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ANNOUNCEMENT 
+,.U from the Copyright Office, Library of Congress, Washington, D.C. 20559-6000 

CRY OF co 

FINAL RULE AND TERMINATION OF PROCEEDING 

CABLE COMPULSORY LICENSES: MERGER OF CABLE SYSTEMS AND INDIVIDUAL PWCING 
OF BROADCAST SIGNALS 

The following excerpt is taken from Volume 62, Number 83 of the 
Federal Register for Wednesday, April 30,1997 (pp. 23360-23362) 

LIBRARY OF CONGRESS 

Copyright Office 

[Docket Nos. RM 89-2, RM-89-2A] 

Cable Compulsory Licenses: Merger 
of Cable Systems and Individual 
Pricing of Broadcast Signals 

AGENCY: Copyright Office, Library of 
Congress. 
ACTION: Final rule and termination of 
proceeding. 

SUMMARY: The Copyright Office is 
amending its rules to permit cable 
systems to calculate the 3.75% rate fee for 
distant signals on a "partially permitted 
signal" basis where applicable. In 
addition, due to a Congressional request 
that the Office consider revision of the 
cable compulsory license, among other 
things, the Office is terminating Docket 
Nos. RM 89-2 and 89-2A until further 
notice. 

EFFECTIVE DATE: May 30,1997. 

FOR FURTHER INFORMATION 
CONTACT: Nanette Petruzzelli, Acting 
General Counsel, or William Roberts, 
Senior Attorney for Compulsory Licenses, 
Copyright GC/I&R, P.O. Box 70400, 
Southwest Station, Washington, DC 
20024. Telephone (202) 707-8380 or Telefax 
(202) 707-8366. 

SUPPLEMENTARY INFORMATION: 

I. Background 

Section 111 of the Copyright Act, 17 
U.S.C., establishes a compulsory license 

which authorizes cable systems to make 
secondary transmissions of copyrighted 
works embodied in broadcast signals 
provided that they pay a royalty 
calculated on a formula set out in See. 
111,' and meet all other conditions 
contained in sec. 111. 

On September 18,1989, the Copyright 
Office published a Notice of Inquiry 
(NOI) in Docket No. RM 89-2 asking the 
public to comment on how mergers and 
acquisitions of cable systems that result in 
contiguous systems under common 
ownership or control should affect the 
calculation of royalties under 17 U.S.C. 
111.54 FR 38930 (Sept. 18,1989). 

Specifically, the NO1 asked for 
comments on the following provision of 
17 U.S.C. lll(f), 

(Qor purpose of determining the royalty fee 
under subsection (d)(l), two or more cable L 
systems in contiguous communities under 
common ownership or control or operating 
from one head-end shall be considered as 
one cable system. 

Since this provision became effective 
in 1978, the Copyright Office has 
interpreted i t  to mean that when two or 
more cable systems are in contiguous 
communities and under common 
ownership or control, or operating from 
one head-end, they are to be considered 
as one system for all purposes. That is, 

(1) they are to file a single Statement of 
Account with the Copyright Office; 

(2) all of the distant signals that the 
two or more cable systems carry are to be 
added together to arrive at the combined 
DSEs (distant signal equivalent); and 

(3) the combined DSEs must be 

'The formula is set out in 17 U.S.C., but the rates 
and the gross receipts thresholds were amended by 
the former Copyright Royalty Tribunal and could be 
further amended by a future Copyright Arbitration 
Royalty Panel. 37 CFR 251.1; 37CFR 256.2. 

applied against the combined gross 
receipts for the two or more cable systems 
to arrive at the amount in royalties due. 
37 CFR 201.17(b)(2); 43 FR 27827 (June 27, 
1978). 

The 1989 NO1 noted that the growing 
expansion of cable system coverage and 
recent trends toward economic 
concentration in the industry created 
several difficulties with respect to this 
method of calculating the royalty. 54 FR 
38930 (Sept. 18,1989). 

First, there is the "phantom signal" 
problem which occurs when two or more 
cable systems are considered as one 
system by operation of 17 U.S.C. lll(f), 
but each system retransmits different 
distant signals to its subscribers. Under 
the method described above, the resulting 
royalty payment would be calculated on a 
part of the subscriber base that did not 
receive the signal. 

Second, there is the "partially 
permitted/partially non-permitted 
signal" problem. Cable systems have 
asserted that the rule considering two or 
more commonly owned contiguous 
systems as one system can result in 
signals being paid for at the 3.75% rate- 
the rate adopted by the Copyright 
Royalty Tribunal when Federal 
Communications Commission (FCC) 
abolished the quotas on the number of 
permitted distant signals in 1981-even 
though in some communities it is a signal 
that would have been permitted by the 
FCC before 1981 and, ordinarily, would 
be paid for at the lower base rate. 

While Docket No. RM 89-2 was 
pending, Congress passed the Cable 
Television Consumer Protection and 
Competition Act of 1992 (The 1992 Cable 
Act). This Act, among other things, placed 
basic and higher tier cable service under 
rate regulation, but left a la carte signals- 
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