
B. uAT"r Ineans AT&tT Corp.,. New York eorporatioD with its headquanersr
. . ,

New York. New York, its IUCCeSsors IDd usigal, and iu pareacs. majority-owned sub5idiaria,

clivisioos. group$, IDd dleir offic:eJ"l. manaleD, -scnts. aDd employees. For PUPOHS of Section

IV or this Fina11udpeat. MAT&1" or ill Affiliates 5ba11 not iDelude Liberry Media or IIDY

cJtity wbieh WO\IJd ba iD~luded withiD the dcfinitiOM of~ATar or AT.T'. Affiliatas solely

bCCauK of Liberty Mediat I ownership iDterests.

C. "Cable Modem Service" means my Residential Broadbud Service Provided over

cabl. facilities.

D. "MediaOnel'l means Medi.One Group. Inc., aDela~ corporation wich its

beadqlWter$ in Enllewood. COlorado, iu ~"essorlend USign5. aDd its pareDts. majority

owned subsidiaries, divisions, pups. and their officers. manaaen, ag=ts. aDd employees. r
E. "Operating Agreement" means the aareement emidcd Amended and 1latatec3

OpCJ"&tiog Agreemcot of ScrviceCo LLC. dated ''Inc 12. 1991. amons CabJe HoldCo LLC.

Microsoft Bov. 1Dc:.• Ind CPQ Holdings. lnc.

f. "Residential Broadband Servic:e" means any service offered to raidcptial

customers in the United States of America that pcrmiu usen Ie) tranSmit and r"cive imol1'ftatton

using lIltemet protocols at speeds which may exceed )28 kilobits pet second.

G. "ServiceCo" means ServiceCo LLC. a Delaware limited liability company.

R "Servic:eCo1nterC5t" mCAD5 any direct or indired fmuacial OWIIenhip Usterelt

i", Uld any dina or indirect role in mlJllgcment or participation in GODUOJ 0(. ServiceCo Uj
,

to be held by AT&T punuant to AT&T'slcquisition of McdiaOoe. However, any ServiceCo

lnteresl held U ofMay 8, 2000 by AT&T or MediaOne solely by vit!ue ofOWlImhip of a
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limited pannenhip iutetat i.D Time Wamcr EotertaiomeDt ComplllY, L.P.•haJI not be

wnsidcred a ServiceCo Interest for the purpotG ofthis JudgmeAl.

H. "Time. Warner" means Time Warner> In~.• a Delaware <mpOration with its

r,

headquarters in New York. New York, Time Warner EotcctaiDment Co., L.P., ad ServiceCo,

their 5Uc:c:aaofS and Ulip', aDd their parents, divisioDS, pups, and majority-owned

lUbsidiaria; aDd any legal enuty thll is 6Ubjcet to • merger or other asrecment with Time

WlI'Der.IIl~_an4 that would be included within this definition wheD I\Jch agreement is

COD$\JJDmated.

m. ApplicabRity

Thii Fina! Judpumt applies to AT.tT and Mc:diaOne. as derIDed above, IIDd all olber,.,.,
~

pcrsoDS ill .aive QOncen or p~p.tiODwith uy of them who rueive aetualllOtice of chis '

fiaaJ Judernent by personal service or otherwise..
IV. Ratruct1llring

A.. AT&T or Medi.Ol'le sbaH divest the ServiceCo Inunst em or before December

31.2001; provided, howev., dw this divestiture obligation shall Dot prohibit ATIcT', Of'

MediaODe's reteDtiol'l or acquisition or USetS dedicated solely to the provisiOD oE service to

MediaOne CUS10mUS or any regional dati. centcri that arc used predominandy (or Ibc provision

of5ervi'C to MediaOne customCf5 as deriDed in section 6.3(b) of the Operatiq A8"eement

B. AT&T and Medi.One must satisfy the requirc:mcats of Seerioa TV (A) of this r
Final Judplent through one of the methods described in this Se.ction IV (8) (I). (3):

(1) "T&l:T and MediaOne shaIl take an oeceulJ)' steps to implement <a) lbe
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,r·
diJsolution of ServiceCo pursumt to the terms of'cetiotls 6.1 and 6.2. or the Open.~!lI

Agreemect; and (b) the distribution of the ServiuCo as5etS pursuant m the terms of

seaioD. 6.3 oftbe OperatiDc AgrcemCD~ provided. however. U1at DotwitbltaDdina uy

other~aJ rip of AT&T or McdiaOne. AT&T and MediaODe Iha11 cousent to

the Itquisitioll by Time Warner of &D)' or aU of ServjceCo's rcrnainml assets (i.e. those

ISsetS remaillinl after ATAT or MecSiaOnc: reuin or acquire Assets) at the fair market

value oftbose assets (determined by I third party appraisal if me parties do not asree on

valuation) so IonS as AT~T or McdiaOne are permitted to lease capacity em tbose Ulm

aad transitional support services at fair market value uDtil JUlle 30. 2002 in order to

maintain the quality of Cable MocSemServica that ATaT IIld MediaODe otTer to ttzeir,
c:urtomcn; or

(2) ATItT and MediaOne shaH take aU pecessary 5tCp5 to divest ~e ServieeCo

Interest pursuaft~ to aeaioll 9.3 oftbe Operating AgreemeDt~or

(3) ATaT and MediaODc shall implement an aJumabve plan for dNcstiturc of

the Scrvi'OCo Interest that has been &&reed to by AT&T and McdiaOnc: and approved in

writina by Plaintiff in its sole discmion.

C. If the rllDaining parties to me Operating Agreement whose conseDt i, required

offer 10 allow AT&:T and MediaOne to taminate their affiliatiOD apement and divest the

ServiceCo Interest pursuant to either of the methods specified in Section IV (8) (I) or (2) above

r
after me dOliq of the metier betWeeJ1 AT&T and MediaOne an4 prior to December ~ 1. 2~1.

ATAT and Medi.One shalr accept that offer and divest the ServiceCo intereSt on the date

proposed by the other panies; provided mat AT~T or MediaOne we permitted to lease capacity

s



.,,,
on those assets and tlUSitionaJ support serviees at fair market value until June 30, 2.002, in order

to m&intain the quality of Cable Modem Scrvica that AT&r ud MediaODcoff'er to their

customers.

V. Liaitadold.e Sublcqueat A&nelDCllb

A. Priotto the arli. of Decembet 31.2003 or two yean after AT.T'. Uld

MediaODc', divaticurc of Ibe ServiceCo hllc:r~unleu they obtain the prior conMDt of

PlaiDtifF, AT&t!, MediaOne.and their AffUi.. lhall Dot (1) enter into my contractual or other

amngement with Time Warner to jointly offer or provide any wbolesal. or maililesideatial

Broadbmd Servju; (2) eter Uno my c.oDtraaual or other aannganeat with Time Warner that

~

has the pwpolC or effect ofpreventins AT&T, MediaOne, th.ir AffUiates or TimeW~ trinn

otrerilll or providinla wholesale or retail Reside.Dtial Broadband Service in uy eeographi,

reaion or to any group of CUStOmers; or (3) em.er into any cootractual or other lTTIn,emcnt with

Timc Wimer lhat has the purpose or effect of preventing (a> AT"T, Mec:ljaOne. their Affiliates

or Time Warner from iPcludiuS uy coateat. .ervice5. capabilities, or fearures iD lOy wbolen1c

or telaiJ Cable Modem Service offered by AT"T, MediaOne. their Aff'iliues. or Time Wuner;

or (b) AT.r, ModiaODe or their Affiliates from grantil1l preferential trutmeat in ally whGlaale

or mail Cable Modem Service offered by AT&T, Me4iaOnc or tbeiT Affiliates to content,.

,-"ic:es, capabilities, or features otrered by any persOD other thin Til'lle Wamer, or Time

Warner from pant",g preferential treatment in aDY wholesale or fail cable Modem Scrvice.rJ
.',

offered by Time WItDIt to content, services. Qpabilities, or (eatures offered by .,.y person other

tban ATlcT, MediaOJl~or their Affiliates.

B. Plaintiff'shaJl consent to a proposed contractual or Olher amnacment if it
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determines in iu sole disaetioD that such arrangement ';11 not substautiaUy lessen ~petitiOD

between AT&T and its Affiliates. and Time Warner in any market. PlaintifCshaJl be deemed to

bave eonsenteel to the proPOled arraDgel1lCOl ifPlaintiff has not proYideci written obj~n

within 30 daYi of me wbmilliOD or it request for PlaintifT I CODSent. If Plaintiffprovidcl a

written objcaioD to. request within the 30 day period, PlaintifTs determiDation lball he tiDal

and bindinl uaJeu, OD applicatioD by AT&iT or MediaOnct the Court ~c1udes &hat Plaintiff

abused its dilaeUOI1 in refusiDg to conscal to ID Igeemenl

C. AT4T's aDd Medi.Onct
, panieipatioD ia the management and .ovemuce g{

ServiceCo prior 10 completion ofme restructuring required by Section IV in accordance wi~tbe
~,

requirements ofSection VI IDd itS agreement to recejve tranaitional services ill accord wjdJ

Seaion IV slWr not "Violate the ratrietioftl Of'Seecioll V.

VI. ATAr. and Medi.Onc's Interim rarticipatioa iD tlte
Me'lelDeDI and Goverulnce of SerYiceCo

Until me divestitwe required by this Final Judsment hu been ICCOIJ1plilhed. AT&T and

MediaOne shall conduct their relationship with Servic:eCo in accordante with all of the

requirements lpccif1cd below, accpt IS Plaintiff'may omerwise consast ill writing:

A. £Xccpt IS JlCCCSsar}' to compJy with this Final Judgment, AT"T aDd MediaOne

Ihal) like aU D~eI.ary stepS to ensure thll tbc Dlanagement oflhe ServiceCo InWIA "nu be

kcpl5cpaJ'ate and apart from, and ttOt influeneed by. the opcntion of AT&T ad ill

Affiliates,and all books, rardsJ iDd compeliuvcly-semjtive HIes, marketiDg, and priC7iJII

information usociated with ServiceCo wilJ be kcpt leparatc and apl1'l (roll1 the books. records,

IIld competitively-sensitive sales, marketinSJ ud priciDS information associated with AT&T'.
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aDd its Affiliatcs' other busi~esses.

B. ATatl and MediaOne are prohibited (1) from participating in or attemPting CD

infhleDcc any d~isiOl\ by ServiceCo repnlm& Servic:cCo'sotrering ofwholesale or retail

residCD1iaJ broacJb...d services to Illy euatomer other than AT&T's, MediaOne"lDd Time

Wamcr'i cable .ystelns; (2) from participatiDS Us or attempting to iAt'JUeDU any decision by

Servir.eCo relatiDs 10 the coateol or aavices provided by any per10D other man Time W&mer to

ServiceCo subscriben; and (3) from impeding ScMuCo's ability to obtain additional capital

fram other direct or indirect holden of equjty in SetviceCo.

C. Upon closmg of the merger of AT&T and MediaOne, AT&T 5haJl appoint at

person or persons (the "Appointee") to oversee the ServiceCo Interest, who will allO be

taponliblc for ATa:T's and MediaOnc's compliance with this cection. The Appointee shan

have complete manaSerial responsibility for the ServiceCo Interest, subject to the provisions of

this fiuJ Judgment and subject to review aDd diremon by AT&T', Cbairmao orebe Board, its

ChicfFinanci.t Officer. its Chief Operating Officer. GeneraJ CounseL and its Board of

DiTecton. In the cvem that the Appointee is unable to perform hit or her duties. AT&T sh.n

appoint I replacement withiD teD (10) "'Orking days. The AppOintee shall have the authority to

act on AT&T's and McdiaOnc's behalf ill exerQsins che riShts under tbe Operating AgreemCllt

and the Affilial;on Aareement that AT&T and McdiaOne are pctmitted to aer~iseUDeler the
~
~.,

lerms ofdUs Final Judament.

1. The Appointee shall be permiued to ~fl$ult with individuals ..wose

respoDSibilitia penain to the MediaOn.e cable systems onJy wheD cecasat)' to exercise

riaJrts under the Operating Agreement and the Affiliation Apeement that AT&T and

8



MediaOne are permitted to aercise UDder the tonD$ ofmis Final JudsmeDt. The

Appointee may disclose nOD-publi~ infonnatioD regarding SetYiceCo'5 Opec.tiollS to

personnel whose responsibilities pataiEl 10 the MediaOne cable 5ySlCDli only wh.

nCCCSlUY 10 exer~.e AT&T', and MediaOlle's manaaemnl rigb.t5, and no such

informatioD reprdiAg SaviceCo's operations may be disclosed by the Appointee orby

pcnonlleJ whOle r,sponlibiJitia pcr1ain CD the Mcdi.One cabJe tyttems 10 Olber

p.1OnIle1 of AT.ltT or its Alf'diateI.

MediaOne or their Affiliates with respouaibiliciC' relatina to me operations of

2. The Appointee shall not c.ommWLicale with any individuals employed by AT&T"
.r,

Excite@Homcor AT&T cable 5yStaD$ other than those acquired from Mc6i.Oac. The

Appointee shall not bC&lVen a"", to any Donpublic iDfonnation reprding the

opuations ofExejte@Home or AT&T cable systems other than those acquired from

MediaOne.

3. Ex.cept for those circumstlft~ provided for in this Section or IS may otherwise

be required by Jaw, in DO event shall any employee of AT&T, MediaOUe or Iheir

Affiliaccs. other dian the Apponuee, have accas to any nonpublic iDformatioa l'C8ardiq

the operatioDS and manasemCDt orServic:eCo.

for !he purposes of dettnniniDg or JCQIIiug c;ompliancc of defendants with thia Fillal

Judgment, and subjea to aay legally recognized privilege. from time 10 lime;

A. Duly autbor&zed representatives of the United Stata DepanmCDt ofJustice, upoD

written request of. duly authorized representative ofthe Assistant Attorney General in dlarge of
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the ADtiUUS1 Division, Ind OD reasonable I1Oci~ to AT&T or MediaOne made to itS principal

office. IhaJl be permitted without restraint or int.c7fareacc from AT&T aDd MecliaOne:

I. to have access durin. office hours of AT&T or McdiaODe 10 inspea and ",pyor,

at plaintiff's option to. request ATAT or MediaOne to J'TOvide copies ofalI boob. .

ledgers. ~ts, correspondence. memoranda, and ocher records and documaJU in the

possession or undcrthe control of AT&T or MediaODe, who mlY have COUDSel preseat,

relating to any mattul contained j1l mil Fiaal Jud.gmeot; and

2. to jnlCrView, either informally or OD the record, and to take IWOnI testimOD}",
from the officers, directon, employees. or asents of AT&T ad Medi.Ooc, who may

have 1heir individual counsel present. relating to any matten contained ill this FiftaJ

Judamcnt.

B. Upon the written request ofa duly authorized rcprcsentari"e or the Assistant

Attomey GenertJ in charge oCdae AntiUUstDivisjon, mac1e to AT&T or Mec:liaOne. AT&T or

MediaOne shill submit vmtten repons. UDder oath iC requested, relating 10 any of the matters

COfttaiDod in dlis Final JvdpneDt.

C. No infonnation or do~meAts obtaiDed by me means provided in t1W section shan

be diVUlged by plaintiff to an)' person other than a duJ)' authorized representative of the
.ro

Executive Branch of the Uoiu:d States, or to the fCC (pursuant 10 a ~omuy prote=ve ohler

or • waiver orconfidentiality by AT&1 or MedjaOne). except in the course of legal pnx.cediaas

to which the United States is a party (indudiDg grand jury proceedmgs). or for the purpose of

MQlring compliance with this final Judgmeat, or as omerwise required by law.

D. If. at the time infonnation or documents arc furnished by AT&T or Medi.One to
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plaintiff. AT&T or Medi&One reprcsen\ and identify in writina the material in any luda

informatioo or c10CUlGeftts as to which a claim of protection may be asserted under Rule 26{c)(7)

of the Federal1lules orCivil Procedure. and marie eacb pertioent page of IUCb material. "Subject

tD claim of proteetiOD under Rule 26(e)(7) of'the Federal Ru1c5 o(Civjl Proc:cdure." thea lell

(10) ealeadar days' Ilotice shall be given by PJaiDtiffto AT&T or Medi.ane prior to cliwlgiaa

such material in any legal proceeding (other thaD a grand jury proceediDg) Ie which AT&T or

Med.i.One is DOt a party-

VIIL ReteatioD of JuriJdittiOD

JurisdictioD i5 retained by Ibis Court for the purposes of coabliDg aDy olthe partiate

Ibis Final Judgrnw ro apply to this Court at lOy time for such furdler ordC1"5 or direetiODI U

may be ftCCQSII)' or approprwc for the COnstruCtiOD or carrying out of this Final JUdgmcn~ for

me modificaUon of Illy of the provisions hereof. {or the enforcement ofcompliance herewith.

IIId for the punishmCD~ ofany violations hereof.

A. The envy of this judsment it in tbe pubU~ inucCIL

B. UralCS5 this Court grants an cxlm$jon. this Final Judsmenc _han Gtpire Oil the tenth

lDoiverqry of the date of its aatry.

Date: -------

Judge. Uni1Cd Swcs Diltri;\ Coun
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CJ:RTlFJCATE OF SERVICE

1hereby certify that copies or the (oregomi PlailJtiff United StI1C5' Stipulated Order

and propoMd PiDal Judpacot, were .aved via U.S. Mail. (1m dus postage prepaid, on this

25m day ofMay 1000 Upoll ca= oftbe parti.listed below:

Attorneys for ATetT Corp:

Mark Ro5enblum
AT&:.TCoIp.
29S Nonh Maple Avenue
Buking JUdSe. New Jersey 07920

Attorney for MediaOne Group, IDe.:

5... Lindsay
MediaOne Group, 1=.
188 IDVemess Drive, West
Suite 600
£oll.-ood, CO 801 12

David Carpenter
Sidley Ill. Austin
Bank ODe Plaza
Chicago, a 60603
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UNITED STATES DISTRICT COURT
FOR THE DISTRICT Of COLUMBIA

v.

UNlTm STATES Of AMERICA.

AT4T Corp., and
MediaOne Gmup, lac.•

)
)
)
)
)
)
)
)
)
)
)
)

------------)
COMPETITIVE IMPACT STATEMENT

The United States, pu1$\W\t to SectiOQ 2(b) of" the AntitrUst Proeedw'es and Paalties Act,

15 U.S C. § 16(b)-(b) ("APPAn
), files chis Competitive Impacl Sweme:ot relating to The .

proposed final Judgment .ubmiued fOf rmry ill lhiJ eMl antitrust procccdin&.

~AYURE AND PURPOSE OF TIlE PROCDDJllfGL ;l"-
t

The United Swa faJed a dvil anlitrust Complaint on May 25, 2000 alleeing that the

propolCd acquisition of ModiaOne Group, IDc. rMediaOne") by AT&1 Corp. ("AT&T") would

violue Section 7 of the ClaytoD Act. 1S U.S.C. § 18, by lesaCAing.c:ompetition ill che ubODwide

market for the agre.ptioa. promotion, lAd distributioD ofresideatial broadband COIUCDt.

ATler, tbmugb its ownersbip ofTCI rctar. 'OJ'Oplllics, boIds a majority oftbcvoUna



services provider. Thrvugh its proposed acqWaitioD of MediaOoc; ATacT will acquire muahJy a

DBlion'l lecDIld-larpst provider of raidmtiaJ bro.dbmG Ic:l'Vica. which operates under the

trade DUlle "Road 1tuftDet."

By CC?mbiDUlS AT&T's con1r01lia.B interest m Exc:ite@Home with McdiaOne'. equity

aDd maaliCIDut iDterat ill Road Rwmfr, the proposed transac:Uon WU1enS to IJUbltaDtialJy
,r". .

lesteD competition by inaAiins c:oncennuoD in the market for aggJeption.. promotion. .\ad

distribution or n:sidentiaJ broadband c:olltel1l Compccition betWeen &cite@Homc and Raad

RuDDer in !be provisioD of thae IcrYiCCl may be sub'tarltially lesSaled or eYeD eliminated.

Throup its control of Excite@Home aDd iu substantial infIuece or control ofRoad RuDDeI',

AT.tT would subswuil1ly increase ia lcveraae in clealiDS with broadbU'Jd g)n!aJt providers,

aabli.. it 10 -=nraa more favorable 1e!1D' for such luviees. ATAT'. abilily ED lfI'ect me

succea of mdividuaJ contet providers could be used to and"cr market power on iDcJividual

comcm pfOViders raYOTed by AT&T. By expIoitillg its "gatek.pa" pOJitioa. in the rcaiclenUal

broaclbud conteDt market AT4T couhl mate it less profitable fer ditfavoted CODteIlt providers

output in that market.

Sbortly before the Complaint was filed, the United Srata and dcfaJdam rachecf

asreemmt 04 the terms ofa proposed Final Judpent. The proposed final JudJIDcnl req"va

AT~T to divest the iatcrest in Se:rviceCo that it would acquire dJroup its mvpr with

MediaODc DO later than D~emblr 3I, 2001. TIR proposed Final Jvdpeft' also coDtains

proviSiOAS limitina ATaT's panicipatioll iD the managemcot aod govemance ofServiceCo,

2

.r..,
;.



designed to miDimia lDy ri.k ofcompetitive harm that otberwise miJht uiIe pc::nding

completion oftbe clp'Cltiture. It &150 contaiD5 provisions requiting AT&T to obtain the prior

conseDt of the Justice DepIllDlCDt before eatcriDa into cartaiD l)'pa 0(aareemeau with lbe other

priDcipai panaer in SC'lVic:cCo, Time Want•• daat could bave maoy of the same anticompelitrJe

df'ects • the propoled mqer would have. Th~ poposed Fina11udJmentlDd • proposed

Stipulated Order by wbi~b de:fendlDU coment to the CDtry of me propolCd FiDaI JudgmeDt~
.',

filed simulWleou&ly with the Complaint.

The Uaited Statel and defeoduu bave stipulated that the propoted 'ina! Judgment may

be altered after complianee with the ADtitn.JSt Procedures .and Penalties~ JS U.S.C. § 16

Final Judpalt aDd to punish violations thereof'. The United StamllDd dcf'codaDts bave alao

ltipulated 1hat deflDdaDts wiJJ comply wicb the unD5 or the proposed Fiaa11udpaDt &om~

date of5ipiDI ofme Stipulation. pcndil1l ClJlJ')' of the fiDai Judpeut by the Coun. Should die

Court decline to enter me Fiaal Judp1c:nt, clefeccbnts have aUo committed to coatiDue to abide

by its Rquircmeucs wti. the expiration of time for aDy appcm or INch Nling.

B. . DESCRIPTION OP mE. EVENTS GIVING RISE TO THE ALLEGED
VJOlAnON

A. De DefeodlDts aDei tbe PropoMd TraQuctiOll

AT.tT. headquartered in New York. New York. is the !ladoa's IUBest lons-eliltIDce

telephone company, one of the nation's largest wireless telephouy providers. a growing local

3
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providers via ATAT WoridNet, aDd me uttOD'. second-largest cable multiple .y,teal operator

\MSc.)j. ATa.r·. 1999 revcou. auled approximately 562.4 biWon.

ATAT abo CODlJ'Ols Excite@Home Corp. ("'Euitc@Home"), the IUJM provider or

residential broadbmd service. &~e@Hom. provides fesidcznial broadblDd &erVice over cable
·1"

sysremJ to cwer J.Sminion eud user wbscribera aDd is ~wiug rapidly. ATAT curraady IIOlds

approximately.26% equity in_at in EJtcite@Home cd amajority of ill voliD, stock. ATaT

naatly emercd iDto &11 qreemeat which, if implemeated. Will ,ipjficandy iDcra.se its CODtrol

over Excite@Hom.c. Excite@Home bas exdusivc: COJ1U'"aCt rtlba 10 plVVicic residcDtial

broa4b1Dd servl~ over the cable facilities ofiu tbJw prillcipaJ equity holclers, AT~T. Comeut

Corporation, IDd Cox CoromumWioDS, IDe., which collectiVely l'a)unt for ewer 3S% of'tbc·

Dalioo'. Rblc IwKribon. E~tc@Homealso provides residential broadbaD.d service over me

cable fKiliti. ofa lipificat number of'other' cable system openllOrl nationwide.

MettiaOne Group, formerly US WESTlMcdiaODc, is the Utioa'i NVeC1h Jarsat cable

MSO aDd is beadquartemS ill =sJewood, Colorado. MediaODc OWDI cable .ystemI in majQJ"
~! ",

JIletropolitaD lJ'eIS in several stala inc:ludiDg C&1ifomia, Gcorsi.. aDd Florid.. Medi.ODa alto

holds. 25.51% equity interest ift Time Wtmer EIltertainmcut ("TWE"). TWEOWDIIDd

operata DUJnCfOUS cable .yJtems, IDd holds interests in a Dumber ofcable prolfllJUlJiq

aaecworts. MediaOne·s 1999 revenues totaled appro~_ly52.7 billioD.

ServiceCo. LLC•• limited liability comPIJ\Y OWDed by iCVeraI Til'll. WarDa' related

mbti.... MldiaODe. aDd JUb5idilrics of Mic:rosoft CorporabOD IIld Compaq Compuw

Corporation, is the IeCOI\d IlJ1cst provider of residential broadband service in the United Stata,

,,..,
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using tbe trade uamc -Road RuDDW.
ft Reid llu.Mer provides resideDtiaJ broadband service over

~lc systems tD more tIwI 730,000 ODd user ,ubsaibc:Js. and iu sublCriber base is growi.q

rapiclly. MediaODe owns approximately 34% ofRoad llu.tma". MediaOne OWDI approximately

25% ofRoad Runaer thrvugh • direct owucnhip intrrat io the boJdiDI QOlDpaDY IIw 01l'U Road

Runner uel hu adcIitioDaJ indirect owncnhip throusb MediaOu's iDtvat in TWE. MlDy..•
•1,,

importlDt Road Rwmer dedsioDi require oaly lbe CODQJlTe1lCC of MediaOnc and Time WarD".

Road 1Wn.Der bas exclusive COlltred righls through December, 2001 to provide residatial

broadbllld serviClC aver the cable facilitiC$ of its two principal cable pInIllI. MediaOnc IDd

TimeWamcr, wbic:b collectively accoum Cor more than 2~% orme Dalicm'S c:abJc: IUbscn"ben.

Iload Runner abo pmvides residential broadband servic;e ovcr the cable laciUaCl of sevcraJ other

On May 6. 1999, ATAT aad Media ODe'sreed to map iD a trulsaetiOD valued at

roughl, SS6 billion. As a result of this nnsaction. AT&T will bave IUbstantial equity IIld

.ipifiQnl majority ofthc uuon's residential broadbacf USeti.

B. Market To Be Sarmed., dae Proposed Mcrpr

./'v,

The aploai"'8arowth or the Imemet ovel'the past HVeral yean bu trlDSformed me

AmericaD ecoDOIIly .. well as the lifestyles ofmillio.os of Amerieaz:LS. from a ba~ DItWOlt that

served primmly me military md academic iostiDJtiODS. the lDtcrnet hu CJtPanded into & netWOrk

ofnllWOrb which millioDl of iDdividualf Iccas daily fOI bodl penoD&I ad profeuioDal

pUIpOM$. IIlcreasinc Dumben of individual. have begun to.~ the lDtI:r1I. via -"roadb.cI"

meanl-leChnolol)' which allows the transmission of dati at dramatically higher speeds ad

s
i
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cbereby cnablet· DCW type8 of CODlalt aod services to be delivered to CiODSWDCrI.

The vast majority or reBid.tiai ulm of'tbe lDtemet today accas it vii udial-up"

f"ISPj wbidJ i8 1Um CODDecIS the user" to die lDrcmet aDd any propri«ary or _elusive COGtCDt

. oft'cn:d by the ISP as • pan of its service.. nis MrVice SCIDerally alJows uscn to HDd ud t
reeeive data at rates ofup to S6 kilobitt per secoad or Jess aDd is rderred to as ulW'fOWbaad"

""bro.dbaDd"' UctworD ao4 teehnoloJics. Broaclbmd uset1lDay nc.eive data at raaes up 10 2S

times greater than the data tTansmusion rate currCDtly provided by narrowbud aa:eu usiag

S1IDdard ctial-up modems.

In order to provide residential broacSbUld Icrvic:c. Idl ISP inUIt have access to

nDmlissioD faeiUtis c:aplble of canyiDs data at I bish rate ba:weeo Ihe fKiUtie5 of'tbc ISP aDd

individual hom.. 11&e two prineipaJ typl!l or trumnission faciliti. used today to provide rhis

access 10 resideDtial customers are tbe netWOrks owned by cable compwes IIld loc:al teJepho.Pw.
~,,

table companiCll oriBinally designed their oet'a'Orks 10 provide video programming to

CUitomcrs' boma, but in recent yeus many cable compania have: upJl'ldcd their Detworb 10

provide the capability of twO--way data trlDsndssioa Dc:eded for residauaJ broadbUKIlnwael

semc:e. Subscribers access !be Intemct 0"'. computers COnDeded to • c:able modem or, ill some

Q5eI, over meir televisions GODDcetcd to • COIbJc sa-top box coma1amS • cable modem. The

c:ibJc modem HOds ud recciva data over the cable company's tralUmissioD facilities to tile

fac;ilities oCtile resicl8l1tial broadblrld service fJfovider. Cable modem service acoeraJJy pennits

6
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Uac U'IOlIDissioD of dam from the ISP to me resideD" at rate:l of up 10 1.5 Mbps-2 Mbpl. 25

times Cuter than the Cutest diaJ...up CODDectiont now available.

Digitall'UbiCriber liD' ("DSL., teehDology is used to enhaDce ch, traDtmiuioa

caplbilitics ofewtiDg 'Opper telepbODI wira. DSL. which AqUila uteri 10 have • DSL
.r~

modem attaebed to their pc:rsonaI computer. typieally deliven do"W1J"eam data tnnsmiuJou _

nIlS~ 256 Kbps IDeS 1.5 Mbps. DSL service may be provided by local te1epboDe

compmies or by other rums which eootraet with the local ulephoAe compuy for the \lie ofita

copper wires. Because ol tee:hDiw limitatiODI. md becaute upgrades of teJepbooe DetWarb

wbidl are ncedcd to provide DSL la'Vi~ have Dot been Q)mplclcd mmany areas, DSL service.

is available Oftl)"~ • pcmiOll ofresidences which bave Ioca1 telephone HrVicc.

Broadband trmsmiJsioD to raideoccs is also provided tbrouJh sateUite 1eCbnololY.

which UHS a radio relay station in orbit above the earth to neeive. amplify, ud ndirea silDaI•.

Satellite broa.dbmd serviea lie provided by direct broadca5t sateUiCe ('IDBSj providcn JUda u

DIRECT\' and may be provided within lb. next several yCITI by low earth OIbit ('"LEO") :i'~,
wdlita deployed by finn. such at Teledelic. At pftieDt. thiJ t.eeImology prvvid. ODIy ODe-

way bnwSbmd nnsmission; the satellite provider transmiu data downstream to the comurner",

bome. bul the CODSWDCC must use telephone liDes for the upstream tlaDIIDissioa of data fiv.lll the

home. Althou&b satellite provideR are workinl to address tbiJ deliaCDey. twO-way utellilC

broadband MJ'Vice to the bome may not be available for several yt:an.

Broadband lRRIlDi5lion may also be provided thrvu&h "fixed wire:lCSI'" tedmoloJies,

includinS local multipoint distribution SystemJ ,LMDS·' aDd multichannel mUltipoint

distribution syst&lllS rMMDS"). fixed wireJcs5 technology typically lila microwave

7



trarlsmiJaion rwlitiCi to trlDsmit data to IDd from residential consumers. Altboup fUJIIIIR

iDvestiag sipificam JUJDS O(moDCY to develop fixed wireless technology. raidential broadbad

Ul'Ykc vimS suc:b. lCChDololY is uOt yl!Jt available on .. large scale too CODSumers, and likely will

DOt be c:ommerclaUy deployed 011 ••_. scale in the immediate futum.

Iu of l:IUiy 2000, lIpP~atc'Y 7Q1" of'the subscribers U) residential broadbaDd .erviC8

use. cable modem service in which data is 1rIIWnittcd over the faciliti. of. cable COIDPIllY.

DSL NlVjea are 1be second most frequeutly uM:cl. but thoush the Dumber ofDSL UHt'I i.

srowiDa rapidly, DSL stiJllags 5ubsrantially behind uble modem service ill market pcnaratioa

IDd acceptance. Satellite and rlXCd wireless services have only a VfItY mall poniOil of

resi&t.tiaJ broacfbud IUbscriben.

ordie seven larpst cable MSOs. five have contracted with Excite@Home or Jt.oa4

JlUDner to provjdc .-esideaUaJ broadband MTVi"-C over their e.able facilities. Exeite@Home aJId

Road Runner lOIether serve the vast majority ofsubscribers who receive raidential broadblDd

mtemcl scrvi" over c:able fKHitics, and a significant majority ofall raidc:ntial broadbaDCl,

Because of the rapid growth in the Dumber of residectial broadband subscribers. and the

expec;tation mat theft will IODD be very large DUmbe... orsuch JUblcribln. man)' finial are

cleveJopina COOIet1t that will be pWQJlarly attractive to fQidcDtiaJ broadbuad GOIIIUVlCd. n.

nzumi$Sion eapaciay ofresicleDtial broadband service allows CUltom.. to KCe55 content that

conwna much larpr quaDbties of data. IUCh u high quality ",ueamiRI" video and various

forms of mteractive entertai.mneot. Much of this broadband c.oolalt will not be readily

accaiible or amaaive to narrowband UJerI, b~seof lhe much IODler tiD. that U'C aeeded to

8
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Conlent~~ may am revenue in • variety orway. - from me .ale ofadvcrtisiDa,

from d»arsins end UICI'I for ae:ceu CD the COIl~ from the ....e or products or ~ices
,i''.I

IDIJ'bred duoup the 1JrterDet - and most orthe rwuue oppor1lmities IR sub5tlftdally ,

CoD&cDt providers plOcM;e 1II00t broadbaad CODt.eDt lllritb DatioDal dimibutioa iJa mmd. Wply

in order to muimize the poleDtiai numb..or CODIumCD they ~u rAdI, thereby maimiriaa

advertising IDd GEber rwenues. AT&:T anel Time Wamcc (I co-owur or Road ku...) are

''ObstamiaJ providers ofcomeut and la:v:i~awhich are or could be delivered to end \IICW

tbroush raidcDtiai broadbaad Intemet facilities.

conICAl providers depCDCII gready OD their ability too at1rta Jar. DWDberI ofC:ClUWDeI'5.· .1"-
~,

Excit4Jiomc, Road kunDa, aDd other raidcntiaJ bJOa4b1Ad terV1ce providers ad "portals"

c::an substanria1ly euiwu:e or detrKt fiom a COllteDt provider"s abiJil)' 10 reacb IlI'le DUmb..or

autDmcn. A ponaJ scoera11y is an 1DterDet .ite CODu.ininla "fim~ u weU II aevaaJ

subIoquem pages, 1Mt 'UICU see with • lUsh degree of frequency. These pages agrepICliDb

10 • variety of types ofcollCCDt and MtViccs, aDd fadlitate usctS' efforts to (aDd ClODlent and

MlVic. by providinl searc.h en.... u tree Uld branch" i.lwtR_, end prominent linkI to 1Dtemet

- COl1teDt and services, u wdlas proprietary conteDt and services. Most ISPs. iDduding

Excite@Home and RDad Ilwmer, inc.ludc: the fiJ1t plge oflbcir ponaJ u Ihe default "11IJ1 pap"

(i.e.• Ibe fUlt screen I U5et ICCk upon '"CH). There are alao portal., I1Ich IS Yahoo &Del Lycos7
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that IR DOt affiliated with major ISP,. MaDy cmtolnm ICQCA QOnteDt met .avi" providCl'$

tbJOU&b porWJ mel therefore eommt providen seek promiDeDcliDb by which to promOle their

QOntcDt and draw usen to Their lita. The more favor-ble the placemear:of. link (8.1.,~
•• :1

Pip- rather than lub'lqUClDt pas-, a link that includes allTJer share orebe $creeD, etc.). d.
greatC the CODtc:Dt provider'. likely audiClKlC, advmisiq revemses, uad profitability.

For provjckn ofbroadbmd C:OIl1CD\ Le., content that citha- requites broadballd speedl

or is mucb ,uperior wIlm viewed 8l broildbmd apec:dl, links that will auractlftore broadbUJd

c:ustomCD. and only broadbaDd custome:n, are more valuabie rhu 1inkI that will be Hell

predominllltly by naJTowbllld users who will not access blOadblDd contelll Therefore. liIW

cbat 'Will be viewed by the pDnmus of IaterDet usera-a sub5tanl:ial majority orwhich are

narrowbud U$CrS-U'C DOt • good substitute for lUlu ~twill be widely aod exclusively viewed

by broadb..d users.

III addition, <:OUtlOt providers seek Iletwork servicessucb IS c:achiue that will fldJ_
. ,

the di.lributiOD oftheir data so as to WUlce the quality and accessibility oftheir conteDt.

Cacbing stoRS. c;ontal provider's COn1CDl8I variouslocauODl througbcNt the oountry, doaa'

for bJ'Oldband cont_' provider. who must rely OD the rapid delivery of Jarce qUlntitia of data

ill order to provide the most l!trKtive c:onteIlt. Broadbmd comat providcn therefore seek

f.vonble d." diitribution arra.ogemeDts~ as well b favorable tenD. for agreption and

promotion oftheir mnlmt. in order to IUnCt more CUltDmm.

The aggregation aod promotion of c:ontelJt, and the ef!ic;eDt physical disuibution of

con. U'C "'alvable lervius to WDten1 pJOViders tJm heavily iDfJUeoce their success or failure
,r'':I/,
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mme c.ontGlt marUt. ContCDt providcn typigJly coatract on a Dltionwide basis with firms

!hal pzovide IUcb services.

Excite@HomeandRoad Ru.rmet are positioned.tQ become~ altha mOil impol1;lDt,
pnrridCI'J of agreptioa.. promotio~aDd diltributiOD ofn::tideDdaf broadblDd CODtcDt. By

virtue ofthe large uumbcr of sub,Qibers 10 their residential broadband SeMca. both ranns -win

be Iblc to sipificantly &lSist or retard the GOmpetitive efforts of broadblDd C:ODlellt proviclera.

by panting OJ" withholdtn3 aggresation. promotioD, aDd cfistribubOD services. or through the

pricea, termI. and conditioftl by which IUCh services are providecl. Moreover. bceluM of their

ownenbip affiliaDODS aDd exclusive coDtraCtl wi1b many oftbe .Ir,.~Ic MSOI. it iii

unlileely that ocher providers ofraiGc.Dtial broadband services will be able to enter aDd IltraCt

comparable numbers ofsubscribers in the Dell'tam.

C Antieompelitive COllleqaeJJc:eI oftbe Merter
·r~

Upon consummation, the proposed acquisition would live AT&1 complete OWDeilhip

and toDuvl of the assm and holdiDp orMcdiaOu'. iD~1"diA8MediaOY'. ownenlUp iDtere5t

iD RoId lWnuer aDd lipificant influeac:e ov. &Dad Rwmer's Opcratiool .d m-aaemem.

decisions. fO be present at meetinlS of Road IWDacr's Members' CommjDees IDd to obtain all

infonn.lioD available to memben of the Board of DiteetoB. includins competitively semitive

AT&T's control over Road RUmlCf and aceas to sensitive competitive RoBd Rwm.

informauon combiDc6 wilh its c:ontrol over Excitc@Homc IDd aceas to confideDtiai .1'",
11



~cite@Home iDf'ormation could facjJita1e collusioa Il1d coordination between Exci&e@Home

UJd~ Rumler iD waY' IMl would RSUlt iD a substantial 1asaWlS ofcompeliUoa iD the
./'~

market for~ jm)motioD, and disuibution ofraidcuual broadbuad contIDt. Finaacial

benaf"LIs derived &om collusion that a=ued to either Excite@Horoo or Jt.o.cI RuDDer woukt

accrue ill part to ATAT.

Ifthe proposed merger were c:onsummated, concentration in the marbC for agreption,

promotion. aDd diltribu1ion·ofrcsidauaJ bJOadbud C:ODteDt and Hl'Vices would be

provision 0( such se.rvius may be subsWltially laseDed or eva elimiaatcd. Throush its

control of'&cit.e@Home ADd sublt&lltial iDfJueace or COIltlV' ofRoad kmmer. AT.tT would

have subJtantial.Iy ina-cased IeveraJc in dealing with broadbancl COIlum.t providen, whidJ it

c;ouJcI \1M to cxcraet more favorable temls for such serv;us. ,
The increased 1evenae chat AT&T and au aftiJiates would acquire ill tbi5 market QOUJcl

also be uaed 10 promow or retard thesu~.of individual content providers. ATItTa ability

to promote or retard the IUCCess of indivicbaal CQJl1eDt providers QN1d be used to QJnf..mackct

power 011 individual contelll provider& favored by AT&T. AT"T gould pmflt from die creation

ad aerci.c ofsudJ market power either throup dirca oWllCl'ihip of. fnorecl C:OIllIelll

provider, or by obtaining paymcots from favored conu:ot providers in lXCbange for favorable

1remnent by Excite@Home and Road !WaDer. By exploiting iu uprebepa-" positiOD i1l1he

raideDtiaJ broadband content market. AT.T could make it less profitable for unaftUiated

competition IftCl restrict output in thlt market.
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for thae rcuoDS, the UDited Stat. concluded that the AT&TlMediaOae merler as

propoHd may subsWlUally leaseD competition. in vioWioD of SectioD 7 ortlle Clayton J\tt. in
-',

the mutet for the agreption. promotion, aDd dilU'ibutioD of raideutiaJ broadbmd COIltent.

Naturally, ill emerpg markcb tudl u these, predictiOD' about the way the market may

dsvelop in the future ar. r... from certain. NevenhcJesl. the predietioDS ad UlumptiODS

required to COIJolude tbaJ me J'ro~mCF would prCSCllt terioul .ub(.Ompetitive problem.

in the future Ire vfJTY rC&JOnabJe ones. MORVV", the riJb to the devclopme.at ofbroadbarJd

industry posed by this mqer are sufficiently sra"c that appropriate relief is walTlllced.

m. EXPLANATION OF THE PROPOSED FINAL JUDGMENT

TIle proposecl Pinal Judgment will preserve c:ompetitioD in the marka for cbc ,

agreption, promotion, IIld distribution ofbroadbmd CODleDt by requiring def'endaDts to divest

their interest iD SeNiceCo SIC) later than De.c:anber 3 J. 2001. This divestitun is iftter1decl to

eDl\JR thai Excit4Home aDd Road RuDner (or ally suc:.cessor residatiaJ broadband .erviGC

offered by Time Warner) will continue to be leplf&te ad indepcDdem ofone uotber, thereby

preventing the reduceioD or elimination of competition betWeen them that omawife 'WOUld have

resulted from ATilT', Kq\IilitioQ ofMediaODe.

Tbe di"..uusre reqUinmeDu ofme proposed 1iDal1udpcnt direct del_dMts 10 divest

dleir maerest ill ServiceCo, iDcludinS their direct fllWlciaJ ownership iDterett aod their 101c: in

ServiceCo's man'lemcnt, through onc: of three methods sp«ific:d ill SectionlV.s. The flQlt.,
two methods spednecl in Section IV.S contemplate the dc:fenduts' exitilll the Servi~
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parmership punuaDt to the tenDS of the Sccvic:eCo OperatiDl Asreem= entered iuto by the

various ScrviuCo panneD. Should lbe dc:fcadaD1l opt for a clifferent mCIDI ofdivestillg ibe,
5crviceCo inteIat,'tbe third option in SectioJI IV.S pmvidcs that the dcfcDdanu .ay utilize this

method ouly if the United States provides irs writtaJ CODJ.
ConsiS1alt with other anUlruIt~ iJIYolvinS mergen in which the United States seeks

• divcatiklte remedy, this FiAal JudgmCD1 nquires completiOD ofthe divesti1W"e withiD the

.hortest time period fCUODablc under the circwutaDces, The Umted Slates normally requiR5

the ctivcstiIure ofpbysical assets withiD .ix MOOths or Jesl. The Qrc:umstaDc:a bere IR biply

WJusuaI iD that under the ScrviceCo OpmtiDg Agreement, other Sa-viceCo ownerl hive

coattaeaW rigbl$ that mlY limit the defmdaDIS9 ability 10 divest &be Servic:eCo ilderest prior to

December 31,2001. AccordiD.ly. the defenduts aTe pcnninecl until that date to complete die

.'"
dive&tilUre. However, irme otbet rel~antServiccCo owuer(s) request the defend.1S to tlivelt

me Scrvic.Co interest before December 31, 1001, through one of the methods provided for ia

the OperatiQg Asreemcot (and eDwneraced in Sec:ti0JJ5 IV.B(l) aDd IV.B(2) oftbe propwecl

FUuJ Judameat). the def'CDdanu are required to complete the divenitun: at suc:.b oarIi_ date.

Tbe proposed Final Judgmcot thereby eff'eaiveJy requires the defendaDu tg divat their

ServiceCo inten::st as soon as reuoDably practicable. During me time daat the defeadlDts

C"mltiDue to bold the interest Us ScrviccCo. their abiHty to panicipate iD the maDaSelDat IDd

gever»nce or 5ervic:eCo will be restridcd, pur5\)8J)t to detailed requiremeDts CDowoed in

ScetiOD VI o( the Fin.1 Judsmeat which are discussed funhcr below. iD order to minimize the

rilk of iftterim Jwm 10 competition

In rcquirinl the divc.stiture Ipedficd in Section IV, the fiuJ J\ld.gmcnt wives to prevent
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auRDt Road RuDDer customers from having Illy lou 0(, or impairment of, cable modem
.f'

savi~by cnsuriDC that both the principal ScrviceCo parttletl cau coatinue to offer wble'

modem service. Accordingly, Seaion IV.A permits the defcndlDa to retaiD users used IOIe1y

or predominaDdy to provide .cmu to McdiaODe uhlc Q1Stomers aad SectiOD IV.B(I) requirw

the defendantS to consent to Time WarDer puldluiD.s the remaininglS5eb (e.g.. alMa that do

DOt adomatJcally revert to the c:onaro' ofcitber &he deteadlDts 01 Time WlrDcr~ sud! a,

2002. The proposed Final Judpent thereby Ibould R&1ize itt competitive objectiv. witbout

any unoecessary.dversc iDta1m effects on.d users.

B. Liaaitatiou on Sllbtcq.....t Ap'eeGICDts

The divestiture rcquircmellts of tile proposed FirW JudgmCllt are intended to CQ.IWe dlat

E"Acite@Home and Servic:eCo c:ontil1\lC to opera~separately aDd independ.dy from ODe

MediIOne and Time Warner in a variety ofways. TbatjOUlI velliurc is ImccbanilJD through

wbidl Med~oa. and Time W.mcr joiAdy provide ruidential broadblDCl.cmc:c. rather tban

pnwidiDl sudJ sen-ice sepatateJy IDd poteDtially iD competition with ODe lIlodier. Simillrly,

the ServiceCo veII1Un= is i medwJism tbroup whic:b MediaODe and Time Warner joiDtly

c;;onttO! Deaotiatiocs with ~nta1t providers over the tams under which ServiuCo will provide
,,:,.,:/

agreption. promotiOll. and dj5tributioa ofbroadband (Omeat AT4tT"s cony Uno this "pc of

pannaship with Time Warner (through its acquisition of Medi.ODe·s ServiceCo interests)
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