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PART I

Iltem 1. Business.
Overview

Time Warner Cable Inc. (together with its subsigéisr“TWC” or the “Company”) is the second-largeable
operator in the U.S., with technologically advanacedll-clustered systems located mainly in five gg@phic areas —
New York State (including New York City), the Céinas, Ohio, southern California (including Los Aslgs) and
Texas. As of December 31, 2008, TWC served apprateiy 14.6 million customers who subscribed to onmore
of its video, high-speed data and voice serviegsasenting approximately 34.2 million revenue gatieg units
(“RGUSs"), which reflects the total of all TWC basiirleo, digital video, high-speed data and voiaw®ise
subscribers.

As of December 31, 2008, TWC served approximat8ly inillion basic video subscribers. Of those,
approximately 8.6 million (or 66%) received sometjpm of their video services at their dwellingammmercial
establishment via digital transmissions (“digitadeo subscribers”). Also, as of December 31, 2008C served
approximately 8.4 million residential high-speedadsubscribers (or 32% of estimated high-speedstataceready
homes passed) and approximately 3.7 million residieRigital Phone subscribers (or 14% of estimateite
service-ready homes passed). TWC markets its ssrgigparately and in “bundled” packages of mulspleices
and features. As of December 31, 2008, 54% of TWG&omers subscribed to two or more of its prinsEmvices,
including 21% of its customers who subscribed tohake primary services. As part of an increaseglesis on its
commercial business, TWC began selling its comrakRigital Phone service, Business Class Phongpall- and
medium-sized businesses in the majority of its afieg areas during 2007, and substantially comgltte roll-out
in the remainder of its operating areas during 2008C believes providing commercial services wéhgrate
additional opportunities for growth. As of DecemBér 2008, TWC served 283,000 commercial high-spie¢a
subscribers and 30,000 commercial Digital Phoneaiiters. In addition, TWC sells advertising toaai@ty of
national, regional and local customers.

In July 2006, Time Warner NY Cable LLC (“TW NY Catj), a subsidiary of TWC, and Comcast Corporation
(together with its subsidiaries, “Comcast”) cometetheir respective acquisitions of assets commisi aggregate
substantially all of the cable assets of Adelphin@unications Corporation (“Adelphia”) (the “Adelgh
Acquisition”). In February 2007, AdelphmChapter 11 reorganization plan became effedtineer the terms of tt
reorganization plan, substantially all of the ska€TWC Class A common stock, par value $.01 pares (“TWC
Class A common stock™Jhat Adelphia received as part of the paymentHerdystems TW NY Cable acquired fr
Adelphia were distributed to Adelphia’s creditohs. a result, under applicable securities law retijuta and
provisions of the U.S. bankruptcy code, TWC becarpeblic company subject to the requirements oSbeurities
Exchange Act of 1934, as amended (the “Securitiehi&ge Act”). On March 1, 2007, the TWC Class Mown
stock began trading on the New York Stock Exchangger the symbol “TWC.” Time Warner Inc. (“Time \ar”)
currently owns approximately 84.0% of the commartikiof TWC (representing a 90.6% voting interest) also
currently owns an indirect 12.43% non-voting comrstotk interest in TW NY Cable Holding Inc. (“TW N) a
subsidiary of TWC. The financial results of TWCisearations are consolidated by Time Warner.

Recent Developments
Separation from Time Warner, Recapitalization ancgRerse Stock Split of TWC Common Stc

On May 20, 2008, TWC and its subsidiaries, Time MéalEntertainment Company, L.P. (“TWEhd TW NY,
entered into a Separation Agreement (the “Separdtgreement”) with Time Warner and its subsidiari&rner
Communications Inc. (“WCI"), Historic TW Inc. (“Hisric TW”) and American Television and Communicaso
Corporation (“ATC"), the terms of which will govefAWC's legal and structural separation from Timeriiéa.
TWC's separation from Time Warner will take plabeotugh a series of related transactions, the oenaoer of each
of which is a condition to the next. First, Time ker will complete certain internal restructurimgrtsactions not
affecting TWC. Next, following the satisfactionweiver of certain conditions, including those men#d below,
Historic TW will transfer its 12.43% non-voting comon stock interest in TW NY to TWC in exchange for
80 million newly issued shares of TWC's Class A coom stock (the “TW NY Exchange”).
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Following the TW NY Exchange, Time Warner will colete certain additional restructuring steps thdk mvake
Time Warner the direct owner of all shares of TWClass A common stock and Class B common stockiquely
held by its subsidiaries (all of Time Warner’s rasturing transaction steps being referred to ctilely as the TW
Internal Restructuring”). Upon completion of the Tifernal Restructuring, TWC'’s board of directorsao
committee thereof will declare a special cash dimitito holders of TWC'’s outstanding Class A commsimck and
Class B common stock, including Time Warner, irmarount equal to $10.27 per share (aggregating

$10.855 billion) (the “Special Dividend”). The Spedividend will be paid prior to the completiofi ®WC'’s
separation from Time Warner. Following the recéipflime Warner of its share of the Special DivideRd/C will
file with the Secretary of State of the State ofddare an amended and restated certificate of racation,
pursuant to which, among other things, each outstgrshare of TWC Class A common stock (including shares
of Class A common stock issued in the TW NY Exclegrajpmd TWC Class B common stock will automatichiy
converted into one share of common stock, par véluel per share (the “TWC Common Stock”) (the
“Recapitalization”). Once the TW NY Exchange, th& Tnternal Restructuring, the payment of the Sgdecia
Dividend and the Recapitalization have been coraglefWC's separation from Time Warner (the “Sepand}
will proceed in the form of a pro rata dividendadifshares of TWC Common Stock held by Time Watodrolders
of Time Warner's common stock (the “DistributionThe Separation, the TW NY Exchange, the TW Interna
Restructuring, the Special Dividend, the Recagitdion and the Distribution collectively are reéstito as the
“Separation Transactions.”

The Separation Agreement contains customary covgnamd consummation of the Separation Transacisons
subject to customary closing conditions. As of keloy 12, 2009, all regulatory and other necessavgigmental
reviews of the Separation Transactions have baefazorily completed. Time Warner and TWC exptbet
Separation Transactions to be consummated inr$tegfiarter of 2009. See Item 1A, “Risk Factorsy’d
discussion of risk factors relating to the Separati

In connection with the Separation TransactionsQbmpany has been authorized to effectuate a estosk
split of the TWC Common Stock at a 1-for-3 ratio.

2008 Bond Offerings and Credit Facilities

On June 16, 2008, TWC filed a shelf registrati@aesnent on Form S-3 (the “Shelf Registration Statetii)
with the Securities and Exchange Commission (tHeC’S that allows TWC to offer and sell from timetime
senior and subordinated debt securities and detvanta. TWC issued, in total, $7.0 billion in aggaee principal
amount of senior unsecured notes and debentures thwlShelf Registration Statement in two undetemipublic
offerings on June 19, 2008 and November 18, 200e(tively, the “2008 Bond Offerings”). Pendingetpayment
of the Special Dividend, a portion of the net pext®from the 2008 Bond Offerings was used to repawpble-rate
debt with lower interest rates than the interettsan the debt securities issued in the 2008 Biffetrings, and the
remainder was invested in accordance with the Cogipanvestment policy. If the Separation is nohsommated
and the Special Dividend is not paid, the Compaitlyuse the remainder of the net proceeds from2(@8 Bond
Offerings for general corporate purposes, includamgayment of indebtedness.

In addition to issuing the debt securities in t6@& Bond Offerings described above, on June 308, 20@
Company entered into a credit agreement with a ggbically diverse group of major financial instituns for a
senior unsecured term loan facility in an initigheegate principal amount of $9.0 billion with aitial maturity
date that is 364 days after the borrowing date ‘@068 Bridge Facility”) in order to finance, in pathe Special
Dividend. TWC may elect to extend the maturity daftéhe loans outstanding under the 2008 BridgaliBafor an
additional year. As a result of the 2008 Bond Oxffigs, the amount of the commitments of the lendeder the
2008 Bridge Facility was reduced to $2.070 billidkVC may not borrow any amounts under the 2008dgrid
Facility unless and until the Special Dividend éclhred. The financial institutions’ commitmentduad
borrowings under the 2008 Bridge Facility will esgoupon the earliest of (i) May 19, 2009, (ii) ttete on which
the Separation Agreement is terminated in accomariih its terms or (iii) the completion of the Seation.

On December 10, 2008, Time Warner (as lender) &€ Tas borrower) entered into a credit agreemard fo
two-year $1.535 billion senior unsecured supple@lastm loan facility (the “Supplemental Credit Agment”).
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TWC may borrow under the Supplemental Credit Agrestnonly to repay amounts outstanding at the fimatlurity
of the 2008 Bridge Facility, if any.

TWC'’s obligations under the debt securities issmnetie 2008 Bond Offerings and under the 2008 Bridg
Facility and the Supplemental Credit Agreementgau@ranteed by TWE and TW NY. For more informatibouat
the 2008 Bond Offerings, the 2008 Bridge Facilitylahe Supplemental Credit Agreement, see “Managéme
Discussion and Analysis of Results of Operatiorgs inancial Condition—Overview—Recent Developments—
2008 Bond Offerings and Credit Facilities” and N@t® the accompanying consolidated financial statas.

Caution Concerning Forward-Looking Statements and sk Factors

This Annual Report on Form 10-K includes certaiortffard-looking statements” within the meaning & th
Private Securities Litigation Reform Act of 19951€Be statements are based on management’s cupeactations
and beliefs and are inherently susceptible to datgy and changes in circumstances. Actual resudtg vary
materially from the expectations contained hereie th changes in economic, business, competittebnological,
strategic and/or regulatory factors and other facaffecting the operation of TWC's business, idaig the
Separation. For more detailed information abouséhfactors, and risk factors with respect to thenGany’s
operations, see Item 1A, “Risk Factors,” below &Bdution Concerning Forward-Looking Statements” in
“Management’s Discussion and Analysis of Result®pérations and Financial Condition” in the finaaection
of this report. TWC is under no obligation to, angressly disclaims any obligation to, update terats forward-
looking statements, whether as a result of suchgd® new information, subsequent events or otketwi

Available Information and Website

Although TWC and its predecessors have been indhke business for over 40 years in various legah§,
Time Warner Cable Inc. was incorporated as a Dakawarporation on March 21, 2003. TWC'’s annual repn
Form 10-K, quarterly reports on Form 10-Q, curmemorts on Form 8-K and any amendments to suchrtsefiled
with or furnished to the Securities and Exchange@dssion (“SEC”) pursuant to Section 13(a) or 1%(fihe
Exchange Act are available free of charge on thegamy’s website abww.timewarnercable.coas soon as
reasonably practicable after such reports arerelactlly filed with the SEC.

Corporate Structure

The following charts illustrate TWC's corporateustiure and its direct or indirect ownership intéiests
principal subsidiaries (i) on an actual basis aBedember 31, 2008 and (ii) after giving effecthte Separation
Transactions. The subscriber numbers and RGUs;tknng debt and preferred equity balances presdigtenv are
approximate as of December 31, 2008. Certain iredrate entities and certain preferred interestd helTWC or
subsidiaries of TWC are not reflected. The subscnitumbers and RGUs within each entity indicate the
approximate number of basic video subscribers aad&attributable to cable systems owned by sudtyeBasic
video subscriber numbers reflect billable subscslveho receive at least TWC's basic video serni@Us reflect
the total of all TWC basic video, digital videoghispeed data and voice subscribers. Therefordystsber who
purchases basic video, digital video, high-speed dad voice services will count as four RGUs.
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Structure Chart prior to the Separation Transactions:
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® The principal amount of TW's debt securities excludes an unamortized fairevatljustment of $114 milliol

@ Twc is also the obligor under an intercompany livam TWE with an aggregate principal amount of $&ilon.

() The bank facilities exclude $2.070 billion in contiménts of the lenders under the 2008 Bridge Fgagctit.535 billion in commitments of
Time Warner under the Supplemental Credit Agreeraadtthe $125 million undrawn commitment of LehrBaothers Bank, FSB (“LBB”)
from TWC's available borrowing capacity under i&Gbillion senior unsecured five-year revolvingdit facility (the “Revolving Credit
Facility”). For more about the Lehman Brothers Hofs Inc. bankruptcy, see “Management’s Discusaiuth Analysis of Results of
Operations and Financial Condition—Financial Canditand Liquidity—Outstanding Debt and MandatoRgdeemable Preferred Equity
and Available Financial Capac—Lending Commitment”

® TW NY Cable is also the obligor under an intercompkan from TWC with an aggregate principal amooir$8.7 billion.

) The subscribers, RGUs and economic ownership istetisted in the chart for Time Warner Entertaintrédvance/Newhouse Partnership
(“TWE-A/N") relate only to those TWE-A/N systemshich TWC has an economic interest and over wiiMIC exercises day-to-day
management. See “—Operating Partnerships and Vlemures—TWE-A/N Partnership Agreement” for a mdegailed description of the
TWE-A/N capital structure
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Structure Chart after the Separation Transactions:
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® The principal amount of TW's debt securities excludes an unamortized fairevatljustment of $114 milliol

@ Twc is also the obligor under an intercompany livam TWE with an aggregate principal amount of $&ilfon.

®) The bank facilities exclude the $138 million commméint of Lehman Brothers Commercial Bank under B@82Bridge Facility and the
$125 million undrawn commitment of LBB from TWC'sailable borrowing capacity under the Revolving @ré&acility. For more about the
Lehman Brothers Holdings Inc. bankruptcy, see “Mgmaent’s Discussion and Analysis of Results of @pens and Financial Condition—
Financial Condition and Liquidity—Outstanding Delstd Mandatorily Redeemable Preferred Equity andlabke Financial Capacity—

Lending Commitment”

® TW NY Cable is also the obligor under an intercompkan from TWC with an aggregate principal amooir$8.7 billion.

() The subscribers, RGUs and economic ownership istietisted in the chart for Time Warner Entertaintr@dvance/Newhouse Partnership
(“TWE-A/N”) relate only to those TWE-A/N systemsivhich TWC has an economic interest and over wiiMIC exercises day-to-day
management. See “—Operating Partnerships and Vlemtures—TWE-A/N Partnership Agreement” for a mdegailed description of the

TWE-A/N capital structure
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Services

TWOC offers residential and commercial video, higleesd data and voice services over its broadbarld cab
systems.

Residential Services
Video Services

Programming tiers. TWC offers three main levels or “tiers” of vidpoogramming—Basic Service Tier
(“BST"), Expanded Basic Service Tier (or Cable Remgming Service Tier) (“CPST”) and Digital Basicrdee
Tier (“DBT"). BST generally includes broadcast teteon signals, satellite-delivered broadcast neks@nd
superstations, local origination channels, a feaciadty networks, such as C-SPAN and QVC, and pudicess,
educational and government channels. CPST enalfi&éssBbscribers to add to their service nationgioreal and
local cable news, entertainment and other speaigityorks, such as CNN, A&E, ESPN, CNBC and Discpvin
certain areas, BST and CPST also include propyiédaal programming devoted to the communities T¥édves,
including 24-hour local news channels in a numbeitees. Together, BST and CPST provide custometis
approximately 70 channels. DBT enables digital @idabscribers to add to their CPST service up pocqimately
50 additional cable networks, including spin-offlasuccessor networks to national cable servicegs networks
and niche programming services, such as Histogriational and Biography. Generally, subscribe SR&T and
DBT can purchase thematically-linked programmiegstj including movies, sports and Spanish langtiage and
subscribers to any tier of video programming cartipase premium services, such as HBO and Showtime.

TWC’s video subscribers pay a fixed monthly fee bagethe video programming tier they receive. Subsce
to specialized tiers and premium services are euhag additional monthly fee, with discounts gelhegrvailable
for the purchase of packages of more than one serfice. The rates TWC can charge for its BST serii areas
not subject to “effective competition” and certaideo equipment, including set-top boxes, are suliferegulation
under federal law. See “—Regulatory Matters” below.

Transmission technologyTWC's video subscribers may receive service tghoanalog transmissions, a
combination of digital and analog transmissionsrosystems where TWC has fully deployed digitahteology,
digital transmissions only. Customers who receiwelavel of video service at their dwelling or corrial
establishment via digital transmissions over TW&/stems are referred to as “digital video subscsibé\s of
December 31, 2008, 66% of TWC's basic video subecsiwere digital video subscribers.

Digital video subscribers using a TWC-provided t&gt-box generally have access to an interactivgraro
guide, Video on Demand (“VOD”), which is discusgmdow, music channels and seasonal sports packaggsl
video subscribers who receive premium servicesrngéipealso receive “multiplexversions of these services. Dig
video subscribers will also have access to theséces using a television enabled with tru2vidyechnology,
which TWC expects will be made available by thiaffes in mid-2009. See “—Technology—Cable SysterSst—
top Boxes” below.

The following table presents selected statistieahdegarding TWC'’s video subscribers:

December 31

2008 2007 2006
(in thousands, excep
percentages)
Homes passe® 26,76¢ 26,52¢ 26,06
Basic video subscribe®) 13,06¢ 13,25. 13,40
Basic video penetratic©) 48.¢%  50.(%  51.4%
Digital video subscriber(d) 8,627 8,027 7,27(C
Digital video penetratio () 66.(% 60.2% 54.2%

(@ Homes passed represent the estimated number afeseeady single residence homes, apartment argbooinium units and commercial
establishments passed by T's cable systems without further extending the trassion lines

® Basic video subscriber numbers reflect billablessuibers who receive at least basic video ser

© Basic video penetration represents basic videocsiliess as a percentage of homes pas
@ Digital video subscriber numbers reflect billablébscribers who receive any level of video servictneir dwelling or commercial
establishment via digital transmissio

© Digital video penetration represents digital videtscribers as a percentage of basic video subssi
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On-Demand servicesOn-Demand services are available to digital visielescribers using a TWC-provided
set-top box or, when available, a tru2way-enabdéglision. Available Ordemand services include a wide selec
of featured movies and special events, for whigtasgte per-use fees are generally charged, anddmess to
selected movies, programs and program excerptstiroadcast and cable networks, music videos, local
programming and other content. In addition, premagrvice (e.g., HBO) subscribers receiving servicas TWC-
provided digital set-top box generally have act¢esbe premium service’s On-Demand content witlaalditional
fees.

Enhanced TV servicesTWC is expanding the use of VOD technology teddtice additional enhancements to
the video experience. For instance, as of Dece®be2008, Start Over , which allows digital video subscribers
using a TWC-provided set-top box to restart seiegprogress”’programs airing on participating cable networks
broadcast stations directly from the relevant cle§nmithout the ability to fast-forward through corarcials, was
available to 47%, or approximately 4.0 million,T0/VC’s digital video subscribers. TWC received anryriv
award in 2007 for its Start Over service. TWC hagun rolling out other Enhanced TV features suchoaé Back
™ which utilizes the Start Over technology to alleiewing of recently aired programs, and Quick €M, which
allows customers to view short-form content tiedh® cable network or broadcast station then bewmtghed. TWC
is also working to make available Catch Up, whidh allow customers to view previously aired progrsthey hav
missed.

HD television. In its more advanced divisions, as of Decembe2B808, TWC offered up to 95 channels of
high-definition (“HD”) television, or HDTV, and exgets to continue to add additional HD programmingra
2009. In most divisions, HD simulcasts (i.e., Haghels that are the same as their standard-defiribunterparts
but for picture quality) are provided at no addiibcharge, and additional charges apply only fordtiannels that
do not have standard definition counterparts. iditaxh to its linear HD channels, TWC also offerO
programming in HD and, on select channels, HD mogning viewed using Start Over is presented in HD.

DVRs. Set-top boxes equipped with digital video recosdeDVRSs”) enable customers, among other things, t
pause and/or rewind “live” television programs aadord programs on the hard drive built into thietep box.
TWC also offers HD DVRs, which enable customersetmord HD programming. Subscribers pay an additiona
monthly fee for TWC’s DVR service. As of Decembér, 2008, 47%, or approximately 4.0 million, of TWC’
digital video subscribers also subscribed to itsRDaérvice.

High-speed Data Services

TWC offered residential high-speed data servicesetrly all of its homes passed as of Decembe2®18.
TWC's high-speed data services provide customelts avfast, always-on connection to the Internegh-Bpeed
data subscribers connect to TWC's cable systenmg@scable modem, which TWC provides at no chargehich
subscribers can purchase on their own. Generalbscibers pay a flat monthly fee based on thel lefveervice
received.

The following table presents selected statistiecahdegarding TWC's residential high-speed datactters:

December 31,
2008 2007 2006
(in thousands, excep
percentages)

Homes passe@ 26,59: 26,24¢ 25,69
Residential hig-speed data subscribe®)(© 8,44 7,62( 6,64
Residential hig-speed data penetrati(@) 31.8% 29.(% 25.9%

@ Homes passed represent the estimated number obpigd data service-ready single residence hompagneent and condominium units and
commercial establishments passed by T's cable systems without further extending the trassion lines

® Residential high-speed data subscriber numbemsctdiillable subscribers who receive TWC's Road fufi* high-speed data service or any
other residential hic-speed data service offered by TW

© The determination of whether a high-speed datacsilies is categorized as commercial or resideigigenerally based upon the type of
service provided to the subscriber. For examplidneéfCompany provides a commercial service, theailier is classified as commerci

@ Residential hig-speed data penetration represents residentia-speed data subscribers as a percentage of honsesi|
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Road Runner. TWC offers four tiers of its Road Runrigrigh-speed data service in all of its systems: durb
™  Standard, Basic and Lite and, in New York Cityglso offers Extreme. Generally, each tier offiifierent
speeds at a different monthly fee, although TW@$ting consumption-based pricing in one of itsratieg areas.

In TWC’s more advanced operating areas, Turbo offers sbbss speeds of up to 20 mbps downstream and 2
upstream. In addition, in the majority of its syate TWC provides Turbo subscribers with Powerb&bstvhich
allows users to initiate brief download speed taurgien TWCS network capacity permits, and it is in the preoaf
rolling Powerboost out to its Standard subscribers.

TWC'’s Road Runner service provides communicatiatstand personalized services, including e-mail, PC
security, parental controls, news groups and omhd@), without any additional charge. The Road irurportal
provides access to content and media from locéilpme and international providers and topic-sgeahannels,
including entertainment, games, news, sports, kravasic, movie listings and shopping sites. Iniadd, in 2008,
TWC launched the Road Runner Video Store, whicmjiersubscribers to rent or purchase televisionvshend
movies for online viewing.

TWC provides high-speed data service over its lafilvier coax (“HFC”) network using Data Over Cable
Service Interface Specification (“DOCSIS”). In thhjority of its systems, TWC has deployed DOCSI§ and it
plans to deploy DOCSIS 3.0 selectively in its sygteluring 2009, which will enable TWC to deliveesgs
significantly faster than currently achievable.

In addition to Road Runner, most of TWC'’s cableays provide their high-speed data subscribers adtess
to the services of certain other on-line providéersluding Earthlink.
Voice Services

Digital Phone. TWC offered its Digital Phone service to neallyodits homes passed as of December 31,
2008. Most Digital Phone customers receive unlichiteal, in-state and U.S., Canada and Puerto &itlimg and a
number of calling features, including call waitirmgller ID and Enhanced 911 (“E91E®rvices, for a fixed month
fee. TWC also offers additional calling plans watlvariety of options that are designed to meetensts’particular
needs, including a local-only calling plan, an onited in-state calling plan and an internationdlireg plan.

The following table presents selected statistieahdegarding TWC's residential Digital Phone suibses:

December 31

2008 2007 2006
(in thousands, excep
percentages)
Homes passe® 25,94. 24,61. 16,62t
Residential Digital Phone subscrib(®)(©) 3,74 2,89( 1,86(
Residential Digital Phone penetrati( 142 11.7% 11.2%

@ Homes passed represent the estimated number daDRgione service-ready single residence homesgtnagat and condominium units and
commercial establishments passed by Ts cable systems without further extending the trassion lines

(b) Residential Digital Phone subscriber numbers refidable subscribers who receive a residentitdrimet protocol (“IP”)-based telephony
service. Residential Digital Phone subscriber nusias of December 31, 2007 and 2006 exclude 9,000.@6,000 subscribers, respectively,
who received traditional, circi-switched telephone servic

© The determination of whether a Digital Phone subsciis categorized as commercial or residentigkiserally based upon the type of service
provided to the subscriber. For example, if the @any provides a commercial service, the subscribelassified as commerci:

@ Residential Digital Phone penetration represersisleatial Digital Phone subscribers as a perceraéegital Phone service-ready homes
passed

Commercial Services

TWC has provided video, high-speed data and netandktransport services to commercial customerevfer
a decade. During 2007, TWC began selling Businésss@hone to small- and medium-sized businesséas in
majority of its operating areas and substantiatinpleted the roll-out in the remainder of its opi@gareas during
2008. The introduction of Business Class Phonelesd®VC to offer its commercial customers a buradleideo,
high-speed data and voice services and to compeatasd bundled services from its competitors.
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Video Service:

TWC offers commercial customers a full range oleadgrogramming tiers marketed under the “Time Warne
Cable Business Class” brand. Packages are desigmeeet the demands of a business environmentfbyiraf a
wide variety of video services that enable busieess entertain customers and stay abreast of mesedher and
financial information. Similar to residential custers, commercial customers receive video servioesigh analog
transmissions, a combination of digital and anatagsmissions or, in systems where TWC has fulplaed
digital technology, digital transmissions only.

High-speed Data Services

TWC offers commercial customers a variety of higleexd data services, including Internet access, iteebs
hosting and managed security. These services feedfto a broad range of businesses and are redriatler the
“Road Runner Business Class” brand. Commercialcsilizss pay a flat monthly fee based on the le¥skovice
received. Due to their different characteristieanmercial subscribers are charged at differensridtan residential
subscribers. As of December 31, 2008, TWC had 283¢dmmercial higlspeed data subscribers. In addition, T
provides its high-speed data services to othereoaérators for a fee, who in turn provide highespdata services
to their customers.

Voice Services

Business Class Phone service includes unlimitedl lattrastate and long distance in the UnitedeStatanada,
Puerto Rico, US Virgin Islands, Guam and Saipawelsas a toll-free service for a flat monthly rafes of
December 31, 2008, TWC had 30,000 Business ClamseP$ubscribers.

Commercial Networking and Transport Services

TWC provides dedicated transmission capacity onétsvork to customers that desire high-bandwidth
connections among locations. TWC also offers ptmrpoint circuits to wireless telephone providens o other
carrier and wholesale customers. TWC's virtual gévnetwork, or VPN, services enable customerséo u
IP-based business applications for secure commtimnsaamong geographically dispersed locations|enddso
providing customers high-speed access to the leteamd provide secure access to the Interneefoote users,
such as traveling employees and employees workarg home or a remote location. TWC also offers et of
Ethernet services that are designed to provide-$jigded, high-capacity connections among custonteral area
networks, or LANs, within and between metropolitaras.

Service Bundles

In addition to selling its services separately, TW@cused on marketing differentiated packagasnwtiple
services and features, or “bundles,” for a singieep TWC offers bundled services to both its restéhl and
commercial customers and, increasingly, these m&st® subscribe to two or three of TVé@rimary services. TW
customers who subscribe to a bundle receive auliédmm the price of buying the services sepayaisiwell as tF
convenience of a single monthly bill. TWC also @tinuing to develop services that are availablg tmcustomer
who subscribe to a bundle. See “—Cross-platforniufea’below. TWC believes that bundled offerings increiés
customers’ satisfaction with TWC, increase custora@ntion and encourage subscription to additiéestures.
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The following table presents selected statistiecdhdegarding TWC'’s customer relationships and doplay
and triple play subscribers:

December 31,

2008 2007 2006
(in thousands, excep
percentages)
Customer relationshif@ 14,58: 14,62¢ 14,56¢
Double play®) 4,79¢ 4,702 4,647
Double play penetratio) 32.9% 32.2% 31.%%
Triple play© 3,09¢ 2,36: 1,52:
Triple play penetratio(®) 21.2% 16.2%  10.2%

@ Customer relationships represent the number ofcsildess who receive at least one level of senéteompassing video, high-speed data and
voice services, without regard to the number ofises purchased. For example, a subscriber whchpees only high-speed data service and
no video service will count as one customer retetiop, and a subscriber who purchases both vidédigh-speed data services will also
count as only one customer relationsl|

® pouble play subscriber numbers reflect TWC cust@méro subscribe to two of TWs primary services (video, hi-speed data and voic¢

© Double play penetration represents double playsiliess as a percentage of customer relations

@ Triple play subscriber numbers reflect TWC custaneho subscribe to all three of TWC's primary seesi (video, high-speed data and
voice).

© Triple play penetration represents triple play suibrs as a percentage of customer relations

Cross-platform Features

In support of its bundled services strategy, TW@ticwes to introduce features that operate acvas®t more
of its services. For example, TWC provides neamy-thirds of its digital video subscribers who alsbseribe to it
Digital Phone service a Caller ID on TV featurettti@plays incoming call information on the custois¢elevision
set, at no extra charge. TWC has also introdudedtare called “PhotoShowTV” in the majority of dperating
areas that gives digital video subscribers whobagle a TWC-provided set-top box and subscribe taCT8\Road
Runner highspeed data service the ability to create and gshanepersonal photo shows and videos with othelCl
digital video subscribers using its VOD technololjyaddition, TWC has launched a website,
www.twondemand.coprand an iPhone application, which provide substslwith access to the entire catalog of
available VOD titles and the ability to conductieass searches, including searching for VOD titest tare most
popular in the subscriber’s local area. In 2009, ¥kpects to launch remote DVR management, whitlhaliow
customers who subscribe to TWC’s DVR service totbednternet to program their DVRs, and a residéphone
web portal, which will allow Digital Phone subsagils to use the Internet to modify Digital Phonddess, make
payments and listen to voicemail.

Advertising

TWC earns revenues by selling advertising to natiaegional and local customers. As part of theeagents
under which it acquires video programming, TWC ¢gtly receives an allocation of scheduled advergigime in
such programming, generally two or three minuteshpeir, into which its systems can insert commdéscigubject,
in some instances, to certain subject matter liioita. The clustering of TWC'’s systems expandsstiae of
viewers that TWC reaches within a local designategket area, which helps its local advertisingsalgsiness to
compete more effectively with broadcast and othedia In addition, TWC has a strong presence ircthatry’s
two largest advertising market areas, New York, HiYd Los Angeles, CA.

In many locations, TWC has formed advertising ‘fintginects” or entered into representation agreesneit
contiguous cable system operators to deliver lgdéafierted commercials across wider geographicsareglicating
the reach of the local broadcast stations as msigfossible. TWC also sells the advertising inventdrcertain
regional sports programming networks. In additibw/C’s local cable news channels and VOD offerings/fle it
with opportunities to generate advertising revenue.
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Advanced Advertising

TWC is exploring various means by which it couldize its VOD and other advanced capabilities towie to
television advertisers the same kind of advanceeériding offerings and measurement data curreatthilable to
Internet advertisers. For example, in several ginis TWC provides overlays that enable digitakadubscribers
with a TWC-provided set-top box to request addaidanformation regarding certain advertised produasing the
remote control, to “telescope” from a traditiondi/artisement to a lonfprm VOD segment regarding the adverti
product, to vote on a relevant topic or to recenare specific additional information. These tods de used to
provide advertisers with important feedback abbatiinpact of their advertising efforts. TWC alsareutly
provides anonymized VOD and enhanced TV viewing dafits programming partners. In addition, in 2008/C
and certain other cable operators formed a jointure, Canoe Ventures LLC (“Canoe”), focused orefigying a
common technology platform among cable operatarghi® delivery of advanced advertising products semices
to be offered to programmers and advertisers. T8 through Canoe, to expand its measuremenbititipa in
order to provide anonymized viewing data to manietad strategic partners to serve as the fourrdafids
advanced advertising platform.

Wireless Ventures

TWC is investing in technology to provide subscrébeith the ability to access its video, high-spdath and
voice services outside the home. In November 20@8C and several other companies collectively invest
$3.2 billion in Clearwire Corporation, a wireles®adband communications company (“Clearwire Corafid one
of its operating subsidiaries, Clearwire Commurna® LLC (“Clearwire LLC,” and, collectively with lgarwire
Corp, “Clearwire”). TWC invested $550 million forembership interests in Clearwire LLC and receiveting and
board of director nomination rights in Clearwirer@oClearwire LLC was formed by the combinatiorSgfrint
Nextel Corporatio’s (“Sprint”) and Clearwire Corp’s respective wigsk broadband businesses and is focused on
deploying the first nationwide fourtipeneration wireless network to provide mobile bimatl services to wholes:
and retail customers. In connection with the tratisa, TWC entered into a wholesale agreement &fitint that
allows TWC to offer wireless services utilizing Byis second-generation and third-generation netvenod a
wholesale agreement with Clearwire that will alldW/C to offer wireless services utilizing Clearwsahobile
broadband wireless network. TWC is also a partitip@a joint venture with several other cable camps that
holds advanced wireless spectrum licenses. For mfmenation about these wireless investments, se®perating
Partnerships and Joint Ventures” below.

Marketing and Sales

TWC'’s marketing strategy primarily focuses on basdbf video, high-speed data and voice servicekjding
premium services, offered in differentiated, bugyetp understand packages that also provide autisémm the
price of buying the services separately and the@@oience of a single bill. Bundles are generallykated with
entry level pricing, which provides TWC's custontare representatives the opportunity to offer dolui services
or upgraded levels of existing services that magpygealing to targeted customer groups. In addiiC offers
its customers a price lock guarantee, which alloustomers to enter into a longer-term contract WithC at a set
rate. As of December 31, 2008, more than 1.0 milib TWC'’s customers had a price lock guarantee.

TWC utilizes its brand and the brand statem&hg Power of YoM, in conjunction with a variety of integral
marketing, promotional and sales campaigns andigehs generally on a local or regional basis. T&/C’
advertising is intended to let its diverse bassulifscribers and potential subscribers know thatatcustomer-
centric company committed to exceeding customeqséetations through innovative service offeringd anstomer
service. This message is delivered via broadc&8F website, its cable systems, print, radio atihe&iooutlets
including outdoor advertising, direct mail, e-maih-line advertising, local grassroots efforts and-traditional
media.

TWC also employs a wide range of direct channefte&gh its customers, including outbound telemarget
door-to-door sales and marketing in retail storesddition, TWC uses customer care channels dvabind call
centers to increase awareness of its service oferiPromotional offers with third parties are aseey part of its
strategy, and an area in which TWC works with tlpiadties such as consumer electronics manufactanersable
programmers.
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Customer Care

TWC believes that improving customer care contebub customer satisfaction and lasting customer
relationships, which results in increased penetnatind retention of its services. TWC’s customee Girategy is
focused on four key components, including:

e Continuous Technical ImprovementFocusing on continuous improvement in network genfance
through technology and operational enhancemenrtiiding deploying redundant fiber networks, high
capacity optical transport and IP elements, nereggtion DOCSIS services and support for two-way
customer premise equipment. Operationally, advanaell force management and remote network
surveillance and restoration tools provide for @ased efficiencies in dispatching TWC's techniciand
resolving custom«reported issues quickl

« Ease of Acce—Providing customers several means of gaining médion, answering questions, placing
orders and reporting service trouble. Multiple fadens, including phone conversation, web based
interactions (chat and email) and interactive fiaiggs all contribute to making TWC easy to accessdo
business with

» First Call Resolutior—Enabling front line employees to solve customeuiries quickly and on the first
call with targeted answers and solutions to custajuestions, problems and needs with desktop tools,
improved care network capabilities and enhancagbhteshooting capabilities; a

« Expand Capacitie—Providing additional care capacity to support costr inquiries, order placement and
trouble reporting, and ensuring that each callaenas the means to route high call volumes toreltave
supporting centers in an efficient and streamlezsmar.

Technology

Cable Systems

TWC's cable systems employ a HFC network. TWC tr@itssignals on these systems via laser-fed fipdco
cable from origination points known as “headendsd &hubs” to a group of distribution “nodes,” anskes coaxial
cable to deliver these signals from the individuadies to the homes they serve. TWC pioneered tttidgtecture an
received an Emmy award in 1994 for its HFC develepnefforts. HFC architecture allows the delivefyveo-way
video and broadband transmissions, which is esdeatproviding advanced video services like VODag Runner
high-speed data service and Digital Phone. As afelder 31, 2008, virtually all of the homes padsedWC's
cable systems were served by plant that had begmnadgd to provide at least 750MHz of capacity.

TWC believes that its network architecture is igfitly flexible and extensible to support its eumntr
requirements. Howeve