DIGITAL INFRASTRUCTURE AND
VIDEGICOMPETITION ACT OF 2006
| (DIV.CA):

Demystiiying the “New Rules™
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N \VWRER GEES the ifranchis
OPENALOIT EXPINE?

| B Has Ao \Verizon started tor construct or offer
. Vildeo servicennyour community?

operator 2 PEGI provisions?
PEG Chiannels
2 PEG EFunding

m Other community services such as Institutional
Network
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iedinenaliRelaensnip between Cable
EompERIes ¢ Cocal Govermment

Eecalienexcliusivesiranchise (contract) agreement
Eranehiseswerertypically 10-15 years long

PrimanyAawietiding therelationship and authority: of
the @yavastederallaw

Since canlercompanies use the public rights-of-way,
City hias the gt te negoetiate for and receive certain
communIty: BEnelits, such as:

5% Eranchise Eee (on video senrvices only)

Local community channels (PEG access) and
fimanciall support for those channels
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New:Rulesa DIV.CA (AB 2987)

PESSedy CATState legisiature i August 2006
(Eliiecuvedate: Januarn: 2007)

Empowers, Ealifermiia Puklic Utlities Commission as
thelranensing authoerity fer state franchises

New entirants must get a state firanchise

IRCUmBENnTS have eption to get a state or a local
firanchise

Dees not empower PUC te enforce all aspects of
DIVCA (PUC’s rele s ministerial withi regard to many

of the DIVCA oebligations)
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StaterElanchise
Application Precess

Pl @eganaccepting appilications on Aprili 1, 2007
emrENtIEs; that did net have a lecal franchise

VinimalNpiermanen reduired i application
DESEHpLion el Videe service area and footprint”

JAdeguaterassurance” off financial, legal and
technical gualrfications

PUC must netiiy/applicant as to completeness within
30 days

PUC must Issue state franchise within 14 calendar
days of complete application
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StaterElanchise
Application Precess

StaleNEeguires ahenadiien state franchise holders
($100,000N6r evenrny 20,000 sulbscribers, with a cap of
<11510)0)10)0)0)

[CecalfgoVermmenican alsol reguire honds or LOC,
dependmerupon local PROW permititing processes

State franchises; for certain areas; of the state have
peen Issued tor A& T, VVerizon, Cox, Wave Broadband
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Stalte Eranchise Basics

HON/EaiFtErin
StateNianchiserenewalts minrsterial

State franchise holder can terminate Its franchise at
1S diSCrelen: transiers are almost automatic as
comparediteriecal government transfer process

Statefiranchiise helder must pay: franchise fees to
local gevermment

PEG obligatiens are either parallel te what Is in
Incumbent franchise or spelled eut and easily.
“triggered” (more later)
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State Eranchise Holder
BUNdE@UT Reguirements

Nerdiscliiminaen hased Upon Income

CeWinCeme construction milesteones
S ealsi 250 Withraeceess must e “ lew income”
SV ears: SOYowWith access must he “ lew Income”

ElP censtruction: 25% il 2 years, 40% in 5 years
Not EIRrP: 85% 11 3 years, 50% In 5 years

5 year reqguirement - telled™ until 30% penetration for
6 consecutive months (almost automatic extensions)

Enfoerced by PUC
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Eenstruction by
StaterEranchise Holder

VibSiEcempIV WItarme; place & manner regulations

ViIUST payfappilicable encroachment, permit and
INSPECIGIITEES

Local geVermment must appreve or deny permits
Within: 60 daysy off “cempleted application”

EFallure terappreve: or deny within 60 days will not
result mravtematic approval

“Completed application™ means It complies with all
statutory reguirements, including CEQA
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StaterEranchise IHolders
CUStemeErRrSeice Reguirements

Shialifcomply, WithrGoev. Code Sections 53055,
53055.1, 53055.2 and 53088.2

ShialifcompliyAWith Videe) service standards
“estanlisnedieyiiederaltlaw”

City: shall™“enferce® but may not adopt or enforce any
“addienal e different™ custemer service or
pPerfermance standards

Penalties may be enferced

Progressive penalties stanting at $500 per day (Y of
penalties go to State Digital Divide Account)
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EranchiSerEees ior Holders of
State Eranchises

SY0NeIRgIESS revenues frem Video services (or less if
Ciuy chiargesyncuimbent cable eperator less than 5%)

P rateraliocatonr o “hundied discounts”

City: may conduct annualraudits

State iiranchise holder pays ceosts of audit If
Underpayment exceeds 5% off ameunt due

Statute of limitations: 3'years + 45 days




EanRchiISer-Abrogation”

CEnENopEralormay termnaie existing local franchise
aidreRtamraisiate iranchise:

UpemiecalNifanchise expiration
On adaemutually agreed tor with the City.

Upoen “netiication® of Intent of state franchisee to
initiaterservice i all or parit off the jurisdiction

State firanchise for an Incumbent cable operater cannot
take effiect until January: 2, 2008

City may extend a lecal framchise through January 2,
2008 Ifi It has expired or will expire before that date
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IMpECIS eiFARregation

Eanleroperator CANNGIF abregate Its community.
Serviceronliganons ier PEG, I-Net, Emergency.
Alert Seiviicery and dreps/senvice to public
puldings: inese ebligatiens will continue until
“nattralSiranchise expiration date or January 1,
2009 Whichever Is llater)

Cable operater CANNOT abrogate Its ebligation
1o pay a firanchise fee to the City




PEG @hannels

CommunRrmesithiarcuiently: have three or more PEG
chianelsimay keepralifoii tiiem, as leng as they are
pPregramIMmeE 56 NouIS Per Week

iHeldereifarstate iiranchise shall designate enough
capaciy onstnetwerkto provide the same number
ol PEG chianiels asiare activated by the imcumbent

Anadditional channel(s) may: be activated, If
Specified usage!llevels: are met




PEG @hannels

AlINPEGIchannelsimust be placed on the lowest cost
EREIFSEVICE, Iocatedron the same channel numbers
e alifsystems) and greuped tegether

PEGIcHaNMEIS cannot e moved without City
approvalunlessi reguired by fiederall law.

PEG channellcentent 1s the respoensibility of the City
Or IS designated access management entity.
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PIEENEChHaRNEIS Speciiications

PEGRIegRmMmMING must Be transmitted In a manner
talSs sianeardin the nnduistny

Statefiranese helder s responsible for any changes
(Andiasseciated costs) necessary te make PEG
transmissieons compatiple with the technolegy: or
pretecel utilrzed by the holder

PEG access capacity provided shall be of equal
guality:and functionality te that offiered By,
commercial channels on the lewest cost tier of
service (Unless signal previded to holder is of lower

guality)
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PIEENEChHaRNEIS Speciiications

Each PEG chiannel onra siate flfanchise holder’s
Systemrsalifnecapanle ol transmitting an NTSC

Siignal

PEG Signalis musine receivanle by all subscribers
WitheUG thheseedl for any eguipment other than that
necded o receive lewest cost tier ofi service

A state firanchiise helder may carry PEG transmission
outside of lecal cammunity, I holder agrees to pay.
the local entity’ or Its designee any of their
Incremental licensing costs associated with the
transmission




PEGHEIRCMENs IREKInG Support

EUrreniranchise ehligations regarding PEG funding
(IRr2CEiieRIte; ifaRChISE Ees) continue for the
gduraiienreiftHercurrent firanchise (ne anregation of
PEG fUREIngrsupport)

This shalife shared hetween allf cable and video
PIrOVIJErS 01 a proriata hasis

Preblems regarding the conversion ofi the variety of
current funding fermulas threughout the state to an
equivalent percentage ofi gross revenues

All'PEG in-kind support andl Institutional Network
obligations remain until franchise ends (no abregation)




PEGHEIRCMENs IREKInG Support

CryAmey enact anferdinance te continue the
curentiyArequired PEG support funding ameunt to be
pald hyAalifcanie andivideo providers -- as leng as
thatamoeunt eees net exceed 3% oi the cable
Provider's; gress revenues

Concerms regarding theloss of In-kind support and
I-Net ebligatiens




PEGHEIRCMENs IREKInG Support

CommunprmeswithrnerPEG funding support may enact
airerdinance terestanlishisuch a fiee to be paid by all
local’ Videersenvice providers, asilong as the fee does
oL exceed 1% 01 thentgross revenues

Preplemsipsituations Where there Is some funding,
PUL Iessithian 1% el gress lrevenues

PEG fiunds reguired of state franchise holders must be
used IR a manner that Is “consistent with federal law”

Concerns aboeut this language




IRtercennection

INErCORRECIION BENEERNINCUMBENT cable operator
anefsiateNrancmise holderfior PEG programming Is
fequiredawhiere “technically feasible”

IFIRcUmPERFand staterfifanchise helder cannot agree
on Intercennection), City can reguire incumibent to
dllow interconnection and speciiy: how
Intercennection shiall oeccur

State franchise holder must pay: costs of
Interconnection
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