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By the Chief, Cable Services Bureau:


1.
Pursuant to certain Asset Exchange Agreements, Time Warner Cable (“TWC”) has acquired several cable systems (the “Acquired Systems”) from MediaOne Group, Inc. (“MediaOne”).  By letter dated June 21, 1999 (the “June 21 Letter”), and pursuant to Section III.F.6 of its Social Contract (the “Time Warner Social Contract”) with the Commission, TWC seeks to add all but one of the Acquired Systems to the Social Contract, and to maintain the remaining Acquired System (the “Dayton System”) under MediaOne’s Social Contract (“MediaOne Social Contract”).
  Subject to the conditions discussed below, we approve the inclusion of three of the Acquired Systems under the Time Warner Social Contract, and continued application of the MediaOne Social Contract to the Dayton System.  


2. 
The Commission adopted the Time Warner Social Contract on November 30, 1995.
 It is designed to provide rate stability, improved quality of service, and incentives for upgrades and system improvements.
 Under the terms of the Time Warner Social Contract, TWC is investing $4 billion to upgrade its domestic cable systems over the life of the Time Warner Social Contract, has provided more than $4.7 million in refunds to its subscribers, has capped its regulated programming rate increases at $1 per year plus the recovery of external costs and the costs of inflation,
 has established “lifeline” basic service tiers priced below basic service tier rates in effect at the time of adoption of the Time Warner Social Contract, and is providing free cable connections to public schools in its franchise areas.  The Commission has delegated to the Cable Services Bureau the authority to implement the Time Warner Social Contract. 


3. 
By its terms, the Time Warner Social Contract may apply to a cable system acquired by TWC.  Section III.6 (a) of the Time Warner Social Contract provides: “Addition of any other TWC systems within the provisions of this Contract shall be subject to FCC approval, which will be expeditiously decided and not be unreasonably withheld.”


4. 
All but one of the Acquired Systems will be incorporated under the Time Warner Social Contract.  These systems, which are identified in Attachment 1, serve 14 communities in the State of California, two communities in the State of Maine, and 148 communities in the State of Ohio.  


5. 
TWC does not request any modification of the Time Warner Social Contract.  We will approve the addition of the three systems identified in Attachment 1 to the Time Warner Social Contract on condition that TWC complies with all provisions, including upgrade requirements, contained in the Time Warner Social Contract with respect to these systems. 

6. 
Specifically, Section III.F.1 of the Time Warner Social Contract requires that each TWC cable system with a capacity of at least 550 MHz as of November 30, 1995 be upgraded to a capacity of at least 750 MHz within five years of that date, and that all other TWC cable systems will have a capacity of at least 550 MHz within that same five year period.  In addition, at least 50% of all TWC subscribers must be served by a system of at least 750 MHz, of which at least 200 MHz is allocated to digital distribution.  TWC will comply with these and all other upgrade requirements set forth in Section III.F.1 of the Time Warner Social Contract.

7.
 In addition, Section III.G of the MediaOne Social Contract Amendment provides, in pertinent part:

1. If [MediaOne] sells or trades any cable system that is covered by the terms of the

[MediaOne] Social Contract (and all amendments thereto) prior to December 31, 2000,

and [MediaOne] had implemented the $1 price cap mechanism in such system pursuant

to section III.D.1 of this Amendment, the subscribers of such system will be eligible for

refunds of the increases, in the event that: (a) the system is not at 550 MHz of capacity

at the time of such sale or trade; and (b) the system is not upgraded to 550 MHz on or 

before December 31, 2000 by any subsequent owner of such system.  Such refunds will

be paid in the form of bill credits to CPST subscribers of such system existing at the time

refunds are distributed.

2. Any such refunds will: (a) be based on all funds collected by [MediaOne] through the

$1 increases prior to such sale or trade; and (b) be offset by any increases to which 

[MediaOne] would have been entitled, but which it did not implement, relating to the 

$0.20 per-channel “Operator’s Cap” component of the Going-Forward Rules, including,

after December 31, 1997, the Operator’s Cap component of the second round of Going-

Forward increases permitted by section III.C.2 of the [MediaOne] Social Contract, for

any CPST channels added to such system added by [MediaOne] prior to such sale or

trade.

3. At the time of the sale or trade of any such [MediaOne] system, [MediaOne] will 

post a performance bond or obtain a letter of credit or other equivalent security in the

amount of the funds that would be due under the previous subparagraph (including any

applicable offsets for Going-Forward channel additions), plus Interest calculated at the

current rate of Interest as of the time of sale or trade and applied through December 31,

2000.

With respect to the Acquired Systems, MediaOne will comply with all applicable provisions of this Section, including the posting of any performance bond or other security as may be required.


8. 
Under Section III.F.6 of the Time Warner Social Contract, TWC is required to notify each LFA representing any system added to the Time Warner Social Contract of TWC’s addition of the system to the Time Warner Social Contract.   The provisions of the Time Warner Social Contract become effective as to any such additional system upon such notification to affected LFAs, and the effective date becomes the “Publication Date” (as defined in Section II.J of the Time Warner Social Contract) as to such system.  The provisions of the Time Warner Social Contract extend for a period of five years from the Publication Date. As stated in the June 21 Letter, TWC has agreed to notify affected LFAs of its inclusion of the Acquired Systems within the Time Warner Social Contract as soon as practicable.


9. 
TWC has also agreed to submit, on or before October 1, 1999, a modified Form 1240 to each certified LFA so as to establish the maximum allowable amount of the upcoming annual rate adjustment, scheduled to be implemented on January 1, 2000.  


10. 
TWC also agrees to submit, on or before December 1, 1999, 1205 Forms to the Commission incorporating equipment costs attributable to the Acquired Systems within the appropriate aggregate regional equipment rate calculations, reflecting revised equipment rates that will take effect on January 1, 2000. The TWC equipment regions to which the Acquired Systems will be initially assigned are indicated on Attachment 1 to the June 21 Letter.


11. 
By its terms, the MediaOne Social Contract may continue to apply to the Dayton System acquired by TWC from MediaOne.  Section III.H.2 of the MediaOne Social Contract (as amended by Section III.G.4 of the MediaOne Social Contract Amendment) provides:


Rate, MPT and Going-Forward adjustments which [MediaOne] has implemented

under the [MediaOne] Social Contract continue to apply to cable systems divested by


[MediaOne] through a system sale or trade.  Other rights and obligations will apply


only if the new owner notifies the Commission that it agrees to be bound by the same


or similar terms and conditions as those contained in the [MediaOne] Social Contract.


[MediaOne] will not be relieved of its investment requirement under Section III.E;


the investment requirement will continue to exist for [MediaOne] systems, including

systems acquired through system trade (but not systems acquired through direct purchase)
 after the Publication Date.

TWC seeks the concurrence of the Commission to continue application of the MediaOne Social Contract to the Dayton System it is acquiring from MediaOne.


12. 
TWC asserts in the June 21 Letter that MediaOne has already completed all upgrades of the Dayton System that are required under the MediaOne Social Contract.
  MediaOne will continue to account for the Dayton System in measuring its satisfaction of company-wide obligations imposed by the MediaOne Social Contract.  These obligations include, but are not limited to: the infrastructure upgrade capital investment requirement,
 and the requirement that all MediaOne Systems (weighted by BST subscribers) offer an average of ten additional services on CPST or MPT.


13. 
On the other hand, TWC will be responsible for system-specific obligations, such as the requirement that each system offer at least five additional services on CSPT or MPT.
  To that end, the June 21 Letter states that TWC will add the requisite new services to a CPST offered on the Dayton System within 120 days after consummation of the transaction.  TWC is also required, with respect to the Dayton System, to fulfill all other system-specific obligations pursuant to Section III.F.1 of the Time Warner Social Contract. 


14. 
The Time Warner Social Contract imposes an investment requirement on TWC, pursuant to which TWC has agreed to invest $4 billion in capital costs associated with system upgrades. According to Attachment 2 to the June 21 Letter (amended as per a June 23, 1999 Letter from Arthur H. Harding, Counsel for TWC, to Magalie Roman Salas, Secretary for the FCC, which is attached hereto and incorporated herein), TWC will transfer to MediaOne a total of 67,816 subscribers incidental to the exchange of cable systems in the transaction that is the subject of this Order.  Attachment 2 indicates that as a result of this transfer of subscribers, TWC’s capital investment obligation under the Time Warner Social Contract is decreased from $4 billion to $3,683,387,513.  Correspondingly, MediaOne’s capital investment obligation under the MediaOne Social Contract is increased by the amount of TWC’s decrease, or $316,612,487.


15. 
By letter dated June 28, 1999 (attached hereto and incorporated herein), TWC has notified the Commission of its election to be relieved from relevant rate-related provisions of the Time Warner Social Contract (Sections III.A.2, III.A.3, III.B, III.D, III.F.4, and III.G), pursuant to Section 623 (c)(4) of the Telecommunications Act of 1996.  That Section provides for expiration of upper tier (cable programming services) rate regulation as of March 31, 1999.  Thus, for example, TWC will no longer be subject to the $1.00 maximum CPST price cap provision of the Time Warner Social Contract (Section III.F.4.), but will be bound by all other provisions of the Time Warner Social Contract, including the infrastructure upgrade requirement (Section III.F.) and the service to public school obligations (Section III.H.).


16. 
Accordingly, IT IS ORDERED that the request of Time Warner Cable that the Dayton System remain subject to the MediaOne Social Contract, and that the remaining three Acquired Systems be incorporated into the Social Contract, IS GRANTED, provided that the Commission shall have the right to enforce any provision of the Social Contract and the MediaOne Social Contract, as amended, against the party that has agreed to be responsible for such provisions, according to the allocation of rights and responsibilities as described in the June 21 Letter with Attachments.


17. 
This action is taken by the Chief, Cable Services Bureau, pursuant to authority granted by the Commission in the Social Contract for Time Warner, and the Social Contract for Continental Cablevision, as amended, and pursuant to authority delegated by Section 0.321 of the Commission’s rules.







FEDERAL COMMUNICATIONS COMMISSION







Deborah A. Lathen







Chief, Cable Services Bureau

� At the time the MediaOne Social Contract was adopted by the Commission on August 1, 1995, MediaOne was known as Continental Cablevision.  See Social Contract for Continental Cablevision, 11 FCC Rcd 299 (1995).  The Commission adopted an amended Social Contract on August 23, 1996.  Continental Cablevision, Inc., Amended Social Contract, 11 FCC 1118 (1996) (referred to herein as “MediaOne Social Contract Amendment”).  By Letter dated June 5, 1997 from James G. White, Jr., Regulatory Counsel, MediaOne, to John Norton and Royce Dickens, Cable Services Bureau, Continental Cablevision notified the Commission that it was henceforth known as “MediaOne Group, Inc.” The June 21 Letter, together with all Attachments, is attached hereto and incorporated into this Order.


� Social Contract for Time Warner, 11 FCC Rcd 2788 (1995).


� In the Cable Television Consumer Protection and Competition Act of 1992, Congress stated its intent to ensure that, where economically justified, cable operators continue to expand the capacity and programs offered over their systems. Cable Television Consumer Protection and Competition Act of 1992, §2(b)(3), Pub. L. No. 102-385, 106 Stat. 1460, 1463 (1992).  Subsequently, the Commission adopted an upgrade incentive plan which would permit an operator to enter into a social contract with its customers under which it would be given substantial flexibility in setting rates for new regulated services.  Implementation of Sections of the Cable Television Consumer Protection and Competition Act of 1992: Rate Regulation: and Adoption of a Uniform Accounting System for Provision of Regulated Cable Service, MM Docket No. 93-215 and CS Docket No. 94-28, Report and Order and Further Notice of Proposed Rulemaking, 9 FCC Rcd 4527, 4678 (1994).


� As discussed in paragraph 11 below, by letter dated June 28, 1999, TWC has elected to be relieved from relevant rate-related provisions of the Time Warner Social Contract (Sections III.A.2, III.A.3, III.D, III.F.4 and III.G).  This election is based on Section 301(b)(4) of the Telecommunications Act of 1996, which sunset cable programming service tier rate regulation as of March 31, 1999.  47 U.S.C. §623(c)(4).


� In the June 21 1999 Letter, TWC asserts that it reserves the right to aggregate customer equipment costs pursuant to the Commission’s Report and Order, In the Matter of Implementation of Section 301(j) of the Telecommunications Act of 1996, Aggregation of Equipment Costs by Cable Operators, 11 FCC Rcd 6778 (1996).


� See MediaOne Social Contract, Section III.E.1-2, III.F1-2; MediaOne Social Contract Amendment Section III.A.(i).


� MediaOne Social Contract Section III.E.1, as modified by Section III.A.1 of the MediaOne Social Contract Amendment.


� MediaOne Social Contract Section III.A.2.


� MediaOne Social Contract Amendment, Section III.A.2.


� 47 CFR §0.321.
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