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Before the
Federal Communications Commission

Washington, D.C. 20554

In the Matter of

Implementation of Section 304 of the
Telecommunications Act of 1996

Commercial Availability of Navigation Devices

)
)
)
)
)
)

CS Docket No. 97-80

DECLARATION OF RICHARD D. TREICH

I, Richard D. Treich, do hereby declare as follows:

I. I am Senior Vice President for Rates & Regulatory Matters for AT&T Broadband.

My business address is: 183 Inverness Drive West; Third Floor; Englewood, Colorado; 80112.

My responsibilities include overseeing AT&T Broadband's compliance with the Commission's

rate regulations, including the establishment of monthly lease rates for cable set-top boxes. I am

very familiar with the Commission's methodology for calculating monthly lease rates for such

equipment (i.e., the FCC Form 1205), and I manage a team of rate specialists at AT&T

Broadband that performs such calculations on a regular basis for AT&T Broadband's cable

systems throughout the country.

2. The purpose of my declaration is to detail how the additional costs associated

with the POD-Host Combination -- using the mid-point ofthe range for these additional costs

identified in the NCTA report to which this declaration is appended, i.e., $82.50 -- would

translate into potential increases in monthly consumer lease rates for such equipment. I conclude

that the potential monthly rate increase for consumers would range from approximately $ I.99

(assuming a five-year useful life) to $2.98 (assuming a three-year useful life) for each POD-Host

Combination, assuming the POD and Host are rate regulated.
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3. Assuming afive-year depreciable life for the equipment, I conclude that the

potential monthly rate increase for cable subscribers in Year 3 would be $1.99 per POD-Host

Combination. 1arrive at that figure using the following methodology and also assuming the

beginning of Year 3 for the net investment. Nrst, 1 divide the $82.50 in additional acquisition

costs for the POD-Host Combination by five (i.e., the depreciation period) to yield an annual

depreciation expense of$16.50 Second 1 multiply the $16.50 annual depreciation expense by

two to obtain a $33.00 depreciation reserve for the first two years. Third, I subtract the $33.00

depreCiation reserve from the $82.50 acquisition cost to yield a $49.50 net rate base at the

beginning of Year 3. (The incremental increase in net rate base and monthly lease rate per each

POD-Host Combination would be somewhat higher in Years 1 and 2 and somewhat lower in

Years 4 and 5) Fourth, I multiply the $49.50 net rate base by the 15% cost of capital (i.e.,

II 25% rate of return + tax gross up) and then add the $16.50 annual depreciation expense to

produce $2393 in annual capital costs Finally, I divide the $23.93 in annual capital costs by 12

to obtain the $199 potential monthly rate increase in Year 3.

4 Assuming a three-year depreciable life for the equipment, 1conclude that the

potential monthly rate increase for consumers in Year 2 would be $2.98 per POD-Host

Combination. 1arrive at that figure using the following methodology and also assuming the

beginning of Year 2 for the net investment. first, I divide the $82.50 in additional acquisition

costs for the POD-Host Combination by three (i.e., the depreciation period) to yield an annual

depreciation expense of$27.50 The $2750 equals the depreciation reserve for the first year.

SecoJld I subtract the $27. 50 depreciation reserve from the $82.50 acquisition cost to yield a

$55 00 net rate base at the beginning of Year 2. (The incremental increase in net rate base and

monthly lease rate per each POD-Host Combination would be somewhat higher in Year 1 and

somewhat lower in Year 3.) Third, 1 multiply the $55.00 net rate base by the 15% cost of capital
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and then add the $27.50 annual depreciation expense to produce $35.75 in annual capital costs.

Finally, I divide the $35.75 in annual capital costs by 12 to obtain the $2.98 potential monthly

rate increase in Year 2.

5. I declare under penalty of perjury under the laws of the United States that, to the

best of my personal knowledge, information, and belief, the foregoing is true and accurate.

August I, 2002

3

---_._----------------------



; .

~ndixB



.Novcmb:r:14. 1999

Dr_ RicMn! &. Grcca
~ alIll Chidmcuave Oltku
CabIcLaba
400 Cenrenni'" Pa%kway
Louisvillc. CoJDra.do lIOCn7

C=Di~

Thi.s ktw' will cOll1Una Clllr CQlllpI_ mppart of !be C.b'el .bs OpcaC6ble p&'ojca aD4 !hi: development
at 5pm1icazlcms to~~cd tJms Rl3iI aY'iJ.bi'iIy at lIS-lOp baus aDd ad='
D.:IvipriMai devices. Oar cnmpmin commir CD suppanin,lllo i=rapaabi1il:y of ClIlr cabL: i)'lWlli wUlI
"'"lap beut_,~ TVreeei~.DId lIavip.ioDtl cqtIiplllC;ll wllidl~ty wiIlIlbe OpenCaIIb=
apc:ci&aIilL

We n:.af5raa CUI'C:OID~'cClmmirmrllr lD pIac& purdaue cml&:ra t.O CDllIIlllbAt ICplllille diIiW security
IDDdIlk$ are ayejl'bte from CIIIZ' I;QIIIpIIlics by July 2000 ill QlIIDDW auf!icieat lD _ '"ODmm....

c1c:lmAlJ.

S1.Dc=1y.



December 21, 200 I

Richard R. Green
President and Chief Executive Officer
Cable Television Laboratories, Inc.
400 Centennial Parkway
Louisville, Colorado 80027-1266

Dear Dick:

In meetings at the FCC, you have been asked how the cable industry intends to carry out its
commitment to implement CableLabs Open Cable Applications Platform (OCAP)
middleware. With our support, CableLabs has developed specifications for OCAP
rniddleware, which will operate in home devices to permit downloading and execution of
applications, such as program guides, that we will provide to our subscribers.

By this leiter, we express our intention to take all reasonable steps so that our systems will
support CableLabs-certified, OCAP-enabled devices once such equipment becomes
commercially available. This commitment includes CableLabs-certified set-top boxes,
integrated digital TV (DTV) receivers and other OCAP-enabled devices.

These devices, with appropriate capability, can provide the services we make available to
our customers using the set-tops we lease. By being commercially available, these devices
will advance Congress's goal to permit a cable customer to purchase equipment, including
integrated DTV receivers, instead of leasing a set-top box from the operator in order to
receive the services the operator provides.

This commitment is a follow-on from industry-wide commitments to support the
interoperability of our systems with devices compliant with the OpenCable specifications
adopted prior to adoption of the OCAP specifications. Those devices, which include an
OpenCable compliant point-of-deployment (POD)-Hosl interface, may be made available at
retail, are portable, and function on our upgraded digital systems.

The commitment embodied in this letter takes the process of relail availability of navigation
devices to tire next level, to include CableLabs-eertified, OCAP-enabled devices. We trust it
will provide you with a more specific commitment from the undersigned companies in
communicating the cable industry's position at the FCC regarding these OCAP-enabled
devices.



Richard R. Green
December 21, 2001

Sincerely,

/s/ James Rigas
James Rigas, Exec. Vice President
Adelphia Cable Communications Corp.

/s/ Carl Vogel
Carl Vogel. President and CEO
Charter Communications, Inc.

lsI James Robbins
James Robbins, President and CEO
Cox Communications, Inc.

1st Joseph Collins
Joseph Collins, Chairman and CEO
AOL Time Warner Interactive Video

lsi Glenn Britt
Glenn Britt, Chairman and CEO
Time Warner Cable
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/sl William Schleyer
William Schleyer, President and CEO
AT&T Broadband

/sl Brian Roberts
Brian Roberts, President
Comeast Corporation

lsi Robert Miron
Robert Miron, President
AdvancelNewhouse Communications

lsi Scott Chambers
Scott Chambers, President
Chambers Communications Corp.



January-18,2002

Dr. R1c)lard R. Green·. .
Presidentand ChiefExecutive Officer
CableT~levisionLaborat()ries, Inc.
400 Cenl~a1Parkway
Louisville, CO '800,27"1266

Dear Dick: ...•.

We Wlderstandiliat FCCstaffhas asked MSO's to confirm a previousccmnlittnent to .
SllPportintegrated diiilJl! televisioD~'DTV")sds that arc built tp the spcc:ifii:atiorts ..
arisiDgO!1foftbeFe~22, 2000techiuca1~ementbCtwec:nthe Conswner .
Electronics Association ("CEA'') and the National Cablc&.Telecommunications
ASsoi:jation ('}'lCTA"). .As you know, CableLabs adopted speciDcatiO/lS to implement. .

.. the Feb1'U~ 2()()ot~ca1 agreCment to pCnnit lhC direct connection ofintegrated mv .
sets to cable systems.. Those{andrelitted) Cabld..abs specifications were reeendy
urianinlouillyapproved as standards by the Engineerlng Committee oftheS«;iCty of
Cable Telecommunications EngiJie= C'SCTB:~:SCTE 28 2001 (Fonnerly DVSI295),
H9st-POD. Interface; SCTE 40 2001 (Formerly DVSI313). Digital Cable NetWork
InreifaceStandard; andSCTE 412001 (Formerly DVSI301), POD CopJI Protection.

C~nsistcntwith our cOIIlmitmcnt toth~ Fcl1rtW)' 2000agrcemcl!ts. i1ieOpenCable
prlXeSs.and these OpenC8ble weclficationsin particUlar. ourcomp~es will S\lPpbrt
CilbleLabs~certified.integiatedDTV sets built to Cabletabs'specificaiionS (now
embodied in the abQve SCTEstandards) so.that those DTV sets can provide the services .
we~eavailabre to our customers usin~phe setetop,swele.se to them. . . .'
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1anuuyl8. 20(l2
RiCbUd R.; Green

. lamaRip,~Cll~veVit;e l>rDSidlmt .
Adclph1aCablo Cgmtmmical:ions CCJIlI.
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William Sctiloyer, ProaidcDt and CEO
ATolT Bnml1vUld .

.eartVop1;.PrDsic;lc:atlllll1 ceo
~C ··"cati· InG.. ... .oam:llIm. cma,

~~
BriaDRQbats" 1'nFidml
Omclllt CoipOratioD.

L

,10.Collin$, Oain'lIDaIld CEO
AOL'l:'imeW_~vcVidco

,..

GlmuBrin.ChainDau. IIDd CEO ..
Timevramr:rcahlc .. .

RnbettMiTml. Pnlfoideut
AdvanclllNewlIoUlic Ommnnitatil)11s·

Scott Chambers, PleIidCll% .
Chambcn Cgmmllllil;Qions C01jl,



JII!lDary 18, 2002
Richard R. Green

Sincerely.

,.Jam. Rigas. Executive Vice President "
AdelphiaCable Communications Corp.,

Cad Voge.l.Ptuldcnl aDd CEO
: CharIer,coUltl1unicatioDa, In~

JiIJ\ Robbins, PR8id~ and CEO, ,
COl( Cominwiications. Jnc;

Jq¥ CoJ}iJl$, Ch;Prma,DllDdCE(}
1\0,," Tiinc Wamc:z::IJlterulive VideO

GIcM }Jritl, Chainnan arid CEO
'TiDio Wamec Cable ' '"
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WilJiamSchlcyw. PreaidClll aIldCEO
AT&T Broadb:ind' '

ElriaD Robcltt. PresicIcRi '
ComeartCoIporalion '

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

RQb$ . a.Prcsidea' .,',,'.,', "." " .AdV. COmm~cations

','. ScoltCham~~cIeDl
.,Chambera qnDmunicalions CQJp.

;.,",



}amJa67.18, 2002
RiclladR. az.n

Sinc=1y•...

1.-Riga, IlxllCQtiveV~ PresickDt W"1JlimR ScbleF.PrclideDtaDd.CEO
AdclpIlIa .Ca!lleCojnmnnicatioaS CClIp. AT&T 8rOlIdlmvl

GlII'1 Vopl,.1'n:sidmt md CEO BriIu B.obQts; l'JesidI:Dt
C1JcIer~ii\wicllliCIIII. Inc. C_.. Ccupcntlon

·RobcrtMimu, 1'IwicIr:a.t ...
.~~IIS

·SCoItQJaiDbaa. Presidalt
CbembQs~Corp.

GlfOll~~~IDand CEO
.TimcWma-cl.bJi ... ..



Janua;y18,2002
Richard R. Green

Sincerely•.

lam~Rigas' ExeCutive Vice P~ident .....
A4eJpJUa. CableCoi:nmunicalions Corp•.

tarlVogc:J.Pre,s1del)tand CEO .
Charter C;:om1l1unications. Inc.' .'

Jim Rol>bins; President~ CEO
Cox Communications, Inc:
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:Wijlj~ Schleya-, President and CEO
AT&<TBItladband .

BrianRa~.PRAdcnt
Comcast CorporatiOn..

llobert Miron, l'rcSidcnt
.AdvanceINcwhouse Communications

. Joseph Collins, Chainnanand CEO
AOLTjme Warner-Interactive Video

GleIiD Britt. Chairman and CEO
TimeWamer Cable

·.Sttd~b
Scott Chambers, President
Chai:Dbers Communications Corp.

•
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. Jmuuy 18,2002
Richard R. c:l'mm

Sincerely.

PageTwQ

Ru_lIotiioD. PRsidcllt.'
A4v.ancclNCWhotisc Commlmicalions

. !SecttCJmnbcrs,~
C!lazilbas~UIlic:ationsCozp•

. GleoD lblitt; Chain:naIlU1d~O
'l'irri.;~T '" Cable -." .'.

I
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Jac.U&r) 1&;2002
.Richard R. Green.

Jan" Rips; Exce:lJtive \Ike :Prcsiclcnt
. Ade~Cable CommLinieauQllS Carp.

. Carl Voge1.Prcsi4ent ilDdCl!O
Cbarter C01ZlJD1IIlicaUOllS. Tn<:.

JiJD Robbw, Prcsidcat UlllCEO
Cox CommlUlicatiCll:lS" me:.

Jesep,b CoJlins~ QlliintlalZ~ CEO
AOL TllI1eWamerblt=ti\/C, Video

. . .

GleimBiitf" CbaimllU1.an4 CEO'
TimeWamerCable.· ". . .
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lmm lUlbem, PrmdGI.t
COJIlC&St Corpontion

Robe.nMUoD. Presideut
Ad'ntlceINewhause COJlImunic:alions

. Scon Chazilbet$, Presi.def;t
. .CIlamb= COlnUIlQ1iclltiOllS Corp.

___._.•.~••o<_.__•._---------



Jan~ary 18, 2002
Richard R. Green

Sincr:rc/y,

.. 11ll1".lUgu.J:xccutivc ViUPrcsidcnt
Ade!phia:C~leCommUDi~_Corp.

.c.rIVoge!, ~cScIU lAd.CEO
~Comn1lUlicatlollS. Il'Ic.

}oscpl1CoI!Uls, ChaimIaA apd CEO .
~OLruni! Wamer Interactive video··

~lenn.Britt,CbamDan and CEO ...
Tim, WaalerCab1e·· .

Page Two

William Scblcyq. Prelideut and CEO
ATkTBroadbaDd ... .

BJjara RDbarls. PRRdarlt
Comcast CQlPon!ioa

Robert Milall. PrelidCllt ..
AdVmcciN-~~oD.l

·Sco~ Oambon,:Presid=t .
CIimlbesCommunicatiol1S CoIp,, . . . .

._-_ .._----_.•._.••..._----------------------



J&ItiIlIIY uri 200Z
ltic!W'd R. GR:en

Sincerely,

JaIllCll Rigaa, b,...Vu:c Pnsidl:al
Aclclpbia Cable Com.rlwa:i~- Corp. .

C.(VDpI, Pmidl:lllllDd CEO
cr.terComa!uDicm-. b.

limllDllbiDs, pjesjdept aDd CBO
euCommuuicaDcms.IPc.

JOIeph enJlim"Clgjl!!lllllllDtl CEO
AOL T"IIDC Wanxrr=aacuvo V'1Cl1lO .

~. &;'Pb-·
GJczm Britt, ChaimwI aad CEO
Time Wm=Cable .

Wi1IiamSc!l1.r, Pn:sidattaDd CEO
ATIr.TBID..1d

BdaDRDbcrtl.fmid=t .
Colllout ¢oq,oJaIi.QQ

. R.oIlcltMiroll, l'rcsideZlt .
~lU!C CoJlllDUllications

ScoU C'ha!!illcn, J'n:sidClll
CIwPbcn ComIIIWIiAdcms Corp.
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~NCTA
NAI:CNtol CABc: & TElECCMMUNiC,HIONS ASSOCIATION ROtERT SAOolS PRfSIDENl & CHIEF EXECuTIVE OFFICER

1724 MASSACHUSETTS AVE NW WASHINGTON, DC 20036

Tn 202775.3651 FAX, 202.7753695

co..· ..
_~11OIIS

paQfTllE~

EX PARTE OR LATE FILED

October 10. 2001 RECElVED

OCT 1 .J Z001fhe Honorable Michael K. Powell
Chainnan
Federal Communications Commission
445 12th Street. SW
Room 8-B201
Washington. DC 20554

Re: Commercial Availabilitv of Navigation Devices (CS Docket No. 97-80)

Dear Chainnan Powell:

Over the past several years. cable operators have undertaken various measures to facilitate'
the retail availability of set-top boxes.

For example. CableLabs developed specifications for a separate security module (a
"Poillt-ofDeployment" or '-POD" module) as well as for the interface that a converter box needs
to accommodate the POD. And cable operators purchased and stocked POD's to provide to
customers who purchase converters or other host devices that require a POD to descramble
scrambled signals. CableLabs also developed a POD- Host Interface Licensing Agreement
C'PHILA") to provide manufacturers with the necessary technology to make PODs work in host
devices. Despite the cable industry'S etforts. retailers have not placed orders for POD-enabled
converter boxes and a retail market has been slow to develop.' Among the reasons retailers have
given for not purchasing POD-enabled host devices is that such devices would not be technically
identical to integrated converter boxes deployed by cable operators nor capable of working from
one cable system to another. except where the systems use the same converter boxes.'

Sel' Response ofrhe National Cable & Telecommunications Association to the Consumer Electronics Retailers
Cnalition h Parte Submission. CS Docket No. 97,80. filed September 21.2001 at 3-8. See also Status Report
'iJ"d b~ .he National Cable TeleVision Association. CS Docker No. 97-80. July 7.2000.

~et' Respons~ ofrhe Consumer Electronics Retailers Coalition to the July 7. 2000 Cable Industry Status Repon.
eS Docket No. 97-80. filed August 2. 2000 at 15 ("MSOs should rely on the same technologv that tbey have
de\ Ised tor their competitors' emry'-'). ~

No. 01 CoDi8I rec:'d
U8t ASCOE '--'---



Letter to Chairman Po"ell
Oct"ber 10. 200 I
Page ~

In a further effort to facilitate the retail availability of set-top boxes and address retailers'
technical concerns. the Board of Directors ofNCTA has agreed to take the following voluntary
aeti"ns. \\le belie\e that these actions will give consumers additional purchase options without
compromising cable security.

• Operators will encourage their set-top box suppliers (Scientific-Atlanta. Motorola.
Pioneer. Sony. etc.) to make available their digital set-top boxes - the same boxes
"ith embedded security the manufacturers supply to the cable operator - at retail
starting as soon as possible.

• Operators will provision and support these boxes in their systems. (To prevent theft
of service. operators could require customers to provide proof of purchase from a
retailer and the manufacturer's set-top box serial number.)

• If a subscriber purchases one of these boxes at retail, and then moves outside of the
operator's franchise area. then the operator would buy back the box provided it is in
good working condition. the operator is still leasing the same box in its franchise area,
and the customer provides reasonable evidence that he or she is moving out of the
franchise area. Although exact tenns will be detennined by individual operators. it is
contemplated that buy-back would be based upon the operator's wholesale,
deprec iated cost.

• Manufacturers may make available to consumers some warranty period and retailers
may offer some optional extended maintenance period for the boxes. Individual
operators may wish to offer maintenance of these boxes as well.

With the industry's deployment of digital set-top boxes, cable operators have increasingly
gained contldence about their ability to prevent unauthorized reception of services.
Unfonunately. in an analog-only or hybrid analog/digital set-top environment. the theft of service
opponunity is still significant and the cable industry loses an estimated $6.5 billion/year in
unrealized revenues. For this reason. the initiative to promote the sale of navigation devices at
retail will apply solely to digital-only set-top boxes.

The policies adopted by the NCTA Board represent a major advance towards meeting the
goals of SectiOn 629 of the Communications Act - the "commercial availability" provision.
'"hey address retailers' major concerns about competing with set-tops leased by the operator. i.e.,
retailers claim that operator-leased boxes are superior to any digital box with separate se,urity
that they can sell. Under this plan. the boxes retailers may sell are identical to the boxes the
cable <'perator leases. This plan also addresses objections to copy protection and certification
tern1S of the CableLabs PHIL.A... the agreement manufacturers must sign to obtain technology

_.- _._.._------_..._-----_..._...._----------------- ---



[eller to Chainnan Po"e11
October 10.2001
Page 3

nceded to make PODs work in host de\lCes.' lender this plan. no PHILA signature is required
because there is no POD interface in the integrated boxes at issue.'

Finally. the plan addresses retailers' concerns that CableLabs' OpenCable specifications
do not produce a "portahle" set-top box. i.e" one that can work on any cable system.; Under the
buy-back feature ofJ\;CTA's plan. customers receive "virtual portability" when they move
because they are able to return a purchased box to the local cable operator for reasonable
compensation.

In addition to making integrated digital set-top boxes available at retail. the cable industry
is working with dispatch to develop the OpenCable Application Platfonn ("OCAP") or
"middleware" specitications. which provide a common software environment to make set-top
boxes interoperable across cable systems and allow new features to be added electronically.
OCAP will enhance the portability of boxes that incorporate interactive functionality.
Development of the OCAP specifications is CableLabs' highest priority.

Together the immediate retail availability of integrated set-tops and the development of
OCAr specifications that will allow for actual portability should help foster the retail market
envisioned by Section 629.

Sincerely,

!<.L.-t- f ....... l.~
Robert Sachs
President & CEO
National Cable & Telecommunications

Association

The Commission essentially endorsed inclusion ofeopy protection and certification requirements in such an
agreement. See Further l\otice of Proposed Rulcmaking and Declaratory Ruling. Implementation of Section 304
or lhe Telecommunications Act of 1996. Commercial Availability of Navigation Devices. 15 FCC Red. 18199,
18209-12 ("T25·32) (2000)(copy protection permitted): ReDon and Order. 13 FCC Red. 14775. 14790 at 0.71
j !l)98)(certification by Cable Labs suggested).

To the exrenr cable operators begin supplying boxes wirh POD slors. they will only be able to do so when their
manufacturers have signed the PHILA or a similar agreement licensing the CableLabs decryption technology.

n,,, cla,m is not quite accurate Boxes buill ro the current OpenCable specification are more portable than
operator-supplied boxes because the fenner will provide analog video and audio and both scrambled and
Lln",l:rambled digit~1 video.and aU~io (including pay-per·view service) when used on any cable system supporting
OpenCablc comphant deVices while cUlTenf operator·supplied boxes can only be used in the system which
pro\ ides the cable box !O the customer.



Letter w Chairman Pov.cll
October 10. 2001
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cc: Commissioner Kathleen Abernathy
Commissioner Michael Copps
Commissioner Kevin Ylartin
Magalie R. Salas. Secretary (for inclusion in CS Docket 1\0. 97-80)
Marsha McBride. Chief of Staff
Susan Eid. Legal Advisor to Chairman Pov.ell
Stacey Robinson. Legal Advisor to Commissioner Abernathy
Susanna Zwerling. Legal Advisor to Commissioner Copps
Catherine Bohigian. Legal Advisor to Commissioner Martin
Kenneth Ferree. Chief. Cable Services Bureau
Tom Horan. Legal Advisor to Chief. Cable Services Bureau
William Johnson. Deputy Chief. Cable Services Bureau
Deborah Klein, Division Chief. Consumer Protection & Competition Division, CSB
Steve Broeckaert. Deputy Chief. Consumer Protection & Competition Division, CSB
Paul Gallant, Special Advisor. Cable Services Bureau
Dr. Robert Pepper. Chief. Office of Plans & Policy
Jonathan Levy. Deputy Chief Economist, Office of Plans & Policy
Amy Nathan. Senior Counsel. Office of Plans & Policy
Jonathan Wong. Division Chief. Engineering & Technical Services Division, CSB
Ylichael Lance. Deputy Chief. Engineering & Technical Services Division, CSB
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