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EX PARTE

Ms. Marlene H. Dortch
Secretary
Federal Communications Commission
445 12th Street, S.W.
Washington, D.C. 20554
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'·:'l";::nn­

"

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,

lsI Neal M. Goldberg

Neal M. Goldberg
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Attachment

cc: Commissioner Jonathan Adelstein
Sarah Whitesell, Legal Advisor
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THECABLE.'INDUSTRY'.HAS.MADE.A:fIRM;·COMMlTMENT,m,:FACttSTATE·
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, .AN~F.ACTURER'AGREEIIENf:~;~..AND:·Pl:AYW.·D1¥.;PRQP~w
-..- . '.

• TheMSQ-CEAgreementand:~cabI&indusbyactioris:~any
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• ~..~e.integrated.~·~ tJave;notto-~~~;SoIdat.
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facevigorous.competition from·DBS·imdott1ers; 1heyhave'~'incentive to
maximize·tlle.equiptnent-options:frirrlavigation.~ ~.m retail.

• Ifthe·ban wereio·refllain.inplaCf)i ih'vooldthrow'a rnOnkeY~I,CJlJnto.the.
contiooing·MSO-CE disCUssions: reg8rtlng~rds.for ~}!;PtOducts .

.~$becausecabldsset4opbOx~'imniediately.~hav~tostart
. making pQO.;enabled"losts.ant"POD&built,bcurrent~~~.Operator

dei>ioymentin,2005~. one;~:beliefit ~·the.Mso:CEAgl~nfis:tbat"the· .
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. based on the existinglwo-way~·whenongolQ5f.~E;
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. facilitate two-way retail products... '. . . . .
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• Theratfonale·forthe·ban-was.basedon1he..~:~~:set-.
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accoi'dingly "the.prohibition or1" integrated'beXes,~for.·ef.tuaI.~petition .
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• Giventhe:~indus1ry":~comm;tment1&.aIIow the veJy.S8Q)8:irilegiatedset.,.
topbo)(eS,,>rOvided:by'~op(H'ators,~·lobe.mad&~l8b1e·to·
COf)SlIBleI's:.throughjndependentrefail.ouUeIs;.appIying;"~s
own· .... .the ~.cart"nO·~·'b&jJstified,,~: .'.
the.·~added·CostS:.whiCh:~,of~1h&baft~:~ ..
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• :ByalbMng·:re18iJerS:to.sellntegratedsel-qJ.boxes,1hatare~ide.licaUo. those..
theopeFa1Drleases.1hec:able~:~~~~ .:
c:oncemthatoperator:~·~:~·boxes·are;~.to-diQitaJ.
.h6st~with:seperatesecurity;..· ....' . ..':

Ii BAN:ON.INJEGRA"JED:sEJ;;.T.(jp·:BOXES.'Wouto·:SUBSr~Y·.
INCREASE.~ENJ·~(~:~bYl'FASE-~)_D·
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•. As Chairman.Pc>welobsetvedin:~::to1he200~'):~.it,'·is
~:to:Qoodpublic.poIiCy(Io'i'emQYeJi'om1hemarket·a~coSt""
effectivechoice.for~· Yet;.Ihis..~,PreciseJyWhat;1fie;~dOes •._ .'.

• EVenindeferritiglo.theFCCs·prior.~.tbeo.c~Circuil:~·that.·
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- .sensible economic reasoJ1S'- because. for instance.there·are~
gains captUred. in-the manufacltireqtan inteQrated bOx thatje8cUU~)::Cost·

.' less'" ~ -that "the integra1ion~~-nothjng:more:tharid.8OY;,lhe~,inost

cosl'-effective·product choiCe·to coi1surners -,. an ironic~mr:an.order
.implementing 'one·of thempsf~er.'pro-competiiive:PRMsions of
theTelecom-Act... . -. . - ~:.
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• The 2OC>2HouseTeIecomrnuriicationssuboommittee·sDTVTiatlsitiOn·staff
diScussiOn draft:makesthiSsam&.poit.t:in,~·elirriinatiOn:~jne,
integratiot1·.ban. As Chaiffll8)iT~recogmzed·in.his'·~i~ent
during. the'hearing on 'the: disals$lOru.rafl:''![iJntegJ'8tedboXe$~Y'very·well
bernoreCOllVenientaoo.Iess~·forconsumers--at:~~;Jeast,
there is anotherchoice for- consmner.s.- .,' . ,

• There is.ampIe record evid8nce·~,~potential·cost~e$.and
othei·benefits.thaUnteQrated.seHq)box.esoff&rto~:IiiCfA·has,
shownttiat.'it.POP-host~n.ation:·wouId·costacable-~.. '_. '
approximately $7.2 to.~~1baI)·.an·iJl!egrated'set-top·~x,~.ing··the

same funclions. Thistrailslate&"'._.a~~~;~,of
betwee.rJapproximat~$2.OQ~tO$aOO-pet·riMiw1Ihfor·eacb.~:eoi);.host
COmbination (assuming:boththe:-POPBnd-:hOst'ar&rate~J~lasedon
a five-year-8nd·three year-c:Jepreci8bIe _respectively. ":' - '.', . ._-

• -Even using the:cost tigure&aIIegecJ:by.:retaiIeJs in their own::g;pari&:Jilings-­
which·NCTAcontinues·tobelieYe-'~~~~:C::osts '
associate.dwitha'POO·host~~~__:~,:on

integratec),set4op~boxeswould~huncbdS.of millioriS::Of:~in'.'
additionaI:eqiJiprnept·costs:orl:~·.:AIXUtleS8icostS~b&bome

.byconstJirlerswith'nO~:~JAterest::benefil·.-. -",-, :

• Indeed the ban woUktfurCe·cilbte.StJtisCriI)ers·to'bearthese;:.addiech:OSts, .. .: .-.-. . : - .- ..-.... .

.eventhough:tbeenhance4:~:Of·~·host~-~~added··
~iJe for-~-who'~~:~:1han~::tbeirrset-top

boxes,beCause~ boxes:stay:~~.operakM'"s·~~- - -
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