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alone decoders has never been decreased .by GIC despite GIC's
_public assurances that volume production would bring lower
~ﬁprices. The price of modules, in fact, has increased from
$150 to $180. simllarly, the price of programming is
unﬁecessarilyxhigh for HSD users. NRTC has been required to
pay up to 800% more for programmxng than cable operators.
See, NRTC's Comments in response to the Commission's
companion inquiry into discrimination by satellite carriers.
(Gen. Docket No. 89?88). This type of pricing disparity is
discriminatcry to rural Americans, and acts as a.further

incentive toward signal piracy.

25. .GIC's announcement of VCII Plus as the
"solution" to the piracy problem hz: exacerbated confusion
and uncertainty about the future of VCII. Several satellite
dealer groups have provided alarming information to the
public and Ccngress about the introduction of VCII Plus, the
obsolescence of VCII equipment, and their mistrust of GIC.
Major programmers such as ESPN and HBO have issued requests
for proposals fcr new_scrambling technology. Other
programmers haée'fefused to}dist;ibute,their product to the
HSD market dsing VCII. As}a result cf the uncertainty over
the descrambler technologf and the future of VCII, the HSD

market has slowed ccﬂsiderably in recent months.
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‘.ri,ﬁ’ﬁxﬁ ’without Government intervention to;correct

these types of market deficiencies, NRTC anticipatei“that
/ .

v,these and related problems will worsen. We believe GIC's

- goal . is:to max m: e'profits by selling decoder modules and

| equipment while maintaining VCII or some other GIC
scrambling technology as the gg ;ggtg industry\standard.

With GIC's unfettered bosition in the marketolace,;it will
undoubtedly continue to address.the piracy problem : : /

i ' X oo o M,///

consistent only with its commercial objectives;;;;;///_

V. GIC's Actions in the Marketplace

YR

27. NRTC's experiences to date with GIC have been
frustrating. As described below, GIC's past actions in the

marketplace reinforce the need for Commission intervention.

A) Descrambler Purchases

28. 1In June"offl§87 NRTC began purchasing -

Videocipher,2100 ‘E stand-alone satellite descramblers and

| T

distributing them to’ NRTC members. The agreement NRTC -

executed with GIC was not a negotiated agreement but an
j —

adhesion contract presented on a "take it or leave At ;;}x‘

S ! .. . . v"_._ﬂ‘.:-x] . ( .
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basis. No other suppllers were available to NRTC because
:Channel Master, GIC's sole second source manufacturer of
VCII descrample; modules,.rgfused to;ptovide stand-alone
‘units to NRTC unlé;s'NRTc also agreed to distribute the full

line of Channel Master products.

29. Over the course of the past 2 1/2 years, NRTC

has purchased and distributed approximately 12,698 stand-

alone descrambler unlts from GIC No prlce reduction
/*—_'-—'-""N N

o T e

occurred during this perlod desplte publlc assurances from
\—‘_ e e " R

. GIC of future reductlons based upon 1ncreased manufacturlng

e —— e A —— - B R o T T ———-

——— e

volume. The Commlssxon should inquire further into GIC's
A —— L

cost of product;on and ablllty to supply the 1ndustry

T~ P

adequately T

: ——

B) Lease Flag

30. In March 1987, GIC advised NRTC by letter that
it could provide a software enhancement to the VCII system
that would provide seéﬂrity for leased equipment owned and
serviced by NRTC's members. This "lease-flag" Qas dgsigned
to facilitate'NRTé‘s‘ﬁlan to provide both equipment and
programning to'cusfomers on an easy, affogdable monthly

basis. The software would allow NRTC members, as owners of



ommee o e . L aned W Ceie e . . ~ e

- 16 -

Zthe descrambling"eQuipment, té*@btkafiée“pfagrlﬁﬁing

services. 'If the units-were relocated 'stolen or tampered

-~ with/: NRTC “members ‘owning ‘the "leased equipment COUld

UG0S

E electronically retire the equipment from service.

31. GIC agreed in writing to providenthie
enhancement to NRTC and, in return, NRTC agreed to
financially part1c1pate in the DBS Center as a program
packager, just like HBO, Showtime and others. Later, GIC
advised NRTC that GIC would not be able to complete the
software enhancement. Apparently, other DBS Center users
objected to GIC providing‘the software enhaneementjneeded
'for lease flag and had threatened to sue GIC if GIC prov;ded
1t. This demonstrates how key players in this industry

-~ in this case programmers -- can leverage their positions.

GIC is dependent upon the programmers' use of GIC _

technology. NRTC's efforts to bring affordablllty and
(_.ez-“"‘".
security to the home dish market have suffered as a result.

32. * NRTC notes with great interest tne'recent trade
press accounts revealing that several large multiple cable
*-system operators (MSO's) may be close to launching a Ku band

.DBS‘ Service.- It appears that GIC is involved in these

discussions and that vcII Plus is being considered as the
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scrambllng technology. These reports indicate that the
‘MSO s are considering controllxng the distribution and use
of the VCII Plus equlpment through a new and separate
| authorization center. This approach would provide the MSO's
w1th the same kind of lease flag security requested by NRTC

and rejected by GIC.

33. NRTC is concerned that GIC, the programmers and
the most powerful MSO's will join together and use their
combined market power to control access to Ku band service.
We reguest that the Commission inguire further concerning
GIC's plans regarding VCII Plus technology in the Ku band

DBS marketplace.

C) DBS Center Agreement

34. 1In order to orovide NRTC's members with instant
ability to authorize programming services, NRTC entered into
the DBS Center Users Agreement. 1In addition to the lease
flag issue, numerous other points were raised by NRTC in
preliminary negotiations with GIC, such as performance
ob11gations, user part1cipation in the Center and financial

crlteria for participation. GIC refused to modify any

n
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necessary, and how soon such an upgrade program will be
" {mplemented. }

R

H. VCII Enhancements

58. The most significant enhancement to date to the
VCII technology has been GIC's development of the "Video- -

”
_Pal" order'recorder device for use in dellverlng impulse

pay-per-view ("IPPV'") programming to the HSD marketplace.

b e —

In conjunction with this service, _GIC plans to construct and

operate a separate IPPV authorlzatzon center. This center
o

will gggggg_ggemigateway" for all IPPV transactions in the

+~HSD marketplace, using the de facto standard. ,

e e e i . e e e i e e

59. GIC has agreed to license manufacturers for the

e

"video Pal" enhancement. [/GIC has indicated, however, that

T e e —— e T

it w111 control all access to the 1PPV Center. Thus, GIC
TEe——— . e e
establish itself as thg,bottlenec which all —
~—_—/ . g

programmers must use to distribute IPPVQp;éQﬁEmging to HSD
. SN Ae———

consumers. GIC has recently begun distributing home pay~
- : .

per-view product. GIC is now in a position to become a

i

direct retailer to each HSD consumer wishing to receive pay-

per-view programﬁing.
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60. NRTC has discussed with GIC its: own plans to
develop a universal home telemetry device capable'of impulse
pay-per-view ordering transaction processing and other
advanced functions, such as remote utility meter réading.
GIC has indicated, however, that it will not allow NRTC's
equipment, which is not a licensed "Video Pal" product, to
interface with’the IPPV Center. NRTC seeks assurance that
GIC will work with NRTC so that the equipment provided rural
consumers will have enhanced value and compatibility with

the de facto 1IPPV standard technology.

V. commission Intervention is Required

61. NRTC has demonstrated hereln that the HSD

marketplace is not worklng and that the de iact

T e T

descrambllng standard has falled NRTC does not take the

position, however, that a universal encryption standard must
be mandated by the Commission at this time. Rather, NRTC
firmly believes that the Commission must exercise its
regulatory authority, invthe public interest, to oversee the
development, use and secﬁrity of consumer video descrambling
technology in the HSD marketplace.

-

n .

62. NRTC is extremely concefﬁedithat a single

— R T T
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corporation retains sole responsibility for and control over

e e e e

W aanan I e ————— e

~the de facto descrambllng technoloqy and the dellvery of

g

scrambled programming services to HSD consumers. GIC holds

all patents to the de £~gtg standard technology and

establishes the rules with respect to its licensing and use.
GIC controls all enhancementsvto the technology. GIC also
controls the DBS Center, the "gateway" to every HSD

descrambler in the nation.

€3. In order to determine the need for a universal
standard that permits encryption of satellite cable
programming intended for private viewing, NRTC urges the
Commission to develop a full and complete record concerning
GIC's activities in the HSD marketplace. The Commission
should immediately seek the following information from GIC:
. The total number of encryption

devices produced or manufactured
using GIC technology.

. The total number of modules
distributed and available to
consumers.

. The total number of modules

authorized through the DBS Center.

»  Data concerning GIC'S capability
to meet market demands.

. The criteria used by GIC in
determining when ECM's are
initiated.
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<"~ The total number of ECM's
, initiated by GIc. . .
'nFJrThe total number of wrongful ECM' ‘
initiated by.. GIC ‘and:reparations '
‘:made' . o e e T
,.,'auThe“totelﬁnuﬁber"of‘nodules o
serviced under warranty and out of
warranty, and the general
categories of module failure.

«  Reports on all operational aspects
of the DBS Authorization Center,
including system failures.and ' °
‘outages and action taken in ,
response thereto. '

. GIC's plans to further develop or
enhance the DBS Center, and to
create additional DBS Centers and
'1mpulse-pay-per-v1ew authorization. :
centers. : »

. Copies of any current licensing
agreements concerning the de facto
descrambling technology.

. Further enhancements planned -
regarding the de facto standard.

64. Only with this tYpe of inrormation in hand can
the Commission determine uhat if any, regulatory response
is ‘appropriate. At a minimum, GIC must not be permitted to
take any action” which will render obsolete descrambling -
egquipment purchased and used in good faith by legitimate
consumers. The FCC must assur;'that licensing practices

relative to descrambling technology are implemented fairly.

DBS Center operations must be monitored. All anti-piracy
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activities and counter plracy initiatives must be
respon51b1y and equitably administered ‘Wrongful ECMs or

similar service disruptions must be compensated by GIC.

‘VI. Conclusion

Legitimate consumer investment in GIC licensed .
pro/du gtﬁmmw/]ml ow ) "\‘\\
~~6crambling technology to;be employed in a manner which
discriminates unfairly against any party. GIC must not be

allowed to leverage its existing position for its sole

commercial gain.

\

Those who are required to rely on GIC technology to \\
promote and to extend the diversity of video programming

must be protected by the Commission from potent1a1 abuses by )
GIC

e —

— e
The Commission must obtain adequate 1nformat10n and
takKe appropriate regulatory action to ensure that this does

not occur. The public interest, convenience and necessity

requires no less.-
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WHEREFORE, THE PREMISES CONSIDERED, NRTC urges the

Commission to proceed in a manner consistent with the views

expressed herein.

John B. Richards

Sheila A. Millar

Keller and Heckman
1150-17th Street, N.W,

-Suite 1000

Washington, D.C. 20036
Telephone: (202) 956-5600

Dated: June 19, 1989
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Respectfully submitted,

NATIONAL RURAL TELECOMMUNICATIONS
COOPERATIVE

B. R. Phillips, II1

Chief Executive Officer

National Rural
Telecommunications
Cooperative




Summary
Statement of Bob Philllps of the
' National Rural Telecommunications. Cooperatlve
Communications Subcommittee
U.S. Senate Committee on
Commerce, Science, and Transportation
November 17, 1989

"NRTC is commxtted to fanrness in access and service to rural Amenca Qur
members have demonstrated this commitment through their track record of
successful universal electric and telephone service to America’s rural reaches.

From our utlhty perspectwe and 50 years of experience in providing stable service
to consumers, we see in the cable industry patierns of control without a consclence,
rates out of reason, and selfish greed before service.

1 have outlined our proposals in this testimony. In brief, the home satellite dish
market problem is clear:
o the home satellite dish market is floundering as a cable competitor
~and an effective dehvery techno]ogy for rural America:
o concentrated cable power is the major factor in the downfall of the
dich industry through cable’s programming controel;
o rural Americans remain at a distinct disadvantage in the maturing
; Information Age;
) Congress must act to insure that cable has an effective competitor
and that rura! Americans are not lefl behind.

The time for Congressional response to this abuse of the Cable Television Act of
1984 iz now. NRTC believes three things must be dune Lo bining halanre and
COMy petition back inie the televisivn distnbuiion ‘The oy nre:
1. Maindate equal access to programming on technology-neutral terms,
vonditions and pricing.
2. Restri¢ _cable from control and ownership of both the content and the
conduit of information to rural America.

3. Provide regulatory oversight of encryption technology.

. Many areas ¢f rural America have not seen improved television selection or
reception in thirty years. Rural consumers that received one or two channels in
the '50s, ofLen receive the same hrmted channel selection today.

But consumqrs are aware of the changes in television. They know that a great
and growing selection of programming is available in areas were population
densities car support program dehvery But in the consumer’s mind, that is not
the issue, pmversal television access is the issue.

'I‘he consuner does not care if their programming is delivered by cable, satellites,
or microwave, roof antenna, or fiber. They care about access and they care about
price. And that is what Congress should address, non-discriminatory universal
access to lﬂ'ordable programing.

R il SR e
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~ carriers should be necessary. However, Congressional action will continue to be

needed to address cable programmers’ control of the home dish market.

In our submissions before the FCC, NRTC pointed out that the FCC has the
regulatory authority, under Section 202(a) of the Communications Act of 1934, to
prevent carriers from making "any unjust or unreasonable discrimination in
charges, practices, classifications, regulatxons, facilities, or services for or in
connection w1th like commumcatlons service, dlrectly or md1rect1y, by any means

or devwe

' NRTC believes that wholesale programmmg service to the home satelhte dish

market is a "like" wholesale programming service to the cable market. In all of
our previous testimony we have demonstrated that the services are identical and
have no functional differences whatsoever. Senators Gore and Pressler have
introduced legislation that will address these issues. We support their enactment.

The 1984 Cable Act envisioned the encryption of satellite signals. The FCC is now

“engaged is an inquiry to determine the need for a universal encryption standard

for the home dish market. However, NRTC does not believe the FCC’s inquiry goes
far enough. We support the language introduced by Senator Gore which would act
to.profect those legitimate home satellite dish viewers who have purchased General
“Tristruments VideoCipher II technology. Industry sources indicate piracy levelsare

v
‘ ~-new- 60-.to.85 percent. | It is clear that VideoCipher technology has been

L

compromised and General Instrument is now moving to a "more secure" version

called the VideoCipher II "Plus," but at the customer’s expense. e

.-

We sincerely believe that the FCC must exercise its regulatory oversight in this
matter. Legitimate consumers must not be left with useless equipment or with
another chargo this time for 2129 t¢ uprrade their existing VCIT madulas to
VideoUipher 1 Plus. The [ailure of the VideoCipher “11 LCChnuiugy is the
responsibility of General Instrument. (Summaries of NRTC’s comments in the FCC
proceedings applicable to the home dish market are attached. NRTC would be
p]eased to make full copies available upon request.)

If left unchecked, unfair programming prices and forced equipment upgrades will
continue consumer confusion about the home dish marketplace and will fuel
rampant piracy which threatens to destroy the entire home dish marketplace and
the investment made by 2.4 million Americans.

This would result in clear winners and clear losers. The winner would be the -
cable industry with one less competitor. The losers would be every rural American -
leIt w1thout Information Age access. .

Mr. Chalrman ‘and Subcommittce members, NRTC is committed to falmess in
access and service to rural America. Our members have demonstrated this
commitment through their track record of successful universal electnc and
te]nphone serv1ce to America’s rural reaches. :

5
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Manufacturer Bréaks M/A-COM Code

by BARNEY PARKER
News Editor .

RAPID CITY, S.D.—Anderson
Scientific recently announced
that it has been able to to de-
cipher the video signals of such
programmers as Home Box Of-
fice and Showtime that are being
encoded by M/A-COM,

In doing so, Anderson Scien-
tific now believes it could make
a descrambling device for a
lower cost than the $395 that
M/A-COM is charging for its Vid-
eoCipher 2, according to the
company’s president, Joe Massa.

Satellite Program Information

CHANNEL GUIDE

“The point we're intending to
make is to demonstrate that the
technology is there to descram-
ble the video,” Massa said.
“Within the tradition of our com-
pany, which is to. develop porta-
ble low-cog devices for home
satellite reception, we've been
able to do that.

“Frankly, we're laying it out

- and looking for people who can
tell us what there might be as far-

as applications of the technol-
ogy.
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DEAR CHATRMAN MARKEY 1 : ‘
DHRINH THE COURSE OF THE SUBCOMMITTEE HEARINGS ON JULY
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G
HUHUUMMII1LL ON lilhtﬂMUNIFﬁllUN & FINANCE

&INCERELY,
J. LAWERENCE DUNHAM
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UNDERSIAND THAY A LARGE NUMBER OF VIDEUCIPHER (r) 11
DEEODERE HAVE PEEN COMPROMIBED BY “PRIATE" DECODING -
INTEGRATED CIRCUIT CHIPS.,  PLEABE EXFLAIN "COMPROMISING. "
WHAT 18 THE CURRENT HLAK MARKET FRICE FOR THE CHIPS?

LOW MANY DECODERS HOVE BEEN COMPROMIGED AND WHAT I8
1HE _PROGEDURE TO IDENTIFY AND CANCEL OR_NULLIFY:

THOSE THAT HAVE BEEN MODIFITED? WHAT IS THE POSBIRILITY
OF ERROR IN IDENTIFYING A NORMAL UNIT AS ONESTHAT HAB
LEEN MODIFIED? ARE THERE ANY APPEAL PROCEDURES?

N THE VIDEOUIFHER (1) STEM HAS_NOT._BEEN. ROMPRUMISED
THERE WAS A TEMPORAIRY BRE a‘n'ﬁg BECURITY, BU ‘ﬁg~h E -
ONONGOING COMPREHENSTVE PROBRAM TG AssURE THE INTEGRITY
GUF THE BYBTE
WHAT W08 OTIACKED WAG THE MANAOEMENT OF THE PROGRAM

(EY WITHIN PME I5F TJE OMTEGRATED CIRCUITS, THE
NUDID PORTION OF VIDEDCIFHER (r) I1 1§ DIBITALLY FRUCESSED
NND ENCRYFTED USING THE DATA ENCRYETION 8TANDARD
OLBORITHM.  THIS ALGORITHM HAS BEEN CERTIFIED
Y THE U, 8. BUVERNMENT AS BETNG ESSENTIALLY UNBREAKABLE..
LOTE IN. 1986, SOME ENTERPRISING TECHNICAL “EFRIATES'-

FOUND A WAY Y0 MODIFY THE VIDEQCIFHER, FOR RIL

JULY

D UF ONE MONTH LNDING



MARGH 1%, 1987, WHERE WE RlPﬂlRED IDR FREL ANY DELQbERB
THAT Wﬂ% ]HJBRH* MODIFTED. NL(JPFQI1HRTTHE
VIDEQUIPHER (r) I1 8YSTEM GECURITY WILL CONTINU
TO HE SUBJECTED T0 ATTALKS, AND WE WILL CONTINUE TO BE:
BURJECTED TO ATTACKE, (ND WE WILL CONTINUE TO thPON
WITH NN HﬁPRQpR1I1L COMBINATION OF 1.EGAL IELHNULUHlbﬂL
MEMAGURES. WE DLCCASIONALLY HEAR THAT MODIFIES CHIRY
oR MODITEIED DFLUDERB HOVE BEEN BULU FOR PRICES IN 1HL
RANGE  OF $250, O0-8H400, OO, BINCE THIS 18 AN ILLEBGAL .
'“” Mm(l’LTPL F!LE, "OFNFORMATION UN IRIC,CB I8 NOT RELI-—
13 i

WE HAVE NO WAY OF YNUNINH FOR CERTAIN HOW MANY DECODERS
HAVE PEEN COMPROMIBED, BUT WE BELIEVE THAT IT DOES NOT -
LXCEED 30, 000 BEGAUSE' WE CAN ACEGUNT FOR VIRTUBLLY ©°
L oL ThE DESCRAMBLERE THAT WE HAVE BHIPPED EXCERT FOR
e i, THE R MG Berhad T
ﬁnuaﬁgu 0 nnr DE THEIIIPFGﬁLh uanr}gﬂn PEERRWBLERE,
QuR EL é%; VG GO INV%ﬁQIQQTL ”ﬁgﬁ?ﬁg% AS»???SN&E”{EHEE-
e et v‘*«TEzBT hf) D sﬂgﬁﬁ ,9f§
WHILE THIS IRE " CTNGE NUNBER, WE HAVE ALREA
KED' OFF AEDUT 18, 600 DF THE TLLEBACLY-MODIFIED DEBCRAMBLERS,
SPECTFIC DESCRAMBLER ADDRESGES OF MODIFIES DEGCRAMBLERS
WERE DBTAINING WHEN U, 6. MARBHALS EXECUTED BEIZURE 'ORDERS
AT THE PREMIBEG OF BOME OF THESE MANUFACTURERS AND
FROMOTERS. UBING ELECTRONIC COUNTERMEASURES IN FEB
AND IN MAY, BOME 18,000 OF THEGE DEGCRAMBLERS HAVE .
DEACTIVATED, - OTHER' DEBCRAMBLERS WERE. DEAGTIVATED B
ON GTHER INFORMATION, — MOST OF THE 1LLEGALLY-MODIF ]
WERE BLACKED OUT DR RECEIVED SPECIFIC MESSAGES WHEN
INGT)TUED ELECTRONIE COUNVERNEASURES, WE ARE NOT WIL
T0 MIGELOSE OUR SUURCES OF INFORMATION OR THE PROCE
WE LGE TO DEACTIVATE: THEGE MODIFIED DESCRAMELERE.

WHEN i DEBCRAMBLER 16 DEOUTIVATED, THE OWNER HAS
OF KNOWING WHETHER WE HAVE DEACTIVATED IT OR 1T

HTOPMED WORKING DUE TO FAILURE OF A .COMPONENT,
WHD KHOWS HIS: DESCRAMBLER HAS REEN MODIFIED I8
ASSUME THAT WE HAVE DENCTIVATED IT,  IF WE MIBT
DEACTIVATED A UNIT THOT WAS NOT JLLEGALLY MODIF
OWNER 16 LIKELY T0O DRGUME THAT 1T WAB CAUSED R
ENT FAILURE, AND WOULD INVOKE THE WARRENTEE TO HA
TT REPATRED' 6T ND COST,

OF THE ROUBHLY 1&, 000 DESCRAMBLERS THAT HAVE BEEN TURNED

OFr, WE HAVE BEEN' NFLE T0 DETERMINE THRAT 44 WERE NUTqr«—w~*“““W”'
TLLEGALLY MUDIFIED. LON T DERING THHI THERE WERE ABOUT .

160, 000 AUTHORIZED GCUSTOMERS AT THE TIME THE ELELTRONIC
COUNTERMEABURE S HFGﬂN! lHIb Ib A RATIO OF 0, 04% OF THE
AUTHORIZED SUBBCRIBERY, IN F ONLY BOME OQF THE 44

UNITS WERE IN LSE RY HOME HUHBPkIﬁ[Rb. IN FAC

THE REMAINDER WERE SENT IN FOR REWHIR BY DEALERS .

CARLE TV DPERATORE OR COMMERCIAL ' ENTITIES. LUNSGMER
BULSURIBERS WILL BE GHIFPTNG EXPENSES THEY INCURRED.
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GENERAL INSTRUMENT UNVEILS VIDEOTIPHER Il PLUS INTRODUGTION
DESIGNED TO REVITALIZE THE HOME TVRO INDUSTRY

4

VideoCipher® Il Plup PUIDOs

s Invoduce w sipnthonmty h\phﬁf poourtty Cesirambler modue e CONPUMe! markel Ry 00N
&S practical with munimal disnuption 16 6ot 889meN! of the Industry.

o Eliminate tear of produtt Obsdietoence fo! SxBtnD an hew TVRC} syfs\om OWNbIS.
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s identic papkape s purrent VOIIM, Batkwards compatidle. Sedurity cannape eliminpled
trom Initiat VCII Piyk Intoduction and hokd In reasrve &3 & $60urtly mezsure X nedded 81 &
e date. LIoshsoes BRI encouraged 10 redesion IRD rew panm 1ot this potenlin! tiwre
seoury enhanoament. ‘

Hew Features

o Capabie 0! 160viving up 1o RS0 program bert, Gosoramding 8 enorypied dals channek and
multiple Rughe oharinls (Fupport for aikRiionn! features 10 bo phased In Over ¥me). Has
eXPRNORD ON-3Creen (heDlays &MY INCTeRESd addressing rate.

YCl Plus Prodyotion

s Uoonsees placed large contimed ordens tor VYOI tmotving &8 now have requesied dedvery
oolays. In an stiempt o exXONYdsie these requerss, 1889 VYOIl production witt be ot

manmww ahe! w::sm

s Bopin produchion o! YOI Pius moduied on scheduie i late Beplamber and ramp up 16 100%
0! produwton tyiput by Jewwy 19590, _

¢ inpthute Order Convicsion Plan which otiers Uoensesd epportunity to eSus! open ocbom to
mote olosely mioh torecasted domand kNl rpply 1o atedation of Ntial YOI Plus modiies

durtng fang wp.

o Now orders Tor YOIl Phas moduted will be ot OEM kst prioe 02 $245 bodinaing 17180, As
promised, &S & Spedidl dusty promotion, intia! kmited quanities & VYOI Plus motiutes
Ouring OCob-Decomber ramp Up wil be oYered &1 cument VCI pAce. The makepiace wik
Goterning retel prices o both VOIl mné VCII Pivs syslems dudng tanpiion poftod, Fitiesn.
L ooharp ($1B) .04 svary hew YOI PE tmotuie tr8sted prder the iug mn e
shippp ¢ between 1/1/90 oy 43050 wik be commiputy Aadminiclored Indupyy
o "“‘*m%m”cg; reaion (exohxdes YOI Plul inodules shipped under Consumet Upgrads Plan
7T T Eew). Folentiad Gampaion tn exorsh f §9 Milkon,
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wmm YCiul wb_gf o1 IRD pwhnet, DistUtor or Deater w\ radedn on untampeted,
W un .m on module with B ﬂtﬁ vpotese charpe and recslyd 1 64 » how
;
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1TV Dishes Aren’t Broken — Yet

By Jean Cérléy Lacy

They've done it again]. : :
The mediaare paying no attention to the
_other side of the story on satellite dish
‘owners rights. On January 15, when HBO/

- ‘Cinemax. scrambled their video, ABC
News at 5:30 told the viewing public that
dish owners might as well tum their dishes
into barbeque pits or seramble eggs on
them, etc. Also, Channel 9 News ran a

piece on scrambling. A spokesperson for-

“Multimedia said all that expensive satellite
equipment was of no “earthly” use now.
What they fail to tell the public is an
entirely different-story. .
_ The skies have not suddenly gone dark
simply because HBO/Cinemax has scram-
bled, nor will it go black when others, who

. are planning to scramble, do so. There are

still 100 channels to view with a wide

choice of programming. There will soon,

very soon, be three or four more movie
channels with programming. © -

Has the media mentioned that some of -

the big cable companies are already sell-
ing dishes and that in 30 days others will
also be'in the dish business? If dish owners
are-such “pirates” today, will they auto-

matically be “legal” because the cable -’
- company sells.you a dish tomorrow?

Cogld it be that the cable companies have
noticed those millions (15 to 20 million, at

least) of homes, mostly rural, who have
never been and never will be serviced by a
cable company? .

Has the media mentioned that HBO will
be going to Ku-band on four transponders
of K-1, just recently launched? How about
a joint venture of HBO and RCA to purch-
ase the Satcom. K-3 satellite? Quoting
from Satellite TV Week, “K-3 isn’t sche-
duled for launch until late 1988 when HBO
will pick up two transponders each for east
and west feeds of HBO and Cinemax. The
move is significant, however, because it
signals a move by programmers to Ku,
and puts RCA in.the programming busi-

ness with two K-3 transponders for hotels

and motels.” What happens to all the de-

- coders on C-banHb type receivers not
--equipped to get Ku-band?

In an- on-the-air interview recently with

- Keith LaMonica: of FM America (a.radio

TVRO talk show, weekdays 7-11 pm Cen-
tral, on Telstar 303 (T3), channel 18), a

representative of HBO told Keith that HBO

would not scramble until decoders were
widely available.' Numerous’ calls-ins on
January. 15 failed to tum up any “widely

- available decoders™ from dealers or cable
companies.- (With only 25,000 decoder

boxes made in the first batch, how “widely

available™ could they be? A big phone bill
still has not tumed up one “in stock.” Got
lots of promises to get one to me in 24
hours.) -
LaMonica has already paid $10,000 to

. the first person to successfully break the

éncryption code of the VideoCipherll
manufactured by MVA-COM. (Keith LaMo-
nica can be reached at P.O. Box 510261,
Salt Lake City, Utah 84151, also-1-800-
362-8876 or his on-the-air lines of 1-801-
570-1000 or 1-801-570-5255.)

And the media have not mentioned the
fact that Rep. Billy Tauzin (D-La.) and Rep.
Charlie Rose (D-N.C.) have introduced HR
.1840, a bill that would require fair access
to and negotiations for any scrambled sig-
nal .cable programmers might put into
satellite, They have been joined by Rep.
Lee Hamilton (D-IN.), Rep. James Weaver
(D-OR.), Rep. Thomas Tauke (D-IA.), Rep.
Bill Schuette (R-ML) and 20 others as co-
sponsors. Rep. Tim Wirth (D-CO.), Chair-
man of the House Telecommunications
Subcommiittee has announced: hearings

on satellite viewing rights legislationin late

January or early February. - -
Also Rep. Judd Gregg (R-N.H.) intro-

duced HR 1769, a bill that would put atwo -

year congressionally mandated halt to

scrémbling so that provisions of HR 1840

could be worked out. He has an equal

number of co-sponsors for his bill.
Further Senator Albert' Gore (D-TN.)

and Senator Thad Cochran (R-MS) co-

‘authored SB 1618 which was referred to

the Commerce Committee. This bill man-
dates fair prices for home satellite viewers
in the distribution of programmirig.

Other powerful allies of dish owners are
House Majority Leader, Jim Wright (D-TX.)
and Senator Barry Goldwater (R-AZ.).

There is a big grass roots movement in
support of dish owners, and the fat lady
hasn't done her thing yet! She’s in the
backyard sprinkling salt on all those birds
on her dish. :

Yes, | am a dish owner. | would be in
favor, as most dish owners are, of paying a
“reasonable” amount for any services that
Iwish to receive. I will not pay the exorbitant
price of $395 for a descrambler (nor will 1

. lease one for $10-a month), and pay a
_ monthly fee of $12.95 for HBO, $12.95 for
Cinemax or $19.95 monthly for both. The

cable company does not service our satel-
lite dish system. It seems only fair that we
not pay more than the cable company
does to receive any given service.

—The author lives in Lindsay.
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A Word About Analog Audio

In the last issue of our newsletter, we presented plans for an
analog audio circuit. This circuit was intended for you
"experimenters” who wanted to hear the audio on the stations
using analog audio type encryption.

Since publishing those plans, some strange things have been
going on at the channels that use analog audio. First, American
XXX has announced that they will be dropping their current
encryption method and going to the VC Il format. This of course
will not affect any Black Box owners, but we wonder what kind of
deal the current subscribers to American XXX get after paying
hundreds for a decoder, and then finding out it will be useless
in the near future.

Another station, F.U.N. which had been Keeping a very regular
schedule of Adult XXX entertainment, has recently been missed by

some of its viewers. For unknown reasons, F.U.N. missed several
nights of programming, and it was feared by some that they were
leaving the air. However, they are backK now, and seem to be

keeping some Kind of a schedule.

In any case, for those of you that watch these stations, and
want to experiment with a simple modification that will clear up
the sine waves on the screen, try this:

Input from 120-330 uh Video In
Receiver Black
> (@Y i A/ Box
I I I
- IR e
0015 ut '_ Pttt ———

Black Box Legal Problems

If you saw our previous newsletter, you saw where we provided
some information that showed you how to get audio on the adult
stations, how to turn on a M/A-Com VC I] descrambler, and where
to buy a completed black box.

Well it seems that we may have stepped on a few toes by
publishing that information, because since then we have been
contacted by the Attorney General, the Postmaster General,
several lawyers, and a Police officer bearing a supeona for us
to testify in court. '

Our attorney advises us to be a little more cautious when
selecting items to be printed in the newsletter, and in the
future not to give technical advice concerning the VC 11 over
the phone. :

(c) 1986 by RPC, Inc. All Rights Reserved.
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Black Box Updates

*

Bag of Parts - I°'ve heard that name many times this month in
complaints from some of you concerning the way that they are
handling parts orders. It seems that they have been very

slow in filling orders, and have been shipping only some of
the parts.

We contacted the folks at Bag of Parts to find out what was
going on, and they told us that they simply under estimated
the number of orders that they would receive, and were
caught without enough parts. To furthur complicate matters,
their bank was reluctant to let them accept Visa/MC on
phone sales, and this caused them to cancel many orders.

They now say that they have almost caught up on all their
backorders, and are shipping new orders on time. We suggest
that if you can‘t get a problem resolved with Bag of Parts,
that you contact Boresight (1-201-562-0087> and let them know
about any problems you might be having.

BTW Electronics has announced that they have reduced the
price of their circuit board to $35.00. BTW makes a very
good board, and ships immediately upon receipt of your
order. You can order from them by mailing them a postcard
requesting part # BBS021 to be shipped COD to you. Their
address is BTW, RT. 4, Box 492, Eureka Springs, Ar 72632.

Jameco, a very reliable supplier of mail order electronics,
has announced a complete Black Box Kit, which includes all
the components needed to assemble your own black box, except
the board, case, and power supply. This Kit with a retail
value of over $125.00 is available through Jameco for under
$100.00. Also, the new Jameco catalog is out, and if you’'re
a serious electronics builder,  you need this catalog.

To order call 1-415-592-8097.

For anyone who doesn’‘t already know, if you plan to build the
Black Box, always refer to drawing # 8. It contains all the

revisions and enhancements. Yes, there are some differences

between drawing # 8, and some of the other drawings. This is
simply because drawing # 8 is for building the unit, the rest
of the drawings explain the theory.

Watch Boresight (Spacenet 1, channel 17, 8:00P.M. CST). This
is the only show not controlled by the "bad guys"”, and anyway
you may be surprised by what you learn about the VC 11I.

Let us Know

We welcome your comments, suggestions, articles, photos or other
related items that would help make our newsletter better. If
you would like to submit something for us to publish, simply
mail it to our offices, and if it is something we feel our
readers would be interested in, we’ll publish it. Thanks for

your continued support!

your continuea supporv!
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M/A-Com Has Its Own Legal Problems

In a surprise move, Oak Industries has filed a lawsuit against
M/A-Com, alleging that the VideoCipher Il encryption Technology
violates Oak patents for its Sigma scrambling system. The suit,
filed June 17 in the United States District Court in Norfolk,
Virginia, s9eKs unspecified monetary damages as well as
preliminary and permanent injunctive relief.

An injunction against M/A-Com could force the company to
discontinue its sales of the VC Il descrambler, and would also
prevent the company from any furthur licensing of its VC I1
encryption technology to programmers.

This lawsuit could be a key turning point in the entire
scrambling issue. If decoder sales are stopped, then it will be
time for Congress to step in and stop all scrambling until thers
wvere federal scrambling standards, and parity in the marketplace
for cable and satellite consumers.

M/A-Com sells out to General Instrument

General Instrument Corporation has just completed the purchase
of M/A-Com’s Cable and Home Communications division for $220

million. The purchase includes the full rights for the licenss
and manufacture of comercial and consumer VideoCipher decoders.

General Instrument, which lost over $60 million dollars last
year, has become through this purchase the largest hardware
supplier in the cable or satellite industry.

Still unresolved though is the pending lawsuits filed by Oak
Communications against M/A-Com concerning patent infringements
by the VC Il descrambler. ©Oak has also sued two other General
Instrument divisions which are active in cable equipment
manufacturing - Tocom and Jerrold. We look for General
Instuments to attempt to purchase Oak Communications.

News From Encylcoware

Encyclowvare, an engineering company that provides assembly,
alignment and repair services for the Black Box, has a new phone
number. The new number is (919)-746-4961., 1f you are having
problems building your Black Box, give them a call.

Encycloware is aware of several groups working on Oak and M/A-
Com audio and there is a good possiblity that circuit boards for
both audio boards may be available from them within the next 30
to 90 days. -

Encycloware also announced the availability of a complete Black
Box Il Kit including the circuit board, the power supply and the
case for under $149.00. For the latest in audio & video board
developments, consumers will find Encycloware very helpful.

(c) 1986 by RPC, Inc. All Rights Reserved.
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FOR OF THOSE INTERESTED IN PLAYING WITH AN OAK AUDIO
DESIGN, HERE IS SOME INFORMATION BASED ON THE OAK

PATENTS, TO GET YOU STARTED.

THE SECRET IS PICKING THE DATA OFF THE HOZ SYNC AT
THE CORRECT TIME AT THE CORRECT TIME INTERVAL.
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Assembléd Black Boxes

For those of you that want to "experiment” with the Black Box,
but don‘t want to take the time to build it yourself, there is
finally a solution for you. Sparks Unlimited, Inc., a Kerrvile,
Texas, company has now set up a production facility dedicated
solely to the construction of Black Boxes.

Sparks Unlimited which has been heavily involved in the digital
electronics field for the last five years doing research,
design, and manufacture of state of the art electronic devices
is now producing assombled Black Boxes using grade "A"
components, a plate thru type P.C. board, and sophisticated
testing and alignment procedures.

The Black Boxes are constructed on a made to order basis and
delivery is generally two to three weeks after the order is

placed. The Black Box built by Sparks incorporates all the

latest enhancements including some of their own innovations

vhich make provisions for the forthcoming audio boards.

Sparks also maintains an "Audio Waiting List"” of those people
that want to be notified as each audio circuit board becomes

available and encourages anyone interested in adding audio to
their Black Box to contact them.

The Sparks Black Box, pictured above, comes with a 90 day
wvarranty against defects in materials or workmanship, and can be
ordered by calling 1-512-257-2196, Monday thru Friday. They
accept Visa, MasterCard, and COD.

U7 ROM Code Listing

A complete listing (about 27 pages) of the ROM code from the U7
chip within the VC I] is now available. This listing is in
computer code, but is fairly well documented. If you are
interested in getting a copy of this, you can contact Jim
Shackelford at 1-915-658-3637,

(c) 1986 by RPC, Inc. All Rights Reserved.



