
August 13,2003 

Ms. Marlene H Dol-tch 
Federal Communications Commission 
Office of the Secretary 
445 12th Street, SW 
Washington, DC 20554 

RE. Ex Plirle Presentations i n  CS Dockel No. 97-80 (Implementation of Section 304 of the 
Telecommunications Act of 1996; Commercial availability of Navigation Devices); PP 
Docket No. 00-67 (Compalibility Between Cable Systems and Consumer Electronics 
Equipment); and MB Docket No. 02-230 (Digital Broadcast Copy Protection) 

Dear hls. Doitch 

This is to notify the office of the Secretary that on August 12, 2003, Fntz Attaway of the Motion 
Picture Association of Amenca, accompanied by Paul Heimbach and Anne Lucey of Viacom 
Inc , Richard Bates and Troy Dow of The Walt Disney Company, and Linda Bloss-Baum of 
Vivendi Universal Entertainment, held a senes of  expparte meetings with the below listed FCC 
Commissioners and staff members: 

Commissioner Kathy Abernathy 
Stacy Robinson 

Johanna Mikes, Office of Coinmissioner Adelstein 

Paul Gallant. Office of Chairman Powell 

Kenneth Feme. Media Bureau 
Rick Chessen 
Toni Horan 
Susan M ~ I I  
Deborah Klein 
Mary Beth Murphy 
Stevcn Broeckaen 
Michael Lance 



Allison Creenwald 
John Wong 

Thc meeting covered matenal submitted to the FCC in  the Joint Comments of the Motion Picture 
Association of Amenca, et al. on March 28, 2003, and Reply Comments on Apri l  28, 2003, in  
CS Docket No. 97-80 and PP Docket No. 00-67, and in  Joint Comments on December 6,2002, 
and Reply Comments on February 20,2003, in MB Docket No. 02-230. 

The ex park presentations focused on the following points 

Adoption of a "Plug & "Play" regulatory scheme should be based on multi-industry 
negotiations where a l l  intcrested parties are provided an opportunity to participate. 
Subpart W is not necessary to achieve interoperability of cable interface devices. 
Subpart W issues should be resolved by marketplace negotiations among content owners, 
distributors and ultimalely users. 
Subpart W forecloses new business models by imposing regulated, mandated content 
usage rules. 
Content providers and other intcrcsted parties should have an opportunity to participate in 
an open process to select new, protected outputs and de-certify previously protected 
outputs that have been compromised. 
Subpart W perpetuates the analog hole and discourages a complete transition from analog 
to digital. 
Thc same product cycle concern that supports prompt action on Plug & Play requires 
prompt action on Broadcast Flag. The first generation o f  Plug & Play receivers should 
not be rolled out without the broadcast flag technology. 

In addition. the attached document, "'Napster-ization' Threat o f  Video Content Growing." was 
handed out to some o f  the meeting participants. 

I n  accordance with Section 1.1206 o f  the Federal Communications Commission rules, this 
onginal and one copy are provided to your office. A copy of this notice is being delivered to the 
parties mentioned above. 
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"N apster-izati on" Threat of Video Content Growing 
(Pan 111 111 d C'unicnl Digiluation Scries) 

L~ulnnrary: Precursor cautioiis investors not to underestiiiiate average compounded growth rate for U S. broadband advption 
the  growing impact of digital video piracy and i t s  threat to for the last three years is over 100%. Roughly 19m U S .  
content providers such as VIA,  DIS, and FOX Techiical households subscribe to a broadband service Conservatively, 
h m w s  to I>htming  video content w i l l  likcly conliiiue to lessen high-speed access lines could grow 20%-25% annually fur 
w e r  tinle linproveineiits in copying, compression and storage, the next two years. Innovative applications that improve the 
die growth of broadband. and the increaxd ability to transfer distribution of content. especially large media files, are Creely 
L ~ J i l l C l l t  hetweci i  dcvices wi l l  g i v e  conwmer.\ imorc coiitrol o w  available eDorkey and BitTorrent efficiently split fila into 
lhow u'hcii, 2nd wheic vidco content w i l l  be viewcd Whether snal ler  parts. making those pieces immediately .wiilable to 
cuiiuiners do 20 lawfully or no1 dcpcnds iii part v i i  how quickly other users through balanced uplodding and downlvadiiig ( C )  
m d  succedul ly  content owners react Precursor believes Displaying Content: Easier to View and Store. The ability to 
Hollywood has roughly a two-year winduw to make easily transfer downloaded video content to other devices for 
substantial progrchs iii protecting i t s  content and offering viewing wi l l  enhance the utility of P2P 802 I l g  and Ultra- 
conipd l ing alternatives to i l legal file-sharing. Otherwise, & Wideband, with [heoretical bandwidth speeds of 54 Mbps and 
induitrv's ability to lullv inonetize segments of i ts video release I00 Mbps rcspectively, w i l l  enable better streaming of large 
- cl i i~ i i l  L~III  lihelv be cnnpled bv Erowing piracy tiles f rom the PC to TV. Additionally, the immct of increased 

storage in  digital video recorders. DVD players. and PCs w i l l  
TheJt UJ Videu Conten/ Shadowing Music. Illcgal swapping of likely erode the aftermarket value o f  Hollvwood's television 
vide11 coiitrnt still pales i n  coinparison to audio files However, and movie content. as consumers save more video files -60% 
I'wcui ,VI hrlrncr the rhteur.\ 10 Hollywood will rump up, as yearly increases i n  disk storage capacity and -40% yearly 
linding, downloading, and displaying Lontcnt hccomc Casicr decllnes in cost pcr megabyte of storage price feed this trend 
aiid more widesprcild Some good proxieb of video content 
the11 already e u a t  The sale of blank media is becoming Release Windows Open Io Business Model Threat. 
substantial 16 ini l l ion blank DVDs were shipped in the f i r s t  Hollywood's business model is based on a series of theatrical 
l i v e  i i iontl is of '03,  perfect for burning large video tilcs Over release windows, timed to maximize revenue. Films typically 
71)in ~ o p i e s  kif  D i v X  5 O-coinpressioii software key to transition from theaters to home video. pay-per-view. video-on- 
elticiently storing and distributing content--have beeii demand, networkkable television, and syndicated television- 
iluuiiloiidcd Finally. the Mot ion Picture Asociation of each roughly every six months As consumers gain access to 
Ainericd (MPAA) estimates uver 600,OllU video files are pirated content. Hol lywood i s  losing i ts t ight grip on the 
traded daily Ihrougli liiternet channels (P2P. IRC) timing and control of these windows In defense. studios are 

shriking the windows, but the monetization of down-market 
The Hursle uf Cupying Video Diminishing. (A) F ind ing omortunities IS laraelv based on the success of content in 
Content: M o r e  Available on PZP. A dozcn widely utilized carlier windows. 
P2P iietworks. along with lntcrnct Relay Chat and File Transfer 
Piotucol. provide coiixuners with many lilc-sharing Illego1 File-Swapping Defenses. Studios are facing an uphil l  
upportunities With an average of 6-1111 pcuple connected to battle in thwarliiig vldeo piracy The effectiveness of their 
PZP networks daily, the ability to find any type of content defenses w i l l  be gauged i n  upcoming Precwsor Research 
illegdlly is much greater than o n  industry pay sites The pay (A) Paid Content. Studios are offering subscnption and one- 
services iiiust negotiate liccnsing agreements for onliiie off hales o f  inovies, bur wrth Iirnrrrd viewingperrods (B) Tech 
distribution of content, a tiine-intensivc task that delays and Solutions. ( I )  Rollout of the Broadcast Flag, with Its 

somctiines excludes the availability of content Sources of questionable abil ity tu coinpletely stop illegal distribution of 
tllegally traded video include stolen master studio prints, videv T V  contcnt, w i l l  l ikely be lengthy and complex (2) Studios are 
Llliiiciri ihcakr hpings. recordings of broddcdsl television, and "spoofing" (uploading bogus files) and ''Sfllffjflg" (identifying 
~(lmprcbbed copies of U V D s  Though quality varicb much of i t  users by IP address) to thwart illegal f i le sharing. but P2P IS 

I \  pnssable, including television content, which i s  mostly fighting back with file-sharing upgrades that preview content 
hlripiicd 0 1  advertisirig (6) Downloading Content: during downloads and anonymizes IP addresses 
Broadband Dr ives PZP. Downloading video i s  difficult (C) Education aiid Lit igatiun. Precursor doubts induatry can 
wlthoul Iiigh-speed dcLes5, but the nuinbcr o f  broadband uscra substantially slow digital thee just through educational 
illid tlirougliput capabilities are more likely tn increase The campaigns and subpoenas * * * * * 

6 Pre<tzr W I  C , s f , Y '  A d ~ m w c  Ll.1 2OOJ Ail n g h i ,  ~ e w v v ~ ~ t l  R * ' r r u n ~ m i , i i n n  10 t~',nml&r,~cm nithhimi urmin i'erniiisionprohlhrrrdd fic,thw I'rccursor Group Aduou! 1 n ~ r  Ihrur&ar 
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Digitization Undermines Content Value Model 

Early Evidence Suggests Video Copying Is Shadowing Audio Piracy ... 
Video 

18 million 4 

(monthly) 

Audio* 

2.6 billion 
(monthly) 

16 million DVD-R 3 t i  bill ion CD-R 
(Jan-May '03) ('02) 

*Primarily "ud8"/iles 

... AND Hurdles to Widespread Video Copying Diminish As It Gets Easier to ... 
Find Conlent 

l i l e  sh;uing applications available 
with 6-7in users daily 

. 300k daily dowiiloads ot K Z a a  
software 

70111 I downloads of  UivX U V U  
compression sofwaie 

- Over a dozen widely-used P2P 
Capture Content 
2003 combined cable & DSL residential 
hroadband lines of 1 X  5m, conservative 
estimate over 25m lines in 2 years 

At 700 kbps i t  takes 15  hours to 
download a high quality uncompressed 
D V D  movie, but only 2 hours to 
download a typical compressed movie, 
and -30 minutes for 1'V shows 

-60% yearly increase in disk storage 
capacity and -40% yearly decline in cost 
per megabytc of storage 

..Display Contenl 
* Wireless home networking solulions 

geared toward video introduced this 
year 

- 802 1 Ig  wireless networking 
(WiFi) standard guarantees decent 
video streaming capacity ofup lo 
54 Mbps 

solution for video distribuuon at 
short ranges. with streaming data 
rates of 100 Mbps 

- Ultra-Wideband is an ideal 

... Compressing the Ability to Fully Monetize Content by Shortening Release Windows. 

/ he  "Release Window" Is Dependent on 
Coii!rolling timing o f  Lontenl release Leading to the maximization of 

revenue over an extended period of lime - Offcring ditkrcntiatcd viewing windows 
. tieiirrating inoilerdry succcsb at each window ._ Ultimately Threatening 

~ - .  . , 
I*if f I ~~~ ~~ ~ ~ 1 -1 ~~ ~~i ;_;I . i - . i  n 

~ ~~~ . . 
I~liratcrt. Home Video Pay-Pcr-View Cable Pay T V  Network Syndicated 

(Dvn:viis. (11110. S h o w l w c l  and Cable TV 
I 'urLhndlienlal)  

brut "Release Window" 1 , ~  Threatened A.F Consumers 
. tiam rarlicr a ~ x s  10 coiitent lhrough piracy 

. Ilcdt\lrlbuic contcnt through copying or Iiiternel 

Pressuring revenue as the size and 
t im~ i ig  of  each window is compressed Slwc wntrnl  for extended and mulliple viewings 

Content Driven Revenues 

Box Ofice 

DVIYVHS 

CablciPay-l'er- 
VlCW * 
$4Yb 


