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May 25, 2000

AT&T SIGNS CONSENT DECREE WITH DEPARTMENT OF JUSTICE
GIVING ANTITRUST CLEARANCE TO MERGER WITH MEDIAONE

(AT&T today entered into a consent decree with the us. Department ofJustice that
represents the antitrust clearance neededfor the company to close its merger with
MediaOne. The decree requires AT&T to divest MediaOne 's minority interest in Road
Runner no later than December 31, 2001. In the interim, AT&T must keep its
management ofRoad Runner separate from the rest ofthe company. The decree also
allows AT&T customers to continue to receive service from Road Runner on a
transitional basis until June 2002, to avoid disruptions. After divestiture, AT&T may
retain or acquire dedicated Road Runner assets or regional data centers usedprimarily
for providing service to MediaOne's customers. AT&T may also, after divestiture, move
MediaOne 's customers to Excite@Home service.

Also, until two years after the divestiture, AT&T must obtain Justice Department
approval prior to entering into certain agreements with AOL-Time Warner regarding
cable modem or residential broadband service. Generally, prior consent would be
required any time AT&T and AOL-Time Warner: wanted to jointly provide a residential
broadband service anywhere in the Us.; agreed not to provide such service in a
particular region; agreed to prevent either side from including a particular feature in
cable modem offerings; or, wanted to prevent either side from offeringpreferences to
another provider offeatures or services included in our cable modem offering. Under
this provision, the Justice Department will approve such agreements unless it determines
that the agreement will lessen competition between AT&T and AOL-Time Warner in any
market.

The following statement may be attributed to Jim Cicconi, AT&T General Counsel.)

We're very pleased to have reached this major milestone in the MediaOne merger
approval process and we look forward to closing the deal as soon as possible.

The Road Runner divestiture is an obligation we always assumed we would face, and the
decree proposes both a schedule and process that are fair and feasible. Before and after
that divestiture, we will remain fully able to roll out new broadband capabilities ­
including high-speed Internet access -- to our subscribers. We are likewise very
confident that the provisions requiring the Justice Department's prior consent for certain

agreements between AT&T and AOL-Time Warner will not impair our business strategy
in any way.

We expect to gain FCC approval of the merger shortly. After that, our intention is to
close the merger as quickly as we can. Customers are clamoring for broadband, digital
cable television, and choice in local phone service. Our acquisition of MediaOne will
greatly increase our ability to deliver all of those highly-sought consumer services. We
can't wait to get started.
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WASHlNOTON, D.C. - Tho Deparrmem ofJustice~~1bat ATIt.T Corp.

has aped10 divest its inter_in Road R.umacc, the ICCCDd 1.IQItIlIt~of'broadb8Dd Intemet

access.. ill oxder to1'C8Obe tAo J)epart:menta IDtftrusI;~aboutAT&TCOIp.'8propoee4

me&pr with Media ODe Ozoop IDe. Broe4henCII..".acc.pellUlts \1IIld to lIB11S111it a4

leceive data atJtlUCh 8f181Cspcc4a tb8Il mepo8Iib1c tbEaaIh.....wbdd" 8CCOII eMIr 0IdiI8:y

In its~ filed today in U.s. DIstrIctCourt ill WasIrinplp, D.C-.1l. DepartI:Dmt

said the. CQII1bimtbl ofAT&T's iuten:sts la~ 8DdMediaODe's iDta'1SbmRae­

~~ sabsJaadllly1essc:a competiUOI1m~~pCllDOlloD," ~of

1lroBdband cant=. Atthe...time, the Depm.1uaeutfiled a IJIVPC*ld CCllI1t8Ot dec:Rek.1f

Jawsuit.

AT&T owns a COIdI'OlJq iDtaest inBI4ft4H~6c....povider of'1lroedbIDII

Jnta'net ac;cess winch js also owDed inpII1 by Comcast Colp.1IDd CGx. Road Rmmer Is

pDDCipall7 oWDedby Media~TimeWarilt:t IDe.,~ aDd eo.up.q. Moltn:sSden1iaI

IaBnetusas who have broIdbmxl IntcmelaGCCII todaITUIt eithera Gable modem ..nce.
povide6by their CAh1e CO!DJ*'Y. or a dilital subsoriberJiae (DSL) tenice~by tbeIr

10rAJ te1cpbooe CODJI*ly- Excite@Ho.mec,m_bas~WA11a:t nptslOpmftde
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cable systemopeato~while R.oed Rannethas cxcJusive~ ripts to~btoadbu.d

cable modem semcCover the cable kilities ofMeclia 0D0 aDd Time Wam:. Together.

Excite@Home aDd Road Runner sene approximately 75 per=Jt oftbc COUZl'tl'Ts cable modem

subscn"bca, aDd a~ ofall residemial btoedbet subacribed-

"ThemelBWasp~would have had anmdcompditiw bapagt OA the emer:1iDe

broadband. marJcet," said Joel I.lCleiD. Assistaut A'tIPmfly Gcoenlln~ of..DoopubaCut'.

A:ntiUustDivision.~ divesIituxe 8SSUrIS1batAT&Twill DOt quireUD.dae lmnge: in its

.'ingswith~ cou.tem povidcn. 8QIJ. AmtriC'AQ CODSUII&emwiD \le1be II1tim&te

UDder the terms ofthe pl'Op08ed couscmdecree. ATItT Isreqaixed11;) exittile Ra8r.t

Rumaa'joiDtveature DO Ja=1hau~31.2001. The~ ft:qUila AXI« to exit*­

joiDtveature prior to 1ba1 dateifotber Edevaut 0WDI'JlS ofR*Rm:rDIrapectp IIIeedIw

depactuR. AT8trwillbe peImittixltomaiDRoad R.nrmer assets 1JSCcI~10 Provfdo

hl~ ATIt:f. requited to obtaiDpiotappova1 frcm..DeparIwIntofJutice

before e.a1CdDB iIdD cmain~of~with 'liIl'lew..-or'Wi1h AOL,vddchhisa

peudiDg m.er&cr aareemcmwi1h1imf:WarDer. That~ 'WIdch woukl1'ClD8hl inplace

for two ycm after AT&T ed1s ROId llUaDer, would apply to 8IIY......1batjoiDdr JlIO.POIOS

to pm'idc • rratlemial broadband senic:eor, IllYaare=cut that W01I14pCW14 eitherpIIty ftom

of.fedD& arasfdeudal broedbazWI scrvice to~ In fitly poppbio... Itwoald •
.

IWl1 to egrecaaD thatwould prmIQt1bc iDcIusicm tJfany conteat Ina cablemodemservice

offi:ncl by eitherparty, or thatwouldprovent e1thctpllty Doua povidi:na prAeadal1I'e'IInaIttO

coateatprov!ckd by obd.

..
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AT&T CoJ:p<ntloa is hc:adquartcrtd ill New YOtt City. In 1999. it bad teVCD*of

appmdm-l1 S61.5 billion.

MediaO.De is beadquarrerod inEngdwood, Colorado. In 1999. ithadtotal~ of .

appolCi'l'l'ely $2.71JiDfoL

M reql1itcd by tM: T1mDcy~ the poposed conscm decao will be pubJi*d m1he

Fodera!~. toaethr:r with fhft~. coJOCi,l2CC:itift bDpGgC "'k;..otm, wbich 'Wil1 be

filed with the Court shmtly. AD:! peDCII1may CClI'D:D)eftt OIl1bcproposed 4ecIecby sobmftti.

commCDll to the Dcpet1:meDto Aftbra6O-clay oommtQtperiod, the UDitedStates wm RP1Y to8JI3

public commeats aDd"«*1 oftb& decneby the Coart.

At tho ocmc1usiou oftbe 6O-day OO'l'JiJIII't paiod,11» coarttM1eDta' the CODSeDt dec:ne

11pOD its fiDdiDg that it SIlIL'VCS the pubJic interest.



IN THE UN1TE]) STATES DISTlUCT COURT
FOR THE DlSTlUCT OF COLUMBIA

UDiteel SlateS of' America
ADutnm Division
Departmeat ofJUitice
1401H Street
WasbiDpD. D.C. zaS30,

Plaintiff,

v.

ATATCorp and
MediaODe Group, In~.,

Defeadlltts.

.
)
)
)
)
)
)
)
)
)
)
)
)
)

. )

COMPlAINT
.

The UnilCd States ofAmerica, actin. unclet the diteet10n oftbe Auomcy Gener.. of the

United Slates, briop this civil action pursuut to Section JS of the Clayton ACt, as amended, 1S

U.S.C. § 2S, to enjoin defendant AT&T Cotp. rAT""") from acquiring defendant MediaOne

<:;rou,. ln~ r'MecS~Onej. jn order CO prevent and n:straiD a violation of Section 7 o(the

ClaytOD. Ace, u amended, JS U.S.C. § II.

Unl.. blodced. AT&T', acquisitiou of MediaOn.'f iDteresl is likely to le.uen

COJftpetibOD .ubstantially ill the market !or &be Iwegation, promouOD. IDd di$tributioo of

broadband eontent. Road RUDner is an hltemet senrice pco'lider that oft'en high-speed~ to

coatent through Qble liMs nationwide. Broadband Jervju is ted1Dology that aUo*s users to
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used telephone dW-up aervjca. Road JWDDcrQODlpctes with &cite@Home, in which ATaftT

owns • substantial equity interat and "oting tODtrol, in aggregaUas, promotiftl md diltributiftg

broadband COlltent. MediaODe holds I .ipifiQDt equity and Inanagement mterest in Road

RuDner. Exciw@Home and Road RuMer serve. significant majority orche nation'. residatial

broadband IDtetDet users.

Throup the proposed merger, conceD1ratioD iD the market for agrepti", promotion.

and distribution of residential broadband ccmtent would be sub5taD.tiaJly iDcrased. Competition

bcNteen Excite@Home IDd !load Runner iD the provision of thac services may be subsWJ~ll1y,
lascned or even eliminated. ThrouSh its control of£,t,ite@Home and its substIDtial infiuence

or control of Road RunDer. AT"'T would S\lbltautiall,.. inerease ics I~erage in dealing wilb

broadblDd c;onleftt providers, cubliDS it to extract more favorable tenDs for such servicel..

AT&rs ability to affect th~$U~of individual CODteut providers also could be used to confer

market power OD individual content providers favored by AT"T.

By aploitiq iu '°ptekeeper" position ill the residential broadband COnteDt mark. to

CXU'ac;t Ulucompedtivc terms and to disfavor~ coateDt providers, AT&T could make it leu

.m-aaive for c;onlCDt providen to iavest in the creation of attractive broadbaDd content thCTcby

tv
The United Stales tbenfore seeks equitable relief against me Def'eodanu Damed herein

aod complains and alleaes as follows:

I. WRJSDICI10N AND VENUE

1. This Complainr is tiled under ScetiOD IS oftbe ClaytOD Act. as amended. IS U.S.C.
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§ 2S, to pRVIDt aDd restrain the violation by 1M Oefend.a.nts, as hereinafter allepd, ofSection 7

of. CJ.ytoD Ad, U 8JIl8Jdeci, 1S U.S.C. § 11.

2. ATAT and MediaOnc are mpled in interstate commerce aod in acQviti.lUbltaDtially

hereto pumwlt to IS U.S.C. I§ 22, 2S ud 21 U.S.C. it 1331, 1337.

3. AT&t:T IDd MediaODe each traDJaCl buliDea. aDd lite COUIlCl in the District ofColwnbia.

Verwo ii proper under IS V.S.C. § 22aud 28 U.S.C. § 1391(C).

D. DEFENDANTS Al'iD THE PROPOSED ACQUISmON

4. AT&T is a corporauOII organized md ~i5UD8UDder the laws ofNew YOlk. willa its

principal omce at 32 Avenue of tile Americu, NC'If Yolk, New York. It it die utioa', largest

long-diSWIce telepbone company, ODe of the Dation's Wiest wirdeu telephony providetS, a

growing local 'Clcpbony provider with natioawide ambitions, one of the top tea JWTowband

InterDet lel'Vice providen, and the D&tiOA'S .ecolld-luge5t cable multiple S)'IfaD op.-ator

('"MSCY'). AT&T'. 1999 rcvenuCl totaled app~ately162.4 billion.

,. AT&T WD1J'Ob @Home Corp.•.k.a. Excite@Home("Excite@Home"), the largest

provi_ orresidential broadband wvice. Excitc@Homc provided residCDtial broadband .Cjt"ice
}~,

over ~Ie i}'Stcm1 to approximately t.S million md user !ubsaiben u of the rIOt ClUII'ter of

2000, M4 its subscriber base is I"Owing rapidly. AT"T currently hold5 approximately a 26%

equity mterest iA F.xcite@Home and over SOOn of die votiDg stDc:k tbroulb AT&T I

, owncrthip

ofIeI related 'OIDpaDia. AT~T reeendy entered into aD agreemeftt which, ifimplcmenwl,

will .isnifiQltt1y increase its voting connl over Exeite@Home.

•3·



6. Exc.ite@Home bas CXc.lU5ive <:ooa&a rights to provide ruidCfttial broadband Internet

acrvi~over the cable facilities of iu three 'PriD~ipal equity holders. ATItT. Comeut

Corporl1:iou. and Cox Communications, IDc. These cable MSO.~t for over 35% or me

aanoa', appcoximately 63 million ubJe sub5Cribers. Excite@Home also pmvides residential

broadbaDcl terYige over the cable facilities ora Dumber ofother c:able system operators

utionwide.

7. MediaODe GroUP. formerly US WESTlMediaOuc, is. corporation organized aDd

existing UDder the laWi ofdic State of Delaware, with its prioc;ipal place of busiDus in

EnJlewoocl. Colorado. II owns Ilumaous eabl~ Iystems and is the aation', HYeDda IVlest cable

MSO. Medi.One also balds a 2S.S1% equity iDWest in Time Warner Encena.iament Company,

L.P. ("TWE"). TWE owns and operates IlUmerous cable systems. &ad holcb iatel'eSm iD cable

prosrammin& actworks. iacludiDI Home Box Offitc lHBO") and CoW'tTV, and production

compani161Uda U WarDer Brothcn. MectiaODc's 1999 rcveaues totaled approximately S2.7

billion.

•. ServieeCo LLC? a limited liabilicy company owned by several Time Warner related

cutia. M edi.Ooe. uad lub.idiuia of Microsoft Corporation lad Compaq Computer

Corporation. is thllCCOnd lariat provider of residential broadband 5G'Vi~ in tbe UDited St1tes.,
using Ibc trade DUDe "Road RUDDer.?" M of the rot quarter' of 2000. Road RuDDer provided

rQidattiaJ broaclband service over cable systems to more tban 130.000 end uer fub,cribers. &ad

its sublCriber base is arowilll rapidly. MediaOlle owns approximaleJy 3'% otload Runner:

approdmuely 2S% of Iload Runner thrCNJh a dirca ownership intereSt ia !he holdi. company

that owns Road Runner ate! additionaJ indirect oWDership through MediaOne's interest in TWE.

-4.



Cert&iIlIload boner decisions require the c;oDHnt of all of the Road IWcmcr.oWDen, but ~IDY

imPOr'WJt decisioDS require Daly 1he C011e:utre:DCe ofMediaene and Time Warner.

9. Iload RunDer has ec:dlllive c:001raCt ri&hls through Dec.ember, 2001 to proVide residential

broadbilld savjce ovcrthe cable facilitia ofiu two cable parcDts. MecfjaOD. lAd Tim. Wimer.

Time Warner is &he DAtiou'. largest ~Je MSO. Mec1iaOnc ad Time Warner c:ombined ac:eouat

for mOfe 1han 2'% of the nation'J 63 million eo&ble JUbscribcrs. 1tDad. RuDDer also provides
,r­.

residential broadband IDtenJd service over tile cable facilities ofsevcnl other ~blc splan'

10. Toaaber Excitc@Home and Road Runner KJV, a 5ignificaot majority ofme Dation",

11. On May 6, 1999, ATaT emcrccl into an AgRcmCDt ad Plan of Merzer with MediaODe

pwsuut to whidl AT&1 &geed to purchase the itDck and Ulets orMediaODe for

approximaldy SS6 bilJioD. followiag the consummation oflhilnasaa;Oft, ATAT will own III

effective 34% equity stake in Road Runner and wiU have ,ubstaatial m.an&pmCDt righa.

12. The aetiviti. of the DefendantS an within the flow or. aDd subltaDtially 1Ift'ect. iDterlwe

commerce.

m. RELEVANTMARXET

13. IntaDel acceu is an impor1&Dt Ml"\ice demanded by ever-iacreuiDs Dumbers of

,y..
.',

Americana. The vast majority orresidential UJerS or tile Intemet tGday aecess it via "dial-up"

modems: their computer uses a standard telephone line to connect to 1I11Dte:met Service Provider

\15P") which in tum connects the user to the Internet aDd any proprietary or exclusive QOment

-5.
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offered by tb~ ISP as a part of its service. Tbis H1Viee generally a1loWi usen to feftCl and

receiv~ data It mcs or S6 tilobits per second or less aDd is relerred CO as "'narrowband" access.

14. A rapidly JrOWiIII number of residential utCQ are ac:cessiJlS Ibe IDta'Dct tbroup

~and" natwocb and teebncloJiCi. ""Broadbmcf' serviee alloWl users tD HGd ad receive

~ at rates IUbnantialJy Jreater thaD are possible using DmTowblDd servicoc. Btoadbaad users

may receive data at ratel up to 2S times faster thlD IR currently provided by uanowbud acceu
{J

using ilaDdard clial-up IDOdCl.. '

IS. In order to provide raidcutial broadblDd serviCCy au ISP must bave aa;e$S to

traDmLWiOD facilida d1at arc capable or c:arryiD& data at a hip faut between the facilities of the

ISP _tf the homes ofmdividual subscriben. The two principal types oftransmiuioll fac:ililies

used today to provide this acc:ess to residential QJStomen are the DetWOrks owned by cable

compama aDd lcx;al tel-phone compania.

)6. Cable companies originally designed their networks t.o provide ODe·way transmiJsioa of

information (i.e.• vidm programming) 10 QlltDmerl' homes» but ill rec:em. yean IDlDy Qll)le

complDia have upgraded their Daworkl to provide the QpabiJit)' of'two-way data1raDsmissioD

ncedecl for residentiAl broadband seJVi~c. Subsaibus ac:cess the lDteruet over computers ,r-
~,

GODnected to a cable modem or, in some CUC6. over their televjsiou couected to • cable Jet.top

box couraia.ina' cable modem. The cable modem lends and receives _ over me cable

mmpuy', Pnsmwioll facilities to the facilities afme residCDtiaJ broadbUlCl 'eM" provider.

cable modem scrvju pneralJy offers downItrUm tranamis5jon (i.e.• from the ISP 10 the

residence) ,t rata ofup to 1.5 MbPJ-1 Mbpt, 2S times (aster tbaI\ dle CuteSt dial-up CODDeaiODS

DOW available



17. Disital subscriber line r'DSL") technology is used to enhaDce the U"Um1iNioll

capabilities ofcbe matinS copper wires ("loops") which telcphone companies have connc1ed to

homes to pro~dc telephone ICIVicc. DSL. which recruit. UScrJ 10 ....e a DSL modem attached

256 Kbps aDd I.S Mbps. DSL service may be provided by Ioc:aI CClepbofte~C5 or by

other finDJ which COIltrl.Ct with the local teJepboDe compa.oy (or the usc ofitlloops. Bec,u?,of, ,
tec:bnj~ limitatiODl, and because upgrades of telephonc netwOrks wbic.h are needed to provide

DSL service have Dot becD completed in maay areal, DSL service is available only to • portion

of tC'5icleaces which have local telcpboQC .crviGe.

JI. Broadband trlDimiaiioD to raiclenca is also provided thro1.aSb satellite teehDololY,

-'Uch uses a radio relay station in orbit abo"'e the earth to receive, amplify, end redirect signals.

Satellite broadband servic. are provided by dirca broadcl5t latellite ,'DBS") proyidcrs IUch as

DIRECrv Iftd lDay be provi6ed within the Oeltt .evaal years by low earth orbit ("'LEO")

satellites deployed by firms such as Tcleclesic. At praent, this teehoololY provides ooly one-

way broadband transmission; Ibe sucllile provider transmits dati doWD.ItJ'aID to tbe c.onsum.',

Ilom~ but me CODSUmCl" must UN telephone lina for the up$U'eaID tJ"aDlmwioD of data fto,(rbe

bonae. Although satellite providers are workiDg to .ddress this defigeoc:y. two....y satellite

broldblDd Mr'Yice to the home may not be available for MVerai years.

19. Broadband traDsmi5lion may also be provided through "f&Xed wireless" teehnologics.,

indudiDllocaJ multipoint distrib\lticm Iyncm. ,LMDS") aDd mulric:Jwmel multipoint

di5tributiOD systems ('·MMD~n). Fixed wireless technology typically usa znicrowlvc

trIAJDlia5ioa flGilities to uansmil dau to and from residential 'OI\S\Jmers. Ahboup firms are

.,-



iDvestins sipifiQIlt SWDS ofmODey to develop fixed wirelesl technology. raidencial broadbaod

service using suc:b ~bDology is not yet available on a largc scale to CODSUm.., and likely will

DOt be commercially deployed OD a large sc.aJe in the immediate future.

20. As of urly 2000, tpproxilnately 7o-~ oftbe '1.lb,criben to residenUal broadband service

usc a cable modem scnice in which data is transmitted over the facilities of. cable company.

DSL services arc thes~ most frequeady Ulcd, but though the D.\llDbcr ofDSL UlCIS it r
pvwUlS rapidly, DSL still lap substantially belWld c;ablc modem SCl"iee ia muket patltration

ad ace;cptance. Satellite and fixed wireless servicea have oaly • very small portioa of

ruideatiaJ broadb.nd subscribers.

21. Of1hc seven largcst c:abte MS05. fIVe have tonU'aeted witb Excitl@HomcorRoad

Rullftet 10 provide R$ideotial broadband 5erVice over their gabl. faeilities. Excite@Home ed

Road Runner rosedJer suv, a signifiQ,ftt majority of the 5ubscriben who receive residential

broadband service over cable facilities. and alipific:a.o.t majority of all resideatial broadblDd

lubscribcrs.

22. Becausc of the rapid growth ift the number of residential broadbaod subscribers. and the
t',

expectation mat there will soon be YCl}' large auxnbers of such subscribers, many firms ve

developins COntent that will be particularly auraai". to raideDtiaJ broadband 03l11U11lerl. The

IraDsm.i$5ion capacity of resideatial broadband service .HoWi CUIt01Der1 to .cc.ca COlltc:Dt that

contains mudl larger quantities of data, such u high quality ustreamm." video IDd vaOOlII

forma of imeraaivc entcrt.ainment. Much or this broadband conteat will DOt be readily

i~sibleor IQrKtivc 10 urrowblDd usm,bocause of cbe much 10IlJ- times liIat are n.sed 10

-I..

f',
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23. A larp ponion ofthe COIb ofproduQDI residential broadbiDd con1eD~ arc fIXed COlts,

which do DOl vary 9ihedJ. the coateDt is provided to a very sm&J1 or very large Dumber of

CODSW1lal. Once dJis CODteIlIlw been produced, the incremental COlt of makiDg it available to

additiODaJ COnJWJ1erJ is very low. The f'8VCU\IC that can be~cdby • COIltc'l1t provietar, on the

otber band, it very much depeadent OD the lJumber of coDSUmers who UIe that COuteDl. Cootent
f',

providers may Am revenue in I variety of ways - from tile 5&11 of IdvertisiDs. from daargiDg

cvd UICt'S fOI ac.c:as to the "Ontan, from the sale ofproducts or servica mme:ted tbrouah tbe

Intenaet - IDd most of the fCVcaue opportUDities are substaDtiaJly eabaaced in proponioG to

increased numbers of CODSumcrs wbo lCiCCSI the content or services. Content providers produce

most broadband content with national di,aibution ill mind. larlely in order to maximize the

poteDtialllwnber or consumers they Will reach, thereby lDaximjziq adverti5ing and OCher

24. ATieT and Time Wamer (I co-owner of Road. RuDner) are subltUltial providen of

conteat and servica which are or could be delivered to end usen tbrouab residential broadbllld

facilities.

25. A relevant product market affected by mis trlDSa.etioa is the market for agreptioft,

promotioD, and dj&tribution of broadbud contellt aDd lervic:a. The success or failure of

CiOllteDt providen clepenck greatly on their ability 10 lUrea luse Dumbers ofCOD5UIDCB.

Extiu:@Home. (Wad Runner, and other residential broadband service providas aDd ..portals"

can IUbsWltially CDlw1~ or de!rla from I CODtcDt provider'5 ability to reach Iarse DumbG5 of

QII1Omcn. A portal generally is Ul Internet site containing. uftm paac" u well U ICVeral

subsequent pases, thai users ICC wilb I high degree of frequency. These pales aggregate links
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to • variety of typa ofcontent IZld services. and faciliwe \15m' efforts to (md CODtent aod

servica by prvvicliDl search eagiDa. ~ee and bnDcb" indcxCl, and promiJlmt liIW to IDtemet

content ad aeMQS, u well U proprietary Q)Dtmt and .erviCei. Most JSPI, iacludiDg

(i.e., the fint screeD' U'eI' sees upon access). There are al50 portal. indepeDdcnc of major ~Ps

•
IUdl as Yahoo and Lycos. A lllge Dumber of c:uscomer. acce&S c;om.eat providers tbro1J8h

portals and therefore c:ootcDt providers leek prommea.t links by which 10 proJDote their COGtc:nt

aDei draw users to their sites. The more favorable the placcmCDl ofa liDk (e·s·,"fU'St Ptl."

rather than subSCClUaLt P..... link that iDcludes a larsC[ lbarC of the screec, etc.>, me. greater

the C"Dntent provider"s likely audience; a4vertiJiDI revau., IDd profitability.

26. For proviclers of broadband contCllt, i.e., CODfeat that either reqllu-es broadband .peeds

or is much luperior whco viewed at broadband .peeds. links that will attract more broadbltld

CUItOrDen, Iftd only broadband Q1Stomers, are more nJuablc tIwlliDb lbat will be 1CCft"

p~omiDaatly by UITOwband users ,..110 will DOt KC&SS broadband COI1te1lt. Therefore. lieu

dial will be viewed by the sea...at mass of Internet uloeI"S-a tubst&Dtial m~ority of whidl -(:d.y

are llIITowbll1d Ulc:r....rc DOl a good tub.tiMe for liDles lb.at will be widdy ad Ql:lusively

27. 1D. addition. ~Dte.ot providers seck aetwork ta'Vj~ tuch u caching that win CaciIitatc

dac diRibutioft of their dlta 10 U 10 euhuce die quality IDd ~ibiJjl)'of their CODtent.

CamiD! stores. CiOI1&eDt provider's content at various loutioDS throughout the ~fIy. GlO5CI"

to end users, lhcrcby improvinS speed and perf'orm~" This i. a paniculacly impo11aDt SItV;c:e

(or broadband CODtem provjders who must rely on me rapid delivay or larse. quantities of data

-10-
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ill order to provide me mOlt attractive conteot. Broadband contalt provider'S. therefore seek

favorable c.athiollDd data distributiOD arnopmCOUy as well as favorable terms for agrcption

ad promotioa of their CODteDt, in order tD atnel mote euatom...

21. The agreptiOD IDd promoUOD of conrail, IDd the e:ffieieat phyaicaldiltributioll of

wnteot, ITe valuable .c:rvi'Ci 10 content providers that heavily influence their success or fJhure

in Ibe content market. Content providers typically CODtrKt on a nationwide basil with rums

that provide sucb services. ne relcvlllt goographie marker for the aggreptioD, promotioD, IDd

distribution ofbroadblDd CODtent is the United Statc5.

29. Excite@t1ome and Road R.1.mIler are positioned U) becoomc two of the mOlt im.portant

providers ofaggregatioD. p1"Omotioa, and di'tributiao of residential broadbaa.cl amICDt. By

vinue of the large nwnbcr of subKribers to their residential broadbmd 5el'Vicest both rums will

be able 10 .ipificutly ..,i5t or retard the competitive effMts of broadband CODrant provideJ5,

by SfUtil1& or wi1hholdiAg aggeeption t promotion, aDd duuibutiOD services, or mroup me

prica.. tenu, aDd conditions by Whjcb lud1 savicu aTe provided. Moreovery because or"ir,
olllDenhip affiliations IDd mtdusive contrects with many orme larpIt~leMSOI. it is

UAlikely that other providm of resiclefttiaJ broadband services win be able to errter anel atIrId

comparable DUlDbc:rs of IUbsaibers in me near term.
:.

IV. ANT1COMPETITIVE EFfSCT

30. UpGIl eonsummatioo. the proposed acquisitioa would pve AT&T complete owuenhip

and control oftbe asseu aDd holdinp ofMediaODe, indudilll MediaOnets direct md idirect

holdings in Road kunDcr and sipificant influence over Road RuDner'. operations an4

-11-
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manapmellt.

31. AT&T's poIt-mergu OWDe:tShip iDraest in Road kunacc will entitle it to participate in

die~c:eor Road !WIlDer, to haw effective veto powa- OYer mill' Road·Ram.acr

manapman decisioDl, to be preMOt It meetiDp of Road RuDner', Melubers' Commiace. ud-r,
10 obtaiD all information available to members of tbe Board ofDirectoR, iaduclia&

mmpditively .casitive informatioD.

32. . AT&T's eom:rol over lWad Rwmcr and ac;ccss to competitively HftIitive WOI1IlaUOD

combined with its COIltJOl crver Exeite@Home and access to competitively sensitive iaforawioo

could facilitate collusion and coordiDauOll between £xcitc@Home and Road Rwmcr ad

subst&Dtially 'essen COIDperlUon in cbe market for aggregation. promotion, ad dduibution of

resideDtiai broadband CODtent. Financial benefItS derived from this recluaiOD in competition

would ICQU' in part CO AT~T throup its equity iDterests in Ex~ite@Homeand Road RuDDer.

33. lfdte pJOposed mugct were consummated, conceotratioD in me market for aggrep1ioll,

t

I
~

wb.Wrtially illCl'OSed, and competilion betWeen Excite@Home IUd ao.d Rumter in the

provision of5Ucb services may be subst&Dtially lessened or C'lell eliminated. Through ill

promotion, and distributiOD of rcsidCD.tW broadbaod conletn aDd se[Vices would be t',

control of Excite@Home aDd subst.aotial iDfluCD<le or coDU'ol of Road Rwuler. AT&1:1~Id

have Nbstllltially iDcreued leverage in dealing with broadb.d coment providen, which it

could l1se to extract more favorable tenDs for JUch services.

34. The iDaeucd levcraae dJat A.T&T -ould acquire ift this market could also be used to

promote or retard the JUeuu or iadjvidual t.Olltent pro~den IJld chcrcby collfer market power

on individual c:oAtent providers flvored by AT&tT. AT&T wuld profb froaalbe creation aod

-12-



eercile of such market power either through direct ownership of a favored aJnteDt providu, or

by oblaiDiDC p.)'IIleou 60m favored CODIlem providers in exchange for favorable trcatmlDt by

Excit4Hom~ aDd Road RuDDer. 8y expJoitiDg its "gatekeeper" position in me raidCDtial

broadband ~1artmarket AT4T could make it len profitable for u.oaffiIj.-l or disfavoraf,
CODteDt providcn to iavC$t ill the creation ofattractive btoadbucl contalt, IDd thereby reduce

tbe quantity and quality of CDDleftt availlble.

v. VIOlATION ALLEGED

35. Pursuant to • merser agreement dated May 6, 1999, AT&T aIld MediaODe intend to

consolidlUC or lIIerae their busiDeua.

36. The effect of the combination of AT.T aDel MediaODC may be lubstantiaJJy to J.'eD

competitiOD ill inwsure trade and QOIMlc:r" iD violation of Section 7 ofthe Cllyton Act, 15

U.S.C. § 18, in the followiDC ways, IIDOI1I others:
{~

e. aauaJ and potential competition berween Excite@Home and RDad lWnQ.,. ill the

.......tion, prolDotioll. and disDibutiOD ofbroadbud coateDt wjJl be

b. compecition ill the market for the aagr-egation. promotion. aDd distributiOD of

broadbmd COOleD! will be IeueDed substantially;

c. pric:es for the agregatioa., pmmotion, ud distribution of broadband contmt are

likely to inause, ud the quality and/or quantity ofsuch .crvica are like'y ID

.~
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VI. REQUEST FOR RELIEF

WHEREFO~PWl2tiffpraY':

37. That AT&cT·s propmed CODSolidation lAd merger with Medi&ODe be Idjudpd a
I~,

viol.dOD or Sec:tioD 7 of the ClaytOn Act.

pcrIOU acting OIltbeir bcbaIf from QOus~mmatin8 the merger asrecment described ill

PNagtaph )1 or &om S0iq forward with aDy Other plan or qreemeat by which AT"T would

merle with or acquire MediaOoe. its capital stock, or any of its ISMU.

39. That the Court impose 5uch additiooal equitable relief it deems necessary IIIJd proper.

1
I
~

c(!M.!fkJIY4.....N-O-.414969)
Laura J.fiihb~ ,
La'WtCDce M. frmkel
Peter A. Gray
Juanita HanU
Yvette F. Tarlov

Trial Anomcys
Antitru.t Division
U.S. Deplltllleut ofJustice
14101 H St.rcet. N.W.: Suite 1000
WuhinJlOD, DC 20530
(201) 514-5621

~n.X'.l

Direclor ofOpentioDs

Donald J. Rw-.
Chief. Telec;ommuniQtions Tuk force
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UNITED STATES DISTRICT COlJllT .
FOR THE OISTlUCT OF COLUMBIA

.r~

.',
United Stlte5 ofAmerica,

Plaintiff'.

v.

AT&.T CoJp.lDd
MeliiaODe GtouP. IDe.,

DefcndaDU.

)
)
)
)
)
)
)
)
)
)
)

Civil No.:

filed:

00 1176

smux....TEP 0lWBB.

The COurt hereby enters this Stipulated Order. ordering and adjudgjng u folio..: r
(J) Thc Coun has jurisdiction O"Cf the lubjec;t lDan.cr of this actiOD and over each olthc

parties hereto. md 'Venue ofthis aaion is proper in this Court.

(2) A Final Judemcnt in the form hereto attaChed may be filed lAd altered by the CANrt,

upon the mot,oll or1ft)' party or upon the Court'. own motion, at any time after compliuce with

the requiremenu orebe Aatitru.l PrOCX!dures and Penalties Act. IS U.S.C. § 16. and without

further notice to any party or other proceedings, provided that plaintiffbas DOt withdrawn its

coosa!. which it may do 4It any time before entry oCtbe proposed FiDal Judpsem by NrVing

notice thereof OD defCDdants and by falin! that notice with the OnJrt and ,,,,vided dlIt

J)e(endul$ have DOt abandoned their proposed merger aod withdrawn their fiJinl under ther
,

1



Han·Scott-Rodino AntitnJIt Improvemcm Act. IS U.S.C. § 181.

(3) Dacac1aDtt ihIll abide by and comply wjth cbe provisioDI of the JlfOposecl Final

Judgment peodinl CIltry of the Final Judgment by the Court, or UDtiJ apiratiOll oftime for~I

appc:ab of aft)' CoUft NUnl decUoiftS entry or tbe proposed Final IudgIDen~ and ,baU. from the

date of the sipiul o(this Stipulation. comply with all the terms aDd provisioDS of the proposed

FiD&! Judsmem as thouib the lame were in fuji force IDd effect as iii order of the CcNn.

(4) This Stipulated Order sb.n apply 'With eqUll force ucI effect to Illy amended

proposed Fillal Judpnebt qreed upon in writing by the parties IDd submiued to the Coun.

(5) 1D the event plaintiffwithdrllws its COnsCDI or Defendants .baDdon their propoJed

merpi' and withdraw their filing under the Antitrust Procedures and Pen.ltia Aet, u provided

in paraaraph (2) above. or in the event that me Coun declines to eI1t8r the propoled FinaJ

IlJdsmeat pursuant EO dUs StipuJation. the time has expired for all appeals of10)' Coun ru1Uaa. r
declining eAtry of cbe proposed FiDal Judpent, and the Court has nototh~ordered '

coutioued compliance wiab the terms and pro~ilions of the propo.ed FiDaJ Juclgmml, dJen the

partiC5 are released from all t\anher obJiptiODS vDder this Stif\llation, aDd the makina of this

StipullDOD shall be wid10ut prejudice to any party in UUJ or aDy other proceediDl_

(6) Defadants. having represented mat the divestiture ordered in the proposed Final

Judgmeat can aDd will be made. will Dot raise cJlim.s ofhardship or difficulty as

l",
2
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lTounds for askina the Coun to modify auy of the divestiture pfOvisi~ oontained therein.

The undcniFed pU'lies hereby stipulate to the eDlry of this Stipulated Order.

fOR PLA1NTtPF' UNITED STATES Of AMElUCA:
r,

JoeJ I. Klein
Alsirtlllt Attorney GezacRJ

A. Doualu Melamed
Printipal Deputy AssilWlt AUomey General

CoIISUDCe K. Robinson
Director of OperAtions and Merltr Enforcement

Donald J. &lulll
Chief, TeJeeommumc:atiom Task Force

Laury Bobbiih
AssjStaD.1 Chief, Tclec:ommuoicatioos
Task Force

aau~
D.C. SarNo. 414960
Lawrence M. Prmke!
D.C. BarNo. 441532
Attomeys
Telecommunications Task Force

FOP-DEFENDANT AT&T CORP.

l&\.C{~
Mark c. Ilosmblum
~J.Lafaro

AT&T Corp.
29S North Maple AVCDue
BaskiDa fti., NJ 07920
(908) 221-~OOO

3

U.S. Depanm&nt ofJu5tiee
Antitrust Division
1401 H Street. N.W.
Suite 1000
Washiqtan. D.C. Z0530
(202) S14-5621

David W. c.zpeDter
D.C. Bar No. 306084
David L. LaWlOn
Sidley. A_a
Bank One Plaza
Chicago, IL 60603
(112) 853..1237

l~,
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UCDcK. Gotts
Wac:ht8ll, Lipton. IloseD & KIIZ
Sl West 52- Stdnet
New York. New York 10019

FOP. DEfEM)ANT MEDIAONE GROUP, INC.

Sf~ C. L:y ,\(,~
SeUI C. LilldAY ~
MectiaOoe Group,. Inc. .
JlllIlvemess Drive West
Suite 600
Englewood. CO 80112
(303) 151-3507

STIPULATED OlDElt APPllOVED fOk Fn..ING

Done this _ day of May, 2000

United Stues District Judee

..
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UNTIED STATES DISTRICT COURT
FOll l1iE DISTRICT Of COLUMBIA

I'~,,

Ullitcd Scates of America

AT_T Corp., lAd
M.cIiJOne Group,me.

Plaindff',

v.

)
)
)
)
)
)
)
)
)
)

Defeadants. )

Civil Ae:tiOll No.

Filed:

fINAL .nJDGMENT r,
WHEREAS, plaintiff, United State! ofAmerica. filed its Compltint on May 25. 2000;

AND WHEREAS, plaintiff and defendants, AT&T Corp. ("'AT&T') and Mcd·i.as.c

GrOlJp, 1D~. ("MccliaOnc"), by their respective attomeys. bave consented to the entry of thjs

final Judgment without trial or adjudicanOD ofuy issue of(aa or law, aDd without this Final

l\JdgmeDt COIIstitutiD8 uy evidence against or admission by any pany reprdiDg any issue of

fact or law;

AND WHEREAS, AT.tT ad McdiaODe qrec to be bound by die proviJions ofrhis

Final Judgment pcndiDl its approval by the Cowt;

AND WHEREAS, the esseoc:e of this fill,. Judgment is che reorpnizanon of unain

J"
business rela.tionships or AT&T and MediaODe to assure that competition is not IUbsWltiaJlt

Jessened.



AND WHEJU!AS. p~intiff requirCl AT&T UJd McdiaOne to re&trV=u-e certain ofrheir
. r~

businas reJatioDShips for the purpo$e of remedying the loss of competition alleged in the t
Complaint;

AND WHEREAS. ATilT and MediaOne have represented tb&t che t.tnJc:turing required

below can md will be made. tbat AT.lT and MediaOne un U$Ure 'OmpHali" with the

requinmcncs of1his Fmal Judgment., and that ATAT aDd MediaOne will later raise ftC claim of

hlrdship or difficulty IS Founds for askinS the Coun to modify any of the provisions relating to

the reqUired resttlltturinl or the limitations OJ1l5Ubscqvcnt agreements contained below;

NOW THEREfORE. befon:: any testimony is taken. without trial or adjudication ofmy

issue offaet or Jaw. and upon (;()nsent of the putiC$, it is ORDERED, ADJUDGED AND

DECREED:

I. Juritdidion

f',

This Coun has jurisdiction over the lubjKt matter of and each of the puties to Wi

aa10n. The Complaint .Iates a claim upon which relief may be graated against defendants UDder

Section 7 orthe Clayton Act. as amended, 15 U.S.C. § 18.

D. DdiniUODS

As used in this Final JudpneDt:

A.. "Affiliate" means any per&on, corporation. putnerslUp, or joisu ""UJre dlat (directly

or indirectly) OWN or COftuoJs. is owaed or controlled by, or is under common oWllership or

C:ODtrQl with, another perIOn, corporation. partDet1hip. or joint vCDture. For purposa arthis
r~

definition. the term "0Wt!" means 10 own an equity interest (or the equivalent thereot) or sri
pe:r~t or more.
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