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November 13, 2006

Hon. Kevin Martin
Chairman
Federal Communications Commission
445 12th Street, S.W.
Washington, D.C. 20554

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

Dear Chairman Martin:

On November 7, 2006, Microsoft Corporation joined other information
technology ("IT") and consumer electronics ("CE") companies and the Consumers
Electronic Association to present to the Commission a comprehensive proposal
("Proposal") to achieve bi-directional digital cable compatibility and address related
issues. l Microsoft took this step with other IT and CE companies in an attempt to resolve
the long-running issue of retail navigation devices so that cable companies can obtain the
waiver relief they need while at the same time attaining the goal of commercial
availability for "low-end" retail navigation devices, first adopted by Congress in 1996 for
two-way "plug-and-play" devices. Microsoft is especially interested in this proceeding
because the Windows Media Center Edition PC ("MCE") and other Microsoft products
are poised to give consumers an interactive video experience that they evidently want,
given the success MCE has enjoyed in the market to date having shipped 20 million units
worldwide as of October 2006.

Notwithstanding our support for the Proposal, I am writing to emphasize
Microsoft's position that this proposal is consistent with a principle we adopted regarding
the aggregation of cable services. One of our goals in support of the Proposal is to avoid
any mandated disaggregation of Cable services, and thus the Proposal alms to achieve
both the objective of enabling retail devices and ofpreserving the cable industry's
business strategies. As set forth in a joint letter nearly two years ago from Microsoft,
Comcast and Time Warner to the Commission seeking an extension of the integration
ban, "Messrs. Britt and Roberts stated that they understand, and in fact, fully support the
creation of an enviromnent in which consumers have a maximum of choices available at

1 Letter from Consumer Electronics Association, et aI., to Ms. Dortch, "Proposal for Bi-Directional Digital
Cable Compatibility and Related Issues," CS Docket No. 97-80 (Nov. 7, 2006).
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retail for fully-functional digital cable products they might wish to use directly with cable
..•." 2 The letter then added: "Mr. Mundie acknowledged that it is this objective, not
the 'disaggregation' of cable video content from navigation, that should be pursued.,,3

Furthermore, in its comments on the Comcast petition, Microsoft acknowledged
that waivers of the integration ban for "low-cost and limited-capability" STBs may be
important to promote subscriber access to digital content both before and after the DTV
transition.4 Because grant of the waiver must not undermine the statutory mandate of
Section 629, we urged the Commission to ensure that other manufacturers can provide
consumers with the same "limited capability" devices.5 The Proposal enables the
Commission to grant the waivers and adopt a regime that enables other manufacturers to
make competing products. Thus, this Proposal helps the cable industry achieve a short­
term objective and is consistent with the cable industry's long-term strategy.

Nothing in the Proposal should interfere with the ability of cable operators to
aggregate content and to establish and control the "basic look and feel" of its offering,
including, for example, the exact order of the channel lineup, the specifics of any and all
VOD offerings including placement of any artwork and text in the user interface, service
branding, and advertising within the guide and VOD storefront. In fact, the Proposal
specifically enables the delivery of metadata, including business rules, which could be
used to implement the cable-defined user experience on retail devices. Although some
specific application functionality that operators may have authored into proprietary
applications on their leased low-end set top boxes may not be possible to represent in
business rules metadata, we believe that the proposal, nevertheless, could be used in
concert ~ith normal business arrangements to ensure the delivery of the essence of the
operators' consumer offer.

We agreed to support the Proposal because it represents a technically feasible
framework from which a solution to retail navigation device availability can be achieved.
We also think it could provide a vehicle to insure that the existing one-way CableCard
systems could be kept viable as the Cable Industry begins to implement switch digial
video systems, which require some type of two-way communication in order to continue
to work properly. It seeks to balance the concerns of the cable and the CE/IT industry to
bring consumer choice to the market for these devices. We believe the proposal is
practical by incorporating existing standards for interactive functionality. Leased as well
as retail "low-end" boxes could be made available to consumers for the DTV transition

2 Letter from Paula Boyd, et aI., to Ms. Dortch, CS Docket No. 97-80, at 2 (Feb. 24, 2005).
3 [do
4 Comments of Microsoft Corporation, Comcast Corporation's Request for Waiver of 47 C.F.R. §
76.1204(a)(I), CS Docket No. 97-80 (June 15,2006), at 2.
5 [do at 7-11.
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while maintaining cable's ability to provide consumers with aggregated content on any
device (with or without OCAP) over the long term.

We believe the Proposal presented is a workable approach for enabling CE and IT
manufacturers and cable providers to collectively serve the consumer market for
navigation devices. We look forward to working with the Commission and all parties to
craft the right solution.

Sincerely,

d1~# /.VY;Yf'fc,vp-ctcc

Craig Mundie
Chief Research and Strategy Officer

cc: Commissioner Michael Copps
Commissioner Jonathan Adelstein
Commissioner Deborah Taylor Tate
Commissioner Robert McDowell
Ms. Marlene Dortch, Secretary (CS Docket No. 97·80)
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