LECOMMUNICATIONS ASSOCIATION
e T T ON, D.C.:20036-1903

e 202.775:3603

March 24, 2003

EX PARTE

Ms. Marlene H. Dortch

Secretary

Federal Communications Commission
445 12" 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 & CEQO, Daniel
Brenner, NCTA Senior Vice President, Law & Regulatory Policy and I met with Commissioner Kathileen
Abernathy and Stacy Robinson, Legal Advisor to the Commissioner, to discuss issues in the above-
referenced proceeding. In particular, we discussed NCTA’s position on elimination of the Commission’s
rule prohibiting cable operators from providing set-top boxes with embedded security as of January 1
2005.

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

Respectfully submitted,
/s/ Neal M. Goldberg
Neal M. Goldberg
NMG:gml
Attachment

cc: Commmissioner Kathleen Q. Abemathy
Stacy Robinson, Legal Advisor
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THE 2005 BAN ON INTEGRATED SET= TOP BQXES SHOULD BE ELIIB!NATED

Two major events-the 2002 MSO-OE Manufacturer Agraement on" Plugand Play"
DTV Products and the cabile industry's 200} retail initiative for mtegmbd set-top -
-boxes — havefundamentallychangedth&basnsformezoos Ban: oMmegrated Set-
' Top Boxes. The ban:-would limit consumer:¢hoice and impose a taxon cable:
customers,whowulhavetopay moreforeqnipmemthatmaynot%ebhstsuited
'tomeeuheirneeds. ltshouldbeel‘minated. . .

e B THE CABLE INDUSTRY HAS. MADEAHRM? GOMMITMENTTG 'FAGILIT ATE

' - NEW-RETAIL DISTRIBUTION CHANNELS: .AND TO SUPPOR’ :

. ENABLED DEVICES, AS PLIHEDBY“‘!‘HEZMHSO-CE .
’ MANUFA@I’URERAGHEEHENTON "PLUG AND PLAY" DTVPHODUCTS.

o The MSO-CEAgreementand relatedcablemdustryachonselinmteany
doubt:as-to cablesoommmnentbareiantmmet andtonews&ppliersofset-
topboxeeibrtmmselvos. -

- 11)eMSO—CEAgreementvvﬂlmﬂtnamdevanetyofPQD-enabled
_producis (e.g., integrated DTVs and: cihermultifunction CE devices) that.
manufaciurers believe are viable:at retail because set-top functionalily.is- a
small fraction of tolal receiver cost.” This:is:a:market-based mearisfor-..
pranohngreiailavailability farsmenoﬁoeﬂor&brwhapeewlerate )
regulations or MSO purchase orders. Atthe same time;, MSOs:nust make.
ﬁmPOD-enabled'ngandplay’DmedmlsworkvwﬂrMsystemsor
face the wrath— anddefecbon dthenrownctmnera

. Althoughstand—alone mtegrated*set:topbomhavenottodatebeensoldat
: retail theMSO—CEAgmementmaychangem Indeed;. iﬁhe2905bams
nnarketforcable-readyequnpnnentmaednm- greement ny:

. mfact,spurleadinchmamfactmets,Mwbaremuwestedn :

oombmahonsmieuofwﬁegrated:seﬁophomwilaﬂymﬁecoslsb
thosewould—be -cost-cutling: newemrams(___eostdsctmtnsechon ]2
. mmmmmmmmmmww
- POD—enabIeddevms,itobvnamiheneedfo:mecosﬂymegrahouban

> lnaddmomomeMSO-GEAgrwmem,wbleoperamhavestrang :
: mdependentreasonstopronmretaiavaiabﬁydequpment ﬁtparbeular
. cable:operalors’ core businessis the sale-of services;. notihemorfleaseof
set»topbomoroﬂ)ercablecusmmerw Becaus& .

. 17146056 o R O R R




|| %

facewgorouscompetmonfrom DBS andothers,theyhaveevery incentive to
- maximize the equipment- opnonsfornamgahon -devices, wpeclalfyat retail.

e Ifthe: ban were to remain in place; it would throw a nmri(eyWrench mto the.
continuing MSO-CE discussions regarding standards. for iwo-way. Products

_That's because cable’s set-top-box suppliers immediately wotlld have:to start
" making POD-enabled hosts and' PODs built 1o current standards for. operator

deployment in- 2005. . OnehugebeneﬁtofmeMSO-cEAgreemem:sthatme 4

specifications for “plug and play” prochucts are mutually agreed:to by:
operators and manufacturers. That's-not rue of the current.POP or host
standards. ltmakosnosensemkeepmebannplaceandforcecable
supphersmwasteiremendousresoumbtﬂdngPODsarﬂhostdewces
- based on the existing two-way. specifications, when ongoing:MSO-CE:
negouahonsmymnlnmmﬂmveryspeciﬁcahonsmbeuer
‘faclmatelwo-wayretallproducls. )

THE INDUS[RY'S 2001 COIIIII'I'MENJ’TG ALI..OWING REI‘M.SALES OF
INTEGRATED:SET-TOP BOXES HAS CHANGEDTHE FACWAL BASlS

) unosnmna mazoosnun.s.

T . 1714606

- ABAN ONIMEGRATEDSEFTOPBGXESWBULDW ’

. ﬂwerahonaleforthe banwasbasedonmeasstmphomhatlﬂegrawdset- .

top bomomﬂdcmmbbeavaihbl&g!ﬂm»ghmmopemtor
The Commission explicitly juslified s decision o banin ‘set-top
boxosonﬁebasnsihatTaﬂovmgMVPDsihaadrangedbemgihem
entity offering bundied boxes [i.e;, integrated boxes with embedded-security]
could-adversely affect the development of this equipment market,” and that -
accordmgly"meprormhonon mtegrahdbmalbnsforequaloompetrhon

in-the marketplace.

. Gwenmemblemmsuy’scanmmnemwaﬂowmeverymn_mg@@_set-

topboxesprwndedbycableoperatolsmemselmwbemadem'lableto
A i relail outle -applw:gmeéommiorfs

aﬂcablecusbmels.

. 'Byallo\mng retailersioselmtegraledse@bpbmhatavenderﬁﬂmﬁ)ose -

mmmmmmmwmmrs' %
conoemmatoperaior—leasedxmaieé“set—mp bomareapermwdgital

INCREASE-EQUIPMENT. COSTS (AND-MONTHLY L - :"*'MD-
REDUCEEQUIPHEN'I’OPTIONS’FQRMEBS. PGS

e- As Chaimman- Powelobservedmdmemmgbmmmw'ns

contrarytogoodpubicpolicybrermirommemkaaz'
eﬁechvechoncefomonsmners. Yet,ltusnspreclseiywhatﬁebando%

. _EvenmdefermgtomeFCC’spnordectslm meDC‘CIrcmsuggwbdmat '

“consumers might have chesen nottopwchase relaidevmiovperfecﬂy
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. . sensible economic reasons — became, forinstance, thereareeﬂiclency
gains captured in-the manufacture of an integrated box thatlead it to cost
" less” and that “the integration bmmnomlngmmﬂandmym most
-efl‘ec'tlveproduct choice to consumers — an ironic oubomeforan order
.implementing ‘one-of the most pro-oonwmer, pro-oompehtlve pnmslons of
the Teleoom Act” A

T e mmmTaemmmsmmsDWTransmonstaﬁ
discussnondraftmakesthssampomtmpmposmgelmmnonofme _
integration-ban. As Chairman Taumrecogmzednhnsopemngslatement
during the hearing on the: discussion draft::"[ijntegrated boxes:may:very well
bemoreconvementandleesexpensweforoormners—aﬂhewery‘least ’
merelsanoﬂlerchomeforcorm)ers. _

. Therelsamplerecordewdemeshowmgthepotenhaloost_j Vantag
otherbeneﬁtsﬁatmﬁgratedset-bpbomoﬁerbcusbnm NGTAhas
shown that a POD-host combination would cost a cable operator; -
appm)nmately$72to$93nmmananmtegrawdset-bpboxpeﬂonnmgthe
same functions. Thnstranslatwwoanaverageeorwnerpmemcreaseof
betweenapprommtelymoowsa.oopetmerm}foreachhased
comblnam(asswnmbothmePODandhostarerate wiate
aﬁve—yearandﬂwee-yeardeprecaableil‘e,mpeclwely

S -Evenusmgﬂmecostﬁgmsallegedby%rsnﬂmmexmmmgs-
which NCTA: continues 1o believe substantially undersiate the aidded costs -
associated with-a POD-host:combination — implementationof the:ban.on
mtegratedset—topboxeswouldmposehundredsofnn‘lionsotdolarsm

-byconsumerswnthnocorrospo:ﬁngpubhmtemm T \

e Indeed, mebanwouldforcecabiesubscﬂ)erstobearﬁweaddedcosts
~emnu1oughmeenhatmdporlabimyofsuchhostm‘ ovid .
Muewmmmb&e,mmmmmm
boxos, bewwethose boxosslaywﬁnmeoperabr‘smblesyslem. )

> ,Thebostpubﬁcpoicysbermﬂatconswnerscandmheeqmpmt
- option that best fits their preferences:.- While: some consuméers:may: prefer the:
parbcdarfeaMmmanmegrmdseHopmenughﬂ:eMbya
wbleoperatororaretaﬂerwletsmyprefermednmmmeredm
a POD-host combination. As:Chairman Powell has observed: the:banon -
mtegratedset—bpboxosformcableopelauxstonmepmmmm
technology decisions “so as10-aveid ihe potential for stranced Wwestmer
' notonmebasasofwhatmmmbwﬁormm” Byeormast,ifthe
ban is eliminated, cableequptnentms!rnelmal;dm qguipment
) .pncwmﬂ(asmeysmmd)b&dmenbywmnerdmandwnpeﬁtmx
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