| ECOMMUNICATIONS ASSOCIATION

SHINGTON; D.C.20036-1903
'5:3664 Fax: 202.775.3603

March 25, 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 25, 2003, Robert Sachs, NCTA President & CEO, and I met
with Commissioner Jonathan Adelstein and Sarah Whitesell, 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: Commissioner Jonathan Adelstein
Sarah Whitesell, Legal Advisor
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THE2005 BAN ON INTEGRATED SEI- TOP BQXES SHOULD BE ELIM]NATED

-boxes — have fundamentally clianged. thebasus for. the 2005 Ban on’ megrated Set-
' Top Boxes. The ban-wouid limit consumer:¢hoice and impose a tax-on cable

'to meettheirneeds. ltshouldbe ellminated,

Two major evems-the 2002 MSO-OE Manmacturer Agmement on Plugand Play”
DTV Products and the cable: mdustry's 200 retaihnmative for. mtegtabd set-top -

customers, who:will have to-pay. moreforeqﬁpmentthatmaynobbebal sulted

1 THE CABLE INDUSTRY HAS MADE A: FIRH GOHMH'MENTTG 'AOILIT ATE

-NEW RETAIL DISTRIBUTION CHANNELS. AND TO SUPPORT: POB-
. ENABLED: DEVICES,ASPUHEDSYTHEMHSO-OE :
" MANUFACTURER AGBEEHEN?F ON: "P[:HG:AM PLAY" D‘W PHODUCTS

e The MSO—CEAgreementandrelatedmblemdustryacbonseﬁnmateany
doubtasmcablesomnmmneribaretartmmetandtonewsuppiersofsev
topbomﬁ)rmemselvos. :

. ﬂ)eMso-CEAgreememerasultnamdevanetydPOD-embled

- .products(e. g,nntegratedDTVsandomernmruncMnCEdewees)mat
mnﬁachwersbehevearevmbleatveiaibemuseset—bpmnwsa
small fraction of total receiver cost. This:is:a:market-based means for-.
promobngretailavailabnlily farsupenorhoeihlsbreshapecwle:rate
regulations or MSO. purchase orders:- Atthe same time, MSOs inust make.
ttwsePOD-enabbd'phgandplay‘meduclsworkmﬂrMsystemsor
face the wrath— anddﬁechon-oﬂhenrowncwbmers;

s Aﬁhoughstand—abnemteg:atedseﬁepboxmhavemnodabbeensoldat
: retail theMSO-CEAgreementmayrctnngems. lndeed;m%bams«

oombmbmsmieuofuﬁegrahéseﬁopbomwﬂaﬂymﬁeooslsb
thosewould-be cost-culhagnewtemrama(__costdsum m sechon WF .
. BecauseiheMSO—GEAgreemem_rggu_@cﬁgnalwblesysbmabappon
. POD»enableddevmitobwammeneediormecosﬂymeglﬁutban
whtcharguablyservedthatpmpose. -

. lnadeﬁhomomeMSO-CEAgrwmem,cwleoperamhavestmng; :
: mdependmtreasonstopromoteremiavailabﬁydequpment fne'pamcular
. cableopemtors’oorebwmnsmesaleofmmmmmbaseof
sezt—tol.)boxosorolhercat»lec:um»'nerg@gm~ Bemns&cabbeperaiovs -
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facev:gorouscompetnhonfrom DBS andothers,theyhaveevery incentive to

- maximize the eguipment- optlonsfor navngahon -devices, especlalryat retail.

If the- ban were o remain in place; it would throw a monkeyWrench mto the.
continuing:-MSO-GE discussions: regarding slandards for two-way.: Products

_That's because cable’s set-top box suppliers: nnmedlatelywouldhave to start
" making POD-enabled hosts:and PODs built to curvent standards for. operator

deployment in-2005. . OnehmebeneﬁloﬂheMSO—CEAgreemem:smatme _

specifications for "plug and play” products are mutually agreed-to by.

‘operators and manufacturers. That's-not rue of the current.POB-or-host
standards. ltmakxnosensemkeep#ebannplaceandforcecable
suppliers:to waste remendous: resources. building PODs.and host.devices .

- based-on the existing two-way specifications; when ongoing:MSO-CE.

negotiations may restit m%toﬂmveryspecﬁmhmsiobeﬂer

'facmateiwo-wayretanlprowas.

THE INDUSTRYS 2001 COIIMHMEMTTOALLOWING BEI‘AI_SM.ES OF
_ INTEGRATED:SET-TOP BOXES HAS CHANGEDTHE FAG'R‘]AI: BASIS
UNDERLYING THE2005 HULE. 7 )

'lhe rationalefor the banwas. basedonmeasmmmhatnlegmtedset- .
top boxoscmﬂdoormtobeavamg_zvmnghmembleoperator
The Commission explicitly justified its decision 1o baniin ‘set-top
box&eonthebasnsthatTaﬂomngMVPDstheadvamageaofhemgihem
entity offering bundied boxes [i.e., integraled boxes with embedded:security]
couldadverse!y‘aﬁeclmedevebpmentofﬂmeqnwmmket, and that -
accordmgly“mepmmmhononmbgramdbo)malbwsforewaloompehhon

,mmemanwtplace.

Gwenmecablemdusuy‘scommmnemmammeverysamem_,set-
topboxespmvndedbycableoperatorsthemselmbbemademlableto

aﬂcablecustomers.

'Byallo\mng reﬁlersbselmtegrahdseﬁopbmﬁntaemmﬂmse -

the operator leases, the cable industiry has fully addressedithe-retallers’
conoemthatoperaiot—leasedmegtaiedset-tep bomaxesmem:wdigital

- ABAN: ONIMEGRATEDSETTBPBOXESWOULDSUBSIAWELY

INCREASE-EQUIPMENT. COSTS (AND'MONTHLY L PRICES) AND-
REDUCE EQUIPMENT OPTIONS FOR'CONSUMERS. - S

AsChamnanPowelobservedmdnssetlmghmemmmn‘is

eﬁechve cbonceioreonsmers. Yet, msnsprecvseiywhatmebanm

C . 1714606

_Even in defenmtoﬁxeFCC’spnordeasnon,ﬂneDG.nggwledmat '

“consumers. m;ghthave chosen nottopmchase tetailadevmiel:perfecﬂy
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. . sensible-economic reasons — because,formslance thereareeﬁiclency

gains captured in-the manufacture of an integrated box thatiead:t 1o cost

" less” and that “the integration bandoosnothmgmremandenythe most

cost-effective product choice to consumers — an ironic ouhcomefﬂran order

implementing ‘one-of the most pro-oonsmner, pro—compehtwe pra\nsmns of

the Telecom Act.”

'1he20021-|ouseTelecommncam SuboommMesDTVTransmonstaff

discussuondraftmakosﬂussamepomtmpmposmgehmmmoﬂhe
integration-ban. AsChamnanTaumrecogmzedmhisopem»gsta!ement
during: the hearing on the: discussion draft::*[integrated boxes:may:very well
bemoreoomementandleesexpensweforoonszmrs—attheveryleast '
merelsanoﬂlerdionoeforconsm)ers. <L

Therelsamplerecordewdenceshomngthepotenbaloost advantac
omerbeneﬁtsmatmmgratedset—topbomoﬁertoc:mm NCTAhas
shown that.a. POD-host combination-would cost a cable operator..
appmmmately$72to$93moremananmtegrawdset-bpboxpedonmngthe
same functions. Thlstranslatwmanaverageeormnerpncemcreaseof
betweenapprommately!;z.ooww.OO‘pethoreachbase&
combmhon(assummbothmePODandhostarerate wiated);.
aﬁve—yearandﬂwee—yeardeprecnableife,respecmely

-Even usnngheoostﬁgmallegedbyretailersnﬂwown_gg_e,ﬁlmgs-

which NCTA continues 1o believe subsiantially understate the added costs

associated with-a POD-host:combination — mplememabomotmebanon

lntegrated set-top boxeswouldmposehundreds ol dollars i
costs ¢ 3

-byconsumersvaﬂmocorrosporﬁngpubmmterestbm‘ LN
Indeed, mebanwouldforoecablesubwberstobearﬂmeaddedcosis

.valueforcomrswhoprefertoie_a_se_;, mﬂmﬂmm&iarset-top |

boxas, becausethose bom staywibnmoperabfscahlesyslbm.

- .Thebostpubﬁcpoﬁcysbensmeﬂntmmersmdmﬁ»equmem
- option that best fits their preferences. - While some consumers:mmay: prefer the-

mmh%mmmummwmm"@mmwbya
cable operator or a retailer, others.may prefer:ihe: different fealtwes:offered in
a POD-host combination.. As:Chairman Powell has observed; liebanon - -
integrated.set-top boxes forces cable operajors:to make:procrremerit and
technology decisions:"so as io-aveid the potential for siranded ¥wvestiment;

' notonthebassofwhatmgﬁvtbebestforﬂmrumnersf By:eontrast, if the

ban is eliminated, cable wesiments: ammonsxmegumem

equipment |
) .pncoswnll (asmeyshomd)bedmenbycormlerclmandzwnpeﬁhm




