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March 24, 2003

EX PARTE

Ms. Marlene H. Dortch
Secretary
Federal Communications Commission
445 12th Street, S.W.
Washington, D.C. 20554

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

Dear Ms. Dortch:

This is to notify you that on March 24, 2003, Robert Sachs, NCTA President & CEO, Daniell
I

Brenner, NCTA Senior Vice President, Law & Regulatory Policy and I met with Commissioner Kathleen
Abernathy and Stacy Robinson, Legal Advisor to the Commissioner, to discuss issues in the above~ I
referenced proceeding. In particular, we discussed NCTA's position on elimination of the Commissi~n's
rule prohibiting cable operators from providing set-top boxes with embedded security as of January I!
2005. '

Our discussion reflected positions NCTA has taken in written submissions in this docket, as
summarized in the document attached hereto.

Respectfully submitted,

lsI Neal M. Goldberg

Neal M. Goldberg

NMG:gml

Attachment

cc: Commissioner Kathleen Q. Abernathy
Stacy Robinson, Legal Advisor



THE'2005:BANON:INTEGRATEDSET-roP·BOXES,StlOULD'BE,EUMlNATED

1Wo~orevents:--th8~:M~E~~~Agreement·on·'.~PIujan~:PlayH
DTV Products;andthe~'if-lCllJstrYs'2OO1~~.in~fori~~ ...top .

.boxeS- haYefundamentally:changed:...-baSi$-fOr:1he2005Ban:o.n:......lated;set­
.Top ~xes... The.ban::¥ioui~llmit~!~caand:imposea·;~;C8bie.
Customers, whO<wilf·...·.tO·:P8Y,anorefOrJ:.pPJenttbatmay·not.;J;ie'••.,suttect
t()meet:~·needs.·It:shoukNieeJi~: . ',:.- .. -, :..:,": .

'. I. THECABLE]NDUSTRY.HAS·MADE·A,:FIRMeoMMmlBflnfO:PACltn'ATE·
,NEW,RET.AJ.....DlSTRIBUJ'iOticK_as;:ANff;TO'SU~;.P()-p.:;:,' .'

. ENABi.:.ED'DEVJCE~ AfI:EXEIIPlJJ#EP1ft.¥;THE2002·IISOea·; ~~ .: . .
.ANUFACTURER'AGREEIIENT:.;~cAND·PLAV-.'DI¥.;PJQ)~

.•. . ..

• The'MSO-CEAgreementand::~cableindusbyacIioris~~any
doubt:~ ..to ·cabIe"s commitrnenltQ.:·IJ:""hnarket:arKfto:rimV·~l'S'of set-
.top:·boxes·fOr1hemselves., .. ' . .... .

•. TheMSO-cEAgreement.wiII·nistiilin:a....variety:d~:
.pJ'OdUctS'~integrate4'Di'y~~.~:inuItifunctionCE~~)';,~<.
~.beQeYe:areviablie',at~·because,seHq),~Ily.i&a
smaBfractioROfto1atreceiver cost':,ll.ds;El'rnarkeHlaSecJ:~fOt.:
~:ieIaIl.--~"IOtu··:far-·'.. "" ..1o:efforIs.:to-~:~iate-, '................,~ ......_~~.J...~ . '-~., '. .'
~or·MSO juchase:~-·At1he··same·tirne,. MS0$~fflUSt:.maka
thes&.fJOD.enabIed "pIug.and:~.D1V;pioducaswOrkwilJi1heir:~. ,
facethewr8th',....anddeteCtiOn..,.:-~.~'~JWJn:ust0m8rs..- .. " :'.'.. :,., ". or

..
• AJthougb..st8nd-aIOOe.integrated.~·~ haY&nol k>...~.:SoIdat.

retail' 1he:iMso-cE.Ag·reement. ' ·"ih~~,tis..· I~' ,itlhe2Qos"bEm- .• ' '.' ..~~~~~ .~,. " .. ,.t&..
eJirJ)iraatei:t.,the·cOoperative:~:~.on~~·&:mtait
market·fon:able-ready··.,eq·~'refJeCte.d:.in1be;MsO-cE:·AiIiIl~'ma_, .' "'"!'t'-!',~-' '. .'. . .,....~~--•., Y•
.in·~spur:Ieading.CE:~~'are;now'~...:· ,
'~:~dQtal:~.ai.td'f".her·:dUt8t~for::cabIe. ­

. cUstOmersunder'1hef~b~~~:"
~:~m;'bo~.tOr.~~.~1herei8ih~~~~ .

, further' enIlaDclilg competitionarxl' '. .' 'choiCa.'8y'~'~
.1bebM'and~~,~~~~~·;.~. :'.. ,'.

conibinatioos..in;~Ot:int~Ji:s.wiIt:OnIy.ine~.'~.CoststO .
.=~:cost-eutting.ne\¥:~~.~;cost~~;~.Jlf= .

• ~the:~AQ~·~dfgilateabte·~jo:~·
pQ()·enableddeViees..jlobvlate's;1ll&JiBedfoftheec6lJy.·~ban
which~.serYedthat;~c,.. . ... :. ", ',>::, ... ',"...

. '. - - ". '- ..

.. In.addItiob'~·.the-~~~:opeiators~~,:)
. iiKIependent~to~_mtatr~of~:~.:~,
cableioperators"cOre.~~tb&~Of~.not:~~~~.of
set-topoo~'orotl1WcabIe-'~'~'~~
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face vigoroUscornpetition from·DBS·~others; they have'~'incentive to
maximize·the·equiptnent-()J)tions:fOr riavigiition·devices;~.m retail.

• tfthe·ban were to remain·in place, ihwUldthrowa-mOnkey.·~;into.the
contiooing·MSO-CE disCUssions: tegan:lng~rds.for ~)!;PtOducts.

_~r$beCause cabIW$ set:'topbOx.~'imnlediateIy~hav~tostart
. making p()D.;enabled·tiosts:aJld·POD&builtto-current·starK~Jd~d~:.Operator

depioymentin2005•. on&~:beiiefit oUhe.MSOCEAgreerr~nfis:tba ..the· .
.speeifications:for "plug, and~ pfa.y'"~.:ar.e·mutuaIIy:aareed<to-py~
'operatols arKhnanufaclure.rs.: ~s,nottrue'ofthe ~~.Or·'hOSt
Sta~ It makes no·~.to·k~:th&barr.in·pIace·arKI~~·.c:abIe··
suppIiers·towaste~;resQurCeS.buiIding'POOs.~'~~.

. basecfonthe existingtwo-waY.~·when~~E;
negoti8tions mayresuit-in changes'tOtheSe-yery~_·~r.

- facilitate two-way retail products.. '. . . . .
• • 0. - .

THE INDUSTRY"S 2OO1.COIIMnMENT.TO;AU.OWING:RETAL·$AlcE$·OF
INTEGRAiED:SEi"':'T9PBOxE$HAs·QlANGE&~ r:~AIi;;~-.s· .
UNDERLYING·THE2OO$RULE. . . . -'. .

- . . -
• TheratJonale··for1he·ban-w.as-based:OD".~:"'~:set- ..

top.bo~coukIcontiilueto.be.a~ggVvough 1be'~cipei:ator~.

"Ole COrIlrllission.expIioiIIyjlJs1jJied:~·~,1o ban;~~:s8Hop
~.on.thebasis1hat·,a~.,MVP,Ds·,,;advanIage,'((:~: ..·.2!lI!·: '
.en~~blJndIe(t~JLe,.inttValedboxes:wiIb~riiyl
couldadv8rSelyaffect'1h&devekjpr~lenh;Jf,thls'eqUipment~al'~Uhat .
accoi'dingly "the'prohibition 0.1"inteQrated'~~lowsfor·"'-Competition·

.iri'th~~~-- .' '. .

• Given ~;~,industry'"~commjtment.to..aJIowthe very.saQ)8:irilegiated-set.,.
topbo~,PrOvided:by,~operators·IhemseIves'tobe.,made-:.~jaable·to·
consumers.fhrougtr'independentrelaitouUe1s;.applyqf"~s

. .. the~ -' . ~b&ii'-"'-' .....~idi.....
~'~ ....._~....,..·.c.nlO.'.!""'~'·. J'!I""U'-'-,~.~,.J.'gJVeI'l _
the.SlQrlilicantadded·Costs:·which'~,oUheban~:Ppese'on .
aII~'~" .:.

• ;ByaHoWing·:retaiIer$:tosellntegrated,~.boxes1hatareddei6:aUo. those..
the~.Ieases,,1hecable~:"~admesse.d:"'~· .:
concem·thatoperator;~edinte.ati!(h~et,:1Dp'boxes·are;siJpeijodo·diQitaI.
hOstdeviCeswilh:SQP.Mdesecurily...· . .

•. As ChairmanPoweiobsetVedin_~mng,to1he2005:~it}·is
~'ID:Qoodpublic.poIiey(to,~froin,themarket·a~eoSt­
effective choice,for constUnerS:- yet;.this-iS,Prec;selywhat:fti_dOes.·_ .' .

." - . .:" :

• EVen in deferringtotheFCC"s-prior·~~.1t)e.D.C~Circuit:~·tbat. .
·~consUm~.~h8ve~,:OOftnpUichaseretail~~~

. ~-' .
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.. sensibJeeconomic reasons-- because, for instance,there'are~

gains captUred. inthe rnanufackir.eQfan inteQrated bOx thatleadJt'!9:'Cost
.' less'" a~'that '1he integration~~'f)Othjng'more:than:deoy;,lhe~inost

cost-effeclive producl-ciloiCe:to coi1somers .... an ironic~;fOr-an,order
,iinplementing 'ot1e:of thempst:~er,-pro-competitive:PRMsions of
theTelecom-·Act.- .'" ,::" ~:'. '

" ....:

• The 2002 HouseTeIecomrnunicati,Subcommitlee'sDTVTmAsition,staff
diScussiOn draft makes thiS same:poi,Un,proposing eliminatiOn:~.ihe·
integratiotl,ban. As ChairmanT~ recognized in,J:Hs'~ngJ~ent
during: the'hearing on'ttJe:discus~~~'~[iJntegrated'~~y;very'welJ
belTK>l'8coovenientancUesse~-forconsumers-aUhe.~;Jeast.
there is anotherchoice for- consurners: ',' - .

• There isamPl& record evidence'sh.oWing,~.potentiaI'cost~_e$_ and·
othei~,~.integrated.~bo~offerto;~'.NCTA-has,
shownthat,~-PQP-host~natiOfl'wouJdcostacabl&~-,'. '
approximately $72 to~~lbar.tan'·iJl!egrated'set-top·I»x,~_ing"the

same functions. This1railsla1e&....,.:an.a~oonsUmer~;~-of
betweerJapproximatety·$2.OQJD$3.;OO-pet'memnfor·each,~~
COJ'nbiDaIiort (assuming:both:1he-PQP-.8a1d·:hOst-are rate~I;!ased'on
a five-year8ndthree-year.~ life. .respectiveIy. ".-' - ',' _ ' , .-

• ,Even using the:costfigure&~:by.:~in1heirOWI'f:ex~;fiIings.­
which,NCTAcontinUestobelieYe-~understa1e~~:Costs'
associate.dwith·a'POD-host~~~'_"~ban,:on
integrated,set--top;boxeswould~hundtedS-Of millionS::Of;.dGIIa'r&in· .'
additionaI:eqUipmenlCOs1s·on~,·;Ar.KUheS&COstS'~b&bome

-by consumerswiIh,nri-corieSpOncing:pubJiC-;Imerest,beneJii', -, ,-. :. ~.. . .. .

:: . . . .. ~. "

• Indeed the ban woUkttoree.c8bfe;StJt)sCriI)ers·to-bearthese,.acklie«h:OSts
,even_h:1beenhanced~:·Of-stich,hostdeYif:es:'~:OOadded··. .,~ ,;.Y. ',-," , "," .C" _,_ .

~iJ8for:corisU'ner$who·~~:~,1han·~;tbeiIr~top
boxes,beCause~ boxes"~one-.operaD:"s.'cabJ&i~,, ,. -. - ..... --
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