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alone decoders has never beendecr~asedbyGlC despite GlC's
•. f ••.•••

pUblic assuran~e~':'that volume production would bring 'lower
~~ J, ,

.'pfices·•. TIl'e"price'"f modules, in 'fact, has increased from
. -""-

$150 to $180. Similarly, the price of· programming is

unnecessarily high for HSO users. NRTC has been required to

pay up to 800\ more for programming 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

discriminatory to rural Americans, and acts as a:further

incentive toward signal piracy.

25. eGrc's announcement of VCII Plus as the

"solution" to the piracy problem h~~ exacerbated confusion

and uncertainty about the future of VCII. Several satellite

dealer groups have provided alarming information to the

public and Congress about the introduction of VCll Plus, the

obsolescence of VCII equipment, and their mistrust of GIC.

Major programmers such as ESPN and HBO have issued requests

for proposals for new. scrambling technology. other

programmers have refused to distribute their product to the'

HSO market using VCII. As a result of the uncertainty over

the descrambler technology and the future of .VCII, the HSO

market has slowed considerably in recent months.
, .
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" ...... ,r~l ::: " •

.• , I ,.'" • ~.: ., ... ~t7,:.;>.~::~~~'~; "t' :'·'·r··\"-' ' ... ,:'"

',: :,. '::~':)c .','·:::'26;::j without Government int.E.!ry~ntion.".~.o .I.correct
, .' • "M' ... '. ':." ." _ " : •• ; \ ;"" •• .J<' ,.~/~)•• '~ <:; ""; ". ~: .;'... "r. i,:,i ~ '~,~ .

,;~hese' types !of market deficiencies ,.,~~TC~ti~!p.-a..te . that

It.h~~e and~,re'~a~e'd'pr6ble~{~ili~ w~~~~e~'! 'Fwe':b~ii~~~~' GlC' s
. . '. . .•. ': .. '1" ; .. :
. goalis~to max ~ e profits by selling,~ecoder~~odules and
' .. _~. '~t~ . ··~·I._~, ,.:-t 1;.~ • .'1 (':. .:. •. :', I .. ;i .... ' .• '

equipment while maintaining VCII or some other GIC

scrambling technology as the de facto industry,standard.
',-', ..

With GIC's' unfett'ered position in the marketplace,,;it will
, . /

urdoubtedlY continue to address :the piracy problem __~

consistent only with its commercial Objectives~----- -----
v. alC's Actions in the Marketplace

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. In June of 1987, NRTC began purchasing
.!'

VideoCipher ~2106 "E sta~d:"alone satellite descramblers and
J. _ - . j ,_ ,~-----,.---,.--'

distributing them to'NRTC me~ers. The agreement NRTC
:'. • , • ' .t ~':~" .....

executed withGIC was -n6t.~ a negotiated agreement , but an
{ ... . .~, . ~ .

adhesion contract present~,d .~~' a,"ta,ke I t or ,leave :,it ".J''
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basis. No other suppliers were available to NRTC because

.Channel Master, GlC's sole second source manufacturer of

VCII descrambler 'modules, refused to. provide stand-alone

units'to NRTC unless NRTC also agreed to distribute the full
",

line of Ch~nnel ~~~ter products.

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

has purchased and distributed approximately 12,698 stand--
alone descrambler units from GlC. No price reduction

/ ---.--------- . __ '" , ... .. --...__.•--- '-.- ..· ..·_ ....__h ". • __

---- ---- - '-
~- ---- ---

occurred during this period, despite pUblic assurances from\.-------------_.- --- .. --. .." -_ .•. , ,.---,. '.. . - _..-._--- - - .

\ GIC of future reductions based upon increased_m~nufac~uring
"---_.,;--

volume. The Commission should inquire further into CIeps

_.-------~-_._._-.. ~ .. _- -- -"

cost of production and ability to supply the indust~r
----

adequately.

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 security for leased equipment owned and
\

serviced by NRTC's members. This "lease-flag" was designed
..

to facilitate'NRTC's plan to provide both equipment and

programming to 'customers on an easy, affordable monthly
•,

basis. The software--' would allow NRTC members, as owners of
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,:' the descrambling :equipment, to authorize: 'progr'iunming
• ,..' ~',' • ,'J." " ',.•-; • :. • .~., ,'!,' .~ ;' ~ ," '\;'~"

services.;" If·the units'were 'relocated;" stolen or tampered
~. ,' •• , ,~I' "-_,R" ~ ""'~~': ", <.,.:-. ,"." ":, ',:' ';. J...... '.',

wi th ,', NRTC .:members·'owning' 'the "leased equipment could
~ " (! i \ I ~,:;

electronically retire the equip~ent'from service.

31. GIC agreed in writing to provide this

enhancement to NRTC and, in return, NRTC agreed to

financially participate in the 'DBS Center as a program----- -----
packager, just like HBO, Showtime and others. Later, GIC

.
advised NRTC th.t GIC would not be able to complete the

software enhancement. Apparently, other DBS Center users

objected to GIC ~roviding th~ software enhancement"needed
. ,

'f~~lease flag and had threatened to'sue GIC if GICprovided

it. This demonstrates how key players in this industry

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

GIC is dependent upon the ,programmers' use of G~C .---- .-, .._-..----

technology. NRTC's efforts to bring affordability and
c.....___ --

security to the home dish market have suffered as a result.

"

32. "NRTC notes with great interest the recent trade
" "

press accounts revealing that' several large mult'iple cable

, system operators (HSO's) may be close to l~~~ch'ing'~ J<u band

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

discussions and that veIl Plus is belng considered as the
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~crambling technology. These reports indicate that the

MSO's are considering controlling the distribution and use
. .0. -;.:_ , ,.

,of the VCIIPlus equipment through ,anew and separate

authorization center. This approach would provide the MSO's

with 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 request that the Commission inquire further concerning

GlC's plans regarding VCIl Plus technology in the Ku band

DBS marketplace.

C) DBS center ~greement

34. In order to provide NRTC's members with instant

ability to authorize programming services, NRTC entered into

the DBS Center Users Agreement. In addition to the lease

flag issue, numerous other points were raised by NRTC in

preliminary negotiations with GIC, such as performance

obligations, user participation in the Center and financial

criteria for participation. GIC refused to modifY,any
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necessary, and how soon such an upgrade program will be

impleme~ted.

B. veIl Enbancements

58. The most significant enhancement to date to the

VCII technology has been GIC' s development of the "Yideo-----

~" order'recorder device for use in ~!!ing_~]!l.P!!lse

pay-per-v iew (" IPPV") programming to the "SO marketE~~c~_. _,------------
In conjunction with this service, G~C plans to construct and---
operate a separate IPPV authorization center. This center

""-- ------------ ----- ----- ---- -- - ---------.--- -

will become the "gateway" for all IPPV transactions in the-------=--- -- ------------.- --------------------
:;HSD marketplace, using the de facto_ ~~~~~~_~~..:..._..!
--.-- .. ~- _. ------_..._._-- .. _-_. --_. ._---- - ~---------

GIC is now in a position to become a

consumers.
e::-

per-view product.

59. GIC has agreed to license manufacturers for the
- ----~

"Video Pal" enhancement. (GIC has indicated, however, that
_...-----....._ .._F----·-- ~-------------- - ~ .Cl c':'~:..ol.~al~-"-'="ss-~o-the IPPV Center. Thus, GIC

~~lis~~ts~~~bott~en~:~_~~y_­
programmers must use to distribute~V-PJr9~ia~~ngto HSD

---------~l--- - - ~---

GIC has recently begun distributing home pay-

direct retailer to each HSD consumer wishing to receive pay­

per-view programming-
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60. NRTC has discussed with GIC its:own' ~lans to

devf!lop a universal home telemetry device capable'of impulse

pay-per-view ordering transaction processing and other

advanced functions, such as remote utility meter reading.

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 IPPV standard technology.

v. commi ssion Intervention i:s Requtr.ed

61. NRTC has demonstrated herein that the HSD
----------_._-

marketplace is not working and that the de facto--_... - - --

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, in the public ~nterest, to oversee the

development, use and security of consumer video descrambling

technology in the HSD marketplace.

~. NRTC is extremely concerned that a single
---------------
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corporation retains sole responsibility for and control over
.~. ---_.. --~- -._--.. , --_ .•. _, .._-_._---:----_._-----~--------._-_.- .~-'

the de facto descramblingtechnoloqy and the delivery of
-------------=-.~._ _.4••~~--------·.----------·~··--~·~-~··------------ ---.- --- •• - ---

. s~r~mbled programming services to HSO consumers. GIC holds
. -----.-_._~

all patents to the~'factQ standard technology and

establishes the rules with respect to its licensing and use.

GIC controls all enhancements to the technology. GIC also

controls the DBS Center, the "gateway" to every HSO

descrambler in the nation.

63. 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£ull and complete record concerning

GIC's activities in the HSO 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.

• Dala cOhcerning GlC's capability
to meet market demands.

• The criteria used by GlC in
determining when ECH's are
initiated.



..

- 31 -

/
/

I " ... , .••••-,••';;...... ,i." .,.•j, ,r.:r.~. ;
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?,.' .TheOtotal·"illiJd>~;:)of:mod~les
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~ction taken in ..
response thereto. .' .

:d - .

The total number of ECH's
initiated by GlC. . ,. ~'i.d ..., ..

," .. : ~. ).::.. .~ .""~~~;~"",J ,~~,J".I .',.:~.:.~.*.~.I .....

.' 'The :t'o'ta'i~ h~~er ·of>.~-r~ngful ECH's. " 0'" " ••,

initia~ed by.;GlC and~'reparations \ .. '.d"''-)'

. :,(,:made·;·;,\.~ ... " .... ,

•

•

.. .'

• '" I"

.' ".' . :~.. . ".~

• GIC's plans to further' develop or
enhance the DBS center, and to
create additional DBS Centers and
·impulse-pay-per-viewauthorization.
centers.

.. ,

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

• Further enhancements planned
regarding the gg facto standard.

64. Only with this type of information in hand can

the Commission determine what, if any, regulatory response

is :appropriate.At a minimum, GlC must not be permitted to

take any action")whi~h·w:i.ll r~nd~r obsolet~ descrambling
" .

equipment purchased and used in good faith by legitimate
I

consumers. The FCC must assure 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 piracy initiatives must be

responsibly a~d::equitablY'administe'reCi. ·Wrongful ECMs or

similar service disruptions must.be compensated by GlC.

-VI. conclusion

Legitimate consumer investment in GIC licensed

produ~__~ust be protected. T e Commission must not allow...---
,..,,---scrambling 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 potential abuses by

\ ' GIC. JTne--cornm-rssion ,m~'-~in ;dequateinformation and

~appropriate regulatory action to ensure that this does

not occur. The pUblic interest, convenience and necessity

requires no less.'

\
)

,

I,
.
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WHEREFORE, THE PREMISES CONSIDERED, NRTC urges the

commission to proceed in a manner consistent with the views

expressed herein.

Respectfully submitted,

NATIONAL RURAL TELECOMMUNICATIONS
COOPERATIVE

John B. Richards
Sheila A. Millar

Keller and Heckman
1.150-17th street, N.W.
Suite 1000
Washington, D.C. 20036
Telephone: (202) 956-5600

Dated: June 19, 1989

By: ~~~
B. R. Phillips, III
Chief Executive Officer
National Rural

Telecommunications
Cooperative
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Summary'
Statement of Bob Phillips of the

National Rural Telecommunications .Cooperative
Communications Subcommittee

U.S. Senate Committee on
Commerce, Science, and Transportation

November 17, 1989

NRTC is co~tted to fairness in access and service to rural America. Our
members have demonstrated this commitment through their track record of
su(;ce~sful universal electric and telephone sen;ce to America's'rural reaches.

From our \.ltility perspective and 50 years of experience in providing stable service
to cOJlsUIl)ers, we see in the cable industry patlerns of control without a conscience,
rates ~ut of reason, and selfish greed before service.

I have QuUine<l our proposals in this testimony. In brief, the home satellite dish
pl~rket ,problem is clear:

, 0 the homesatelJite dish market is floundering 8S 8 cable competitor
" ,and an effective delivery technology for rural America;

o concentrated cable power is the major factor in the downfall of the
di~h industry through cab!e's pro~ramming contrC'l;

o rural Americans remain at a distinct disadvantage in the maturing
,. . ,Jnformntion Age;
o Congress mu~tact to insure that cable has an effective competitor

and that fural Americans are not left behind.
1 ,

Thf," time for Congressional response to this abuse of the Cable Television Act of
l QR4 J'~ no'" NRTC bell'eve" thr~- thin~:: n"l,,::t h.-. ~"""" "1 .. ,..; ......··l~--- __ .:I_10.. ~ • n. J ,r;;t _' _~.t'" .£ .t. =l.,." a..:..:\..:...: LI-... C"..t;,.J.l.JC: L\ In,:::::. It,., •.."U."" .:tll:.'

{':'fi1 r,etiti.jn back tlltU the t~l~'.'i::iu:t Wt'LriuuiH..::l. orne,}' nrc:
1. Mt.ndate equal ficcess to -Pl".QgTItmming on technology-neutral terms.

~~Jlditions and pricing.
2. Restrid cable from control and o"l1ershiJLQf both the content and the

conduit of information to rural America.
3. Pro~ regulatory oversight of encn"p-tion technology.

, Many ,areas if rural America have not seen improved television selection or
reception in thirty years. Rural consumers that receivea one or two channels in
the '50s. one. receive the same limited channel selection today.

, '

Butc~nsum~s are aware of the changes in television. "hey know that a great
and growin~ selection of programming is available in areas were population
densities cal support program delivery. But in the consuner's Iuind, that is not
the issperpniversal television access is the issue.

'. .; k·:l .'
Th,e consumer does not care if their programming is delivered by cable, snt.elliles,
or 'microwave, roof antenna, or fiber. They care about access and they care about
price. Aq) that is what Congress should address. non-discdminatory universal
8,ccess to affordable programing.

I

1.
~ ;
, '

!



'"'"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, Wlder Section 202(a) of the Communications Act of 1934, to
prevent carriers from making "any unjust or unreasonable discrimination in
charges, practices, classifications, regulations, facilities, or services for or in
connection with like communications service, directly or indirectly, by apy means
or device..." " /

NRTC' believes that wholesale programming service to the homesalellite dish
market is a "like" wholesale programming service to the c~b]e 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
~.P!:Q..~_~,t~hQse legiti~ate_home satellite dish viewers who have purchased General

(

vlristruments VideoCip.her II technology. Industry sources indicate piracy levels' are )
.--new 60·,to -_85__.p~~~.Dt. -I It is clear that VideoCipher technology has been

compromised and General Instrument is now moving to a "more secure" version
( , called the VideoCipher II "Plus," but at the customer's expense. .,' '

._ ~ • • ••• _ " ,F'

We sincerely believe that the FCC must exercise its regulatory oversight in this
matter. Legitimate consumers must not be left with useless equipment or wit.h
another c.hFlrgp., this time f0r $129 tu upgmde t.hr.ir ~xisting' vr.n n1ClljuJes to
VideoCiphei 11 .flub. The failure of the VideoCiphet ': II technoiobi is the
responsibility of General Instrument. (Su~maries of NRTe's comments in the FCC
proceedings applicable to the home diEh market are attached. NRTC would be
pleased 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 fup)
rampant. piracy which threatens to destroy the entire home dish marketplace and
the investment made by 2.4 million Americans.

'''-.J
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' )

.. __.Jeftwithout Informat.ion Age access. ,.'
, ,.",.- ;t

Mr. Chairman and Subcommittee members, NUTC is committed to fairness in
access and service to rural America. OUf members have demonstrated this
commitment through their track record cf successful universal electric and
telp.phone service to America's rural reaches. ,,'

.>

5
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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 MIA-COM.

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

'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-co$ 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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FOUND A wny TU MUDIFY THE VUmOCIPHE:R, FOR APERJOD OF ONE MO
1':la·, ' .
THE 'iUl"InfH~BLE EUWnrm J. Mnm<HY
CHAIRMAN '.
nUHCUMMl TlEE ON "I ELECUMUNICnTIUN & FINANCE
Hount: OF riEPHEnENlfH]: VEB
Hi=~-316' HounE nNNEX I l.
W~~8H I NBH)N, u. c. ~)O~.~ 1.5

m::nn CH" I nMf.\N MfHmt Y I

Dl..lfqNI3 nm COUHBE ur THE SUBCOMMITTEE HEARINGS ON JUl.Y

1, ,.. 1907 ON THE aLJa.lF~CT UF aCftAM8L J. N13 OF 8~ne:l-\.. t TE f V I DE~O
slaNALS·TO l~E HUME DIaH MARKET REPREBENTATXV£:TOM'TAUKE
ffat<E~n THAT ntH flNt:lWEHS lU CEHT'A1N QUESTIONS 13££, SUBMITTEO
Fl:lR THE:: RECOfU).

. ., . '.~ :; .
IHrACHEl> HRE OUEB1IONS rmgEO<DY 'REPRESENTA1'IVE '·"AUKE ..
WHICH WERE DIRECTED TO GENERAL INSTRUMENT CORPORATION
HND min nNSWEUB.

SINCERE~.Y,

J. LAWERENCE DUNHAM

OLJEBT I f)Ntl fJIJDM IlTED flY CONG. '.'rnUKE
.....,"f' ..__ , _ ."._. "'''_,''~._.".~ ,-.. -.,.,- - .. _._ ...a.. .

JULY

t. I UN1)EHE:iH~N[) Hl~n n LAnuJE! NUMBHR OF VIDEOCIPHER h') II
DEClJl)EHB l·mvr:: BEEN [::OMPfUlIl11SF.1) BY IPfHRlE" DECODING
lNTE:l~H1nEn CU~GlJIl CIIIPB. PI.•EnSE E)(f:'LAIN IlCOMP~OMI6INl3. II

\.Jlm,. IU THE CurWENT m .. fU< MmU((~T PfUCE FOR THE CHIPS?
HOW MANY DECODEHf3 HfWE Bt~HN r::DMPROM I SED AND WHAT 18
TIn:! p,m[;EJ)Uf~F.:: 'Ill ll>ENTIF·Y nNn cnNCEL OR NULLIFY
'111013E nlln HIWE lJEEN MOIHFUW? WH~n IS THE POSEUBILITY
UF EFUmH IN HJENTJFYIN8 f~ NrJfUI1AL UNIT AS ONE'fTHAT HAS
DEr~N MOIHF1EJ)'? rHW lHERE (lI\lY flPPEnL. PfmCEOURES?

n. THE VIDE:OCIPHEf~ (t') .1 J J~YlUEM.HB6-.NO.L..BEEN.J:;QMPBQMJ~E:l'
"I HEBE WAH A rr·:MPtmrmv rJHEflCH'lJF BECU~U TV BUT"~E HRVE'" .
nN tJNEO/UINB C(!IVlPHEHLNBIVF, PH(Jl~fmM TO AssuhE THE INTEGFUl'Y
UF THE Bvr·n £:."1.

I-JHnr Wf.\S nnAC.~EJ) Wf\S. nlE M.AN('\t~EMENT OF THE PfWGRAM
IU::V lH nUN PMf£ PF T.lE OMH~[lRAnm 81 RCUI TS. THE;'
nUl.>lU Por~T'~ON OF Vll>EOCIPHEn (r') II 18 DI13I1m.LV pnOCf~8SE:1)
fiN)) ENcrwr,ED UB I NO THE IHllH ENCUVPT ION STANDARJ>
nl."t:;(.)JUTHM~ lHIU nU30RITHM HAS BEEN CERTIFIEr),;
JW THE U.. [;. OtWEUNME"''f AU m~ I Nil ESSENT 1ALLY UNBREAKABLE.
LrlTE IN.19H6 " SUME E"'TEHPrH8INt~ TECHNICAL '~F'RIAr£a'L
FllUND n ",nY hl MUDIFY THE VIDEOCIPHEn, FOR lfP~RIOn OF' ONE I~ONH-i ENDING. ,. .... -- ...~.--"."" ~" ...... :.

'~.,



",' / ~. .

t .\.-,

t

MHnCH 15 19tH WIUWE' Wi;: UEPfH rmu Ftm FREE ANY DECODERS
nmT wEnt: lL.LEGnl..LY MUU1FJ.EU. WE l£XPECT THAT l'UE '. ,,'
VIJ.)£:::UGIPHf~n (t') II SYfJrEM m::CLJnJ.TV WILL CONTINUE
TO BE BUBJECnm TU nT'rnCIU, UND W[~ ·Wll.L CONTINUE TOSSo>
BLJU.H:CTE[) Tt.J nTrnCl~B nND WE W] L,L CUNT 1NUE TO RESPOND
WITH nN npPHOPfUlnE l;UN1HNIHHlN OF I.EGRL lECHNOLOIHCHL
tfJEOmms:s. WE nCCf~131(JNm.I_V HEnn nun MODIFIES CHIPS
un MOIH F::' I En l>ECUDERa HfWE nEEN BOLt> FUR PFU CES 1N nm:
nnNBE OF tfif,:50.(t(l-·ftl90(l.(I(I. UINCE llna HI HN ILLEGHL.·
II Mnm{(::TPLm::E, II JNFllHMRT'HtI\l ON PHlcr::a 18 NOT RELI-- .
m::t~E. '.' . ' :

WE I·HWlF, NO wrw OF ."NUWINI; Ftlfl CEfHAIN HDW MRNV DECOOEfU3 .
HnVE: BEEN COMPHUM U~El) aUT Wl~ Inn.1 EVE THll'T 1T Does. NOl"
E,Xt:tEL> 30 (100 [IF;CnUSE' WE cnN fH~cnUNT FUR VI RTUALLV I, :.'.

HL.L OF lH~: UESCHIlMBLEfW THIH WE HriVE SHIPPED EXCEPT FOR
THIS NUMBER. THEBE 30.0CtO WEUE MnNlJFHClUREP BEFORE 1'HE
BEG,I NN I 1\113 01,:: I, 9U7 WLJEN WE" MUDI F 1Ell, tHE DEBe,RAMBLER;" '.'

..J.>lii;SlUN. ~'O. PR~)E::' 'l'Rr:.. JLDH,nD=f1UOnt IfrIY-DESCm:wrBcrR'S. "

_j~l,~iIW~~,AU~ij~e~~~~~,~~~! ·~g~r~w~
'--WH I u:':I¥ffI(~.It Mr:lV ~~EN eu& ~ l:ntlC·)E NUIY1BER WE HAVE ALREADY

"URNED OFF ABOUT 12,000 OF THEILLuaALL~-MODIFIEO UESCRAMBLERB.
fH)ECIFIC DE8CRAM9LER RDDRESSES OF MUDIFIES DESCRAMBLERS
WERt.: OfJHUNJNt1 WHEN U. £3. MHHSHnLS fiXf.:cUn::n SEIIURElOR!)EHS
AT THE PREMISES OF f:30ME DF THESE: MnNUH~CTlJRER8 nNO'
PfUlMClTERS. L1SINB ELECTUONIC COl,INTEHME.ASUREB XN FEBRUrmv
AND I N MAY SOME 1e (too OF THESE OHSCfU~MBLERS ,HAVe: ;BEEN
DF.m:l I VRTEb. lJ1HE.H' nEBCHnMBLErm we IU~ oe:ncr I VATEoeASED
UN (JlImR INFtlRMATIUN. MOST OF THE ILLEGHLl.Y-MOOIFIEP. lINInl
WEHE BL..nCI<EU mn on flEeE] VEU UPEC I FIe MESB~mEa WHEN WE
JNBTITUEO ELECTRONIC COUNTERMEASUHE6~ WH ARE NOT W'~L1NG;
TU nU3CLU8E mm Btll.mCEB OF INFUHMfHION on THE PRomlouRE8
WE UBE TO m~nC'll VfHE THEBE MUlH F nw 1)F..8CRRMBL.EHS. ,;

WHEN n m::SGnnMBL.EH 1n J.>EJlC'1 I WHEn, THE OWNER HAS NO' WAY.
'OF I<NOWINO WHEHIEn WE HHVE UEflCTIVfllEP IT OR IT HAS SIMPlY
nn)PPl~[) WOFUUNl"l Ulm TO r'l1LUm~ OF n ,COMPONENT. HiE OWNER
WilD I<NQWB HU1J)EJ3CHnMl)U~n HAB [lE::EN MODIF lED IS L IKELV Ttl '
fl~I!JU\VIE: THill WE HnVE I.lEnCTIVf1TEI> IT, IF WE MISTAKENLV
DEnCl I VfrlED n UN 1T THnT WH8 NOl I Ll.EGnLLY MOIH FlED THE
UWNE H Hi L1KEL V Ttl nf.:murviE THrn I T Wf~8 CHUSEO BY COMPON~·.'
tiNT rnlumE, nND WOUU) 1NVCIIU: Hi~t wnHHENlEE TO HnVE I; '.

IT m;p~nnEn Hl NIJ corn. '
OF Hm: RUUGHL.,Y H~ (100 UEBI::HAMBLErm THin HAVE BEEN TURNE:U
OFF WE tlnVE BEFN' nrrl..F: lU ,nETEHMINE THor /+', WEF~E NCJT~ -_._--..
lU.J,FjnLLV MUIHFIl~n. CUNUIUERING lltOT THEBE WERE ABOUT
J.e::O 000 ALJlHOJUZEl> CUBlOMEHSAT THH TIME THE ELECTRONIC
(;()Ur\nEUME.nBUrU::E~ 13f~(~nN THIS IS n fUlTH) OF O. Q4'Yo OF THE
nlJTHHfU ~EI? {jUBBqf.~U~EH~:I. ~N Ff~C'T'l. O'~L '( SOME qr: ,n·tE 44'
UNl1.:J WEIU: IN titlE BY HOME Bur-lBCt<JflbRS. IN F(~C ..
TIlt:~ IlEMHINUE:n WErlE BENT J:N Fun HEP~lIR BY I>EALEna '.;.
COHU: TV OPERAHlRU un COMMEnCIAL.' mn I TIES. CONSUMER
Bl.mSCnlEtEHH WIl.L nE: GHIPP1N13 EXPENSES THEY INCUUnEl>.
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TV Dishes Arei1~t"Broken

By Jean Corley Lacy

·Yet

They've done it again!. . .
The media are paying noattention to the

other side of the stolY on 'sate!lite dish
.~ers rights. On JanualY 15, when HBOI
·Cinemax.scrambled their video, ABC
News at 5:30 told the vi~g public that
dish owners might as weD tum their dishes
into barbeque pits or scramble eggs. on
them, etc. AlsO', Channel 9 News ran a
piece on scrambling. A spokesperson for.

.Multimedia said all that expensive satellit.e
equipl1')ent was of no !'earthly" use now.

What they fail to teU the ptiblic 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. Therewifl soon,
velY. soon, be three.or four more .'movie
-channels with programming: . •

Has the media mentioned that some of '
the big cable companies are already seil­
ing dishes and that in 3D days otl:ters will
also be in the dish business? Ifdish owners
are· such "pirates" today, will they auto­
matically be "Iegal'~ because the cable

, company sells you a dish tomorrow?
Could 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 \hat HBO will
be going to Ku-band on four transponders
of K-l, just recently launched? How about
a jointventure of HBO and RCA to purch~

ase the Satcom. K-3 satellite? Quoting
from Satellite lV 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
signa(s a move by programmers to Ku,
and puts RCA in. the programming busi­
ness·withtwo K-3 transponders for hotels
and motels." What happens to all the de-

. coders on C-banl:ltype receivers not
, . equipped to get Ku-band?

In an· on-the-air ·interview recently wi,th
Keith 'LaMonica' of ·FM Ameri~a (a. radio
1VRO talk show, weekdays 7-11 pm Cen­
tral; on Telstar'303 (T3), channel 18), .a
representative 'of HBO'toletKeith that HBO'
would .not scramble until decoders were
widely available.. Numerous calls-ins on
January. 15 failed to tum up any "widely
available decoders" Crom 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 turned up one "in stock." Clot
lots ,of promises to get one to me in 24
hours.)

LaMonica has already paid $10,000 to
. the first person to successfully br:eak the

encryption code of the VideoCipherll
manufactured by MIA-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
nalcable programmers mi~ht put into
satellite. They nave been joined by Rep.
Lee Hamilton (D-IN.), Rep. James Weaver
(D-OR), Rep. Thomas Tauke (D-IA), Rep.
Bill Schuette (R-M!.) and 20 others as co­
sponsors. Rep. TIm Wirth (D-CO.), Chair­
man of the House Telecommunications
Subcommittee has announced: hearings
on satellite viewing rights legislation in late
January or early February." .

Also Rep. Judd Gregg (R-NH) intro­
duced HR 1769. a bill that would put a twt? '
year congressionally mandated halt to

,.' -scrambl!ng SO that provisions of HR 1840
could be worked out He has an equal
number of co-sponsors for his bill'

Further ~enator Albert· Gore (D-TN.)
and Senator ThcdCochran (R-MS) co­
'authored SB 1618 which was reCerred to
the Commerce Committee. This bill man~
dates fair prices for home satellite viewers
in the distribution of programming.

qther powerful allies of dish owners are
HouseMajorityLead~r,JimWright(D-1X)
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, I am a dish owner. I would be in
favor; as most dish owners are, of paying a
"reasonable" amount for any selVices.that
Iwish to receive. Iwill not paythe exorbitant
price of $395 for a descrambler (nor will I
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 I1ndsay.
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I The Black Box News-letter

A Word About Analog Audio

Page 2

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 II 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.

Anolher slalion, 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 back 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 LP Black

') ! ~
) Box

- ..... .
.015 uf

, Black Box Legal Problems

'

1 Jf 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 MIA-Com VC II 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 JI over
the phone.

(c) 1986 by RPC, Inc. All Rights Reserved.
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The Black Box New.letter

Black Box Update.

Page 3

* Bag of Part. - I've heard that name many times this month in
complaints from some of you concerning the way that lhey are
handling parls orders. Il seem& lhat lhey 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 VilalMC 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 (1-201-562-0067) 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 include. 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
S100.00. 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 M 6. It contains all the
revisions and enhancements. Yes, there are some differencel
between draWing M 8. and some of the other draWings. This is
simply because drawing I 6 is for building the unit, the rest
of the draWings explain the theory.

* Watch Boresight (Spacenet 1, channel 17, 6:00P.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 II.

Lel u. Know

We welcome your comments, suggestions, arlicles, pholol or olher
relaled ileml lhat would help make our new.leller beller. If
you would like lo lubmil somelhing for us lo publish•• imply
mail il lO our offices, and if it is somelhing we f.el our
readers would be intere.ted in, we'll pUblish it. Thankl for
your continued support!

your con~lnUeQ .uppor~!
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MIA-Com Has Its Own Leaal Problems

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

An injunction against MIA-Com could force the company to
discontinue its sales of the VC II descrambler, and would also
prevent the company from any furthur licensing of its VC II
encryption technology lo programmers.

This lawsuit could be a key turning point 1n the enlire
scrambling issue. If decoder sales are stopped, then it will be
time for Congress to step in and stop all scrambling until there
were federal scrambling standards, and parity in the marketplace
for cable and satellite consumers.

MIA-Com sells out to General Inslrument

General Instrument Corporation has just completed the purchase
of M/A-Com's Cable and Home Communications division for S220
million. The purchase includes the full rights for the license
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 lawsuils filed by Oak
Communications against MIA-Com concerning palent infringements
by the VC II descrambler.· Oak has also sued lwo 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

Encycloware, 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. If 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 11 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) 1966 by RPC, Inc. All Rights Reserved.
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To Cb 3/4 TV MODULATOR

FOR OF THOSE INTERESTED IN PLAYING WITH AN OAK AUDIO
DESIGN 1 HERE IS SOME INFORMAT ION BASED ON THE OAK
PATENTS 1 TO GET YOU STARTED.

"THE SECRET IS PICKING THE OATA OFF THE HOZ SYNC AT
THE CORRECT TIME AT THE CORRECT TIME INTERVAL.
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Assembled Black Boxes

For those of you that want to "experiment" with the Black Box,
but don't want to take. the tim~ 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 stat.e of the art elect.ronic devices
is now proclucing assemblecl Black Boxes using gracle "A"
components, a plat.e t.hru t.ype P.C. bo~rd, and sophisticated
testing 'and alignment procedures.

The Black Boxes are const.ruct.ed on a made to order basis and
delivery is generally t.wo to t.hree weeks aft.er the order is
placed. The Bl~ck Box built by Sparks incorporates all the
latest. enhancements inc~uding some of their own innovations
which make provisions for the forthcoming audio boards.

Sparks also maintains an "Audio Waiting List." of those people
that want to be not.ified as each audio circuit. board becomes
available and encourages anyone interested in adding audio to
their Black Box to contact t.hem.

The Sparks Black Box. pictured above, comes with a 90 day
warranty 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 II is now available. This listing is in
computer code. but is fairly well documented. If you are
interesled 1n gelting a copy of this. you can contact Jim
Shackelford al 1-915-656-3637.

(c) 1966 by RPC. Inc. All Rights Reserved.


