
JAN 29 '91 09:40 SDC FAX 314-394-3200 P.02

"

" ,..

':,.
.. ~. .

, "

NetHnk will facilitate a program whereby 8 single 800 number f~ promoted for converting
consum~r& to veil Plus and an attractive protzramming pa~k8ge. Netlink is working with
the SBCA and General Instrument and other programmers on the plan.' "We bope to have
the program in place during the next 30 d8YS~" said Pickle; Participating programmers could
'hare "pro rata'· in the eostS and revenues of these new customers. UMany of thcte
consumers are highly Misinformed and are not aware that programming is easily available
c.m an affordable basis:' he added.

5. N~tlink bas requested that G.L's DBS Center imm~diately step up the intensity, of
El~etronjc Counter Measures or ECM's to deter piracy. Netlink recogni2:es that a ,mall
percentage of legal cUKtomerl may be erroneously deauthorized 85 a result of the BCM.
Consequently, Netlink will supply tho~e customers authorized through Netlink with 3 months
of free programming 8S compensation, in addition to a free upgrade to VeIl Plus ..in. s, ..
conjunction with General Instrument. . :'

, I

6. Netlink will move their programming to a more secure technology as soon as sufficient
modules of a ~ore secure teehnntogy can be produced. Such a move would be made sQ tpat
nny legitiml\te (',(\OSUTTler would not 1Jl(~ur any C05t. "General Instrument bl:l.s Infonned u$ that
the.y will sponsor a free upgrade frum Vel! to VCIJ Pius with hRepJaceable .Securlty" or
VCRS when the VCkS has suffjci(~nt Rvailahility. "With this promise by G.l.~ we are more
enthusiastic the VideoCipher migration wHr work.1I said Fickle.

.
7. N~t1ink supports a comprehensive approach in the use of BCM's to fight satelJite piracy.
IIIf any custom~r is erroneously hit with an ECM, Netlink will offer 3 free months of the
programming that ~uSitomer had through our port," said Fickle. "We want to make sure that
we .in1l1\edl~tely shut off ECM ld Llhits Rhdthat we provide ~~~ffu.t thOi~ &w indi'Jid~al$

turn~d off in error," he i;uJd~d.

,

8. Netlink willt over the next six months, develop a loca~ marketing plan for use by dealers
to sell against piracy and expand their market. Netlink welcomes volunteer dealers to be
test sites as well as cooperative help from hardware distributors. After the program· has
been deveJ9ptd, Netlink u~1J m~K~ it wvuibhlt to all UtttUit. deal.n:. :

C..oUcclively, Netlink fe,el" th~t thC"l: ~tutelTleIlis nnd positions on pirst..')' will .make clear its
intentiot'ls to support the legitimate growth of the satelUte industry in the 1990's.

NF:nJNK markets and diMrihllt~!I the One Stop PacKr:tge, along 'With HBO, Cinemax,
Showtime, The Movie Channel. Satellite Sports Networks and other services to a natiot\wide
audience of home satellite tclvision viewers and satellite de'alers throughout the U~S.,

NETI..INK i~ a panoership owned hy &uhsidiarfe~ of WestMarc Communications Inc.• Rock
& Associates and Te]e~Communications,inc.
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,Decoder maker wants
Viewers~ buy upgrade

By CALVIN SIMS
New York Times

T
he satellite television in
dustry, which for years has
complained about the num
ber of Americans watching

-. without paying, says it fi
nally has found a way to stop them.

But it wants the cost of its new
prevention system to be borne by
its customers, and that has started
a battle that could affect the 2
million Americans who own satel
lite dishes.

The dispute centers on a device
soon to be introduced for unscram
bling satellite television signals, Its
manufacturer, General Instnunent
Corp., says it is needed to stop
'hundreds of thousands of people
from stealing progranuning by
usirig illegal versions of its existing
decoder. .

General Instrument wants con
sumers to pick up the cost of the
new technology, which is expected
to be at least $500, or $129 with
the trade-in on an old aecoder with

.an ~expired warranty.
i But consumer advocates say
, General Instrument, which has a
monopoly on such decoders, should

\ pay for replacement decoders be
cause it is the company's fault that
the existing equipment' does not
foil theft and because satellite
television programmers will at
some point abandon current sub-

o scribers by switching to the new
" ;,decoding system.

. The dispute ,comes at a time
when satellite viewing and pro- ,

. gramming is expanding rapidly.
The more than 2.5 million sat

,ellite-dish owners in the United
States have access to more than
9.00 cha:mek from the Christian

.- ~ , .. ~' " ""'n



Broadcasting Network to Ameri
can Ecstasy. a hard-core sex chan

. neI. Michigan has an estimated
. 75,000 satellite dish owners.

, The number of dish owners is
expected to reach about 10 million

, by the mid-1990s, industry ana
lysts say.

Some satellite programming,
like n~twork shows and hobbyist,
educational and foreign-language
programs, costs nothing to re
ceive, and. such signals are not
scrambled. But programming for
which a subscription fee is charged
is scrambled.

To subscribe to a scrambled
satellite channel, a consumet buys
and installs adecoder and then calls
the program supplier to order the
.service. The supplier infonns Gen
eral Instrument, which· activates

, i.the..customer's decoder through a

signal from a satellIte.
General Instrument's existing

system has a monopoly because its
technology was chosen early on by
large programmers like BBO as
the best to scramble and unscram-
ble their signals. .

The programmers started
scrambling the signals to foil free
access by the increasing number of
people with dishes. More than 40
subscription program services use
the General Instruments system.
The decoder is so well accepted
that it is included when most satel
lite dish systems are sold.

But within a year of its intn}:
duction in 1986, the existing de
coder, called the Videocipher 2,
was compromised. High-tech ban
dits designed computer chips that
could be fitted into the decoders to
unscramble signals without paying

tllt:: VlU~.lU'.iU~'..... .l l,V H\..,,-t"Ul-"'" "h....

device. Industry experts say at
least half th~ 1.6 million existing
Videocipher 2 devices are now
receivulg satellite signals illegally.

General Instrument's Video
cipher division, which is based in
san Diego, Calif.. said that its new
decoder; the Videocipher 2 Plus, is
"99 percent foolproof' and that
the new device, combined with the
government's aggressive efforts to
crack down on sateUite television
piracy, would give program suppli
ers incentive to offer a greater
variety of programs.

But people who sell illegal de
coders say that they already have
figured out how to break into the
Videocipher 2 Plus and that by the
end of next year, consumers will
have access to the· pay-TV pro
grams as easily as they do now.
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GI Drops
VideoCipher Bombs

Shortly after the VideoCipher Division of General Instrument Corp.
announced a month ago it was talking with programmers about a free up
grade of legal subscribers to the higher security of the VideoCipher n
Plus module, it dropped a couple of other The CipherCard technology has been in
bombs, the DigiCard and a three-year up- development for two years. 01 did not say
grade warranty. what would happen to current VC II Plus
, The first 'bomb was that any universal modules if and when it becomes neces
upgrade> of current untampered VC II sary to implement CipherCard use be
modules will be to a second-generation cause the VC II Plus has been broken. But
VC II Plus with a CipherCard, calling it a such a situation would duplicate today's
"low-cost, consumer friendly method to VC II/VC II Plus situation.
update security for satellite-delivered sub- However, the second bomb 01 dropped
scription program services." in mid-January was an announcement that

The CipherCard will contain updated a "bold and unprecedented Consumer Se
security information in a "smart" credit- curity Protection Program" would be of
card like object that can be inserted into a fered to new home satellite TV system
consumer's descrambler module. "Each buyers this spring. Any consumer buying a
CipherCard will be unique and will work VC II Plus manufac.tured after April I,
only with a specific consumer descram- 1991 (estimated June retail availability)
bier unit," said 01. will receive a free VC II Plus decoder up-

Acknowledging that the only question grade "if most cable/satellite TV program
was "when" not "if' the VC II Plus will mers switch to a higher level of
be broken, Larry Dunham, VideoCipher VideoCipher II Plus technology" within
Division president, said "The purpose of three years of date of purchase. The pro
CipherCard is to ptlt in place the capabil- gram applies to all integrated receiverl
ity to quickly counter future piracy with descramblers produced by 21 VideoCipher
renewable security that can be imple- II Plus-licensed manufacturers.
mented easily and on an ongoing basis." "The criminal actions of piracy and

Manufacture of the CipherCard-based piracy-eaused technology changes cannot
VC II Plus descrambler module is sched- be allowed to hurt the legitimate home sat
uled for the fourth quarter of 1991. Thus ellite TV household;' said OJ's Dunham.
the CipherCard VC II Plus module deliv- In further 01 news, satellite industry
ered to 21 licensed IRD manufacturers in manufacturers have been informed of a
1992 will have a CipherCard slot, but will· price increase to them of $72 for the VC
not include the actual card itself. Distri- II Plus module, effective April I, 1991.
bution of the CipherCard to consumers This means consumers soon will be asked
will occur "only if the current VC II Plus to pay at least an additional $100 or more
system is compromised and programmers to get a VC II Plus module. Thus the least
using the VideoCipher II Plus technology expensive standalone VC II Plus decoder
decide to migrate to a higher security box will retail in the vicinity of $600 after
level," said 01. April 1. B
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OnJSI\T ~TI~,VC II Plus,

Fact Or Fiction7
BY RICHARD MADDOX

ontroversy has been a constant
companion of the VideoCipher
system ever since its param
eters were first introduced to
the satellite industry by M/A
Com in November 1984. Of

course, ever since HBO scrambled in
January 1986, using the Vid
eoCipher system, it has become the
number one topic whenever satellite
dealers or satellite viewers talk
about satellites.

General Instrument, who was
smart enough to buyout the Vid
eoCipher Division of MIA-Com
shortly after the VC II system actu
ally started to be used, has been the
big winner monetarily in all of this.
Unfortunately, it seems no one else is
happy with the system outside of the
few pirates who have made millions
offbootleg boxes.

Gl's response to this piracy was
heightened security measures,
counter-electronic sorties, so to
speak, which managed to occasion
ally turn off bootlegs, but which also
managed to turn offlegitimate boxes
as well. It was obvious that simply
trying electronic fixes on the VC II
would not work in the long- run,
hence work was begun on the VC II
Plus shortly after the VC II system
was compromised.

Of course, to hear Gl's side of the
story, the VC II Plus is not a product
developed in response to piracy.
Rather, it's an evolutionary product
designed to improve subscriber' ca
pacity, to facilitate pay-per-view, and
to incorporate expanded levels ofpro
gramming delivery, all of which it
does do.

In the long-term view. howeyer..-.
the VC II Plus introduction really is
just an interim step in the war
against piracy, with the ultimate
goal being to shift programmers to

Some little known
facts, figures, and fun on
the VideoCipher " Plus.

--------
Gl's DigiCipher system (another
"unbreakable" technology). Digi
Cipher was recently previewed at the
Las Vegas satellite industry trade
show and is slated for a summer 1992
rollout.

Once again the consumer is being
forced to pay the tab for GI's research
and development costs through a
price increase on the VC II Plus mod
ule (which by Gl's estimate will only
add about 5 percent, or $150, to the
price of an average system).
. One ofthe great promises made by
MIA-Com during the original Vid
eoCipher II introduction, after the
VC I was dubbed too expensive for
the consumer, was that it would be
an inexpensive product to manufac
ture because it used large scale inte
grated circuit chips.

The original proposed manufac
turer's cost for the VC II module was
$150, with no discounts for quantity.
Five years later, the module cost to
manufacturers has never gone down
in price, but rather has increased,
which defies standard electronics in
dustry practice.

It is common in the electronics in
dustry to see the price drop when
quantities are increased and the
product's research and development
costs are amortized. This has never
happened with the VC II and, accord
ing to GI, is not going to happen in
the near future with the VC II Plus
module either. '

Unfortunately, there isn't an al
ternative (unless one views the in-'
famous BlackCipher as an alterna
tive). We must accept the VC II Plus

----- -----------

as our new "standard for scrambling
systems," It is interesting to note
that when you call GI and are put on
hold, you hear an advertisement for
their still-in-development Digi
Cipher system.

UPGRADE, YES OR NO?
You should only upgrade to a VC

II Plus if you want to receive those
channels that are now exclusively
using the VC II Plus signals. At this
time, that's any of the pay-per-view

. channels and the SPICE channel, al
though 'other new programming ser
vices may come on-line using VC II
Plus exclusively as well.

A new module is required because
there is a timing difference in where
the descrambling and digital audio
information is found between the VC
II and the VC II Plus. Basically, it
boils down to where the descram
bUng information is placed. One sys
tem uses the horizontal sync, the
other uses the vertical sync.

This physical difference between
systems is why all the bootleg VC II
boxes no longer receive audio on the
SPICE channel. They were all muted
when the SPICE channel quit send
ing the VC II signals. This is why you
must now have a VC II Plus in order
to subscribe to SPICE.

It pays to shop around if you do
want to upgrade since there are some
people offering free upgrades. If you
go through GI for an upgrade, it will
cost you $129.00 plus shipping, in ad
dition to any dealer charges for in
stallation of your new module. Ifyou
have a bootlegged module, it will cost
you 8 lot more (call GI at 800/344
6754 for more information).

Now what does this extra money
get you? Beyond the capability of
subscribing to the SPICE channel,
you can still subscribe to any of the



other existing VC II services since
they are all compatible with the VC
II Plus. In order to buy any ofthe pay
per-view services, you must have the
VIDEOpal (an extra box that must be
purchased) before you can subscribe.

This brings up another factor that
will influence your decision to up-,
grade - the imminent availability of
the MOM, or Modem-On-Module VC
II Plus. It will contain the VIDEOpal
unit inside the module, making it
easier to install since there's no extra
box stuckbehind your TV. The actual
introduction of the MOM modules
should occur by this summer and
should cost around $169 to upgrade
from a VCIl.

Either way, an upgrade will sup
posedly prepare you for the eventual
phaseout of the VC II system. The only
problem is nobody knows when this
might occur, especially in light of Grs
announcement that their DigiCipher
system will be ready in 1992.

What may happen is that the VC II
and the VC II Plus will be phased out
together in favor ofthe DigiCipher. At
this point, how it all washes out hinges
on numerous issues. Will the VC II
Plus be pirated? Will the program
mers want the higher security ofDigi
Cipher (and the multiple video
channels on one transponder capabil
ity)? And, can GI handle the massive
uproar over such a change? Only time
will tell.

NEW II PLUS SCREENS
If you do have, or plan to upgrade

to, a VC II Plus, you'll see that the Set
Up screens are different from those in
the VC II module. They have changed
the 50/50 signal quality indicator
which told of short and long-term sig
nal quality and substituted a single
measurement for signal quality on the
bottom line of the Set-Up 1 screen.

The Diagnostic screen (accessed by
pressing Set-Up, 0) can still be used to
analyze your reception. It has been
broken down into eight numbered
lines ofinformation, which means it is
a lot easier for the GI technical help
operators to evaluate your system
over the phone.

Here's what the numbers mean:
V1.08 is the latest module

software version I've seen. But, by
the time this is printed, that may be
changed to V1.09 or V1.1. It simply
defines which operating software

--------.

version is being used.
Line 1 contains your unit In

number. This should be written down
for reference for use when calling pro
grammers. If this number ever
changes, then it indicates a malfunc
tion in your VC II Plus (or VC II) mem
ory. If it reads 0000 0000 00000000,
then it usually indicates your unitwas
hit by a power surge or that the mem
ory back-up battery went dead. Either
way, it means bad news sports fans.

Line 2 is a memory check for GI's
internal use.

Set-up 0 screen

~-''jJ~l:~~~il;~' ~.~~
~;_~~~ __ J!__~~ . .JLi~7Jf;; ~i~_~
Vl.l0
1) 02985016-rr-34 83-0-0
2) 3:0004 2:8808 1:C910 0:1ErO
3)
4) 00 E72-909-[98 0£-1
5) 0000-0000 0000-0000.00
6) CO-45-02 0 8111 4-1-2D3A06
7) 0003 3980 8379 4 0 01 2062C8
8) 0.00£-00/2.59£-02 00 S:s

Line 3 contains no information.
Line 4 contains two zeros for future

use and two other groups of numbers
that indicate the unit's location, stan
dard time zone, and whether or not
daylight savings time is observed
there. This one does.

Line 5 contains just zeros and is
held for future use.

Line 6 contains some useful infor
mation. The first alphanumeric pair
indicates whether the module has ever
been authorized (C4 = never au
thorized, CO = has been authorized).
The next digit pair indicates the
monthly epoch change number. This
will change as the new monthly key is
received. The last pair in the first
group is the channel In code (Show
time East is 02, Showtime West is 03,
The Movie Channel West is 04, The
Movie Channel East is 05, HBO East
is 10, HBO West is 11, ad nauseum).

The four digits in the middle ofline
6 comprise a fast counter. It should
count smoothly with a good signal.

At the far right·hand side orline 6 is
the program's epoch code. It contains a
sync detector, a broadcast counter, and
a timer for the broadcast in frame count
time. Ifyou think of the digits as ones,
tens, hundreds, etc., the ones change
approximately every third of a second,
the tens change approximately every
2.18 seconds, the hundreds change

123

every 35 seconds, the thousands every
nine minutes and twenty seconds, the
ten thousands every 150 minutes, and
the hundred thousands every 39 hours
and 50 minutes.

Line 7 contains the hit trip count in
the' first four digits, the computer
center trip count in the next four dig
its, and the good frame count in the
next four digits. The two single digits
and the double digit are related to the
broadcast (not a VC broadcast, not au
thorized, locked out, etc.). The last
group of numbers in this line is a
frame-count time code for the broad
cast's ending. The group of numbers
directly above this one are counting to
this number. An enterprising and
curious person could figure out
roughly how much time remains for
any given VideoCipher program with
this data.

Line 8 starts with two groups of
numbers separated by a slash. The
numbers before the slash are 5-second
bit error values and the number after
the slash are 45-second bit error
values. A very good signal will typi
cally produce a reading of O.OOE-OOI
O.OOE-OO.lfyour system is improperly
tuned, either on the satellite or fre
quency, these numbers will go up. We
have caused higher than normal num
bers here. The higher the numbers,
the poorer the signal.

The two-bit alphanumeric code that
follows these numbers indicates the
number of audio holds that are occur
ring. On an authorized broadcast, this
should stay at 00. Ifthe signal is noisy,
the count will fluctuate up and down.

The last letters in line 8 indicate
the signal type and module status. In
front of the colon will normally be
found either S, for scrambled, or F for
fixed key, although T for test and P for
processed may also be seen. This indi
cates the signal status.

Behind the colon will normally be
found NS for no subscription or S for
subscription OK. Also seen are: - CB
for circular blackout (a program black
out based on your zip code), - MP for no
program rekey information (means an
unaddressed module), and - OC for old
category (doesn't have the latest
monthly epoch change).

While watching the VC II Plus
Set-Up 0 screen can produce some in
teresting information, watching pro
gramming is sure to produce more
entertainment. •
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de 'eted at some pont in November
or Decem er of this y~r~ny a~
~this Commission which impedes

"the production and delivery of the'
VC 1/ PluS will result in extreme
oescrambler shortages in the market.

TVRO

31 Because of technical and non
technical means of avoiding syndex,
broadcasters would not be able to
effectively enforce syndex rules.

It is highly unlikely that the
imposition of a limited form of syndex
using the existing VC " would result in
any benefit to broadcast stations
Claiming exclusive rights. We submit
that the effectiveness of syndex rules
would be vitiated by the ease with
which HSD owners could avoid the
blackouts.

.,f.ert@ps the most glaiiQ9...error of
the C&G Pa er is its reliance u on the
su osition that the introduction of
the V II Plus by Gl is an "upgrade"

f ram. The Introduction of the VC II
Plus is designed to increase the
technOi'OgiCal difficulty of VideoCipher
moditJcatlon for the unlawful
interce.etJon of encrypted television

rogramming. However, the
introduction of the VC 1/ Plus will not
in a'1Y way affect the existing VC_"_. ...........

As noted in the SBCA's initial
comments in this proceeding. the
problem of satellite signal theft is
enormous. The industry is awaiting
the introduction of the VC /I Plus with
high hopes and great expectations.
The damage which would be done to
the home satellite industry by any
delays in the introduction of the VC II
Plus caused by this proceeding would
heaVily outweigh any perceived
benefit by the broadcasters and
copyright holders. Ihf: SBCA has been
advised b GI that all mater I
production of the VC " will be..

Mark C. Ellison

SBeA's Reply
Continued from page 18

for distant broadcast signals.
Further, the results of a "syndex

simulation" conducted by Superstar
Connection, satellite carrier of WGN
and other superstations, indicate
average acquisition delays well in
excess of seven seconds. Results of
that test show that when a 32-reg;on
blaCkout message is contained in the
signal. the acquisition time for that
channel was, in some cases, as high as
eight minutes. Further, SUperstar
Connection has advised the SBCA that
customer dissatisfaction with the
acquisition delays was clearly indicated
by an extremely high volume of calls to
Superstar Connection's customer
service representatives.

Channel acquisition delays are a
significant problem associated With
syndex. They are particularly egregious
in view of the fact that they are
suffered by those viewers who are
outside of the blackout region. Clearly.
before the Commission can
promulgate syndex rules, further
testing of the characteristic must be
conducted.

.' , :I

/~NO
SBeA's Reply
Continued from page 18

....,. page38
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that were hand doctored, .. our source said.
After contacting severallRD manufsctur

VC II Plu. To Th. Show er5. it could not ba cJetBrmlrted what was

. SOURCES ATECHOSPHERE, A MA. causing the daisy.
jor IRD manufacturer. reported that as of, Commented one manufacturer, "They
early Jenuary they still had not received a I still have major interface problems and the
working VC 11 Plus module from GI GI had i things won't authorize. "Another manufac·
committed to supply each IRD manufac- \ turer said, "It h~s9O,?fygraphics and won't
turer with operating VC 11 Plus modules for I tum on a/l the tIme.
the industry trade show in Las Vegas which i Channel Master's Don Berg, when
began on Jenuary 22. \ asked to comment on the problems, stated

'" don't think they're going to make it, that Channel Master had not shipped eny
unless of course we gat prototypes again production models of V~ 11 Plus es of the .

first week of January. Channel Master is
the only manufacturer authorized to pro-

. "0."': ._ .. - .--:.~,.r------ ~ duce VC liso~rthen General Instrument.

SBCA Viewpoint 'v'
on The

VidooCipher II
~y Cbuck Hewitt, President SBCA

You may have recently re
ceived a rather long and rambling
document prepared by a group

, that calls itself the Satellite Dealer
Communication Association. This
group, which claims to represent
satellite dealers, states in the re
port that the new VideoCipher II
Plus will obsolete the existing
VideoCipher 11.

~ . As the SBCA has previously
stated in a report to Congress,
based on the commitments we
have received from the program
mers and General Instrument Cor·

___-P0ration, the existing VCII COIl:

sumer will not be discmfr.anchised
by the introduction of the Plus sys~

_-.::t=ern.. It is very clear that the pro·
. grammers, even if they could move
.to the higher:tier bits available on'
the Plus, are not going to do so..
Such a move would mean an imme·

. diate loss of nearly $200 million in
current subscriber revenue. The
demand for space in the lower 56
ti~r bits by presently unscrambled

programming services is further
evidence that programmers recog·
nize the value and importance of
serving existing VCIl owners.

. It is very diff!cult to ¥e how
thIS .group can claim to represent

.the Interests of the satellite dealer
when they are making these base·
less claims of obsolescence. Such
claims will only serve to cause con
sum~r panic and dry up sales.
TheIr so-called report is irresponsi
ble and will do nothing: but cause
harm for the de~er and the entire
industry.

Satellite television offers the
best in terms of video and a4dio
quality and choice. Consumers who
own VCIl units today or who are
considering a purchase of a satel
lite system with a VCII unit need
not be concerned about obsoles·
~ence. Consumers should simply
Ignore all of the ranting and raving
'about system obsolescence. Stated
simply, there has never been a bet·
ter time to invest in home satellite
television.
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TNN to Icramble
lignaI In April 1990
T~N: The Nashville Network will begin

full-time scrambling of its satellite tele
. vision signal in the first quarter of 1990, it

has ~en announced by David Hall, vice
presIdent, general manager, TNN.

TNN will scramble its signal on March
,20, using General Instrument's Video

"'--'Ciphe~ II + encryption system. TNN
'-cable affiliates in the United States and

Canada will descramble by using a fixed
key address number, or standard code
available with the VideoCipher<a' II +. '

ACCOrding to Hall. "We believe scram
bling is important to safeguard TNN's
signal and to protecting the investments
cable operators have made in promoting
TNN."

VC .. Plu. Upd.a
LATE OCTOBER SAW THE DELIVERY

of the first new'VideoCipher /I Plus modules
shipped by GensrBJ InStrument. Modu/s
production wiI be R;reasing as part ofa

, tlree-month tnlnJfllCturing rlll'ffHJP to 100
percent production by the end of the yeW'.

SeverallRO tnlIIlUfacturers told OnSat
that the design is not at all lik!1 the
prototype models theywereshown by GI at
variou,s 'i~ges of tj1e,JJEiE'gnprocess. .TJJe
bofNI. #laB.~ojl t&,;.npt
one vlst'ch1J1, riiJ I!'s '. d bY'
~y. ~." '1' t'I' "

. .. Anatilaret:('blep ~e.4f'S tohave .'
. arisen sinpe. the Vp /I PIfls'signa/. have

been added. 'The dfuJl dflemetr)'-VC Hand
VC /I Plus-now'ooseWil'j}trBns~is

• . baing blamed fOIl tJifftclAsilf. with severalof
the pragrIIfifnwri'~ittiottproCiJSs.

. Can~'$ AnUc'lifiion told QnSat that they .
were,lH'able to.lIU~a.JJoards Q'l thair
three dU81-~~trx~~ders,.~t•.
When theyCliII;J;JioeCIiblcB endhadthem

. "M"the bOWs:~·~on. First'
Choice has asingle~trY signal. A
spokesman from Teles8t said that while
theycan't conclusivelyblame the VC /I Plus
U!MJetIY. the pro~emprnY'1IrOUat~r
they IIddH Che Pluup..
.. • ,\ . 'Wi 0 i4t ~:f·J""iii Jia,t AIiCSL

~------------- --------
TNN To Scramble Signal

THE NASHVILLE NETWORK (TNN1.
tlla country miJsic entert.ainment r.hannel:
will begm full-time scramblmg ofIts sdtelltte
t.elevislon signal on Mdrch 20. 1990. lISlflg
G/'s VldeoClphe,. II encryption system.
TNN cable affiliates in the United States
and Canada will descran IbIB by using 8 fIxed
key address rnJmber. or standard code,
aV8llabie with the VC II. BeQinninQ June 20. .
1990. the fiJced key address number will be
replseed by fully addressable key fJu~rs'
for BlJCh VC /I unit.

-~&._,,:_..:. ~;_ ... -._- .1 ................,..;h..,. ...--
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Business for profit
While the DBS center is operated on

a not-for-profit basis, the pay per view
authorization wil! be a business for prof
it, but not just now. "We are taking the
risk - a financial risk - in order to make
it happen," Rodriquez said.

They have formed a joint venture with

bled and descrambled at a private
cable (or cable) headend.

Private cable companies tend to
buy up to 15 or more VideoCiphers
for each headend. With some orivate

rates are cheapest. And with one call we
can get multiple buys reported.

"Let's say a consumer made only one
buy. Programmers would have to pay for
the bill, and cover a lot of fixed expense.
There is not a lot of margin.

"So when you are able to down-load
multiple buys - with just a reduced
transaction fee - then the economics of
the business really makes sense," she
added.

have been involved in piracy either
asking how they can come back, or
they are leaVing the business. The
technology improvements ... coming
along have finally turned
the ... scale and tipped it in our di
rection."

"If you figure we are a part of the
entertainment industry," he con
tinUed, "since the first kid (slipped) in
the back door of a movie theater, it·
(piracy) has been with us."

Speaking of the VideoCipher II
Plus, he explained that he would
never say that a piece of equipment -:;~
could not be compromised. "I think
there will be people who will be trying
to hack away at it forever," he said.

. "And I suspect some rocket scientist
as a hobby may someday find a way. I J
I don't think it will be widespread"//
Things are turning around."

The private cable industry is a big
user of commercial VideoCipher units
and an important customer of Gen
eral Instrument's VideoCipher divi
sion.

Where nn.,. \I;~ ......"";~I--- ...,,' ,

Private cable industry big user
of VideoCiphers

Can piracy be eliminated? Or at
least brought under control? A Gen
eral Instrument executive thinks so.

Mike Walker, vice president of
communications at General Instru
ment's San Diego, CA, facility, indi
cated recently that he felt the tide had
turned.

"It started turning around about
October or November (1988)," he
said. "Just solid evidence based on
authorizations, based on subscription
patterns, that people buying today
are using their units in a proper man
ner. The other trends we see are that
the law enforcement actions have
really kicked in. The major satellite
trade association (identified as
SBCA) has a full·time group to tackle
this."

Walker mentioned that in addition
to getting convictions, he is seeing
"significant (numbers) of dealers who

Instant order taking
"It provides instant ordering," Rod·

riquez said. "The customer simply
pushes a button and rents a movie. Be
cause it stores and forwards, the de
scrambler holds all the purchase infor
mation, then it is programmed to down
load that information to the VIDEOpal,
which is the modem.

"The VIDEOpal then uses the con
sumer's home telephone line. It's pro
grammed to report that information via
telephone in the middle of the night
when no one is using the phones and

purchase information and send it to the
programmer for billing."

The new method is described as
"store and forward", which interfaces
with most of the VideoCipher units now .
in use. . .......-._.__._-....-.--.. "'-.

.....

y per view not over looked
Not being overlooked is the pay-per

view capabilities and the "black out" by
zip code feature. The latter allows sports
programmers to omit consumers by zip
code on programs for which they do not
have the right to deliver to a partiCUlar
address.

In addition to the stability and clarity
of the new piece of equipment, it also
offers compact disc quality stereo, she
said.

Will not be obsolete
Field engineers are planning to spend .

several weeks going to each scrambling ~

system located throughout the country
and Canada to put in the new software
and upgrade the system at Gl's ex-
pense. The VC " equipment now owned
by customers will not become obsolete.
with the VC II Plus. v

"It's compatible," said Rodriquez.
"What VC II Plus does is (allow the sys
tem to) address up to 50 million homes.
It has more tiering, more packaging ca
pacity than the first one (VC II)."

~
_. -

VC II Plus s affordable'
V l¥;tus will be affordable with a

$129 consumer upgrade descrambler
beginning about April 1, next year.
Where a cable headend requires one
descrambler for each programming ser
vice, the consumer with his dish can de
scramble all the programming services
with one unit. Work is now underway for
development of a commercial VC II Plus
unit.

"The main reason for this (difference)
is that the cable headend has its own
network computer," she said, "whereas
the consumer descrambler is authorized
throu h the DBS center."

~~~\)~,~~~~~'-'--"'~~J~~ ,
~~~l,.-~~~~~J~.P'4\t>~~·r-~~Cb. ~

closely than when she joined the indus-

try two years ago. She estimated that Piracy situation improving says
programmers' annual revenue 'rom the G . ~
TVRO industry today is about 120 mil· enerallnstrument executIve
lion annually.

With this kind of revenue being pro
duced, beefing up security on the exist
ing encryption equipment has been a
top priority. GI feels that the Vid
eoCipher " Plus is the answer.

"The VideoCipher II Plus, which youJ
have probably heard about, is an en- .
hanced version of VideoCipher II," said !
Rodriquez. "We are rolling that out in
the 'all of '89."

Whor.a A __ ,,! J _ ••

lor each headend. With somA nriv~t.,.



"Rural
TV" NEWS.

-.

Some time back, the National
Rural Telecommunications Coopera
tive called "Piracy" a threat to

everyone. It said "whether or not
you are involved in Rural TV distri
bution, you should be dead-set
against illegal reception of video
signals by the so-called •• black
boxes" or pirate descramblers being
sold by mail or by local sources. The
reasons are simple and include: (1)
Rural Electrics and Rural Telephone
systems understand theft of service as
applies to electric and telephone
service. Signal theft is no different.
It eats at the financial base of any
service. (2.) If left unabated or un
challenged, it will flourish. If it
flourishes, programmers may choose
to abandon the TVRO (home dish)
market, citing loss of control and
revenue. (3.) If programmers leave
the veIl technology, they will use

Newsletter of Co-Mo Comm, Inc.

Tighter Security with a

Co-Mo Comm is preparing for the
change in videocipher technology that
will be coming some time next spring
or early summer. One finn, General
Instruments, holds the license to
manufacture, or allow manufacture,
of all decipher units for commercially
operated C-Band satellite program
ming. G.!. says it is on schedule with
its switch to the new "Plus" system.

This new "Plus" system involves
tighter security than previous technol
ogy, and the videocipher units of
today and yesterday will not decipher
the signals used in the new "Plus"
system. General Instruments gives
assurance that legal subscribers to
programming services who have
regular videocipher II units will be
taken care of, but units that are not
legal and have been altered to receive
subscription programs without a
subscription are a different story.

"

September 2" 1989_________________________________ ,1.'----
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other encryption technology to reach
their cable systems. A new system
would no-doubt be expensive and
more than likely not available every
where. (4.) The rural dish owner
would be hun again and the only
person benefitting would be the
bandits responsible for altering the
decoder and selling it"

Altering and selling those illegal
units is a federal crime. Having one
is a crime. The price for such an
altered unit has been high, so high
that it really has not made sense to
pay that much extra instead of pur
chasing a regular unit and then paying
for regular subscription; there just
was not a pay-back for the consumer.
And if you think crime doesn't pay,
you're right. Wait until the screen
goes blank...

. .;' ':',... .- .. : . .":'.,.. .

Hf'O Changes
Channels

In order to make way for its new
comedy program, HBO has moved
the HBO West feed from GIl to
F3 13. HBO East and Cinemax
will remian in their current channel
slots. The Comedy Channel will
move into the GIl slot, although
there is no word on a date of debute
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• MOVEINTO
THE FUTURE•••

Time waits for no OR ~OU'RE ESR1424. All the pra-
one. A.s satellite te~hnol- granuning is done with
ogy changes, so will your the UHF remote Control,
consumers' buying habits. If HISTOR~ from the comfort of a chair
you're not careful, time will .. I. ... and from any room in
march on ... right past you. • the house. .

That's why you need to carry Drake's Plus there are other futuristic features.
new ESR1424 IRD. It has so Like full-color on-screen menu displays,

. many progressive features, parental lock-out, and extensive satellite
: like the new VideoCipher- II microprocessor memory.
. Plus Decoder. It's a descram- The ESR1424 even gives you the

bIer so advanced, it can even capability of pre-programming up to eight
bring in satellite channels events for unattended VCR recording.
from the future. With features like these, Drake will take

New programming will you into the future. So look into the Series 2
soon appear in the ente Plus today. They • 2
ment universe. Without make other receivers SerIes PLUS
an upgrade, older satellite look like ancient DRAKE
receivers may not be able artifacts.
to pick these shows up. The
ESR1424 can.

And it's the friendliest receiver ever. Jtt.
There are no programming controls on the' ,

, . ".
I '
,~



Karen JP Howes

specific marketing efforts were provide the satellite technology

ISend Comments, and Releases to: I not available by deadline. More and Installations. HNS Installation
novt tlrno ,...,,,,",,,,,or D"n ~nnor t,,',f 'n"',for
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vol 2, no 11
Market Research and Analysis on the Satellite Industry

Dear Client,
Several new deals and networks on the drawIng board. Turner plans to launch a separate

satellite feed for distributing programs Into latin America and the Caribbean., p. t.
Also Hughes Network Systems will rollout largest private VSAT network In the world for

parent company. General Motors, p. t.
From the Consumer Electronics Show, home satellite was tied to home theater In an effort to

Increase hlghend sales market. Toshiba, Uniden, Panasonlc, General Instrument, and Drake showed
product at show, p.2.

SaCA saId dlrect-ta-home entertlanment was no longer characterised by one de facto
scrambling standard, p.4.

VSAT Industry Is In an Interesting state. Consolidation Is forthcoming. Already. two Integrators
have backed out of business. p.6.

June 7,1990

1:1"'--' .. _ .. _ .... J,.. ..... ,.. •

SBCA Says No More
de Facto Industry
Decoder Standard

Following recent an-
nouncement by K Prime to use •
BMAC Instead of vldeoclpher to
encrypt 10 channel subscription
service on Kt, the SBCA has
taken the position that there Is no
longer a de facto Industry stand
l'lrrl
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THANSI'ONUEH ANTI-I'WAC\'
IIOTLINE

1-800-992-3488

vell I)lusUpgralle
1)I:OgI11111 Delayed

Gl announced recently n one
month delay in the VCII Plus up
grade program.

They had hoped 10 hegin the
upgrade program OIll\prii 2. Ilow
ever, due to higher-than-expected
demand throughout the mmket
place for veil Ph,s modules, the
VideoCipher Division has beell
forced to delay an inventory build
up, which would have been neces
sary to support a full-fledged up
grode program in April.

They anlicipole the veil Plus
upglflde "lOglOIll will begin Oil

Mny 1.

GI' 'COrIJ.'~ VideoCilJller Divisioll'S
ACM I'lays I(ey I~ole III Illtrouucliull
Of ll.itisll lIollle Satellite rIV

Snn Viego, CA - General In- Development of the Emo-
strul11ent Corp.'s VideoCipher Di- cypher system followed BSB's May
vision today Bnnounced its Access .1988 selection of the VideoCipher
Control Module (ACM) is now be- Division. Medress said the Division
'ing installed into home satellite TV r was selected to develop a security
;receivers for' British Satellite -technology 'beca'use of the COI11-

Broadcasting (OSB), Ltd., in antici- pany's extens'ivebackground in
pation of BSB's loullch this spring home..s_8tellite TV, encryption sys-
of l~ol11e ~atellite TV service in the~e.!liS;"'8~rierOI". nStr~lent Corp.
UllIted KlIlgdol11. '_ leveloped end man"Uiu~t}.tures the
, _The ,ACM circuit board, 'VideoCil'her@ II scram ling tech-

slightly larger than a credit card, nology, the North A lerican en-
will be integrated into home satel- tLYc-tien de·factif'itRndard u..§.cl.bx
lite TV consumer receivers made ""'major programmers for the U.S.
by BSB's licensed manufacturers. home satellite market.
More than R half-million ACMs
nre expected to be built and deliv
ered this year, according to Dr.
Mark Medress, Division vice presi
dent of new business development.

The ACM, R key part of the
VideoCipher Division's
Eurocypher@ security system, is
designed to protect pay-TV televi
sion programming by controlling
the access to the encryption and
descntmbling of nSB's home satel
lite TV programming. ACM nHlllll
facturing, which began in January,
is expected this month to reach
full-volume production levels of
obout 3,000 units per day, reported
the company.

"We're IHlppy to be part or the
growth ami uevelopment or the
home satellite TV industry in the
United Kingdom," said Dr.
Medress. "OUf efforts will help the
British TV viewer have an e'ven
wider choice of broadcast enter
tainment.".r-----.---I111",...',.,..'!"IlIJ__...... ••:..'utlWaa..."(IIII••x"A
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Video KIngdom
Orllnd ".IlInd, NE

'. '

Dear Edlton' gelling togellier imd changing Iheir line
voltnge, forcing everyone 10 buy new elee-

.1be undersigned sAtellite dealers are trlcalappliances, .
concerned about what Is hllPpening In the ,Customers And denIers olso leel that
IInlelllte Industry on upgrndlng decoders programming prices fOr snleJlile dish OWil-

end the unfair pricing of programming. en nre out of line And unfnlr. They should
We hnve lIold our cllstomers satellite pAy whot the Cable COllIpanies pny for ..

lIystems which have decodeu. Oeneralln~ progrnnnnlng, maybe less, AS dish owners
IIlrument Is now "updnting" this decoder do not Intend to make money; We bolh
module And charging , the customers own find maintain equipment so why the
S129.00 exchange plus $J5.00 freight. 'Illis discrimination?
"upgrnde" lIounds like nn extra fenture; . Everyone forgets thaI it was the tn:<-
however, II will do exnctly whol the C~I!I. I'nyersllloney thnt wnlllll'C'JlI for Jcscfllch
lomers present decoder does. The bottom and development of these ll!\telliles.
lIne Is thAI General lnstruinents Is render- Where Is Ihelr payback?
irtg our cllstomersequlpment obsolete And l11e SAtellite Industry Is n young in-
forcing them 10 buy new. The exchange duslry, but It ",ill be short lived if !lOllle·
module b Also rebuilt And Bold again for thing !:In't done nbout thclle mO!lOpolicll
more profit. Wltnt a busflle9ll to be filtH lIoon.
We feel thlll Is like our power companies Cordially,

~.(0-~~/1/:t ~~~4·i 'I~,~~
Edwllrd' Audio & Slllell"e Flod~lllel~~"'" . ',S.,If,rt SIlI,II".,
Orllnd I,Iand, NE Or.nd I.lend, NE ,'-. ,.Or.nd t.Illnd, NE '

\
\

. .. ~

I.

to I>

"youcl,' ,','';;
dealc.s, b. •. r~( ,;'

the heU out" ').
honest denler~

, ljon't be rlth.
ers) have n hard en"
vlve In thill busine~,

ridiculed And Insulted by \
of you nre contemplating.
view Is that these 'HICkerll be ,
froln this Industry and "revente,
portic1/mling 'n any rC!lpecl.
Thnnk yOll

LllJl Y1.. EII1<1ee
Earth Stations Salellite TV

Send Your Letters to
lhe Editor to:
Editor
The Tnmsl'0nder
1'0 lJOll IGO
Snlallm ", NY 14779

'J
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< ;
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videos that are out of stock and you don't even F~>' an SSN package or set up an account for a fee.
~.\ ~:::;-t,,~~~have to fuss with returning a video once 1'--\';.'10.', ~~:::;; You can do this through a special-order entry

you're done. Pay-per-view can be as easy as {: $\~~~, operator who will set up your account and place
picking up the phone, or as elementary as \::;~~~~ your movie order for the evening. You jm;t turn
pushing a button. ,I~;;"-::.~~S:':~ your dish to the proper satellite and tran-

The process is simple. First, check out . .~' .~::;--~_ sponder and enjoy the show.
Satellite ORBIT for the date and time of the Cheek out Other services, such as Viewer's Choice,
event you'd like to watch. Listings for pay-per-· Cable Video Store and Drive-In Cinema, are
view services are marked in the guide with a Satellite available through impulse pay-per-view, via
"PPV" designation next to each program. . ORBITfor Generallnstrument's Videopal. (In order to use
PPV movies are listed separately at the end of the event . the Videopal, you must have an IRD or a stand-
the movies section. ,y'0.'.u'.clllk.e alone VideoCipher Ill. ' _. '.

Showtime Satellite Networks (SSN) is the - - Shor£IyOeTOre t~e event, check ORBITs
only service which takes :call-in pay-per-view . fa wate/J. listings and move your dish to the correct satel- ,

C,_";

orders. Dish owners either need to subscribe to lite and transponder.' Your screen will show a
". ,! '.; \ '

.. -----'\,---_~__.,'-----------

all Righ\
800-767-
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buster yet, Gibson returns -, or three years, and they
. -----61'- " 'ment ·~~etough, const::tntlyhickerover

::..----r--d'!'-e~o"~lpfieraescram Ing equip. *. - -' _. .. .
At the residence of Jerry Caufield. of Ret
Surry, ND" agents confiscated more • Free
than 100 computer chips used to * Free
illegally modify de~ffamblers; foor ------....'.
illegally mo~.di:les'fambler5.ao_ "" _.....
in!t9rilt~a receiver/descrambler and a

~R. /
• General Instrument has. pn NNEL

announced a one-month delay In the L.

VC II Plus consumer upgrade program for spous
It had hoped to begin the upgrade t
program on April 2. However, due to Aer space
higher-than-expected demand Se arate fun
throughout the marketplace for VC II citing shO\ I
Plus modules, the VideoCipher • •
Division has been forced to delay an ake It a v,
inventory build-up. which would have
been necessary to support a full
fledged upgrade program in April It
anticipated the VC II Plus upgrade
program would begin on Ma .

Please-t to page 45
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gram the Division. said it is imple<: ment is committed to protect'
menting in 1991. Another phase of-.Jhe honest consumer's iirterests-=
the comprehensive program is the and is backing the commitment
Division's 25% increase in its con-- with a freeupgrade~ -~

tribution to the ~nti-Piracy T~sk < Meltzer declined to identify
Force of the S~tel~lte Broadc~st~ng the programmers engagwed in dis
and CommunIcations AssociatIOn cussions with the Division about
announced this week. the upgrade prorgram.

"We believe we have devel- V'd C' h II PI t h 1
oped a program which, when im- I e? I~ er u~ ec no-
plemented with select program- ogy was fIrst mtr~duced 10 19~9 as
mers, protects honest TVRO con- a.second-gener~t1on of the Vldeo
sumers and provides a further CIpher II technology ~ow used by
boost to the home satellite TV in- more than 50 subscnptlon and pay
dustry,1I said Michael Meltzer, Di- per-view p~ogratn services in
vision Vice President of Sales and North Amenca.
Marketing. The VideoCipher II and II Plus

"This is the first upgrade pro- descrambler module is now inte
gram of this kind and represents grated into TYRO systems manu
our commitment to the honest factured by General Instrument
TVRO consumer. General Instru- and 21 other companies.
-

-.f """" n/_ ._\
• Uniden P5-700 XL IRD

. From RS&I and, Programmers Clearing House

~ ONLY $849

Legitimate Consumer Upgrade to ~.

VideoCiphep IT Plus Systems '!<~
San Diego,CA - General Instru
ment Corporation VideoCipher
Division announced that it has en
tered into discussions with several
large satellite TV programmers on
a program to upgrade their current
subscribers to the new, higher-se
curity VideoCipher® II Plus tech
nology.

The company said the pro
gram would protect legitimate con
sumers and would be the initial
step toward the eventual program
mer-directed shutdown of the first
generation VideoCipher® II trans
mission of subscription program
ming to the home satellite TV mar
ket.

The unpgrade and VideoCi
pher II shutdown program is part
of a new multifaceted security pro-

PAGE 8 JANUARY 1991 LAS VEGAS

Turner Broadcasting Sales, .
Inc. has announced the formation
of its Business Development
Group. This move will bring to
gether many of TBSI's top execu
tives in an effort to renew, consoli
date and maintain TBSl's ever
growing ad sales.

The Business Development
Group was formed with the goal of
enhancing the overall value of all
Turner Broadcasting System, Inc.
properties in the eyes of the adver
tising community; getting large or
ders as an aggregate; and incorpo
rating all aspects of the company,
such as licensing and merchandis
ing, home video, etc. The Business
Development Group will attempt
to take a pre-emptive role in selling
all four Turner networks (CCN,
HLN, TBS. THT) to high-level, de
cision-maki~g advertisers, while
also exploring new and favorable
advertising opportunities.

"The complexities of the me
dia industry, coupled with the so
phistication of today's consumer,
mandates that Turner Broadcast
ing send its best representatives to
America's corporations to learn
how to help them reach their cus-

--- ".__ :...1 L.1.~ D .....hp,." Prp<:.i_

TBSl Announces,
the Business

Development Gn>up
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But by mandAtlnS- tuetr •
kfM'lbllna stindald Inte",,"
bnd It. use, the- aovemm8nt
WOUld:
~ect ~ Inv6antnt In
~OSY ~ Cil and oth~
fiaIn tm Vld5Slrudcs of Indus
trY poUtics and Ihgrt-t~rm

dtds!on l'fI'Wns. t=Jrms 5Udl Ai
0_ could use e I~ put
of 'J\c mQnc::~ they would
tpenct deanlng up~rnar~e1
pl.c.. on (lc::ve1oplns new
ted1noloxk:s.
~t programmers and •
~ holda) rmm h.wins
their ptgpetty stolel1 and hn
having to spend mlf~ I~
c:redlblJity, .nd d~rupt thf!
market whne a new &C.tamJ
blInssyst~ l5~t~.

-Protect. mo~ thAn l\n~
thin. else. the c.onll,1rn,,',
Investment In a HteUlte 'IV
N1ceptlon li)'Stern. A sm~U.

MxpeNfve wa~loneUnIt
with tit SEf' c.wtd be buRt rof
etlJtlns d1sh 0\Nnm, altho"Jh
~ WSU opt to Wy.~dver
wtih enstr~ tht!Y art CDft-
Ylneed tM:f w1J1 not hive tg
fnv~.t III An ciltpenJlve
tteC04cr every few yet\,s.
MoweoYer. COft$umtB would
"" ~(ted from. one pro-
arlmhJlJJ or ImOyptlctt ¥endor
contro1"ftlSCrarnbllng 1tdl-
ndoav.

AI. A 1tSUIt. cnc~t
\IliIOufcl !O & tons YJl\Y an ~p
Ina the Nteliltc TV 1r.dultcy
become11tronl~Jn
the ddIvefy of t$vlU«t~
1J'.vM\I11,l- to tt«: 'home. And
ht, tit trNdllSl1\)'thlniat
~'d ptOtec.t tht Am.rlan
public ftom h&~n8 Clnty ft"e
c:.1KIkc: (C'abIe) tK pfOgrNfUTllng
ID the 215t century.•

..
annuaf man 'Ubsc:tlp11On prk"
dmr to S30 110m $ZO. tJes!'.
nInI~5qlten\lJft:

THS .110 .nnounced ltrri
AJld ShIrley tiRnl. ownerl af
MIcra blsta. In San Antonio.
ttkC'.,. hl.ve won a four~)'

~ 0\Ibe. The enby WlL\
sel~tld r,ofrt tho,e Jenl IPI
betweenfebNaIy and~ •
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John Malone on the VideoCipher, OBS, and Sky Cable
and maybe if S.A. comes ll1> with a
solurion maybe GI wm be stimulated
to come up with asuperior sDlutian.

Q: Who would pay for all the ~ad
end decoder'S under1I1at scenario?

Malont: I tflink the cable opera
torswoold.

0: You think Dther than ""e "Tel's
and ATC's, ttle other o"eratoB wou
90 al~Il-O-.with that1... _ -'.

Malon~:l don't know if they'd

Q: Has any progress been made
on ttlat?

Maloms: I have no Idea. You llave
to clMlck witll SA. (S.A. President)
BiB Jonnson cams tD my offIce and

id What are you tl1inldng?' I said
'Well. IgotbJ tell you, BiI1, in all rtkeli
hood you would ;U$I be a stallOlUJ
horse for GI. Because I canlimagine
GI wou'd surrender thIS business,
see? But on the other hand, you'd be
doing this mdflStrya4Jreat big ftvor if
you start tbe bidding. So you have
my blessing, 4JO, see if you can solve
the prob'em.' It's a bi4J problem.
Gore, he"l be bananas if we don't
come up with somelfting ltlat doesn't
cost It1e 'egirimale customer nothing.
And this is areal problem. This has to
do willl integrity from the b!!CJinning
to the end.

CON"1fM1lD OfII1'ACE 1J

mers, tl1pJlJegal satemta customers..
ought to pay a cost burden in !he'
replacement device. I mean, jf it [VC
It PIus} really \IIor1(s, then the incre
mental revenue that will be ereated
for the programmers and U'le pack-
agers ougtrt fo fund {it), and «thlnt< it
ought to be financed by whichever
equipment suppliers. That woollf be
my feeling.

Q: If you gUVS aren't so anti-Gl
these days, why did programmers
say that SA. was acting at rel's sug
lJestion In aslclng the HBOs and the
ESPNs to dump the VideoC!pher for
B·MAC1 .

Malone: If you were SA, aBd you
were lookina to pitct1 81l Idea or con
cept. whal would you say? , mean,
you're aoinq to go in wlU, tne
stronaest cards you got. I thirtk the

J.-.fadz...are tllat..S.A- came in and said
'You 4ctlDiii," if we put together a solu
tion to the scrambliilO issue, where
would you 4JUlJS be?' and we ~id

'e'd be delighted. Soo1ebody needs
to break this 1000jam, get the first
"ic\(le eM cf the jar.' And 1I1erefurewe
would support a scheme that would
do what I jtJst said, Which would oost
theconsumer nothing, the legitimate
receivino consumer, which would be
compatible forWard and bacftward.
Obviously we'd much prefer GI to
come up~ that solution. Bur Vt'U
gol to start the process somewhere ,

0: Tl1e common perception in the
industry is that they are going to
swap out atl the VC Its at some point.

Malone: Yes. at a cOlJple of hun
dred bucks a pop to ttle consumer.
Which 5eJlator 1"') Gore (O-Tenn.] is
going 10 go off like a ballistic missile.
You C3rr tieaflJtIr~iiDines-roarlng
dawn in Tennessee rigtrt now. No. I
tll/nk we've got to have a plan tMt
does not cost the flome Sl'temle
owner a continental peltny if he's a
tl!9il1mate customer. We've got to
take care of him and give him a
replacement descrambler conve
niently and with no cost to I1im.

Tel PresIM"rJohn MaI~

0: Who soould pay for that?
Malo.,e: We all ought to pay for

that. TM packagers, the pmOTam-

think thaf's the reason wtJy that group
decided to go ta a. different~ach.

Q: Was that as moc,", an 3nti·GI
decision as it was a pro-SA [Scien
tific-Atlanta Inc.] decision?

Malone: No, I don't t"'nk tha! at
an. ,!hink for ooe thing. the last time
that , was involved in a detision 00
security. I went with MIA-Com
aoalnsf both 61 and SA, and not un
any areal technical grounds, but just
we had to get on wilh it. And then 61
bought MlA-Com and they've been
ttle beneficiary, in effect., of that deti
s;on. And taPr is fair. I'd say unless
there was acompelling reason to stay
'11th GI, it 5eemed to me logical to
give the next shot at Ittls kind of I
deal to SA TlIafs ftle way I would do
ali my pllfChasing. , like to see a c0u
ple of healthy sutJllfiers.

0: How W01Jfd}'Oll be doing Itlings
differently wltn the VIcIeoCipner than
GI is rigtlt now?

Malone: If Iwas runnIng G1, IjkeJ.
,!Lsed to, I probably wouid haVe been
mue" more agg~ive at comln9 up
with a. plall uniting the programm~
and tlte 1JI3Ckagers and my own fllW!n:
cial capacity for a.dlaDoe-QuLof
Aisting VC lis that would fix the
damn problern-lnsteM o11h4s kind

. of awltward ""proach that they've
got, whichJs..really...nol~inQ tn fi!...
mumb~mJrun)tboQy)J~~~

WASHINGTON-As presiMrltand
chief em:utive officer of Tete-Cam
munications Inc., JaM Malone
wields enormous power i" both tf¥
cabf8 and satellite re'evision indus
tries.

fJuring a recenf trip here. M31ofll!
talked with Satellite Business News
atout a vMs range oftopics, indrJd
ing the VitJeoCfpher $CfilJ7Ibling sys
tem, access to programming, and
the Mure ofhigh-powemJ DBS and
other tedmologies. 1MtoJrow;l1f/ '5 a
pal1ia1 tml$criptofthatCMVtNSation,

Question: What's going on witl1
you lJUYS and General Instrument
1tlese days? There doeSl't"t seem to
be a reid close relationshIp.

Malene: r think. fJy and large,
they',e sill our biggest vendor and
we buy a lot of stuff from them. rd
say we're less than enthuslasuc.
about ifieapproaches mey ve eooIe
up w1ffi-li:SDtte tttM'C II secuiI'lV

-1.j)roblttm. That hasn'Uelped. It CI!\'- I
tainly diCfn't stand in good stead on
the 5election on KPrime security. Buf
othefwist I ~on't tROW. T"tm~ has
been no big breach in anylhino. You
know they have got an enormous
investment in VideoCipher II and
since the \hem)' on K"rime Partnm
is that 1he partners will own the
receivers, we ~st ccmtafford to have
our security system !Jreacned. That
lust becomes abSCllubPly critical and I

r-
~----- - - - -- -- - - ._---- - -- - -------
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me It function of how secure they m ous soJutions. One would certainly
and It may be that SA's approach beJiM 1I1at GI Is in a tMrtter position
1MJI tum out, because it's more tom- to oome up with a solution than SA

COlITBfVIlJ nttMrJlAGr 'J' plex. to 00 more S8CUf8. rdon't know. because It's ttlelr equlpment eut my
Our V;1IW of tf1e worM is we want W" thinIt also that wr.at SA's view Is that these VIJYS OU~ht to be

!hose c.band customers to be r.appy proposing has other attributes to It brainstorming and dofna the best
and misfied and to have full access Ihat expand trle capacity of trle they can to come up with a good
to aJl.the programming 6eause, l'fi receivef facility. And we',., sure GI sohltkm and so tar G~ s:ohdiOa.m,
our VIeW', it d.oes not compete wfth can do the same thing. the industry is not QOOO:..LlTM!an ii's
~able muc~. JrCa5 '. Q' H ? lUSt,.I,t"i[tkL~~mltl5tei9iitfcalry:-
reany De dOIng a lousy JOb beforeort! • ow so ' - ..
of his clJSltlmers will disconnect, go Malone: As '. understand It, It 0: You said you thoughl C-bartd
f»uland pay $1,000, Sl,SOO btIcIts for makes pay-per-VJew more Immedl- offered you raccess t01 anotrterseven
a receiver, and go throuoh all the ately usable, and It t1as ltIe potential to 10 mllPion homes. Aren't tttose
trooble. But In e areas a ca e for a. teJephone Interface for security really the homes ltJat the SJ(y Cables
doesn't reach, Itlfsexparlds1hedistrl- modification. for periodic changing of aad K Primes are IJ(lina to be goIng
butlon of the proorammtno thaI the codes. But I know that the way aftltr1
Wit'''' all paylna for, by what, 81aM you get I oood solutIon, as the cus- ,J!.O,.:....Y!lj~ce..P~bancllll a
10 million homes potenttanrnvi tomer, 10 get a blddlna OllI'1test going more complete servfCe "pro!RmTY'
'hiVelo sol\ie the bteeEler -prbbJem. and Oef ~o or t~relt vendo~s out will be it more complete se~lce fora
The~strateoiclssueofhowto there brainstorming and trying to very lorM] time frame. So, I think e-
we lakethis in-place alCh;tecture that come up with a good s~utto.[!. ~l! !land will have a very real market in
wewgot-with, What, 600,000 pay- ..s=~~~~ the more upscale-the plKtple"who
ing customers-and fix tt in a W3Y ~. ess t . 10Cf: want more video. I think C-bamJ can
that doesn11nCOl'lvenienee ordisrupt fiJLiL r more ,Ilegal descram~ers ~ootin1Je to expand and do a good
the legitimate paying customers? I tbeY ~e.lUbe.more. mo~ theyma~ lob. And ttlers'll be some people that
mean, If wego cllange security mettl- And I mnot accuSingtem Of delloor- win want the K Pr.me or ttle Sky
odHrf.-way-mat1flosepeop \Ie. t bm I ffiJn~lfiaf'Siear- [Gable) padca!Jl!, and there mlgMend
to cough up aoorhef couple hundred --!tI and. only th~ mp!! us 0 e up essentially betng more J)rogt'am-
bucks,ltJe saJes of C.band receivers .aJrematiYe Is gOI~lJ to mave th~m to ming options in the "orne system.
Is going togo through 1I1e flooraoaln be more aggressrve aoout findlnlJa. • .
and we don't want ta see ltJat hap Uood soilltion to theprobfem. Q. Whatabouttl1e idea ~at, begin-

ning "ext year, G.E. Amencom and
pen. Q: IsSAyour NBC Cable this time Hughes are gOtlllJ to start launching

0: Bilt isn' it goin" to happen In around or would yOIl really fike to see 16-watt C-band sa!ellites and that
two or tflrM years aoain anyhow: "thllm CClCM"" wnh ascludon? would brinG In ltJe possiblilty of 2- to
wt)en dfgital systems come on line? '.M.lone: , would lava to sell them 4~foot C-band dishes. 00 you view
Aren't these all 4nlenm techooiogies come ~with asolution, and rwoold that as abig tllmat to cabJe?
"gM now? lOY! to see mcome up witPi asolu- Malone:No.

Malone: I don'tknow. II seems to tion, and I wou'd .Jove to see the O. •
industry have a choree between varj- .Wfry IS that?

lone: Wen, for one thing, rm
not Sllre satelljte Is a big threat to
cable period, dependIng on lI1e chan
nel capaCity of It. You're~~t

!m9 rglyerer'!y set generally,
which Is a..!!!O dl~oe-:Tififnk

primary apptlcatlOfJ, once again,
Is going to be in the non-eable areas.
There will be some people, as I say,
who for one reason oranotherwould
like to have It in addition to cable orfn
place of cable. Soon the margin there
roay be a little competttioo Uke fl1ere
Is now with C-OOnd. &It I donl see if,
as I see the benefits probably out·
weigl) the dIsadvantages. To the
deoree tfJat cabte proorammlno, 1I1at
18[1 Turner's CNN oats to 75 million
homes as opposea to 55 millJOfI
homes, cable and Tomer wi"~more
!>ettef off ttJan cable will be hurt by
that portion of the marketplace that
chooses an alternative distnllution
mettlod.

Q: It looles like the F1!dera1 Com
munications Commission is going to
take up an inquiry on two degree or
tim! degree satellitlt spac;ng. Is Tel
l1OirJ9 to have aposnion 00 th3t1

Malone: , think 1he industry wooIlI
be happY' with tbree degrees.

Q: If 085 is not that big atttmat to
cable ttJen why am yoo and NBC and
Rupert Munfoc" InvoI\I'8d In tlMs fltlls
pcllllcal warvoIng orr abollt 3CC§S to
your programming for Sky Gable?

Malonr. I thin« fair is fair. For two
of our biggest competitors-NBC
and Fox {Television" who are broad-

casters and have eurrent!y a maI\et
stIare cambeRed at R;t twice as big
as the cable programminG markl!1
share-to come in • say 'GiYe us
your progr.tmmino by federal man
date at prices equtvalent to the
c1Teapest prfcesa~ pays in the
business, when we'\le nc Investment
10 it and we won't or <100, have Ie
Oive you or programming-what's
ours is ours and what's yours is
oul'S,'l think that's bull. And tl'lat's
why we're fighting abell! it There isa
point at wnich the deal, the eco
nomics, get so unfair that It ooes
becDme a threat to cur business and
Ute ability of oor blJSil1l!ss 10 grow.

Q: So if Sky cable has access to
HBO, Showtlme, et a' at federally
mandated prices, it woold become a
real threat to too car-Ie industry?

Malolte: I trtlnk yes. I think it
would be a real threat to UJe cabte
induS!ry in the sense tllat they would
h~ noneof the infraslnJeture costs
that we've tIac1 to build up over the
years. None of these ;lIvestmenl
Sure. And it wooId afso be a lhrnat in
tfM! sense that rltlinJc all price of pro
gramming would rise, as the pro
grammers used it as a levemge tool.

0:So Is it fair to sayff1;rt the cabf.e
Industty is not voino to cut a deal on
lCapitol) HfPl1I1at Includes mandatofY
access for KlH)anci DBS operators?

Malone: ,can't speak for wPiat the
callie industry is going to do. From
my j)erSpeetive, 'think I would fight it
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1974 (ended Feb. 281 but its mtlange .
of radio and TV components, semicon
ductors and cable TV equipment Sput
tered out, and by fisw 1976 General
lnsuument's sales were off 11%, iu
eaminp a good 48%.

Frank G. Hickey, who took over u
chief executive in November of 1974,
oriented the company's semiconduc
tor operadonl toward the hotshot vid
eogame busineaa. At the same time,
Cenerallnauument'. cable television
equipment 1ine.-inc1udin& set-top
cable television converten, cable .y.
tems and the like-c:asbed in on the
erpa.ndin3 cable television boom. Be
tween the 1979 and 1983 fiscal yean
the company's earnings shot up
100%, to S102 million, on a 77% pin
in salet (to $974 millionl. Ita once
doggy common went hom 13~ in
1978 to a 66% 1983 high.

But the boom didn't lut, and Hick
ey rode the roller coaster back down
again. Between 1983 and 1986 (apin
fiscal yeus) General wtJUment',
sales fell 18.5%, to $794 million, and
carrled the company S47 million into
the red. The .tock plunged hom ita
high of 66V. to 11v•.

The Videogame business went u
quickly u it came, while the cable
television business .WJed as the ca
ble companies, rather than expanding
their markets, turned to restructuring
into uble giants like Tete-Communi
cationa, loc., American Television a.
Communications and Comcast. Thus
ended the second growth wave.

Hickey moved quicltly to rebuild
the company. He scrapped a bodge
podge of unrelated electronic buai
nestea and began acquiring othen for
the future. Along the way he wasttd
some $29 million on a scheme to set
up a utellite pay television system
that never found ita muket. But he
bit the jaclcpot with the 1986 acquisi
tion of MIA-Com'. coaxial cable and
video saambling and decodi.n& equip
ment businesses.

The ti.minl was perfect. & pay TV
broadcutets bepn acramblin& their
signals to bome satellite dishes, de
coders were .uddenly bot. General In
.trument had the best decOders in the
business and I near monoP91y, to
bOOt. Betta ,tin, with die indu.tJy
shakeout It an end, the cable televi
sion companies had begun expandin&
their system. again.

Wave three. Earnings were up 166%
in fiscal 1988, another 29% in H.ul
1989, for the biUeat if not the belt
year in the company'. history. lu
.tock price calDC back, too-from a
1985 low of 11\'. to a recent JUP 01
37~ OIl a .pate of takeover rumon.

At the same time, howev_ r...-.--

Instrument Corp. is your prototypical
sbottwave growth company. Three
times now in the'put 10 years it b.u
latched on to new technologies, only
to see each of them peter out in fairly
sbort order.

.Its first wave of growth carried it to
a record $416 million in sales in fiscal

IImv Alon w..-

The company that
can't keep up

the pace

em..I (n$II'I.InWrII's IteaM HIdttty.......................-. ...

•

THEal A.I.I LONCWAVE and short
wave growth companies, just as

there are 10np'ave and shon
wave businesa cycles. IBM and Hew
lett-Pac:lwd are longwave growth
companies. New York-based General

It surges and sputters, surges and sputters.
General Instrnment has technological tal
ent but managerial deficiencies.
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alln.trument waa demonstrating the
diliiculty of re~ momentum
on<,.e 'Ollt. Hickey tried hard to recover
r" ~ ..1 '~!:t7.'V~~n~'~ atrophied posi-
t;'),., ;~ the booming stAte lottery busi·
ness (FoJ.B£s, Mar 6). Building on the
lkills it had developed in its AmTote
pari·mutuel borse betting business,
General Instrument had pioneered
computerized lottery systems in the
late Seventies, and then in the mid
Eighties lost at )e.st five rebids to
competitors like Bally and Gtech
(FORBES, Jan. 23). Hickey decided to
try to buy his way back into the mar·
~et, and, primarily through bidding
low, won contracts in Israel, Quebec,
Missouri and Connecticut.

That asswed General Instrument
fourth place in the business. But the
price was high. 10 Missouri it underes·
timated the sales Missouri's restric
tive lottery regulation made possible,
and lost its shirt. In Connecticut a
leries of computer glitches shut down
part of the system for a considerable
time and on one occasion even per·
mitted winning tickets to be sold after
the winning numbers had already
been announced.

Donaldson, Lufkin & Jenrette ana·
lyst Eric Buck calculates that General
Instrument lost over $31 million in
its lottery operations in fiscal 1988,
another $16 million or so in fiscal
1989, and the division mayor may not
make it back into the black this year.
But General Instrument's credibilit,
his teitiiiil3 beeD damaged, and Buc
hiS expecte RicJieyto cut his losses
and cash out, something Hickey 10 far
bas not m.an.qed to do.

Meanwhile, delD.Uld for General In
Ittument'. detOaeii=-perhips IS% 01
oper.tlDl prOht...-.eema to have
~§ out. Scientific AUirit.t, the m-

ustr}' s number two producer, has
been cutting into its cable equi ment
busine38, es ciall in the . erDWteed. eau e aet.~ conv .ent CI hid mononlizfor years.

In Ill, lJWy.t Buc us tcilea back
hi. eaminp estimates for the year
&om S3 to $1.80.

Not lurpriSi.ngJy, some people have
come to the conc)uslon that General
Iostrument could do better with a
change in mADa8ement. Here is •
company that again and again surges,
ooJy to Iputter out. few years later.
A. if to forestall a takeover, the com
pany in June announced a Dutch auc
tion to buy in 20% of its outstanding
tbarel. The move may reduce the
tlwel that are lVai1.ble to a takeover
artist but it won't do much to cure
the persistent m ...nl...~ri.1 nrnhl.........

ARRIVING MOGULS
TYPICALLY SAY,
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VOLUME 1, NUMBER 4

VIDEOCIPHER II-PLUS TO
PROTECT DEALERS,

DEALERS'CUSTOMERS

EDtTOR'S NOTf.: This is the se=ond in
a series of Jrysi;)" TyRO 0 {. A articles I
regarding the ;""troOuctlon Df an i
enhanced VloeoCJphe~ II-Plus
descrambler for consumers

a. Will my man~lacturerhave access
to VldeoClpher Jl·Plus to Integrate
Into IRDs 0: will he have to make
the decision on whether to sign a
new Ilcenslil; a;reemen: with
General Instrument?

FEBRUARY 19891

The Vtl.SD program is designed to 2.S

sisi the entire salellite TV industry with
quick turnaround repairs on VideoCi
pher II equipped salellite TV systems.
Once approved, dealers can purchase

(continued P8$?& S)

men! wilh Channe: Master wi!! allow
VtJ.SD pr0Qram participants te expa:ld
their f,eie service capa~mlies to include
rep:acement of rrodulesonginally manu
fa:tured by Channel Master.

Under the new agreement, General
Instrumern MDdules wi!! be ex:hanged
with General Instrument Modules, and
Channel Master Modules with Channel
Master Modules. Warranty and charges
from General Instrument for both prod
ucts win be identi:al.

200 VMSD DEALERS NOW IN PLACE, PROGRAM TO
EXPAND WITH CHANNEL MASTER AGREEMENT

While the original VMSD program in·
eluded only repairs to General Instru
ment manufac1ured VideoCipher II
Modules, this new cooperative agree-

Since the prograrr: was announced in
September' 9SE, neany 20C dealers
representing rT'C's, sa1ellile receiver
manulacturers have baer. re;;:s:erec as
VMSD dealers. In addition, over 1,000
applications have been req'Jesled by
and mailed to salellite dealers.

Now, Generallnstrumenrs VideoCipher
Module Service Dealer (V~"',SD) pro
gram also has been expanded to in
clude field repairs of satellrt€ ~Q~ipmenl

containing Channel Master rnanulac
lured VideoCi;:>he~' II Des=rambler
MOdules.

(continued page 2)

a. Will VideoCipher II·Plus requIre a
major change In IRD design that

A. The basic VideoCipher II-Plus module
will be delivered 10 the licensed
manufacturer in one complete pack
age - a sUj)pOrl module with asecurity
cartridge already inserted into the
module.

O. How will the VldeoClpher II-Plus
module be different from the
VldeoClpher II module'?

• - " '" 4' RB.'- -800':: B~c'r:.·" f./2f'":,:.:.r:· ~':-' ...... t~;::rfs ;.....;f:"'7 La.:;-.:-' ~::",·;--;,~a,T;. Pre!:-=~~::.~ (;~ -;,,:,:-~: f;!sf~L;.r:?=-·:f's/:.... r·;' :.-....:rrently ;::8"'::;2:: rr;E~LJ;c.:;:...:;c~:
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