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MEETING

CHAIRMAN BROWNSBERGER: I‘m going to
call to order a meeting of the Belmont Board of
Selectmen held in the Selectmen’s Meeting Room at
the Belmont Town Hall on April 11th, 2002 at 7:30
p.m.

The purpose of this meeting is to
conduct a hearing regarding the transfer of the
cable television license. I have some remarks that
I'm going to read into the record as I’'ve been
advised by Counsel.

So let me say, my name is Will
Brownsberger, and I am Chairman of the Board of
Selectmen of the Town of Belmont, the statutory
cable television issuing authority. I will be
chairing this evening’s public hearing. With me
this evening are the other members of the Board of
Selectmen, Vice Chair Anne Marie Mahoney and Paul
Solomon, as well as the following representatives
of the Town, Mel Kleckner, the Town Administrator;
Richard Norris, the Chairman of the Cable Advisory
Committee; Richard Pew; Robert Blakelock; Sue

Timberlake; David Johanson; and as our Counsel,
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Peter Epstein.

This hearing is being conducted pursuant
to the requirements Massachusetts General Laws,
Chapter 166A and the Regulations of the
Massachusetts Cable Television Division, at 207 CMR
4.00. The Town published notice of this evening’s
hearing in The Belmont Herald, Citizen Herxrald, on
March 28th, 2002 and April 11, 2002; those notices
will be made a part of tonight’s hearing record. A
video and stenographic record are being made of
this evening’s hearing.

And I question, is there a video record
being made of this hearing?

RICHARD NORRIS: Apparently not.

CHAIRMAN BROWNSBERGER:V Does that pose
any problem, Mr. Epstein?

MR. EPSTEIN: No.

CHAIRMAN BROWNSBERGER: It does not.

Is there an audiotape being made at this
meeting?

MR. EPSTEIN: I believe it’s just going
to be a stenographic --

CHAIRMAN BROWNSBERGER: Stenographic

recording.
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MR. EPSTEIN: -- record, which is fine.

CHAIRMAN BROWNSBERGER: Fine. Okay.

There is a stenographic record being
made of this evening’s hearing.

Now, pursuant to 47 CFR
Section 76.502(b), outside Counsel for the Town,
Peter Epstein, sent two certified letters to AT&T
Broadband seeking additional information and
clarification of certain Form 394 matters. Those
letters were dated March 26th of 2002 and
March 27th, 2002 and will also be made a part of
tonight’s hearing record. The responses to those
letters from AT&T will also be made a part of
tonight’s official hearing record. In some cases,
we will be asking certain of the guestions in those
letters tonight.

We are here this evening to question
AT&T Comcast Corporation, as the transferee,
regarding its request to have control of the cable
television license in Belmont transferred to it
from the current licensee in Belmont, which is AT&T
CSC, Inc. AT&T Comcast Corporation’s request is
contained in the FCC Form 394, dated February 25th,

2002, which was received by the Town on March 1st,
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2002. Once this public hearing has been concluded,
the Board of Selectmen will have until June 30th,
2002 to render a decision on AT&T Comcast
Corporation’s transfer request.

The State standards for the Selectmen to
use in evaluating the Form 394 are as follows: (i)
AT&T Comcast Corporation’s financial capability;
(ii) AT&T Comcast Corporation’s management
expertise; (iii) AT&T Comcast Corporation’s
technical expertise; and (iv) AT&T Comcast
Corporation’s legal ability to operate the cable
system under the existing cable television final
license.

As the agenda indicates, we will be
questioning AT&T Comcast Corporation on a number of
transfer-related matters this evening, including:
the transfer in general; the FCC Form 394; AT&T
Comcast Corporation’s financial capability; AT&T
Comcast Corporation’s management experience; AT&T
Comcast Corporation’s technical expertise; AT&T
Comcast Corporation’s legal ability to operate the
cable system under the existing cable television
final license; the agreement and plan of merger

between AT&T and Comcast; the financial
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implications of the transfer; and compliance with
the current final license in the Town and
applicable laws.

If AT&T is unable to answer any
guestions this evening, I ask that written
responses be submitted to the office of the Board
of Selectmen no later than Thursday, April 25th,
2002.

It is important to remember that this
evening’s hearing is being conducted to deal with
the transfer of control request from AT&T to AT&T
Comcast. It is not intended to deal with other
cable television issues, including renewal of the
current license, which issues are being dealt with
in separate forums.

This is a public hearing and I welcome
any comments, input or questions from the public.
If you have a question or comment, please give your
name.and street address and speak clearly so that
there can be an accurate record of everything you
are saying.

We have allocated approximately one hour
for this evening’s hearing, so I will ask all

questioners and speakers to be as brief and concise
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as possible. Speakers should place their names on
the sign-up sheet that is circulating. Has it been
circulated?

MEL KLECKNER: We’ll do that right now.

CHAIRMAN BROWNSBERGER: I will now ask
AT&T to introduce its personnel in attendance this
evening, and make a brief introductory statement,
if it wishes to do that.

PEGGY SULLIVAN: We would love to do
that. Would you like us to sit at the table or --

CHAIRMAN BROWNSBERGER: Sure. Please
come on up.‘

MR. EPSTEIN: Could I just ask before
that, I know that AT&T in other locations has gone
right into their presentation, aﬁd if I could ask,
we do have some questions just chrbnologically that
we would like first, and we will ask you certain
questions and then I would ask if you could come up
and do your presentation, but we’d like to get the
questions on the record. So if you just introduce
yourself first, then we’ll start the questions.

And then you can make your presentation, if that’s
all right with the Board.

CHAIRMAN BROWNSBERGER: Very good.
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PEGGY SULLIVAN: That’s fine.

MR. EPSTEIN: So why don’t you just
introduce yourselves and we’ll start.

PEGGY SULLIVAN: There are a few things
that I want to read into the record.

MR. EPSTEIN: That’s fine. Just don’t
do the presentation.

PEGGY SULLIVAN: Yes.

Good evening, Chairman Brownsberger,
Selectmen, Mr. Kleckner, members of the Cable
Advisory Committee and Mr. Epstein. Thank you for
allowing me this opportunity to speak before you
this evening.

For the record, my name is Peggy
Sullivan and I serve as Manager for Government
Relations for AT&T Broadband. I’'m also here this
evening authorized to represent AT&T Comcast. With
me this evening to my right is Jeff Fialky, Senior
Operations Counsel for AT&T Broadband.

As you know, the purpose of this hearing
is to consider the transfer of control of the cable
television license from AT&T to AT&T Comcast.

On or about February 21lst, 2002, every

AT&T Broadband community in Massachusetts,

10
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11
including the Town of Belmont, received a transfer

bulletin from the Department of Telecommunications
and Energy, also known as the Cable Television
Division, detailing the process and parameters
regarding the transfer process.

The bulletin, in summary, details the
120-day period by which a community must comply
with certain deadlines. That also details public
notifications which have already been proyided this
evening and will be entered into the record.

Finally, it recites 207 Code of
Massachusetts Regulations 4.04 in that a City or
Town may only consider the transferees management
experience, technical expertise, financial
capability and legal ability to operate a cable
system under the terms of the existing license.

While we understand there may be
individual customer issues raised this evening that
may not officially be part of the process, we would
like to respond and as such we’1ll provide a sign-up
sheet for anyone that would like us to follow-up
with them regarding their particular issue.

The merger itself is expected to be

completed by the end of the year. As the
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communications industry advances and the demand

from consumers for advanced services continue to
grow, it’s become increasingly important to form
large clusters of cable systems. We believe the
combination of cable experience, financial
resources and technical innovation that both
companies have achieved to date in their long and
dynamic history is essential if we are to continue
to meet the demands of the consumer both now and in
the future.

Comcast is one of the most respected
cable companies in the industry and like AT&T
Broadband is rapidly deploying new technology and
services in the communities it serves.

We are seeking your consent on the
transfer of control this evening and appreciate
your efforts in that regard.

There are two documents I‘d like to put
into the record, the first being the cable casting
affidavit, and the second being a copy of the
public notice for the record.

Secondly, there’s a letter from Comcast
Corporation that states that, (Reading): "As you

understand from the FCC Form 394 Application AT&T
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Corp. filed in your community this past month,

Comcast Corporation intends to merge its cable
systems with those of AT&T Broadband Corporation.
This merger transaction will not change the holder
of your franchise, that franchise will continue to
be held by your local cable franchisee. The AT&T
employees that currently care for franchise issues
in your community represent the AT&T legal entity
that holds the franchise in your community today.
Since this same entity will continue to hold the
franchise after the merger, the AT&T
representatives caring for the franchise in your
community today are authorized to diséuss issues
regarding the merger with you on behalf of AT&T
Comcast.

Should you have any questions or need
additional information, please call me. Sincerely,
Sheila R. Willard."

And Ms. Willard is the Senior Vice
President Government Affairs of Comcast Cable
Communications, Inc.

CHAIRMAN BROWNSBERGER: Do we have to
mark these as exhibits for the purpose of --

MR. EPSTEIN: We can, sure. I mean, if
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we want to do the cable casting can certainly be

Exhibit 1. So that’s the cable casting.

Exhibit 2 you want your letter from
Sheila Willard.

PEGGY SULLIVAN: There’s also, Peter,
just a waiver form the -- on the second notice.

CHATIRMAN BROWNSBERGER: Shall I mark
these on the back?

MR. EPSTEIN: Yes, and so we could do
Exhibit 1 the cable casting and Exhibit 2 Sheila
Willard, Exhibit 3 the waiver that the Town
obtained from the Cable Division, which was dated
yesterday. Exhibit 4 should be my March 26th
letter. Exhibit 5 should be my March 27th letter.
Exhibit 6 should be the AT&T responses, which I
believe were dated April 5th. And I think we can

go from there. All right.

(Exhibit Number 1, marked;

Cable casting notice)

(Exhibit Number 2, marked;
Letter from Sheila R.

Willard, re: public notice)
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(Exhibit Number 3, marked;
Waiver the Town of Belmont
obtained from the Cable

Division)

(Exhibit Number 4, marked;
Letter from Peter J. Epstein,

Esqg., dated 3/26/02)

(Exhibit Number 5, marked;
Letter from Peter J. Epstein,

Esg., dated 3/27/02)

(Exhibit Number 6, marked;

AT&T responses, dated 4/5/02)

MR. EPSTEIN: I would just say for
everybody here that the Selectmen have up to 120
days to consider the information being gathered and
make their decision on the transfer. That 120 days
ends on June 30th. So under the law the Selectmen
would have to make a decision by that time or the
transfer would be deemed to be approved, basically

by default.

15
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We do have a number of questions and we

had asked AT&T not to do the presentation, as they
usually do, simply because we have a lot of
questions and not much time. So I’'m going to ask
some initial questions and then I bélieve the Cable
Committee has some questions and you have a number
of people from the public who probably have
questions as well.

CHAIRMAN BROWNSBERGER: I’'m looking at a
stack of presentations.

MR. EPSTEIN: Yes.

CHATIRMAN BROWNSBERGER: Would you mind
handing those out?

PEGGY SULLIVAN: I don’t have a problem
giving them. Yes.

CHAIRMAN BROWNSBERGER: We’ve got to
review them as we --

PEGGY SULLIVAN: Sure.

CHAIRMAN BROWNSBERGER: -- as the
questions are asked.

PEGGY SULLIVAN: The document on top is
the presentation that Peter was referencing, and
there are a few things that I would like to get

into the record at some point.
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CHAIRMAN BROWNSBERGER: Okay. You might
as well share those --

MR. EPSTEIN: Well --

PEGGY SULLIVAN: Yes, I would like to.

MR. EPSTEIN: I would just start with a
question on the ultimate control of AT&T Comcast
Corporation. Remember the criteria for
consideration involves the transferee, which is
AT&T Comcast Corp. It’s our understanding that
ultimately the parent corporation, Comcast
Corporation, will have effective control of AT&T
Comcast Corporation; is that true?

MR. FIALKY: That’s correct. Once
again, my name is Jeff Fialky. I’'m the Senior
Operations Counsel for AT&T Broadband’s northeast
markets.

The current licensee, AT&T CSC, Inc.,
will be a 100 percent owned and operated company of
the ultimate parent company post-merger AT&T
Comcast.

MR. EPSTEIN: Okay. And then the Chief
Executive Officer of Comcast, Brian Roberts, in
fact would be the guy who has day-to-day control?

MR. FIALKY: That’s correct.

17
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MR. EPSTEIN: Okay. Just going on, why
don’t we start -- there are four criteria of which
the Chairman read into the record. Now I'm going
to say that those are the criteria for the
Selectmen to use in making their decision. There
may be other questions tonight which I would say to
you are fine to ask, but as long as people
understand that the Selectman need to use certain
criteria.

Yes, go ahead.

DAVID JOHANSON: Before we get into the
criteria, I think it’s important to establish who
is here. Right now neither of you is employees of
Comcast or AT&T Comcast; is that correct?

MR. FIALKY: Peggy Sullivan read into
the record a letter from Sheila Willard, Senior
Vice President. I similarly have a letter that’s
dated April 10th, 2002. TIt’s entitled, "Delegation
of Authority," and it explicitly delegates
authority for myself as Senior Operations Counsel
to serve as an agent of Comcast Corporation,
similarly signed by an officer of the Corporation,
Sheila Willérd, Senior Vice President. 1I’d offer

that as an exhibit to tonight’s proceeding as well.

18
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So certainly while not an employee of
AT&T Comcast or as Comcast, I am here, as is Peggy,
certainly as agents with delegated authority to
speak on behalf of Comcast.

CHAIRMAN BROWNSBERGER: Should I mark
that as, what, Exhibit --

MR. EPSTEIN: I think Exhibit 2 could

have both letters.

(Exhibit Number 2, amended to
include "Delegation of
Authority" letter from Sheila

Willard)

DAVID JOHANSON: When you say you have
delegated authority to speak, do you have delegated
authority to make any binding commitments on behalf
of AT&T Comcast?

MR. FIALKY: AT&T Comcast at this point
has three employees, including Brian Roberts and
two other appointed officers. I think as this
evening progresses there’ll be some discussion
about management and how the management of AT&T

Comcast will include employees from AT&T Broadband,

19




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

20
as well as from Comcast itself.

I believe with the authority delegated
by Ms. Willard’s letter that both Peggy Sullivan
and myself tonight do share the ability to bind the
company with respect to capital commitments and
material commitments.

DAVID JOHANSON: Thank you.

MR. EPSTEIN: Why don’t we go -- I'm
going to go over basically the four legal criteria
before the Committee asks some questions.

The 394 does require the transferee,
AT&T Comcast, to certify that it has sufficient net
liquid assets on hand from committed sources to
consummate the transaction and operate the
facilities for three months. I think Comcast said
it has such net liquid assets.

In discussing those, however, AT&T
Comcast has attached so-called unaudited proforma
combined condensed financial statements of AT&T
Comcast, because you understand AT&T Comcast exists
as merely a corporate shell at this point. I
believe it’s been organized, but I don’t believe
that it has any real assets now.

So the question is, what relevance do
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those unaudited proformas have, and if you can just

give us an explicit and, down the road perhaps,
written evidence that AT&T Comcast Corp. has the
financial capability to assume control of the
Belmont system, and in fact, to consummate the
transaction and make all these systems work? I
think that was one problem that AT&T Broadband had.
I think it failed in doing so.

MR. FIALKY: The financial criteria is a
difficult criteria to demonstrate because to some
extent, especially in this case, and this is
somewhat unique, when Section 617 of the Cable Act
was drafted, it was initially drafted with the
legislative intent of protecting cable franchises
from being acquired by other entities -- by third
parties, who may not have had the managerial and
the technical skill to run cable systems.

The analogy that I’'ve given you before
is something like a food-service corporation, like
a textile manufacturing company purchasing a cable
franchise because they think they can make money
out of it without really bringing to bear the
financial ability to run the system as well as

having the managerial and technical skills to do
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so.

This case is very unique because two of
the largest cable companies in the world, the
number 1 and number 3 respectively, AT&T Broadband
being the largest, coming together and combining
all of their shared assets both financially as well
as the experience that both companies bring to
bear, I think a lot of what’s contained in the AT&T
Comcast presentation that Ms. Sullivan was going to
give this evening, does bring a lot of that to
bear. I think that it does some disservice not to
have this presentation read into the record,
because I think there’s some valuable information
certainly inclusive with the financial criteria.

If it’s still the Board’s wish not to
have the presentation read in its entirety, then at
least, as a bare minimum, I would suggest that we
enter it into the record for tonight’s proceedings.

CHAIRMAN BROWNSBERGER: It may be
admitted as an exhibit.

MR.‘FIALKY: Thank you.

Additionally, there is some information
for the financial considerations that I believe

have been provided in response to Attorney
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Epstein’s previous letter on behalf of the Town.

It’s entitled, "AT&T Comcast Corporation Financing
Considerations." For purposes of this discussion,
I would also pass it out again and see that
everyone has a copy. I would submit it again if it
hasn’t already been submitted as an exhibit.

CHAIRMAN BROWNSBERGER: All right. So
the presentation will be marked as Exhibit --

MR. EPSTEIN: Seven.

CHAIRMAN BROWNSBERGER: And the
financing considerations memo will be marked as

Exhibit 8.

(Exhibit Number 7, marked;
AT&T Comcast Informational

Presentation)

(Exhibit Number 8, marked;
AT&T Comcast Corporation

Financing Considerations)

MR. FIALKY: What was included in the
Form 394 was a CD-ROM disc, and the CD-ROM

contained information with respect to the audited
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balance sheets of both AT&T Broadband and Comcast.
It was the latest 100 and the 10K filings
respectively on behalf of each of the corporations,
AT&T Broadband and AT&T Comcast.

CHAIRMAN BROWNSBERGER: Is that the last
one?

MR. FIALKY: You have -- is that the one
you have before you.

CHAIRMAN BROWNSBERGER: That’s the
exhibit memo.

ANNE MARIE MAHONEY: I don’t have it in
front of me. Okay.

MR. FIALKY: The information contained
in both of those audited filings -- once again,
it’s included as an exhibit to the Form 394. 1It’s
also available on the FCC’s website, as are all
previous filings made on behalf of both
publicly-traded companies.

Attorney Epstein is correct that the
proforma and financial information contained as an
exhibit, the 394, is unaudited. It is based upon
the aggregate of the information that has been
previously audited on behalf of both corporations.

It is difficult to -- other than provide an opinion

24
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with respect to what that sum will be with respect
to the financial wherewithal of the AT&T Comcast,
the resulted merger entity, but AT&T Broadband and
Comcast both as the companies who will be
consummating this merger, believe that those
balance sheets very clearly demonstrate the
financial wherewithal of the company to operate its
franchise assets, specifically in the Town of
Belmont.

PEGGY SULLIVAN: I think it’s also
important to note, and you’ll see in that separate
financial handout that Jeff was referencing that
currently AT&T Broadband, that the cash-flow ratio
is 8-to-1. Following the consummation of the
merger, that number is reduced td 5-to-1 in the new
entity. Arguably with the new entity in a better
financial position than the current parent
corporation is.

CHAIRMAN BROWNSBERGER: I’'d like to make
a comment on this at this point.

PEGGY SULLIVAN: Yes.

CHAIRMAN BROWNSBERGER: I’'m not sure I
see anything in these aggregate numbers that gives

us any confidence about AT&T's ability to meet its

25
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obligations in the Town of Belmont. I have no way

of getting a handle as to whether -- you have

obligations to a great many communities, and I know

AT&T itself has failed to meet a lot of those
obligations. So I mean, I see a lot of numbers
here, large numbers about large financial
resources, but nothing in this presentation, and
I’ve looked through the presentation, gives me any
sense of whether those resources are going to be
adequate to meet your commitment to all your
subscribers, in particular the Town of Belmont. So
I have big concerns about your financial
capabilities.

MR. FIALKY: And I started my comments,
and I guess I prefaced my comments by saying, it’s
a difficult prong to meet on the instance that it
is forward loocking. And to your point, clearly,
and I think you are in agreement, that there are
great financial resources that the companies bring
to bear. I think it’s difficult to other than
state the fact that the numbers speak for
themselves --

CHAIRMAN BROWNSBERGER: Which they

don’t.
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MR. FIALKY: Well, I mean, the thing is

the numbers have been provided. Various
conclusions can be drawn. Certainly financial
analysts who for a profession would sit around the
table, may reach different conclusions themselves.

CHAIRMAN BROWNSBERGER : They may be
happy with how the shareholders are going to do,
but our concern is how the Town of Belmont is going
to do, and that’s our only concern.

RICHARD NORRIS: Yes, excuse me. You
know, the real key one is on your page 22.

MR. EPSTEIN: You may want to identify
yourself.

RICHARD NORRIS: I’'m Dick Norris, the
Chairman of the Cable Advisory Coﬁmittee.

On page 22, there are some statements
which to me are completely hollow meaningless
statements because they are non-specific. It says
that both AT&T Broadband and Comcast each will
invest $1.3 billion for capital improvements, et
cetera, et cetera. What I would think is very
important, is of that $2.6 billion how much is
being allocated to upgrading the technology of the

system in Belmont in 2002. And if you aren’t
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prepared to make a statement along those lines,
then this particular exhibit is worthless.

CHAIRMAN BROWNSBERGER: I second that
concern. It needs to be supplemenﬁed.

RICHARD NORRIS: Right.

MR. FIALKY: I mean very clearly, and I
understand that not having appeared before the Town
but having spent some time trying to understand
what the needs of the Town are, I don’t come in
here with blinders on, and I certainly understand
that the Town -- I'm sure from both the regulators’
perspectives, as well as from the customers’ and
constituents’ perspectives, there was a desire for
Belmont to have already been upgraded to receive
broadband services.

ROBERT BLAKELOCK: Sir, I’'m Bob
Blakelock on the Cable Advisory Committee.

There was a commitment made --

RICHARD NORRIS: In August 2000.

ROBERT BLAKELOCK: -- a commitment
made --

DAVID JOHANSON: By AT&T.

ROBERT BLAKELOCK: -- at the last

transfer hearing and subsequent to it. It didn’t
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happen.

RICHARD NORRIS: Now we’re told that you
can bind -- you have the ability to bind AT&T
Comcast, so we were asking you are you willing to
make a statement that would bind AT&T Comcast with
regardrto the expenditures it will make for Belmont
in 20027

MR. FIALKY: No -- once -- a couple
things have come to mind during our discussion, and
I wanted to mention a few. We were looking at
page 22, but if I could ask folks to loock at
page 11, as well, in the presentation materials,
because I think it’s an important point, and I
think it’s going to be underscored a few times this
evening. And it’s the third bullet point down,
which is that AT&T Comcast, as did its predecessor
companies, live and abide to the letter of the law
with respect to the obligations that became of the
franchise.

The 394 materials in Section 5
specifically are executed by Brian Roberts on
behalf of AT&T Comcast where it states specifically
that he has received a copy of the Belmont cable

franchise, he’s reviewed it and he agrees to be
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bound by all the terms contained within that
franchise. And moreover, that he would take all
resources to bear to cure any deficiencies in the
operations of the franchise obligations.

CHAIRMAN BROWNSBERGER: Sir, I'm sorry,
could you repeat your name, Mr. Falcon (phonetic).

MR. FIALKY: Yes.

CHAIRMAN BROWNSBERGER: Those are
general assurances. We’re not looking for general
assurances.

PEGGY SULLIVAN: With all due respect,
Will, I just think it’s important to note for the
record that the four criteria as Attorney Epstein
set forth and as I did as well, speak to the
obligations of the franchise as they exist today
and I've discussed in great detail, and that’s what
this process is restricted to. With all due
respect to your frustration and desire to have the
system rebuilt, it is not a franchise requirement
to rebuild the system --

CHAIRMAN BROWNSBERGER: I want to make
clear our position and our understanding is that
AT&T is committed to Belmont to provide upgraded

Internet service, and that commitment is long ago
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breached and we do not believe that we’re going to

transfer this license to anybody who cannot assure
us with concrete assurances, as opposed to general
assurances, that your going to meet those
obligations.

And to us "specific assurances" means
specific dates and times and funds set aside in a
visible escrow location.

David?

DAVID JOHANSON: I‘m David Johanson from
the Cable Advisory Committee.

I noted in your handout under "financing
considerations," you specifically do state that you
expect this combined entity to offer more broadband
services to more people more quickly. And I think
what we’re asking for is some specificity be given
to that general statement, including us, I mean the
more people and the more quickly.

MR. FIALKY: I think that the commitment
that was previously made to upgrade the Belmont
system is still a commitment that’s binding with
respect to both the current licensee, and that
licensee will, in fact, continue, it should be

noted. AT&T CSC, Incorporated, which is the
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subsidiary that’s the licensee in the Town, will

continue regardless of the merger transaction. It
will be a seamless transition with respect to that
subsidiary.

CHAIRMAN BROWNSBERGER: So it’s
important that we -- I appreciate your
acknowledgement that there is a binding commitment
to provide an upgrade in Belmont’s Internet
services. I’'d like to also acknowledge that that
commitment has already been breached and your way
behind on it.

MR. FIALKY: My understanding, and I
think the understanding of the company is, in fact,
that no date certain was provided, but that rather
an upgrade commitment was made in a general sense,
and that that commitment stands that AT&T
Broadband, Comcast and AT&T Comcast have been’and
will continue to be committed to provide broadband
service to all of its communities.

RICHARD NORRIS: Yes, what we have
learned is that you have abused that commitment and
SO0 we are now sadder and much wiser, and therefore,
we are expecting that you, now that we see what’s

playing out, will make a more-specific commitment
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with dates in order to make it a meaningful

commitment rather than a hollow-shell promisé,
which is sure a pupparie (phonetic).

CHATRMAN BROWNSBERGER: And let me just
echo that and say that my recollection is the dates
were quoted, and if somebody put weasel words
before they quote the dates, it does me no good at
all. I don’t care. 1 consider those binding
commitments.

MR. FIALKY: Well, but that’s the
important thing, Mr. Chairman, is that the reason
that commitments aren’t made with specific dates in
mind is the fact that if the commitments can’t
reasonably comply with, then it would be
disingenuous to make those commitments in the first
place.

CHAIRMAN BROWNSBERGER: I see these
commitments being made again and again and ail
kinds of assurances being given in a general
nature. I'm assuming those apply normally or you
wouldn’t put them in the presentation. What we'’re
saying is that we want specific things that we can
rely upon. Otherwise, there’s no way that we

consider this a financially capable corporation.
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MR. FIALKY: I certainly appreciate that

perspective. I understand --

CHATRMAN BROWNSBERGER: It’s not just
perspective, it’s our position. 1It’s our view.

MR. FIALKY: I --

CHAIRMAN BROWNSBERGER: It’s our
considered view, and I won’'t have -- so please
don’t take our time with general assurances or
responses of that nature. If you want to move onto
other issues, that’s okay. But I want to be clear
that this is where you are -- at least I am, and I
don’t know how my colleagues feel, but this is
something I’ve been through a lot as an issue and
it’s something I'm very troubled by in terms of
AT&T’s conduct.

DR. PAUL SOLOMON: May I comment on

that?

MR. FIALKY: I understand --

DR. PAUL SOLOMON: I just want to make
sure you -- for me personally having just spent

four months walking the streets of Belmont, this is
a very important issue on the minds of many, many,
many people throughout the Town, and it represents

not just the views of people sitting here, but
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views of people throughout the Town, and I

thoroughly agree with Mr. Brownsberger.

ANNE MARIE MAHONEY: I’ve got more calls
on this than almost anything else except numbers of
teachers to be funded for next year. .This is a
professional community. This is a high-power
community. This is a community with a lot of ties
to the local universities and -- what do I want,
hospitals, the medical community, the law
community, with national recognition. People live
here because of that proximity. They expect
certain services.

MR. FIALKY: I don’t think that anyone
in this room, anyone from the companies in which I
represent and my colleagues will dispute that
that’s the case. I think that clearly the desire
for advance services, including high-speed Internet
in Belmont is compelling, and that is not up for
debate. There is no question about it.

This particular proceeding in which we
are involved, all of us collectively, us as
participating companies and as applicants and you
as regulators and as customers and constituents,

unfortunately is confined by legal restrictions.
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This -- if I could just finish -- it is
very well-settled law both on a Federal level as
well as in the Commonwealth that this is not an
opportunity to renegotiate license commitments and
licensed obligations.

CHAIRMAN BROWNSBERGER: We know that.
This is a time, though, for us to assure ourselves
that you’'re financially capable of delivering the
commitments you made to us. We expect you to
provide us better assurances than you're providing
tonight or else this license won’t be transferred.

DAVID JOHANSON: Again, if I can make to
tie this in to a little bit more specifically to
the financial capability, you probably saw the

article in today’s Wall Street Journal in which the

financial capability of a number of cable
companies, including Comcast was specifically
addressed, and including statements to the effect
that in light of the meltdown of Enron and then
everybody looking harder at other companies,
including most recently Adelphia, which is going
through significant financial difficulties.

They are now concluding that other

companies, and they mentioned Comcast, are in
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billions of dollars more debt than previously

disclosed, that the so-called operating cash-flow
figures that have been generated in the industry
are not as strong as they have been represented,
that due to the structures and the complicated
structures of many of these cable companies,
including Comcast, that the financials really don't
even give that accurate a picture of the overall
financial strength of the entity. And I'm happy to
provide a copy of this article for the record or --

MR. EPSTEIN: I have a copy.

DAVID JOHANSON: You have a copy.

MR. EPSTEIN: Yes. So we’ll enter that

as Exhibit 9 for the record.

(Exhibit Number 9, marked;

Wall Street Journal article)

DAVID JOHANSON: And it gives us
certainly great pause on this specific regulatory
criteria that, in fact, the capability is there,
especially when it’s coupled with weasel words on
what’s going to be done and when.

CHAIRMAN BROWNSBERGER: I’d also like to
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highlight, I think this goes to another one of the
statutory criteria, which is management capacity.
When an organization makes commitments and then
doesn’t keep them, it gives enormous pause as to
the management capacity of that organization.

And so we need to say this new
organization is going to adapt to having management
capacity to meet its obligations to this Town. And
to us that means having the management capacity
that’s able to step forward and make some
commitments.

MR. FIALKY: Well --

CHATRMAN BROWNSBERGER: I mean, to
clarify and reaffirm those commitments which have
already been made.

MR. FIALKY: Well, it does sound like
there’s a disagreemeht between us with respect to
whether a commitment has been breached. 1It’s
certainly our position that that’s not the case.

With respect to management experience
and technical expertise, which are two of the
criteria you reference, and first of all, there’s
further information to those points contained in

the materials that are now exhibits in these
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proceedings.

I think that there’s a big difference
between management experience, technical expertise
and management decision making. And I think that
management decisions are something always subject
to opinion, something always subject to scrutiny.
With respect to management decisions that are made,
I think you’re hard-pressed to find unanimous
agreement with respect to any decisions that are
made in any bodies, be it in a company, be it in a
regulatory body itself. That’s management
decisions.

Management experience and technical
expertise, I think are the fundamental attributes
and characteristics that the management team of
AT&T Broadband and Comcast bring to bear with
better experience both separately, and in some,
than probably any other cable company that exists
in the world.

Comcast was a family-run corporation.
It was started from the ground up before the
inception of cable. It has been innovative and has
shown throughout it’s 30-year-plus tenure that its

a visionary company and has the ability to deliver
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advance services to its subscribers around the
country.

To that end, AT&T Broadband is a
successor of a number of companies that similarly
were started from the ground up. And in this
region, specifically in the northeast, it is very
likely, to some extent, where the whole broadband
paradigm was created.

From a technical standpoint, for
25-some-odd years it was believed that all cable
was capable of delivering a coaxial network was
thirty channels of video television programming.
Around five or six years ago a few members of the

-- what was then Continental Cablevision

engineering team decided that maybe it was possible

to do what had been contemplated in the cable labs
in Englewood, Colorado, which was to see if other
services could be delivered over that same coaxial
cable bandwidth.

What stemmed out of that is really a
whole industry, the 1996 Telecommunications Act,
and really much of the issues that you’ve already
raised, which is the fact that you want all these

advanced services in Belmont, and we understand
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that as well. While you may disagree with the

underlying management decision that does not allow
those broadband services to be here today, it’'s a
different thing to challenge, and I think it does a
disservice to the people that have spent thirty
years developing the technology, creating that
institutional technical experience, that management
capability, that both companies do bring to bear.
So I do distinguish those issues.

CHATRMAN BROWNSBERGER: Mr. Solomon?

DR. PAUL SOLOMON: You know, I’'m not
really concerned about the history of the
management successors of Comcast. I represent the
people of Belmont.

We don’t have a lot of power against the
huge conglomerate that you’re now becoming. This
is not advanced technology anymore. This is
technology that many surrounding towns already
have, and as Mrs. Mahoney has already suggested,
this is technology that’s becoming more and more
necessary for the daily functioning of many people
in this community.

So all these words are not cutting any

ice with me. And what we’re asking you and what
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all these gentlemen are asking you, what they’ve

been slaving over for many, many months now, all
we’'re asking you is a commitment that because of
all your advanced management experience, which you
claim is better than most, that you will be able to
fulfill the commitments that your predecessor
wasn’'t able to fulfill. Let’s have that
commitment. Let’s have the date on it. And if the
date -- and if you say, well, you don’t want to put
on a date on it. Well, if you don’t put a date on
it, let’s have some penalties that would have to be
paid if that commitment is not satisfied. Let’s do
that.

CHAIRMAN BROWNSBERGER: Ms. Timberlake?

SUE TIMBERLAKE: Sue Timberlake,
Chairman of the Cable Access Committee and member
of the Cable Advisory Committee. I just want to
speak briefly about management issues, just three
quick points.

Just as an example in our studio right
now, we’ve had a broken character generator for
four weeks and we’re running with a back-up
character generator, which doesn’t have all the

capabilities. We haven’t received a budget yet,
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and it’s March and your fiscal year starts in
January.

Another example is that the Form 500 was
not filed, at least on one occasion during the
tenure of AT&T, and finally a perfect example is
that this is not being videocast tonight, and who
is that told the guys not to come down and tape
this.

This is under the direct control of
AT&T. 1It’s a public hearing. Somebody put the
notice on the local channel, and yet the guys
aren’t here from the studio to tape it. So I would
like to enter those as three examples of poor
management by AT&T. Those are examples that are
real and are current tonight.

MR. FIALKY: I think that we’ve
referenced that at least a few times this evening,
and it always is at the risk of having
characterized issues as not being important, and
that’s not the case. It’s a matter of
distinguishing issues and their proper proceeding.
The scope of this proceeding, as the Chairman read
in his opening statement, is limited to those four

criteria.
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Under Massachusetts Law, issues of
license compliance are as a matter of law not
relevant to the scope of this proceeding. It
doesn’t mean they’re not important. It doesn’t
mean that they don’t belong or they shouldn’t be
discussed at all. It just means that they should
be discussed in appropriate forums, which include
proper administration of the cable franchise, as
well as the cable renewal process.

I know that my colleague has a copy of a
decision in front of her. 1It’s the decision in the
order and scope of the proceeding during the recent
transfer of the Media One/AT&T Corp. Systems with
the City of Cambridée. It went to the cable
television division and the Department of
Telecommunications and energy. The attorney on
behalf of the City of Cambridge is also the Town
Counsel for Belmont. For that reason I’'m very sure
that the Town has a copy of this decision. We also
would submit it for the record.

And once again, it doesn’t say that
these issues aren’t important. It doesn’t
distinguish whether a Form 500 should or should not

have arrived on a certain date, and issues with
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respect to local access equipment. All it says

are those are important things to be discussed but
not in the scope of this 394 Application.

MR. EPSTEIN: If I may, Mr. Chair?

I believe that Ms. Timberlake talked
about several items as management issues. I don’t
recall she referred to those as license compliant.
And I would mention that in that Cable Division
decision, which is CTV 99-4, the Division did say,
and I’'ll quote, "To the extent that'AT&T,"
remember, this is the transfer from Media One to
AT&T, (Reading): "To the extent that AT&T relies on
Media One’s managerial expertise to satisfy the
management criteria, it has certainly put the
management experience of those pefsonnel, at
issue."

So I think what she talked about was
management. She didn’t talk about non-compliance.
And the Division specifically talked about that;

Now let me also clarify something that I
don’t agree with Jeff on. The criteria talks about
management experience, period. It does not
distinguish about management decisions. I’ve never

seen that the Division says, "Well, you know,
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you’ve got to look at the management experience,

but by the way, you know, if there were bad
management decisions for five years which caused
AT&T Broadband to fail, you can’t consider that."
I mean, I just -- I don’t think you're right, Jeff.
I think what we’re loocking at is the
totality of things, and I think it’s fair for us to
look at your management right now, your technical
expertise, your fihancing, because in part AT&T
Comcast is relying on AT&T Broadband to do
everything, you understand it’s the staff, it’s the
facilities, just as AT&T Broadband depended on
Media One. So when we talk about management, well,
I think that’s what the Division talked about.
And I think just one sufe thing about,
going back to the financial qualifications, I think

that Wall Street Journal article today is very much

a source of concern, because I think what happened
to AT&T is that they assumed a huge amount of debt,
in part the market lost confidence. I think the
stock went from 60 or 70 down to 15, and I think
what’s happening now, and what this article said
was, you know, "Watch out, the same thing may

happen." And, boy, if we do nothing else tonight
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but to get it on the fecord as saying, you know,
"Look," you know, "this may not be the last time
this happened. And if this little Comcast," and
I'm not denigrating their ability, "can buy AT&T,"
then I'm just telling people, "don’t be surprised
if these guys are back in two years."

And I like both these folks. I think
they do a very good job. You know, it’s not their
personal fault, but, boy, I think there are a lot
of legitimate questions about this transfer, and
the Cable Division may have some difficulty with
some questions being brought up.

CHAIRMAN BROWNSBERGER: If I could just
follow-up on Peter’s point, I, for one, and I think
perhaps others as well, would like to see
specifically addressed in writing the issues that
are raised by this article in the Journal today,
which is specifically -- the two most important
ones, it seems to me, are the -- an off balance
sheet financing, particularly any off balance sheet
debt by related partnerships and other entities.

And the second one, the way in which
operating cash flow is calculated, because, again,

there were specific comments to the effect that the
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way in which that is done, which is supposedly an
indication of strength, is susceptible to all kinds
of manipulation. And it seems to me that if we’re
trying to make some determination that, in fact,
the financial capability is there, we need some
specific comment on that for the purposes of this
article. Just for the record, AT&T Comcast
representatives declined to comment, but I think we
need to get that information.

MR. FIALKY: We’d be happy to provide
some additional information.

CHAIRMAN BROWNSBERGER: Yes, I would
just second Mr. Epstein’s comment. I quickly
reviewed this document 99-4. The issues that --
are probative of your management capacity to carry
it forward, plus -- concerns were being raised.
We’re concerned by your management capacity. We'’re
concerned about your financial capacity to meet --
by the licensee.

MR. FIALKY: Well, unfortunately, I mean
a lot of the same analysis that you are -- a lot of
the same arguments you’re raising right at this
moment were the same arguments that were raised by

AT&T -- sorry, that were raised by the City of
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Cambridge two years ago, which ultimately led to

this decision. They similarly were looking
backwards to try to forecast what the future would
mean for them.

MR. EPSTEIN: I don’'t believe that'’s

accurate.

MR. FIALKY: Oh, that’s --

MR. EPSTEIN: I don’'t believe that’s
accurate.

MR. FIALKY: Clearly, without going into
the facts -- Attorney Epstein I told --

MR. EPSTEIN: The two --

MR. FIALKY: -- were the attorneys on
both sides for the parties. The order on scope of
proceeding by the Cable Division, what they didn’t
do is preclude further discovery with respect to
the managerial ability that AT&T had, which was at
that point a long-distance telephone company that
had recently acquired a cable company to run a
cable system.

More akin to what I had stated earlier,
which is going back and looking at the legislative
history of Section 617 of the Cable Act, which is

preventing companies who don’t run cable systems
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from going in and purchasing cable systems for
purposes of making a profit and then potentially
driving them into the ground.

CHAIRMAN BROWNSBERGER: Mr. Fialky,
let’s stop there.

MR. FIALKY: Okay.

CHAIRMAN BROWNSBERGER: I don’t want to
listen to you guys spar about the appellate issues
here. As a matter of fact, this finding of fact
that this Board is concerned about your managerial
and financial capabilities. You’re relying on a
lot of the existing structure and we have big
concerns about that structure based on it’s past
performance and sort of mirror -- we think that’s
somewhat probative of future perférmance. And you
haven’t given us anything other than past
performance and general general numbers to give us
any hope as to future performance. So as a matter
of fact right now, we’re very troubled by the
financial and managerial capacity of the proposed
transferee.

Now, I think there are a number of other
questions that people have, and I think we’d like

to -- maybe we could move onto those at this point.
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DAVID JOHANSON: I’'d like to make just
one follow-up comment. I mean, as -- your
emphasis, Mr. Fialky, on trying to focus on very
specific criteria ignores the fact that what has
been established is this regulatory process for a
license transfer and anytime you’re going to have a
regulatory process, any issues that are
legitimately addressed or raised, can be, in fact,
addressed.

And what I get the sense from what
you’'re saying is that you’re not interested --
notwithstanding all of the difficulties that this
Town has had with this cable system under the
current operator, that you’re not interested in and
you’'re not willing to try to addréss some of those
and you keep coming back to, "Well, literally we
have to look at this criteria and this criteria and
this criteria."

So there is a process. These issues are
being raised. You said that you and Ms. Sullivan
have the authority to make commitments, and what
we're asking for is some commitments here and we’re
simply not getting them.

CHAIRMAN BROWNSBERGER: And each time
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you minimize the relevance of this, we become more

and more concerned about your managerial capacity.

MR. FIALKY: Well, I don’t think that's
being fair, because my comments clearly say --

PEGGY SULLIVAN: I mean, understanding
what our role is here tonight, we have a very
specific criteria.

MR. FIALKY: And I was very emphatic in
saying that I am in no means undermining the
importance of those issues, but I’'d be doing a
great disservice to the process itself and to the
regulatory structure if I don’t distinguish what
issues as a matter of law are for consideration of
the 394 Application. If we want to schedule a
meeting tomorrow night on other issues and a week
from now and a month from now, and I know that
there’s been meetings that have been scheduled
historically over the last six months and over the
last year to discuss those other ‘issues.

Tonight’s proceeding from the
introductory remarks that Mr. Chairman had made,
was specifically to go through those four
criteria --

CHAIRMAN BROWNSBERGER: That'’s what
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we’'re talking about.

MR. FIALKY: -- as pertain to this
application.

CHAIRMAN BROWNSBERGER: That'’s what
we’re talking about, those four criteria and your
ability to meet those four criteria. But the
question is for the members of the Board.

RICHARD PEW: Well, this is just a
follow-up too. It would seem to me that one kind
of evidence that you could provide would be if
there’s some history about places where you have
made commitments to upgrade and where they have
been followed through, both from the point of view
of AT&T Broadband and from the point of view of
Comcast. Some evidence that there are cases where
it has succeeded, and we know there are cases
besides us where it hasn’t succeeded, and to have
some balance of those results would be one way in
which you could demonstrate how well or poorly
you’ve done.

MR. FIALKY: I think that’s a very good
suggestion and we’d be happy to provide that
information.

PEGGY SULLIVAN: If I could just state
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one thing on the record, and it’s somewhat

sensitive, because the rebuild is not a franchise
requirement in Belmont.

In 2002 in this region alone, we’re
going to spend approximately $400 million meeting
franchise requirements, in this region alone. And
that is AT&T Broadband, for the record.

CHAIRMAN BROWNSBERGER: Right here in
Belmont?

PEGGY SULLIVAN: Again, Belmont is not a
franchise requirement. You asked us to speak to
where we’ve shown our track record of meeting our
commitment, and the first commitment that we must
meet are franchise requirements, and we are meeting
that requirement, $400 million in one year in the
northeast region is a substantial sum.

What percentage of our communities will
be rebuilt --

MR. FIALKY: Eighty percent.

PEGGY SULLIVAN: Eighty percent of all
of our systems in the northeast region.

CHAIRMAN BROWNSBERGER: Will be what?

PEGGY SULLIVAN: Will be rebuilt to

750 megahertz that are broadband cable.




