cable revenue per average basic-subscriber was $35.99.

Customer Service and Communilty Relations. Continents] believes that it is an Industry leader in
addressing the needs of its local customers. Through the use of surveys, focus groups, and other research wols,
and by coatinually investing in information technology and employes training, Continental belleves it has created
one of the most extensive customer service programs in the cable television industry, supported by training
centers in each of its regions. To improve its customer service efforts, Continental is in the process of
incorporating information technology into its customer service functions, which will enable customer service

to more effectively interact with the customer. Continental's emphasis on customer service has
belped to foster and sustain good relationships with the communities it serves.

wmuhhnmmmdeﬂmm@‘z
will provide a competitive advantage as it plans 10 market & range of enhanced video, high-speed
mdmmmmmuummmhm
with other providers of these services. See *“Competition."*
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rate of 202% from December 31, 1990 to December 31, 1995, Continental believes that these and other services
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In addition, Continental has created an advanced broadband telecommunications network for Boston
College in Newton, Massachusetts, which is a fully interactive, 750 MHz network providing service w0 150
classrooms, 250 administrative Jocations and over 8,000 outlets in dormitory locations on campus. The network
provides video and high-speed data services, including full access to library resources and the Internet from each
outlet, and will provide *‘cable-commuting"’ services to faculty, administrators and students. The project
represents an opportunity for Continental to capitalize on jts existing network infrastructure 0 provide

broadband network services. Based on its experience providing these services to Boston College,
memmmmhmhmm

Continental currently provides competitive-access telephony service to business customers in Jacksonville,
Florida and Richmond, Virginia. Continental is currently certificated 10 provide residentis] wlephony service in
Florida and California and has already installed telephony switching equipment in Jacksonville, Florida. The
Company plans 10 provide residential telephone service initially o multiple-dwelling units in selected Florida
communities in 1996 and introduce residential telepbone service to single-family bomes by the end of 1997.
Continental has applied for certification to provide telephony services in New Hampshire and will likely apply
for centification in Massachusetts, Illinois, Ohio, Virginia and Michigan during 1996,

Finally, the Company cwrently acts as a local distributor of the PrimeStar Partners, LP. (*'PrimeStar’’)
DBS service. In this role, it sells to, services, and collects monthly fees from consumers. PrimeStar, of which
Continental owns a 10.4% interest, currently offers a wide range of programming, including 73 channels of cable
and network television, sports and movies as well as several sudio channels. As of December 31, 1995,
Continental served approximately 80,000 of PrimeStar's spproximately 961,000 customers. In addition,
Continental's DBS-service business generated revenue of $37.0 million and operating income before depreciation
and amortization of $4.3 million for the year ended December 31, 1995, See *‘Management's Discussion and
Analysis of Financial Condition and Results of Operations’* and **Telecommunications and Technology.'’

US. Regulatory Strategy; Social Contract. In October 1992, Congress enacted the Cable Television
Coosumer Protection and Competition Act of 1992 (the 1992 Cable Act'), which, among other things,
authorized the FCC to set standards for governmental aathorities to regulate the rates for certain cable television
services and equipment and gave local broadcast stations the option to elect mandatory camriage or require
retran imission consent.

After exteasive evalustion of cost-of-service principles and economic and legal analyses by experts in the
rate regulation area, Continental decided to defend certain of its service rates using the FCC's benchmact
muwﬁummquwmmﬂ.

On August 3, 1995, the FOC adopted & Social Contract with Continental, wiiich covered all of Continental’s
franchises, regulated or uaregulated (excluding the franchises acquired in the Providence Journal Merger and the
Recent Acquisitions), It was the first comprehensive rate agreement involving cable television ever approved by
the FCC. Continents!'s Social Contract resolved 377 cable rate cases; provided $9.5 million of in-kind refunds
to affected subscribers; created low-priced life-line BBTs in all Continental systems in a manner that was
revenue-neutral to the Company; committed Continental 1o invest $1.35 billion in system rebyilds and upgrades
from 1995 through 2000 to expand channel capacity and improve techaical relisbility and picture quality; and
established a plan 1o stabilize rates for the BBT and for CPS tiers in all Continental franchises, including
franchises that are not subject to rate regulation.

In establishing low-priced life-line BBTs, Continental was permitied to adjust its CPS-tier rates to offset the
15% to 20% reductions in its BBT mates and to allow for external cost increases, inflation and channe| additions
permitied by the FOC's **going forward"* rules (the **Going Forward Rules'"). Under the Going Forward Rules,
Coantinental, along with other cable operators, during the two-year period beginning January 1, 1995, is permitted
1o add new services to the CPS tier and 1o reflect the cost of those new services by an amount not to exceed $.20
per added channel up to an aggregate of $1.20, plus the actual license foes for the added channels pot to exceed
& total of $.30. In 1997, a seventh channel may be added at a rate of $.20 plus the license fee.
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Pursuant to the Social Contract, Continental is permitied to conduct & second round of channel additions

during the three-year period commencing January 1, 19598 on the same terms as iie first round under the Going
Forward Rules.

Continental is also permitted to average broad categories of equipment and various installation costs for all
its systems on a state or region-wide basis, rather than on a franchise-by-franchise basis. This averaging is now
also permitted by the Telecommunications Act of 1996 (the **1996 Telecommunications Act''), discussed herein.
Such rated will be reviewed and approved by the FCC, subject to enfogcement by local franchise suthorities.

Finally, Continents] is permitted on each system to move up to four existing services on CPS tier(s) to0 2
single Migrated Product Tiez, provided the Migrated Product Tier is offered without requiring customers to
purchase any tier other than the BBT. The rates of the Migrated Product Tier will be regulated in accordance
with price lim!1s contained in the Social Contract until Jaouary 1, 1997, at which poiat Continental systems may
elect to convert their Migrated Product Tiers into NPTs, as defined by the Going Forward Rules, provided the
tiers continue to be offered without requiring customers to purchase any tier other than the BBT. The mtes for
the NPTs are regulsted by market forces. See ‘‘Legislation and Regulation—Federd Regulation—Rate
Regulation. " In addition, Continental has the right 10 add en unlimited number of new channels to its Migrated
Product Tier at $.20 per channel, plus the actual license fees for the added channels.

Continental has the right to petition the FCC to incorporate acquisitions 2f cable television sysems under
the Social Contract. The Social Contract Amendment was released by the FCC for public comment on March 6,
1996.

The Social Contract Amendment, if adopted, would incorporste into the Social Contract all franchises
uﬁdhhlﬂﬂhﬂiﬂﬂllﬁp‘dh“mmdm‘u—lm
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CPS-tier services, &s in the original Social Contract.

The Company would be sble 10 continue to offer all packages of a la cane ¢ annels that are curreatly offered
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migrated from regulated CPS tiers.
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Contract Amendment, but would be bound by the other terms of the Social Contract Amendment. Further, if a
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franchise sres would not receive their share of the $250,000 prospective rate reduction.
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The resolution of pending rate cases is without any finding by the FCC of any wrongdoing by the Company,
Providence Journal or any of the entities from which the Company purchased systems in the Recent Acquisitions.

In additicn, the proposed Social Contract Amendment would effect cenain changes 1o the original Social
Ceantract, such as an increase in the capital investment commitment from $1.35 billion to 51.7 billion for the
upgrade of Continental's sysiems, including the systems acquired in the Providence Journal Merger and the
Recent Acquisitions. In addition, instead of using the Going Forward Rules and the second round of Going
Forward Rules permitied by the Social Contract, Continental would agree to add, on average, 10 additional
regulated-services to the CPS tier during the life of the Social Contract and would be able to increase moathly
rates for the CPS tier by $1.00 each year in the systems acquired in the Providence Journal Merger and the
Recent Acquisitions from 1996 through 1999 (net of any Going Forward increases taken in 1996) and by $1.00
each yesar in all other Continental systems from 1997 through 1999. During the life of the Social Contract, the
ocnly other permitted CPS-tier increases would be for inflation and increases in external ..=%. The Company
would provide a free cable comnection o public schools (K-12) and 2 cable connectior at cbst 1o secondary
private schools whose students receive funding under Title | of the Elementary and Secondary Education Act
and would provide free cable service to all connected schools. Within ooe year of the commercial availability of
& Continental oo-line service for personal computers, the Company would, upon request, provide the cable-
connected schools with one free modem and free on-line service during the school year. Additional modems
would be made available at cost. The Company would also provide teacher training and support.

The rate restructuring, Migrated Product Tier and **Going Forward'' adjustments that Continental has
implemented under the Social Contract and the Social Contract Amendment, if adopted, will continue to apply
to systems divested by Continental through a2 system sale or exchange. Other rights and obligations will apply
only if the naw owner notifies the FCC that it agrees 10 be bound by the same or similar terms and conditions as
those contained in the Social Contract and the Social Contract Amendment, if acopted. Continental will not be
relieved of its total capital investment requirement under the Social Contract and the Social Contract
Amendment, if adopted, by reason of these divestitures. The Social Contract also provides for its terminstion in
the future if the laws and regulations applicable to services offered in any Continental franchise change in a
manner that would have a material favorable financial impact on Continental. In that instance, the Company may
petition the FCC to terminate the Social Contract.

In February 1996, the 1996 Telecommunications Act was enacted into law. The 1996 Telecommunications
Act modifies various provisions of the Communications Act of 1934, the Cable Communications Policy Act of
1984 (the **1984 Cable Act'') and the 1992 Cable Act, with the intent of establishing a pro-competitive,

policy framework for ielecommuygjications. Among other provisions, discussed below, the 1996
T Act sets a date for removal of CPS-tier rate regulations, allows telephone companies to
build and operate cable systems in their local markets, and sets forth the conditions for voice and data
competition in the local telephone market. The Company at this time cannot predict the full effect that the 1996
mm«&mswmmhuuw:m See
*Legislation and Regulation."*




US. Systems
The following tabic summarizes the growth of the Company and its affiliates within the United States since
December 31, 1993,

As of December 31,
1993 o 1995
Homes passed by cable (1) ...ooveviisninaniininnnrnnniinees 5,192,000 5372000 7,191,000
Number of basic subscribers (2) ...vovevreniriiisssninnnnnns 2,895,000 3,081,000 4,190,000
Basic penetration (3) «.cccvvvsiririiraiiiiiiiiiiniiniaiiiins ! 555% 574% 38.3%
Number of premium subscriptions (4) ......cciiiarsinscrsss vl 2,454,000 2635000 3,770,000
Premium penetration (5) «-.vovescnsascscsnssssnrsranrnssnens 848% 85.5% 90.0%
Monthly cable revenne per average basic subscriber (6) .......... $35.69 $35.06 $3599

(1) Represents estimated dwelling units located sufficiently close to the Company's cable plant'to be practicably
connected without any further extension of principal transmission lines.

(2) A “*basic subscriber’’ means & person who, at 2 minimum, subscribes to the Company's BBT which consists
of broadcast television signals svailable off-air locally, local origination and public, educational and
governmental access channels. Bulk subscribers are accounted for on an *‘equivalent biling unit'’ besis,
dividing aggregate BBT revenues by the stated BBT rate.

(3) Basic subscribers as a percentage of homes passed by cable.

(4) Eguals the pumber of premium services subscribed to by basic subscribers. Premium services include only
single channel services offered for 2 monthly fee per channel and do not include packages of chanels
offered for a cingle monthly fee.

(5) Premium subscriptions as a percentage of basic subscribers. A basic subscriber may parchasc more than
one premium service, each of which is counted as a separate premium subscription. This ratio may be
greater han 100% if the average customer subscribes (o more than one premium service.

(6) Cable revenmes (exciuding DBS-service revenues) divided by the weighted average number of basic
subscribers for the Company's consolidated subsidiaries during the twelve-month period ended December
31 for each year presented.
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The following table sets forth operating information pertaining to Continental's US. systems and the
systems of certain U.S. affiliates as of December 31, 1995.

Homes Number of Number of
Passed By Baudc Basic Premium Premium
Maoagement Region Cable  Subscrfbers Penetration Sabscriptions Penetration
Northeast Reglon
Eastern New England 692% 306567  93.5%
Southern New England (RI, MA). 386,406 266399 689% 250831 94.2%
Northern New 76.2% 114,963 64.9%
Western New 68.9% 132,412 86.6%
New York (Haverstraw/Ossining) 9% 98,329 82.2%
p 1 R e I N e 4 713% 503,102 86.5%
Western
Southemn ; 319.4% 645,954 115.4%
Greater Metropolitan Fresno. 41.3% 167242  1058%
Greater Stockton. 94,625 578% 62,215 553%
Yuba City, T3.9% 44,108 135.0%
Mevaddh .....covnvivesicscisscsnnnnans 72.1% 6,453 65.1%
Northern California/Washington/Idaho 66.5% 15822 45.0%
P 1 R S R R L 4.1% 941,794  103.7%
Southeast
Jacksonville, 242636 582% @ 134134 1047%
Pompano/Hialeah, Florida 386,633 59.9% 171,741 T4.2%
Naples, Florlda. . .....ccccenvacrarcnancacass - 68.0% 61,085 50.4%
Richmond, Virginia . 617% 140421 @ B41%
TOMl . sariiisdsonsnsansssansnnsssssndies 6L1% 627381 813%
Midwest Region
E Tl e e U R L 68.8% 123,885 T2.0%
Greater 65.9% 223 868 86.2%
Lansing and 68.6% 54,437 633%
Cireater 70.7% 62,335 71.9%
North Central Ohio 69.2% 56,673 67.6%
T, ciciencsvunnnnesissssssnasnsnasns 61.9% 521,198 75.7%
Greater Metropolitan Chicago (W 7
est) 55.2% 408202 1173%
SouDern IR0, . ..covrevrovsncsscrssmancns TLI% 35,731 58.0%

576% 119879  1194%
©3% 135383  B8A%

p 1 e L S Ry 552% 699695  105.4%
Affiliated Companies (2) 552% 1322 62.7%

Totl,.ciseisenrnsanincassnssonssnsnnves _ﬂ_s_i 3,770,492 90.0%
Systems
Consolidated Systems 58.4% 3,693,170 208%
Affilisted 35.2% 32 6217%
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Management Regions. A description of Continental's five U.S. cable television management regions and
their significant operating clusters is set forth below.

Northeast. ‘The Northeast region is Continental’s largest management region based on the number of basic
cable subscribers, represeating approximately 20.4% of Continental's total homes passed and 24.9% of its wtal
basic subscribers as of December 31, 1995, This region includes systems in the New England states of Maine,
mmmwmmmumuhmmwmcm.
New York. Significant operating clusters in Massachusetts, which include greater metropoiiian Boston and the
city of Springfield and the surrounding communities in the western part of the state, represent approximately
Mdhm‘:ﬂmmmmmdmmnnd|&wﬂth
1994, which upon completion will result in a combination of 550 MHz and 750 MHz capacity for most of the
region. The median household income for the communities served by Continental in the Nosiheast region is
appreximately $47,700, versus the national median household income of $37,900. B

Western. The Western region represeated approximately 28.6% of Continental's total homes passed and
21.7% of its total basic subscribers as of December 31, 1995, This region includes systems in the city and county
of Los Angeles, where Continental is the largest cable operator, with approximately 560,000 of its basic
subscribers clustered in geographically contiguous franchises served by two beadends. This region also includes
Continental's Northern California systems, which include the cities of Fresno, Visalia, Stockton, and Yuba City,
as well 2s Reno, Nevada. An upgrade of the Los Angeles systems, that will bring capacity to 750 MHz, is
currently under way, The median household income for the communities served by Continental in the Western
region is spproximately $41,300.

Southeast. The Southeast region represented approximately 17.1% of Continental’s total homes passed and
18.2% of its total basic subscribers as of December 31, 1995, This region includes significant operating clusters
serving the communities surrounding Jacksonville, Neples and Pompano, Florida and Richmond, Virginia. The
Jacksonville cluster is one of Continental's largest, serving over 240,000 basic subscribers. In 1994, the
Jacksonville and Pompano systems commenced rebuild projects which will provide 750 MHz capacity to fiber
nodes serving spproximately 1,000 or fewer homes by 1997. The median household income for the communities
served by Continental in the Southeast region is approximately $35,600.

Hﬁu The Midwest region represcated spproximassly 14.1% of Continental's total homes passed and
16.4% of its total basic subscribers as of 31, 1995. This region includes systems in greater
mmnmmmuw«mmmw&m
mmhmo,w'nmmhwmuwmﬂmu
several comimunities throughout North Central Obio. The Dayton systems have recently been rebuilt to provide
mmmnhmmwmummmmwm
for the communities served by Continental in the Midwest region is approximately $40,000.

Central. The Central region represented approximately 16.7% of Continental's total homes passed and
15.8% of its total basic subscribers as of December 31, 1995, This region includes systems in metropolitan
mﬂmmwmmmummw*s
wwu.mmumwm«mmmm
Brook, Rosemont, Northfield, Westchester, and Wilmete, is one of Continental's largest, with approximately
mmmmwhmuﬁhmw'-mnMuum

M'ﬂ&w-ﬂMM"mmMWhh
communities served by Continental in the Central region is spproximately $44,800.
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Franchises. Continental believes it has maintained good relations with its local franchise suthoritics,
Continental has pever had a franchise revoleed, and 1o date all of its franchises have been renowed or extended at
their expirations, frequently on modified but satisfactory terms. Continental's franchises establish the terms and
conditions under which the systems are opersied. Typically, they establish cerain performance and safery
standards related 10 the Company's construction and maintenance of facilities in, under and over public streets
and rights-of-way in the franchise areas. Some, but not all, of these franchises specify the services o be offered.
Nearly all of the Company"s franchises provide for the payment of fees 1o the local franchising authorities, which
currently average approximately 3.2% of gross revenves. The 1984 Cable Act prohibits local franchising
authorities from imposing annual franchise fees in excess of 5.0% of gross revenues and also permits the cable
sysiem operator t0 seck renegotiation and modification of franchise requirements if warranted by changed
circumstances. The Company's franchises are usually issued for fixed terms ranging from 10 to 15 years and
must periodically be renewed. Most of such franchises can be terminated prior to their stated expirations for
breach of material provisions.

-

Franchises representing approximately 1.7 million basic subscribers are scheduled 1o expire through 2000.
The 1984 Cable Act provides, among other things, for an orderly franchise renewal process in which a franchise
renewal will not be unreasonably withheld or, if renewal is withheld and the system is acquired by the franchise
authority or a third party, the franchisc authority must pay the operator the *‘fair market value' of the system
covered by such franchise. In addition, the 1984 Cable Act establishes comprehensive renewal procedures which
require that an incumbent franchisee's renewal application be assessed oo its own merit and not as part of a
MhyAuoﬂM“m il o

Programming. The Company provides programming to its subscribers pursusnt (o contracts with
programming suppliers. The Company generally pays a fiat moathly fee per subscriber for nrogramming on its
basic and premium services. Some programming suppliers provide volume discount pricing structures and/or
offer marketing support to the Company. The Company’s programming contracts xre generally for fixed periods
of time ranging from 3 to 10 years and are subject to negotiated renewal. The costs o the Company to provide

pass to customers increases in costs in excess of the inflation rate. Management believes
that will continne to have access to programming services st ressonsble price levels. Sec
“‘Legislation and Regulation."'

|
e
|
i
!
:
1
E

company that provides video programming by sny means directly to subscribers, and 1o programming in which
such a company bolds an attributable ownership interest, thus allowing Continencal's cable systems siullar
access to programming developed by their telepbone company competitors.

Must Carry/Retransmission Comsent. The 1992 Cable Act cootains brosdcast signal carriage
requirements, and the FOC has adopted regulations which are currently in force implementing =ch statutory
carriage requirements. These new rules allow local commercial television broadcast stations, commencing oo
June 17, 1993 and every three years thereafier, cither 1o elect required camiage (“‘must-carry’’ status), or to
require a cable television system to negotiste for *‘retransmission consent’’ rights. A cable televisicn system
geoerally is required to devote up to one-third of its activated channel capacity for the mandatory carriage of

13
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U.S. Acquisitions and Investments
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The Providence Journal Merger. mmww:ﬂdwhuw
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November 18, 1994, as amended and restated as of August 1, 1995, by and among Continental, Providence
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wmduwwmumﬂwwrwmmﬂh
a series of related transactions, the result of which was that Providence Journal, following sn internal corporate
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specified permutted transferees until October 5, 1996.
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Continental systems. e

Other U.S. Acquisitions. The following s a summary of other recent acquisitions of U.S. cable systems
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In October 1995, Continental purchased Columbia Cable of Michigan's systems serving approximately
74,000 basic subscribers in Michigan for approximately $155.0 million. In December 1995, Continental acquired
the remaining partnership interests and discharged certain liabilities of N-COM, a limited parmership that
operates cable television systems serving approximately 56,000 basic subscribers in greater metropolitan Detroit
for approximately $88.0 million. The Columbia Cable of Michigan and N-COM systems are in close proximity
1o other Continental systems in its Midwest region.

In March 1996, Continental entered into a purchase agreement to acquire the remaining partnership interests
(the *“‘Pending M/NH Buyout'”) in Meredith/New Heritage Strategic Partners LP. (""M/NH"'). The purchase
agreement remains subject to the completion of cerain schedules and exhibits thereto, Continental currently
owns a 37.9% interest in M/NH. Under the current terms of the transaction, Continental would acquire the
remaining interests in M/NH for a cash purchase price of approximately $129.2 million, plus the assumption or
repayment of pproximately $90.0 million of indebtedness. As of December 31, 1995, M/NH owned and
operated cable television systems serving approximately 126,000 basic subscribers in the Minneapolis/St. Paul,
Minnesota area. These systems are in close proximity to Continental’s other systems in the Minneapolis/St. Paul
area. The closing of the Pending M/NH Buyout is expected 1o occur in the third quarter of 1996.

In December 1995, Continental and TCI Cable Parmers of St Louis LP. (**'TCI Cable Partners'’) agreed 1o
a tax-free exchange of the Company’s systems in and around St. Louis County, Missouri for TCI Cable Parmers'
systems in and around Andover, Barnstable, Nantucket and Waltham, Massachusetts. The systems of each party
cover 100,000 basic subscribers. The Company expects 10 consummate this tracsaction in the
second quarter of 1996.

U.S. Minerity Cable Investments. mmammwmu-mus.m
television companies has contributed to Continental's nationwide operating scale. As of December 31, 1995,
Continental held minority ownership positions in the following U.S. cable companies:

As of December 31, 1995
N R
(dallers ln thousuads)
Insight Communications Company, LP. ............. 304,261 163923  $172975 34.4%
Meredith/New Heritage Strategic Partners, LP(1) ..... 240,786 126047 88,732 37.9%
Prime Cable of Hickory, LP. ..covvvuvins PR 53,047 36,535 38,342 333%
mnqcuwm ........... T L e 1992 14,361 4,639 49.0%

(1) Continental has entered into a purchase agreement o acquire the remainirg ownership intorests in M/NH
from the other partmers and discharge or assume certain liabilities for total consideration of spproximately
$219.2 million. No assurances can be made at this time that such transaction will be consummated. See

“U.5. Acquisitions and lnvestments—Other U.S. Acquisitions.”

International Operations

Continental has made investments i international broadband communications networks, principally in Latin
America and the Pacific Rim. These investments represent opportunities for Continental to capitalize on its
managerial, technical and marketing expertise in international markets.

Argentine. Continental owns an spproximate 50% interest in Fintelco, S.A. (“'Fintelco™) an Argeatine
cable television operator. Fintelco is the largest cable television operator in Argentina, with spproximately
616,000 subscribers in regional system clusters in the Argeatine provinces of Bueaos Alres, Cordoba end Santa
Fe. These systems are curreatly managed by Continental's Argeatine partner, with technical assistance provided
by Continental.
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Fintelco's operating strategy focuses on creating large regional system clusters in key markets. As of
December 31, 1995, Fintelco had approximately 315,000 subscribers in the province of Buenos Aires, 179,000
subscribers in the province of Cordoba and 122,000 subscribers in the province of Santa Fe. Average monthly
subscriber rates for Fintelco's cable television services are the equivalent of approximately US$30, Most systems
in Argentina provide a single package of services, which typically includes premium movie channels such as
HBO Olé. For the fiscal year ended November 30, 1995, Fintelco recorded revenues of approximately US$244.0
million and operating income before depreciation and amortization of approximately US$47.0 million.

There is currently no regulation of cable subscription rates in Argentina. Cable operators in Argentina are
issued non-exclusive broadcast licenses for the carriage of their programming services, and may compete with
other cable operators for the same subscribers. The multi-channe] television industry in Argeatina is extremely
competitive. Fintelco competes in cerain areas of Buenos Aires, Cordoba and Santa Fe. Fintelco believes that
competition is prin.arily based on price, program offerings, customer satisfaction and quality of the system
network. Other cable operators in Buenos Aires include: Cablevision, S.A. (which is currently 51% owned by an
affiliate of U.S. cable operator Tele-Communications, Inc. (**TCI"")), Grupo Clarin (d/b/a Multicanal) and Fin
Cable S.A. (db/a Telefe).

In November 1990, the Argentine telephone system was privatized and two companie>. Telefonica de
Argentine S.A. (**Telefénica') and Telecom Argentina STET- France Téiecom S.A. (**Telecom''), were granted
exclusive licenses to provide local and long-distance telephony service. The exclusivity of these licenses is
scheduled to expire in 1997, but may be extended for an additional three-year period if the licensees have met
certain mandatory standards for the expansion of their telephone networks and improvements in quality of
service. No assurance can be given, however, that cable operators in Argentina will be permitied 10 offer
telephony services in 1997, in 2000 or at any other time in the future. During the period their talephoay licenses
are exclusive, Telefénica and Telecom are not permitted to provide cable television on a commercial basis over
their networks.

Australia. Continental has entered into an agreement with Optus Communications Pty Limited (**Optus’’),
the second licensed carrier in Australia, providing long-distance and cellular telephone services, Publishing and
Broadcasting Limited (*‘Nine'"), the parent company of Kerry Packer’s Nine Network, and Seven Network
Limited (**Seven"’) to create a broadband communications network in Australia. The venmre (**Opmms Vision'")
is owned 46.5% by Continental, 46.5% by Optus, 5% by Nine and 2% by Seven. Nine and Seven represent two
of Australia's three major commercial teleyision networks. Each of Nine and Seven has an option to increase at
fair value its shareholding to 20% and, 155, respectively, at any time prior 1o July 1, 1997. Optus Vision
is cable television, and will provide local telephone and & variety of advanced broadband interactive
services to business and residential customers in Australia’s major markets. Optus Vision anticipates that it will
begin to offer local telephone service in the second half of 1996,

Australia has a population of spproximately 17.8 million, with over 5.6 million television households and
VCR penetration of approximately 71%. Construction of the Optus Vision network began in March 1995, Optus
vmummmwumwmwwmlm.
beginning with the major metropolitan centers of Sydncy, Melbourne and Brisbane. '

Although the network will have capacity for 64 channels, Optus Vision began providiag a programming
package in September 1995, which now has 17 channels including three movie channels, three sports channels
and a variety of local and international programming.

mm:ﬁﬁHhﬂwyhmwhnndhmuduMqu
mmmnmhmmmmmmmmmmnu‘
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television services under the name FOXTEL over a cable television network, and (ii) Australis Media Lid.
(**Australis*), which currently provides subscription television services by way of Multi-channel, Multi-point
Distribution Services (**MMDS"'), commonly called wireless cable systems, under the name Galaxy and will
provide services by way of both MMDS and DBS technology in the future.

FOXTEL has entered into a long-term programming agreement for the exclusive distribution of Australis’
programming. FOXTEL and Australis announced a proposed merger of their operations in October 1995, In
February 1996, the Australisn Competition and Consumer Commission announced that the proposed merger
would breach certain provisions of the Trade Practices Act. As a result, the merger of FOXTEL and Australis

has not proceeded as proposed.

Optus Vision curently employs spproximately 1,600 people, including several former Continental
employees. H. Franklin Anthony III, the former Senior Vice President and Genera! Manager of Continental's
Northeast region, serves as the Chief Operating Officer of Optus Vision. .

Singapore. Continental has a 25% equity interest in Singapore Cablevision Pre Lud (“*'SCV"), a join:
venture that is constructing a high-capacity network to provide cable television and 2 variety of interactive
services to substantially all of Singapore’s approximate 820,000 households. SCV has the exclusive right,
through June 2002, to provide traditional cable television service in Singapore. Cable television service has not
previously been available in Singapore. Continental's parmers in this ventre are Singapore Technologies
Venture Pre. Lid., Singapore Intemational Media Pre. Lid. and Singapore Press Holdings Limited, each of which
is affilisted with the government of Singapore. The system activated fits first subscribers in June 1995, and by
1999, when construction is expected to be completed, it is anticipated that there will be nearly one million
households in Singapore. SCV's service offerings include both Mandarin end English language programming.
Continental is managing the system's construction and ongoing operations under a five-year agreement, for
which it receives management foes based upon the gross revenues generated by the system.

Telecommunications and Technology

Continental is currently rebuilding and upgrading its U.S. systems o create advanced hybrid fiber-optic and
coexial cable networks that will serve as the infrastructure for the provision of enhanced video, high-speed data,
telephony and other telecommunications services. Although Continental believes that demand exists to support
the entry of cable television companies into the telephony business, the offering of these services will require the
mﬂdmm-ﬂmmumummwm“m" and

chhlnhnuﬂllphﬂn L

I'OG Continental currently has a 20% equity intsrest in Teleport Communications Group, Inc. (“*TCG"),
2 leading *‘competitive-access provider’’ in the United States, TCG is & local telecommunications services
provider and & leading fiber-optic-based competitor 1o local telephone companies nationwide. TCG provides local
telecommunications services primarily over high-capacity fiber-optic networks (which it owns or leases from
cable operators such as Continental) to meet the voice, data and video tansmission needs of high-volume
business customers in major metropolitan areas throughout the United States. TCG's customers include long-
distance carriers and resellers, international telephone carriers, financial services firms, banking ard brokerage
institutions, media companies and other telecommunications-intensive businesses. In competition with the
Regional Bell Operating Companies (*'RBOCs") and other Local Exchange Carriers (""LECs""), TOG offers its
customers vendor diversity for local service, superior quality, competitive pricing and state-of -the-art technology.

Since 1985, TOG has owned and operated the nation's largest non-LEC local telecommumications network
in the New York City metropolitan area, the country’s leading telecommunications market Beginning in 1988
with the construction of & Boston network, TOG has expanded its network operations to 26 telecommunications
markets in the United States, including Los Angeles, Chicago, Sen Francisco, Dalles, Detroit, Miami, Houston,
Seattle, Sen Diego and Milwaukee. In several of these markets, Continental is a partner and & primary network
provider for TOG.
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In addition to Coantinental, the other partners in TCG include Cox Cable Communicauons, Inc. (*'Cox™").
TCI and Comcast Corporation (*'Comcast'"), which currently have interests of approximately 30%, 30% and
20%, respectively.

Other Telecommunications Activities. Continental also owns an 80.0% interest in Continental Fiber
Tmmmmaummmumdemqmmuummmm
memmmmmecMBEphmymhwwmm
Jacksonville, Florida and Richmond, Virginia, respectively.

Continental is currently centificated to provide residential welephony service in Florida and California and
has already installed telepbony switching equipment in Jacksonville, Florids. The Company plans to provide
residential telephone service initially to multiple-dwelling units in selected Florida communities in 1996 and
mmmmuwwu:m.wmwmm
bnﬂ%hﬂm“h&wﬂmﬁtmﬂﬁﬂl&ﬂyﬂhmﬂcﬂmhmm.
Ohio, Virginia and Michigan during 1996.

PrimeStar, Continental cusrently owns a 10.4% interest in PrimeStar, a nationwide provider of DBS
mmmwmm::wwmmmmmmam
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Comcast, Cox and Newhouse Broadcasting Corp. own 10.4% each).
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give PrimeStar the potential to deliver approximately 150 channels of programming. PrimeStar is sull
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service,
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in 1991.

Yeur Ended December 31,
1993 1994 1994
(dollars s Lhousands)
REVEDUES ..uuvvansassssssssnssssssssransannansassnsssrs $10,900 $27,800 $180,595
GIOWHH TRIE .. vovvrananssesssssstonsassnsssssnsnsonnrens 110% 155% 550%
CUSIOMIETS o 2 v v e eeasssnnsnsnsssssransrsnssaatasnssspsens 66,800 230,800 961,200
GIOWH [RIE . covvesemrrrvsansnnssesssssssssnsssannasness 51% 246% 316%
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Turner Broadcasting System, Inc. and Home Shopping Network, Inc. Continental holds marketable
equity securities of Tumer Broadcasting System, Inc. (**Turner'') and HSN. As of December 31, 1995, the
approximate market values of Continental's investments in Turner and HSN were $147.0 million and $4.4
million, respectively. On September 22, 1995, Tumer and Time Warer, Inc. (**Time Wamer'') entered into a
merger agreement providing for the merger of Turner into & wholly owned subsidiary of Time Wamer. The
merger agreement provides that all outstanding shares of Turner capital stock will be converted into shares of
Time Wamner common stock. If the merger is consummated under its current terms, the Company will receive
approximately 4.4 million shares of Time Warner common stock in exchange for its shares of Turner capital
stock. The merger is subject to a number of conditions, including segulatory spprovals. There can be no
assurances that all of the conditions to the consummation of the merger will be satisfied or that, as & condition to
the grant of regulatory approvals, changes will not be required to the terms of the merger. The spproximate
market value of the Time Wamer shares that Continental would have received had the merger taken place as of
March 11, 1996 would have been approximately $189.8 million. See **Management's Discussion and Analysis
of Financial Condition and Results of Operations—Liquidity and Capital Resources.' Tinfothy P. Neher,
Director and Viee Chairman of the Board of Continental, serves on the Board of Directors of Turner.

E! Entertsinment Television, Inc. Continental owns a 10.4% interest in E! Entertainment Television, Inc.
(“‘E!""), whose programming includes entertainment related news, information and features. E! ha> agreements
with every major U.S. cable television operstor and, as of December 31, 1995, was diswributed to spproximasely
373 million customers, representing more than 50% of US. multi-channe] television housebolds. Other
shareholders in E! include Comcast, Cox and TCI, each with an approximate 10.4% interest, and Time Warner
Cable, with a 48% interest. Robert A. Stengel, & Sealor Vice President of Continental, serves oa the Board of
Directors of E!.

The following is a summary of financial and operating statistics for El:

Year Ended December 31,
1991 1994 1995
(in Usousends, exorpt peroemlages)
T TP BN ey L g i DA TR LMo LI 531,700 $45,100 $74300
CrOwi TR ccssiisinsarinsiisissinasinsrssioreninsdnetsn 43.4% 549% 513%
BADICIIONES o o0 050 vics i ian it e bl bnysamredesin e drokn 25,800 27,800 37,300
Growth rBle .......ccovvnesensanssssesns sesssssasssnaanans 30.1% 78% 342%

Iy r
Natiokial Cable Communications, LP. Coutinents] has & 12.5% limited partnership interest in NCC, the
largest representation firm in spot cable advertising sales. The other limited parmers in NCC are Cox, Time
Warner Cable and Comcast, each with & 12.5% interest. NCC's managing parwer is Katz Cable Corporation,
with a 50.0% interest. Robert A. Stengel, a Senior Vice President of Continental, serves on the management
committee of NCC. See *“‘Mansgement's Discussion and Analysis of Financial Condition sad Results of

Operations—Liquidity and Capital Resources."

New England Cable News. Continental and The Hearst Corporation each own 50% of New England
Cable News, a regional cable news network featuring news, sports and weather programming on an exclusive
basis to cable television systems in the New England srea. New England Cable News had revenues of 355
million for the year ended December 31, 1995, Russell Stepbens, & Senjor Vice President of Continental's
Northeast region, serves on the Board of Directors of New England Cable News.

Viewer's Choilce. PPVN Holding Co. (“PPVN'"), which operaies under the brand-name Viewer's Choice,
is a cable operator-controlied buying cooperstive and distributor for pay-per-view programming. Continental
bolds a 10.0% interest in PP'VN. William T, Schieyer, the President and Chief Operating Officer of Coatinental,
serves on the Board of Directors of PPVN.
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TV Food Network.

The Sunshine Network. wﬂnwmuimumsmm-m
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the Board of Directors of The Sunshine Network.
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may have on Continental in the future.
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access without compensating the property owner. The access statutes of several staes have been challenged
successfully in the courts, including those of states in which Continental operates.

In tpcent years, the FOC has initisted new policies and suthorized new technologies to provide a more
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satellite to receiving facilities located on customers’ premises. Although satellite-delivered programming has
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systems.
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invested in PrimeStar, a medium-powered DBS-service provider, which currently offers 73 vhannels of video
and sudio service. In order to expand its service, PrimeStar’s partners have agreed in principle on 2 long-term
path for medium-powered DBS service with the option for a fifieen-year transponder lease from GE Americom
Communications Inc., which would give PrimeStar the potential to deliver approximately 150 channels of

Wireless Inc., another MMDS operator. A series of actions taken by the FCC, including realiocating
&aqnmﬁuwuwhhumvhtmwnmhmmdwmmw
munwmdmmmmmmw
mumwhunmﬁmmnmmumum
wummhmumumwmmmmmm
in the future or the impact such competition would have on Continental’s operations.

mmmuunmaumhmmmuuwﬂ-

bﬁﬂ““ﬂ.ﬁhﬂ“dﬂm-ﬂm.w

muuﬂnu*mmm-w.mmmaw
mﬁumwm#m.ﬂiﬂ:nm“m

oumw-umwmwmuuww
mmuﬁ.ﬁ?&h.ﬂhﬂﬂvﬁmhﬂmﬂmwmmnﬂm

21




mrmﬁmwdmulhmmmmndmhﬂnmmmmmmmﬂdﬂudmmﬂ
FM stations to use their subcarrier frequencies to provide non-broadcast services, including data transmissions.
mmcmuahdmmwmmmmmmmmmm“ywm
mwuwwmmwwmmmrmm
mumﬂmmtbmmtwuummm&dnlndmn
video services.
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1o enter the cable television and telecommunications business. The 1996 Telecommunications Act repeals the
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The 1996 Telecommunications Act also eliminates or streamlines many of the requirements applicable o
LECs, and requires the FCC and states 10 review universal service programs and encourage access (o advanced
telecommunications services provided by all entities, including cable companies, by schools, libraries and other
public institutions. The FCC and, in some cases, states are required to conduct numerous rulemaking proceedings
to implement these provisions.

Legislation and Regulation

The gable television industry is regulated by the FCC, some state governments and substantially all local
governments. In addition, various legislative and regulatory proposals under consideration from time to time by
Congress and various federal agencies may materially affect the cable television industry, The following is a
summary of federal laws and regulations affecting the growth and operation of the cable television industry and
a description of certain state and local laws.

Cable Communications Policy Act of 1984. The 1984 Cable Act became effective in December 1984,
This federal statute, which amended the Communications Act of 1934, created uniform national standards and
guidelines for the regulation of cable television systems. Violations by a cable welevision system operator of
provisions of the 1984 Cable Act, as well as of FCC regulations, can subject the operator to substantial monetary
penalties and other sanctions. Among other things, the 1984 Cable Act affirmed the right of franchising
authorities (state or local, depending on the practice in individual states) to award one or more franchises within
their jurisdictions. It also prohibited non-grandfathered cable television systems from operating without a
franchise in such jurisdictions. In connection with new franchises, the 1984 Cable Act provides that in granting
or renewing franchises, franchising authorities may establish requirements for cable-related facilities and
equipment, but may not establish or enforce requirements for video programming or information services other
than in broad categories. The 1996 Telecommunications Act preempted the ability of franchising authorities 1o
impose any oversight uf cable operators’ techmical standards.

Cable Television Consumer Protection and Competition Act of 1992. In October 1992, Congress enacted
the 1992 Cable Act. This legislation made significant changes to the legislative and regulatory environment in
which the cable industry operates. It amended the 1984 Cable Act in many respects. The 1992 Cable Act became
effective fu December 1992, although certain provisions, most notably those dealing with rate =gulation and
retransmission consent, became effective at later dates. The legislation required the FCC to initiate a number of
rule-making proceadings to implement various provisions of the statute, the majority of which, including certain
of those related 10 rate regulation, have been completed. The 1992 Cable Act allows for a greater degree of
regulation of the cable industry with respect 10, among other things: (i) cable system rates for both the BBT and
m@ﬁﬁﬂt(ﬁ]MmMMmﬁmmwﬂbwby
unaffiliated programming services; (iv) leased-access terms and conditions; (v) horizontal and vertical ownership
of cable systems; (vi) customer service requirements; (vii) franchise renewals; (viii) television broadcast signal
carriage and retransmission consent; (ix) technical standards; (x) customer privacy; (xi) consumer protection
issues; (xii) cable equipment compatibility; (xiii) obscene or indecent programming; and (xiv) subscription to
tiers of service other than the BBT as a condition of purchasing premium services. Additionally, the 1992 Cable
Act encourages competition with existing cable wlevision systems by: allowing municipalities 10 own and
operate their own cable television systems without & franchise; preventing franchising suthorities from granting
exclusive franchises or unreasonably refusing to award additional franchises covering an existing cable system's
service area; and prohibiting the common ownership of cable systems and co-located MMDS or SMATV
systems. The 1992 Cable Act also precludes video programmers effilisted with cable television companies from
favoring cable operators over competitors and requiies such programmers to sell their programming to other
multi-channel video distributors.

Various cable operators have filed actions in the United Siates District Court in the District of Columbia
challenging the constitutionality of several sections of the 1992 Cable Act. Pursuant 0 special jurisdictional
provisions in the 1992 Csble Act, a challenge o the must-carry provisions of the 1992 Cable Act was beard by a
three-judge panel of the district court. In April 1993, the three-judge court granted summary judgment for the
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remote controls, converter boxes and additional outlets; and allows the FCC w impose restrictions on the re-
tiering and rearrangement of cable services under certain limited circumstances,

The 1992 Cable Act autharizes the FCC to, among other things, set standards for governmental suthorities
to regulate the rates for cermin cable television services and equipment and gives local broadcast stations the
option to clect mandatory carriage or require retransmission consent.

Pursuant to suthority granted under the 1992 Cable Act, the FCC in April 1993 promulgated rate regulations
that established maximum allowable rates for cable television services; except for services offered on a per-
channel or per-program basis. In February 1994, the FCC adopted a revised regulatory scheme which included,
among other things, interim cost-of-service standards and a new benchmark formuls to determine certain service
rates. In creating the new benchmark formula, the FOC mandated a further reduction in rates for certain regulated
services., Final cost-of-service rules were adopted in January 1996. S

The FCC has issued a series of new rules covering such issues as increases for inflation and external costs,
and the addition of new channels to regulated CPS tiers (the *‘Going Forward Ruies™* and Form 1210); rules
permitting a single annual rate increase, and allowing operators to anticipate 12 months of inflation &ad known
increases in external costs, while providing for a true-up of costs after 12 months (Form 1240); abbreviated cost-
of-service rules for network upgrades (Form 1235); and rules that limit the FOC's review of CPS tier rate: to the
amount of the increase only, thereby grandfathering all rates that were unregulated prior to November 1995,

The FCC also publicly announced that it would consider *‘social contracts’* as an alternative form of rate
regulation for cable operators. Continental's Social Contract with the FOC was adopted by the FOC on August
3, 1995, The Social Contract settles all of Continental's pending cost-of-service mate cases and all of its
benchmark CPS-tier rate cases. Benchmark BBT cases will be resolved by Continental and local franchise
authorities. Under the Social Contract Amendment, which was released for public comnent on March 6, 1996
and incorporates into the Social Contract the systems acquired in the Providence Journal Merger and the Recent
Acquisitions, CPS-tier rates may be increased by $1.00 per year per subscriber plus inflation and allowable
external costs. BBT rates may increase by inflation and external costs. The Social Contract and, if adopted by
the FCC, the Social Contract Amendment, will govern Continental's future rates. The Social Contract also
provides for its termination in the future if the laws and regulations spplicable to services offered in any
Continental franchise change in s manner that would bsve a material favorable financial impact on Continental.
in that instance, the Company may petition the FCC to terminate the Social Contract. For a description of the
Social and the Social Contract Amendmeni see *‘Business—Description of Business—U.S. Operating
Strate . Regulatory Strategy; Social Contract."*

Furthermare, the 1996 Telecommunications Act, which provides for the deregulation of CPS-tier rates after
March 31, 1996, permits regulated equipment rates to be computed by aggregating costs of broad categories of
equipment at the franchise, system, regional or Company level The 1996 Telecommunications Act also
Mhnﬂdhﬁvﬁl”ﬂhﬂﬂm&‘ﬁhﬂ“ﬂiﬁnﬂ
instead requires that such complaints be filed by a franchizing authority.

The 1992 Cable Act provided that all rate regulation, for both the CPS tiers and for the BBT, is eliminated
when a cable system is subject to *‘effective competition’’ from another mmitichanne! video programming
provider such as MMDS, DBS, a telephone company, or & combination of sny or all of these. The 1996
Telecommunications Act expanded the definition of *‘effective competition™ 0 include instances in which »
local telephone company or its affiliste (or & multichanne! video programming distributor using the facilities of &
telepbone company or its affiliste) offers comparsbie video programming direcdy to subscribers by any means
(other than DBS) in the cable operator's franchise area. Since telephone companies sre providing or plasning to
provide video services in several of Continental’s franchise areas, this provision will aliow the Company greater
Bexibility in packaging and pricing its product in those markets.
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multiple dwelling units.

Other Regulations wunder the 1992 Cable Act. In addition to the foregoing rate regulations, the FCC has
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Carriage of Broadcast Television Signals. The 1992 Cable Act contasins signal camage requircments
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Deletion of Syndicated . FOC enable television broadcast stations that have
obtained exclusive distribution rights for syndicated in thei market to require a cable system to
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cable-related facilities and equipment and to enforce complisnce with voluntary commitments. In the case of
franchises in effect prior o the effective date of the 1984 Cable Act, franchising suthorities may enforce
requirements contained in the franchise relating to facilities, equipment and services, whether or not cable-
related. The 1984 Cable Act, under certain limited circumstances, permits a cable operator (o obtain
modifications of franchise obligations.

Renewal of Franchises. The 1984 Cable Act established renewal procedures and criteria designed w
protect incumbent franchises against arbitrary denials of renewal. While these formal procedures are not
mandatory unless timely invoked by either the cable operator or the franchising suthority, they can provide
substantial protection to incumbent franchisees. Even afier the formal remswal procedures are invoked,
franchising authorities end cable operators remain free (o negotiate a renewal outside the formal process.

Nevertheless, renewal is by no means assured, as the franchisee must meet certain statutory standards. Even
if a franchise is renewed, a franchising authority may impose new and more onerous requirements such as
upgrading facilities and equipment, although the musicipality must take into account the cost of meeting such

The 1992 Cable Act made several changes to the process under which a cable operator seeks to enforce jus
renewal rights that could make it easier in some cases for a franchising authority to deny renewal. While 2 cable
operator must still submit its request to commence renewal proceedings within 30 to 36 months prior to franchise
expiration 1o invoke the formal renewal process, the request must be in writing and the franchising suthority
must commence renewal proceedings not later than six months after receipt of such notice. The four-month
period for the franchising suthority to grant or deny the renewal pow runs from the submission of the repewal
proposal, not the completion of the public proceeding. Franchising authorities may consider the *‘level” of
programming service provided by a cable operator in deciding whether to resew. Franchising suihorities are no
longer preciuded from denying rencwal based oo failure to substantially coviply with the juaterial terms of the
franchise where the franchising authority has “‘effectively acquiesced’’ to such past violations. However, the
franchising suthority is estopped from demying renewal if, afier giving the cable operator notice and opportunity
to cure, it fails to respond 10 & written notice from the cable operator of its failure or inability to cure. Courts
may not reverse a deatal of a renewal based on procedural violations found to be “‘harmless exvor.”

Channel Ses-Asides. The 1984 Cable Act permits Jocal franchising autharities 10 require cable operators 0
set aside certain channels for public, educational and governmental access programming. The 1984 Cable Act
further requires cable television systems with 36 or more activated channels to designate a portion of their
channel for commercis! Jeased accesy by unaffiliated third parties. While the 1984 Cable Act allowed
cable substantia] latitude in setting leased-access rates, the 1992 Cable Act required leased-access rates
muumuummmmmﬂnmuwm
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adopt lower leased-access mates.

Competing Franchises. Questions concerning the right of a municipality to award de facto exclusive cabic
television franchises and to impose certain franchise restrictions upon cable television companies are under
consideration in Preferred Communications, Inc. v. City of Los Angeles, iovolving a proposed applicant for &
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Ownership and Cross-Ownership Limitations. The 1984 Cable Act codified then-existing FOC cross-
ownership regulations, which, in part, probibited LECs from providing video programming direcdy to customers
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The 1992 Cable Act codified this restriction and extended it to co-located SMATV systems. Permitied
amangements in effect as of October S, 1992 were grandfathered. In January 1995, the PCC loosened its
MMMd&Hdelﬂhwwmlmw:yuhu
same franchise area. The 1992 Cable Act permits states or local franchising suthorities to adopt certain additional
restrictions on the ownership of cabl~ television systems. .

The 1996 Telecommunications Act repeals the statutory ban oo cable-broadeast station cross-ownership to
permit common ownership or control of a television station and a cable system with overlapping service areas.
The 1996 Telecommunications Act leaves in place, however, the cable system-television station cross-ownership
restriction contained in the FOC's rules and does not mandate an outcome for the FCC's review ol the regulation,
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network and a cable system. The 1996 Tclecommunications Act removes the statutory ban on cable-MMDS
mwwﬂwhlm-um“ﬂhmhmum
competition.

Pursusnt to the 1992 Cable Act, the FOC has jmposed limits on the number of cable systems which a single
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provisiou of the 1992 Cable Act unconstitutional.
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full-time employees. Pursuant to the requirements of the 1992 Cable Act, ths FCC has imposed more detailed

Cabie Act, it could be required 1o pay damages, attarneys' fees and other costs. Under the 1992 Cable Act, the
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unsuthorized sccess to personally identifisble information.
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Anni-Trafficking/ Franchise Transfer Approval. The 1992 Cable Act precluded cable operators from selling
or otherwise transferring ownership of a cable television system within 36 months after acquisition or initial
construction, with various exceptions. This provision was eliminated by the 1996 Telecommunications Act. The
1992 Cable Act also requires franchising suthorities to act on any franchise transfer request submitted aner
December 4, 1992 within 120 days after receipt of all information required by FCC regulations and by the
franchising authority. Approval is deemed to be granted if the franchising authority fails o act within such
period.

Regigration Procedure and Reporting Requiremenis. Prior 1o commencing operation in a particuiar
community, all cable television systems must file a registration statement with the FCC listing the broadcast
signals they will carry and certain other information. Additionally, cable operators periodically are required to
file various informational reports with the FCC. Cable operators who operate in certain frequency bands are
required oo an anoual basis o file the results of their periodic cumulative leakage testing measurements.
Operators who fail to make this filing or who exceed the FCC's allowable cumulative leakage index risk being
prohibited from operating in those frequency bands in addition 1o other sanctions.

Technical Requirements. Historically, the FCC has imposed technical standards applicable o the cable
channels oo which broadcast stations are carried, and has prohibited franchising authorities from adopting
standards which were in conflict with or more restrictive than those established by the FCC. The FCC has
recently revised such standards snd made them applicable to all classes of channels which carry downstream
National Television System Commitiee video programming. Local franchising suthorities arc permitied to
enforce the FCC’s new technical standards. The FCC also has adopted sdditional standards applicable to cable
television systems using frequencies in the 108-137 MHz and 225-400 MHz bands in order 10 prevent harmful
interference with acronautical navigation and safety radio services and has also established limits on cable system
signal leakage. The 1992 Cable Act requires the FCC 1o periodically update its technical standards to take into
account changes in technology and to entertain waiver requests from franchising suthorities who would seek to
impose more stringeat technical standards wpon their franchised cable television systems. Although the 1992
Cable Act requires the FOC to establish *“‘minimum technical standards relating to cable teievisions systems
wwumm"umwmuhmwmmw

satisfied the new statutory mandate. The 1996 Telecommunications Act preempied the
lbﬂitydﬂ-ndﬁunhuﬁnbm”waubhm technical standards.

Pole Attachments. The FCC currently regulates the rates and conditions imposed by certain public utilities
for use of their poles, unless under the Federal Pole Attachments Act, state public utility commissions are able
to demaonstrate that they regulate rates, terms"and conditions of the cable television pole attachments. A number
of states an}l the District of Columbia have centifiéd to the FOC that they regulate the rates, terms and conditions
for pole attachments. In the absence of state regulation, the FCC administers such pole attachment rates through
use of & formula which it has devised and from time to time revises.

The 1996 Telecommunications Act modifies the current pole attachment provisions-of the Communications
Act of 1934 by requiring that wuilities provide cable systems and telecommunications carriers with non-
discriminatory access to any pole, conduit or right-of-way controlled by the utility. The FCC is required to adopt
pew regulations to govern the charges for pole stiachments used by companies providing welécommunications
services, including cable operators. These regulations are likely to increase the rates charged to cable companies
providing voice and data, in addition to video services. These new pole attachment regulations will not become
effective, bhowever, until five years after enactment of the 1996 Telecommunications Act, and any increase in
attachment rates resulting from the FOC's new regulations will be phased in in equal annusl increments over a
period of five years.

Other Matters. FCC regulation also includes matters regarding a cable system's carriage of local sports
programming; restrictions on origination and cablecasting by cable system operators; application of the rules
governing political broadcasts; customer service; home wiring and limitations oo advertising contained in non-
broadcast children’s programming. ‘
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emount was increased to $.49 per subscriber in 1995 and may be further increased in 1996. Fees are also assessed
for other licenses, including licenses for business radio and cable television-relay systems and earth stations,
which, however, may not be collected directly from subscribers. Beginning in 1995, no fee is assessed for
receive-only, cable-earth stations.

Copiright Regulation. Cable television sysiems arc subject 40 federal copyright licensing covering
mdmmhmhmwmmmwmm
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the number of distant signals carried and the location of the cable system with respect to over-the-air television
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interest on refunds received for the overpgyment of copyright fees. Originally, the Federal Copyright Royaity
Tribunal was empowered to make and, in fact, did make several adjustments in copyright royelty rates. This
tribunal was eliminated by Congress in 1993, Any future adjustment to the copyright royalty rates will be done
through an arbitration process to be supervised by the U.S. Copyright Office.

Various bills have been fatroduced into Congress over the past several years that would eliminate or modify
umwmwmmmuwumunmum
M;mwmmmmummmwm
for local and distant broadcast signals no longer serves the public interest and that private negotiations between
the applicable parties would better serve the public. Without the compulsory license, cable operators might need
to negotiste rights from the copyright owners for each program carried on each broadcast station in the channe]
lineup. Such negotisted agreements could increase the cost to cable operators of carrying bradcast signals. The
1992 Cable Act's retransmission consent provisions expressly provide that retransmission consen! agreements
between television broadcast stations and cable operators do not obviate the need for cable perators (o obtain @
copyright license for the programming carried on each broadcaster’s signal.

Copyright mmsic performed in programming supplied w cabie television systems by pay cable networks
(such as HBO) and cable programming networks (such as USA) has geoerally bsen licensed by the networks
mmMmummdmwmt'-M'ﬁmmm
(“'BMI""), the two major performing rightsorganizations in the United States. ASCAP and BMI offer *“through
to the vibwer" licenses 1o the cable netwdris, which cover the retransmission of the cable networks'
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malerially from jurisdiction to jurisdiction, and even from city to city within the same state, historically ranging
from reasonable to highly restrictive or burdensome. The 1984 Cable Act places cerain limitations on a
franchising authority's ability to control the operation of a cable system, and the courts have from time 1o time
reviewed the constitutionality of several general franchise requirements, including franchise fees and leased-
access channel requirements, often with inconsistent results. On the other hand, the 1992 Cable Act prohibits
exclusive franchises, and allows franchising authorities to exercise greater control over the operation of
franchised cable television systems, especially in the areas of customer service and rate regulation. The 1992
Cable Act also allows franchising authorities 1o operate their own multi-channel video distribution system
without having to obtain a franchise and permits states or loczl franchising suthorities 1o adopt certain restrictions
on the ownership of cable television systems. Moreover, franchising authorities are immunized from monetary
damage awards arising from regulation of cable television systems or decisions made on franchise grants,
renewals, transfers and amendments.

The specific teruns and conditions of a franchise and the laws and regulations under which it was granted
directly affect the profitability of the cable television system. Cable franchises generally contain provisions
governing charges for basic cable television services, fees to be paid to the franchising suthority, leagth of the
franchise term, repewal, sale or transfer of the franchise, temitory of the franchise, design and technical
performance of the system, use and occupancy of public streets and pumber and types of cable services provided.

Various proposals have been introduced at the state and local levels with regard 1o the reguiation of cable
television systems, and 2 number of states have adopted legislation subjecting cable ielevision systems 1o the
jurisdiction of centralized state governmental agencies, some of which impose regulations of & character similar
to that of a public utility.

Regulation of Telecommunications Activities. As noted above under ‘‘Telecommunications and
Technology,” Continental provides in certain of its systems alternate-access local telecommunications services
over & portion of its fiber-optic cable facilities, and Continental currently owns a 20% interent in TCG. Local
telecommunications activities are regulated by either the FCC or state public utility commiss:ons, or both. In
some instances, Continental or TOG may be required to obtain regulatory permission to offer such services, and
may be required to file tariffs for its service offerings, depending on whether particular alternate-access activities
of Coninental or TCG are classified as common carriage or privaie carriage. Sec '‘Federal Regulation—
Ownership and Cross-Ownership Limitations."' As noted sbove, the 1996 Telecommunications Act preempts
state and locally-imposed barriers 10 the provision of intrastate and interstate iclecommunications services by
cable system operators in competition with local telephone companies.

MMMumnhaﬁMdmmmWMﬂcmw
regulations and legislation relating to the cable television industry. Other existing federal regulations, copyright
licensing, and, in many jurisdictions, state and local franchise requirements, currently are the subject of a variety
of judicial proceedings, legislative hearings, and administrative and legislative proposals which could change, in
varying degrees, the manner in which cable television systems operate. Neither ¢ ¢ outcome of these proceedings
nor their impact upon the cable industry or the Company can be predicted at this time,

-

Employees

Continental currently has approximately 9,200 full-time employees, including approximately 100 employees
located at Continental's Boston headquarters, who provide staff support in the areas of corporate planning,
internal suditing, financial and tax reporting and regulatory compliance. Continental believes that its relations
with its employees are good.
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headquarters in Boston, Massachusetts.
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suitable and adequate for its business operations.
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PART I

Item 5. Market for the Registrant's Common Stock and Related Stockholder Matters. .

No established public trading market exists for the Company's Class A Common Stock or Class B Common
Stock, and accordingly mo high and low bid information or quotations are available with respect to the
Company's Common Stock. The shares of Class A Common Stock beld by the former Providence Joumnal
stockholders are subject to contractual restrictions on transfer until October 5, 1996.

As of March 15, 1996, there were 560 holders of record of Class A Common Stock and 348 holders of
record of Class B Common Stock. The Company has pot paid dividends on its Common Stock and has no present
inteation of so doing. Certain agreements, pursuant to which th: Company has borrowed funds, contain
provisions that limit the amount of dividends and stock repurchases that the Company may make. See Note 7 o
the Company's Consolidated Financial Statements.
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Item 6. Selected Consolidated Financial Information.
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Year Eaded December 31,
) 1991 1992 1953 1994 1995
a (dollart I3 thomsapds, excepl per shire Amounts)
Statement of Operations Data:
enasessssssnasesssenenses $1,039,163 $1,113475 S 1,177,163 § 1,197977 $ 1,442,392
Costs and expenses:
vasednsshesRBae 347,469 365,513 382,195 405,535 498,239

Selling, peneral and administrative ... 246,986 259,632 267376 267 339
Depreciation and amortization. . ...... 267,510 272,851 m'?.m mﬁ Hl.ﬁ?

PrOgram(l) covseeervacssrsrnsnss 10,067 9,683 11,004 11316 12,005
Total -cuicoansssanssssannans 872,032 907,679 939,584 967,383 1,190,417

Operating iNCOME +..vvresrsrrersranness 167,131 205,796 3751 230,594 251,975

Interest eXpense (DEl) «..ooouersssrsnasss 324976 296,031 282252 315,541 363,826
Other (income) expense(2). ....ccoevsrees 1,936 11,071 (10,978) 24,048 48,085
Tothl ...ccosnrersesranscansse 326912 307,102 271,274 339589 411911
uuummwm ;
w « (159,781 (101 (33,695) (108995  (159,936)
Benefit (provision) for E0C0Mme LXES - ... . - (1:551; {13’% 7921 40,419 47,909
Loss before and

extracedinary item
cumulative effect of accounting change . . (161,642)  (102,960) (25,774) E?I..‘ﬂﬁ; (112,027)

CHADRE ..vveevssnvsnssnrerasssanroas 161 1 W14 1 112,027)
( .5_01 [01.9_60) (fH } {lﬁﬂ] ( i

Netlows oo GLERE mm_‘m (3ek0  ‘0inar)

Loss applicsble to common stockholders ... $  (167413) § sll?.lll)i (244,885) § (123,641) § (151.829)

......................... $ «~(14) § (1.00) § (53) 5 (92) § (1.22)
Extraordinary it3m . c.eoveasenees — - —_ (.16) —_
Cumulative effect of accounting

Change....coovnsnesnnnnnanss — _ (1.62) — —
NEtIOBS . .ccovcnnnrsnsnsssssnas s (142) § . (1.00) $ (L15) § (1.08) § (1.22)
PR e =
Weighted average common shares
outstanding (in thousands) . ......... 117,534 119,544 114,055 114334 124,882
Other Data: -~
EBITDALS) s cccsconsrssnssssnsansas $§ 444708 S 488330 § 527592 § 525093 § 605,151
EBITDA as % of revenues ....coeovee 428% 431.9% 44.8% 418% 42.0%
Net cash provided from operating
BCHVILES ..cvvvrrrnnerascsasnnns .S 17543 S 215045 § 250504 § 236304 § 221,264
Capital expenditures ......covesse0ss $ 145846 $ 145189 § 185691 § 300511 $ 518,161




As of December 31,

1591 1992 1993 1994 1995
(dollary is thousands)

Balance Sheet Data

OB .vevveenseonrasrsnsssonnasassens $ 14265 § 27352 § 122640 § 11564 § 18551
TOR BEIBIE . .ovoaniivavassncsbsnoasona 2,082,182 2,003,196 2,091,853 2,483,639 5,080,593
Total BoL....ccoviusanisiascanssnanns 3338281 3,011,669 3,177,178 3449907 5285159
Redeemable common St0CK . ....vvvuss 445,463 223,716 213,548 232,399 256,135
Stnd:halﬁ"l equity (deficiency) ........ (1,919,525) (1,486231) (1,667,088) (1,688334) (1,215951)
(1) Represe mummumww for of shares of Common Stock of

2)

@)

*s Restricted Stock Purchase

the falr market value of such shares (as

nthuw
w&mwdmuumdmw“ummaw
shares. See 110 Consolidated Financial Stuements.

h:hﬁ--mhﬂhn- of affilistes,
and expenses, oo sale of marketable equity

interest in pet Joss of subsidiaries, other nnn-cpn:h.b:u
of 5103 million, $17.] million and $24.1

Company's of its investment in affilistes in 1992 and 1993 mnd sale of marketable equity and s
:g’m.hm" in 1593, respectively, h"ﬂw‘sbﬂmﬁunﬂ“ﬂd”%d
Openting income before depreciation and smortization and non-cash stock (Restricted Stock Purchase
Program expense). Based on its experience in the cable television industry, the believes that EBITDA and
related measures of cash flow serve &s financial snalysis tools h%m&m

in several sreas, such as .mm leverage. should not be considered
by the reader as an alternstive to operating or net income (s determined in accordance with as an indicator of
the s performance or &s &n altemative to cash from operating activities (s i accordance
with as o measure of liquidity. Substantially

o
-
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Item 7. Management’s Discussion and Analysis of Financial Condition and Resultr of Operntions.

Continental is a leading provider of broadband communications services. Continental's operations consist
primarily of U.S. cable television systems with complementary operations and investments in three other areas:
(i) international broadband communications ventures; (ii) interests in the wlecommunications and technology
industries, including companies offering competitive-access telephony and DBS service; and (iif) interests in
programming services.

Substantially all of Continental's revenues are eamed from customer fees for basic cable programming and
premium “elevision services, the rental of coaverters and remote control devices, and cable installation fees.
During the period from December 31, 1992 through December 31, 1995, Continental's revenues increased at a
compound annual growth rate of 9.0% primarily through basic subscriber growth and increases in moathly
revenue per average basic subscriber. Revenues for the year ended December 31, 1995 increased 20.4%
compared to 1994 (10.3% excluding scquisitions). Revenues for the year ended December 31, 1994 increased
caly 1.8% compared to 1993 due to basic rate reductions and non-cash revenue reserves recorded in connection
with the PCC rate regulations.

Additional revenues are generated by the sale of advertising, pay-per-view programming fees, DBS service
and payments received as a result of revenue-sharing agreements for products sold through bome shopping
petworks. Continental expects that advestising and home shopping revenves (which cumeatly represent
spproximately 6.3% of Continental's total revenues) may become a larger percentage of total revenues. These
sources of revenues tend to be cyclical and seasonal in nature and could increase the cyclicality »od seasonality
in Continental’s total revenues.

Continental's business is subject to significant regulatory developments, including recent federal laws and
regulations, which regulate mates charged by Continental for certain cable services. Such laws and regulations
will limit Continental's ability o increase or restructure its rates for certain services. On August 3, 1995, the
Social Contract between Continental and the FCC was adopted, which covers all of Contincntal's existing
franchises (excluding the systems acquired in the Providence Journal Merger and the Recent Acquisitions),
including those that sre currently unregulsted, and is the first comprehensive rais agreement ivolving cable
umﬂmwwummmmmmw;mmmmm
and its benchmark CPS-tier rate cases. The Social Contract Amendment was released by the FCC for public
comment on March 6, 1996. This amendment incorporates into the Social Contract the cable television systems
acquired in the Providence Journal Merger and the Recent Acquisitions and makes certain other changes to the
Social Contract. See *‘Business—Description of Business—U.S. Operating Strategy—U.S. Regulatory Strategy;
Social Contract’’ In addition, the 1996 Telecommunications Act has been enacted joto law, The 1956
Telecomniunications Act modifies various provisions of the Communications Act of 1934, the 1984 Cable Act
and the 1992 Cable Act with the intent of establishing 8 pro-competitive, deregulatory policy framework for the
telecommunications industry.

mmwawmwwmw'swmm
acquisitions and the interest costs related to financing activities, have caused Contnental 10 report net Josses.
Continental believes that such net losses are common for cable television companies. =

The Company has receatly completed & series of acquisitions in the United States, the most significant of
which was the soquisition of the cable television businesses and assets of Providence Journal. See *“Business
Description of Business—U.S, Acquisitions and Investments—The Provideace Journal Merger.”" Results of
operations of the companies and businesses acquired have been included in the accompanying resuits of
operations from their respective dates of acquisition.

Proposed Merger with U 8 WEST

On February 27, 1996, the Company entered into the Merger Agreement with U § WEST, providing for the
Merger of the Company with and into U § WEST. As a result of the Merger, Continental's operations will
become part of UMG, a leading global medis and telecommunications company.
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mwhwmmmummonmmmumwnmmﬂ
to various conditions to closing, including, but not limited 10, regulatory approvals and Continental stockholder
votes. Certain major stockholders have agreed to vote in favor of the Merger and other related marters. However,
no assurances can be given that the Merger will occur, or occur in the foregoing manner, See *‘Business—
Development of Business.”*

Results of Operations
The following table sets forth, for the years indicated, certain items in the Company's Selected Consolidated
Financial Information. See the footnotes to **Selectsd Consolidated Financial Information. "’ '
Year Ended Dacember 31,
1993 1994 1995
(dollars ln thousands)
Statement of Operations Data: .
Revenues:
Basic CODIS B0EVIO0 ouccecisracisnssrersnsrsonnnanancnrane § 845213 § 849,889 51,013,405
Promium cable 00rvI08 . .ocovsecrscosonrssiosrsnscsnsssnse 242956 245,605 269,069
e DD AL . Tt I AR O St 52,618 57,896 73,389
PRPDMVIOW o uoivpssisisinsidegisnisisorsesnssonsiasis 25,746 24523 32,467
P DT et T xR S N0 5 T T T TP 8175 14,035 17,014
- PSSP AT e LS S U N R 1,755 6,029 37,048
: 1 - S e ISt LI - X S S e L 1,177,163 11979 1,442,392
Operating, selling, general and administrative expenses ... .......... 649,571 672,884 837,241
Depreciation and amortization .......cveeeerennnnnirensenneenes 279,009 283,183 MLI71
Restricted stock purchase PrOJIRm .......cuvvvnsrvrocenssnnnnns 11,004 11316 12,005
Opotiting INOOMS. . ccisinvasspssnsareisssssvasosionsnsdoinsss 237,579 230,594 251,975
Interest eXpense, DL o..cvvvvrvnranes L DO <o 111 282252 315,541 303,826
Other (INCOMS) BXPEBBLS . . cvvvrersrusrservrnrrssssnssanssonss (10,978) 24,048 48,085
Loss before income taxes, extraordinary item and cumulative
effect of accounting ChaDPE ......cevvvirvrrnrnnnnssnnsnrnss (33,695) (108,995 (159,936)
Benefit for S00MmE tAXEE o e o e raresoersesscsssssenannesasssaoss (1921)  (40A419) (47.909)
Loss before eatraordinary ftem and cumulative effect of
ACCOUNNING CHANEE .. .cvvevrecrrernanaas S el sessecssnsnes (25,774) (68,576) (112,027
ftem....... peeransssndsnssisaihideronsanasninas — (18.265) —
Loss before cumulative effect of accounting change ............... (25,774) (86,841) (112,027)
Cumulative effect of acCOUDtnG CHEBEE ...covvvvrrrrrirarraninas (184,996) - -
Netloss...... N R s LS R S oA MJ S_M) M
Other Data:
mmJQIQ.II.IOIOIIIiI.ltrlilii.il.iiililt llllllllllllll s mm s s”m ‘ msl
EBITDA 25 8 % Of TEVEDNES . .vvvvvvnsunsnssssasnsisanrssnanes 448% 434% 42.0%
Subscriber Date For US. Cable Systems
ndm&
1993 1994 1995
Homoos passod by 0ablb oo ssunsresrsrisissssssrrnisisasnssnsne 5192000 5372000 7,191,000
Number of basic subsCribers .....cccvvevessncnsrscssnsrsvsnses 2895000 3,081,000 4,190,000
Basic penetration .....covvenvesnns esesssssesacsessesnsearenne 558% 57.4% 583%
Number of premium subscriptions. . ...ccocoisaeivocesssnnrannns 2454000 2635000 3,770,000
Premium penetration ....ccociscersntssssssesssssssssnnnsnons 848% 855% 90.0%
37
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Year Ended December 31, 1995 Compared to Year Ended December 31, 1994. Revenves increased
20.4% (or $244.4 million) to spproximately $1.4 billion. The acquisition of cable television systems in New
Mmmmlmuwwwmummm:m
of approximately 1,087,000 basic subscribers as of their respective acquisition dates, accounted for $122.1
million of such revenue increase. Excluding the effects of the foregoing acquisitions, revenues increased 10.3%
{wSlZlJmiﬂinn)unmhohllﬁmhmh-iccﬁhm:mhﬂbkm
wwmmﬁbﬁnﬂmmhmmmhmmm
nmmmmmpmmmmmsﬁnumm
$1.33 increase in monthly cable revenue per average basic subscriber, refiects: (1) incroases in basic rates and &
reversal during 1995 of certain non-cash revenue reserves (see below) as a result of the Social Contract and (i)
mmmm-ﬂmummmmmwmwwns
million to $248.1 mﬂumtnmummmmsmyuuumhm
mmmmmfmummmmm}mmun
2 $9.2 million increase in advertising reveoues 10 $66.9 millicn, a $2.4 million increase in bome shopping
revenues 1o $16.4 million and a $5.6 million incraase in pay-per-view revenues to $30.1 million. Revenues from
DBS service increased by $31.0 million to $37.0 million principally as a result of an increase of 58,000 in the
number of DBS-service customers to spproximately 80,000 as of December 31, 1995.

Mmmmmmwuummzmmmu
hmmmmmmdMMndWhMmumm
dhmhwmmMMwmuufandmmhm
mumsmmhnummwuummuﬂm
mam—u&mw—u&.wwmm"
D:peddmmdmﬂnﬂmmﬁhuﬂ%bﬂﬂﬂﬁuhbummm
mmmawmm&mwmmm
m}ﬁﬂ&l*w#lﬂmﬂmhut“dammd&umw
Continental’s Restricted Stock Purchase Program as compared to 1994, Operating income increased 9.3% to
mmmmmhmmhatﬂlijihm}m;lmhﬂlﬂﬁhamhm
mmmMMu—mma.Tﬁnem.mm)wm¢
;durs:s.ummmmumuuw:maqvcmmu-phasmm
mhuhd:puﬁndbhnﬂn&hmmﬁﬂamﬂmmmwhﬂhd
affiliates, which increased from $25.0 millicn to $70.4 million primarily due 0 the Company recording its
mmammtmﬂmnmmuwmh
mtmﬂmwmmMﬂﬂHMhIMﬁulﬂmwnﬂ
m_'mmmhmudhmnamnadmmmuumwm
extraordinary item for 1995 compared to 1 by $43.5 million to §$112.0 million.

Year Ended December 31, 1994 Compared to Year Ended December 31, 1993, Revenucs increased by
um(ummmwwsummmwmmhmw
mthﬁl&rh;ivadldeWMMBd&w
mmummmmu-mmmmummum
qﬁmmhﬁwﬂi.!ﬂ(a‘su.luﬂlm)nlnnhdﬂ.ﬁmh-ﬁuhlhm
unmhm-ﬂmmmmmmwmmm
m&mﬂs.?lmm.mMMwMMbmm-ﬂ“m
mmhﬁ.tﬂhﬂﬁh!ﬂﬂhm“md-tumtm
Mmmmuwuqﬂmw“mm
mmmwsuﬂh{mummﬂiju
bnmhmmmthm(Mhmmd
DMm)mmohunﬂnﬂnmuMm-uu.lmm
hu&nmhneﬂnﬁwﬁhmmmhduﬂumtw
mmﬂmdﬂhuhﬁd:ﬂ%dﬂmﬁ-“u
IM.MMMMW“MW“M&«M::M
of an increase in DBS-service customers from 4,300 to 22,000.
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Operating, selling, general and administrative expenses increased 3.6% to $672.9 million, primarily due to
the foregoing mcquisitions and increases in programming costs and wages. Depreciation and amortization
expenses increased 1.5% to $283.2 million due to an increase in capital expenditures. Non-cash stock
compensation (Restricted Stock Purchase Program expense) increased 2.8% to $11.3 million due to the vesting
of a greater percentage of shares issued under Continental’s Restricted Stock Purchase Program as compared to
1993, Operuting income decreased 2.9% to $230.6 million. Interest expense increased approximately 11.8% to
$315.5 million due to a 5.0% increase in average debt outstanding and an increase in the effective interest rate
from 9.1% 10 9.7%. Other (income) expenses decreased as a result of equity in net loss of affilistes which
increased from $12.8 million to $25.0 million, primerily due 1o Contineatal recording its proportionate share of
losses from PrimeStar and TCG and its affiliates, Continental also recorded an extraordinary loss of $18.3 million

due to the extinguishment of debt.

As a result of such factors, loss before the cumulative effect of the accounting change for the year ended
December 31, 1994, compared to December 31, 1993, increased by 361.1 million to $86.8 million, and net loss
for the year ended December 31, 1994, compared to December 31, 1993, decreased from $210.8 million to $86.8
million.

Continental implemented Statement of Financial Accounting Standards No. 109, **Accounting for Income
Taxes" (**SFAS 109") as of January 1, 1993. SFAS 109 required a change from the deferred to the liability
method for computing deferred income taxes. The cumulative effect of this change was & non-"ecurring increase
in pet loss of $185.0 million. The cumulative change resulted from net deferred tax labilities recognized for the
difference between the financial reporting and tax bases of assets and liabilities. The income wx benefit
recognized in 1993 was $7.9 million due 10 deferred tax benefits recognized under SFAS 109. The income tax
benefit for 1993 was decreased by $4.2 million as a result of applying the newly enacted federal tax rates 1o
deferred tax balances as of January 1, 1993,

EBITDA. Based on its experience in the cable television industry, Continental believes that EBITDA and
related measures of cash flow serve as important financial analysis 10ols for measuring anc' comparing cable
television companies in several areas, such as liquidity, operating performance and leverage. EBITDA should
not be considered as an alternative 1o operating or net income (messured in accordance with GAAP) as an
indicator of Continental's performance or as zn aliemative to cash flows from operating activities (measured in
accordance with GAAP) as a measure of Coatinental's liquidity. For the year ended December 31, 1995,
EBITI'A increased 152% to $6052 million, as compared to the same period in 1994, Excluding the effect of
the acquisition of cable television systems in New Hampshire and Florida in 1994, the Providence Journal
Merger and the Recent Acquisitions, EBITDA increased 6.3%. DBS service accounted for $4.3 million of
EBITDA for the year ended December 31, 1995 compared to $(1.9) million as of December 31, 1994, The
remaining intrease in EBITDA for the year ended December 31, 1995 (excluding the effects of acquisitions)
was the result of fucreases in revenue. EBITDA decreased 0.5% 10 $525.] million for the year ended December
31, 1994, primarily due to rate reductions and non-cash revenue reserves recorded in connection with the FCC's
rate regulations.

Infistion. Certzin of the Company’s expenses, such as those for wages and benefits, for equipment repair
and replacement, and for billing and marketing. increase with general inflation. However, the Company does not
believe that its financial results have been, or will be, adversely affected by inflation, provided that it is able
increase its service rates periodically. m-mdnmmmmummu
Company's sbility to raise its rates for cemain services, see ‘‘Business—Description of Business—U.5.
Operating Strategy—U.S. Regulatory Strategy; Social Contract’' and *‘Legislation and Regulation '’

Recent Accounting Promouncements, In March 1995, the Financial Accounting Standards Board
(*FASB"") issued Statement of Financial Accounting Standards No. 121, “*Accounting for the Impairment of
Long-Lived Assets and for Long-Lived Assets to be Disposed of*' ("*SFAS 121"'), which is effective for fiscal
years beginning after December 15, 1995. SFAS 121 addresses the accounting for potential impairment of long-
lived assets. The effect of implementing SFAS 121 is expected 10 be immaterial to Continental’s financial
position and results of coerations.
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In October 1995, the FASB issued Financial Accounting Standards No. 123, **Accounting for Stock-Based
" (“*SFAS 123"). SFAS 123, which is effective for fiscal years beginning after December 15,

1ws_mmmwmwmfuwmwmm,
The effect of implementing SFAS njha:pumdwbeMiow'twpoﬁﬂunmdmulu

of operations.

Liquidity and Capital Resources
mmmmmmmwwmmmuwuuﬁud
Consolidated Cash Flows: y
Year Ended

"
Net cash provided from Operating aCHVILES .. ..ovvvrverrssssarranoniiansrseses $ 221264

Net cash provided from (used for) financing activities:
INEL DOITOWIDES o e vvsvsvnsnrnrsnssssssassssnsnsannnsnnsnsesssssssasns S 1828979
DML o iinsnnronssinesssssrsssdsspasnssissssnse sessessasinannnsnnre (4,445)
ng.. ---------------------- GapEsEREERERRsERREREsEaErR TR RR RSN s lmu

Net cash provided from (used for) investing activities:
ACGUISIIONS (D) +voveererersinnssssssnnuresiiinorsnssssatnsisisisnis $ (1,243,.879)
Property, plant and eqUIPMENt .. .. .. vcevrrenerusimirirsarnnrisssianenies (518,161)
IDVESIMIOOIS .. coovvurransusssisnsssssssssnsnnsinsenas A dAB RSN ' (280,142)
OBMEBIIME <« covvoorssrtasesttonssssesrassassannisosssassssnnsanaves (25,167)
Proceeds from sale of marketable equity secunities.........covviies Cieaa 27,357
Proceeds from sale of INVESTDEOIDEL .o e vuvrvasssssssnsrrsssssssnsannnns 4 1,181
OBl .. iciscnisssissssssrinsasnsstppamnnssnssassssssssarssesenss $ (2,038811)
e

1995 Financing Activities. On December 13, 1995, Continental issued $600.0 million in aggregate
wmdmmmnumm-'msmm'jhnmpmw
Rule 144A of the Securities Act of 1933, The net proceeds from the sale of the 8.30% Senior Notes were used
Wywmﬁﬂ.iﬂhdh%mﬂuuﬂ-nmmmm
facility of the Company and certain of its subsidiaries (the 1994 Credit Facility"'). The maximum credit
%ﬂﬂlﬂﬁﬂ%hﬂ;bﬂm@ﬂﬁmmﬂy“hw
1997, final manurity in October 2003, ™

On July 18, 1995, certain of Continental's subsidiaries entered into an unsecured, reducing revolving credit
m(ue'lmmm'mmmmmmmlmmmu
nzumm.-m-memmmymhmlm.m.mmmw
W.Mﬁdﬁwhaﬁnﬂmuthmlmmeﬁhh
1994 Credit Facility.

mmlmwwmulmmmwmwymsnmmm

in connection with the Providence Journal Merger and approximately $155.0 million for the scquisition of
cmmdmhmms.ww-hulmwnmum
$88.0 million in connection with the N-COM Buyout. Subsequent borrowings under the 1995

MWWHﬂhMmmMWM&hW
Journa! Cable, Columbia Cable of Michigan and N-COM systems.

Credit Arrangements of Continental. On December 31, 1995, Continental had cash on hand of $18.6
mmmmuwmmsmmmmm 1994 Credit
Wmmsmmmmu1mmwmﬂsm;mmhuanmn
Senior Notes Due 1999 to the Prudential Life Insurance Company; (iv) $200.0 million of 8%:% Senior Notes
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Due 2001; (v) $100.0 million of 8% % Senior Notes Due 2003; (vi) $275.0 million of 8% % Senior Debentures
Due 2005; (vii) $600.0 million of the 8.30% Senior Notes; (viii) $300.0 million of 9% Senior Debentures Due
2008; (ix) $525.0 million of 9%4% Senjor Debenmures Due 2013; (x) $100.0 million of 10%% Senior
Subordinated Notes Due 2002; (xi) $100.0 million of Senior Subordinated Floating Rate Debentures Due 2004
(the **Floating Rate Debentures’'); and (xii) $300.0 million of 11% Senior Subordinated Debentures Due 2007,
Other miscellaneous debt was approximately $34.2 million as of December 31, 1995. As of December 31, 1995,
there was credit availability of $613.8 million and $161.0 million under the 1994 Credit Facility and 1995 Credit
Facility, respectively. In February 1996, the Company botrowed funds under the 1994 Credit Facility in order to
redeem $100.0 million in aggregate principal amount of the Floating Rate Debentures, plus accrued interest
thereon. .

As of December 31, 1995, a subsidiary of Continental had issued a standby letter of credit of approximately
$56.3 million on behalf of PrimeStar, which guaranteed a portion of the financing incurred by PrimeStar o
coastruct & successor-satellite system. On March 11, 1996, the obligations under such letter of ‘credit increased
to approximately $70.6 million. The letter of credit is secured by certain marketable equity securities with a fair
market value of approximately $163.7 million as of March 11, 1996,

The annual maturities of Continental’s indebtedness for the years ending December 31, 1996, 1997, 1998,
1999 and 2000 will be approximately $29.6 million, $32.]1 million, $33.6 million, $112.3 million and $559.0

million, respectively.

Capital Expenditures end US. Acquisitions. Cootinental's expenditures for property, plant and
equipment totaled approximately $518.2 million for the year ended December 31, 1995. The increase in
Continental’s capital expenditures for 1995 as compared to 1994 was due to: (i) the rebuild and upgrade of its
systems; (ii) the provision of DBS service; and (iii) the acquisition of cable systems in New Hampshire and
Florida in 1994, the Providence Joumal Merger and the Recent Acquisitions. Continental anticipates that it will
spend during 1996: (i) approximately $529.0 million on capital expenditures for its systems (excluding the
systems to be acquired in the Pending M/NH Buyout), (i) approximately $85.0 million on capital expenditures
for the provision of DBS service and (ii) spproximately $120.0 million oo capital expenditures for new
businesses such as telepbony and high-speed data services. However, Continents] is continually reevaluating its
capital budget based on economic, technological and other factors. In accordance with the recently adopted
Social Contract with the FCC, Continental has agreed to invest & minimum of $1.35 billion in system rebuilds
and upgrades in the United States from 1993 to 2000 1o expand channel capacity and improve system reliability
mﬂqm.ulgzmdmwmmmuwwm
which was'recently released by the FOC for public comment, Continental would agree to increase the minimum
investment from $1.35 billion to $1.7 billion, in order to incorporate into the Social Contract the systems
mh#mwwwuwmu"nm—mdm
—U.S. Operating Strategy—U.S. Regulatory Strategy; Social Contract.”’

In 1995, Continental acquired (i) the cable television systems of Providence Journal for total consideration
of approximately $1.4 billion pursuant (o the Providence Journal Merger, and (ii) other cable gelevision sysiems,
or interests therein, in the Recent Acquisitions for an aggregate of approximately $428.5 million. See *‘Business
—Description of Business—U.S. Acquisitions and Investments."" Continenial bas entered into a purchase
agreement to acquire the remaining ownership interests and discharge or assune certain liabilities of M/NH for
toral consideration of spproximately $219.2 million. The Cablevision of Chicago and the Consolidated
Cablevision of California acquisitions closed in August 1995 and September 1995, respectively, and both the
Providence Joural Merger and Columbia Cable of Michigan acquisition closed in October 1995. The N-COM
Buyout closed in December 1995, The Pending M/NH Buyout is expected to close in the third quaner of 1996.
All of these cable television systems primarily serve communities that are contiguous, or in close proaimity, 1o
Continental’s other systems. Continental funded the scquisition of Columbia Cable of Michigan and the N-COM
Buyout with borrowings under the 1995 Credit Facility. Continental funded the Cablevision of Chicago and the
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Consolidated Cablevision of California acquisitions with borrowings under the 1994 Credit Facility. Continental
funded the Providence Journal Merger with borrowings under the 1995 Credit Facility as well as through the
issuance of approximately 30.1 million shares of Class A Common Stock. See “‘Business—Description of
Business—U.S. Acguisitions and Investments—The Providence Jourmal Merger'” and “'Other US.
Acquisitions.**

Investments. For purposes of the Statement of Consolidated Cash Flows, the Company's investments
include, among other things, telecommunications and technology and international.

International Investments. As of December 31, 1995, Continehtal had advanced US$1305 million 10
Fintelco. In addition, Continental has recorded commitments to contribute an additional US$24.2 million 10
Fintelco in order to finance a portion of cerain acquisitions of Argentine cable television systems. Fintelco
recently entered into a US$140.0 million credit facility, and is in the process of arranging an aggregate of
approximately US$65.0 million in additional credit facilities. Proceeds from such facilities will be used to
refinance existing short-term indebtedness and for general corporate purposes, including capital expenditures.
Such facilities may reduce the amount of future advances from Fintelco's shareholders, including Continental.
No assurance can be given at this time that such additional facilities will be successfully arranged. See **Business
— Description of Business—International Operations.”’

As of December 31, 1995, Continental had invested approximately US3169.1 million in Ops Vision.
Optus Vision anticipates at this time that the remaining funding needs of the project will be approximately
US$1.2 billion (based upon exchange rates at December 31, 1995) through 1999, which will be provided by a
combination of equity from the joint venture partners and third-party debt. Optus Vision recently arranged
A$230.0 million of shor-term credit facilities. Proceeds from such facilities will be vsed for general corporate
purposes, including capital expenditures. Such facilities may reduce the amount of future advances from Optus
Vision shareholders, including Continental, Continental’s funding requirements would be reduced if either or
both of Nine and Seven exercise their options to increase their equity interests in Optus Vision to 20% and 15%,
respectively, but there can be no assurances that Nine and/or Seven will exercise their options. See **Business—
Description of Business—International Operations."’

As of December 31, 1995, Continental had made capital contributions 10 SCV of US§17.6 million and
committed to contribute up to approximately US$27.0 million (based on exchange rates as of December 31,
1995) in additions] capital. In addition, Continental has committed to lend up 10 approximately US$45.0 million
(based on exchange rates as of December 31, 1995) to SCV if third-party debt financing is unavailable. SCV has
arranged an aggregate of $$106.0 million in senior credit facilities and is in the process of arranging additional
senior credit facilities. Such facilities may reduos the amount of future advances from SCV's shareholders,
including Continental. No assurance can be given at this time that all such additional facilities will be
successfully srranged. See *‘Business—Description of Business—International Operations.”’

Investments in Telecommunications and Technology. Coatinental has made numerous investments which
are related to its ownership interests in TCG and PrimeStar.

In 1993, Continents! purchased 20% of TOG for & purchase price of $66.0 million. In addition, Continental
mmuuqumsmnmmm.dmmjmwMud
December 31, 1995. Continental has also invested $56.7 million in joint ventures involving TCG and other cable
television operators. On May 22, 1995, TCG entered into a $250.0 million revolving credit facility with & group
dwmmwumyﬂyhﬂhmmumdm.
Mmmmmmmummmmmmm':
shareholders, including Continental.

Continental also owns an approximste 10.4% partnership interest in PrimeStar, Continental bas made cash
Wn&mjm-dMSI.IMbmm&mqmnﬂmh
n:mwmmn-m.m-wndnm—
Telecommunications and Techmology."'
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Other Financing and Investment Activitles. In January 1995, Continental sold its shares of QVC common
stock in a tender offer for approximately $27.4 million and sold a portion of its investment in NCC for
approximately $1.2 million. The proceeds from these sales were used 1o repay amounts outstanding under the
1994 Credit Facility.

Intangible and other assets increased by a total of $1.5 billion during the year ended December 31, 1995
due jrimarily to assets recorded in connection with the Providence Journal Merger and the Recent Acquisitions
and um increase of approximately $14.2 million in loans w certain employees 1o cover tax obligations in
connction with Continentsl's Restricted Stock Purchase Program. See Note 11 to Continental’s Consolidated
Financial Statements.

I”H’!!SMMHW—. Continental is a party to & liquidity agreement (the “‘Stock
Liquidation Agreement'*) with certain shareholders, including H. Irving Grousbeck (a co-founder of the
Company), and the partners of certain general investment limited partnerships managed by Burr, Egan, Deleage
& Co. (collectively, the *‘Subject Stockholders'"), pursuant to which Continental has obligations to purchase,
and the Subject Stockholders and other stockholders who have elected o have their shares of Common Stock
covered thereby (**Redeemable Common Stock®’) have obligations to sell, such Redeemable Common Stock in
1998 or 1999, as described below (the **1998-1999 Share Repurchase Program'').

Continental's obligation under the Stock Liquidation Agreement is to repurchase approximately 16.7 million
shares of Redeemable Common Stock (representing approximately 9.42% of its outstanding shares of Common
Stock on a fully diluted basis, assuming conversion of the outstanding shares of Series A Preferred Stock) on
December 15, 1998 (or January 15, 1999), at each such stockholder's election. The purchase price for such
redemption is equal to the greater of (i) the dolisr amount that 2 holder of Common Stock woul4 receive per
share of Commean Stock upon a sale of the Company as 8 whole pursuant to a merger or & sule of stock or, if
greater, the dollar amount & holder of Common Stock would then receive per share of Comm on Stock derived
from the sale of the Company's assets and subsequent distribution of the proceeds therefrom (pet of corporate
taxes, including sales and capital gains taxes in connection with such sale of assets), in either case less & discount
of 22.5%, or (ii) the dollar amount equal to the net proceeds which would be expected to be received by a
stockholder of the Company from the sale of & share of Common Stock in an underwritten public offering at the
time ths shares are to be repurchased afier, under certain circumstances, being reduced by pro forma expenses
and underwriting discounts. In the event the Company is unshle to perform its obligation to complete the 1998-
1999 Share Repurchase Progmm within six, months of the payment date therefor, the Company is obligated, at
hmﬂtﬂhﬂmm.ﬂqmumwmwuﬂm
an aggregate of at least 2.5 million shares of such transferred shares of Redecmable Common Stock, 1o use its
best efforts (subjent to compliance with applicable laws and regulations) to cause the sale of all or substantially
all of the assets of the Company and, following the consummation of such sale, to liquidate the Company.

Capital Resources. Historically, cash generated from the Company's ope-ating activities in conjunction
with borrowings and, 1o a Jeaser extent, proceeds from private equity issuances have been sufficient to fund the
Company's capital expenditures, investments and acquisitions, debt service roquirements and stock repurchase
obligations. Prior to the consummation of the Merger with U § WEST, Continental anticipates funding its capital
expenditures, investments and debt service requirements with cash provided from operating
activities and borrowings under existing and new credit facilities. If the Merger is not consummated, Continental
enticipates funding its capital needs with cash provided from operating activities, borrowings under existing and
pew credit facilities and future equity issuances. However, there can be no assurance in this regand. Furthermore,
there can be no assurance that the terms available for any future debt or equity financing would be favorable to

the Company.

Recent Legislation. In October 1992, Congress passed the 1992 Cable Act, which, among other things,
suthorizes the FCC to 521 standards for governmental authorities o regulate the mtes for certain cable television
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mﬁﬁq@ﬂﬂmmmmummemmmwmum
mmmmmmwmmmmm:cmmmmm-mmmu
regulations,

mmmmwmnmm'-wm"umwummurm
mhﬂWW'-mwmmmewumNmmu
3, 1995. In addition, the Social Contract Amendment was released for public comment on March 6, 1996 and
W:mmwwmmmhmmwmmmm
mmmmmuwmmumwummm
Continental's future rates. The Social Contract also provides for its termination in the future if the laws and
mm»mmnwwmmh;wmuMhm.
mmmmﬁwmﬂmhprﬁﬂmhMm
mmmmh-mdhwmmummm.u
"BWNBWS.MSMH&WWMM."

Furthermore, the 1996 Telecommunications Act has been enacted into law. The 1996 Telecommunications
mmmmdmwmdlmulmmmmm 1992 Cable
Act, with the intent of establishing & pro-competitive, deregulatory policy framework for the telecommunications
industry. See “‘Business—Description of Business—U.S. Operating Strategy—Legislavion and Regulation.™

it

e




Item B. Financial Statements and Supplementary Data.
INDEX TO FINANCIAL STATEMENTS

WBMMDWSI IPDEEdAPDS . oo iiilinivasniranranivanainnaneise

Swutements of Consolidated Operations, Years Ended December 31, 1993, lﬂluﬁlm ...........
Swtements of Consolidated Stockholders’ Equity (Deficiency), Years Ended December 31, 1993, 1994

and 1995 ........ PP A SR e e R S B g LA Sl o el i g e R S
mdmmmrmmmn 1993, 1994 and 1995 ..........
Notes to Consolidated Financial Stalements .......ccovveciioisonisssssassrrssssssssssassnnnsss

!-: ‘et

o

228 sazld




INDEPENDENT AUDITORS' REPORT

We have sudited the accompanying consolidated balance sheets of Contineatal Cablevision, Inc. and its
subsidiaries as of December 31, 1994 and 1995 and the related statements of consolidated operations,
consolidated stockholders' equity (deficiency) and consolidated cash flows for each of the three years in the
mwm:n.lm.mmmmumﬂmmwuum
as ltem 14. These financial statements and financial statement schedules are the responsibility of the Company's
management. Our responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with generally accepied auditing standards. Those standards require
that we plan and perform the audit to obtain reasonsble assurance about whether the financial statements are free
of material misstatement. An sudit includes examining, on & test basis, evidence supporting the amounts and
disclosures in the financial statements. An sudit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement presentation. We
believe that our audits provide a reasonable basis for our opinion.

In our opinion, such consolidated financial statements of Continental Cablevision, Inc. and its subsidiaries
present fairly, in all material respects, the financial position of the companies at December 31, 1994 and 1995
and the results of their operations and their cash flows for each of the three years in the period ended December
31, 1995 in conformity with generally accepted sccounting principles. Also, in our ofaion, such financial
statement schedules, when considered in relation 1o the basic consolidated financial statements taken as 2 whoie,
present fairly in all material respects the information set forth therein.

As discussed in Notes 12 and 4 1o the consolidated financial statement:, the Company changed its method
of accounting for income taxes and investments in 1993 and 1994, respectively.

DeLorrTe & ToucHe LLP
Boston, Massachusetts
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CONTINENTAL CABLEVISION, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

See Notes to Consolidated Financial Statements.

December 31,
1994 1995
(1a Thousmnds)
ASSETS

CaEh tosenvannnnasnnancncscnssasncnnnesnnnisssssasisasansisssssnes § 11564 § 1855]
Accounts Receivable—D8t ......covvenenerrcncnsssrnsasnss - T YIP 58,212 110,132
Prepaid Expenses and Other .....ccuvvvnieciiicsinssnnanssssssssasssss 14321 9,967
e o I L e et 62,517 88,687
Marketable Equity Securities .....cocvvviiiiiniiiciinciacianiasinsnsns 122,510 151378
 IEVORIEOMEE . <o vai e saws dpmaonsspinespineeeess il bpansssrivamptrny s 335,479 538352
Property, Plant and Equipment—Det......ccovvvsnssnnrnrransrnss S Tlasse 1,353,789" 2,107,473
Intengiblo ABOII—0EL .. vsercrrsesseansssossssncasancssassrasansnsiss 421,420 1,902,796
mmll.l'l!'F.IIIFI'II.&IIII#&.!.#.ii.ldll!ili-irl lllll lmm lslnm

L R R A P A, U A P oo B B T $ 2,483,639 S_M

LIABILITIES AND STOCKHOLDERS' EQUITY (DEFICIENCY)
YL TR T TR ST AR ey i AN it s S T e L A L $ 82083 S 96833
ACrURd IRIOORE ...ccgoerdacncansesstnnsnessunaissnnnnnssssnsaanshens 82,040 86,977
mdwm'rivcnltlioirotio-icto ------- FREERRBRE R ml M
Dot covovsvnvivepsvanisn T TP T T OO T 7 T VT T P N (L 3,449.907 5,285,159
Defocrod IncomS TREE '+ o sinsssenpansioscrssasapsissessnossosnnsnarss 116,482 307,041
Minority Interest in Subsidiaries .......cvenviiariiicaiairicnsassanns 2,791 26,056
Commitments and Contingencies
Redeemable Common Stock, $.01 par value; 16,684,150 shares outstanding . . 232399 256,135
Stockholders® Equity (Deficiency):
Preferred Stock, $.01 par value; 198,857,142 shares suthorized; none

ONMAMENE . .civprrirvvayrisduissisnmesrapnsnnnnssesauponnses - —
Series A Convertible Preferred Stock, $.01 par value; 1,142,858 shares

authorized and outstanding; liquidation preference—S$437,776,000 and

oy § T e PR e LR b T TR N 11 11
Class A Commoan Stock, $.01 wmmmm

500 and 38,780,604 shares outstanding . ......covvvuvurniiss 86 388
Class B Common Stock, $.01 par value; 200,000,000 shares authorized;

90,291,375 an 92,572,000 shares outstanding . ....covvevcivnrannes 903 926
Additional Paid-In Capital ...... A L TR 583,181 1,181,193
Uneamned COMPENSRHON . .sveevaurssarecarssssssssassnrssnnsannas (12,097) (45,851)
Net Unrealized Holding Gain on Marketable Equity Securities ......... 47,996 67,823
DOl v ciivasinssnipinissansadipadpoassavs snsavssrusesraions (2308,414)  (2,420,441)

Stockholders' Equity (Deficiency) «...covevrenrenrneninransnnns (1688334  (1,215.951)
TOTAL < ocesiassnanspsnasessnisconsinsssissssasorsvess $2483,639 § 508059
=




CONTINENTAL CABLEVISION, INC. AND SUBSIDIARIES

STATEMENTS OF CONSOLIDATED OPERATIONS

---------------------------------------------

Loss From Operations Before Income Taxes, Extraordinary Item
and Cumulative Effect of Change in Accounting for Income

Year Ended December 31,

1993 1954 1995
(1n Thousands, except par share amounts)
$1,177,163  $1,197977 51442392
. 382,195 405,535 498,239
267,376 267349 339,002
279,009 283,183 341,171

11,004 11,316 12,005
939,584 567,383 1,190,417
237,579 230,594 251,975
282252 315,541 363,826
12,827 25,002 70,364
(4322) (1,204) (23,032)
(17,067) — (1,035)
184 (208) (39)
(650) (824) 715)
(1,950) 1279 254
271,274 339,589 411911
(33,663) (1089)5)  (159.936)
(7921)  (40419) _ (47509)
(25,7174) (68,576) (112,027)
—_— (18,265) —_
(25,774) (86,841)  (112,027)
(184,996) — —
(210,770) (86,841)  (112,027)
(34,115) (36,800) (39,802)
$ (244.885) $ (123,641) § (151829
s () s (ws v
— (.16) —
(53) (1.08) (1.22)
(1.62) p— —
s @1y) s (05 $ (2

L




CONTINENTAL CABLEVISION, INC. AND SUBSIDIARIES
STATEMENTS OF CONSOLIDATED STOCKHOLDERS' EQUITY (DEFICIENCY)

Balance, December 31, 1993 ........
Adprsement due w0 change i
accounting princtple for
markrtable equity securities, met
of income wxes of $56,04 .....
Nll'.ﬂ.nu.u.uuuu..-..-
Accretion of Redeesnable Common
M lllllllllllll SRS EREEEE
Restriciad Swock Purchase Program:
mvﬂ llllll FEEREEERE A

m H LR R R R R R
Stock Repurchased ...ovvvssnnsss
Issmnce of (Jass A Conmmon

Swock..lueernnaenns
Chasge in Unrealized Gain, pet of

income taxes of $24,081........

MOOO !!!!! LR L R L
Restricied Stock Purchase Progms:
uu-onn---tro"----
ﬁvﬁ LR R R R
Swock Forfeited ....oconvenvees
Swock Exchenged for Losns .. ...
Livasnce of Clams A Comemon Siock
in connection with acquisition,
net of issusnce costs of 1,111 ..
Changs in Uarealized Ouln, net of
income taxes of $13364.........

Balsnce, December 31, 1993 ........

Serdes A
Convertible e Adiditional
Preflerred Clas Clas Palddn
Sok A B Copl

Common
Btock

TR 1 N T KW sE

“

[r

=

@ 9

Iiig 1 18h 1 gg

L ]

(1a Thousands)
$3 3913 § 5559 -SOM99)

Bgie i 3%

g

Igll

(164)

EEI N IR

Net Uarealized
oo
Markacsbie Equlty

Deficit

- $ (2.010,803)
- 10,770)
- @n157y)

(36,654)

£1.9%

1

PEl b

|

1957

(2.308.414)
(112,027

)




CONTINENTAL CABLEVISION, INC, AND SUBSIDIARIES
STATEMENTS OF CONSOLIDATED CASH FLOWS
Year Ended Decemaber 31,

Ammaumm.ummu .....
Hmﬂﬂmmdw ..............................

1993

(1s Thousands)

$ (210770) $ (86,841) § (112,027)

18,265

184,996 — —
279,009 283,183 341171
11,004 11,316 12,005
sss4 5759 9184
12871 25002 70364
432) (1204 (@03
(17.067) — (1,035)
184 (20) (39)
©788)  (R21)  (48.783)
15787 9632 A9
@633) 6612 3515
(13277) _ (S24T3) __ (36996)
250,504 236,304 221,264
1502304 1709980 2635240
(1,369341) (1A456,061)  (806,261)
- 2094 —
(2.580) 9 3666
46,500 30,500 (8,111)
@1237) (4759 -
145,651 259,519 1,824,534
— (114990 (1243879)
(185691)  (300511)  (S18.161)
(106819)  (192,119)  (280,142)
(182)  (16832)  @5.167)
(8.042) - -
sme 11853 2138
1148 - — 1,181
(300867) _ (606895) (2.038811)
95288 (111,076) 6,987
21352 122,640 11,564

$ 122640 $ 11564 § 18551
OSSN e c e




CONTINENTAL CABLEVISION, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization and Basis of Presentation
The Company is a provider of broadband communications services with operations and investments
encompassing cable *elevision systems, international broadband communication ventures, telecommunications
and lechnology ventures and programming services. :

The accompanying consolidated financial statements include the accounts of Coatinental Cablevision, Inc.
(the Company) and its subsidiaries. All significant intercompany accounts and transactions have been eliminated.

The preparation of the Company's consolidated financial statements in conformity with génerally accepted
accounting principles requires management to make estimates and assumptions that affect the reported amounts
of assets and Habilities and disclosure of contingent assets and Lisbilities at each balance sheet date aad during
cach reporting period. Significant estimates included in the consolidated financial statements include the assigned
useful lives of property, plant and equipment and intangible assets, the camying value of cost method
investments, certain accruals, and valustion allowances for deferred tax assets. Actual results could differ from
these estimates.

Stock Dividend

On September 28, 1995, the stockholders approved an increase in the number of suthorized shares of
common stock to 625,000,000 (425,000,000 Class A and 200,000,000 Class B, respectively) and preferred stock
to 200,000,000, In addition, the Company's Board of Directors approved a stock dividend of 24 shares of Class A
or B common stock for each share of Class A or B common stock held as of the record date. Due to the
significance of this stuck dividend to the Company's capital structure, all share and per share infrmation bave
been restated to present this stock dividend as though it had occurred at the beginning of the tarliest period

presented.

Supplies and Propersy, Plant and Equipment
Supg lies are stated at the lower of cost (first-in, first-out method) or market. Property, plant and equipment
are stated at cost and include capitalized ipterest of $908,000, $2,377,000 and $7,233,000 in 1993, 1994 and

1995, . Depreciation is provided using the straight-line group method over estimated useful lives as
follows: 25 to 40 years; reception and distribution facilities, 3 t 15 years; and equipmeat and fixtures,
4 to 12V4 years. (See Note 6)

Intangible and Other Assets
Intangible assets consist primarily of franchise costs and goodwill recorded 'n vasious scquisitions. Such
amounts are generally amortized over 10 to 40 years. Franchise costs, et of nocumulated smortization. at
December 31, 1994 snd 1995 are $355,488,000 and $1,491,269,000, respectively. Cther represent deferred
w;mﬂl_bmtmmu}.M_l-th and other assets
aggregated $714,492,000 and $807,644,000 at December 31, 1994 and 1995, respectively.

On an ongoing basis management evaluates the amortization periods and the recovershility of the pet
carrying value of intangible assets by reviewing the performance of the underlying operations, in particuler, of
the future undiscounted operating cash fiows of the acquired entities.

Allowance for Doubgful Accounts
The allowance for doubtful sccounts at December 31, 1994 and 1995 is §9,771,000 and §12,476,000,
respectively.
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Investments

Statement of Financial Accounting Standards No. 115, Accounting for Certain Investments in Debt and
Equity Securisies (SFAS 115) requires that certain debt and equity securities be categorized as cither securities
svailable for sale, securities beld to maturity or trading sccount securities. The Company has classified all
investments subject to SFAS 115 as available for sale and as such reports these securities at fair value, with the
unrealized gains or losses, pet of tax, reported as a separate component of stockholders’ equity (deficiency).
Realized gains and losses are included in results of opemations. Prior to January 1, 1994, marketable equity
securities were curried at either the lower of cost or market. In accordance with SFAS 115, prior period financial
staiements have not been restated to reflect the change in accounting priaciple. (See Note 4)

Investments in 20-50% owned affilistes and other investments where the Compary owns less than 20% but
has the sbility to exert significant infloence are generally accounted for using the equity method. The excess of
the cost of equity investments over the underlying value of the net assets is amortized over a period of
approximtely 10 years. Investmeats in less than 20% owned companies whose equity securities do not have a
readily determinable market value are generally accounted for using the cost method. Investments in debt
securities not subject to SFAS 115 are reporied at amortized cost. (See Note 5)

Derivative F'nancia! Instruments

The Company uses derivative financial instruments (primarily Interest Rate Exchange Agreements (Swaps)
and Interest Rate Cap Agreements (Caps)) as a means of managing interest-rate risk associated with current debt
or anticipated debt transactions that have a high probability of being executed. These instrwunents are matched
with either fixed or varisble rate debt and periodic cash payments are accrued on a settiement basis as an
adjustment to interest expense. Derivative financial instruments are not held for trading purposes. Any premiums
associsted with the instruments are amortized over their term and realized gains or lcsses as a result of the
termination of the instruments are deferred and amortized over the shorter of the remaining term of the
instrument or the underlying debt. (See Note 7)

Income Taxes

The Company implemented Statement of Financial Accounting Standards No. 109, Accounring for Income
Taxes (SFAS 109) as of January 1, 1993, Deferred tax lisbilities and assets are recognized for the futare tax
consequences of temporary differences between the financial reporting and tax bases of existing assets and
lisbilities. In addition, future tax benefits, such as net operating loss and investment tax credit carryforwards, are
WNMMMMMHBHMMMuﬁHMIZ}

Fair Value of Financial Instruments

The estimated fair value of financial mstruments has been determined by the Company using svailable
market information and sppropriste valuation methodologies. However, considerable judgment i required in
Mhnﬁnhyh“dﬁmw.hmw“nm
Mmauwuummmmmmmm-a
mmmmmmqm:uuaﬂuumw
value amounts. The fair value estimates presented herein are based on pertment information svailable to
w-dwn,mmlm.m“nmmdmmum

affect the estimsted fair value amounts, such amounts have not been comprehensively revalued for
mdh“ﬁmm&&ﬂm“dmmm&ws
from the amounts presented herein.




The following is a summary of the estimated fair value and carrying value of the Company's financial
instruments:

December 31,
1994 1995
Vee®  Durvem Vet L*I"I"""
(1= Thousands)
Assets
Marketable Equity Securities (See Notz 4) .... § 122510 $:122,510 § 151,378 § 151378
Cost Method Investments (See Note 5) ....... 33,175 41322 35,663 54
Liabilities
Total Debt, Swaps and Caps (See Note 7)..... 3,449907 3,516,588 5285159 5418,137
Redeemable Common Stock (See Note 9) ... 232399 »on 256,135 . 353,704
The Company believes carrying value approximates fair value for all other financial instruments.
Loss per Common Share

Loss per common share is calculated by dividing the loss available to common stockholders by the weighted
average number of common shares outstanding of 114,055,000, 114,334,000 and 124,882,000 for the years ended
December 31, 1993, 1994 and 1995, respectively. Shares of the Series A Convertible Preferred Stock were not
assumed 1o be converted into shares of common stock since the result would be anti-dilutive.

Reclassifications

Certain amounts have been reclassified from previous presentation in the accompanying consolidated
financial statements.

Recent Accounting Standards and Pronouncements

The Accounting Standards Executive Commitiee of the AICPA adopted Statement of Position 94-6 (SOP)
oo December 30, 1994. This SOP, Discloswre of Certain Significant i’isks and Unc 'riainties, is effective for
fiscal years ending after December 15, 1995. The disclosures required by the SOP focus primarily on the nature
of an entity's operations, the use of estimates in preparation of financial statements and on risks and uncertainties
that could significantly affect the amounts reported in the financial statements. The company’s consolidated
financial statements are in compliance with this statement.

In Mirch 1995, the Finencial Accounting Standards Board issued Stasement of Finsncial Accounting
Standards No. 121 (SFAS 121), Accounting for the Impairment of Long-Lived Assets and for Long-Lived Assets
10 be Disposed of, which is effective for fiscal years beginning after December 15, 1995. SFAS 121 addresses
the accounting for potential impairment of long-lived assets. The effect of implementing SFAS 121 is expected
to be immaterial to the Company’s financial position and results of operstions.

In October 1995, the Financial Accounting Standards Board iswed Financial Acoounting Standards
No. 123, Accounting for Stock-Based Compensation (SFAS 123). SFAS 123, which is effective for fiscal years
beginning after December 15, 1995, establishes financial accounting and seporting requirements for stock-based
employee compensation plans. The effect of implementing SFAS 123 is expected 10 be immaterial to the
Company's financial position and results of operations.

53

P ¥




2. SUPPLEMENTAL DISCLOSURE OF CASH FLOWS

The following represents non-cash investing and financing activities and cash paid for interest and income
taxes during the years ended December 31, 1993, 1994 and 1995,

Yesr Ended December 31,
1993 1994 1995
(Ln Thousands)
“Fair Value of Assets Acquired .....ooceeccrescsancns 3 - $114990 $2,13594]
Deferred Taxes and Minority Interest Assumed —_ —_— (257.946)
Net Working Liabilities Assumed. ............ - - (49,354)
Fair Value of Class A Common Stock Issued ........ —_ — (584,762)
Cash Paid for Acquisitions .....ovvereeennicanes 5_—‘ $114,990 .51.243.!?9
D‘ .
Gain on Sale of Investment (See Note 5) ....covvvinsee $15919 § -~ § -
Deferred Gain on Sale of Investment .......cccuunsves 165 - -
Bases of Assets Sold ........ e AR TR 429 -- —
Gain on Sale of Marketable Equity Securities ......... 34N — —
Bases of Property Received ......cccieivvicinvrnns (19.984) - -
Mwmm ------- T s T s -‘.- s‘ —
Accretion of Redeemable Common S10ck. . vv.cuvnvanrrsss $14766 $ 19932 $ 23,736
e e
Accretion of Series A Convertible Preferred Stock ......... $ 34115 $ 36800 S5 39802
Pem = BT LSEOLAIT Erm—Tm e
Cash Paid During the Year for INerest ......ccoveanenness $261,846 3$299,115 § 369436
eaerTT— P i =t
Cash Paid During the Year for Income Taxes ............. $ 2370 § 2411 § 1070
s I ——% ——
3. ACQUISITIONS
All scquisitions have been accounted for as purchases. Results of operations of the companies and
mmmmmnuwmwmmm
respective dates of acquisition. .
In Jime 1994, the Company “cible television in Manchester, New Hampshire for

mmmnuumdnlmmmdhmwamgmﬁum
ascribed value of $584,762,000. In December 1995, the Company purchased for $88,000,000 in cash the nud-
mmauwmmau&wmnm-thmm
operates cable television systems in Michigan.
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mmwmmmmormmmmmmn. 1994 and
Iﬂi.nmﬂhmuldﬁwnhumﬂudmumamhmpwﬂwwhimumwr

Year Ended December 31,

1994 1995

(s Thousands, excepl per

share data)

ROVOIIIOH o ¢svocosssonssnsntsssannssasspssassnsenonnnrercsass $1,586,829 $1,732311
Deprociation and AMOTZAEON + . vovvesernrrsnrasssnannrenss i 388,940 440,109
Operating ICOME .. vsvuvsernssssasnssnssrnrasessinreerats an i) 275,652 263,768
Net LOSS..ovivunrannns R R S ieadsearERER R AR e bRl (124,592) (184,671)
(0.86) aan

4. MARKETABLE EQUITY SECURITIES

Effective January 1, IMHMMﬂHIISﬂMMwmmB
ﬂlﬂlﬂlhrllh-mwhdlﬁmdﬂﬂaﬁmndlmdiﬂ.lﬁmolundned
mmu—mmdsmmhummdemmu-nw
mm'mcm1mmmnwmm«mts:mm
$17,837,000 as of December 31, andlm.nmwmy.mummnmn. 1994, the
ww-mmmhndm.mmm-mummdnm.
MMWMMJI.IMMWy a gross unrealized holding gain of
m.m.m-naamm,mdmmm :

5, INVESTMENTS
mwlmmﬂdmm

Db
iy

[ 1995
{1a Thousands)
Equity Method Investments:
wwmm.ﬂm;md
{TOO PRIDBIE .. ovovnsnennnrsensdFrnaaannnn 20% $ 93954 5100038
Régional TOO Partnerships ... ooocosnssnssrsces 10%-30% 34,609 45,603
PrimeStar Parters LP. (PrimeStar) ....oovovevess 10% 12,500 16311
Pinteloo, BA. +ooeccssesssssrsssssnsansassrans 0% 146,040 164,144
Optus Vision Pty Lid (Optus Vision) .....ccceeeee 4% — 150232
me (BCV).neves 25% B.484 15,023
Oher . cosssssnnn [0 PP PR SRS PER AT EE 20%-50% 6,717 i 11318
302304 ~ 502,689
Cost Method INVESIDEDLS . .+ s sesssssrrasssnsersnssss 33,175 35,663
TOM] oovsnesssnannnsnnsss o anfoden Fios s 5335479 M
$54,221,000 a3 of December 31, 1994

mmmdmmhmuw.smm
udms.wb.a-dmmmm

hombnm.ucmwmmmuwwcmux..
uuaﬂmummw(m.

LP. for stock representing
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telecommunications company operating in the United Kingdom. The Company accounted for the investment in
CableTel as a marketable equity security and recorded a gain of $15,919,000, During the year ended December
31, 1994, the CableTel marketsble equity securities were sold at an additional realized gain of $1,204,000.

As of December 3i, 1995, the Company had invested $66,000,000 in equity and had made commitmeants to
TOG to loan up to $69,920,000 through 2003, of which 553,800,000 was outstanding as of December 31, 1995.
These loans bear interest st approximately 7% and are due oo the earlier of the sevenih anniversary of the
borrowing or May 2003, TOG and its affiliates are telecommunications companies which operate fiber-optic
petworks in the United States. .

As of December 31, 1995, a wholly owned subsidisry of the Company issued a standby letter of credit of
$56,250,000 on behalf of PrimeStar, a limited partnership that provides direct broadcast satellite services. The
standby letter of credit guarantees a portion of the financing PrimeStar incurred to construct a satellite system
and is collateralized by certain marketsble equity securities with a carrying value of $151,378,000 as of
December 31, 1995. As a result of these commitments and other qualitative factors, the Company accounts for
its investment in PrimeStar using the equity method.

As of December 31, 1994 and 1995, the Company had advanced $114,000,000 and $150,500,000,
respectively, in cash to Fintelco, S.A. which owns and operates cable television systems in Argentina. In
addition, the Company has recorded commitments to contribute an additional $24,164,000 to Fintelco, S.A.

As of December 31, 1995, the Company had invested approximately $169,087,000 in Opts Vision, a joint
venture which is constructing a broadband communications network in Australia. The Company currently bolds
8 46.5% interest in Optus Vision. :

As of December 31, 1995, the Company had invested $17,614,000 in Singapore Cablevision Pee Ltd (SCV),
wﬁdmdwlﬂhmmhmthmnﬂw
wmmmhm¢mmmuumwmhmm&mm
made commitments to SCV to loan up to approximately $45,000,000 if third party debt finencing cannot be
obtained by SCV.

The Company also has various investments in cable television companies which are not individually
nﬁdnhcm.mcmhwlwﬁdMMth
and therefore accounts for these investments using the equity method.

mhwdﬂﬂﬂﬁm‘mmmmmdm -
mummuw;wﬁmhuwmummm

Dt baer
1994 1994
Property ms.:.no $290,000
[l Hﬂlﬂwu. ------------------------------------------
Total ASSEES «.voeuresssannans e e e o P e 495,000 574,000
Tlnlm ........... T Il N R FERsRIRBEanRRERS mm m
BQuity «ooovsevccsacccasssnssnns Py A o P R N o APy + S P 108,000 154,000
Year Ended December
1993 _'Illl 1995
(ia Thoussnds)
REVEOUES ....orssssssasssanns FE 1 P e S S $63000 - S146000  $244,000
Depreciation and Amortization ... ... AT PP ORI A T PP 22,000 27,000 41,000
wm srssesasEsRRRR" -a e (’m (m (m}
NELLOBS. . .covssssssnsnsssassssssssnasnssnsssrssesnsnreansss (19,000) (28,000) (67,000}




6. PROPERTY, PLANT AND EQUIPMENT
The components of property, plant and equipment are as follows:

December 31,
1994 1995
(1la Thousands)
Land and BuilMngs . ...:cnreesvrsravrrsrsrsrenssnrarnnssans 3 56630 § B4254
Reception and Distribution Facilities. ..........ocoviminiinisn 2,122,304 2,897,745
Equiptnent and FIXDIT®S .......cccvemenrscssncsssanssssssssss 288,950 377,657
o . 0. e L TSV ) T 2,467 884 3,359,656
Less—Accumulated Depreciation .........ocevvvvnnsssassanss 1,114,095 1,252,183
m’mﬁwt IIIIII LE R TR E R RN m m
7. DEBT
Total debt outstanding is as follows:
December 31,
1994 1995
(ln Thousands)
1994 Crodit PoollitY . oo .o envevasssosesensrnnsnsnsnarsssnsiing $1373,790  § 1,586,°00
Imm?m-'!ll aew lll!..'?l.lli.l.li llllllllll — lmm
Insurance COMPRNY NOIS . .. vevveeesssanssssrssrnansssnanssns 150,000 125,750
Senior Notes a0d DebDeBIUIes .....c.ccvveverscsssssassssssnsass 1,400,000 2,000,000
Subordinated Dbl .o vscs o varrerirsnrisasnssriopisasspaisonse 500,000 500,000
OBIET scvouceresssnsasssnsssscrnnsntsarnrninsnsaspsssssssss 26,117 34209
TOlL oo .coapansininsninssaanasbuscrsiorshosinssnse v $3,440007 55285159
e e
In October 1994, the Company smended and restated its bank indebtedness by entering into a

$2,200,000,000 unsecured reducing revolver credit agreement (the 1994 Credit Facility). Credit availability under
the 1994 Credit Facility will decrease annually commencing in December, 1997 with a final maturity in October
2003. Borrowhiigs under the 1994 Credit Facility bear interest at a rate between the agent bank's prime rate
(814% as of December 31, 1994 and 1995) and prime plus 4%, depending oo certain financial tests. At the
Company's most barrowings bear interes({ spreads over LIBOR. The Company's obligations under the
1994 Credit are guaranteed by the Company's Restricted Subsidiaries, (collectively with the Company,
the Restricted Group) which represent the majority of the Company's owned and operated cable systems,
excluding those acquired in the Providence Journsl Cable and Michigan acquisitions (collectively, the New
Borrowing Group). Prepayments are required from the proceeds of cerain sales of Restricted Subsidiaries’
assets.

During 1995, certain of the Company’s subsidiaries entered into & $1,200,000(00 unéécured reducing
revolver credit facility (the 1995 Credit Facility). Initial borrowings under the 1995 Credit Facility were utilized
to finance the acquisitions of Providence Journal Cable and the Michigan cable systems. Credit availability under
the 1995 Credit Facility will decrease annually commencing in December 1998 with a final maturity in
wmmuﬁum&mmu-—uauusmumin
December 31, 1995) plus ¥4% or spreads over LIBOR. The New Borrowing Group's obligations under the 1995
Credit Facility are guaranteed by substantially all of the New Bormrowing Group subsidiaries. Prepayments are
required from the proceeds of certain sales of New Borrowing Group assets.

The Insurance Company Notes sre unsecured, bear interest at 10.12%, require increasing semi-annual
wmmﬂ.lmﬂﬂmnﬂh:hhdw-ﬁhlmmm.
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The Company's unsecured Senior Notes and Debentures rank pari passy in right of payment with the
hmcmmyﬂmnﬁlm&uhﬁiﬂqtm.smwmmmwaw
m.mthH‘Hﬂmmauimm“Muhwﬂ

The Senior Notes and Debentures consist of the following: '

Decesber 31,
1954 1995
(1 Thousands)
8V4% Senior Notes, Due September 15, 2001 ....ccvvvvranns asWses $ 200,000 ,' 200,000
8% % Senior Notes, Due August 15,2003.......... AR . 100,000 100,000
8% % Senior Debentures, Due September 15,2005 .......ccc0vveens 275,000 275,000
8.30% Senior Notes, Due May 15,2006 ...........00 AP L — 600,000
9% Senior Debentures, Due September 1,2008 .. ....coceeen o 300,000 300,000
9¥4% Senior Debentures, Due August 1, 2013 ...ovuverearenrares 525,000 525,000
Tﬁlolt!o’ov--b--.bi&loilll.iIii-lDOOICCtii.looqlrn‘ll ‘l m
BT e | - _ ]
The Company’s Senior Debt limits the Restricted Group with respect to, among other things, payment of
muw&wﬂhmdmhmﬂ and additional

I liens
mmmm-ﬂmummmmdmnwn
debt and cash flow 1o related fixed charges. In addition, the 1995 Credit Facility has similar limitations with
respect to the New Borrowing Group.

mw;wmnwuuwnmunmnﬂugm

&1 various dates, and is subordinated 1o the Company's Seaior Debt. Subordinated Debt consists of the

M
1994 1995

(Lo Thousanda)

10% % Senior Subordinated Notes, Due June 15,2002 ....ocvvvnneanss $100,000  $100,000
Subordinated Floating Rate Debentyres,

November 1, 2004 ...... A R ARG R LT A i 100,000 100,000
11% Senior Subordinated Debentures, Due June 1, 2007 ....ocvrveaans 300,000 300,000
TOl .c.oconnnessrarrescsssssssssnnssnesssssessasassnsnenss $500,000 w

mmulm‘dwwmwmmmn“muum
mum—ddﬂ.lmd_uhammmmmm-m
Joss of $28,100,000, less an income tax benefit of $9,835,000.

The Senior Subordinated Floating Rate Debentures bear interest at LIBOR plus 3%. In February 1996, the
mwummmmu-mqﬂuuwmpﬁm
interest thereon.

s8 R




MMNMWMEWWMMMSWM&MMM
table summarizes the terms of the Company's existing Swaps and Caps as of December 31, 1995;

Notionol Ameust  Maturisies  Insavast Rte

(I thoussnds;
Fixed to Variable SWEPS ....cvvvvniriincnnnnrionenss $1425000 1998-2003 5.9%
Variable t0 FiXed SWAPS ......ovvnnvesranssssannanns 900,000  1996-2000 8.9%
cmﬁmmnmmo in Other Assets) ....... 800,000  1996-1997 8.0%

The Company's credit risk if the counterpasties failed to perform under these agreements, would be limited
to the periodic settlement of amounts receivable under these agreements. As of December 31, 1994 and 1995,
the net amounts payable by the Company in connection with the Swaps were $5,000,000 and $6,460,000,
respectively.

The Company's variable-rate Swaps, which are indexed 1 six month LIBOR, include a $75,000,000 Swap
that may be extended by the counterparty at a certain time in the future under the same terms and conditions at
the existing contracted rate. The Company entered into this Swap to further manage its interest rate risk. The
Swap is related to specific portions of the Company's fixed-rate debt and is with & counterparty that is a lender
in both the 1994 Credit Facility and 1995 Credit Facility.

The fair value of total debt, Swaps and Caps is estimated to be $3,516,588,000 and $5,418,137,000 a. of
December 31, 1994 and 1995, respectively, and is based on receat trades and dealer quotes. The components of
the fair value are as follows:

December 31,
1954 1955

(1a Thousasds)
Carrying Valog Of Dbl o, cuevrvccsnorsnsenrsransnnsnrsnstsnsss $ 3,449,907 $ 5285159
Unrealized (Gain) L.oss 00 DeDE . v v vvvversssrnscessnsssssasnses (130,442) 85,195
Unrealized Loss on Floating 1o Fixed Rate Swaps . ... ............ 14,247 41,495
Unrealized Loss on Fixed 1o Floating Rate SWaps ................. 184,903 6177
Unrealized (Gain) Loss on Interest Rate Cap Agreements ......... _(2,027) 111
TOR onwnnnsnivivismiar st ivs st R oA s n e $ 3,516,588 $ 5,418,137
== Al ..}

Annual maturities ﬂdﬁhhhy&:Wuwn.lM.num
!- {1a Thousssds)
1 e N Rl o s gt S o A il > TS P 1o 5§ 29641
IDUY siipionannnannisnianasonnpsppicssibens sassssivabbnsntiastsivassiis 32,108
190 i iiisiitiite e i A e e d e s s e T s PP g 33551
| L e e L T G S L PP, B A S-S 0 1 112,267
BN 010 i g s 0 i A i B D BB A SRR B 558,903
THNEERNE o ccvivviiivsinns o rssins i st p R s s AR TEE iR R B s st slasss 24,518,689
P i - R ey L CH PR i R el e, s e ey T T i |y $5 159

The Company and its subsidisries have entered into various opersting lease agreements, with total
commitments of $48,685,000 as of December 31, 1995. Commitments under such agreements for the years 1996-
2000 spproximate $11,374,000, $8,629,000, $7,024,000, $5,832,000 and $3,895,000, respectively, The Company
and its subsidiaries also rent pole space from various companies under agreements which are generally
terminsble on short notice. Lease end rental costs charged to operations for the years ended December 31, 1993,
1994, and 1995 were $18,378,000, $20,113,000 and 521,696,000, respectively.
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9. REDEEMABLE COMMON STOCK

Pursuant to a Stock Liquidation Agreement with certain stockholders (the Selling Stockholders), the

Company committed to repurchase certain shares of its common stock (Redeemable Common Stock) in
. December 1998 or January 1999 at a defined purchase price (Purchase Price). The Purchase Price is the greater
of the net proceeds per share from the liquidation of the Company less a 22.5% discount or the estimated amount
of net proceeds per share from an underwritten public offering of the Company's common stock.

The fair value of the Redeemable Common Stock is estimated at $329,011,000 and $353,704,000 as of
December 31, 1994 and 1995, respectively, based oo the estimate of the Purchase Price at these dates of $19.72
and $21,20 per share, respectively, 85 determined by an investment banker for the Company.

In the event the Company is unable to meet its commitments under the Stock Liquidation Agreement, the
&mmmmhﬂdmwmmdhm?dhm.

During 1993, the Company repurchased 1,604,400 shares of Redeemable Common Stock for approximately
$31,125,000 and reclassified 411,175 shares of Redeemable Common Stock as Class A Common Stock based on
an agreement with a certain stockholder to remove such shares from the 1998-1999 Share Repurchase Program.
During 1994, the Company repurchased 27,475 shares of Class A Common Stock and 217,625 shares of Class B
Common Stock, of which 82,900 were shar=s of Redeemable Common Stock.

The initial estimated repurchase cost for the Redecmable Common Stock has been adjusted by periodic
accretions through the repurchase dates based on the interest method of the difference between the initial estimate
and the subsequent estimates of the Purchase Price.

10. STOCEHOLDERS' EQUITY (DEFICIENCY)

The Company has two classes of stock: Class A Common Stock, which bas one vote per shure, and Class B
Common Stock, which has ten votes per share. At December 31, 1995, there were 38,885,294 and 109,151,550
Class A and Class B shares of common stock outstanding, respectively. Stockholders' Eguity (Deficiency)
refiects only 38,780,694 and 92,572,000 Class A and Class B shares of common stock outstanding, respectively,
due to th: classification of 16,684,150 shares &s Redeemable Common Stock.

In 1993 snd 1994, the Company sold 2,396,900 shares of Class A Common Stock for spproximately
$46,500,000 and 1,572,150 shares of Class A Common Stock for approximately $30,500,000, respectively.

Eachlshare of Series A Convertible Preferred Stock (Convertible Preferred) is entitled to 250 votes per
share, shares equally with each commae share in all dividends and distributions, and is convertible into 25 shares
of common stock, at any time, a the option of the holder. The Convertible Preferred stockholders have the right
1o sell their shares in & public offering by causing the Company 10 register such shares under the Securities Act
of 1933. Certain other stockholders of the Company have similar registration righ's.

The Convertible Preferred has s liquidation preference equal to the greater of its Accreted Value or the
amount which would be distributed to common stockholders, assuming cooversion of the Cagvertible Preferred.
The Accreted Value assumes a yield of 8% per anoum, compounded semi-sonually in arvears on the $350
mwwmmum,ummdmmwmmmw
$39,802,000 to reflect the Accreted Vaive of $527,578,000 as of December 31, 1995.

After June 1997, if the value of the common stock is greater than 137.5% of the then Accreted Value, the
Company will have the right to convert each cutstanding share of Convertible Preferred into one share of

common stock.

1n June 2002, eack outstanding share of Convertible Preferred may be converted at the option of the holder
or the Company into & number of common shares which will have & value equal ©o the Accreted Value. The
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Company may, at its sole option, purchase for cash at the Accreted Value all or part of the Convertible Preferred
instead of accepting or requiring conversion.

The Company paid aggregate fees and underwriting discounts 1o Lazard Freres & Company (Lazard) of
approximately $7,700,000 during 1993 and $9,000,000 during 1995 in comnection with cerain investment
banking services. Two directors of the Company are general partners of Lazard and managing directors of
Corporate Partners, LP., which purchased 728,953 shares of Convertible Preferred on the same terms as all other
purchasers of Convertible Preferred.

11. RESTRICTED STOCK PURCHASE PROGRAM

The Company maintains a Restricted Stock Purchase Program under which certain employees of the
cmy.wwumammumwwnm:ﬁumummn
the par value of one cent per share. The shares remain wholly or partly sebject to forfeiture or seven years,
during which time a pro rata portion of the shares becomes *‘vested” at six-month intervals. Upon termination
of employmeat with the Company, an employee must resell to the Company, for the price paid by the employee,
the employee's shares which are not then vested. For financial statement preseatation, the difference between the
mmmuwmm:mmdmmmwunmﬂﬁmmm
recorded as additional paid-in capital and uncamed compensation. and charged to operations through 2001 as the
shares vest. Shares of common stock issued uader the program for the years ended December 31, 1993, 1994
and 1995 were 40,000, none and 2,382.925, respectively. At December 31, 1994 and 1995, 1,003,925 and
mmm.mnyuMhmmuwmwma
wholly-owned subsidiary of the Company has loaned approximately $13,541,000 and $27,746,000 at December
31, 1994 and 1995, respectively, to the participating employees to fund their individual tax lisbilities. These lcans
are due through 2001, bear interest at & range from 5% to 8% and are included in Other Assets in the

accompanying financial statements

12. INCOME TAXES

Effective January 1, 1993, the Company implemented the provisions of SFAS 109 and recognized an
additional charge of $184,996,000 for deferred income taxes. Such amount has been reflected in the consolidated
financial statements as the cumulative effect of change in accounting for income taxes.

nﬁxm.ummn:mnnnmﬂmum.whmm
statutory rate from 34% to 35%. The income tax benefit for the year decreased approximately $4,182,000 as 2
result of applying the newly enncted federal tax rates to deferred tax balances as of January 1, 1993,

The provision (benefit) for income taxes is comprised of

‘I-'uﬂl-ﬁ&
(= Thosszads)
Current:
POl iocncisiivinestishitisidiinnsrrsspiassnys 5 &0 $ (196) $ (238)
R e o e L S R S 1,220 2,049 1,112
Deferred:
B e e A e e s (7.968) (35,549) (42,416)
BB ccsinvsnsannonidanestiboierihesehessssessens (1,820) (6,723) (6,367
Tﬂﬂ ----------- sasmanas e FRA NP ASE RIS R mlﬂl? gml’) sﬂm
Extraordinary Item—Deferred .....0000000ss ssasesse seser § == S_E) $ -
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Dtﬂmwdueﬁmﬁmhmmmmudlhﬂdmlmmmmnmmnmm:

Yﬂﬂdwlb

1993 1954 1995
Federal Statutory Rate ...oovavvnennsssnnas s aees s ha e A (35.00% (35.00% (35.00%

Enacted Tax Rate Change ......covrsevsoscssssssssanssrsssncsnss 124% — —
Non-Deductible Equity in Net Losses of Foreign Affiliates ........... — — 65%
State Income Tax, Net of Federal Income Tax Benefit ....ocvepviins 1% @)% @Q49%
OB vvvresrececsossssaassasassassssssssssssssnssssannancnnss 3% 5% 9%
T'a..t .................... FEssEEBEFEERRREREEES R R R L m” w mm

mmmumwnﬂmﬁummummdm
tax assets and liabilities consist of the following:

December 31,
1994 1995
(1n Thouands)
Deferred Tax Lisbilities:
Depreciation and AMOMIZAton . . vvvsersrsrsssssssssssssnssnss $(506,560)  $(801,068)
Unrealized Holding Gain on Marketable Equity Securities. .. .. i (32.353) (45,717)
OB ..occsscsssnsssasssssssssnsasassnsunanasandnssnssasses (5245, - (15,790)
Deferred Tax Assets:
Net Openating Loss Carryforwards ......... sy 35 Hy R 460,469 570,739
Tax Credit Carryforwands ... ...ccovviesusserssrssonssssssnns 59397 57492
Other .......... e A A o G D o - e AR 60,836 68,729
VAlURHOn ATIOWRDOE . .. v.vveerseseassssnsssssssssessnsnsens (153,026)  (141,426)
Net Deferred Tax LIty . ...oeveeesesesssrnnns i eSS ot S(116482)  $(307.041)

mmdhmmumumuwn.xnm
for federal income tax purposes, expiring fhrough 2010, and investment tax credit camyforwards of
spproxirately $57,500,000 expiring through 2005.

vmmmmmgmnmwm-:m
carryforwards, the tax benefit of certain limited use federal net operuting losses and certain stase net operating
Josses. If in future periods the realization of tax credit and pet operating loss carryforwands scquired as a result
of business combinations becomes more likely than not, $36,000,000 of the valuation allowance will be allocated
nm#-ﬂ-iﬂ-hbbmﬁn”dhmmghumdim
was 8 decrease of $4,445,000 and $11,600,000, respectively, The decreases were due primarily to the expiration
dmmmﬂhw&mﬁuﬂumm

13. RETIREMENT AND MATCHED SAVINGS PLANS

mwu-mmm#mmmmm
mu#umuummmm'mdmuuma
uhwmamw.mm-mhumm-nu-u
meet the minimum funding requirements of ERISA.
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The components of net periodic pension expense are as follows:

Year Ended December 3
1953 1994 1995
(1 Thoussnds)
Service Cost-Benefits Eamed During the Year .......corcvsvsvvens $2584 352934 352919
Interest Cost on Projected Benefit Obligation ...........o00eiiies 1336 1576 1,896
Actual Loss (Return) on Plan ASSetS ......cccvssnrsrrnssvansnss (136) 417 (3,039
OBTIIE «oouvnnnsoriarad ces Sbybalsonssnssssshing serees  (615) (1514) 1672
TOtl soeveannarcsnnersansansssnsnsssssssossnsasnassoves $3,169 53413 53448

The following table sets forth the funded status and amounts recognized in the Company's balance sheet:

December 31,
1994 1995
(la Thousands)
Actuarial Present Value of:

Vested Benefit ObHERION .. ccvuevvrasevionansnnsasnsrssnnssns . $(9159) $(15341)
Noo-Vested Benefit Obligation. . ..... Vidarss (1,201) (1,465)
Accumulated Bepefit Obligation . .....coveicsscicnaarasnnrssessnsans (10,360)  (16,806)
Eﬁ'ﬂdhohﬂdhhyhm:. ............ (12,651) (12,041)
WMW ................ [ EE R R R EL R R R R R ml) m
Plan Assets ot Market VAID® . ...vevvvucnccrcsscssssvassnrsnssas 12397 18,498
PUnAod BURNE & 1 ssiviissurscosindhppepsnrsonsnrranspmanssssssig (10,654) (10,349)
Deferred Transition Loss . . . ..vevevrsssssisssssasssrssnnnssnsnssnas 1,194 1,124
Unrecognized Prior Service Cost .....vvenvsnvcnncnsrionss AP (511) (413)
Unrecognited NeLLOBS -..cocccererosscsssosascnncsnsesssssnssosns 2,233 1,963
Accroed Pension COBL .. covvsesssscssssrssassssssssssansas $ 0.738) § (7,745)
= s —1

mﬂl

1 Ve 2o
DISCOUDE RRIMB o o2 ivs sassesssosnsosnnnissnsansnsnsssieisbdsosddsssdsnsssss 8.75% 725%
Long-Term Rate Of REUM . . .o vcvconcssnnsnansnrasssnansssssasanss 9.00% 9.00%
Rate of Increase in Puture Salary Levels. .. ...cccieircnrscrsssssssssassassass 515% 425%

At December 31, 1995, plan assets consist of equity and debt securities, U.S. Goverzmeat obligations and
cash equivalents.

The Company sponsors a defined contribution Matched Savings Plan covering substantially all of its

The Company's contribution for this plan is based on a percentage of each participant’s salery. Total

costs for the years ended December 31, 1993, 1994 and 1995 were approximately $2,550,000, $2,652,000 and
$2.907,000, respectively.

Effective in 1995, the Company spproved a Supplemeatal Executive Retirement Plan (“*SERP"'). The SERP
provides additional retirement beefits for amy employee of Continental whose accrued benefits under the
Continental Retirement Plan arc Lmited by the Internsl Revenue Code's (the *‘Code’’) limit on compensation
which may be taken into acoount under that plan or by the Code's Section 415 limit on the size of retirement
benefits which may be funded under that plan. The SERP is an unfunded, non tax-qualified plan.
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‘The components of net periodic pension cost for the supplemental retirement plan for 1995 are as follows:

Year Ended
December 31, 1995
(la Thousands)
Service Cost—Benefits Exrned During the Year ......ccoivveiimrarinannns s
mmmwnmmlilll AR ERREERREE RN R RN l:‘
Dﬂﬁ‘m ------------------------------- AR R FasEEEEBES FPMEEE B _'E
A TOR siciovrseressstnsssassnnssasssssnsssssnssssrnsensssacssessse $280
e s
The actuarial assumptions as of the year-end measurement date are a3 follows:
Bossuioes 21, 08
th .......................... FTEFERE R R R R R R RS R ] - ?m
Rate of Increase in Poture Salary Levels ......ccevceceviensroniisnsirocens 4.25%
The funded status of the supplemental retirement plan as of December 31, 1995 is as follows:
December 31, 1995
(1n Thoasands)
Actuarial Present Value:
Vested Benefit Obligation .. ..c.ovvrvearsrssnerssnsrssrsssssnsrssasass 5 (651)
Non-Vested Benefit Obligation ........ocvvvseinsinss PP R A o
m“w (EEEFFEES RN RN A R R R R AR R R R L {m}
Effect of Projected Salary INDCTEASES .....voerevsnscresssssssssssssasssnsss (1,146)
Projected Benefit Oblgation .. ......couvevrvrrssrssrrssssssssssissssasnnas (1,799)
Plan Assets BE MEIKEt .....co0cvvecvuccnssssssssssssssssssncssnunen sanas == S
mm...' lllll I EZE R RN R R E R R R R N R IEF R R R R R R R R RN {Ilm)
Unrecognized Prior SEIviCe ........ccccvcamsnncnnsansns Y o TP - A 1,341
Unrecognized Net LosS .....cvvvviavsncssnnnnnns sonasassssssserans sesane 178
Accried Pention COBl .cocccosssssarssnsnsnssasnsssansssnnss Tl w

14. CONTINGENCIES

MMHMnhﬁM’nﬂdﬂuﬂﬂhhMmdmﬂh
the opinfon of mensgement, the ultimate resolution of such legal proceedings and claims will not have a material
effect on the consolidated financial position and results of operations of the Company.

15. LEGISLATION AND REGULATION

Pursuant to the Cable Television Consumer Prosection and Competition Act of 1992, the FCC in April 1993
promulgated rate regulations that establish maximum allowsble rates for c1ble television services, except for
services offered on & per-channel or per-program basis. The FCC's regulaticns require ratbs for equipment and
installations to be cost-based, and require reasonable rates for regulated cable television services to be established
based on, &t the election of the cable welevision operstor, either application of the FOC's benchmark formula or a
cost-of-service showing pursaant %o standards adopied by the FCC. In addition, the PCC regulations limit futare
ratz increases for regulated services.

Under cutrent FCC reguilations, & rate complaint or cestification of a Jocal franchising suthority is required
1 regulste a system. In accordsnce with the regulations, the Company either reduced rates under the FOC's
beachmark methodology or sepported current raes by cost-of -service showings for regulated franchises. Certain
wﬂhh”hhmﬁ_l—lnpﬁdhﬂrﬁm“
of -service rules that allowed certain **presumptions™ in the rules to be overcome oo & case-by-case basis. While
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the Company believes that its showings in this regard were sufficient, the results of these cases were unknown.
As a result, the Company recorded a revenue reserve during 1994,

On August 2, 1995, a social contract between the Company and the FCC (the Social Contract) was adopted.
The Social Contract is a six-year agreement covering all of the Company's existing franchises, including those
that are currently unregulated, and settles the Company’s pending cost-of-service rate cases and benchmark cable
programming service tier (CPS) rate cases. Benchmark broadcast service tier (BBT) cases will be resolved by
the Company and local franchising authorities. As part of the resolution of these cases, the Company agrees 10,
among other things, (i) invest at least $1.35 billion in domestic system rebuilds and upgrades in the next six
years 10 expand channel capacity and improve system reliability and pictare quality, (i) reduce its BBT service
rates and (iii) make in-kind refunds to affected subscribers totaling a retail valve of approximately $9.5 million.
In 1995, the Company adjusted the revenue reserve recorded in 1994 to reflect the impact of the Social Contract.
Thcmhﬂudpuﬁhgﬂcmuwﬁumwhﬂubyhﬂtdwmwucm.

mwwmmhthumrnmwmwu
services offered in any Continental franchise change in a manner that would have a material favorable financial
impact on Coatinental. In that instance, the Company may petition the FCC 5 terminate the Social Contract

In February 1996, the Telecommunications Act of 1996 was enacted, which dercgulates CPS rates afier
March 31, 1999.

16. EVENTS SUBSEQUENT TO INDEPENDENT AUDITORS’ REPORT (UNAUDITED)

In February 1996, the Company signed a definitive Agreement and Plan of Merger (the Merger Agreement)
providing for the merger of the Company with and into U § WEST, Inc., with U § WEST, Inc. being the
surviving corporation. The Merger Agreement provides for the stockbolders of the Company to receive a
combination of cash a4 securities of U S WEST, Inc. valued at spproximately $5.3 billion in exchange for all
of the outstanding stock of the Company. Additionally, U S WEST, Inc. will assume the Company's outstanding
indebtedness and other labilities. The merger is contingent, among other things, upon receiving approval from
the Company”s stockholders and necessary regulatory approvals.

On Merch 6, 1996, a proposed amendment (the Social Contract Amendmeat) to the Social Contract was
released by the FOC for public comment. If adopted, the Social Contract Amendment would incorporate all
franchises acquired during 1995 into the Social Contract, and settle most CPS-rate cases of the acquired
franchises. The Social Contract Amendment provides for cash refunds of $1.6 million (for which reserves were
recorded as of December 31, 1995) and increases thé Company's investment commitment in domestic system
rebuilds from $1.35 billion to $1.7 billion.

In March 1996, the Company entered into & purchase agreement (o acquire the pon-owned interests in and
discharge or assume certain liabilities of Meredith/New Heritage Strategic Parmers, LP. for approximately
$219.200,000.
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QUARTERLY FINANCIAL INFORMATION (UNAUDITED)
Quarterly results of operations for 1994 and 1995 are summarized below:

First Second Third Fourth
Suerter,  _Quetw  _Quarter
(ia Thousmnds, Excepl Per Share Amoasts)
1994
ROVORUOE ..ocinmsbropstdivompntnasetsnsnnss $200,764 $298,626 5296246 $312.341
Depreciation and Amortization ........ceeeeeas 67,458 68,065 nan 76,383
Restricted Stock Purchase Program............. 2838 ° 2837 2877 2814
Operating INCOME . ocosvrinsesssescosscnssnse 59,284 61,507 53,565 56,238
Loss Before Extraordinary Item..........cc00.. (13,640) (9981) (21,871) (23,084)
Extraordinary Iem ....ccocevevericnsnansens - - — (18,265)
NetLoss ooovincsisonenss B e e e (13,640) (9.981) (21,871) (41349
Loss Applicable to Common Stockholders....... (22,518) (18990) (31309) (50.824)
Loss Per Common Share:
Loss Before Extraordinary Item ........... (0.1%) (0.16) 027 (0.28)
Extraordinary 16l .ovvevvecrnsvassnsss ! - — - (0.16)
NetLotS.cooanronnnse PR e 0.19) (0.16) (027 (0.44)
1995
Revenues ........ AR T on S e e PO $318576 S$331.472 5342445 5449899
Depreciation and Amortization ............. S T4422 73,990 82,15 110600
Restricted Stock Purchase Program............. 2850 3,055 3,042 3,058
Operating IDCOME ....ccovvrsscnseccsssnssnns 59,192 61,361 61,400 70,022
Nt LOM s iaessscansse AR Aot ST S, TR (6902) (26,165) (25065)  (53,895)
Loss Applicsble to Common Stockholders. ...... (16505) (35909) (35273) (64,14D)
Loss Per Common Share:
M LB incriussaiitansiranansiepis (0.14) (0.30) (0.30) (0.44)
! .




Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure.
None.

PART I

Item 10. Directors and Executive Officers of the Registrant.
The positions beld by each Director and Executive Officer of Continental are shown below. There are no

family relationships among the following persons. ¢
Nome of Disgster or Busautive Offesr Position with Contlnental

Amos B, Hostetter, Jr(1). covuvennsnsacnscscsrssasnnnns Chairman of the Board, Chief Executive
Officer and Director

Timothy P, Neher.....cvenctensnscsnse N T Vice Chairman of the Board and Director

William T. Schleyer, ..ocovvenensss SessuvesenaIRROERY President and Chief Operating Officer

Roy F. Coppedge IN(2) .. oocvuvrsnenes e e ded s Director

Stephen Hamblett . . . ... ccoinerearsessnsesanrsnsensens Director

Jonathan H. Kagan(1), (2). - ..covvvvecnrnvnnnernnnanss Director

Rt B Lulick. s 55 bt noaan s hoopatopinsisanoesasnadus Director and Secretary

Henry F. MCCRDOE . o covvvvunrnsrosncannarresns Feda e Director

Toypve E MyDremll). .o ciiaeivsarpsisnsannsnsransesss Director

LM POIMA . o s vrrovinenidavsnnbansioessanshasss Director

MEchanl I, RIDE, cvceossrsssnnensssnsnsisssnssssssnns Director

Vinoont ). RYMM(1) cincecincssasinpbbinssninans boanas Director.

Bonld H. COODRE . ocrirnssnsssbssrasnsnsssssnssshsnss Executive Vice President

Jefirey T. DELOME «.cuvevsnnssnorssnnsnasssorssnsnss Executive Vice President

Nancy HAWIDOM®. o ooooevvtsanssaccsonsasssansannssss Senior Vice President and Chief Financial
Officer

(1) Members of the Executive Committee

(2) Members of the Andit Committee

Contineptal has a classified Board composed of three classes. Each class serves for three years, with one
class being elected each year. The term of the Class A Directors, Messrs. McCance, Coppedge, Ritter and Luick,
will expire at the 1996 Annual Meeting of Continental. The term of the Class B Directors, Messrs. Neher, Ryan
and Kagan, will expire at the 1997 Annual Meeting of Continental. The term of the Class C Directors, Messr.
Hostetter, Pollack, Hamblest and Myhrea, will expire at the 1998 Annual Meeting of Continental. Under the
terms of certain stock purchase agreements with Continental, Corporate Advisors, LP. (*'Corporate Advisors'),
on behalf of the investors (the *‘Continental Preferred Stock Investons'’) who purchased Series A Preferred
Stock, currently has the right 1o designate two persons, and Boston Ventures Limited Partnership 11, on behalf
of itself and Boston Ventures Limited Partnership IIA, Boston Ventures Limited Parmership I'VV and Boston
Ventures Limited Partnership IVA (collectively, the ““Boston Ventures Investors’”), currently has the right 1o
designate one person, to be nominated a5 members of the Board of Directors. Lester Pollack snd Jonsthan H.
Kagan are the designees of the Continental Preferred Stock Investors, and Roy F. Coppedge ITl is the designee
of the Boston Ventures Investors. The Providence Journal Company has the right to designate two individuals o
be nominated as members of Continental’s Board for a three-ysar term afier the term of its two designees,
Stephen Hamblett and Trygve E. Myhren, expires.

The Exacutive Officers were elected by the Continental Board of Directors on May 18, 1995, All Executive

Officers hold office until the first meeting of the Continental Board following the pext annual meeting of
stockholders and until their successors are chosen snd qualified.

The following is & description of the business experience during the past five years of each Director and
Executive Officer and includes, as to Directors, other directorships held in companies required to file periodic

-
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reports with the Securities and Exchange Commission (the “‘Commission’’) and registered investment
companies.

Directors and Executive Officers

Amos B. Hostetter, Jr. (59), a cofounder of Continental, is the Chairman of the Board and Chief Executive
Officer of Continental. He has been a Director since 1963, Mr. Hostetter is a past Chairman of the National Cable
Television Association (“NCTA"") and currently serves on NCTA's Board and Executive Commitiee. He is past
Chairman and serves on the Executive Committze of the Board of Directars of both Cable in the Classroom and
C-SPAN and serves as a Director and Chairman of the Audit Committee of Commodities Corporation (USA).

Timothy B. Neber (48) is the Vice Chairman of the Board of Continental. He has been & Director since
1982 and has been employed by Continental since 1974. Prior to 1991 be was President and Chief Operating
Officer of Coutinental, prior to 1986 he was an Executive Vice President of Continental, apd prior to 1982 be
was Vice President and Treasurer of Continental. He currently is on the Board of Directors of Tumsr and The
Golf Channel, Inc.

William T. Schieyer (44) is the President and Chief Operating Officer of Continental. Prior to March 15,
1995 he was an Executive Vice President and prior to 1989 he was the Senmior Vice President and General
Manager of Continental's Northeast region. He is a member of the Boards of Directors of CableLabs, the
research and development arm of the cable industry, PPVN and Optus Vision. He has been employed by
Continents] since 1978.

Roy F. Coppedge Il (47) has been a Director of Boston Ventures Management, Inc. since 1983, He
curreatly is on the Board of Directors of American Media, Inc. He was elected to serve as a Director of
Continental in 1992,

Stepben Hamblett (61) has been the Chairman of the Board and Chief Executive Officer and a Director of
The Providence Journal Company (as successor 1o Providence Journal) and Publisher of the Jowrnal-Bulletin
newspapers since 1987, He has been a Director of Continental since October 1995. Mr. Hamblett also serves on
the Boards of Directors of the Associated Press and the Inter-American Press Association.

Jonathan H. Kagan (39) is Managing Director of Corporate Advisors and of Centre Partners, LP.,
investment pa:inerships affiliasted with Lazard Freres & Co. LLC (“'Lazard™) and a Managing Director of
Lazard. He has been associated with Lazard since 1980. He was elected t0 serve as a Director of Continental in
lm*.KthuhMMdmmm

Robert B. Luick (84) is of counsel to the law firm of Sullivan & Worcester LLP (**Sullivan & Worcester'"),
Mﬁmmmuﬂuwmumrdmuimmm"-mu
Sullivan & Worcester. Mr. Luick has been with Sillivan & Worcester since 1943. He is a member of the Board
dDhmdhﬂmhmwﬂ.aMmmm.ﬂlhhﬂm-ﬂam
of Continental since 1963,
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Director of Continental since 1972.

WEHMMMHM-&MMM&:MMNW
Journal Company (as successor to Providence Journal) since 1990. He has been a Director of Continental




since October 1995, Mr. Myhren is a past Chairman of the NCTA and is currently a Director of Advanced
Marketing Services, Inc., CableLabs and Peapod Limited, a company that provides consumer on-line grocery
shopping services. From 1981 through 1988 he was the Chairman and Chief Executive Officer of American
Television & Communications Corporation, which is now part of Time Wamner.

Lester Pollack (62) is Senior Managing Director of Corporate Advisors and Chief Executive Officer of
Ceatre Parters, L.P., investment partnerships affiliated with Lazard, as well as a Managing Director of Lazard.
He currently is oo the Board of Directors of SunAmerica Inc., Kaufman & Broad Home Corporation, Tidewater,
Inc., LaSalle Re Holdings Limited, Parlex Corporation, Polaroid Corporation and Sphere Drake Holdings
Limited. He was elected to serve as a Director of Continental in 1992.

Michael J. Ritter (54) has been a Director since 1991 and was employed by Continental from 1980 until
March 15, 1995, at which time he retired as the President and Chief Opemting Officer of Continental. Prior to
1991 be was an Executive Vice President, and prior to 1988 he was the Senior Vice President and General

Manager of Continental's Michigan management region.

Vincent J, Ryan (59) has been Chairman of the Board and a Director of Schooner Capital Corporation, a
venture capital organization, since 1971. Mr. Ryan is also a Director of Iron Mountain Incorporated, an
information-management company. He has been a Director of Continental since 1980,

Ronald H. Cooper (38) is an Exscutive Vice President of Continental. Prior 10 1995, he was the Senior
Vice President of Continental's Southemn California management region. Prior to 1990 he was the Senior Vice
President of Continental's Northern Californis management region. He is a member of the Boards of Directors
of Cable Advertising Partners, TCG and TCG-Los Angeles and serves on the compensation commiiize of TCG.
He has been employed by Continental since 1982,

Jeffrey T. DeLorme (43) is an Executive Vice President of Continental. Prior to February 1993, he was the
Senior Vice President and General Manager of Continental’s Floride/Georgia management region. He serves oo
the Partners’ Commitiee of PrimeStar and on the Board of Directors of The Sunshine Network. He has been
employed by Continental since 1980.

Nancy Hawthome (44) is the Chief Financial Officer and s Senior Vice President of Continental. Prior to
December 1993, she was also the Treasurer of Continental, in addition to being Chi<f Financial Officer and a
Senjor Vice President Prior o December 1992, she was a Senior Vice President and the 7Treasurer of
Continental. Prior to 1988, she was a VicePresident and the Treasurer of Continental. She is a member of the
Boards de:mM New England Zenith Fund, s mutual fund,
TOG and Oyitus Vision. She has been employed by Continental since 1982

Biographical information concerning the Directors and Executive Officers is as of March 1, 1996.
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Item 11. Executive Compensation.

The following table (the *‘Summary Compensation Table'’) discloses compensation received by

Continental's Chief Executive Officer and the four most highly compensated other Executive Officers of
Continental (the Chief Executive Officer and the other Executive Officers are bereinafter referred to as the
**Named Executive Officers'”) for the three fiscal years ended December 31, 1993, 1994 and 1995,

Summary Compensation Table
i . Long Term
Name and Princtpal Other Ansual  Restricted Stock All Other
Years Salary(s) Boous§)l) Compenmtion(y) Awsrd($)AX)) Coscpemsution($}4)
Amos B. Hostetter, Jr., ..... 1995 $650000 $208848 § — 54,849,900 34273
Chairman and Chief - 1994 649876 97,991 — -, 4273
Executive Officer 1993 624961 238653 — — 4273
William T. Schleyer, ....... 1995 424,077 14052 - 4364910 3,403
President and Chief 1994 315815 30,639 — — 3,403
Operating Officer 1993 291923 61418 _ - 3,403
M',Tom TIIl 1] Im 3:‘17“ lmm _— m ,l'm
Executive Vice President 1994 294846 49,166 - — 3,403
1993 268,484 56,871 111,608(5) —_ 3,403
Ronald H. Coopet, ......... 1995 267,123 34543 —_— 2,424,950 3315
Executive Vice President
Nancy Hawthorpe, ......... 1995 274746 67,488 - 2,085,457 3,403
Chief Financisl Officer 1994 241938 18,331 —_ — 3.403
and Senior Vice President 1993 224896 46590 — — 3,403

(1

@)
3)

See Note 11 to Consolidated Financial Statements. Continental has made loans to these and (ther persons
in amounts equal to the income taxes incurred by them as a result of their restricted stock purchases. Such
loans were financed through cash provided from operating activities and long-term borrowings. Continental
charges interest oo these loans generally at rates ranging from 5% to 8% per anoum and declares boouses
to eact of these persans in the amount of the interest due each year. Continental declared ne other bonus to
mmmmmwudmumnmdum
to certain of the Named Officers were as follows: William T. Schieyer ($1,751,974),
Jeffrey T. DeLorme ($1,311,077), Ronald H. Cooper ($261,500) and Nancy Hawthorne ($1,100.277). The
outstanding balance of each such loan is generally payable upon the earlier w occur of (i) the due
date of such loan or () the termination of such person’s employment with Continental. Each of
Mr. DeLorme and Mr. Cooper has an additional Joan from a subsidiary of Continental, of which the current
amounts outstanding are: Mr, DeLorme ($400,000) and Mr. Cooper ($278,680). Since the beginning of the
Mﬁuﬂmn.lm.hlupnwmdm“d#mm
Executive Officers were as follows: William T. Schieyer ($1,751.974), Jeffroy T. Delorme ($1.711,077),
Ronald H. Cooper ($1,270,997) and Nancy Hawthorne (51,100277). See *‘Compensation Commitiee
Interlocks and Insider Participation’* for loan amounts to certain other Named Executive Officers.
Shares of restricted stock are entitied to dividends at the same rate as all other shares of Common Stock.
mmumnmwdmm-ﬂmmdmm-dm
31, 1995 and (ii) the vesting schedule of such shares for each of the Named Executive Officers:




Restricied Shares Held
as of 123195

Vestiag Over Three Yours trom 123195
Shares Vesting Shares Vesting Shares Vesting
s 1996 a 1997 in 1998

_H_?n_ Shares Value
Amos B, Hostetter, Jf. ...ovvvvnnnnsnsss 266250 $5,165250 91250 50,000 50,000
William T. Schleyer ......covevrancnnss 216250 $4,195,250 58,750 45,000 45,000
Jeffrey T.DelOfme ..c.vvvvrecnnssnsss 124875 $2,422.575 37378 25,000 25,000
Ronald H. COOPer......cocvevcanesanss 118,550 $2,299870 31,050 25,000 25,000
Nancy HIWIBOME . . ..vvvvnvrrnnaannns 105,550 $2,047,670 * 30,300 21,500 21,500

(4) Includes payment by Continental in the fiscal years ended December 31, 1993, 1994 and 1995, respectively,
of premiums for term life insurance on behalf of the Named Executive Officers: Amos B. Hostetter, Jr.
(51,125 each year), William T. Schleyer ($255 each year), Jeffrey T. DeLorme ($255 each year), Ronald H.
Cooper ($165 each year) and Nancy Hawthorne ($255 each year). The remaining for the Named
Executive Officers represents the employer matching contribution under Continental’'s matched savings

plan.

Represents a ope-time reimbursemient of moving and related expenses incurred by Mr. Delorme in
connection with his relocation to Continental's Boston, Massachusetts office (grossed up for income taxes
incurred by Mr. DeLorme).

Certain Provisions of the Restricted Stock Purchase Agreements. On February 28, 1996, the Company
offered to sell restricted stock to certain key employees under the Company’s 1995 Restricted Stock Purchase
Program (the *‘Restricted Stock Purchase Program'’). At the same time, outstanding agreements pursuant to
which employees had purchased restricted stock in the past were amended. In purchasing restricted shares, an
employee enters into a Restricted Stock Purchase Agreement (an ''RSPA'") with the Company cuntaining
restrictions oo transfer, vesting provisions and a non-competition covenant, among other provisions. All of the
RSPAs provide that the Company will repurchase for the amount that the employee has paid, the unvested stock
of any employee whose terminates for any reason. Vesting occurs over time acconding to a schedule
designated in each RSPA. The RSPA dated February 28, 1996 (the **New RSPA"’) entered into between certain
key employees and the Company and the amendments to outstanding RSPAs provide that if the Merger with U
S WEST is consummated, then vesting is accelerated upon the first to occur of the ing everts after the
effective date of the Merger: (i) death or disability; (ii) in the case of an employes based in the existing corporate
headquarters of the Company, termination by reason of an involuntary relocation to a place of employment that
is more than 25 miles from the or relocation of the corporate headquarters; (ili) rermination
of employm snt within twenty-four months of the effective date of the Merger, other than in connection with the
sale, or other disposition of a system or,gther business unit in which the employee is employed, if such
nm.m' jon is by reason of: (2) a diminution in the employee's compensation, including a material adverse
change in employee benefits; (b) the assignment 1o the of duties and responsibilities which are

less than the employee's duties and responsibilities as of the effective date of the Merger; or () an

termination of employment other than a *“Termination for Cause.’" *“Termination for Cause’’ means
termination because of the employes's (A) refusal or failure (other than for reasons of fliness, incapacity due w
physical or mental iliness or physical injury) to perform, or persistent and material deficiencies in parforming,
his or ber duties, provided such duties are substantially similar to such person’s duties prior to the Merger; (B)
misappropriation of any funds or property of the Company; (C) conduct which could result in the
employee's conviction of a felony; or (D) conduct which could reasonsbly msult in termination of the
employee's employment due to violation of published internal policies. U 5§ WEST will assume the obligations
under the RSPAs in connection with the Merger, and any reference o the Company as employer will therealsr
be deemed to refer 1o U § WEST.

1n addition, each employee, in connection with the execution of an RSPA, has the opiion of entering into a
mmmwmnmmm“umm-mn“ww
the employee's total additional federal, state and local income taxes incurred as a result of the enployee’s filing
an election under Section 83(b) of the Internal Revenne Code. The tax lisbility financing agreements executed in
connection with the New RSPA provide, and the outstanding tax liability financing agreements under existing
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RSPAs were amended to provide, that, conditioned upon the consummation of the Merger and continved

through such date, one-third of the outstanding principal amount of the loans will be forgiven on
each January 2, 1997, 1998 and 1999, provided, however, that the loan shall be payable by the employee in full
in the case of any violation of the non-competition agreement in the RSPA (even if partially or entirely forgiven
at the time of such violation). In addition, if the Merger is consummated, the loan will be forgiven in full upon
the occurrence of the same events that would result in acceleration of vesting under the RSPAs described above.
The maturity dates of the loans granted to pay taxes were all extended 10 January 2, 2002 -~

All df the Named Executive Officers in the Summary Compensation Table entered into such amendments
to their outstanding RSPA and the related tax liability financing agreements. In addition, Mr. Cooper and Ms.
Hawthome purchased additional shares of restricted stock under the New RSPA and will receive loans under the
related tax liability financing agreements.

Compensation Commitiee Interlocks and Insider Participation. Base annual compensation for executive
officers was determined during the last fiscal year by the Chairman, the Vice Chairman and the President of
Continental. Pursuant to authority delegated by the Continental Board of Directors, the Chairman also awarded
gants of restricted stock in 1995 and 1996 10 key employees designated by the Continental Board in accordance
with Continental's Resuricted Stock Purchase Program. Amos B. Hostetter, Jr. and Timothy P. Neher, the
Chairman and Vice Chairman of Continental, respectively, are Directors and participate in deliberations
conceming executive officer compensation.

Continental has made loans to these two executive officers and other persons in amounts equal to the income
taxes incurred by them as a result of their restricted stock purchases. Such loans were financed through cash
provided from operating activities and long-term borrowings. Continental charges interest on these loans
geoenally at rates ranging from 5% to 8% per annum and declares bonuses (o each of these persons in the smount
of the interest due each year. As of March 1, 1996, the amounts of the loans outstanding to the two executive
officers named above were as follows: Amos B. Hostetter, Jr. ($3,379,546) snd Timothy P. Neber ($2,669,856).
Since the beginning of the fiscal year ended December 31, 1993, the largest aggregate amounts of indebtedness
of such executive officers were as follows: Amos B, Hostetter, Jr. ($3,379,546) snd Timothy P. Neher
($4,057,356). The outstanding principal balance of each such loan is generally payable upon the earlier to oocur
of (i) the due date of such loan or (i) the termination of such person's employment with Continental. For
information regarding loans to other executive officers, see footnote (1) to the Summery Compent ation Table.

On December 31, 1993, Continental accepted payment for loans incusred in connection with restricted stock
purchases, to Continental's 1989 Regtricted Stock Purchase Agreement (*‘RSPA III'") which became
due on such date by () transfer to Continental and cancellation of vested shares of Common Stock with a value
equal 10 the Joan outstanding, valued at $19.40 per share (the **Stock-for-Loan Exchange'"), (i) psyment in cash
or (iii) a combination of the two, Continental also made sn offer (the “RSPA Offer’) in January 1994 to
purchase shares of Common Stock up 10 a maximum of 1,334,975 shares at 2 purchase price of $19.40 per share.
The persons who were eligible to participate in the Stock-for-Loan Exchange and to accept the RSPA Offer were

who held shares of Common Stock lssued pursuant to RSPA III (current or former employees and family
members of employees and former employees). The valuation of the shares at $19.40 was equal 1o the price last
paid in a private placement of shares of Class A Common Stock, which was conrummated ‘o November 1993.
Sec **Management's Discussion and Analysis of Financial Condition and Results of Operations-—Liquidity and
Capital Resources.” The two executive officers named sbove repaid the following loan smounts in shares of
Common Stock in the Stock-for-Loan Exchangs: Amos B, Hostetier, Jr. (§1,471,936) and Timothy P. Neher
ulmmumumﬂdmda—mmhwmuhmn
Offer: Amos B. Hosteter, Jr. (0) and Timothy P. Neher (29,800). For information regarding other executive
officers, see **Certain Transactions." In addition, the Hostetter Foundation, an entity controlled by M. Hostetter,
sold 29,600 shares of Class B Common Stock to Continental in Jatiuary 1994 for a purchase price of $19.40 per
share.
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Retirement Plans. The following wble sets forth, as computed in accordance with the basic benefit
formula employed for purposes of Continental's Retirement Plan (the **‘Continental Retirement Plan®') and its
Supplemental Executive Retirement Plan (“'SERP"), the estimated annual benefits payable vpon retirement to
employees to Continental in the following compensation and years-of-service classifications. Such benefits are
before offset in recognition of the employer contribution toward social security benefits.

Years of Service

u 10 15 20 15 30 or more
SIS0000: . .csivivibesunsainrbhpns $14250 521375 . 28500 35,625 42,750
$2000000. . ,ccovaessbunin 19,000 28,500 38,000 47,500 57,000
S300000; ;s .avsiaisiiinivssnnnnion 28,500 42,750 57,000 71,250 85,500
7 2 T R R e ot e 38,000 57,000 76,000 95,000 114,000
SH0DM. .. oonininesiivrnioossann 47,500 71,250 95,000 118,750 142,500
SE00000. .....ccoisunsssasnsnnnss 57,000 85,500 114,000 142,500 171,000
S700000::.sssncosessnnnisansnbss 66,500 99,750 133,000 166,250 199,500

Actual benefits are computed on the basis of (1) .95% of the employee’s average annual compensation less
37% of average annual compensation (limited to social security covered compensation) multiplied by (2) the
number of years of service (not to exceed thirty years). Average annual compensation is the aversge of a
participant's compensation for the five consecutive years in which compensation was the highest.

The SERP, effective in 1995, provides additional retirement benefits for any employee of Continental whose
accrued benefits under the Continental Retirement Plan are limited by the Internal Revenue Code’s (the **Code’’)
limit (currently $150,000) on compensation which may be taken into account under that plan or by the Code's
Section 415 limit on the size of retirement benefits which may be funded under the plan. The SERP is an
unfunded, non tax-qualified plan which is intended to create for each participant a benefit upon termination of
cmployment generally equal in value 1o the excess of what his accrued vested benefit in the Continental
Retirement Plan would have been without the $150,000 compensation limit and the Section 415 limit on benefits
which may be fundod, over the actual benefit under that plan. The benefit under the SERP /s payable upon
termination of employment, at the participant's election, in & lump sum or in ejual anoual fostallments (with
interest) over 2, 5 or 10 years. A participant may designate a beneficiary under the SERP to receive his benefit
should he die before its complete pay-out

Th~ covered compensation for each Named Executive Officer is based upon the amounts shown in the
“‘Salary" column of the Summary Compensation Table. For each Named Executive Officer, the curent
mwhwmﬂﬂmmm“mmmmutum

the aggregate compensation set forth in the Summary Compensation Table.

The Named Executive Officers have been credited with the following vears of service: Mr. Hostetter,
33 years; Mr. Schieyer, 18 years; Mr. DeLorme, 16 years; Mr. Cooper, 14 years and Ms. Hawthorne, 14 years.

Compensation of Directors

mm&uwwdmmmumwwﬁmmnm
annusl retainer of $16,000 and a fee of $3,500 for each meeting attended. Members of the Audit Commitiee
receive $1,000 for meetings held separately from Board meetings. In sddition, Directors who reside outside the
Greater Boston area are reimbursed for their travel expenses incurred in connection with sttendance st meetings
of the Continental Board of Directors or its Commitiees.




Item 12. SecmitymeﬂhipdCutﬂnWOmudw

The following table provides information as of March 15, 1996, with respect to the shares of Common Stock
msmammsmwmymwmmmwwhmmmuu
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Commission, and the information is not necessarily indicative of beneficial ownership for any other purpose.
ummmwmmmnnuuwwmmmumumum
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within 60 days of March 15, 1mwum¢»mmmummw
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or Series A Preferred Stock listed as owned by such person or entity.

Number of Bhares v
‘Hﬂudh of of Serles A o
Name 0-" n—-:ﬂ o-l’ %u A

Amos B, Hostetter, Jr.(3) .... 45205425 30.43% —_ -
Timothy P. Neher(4)........ 1,671,725 1.13 - —
William T. Schleyer ........ 766,200 : o ——
Roy F. Coppedge II(5) ..... 7,514,075 5.06 - —
Stepben Hamblett .......... 185,129 . - -—
Jonathan H. Kagan(6) ....... 28,571,450 16.13 1,142,858 100.00
Robert B, Ludck(?) cevcvvnse 229575 b —_ —_
Heory F. McCance(8) ....... 258,125 L — -
Trygve E. Myhrea.......... 36,390 » - -
Lester Pollack(6) ....ccaues- 28,571,450 16.13 1,142,858 100.00
Michasl J. RIifter ...ccvnuves 589,150 - - -_
Vincent J, Ryan{9) ......... 5,719,825 385 -_— —
Jeffrey T. Delomme......vvt 391,525 . g —
Ronald H. Cooper ....euvu- 209,275 . -— -
Nancy Hawthorne .......... 239325 . — —
Directors and Executive

Officers as a Group ¥

(15 petbons)6) .....cc... 91,587,194 51.70 1,142,858 101.00
H. Irving Grox sbeck(10). ... 10,033,000 6.75 - -
Boston Ventutres Company

Limited Partnership ITI

Boston Ventures Limited

Partnership M(11)..0v..ns 3,034,525 2.04 - -

Boston Ventures Limited

Partnership IMA(11) 799,825 . — o —

Boston Ventures Company

Limited Partnership IV

Boston Ventures Limited

Partoership IV(11) ....... 2,381,725 1.60 s o

Boston Ventures Limited

Partnership IVA(11) ... 1,298.000 s — —

Total as & group ... 7514075 5.06 — 100.00
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‘Nﬂ.dm of of Serfes A o
Name Owned Mﬁs Owned E.L".“_ beries o
LFCP Corp. and Corporate
Advisors, L.P.(12)
Corporate Partners,
LPAID) cocvevvconisa 18,223,825 10.93% 728,953 63.78%
Melion Bank, N.A. as Trustee
for First Plaza
Trust(12X13)sse-evscsessss 4,285,725 .80 171,429 15.00
The State Board of
Administration of
Florida(12) .oceensssansass 1,902,100 1.26 76,084 6.66
Vencap Holdings (1992) Pie
L3I2) ceccnrronaisesninn 1,785,700 119 71,428 625
Corporate Offshore Partners,
LPL12)..cconscnrnsssacis 1,302,675 » 52,107 4.56
ContCable Co-lavustors,
LPA12). csasncecansarsnss 1,071,425 =8, 42,857 375
Total as a group ... 28,571,450 16.13%(14) 1,142,858 100%

2)

&)

(4)

Less than 1% of class.

The Common Stock includes Class A Common Stock, which has one vote per share, and Ciass B Common
Stock, which has ten votes per share. As the number of shares of Class A Common Stock cumreatly
represents 26.18% of the Common Stock &ad approximately 2.74% of the voting power of the Common
Stock, the Class A Common Stock has ot been shown as a separate class of stock, but rather Common
Stock has been treated as one class. Every greater than 5% beneficial owner of Class B Common Stock
would be a greater than 5% beneficial owner of Class A Common Stock.

Under the rules of determining beneficisl ownership promulgated by the Commissios. each holder of
Series A Prefecred Stock is deemed to own currently that number of shares of Common Stock into which
the Series A Preferred Stock is convertible. Each share of the Series A Preferred Swock is presently
convertible into Common Stock on a 25-for-one basis. The table therefore shows the number of shares of
Series A Preferred Stock owned by each holder in the column for the Series A Preferred Stock and includes
qmumuumﬁwmmmmumammmu
cofivertible. - ;

M. Hostetter has shared voting snd investment power &s o 42,843,550 shares of Common Stock held by
the Amos B. Hosteter, Jr. 1989 Trust of which Messrs. Hostetter and Neber are the <~je trustees.
Mr. Hostetter has shared voting and investment power 85 to a further 446,400 shares of Common Stock; as

ﬂ)MM.I&.NHMWMHbIMMwﬁmm
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included in the table as being beneficially owned by Mr. Neber.
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(6)

(8)

®

(10)

)

(12)

All the shares listed in the table as beneficially owned by Mr. Coppedge are held by the four limited
parmerships described in footnote (11) below. Mr. Coppedge, a partner of each of the general partners of
the limited partnerships and a Director of Boston Ventures Management, Inc., which manages the
investments of the four limited parmerships, has shared voting and investment power as to these shares.
Mr. Coppedge is entitled to beneficial ownership of an indeterminate number of these shares and disclaims
beneficial ownership as to the balance. Mr. Coppedge’s address is /o Boston Ventures Managemeat, Inc.,
231 Custom House Street, Boston, Massachusetts 02110,
qmwhmmummmwmmmmmnwm
owned by Corporate Advisors. See footnote (12) below. Mr. Pollack may be deemed to have shared voting
and investment power over such shares as the Chairman and Treasurer and as a Director of LFCP Corp.,
and Mr. Kagan may be deemed to have shered voting and investment power over such shares as the
President of LFCP Corp. LFCP Corp. is the sole general parter of Corporate Advisors and a wholly
subsidiary of Lazard. Mr. Pollack and Mr. Kagan sre both Managing Directors of Lazard.
. Pollack’s and Mr. Kagan's address is ¢/o Corporate Advisors, LP., 30 Rockefeller Plaza, New York,
York 10020. Mr. Pollack and Mr, Kagan disclaim beneficial ownership of all such shares.

shares listed in the table as being beneficially owned by Mr. Luick include 73,800 shares owned by
. Luick's daughter and 37,500 shares with respect to which she acts as trustee of Mr. Luick's
grandchildren. Mr. Luick disclaims beneficial ownership of these shares.

The shares listed in the table as being beneficially owned by Mr. McCance include 225,000 shares held by
Greylock Limited partnership, of which Mr. McCance is a general partner. Mr. McCance has shared voting
and investment power as to these shares, is entitled to beneficial ownership of an indeterminate number of
these shares and disclaims beneficial ownership as to the balance. Of the remaining shares, Mr. McCance
disclaims beneficial ownership as to 12,500 shares with respect to which his wife acts as trustee for his
davghter and 12,500 shares held by his daughter.

Mr. Ryan holds 131,125 shares of Common Stock. The remaining shares of Common Stock listed in the
table as being beneficially owned by Mr. Ryan are held by Schooner Capital Corporation (and its
subsidiaries), over which Mr. Ryan has ghared voting and investment power as the Chairman and principal
All of these shares are subject to the Stock Liquidation Agreement pursuant to which Mr. Crousbeck must
sell such shares to Continental in either 1998 or 1999, See ‘‘Management’s Discussion and Analysis of
Financial Condition and Results of Operations—Liquidity and Capital Resources—1998-1999 Sharc
Repurchase Program.' Mr. Grousbeck’s address is Room 382, Graduate School of Businoss, Stanford
University, Stanford, California $4305.

These four limited parmerships may be deemed 1o be 2 *'group™ of persons acting together f ir the purpose
of b:quiring, holding, voting or disposia§ 6f shares of Common Stock. Boston Ventures Company Limited
Partoership III (*“BV Co. III**), as the sole general partner of each of Boston Ventures Limited Partnership
I and Boston Ventures Limited Partnership IIIA, is deemed 10 be the beneficial owner of the shares held
by such limited partnerships and to have shared voting and investment power with respect to such shares.
Boston Ventures Company Limited Partnership IV (“BV Co. IV""), as the sole general partner of each of
Boston Veavires Limited Partnership IV and Boston Ventures Limited Parmership IVA, is deemed w© be
the bepeficial owner of the shares held by such limited parterships and to have shared voting and
investment power with respect to such shares. BV Co, III disclaims beneficial ownership of the shares
beneficially owned by BV Co. I'V; and BV Co, IV disclaims beneficial ownership of the shares beneficially
owned by BV Co. IIL Mr. Coppedge may be deemed 1o beneficially own all such shares. See footnote (5).
These stockholders may be deemed to be & “‘group of persons actig together for the purpose of
acquiring, holding, voting or disposing of shares of Series A Preferred 5'ock. Corporate Advisors, as the
general parmer of Corporate Partners, LP. (*Corporate Partners””) and Corporate Offshore Partoers, L.P.
(**Corporste Offshore Partners’”), has sole voting and investment power as to the shares beld by them.
Corporate Advisors serves as investment manager - ver a certain investment management account for The
State Board of Administration of Florida (**SBA’") snd has sole voting and dispositive power with respect
to the shares of Series A Preferred Stock held by SBA. Pursuant to the Co-Investment Agreement dated as
of April 27, 1992 (the *‘Co-lnvestment Agreement'’) by and smong Corporste Advisars, Corporate
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Partners, Corporate Offshore Parmers, First Plaza Group Trust ("'FPGT""), Vencap Holdings (1992) Pre.
Lud. ("Vu:np") and ContCable Co-Investors, L.P. (ucutc'bhu)' Cumm Advisors has sole vou
and dispositive power with respect to the shares held by Vencap and ContCable. The address of Corporate
Advisors, Corporate Partners, Corporate Offshore Partners, FPGT, SBA, ContCable and Vencap is: c/o
Corporate Advisars, L.P., 30 Rockefeller Plaza, New York, New York 10020. See footmote (6) above.

(13) Melion Bank, N.A. acts as the trustec for FPGT, a trust uader and for the benefit of certain employee
benefit plans of General Motors Corporation and its subsidiaries. The shares listed in the table may be
deemed to be beneficially owned by General Motors Investment Masagement Corporation (**GMIMC'"),
a wholly owned subsidiary of General Motors Corporation. GMIMC's principal business is providing
investment advice and investmen: management services with respect to the assets of certain employes
benefit plans of General Motors Corporation and its subsidiaries and with respect to the assets of cenain
direct and indirect subsidiaries of General Motors Corporation and associated entities. GMIMC is serving
as FPGT's investment manager with respect 1o these shares and, in that capacity, it has the sole power
direct Mellon Bank, N.A. as 10 the voting and disposition of these shares. Because of its limited role as
trustee, Mellon Bank, N.A. disclsims beneficial ownership of these shares. Pursuant to the Co-Investment
Agreement, FPQT is obligated, subject to its fiduciary duties under the Employee Retirement Income
Security Act of 1974, as amended, (i) to transfer shares held by it oaly in a transaction in which the other
parties to the Co-investment Agreement participate 0o & pro rata basis and (ki) 10 exercise all voting and
other rights with respect to such shares in the same manner as is done by Corporate Advisors on behalf of
the Corporate Partners and Corporate Offshore Partners.

(14) The percentage ownership for the group assumes the conversion of shares of Series A Preferred Stock into
Common Stock by all members of the group. The percentage ownership for each individusl member of
the group assumes conversion by only that stockholder.

Item 13. Certain Relationships and Related Transactions.

Lester Pollack, a Director of Continental, is Semior Managing Director of Corporate Advisors and a2
Managing Director of Lazard. Jonathan H. Kagan, a Director of Contineatal, is Managing Director of Corporate
Advisors and a Managing Director of Lazand. Corporate Advisors is the sole general partoer of Corporate
Partners and Corporate Offshore Partners. A wholly owned subsidiary of Lazard is the sole general partner of
Corporate Advisors.

Lazard received foes and underwriting discounts from Continental in an aggregate amount o! $7.4 million
fuhmunMdeiuﬂmmd-ﬂwmﬁmmhm
mmn 1993,

mm:-mm»wummuwmmm
of the Providence Journal Merger, and, for such services, received a fee of $5.5 million. Continental also
reimbursed Lazard for its reasonable out-of-pocket expenses, including fees and expenses of legal counsel.

Lazard acted as a Placement Agent in the sale of the 8.30% Senior Notes, and, for such services received
underwriting discounts and commissions totalling approximately $3.5 million.

Lazard also acted as financial adviser 1o the Company in connection with the proposed Merger with U S
WEST and received a fee of $4,000,000 upon its ennouncement. Lazard will receve an additional fee upon the
consurnmation of the Merger.

For a discussion of Joans made 1o Executive Officers of Continents) in connection with Continental's
Restricted Stock Purchase Program, see footnote (1) to the Summary Compensation Table and **Compensation
Commitiee Interiocks and Insider Paticipation.'’ For a description of Coatinental's Stock-for-Loan Exchange
and the RSPA Offer to repurchase shares of Common Stock, snd information regarding certain Executive
Officers who are Directors participating therein, see *‘Compensation Commitiee Interiocks snd Insider

** The following Executive Officers who are not Directors of Continental perticipated in the Stock-
for-Loan Exchange in the following amounts: William T. Schieyer ($291,000), Jeffrey T. Delomme ($155,000),

m
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purchases pursuant to RSPA IIL

PART IV

Item 14. Exhibits, Financial Statements, Schedules and Reports on Form 8-K.
(l)(l)Fmﬁ:chJSm .
The following consolidated financial statements of the Company and the Independent Auditors’ Report relating
thereto are filed under Item 8 in Part II of this report:
Independent Auditors' Report
Consolidated Balance Sheets, December 31, 1994 and 1995 -
Statements of Consolidated Operations, Years Ended December 31, 1993, 1994 and 1995
Statements of Coasolidated Stockholders' Bquity (Deficiency), Years Ended December 31, 1993, 1994
and 1995
Statements of Consolidated Cash Flows, Years Ended December 31, 1993, 1994 and 1995
Notes to Consolidated Financial Statements

(a)(2) Financial Statement Schedules:

The following financial statement schedules of the Company and the Independent Auditors’ Repor relating
thereto are filed as part of this report:

Schedule [I—Valuation and Qualifying Accounts and Reserves
Schedule IV—Condensed Financial Information of Registrant
Financial Statement Schedules not included are omitied due to the lack of conditions under which they
are required.
(a)(3)  Exhibits filed as part of this report:
As listed in the Exhibit Index beginning on page 81 bereof.

() Reports on Form 8-K.
The Company filed a current report on Form 8-K under item 2 on October 18, 1995 peraining to the

cot summation of the transactions contemplated by the Amended and Restated Agreement and Plan of
Merger dated as of August 1, 1995 by and among Providence Journal Company, The Providence
Mm,mwmy.mwmwhw&mnﬂo
financial statements were filed as they were previously repored in the Joint Proxy Statement—
Prospectus dated August 31, 1995 included as part of the Registrant's Registration Statement
(Registration No., 33-57471).
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the

registrant has duly caused this report to be signed on lts behalf by the undersigned, thersunto duly
authorized.

CONTINENTAL CABLEVISION, INC.

/¢ Amos B. HosTETTER, JR.

Amos B. Hostetter, Jr.
Chalrmans of the Board

By:

Dated: March 27, 1996

Pursuant to the requirements of the Securities Exchange Ac* of 1934, this report has been signed
below by the iollowing persons on behalf of the registrant and in the capacities and on the dates indicated.

Signature T Dute
Is/ MB.MJL Director and Chairman of the March 27, 1996
Amos B. Hostetter, Jr, Board (principal executive
officer)
/s/ _To4oTHY P. NEHER Director and Vice Chairman March 27, 1996
Timothy P. Neher of the Board
/s Winiiam T. SCHLEVER President and Chief Mar:h 27, 1996
Williazm T. Schieyer Operating Officer
Uy NancyHawmmoRNE Chief Financial Officer and March 27, 1996
Mancy Hawiborss Senior Vice President
(principal financial officer)
/s/ RILHARD A. HOFFSTEIN Senior Vice President and March 27, 1996
Richard A Hoffsteln Controller (principal -
accounting officer)
Director March 27, 1996
Michaal J. Rittar
Director March 27, 1996
Roy F. Coppedge Il




Jonathan H. Kagaz

Robert B Lulck

/s/ Henwry F. McCANCE

Heary F. McCance

/s/ LESTER POLLACK

Lester Pollack

/s/  VINCENT ). RYAN

Vincent J. Rymn

/s) StEPHEN HAMBLETT

Stepben Hambiett

/s/ _TwyGVE E. MYHREN

Trygve E Myhren

Director

Director

I

March 27, 1996

March 27, 1996

March 27, 1996

March 27, 1996

March 27, 1996

March 27, 1996

March 27, 1996




INDEX TO EXHIBITS

Listed below are the exhibits which are filed as part of this repont (according to the number assigned 10 them
in Item 601 of Regulation S-K). Each exhibit marked' is incorporated by reference to the Company’s Registration
Statement No. 33-46510 (as amended), declared effective by the Securities and Exchange Commission on June 15,
1992, each exhibit marked by? is incorporated by reference to the Company's Registration Statement No. 33-59806,
declared effective by the Securities and Exchange Commission on May 27, 1993, each exhibit marked by’ is
incorporated by reference to the Company's Registration Statement No. 33-65798, declared effective by the
Securities and Exchange Commission on August 6, 1993, each exhibit marked by* is incorporated by reference to
the Company's Registration Statement No, 33-57471, declared effective by the Commission on August 31, 1995
and each exhibi: marked by is incorporated by reference to the Company's Registration Statement No, 33-63529
filed with the Commission on October 19, 1995. Exhibit numbers in parentheses refer to the exhibit numbers in
Registration Statements. Each exhibit marked by a pound sign (¥) is a management contract or compeasatory plan.

Exhibit No. - Lo
2.1 Agreement and Plan of Merger dated as of November 18, 1994, by and among the
Company, Providence Joumal Company, The Providence Journal Company, King
Holding Corp. and King Broadcasting Company, as amended and restated as of August 1,
. 19954 20)
2.2 Agreement and Plan of Merger between US WEST, Inc. and Continental Cablevision,
Inc. dated as of February 27, 1996 . . . Filed herewith as Exhibit 2.2,

3.1 Restated Certificate of Incorporation of the Company . . . Filed herewith as Exhibit 3.1.

31A Certificate of Designation of the Company relating to the Series A Preferred Stock.¢
(3.14)
3.1B Form of Amendment to Company's Restated Certificate of Incorporation pertaining to

merger consideration included as Exhibit A to the Merger Agreement filed as Exhibit
22

32 By-Laws of the Company . . . Filed herewith as Exhibit 3.2,

4.1 Indenture dated as of June 22, 1992 between the Company and Morgan Guaranty Tiust
Company of New York as Trusiee, pertaining to the Company's 10%% Senior
Subordinated Notes due 2002.! (4.1)

42 , Indenture, dated as of June 22, 1992 between the Company and Morgan Guaranty Trust
*  Company of New York as Trustee, pertaining to the Company's 11% Senior
Subordinated Debentures due 2007.! (4.2)

4.3 Amended and Restated Note Agreement dated as of October 17, 1994 by and among
the Company and cermin of its direct and indirect Subsidisries as Guarantors and The
Prudential Insurance Company of America* (4.5)

4.4 Indenture dated as of June 1, 1993 between the Company and The First National Bank
of Chicago, as Trustee, pertaining to the Company's 8% % Senior Motes due 2003.2
(4.10)

4.5 Indenture dated as of June 1, 1993 between the Company and The First National Bank
of Chicago, as Trustee, pertaining to the Company’s 9% Senior Debentures due 2008.3
(4.11)

4.6 Indenture dated as of August 1, 1993 between the Company and the Bank of New York,
s Trustee, pertaining to the Company’s 814% Senior Debentures due 20052 (4.11)

47 Indenture dated as of August 1, 1993 between the Company and the Bank of New York,
as Trustee, pertaining to the Company's 9¥2% Senior Debentures due 2013.7 (4.12)
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4.8

10.1

102

103
10.4

105

10.6

10.7

10.€

109

10.10

10.11

Indenture dated as of August 1, 1993 between the Company and the Bank of New York,
as Trustee, pertaining to the Company's 8%2% Senior Notes due 2001.% (4.13)

Indenture dated December 13, 1995 between the Company and the Bank of Montreal,
as Trustee, pertaining to the Company's ®.30% Senior Notes due 2006....Filed
herewith as Exhibit 4.9.

Stock Liquidation Agreement dated as of March 6, 1989, as amended as of September 28,
1990, replacing and restating the Stock Acquisition Agrpement made as of December 19,
1988 by and among the Company, H. Irving Grousbeck, MD Co., Burr, Egan, Deleage &
Co., Roderick A. MacLeod and Amos B. Hostenter, Jr.! (10.2)

Second Amendment to Stock Liquidation Agreement dated as of July 7, 1992 by and
muompm.mn.nm.mn.mmm&,nmm
Deleage & Co. and Roderick A. MacLeod.? (10.2) ;

Form of Restricted Stock Purchase Agreement.! (10.3)

Stock Purchase Agreement dated April 27, 1992 among the Company, Corporate
Partoers, L.P., Corporate Offshore Parmers, L.P., The State Board of Administration of
Florida, Chemical Equity Associates, Mellon Bank, N.A. as Trustee for First Plaza
Group Trust, Vencap Holdings (1992) Pie Lid and Corporate Advisors, L.P.! (10.4)

Registration Rights Agreement dated June 22, 1992 among the Company, Corporate
Partners, LP., Corporate Offshore Partners, LP., The State Board of Administration of
Florida, Chemical Equity Associates, Mellon Bank, N.A. as Trustee for Firs: Plaza
Group Trust, Vencap Holdings (1992) Pte Ltd and Corporate Advisors, L.P.! (10.5)

Amendment to Registration Rights Agreement dated July 15, 1992 among the Company
mmmu.uwdmmu.mmm
Partners, LP., The State Board of Administration of Florida, ContCable Co-lnvestors,
L.P., Mellon Bank, N.A., as Trustee for First Plaza Group Trust, and Vencap Holdings
(1992) PTE L. (10.6)

Stock Purchase Agreement dated July 15, 1992, as amended on November 17, 1992,
among the Company, Boston Ventures Limited Partnership [11, Boston Venwres Limited
Parmership IIA, Boston Ventures Limited Partnership IV and Boston Ventures Limited
Parmership IVA2 (10.7)  ~w-

Stock Purchase Agreement dated July 15, 1992 among the Company, Thomas H. Lee
Equity Partners, LP., THL-CCI Investors Limited Partership, Providence Media
Partners LP.. Alta V Limited Partnership, Customs House Parmers and Ontario
Teachers® Pension Plan Board.? (10.8)

Registration Rights Agreement dated July 15, 1992 among the Company, Boston
vwmmmm.nmvwwwmm
Ventures Limited Partnership IV, Boston Venmres Limited Partnership ['VA, Thomas H.
mmmuummwmwm

Teachers' Pension Plan Board.? (10.9)

Liguidation Rights Agreement dated as of July 7, 1992 by and between the Company
and MD Co. (10.10)

Stock Purchase Agreement dated as of December 17, 1992 by and smong Teleport
Communications Group Inc., Comcast Corporation, Comcast Teleport, Inc., the
Company and Continental Telepart, Inc.? (10.11)




10.12 Optus Vision Joint Venture-Optus Vision Shareholders Agreement dated May 19, 1995
bymmcwmhimdmmqmc@mmmhy
MMNWWM.T&;MWMWV&MWM
Optus Networks Pty Limited and Optus Administration Pty Limited.* (10.12)

10.13 Management Incentive Plan.#* (10.13)

10.14 mehdudwl.lmwndmmm
LP., Columbia Cable of Michigan, Inc., and Continental Cablevision of Manchester,

< IncA(10.14)
10.15 Supplemental Execusive Retirement Plan.# (10.15)
10.16 Registration Rights Agreement with The Providence Journal Company. (10.16)
10.17 Form of Restricted Stock Purchase Agreements for 1995.44 (10.17)

10.18 mmwummmmulmwwm
Columbia Associates, LP., Columbis Cable of Michigan, Inc., and Continental
Cablevision of Manchester, Inc.* (10.19)

10.18A wm»mmwmmmlm.ww
among Cosumbia Associates, L.P., Columbia Cable of Michigan, Inc. and Continental
Cablevision of Manchester.’ (10.19A)

10.19 mwummmwwmwmw&m
Inc. and Cablevision of Chicago.* (10.20)

10.20 Purchase Agreement dated March 29, 1995 between N-COM Limited Partnership II and
Continental Cablevision Investments, Inc.¢ (10.21)

1021 mmwmwwudmummu
cmdmuhmmmmmummmm

1021A Amendment Number 1 dated as of September 29, 1995 10 the Amended and Restated
Credit Agreement dated as of October 1, 1994 among the Company and certain of its
mmmm:wmmmmlnndm
for itself and as Administrative and Managing Agent, and cerain financial institutions
named therein. . . . Filed herewith as Exhibit 10.21A

1

1022 ! Credit Agreement dated as of July 1%, 1995 among PJC Financing Corporation, Colony

muwmmmmumWMnm
Ageat and managing Agent, The First National Bank of Boston for itself and as
MﬂMWNMMdMYmth&M
and Managing Ageot and certain financial instimtions named therein ¢

1023 Mummuwnlmmmm
cmumdnmmmmmmmw
mamummmmmsclm;

10.24 wmwmmu,lmmmm.m
mtmmmmmtmm...mumn
Exhibit 10.24.

1025 Asset Exchange Agreement dated December 20, 1995 by and between Continental
Cabievision of St. Louis County, Inc. and TCI Cable Partners of St. Louis, L. . . . Filed
berewith as Exhibit 10.25.




1026

10.27

10.28

111
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27

Forms of Restricted Stock Purchase Agreements for 1996 and amendmeats to Restricted
Stock Purchase Agreements and related agreementsd...Filed herewith as Exhibit
10,26,

Purchase Agreement dated as of March 15, 1996 among Meredith/New Heritage
Partmership and New Heritage Associates and the Company....Filed herewith as
Exhibit 10.27.

Stockholders /.greement dated as of February 27, 1995 among Amos B. Hostetter, Jr.,

" the Amos B. Hostetter, Jr. 1989 Trust, Timothy P. Neher, Corporate Advisors, L.P. and

certain stockholders of the Company named therein and U § WEST. .. Filed herewith
as Exhibit 10.28,

Schedule of computation of eamings per share. . . . Filed herewith as Exhibit 11.1.
Subsidiaries uf u.c Company. . . . Filed herewith as Exhibit 21.
Financial Data Schedules. . . . Filed herewith as Exhibit 27.
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SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-K

4 ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934

for the fiscal year ended December 31, 1995
OR
a TRANSACTION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934
for the transition period from to
Commission File No. 1-8611

U S WEST, Inc.

A Delaware Corporation LR.S. Employer Identification
No. 84-0926774

7800 East Orchard Road, Englewood, Colorado 80111
Telephone Number (303) 793-6500

Socuriﬁ-m'dmmmﬂwﬂm 12(b) of the Act:

Name of each eschange on
Tithe of ench class which registered
U § WEST Communications Group Common Stock New York Stock
i$0.01 per share, par value) Pacific Stock Exchange
U S WEST Media Group Common Stock New York Stock Exchange
($0.01 per share, par value) . Pacific Stock Exchange
Liquid Yield Option Notes, due 2011 New York Stock Exchange
(convertible to common stock under certain circumstances) )
Trust Originated Preferred Securities (“TOPrS™) [Service Mark] New York Stock Exchange
Securities registered pursuant to Section 12(g) of the Act:

None

At January 31, 1996, 474,269,030 shares of U 8§ WEST Communications Griup common stock
and 472,654,874 shares of U S WEST Media Group common stock were outstanding.

At January 31, 1996, the aggregate market value of the U S WEST Communications Group voting
stock held by non-affilistes was approximately $16,439,488,720, and the aggregate market value of
the U S WEST Media Group voting stock held by non-affiliates was approximately $9,917,108,166.

mwummmmmmnﬂ-ﬂmmnhmw
Section 13 or 15(d) of the Securities Exchange Act of 1934 during the preceding 12 months (or for such
shorter perio that the Registrant was required to file such reports), and (2) has been subject to such filing
requirements for the past 90 days. Yes X No ____

DOCUMENTS INCORPORATED BY REFERENCE.

Portions of the Registrant's 1995 Annual Report to Shareowners are incorporated by reference
into Parts I, II and IV,

Portions of the Registrant's definitive Proxy Statement dated March 16, 1995, to be issued in
connection with the 1896 Annual Meeting of Shareowners are incorporated by reference into Parts 11
and III.

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is
not contained herein, and will not be contained, to the best of Registrant’s knowledge, in definitive
proxy or information statements incorporated by reference in Part III of this Form 10-K or any
amendment to this Form 10-K (&
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PART |
ITEM 1. Business

General

U S WEST, Inc. (“U S WEST" or the “Company”) is incorporated under the laws of the State of
Mmaﬁhihpﬁnﬁpﬂmﬁnuﬁmﬁ?&ﬂﬂhwmwm
80111, telephone number (303) 793-6500. USWEST is a diversified global company,
and conducts its operations through U 8§ WEST Communieations Group (“Communications Group™)
and U S WEST Media Group (‘‘Media Group"). (Financial information concerning U S WEST"s
omﬁnmhmfaﬂhh&a&mﬂ#ﬁﬁnaudﬂ&hhmﬂllndﬂ“m.ﬁhhbwm
meB-ﬁﬁ.}USWESdeiumhddhﬂnthl.M?tmphnunwm. 1995,

Communications Group. The major component of the Communications Group is U 8§ WEST
Communications, Inc. (“U 8 WEST Communications”), which provides telecommunications services
to more than 25 million residential and business customers in the states of Arizona, Colorado, Idaho,
[owa, Minnesota, Montana, Nahuh.d?:w Mexico, North Dakota, Oregon, lSJosul.h Dakota, Utah,
Washington and Wyoming (collectively, “Communications Group Region"). U S WEST Communi-
miommappmﬁumaomdmcmmunhﬁomﬁmpmﬁoﬂmﬂmm
approximately 40 percent of its geographic area.

Media Group. The Media Group is comprised of: (i) cable and telecommunications network
businesses outside of the Communications Group Region and internationally, (i) domestic and inter-
national wireless communications network businesses and (iii) domestic and international directory
and information services businesses, including telephone directories.

Recent Developments

Agreement to Acquire Continental Cablevision, Inc. On February 27, 1996, U § WEST an-
nounced a definitive agreement under which Continental Cablevision, Inc. (“Continental”) will be
merged with and into the Company. Conﬂmnul,ﬂuuﬁnn'lthh'd-h:pd:ubhm.m
4.2 million U.S, customers, passes more than seven million U.S. households and owns significant other
domestic and international assets. The Company will purchase all of Continental's stock for approxi-
mately $5.3 billion, and will assume Continental’s debt and other obligations, ‘which amoun: to
approximately $5.5 billion. Consideration of the $5.3 billion in equity will consist of approximately
$1 billion in U S WEST preferred stock, convertible to Media Stock; $2.8 billion to $3.3 billion in
shares of Media Stock; and, at U S WEST’s option, between $1 billion and $1.5 billion in cish. The
tnmuhmwhkhhwmdmmmnfwﬂhqumhmbjuﬁmnnmdmﬂm
Mdudhgm:mmmwm“muof&nﬂmtd'smm&hnmhm
assurance that these conditions will be satisfied.

Recapitalization Plan. %WSI.IM,MMMM&USMM:M
corporation (“U S WEST Colorado™) voted to approve a proposal (the “Recapitalization Plan")
mwwmamemthmmdmmdm
dmmnnﬂ@mwmmmmmrmoﬂhmmﬂmd

Group
Stock (“Communications Stock’), and the other class is authorized as U S WEST Media Group
Common Stock (“Media Stock"). Effective November 1, 1985, each share of common stock of
USwmmhn&mnwmwMMnf&mw&o&mduHMdmm




The Communications Stock and Mediu Stock are designed to provide shareholders with separate
securities that are intended to reflect s-purately the communications businesses of U S WEST
Communications and certain other suhsidiuries of the Communications Group, and the multimedia
businesses of the Media Group.

The Communications Group is comprised of U S WEST Communications, U S WEST Communi-
cations Services, Inc., U 8 WEST Federal Scrvices, Inc., U 8 WEST Advanced Technologies, Inc. and
U S WEST Business Resources, Inc. U S WEST Communications comprised approximately 97 percent
of the revenues and 98 percent of the asscts of the Communications Group in 1995.

The Media Group is comprised of U § WEST Marketing Resources Group, Inc., a publisher of
White and Yellow Pages telephone diectories and other information services including database
marketing and other interactive services, |/ S WEST NewVector Group, Inc., which provides commu-
nications and information products and wervices over wireless networks, U 8§ WEST Multimedia
Communications, Inc., which owns domustic cable television operations and investments, and
usmwmm.wuwmmmmwmw
telecommunications, wireless communications and directory publishing operations.

Dividends paid to the holders of Communications Stock are currently $0.535 per share per
m.mmmmmumummmhmnmmummnr
Directors of U S WEST, based primarily upon the financial condition, results of operations and
business requirements of the Communications Group and the Company as a whole. With regard to the
M%Sw&mm&m&usmmmwmﬂtﬂlmntdnfl.lmnnminp.ihn,y.
fnrmmd&-mcmﬁsbuimumddu not anticipate paying dividends on the
Media Stock in the foreseeable future.

Telecommunications Act of 1996. On February 1, 1996, the House of Representatives and the
Senate approved a final bill that is intended to promote competition between local telephone compe-
nju.hqmmmubkummnmouﬂmw“dmdinhhvml"-hnunrﬁ.
IMMWMMMLMMhmuPﬁI“BﬂSM"E 1984, Major
pmﬂmnfhhﬁﬂmmmpﬂmdmmmmm.
The Act allows mwmm.hummwu&mmm
enter each other’s lines of business. To participate in the interLATA long-distance business within
their regions, the Regional Bell Operating Companies must first open their local networks tu facilities-
Mdmwﬁthnwm;dmiﬁlmdmmhduﬂ:;mm.ndnm
Mmmmmmﬁmmmwmdm-w“
T'hnmummnhmmmﬂpbﬂmubhmmwmh, permit-
ting the Regional Bell Operating Companies to enter into the cable business within their respective
uwmurruwh,hutmmmmdnwnw:bmotm“hhmm
except in rural communities. The legislation reaffirms the concept of universal service and directs the
mwmmmmmwwmmm
The Federal Communications Commission and state regulators have been given the responsibility to
interpret and oversee the implementation of this legislation.

Communications Group
Operations. The principal types of teleccommunications services offered by the Communications
Group are (i) local servics, (i) exchange access service (which connects customers to the facilities of

December 31, 1m,wm,mmmmmummmmm
service accounted for 46%, 33% and 13%, respectively, of the sales and other revenues of the Commu-
nications Group. At December 31, 1995, U S WEST Communications had approximately 14,847,000
telephone network access lines in service, a 3 6F increase over year end 1994. Excluding the effect of
mmofmmu,mmmmmmuudmmﬁ.mmm‘m
over year end 1994. In 1995, revenues from a single customer, AT&T, accounted for approximately




ll%ofmmmm“wdmmumm.mdﬂo!muhmm
mnmﬂUBmmWGmwmmnlmﬂmwmm
for research and development costs in 1995, 1094 and 1993, respectively.

Regulation. Usmwmummmmormwm
mmmmm“mﬂmm“muﬂm.UBMhm
mmmmhmammmmummmm(mmmm
mmmmmﬁmmwwl and other matters.




U § WEST Communications is currently working with state regulators to gain approval of
initiatives, including efforts to rebalance prices, advance competitive parity and implement simplified
forms of price and service quality regulation. State and local regulatory authorities may also regulate
certain terms and conditions of the offering of wireless services, such as the siting and construction of
transmitter towers, antennas and equipment shelters and zoning and building permit approvals. See
“Competitive and Regulatory Environment" under Management's Discussion and Analysis of Finan-
cial Condition and Results of Operations on p. B-22.

Competition. The Communications Group faces competition in the local exchange business,
exchange access and intralLATA long-distance markets. primarily from competitive access providers
(*CAPS") and interexchange carriers. CAPs compete with the Communications Group by providing
large business customers with high-capacity network services that connect to interexchange carrier
facilities or other business locations within a serving LATA. Interexchange carriers compete with the
Communications Group by providing intralLATA long-distance services. Such competition is eroding
U S WEST Communications’ market share of intraLATA long-distance services, including Wide Area
Telephone Service and *'800" services. Interexchange carriers are competing in this area by offering
lower prices and packaging these services on an intralLATA and interLATA basis.

Technological advancements and regulatory changes =il increase competition in the future.
Current competitors, including CAPs and interexchange carriers, are positioning themselves to offer
local exchange services. New competitors that are affiliates of cable television companies and power
companies also are expected to play a greater role in offering local exchange services. In addition to
local exchange services, competitors are expected to offer services that will compete with those
U S WEST Communications plans to offer, including video programming and interactive multimedia
services, Services offered by cellular and PCS operators also will compete with existing and future
services of U S WEST Communications, including future wireless services. AT&T s entrance into the
wireless communications business through its acquisition of McCaw Cellular Communications, Inc.
may create increased competition in local exchange as well as wireless services. The loss of local
exchange customers to competitors would affect multiple revenue streams of U 8 WEST
Communications.

The adoption of the Telecommunications Act of 1996 will have an impact on the competition faced
by the Communications Group. See ‘‘Recent Developments — Telecommunications Act of 1996," and
*Competitive and Regulatory Environment’’ under Management's Discussion and Analysis of Finan-
cial Condition and Results of Operations on p. B-22.

Media Group

Operations. The Media Group is comprised of (i) cable and telecommunications network busi-
liesses outside of the Communications Group Region and internationally, (ii) domestic and interna-
uMWWMWM(&HMMWMqM
information services businesses. For the year ended December 31, 1995, domestic and international
directory and information services businesses accounted for 10% of the sales and other revenues of
U S WEST. The Media Group expensed $3 million, $6 million and $5 million for research and
development costs in 1985, 1994 and 1993, respectively.

Cable and Telecommunications. The Media Group's domestic cable and telecommunications
operations are corducted through U 8§ WEST Multimedia Communications, Inc. (*'U 8 WEST Mul-
timedia") and consist of domestic cable properties and investments outside of the Communications
Group Region, including U 8 WEST Multimedia's ownership of cable systems in the Atlanta, Georgia
metropolitan area (the *'Atlanta Systems'’) and its investment iu Time Warner Entertainment Com-
pany L.P (“TWE" or “Time-Warner Entertainment"), the second largest provide: of cable television
services in the United States.

On February 27, 1996, U S WEST announced a definitive agreement to merge with Continental
Cablevision, Inc. for a combination of cash, U S WEST preferred stock (convertible to Media Stock)



and shares of Media Stock valued at $5.3 billion. The transaction also involves an assumption of debt

and other obligations amounting to approximately $5.5 billion. See "Recent Developments — Agree-
ment to Acquire Continental Cablevision, Inc.”

The Media Group's international cable and telecommunications operations are conducted
through U S WEST International Holdings, Inc. (“U § WEST International'’) and include invest-
ments in cable and telecommunications that focus on serving mass market business and residential
customers in key geographic markets. To decrease investment risk and gain access to technical skills
and capabilities, U S WEST International's strategy has been to make these investments with other
major cable television companies, including Time Warner Inc. and Tele-Communications, Inc. In
certain circumstances, foreign laws require the participation of local partners in these ventures,

U § WEST International, through subsidiaries, owns a 26,8 percent interest in TeleWest plc
(“TeleWest''), the largest provider of combined cable television and residential and business telecom-
munications services in the United Kingdom. In 1995, TeleWest Communicstions plc merged its cable
television and telephony interests with SBC CableComms (UK) to form TeleWest. An affiliate of Tele-
Communications, Inc., (“TCI International) also owns a 26.8 percent interest in TeleWest, with the
remaining interests held by the public.

Wireless Communications. U S WEST NewVector Group, Inc. (“NewVector™) provides cellular
services to customers over wireless networks in 26 metropolitan service areas and 28 rural service
areas located primarily in the Communications Group Region. NewVector's cellular services provide
customers with high-quality and readily available two-way communications services that intercon-
nect with local and long-distance telephone networks. As of December 31, 1995, NawVector had
approximately 1,463,000 cellular customers, a 51 percent increase from December 31, 1994,

In 1984, the Company entered into a definitive agreement with AirTouch Communications to
combine their domestic cellular assets. AirTouch's initial equity ownership of the joint venture will be
approximately 70 percent and the Media Group's will be approximately 30 percent. The combination
will take place in two phases. During Phase I, which U § WEST entered effective November 1, 1995,
the two companieo are operating their cellular properties separately. A Wireless Management Com-
pany (“WMC") has been formed and is providing centralized services to both compani is on a contract
basis. In Phase II, AirTouch and U S WEST will contribute their domestic cellular assets to the WMC.
mmmdmwuuﬁauMetmmmwmm
ers to completion of Phase II of the business combination, and the Company expects that Phase II
closing could take place by the end of 1996 or in early 1987.

U S WEST has entered into a venture with AirTouch Communications, Bell Atlantic and NYNEX

venture, known as PCS PrimeCo, acquired rights to nmm:mmmmcmmnh
tions Commissio's auction of PCS radio spectrum. The 11 licenses cover 57 million people in Chicago,
Dallas, Honolulu, Houston, Jacksonville, Miami, Milwaukee, New Orleans, Richmond, San Antonio
and Tampa.

U S WEST International owns interests in wireless communications: systems or investments in
several countries, including the United Kingdom, Malaysia, Russia, Hungary, the Czech Republic, the
Slovak Republic and Japan.

U 8 WEST International, through subsidiaries, owns 50 percent of Mercury One 2 One, a 50-50
joint venture between subsidiaries of U S WEST International and Cable & Wireless ple. Mercury
One 2 One operates a PC8S system in the United Kingdom. Mercury One 2 One’s PCS i= a digital
cellular communications service designed to offer consumers higher quality service, increased privacy
and more features at lower prices than existing cellular communications systems. To meet growing
customer demand, Mercury One 2 One has expanded its coverage to reach 30 percent of the United
Kingdom's population. .




Directory and Information Services. The Media Group, through Marketing Resources, provides
directory publishing as well as database marketing and interactive services, Resources
publishes, prints and sells advertising in more than 300 White and Yeilow Pages directories in the
Communications Group Region. Marketing Resources’ growth strategy is to increase its advertiser
base through expanded marketing efforts, the expansion of core products, such as new targeted
directories for specific neighborhoods or industries and development of new directory features, and
the development and packaging of new information products, such as local audiotext services. Market-
ian:Rmurmin‘lnlbwm pages directory advertising business had revenue growth of approximately
.4 percent :

Marketing Resources also provides database marketing services that enable businesses to seg-
ment and target customers and is developing the capability to provide one-to-one marketing over
interactive networks. In the future Marketing Resources plans to develop, package, market and
distribute integrated, interactive communications, entertainment, information and transaction ser-
vices over networks operated by the Media Group and others, including the networks of the Communi-
cations Group in the Communications Group Region.

U S WEST International owns 100 percent of Thomson Directories, which it acquired in 1994.
Thomson Directories annually publishes 156 directories in the United Kingdom, reaching 46 million
people, or 80 percent of all households, in the United Kingdom. U S WEST International owns a
50 percent interest in Listel, Brazil's largest telephone directory publisher, which it acquired in 1994.
U S WEST International also owns 100 percent of Polska, which publishes 32 directories in Poland
with a combined circulation of approximately 1.7 millio