1940
Cable brings television to small and medium sized communities without early 1950's television stations due
to FCC's freeze on TV licenses.

1954
The FCC grants the first common carrier microwave construction permit to J. E. Belknap & Associates of
Poplar Bluff, Missouri.

1956
The FCC issues its landmark opinion in Frontier Broadcasting Company v. Collier that CATV systems are
not common carriers so the agency has no jurisdiction over them. (24 FCC 251)

1957

In Pahoulis v. United States, the U.S. Court of Appeals becomes the first federal court to affirm the master
antenna concept as applied to CATV systems. It further holds that the federal excise tax on
communications does not apply to CATV service and orders a refund to subscribers that eventually
amounts to $35 million. (242 F.2d 345 (3d Cir.), rev'g 143 F. Supp. 917 (W.D. Penn. 1956))

1958

The United States Tax Court rules in Teleservice Company of Wyoming Valley v. Commissioner of Internal
Revenue that CATV systems cannot treat installation charges as contributions-in-the-aid-of-construction for
federal tax purposes. This tax issue leads to the formation of the National Community Television Council.

The Staff Report of the Senate Committee of Interstate and Foreign Communications on the Problems of
Television Service for Smaller Communities (the Cox Report) is released. This is the first Congressional
investigation of CATV and it strongly criticizes the FCC for not seeking legislation to regulate CATV

1958
AT&T consent decree is issued restricting the phone company to common carrier service.

1959

The FCC issues its first official investigation of the CATV industry's impact on broadcasters. The ruling
"found nothing that would justify us in taking action or seeking authority in which or under which we could
act to bar CATV from coming into or continuing to operate in a particular market."(Inquiry into the Impact
of Community Antenna Systems, Report and Order, 26 FCC 403)
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1960

Legislation to give the FCC regulatory authority over cable is sent back to committee where the bill dies. (S. 2653,
86th Congress, 1st Session) The industry is divided on the issue, with a number of operators supporting FCC
licensing and protection similar to that for broadcasters.

1962
The FCC rules that CATV systems could use microwave relay systems to bring broadcast signals from distant cities

only by showing that there would be no economic impact to broadcasters. ((Carter Mountain Transmission Corp.,
32 FCC 459, aff'd, 341 F.2d 359 (D.C. Cir.). cert. denied, 375 U.S. 951 (1963)).

1963

The U.S. Court of Appeals affirms the FCC position in Carter Mountain Transmission Corp. v. FCC. The decision
is the foundation of the FCC's "economic impact" rules that restrain cable's growth in the next decade. (321 F.2d 359
(D.C. Cir))



1965
The First Report and Order by the FCC, based on the Carter Mountain decision, begins regulation of all cable

systems receiving distant broadcast signals by microwave, including must-carry and non-duplication requirements.
(Dockets 14895 and 15233, 38 FCC 683).

1966

The FCC extends regulation to all cable systems and requires systems in the top 100 television markets to obtain
FCC approval to import distant signals via microwave. (Second Report and Order in Dockets 14895, 15233 and
15971, 2 FCC 2d 725, aff'd, 399 F.2d 65 (8th Cir. 1968)).

The FCC grants the first Community Antenna Relay Service (CARS) license to Santa Maria Valley Cable TV.

1968

The U.S. Supreme Court in Fortnightly Corp v. United Artists upholds the master antenna concept. The ruling
affirms that cable operators arenot responsible for paying copyright fees under the 1909 copyright law to producers,
artists and actors for programming carried cable systems. (392 U.S.390)

In United States v. Southwestern Cable Corporation, the U.S. Supreme Court upholds the FCC's jurisdiction over
cable television as being "reasonably ancillary to the effective performance of the Commission's" responsibility for
regulating broadcasting. (392 U.S. 157)

1968
The FCC rules, under Section 214 of the Communications Act, that telephone companies must file for a Certificate

of Public Convenience before building cable facilities, eliminating a strong competitive advantage of the telcos over
cable companies. (13 FCC 2d 448)

The FCC freezes development of cable systems in the top 100 markets with an "anti-leapfrogging" notice that cable
systems have to obtain permission of any distant station before importing it; cable systems in 35 mile radius of TV
stations in smaller markets have to carry nearest network, independent and public stations; while it considers new
rules for cable (Community Antenna Television Systems, Inc.,15 FCC 2d 417).

1969
The FCC requires cable systems with more than 3,500 subscribers to provide local origination programming. (First
Report and Order in Docket 18397,20FCC 2d 201)

1969
The U.S. Supreme Court affirms the FCC "Section 214" ruling which requires telephone companies to file for
Certificates of Public Convenience before building cable facilities. (396 U.S. 888)

The U.S. District Court in Nevada rules that Nevada can regulate cable through the Public Utilities Commission.

1970
FCC rules prohibit telco ownership of cable systems in their own service area. (21 FCC 2d 307, aff'd,1 449 FCC 2d
846 (5th Cir. 1971))

FCC prohibits cable systems ownership by national television networks or TV stations in the cable system's area.
(23 FCC 2d 816)

The FCC adopts "anti-siphoning" rules to protect programming on broadcast TV (23 FCC 2d 825)
1971

The FCC preempts local authorities from regulating pay TV on cable systems.It also stays its local origination rule
in response to a court decision that it did not have power to impose the requirement.




The Eighth Circuit holds the FCC could not require local origination. (United States v. Midwest Video Corp., 441
F.2d 1322 (8th Cir.))

1972
The FCC issues new and wide-ranging rules governing cable TV. Provisions include distant signal importation,

program exclusivity, public access and technical requirements. (Cable Television Report and Order, 36 FCC 2d 143,
aff'd, 523 F.2d 1244 (9th Cir. 1975))

The U.S. Supreme Court overturns an appellate court ruling in favor of the FCC's local origination rules but
reaffirms FCC authority overcable. (United States v. Midwest Video Corp. (Midwest Video I), 406 U.S. 649)

1973
The FCC approves applications to establish domestic communications satellites, a crucial link in cable program
distribution.

Congress passes anti-blackout legislation which requires that sold-out games in pro football, baseball, basketball and
hockey be made available for over the air TV, rather than cable or pay TV.

1974

The FCC rescinds its local origination rule after continuing its stay of rule since 1971, despite the Supreme Court's
1972 decision giving the Commission the power to impose the rule, but requires operators to buy and maintain local
origination equipment for community use. (49 FCC 2d 1090)

1976
FCC repeals distant signal "leapfrogging" rules, allowing cable systems to import signals as they choose. (Selection
of Television Signals, 57 FCC 2d 625)

The Copyright Revision Act is passed by Congress. It establishes a "compulsory license" allowing cable systems to
retransmit broadcast stations and sets fee schedules for carrying distant signals for the first time. The cable operator
is liable for copyright payments. (17 U.S.C. 101-118)

1977

The FCC approves the use of 4.5 meter earth station receivers. The ruling permits more cable systems to acquire the
equipment necessary to receive nationally distributed programming via satellite. (American Broadcasting Inc., 62
FCC 2d 901)

U.S. Court of Appeals strikes down FCC rules limiting pay TV, opening the way for expanded cable services. It also
suggests that cable may have some First Amendment rights. (Home Box Office v. FCC, 567 F.2d (D.C. Cir.) cert.
denied, 434 U.S. 329)

1978
Congress passes a Pole Attachment Act which establishes a national policy for attaching cable wires to poles owned
by utility companies.

A federal appellate court affirms the FCC's preemption of local control over pay TV. (Brookhaven Cable TV v.
Kelly, 573 F.2d 765 (2d Cir.), cert. denied, 441 U.S.924 (1979))



The FCC institutes registration for cable systems and reaffirms EEO requirements. (69 FCC 2d 697, 69 FCC 2d
1324)

1979
The U.S. Supreme Court rejects PEG and local access requirements. (United States v. Midwest Video Corp
(Midwest Video II), 440 U.S. 689)

The FCC allows use of small earth stations without licenses, but also without protection from interference.
(Regulation of Domestic Receive-Only Satellite Earth Stations, 74 FCC 2d 205)

1980
The FCC repeals rules which limit a cable systems' ability to import distant signals and the rules which require
program exclusivity on localcable systems.

1981
In Malrite v. FCC, a federal appellate court upholds the FCC repeal of the distant signal and program exclusivity
rules. (652 F.2d 1140 (2d Cir.1981), cert. denied, 454 U.S. 1143 (1982))

1982
State laws requiring cable access to apartment buildings constitute a fifth amendment "taking" and require just
compensation, the U.S. SupremeCourt rules. (Loretto v. TelePrompTer Manhattan, 458 U.S. 418)

The U.S. Supreme Court restrict states' regulation of cable content. (Capital Cities v. Crisp, 467 U.S. 691)

The U.S. Supreme Court holds that cities are not necessarily protected from antitrust laws in the cable franchising
process. (Community Communications Co., Inc. v. City of Boulder, 455 U.S. 40)

In response to FCC lifting syndicated exclusivity and distant signal rules, the Copyright Royalty Tribunal sets a rate
at 3.75% of gross basic subscriber revenue for each Distant Signal Equivalent. As an unintended consequence, this
stimulates development of non-broadcast programming.

1984

U.S. District Court Judge Harold Greene approves the Modified Final Judgment (MFJ) consent decree which breaks
up AT&T. The network distribution system is separated into seven regional bell operating companies (RBOCs). The
long-distance carrier and the research businesses continue to be called AT&T.

The Cable Communications Policy Act--the first comprehensive legislation affecting the cable industry--is passed. It
relaxes rate regulation, provides for orderly franchise renewals and stimulates programming development.

1985
The U.S. Court of Appeals strikes down FCC rules requiring cable operators to carry all local broadcast signals. The
court holds the rules violate cable's First Amendment rights. (Quincy Cable Television v. FCC, 768 F.2d 1434 (D.C.
Cir.))

1986

The U.S. Supreme Court, in Preferred Communications v. Los Angeles, holds that cable operators are entitled to
some First Amendment protection, but declines to specify the extent of that protection. (476 U.S. 488)
Deregulation of basic rates for cable service takes effect under the 1984 Cable Act.

The FCC adopts revised must carry rules in response to the 1985 Quincy Cable Television v. FCC decision.




1987
The U.S. Court of Appeals rejects the FCC's revised must carry rules on First Amendment grounds. (Century
Communications v. FCC, 835 F.2d (D.C. Cir.1987), cert. denied., 486 U.S. 1032 (1988))

1988
The FCC issues orders to reinstate syndicated exclusivity. This gives broadcasters the right to request that local
cable systems "black out" certain programs carried by distant stations.

1991
The U.S. Supreme Court rules that taxes applicable to cable but not other media do not violate the First Amendment.
(Leathers v. Medlock, 499 U.S.439)

1992

The 1992 Cable Consumer Protection Act is passed over a presidential veto. The law gives the FCC broad powers to
re-regulate the industry. Among the provisions are stringent rate regulation and roll-backs, rules favoring broadcast
stations, and items governing marketing tactics and technological requirements.

The FCC is tasked with implementing 13 different proceedings from the 1992 Cable Consumer Protection Act and
freezes rates until it can address critical issues.

1993

Bell Atlantic successfully challenges the telco-cable cross-ownership ban specified in the 1984 Cable Act. A Federal
court in Virginia rules the ban violates the First Amendment. The other six RBOC:s file similar lawsuits. The U.S.
Justice Department and the NCTA file appeals.

A special three-judge district court upholds the 1992 Cable Act's must carry provisions.

Congress introduces legislation to conditionally lift telco-cable cross-ownership bans. Other legislation removes
state and local barriers to local telephony loop entry so cable operators can offer telephony services.

The FCC issues cable rate benchmarks in April and institutes a series of rate freezes. It requires systems to roll back
customer rates,negotiate retransmission consent agreements with local broadcasters, rearrange channels to
accommodate must carry signals, and add new satellite services required to reach FCC benchmark levels.

Must carry/retransmission consent negotiations begin. Network broadcasters demand cash payments from cable
systems for carrying network stations. Cable systems agree to launch broadcaster-owned satellite networks in
exchange for signal carriage. Unable to reach agreement, local broadcast stations in several markets force cable
systems to drop their signals.

The Clinton Administration unveils its telecommunications policy and calls for fostering construction of a national
"information superhighway" infrastructure. New FCC Chairman, Reed Hundt, makes stringent enforcement of the
1992 Cable Act a top priority.

The FCC plans to auction the personal communications services (PCS) spectrum which could result in as many as
seven wireless operators in agiven market. License holders can team up to craft a nationwide wireless network.

1994
Federal courts allow telcos into the cable programming business.

The Supreme Court remands the must carry case back to the lower courts, while again stating that cable has certain
First Amendment protection. (Turner Broadcasting v. FCC, 114 S. Ct. 2445) Suits challenging provisions of the
1992 Cable Consumer Protection Act provisions move forward.

Customer rates are rolled back a second time. The FCC is unable to respond to 4,500 of the 6,500 rate complaints
filed during the year.



The FCC uses Section 214 to establish its oversight of "video dialtone" (VDT). Telcos file a number of applications
to construct VDT systems instead of seeking cable franchises from local regulatory authorities.

The FCC establishes a Cable Bureau and releases its going-forward rules. Operators may collect 20 cents per month
for each channel added to regulated tiers for up to six new basic channels over a three-year period. The rules also
allow operators to create unregulated new product tiers for new niche services. Many planned network services are
unable to get funding due to the FCC's restrictive regulation.

1995
A number of states repeal laws banning cable operators from offering telephony services.

In order to settle the outstanding number of rate complaints in a timely manner, the FCC enters into "social
contracts" with major MSOs. In exchange for subscriber refunds, stable prices and commitments to rebuild systems
and increase channel capacity, the FCC agrees to stop rate proceedings.Time Warner Cable and Continental
Cablevision enter into such agreements. Comcast, Cablevision Industries, Tele-Communications, Inc., Cox and
Cablevision Systems reach more limited settlements of rate complaints with the FCC.

The FCC begins auctioning the PCS spectrum. It also changes its cost-of-service rules which provide cable operators
with an alternative to the benchmark formula for calculating their maximum permitted rates.

High Definition Television (HDTV) is subject to delays amid Congressional and industry debate on issues.

1996

The Telecommunications Act of 1996 passes Congress and is signed into law on February 8, signaling a new era in
U.S. communications. It immediately deregulates rates for small cable systems. It removes entry barriers and
requires RBOCs to open up their markets to competition. AT&T begins to offer local telephone serviceand the
RBOC:s prepare plans to offer long distance services.

U.S. District Judge Harold Greene officially terminates the consent decree which governed the 1984 breakup of the
Bell System.

A federal appellate court upholds rate regulation under the 1992 Cable Act and finds that the Act did not violate
cable's First Amendment rights. It holds that the FCC's rule making in certain instances under the 1992 Act was
flawed. (Time Warner Entertainment v. FCC, 56 F.3d15 (D.C. Cir.) cert. denied, 116S. Ct. 911 (1996))

A Delaware state court judge finds against U S West in its suit to prevent Time Warner's purchase of Turner
Broadcasting, Inc. FTC approves Time Warner's purchase of Turner Broadcasting.

The U.S. Supreme Court holds that the First Amendment is violated by sections of the 1996 Telecommunications
Act--1) requiring operators to separate "patently offensive" material on one channel to block the channel and to
unblock it within 30 days of a customer's written request and 2) allowing operators to ban pornographic material on
public access channels. In the same case, the Court upholds a provision permitting operators to prohibit
pornographic programming on leased access channels ( Denver Area Educational Telecommunications Consortium,
Inc.v. FCC 116 S. Ct. 2374.)

The FCC auctions MMDS licenses, PCS and DBS frequencies. At 136 days and 181 rounds from start to finish, the
wireless cable auction was the longest in FCC history, raising$216.3 million for 493 Basic Trading Area (BTA)
authorizations. The PCS auction raised $10.2 billion.

The FCC is tasked with implementing scores of different proceedings from the Telecommunications Act of 1996. In
August, it approves an Interconnection Order to facilitate cable operator entry into telephony. However, in an appeal
from the RBOCs, a three-judge panel of the U.S. Court of Appeals for the Eighth Circuit in St. Louis halts the FCC
order that seeks to open RBOC telephone markets to competition.



In order to facilitate and accelerate the deployment of DBS, the FCC unanimously approves preemption of local
zoning regulations that restrict dish placement. The FCC proposes to preempt private restrictions (i.e., condo
associations, planned communities, covenant restrictions).

1997

The Supreme Court, in a unanimous decision, affirms a Wilmington, Del. court decision to deny a preliminary
injunction of Section 505 of the 1996 Telecommunications Act. Playboy and Spice appealed the provision which
requires cable operators to fully scramble the video and audio signals of adult channels or offer the programming
only between 10 p.m. and 6 a.m. (Playboy Entertainment Corp v. United States, 117 S. Ct. 1309)

In a 5-4 ruling that surprises the cable industry, the Supreme Court upholds must carry, in spite of swing vote Justice
Stephen Breyer's note that it "extracts a serious First Amendment price." It also solidifies the broadcast industry's
grip on one-third of cable's analog signal capacity. The implications for how the rules apply to digital services,
especially DBS, are unclear. (Turner Broadcasting System v. FCC, 117 S. Ct. 1174)

A federal appellate court upholds a preliminary injunction that prevented New York City from using government
access channels on Time Warner Cable systems to offer general news and business news cable networks. (Time
Warner Cable v. Bloomberg LP, 1997 US App. Lexis 16283 (2d Cir.))

A federal court affirms the town of Sturgis, KY's decision not to renew the cable franchise with Union CATV,
because the operator lacked the facilities to meet the community's needs. The decision solidifies cable's right to take
franchise-renewal disputes to court. (Union CATV, Inc. v. City of Sturgis, 107 F.3d 434 (6th Cir. 1997))

The Clinton Administration plans to raise $26.1 billion from auctioning spectrum. The largest block, $14.8 billion,
would come from broadcasters' analog channels that would be returned to the FCC once the transition to digital is
complete.

Following a Supreme Court ruling, the FCC hands down an order implementing Section 505 of the
Telecommunications Act which requires all cable operators to completely scramble adult programming or place it in
the safe harbor hours (10 p.m. to 6 a.m.).

The FCC hands the industry a setback with a precedent-setting case in Troy, MI. Cable operators will be forced to
obtain new franchise agreements for upgrading plant to offer telephony. However, the FCC also found the city of
Troy violated federal law by trying to impose a telecommunications condition on cable construction.

The FCC approves the British Telcom/MCI $23.7 billion merger, giving PrimeStar access to key transponders
enabling them to plan for launching a high-power DBS service.

The FCC forces Rainbow Programming Holdings, a subsidiary of Cablevision Systems Corp. to sell programming
to Bell Atlantic Video Services Co. to settle a dispute over access to SportsChannel New York for Bell Atlantic's
Tom's River, NJ system.

The FCC releases a new set of emergency alert system rules (EAS) which give operators more time to comply with
the technical criteria for broadcasting emergency signals. Under the new regulations, operators must offer a visual
emergency alert warning on at least one channel and an audio warning on all channels.

The FCC releases inside wiring rules which allow landlords and apartment building owners to manage the
disposition of broadband wiring. The rules allow the operator to remove, abandon or sell the wiring to the new video
service provider once a landlord terminates a contract with the cable operator.

1998

Broadcasters win over DBS interests on July 14, when a US District Court in Miami issues an injunction ordering
PrimeTime 24, a wholesale distributor of satellite TV programming, to cut-off 1.2 million customers illegally
receiving CBS and Fox network signals after March 11, 1999. If a household can get a Grade B off-air broadcast



signal clearly at least 50% of the time, it is ineligible to receive network signals via satellite. In December, the
Miami Court issues a permanent injunction against PrimeTime 24 from delivering illegal distant signals, ensuring
that Congress must change the Satellite Home Viewer Act (SHVA) to avert DBS customer disruption caused by the
loss of network signals. (ABC, Inc. v. Primetime 24, 1999 U.S. App. LEXIS 14979)

EchoStar Communications Corp. files a class-action suit in a Colorado federal court against ABC, CBS, NBC and
Fox broadcast networks asking the court to declare its local and distant signals are legal under the SHVA. EchoStar
also petitions the FCC, asking them to rewrite part of the SHVA. Broadcasters oppose the plan, fearing they would
lose advertising if DBS offers distant network signals in place of local network affiliates. The FCC declines to act,
citing lack of statutory authority under the SHV A to prevent customers involved in the court cases from losing the
services. The FCC does, however, revise its rules to simplify how Grade B contours are determined. (DirecTV, Inc.
v. FCC, 110 F.3d 816 (D.C. Dir. 1997))

A panel of three federal judges in Delaware strikes down as unconstitutional Section 505 of the Communications
Decency Act of 1996 which requires cable operators to fully block or scramble channels primarily dedicated to
sexually explicit programming or carry such channels only during times when children are unlikely to view it. The
Court holds Section 505 violates the First Amendment because a less restrictive alternative is available, namely
Section 504, which requires systems to block channels for individual customers upon request. The government
appeals the decision to the Supreme Court. (Playboy Entertainment Group, Inc. v. United states of America, 30 F.
Supp. 2d 702 (D. Del. 1998))

The Iowa Supreme Court hands Tele-Communications, Inc. a temporary victory in the ongoing battle against
municipal overbuilds. It rules that Section 23A.2 of the Iowa Code prohibits municipalities from operating telephone
systems as public utilities, as a 1993 law allowing cities to offer telecommunications services, including cable, did
not extend to telephone. The decision overturns a lower-court ruling, finding the town of Hawarden is precluded by
statute from offering local telephone service to residents. (Towa Tel. Association v. City of Hawarden, 589 N.W. 2d
245 (Iowa 1999))

Cablevision of Boston sues Boston Edison and RCN in Federal Court for building a commercial telecom network in
Boston using electric utility regulations, but not fulfilling the same requirements and burdens as the City applies to
cable operators. The suit charges the City approved retroactive permits for the initiative so Edison and RCN could
avoid delays and costs, thus violating the Telcom Act's Section 253 which requires local authorities to be
"competitively-neutral and non-discriminatory" in their rights-of-way policies. (Cablevision of Boston, Inc. v. Public
Improvement Comm'n of Boston, 38 F. Supp. 2d 46 (D. Mass. 1999))

With the increase of copyright payments of $.27 per signal for DBS companies, up from $.06, the U.S. Copyright
Office income from DBS providers for the first half of 1998 is $50 million, compared to $17 million in the same
period in 1997.

In the first decision to test a U.S. Supreme Court ruling that lets operators ban indecent content on leased-access
channels, a U.S. District Court rules that Time Warner didn't violate the first amendment when it banned three
episodes of a leased-access program filmed at a Rochester strip club. (Loce v. Time Warner Advance/Newhouse
Pshp., 1999 U.S. App. LEXIS 13179))

The City of Austin, TX files a lawsuit against SBC's Southwestern Bell Video Services, alleging the company is a
"cable operator" and therefore should pay franchise fees. (City of Austin v. Southwestern Bell Video Services, 1998
U.S. Dist. LEXIS 16332)

The 5th Circuit Court of Appeals rules in September the 1996 Telecom Act's special provisions that deny telco entry
into long distance service are constitutional. (City of Dallas v. FCC, 165 F.3d 341 (5th Cir. 1998).

In July, the FCC rules Entertainment Connections, Inc. (ECI) a Michigan SMATYV, does not have to have a
franchise to interconnect apartment buildings separated by public streets in East Lansing, Mich. The company leases
fiber optic cable lines owned by Ameritech Corp, the local phone provider.



In August, with a 5-0 vote, the FCC tightens existing program-access rules in an effort to help direct-broadcast
satellite, wireless cable and private cable providers compete against franchise cable companies. Fines for violations
are up to $75,000 for a single violation and victims can collect damages where programmers willfully violate the
rules.

The FCC Cable Services Bureau reversed its previous order and extends U S West Media Group's waiver from
federal cross-ownership, allowing the company to keep the Minneapolis Cable system. The ruling was based on U S
West restructuring its U S West Communications and UMG subsidiaries into separate public companies that
abrogate the ban on telco-cable cross ownership.

In a groundbreaking decision, the Mt. Hood Cable Regulatory Commission recommends the city of Portland and
Multnomah County, Oregon make ISP access a condition for transferring their TCI franchises to AT&T. TCI refuses
to accept the provision. Internet Service Providers, including America Online Inc., and telcos also lobby the FCC
and local regulators to block the merger unless AT&T agrees to unbundle TCI's @Home network.

In a pro-DBS decision, the FCC announced DBS providers will be allowed to set aside the minimum four percent of
their channel capacity for non-profit educational programming, instead of the maximum seven percent allowed by
the 1992 Cable Act.

The FCC rules that broadcast stations that use their digital-TV licenses for subscription services will have to pay
fees equaling five percent of gross revenues. It is unclear whether revenues from programming tiers made of digital-
TV signals and digital-cable networks would be considered retransmission payments or be subject to new fees.

On September 17, the FCC rules that Multipoint Multimedia Distribution Service (MMDS) wireless cable operators
can transmit two-way, high-speed data services, generating more competition for wireline cable modems and digital
subscriber link (DSL) technologies.

Citing "social contract" regulations the FCC orders eight separate Time Warner Cable systems in New York and
Massachusetts and eight New York Cablevision Systems Corp. franchises to refund overcharges varying from $.36
to $1.37 each. Cablevision is also forced to refund $1.2 million to 300,000 subscribers in 60 communities in nine
states. TCI agrees to refund $4.8 million, including $41.88 each to 61,000 subscribers in Oakland, CA. After March
31, 1999, the FCC regulation of expanded basic rates will sunset, as stated in the 1992 Cable Act.

The Michigan State PSC rules that Ameritech New Media must cease and desist offering coupons worth $120 for
Ameritech cable customers to use for basic Ameritech telephone service. Ameritech must pay legal fees incurred by
the Michigan Cable Telecommunications Association to bring the case to its attention. Though it is against state law
to cross-subsidize regulated offerings, the Americhecks can still apply towards paging, cellular and security
monitoring, Ameritech's unregulated services. Three months later, the Michigan PSC rules Ameritech again violates
Michigan law by failing to report, in 1995, a $1.7 million transfer of assets to its cable affiliate, Ameritech New
Media.

The FCC proposes easing regulations for telcos to build long-distance fiber networks as long as the new capacity is
made available to competitors at cost. This is designed to allow telcos to better deploy their xDSL technology to
individual homes and thus compete with cable modems.

In an attempt for private sector initiatives to campaign finance reform, Daniels Cablevision gets permission from the
Federal Election Commission to offer free campaign ads to U.S. House and Senate candidates on its California
systems. It voluntarily reserves 20% of its available advertising time for qualified candidates.

The Department of Justice claims PrimeStar's cable owners dismantled the first EchoStar/ASkyB deal and files an
antitrust suit in May to prevent PrimeStar from gaining access to the 28 transponders in the third and final available
full-CONUS direct-broadcast satellite slot (110 degrees west). This action dissolves the June 1997, $1.1 billion
merger agreement with MCI Communications and News Corp because PrimeStar will not agree to the DOJ demand
that the five cable owners divest their ownership interests for the transaction to continue. MCI purchased the
transponders for $682.5 million in 1995.



The FCC's June 11 ruling allows set-top boxes to be available commercially at retail outlets. The move is mandated
by the Telecommunications Act of 1996. The commission also rules MSOs must separate out security functions
from boxes by July 1, 2000, in spite of industry lobbying to delay the date until September 1, 2000. (1998 FCC
LEXIS 2778; FCC No. 98-116)

1999
As expected, regulation of the upper tier prices for major cable companies ceases on March 31 with little fanfare.

Retransmission consent negotiations again result in embittered battles. Among others, Fox Broadcasting demands
Cox Communications distribute FX, Fox Family and Fox World Sports company-wide on its digital tiers. As a
result, Fox's broadcast signal disappears from Cox's line-up for a week for 400,000 angry customers in Washington
D. C., Cleveland, Dallas, Houston and Austin.

The $56.4 million MediaOne merger with AT&T stays in limbo until the FCC's cable-ownership-cap-and-attribution
rules and the issue of "insulated limited partnerships" is resolved. Pushing AT&T over the 30 percent cap is
MediaOne's 25.5% limited partnership in Time Warner Entertainment, making TWE's 9.7 million subscribers
attributable to AT&T. Together, AT&T, MediaOne, and Time Warner would serve 42 percent of the nation's cable
and satellite homes. (14 FCC Rcd 19014; FCC No. 99-904)

A crucial FCC decision December 22 opens the door for Bell Atlantic Crop. to offer long-distance service to New
York residents, the first time since the AT&T breakup that an RBOC will be allowed to offer local and long-distance
service. (15 FCC Rcd 3953; FCC No. 99-904)

The Connecticut Department of Public Utility Control votes August 25th to allow SNET, which was purchased by
SBC Communications last year, to discontinue construction of its statewide HFC network. Through SBC was the
first RBOC to jump into the video business in 1993, its operations never lived up to SBC's expectations. SBC
absorbs Ameritech and halts the franchising efforts of Ameritech New Media, the nation's largest cable over-builder.
Its cable/data networks pass 1.7 million homes and serve 200,000 subscribers in 114 communities in Illinois, Ohio
and Michigan. (1999 Conn. PUC LEXIS 347; Docket No. 99-04-02)

The FCC approves the sale of Comcast Corp.'s cellular-telephone unit to SBC Communicaitons Inc. for $400
million in cash and $1.3 billion in assumed debt. Comcast Cellular serves approximately 800,000 customers,
including the company's home market of Philadelphia. Bell Atlantic. (14 FCC Rcd 10604; FCC No. DA 99-1318)

The FCC rules November 18 that Incumbent Local Exchange Carriers (ILECs) must share their lines with high-
speed Internet competitors. The ruling prohibits ILECs from requiring high-speed Internet competitors to buy a
second line when hooking up a DSL or data customer. The average $20 monthly charge for second line is a
disadvantage when the ILEC uses a single line to offer their own voice and DSL products. (1999 FCC LEXIS 5958;
FCC No. 99-355)

The FCC imposes an array of conditions and noncompliance penalities in order to approve the $60 billion merger of
SBC and Ameritech. (14 FCC Red 14712; FCC No. 99-279)

The FCC requests a federal appeals court in California overturn a federal district court order supporting open access
to Internet service providers on cable systems in Portland, OR, maintaining the policy for the Internet regulation is
national, not local. As the "open access" issue gets hotter, the OpenNet Coalition of Internet-related companies hires
powerful lawyers and a politically well-connected public relations team to assist communities where the issue is
raised. (AT&T v. City of Portland, 43 F. Supp. 2d 1146, 1151-district court order.)

The FCC's Fifth Annual Competition Report shows DBS grew 44% in one year (from 5 million to 7.2 million
subscribers, or 9.4% of the market) while the cable industry grew two percent (three million customers reaching a
total of 73.6 million households) from 1997 to 1998. Cable's market share, however, dropped to 85% of the
multichannel video programming distributor (MVPD) market, down from 87% in 1997. The study also shows cable
prices outpaced inflation: Cable prices rose 8.5% while the Consumer Price Index rose 2%, according to the Bureau
of Labor statistics.



Legislation introduced to push back the March 31 deadline for FCC to cease regulating cable prices on expanded
basic cable services fails to pass. Cities retain the right to regulate lifeline basic services.

The Towa state Supreme Court withdraws its 1998 opinion and says it is appropriate for municipalities to operate
telephone utilities. (City of Hawarden v. U S West Communications, Inc., 590 N.W. 2d 504 (Iowa 1999))

Open access preoccupies the industry much the year. The U.S. District Court rules in June that the local regulators in
Portland, OR can force AT&T Corp. to open its network as part of the franchise transfer process. The ruling
immediately goes to the Ninth Circuit Court of Appeals. The core issue is whether high-speed Internet access is a
cable or telecommunications service and whether a cable operator is a "telecommunications facility" or a provider of
"telecommunications services". The NCTA argues services like Road Runner and Excite@Home are advanced cable
services and should be regulated like plain old cable service. In response, AT&T files a lawsuit against Portland, OR
challenging its authority to demand the company open its platform to competitors. Congress introduces several Open
Access measures,including H.R. 1686, the Internet Freedom Act, which would allow unaffiliated ISPs denied cable
access to file antitrust suits against cable operators. After defending its right to refuse to carry independent internet
service providers for much of the year, AT&T smothers the rising public outcry and breaks ranks with other cable
operators in a Decmember 6th agreement to provide Mindspring, the nation's second largest ISP, across its high-
speed broadband network.( A7&T v.City of Portland, 43 F. Supp.2d 1146, 1151)

President Clinton signs the Satellite Home Viewer Improvement Act November 29 which grants DBS providers the
opportunity to bring local broadcast signals into local markets.

On July 31, the U.S. District Court in Miami orders DirecTV and Prime Time 24 to discontinue distant network
stations service to customers in Grade A and Grade B contours. Following th enactment of SHVIA, the Court rules
in December that PrimeTime 24 can sell distant network signals to any C-band dish owner who subscribed before
Oct 30, regardless of whether they disconnected or were terminated by court order. (CBS v. PrimeTime 24, 48
F.Supp.2d 1342, 1363, ruling at 1998 U.S. Dist. LEXIS 20488 (Dec. 30, 1998); CBS v. DirecTV, 1999 U.S. Dist.
LEXIS 6503)

Late fee charges plaguing the industry for years took on a new level as the Maryland Appeals Court issues a July 26
ruling upholding a lower court's ruling in a class action lawsuit that AT&T must return about $7.5 million in illegal
late fees and interest paryments to cable customers in Baltimore. Dozens of late fee lawsuits are pending around the
country. (United Cable v. Burch, 732 A.2d 887, 901)

The U.S. Court of Appeals for the Fifth Circuit in Ne w Orleans holds that local governments have the authority to
require open-video system operators to obtain franchises, even though Congress intended to lift that burden with the
Telecommunications Act of 1966. (City of Dallas v. FCC, 165 F.3d 341, 360)

On February 17, The Iowa State Supreme Court withdraws its 1998 opinion and says it is appropriate for
municipalities to operate telephone utilities. (Towa Telephone Ass'n v. City of Hawarden, 589 N.W.2d 245, 255-256)




Creation Stage 1876-1896

Bell patents telephone

Original investors included Boston bankers, George Bradley, W.G. Salastonn and
G.Z. Salisby had organized

Western Union immediately replies by using their telegraph network only to be
forced to give up its infrastructure in 1879

Bell acquires Western Electric and signs an exclusive contract that created uniformity
and also proved very profitable for Western

Bell culminates a process of constant restructuring by moving the company to New
York under ATT

ATT shifts from holding company to centralized management structure
AT& T acquires numerous patents and begins to prepare for competition

*1899,1900, 1906 the annual rate of growth exceeded 22%

Competition and Early Regulation
The most serious threat to Bell was the American Telephone, Telegraph and Cable company (headed by

rival banker, Rockefeller) attempted to consolidate independents. The Financial History of American
Telephone and Telegraph Company,; Stehlman, page 57

Sublicensing becomes a “powerful weapon”
Morgan finances ATT and breaks up consolidation efforts of the competitors

States begin regulation of telephone institute common carrier laws

Vail Years 1906-1914

streamlines company

includes marketing and concept of service provider

“embraces” regulation

Western Union under the control of ATT

Loading coil introduced

Mann-Elkin widens state efforts of regulation but proves ineffective

Kingsbury Commitment 1913

forces divestiture of WUnion,
puts ATT under ICC
requires connection/access



World WAR and “Nugatory period” p. 184. Page

First Air-to ground and Ground to Air radio communications developed by Bell labs

President Woodrow Wilson issued a proclamation assuming control of the telephone and
telegraph systems in the United States, placing them under the direction of the Post Office
Department as of July 31, 1918. This proclamation is issued under authority of a joint
resolution of Congress.

Western Electric and ATT become vital source of technology and manufacturing during wartime.

The Bell System announces plans for the introduction of machine switching (dial telephones)
in its exchanges..

dual system emerged

Western Electric expands global manufacturing base
“through all cities of consequence in the world”

1921 Graham-Willis Act
solidifies the theory of natural monopoly and precludes it from anti-trust suits

allows greater flexibility to merge and acquire control of companies
Cross-licensing agreement further expands monopoly status, creates stability in telecom

Transcontinental service (1915)becomes an increasingly important aspect for both the military and the
consumer market

ATT invents and patents sound motion picture
Radio Act of 1927
ATT goes into agreement with RCA and agrees to get out of broadcasting

Lloyd Espenschied and Herman Affel applied for a patent for broadband coaxial cable, the first
broadband transmission medium.




Walter Gifford 1925

e Established Bell Labs

e Reorganized company to “establish organizational principles that lasted into the
1980’s”

e Sold the international businesses..(except Canadian)

Key aspects of 1934 Communications Act

Federal-State division of responsibilities

Common carrier obligations including interconnection

Rate regulation

Universal services

. Creation of Federal Communications Commission (FCC) to assume telecom duties of
ICC and FRC (radio)

I

Defines carrier services and how offered

e Descriptions and rates for various services, features, & options
e Terms and conditions of transaction

e Limits on carrier liability

e A substitute for a contract with customer

State-Fed regulations
e FCC to regulate interstate telephone service

Regulation of intrastate (wireline) communications left to the states

No clear division between state and federal

Can divide individual calls (intrastate/interstate)

Many network components serves both types of calls and cannot be physically
separated

e FCC can preempt state on some issues, but must clearly show why it is necessary

Common Carriers
e Carriers must provide (interstate communications) “service upon request”

e Must interconnect with other carriers when FCC decides it is “in the public interest”

e Charges, practices, classifications, and regulations must be “just and reasonable”
No “unjust or unreasonable discrimination

e Regulators decided when carriers had to interconnect




Other Factors that contributed to Monopoly status

Carrier cannot construct facilities until FCC issues “certificate of public convenience”
Carrier also need FCC approval to dismantle facilities

Thus, FCC empowered to control entry into and exit from the industry
FCC used this power (for years) to keep competitors out and retain monopoly status

In theory, FCC could set rates on each individual service/option (rate elements)

FCC chose a loose approach to monitor overall earnings, especially of AT&T

WWII

On the back of Western Electric, AT&T became not only the major industry player in
the United States, but in fact, the largest company in the world. Through its monopoly
control, AT&T came to dominate the three major areas of telephone service: local
service, long distance service, and equipment.

DOD relationship very strong “by 1944 roughly 85% of Western Electric business
was defense contracts”

Post WWII
In 1949, the government sued Western Electric and AT&T charging that they had

monopolized the manufacture and sale of telephones and equipment (Civil Action No.
17-49).

What the government sought was the divestiture by AT&T of Western Electric, the
termination of the exclusive relationship Western Electric enjoyed with AT&T, and
the total separation of telephone manufacturing from the provision of telephone
service, among other things.

Demand for telephones “skyrocketed”

Consent Decree of 1956

Instead, an injunction was issued which barred AT&T from engaging in any business
other than the provision of common carrier communication services

Allowed to re-enter non telephone industries such as computers and information
services

Required Western Electric and AT&T to license their patents to anyone who wanted
them upon the payment of appropriate royalties.

Allowed others to manufacture telephone equipment which they could actually sell to
businesses and residential customers who could attach this equipment to AT&T's
telephone network



There were substantial differences between what the government had sought in its
1949 complaint and what was actually provided by the consent decree (CA 82-0192,
Transcript 1-24-56).

1959

In 1959, the antitrust's subcommittee of the House Judiciary Committee held hearings
on the 1956 consent decree The Subcommittee's investigations revealed that AT&T
was very active behind the scenes in trying to get the government to suspend its 1949
suit. (Report of the Antitrust Subcommittee of the House Committee on the Judiciary
on the Consent Decree Program of the Department of Justice, 86 Cong. First Sess.,

Jan. 30, 1956).

As a result of AT&T's continuing lobbying of the Defense Department, the Secretary
of Defense wrote a letter to the Attorney General asking him to end the 1949
litigation without requiring AT&T's divestiture of Western Electric. The
Subcommittee, in its 1959 report, concluded that the Attorney General manifested a
willingness to have the Justice Department consider a token settlement.

The Subcommittee also uncovered the fact that AT&T had actually prepared the letter
that the Secretary of Defense sent to the Attorney General. (Subcommittee Report,
35)

1960’s

hexagon cells developed

1974 Anti —trust suit & 1982 Modified Final Judgement

The government indicated that it brought the 1974 suit because the 1956 consent
decree had not prevented AT&T from restraining competition in telephone equipment
manufacture, nor protected against antitrust violations in long distance telephone
service. AT&T pursued various legal actions to derail this suit, but pretrial action
began in 1978, and a new settlement was proposed in 1982. That year the court, under
Judge Harold Green, held a hearing on the settlement and released what was officially
called "A Modification of Final Judgment."

AT&T was required to divest itself of its 22 operating companies, the local service
providers.

AT&T would only be allowed to provide long distance service and would have to
face competition from other long distance carriers, such as MCI and Sprint.

Local telephone service was now to be provided by seven regional Bell operating
companies



Creation Stage 1876-1896
e Bell patents telephone

e Original investors included Boston bankers, George Bradley, W.G. Salastonn and G.Z.
Salisby had organized

e Western Union immediately replies by using their telegraph network only to be forced to give
up its infrastructure in 1879

e Bell acquires Western Electric and signs an exclusive contract that created uniformity and
also proved very profitable for Western

¢ Bell culminates a process of constant restructuring by moving the company to New York
under ATT

e ATT shifts from holding company to centralized management structure
e AT& T acquires numerous patents and begins to prepare for competition

e *1899,1900, 1906 the annual rate of growth exceeded 22%

Competition and Early Regulation
The most serious threat to Bell was the American Telephone, Telegraph and Cable company

(headed by rival banker, Rockefeller) attempted to consolidate independents. The Financial
History of American Telephone and Telegraph Company, Stehlman, page 57

e Sublicensing becomes a “powerful weapon”
e Morgan finances ATT and breaks up consolidation efforts of the competitors

e States begin regulation of telephone institute common carrier laws

Vail Years 1906-1914

streamlines company

includes marketing and concept of service provider

“embraces” regulation

Western Union under the control of ATT

Loading coil introduced

Mann-Elkin widens state efforts of regulation but proves ineffective

Kingsbury Commitment 1913
e forces divestiture of WUnion,

e puts ATT under ICC
e requires connection/access



World WAR and “Nugatory period” p. 184, Page

First Air-to ground and Ground to Air radio communications developed by Bell labs

President Woodrow Wilson issued a proclamation assuming control of the telephone and
telegraph systems in the United States, placing them under the direction of the Post Office
Department as of July 31, 1918. This proclamation is issued under authority of a joint
resolution of Congress.

Western Electric and ATT become vital source of technology and manufacturing during
wartime.

The Bell System announces plans for the introduction of machine switching (dial telephones)
in its exchanges..

dual system emerged

Western Electric expands global manufacturing base
“through all cities of consequence in the world”

1921 Graham-Willis Act

solidifies the theory of natural monopoly and precludes it from anti-trust suits
allows greater flexibility to merge and acquire control of companies
Cross-licensing agreement further expands monopoly status, creates stability in telecom

Transcontinental service (1915)becomes an increasingly important aspect for both the
military and the consumer market

ATT invents and patents sound motion picture
Radio Act of 1927
ATT goes into agreement with RCA and agrees to get out of broadcasting

Lloyd Espenschied and Herman Affel applied for a patent for broadband coaxial cable, the
first broadband transmission medium.



Key aspects of 1934 Communications Act

Federal-State division of responsibilities

Common carrier obligations including interconnection
Rate regulation

Universal services

_ Creation of Federal Communications Commission (FCC) to assume telecom duties of
ICC and FRC (radio)

S e B e

Defines carrier services and how offered

e Descriptions and rates for various services, features, & options
e Terms and conditions of transaction

e Limits on carrier liability

e A substitute for a contract with customer

State-Fed regulations
e FCC to regulate interstate telephone service

Regulation of intrastate (wireline) communications left to the states

No clear division between state and federal

Can divide individual calls (intrastate/interstate)

Many network components serves both types of calls and cannot be physically
separated

e FCC can preempt state on some issues, but must clearly show why it is necessary

Common Carriers
e Carriers must provide (interstate communications) “service upon request”

e Must interconnect with other carriers when FCC decides it is “in the public interest”

e Charges, practices, classifications, and regulations must be “just and reasonable”
e No “unjust or unreasonable discrimination

e Regulators decided when carriers had to interconnect

Other Factors that contributed to Monopoly status
e Carrier cannot construct facilities until FCC issues “certificate of public convenience”

e Carrier also need FCC approval to dismantle facilities



Thus, FCC empowered to control entry into and exit from the industry
FCC used this power (for years) to keep competitors out and retain monopoly status

In theory, FCC could set rates on each individual service/option (rate elements)

FCC chose a loose approach to monitor overall earnings, especially of AT&T



Creation Stage 1876-1896

1876
1877

1877

1882

1896

1897

Bell patents telephone
Original investors included Boston bankers, George Bradley, W.G.
Salastonn and G.Z. Salisby had organized

Western Union immediately replies by using their telegraph
network only to be forced to give up its infrastructure in 1879

Bell acquires Western Electric and signs an exclusive contract that
created uniformity and also proved very profitable for Western
Bell culminates a process of constant restructuring by moving the
company to New York under ATT

ATT shifts from holding company to centralized management
structure

AT& T acquires numerous patents and begins to prepare for
competition

11899,1900, 1906 the annual rate of growth exceeded 22%

1905

1906

1907

1907

1907

1908

1910

Sublicensing becomes a “powerful weapon”

Morgan finances ATT and breaks up consolidation efforts of the
competitors

States begin regulation of telephone institute common carrier laws

Vail returns, streamlines company, includes marketing and
embraces regulation

Loading coil introduced
Western Union under the control of ATT

Mann-Elkin widens state efforts of regulation but proves
ineffective

Competition and Regulation

The most serious threat to Bell was the American Telephone, Telegraph and Cable
company (headed by rival banker, Rockefeller) attempted to consolidate independents.
The Financial History of American Telephone and Telegraph Company

Stehman page 57




1912

1913

Radio Act of 1912: the federal government shut down all private
radio operations in the United States.

Kingsbury commitment forces divestiture of WUnion, puts ATT
under ICC and requires connection/access

World WAR and “Nugatory period” p. 184, Page

1917

1918

1919

1921

First Air-to ground and Ground to Air radio communications
developed by Bell labs

President Woodrow Wilson issued a proclamation assuming control of
the telephone and telegraph systems in the United States, placing

them under the direction of the Post Office Department as of July 31,
1918. This proclamation is issued under authority of a joint resolution of
Congress. Western Electric and ATT become vital source of
technology and manufacturing during wartime.

The Bell System announces plans for the introduction of machine
switching (dial telephones) in its exchanges.

Graham-Willis act solidifies the theory of

1920

1926

1925

1926

1927

1928

1929

natural monopoly and precludes it from anti-trust suits

ATT has crippled Independent markets through price controlling,
uniformity, and constant accumulation of independents

Western Electric and ATT become vital source of technology and
manufacturing

Cross-licensing agreement further
expands monopoly status, creates stability in telecom

Transcontinental service (1915)becomes an increasingly important
aspect for both the military and the consumer market

ATT invents and patents sound motion picture
Radio Act

ATT goes into agreement with RCA and agrees to get out of
broadcasting

Lloyd Espenschied and Herman Affel applied for a patent for
broadband coaxial cable, the first broadband transmission medium.




Creation Stage 1876-1896

1876

1877

1877

1882

1894

1896

Bell patents telephone

Original investors included Boston bankers, George Bradley, W.G.
Salastonn and G.Z. Salisby had organized

Western Union immediately replies by using their telegraph
network only to be forced to give up its infrastructure in 1879

Bell acquires Western Electric and signs an exclusive contract that
created uniformity and also proved very profitable for Western

AT& T acquires numerous patents and begins to prepare for
competition

Bell culminates a process of constant restructuring by moving the
company to New York under ATT

ATT shifts from holding company to centralized management
structure

*1899,1900, 1906 the annual rate of growth exceeded 22%



Competition and Regulation

The most serious threat to Bell was the American Telephone, Telegraph and Cable company (headed by
rival banker, Rockefeller) attempted to consolidate independents. The Financial History of American
Telephone and Telegraph Company; Stehlman, page 57

1905 Sublicensing becomes a “powerful weapon”

1906 Morgan finances ATT and breaks up consolidation efforts of the
competitors

1907 States begin regulation of telephone, institute common carrier laws

1907 Vail returns, streamlines company, includes marketing and
embraces regulation

1907 Loading coil introduced
1908 Western Union under the control of ATT

1910 Mann-Elkin widens state efforts of regulation but proves
ineffective

1911 Radio Act of 1912: the federal government shut down all private
radio operations in the United States.

1912 Kingsbury commitment forces divestiture of WUnion, puts ATT
under ICC and requires connection/access



World WAR and “Nugatory period” p. 184, Page

1917

1918

1919

1920

1920

1920

1921

1922

1926
1926
1927

1928

1929

1934

First Air-to ground and Ground to Air radio communications developed by Bell
labs

President Woodrow Wilson issued a proclamation assuming control of
the telephone and telegraph systems in the United States, placing

them under the direction of the Post Office Department as of July 31,
1918. This proclamation is issued under authority of a joint resolution of
Congress. Western Electric and ATT become vital source of technology and
manufacturing during wartime.

The Bell System announces plans for the introduction of machine
switching (dial telephones) in its exchanges. Cost studies have been
underway since 1884. In January, certain long line rates are increased by
20% by order of the Postmaster. On July 30, Postmaster General A.S.
Burleson signs an order returning the telegraph and telephone systems to
private ownership. On November 8th, the first large machine switching
exchange in the Bell system is brought into service in Norfolk, VA. This
exchange uses the step-by-step system and is installed by the Automatic
Electric Company of Chicago for the Bell System. Finally, Theodore N.
Vail retires as president. Harry Bates Thayer is elected as president.

Graham-Willis act solidifies the theory of
natural monopoly and precludes it from anti-trust suits

ATT has crippled Independent markets through price controlling, uniformity,
and constant accumulation of independents
Western Electric and ATT become vital source of technology and manufacturing

KDKA

Cross-licensing agreement further expands monopoly status, creates stability in
telecom

Transcontinental service (1915)becomes an increasingly important aspect for
both the military and the consumer market

ATT invents and patents sound motion picture
Radio Act
ATT goes into agreement with RCA and agrees to get out of broadcasting

Lloyd Espenschied and Herman Affel applied for a patent for broadband coaxial
cable, the first broadband transmission medium.

Hoover’s statement sparks 34 point drop in ATT’s stock, the depression begins

FCC created



1960

Legislation to give the FCC regulatory authority over cable is sent back to committee where the bill dies.
(S. 2653, 86th Congress, 1st Session) The industry is divided on the issue, with a number of operators
supporting FCC licensing and protection similar to that for broadcasters.

1962
The FCC rules that CATV systems could use microwave relay systems to bring broadcast signals from
distant cities only by showing that there would be no economic impact to broadcasters. ((Carter Mountain
Transmission Corp., 32 FCC 459, aff'd, 341 F.2d 359 (D.C. Cir.). cert. denied, 375 U.S. 951 (1963)).

1963
The U.S. Court of Appeals affirms the FCC position in Carter Mountain Transmission Corp. v. FCC. The

decision is the foundation of the FCC's "economic impact" rules that restrain cable's growth in the next
decade. (321 F.2d 359 (D.C. Cir))

1965

The First Report and Order by the FCC, based on the Carter Mountain decision, begins regulation of all
cable systems receiving distant broadcast signals by microwave, including must-carry and non-duplication
requirements. (Dockets 14895 and 15233, 38 FCC 683).

1966

The FCC extends regulation to all cable systems and requires systems in the top 100 television markets to
obtain FCC approval to import distant signals via microwave. (Second Report and Order in Dockets 14895,
15233 and 15971, 2 FCC 2d 725, aff'd, 399 F.2d 65 (8th Cir. 1968)).

The FCC grants the first Community Antenna Relay Service (CARS) license to Santa Maria Valley Cable
TV.

1968

The U.S. Supreme Court in Fortnightly Corp v. United Artists upholds the master antenna concept. The
ruling affirms that cable operators arenot responsible for paying copyright fees under the 1909 copyright
law to producers, artists and actors for programming carried cable systems. (392 U.S.390)

In United States v. Southwestern Cable Corporation, the U.S. Supreme Court upholds the FCC's
jurisdiction over cable television as being "reasonably ancillary to the effective performance of the
Commission's" responsibility for regulating broadcasting. (392 U.S. 157)

1968

The FCC rules, under Section 214 of the Communications Act, that telephone companies must file for a
Certificate of Public Convenience before building cable facilities, eliminating a strong competitive
advantage of the telcos over cable companies. (13 FCC 2d 448)

The FCC freezes development of cable systems in the top 100 markets with an "anti-leapfrogging" notice
that cable systems have to obtain permission of any distant station before importing it; cable systems in 35
mile radius of TV stations in smaller markets have to carry nearest network, independent and public
stations; while it considers new rules for cable (Community Antenna Television Systems, Inc.,15 FCC 2d
417).

1969

The FCC requires cable systems with more than 3,500 subscribers to provide local origination
programming. (First Report and Order in Docket 18397,20FCC 2d 201)

1969

The U.S. Supreme Court affirms the FCC "Section 214" ruling which requires telephone companies to file
for Certificates of Public Convenience before building cable facilities. (396 U.S. 888)

The U.S. District Court in Nevada rules that Nevada can regulate cable through the Public Utilities
Commission.




1970
FCC rules prohibit telco ownership of cable systems in their own service area. (21 FCC 2d 307, aff'd,1 449
FCC 2d 846 (5th Cir. 1971))

FCC prohibits cable systems ownership by national television networks or TV stations in the cable system's
area. (23 FCC 2d 816)

The FCC adopts "anti-siphoning" rules to protect programming on broadcast TV (23 FCC 2d 825)

1971
The FCC preempts local authorities from regulating pay TV on cable systems.It also stays its local
origination rule in response to a court decision that it did not have power to impose the requirement.

1971
The Eighth Circuit holds the FCC could not require local origination. (United States v. Midwest Video
Corp., 441 F.2d 1322 (8th Cir.))

1972

The FCC issues new and wide-ranging rules governing cable TV. Provisions include distant signal
importation, program exclusivity, public access and technical requirements. (Cable Television Report and
Order, 36 FCC 2d 143, aff'd, 523 F.2d 1244 (9th Cir. 1975))

1972

The U.S. Supreme Court overturns an appellate court ruling in favor of the FCC's local origination rules but
reaffirms FCC authority overcable. (United States v. Midwest Video Corp. (Midwest Video I), 406 U.S.
649)

1973
The FCC approves applications to establish domestic communications satellites, a crucial link in cable
program distribution.

1973
Congress passes anti-blackout legislation which requires that sold-out games in pro football, baseball,
basketball and hockey be made available for over the air TV, rather than cable or pay TV.

1974

The FCC rescinds its local origination rule after continuing its stay of rule since 1971, despite the Supreme
Court's 1972 decision giving the Commission the power to impose the rule, but requires operators to buy
and maintain local origination equipment for community use. (49 FCC 2d 1090)

1976
FCC repeals distant signal "leapfrogging" rules, allowing cable systems to import signals as they choose.
(Selection of Television Signals, 57 FCC 2d 625)

1976

The Copyright Revision Act is passed by Congress. It establishes a "compulsory license" allowing cable
systems to retransmit broadcast stations and sets fee schedules for carrying distant signals for the first time.
The cable operator is liable for copyright payments. (17 U.S.C. 101-118)

1977

The FCC approves the use of 4.5 meter earth station receivers. The ruling permits more cable systems to
acquire the equipment necessary to receive nationally distributed programming via satellite. (American
Broadcasting Inc., 62 FCC 2d 901)




1977

U.S. Court of Appeals strikes down FCC rules limiting pay TV, opening the way for expanded cable
services. It also suggests that cable may have some First Amendment rights. (Home Box Office v. FCC, 567
F.2d (D.C. Cir.) cert. denied, 434 U.S. 329)

1978
Congress passes a Pole Attachment Act which establishes a national policy for attaching cable wires to
poles owned by utility companies.

A federal appellate court affirms the FCC's preemption of local control over pay TV. (Brookhaven Cable
TV v. Kelly, 573 F.2d 765 (2d Cir.), cert. denied, 441 U.S.924 (1979))

1978
The FCC institutes registration for cable systems and reaffirms EEO requirements. (69 FCC 2d 697, 69
FCC 2d 1324)

1979
The U.S. Supreme Court rejects PEG and local access requirements. (United States v. Midwest Video Corp
(Midwest Video II), 440 U.S. 689)

1979
The FCC allows use of small earth stations without licenses, but also without protection from interference.
(Regulation of Domestic Receive-Only Satellite Earth Stations, 74 FCC 2d 205)



1980
The FCC repeals rules which limit a cable systems' ability to import distant signals and the rules which
require program exclusivity on localcable systems.

1981
In Malrite v. FCC, a federal appellate court upholds the FCC repeal of the distant signal and program
exclusivity rules. (652 F.2d 1140 (2d Cir.1981), cert. denied, 454 U.S. 1143 (1982))

1982
State laws requiring cable access to apartment buildings constitute a fifth amendment "taking" and require
just compensation, the U.S. SupremeCourt rules. (Loretto v. TelePrompTer Manhattan, 458 U.S. 418)

The U.S. Supreme Court restrict states' regulation of cable content. (Capital Cities v. Crisp, 467 U.S. 691)

The U.S. Supreme Court holds that cities are not necessarily protected from antitrust laws in the cable
franchising process. (Community Communications Co., Inc. v. City of Boulder, 455 U.S. 40)

1982

In response to FCC lifting syndicated exclusivity and distant signal rules, the Copyright Royalty Tribunal
sets a rate at 3.75% of gross basic subscriber revenue for each Distant Signal Equivalent. As an unintended
consequence, this stimulates development of non-broadcast programming.

1984

U.S. District Court Judge Harold Greene approves the Modified Final Judgment (MFJ) consent decree
which breaks up AT&T. The network distribution system is separated into seven regional bell operating
companies (RBOCs). The long-distance carrier and the research businesses continue to be called AT&T.

The Cable Communications Policy Act--the first comprehensive legislation affecting the cable industry--is
passed. It relaxes rate regulation, provides for orderly franchise renewals and stimulates programming
development.

Deregulation of basic rates for cable service takes effect under the 1984 Cable Act.

1985

The U.S. Court of Appeals strikes down FCC rules requiring cable operators to carry all local broadcast
signals. The court holds the rules violate cable's First Amendment rights. (Quincy Cable Television v. FCC,
768 F.2d 1434 (D.C. Cir.))

1986

The U.S. Supreme Court, in Preferred Communications v. Los Angeles, holds that cable operators are
entitled to some First Amendment protection, but declines to specify the extent of that protection. (476 U.S.
488)

1986
The FCC adopts revised must carry rules in response to the 1985 Quincy Cable Television v. FCC decision.

1987
The U.S. Court of Appeals rejects the FCC's revised must carry rules on First Amendment grounds.
(Century Communications v. FCC, 835 F.2d (D.C. Cir.1987), cert. denied., 486 U.S. 1032 (1988))

1988
The FCC issues orders to reinstate syndicated exclusivity. This gives broadcasters the right to request that
local cable systems "black out" certain programs carried by distant stations.



1991
The U.S. Supreme Court rules that taxes applicable to cable but not other media do not violate the First Amendment.
(Leathers v. Medlock, 499 U.S.439)

1992

The 1992 Cable Consumer Protection Act is passed over a presidential veto. The law gives the FCC broad powers to
re-regulate the industry. Among the provisions are stringent rate regulation and roll-backs, rules favoring broadcast
stations, and items governing marketing tactics and technological requirements.

The FCC is tasked with implementing 13 different proceedings from the 1992 Cable Consumer Protection Act and
freezes rates until it can address critical issues.

1993

Bell Atlantic successfully challenges the telco-cable cross-ownership ban specified in the 1984 Cable Act. A Federal
court in Virginia rules the ban violates the First Amendment. The other six RBOCs file similar lawsuits. The U.S.
Justice Department and the NCTA file appeals.

A special three-judge district court upholds the 1992 Cable Act's must carry provisions.

Congress introduces legislation to conditionally lift telco-cable cross-ownership bans. Other legislation removes
state and local barriers to local telephony loop entry so cable operators can offer telephony services.

The FCC issues cable rate benchmarks in April and institutes a series of rate freezes. It requires systems to roll back
customer rates,negotiate retransmission consent agreements with local broadcasters, rearrange channels to
accommodate must carry signals, and add new satellite services required to reach FCC benchmark levels.

Must carry/retransmission consent negotiations begin. Network broadcasters demand cash payments from cable
systems for carrying network stations. Cable systems agree to launch broadcaster-owned satellite networks in
exchange for signal carriage. Unable to reach agreement, local broadcast stations in several markets force cable
systems to drop their signals.

The Clinton Administration unveils its telecommunications policy and calls for fostering construction of a national
"information superhighway" infrastructure. New FCC Chairman, Reed Hundt, makes stringent enforcement of the
1992 Cable Act a top priority.

The FCC plans to auction the personal communications services (PCS) spectrum which could result in as many as
seven wireless operators in agiven market. License holders can team up to craft a nationwide wireless network.

1994
Federal courts allow telcos into the cable programming business.

The Supreme Court remands the must carry case back to the lower courts, while again stating that cable has certain
First Amendment protection. (Turner Broadcasting v. FCC, 114 S. Ct. 2445) Suits challenging provisions of the
1992 Cable Consumer Protection Act provisions move forward.

Customer rates are rolled back a second time. The FCC is unable to respond to 4,500 of the 6,500 rate complaints
filed during the year.

The FCC uses Section 214 to establish its oversight of "video dialtone" (VDT). Telcos file a number of applications
to construct VDT systems instead of seeking cable franchises from local regulatory authorities.

The FCC establishes a Cable Bureau and releases its going-forward rules. Operators may collect 20 cents per month
for each channel added to regulated tiers for up to six new basic channels over a three-year period. The rules also
allow operators to create unregulated new product tiers for new niche services. Many planned network services are
unable to get funding due to the FCC's restrictive regulation.



1995
A number of states repeal laws banning cable operators from offering telephony services.

In order to settle the outstanding number of rate complaints in a timely manner, the FCC enters into "social
contracts" with major MSOs. In exchange for subscriber refunds, stable prices and commitments to rebuild systems
and increase channel capacity, the FCC agrees to stop rate proceedings.Time Warner Cable and Continental .
Cablevision enter into such agreements. Comcast, Cablevision Industries, Tele-Communications, Inc., Cox and
Cablevision Systems reach more limited settlements of rate complaints with the FCC.

The FCC begins auctioning the PCS spectrum. It also changes its cost-of-service rules which provide cable operators
with an alternative to the benchmark formula for calculating their maximum permitted rates.

High Definition Television (HDTV) is subject to delays amid Congressional and industry debate on issues.

1996

The Telecommunications Act of 1996 passes Congress and is signed into law on February 8, signaling a new era in
U.S. communications. It immediately deregulates rates for small cable systems. It removes entry barriers and
requires RBOCs to open up their markets to competition. AT&T begins to offer local telephone serviceand the
RBOC:s prepare plans to offer long distance services.

U.S. District Judge Harold Greene officially terminates the consent decree which governed the 1984 breakup of the
Bell System.

A federal appellate court upholds rate regulation under the 1992 Cable Act and finds that the Act did not violate
cable's First Amendment rights. It holds that the FCC's rule making in certain instances under the 1992 Act was
flawed. (Time Warner Entertainment v. FCC, 56 F.3d15 (D.C. Cir.) cert. denied, 116S. Ct. 911 (1996))

A Delaware state court judge finds against U S West in its suit to prevent Time Warner's purchase of Turner
Broadcasting, Inc. FTC approves Time Warner's purchase of Turner Broadcasting.

The U.S. Supreme Court holds that the First Amendment is violated by sections of the 1996 Telecommunications
Act--1) requiring operators to separate "patently offensive" material on one channel to block the channel and to
unblock it within 30 days of a customer's written request and 2) allowing operators to ban pornographic material on
public access channels. In the same case, the Court upholds a provision permitting operators to prohibit
pornographic programming on leased access channels ( Denver Area Educational Telecommunications Consortium,
Inc.v. FCC 116 S. Ct. 2374.)

The FCC auctions MMDS licenses, PCS and DBS frequencies. At 136 days and 181 rounds from start to finish, the
wireless cable auction was the longest in FCC history, raising$216.3 million for 493 Basic Trading Area (BTA)
authorizations. The PCS auction raised $10.2 billion.

The FCC is tasked with implementing scores of different proceedings from the Telecommunications Act of 1996. In
August, it approves an Interconnection Order to facilitate cable operator entry into telephony. However, in an appeal
from the RBOC:s, a three-judge panel of the U.S. Court of Appeals for the Eighth Circuit in St. Louis halts the FCC
order that seeks to open RBOC telephone markets to competition.

In order to facilitate and accelerate the deployment of DBS, the FCC unanimously approves preemption of local
zoning regulations that restrict dish placement. The FCC proposes to preempt private restrictions (i.e., condo
associations, planned communities, covenant restrictions).

1997
The Supreme Court, in a unanimous decision, affirms a Wilmington, Del. court decision to deny a preliminary
injunction of Section 505 of the 1996 Telecommunications Act. Playboy and Spice appealed the provision which



requires cable operators to fully scramble the video and audio signals of adult channels or offer the programming
only between 10 p.m. and 6 a.m. (Playboy Entertainment Corp v. United States, 117 S. Ct. 1309)

In a 5-4 ruling that surprises the cable industry, the Supreme Court upholds must carry, in spite of swing vote Justice
Stephen Breyer's note that it "extracts a serious First Amendment price." It also solidifies the broadcast industry's
grip on one-third of cable's analog signal capacity. The implications for how the rules apply to digital services,
especially DBS, are unclear. (Turner Broadcasting System v. FCC, 117 S. Ct. 1174)

A federal appellate court upholds a preliminary injunction that prevented New York City from using government
access channels on Time Warner Cable systems to offer general news and business news cable networks. (Zime
Warner Cable v. Bloomberg LP, 1997 US App. Lexis 16283 (2d Cir.))

A federal court affirms the town of Sturgis, KY's decision not to renew the cable franchise with Union CATV,
because the operator lacked the facilities to meet the community's needs. The decision solidifies cable's right to take
franchise-renewal disputes to court. (Union CATV, Inc. v. City of Sturgis, 107 F.3d 434 (6th Cir. 1997))

The Clinton Administration plans to raise $26.1 billion from auctioning spectrum. The largest block, $14.8 billion,
would come from broadcasters' analog channels that would be returned to the FCC once the transition to digital is
complete.

Following a Supreme Court ruling, the FCC hands down an order implementing Section 505 of the
Telecommunications Act which requires all cable operators to completely scramble adult programming or place it in
the safe harbor hours (10 p.m. to 6 a.m.).

The FCC hands the industry a setback with a precedent-setting case in Troy, MI. Cable operators will be forced to
obtain new franchise agreements for upgrading plant to offer telephony. However, the FCC also found the city of
Troy violated federal law by trying to impose a telecommunications condition on cable construction.

The FCC approves the British Telcom/MCI $23.7 billion merger, giving PrimeStar access to key transponders
enabling them to plan for launching a high-power DBS service.

The FCC forces Rainbow Programming Holdings, a subsidiary of Cablevision Systems Corp. to sell programming
to Bell Atlantic Video Services Co. to settle a dispute over access to SportsChannel New York for Bell Atlantic's
Tom's River, NJ system.

The FCC releases a new set of emergency alert system rules (EAS) which give operators more time to comply with
the technical criteria for broadcasting emergency signals. Under the new regulations, operators must offer a visual
emergency alert warning on at least one channel and an audio warning on all channels.

The FCC releases inside wiring rules which allow landlords and apartment building owners to manage the
disposition of broadband wiring. The rules allow the operator to remove, abandon or sell the wiring to the new video
service provider once a landlord terminates a contract with the cable operator.

1998

Broadcasters win over DBS interests on July 14, when a US District Court in Miami issues an injunction ordering
PrimeTime 24, a wholesale distributor of satellite TV programming, to cut-off 1.2 million customers illegally
receiving CBS and Fox network signals after March 11, 1999. If a household can get a Grade B off-air broadcast
signal clearly at least 50% of the time, it is ineligible to receive network signals via satellite. In December, the
Miami Court issues a permanent injunction against PrimeTime 24 from delivering illegal distant signals, ensuring
that Congress must change the Satellite Home Viewer Act (SHVA) to avert DBS customer disruption caused by the
loss of network signals. (ABC, Inc. v. Primetime 24, 1999 U.S. App. LEXIS 14979)

EchoStar Communications Corp. files a class-action suit in a Colorado federal court against ABC, CBS, NBC and
Fox broadcast networks asking the court to declare its local and distant signals are legal under the SHVA. EchoStar
also petitions the FCC, asking them to rewrite part of the SHVA. Broadcasters oppose the plan, fearing they would



lose advertising if DBS offers distant network signals in place of local network affiliates. The FCC declines to act,

citing lack of statutory authority under the SHVA to prevent customers involved in the court cases from losing the

services. The FCC does, however, revise its rules to simplify how Grade B contours are determined. (DirecTV, Inc.
v. FCC, 110 F.3d 816 (D.C. Dir. 1997))

A panel of three federal judges in Delaware strikes down as unconstitutional Section 505 of the Communications
Decency Act of 1996 which requires cable operators to fully block or scramble channels primarily dedicated to
sexually explicit programming or carry such channels only during times when children are unlikely to view it. The
Court holds Section 505 violates the First Amendment because a less restrictive alternative is available, namely
Section 504, which requires systems to block channels for individual customers upon request. The government
appeals the decision to the Supreme Court. (Playboy Entertainment Group, Inc. v. United states of America, 30 F.
Supp. 2d 702 (D. Del. 1998))

The Iowa Supreme Court hands Tele-Communications, Inc. a temporary victory in the ongoing battle against
municipal overbuilds. It rules that Section 23A.2 of the Iowa Code prohibits municipalities from operating telephone
systems as public utilities, as a 1993 law allowing cities to offer telecommunications services, including cable, did
not extend to telephone. The decision overturns a lower-court ruling, finding the town of Hawarden is precluded by
statute from offering local telephone service to residents. (Iowa Tel. Association v. City of Hawarden, 589 N.W. 2d
245 (Iowa 1999))

Cablevision of Boston sues Boston Edison and RCN in Federal Court for building a commercial telecom network in
Boston using electric utility regulations, but not fulfilling the same requirements and burdens as the City applies to
cable operators. The suit charges the City approved retroactive permits for the initiative so Edison and RCN could
avoid delays and costs, thus violating the Telcom Act's Section 253 which requires local authorities to be
"competitively-neutral and non-discriminatory" in their rights-of-way policies. (Cablevision of Boston, Inc. v. Public
Improvement Comm'n of Boston, 38 F. Supp. 2d 46 (D. Mass. 1999))

With the increase of copyright payments of $.27 per signal for DBS companies, up from $.06, the U.S. Copyright
Office income from DBS providers for the first half of 1998 is $50 million, compared to $17 million in the same
period in 1997.

In the first decision to test a U.S. Supreme Court ruling that lets operators ban indecent content on leased-access
channels, a U.S. District Court rules that Time Warner didn't violate the first amendment when it banned three
episodes of a leased-access program filmed at a Rochester strip club. (Loce v. Time Warner Advance/Newhouse
Pshp., 1999 U.S. App. LEXIS 13179))

The City of Austin, TX files a lawsuit against SBC's Southwestern Bell Video Services, alleging the company is a
"cable operator" and therefore should pay franchise fees. (City of Austin v. Southwestern Bell Video Services, 1998
U.S. Dist. LEXIS 16332)

The 5th Circuit Court of Appeals rules in September the 1996 Telecom Act's special provisions that deny telco entry
into long distance service are constitutional. (City of Dallas v. FCC, 165 F.3d 341 (5th Cir. 1998).

In July, the FCC rules Entertainment Connections, Inc. (ECI) a Michigan SMATV, does not have to have a
franchise to interconnect apartment buildings separated by public streets in East Lansing, Mich. The company leases
fiber optic cable lines owned by Ameritech Corp, the local phone provider.

In August, with a 5-0 vote, the FCC tightens existing program-access rules in an effort to help direct-broadcast
satellite, wireless cable and private cable providers compete against franchise cable companies. Fines for violations
are up to $75,000 for a single violation and victims can collect damages where programmers willfully violate the
rules.

The FCC Cable Services Bureau reversed its previous order and extends U S West Media Group's waiver from
federal cross-ownership, allowing the company to keep the Minneapolis Cable system. The ruling was based on U S
West restructuring its U S West Communications and UMG subsidiaries into separate public companies that




abrogate the ban on telco-cable cross ownership.

In a groundbreaking decision, the Mt. Hood Cable Regulatory Commission recommends the city of Portland and
Multnomah County, Oregon make ISP access a condition for transferring their TCI franchises to AT&T. TCI refuses
to accept the provision. Internet Service Providers, including America Online Inc., and telcos also lobby the FCC
and local regulators to block the merger unless AT&T agrees to unbundle TCI's @Home network.

In a pro-DBS decision, the FCC announced DBS providers will be allowed to set aside the minimum four percent of
their channel capacity for non-profit educational programming, instead of the maximum seven percent allowed by
the 1992 Cable Act.

The FCC rules that broadcast stations that use their digital-TV licenses for subscription services will have to pay
fees equaling five percent of gross revenues. It is unclear whether revenues from programming tiers made of digital-
TV signals and digital-cable networks would be considered retransmission payments or be subject to new fees.

On September 17, the FCC rules that Multipoint Multimedia Distribution Service (MMDS) wireless cable operators

can transmit two-way, high-speed data services, generating more competition for wireline cable modems and digital
subscriber link (DSL) technologies.

Citing "social contract" regulations the FCC orders eight separate Time Warner Cable systems in New York and
Massachusetts and eight New York Cablevision Systems Corp. franchises to refund overcharges varying from $.36
to $1.37 each. Cablevision is also forced to refund $1.2 million to 300,000 subscribers in 60 communities in nine
states. TCI agrees to refund $4.8 million, including $41.88 each to 61,000 subscribers in Oakland, CA. After March
31, 1999, the FCC regulation of expanded basic rates will sunset, as stated in the 1992 Cable Act.

The Michigan State PSC rules that Ameritech New Media must cease and desist offering coupons worth $120 for
Ameritech cable customers to use for basic Ameritech telephone service. Ameritech must pay legal fees incurred by
the Michigan Cable Telecommunications Association to bring the case to its attention. Though it is against state law
to cross-subsidize regulated offerings, the Americhecks can still apply towards paging, cellular and security
monitoring, Ameritech's unregulated services. Three months later, the Michigan PSC rules Ameritech again violates
Michigan law by failing to report, in 1995, a $1.7 million transfer of assets to its cable affiliate, Ameritech New
Media.

The FCC proposes easing regulations for telcos to build long-distance fiber networks as long as the new capacity is
made available to competitors at cost. This is designed to allow telcos to better deploy their xXDSL technology to
individual homes and thus compete with cable modems.

In an attempt for private sector initiatives to campaign finance reform, Daniels Cablevision gets permission from the
Federal Election Commission to offer free campaign ads to U.S. House and Senate candidates on its California
systems. It voluntarily reserves 20% of its available advertising time for qualified candidates.

The Department of Justice claims PrimeStar's cable owners dismantled the first EchoStar/ASkyB deal and files an
antitrust suit in May to prevent PrimeStar from gaining access to the 28 transponders in the third and final available
full-CONUS direct-broadcast satellite slot (110 degrees west). This action dissolves the June 1997, $1.1 billion
merger agreement with MCI Communications and News Corp because PrimeStar will not agree to the DOJ demand
that the five cable owners divest their ownership interests for the transaction to continue. MCI purchased the
transponders for $682.5 million in 1995.

The FCC's June 11 ruling allows set-top boxes to be available commercially at retail outlets. The move is mandated
by the Telecommunications Act of 1996. The commission also rules MSOs must separate out security functions
from boxes by July 1, 2000, in spite of industry lobbying to delay the date until September 1, 2000. (1998 FCC
LEXIS 2778; FCC No. 98-116)

1999
As expected, regulation of the upper tier prices for major cable companies ceases on March 31 with little fanfare.



Retransmission consent negotiations again result in embittered battles. Among others, Fox Broadcasting demands
Cox Communications distribute FX, Fox Family and Fox World Sports company-wide on its digital tiers. As a
result, Fox's broadcast signal disappears from Cox's line-up for a week for 400,000 angry customers in Washington
D. C., Cleveland, Dallas, Houston and Austin.

The $56.4 million MediaOne merger with AT&T stays in limbo until the FCC's cable-ownership-cap-and-attribution
rules and the issue of "insulated limited partnerships" is resolved. Pushing AT&T over the 30 percent cap is
MediaOne's 25.5% limited partnership in Time Warner Entertainment, making TWE's 9.7 million subscribers
attributable to AT&T. Together, AT&T, MediaOne, and Time Warner would serve 42 percent of the nation's cable
and satellite homes. (14 FCC Red 19014; FCC No. 99-904)

A crucial FCC decision December 22 opens the door for Bell Atlantic Crop. to offer long-distance service to New
York residents, the first time since the AT&T breakup that an RBOC will be allowed to offer local and long-distance
service. (15 FCC Red 3953; FCC No. 99-904)

The Connecticut Department of Public Utility Control votes August 25th to allow SNET, which was purchased by
SBC Communications last year, to discontinue construction of its statewide HFC network. Through SBC was the
first RBOC to jump into the video business in 1993, its operations never lived up to SBC's expectations. SBC
absorbs Ameritech and halts the franchising efforts of Ameritech New Media, the nation's largest cable over-builder.
Its cable/data networks pass 1.7 million homes and serve 200,000 subscribers in 114 communities in Illinois, Ohio
and Michigan. (1999 Conn. PUC LEXIS 347; Docket No. 99-04-02)

The FCC approves the sale of Comcast Corp.'s cellular-telephone unit to SBC Communicaitons Inc. for $400
million in cash and $1.3 billion in assumed debt. Comcast Cellular serves approximately 800,000 customers,
including the company's home market of Philadelphia. Bell Atlantic. (14 FCC Rcd 10604; FCC No. DA 99-1318)

The FCC rules November 18 that Incumbent Local Exchange Carriers (ILECs) must share their lines with high-
speed Internet competitors. The ruling prohibits ILECs from requiring high-speed Internet competitors to buy a
second line when hooking up a DSL or data customer. The average $20 monthly charge for second line is a
disadvantage when the ILEC uses a single line to offer their own voice and DSL products. (1999 FCC LEXIS 5958;
FCC No. 99-355)

The FCC imposes an array of conditions and noncompliance penalities in order to approve the $60 billion merger of
SBC and Ameritech. (14 FCC Rcd 14712; FCC No. 99-279)

The FCC requests a federal appeals court in California overturn a federal district court order supporting open access
to Internet service providers on cable systems in Portland, OR, maintaining the policy for the Internet regulation is
national, not local. As the "open access" issue gets hotter, the OpenNet Coalition of Internet-related companies hires
powerful lawyers and a politically well-connected public relations team to assist communities where the issue is
raised. (AT&T v. City of Portland, 43 F. Supp. 2d 1146, 1151-district court order.)

The FCC's Fifth Annual Competition Report shows DBS grew 44% in one year (from 5 million to 7.2 million
subscribers, or 9.4% of the market) while the cable industry grew two percent (three million customers reaching a
total of 73.6 million households) from 1997 to 1998. Cable's market share, however, dropped to 85% of the
multichannel video programming distributor (MVPD) market, down from 87% in 1997. The study also shows cable
prices outpaced inflation: Cable prices rose 8.5% while the Consumer Price Index rose 2%, according to the Bureau
of Labor statistics.

Legislation introduced to push back the March 31 deadline for FCC to cease regulating cable prices on expanded
basic cable services fails to pass. Cities retain the right to regulate lifeline basic services.

The Iowa state Supreme Court withdraws its 1998 opinion and says it is appropriate for municipalities to operate
telephone utilities. (City of Hawarden v. U S West Communications, Inc., 590 N.W. 2d 504 (Iowa 1999))



Open access preoccupies the industry much the year. The U.S. District Court rules in June that the local regulators in
Portland, OR can force AT&T Corp. to open its network as part of the franchise transfer process. The ruling
immediately goes to the Ninth Circuit Court of Appeals. The core issue is whether high-speed Internet access is a
cable or telecommunications service and whether a cable operator is a "telecommunications facility" or a provider of
"telecommunications services". The NCTA argues services like Road Runner and Excite@Home are advanced cable
services and should be regulated like plain old cable service. In response, AT&T files a lawsuit against Portland, OR
challenging its authority to demand the company open its platform to competitors. Congress introduces several Open
Access measures,including H.R. 1686, the Internet Freedom Act, which would allow unaffiliated ISPs denied cable
access to file antitrust suits against cable operators. After defending its right to refuse to carry independent internet
service providers for much of the year, AT&T smothers the rising public outcry and breaks ranks with other cable
operators in a Decmember 6th agreement to provide Mindspring, the nation's second largest ISP, across its high-
speed broadband network.( A7&T v.City of Portland, 43 F. Supp.2d 1146, 1151)

President Clinton signs the Satellite Home Viewer Improvement Act November 29 which grants DBS providers the
opportunity to bring local broadcast signals into local markets.

On July 31, the U.S. District Court in Miami orders DirecTV and Prime Time 24 to discontinue distant network
stations service to customers in Grade A and Grade B contours. Following th enactment of SHVIA, the Court rules
in December that PrimeTime 24 can sell distant network signals to any C-band dish owner who subscribed before
Oct 30, regardless of whether they disconnected or were terminated by court order. (CBS v. PrimeTime 24, 48
F.Supp.2d 1342, 1363, ruling at 1998 U.S. Dist. LEXIS 20488 (Dec. 30, 1998); CBS v. DirecTV, 1999 U.S. Dist.
LEXIS 6503)

Late fee charges plaguing the industry for years took on a new level as the Maryland Appeals Court issues a July 26
ruling upholding a lower court's ruling in a class action lawsuit that AT&T must return about $7.5 million in illegal
late fees and interest paryments to cable customers in Baltimore. Dozens of late fee lawsuits are pending around the
country. (United Cable v. Burch, 732 A.2d 887, 901)

The U.S. Court of Appeals for the Fifth Circuit in Ne w Orleans holds that local governments have the authority to
require open-video system operators to obtain franchises, even though Congress intended to lift that burden with the
Telecommunications Act of 1966. (City of Dallas v. FCC, 165 F.3d 341, 360)

On February 17, The Iowa State Supreme Court withdraws its 1998 opinion and says it is appropriate for
municipalities to operate telephone utilities. (Iowa Telephone Ass'n v. City of Hawarden, 589 N.W.2d 245, 255-256)
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