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ADVERTISING AND MARKETING PRACTICES IN
THE SATELLITE DISH INDUSTRY

SATURDAY, FEBRUARY 15, 1986

House OF REPRESENTATIVES,
CoMMITTEE ON ENERGY AND COMMERCE,
SuBcOMMITTEE ON COMMERCE,
TRANSPORTATION, AND TOURISM,
Santa Fe, NM

The subcommittee met, pursuant to notice, at 915 am, in the
New Mexican Room of the La Fonda Hotel, 100 San Francisco
Street, Santa Fe, NM, Hon James J Florio (chairman) presiding

Mr Frorio Good Morming The subcommittee will kindly come
to order I'd like to welcome all 1n attendance to this duly author-
1zed hearing of the Subcommittee on Commerce, Transportation,
and Tourism of the Energy and Commerce Committee of the House
of Representatives of the United States of America This 18 a com-
mittee hearing that 1s required to and will be conducted 1n accord-
ance with rules of the House of Representatives Accordingly, let
me at the outset apologize for the delay in commencing the hear-
ing Our court reporter had some automobile troubles getting here,
and part of the rules of the House 1s that the hearing must be con-
ducted with a court reporter present and recording the proceed-
1ngs

I want to welcome all 1n attendance and particularly express my
appreciation to Mr Richardson for inviting us here to deal wath a
very serious problem that 1s within the commttee’s jurisdiction
Mr Richardson 18 a very active member of our subcommittee 1n all
areas of the diversified jurisdiction of our subcommittee We deal
with transportation We deal with environmental matters We deal
with trade matters, matters of commerce, 1n general And of course
we deal with the subject that we’re dealing with today, matters of
interest to consumers

Mr Richardson has taken a particular interest in the whole area
of consumer protection Therefore, this hearing on advertising and
marketing practices in the satellite dish industry 1s within the ju-
risdiction of this committee, and 1t 18 one that he has asked us to
focus on and we will do so

The satellite dish industry 18 a high-growth industry Since 1979,
when satellite dish antennas first became available, more than 1
million Americans have bought these systems, believing that they
would have unrestricted access to satellite-transmitted cable and
commercial network programming Recent decisions by cable-
owners and commercial networks to scramble their signals mean
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2
that the access dishowners have to certain signals may be restrict-
ed 1n a variety of burdensome and potentially expensive ways

This subcommittee, therefore, wishes to examine the need to pro-
vide consumers with better information about limitations that may
apply to satellite dish reception In addition, we look forward to
hearing the views of the witnesses about how to ensure the avail-
ability of satellite transmissions at fair and reasonable costs to
dishowners

We have a long list of witnesses, and we are required to be fin-
1shed by noontime So all the witnesses who have written state-
ments will be entitled to place their written statements in their en-
tirety into the official court record today We would ask our wit-
nesses, therefore, who will be brought before us 1n panels, to sum-
marize their statements, intending to keep their summary state-
ments to approximately 5 minutes, so we can have the balance of
the time for the interaction, which 18 the most valuable part of
these congressional hearings between the Members and the wat-
nesses

I would at this point now recognize and thank again my col-
league from New Mexico, a very aggressive Congressman 1n seek-
ing the public interest, someone who has been a tremendous help
to me as we’ve tried to address very important 1ssues 1n the Con-
gress 1n our subcommittee I'm pleased to recognize Congressman
Richardson

Mr RicHARDSON Thank you, Mr Chairman I would like—

Mr FLorio The rules of the subcommittee do not allow ap-
p}l:iuse, but we will waive that rule one time, and we have just done
that

Mr RicHArRDSON Thank you, Mr Chairman I would like to
extend my sincere thanks to you for holding this hearing The
1ssues surrounding the satellite dish and cable programming indus-
tries are very important in my district, and therefore your interest
18 most appreciated I would also like to extend my thanks to those
of you that have come to give your expert testimony and to every-
one 1n the audience who 18 concerned about these 1ssues

Over the past 5 years, a market has grown 1n distributing home
Earth stations or dishes capable of intercepting the transmission of
cable networks The number of home Earth stations has grown
from 4,000 1n 1980 to almost 2 million today There are also 40 mil-
lion cable subscribers throughout the country While the growth in
these industries has brought about some problems with competi-
tion, marketing and distribution of cable programming for dish
users, I believe we're all reasonable people and that ultimately eg-
witable solutions to these problems will be found

Satellite dishes are important to my district They have afforded
many of my constituents the ability to watch TV who have never
been able to do so Dishes now provide many rural Americans with
essential services which had previously been available only
urban areas

I've always been a strong supporter of the cable and satellite
dish industries I'm a cosponsor of HR 1769 and HR 1840, both of
which would give the dish and cable industries the time they need
to establish orderly and equitable marketing systems for the pn-
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vate satellite dish user I'm also an ongmal cosponsor of the Cable
Communications Policy Act

Briefly, Mr Chairman, HR 1769 and HR 1840, which are two
bills that have generated tremendous interest throughout the coun-
try, will do the following

HR 1769, the Satellite Television Viewing Amendment, would
establish a 2-year moratorium on scrambling of signals Its stated
purpose 18 to allow time for the establishment of a marketing
system to permit private viewing of the signals by home satellite
users It’s not intended to stop scrambling forever

HR 1840, the Satellite Television Viewing Rights Act, proposes
the establishment of permanent Federal regulation of the condi-
tions under which scrambled programming would be made avail-
able to owners of dishes Private viewing would be permitted upon
compliance with the prices, terms, and conditions established 1n
the marketplace or, if necessary, those established by the FCC to
ensure the availability of such programming at reasonable rates
and conditions

In addition, 1t would prohibit the purchase or lease of decoders
from specific sources This bill 18 designed to take care of some of
the problems many of my constituents are complaining about
Farst, the cost of HBO cable programming subscriptions should not
be higher to the dish user than to the cable customer Two, that
these services should be available to the dish user The bill would
also prevent cable companies from monopolizing the sale of decod-
ers And such a monopoly 1s of grave concern to many of my con-
stituents, and viewers fear cable companies simply would not sell
decoders

Mr Chairman, section 5 of the Cable Communications Policy Act
of 1984 clarified the rights which backyard dishowners have to es-
tablished cable programming Under the terms of the act, a back-
yard dishowner may receive satellite cable programming for pn-
vate viewing, provided the programming 1s not scrambled or that a
marketing system has not been established to authorize private
viewing by TVRO owners

At the same time, Congress made 1t clear that violation of Feder-
al law would continue to occur where there 1s interception of those
signals for commercial purposes, interception of noncable program-
ming, such as network feeds to affiliates, or failure to pay for satel-
lite cable programming where a means exists to do so

Unfortunately, considerable consumer confusion exists as to
what the statute does and does not allow This confusion has been
heightened with the recent scrambling of HBO’s and and Cine-
max’s signals 1 would like to quote from two letters I received
from constituents

When we were considering buying our satellite dish, I asked the salesman out-
right if these compames would scramble their stations His answer was no, because
1t would be too expensive for the companies to do so 1 feel these companies should
1n some way compensate their dishowners My family 1s not wealthy, and this was a
major expense Now for us to have to buy a decoder and then pay monthly for these
stations 18 not fair

I hope you do introduce a bill to require that dealers provide consumers with in-

formation about TV signal scrambling 1 was told, “No way,” by a number of deal-
ers And now, about a month after getting one, scrambling 1s starting 1n a big way
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For reasons such as these, I am considering introducing legsla-
tion which would require disclosure at the point of retail sale of
the rights and limitations of satellite Earth stations, as established
by Federal law My legislation would also require retail sellers of
Earth stations to include a similar disclosure 1 any contract or
other document of sale for backyard dishes

While I support a moratorium on scrambling, chances of its pas-
sage, regretably, do not look good Scrambling 1s already occurring,
and the industry anticipates a number of additional stations that
will scramble 1n the near future Satellite dishowners might have
to make additional purchases of decoders and cable subscriptions 1n
order to receive those signals that have been scrambled

I wish to stress that I am 1n no way trying to penalize or implh-
cate the satellite dish dealers, 99 percent of them are already dis-
closing this information to the consumer I am willing to work with
everybody 1n this room, especially the dealers, to arrive at a way
that the consumer can be protected My main objective 18 to protect
the consumer so that the consumer has the knowledge of rights, of
all implications, whenever he purchases a dish

So I look forward to working with many of you here as we devel-
op this legislation, which has not been introduced, which 1s subject
to change and amendment And I look forward to hearing from
many of my constituents today

Once again, Mr Chairman, I thank you for coming to New
Mexico

Mr Frorio Thank you very much We will now hear from our
first panel of witnesses Mr Lincoln Landis, of Satellite Systems,
Patrick Greer, of Walker Electronics, and Mr Donald Buttry, of
Buttry Enterprises Gentlemen, we would appreciate your coming
forward and taking your positions at the witness table

Gentlemen, we welcome you to our hearing As I'd indicated to
you and all the witnesses, statements that you may have will be
put mto the record in their entirety, and we would ask that you
summarize your statements We ask Mr Landis to please proceed

STATEMENTS OF LINCOLN A LANDIS, STARLINK SATELLITE SYS-
TEMS; PATRICK T GREER, FARMINGTON WALKER ELECTRON-
ICS CO., AND DONALD E BUTTRY, BUTTRY ENTERPRISES

Mr Lawnpis Thank you very much, Mr Chairman and Congress-
man Richardson In the interest of the public, we thank you for
this opportunity to present to the committee our views on the com-
plex 1ssues surrounding the fair marketing of satellite television
systems The extremely rapid growth of this new and dynamic -
dustry has created a number of questions about the potential use
and application of this technology that concern us all

It 18 1mperative at this critical stage of our industry’s develop-
ment that everyone be made aware of the broad range of benefits
that people throughout the country and the world stand to gain

Your presence here today demonstrates your concern for fairness
and honesty 1n the education of the consumer We, too, believe that
a better understanding of these 1ssues will benefit everyone It 18
our view that accessibility of programming by the public 18 of
major concern Much confusion has surrounded the details of such
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access The public has been subjected to much misleading and erro-
neous information since the Cable Communications Policy Act of
1984 Until recently, no one, not programmer, not cable distributor,
not satellite retailer, had a complete understanding of the direction
the industry would go 1n providing the public access certain to pro-
gramming

Recent 1mplementation of equipment assures remuneration to
the programmer and public accessibility to services that depend on
subscriber support There has been agsolutely no change in the
amount of programming available to the satellite dishowner

The committee has expressed 1ts concern with certain advertising
practices used 1n the sale of satellite dishes Some satellite dish re-
tailers as well as members of our sister industry, the cable compa-
nies, have indulged 1n providing incomplete or 1naccurate informa-
tion to the pubhic

Our recently formed New Mexico Satellite Industry Association
has set as 1ts primary goals public awareness and education, the
setting of industry standards, as well as self-regulation Groups
with similar intentions and goals have been formed in numerous
States throughout the country Our national trade organization,
SPACE, has actively been promoting high industry standards as
well as encouraging an honest and positive approach toward adver-
tising and consumer awareness, 1n general It 18 obvious that the
public has benefited from this approach There 1s no doubt that the
overwhelming majority of people 1n our industry share this philoso-

phy

Public education has been greatly hindered by a large amount of
misinformation promulgated by the cable concerns This 18 not the
result of the amateurish efforts of a small businessman, but rather
the calculated and well-orchestrated media blitz tactics of Madison
Avenue sophisticates This kind of approach has the obvious intent
of undermining the satellite dish industry as well as to maintain
the control cable companies currently enjoy This powerful group
will determine who gets access to what and at what price We do
not behieve that this serves the public interest

We have recently witnessed a rapid growth 1n the number of pro-
gramming services available to the public This wiade range of pro-
gramming goes far beyond the distribution capabilities of most
cable systems There are few cable systems in this country that
provide their customers with even 50 channels, and these systems
require a very dense population base to be financially feasible

In rural areas and even 1n less dense urban areas such as Santa
Fe, a satellite system 1s an economically more viable alternative to
someone who wants more variety mn programming than what 1s
available on the local system To many Americans, there 18 no al-
ternative

Another benefit of home satellite systems 1s a much higher qual-
ity of audio and video product due to the unavoidable amount of
signal loss inherent 1n any cable distribution system A satellite dish-
owner also has access to educational programs by accredited um-
versities as well as up-to-the-minute agricultural and business in-
formation and many high-fidelity stereo services and FM radio sta-
tions from around the country Your cable company technically
could provide these services, but the costs would be prohibitive
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We believe that the competition we provide the cable companies
18 1ncentive to improve their product No such incentive 1s present
1in the franchise system The cable operator commonly adopts a
take-1t-or-leave-it attitude with a consumer’s complaint He 1s
indeed the only game 1n town, but this changes when the customer
has an alternative

A fair price for access to programming would normally be deter-
mined quickly through the American free market system if there
were a clearcut producer-distributor-consumer relationship, but the
confusing cross-ownerships and vertical integration evident in the
cable industry are not conducive to the competitive mechanism
necessary for the free market system to work

We are extremely interested in the outcome of the current Jus-
tice Department investigation of the cable industry This investiga-
tion 1s a result of concern expressed about anticompetitive meas-
ures the cable faction has brought to bear on other parts of this
mdustry

We are pleased to see House bills 1840 and 1769 gaining wide
support 1n Congress These bills deal with, respectively, the fair
marketing of satellite program services and a proposed 2-year mor-
atorium on further scrambling until a fair and equitable marketing
system can be worked out

In closing, I would like to reiterate our feeling that positive
action by our trade orgamzation toward consumer education and
self-monitoring will preclude the necessity to legislate the disclo-
sure bill which has been proposed Thank you, Mr Chairman and
Congressman Richardson

Mr Frorio Thank you

[Testimony resumes on p 30 ]

[Attachments to Mr Landis’ prepared statement follow ]
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.STARLINK 1310 Osage (St. Michael's & Cerrillos)

SATELLITE PO Box 5014, Santa Fe, NM 87501 983 7800
SYSTEMS

These Progrimmers anticiPate bein® on the air in the next 12 months(

Almi TY Productions

Atlantis Entertainment Hetwork
Aloha Network

Arntmart

fArpolle Entertainment Hatwork
Eox Seat

The Buenaviszion Channel

The Channel Black
Chernneltainment

Comedy Entertainment Hetwork
Kidvid Network

Mag1cable

Mouxe?1me

Nabu-The ComPuter Network
Penthouse

Satellite Concert Hetuwork
Sclarvision

SPanish Universal Netwark
Studio LlIne

TY Store

¥i1deo Concert Hall
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SUBJECT HR 1769, HR 1840 and S 1618, SELECTED VERSIONS OF SATELLITE TELEV!SION fare
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" To sgremble, gg; ﬂmnbls, or Mmay prove to to be rather controversfal -
" words for many resicents in small towns anc rural areas who are using, plan to _use,

or in the process of using INOIVIDUAL EARTH STATIONS ™ HOME DISH ANTENNAE or SV

Vo e 2 IR - A AT S
Just lﬂ_ein old SATELLITE DISHES —u:.:_!lﬂu e "r:;"‘;:?f'*’t&':ﬂ':—\‘m* oo

~==*1n any event, it {s Suggestad that you promptly take ot of HR 1769 e
HR 1840 and S 1618 selected versfons of SATELLITE TELEVISION VIEWING RIGHTS
ACT AMENDMENTS to evgluate the need for such proposals to your D‘Istﬁcts and your _
respect,ve constituents. T

B - )
e s~ st ~

HR 1769 concentrates on a proposed 2 YEAR HORATORIUH ON SCRAHBLIHG to 1nsure that
falr Tates and competitive distribution systems are available for viewing scrambled
sfgnals with the use of descrambling equipmnt which 1s readﬂy available and affordable
to users L

P - - _— -— -
- '

HR 1840 and S 1618 will insure that {f and when signals are scrambled, access ~
will be provided at fair rates for HOME SATELLITE ANTENNA OWNERS 1t 1s reported thatu
CBS-TV and WOR-TY will not provide such access - - —

- oty T § Ve - .-

Once agafn, the concern 1s such that local qovcmmcntal entities are befng asked
to prohibit such receiving devices in many sections of the country Whether this s
good or bad remains a local determination, however, many people are concerned that any
action to restrict and/or eliminate fmedom of access to such signals without the use
of specfal equipment 1s an 1mposit10n on fndividual rights ~

To assist CRC Hembers {n this subject, we have provided a sm'rnar'y statement on
page 2 of this report for your preliminary information and consideration

You might wish to contact local residents in your Districts to determine the
impact of such actions and/or fnactions in your respective States and Districts ——

Should you wish to jJoin as a cosponsor of any of the proposed bills, please
contact the appropriate staff assistant Visted in the SUMMATY  sscecone

1

It s interesting to note that “The dish antenna nroduct 1nc1dental1v is
nredorn nEﬂt]V Amer1cﬂﬂ ﬂ\Anufactured 1 e Sy A -

™

Thank you
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COMMUNICATIONS DAILY FRIDAY, FEBRUARY 7, 1986

As result of "growing concentration™ in cable, operators "hterally
determine what the people th any commumty see — because they alone
control the funnel through which all of television must go," according to
MPAA Pres Jack Valent: In speech in Beverly Hulls, he said "One of the
big 1ssues we're going to have to confront 1s what I think 1s the growing
concentration and power of the cable industry I think it's stealthy, 1t's
invisible and ell of a sudden, 1t's there ¥ Twenty operators have 70% of alt
cable subscribers, Valent: sald, and top S have 40% Survey published Dec
2 1n our sister publication, Television Digest, showed that top 5 operators
had about 35% of total of 32 7 million subscribers served by top 100
operators
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H R. 1769, SATCLLITE TELEVISION YIEWING AMENDMENTS -
It (. 1840, SATCLLITC TTLEVISION VILWING RIGITS ACT OF 1385 - = -
- - - S 1518, SATCLLITE TELEYISION YILWING RIGIITS ACT OF 1985

- - - - M= o e
Congressmen WJ "Billy" Tauzin, Judd Gregg, Charle Rose and Eugene Chappie

have joined to introduce two bills to amend the Communications Act of 1934 to assure
consumer access at fair prices, terms and conditions to view satellite television
programming transmitted to the home and to euminate the barriers being raised by those
who are trying to slow the remarkable growth of this technology The dish antenna
rocuct incidentallv, 1s predominantlv American manufactured Senator Albert Gore,
Sr Nas tnlroquced & OILl Lo achieve Lne same oojectives iLne need for the legislation
exists because [mors o elavision (]:4d ine sepvicss, {ncludine CBS
x""‘\ (H‘n nnlwn:k =nﬂ WU R~ { sw OrKl nave snnounced DIANS to scramoie l‘!l-r
Qroe--mmlnn’i oeﬂimmng 10 Mig-vecemper LudS-1V 800 WUK-LY Drogrammmz wiil Not 2
nirtanls ma g sniAnng _Oowners, on anv terrs nis reijusay 10 provige service
severely aliects peopie WNO Live 1n smail 1OWNS ano rural areas that are’_beyond the re'u:h

of the network affiliate signal and cable service

pup—r

N
e
- Tesn. LT TR vre RS B i i
v

11 R_1769 orovides for & two-vear moratoriurm on the scrambling of satellite cable
programming 10 8lIOW G Lne development Oi & laif Sysiem 10 market tne programming
to home viewers 1n aceordance with provisions [or [air desling contained in H R 1840
11 R 1840 and S 1618 nrovide for several actions —

- A eman R

. Requices satellite television programiners providing scrambled
programming to make such scramblcd programming available
to home dish antenna viewers at fair rates and on reasonable
terms.and conditions -

.- PR -
L

hd As a last resort, the [edcral Communications Commission
(FCC) would be the arbiter to resolve any disputes. =~

Section 705 of the Cable Communications Policy Act of 1984 was enacted more than a
year ago to clarily the legality of home reception of satellite-transmitted
programming  Payment 1s not an issuc Homec viewers are wiling to pay a lair
programming [ee to any progrummer requcsting payment. No court has ordered home
viewers to pay a copyright fee . -t

R A0 R, 194 S 1518 are oriticnl to rurel aress where satellite dishes
are frmnsu“v the gne hnk 10 up-lo-the mintile ncws ANG tniormalion  LILSe OIUS will
cnsure that millions ol Americans have conlinucd access at tair rales to educational,
informational (weather, lvestock and agricultural, etc), sports, cultural and
entertainment programming T e -

Ta co-<nnncor 1L R, 1769, contact Robert Barker, 225-5206, in Congressman Gregg's
office 1o fo-<nonsnr 1L It 1540, contact Roy Willis, 225-4031, in Congressman Tauzin's

officc loro-sponsars_inis, contact itoy Neel, 2244944, in Senator Gore's office
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PACT SHEEET

S. 1618, Satellite Television Viewing Rights Act of 1985
H R. 1769, Satellite Television Viewing Amendments
H.R. 1840, Satellite Television Viewing Rights Act of 1985

I

1 The need for legislation exists because more than {ifteen television progremming
services, */ including CBS television network and WOR-TV (New York) have
announced plans to scramble thewr programming beginning in mid-December
CBS-TY and WOR-TV programming will not be available to home dish antenna
owners, on any terms This refusal to provide service severely affects people who
Lve In small towns and rural areas that are beyond the reach of the network
affihate signal and cable service.

2 The satellite earth station industry has always been willing to pay its fair share, it
does not want a free ride.

3 HR 1840 and S 1618 will ensure that if and when signals are serambled, that (1)
access 1s provided, (2) at fair rates for home satellite antenna owners Companies
such as ABO have only recently decided to provide access CBS-TY and WOR-TV
have said they will not

4 HR 1769 would place a temporary (two-year) moratorium cn scramblng This
period is necessary in order to establish fair rates and competitive distribution
systems for viewing scrambled signals and to ensure a sufflicient quantity of
simple to use, economical equipment so that viewers are not cut-off or priced out
of the market

S  The satellite services are seeking to cherge rates to home dish owners far greater
than ra*es charged to cable systems or cable subscribers (up to 1,000% or more)
This 15 because of pressure from some cable companies who {ear competition and

' warnt to price dish ownership out of the market. Many programmers are owned by
cable or television networks, e g, HBO, The Movie Channel/Showtime, ESPN,
MTV We want competition — all programmer plans to date are "cable friendly,”
selling through cable operators or through 800 numbers at inflated prices Cable
operators even want to control distribution through their own consertium

6 HBO wrote Senators Goldwater and Gore that i1t would not seramble fullime until
enough decoders were available for dish antenna owners. There will be two
million home dish owners by year-end It has been reported that only 100,000
decoders could be made available by the end of the year Enough decoder units
cannot be manufactured by January 15 when HBO s set to scramble, nor by the
summer when The Movie Channel/Showtime and CNN are to scramble.

* List attached
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4 MICROWAYVE, INC,

112 NORTHERN CONCOURSL
PO BOX W22

SYRACUSE NEW YORK 13221
k485088

Dear Affiliate

In response to the cable industry's desire for the scrambling of
programming services we are pleased to announce that Eastern Microwave plans
to scramble the satellite signal of WOR-TV effective March 1, 1986 While we
are currently working vith M/A-Com for testing of the uplink scrambling unit
and delivery of descramblers, we did want to advise you as early as possible
of our plans and policies

Dates Our plans are to test the scrambling system {rom January 15 -
February 28, 1986 It is recommended that you immediately order your VideoCipner
11-C descrambler from M/A-Com or Anixter (see attachad M/A-Coz letter) All
affiliaces are responsible for purchasing cheir own decoders Orders should be
placed by December 1 to allow for processing, scheduling and shipment De-
scramblers should be installed by December 15 in order to ensure that installa-
tion problems can be dealt with well in advance of the test period Upon
teceipt of your decoders, return to us the registration card which will accom-
pany delivery 60 we can authorize your units Your Eastern representative can
assist you if you have any questions on these dates and procedures.

Policies and Implementation While the majority of our customers pay

promptly, a small number of our affiliates have not renained current on their
accounts Also, we believe that in some instances affiliates have failed to
secure or maintain copyright authority ss required by our tariff Accordingly,

ve will require prior to authorizing your decoder that
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(1) Your account be current and, an the case of chronic late
payers, a deposat be furnished to secure future receivables

(2) An affidavat be furnished, an the form annexed hereto, stat-
ing that (i) you sre a "cable systen' as defined under the copyright law en~
titled to receive and distraibute the WOR-TV signal, (ii) registracion of your
carriage of the WOR-TV signal has been made with the Copyright Office, and
(111) copyright statements of account have been duly filed and payments made
pursusat thereto

These requirements are necessary to protect Eastern's status as an
exenpt carrier under the copyright law and Eastern aintends to verify the filing
of copyright statements, as appropriate, with the Copyright Offace Eastern
will provide sarvice only to cable systems and SMATV sSystems entitled to re+
transmit dastant broadcast signals as a "cable aystem" under the copyright
law This law defines a "cable systen” as " a facility that in vhole or
in part receives signals transmitted or programs broadcast by one o7 more tele=-
vision broadcast signals and makes secondary transmissions of such signals
or programs by wires cables or other communications channels to subscribing

members of the public vho pay for such service Under Eastern's Taraff Yo 14

governing WOR-IV service, each affiliste represents to Eastern thar it is
authorized to receive service and indemnifies Egstern against any damages
resulting from the affilfate's failure to secure and maintain copyright clearance
Appropriate revisions will be made to our FCC tariff and marketing procedures in
order to assure that all current and future customers comply with these standards
As you are undoubtedly aware, the scrambling project we are under-
taking involves substantial time, effort and financial outlay on the part of
Eastern However, we farmly believe that it is a vital step for our industry

and we intend to work closely with our affiliates to ensure a smooth transition
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BROADCASTING/CABLE AFFILIATIONS

NBC

RCA

GroLp W

Taft Broadcasung

Turaer Broadeasting Systems

bie atto

Part ownership of Arts &Eater-
tunment Netvork Lifeume
owas80% of ESPN

N/A et this upe

Has gnnounced plansta launch
NBC Cable Nevs aelwork 1n 1587

Just anaounced KUJ-band
sataflite dead vith HBO

Home Theater Netvork/Eveat TY
ovas Group W Cable

Part owaership of Black Entor-
tauament TV (ot veawre vith
TCI 1o buy and operate cable
systems

Owns WIBS Atlanta,Cable Nevs
Netvork Cable Headlioe Nows
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If you're thinking about buying
2 satellite receving dish for
your home don t let someone
coawvince you that you'll be able
10 receive all premium cable
1elevision services for free

Some premium services, ke
The Pleasure Channel and
ONTV are already electromeally
scrambled by the people who
produce the program service In
the next few months, Home Box
Office (HBO) and Cinemax will
begin scrambling their signals
with hughly sophisticated
electronic encryption devices
Later in 1985 The Mowie
Channel and Showume will
scramble their signals

This theft prevention measure
15 not imted to premium
services cither Some basic cable
television services like ESPN,
MTV and Cable News Network
have announced plans o
scramble their signals

Don t Ict someone convince
you that decuding or descram-
bling these signals can be
accomphished with the addition
of 8 cheap black box As legal
receivers of these satellite signals,
we have had 1o purchase a
special decoder for each
encrypted channel we provide

and they're not cheap And
unauthonzed recepuon of some
satellite programming may
violate federal law

Someday, legal decoders will
be avaiable fo But

no one knows when and 0o one
knows how much they will cost,
We do know-that those who get
them wall have to pay a fee just
as we do now -
With Cablevision though, you
can get most of the signals you

and your family want without
the expense and inconvemience
of baving your own satellite dish
or descrambling equipment And
if your cable malfuncuons, its
repaired {ree, and usﬁnlly within
a matter of hours after you
report the problem,

Il you're considenng buying a
satellite dish, we urge you to ask
the dealer some questions first,
Don't get siuch wath thousands
of dollsrs of useless equipment.

Thus informatlon supplied 10 you by Scots County Cablevisinn Ine
and Virgina Cadle Inc as a pubdlic service
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Cable TV from Group W Lable

Group Wa basic cable package s1arts at just 7 K5 o manth
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Ches Seha [tens
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"The Program
Networks
Are Scrambling]

The parade of the saccdlite

toscremble thew
ngaal hag begun On October 1S
1985 CES suddenly scramblod o0
13 nanonal satellite transmo-
slons muking 1t mpoxsible for
satellta dah ownen 1o reccive 2l
CBB prograaming and dual sports
foeds carried by the network. Aad
dmast nmultaneousty ADC and NBC aonounged plans to
scrunble slf satelite transmaslon feeds by yeer et 1956,
Home Box Offlee also recently 2nnounced plans to

+ bie o four satel iy

of HBO

ol doflarz e year sor satclline
ko hres uggpale

As you may know then, zrc
many meues spmrment huikds

mmuvhfp:mw‘mwh\mh

The only way for dush i
delvered aResl o of
mocsy 10 home satefSre hardware. llos evtr o 8 important
1 noce that aone of that moncy pavs ‘or pregrammung.

Tt s loe these reasens that many wecthee networks

k Th hoae satelhie

and Cloemas beginning January 1S 1986 And Sh

and Tho Movie Chaanel publicly sanounced that thoy are

{irahring ol both by the 20 of 1986.
Atthe prasentime LSPN QNN OV Headling

Sewa, WTBS MTV Nickelodeon and V11 1 USA \tword,

Lifrtvoe, The Diwsey Channcl, Arts & Lrtertamament and

maoxt other papular sateflee channels ary each developing

plam for scrambumyg
With satelite duy rywhere, and more
and tnore people trnung about makung ¢ 00 TS tmen

12 home satelite dah, we chaik o § erportant to esplam
the faces behind scrambiing and tefl the whole stary
Sore than o ecade 2o Home Buz Office ponrcred
0 1me of 1stellizen for the datnbunicn of programmeng,
deanng the wey for dazeny ol new satelliss networks to

oy
&lm""‘“hwﬁmtﬂym and dere
et of thelr revenves o fme TL — e w o

3yatem you have of ar¢c planming (o preane will rury 4
descrambler at s cout of about U9 pioy 2 morthiy wih-
scnpuian {ee, rangsng from 12 93 por onth upto 3l ne
more, dependat upon tumbher of channch subacnbid tea
Thay could Ieterally double the cout of vung 4 pratcdy
aenpd auclixednh

Bewra ke e emayor LA
enjoy satelbia programs, war thenk you seould s D e the
[acts 30 that you re oot dusappowsied » ben you €an L
wew maay poputar wtelfitg arrewriy sithout siyntann.
Rionxd expense.

OR MORE INFORMATION CALL

-

092.25M0
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By Lauta Laxoso

Tele-Communications Sets Cable-T'V Agenda

Firm's Clout Stems From Its Size, Financial Structure

T ot

Jn a brokersge Nrm s new televition
camumertia) louting 1is abibry © pick hiph-
companes, Johs Malone, Tele-

through ts directly
owned cable systems and A complex net
work of faint ventures Tele-Communica
ons pow has interesis 1n more than for
milios of the ration s approximstely
mr..im €ab ¢ qubseribers  nvestments b
companies and olber Bequisitions
mnmy will inerease that resch 1o more

Tele-C

tions’ Rapid Growth
‘Total Subsenibers

O ey 1 misse e

ham Lambent Ioe TV comumercial Mr
Makine sums it up  We fun our poblic
wmwuuuunnmvm We p1y o
atention Lo the sacred botlam hine

Te
sheer size that has attracied stizntion The
company ts &n industry leader at 2 Ume
when cable finally i3 bepinniog 1o gitmpse
qowih probuabilily and a sirong cash
faw Bou unlite olber campisles. Tele

crusus) Anancial strue
tore Liows the 1 care little
about et incume and b (ocus o it siza

ts

pany’s cloui~ruthlessly some cable exec
“uttves tay —1 exacl cooperanion and favor-
supphers 1s Time s

wo off red O milion to bov Warmer

Tele-Cn, 7)’ reporiy
llmwmnnnxvmm and 1t oet Ix-
come typically comes from dividend I

mpauhypwywudmmmhm
trom the 3ale of assels,
For 135, Tele-Comununicstions
wrwmmlnatmd about 516 mittion—
esumated—en

erea saellie ure o pact aner 1950, gro
grammens will bypass cable ahogeiher (o
B e 3 amars with sl ool
top dishes

Because ESPN Showtume aog CAB de-
Beod o Tele Communicatons msiem for
4 sudstanual numbet of thelr own
senbers. the eompany convinced them i+

Lhal they bol £0 off and think we woukd
continue o promote and carry
Mnmwuﬂemmmp
memlmm"

Mr Malone nuTzlemnmmnc-m
e wer
T c S equva

7, pookam
Gwmeri AT T TIPRa O U0 UTSETUpe!

EOrSOTiua 3rop)
Swner

Joally 1

PUAS Such & serv

tce i December that tncludes CNN ESPN
and Showtime.

WMWMNMW&
lone & reptaion as 8 lough, harg
executive n:luamalprdehmuu
Uy kas carned him ble respect

o
ble rysems, John Waller Il 3 cable TY
1 you think TC1 i3

systems breker says,
HKW' l\nmlmmmnnun
years trom

3 share on revepus of §edd ¢ milt
m company’s consalidated results for

00%-owped Fysiems account for caly ha)f
wl TeleCommunications interests Mr
Malone 13ys the company s interests of

Tele-Comummications cable symemd
and those tn which it 3ay talpresty all bese-
11 from the campany § faze which wieg it |
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Cable scrambles to scramble

Operators are united in their

desie to stop free interception

of programing by home dishes
NCTA Is working on plan to
scramble alf signats with costs
shared by programers and operators

The message went out loud and clear from
the Nationat Csblc Television Associanion
convention 1n Las Vegas No more free
ndes

It became increasingly certain at the show
that the cable industey will sramble the sat
cllite feeds of major cable networks forcing
owners of backyard dishes and praung
SMATVoperators 10 join cable operators and
their subscnbers tn paying for the networks

Scrambhing 11 fundamenial o the future of
the cable business said Larry Carlson sen
1or vice presidunt Home Box Office “if we
are ashing someone 10 pay for something
that other people can get for free ™ he said
“we dont have 2 business ™

And uling the lead 1n making sure the
networks are scrambled 15 the NCTA stselfl ‘
At a posl-conveniion meeune Jast Thuriday
the board instructed the stafT ¢ comeup with
2 plan next month or an industry coopurat

1ve that would scramble the signals and pre |
sumably oversee the markeng of them ¢
dish owners a service that has come (o b
call d C band direet §ts hikely that the plar
will call for the cable operators and pro-
gramers to share the enormous cost v
s:r:mbhnf
3 Mostof he pressure 1o scramble has come
from the cable opermtors They are con
cemed about dish dealers coming into ther
franchise areas and selling dishes to dissau>
fied and would be cablc subscnbers in
deed according 1o 3 study by First Commu
nicatrons Group nearly one third of all new
dishes are beng nstalled in cabled areas
And soine cable operators (3nd programens
are intesested in the additional revenues tha
can be denved from the € band direct

Joe Gans president Cable TV Co  sand
that he now has to compete with dish dealer~
who adveruser “that eserythiny, {on the sat
ellite) s available for free that you dont
have to pay for these services and you nexef
have 10 pay again "

An NCTA-commussioned study by Matar :
key Tsylor Associates which was distribut !
ed'at the convennon quanufied the benetis
of scrambhing, 10 the cable sndustry Atsuar
ing (nJt 3t least 20 services were scrambled
and that 3 markeung infrastructure were in
place by 1936 1« s1d operators and pro-
gramers would reshize an estimated posiuve
cash flow of $300 mellion over the next five

€ars
y *These direct financial benefits come
from the sale of scrambled programing to
backyard dishes (TVRO systems) inside
and outside of cable franchuses and from
recovenng cable subscnbers would
have switched to TVRO 1f they could re
crive cab'. programung for frec ™ the study
tad

n
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John Sie sentor vice president Tele
Communicatons Inc  said “There t$ only
one pnmary reason for us to want the signals
to be serambled and that 15  protect the
ategnty of the product we sell to the pud-
Ie i our franchised areas TCI 18 not
really interested in chasing the pot of gold
descnbed 1n the Matarkey study ™ he sad

Scrambling to protect product integnity 13
not unprecedented 1n the cable industry Sie
sud In the 19703 cable operators began
scrambling HBO and other pay services on
thewr systems to prevent nonsubsenbers from
recerving and watching them for free When
e tndustry scrambles the satellite feeds he
said ™1t 13 really not dotng anything revoly
uonary or differert ™

Mot of the basic programers have hined
up 1n support of scrambhing even though
they have, no real economic incenuve to
s:nmbl:,ﬁ)zvld Horowirz  president and
chief exccutive officer MTV Networks was
speaking for his company but could have
becn speaking for most basic programers
when he said — We strongly believe that pira
cy of our services and the resulting unfair
competition (o the cable operator must_be
stopped ~

The programers have been persuaded by
the promuse of cable operators 10 pick up the
biggest cost of scrambling——the headend de
scramblers—and by nct so-veiled threats of
cconomic repnsals Smd Trygve Myhren
chairman and chief execuuve officer Amen
can Television and Communications ! am
not going to pay for {a pm;nmm&scfwcel
if other people don t have to pay ~ If a ser
vice doesn t want to scramble said Se- at the
scrambhing session “then we certaunly don |
want to continue {0 SUPPORt I ON OUr 3YS
tems * —

I the NCTA steps in 1o scramble the ser
vices gothers may have to step aside namely
Satellue Broadcasung Corp & start up
company headed by ’ormcr Wamner Amex
Cable Communications execuive Holmes
Harden and Showtime/The Movie Channel
Both have tned 10 put togeiher packages of
scrambled services and enter the C band di
rect business

Harden sa1d he has no problem with the
cable industry payng for the scrambling sys
tem as long 23 (he operators don [ insist on
exclusive distribu 1on rights to the program
1ap “If they do that then we are out ~ he
aid "But | question whether they cando 1t™
without violating the anttrust laws he sand

Harden who has prommsed to cover the
<cost of serambling (betw een $75 mullion and
$100 mullion) far more than a score of pro-
gram senices in exchange for their C band
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direct nghts met with programer rwice dur

g the convenuon To miugate the pro-
gramen concerns about cLtung out the ¢

e operators Harden renterated at the first
meeung his plan to pay commussions to op-
erators who sell the SBC service locally At
the second Harden asked the programers 1
put up $75 000 for an evatuanon of the var

tous scrambling techniques  Although one
programer who attended both meetings sud
the programers were not enthusiastic about
Harden s scheme the fact that they showed
op tn force ndicated that they were sull i

terested

So faz, only Home Box Office 13 equspped
to scramble 118 services According to HBO
Inc semor vice president Larry Carlson
some 12 000 descramblers have beea i
stalled atthe headends of HBO and Cinernax
affiliates HBO 13 now scrambling the West
Coast feeds of the two services for 12 hoursa
day he said and it will scramble East Coast
feeds soon

HBO 1s using the M/A-Com Videocipher
I scrambling system and tunks st should
become the standard “We think 18 10 ev
eryone s best interest (o vtilize the same sys
tero ™ sud Carlson It will mean far less
expense for all programers It wall greatly
expedite the scrambling process which we
feel [s key And if the same technology u
employed we will avoid potental political
and legal problems that will anse of the end
user 15 required to purchase separate de
scramblers to obtain dufferent services ™

M/A-Com 13 doing sts best to mnsure the
industrywide use of 13 system According to

o M/A-Com Vice Charman Funk Drendel
1t 13 setting up a central computer on Long
Island 1n New York that would suthonze or
deauthonze descramblers whether they are
Jocated a1 cable headend or tn the homes of
C-band direct subscnbers The computer
which should be ready for operation by the
end of the year wall be setup asa “free qade
0ne ~ Any programer of provid.r of C band
direct service using the M/A-Com system
wall have sccess to the computer be sard

Drendel and others beheve producing the
borne descramblers in large quanuues 1s
anucal to the entire scrambling effort. If the
programers scramble thew signals before the
one mylion dish owners are able w purchase
descramblers, they said the dish owners and
dealers wili raise & bue and cry that will be
heard 1 Washington cant scrambie
unless the consumer has some way to effce
tvely descramble ™ he sud The dish own
er3 won the nght to recerve unscrambled gat
ellite signals in the Cable Communications
Policy Act of 1984 that went wito effect last
Decernber

M/A-Com 13 trying to lcense the Video-
cpher U technology to sevenal coasumer
electrome fums But 50 far he said the
firms have balked not believing that the ca
ble programers will really scramble Said
Orznde! “This 1 the preatest chicken and
cgg thing I ve ever seen

a



EXHIBIT - C

CABLE SCRAMBLING PLANS UNDER INVESTIGATION AT
DEPARTMENT OF JUSTICE

Justice Department Aptitrust Division has begun investigation into fpossible

restraints of trade involving the scrambling and distribution of satellite programming,” 1t
told industry leaders Tues

Barry Grossman, Div's Chief of Special Regulated Industries Section (which will
shortly be renamed Communications and Finance Section as part of Justice Department
reorganization), imparted news to NCTA, Community Antenna TV Assn {CATA) and
cable companies i1n letter Sept. 24 but said hittle about type or extent of investigation
Letter merely asked industry to "refrain f{rom destroying or altering or otherwise
disposing” of documents or records on scrambling plans CATA, NCTA and others say
they will cooperate

Letter stops short of making "civil investigation demands,” (CIDs) which DoJ
spokesman said would apply subpoena powers and other protections of law to
investigation target But investigation nonetheless 1s formal, despite contrarv view of
some 1n cable industry "There's nothing informal about (t,” said DoJ spokesmar, Mark
Sheehan DoJ source in investigative branch added "In the earler stages, we like to try
for informality” without_compulsory rature of CID

Investigation apparently will target potential antitrust implications of 1ndustrywide
scrambling on home dish users and dish manufacturers, Justice spokesman confirmed At
1ssue 15 whether coordinated scrambling effort, either in eonsortium by NCTA or under
cooperative eagreement by programmers, would diseriminate against particular
scrambling system manufacturers or dish users Also 1ssue 18 anticompetitive
implications of cable operators’ desire to be sole distributors of decoders in therr
{ranchise areas

Cablers had been expecting Justice iwnvestigation, industry sources said. CATA

Exec Dir Stephen Effros said "t would only have been news U this had not happened,
given the sensitivity that we have all acknowledged regarding the antitrust laws " Effros
said NCTA, CATA and other cablers, who have been discussing secrambling consortium,
"fully expected” DoJ "to be interested in what we were doing and we are more than
willing to explain tt to them "

Effros suggested investigation might be premature, however, because industry's

serambling plans are unsettled "I don't think there's anyone in the cable industry who's
either surprised or concerned because we're well aware of the sensitivities " NCTA also
said 1t wasn't "least bit surprising" that Justice was doing investigaton  Antitrust
questions have been discussed in negotiations over serambling consortium

COMMUNICATIONS DALY Thursday, September 26, 1985
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Industry Cross-Ownership

Considerations
Msjor
e s L4 e Sub Ow, tities
e dus
BASIC (Ad supportsd)
Arts& Entertainment 173mil Hearst/ABC/RCA
*Black Entartainment TV 12 ma! 30% TC1/HBO/Taft Broadcasting
*Cable News Network 333 myi Turner Broadeasting System
*CNN Headlsne News 172 mul Turper Broadesstung System
C-SPAN 23 mul Noa-profit & csble funded
*CBN Netvork 297 mu!
Country Music TV 33mil
The Discovery Chennel 80 mul
*ESPN 369mil 80% ABC/20% Nabisco
*Finsncial News Net. 194 mn)
The Learning Channel 63 mud
*Lifetume 24 my Hearst/ABC/Vistom
‘MIV 278 mil Viacom .
*The Nashvilla Net, 238 mu!
*Nickelodeaa -~ - =~ 262mil Viacom
PTL 125 md
*SPN- - J19m
SINTels Net 327md
*USA Network 30.6 mi Paramounl/MCA/HBD
*Video Hits-1 89 mul Viacom
The Vesther Chaane! 197 md
*WGN-TV 16 8mil
*WOR-TV J4mi
*WIBS TV 352mud Turner Broadcasting System
15 (]
*Cinomaz 33mi Time Ine
*The Disney Channel 234mil Valt Disney Productions
*Home Box 0ffice 143 mul Tims lac
*Home Theater Net. 300 Group W Broadcasting
*Shovtume S4mul Viacom
*The Movie Channet 33md Viacom
*The Playboy Chsanel 732
OTHER
X Press (dats) sev TCL
Home Team Sports(regl) 138 Group W Broadcasting
SportsChanne! (NY/NEng) 500 Cablovision Systoms/The
Wesh Post
Viewers Chotce (PPV) sow Shovtume/The Movie Channel
Eveat TV (PPY) nev TCI/ATC/Group W Broadcasung

*Networks vhich have eanounced scrambling plans for 1986/1987
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CABLE OPERATING COMPANIES with SATELLITE PROGRAMMER

AFFILIATION
#Cablc Subs Has Owaership Affiliation

Cablo Company. Nstionwide® Yith Satelljte Prog, Servicas
TCI(Telecommuascaitons) 3 8 m1l Black Entertainment TV
(Rants 1) X Press {data)

Event TV (PPY)
ATC(American Television

& Commuaications) 26 mil Event TV

(Reaks #2) (ATC 1s owned by Time Inc which

also owns HBO & Ciaemar)
Group W “ 21 mid** Home Thester Network
(Ranks *3) \ Home Team Sports

EveatTV
Viscom 8 o) Lifeume
(Ranks “11) MIV

Nickelodean

Video Hits 1

The Movie Channel

Showume

Viewers Chaice (PPV)
Cablevision Co 5060 mil SportsChannel
(Ragks ~14)

¢ PaulXagan & Associates Nov 30 1983

**Group W now negotating to sell 1ts cable systams to o TC1/Time Inc/Comcast Cable
consoruum (MuluChanne! News Jan 6 1986)
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.OOTf: 3WSSHINGTON STREET (703) 5496390
E;’ 1 A SUITE 3t
A 4 — - EXANDRIA, VIRGINIA 22314 FAX 7037549 7640

THE SATELLTE TELEVISION INDUSTAY ASSOCIATION INC

For immediate release Contact Joseph Boyle
(703) 549-6990

Linda Venghaus
Litchfield Group
(212) 598-0600

CONGRESS TO STOP CABLE MONOPOLIES

FROM ABUSING RIGHTS OF SATELLITE DISH OWNER

--Schedules Hearings on March 6 --

TO FOCUS ON CABLE ATTEMPTS TO OVERCHARGE DISH OWNERS

AND CONTROL SALE OF PROGRAMMING

ALEXANDRIA, VA, January 20, 14986 -- The Satellaite
Television Industry Association (SPACE) 1s elated at the timely
announcement of the House Telecommunications Subcommittee to
schedule hearings March 6th on the heels of full-time
§cramb11nq by Home Box Office and Cinemax

The hearings will focus on the attempts of cable TV
companies and satellite program networks to monopolize
distribution and to overcharge consumers for satellite TV
programming

The hearings will be conducted by the House Subcommittee
on Telecommunicat:ions and Finance of the Commerce Committee
SPACE applauds the efforts of Rep Timothy Wairth (D-CO),
chairman of the subcommittee, for moving quickly, in such a

timely manner, to schedule the hearings on March 6th
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2age Two

The hearings will help ensure that consumers are not
denied access to any scrambled programming, that programming 1is
available at reasonable rates, that coercion of programmers by
cable TV companies 1s stopped, that decoders are readily
available, and to erase the misperception, much of 1t rooted in
1naccurate media reports, that more than one decoder will be
required The hearings will also focus on a number of house
bills designed to protect the 1interests of earth station
owners H R 1840, which ensures access to programming at
reasonable rates and H R 1769, which would place a two-year
moratorium on scrambling Rep Billy Tauzin (D~LA), Rep Judd
Gregg (R-NH) and Senator Albert Gore (D-TN) -- authors of the
pending legislation -~ welcome the subcommittee hearings

"Subcommittee hearings of this nature are of paramount
importance to the industry and for earth station owners, who
are willing to pay reasonable rates for programming," said
Téylor Howard, Chairman of SPACE, "and to help ensure in the
future that millions of other households will have access to
satellite TV programming as well,"” he added

The earth station industry developed, for the most part,
1n rural areas where broadcast reception was diffaicult, 1f not
impossible, and 1n areas way beyond the coaxial wires of cable

TV Like any new product, the early growth of the satellite
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Page Thiee

earth station, or satellite dish, was saddled by 1its large size
and high ticket prace However, technological advancements and
price reductions over the years have increased 1ts popularity
among U S households, and as a result, 1t 1s now found in more
than 1 5 million homes

Rep Wirth has recognized the potential of this exciting
new technology and understands the benefits that 1t offers to
consumers in rural areas, to consumers who just prefer owning
a dish rather than subscribing to cable TV and to consumers who
live i1n cable franchised areas and who demand more choice than
offered by cable TV

SPACE, a ndtional trade:assoc1atlon based in Alexandria,
VA, represents the interests of manufacturers, distributors and
dealers of satellite earth stations and also the interests of

satellite earth station owners
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o
CABLE NETWORK

July 16, 1985

Charles F Howard Jr
7020 Yule Ln
Tampa, FL 33617

Dear Mr Howard,

Thank you so much for your interest in CBN Cable Network,
and for taking the time to share your concern over the scrambling
1ssue

One of the major factors in the scrambling decision 1s the
threat from cable operators to refuse to carry a network's
programming if the network decides not to scramble In other

WOIdQY, 0T many rnetworks, unscrambled programming could egual
no programming at all

CEN 1s one of the few cable television networks that provaides
programming free of charge It is our desire that our programming
oe' avallable to all who wash to see 1t, without any obstacles

of finances or scrambling Currently the scrambling guestion

15 st211 under evaluation by CBN, please know, however, that

1f we ever do scramble our signal, 1t will not be at the eapense
of a subscriter's ability to view the "700 Club" 1f he so

chooses

Again, thank you for writing, and for watching the CBN Cable
Network

Sincerely,

Jodie Rundle
Fublic Liaison Coordinator
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Scrambling To Cause
CBN To Impose Fees

VIRGINIA BEACH, VA
CBN Cable Network, the lut
large basic cable network with no
per subscriber fee, plans to
| charge such & fee with the advent
of scrambling, according to Tom
Rogeberg senior vice president
at the network The amoust of
! the fee and the exact date of
' implemestation have not been |
Jdetdrmined hesad - {
Mr Rogeberg said CBNs ¢
decision ts charge was based o'
conversations with muluple®
system op-rators at the Nauonal
Cable Televson Asspciation cone !
xenuon, where the qperators said
-hey won tpermil carnage of et
—xeorks thatdon { scramble, CBN,
chargingafee

before June 1 he said, and

o But scrambl-
10g would change that scenano,
he sad -~

MR o

Serambling would meao
there would be an extra charge
for the equpment requured to
scramble and also would give
cable operators the nghts to
exclusive distnbution of our pro-
grammung This could Lmit our
outreach and we believe we
would be entitled to be compen
sated tn some magner he sad

While oo nle hn béen estab- ¢
hshed Mr Rogeberg said thata
rate for CBN would be lower
than some services, such as
CNN which has to provide a |

more expensive operation :

Qs . 2
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At Amencin Telensich &
Communieations Corp., Gene
Linder, executive durector of pro-
grammig and producuon 3ad
his company 13 currently 1n the
process of renewing its contract
with CBN, and said he had pot
heard of the proposed fee.“We
understood that 1t would reman
free We {ee] that until our pro-
duct 1s excluuve to cable, the
perceived value won t be what 1t
should be but this per sub fee 13
all newtome_ hesad -

Cox Cable director of pro-
graroming Terry Freedman,
when toldof CBN s possible sub

fee said, Itatheir obhmuontp

—paruapaieinsrambling, Eyery-
body 1s to sacnfice some-
at scrambling shoul change

anything LI e e
— e

“It wou!d.n t go down 1o the
wdwsiry U sranillng beumes
an excuse for basic programmers
who weren t charqing to charge
or {or those who do 15 rawse the
rates 1o exsstence Thewr audited
numbers will go up, oot down,”
hesad O
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STATEMENT OF PATRICK T GREER

Mr Greer My name 1s Pat Greer, and I'm a small distributor
up 1n the Four Corners area, representing about eight dealers in
that area, and my testimony actually takes the form of a letter
that I wrote to Mr Richardson

Dear Sir I am a satellite distributor, and I met you at the town meeting 1n Farm-
ington At that time you invited me to testify on satellite viewer rights at your fact-
finding meetings 1n ganta Fe Please include this testimony in the minutes of your
meeting and take them back to Washington as you defend our viewer rights

First of all, let me state that I am not against the principle of scrambling the
satellite signal As 1n any business, I do believe that 1t 18 the right of the broadcast-
ers to charge for their commodity I am also not against your disclosure amendment
to the current satellite bill pending 1n Congress Most reputable dealers have
warned their customers before their dish was purchased

I have a little to add about that at the end of this

The problem 1n the industry right now 1s the scrambled signals and parity as far
as cost to the satellite dish owner At present, the cost of the descramblers, $395,
and the monthly fees, $12 95 for one service and $20 for two services per month, are
excessive When the other programmers scramble, the home dish owner could face
monthly fees of over $100, some say as high as $200 to $300 per month

A good example would be a Chevrolet dealer that sold a particular car to one seg-
ment of the population for one price and the same car to another segment for a
higher price, and all of the people had to shop at this particular car dealer This
translates into unfair pricing and unfair competition

I realize Congress would like to see this problem worked out in the marketplace
istead of having to legislate the matter However, 1if things continue to go as they
are now, we will definitely have an industry that will die due to unfair competition
Please protect our rights and don’t bow to cable company pressure Just let us com-
pete on the same level

I have one more thing I'd like to add that’s not 1n my written
testimony As far as your disclosure bill 1s concerned, when I wrote
this letter, I hadn’t read 1t And I think 1t’s important to tell you
that the company I represent has been doing 1t for 2 years with our
Iiterature and everything I think you can add any one of the
people 1n this room

Consumers at this point are overeducated on the scrambling Due
to all the press HBO received in what they scrambled, most of
them right now think that everything 1s scrambled People, they
come 1n to my business, figure that everything—the skies are going
dark I think to make this law fair, we can inform the public that
certain channels are scrambled or are going to be scrambled, but I
think we also must inform the public that descramblers are avail-
able and that programming may be descrambled at a reasonable
price And I think that should be part of your disclosure, not just
point out the bad part, but also the good part Descramblers are
available and, ‘“Hey, look, for x amount of money, something that
can compete with the cable companies, we can set 1t up ”

Mr FLorio Mr Buttry

STATEMENT OF DONALD BUTTRY

Mr Burrey Mr Chairman, Mr Richardson, ladies and gentle-
men, my testimony 1s confined to the letter I submitted to Mr
Richardson I would like to read that, and I would like to make an
additional comment on 1t

Dear Sir Thank you for the invitation for me to testify at your upcoming field
hearing 1n Santa Fe on February 15, 1986 I am a satellite dealer/installer, and I
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was one of the satellite dealers present at your town meeting 1n Farmington 1n Jan-
uary of this year Please accept this testimony on the subjects of satellite viewer
rights and licensing of satellite 1nstallers

At this time I would like to make 1t known that I am not against the 1ssue of
scrambling, as I do believe that any business for profit does have the nght to charge
for their product or service However, I do have some reservations as to whether or
not 1t 18 necessary for the advertiser-supported channels to scramble their signals
Also, I do not have any particular objections to your disclosure amendment, for I
believe that any reputable dealer 1s going to disclose the information of current and
future concerns regarding scrambling and possible fees that will be charged

The existing problem with the scrambling 1ssue 18 the nonequal pricing tech-
niques that are being suggested and the possibility of some broadcasters denying
service to the Earth station owners Common knowledge of the satellite industry in-
dicates that a vast majority of the existing satellite owners are located 1n a rural
area that 18 not at this time and probably will not be accessed by any form of cable
TV These satellite earth station owners have purchased their receiving equipment
in good faith that they would not be denied access to satellite TV signals These
private receiving systems do not tax the programmers or the cable TV 1n any form
Therefore, I believe that the private owners should have access at a reasonable fee,
not to exceed the fee paid by cable operators for the exact same service

I would like to add to that, the cable operators, meaning what
HBO and the other programmers sell to cable operators, not to the
field subscribers

However, 1t might be acceptable for an adjustment to be added
where the Earth station owner does have access to some form of

cable TV These people do have a choice, but rural America does
not have a choice

Next I would hke to address the required licensing in New Mexico The New
Mexico Construction Industries Act states 1n 60-13-4 that the purpose of the license,
1n general, 1s to protect the people of New Mexico against substandard or hazardous
construction, and doing that by examination, licensing and certification of the occu-
pations or trades to ensure or encourage the highest quality of performance and
compliance with approved standards

Satellite 1nstallers are classified under ES-6, which 1s titled Cable TV Cable TV
15 an entirely different trade, compared to satellite earth stations I have taken the
exam for cable TV, and 1t does not pertain to the satellite trade at all Therefore,
based on my involvement, I fail to see how the Construction Industries Division can
accomplish the purpose of the licensing as set forth 1n 60-13-4 with this particular
approach I do disagree with the new requirement that satellite installers be li-
censed under ES-6, Cable TV, when this same trade that we are being tested under
18 listed 1n the Construction Industries Licensing Act 1n 60-13-3, Paragraph C, Item
16 as, does not include ” Why should satellite dealer/installers be required to be Ii-
censed when cable TV 1s not included?

The New Mexico Construction Industries Division has now, February 6th,
changed horses in the middle of the stream, so to speak, as they have notified
myself that they will no longer require installers of satellite earth stations to be
hicensed, so long as the installations are confined to residential only They do, how-
ever, require still this same hicensing for commercial 1nstallations

I realize that everyone hopes that the free enterprise system of our good country
would work out the differences between the trades involved, but 1t does appear that
some sort of assistance or guidance would be 1n order

Thank you

Mr Frorio Thank you very much We thank all three of the
witnesses for their very succinct and, frankly, their concihatory ap-
proach to the problem, acknowledging the fact that there are cer-
tain rights on each side, but, again, highlhighting what 1s the es-
sence of the real problem That 1s the absence of communication
and the absence of coordination between the various segments of
the communications industry, the satellite dish industry being one
aspect, cable being another, network being another
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You've all stated that you have no problems with the major
thrust of Mr Richardson’s proposed bill, which 1s really to provide
notification, fair notification, to consumers That 18 always the
case, of course, when you deal with those people 1n any industry
who do the right thing to start with They have no problem with 1t
But as with most industries, there are always those few people out
there that may not be completely forthcoming with regard to infor-
mation So this type of legislation that Mr Richardson 1s consider-
ing may be desirable to ensure those who purchase dishes purchase
them with full knowledge about potential himitations on the recep-
tion capability

To what degree 18 this new industry that you’re involved with or-
ganized on an 1industrywide basis? Are there associations that are
fom‘;mg to spell out industrywide guidelines and advertising poli-
cies

Mr Lanpis May I comment on that?

Mr Frorio Yes

Mr Lanpis Yes, we've got a very active national organization
called SPACE, which has set some rather high standards for public
education It has gone as far as to send out to different areas of the
country examples of what 1s good advertising and what 1s bad ad-
vertising And that kind of education to us lets us know, you know,
(vlve look around and we can see if there’s any bad business being

one

Now a lot of that, what has been called misleading information,
was based on a naive—1 year ago, not very many people were
aware of the limitations or all of the possibilities that this technol-
ogy was offering, 2 years ago, nobody knew anything about these
dishes, except there were a couple 1n the State I think we're seeing
public awareness coming up as a result of lots of coverage by the
media, much of that coverage not dealing with the whole range of
1ssues at stake here

I think, as we look around, there 1s a very, very small percent of
dealers that are not being straightforward with their customers
And I believe our State organization—and like I mentioned, State
organizations are forming all over the country with some guidance
from our national organization I believe these State organizations
would stress consumer awareness and tell them to look for a dealer
that 1s part of an association which holds high standards Such
steps, I think, would put pressure on anybody using substandard
advertising I think 1t would put pressure on those dealers to come
up to our standards or get out of the business

Mr Frorio Let me move on to the point of the balance of your
testimony, which was the potential problems associated with satel-
Iite dishowners not being able to get at affordable costs transmis-
sions from cable television stations as well as from network sta-
tions

The problem, as I see it—and we’re going to have representatives
from the cable industry here 1n just a short time—is not only that
the charges that would be 1mposed have to be reasonable and cer-
tainly not 1n excess of what normal cable subscription costs would
be, but I also see a potential problem down the road in terms of the
cost of the descramblers Unless there 18 some degree of unanimity
that 18 techmically capable of being done, people with satellite
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dishes are going to be required to buy a descrambler for one serv-
1ce, another descrambler for another service, another descrambler
for a network service And that, 1n and of itself, becomes very
costly, to say nothing about the monthly service fees that hopefully
will be kept reasonable

I'm not sure that there are any discussions going on, first of all,
to see 1if 1t’s technically feasible to have coordinated scramblers, so
that you buy one and you are able, therefore, to pay a monthly fee
for the service and not have to be required to buy multitudes of
couplings or decoding pieces of equipment

Are you aware of anything that’s being done to address that
technological problem inherent in the need to unscramble multiple-
service codes? 3999

Mr Greer Oné of your colleagues, Mac Sweeney, of Texas, has
introduced HR /1389—I believe that’s the number—and that ad-
dresses this problem It sets down some standards It sets down
some standards that the industry would have to agree on before
they can progress with scramblers And those standards are con-
fined to a de facto descrambler that the industry will use, and
that’s part of his bill You might take a serious look at that

Mr Frorio That’s the moratorium approach, wasn’t 1t? It 1s
until those things are done, or was that a flat-out prohibition?

Mr Greer It would require a meeting by the FCC and various
other people to determine which descrambler should be used And
there are people that can argue the point back and forth The first
18 people to scramble on satellite prior to HBO used one particular
descrambler Now HBO comes along and they use a different one

Mr? FLorio What's the sanction 1n the law until you reach that
point

Mr Greer There 1sn’t any

Mr Frorio There 1sn’t any So 1n other words, what you’re
hoping for 18 that someone will work with the FCC and all the pro-
viders of network programming and cable programming 1n a good-
faith way that will try to do that That’s helpful if they do But if
they never arrive at that, that’s not providing any remedy to those
ihatdlsmlght be faced with buying multiple descramblers Mr

an

Mr Lanpis I would like to comment on that The scrambling
method, which HBO 1s using at this point, has 1n the cable indus-
try become a de facto standard It’s not on the books, but 1t’s obwi-
ously to the benefit of any potential services that expand viewing
base, as well as keep the costs manageable to a dishowner The
scrambling system they use would unscramble 75 dafferent services,
one piece of equipment, each service individually addressable

Now that addressability means that you can fall behind a pay-
ment on one particular service They have got control from the
broadcast point to switch off one service and leave another service
m order That capabiity should—they’'re building these de-
scramblers 1nto receivers that are coming up on the market next
year And I see a lot of confusion in that direction 1n how many
deco%:ars will I need? I think that 1s being addressed by the technol-
ogy that——

Mr Frorio That’s extremely helpful Let me yield to the gentle-
man from this State
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Mr RicHArDSON Thank you very much, Mr Chairman I want
to thank my dish industry representatives for what I think 1s very
conciliatory and positive testimony I especially appreciate what
Mr Greer said about his suggestions Initially in my il I had lan-
guage instructing consumers to ask the dealers about which sta-
tions would scramble We took that out, but perhaps we can work
with you to put that back in I think your suggestion that we also
make positive suggestions might make some sense

And maybe you and Mr Landis could answer this next question
You both mentioned in your testimony that the industry itself
might be the best agent to police 1ts members to properly instruct
the public How do you think this can be done without perhaps re-
sorting to legislation?

Mr Lanpis Well, I think by making the public aware that there
are organizations that are concerned about high quality, trade or-
ganizations at both national and local levels, I believe we can bring
the consumer’s awareness up We've seen over the last 2 years no
awareness or very little awareness of dishes’ capabilities, to last
year, lots of awareness of the proposed scrambling and limitations
of the system I believe public education, when approached right, 1s
very effective And I think we can police our own organization, be-
cause that would serve our whole industry And I'm sure Congress
has got some other very important matters to work on without dis-
tracting itself with this complex 1ssue

Mr RicHArRDSON I will ask the witnesses to please take the
microphone Are people 1n the back having trouble hearing? When
you speak or answer questions, just take the mike and put 1t fairly
close to you

Mr Greer, do you want to answer that, also?

Mr Greer I'd like to make a short comment The people 1n the
satellite industry can’t afford to go into an advertising battle with
the cable companies It's been proven throughout the United States
that every time a local dealer gets into some sort of argument via
the newspapers or radio with the satellite companies, they lose
miserably And 1t's a question of money And we are not as well
organized 1n the rural areas as some of the larger areas are

o, therefore, what we need 18 word from you We want you to
assure the public that their rights will be protected, that prices will
be reasonable, and we want you to get that out to the press We
can't afford to be running ads 1n every local paper We need to get
coast-to-coast coverage from people like you saying, “Don’t worry,
you can buy a descrambler, the prices are going to be reasonable,”
and let our industry grow and compete

Mr RicuarpsoN Mr Buttry, I'd like to ask you a question Do
you think that you would be willing to work with the State of New
Mexico to have some kind of guidelines relating to dish installing,
some kind of regulatory cooperation between you and the State?
And the second part of my question 1s, you mentioned the licensing
of d?lsh mstallers Do you think this sﬂould also be a priority for
you

Mr Buttry On the first part of your question, Mr Richardson, I
would be more than glad to work with the State 1n any way that I
can to get the criteria of their licensing or whatever 1t 18 deter-
mined to be, 1n order to get 1t pertaining to satellite and not cable
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We need 1t 1n the trade that it’s being tested in, primanly The
second part you asked, reference the licenses, would you repeat
that, please?

Mr RicHArRDSON I believe 1n your testimony—let me see if I
have 1t here—you mentioned that you thought licensing in general
would help your industry Or maybe I——

Mr Burrry Yes, my comment there was in relation to the re-
quirad licensing of satellite installers, compared to cable, and why
should one be required and the other not? The answer to your
question, sir, 18 I don’t believe that 1t would be effective to protect
the public because I'm sure we're all aware that the State does not
have the personnel to police this type of action

Mr RicHarpsoN Let me just make a final comment to all of you
I wall work with you I think, after this hearing, we should convene
to discuss the exact language of my bil There are drafts of it
which I'll make available to the public, the notification bill, which
the chairman mentioned

And I want you all to know that on the two other bills, the mora-
torium bill and the satellite viewer rights bill, that we will press on
and try to get these bills passed They are in our committee I do
think they are a priority, because I sense there 1s a bit of a lack of
protection for many dishowners, and I see this as being something
that should be a priority of our committee

But I especially want to thank the three of you for your states-
manship and your ability to work with us and your reasonableness
And for that reason I think that all the people that you represent,
your satellite dish users, your consumers, you've made them, I'm
sure, very proud that you've done so well Thank you

Mr FrLorio Let me ask just one last question for my own educa-
tion I assume the three of you are competitors, 1s that correct?

Mr GREeEr We're 1n different parts of the State

Mr LAnDIS Yes

Mr Frorio That’s an interesting set of understandings for me to
g?ve ?There are no official franchise areas that you have, are

ere

Mr Greer No

Mr Lanpis No

Mr Burrry No

Mr FLorio So 1s 1t a de facto result that there 1sn’t overlapping
competition between the satellite dish distributors, or 1s that some-
thing that’s consciously done?

Mr Lanpis No As a matter of fact, there’s a fairly high concen-
tration of satellite retailers 1n all areas of the State

Mr Frorio So if I don’t ike your product, Mr Landis, I can go
down the street somewhere and talk to someone about providing
me ;mth a satellite dish, and that fellow will offer me an alterna-
tive

Mr Lanpis Yes You can go right up and down Main Street 1n
this town and form your own opinion on dealers and the products
and services they offer There 1s lots of variety 1 think that this
gentleman’s part of the State 1s at least as concentrated as ours

Mr Frorio Is that the case with the other two gentlemen?

Mr Greer In the Four Corners area, this business 1s a big indus-
try because of all the rural people, especially on the reservation
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and 1n the outlying areas We're far enough away from Albuquer-
que where a TV signal 18 not received other than by cable

Mr Frorio Mr Buttry, in your area, as well?

Mr BurrrRy Very much so I live in Lindrith Around the Cuba
area 18 my primary area, which 1s also serviced by Espanola, Santa
Fe, Albuquerque and the Farmington area So 1t 18 a wide range of
competition The customer does have a definite range of choice

Mr Frorio Gentlemen, the committee thanks you very much for
your participation today Your testimony has been very helpful
Thank you very much

We now go to our second panel of witnesses that 18 made up of
representatives of the cable industry I would like Mr Dennis Ed-
wards, president of the New Mexico Cable Association, to come for-
ward Mr William Brooks, of Belen Cable Vision Company of New
Mexico, and Mr Dale Strong, of United Cable of Santa Fe, New
Mexico, please come forward Gentlemen, we welcome you to the
committee Mr Edwards, we’d be happy to hear from you

STATEMENTS OF WILLIAM BROOKS, BELEN CABLE VISION; DALE
STRONG, UNITED CABLE OF SANTA FE; AND DENNIS EDWARDS,
PRESIDENT, NEW MEXICO CABLE ASSOCIATION, ACCOMPA-
NIED BY JOHN PFEIFFER, AREA MANAGER, TCI CABLE

Mr Epwarps At this time I would like to turn i1t over to Mr
Brooks to start our testimony

Mr Frorio I'm sorry

Mr Epwarbps I'd like to turn it over to Mr Brooks

Mr Brooks Mr Chairman, Mr Richardson, my name 1s Bill
Brooks I'm an owner and operator in Belen, NM, of two small
cable systems with 1,300 subscriber households Joining me today
are Dale Strong, general manager for United Cable of Santa Fe,
Dennis Edwards, who you have already indicated 1s president of
our State Association and general manager of Post Newsweek
Cable of Roswell, NM, and John Pfeiffer, who 18 area manager for
TCI Cable, and he 18 headquartered 1n Hobbs, NM And he 1s here
not to give testimony, but to respond to any committee members’
questions

We are, of course, here today to discuss the scrambling of satel-
lite viewer cable programming, the suspension by cable operators
and others of the sale of those descramblers, and the consumer pro-
tection concerns that you have expressed about the sale of TVRO’s

Recently the Board of Communications Group, an organization
that reports on the home satellite industry, indicated New Mexico
has the third highest concentration of TVRO’s in the United
States There are about 15,000 TVRO households in New Mexico
that presently are not paying for most of the same programming
that 159,000 New Mexico cable households do pay for

When Congress enacted the Cable Communications Folicy Act of
1984, 1t provided narrow exceptions to Federal restrictions against
the interception of the satellite transmissions These restrictions
were extended to include the manufacturers, distributors and deal-
ers of equipment used for such 1llegal interception And specifical-
ly, that narrow exception permits the private viewing of satellite
cable programming without payment by backyard dishowners,
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unless either, A, marketing systems exist to sell unscrambled pro-
gramming, or B, such programming 1s scrambled

Now if either of these two situations does exist, then interception
and viewing of that program without payment by backyard dish-
owners 1s prohibited specifically by the Federal law

Satellite cable programming means video programming transmit-
ted via satellite, used primarily and intended for the direct receipt
by cable operators for their retransmission via wire to cable sub-
scribers The exception does not apply to the broadcast network
feeds or any other communications transmitted via satellite Any
commercial use of satellite cable programming 1s prohibited

The programming at 1ssue here originally was put up on the sat-
ellites for private distribution to the cable operators, under con-
tract to the programmers, to retransmit their product at retail to
the consumers Satellites offer more efficient and economical
means for programming wholesaler distribution wis-a-vis the old
pipelines and thruster communications And just as the telephone
industry now uses satellite delivery for long-distance connections,
the cable programmers do the same for the distribution of their
products to their cable operator affiliates

In the early eighties, reductions in cost of Earth stations, coupled
with the elimination of FCC licensing requirements for home Earth
stations, resulted 1n a veritable explosion of sales of home TVRO’s
Many of these Earth stations were placed 1n commercial establish-
ments and remain there, motels and taverns Many others were
placed 1n private residences Originally, those home dishes were
purchased primarily by people in rural areas Now, however, the
rural market appears somewhat saturated, and the hottest selling
segment of the dish market 1s in the areas that have been wired
for cable

Cable operators and cable programmers cannot continue to pro-
vide new and innovative programming if they begin to lose reve-
nues from traditional cable markets It’s difficult to remain in busi-
ness 1If you're giving the product away to some of your potential
customers, so a means to protect cable programming from revenue
erosion anising from 1interception of the satellite transmissions had
to be developed

That method of protection 1s known as scrambling You have
before you or near you over there the consumers’ descrambler
Scrambling and the marketing of descrambled programming to
TVRO owners ensures continued access to cable programming by
TVRO’s and cable subscribers Scrambling provides a mechanism
to obtain revenue for programming and allows competition be-
tween those competing technologies, cable and TVRO, to continue
on a more even footing

In a moment my colleagues will discuss how cable operators are
providing these programming services But if I may, Mr Chairman,
I'd like to submit the written comments of David Bradford, who 1s
the vice president and general manager of Albuquerque Cable Tele-
vision, which 18 presently under ownership transfer from the Trb-
une Co to Jones Intercable

Mrd FLorio Without objection, we’ll stipulate 1t's part of the
recor
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Mr Brooks Thank you Mr Bradford echoes Mr Richardson’s
spirit of cooperation between cable and TVRO’s 1n his letter and
calls attention to the fact that the new proprietor of that 50,000-
subscriber system in Albuquerque, Jones Intercable, has already
started communication with TVRO dealers 1n our area, indicating
their willingness to cooperate 1n the marketing of the scrambled
signals and whatever that entails I will pass this along

Mr Frorio Mr Strong, we'd be happy to hear from you

STATEMENT OF DALE STRONG

Mr Strong Thank you, Mr Chairman, Mr Richardson I am
from Santa Fe, NM, where our cable television system serves about
9,000 households I would like to build on what Mr Brooks has dis-
cussed about our efforts to serve the home TVRO market By the
way, Mr Chairman, in New Mexico there cannot be an exclusive
cable franchise given And 1n fact, in Santa Fe there are currently
three active, operating franchised cable companies There have
been two 1n operation simultaneously in Albuquerque So in New
Mezxico, at least, the exclusivity question 1s moot

Mr Frorio Is that a legal prohibition?

Mr StroNG That 1s correct, yes

Mr Frorio Statewide or—

Mr StroNG Statewide Cable programmers, Mr Chairman, are
the people who have put all of us into this scrambling situation
The programmers have been beaming programs down from the sat-
ellites for several years now, primarily for the benefit of cable tele-
vision companies and their paying subscribers We cable people, of
course, pay the programmers for their services, and legal cable sub-
scribers are the ones who have created the distribution system for
this They are the ones who pay to maintain 1t through their sub-
scriber fees

The programmers now are scrambling their signals 1n order to
protect the integrity of their products and to create a market
among dishowners, who until now have had a free ride at the ex-
pense of the programmers and customers

In order to serve the home dishowner, a technology has evolved
which 1s 1nexpensive and should be quite rehable for the dish-
owners and the programmers The dishowner now can obtain a
signal descrambler, which you see 1n front of you, which will
enable him to receive every subscribable program service that he
wants to pay for The technology for this comes from MA-COM, one
of the Japanese leading electronic firms, which produces the Video
Cipher 2 scrambler The unit there 1n front of you 1s the matching
home-use MA-COM descrambler And with that unit, properly au-
thorized, the home dish customer can subscribe to the scrambled
programming he may want, just as a cable subscriber chooses the
services he wants and pays for

On January 15 this year HBO and Cinemax turned on their sat-
ellite scramblers full time On that day we had 1n our office these
MA-COM descramblers, available to dishowners who want to sub-
scribe to HBO or Cinemax The unit, by the way, 1s capable of de-
scrambling up to 56 services We are told that MA-COM can imme-
diately dehver 25,000 of these descrambler umts to customers
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across the country And production of the umts, depending upon
demand, could reach several hundred thousand by the end of 1986
Also, 1t 1s hikely that these addressable descrambler units will, as
has been noted previously, be built into the next generation of
dishes They will be part of the dish itself

But there has been no mad dash to get these descramblers HBO
and Cinemax have been scrambling for a month now, and locally
we have not sold a single descrambler Nationally, only about——

Mr Frorio As I've indicated, the rules of the House do not
permit demonstrations, so we appreciate that not happen agamn
Mr Strong

Mr StronG Nationally, only about 3,000 of the units have been
sold Obwviously, some marketing needs to be done The program-
mers are selling the descramblers directly to dishowners Locally,
at least one dish dealer has the descrambler available, according to
his advertising, and so do we So there’s good competition 1n the
field, competition that 18 developing, competition which will ensure
that the dishowner pays a fawr price for the programming he
wants, with competition to market the descramblers 1n all corners
of this quite rural State

For example, if a dishowner arranges for HBO service through
us, he will pay exactly what our cable customers pay for the serv-
1ce per month, except that the cable customers must purchase basic
cable first and then convert a rental fee for the monthly cost of
HBO The monthly fee for HBO alone 1s $11 95 1n our system for
either the dishowner or the cable subscriber However, the cable
setup has to pay $24 05 total in order to get HBO because HBO
does not come without the basic cable So the dishowner pays sig-
nificantly less 1n order to get that premium product If he shops
around, he may find somebody who handles the descramblers and
who 15 ready to sell him HBO for less than our $11 95 per month

Dennis over here, I understand, sells it for $10 45 We expect to
have that kind of competition soon, Mr Chairman, 1n our cable tel-
evision area, and that competition will keep prices low

Nobody 18 being deprived of anything with the technology that
now exists Fairness to all, we believe, 18 being brought nto this
particular marketplace My colleague, Mr Edwards, will now dis-
cuss some of the customer confusion that surrounds the sale of
scrambled signals to dishowners

Mr Frorio Thank you very much Mr Edwards

STATEMENT OF DENNIS EDWARDS

Mr EpwaArps Mr Chairman, my name 1s Dennis Edwards I run
the cable system in Roswell, NM We serve approximately 11,000
subscribers at this time I'd hike to discuss some of the consumer
confusion that surrounds scrambling and TVRO sales that we’ve
encountered Much of this confusion throughout the country has
been generated by TVRO dealers Fortunately enough, in my
system, In my operation, we have not incurred that much confu-
sion I think we have reputable dealers We're also starting negoti-
ations or business dealings with these dealers imm our town to
ensure that TVRO owners are marketed fairly, properly, and with
as much speed as possible to get the programming they want
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Unfortunately, not all areas have been this way, and I'd like to
cite a sister system of my corporation, located in Sherman, TX,
that unfortunately 1s dealing with bad press almost weekly The
one I'd like to cite was printed January 31, 1986, and quoting a
TVRO dealer stating that in October 1984 President Reagan signed
mnto law the Satellite Television Viewing Rights Act, which states
that anyone may receive scrambled or unscrambled satellite pro-
gramming without obligation to the programmer

These kinds of newspaper articles generate, No 1, phone calls to
us as cable operators because of a misconception that we are the
ones responsible for scrambling HBO and Cinemax For instance,
we have gotten several phone calls since this has happened And
their question 18, Why are we doing that? We're fielding a lot of
phone calls because of their questions

Last year HBO attempted to place a series of ads 1n satellite pub-
lications, explaining that HBO scrambling would happen and ex-
plaining how consumers could obtain the programming Several of
these publications refused to run the ads And of course, that 1s
their right But 1t’s no wonder potential TVRO purchasers, because
of that, have been confused It would seem to me that whatever
can be done to protect prospective dish purchasers from confusion
and deception ought to be done

Mr Richardson has drafted legislation that would address this
problem It would require fair and honest disclosure where the con-
sumer needs 1t most, and that’s at the point of sale Of course, I
feel that the technology of choice which the TVRO owners are
seeing 1s cable programming It was created for cable television,
and the programming 1s now being made available to TVRO
owners on a comparable basis to that paid by cable subscribers

We applaud Mr Richardson for his recognition of this consumer
problem and his efforts to provide a remedy My colleagues and I
will be pleased to answer any questions you might have

Mr Frorio Let me thank this panel And 1ncidentally, just to
the members of the audience, the people of New Mexico have a bit
of an advantage over the people of New Jersey, in the sense that
we have almost a legal tradition of having franchise areas for
cable If you don’t like your cable provider 1n an area, you have no
choice Apparently 1in your State you have a situation of being able
to go to two cable systems We don’t have the luxury of that in my
State, and many other States do not have the luxury of being able
to switch off from one cable provider to another It’s almost like a
public utility situation You are stuck with whomever you have In
some 1nstances that’s good because the provider 1s good But we
have a number of documented situations 1n our State where 1t 1s
not good because the provider 1s not as good as they could be

Let me ask the panel, first of all, what’s the cost of this de-
scrambler?

Mr StroNG It costs us $395, Mr Chairman, but we sell 1t higher
In certain areas and somewhat lower in other areas But 1t’s right
1n the range of $400

Mr Frorio Let me ask a couple of basic questions, just to see 1f I
understand what 1t 18 we’re talking about, 1n terms of trying to
arrive at some conclusions as to what reasonable costs would be,
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not only for the descrambler, but also for service provided from
cable stations

For example, in my State, In my area, my State 1s the most
densely wired State in the Union We have lots of cable There’s
nobody, virtually nobody, who can’t get cable And yet we have sat-
ellite dishes going up What 18 your explanation as to what the ra-
tionale 18 for the growth of satellite dishes 1n areas that obviously
are not rural and obviously have access to cable? Is 1t merely the
free nder argument that you're talking about, or are there other
reasons that people would turn to satellite?

Mr Brooks Well, people who turn to satellites are trymng to find
that something for nothing that everybody 1s looking for However,
this 18 ultimately resolvable The pricing structure seems to be a
key 1ssue, and everyone we’ve been able to contact 1s interested 1n
pricing equitably at or even below existing cable base

Mr Pfeiffer here, his company has already set policy pricing It
might be interesting to have him comment on that

Mr PrerrFer Thank you, Bill Mr Chairman, my testimony on
this pricing 18 1n the form of a rebuttal to the gentleman from Four
Corners on his testimony, who stated that the cost of these signals
to dishowners could be as high as $100 to $200 a month

My company, TCI, 1s the largest operating cable company 1n the
United States today We operate eight systems in New Mexico We
have already put into motion a marketing plan to offer a consorti-
um of satellite services for as hittle as $6 a month It 1s a far cry
from the $100 to $200 that was stated earlier

Right now we’ve signed with 12 cable programming satellite
services, when they scramble, to have these offered So our technol-
o%y and our marketing plan 1s 1n place before the scrambling takes
place

Mr Frorio How does that compare with the cost of services that
are provided to cable subscribers? I thought I heard someone say
$11 a month just for HBO Is that $6 a month for the whole range
of services?

Mr PreIrFrer No, sir We are talking about two different types of
programming We are talking about cable satellite programming,
and then we are talking about pay programming, pay program-
ming being HBO, Cinemax, Show Time, The Movie Channel, et
cetera

In contrast, the satellite programming we are speaking of are
services such as USA Network, ESPN, Nashville Network, et
cetera We are offering a consortium of these channels for as httle
as $6 a month And night now we have signed or we expect to sign
20 In my franchise area we offer these services on our basic cable
service for $13 25, so 1t 1s far less than what our cable subscribers
are paying

We also, in this marketing plan, plan to offer HBO, Cinemax,
Show Time, the pay services for $10 a month Now our customers
pay $11 95 a month for this service So we recognize the fact that
the cable subscribers, 1n their monthly fees, are also paying for the
upkeep of the cable system The TVRO owners already have their
equipment, they already have their system We are marketing this
to them at a much lower rate than our customers are paying
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Mr Frorio So you say that the rural people that have satellite
dishes that are not serviced by a cablewide system should not be—
1t seems to me equitable to say they should not be charged for their
proportional share of the fixed cost of a cable network if the cable
network 1s not there So that 1s the rationale of being able to pro-
vide a lower cost to rural satellite dish people than to the satellite
dish person who 1s 1n a service area of a network, of a cable net-
work, 1s that what you are saying?

Mr PrErFrer That 1s correct

Mr Frorio Is that an industrywide practice? Because in some
instances, if that i1s not the case, dish operators could very legiti-
mately point out that they are being charged—certainly, if they
are being charged more than a cable subscriber, that 1s clearly 1in-
equitable In some respects, if they are being charged an equal
amount to a cable subscriber and they are not 1n any way detract-
ing from the revenue base that 1s needed to finace the costs of the
wired system, that 1s 1n a sense an overcharge

Mr Prerirrer This, I behieve, 1s where the competition of the
marketplace comes 1into effect There will be more than one place
that this 1s available at You do not have to buy 1t from your cable
company 1f you do not want to, and this 1s where competition keeps
the marketplace going

Also, I would like to make a statement that the descrambler cost
we have already mentioned 1s $395 In our marketing plan that
TCI has put into effect, we are not selling the descrambler to the
customer We will lease 1t to them They do not have to put $395
up front They do not have to pay a large deposit We wall charge
them $6 a month for that descrambler, and this 1s far less than the
mmtial outlay of $395 that a customer would have to put to get it

Mr Fiorio Let me at this point yield to the gentleman from
New Mexico

Mr RicHArRDsON Thank you very much, Mr Chairman

Gentleman, I have an article 1n front of me that describes a van-
ety of descramblers It 1s from an industrywide survey magazine,
TV Satellite Video World Is 1t not confusing, can all of these de-
scramblers be addressed through—let me see i1f I can pronouce this
properly—MA-COM scrambling of HBO or Cinemax signals? Isn’t
this confusing, to have all these descramblers?

Mr Brooks At this point in time, Mr Richardson, 23 cable pro-
grammers have committed to MA-COM We, as cable operators, are
basically 1n the same boat We do not need four or five different
types of descrambling schemes for the cable programmers

For instance, this one can handle 56 channels with the MA-COM
version of scrambling For another cable programmer to do the
technology and investment in changing that, number one, they get
an uproar from the cable operators because they are going to have
to also deal with different types of scrambling It would be like
somebody making an 8-1nch wheel, for instance, for a car They are
not going to sell any of them

Mr RICHARDSON Are any major programmers committed to that
descrambler?

Mr Brooks All of the major programmers are committed to the
MA-COM technology
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Mr PrerFrer I would like to point out an interesting fact Testi-
mony has been brought up where this one descrambler will de-
scramble all the channels that are scrambled Of course, the 23
that have been announced that will be scrambled, the customer
can get all of those with one descrambler That 18 not the case with
the cable operators The cable operators have to have one de-
scrambler for every channel that we carry on our cable system So
we, 1n fact, will be purchasing—and here 1s an example of another
advertisement that 1s going out Why do we have to buy this de-
scrambler, and the cable people get 1t free? We are purchasing one
descrambler for every channel that 18 scrambled Right now in
Hobbs, I have to purchase 14 descramblers That 1s a pretty big
outlay just to get the services to our customers

Mr Frorio Just a technical question How 1s the ownership of
cable distributors and programmers divided? How does that work?

Mr Brooks Mr Chairman, I think you had really better address
that question to the programmers themselves, because we are just
t}}:e glstnbutor of their product You are talking about the owner-
ship

Mr Frorio Yes Well, the reason I asked this 18 because some of
the dish dealers are concerned that cable companies plan to totally
monopolize the marketing of satellite-distributed programming
That 18 the reason I am asking the question, and perhaps I should
follow that up with Is this a legitimate fear?

Mr Brooks Congressman, you know, I am a small, independent
operator

Mr RicHARDSON My constituent 1s from Belen

Mr Brooks Yes, sir We represent 6,000 of the 9,000 cable sys-
tems 1n this country That 1s why the chairman 1s asking about
universal pricing Six thousand ofy us are totally independent We
are independent 1n 1deas, and I am sure our pricing may take as
many as 6,000 different forms

If I may, Mr Chairman, you made reference to the programming
sources and their control The folks, I understand, in the TVRO 1n-
dustry have contemplated and already proposed creating their own
programming We welcome that Competition 1n the marketplace
seems to me a very healthy thing This programming was created
for the cable industry If they propose to create separate program-
ming for themselves, it would be competition 1n the marketplace
and very healthy for all of us

Mr RicHARDSON Do you have—or maybe this should be to the
head of the association—subscription services for dish users? Do
you plan to do that?

Mr Epwarps As far as the scrambled services are concerned? I
think most of those on a statewide—as individuals, corporations
such as Jones and TCI have their own corporate guidelines and/or
policites My particular company 18 much on the same line as
John’s We will charge only $10 45, shightly different But every
cable system being owned by different people, they’re going to have
different pricing structures But you're not going to see anything
beyond what a cable subscriber is paying, because he has to have
basic service, and then comes additional programming

Mr RicHarDsOoN Getting to the deceptive advertising issue, and I
think this certainly has been a hobbyhorse of mine, I've seen some
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dish dealers use 1t, but I've also seen some cable operators put out
advertising that says something like this All stations will scram-
ble, et cetera, et cetera What kinds of efforts have been made 1n
New Mexico, both at the State level or within your own associa-
tion, to stop this kind of advertising, to curtail the misinformation
that might get to the public? Maybe the head of the association or
Dale, maybe you've got some 1input

Mr Epwarps Well, at this point 1n time, as an association, we
can’t mandate what a particular advertisement has to be It would
be, I think, a violation of antitrust laws 1f we told all cable opera-
tors, some being independent, some being owned by different corpo-
rations, 1f we requested them to do one particular type of advertis-
ing and none other That’s usually left up to the operator himself
And unfortunately, some operators have advertised that way I
know of none 1n New Mexico that have taken that stand

Mr RicHArRDSON But Dennis, you don’t encourage that What
steps have you taken to discourage that? It doesn’t have to be a
mandated law, but I suspect that there 1s information that you can
channel that does not encourage this sort of thing

Mr Epwarps Well, I believe 1n our discussions just as an asso-
ciation we have determined that we do not like misleading infor-
mation 1n print because of what we feel 15 misrepresentation of an
item But we certainly are not going to enforce or ask somebody
to—I think I'm familiar with the advertising you're referring to I
was sent some that asked me to run an ad that said Your dish is
not going to be anything but a birdbath after January 31 But
that’s ridiculous I didn’t run 1t

Mr PrerFrFer I received the same ad from a cable programmer,
and I did not run that ad, either We, of course, want to get the
mmformation out as much as possible And as an association, we
strive for that And as I stated, we can’t control the individual op-
erator But we certainly, as an association together in our meet-
ings, can let them know what we, as entrepreneurs, expect to do

Mr RicHARrDSON I guess I'd like to ask Dale Strong if you have
any plans to expand the number of services to your customers
How many stations are your customers able to view 1if, say, they
subscribe to the top-of-the-line package? And do you have any
plans to get into the satellite business, too?

Mr Strong Qur top-of-the-line package includes five different
movie services We rarely sell that particular package There are
26 channels at the present time for us 1n our particular system, 21
of which a subscriber can get for about $13 a month The others
are movie services, and they are necessarily priced higher We are
almost certainly going to be investing considerable money 1n the
syslt;em in the next year to expand the system to probably 42 chan-
ne

In regard to the dish business, I really could not say There are
other United Cable Co operations, for instance, 1n Casper, WY,
that are getting into the dish business as an incremental revenue
for the system Casper happens to serve a rather large rural area
surrounding Casper, so 1t makes more sense for Casper to get into
that business than 1t probably does 1n Santa Fe But we’re looking
at 1t You know, we’re looking at anything, as a good businessman
must, to create, maintain, and expand a viable business
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Mr PrerFFER Yes Well, Mr Congressman, we at TCI do not
plan on getting into the dish business But we, of course, recognize
that there 1s a market out there, that people need to receive these
signals And we 1ntend 1n the interim, until a business 1n our area
plans to distribute this, to make 1t available to our subscribers, to
make 1t available to the people that have dishes 1n our area so they
can receive this

Our total top-of-the-line package 1n Hobbs, 4 paid services and 21
satellite channels, would cost $48 a month And if we provided this
same package to a dishowner, 1t would be somewhat less than that
So like I stated earlier, the $100 to $200 a month fear 1s really just
that, 1t’s speculation and fear A lot of these marketing strategles
are already 1n place

Mr RicHARDSON One last question, just a technical one, 1n terms
of my il I mentioned to Mr Greer—you heard him say he
thought the bill would be improved if we added positive provisions
that, one, decoders are available, and two, information on which
ls)tellltr;)lons are scrambled Would you support that addition in my

1

Mr EpwaRrDps Yes, sir, definitely

Mr RicHarDsON I just wanted to get that in for the record I
want to commend you for your statements I think we obwviously
have some differences, and I would encourage some dialog with the
dish people I think this 1s always helpful I, for one, would like to
thank you for the relationship you’ve had with my office, especially
Mr Davenport, I think, on the two satellite dish 1ssues We obwi-
ously disagree, but nonetheless I think 1t’s important that we con-
tinue to work together Mr Chairman, I think my time 1s up

Mr Frorio Thank you very much Let me just, with a parting
word, also stress my appreciation to the witnesses on this panel
But I also want to encourage them, as I encouraged the satellite
dish distributors, to try to come to some position within the indus-
try itself and then to try to facilitate some type of cooperative
effgft between the two industries for the benefit of the consuming
public

These are not times when there 1s a lot of interest in governmen-
tal regulation 1n anything But if abuses occur 1n areas, that gov-
ernmental regulation 1s certainly always there And, to a degree,
we can get better and more effective responses to problems as a
result of voluntary coordination, voluntary cooperation That’s
preferable But if that doesn’t happen, then there 1s always the re-
sidual capability of having a higher degree of regulation and intru-
si1on 1nto the marketplace

So I just put that on the table as something that 1s always here
that business people should be aware of I know you’re sensitive to
that, and I know you’re going to try to do everything possible to
resolve problems before we have to get to the next stage, whether
it be legislation or regulatory systems being put into place But I
want to express my appreciation for your presence here today
Thank you very much

Mr SrronG Thank you, Mr Chairman

Mr RicHarDsoN Mr Chairman, I would like to ask unanimous
consent, if I could, if at the end of the last panel—there are a
number of private citizens that would like to make a statement,
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and, time permitting, if you would allow that at the conclusion of
the last panel

Mr FrLorio At the conclusion of the last panel, if we have time—
and I've informed you what our time constraints are—we would be
pleased to hear very briefly from some people And if we do not
have time—and even 1f we do have time and there are other people
who want to make statements, the record of this congressional
hearing wll be kept open for 2 weeks so that individuals who want
to submit written statements to be included 1n and made an official
part of the Congressional Record will be authorized to do so Gen-
tlemen, thank you very much

We now have our next panel of witnesses, which 1s made up of
Mr Joseph Carriere, of Caprock Telecasting, of Roswell, NM, Max
Sklower, of KOAT-TV, Albuquerque, NM, Mr Donald Wear, vice
president of Policy, Columbia Broadcasting System, New York, NY,
and Mr Jerry Danziger, general manager of KOB-TV, NBC Affili-
ate, Albuquerque, NM

Gentlemen, we welcome you to our committee Mr Carriere,
we're very pleased to hear from you I hope I pronounced your
name correctly

STATEMENTS OF JOSEPH CARRIERE, PRESIDENT, CAPROCK
TELECASTING; MAX SKLOWER, GENERAL MANAGER, KOAT-TV,
ALBUQUERQUE, DONALD WEAR, VICE PRESIDENT OF POLICY,
COLUMBIA BROADCASTING SYSTEM, AND JERRY DANZIGER,
KOB-TV, ALBUQUERQUE

Mr CARRIERE Yes, 1t’s close enough

Mr FLorio Please feel free to proceed

Mr CarriERE Mr Chairman, Congressman Richardson, thank
you for the opportunity to be here today I'm Joe Carriere, presi-
dent of Caprock Telecasting, a New Mexico corporation We have
KBIM-TV, a CBS affihate in Roswell, NM, and KCBD-TV, an NBC
affihate 1n Lubbock, TX, both small markets

I am immediate past chairman of the CBS Affihate Adwvisory
Board, president-elect of New Mexico Broadcasters, and director of
the Association of Maximum Telecasters Occasionally I get home
to visit my fammly

Recently the CBS Television Network Affiliate Association and
the CBS Television Network announced the formation of a task
force to examine ways to extend the network/affiliate service to as
many homes now unable to receive a CBS network affiliate as pos-
sible, while preserving the current network/affihate distribution
system I have agreed to serve on the task force

I am truly concerned about the continuance of the affihate/net-
work signal transmission as 1t has existed for the past 40 years
Historically, landlines have been the vehicles by which we have re-
cewved and transmitted privileged signals, privileged, of necessity,
for program continuity and congruity affording the appropriate
program at the appropriate hour for each time zone All that has
now changed are the delivery systems themselves, from landlines
to satellite transmissions

Not only are these transmissions more economical for all con-
cerned, they have fewer interruptions and offer an 1mproved pic-
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ture quality I ask you to join with us 1n continuing to maintain
the confidentiality of these transmissions and, in effect, the integri-
ty and localism of the affiliate stations

I fully realize that most discussions of scrambling will be con-
cerned with HBO, Cinemax, sports, and the exotic and/or erotic
programming This 1s frankly not my concern

I care very much about network signals being transmitted across
the country to three or four time zones daily, 1n addition to special
news feeds, promotionals, and program materials and all those
transmissions we and our network deem necessary to maintain an
affihate/network business relationship which ultimately, in proper
format, 1s transmitted to our viewers

In order to continue this relationship, 1t 18 vital that we be al-
lowed to scramble network signals so that the local stations can
gather, assemble, and transmit daily programming that 18 perti-
nent and meaningful to 1ts audience

Without this opportunity, the viewing public will be confused,
the local stations will be bypassed, and the American system of
telecasting as we now know 1t will be seriously damaged to the
pomnt of no recovery Consider your communities without a local
television voice

Although this scenario may seem extreme, I am convinced that
network affiliates must be encouraged to continue to program for
their communities, network as well as local programming, 1n the
proper format

Network affiliates should not and need not be involved 1n any
discussion or decision concerning scrambling as related to dish-
owners and pay services If, however, the public whom we serve are
led to believe that their free network signals are to be available in
a nonscrambled mode by other than network affiliates, then I offer
for your consideration that this 18 a misconception that should be
corrected

I urge Congressman Richardson to introduce this bill, the lan-
guage of which I've seen, dated February 5, in a discussion draft
Gentlemen, I thank you for the opportunity to speak to you

[The prepared statement of Mr Carriere follows ]
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CAPROCK TELECASTING INC.

Box 910 Roswell New Mexico 88201 505/622-2120

I'm Joe Carriere, President of Caprock Telecasting (KBIM-TV, Roswell,
NM, CBS and KCBD-TV, Lubbock, TX, NBC), Immediate Past Chairman of
the CBS Affiliate Advisory Board, President Elect of NM Broadcasters
and Director of the Association of Maximum Telecasters

Recently the CBS Television Network Affiliate Association and the CBS
Television Network announced the formation of a Task Force to examine
ways to extend the network/affiliate service to as many homes now
unable to receive a CBS Network Affiliate as possible, while preserving
the current network/affiliate distribution system I have agreed to
serve as a member

Recently the 1ssue of scrambling of television signals has come up

for discussion 1n the Congress of the United States 1n relation to
advertising practices in the satellite dish industry In my estimation
this emotional 1ssue will be blown out of proportion as the satellite
dish distributors and owners, the cable TV operators and our noble
friends, the press, dramatize these events

At present there are 997 of the population who can receive network

affiliate signals in their homes This leaves approximately 400,000
" potential viewers who may or may not have this capability 1'm convinced

that 1f these people were visited by television stations engineers

the number of non-viewers would decrease saignificantly as sets would
be properly tuned and antennas properly aligned and attached The

affiliates and the network have joined forces to continue to find ways
|to bring our signals to the remainder of these people

I am truly concerned about the continuance of the affiliate/network
signal transmissions as 1t has existed for the past forty years
Historically land lines have been the vehicles by which we have
received and transmitted privileged signals Priveleged, of necessity
for program continuity and congruity affording the appropriate program
at the appropriate hour for each time zone All that has now changed
1s the delivery systems themselves, from land lines to satellite
transmissions Not only are these transmissions more economical for
all concerned, they have fewer interruptions and offer an improved
picture quality I ask you to join with us 1n continulng to maintain
the confidentiality of these transmissions and in effect the integrity
and localism of the affiliate stations

I fully realize that most discussions of scrambling will be concerned
with HBO, Cinemax, sports and the exotic and or erotic programming
This 1s frankly not my concern

KBIM T KLBD TV
CBS Roswell \M \DBC Lubbock TX
505/622 2120 806/744 1414
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1 care very much about network signals being transmitted across the
country to 3 or 4 time zones daily 1in addition to special newsfeeds,
promotionals and program materials and all those transmissions we and
our network deem necessary to maintain in an affiliate/network business
relationship which ultimately in proper format is transmitted to our
viewers In order to continue this relationship 1t 1s vital that we

be allowed to scramble network signals so that the local station can
gather, assemble and transmit daily programming that is pertinent and
meaningful to 1ts audience Without this opportunity the viewing
public will be confused, the local stations will be bypassed and the
American System of Telecasting as we now know it will be seriously
damaged to the point of no recovery Consider your communities without
a local television voice

Although this scenario may seem extreme, I am convinced that network
affiliates must be encouraged to continue to program for theilr communities
(network as well as local programming) 1in the proper format

Network affiliates should not and need not be involved in any discussion
or decision concerning scrambling as related to dish owners and pay
services If however, the public whom we serve are led to believe

that their free network signals are to be avallable in a non-scrambled
mode by other than network affiliates then I offer for your consideration
that this 15 a misrepresentation and should be corrected

We must be allowed to continue to scramble our signals for transmission
1n our local communities for the above stated reasons

Respectfully submltted,

~.,,,\ g ?
S~
Joseph /A Carriere

President
Caprock Telecastang, Inc

JAC/aj
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Mr Frorio Thank you very much Mr Sklower

STATEMENT OF MAX SKLOWER

Mr Skrower Thank you, Congressman I presented some copies
of my testimony, and I would like to call your attention to the fact
that on page 2, the second paragraph from the bottom, I made a
correction, two words

My name 18 Max Sklower, vice president and general manager of
KOAT-TV 1n Albuquerque, NM I have been the general manager
of KOAT-TV for 28 years

Before I proceed further, I would like to say that I read and I
heard Joe Carriere’s testimony, and I agree with his testimony 100
percent Some of what I say will duplicate what he says

In regard to home satellite dishes, I can understand why many
potential viewers of television programs may have wanted a satel-
lite dish 1nstead of subscribing to cable TV

However, 1t has always been apparent to me that the program-
mers whose signals were up on satellites would want to eventually
protect their assets Remember, the only asset a programmer has 1s
his programs He has either produced these programs himself or
purchased the programs at considerable expense

Some programmers protect their asset by selling advertising on
their programming In this case, many of these programmers wish
to obtain the widest possible audience

Other programmers are strictly pay-for-view programmers, such
as HBO and the Movie Channel Since these programmers don’t
sell advertising, they can only exist if every viewer pays a price to
view the programs they have either produced or purchased

There are other hybrid programmers that sell advertising, but
they also can receive dollars from cable operators Some of these
are ESPN Sports Network, CNN Cable News Network, and USA
Network, which 1s the old Madison Square Garden Sports Network
These people sell advertising, but they also charge the cable opera-
tors, who 1n turn charge the subscribers

Therefore, as I said earlier, 1t has always been apparent to me
that at some point 1n time a number of 1mportant programmers
would scramble their pictures

I think that anyone interested in purchasing a home satellite
dish should take 1t upon himself or herself to carefully determine
what programs will be scrambled And if they are scrambled, how
n}11u0h9 money will they, the home user, have to pay to unscramble
them

KOAT-TV has made a special effort over the years to see to 1t
that all of the viewers 1n our vast coverage area, which 18 160,000
square miles, have access to an off-the-air picture To accomplish
this, KOAT has erected a number of translator and booster stations
wherever FCC rules permitted We have also assisted many com-
mumties with financial aid and/or technical aid for their own
translator associations Currently there are 82 translators carrying
KOAT-TV’s picture through a four-State area Of these, 14 are
owned by KOAT-TV

In addition, KOAT has applied for a construction permit to oper-
ate a high-powered satellite station covering the southwest part of



51

the State from a mountaintop near Silver City This station should
go 1nto operation this year KOAT-TV 1s also carried by 49 cable
systems throughout our four-State coverage area

We are constantly working on ways to legally serve as much of
the State as possible This has taken a huge investment 1n dollars
and manpower

To our knowledge, there are only a few people who are not serv-
1ced with a direct signal from KOAT-TV We have tried to assist
those who have contacted us who are not getting a good picture,
but they are a very low percent, I would guess less than 1 percent
Our policy, incidentally, 18 that anybody who doesn’t get a good pic-
ture, we certainly talk to them And we’ve sent engineers out to
areas where they say they are not getting a good picture, and we
are very interested But we have heard from very few people who
are not getting an off-the-air picture

Also, there are certain areas that we cannot legally cover with
translators because they are in the direct viewing area of another
ABC affihate who has protection 1n his franchise area However, 1n
those areas the ABC signal 1s being furnished by off-the-air, cable,
or translator signals produced by that particular ABC affiliate

It 18, therefore, not 1n our interest to have a home satellite user
intercept the ABC network signal and bypass our programs be-
cause we can only exist 1f we have circulation which 1s viewed from
our station We make our money and survive by selling advertising
time to advertisers who want to reach into as many homes as possi-
ble with their advertising messages

So to protect our franchise, ABC will be scrambling their satel-
hte pictures which they send out to their affihates Joe Carriere
covered that quite well

I won’t at this time, unless asked, say what a network affiliate 1s,
because I think 1t 18 generally understood what 18 a network affili-
ate, what 18 an independent station, and what 18 a network-owned
station

I think this basically explains the way most TV station owners,
managers, and operators feel They have no quarrel with people
who want to purchase dishes to receive a variety of other pro-
grams, but not network programs

However, as producers of programming, we can sympathize with
other producers who rely on pay to view and various forms of pay
to view, including cable companies, who do not wish their produce
received for free

We also feel—I'm just about through We also feel that a poten-
tial purchaser of a satellite dish should be aware of all of these
ramifications I have never been a big believer in the Government
protecting everyone against themselves and everyone else On the
other hand, I am a big believer 1n truth in advertising I feel that
an advertiser must answer all questions truthfully and not misrep-
resent their products

To the end of educating the public, KOAT has put on several
news programs and news reports telling potential dishowners about
the forthcoming scrambling activity We 1ntend to put on more pro-
grams of this nature, including some question-and-answer type pro-
grams, if we see that this 1ssue becomes of further interest Thank
you very much for allowing me to testify
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Mr Frorio Thank you very much Mr Wear

STATEMENT OF DONALD WEAR

Mr WEeAR Thank you, Mr Chairman, Mr Richardson My name
18 Don Wear, vice president of policy for the CBS Broadcasting
Group I'd like to keep my remarks very brief because I think the
affilate perspective 1s the most important one and to reserve as
much time for your questions as possible

We very strongly support the intention of the bill Under the
terms of the Communications Act, network transmissions to affili-
ates are private transmissions and protected from interception or
other unauthorized use by the Communications Act And we think
1t only fair that the prospective purchaser of a dish be made aware
of that so that they can make an informed decision But you can’t
deal with that issue without, obviously, touching the overall 1ssue
of scrambling, and I'd like to just make two very quick points

TV networks are scrambling their signals, not out of some mean-
spirited desire to deprive people of the opportunity to receive our
services——

Mr RicHARDSON Excuse me, Mr Wear Can everybody in the
back hear him?

Mr Wear Sorry We do support your bill because we think 1it's
only fair to the consumer and possible purchasers of the dish to un-
derstand that the Communications Act treats and protects the net-
work transmissions as private transmissions

On the 1ssue of scrambling, we've decided to scramble our signal,
not out of some mean-spirited desire to deprive people of the ability
to receive the CBS network signal We want as many people to
watch CBS as possible, but we think 1t’s very important that they
do that through the structure of the network/affihate relationship,
because we are a composite of national and local services, and
tshat’s the strength of commercial broadcasting in the United

tates

So to that end, as Mr Carriere pointed out, we formed a task
force whose mussion 18 to try to identify complaints from people
who can’t receive an affiliate signal or don’t receive an adequate
one, to undertake ways 1n which the coverage of our signals can be
strengthened and extended through transmitter-repeater stations,
through working with the industry to improve transmission tech-
nology and receiver technology

It's also important to bear 1n mind the distinction between net-
work service and cable 1n considering the scrambling 1ssue As I
said, we're not a pure national service, directed toward viewers on
a subscription basis The fundamental predicate of our business 1s
localism and the affiliate station There are services that they can
provide and we can’t We provide a national component to that, but
1t 18 the local service that 18 most important and should be protect-
ed Thank you

Mr Frorio Thank you very much Mr Danziger

STATEMENT OF JERRY DANZIGER

Mr Danzicer Thank you, Mr Chairman and Congressman
Richardson My name 18 Jerry Danziger, and I'm wvice president
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and general manager of KOB-TV, NBC affihate in Albuquerque,
and KOBF-TV, Farmington, and KOBR-TV 1n Roswell Our parent
company 1s Hubbard Broadcasting, located in St Paul, MN I am
not an engineer, and I may not be able to answer any technical
questions you might have, but I'm speaking to you today as repre-
senting Hubbard Broadcasting

Hubbard Broadcasting has made a substantial investment by
purchasing two transponders on RCA’s K-2 satellite In addition,
they also have an option to purchase two additional transponders
on the same satellite K-2 was placed 1n orbit 1n the latter part of
1985 RCA’s K-2 broadcasts 1n the K band, unlike the C band that
most satellites are currently sending out signals that are in orbit
today I believe that most homeowners have C band dishes in their
backyards, and C band, I understand, does not pick up the K
signal K band 1s a newer technology that can be more powerful,
and 1t can be received on a smaller dish Hubbard Broadcasting 1s
proposing to use their channel to offer broadcast stations first run,
made-for-television programming

In addition, they will use the same transponder to send high-
speed data from point to point Hubbard plans to encrypt this
signal using a B mac format, which I understand 1s a scientific At-
lantic process In order to have these transponders be financially
successful, they must be able to sell time for data transmission and
they must be encrypted You cannot expect anyone to send confi-
dential data over a circuit that 1s not secured and protected from
competition

In addition, they need the ability to send the programs from one
station to another and make sure that it 1s an exclusive feed For
example, KOB may want a story from Boston, MA We would con-
tract with WCVB, a television station in Boston, to uplink from
their facility to a satellite And because the signal in encrypted,
only KOB could decode 1t and receive it No other station in the
country could pirate 1t, and it would remain our exclusive story

With encryption, Hubbard could sell to a national advertiser that
has the need to put different tags at the end of the commercials
Only with encrypted signals can each station receive their message,
only Scrambling or encryption 1s a must for those that invest in
owning transponders in order for them to recover their investment
and show a profit Thank you very much

Mr FrLorio Let me thank you very much And Mr Danzger, I
want to express my particular thanks to you because your last
point was really very instructive for me to start understanding
what the problem 1s I can understand that last point that you've
made, that you've got the network feed coming 1n and 1t comes 1n
to the local affiliate, and the local affihate wants to have advertis-
ing from Jones Hardware Store 1n town And if someone 1s watch-
ing the network feed on the television, they are not watching your
affihate version of the feed wath the local subscriber Am I correct?

Mr DaNzIGER Yes

Mr Frorio So I understand that Because, quite frankly, prior to
that, I wasn’t sure what the problem was Because 1If you're talking
about seeing the same thing, your advertisers are being seen by
people 1n the same area
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Let me ask a question with regard to the coverage rate, though
Now Mr Sklower, I understand that you have the maximum cover-
age 1n the State from your affiliate, 1s that right?

Mr SkrLower Well, we have a wide circulation, and so does Mr
Danziger’s station, and I know he has the three stations that he
mentioned

Mr Frorio Are there people 1n the State of New Mexico that
can’t get your affihate’s signal and people who can’t get your affili-
ate’s signal and people who can’t get your affihiate’s signal?

Mr SkrLower I would like to ask anybody 1n this room right now
to stand up that can’t get our signal

Mr Frorio I see hands being raised

Mr SkrLoweErR Where do you live?

A Voice Two miles from Albuquerque, right behind your trans-
mitter

Mr SkrLOWER I've never heard from these people before today

Mr Frorio First of all, let me continue control over this hear-
ing More importantly, let’s assume there are people in the State
that can’t get your signals Don’t you, 1n a sense—and I'm particu-
larly talking with regard to people from the networks—don’t you
have some 1nterest 1n trying to help them get your signal?

Mr SkrLowerR We have responded 1n the past to everybody who
has contacted us, and we've tried to find ways to get them our
signal One of the problems 1s that the FCC rules do not permit us
to put up enough booster stations sometimes because of conflicting
frequencies

Mr Frorio The frequency situation means that they would get
somebody else’s affilhate So theoretically—I'm sorry, you're the
CBS affiliate?

Mr Skrower ABC

Mr Frorio ABC If your signal can’t be boosted because of con-
cerns about another ABC affiliate, theoretically that means those
people would get the other ABC affiliate, doesn’t 1t?

Mr SkLower That's not the case with these people who men-
tioned that they are lhwving close to Albuquerque, because the
mountains are blocking their house We could help these people 1f
we were allowed to put certain translators in, but the FCC right
now 18 bogged down with translator applications It’s 3 years now
to get a translator permmt So that’s an imnteresting problem We
always try to help, but this 1s the first I've heard from these
people

Mr Frorio Mr Wear

Mr Wear Mr Chairman, that 1s precisely why at least CBS af-
fihates have formed this task force We would like to be able to get
every person who wants to see the CBS signal We would respond
n the first instance to complaints CBS would send someone out to
ls)eedlf there’s a new antenna configuration or something that can

e done

But we want to go beyond that We want to address the situation
that Max was talking about, about the backlog of translator-repeat-
er applications at the FCC We want to look to ways we can
strengthen the signal so we can fill in these pockets of bad recep-
tion or extend the coverage areas And it's only when we have ex-
hausted those approaches to maintain the network affihate, the
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over-the-air structure, that we think the satellite receiving problem
ought to be addressed But 1t’s incumbent upon us, I think, to work
first waithin the existing structure to see if 1t can be improved and
maximized

Mr Frorio Is there technologically a way that, after you ex-
haust all your efforts to provide these people with a signal and you
can’t do 1t for whatever reason, 18 there technologically a way—
you’re not thinking about getting into the descrambling business,
are you”

Mr WEaAr No, not at this point, but we're prepared at the end of
this road to address that question But we want to go down the
road first to make sure that we have extended the terrestrial
system as far as technologically possible

Mr Frorio The reason I think that i1s certainly something you
will do 1s because, 1n my opinion, that 1s 1n your interest

Mr WEeAR Absolutely

Mr Frorio I've heard the cable people here make their point,
and I've heard that it 1s not 1n their financial interest to allow sat-
ellites, necessarily But 1t 1s 1n your financial interest to allow sat-
ellite use 1f there 1s no other option 1if it enhances your viewing au-
dience So I'm a little more confident that at some point you will
come to the conclusion that it 1s 1n your interest to allow satellite
use 1if there 18 no other option

Mr Carrieri Idon’t think we're ready to go that far yet, but we
need to certainly investigate 1t I'd like to offer two points for your
consideration and hopefully clarification

Max’s station does have the largest circulation 1n the state I live
n the southeastern part of the State We have competing CBS sta-
tions from Albuquerque, Amarillo, El Paso, Lubbock and Odessa
There 18 no lack of CBS signal in the State of New Mexico We've
had no comments and letters at all to that effect in our part of the
State And if we do, we will go to the individual viewer and make
every effort we can Sometimes 1t's a cable problem, but just as
often 1t’s a problem with the antenna, the tuning of the set

The second point I'd like to make for clarification as to the seri-
ousness of the situation, if the signal that CBS sends to my sta-
tion—now remember, they're sending to four different time zones
daily We are a bastard time zone We have no feed Some of us
must delay at our own expense, and some of us must choose to go
live We have to take that signal, insert commercials and provide
room for local newsbreaks 1n order to put the station on the air for
the Mountain Time Zone And if the local station 1s not allowed to
make these contributions to the network signal, then you have a
CBS network that has exactly four licenses and none of them 1n
the southwest

Mr Frorio If this congressional hearing serves no other pur-
pose, 1t has obviously got you a little more aware that there are
some problems, and that’s valuable And I’'m sure Mr Richardson's
staff people will be pleased to talk with you after the hearing 1s
over, and the audience will want to get your respective names and
addresses and communicate with you with regard to their specific
problems

Mr Carriere We encourage that, sir

Mr Frorio Thank you Mr Richardson
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Mr RicuarpsoN Thank you Maybe I should ask, for the record,
if any of the network affilates have any statistics for the number
of New Mexicans that, in your statistics, don’t receive a network
signal Are there any?

Mr Carriere There are none that we know of We're looking at
this task force that we've formed It’s about 30 days old now We'll
be working toward that aim

Mr WEeARrR Congressman, you can approach it in two ways, and
we are One 18 on 1individual viewer complaints If someone writes
and says that they can’t receive the signal, that’s the best way for
us to know about 1t and deal with 1t

Also, as an abstract matter, we're always taking State-by-State
breakdowns of station coverage areas, cable system coverage areas,
translator-repeater coverage areas, and trying to 1identify what are
known 1n the terminology of our business as white areas That 1s
an area that 1s not served by an off-the-air signal, by a cable
system or by a repeater It 1s our plan to then go to the FCC to see
if we can’t get some kind of translator-repeater or other assign-
ment to extend the signal over that area I think that in many
cases we'll be very successful

Mr SkrLowEer I have one final statement I have to leave very
soon, but I invite all the people here who can’t get our signal to
write to me or call me collect, and I'll certainly try to work with
them That’s always been our policy, and I would stay today, but I
have an appointment

Mr RicHARDSON I want to thank you for that, Mr Sklower I
think you have been extremely responsive, at least with this com-
mittee and with me By the number of people that stood up here
and said that they weren’t receiving your signal, I'm also getting a
httle worried, because a neighbor of mine, a soon-to-be neighbor
from Tesuque, stood up And I plan to move there, and I'm going to
be 1n bad shape 1f I can’t get anything myself Mr Sklower, do you
have to leave right now?

Mr SkLOWER Yes

Mr RicHARDSON Let me just ask this question, and hopefully
you and the others can address it Should the Earth station viewer,
not the dish dealer, the dish installer, be concerned about a possi-
ble future antitrust situation? Here we've been encouraging you,
the cable operators, the dish owners, the networks, to work closer
together Should the guy that owns his station be worried about a
possible antitrust problem in the future if you guys get too close
together? And that 1s the cable operators, the networks and the
dish dealers

I'm thinking of a person that 1s out there who has paid $2,000 for
their dish and they've got all these expectations and there's such
technology appearing 1in the future and so many promises made Is
that person—should they worry?

Mr SkrLower Most of the people that were standing up I would
guess are not even 1n the range of cable, so I don’t see where they
have to worry about broadcasters and cable

Also, I can tell you that the broadcasters and cable companies
are at odds most of the time We are not crazy about the fact that
cables are offering a hundred different channels, because that
waters down our viewing So we cooperate with the cables, but
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they're not helping us a whole heck of a lot because 90 percent of
the time the people that are getting the cable could have gotten
our signal without the cable So you know, the cables serve a pur-
pose We don’t have anything against them, but they’re not really
helping us So I don’t think you’ll see us 1n bed with the cable
people too often

Mr WEAR Mr Richardson, I think the nexorable trend of our
business 1s that it 18 competitive now and 1t 1s getting increasingly
competitive And the 1dea of some kind of conspiracy to act in con-
cert to diide up our markets or deprive people of alternatives to
particular services 18 just not—it’s impractical The technology and
the prospects of our business are moving 1n such a way to the pro-
liferation of services and not the detraction

Mr RicHArRDSON That would lead me—and this 1s for the chair-
man, if you have to leave That proliferation of services, are there
any statistics? I think Joe Carriere may be the one that, as I under-
stand 1t 1n your area, you've got a lot of dishes, you've got cable,
you've got the networks Are there any statistics that you have
that your viewing base and, 1e, your advertising revenues, are
eroding, or 18 there any trend?

Mr Carriere Not to any significant degree And I might quote
Paul Bortz, of Bortz and Associates out of Denver, CO, who’s done
several studies, and he’s a recognized pundit for the industry He
seems to be correct 1n his appraisal of what’s going to happen It's
a very advantageous position to be in

The original estimates were that network viewing would be only
70 percent by 1990 We find now that he’s corrected his course,
along with David Poltrack, who 18 a vice president of research for
CBS And now we're looking at 1n the neighborhood of 75 percent
of that viewing We don’t see any significant change It hasn’t hap-
pened yet, but that doesn’t mean 1t can’t The competition will
always be there

Mr RicHArRDSON What about the others?

Mr DanziGer I was just going to say that the number of house-
holds that probably cannot receive any television in the United
States—Hubbard Broadcasting 1s the license holder of a construc-
tion permit for a direct broadcast satellite, and they’'ve done some
extensive research, and 1t’s a pragmatic organization And I believe
they've found about 2 million households 1n the United States that
cannot receive any television whatsoever They've located such
areas where there 18 no TV reception, off-the-air, that 18 So that
might help to answer your question as to how many people cannot
get television They cannot get network, cable, anything

Mr Skrower I'll make one statement You mentioned if this
proliferation of signals, cables, other stations and everything has
hurt our business The way 1t hurts our business more than any-
thing 18 that the producers of the programs that supply us now
have all these people bidding for the product So when Jerry and I
go to try to buy a show hke Wheel of Fortune or something hike
that and everybody else 1s bidding for 1t, our cost of business has
gone up

Mr RicHARDSON I think I've heard everybody say that you're en-
thusiastically 1n support of my disclosure ball, 1s that correct?

Mr WEear Yes
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Mr DaANzIGER Yes

Mr SKLOWER Yes

Mr CARRIERE Yes

Mr RicHArRDSON Do you have a position on the two other satel-
lite viewing rights bills, any personal position or official position on
the part of your business, the moratorium bill and the wviewer
r1g£$s bhill? Do any of you wish to venture them perhaps as individ-
ua

Mr Skrower I agree with your bills I'm shightly nervous about
the 2-year moratorium I think 1t’s a little unfair to the people who
own the rights If I were a movie producer, or an actor, or some-
body like that, I would have been smarting for many years from
people stealing my product But if 1t’s going to take 2 years, I'm not
that nervous about 1t

Mr WEAR We oppose the 1dea of a moratorium for scrambling
the network services We think that there’s every reason in the
world for us to try to protect the privacy of our transmissions now
But as I said, at the same time working to make sure that our serv-
1ces are available, as well, we think that that can be addressed 1n
another way other than placing a moratorium on scrambling

Mr RICHARDSON Jerry

Mr DanziGER One final word, based on network rates and how
they sell their time I was at A C Nielsen Co about a month ago—
that’s the people who do surveys—and found diaries that were
filled out by the satellite owners I questioned the people at the
Nielsen Company as to who gets credit for the viewing, and they
said nobody That means the networks are losing those viewers 1n
the overall numbers game, which means that they will, next time
around, be selling their time for possibly less dollars than they did
a year ago because of erosion And if they’re not getting credit for
the viewing, then 1t’s costing those networks

Mr WEeAR One final comment It’s important to bear 1n mind
that what we're talking about are discrete kinds of services, each
with their own character to the American people Network televi-
sion 15 one kind of service, based on localism Cable basic service 18
one kind, premium services, and 1n the future we may have five
different broadcasting services But I don’t think 1t’s right to try to
make one service with a particular character into another service
It’s important to maintain those distinctions

Mr CARRIERE Very briefly, if I may, the signal that 18 coming
out from CBS that 1s picked up will be scrambled shortly This 1s
bare bones It doesn’t include any local elements whatsoever, and 1t
bypasses completely the local television stations It bypasses the
local news, the local weather, the local information and offers no
public service at all

Mr FrLorio Let me express my appreciation to this panel for
your particularly interesting insight into a dimension of this whole
question that 1s not yet completely understood, I don’t think, so
thathyour testimony has been very helpful to us Thank you very
muc

We now proceed to the last panel of witnesses This 18 made up of
Mr Robert Suzenski, of Santa Fe, NM, John Ramsey, of Los
Alamos, NM, Dawvid Steele, director, Construction Industries New
Mexico Regulation and Licensing Department, and Mr Stuart
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Bluestone, director of the Consumer Protection and Economic
Crimes Division of the Office of the Attorney General of the State
of New Mexico

Mr RiCHARDSON Mr Chairman, I would like to ask unanimous
consent that following this—once again, time permitting—that if
there are any individuals that would like to make a brief state-
ment, I will be sending around a yellow pad And if you'd like to
make a brief statement, sign that And, time permitting, we will do
that Otherwise, I think, as the chairman mentioned, the record
will be open for 10 days and whatever statement you make will be
part of the Congressional Record

Mr FrLorio Mr Suzenski

STATEMENTS OF ROBERT SUZENSKI, SANTA FE, NM, JOHN W.
RAMSEY, LOS ALAMOS, NM, STUART M. BLUESTONE, ON
BEHALF OF NEW MEXICO ATTORNEY GENERAL, AND DAVID
STEELE, DIRECTOR, CONSTRUCTION INDUSTRIES DIVISION,
NEW MEXICO REGULATION AND LICENSING DEPARTMENT

Mr Suzenski Thank you, Mr Chairman, and thank you for the
opportunity of being able to address you today as a consumer As a
consumer, I'm solely interested in receiving a good product at a
fair price, nothing more I am, as our satellite dealers are, I am
sure, not a pirate We are people who are willing to pay for the
services offered at a fair price

The industry has, i1n my opinion, gotten a black eye 1n the last
few years that 1t does not deserve I think the adoption of the bill
that Mr Richardson has proposed would have the opposite of its
intended effect I think the industry would be given another black
eye that 1t does not deserve and that the press would pick up on
this and say, “The industry has gotten a slap on the back again,
and we're going to crack down on them ”

My input today can only come as a consumer I have been a con-
sumer of cable services, and I have recently purchased a dish The
reason I purchased a dish was very simple I did not get the service
from the local cable company, and I am 1n their franchise area

In 1977, when I purchased my home in the Bellamah Subdivi-
sion, right off Rodeo Road, 1t took 1 to 2 years to get this service
When I got it, 1t was not good The same thing happened to me
when I moved 1n 1985 to a new home I was in the franchise area I
got the runaround again from the cable company and did not get
the service I needed

I think the problems of the urban satellite dish users should also
be addressed by this committee That 1s that they are not always
being served by the local cable company And the reason for that I
think 1s at least clear to me It 1s my opinion that the reason 1s
that there’s no competition There simply 18 nowhere else to turn
When I could not get the service, I couldn’t get it anywhere else
And that’s the point where we are today, and I think the same
thing 18 happening again

HBO 1s only distributing through the local cable company As for
the network programs, I'm willing to pay them, as well I'll pay
them the 15 cents that, for instance, I think ESPN charges each
local cable company per subscriber on a per-month basis I’ll pay
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the networks that, as well as for ESPN and every other service
available, but I don’t want them cut off to me I don’t think that’s
good for the American consumer, I don’t think that’s good for the
public, and I don’t think 1t's 1n the public interest

I thank you very much for being able to address you today and
express my concerns as a consumer I really want to see the focus
of this committee and of Congress to focus on effective competition
to keep the prices down, make them fair and make all the pro-
gramming that’s there available My God, we've got the technology
Now let’s use 1t That’s what we're 1n space for We're there to be
able to use 1t

Just think what this would do 1f we could get enough satellites
up there and start transmitting across the world One of the prob-
lems 1n the world 1itself 1s, we don’t communicate We don’t get to-
gether as a people around the world I see this as sort of an interim
step to maybe, 20 years from now, my kids are maybe addressing a
committee like this What are the possibilities then if the peoples
of the world can communicate, if all of this communication can go
on as unrestricted as possible, but of course at a fair price? And as
a consumer, I'm more than willing to pay that price Thank you
very much, Mr Chairman

Mr Frorio Thank you very much Mr Ramsey

[The prepared statement of Mr Suzenski follows ]
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The Honorable James J Florio, Chairman

and the Honorable Members of the Sub committee
on Commerce Transportation and Tourism

Room H2 151 House Office Building Annex II
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wWashington, D C 20515

Re Pebruary 15 1986 Hearing on Advertising Practices
in the Satellite Dish Industry

STATEMENT OF ROBERT SUZENSKI, CONSUMER

As a consumer, I am interested in one thing a good product
at a fair and competitive price The recent scrambling of
satellite television signals by HBO and adverse publicity
surrounding the scrambling i1ssue has substantially impaired the
satellite television industry I understand I am told that
many small dealers have simply gone out of business, and that
the sales of satellite dishes for many other dealers have come
to a vairtual standstill Needless to say, this lessens
competition in the 1industry Lessened competition generally
translates 1nto higher prices and less services (programming)
The proposed disclosure bill, although I am sure well
intentioned, I believe would have the same effect thereby
tending to 1increase the price and lessen the availabilaty of
programming to the consumer

More 1mportantly, the proposed bill interjects additional
1ssues and considerations into an already unsettled marketplace
involving now, as 1t does the local cable television company as
well as the satellite television dealers 1t 15 my belief that
the enactment of the proposed disclosure legislation would put
the satellite television dealer at a further competitive
disadvantage especially with respcct to the 1local cable
television company In order to attempt to -equalize the
competitive effects of such a mcasure 1t would scem that
simi1lar disclosures should be required of the cable compamies as
well requiring them to disclose, among other things the
programming services availabie the percentage that they offer,
and the price charged for each service 1n smaller urban areas

64-168 0 - 86 - 3
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such as Santa Fe it would also seem appropriate to require the

cable companies to further disclose the geographical
availability of their services and their expansion plans with
some degree of reliability and accuracy If there 1s to be

disclosure, it would seem to be to the benefit of the consumer
that i1t be required of "both sides *

The imposition of a disclosure requirement itself, almost
necessarily implies to the consumer that there is something to
hide, that the entire truth i1s not being told, or that all of
the facts are not being presented and that all relevant
information 15 not being disseminated to the consumer to make an
informed choice The clear implication is that the entire
story 18 not being told As a consumer, I fear a plethora of
adverse publacity to add to that already directed against the
fledgling satellite television industry in the event that a
disclosure requirement were 1mposed upon satellite dish

dealers Such an enactment may well be the straw that broke the
camel’s back for a number of dealers, forcing them out of
business I am concerned that I may not then be able to get

service for existing equipment

Until prices came down to a level where they were
affordable for consumers, and satellate television got started,
I simply had no 1dea as to the programming that was actually
available to my local cable television company They certainly
did not tell me In order to make an informed decision as a
consumer, 1f there 18 to be a disclosure bill, T think that I
would want to know from both entites competing for my business
and have disclosed to me the program availability and costs As
to the charge for scrambled services, I would also want to know
what HBO and the other programmers are charging the distributor
on a per subscriber basis

I interpreted the law passed a year or s0 ago to mean that
all would have fair access to satellite television programming
and transmissions One of my great concerns, is that this in
fact not the case It 15 oy understanding that HBO, for
instance, charges the local cable company approximately $2 00
per subscriber per month, but that the local cable company will
charge approximately $12 00 per month to the subscriber, whether
or not the subscriber or the company has the investment in the
equipment

I have had experience both with cable television and
satellite television It seems to pe that the availabalaty of
satellite dishes has finally injected some competition into the
market place for the first time I cannot help but think that
this wi1ll benefit the consuming public
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When 1 first came to Santa Fe in 1975, having previously
lived in the Hartford, Connecticut area and in Miami, Los
Angeles and in the San Prancisco Bay area, my wife and I, as
many people do, rented an apartment and subscribed to cable
televigion As 1 recall, beyond the basic services at that
time, we also received a couple of Los Angeles television
stations that I understand, were transmitted over the ground by
microwave repeater stations

We later purchased a home in 1977 in what is commonly known
as the Bellemah sub d:ivision, being informed by the local cable
television company that easements were provided and cable would
be provided once the homes 1n our phase of the sub-division were
constructed We had been rather loyal subscribers We were not
happy with what ensued

To nmy best recollection, it took at least one year and
perhaps two years for cable to be installed We waited
patiently There was no competing service We had no choice
The mnost distressing aspect of this was howvever, the attitude
of the cable company We could never get a straight answer from
then Despite what they told us in the beginning, they siaply
never got around to 1nstalling the cables They kept putting us
off and telling us it would be a couple of months The months
came by and went

We finally were hooked up To our dismay, the service was

not very good There was now pore programming but the price
continued to increase I believe during the time that I had
service from about 1979 to 1985 that the price for the services
seemed to double In the meantime, the transmission was

intercrupted on numerous occasions, and there were periods of a
day or 80 when we received nothing on the cable Needless to
say, there was no abatement in price Moreover, when we called
the cable company no one ever would take responsibility and tell
us when service would be restored

The picture quality itself was another matter We had some
seemingly mainor but continual problems with bath the video and

audio transmissions On HBO for one thing, I can remember
vividly a continual audio hum The cable people seemed entirely
1nattentive to these problems No one would even come out

They just said {t was our television set We had just spent
over 51,000 00 for a state of the art Sony Console television

1 really don‘t think it was our television The problems were
really uainor but after awhile became quite aggravating We
though of discontinuing the service, but there was no competing
alternatave
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We bought a new home and moved in in February, 1985 This
was & couple of miles away from our old home and a lattle bit of
a step up for us It i8 on the outskirts of the city limits

toward I 25 Agaln, we were frustrated by the cable company’s
seeming fnability to give us a straight answer as to when we
could get service uUnder the circumstances, we thought we had

been loyal subscraibers and deserved better

When 1 was ready to move, I informed the cable company and
they indicated that they intended to have the cable installed in
oy new sub division where my new home was located the next month
and that I sghould simply keep the converter box so that they
could hook 4§t up at our new home They did not appear in March
to do so, nor did I see them in April or May I finally
returned my equipment at the end of may, 1985, only to be
charged for the three months that I did not have service upon
the threat of being turned over to the cred:it bureau In the
meantime, we still did not have cable service in our new
sub-division

I started to explore the alternatives as I received some
information from advertisements that I had begun to see by
satellite television dealers I spoke to a number of them in
Albuquerque and Santa Fe They were all very helpful and honest
about the scrambling issue

I called the cable company again to try to find out when
the cable would be installed They st1ll would not give me a
straight answer or any indication whatsoever I spoke to a
couple of =y neighbors wvho were also trying to get service and,
to wy surprise, they were very angry as they said that the cable
company had simply laughed at thenm. They were now also
exploring the possibility of purchasing satellite dishes

I purchased my satellite dish toward the end of the summer

(I believe this was in August, 1985) To my best recollection
the cable company did not 1install the cable lines in our
sub-division wuntil almost the end of last year (1985) We
received no advance notice and no one contacted us prior to the
fact, despite our repeated calls to the office I believe that
approximately six or seven households had already purchased
satellite television dishes 1n our new sub division due, 1n
part, I am sure, to the unavailability of cable television
service

I want the sub committee to know, that, in my opinion, 1f
anyone has misled me 1n this industry, 1t has been the cable
company and not the satellite television dealers Every
satellite television dealer that I spoke to prior to purchasing
the system that I did informed me as honestly and completely as
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they could as to the scrambllng lssue 0of course, I cannot
speak on behalf of other consumers It could certainly be true
that I got the right answers because I asked the right
questions I was fairly well informed and started to read the
satellite television magazlnes and investigate a number of the
facts and details on oy own before I even went to look at a
satellite television system

If any one has misled me at any time and I am not saying
they have, it was the local cable television company, not my
satellaite television dealer Perhaps they had their own
internal business problems, but that 1is what competition is
designed to improve upon and to improve service as well as the
product It is my opinion that if disclosure is required, the
cable company should also be required to disclose to the
consumer what he is missing

The constituents with complaints about disclosure
concerning satellite dish dealers would actually, in my opinion,
not be well served by a bill which requires the disclosure
contemplated on the part of only one aspect of those competing
for part of the same mnmarket The bill at least in the short
run, would have an ant1 competitive effect and would actually
harm consumers

I further feel that the bill, itself, may cause other
unwanted and unnecessary problems and troubles In this
unsettled area of the law, who can say what disclosure about the
facts of scrambling would be correct Query whether or not this
sioply would create an additional liability, where none existed
before, for the satellite television dealers, in the event that
what they disclosed proved to be inaccurate

I had understood the act passed one year or 50 ago to
require falr access to scrambled programming at a reasonable
prace Where the consumer has the investment in the hardware
and equipment and the price 18 the same to the consumer for the
programming as that charged by the cable company, this does not
seen to meet the requirements of the act It seems to me that
the focus of any regqulation at this point would be better
directed at the programmers and cable television industry As a
consumer, I am siaply interested at not being restricted and at
havang available to me the widest and broadest range of
programming 1 am more than happy to pay a reasonable price for
1t 1 am interested as a consumer 1n having the cost of
programming requlated by open competition i1n a free market, free
fron ant: competitive influences (such as cross ownership
between table television operators and programmers) Anything
that the subcommittee or congress, for that matter, could do to
lessen anti competitive factors ain the market place would, I
think, serve the interests of the consuming public best

Disclosure 15 the obvious answer to the simple problem of
lack of 1nformation Yet, the effect of such a requirement on
only one of two competing businesses in the same or a simlar
market place in the context of an unsettled market, should be
considered by the subcommittee and by congress Rather than
advancing the 1nterests of consumers, the practical effect of
the bill 1in todays unsettled market might actually be further
damage to satellate dish businesses and a lessening of
competition, thereby harming rather than helping the consuming
publaic

I thank you, Ar Chairman, for allowing me to express ny
views on these points and to appear at the scheduled hearing

Very truly yours,
ROBERT SUZENSKI 9

T AN 1

Robert uzensky
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STATEMENT OF JOHN RAMSEY

Mr Ramsey Thank you, Mr Chairman, and good morning, Con-
gerc\a{ssman Richardson My name 18 John Ramsey, from Los Alamos,

Some 4 years ago, I also subscribed to cable TV Over the ensu-
Iing 4 years, the rate crept up about $20 a month, without any ap-
preciable increase 1n the quality of the service As a matter of fact,
1t deteriorated Last summer the advertisements that the satellite
dish people were making sounded attractive to me, so we went
ahead and bought one

The satellite dish TV people were totally above board They ex-
plained the situation as well as everybody knew 1t at that time and
perhaps as well as we know 1t right now They were certainly very
cooperative

Now of course we come to the problem of encoding In my opin-
10n, radio transmissions are the same thing as TV transmissions
They become a part of the public domain once they're in the air
There’s a long precedent here, I think Radio transmissions have
been 1n existence for 65 years or so I believe that once that trans-
massion 18 1n the air, if I can capture i1t by whatever means are
available, 1t’'s mine It’s like sunshine and fresh air

If I can go down to TG&Y and buy a decoder for $25, I don’t owe
any accessorial charge to anybody I think, however, the matter of
laws to perpetuate this sort of thing, to assess a cost on the recep-
tion of this particular type of service, generates a kind of a parasit-
1c industry In other words, in the system between the transmitter
and the recewver, somewhere there’s a link that’s collected from
both ends, from the sponsor and from the recipient, from the sub-
scriber And I think to assess a charge on this 18 creating an artifi-
c1al market for a service that otherwise just wouldn’t be necessary

Again, going back to the cable TV business, we had no choice
We didn’t have the opportunity of shopping around In Los
Alamos—you may not be famihar with it, but Los Alamos Cable
TV 18 the only game 1n town, previous testimony notwithstanding
We did not have any choice there

I think laws to perpetuate this perhaps parasitic type of service
would be resistant to progress And furthermore, I think they
would be neither fair nor enforceable I think that would be the
sort of thing that would lead us into the same type of mistake we
made 1n the matter of Prohibition And my sentiments rest, of
course, with what I would consider the benefits of the public weal
I believe this 1s like free air, fresh air, and sunshine It should not
be charged for

Thank you very much for allowing me this opportunity

Mr Frorio Thank you very much Mr Bluestone, we’d be
pleased to hear you

[The prepared statement of Mr Ramsey follows ]
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STATEMENT OF JOHN RAMSFY

Hearing of the Subcommittee on Commerce, Transportation and Tourism
February 15, 1986

In June, 1981 we subscribed to cable television in Los Alamos for
approximately $24 00/month We immediately noticed duplication of
programming Qver the next four years the service detertiorated as the
price stead1ly increased to nearly $50 00/month  In June, 1985, after

some consideration, we purchased a satellite dish

We believe that television transmissions, like radio transmissions,
become part of the public domain If the sender has the right to encode
these transmissions, the receiver has the right to unscramble them 1f he
so chooses Laws to artificially support such a parasitic industry are

nei1ther fair nor enforceable

We were made aware of the fact that encoding was a possibility, and we
have no complaint whatsoever with the satellite dish industry Our
complaint 1s with legislation that would permit what we feel 15 the

unlawful encoding of television satellite transmissions

ey g iy

and Ma
1432 41st Street
Los Alamos, New Mexico 87544
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STATEMENT OF STUART M. BLUESTONE

g’lsr BLuesToNE Thank you, Mr Chairman, Congressman Rich-
ardson

Mr Frorio Will the subcommittee kindly come to order, so we
can have the best hearing possible?

Mr BLUESTONE My name 1s Stuart Bluestone I'm appearing on
behalf of New Mexico Attorney General Paul Bardacke in my ca-
pacity as director of the Attorney General’s Consumer Protection
and Economic Crimes Division It 18 my pleasure to accept your in-
vitation to address Congressman Richardson’s proposed draft bill to
require satellite dish sellers to disclose certain material facts prior
to sale I have a formal, written statement that I would like to
submit for the record, pursuant to your instruction earler, and I
will try to simply summarize very briefly now three main points
that I would like to try to make

The first point 18 sumply that I believe this draft bill 18 very good
I think 1t would provide consumer protection 1n an area that 1s ripe
for considerable consumer confusion As the chairman said earher
this morning when he introduced this hearing, i1t 18 not the vast
majority of this industry or any particular industry that creates
the problems that necessitate legislation, but the few bad apples
that are the ones that require certain legislative action to be insti-
tuted, and I believe that 18 the type of problem you have here We
are concerned that consumers may not be fully advised of what
they are getting into when they are purchasing these dishes, and
then, subsequently, find out that certain stations, certain signals
that they thought they could receive are being scrambled and that
they could not then continue to receive them

As we understand 1t, the bill’'s purpose 1s simply to provide dis-
closure to consumers at the point of sale that they may face scram-
bling of transmission signals and that they may be required to pur-
chase a decoder or pay a subscription fee 1n order to receive certain
signals So we believe that the focus of the bill, the requirement to
provide affirmative disclosures, 18 very good

Consumers are, of course, not without their legal remedies even
today, but these remedies are very burdensome and they are after-
the-fact types of remedies You can have an action, obviously, for
breach of contract, breach of warranty, an action under our State
unfair practices act and common law fraud or misrepresentation
But you get 1nto a swearing contest 1n court as to who said what to
whom and when

With this bill or some sumilar type of disclosure bill, there
wouldn’t be an opportumity for that kind of dispute The require-
ments to disclose would be very clear and direct at the point of
sale, and 1t would simply be a question of whether 1t occurred and
was 1t 1n the contract It 18 a written disclosure that has to be pro-
vided So we applaud that effort, and we think 1t would be welcome
1n terms of consumer protection

The other two points that we would like to make are, very brief-
ly, some modest suggestions that we would offer for you to consider
as you are drafting the bill for introduction

The first 1s that we believe the language, the precise language
that 18 included 1n the bill that should be placed in the contract
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and, as the bill provides, in an announcement at the place of sale,
we believe that language could even be a little bit more direct
about the 1ssue of scrambling that 1t 18 trying to address And we
have some particular language that we would like you to consider
nserting to address that 1ssue

We think a few brief statements to this effect would be very
helpful Some television programming transmitted by satellite 1s
scrambled More programming may be scrambled 1n the future In
order to view this programming, 1t may be necessary for you to
purchase a decoding device and to pay a subscription fee for the
scrambled station you want to see That would be all the additional
language which we would suggest 1nserting at the outset of the dis-
closures that this bill already provides

The final point that we wanted to make 1s to suggest to you that
there 18 an opportunity here to allow for private enforcement, so
that private individuals can bring their own causes of action if dis-
closures are not provided The Federal Trade Commuission 1s bur-
dened, as you are well aware, with considerable problems that it 18
trying to address, and there are a number of areas in which the
Federal Trade Commission and the Congress before 1t have deemed
1t appropnate for private consumers to have remedies available to
them to serve, 1n effect, as private attorneys general to enforce
their own claims and causes of action And we think a similar pro-
vision 1n this law would also assist consumers

We have also drafted some language to that effect It 1s included
1n the written testimony, and I need not read it again before you
It 18 modeled after other statutes that Congress has enacted, and
we think 1t would also be justified 1n this area of consumer protec-
tion

We thank you very much for inviting us to appear, and we’d be
pleased to try to provide any additional information you may want
as you pursue this 1ssue We also thank you very much for coming
here to Santa Fe for the hearing

Mr Frorio Thank you Mr Steele

(The prepared statement of Mr Bluestone follows ]



70

Attorney General of New Mexico

PAUL BARDACKE PO D 1508 KAY MARR

i rawer STEPHEN WESTHEIMER

Attorney General Santa Fe New Mexico 87504 Deputy Attorncys General
505 827 6000

STATEMENT ON BEHALF OF NEW MEXICO ATTORNEY GENERAL PAUL BARDACKE
BY STUART M BLUESTONE, DIRECTOR OF THE ATTORNEY GENERAL'S
CONSUMER PROTECTION AND ECONOMIC CRIMES DIVISION, BEFORE THE
Us HOUSE OF REPRESENTATIVES SUBCOMMITTEE ON COMMERCE,
TRANSPORTATION AND TOURISM CONCERNING A BILL TO REGULATE SATELLITE
DISH INDUSTRY ADVERTISING

SANTA FE, NEW MEXICO

FEBRUARY 15, 1986

Mr Chairman and Members of the Committee

My name 1s Stuart M Bluestone I am appearaing on behalf of

New Mexico Attorney General Paul Bardacke, 1in my capacity as

Director of the Attorney General's Consumer Protection and

Econcmic Crimes Division It 1s my pleasure to welcome you

to New Mexico and to address Congressman Richardson's bill to

require satellite daish sellers to disclose certain material

facts prior to sale
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We believe the bill's purpose 1s sound It 1s designed to provade
consumer protection in an area fraught with consumer confusion

The bill should help prevent problems which occur when satellite
dish salesmen make promises they cannot deliver, and consumers
are frustrated waith expensive satellite systems that fail to

meet their expectations

As you know, the main problem this bill addresses 1s satellite
television signal encryption or “scrambling " We understand
that some satellite dish retailers have represented to consumers
that "scrambling"” cannot or will not ever occur More commonly,
advertisements appear which represent to consumers that i1f they
purchase a satellite dish, they will be able to receive all
programming which 1s available on cable, and more, for a lower

cost than that of cable T V
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Whether consumers have a right to use satellite dishes to receive
and view unencrypted cable signals 1n their own homes without
paying the cable company has started to provoke 1litigation,
and the 1issue 1s unclear to date 1 What 1s clear 1s that now
that satellaite dishes have given consumers the means to intercept
cable signals and view them without paying the cable transmitters
for their product -- 1 e , programming -- economic self-interest
will lead an ever-increasing number of cable broadcasters to
scramble their transmissions Simply stated, we cannot expect
cable companies to spend money to produce programming and then

give 1t away for free

HBO, the most popular cable service recently began scrambling
1ts signals One cable movie station does so also, I understand,

and others have announced plans to do likewise It seems only

1 Multimedia Cabelvision v Starlink Communication, Civail

Action No 83-1997 (D Kansas Feb 13, 1985)
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reasonable to expect that the trend towards scrambling will
continue and that more cable programming will be scrambled or
otherwise transmitted i1n such a fashion as to prevent 1its

interception by persons who have not paid to receive 1t

What does this mean for consumers? For one thing, 1t means
that 1f they wish to use their satellite dishes to receive HBO
and other "scrambled" cable services in the future, they will
have to purchase a decoding device, for an additional cost of
several hundred dollars, and pay each cable service a subscriber's
fee to set up the decoder to enable it to unscramble the cable
service's signals It also means that whatever merit comparisons
between satellite dishes and cable television may have had 1in
the past, the two systems are now quite different and are likely
to be even more different in the future Consuners should know
this before they buy, and that 1s precisely the problem

Congressman Richardson's Bill seeks to address
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Consumers are reportedly not always told the truth about
scrambling and decoding On the contrary, reports have surfaced
that consumers are sometimes misled either by direct
misrepresentations, or more commonly, by misleading comparisons
between cable and satellite systems They are induced to purchase
satellite systems that can cost §1,000 to $2,500, 1n part because
of the promise of perpetual free receipt of attractive cable
signals After making their purchases consumers have to face
the reality that a station's signal may be “"scrambled" and will
not be available to them at all, or may be available only by

purchasing a decoding device and payling a subscriber's fee

The Congressman's bill should help stop that deception It
seeks to require satellite dish retailers to disclose to consumers
prior to the actual sale that satellite dish owners may be
required to pay a fee for each satellite-transmitter cable service

which they receive That 1s a very important protection for



consumers

Just how valuable this disclosure requirement really a1s can

be seen by contrasting i1t with the remedies consumers currently

have available to them At the present time, a New Mexico

consumer who was misled to believe that he could receive HBO

free of charge in perpetuity 1f he purchased a satellite dash,

could bring an action against the seller under a variety of

legal theories These 1include breach of contract, breach of

warranty, violation of the State's Unfair Practices Act statute

and common law fraud Under all of these theories, however,

the consumer would have already suffered a loss and would then

have to prevail in a "swearing match" 1in court before he or

she could recover

Fortunately, this bill's dasclosure provisions should greatly

reduce the possibilities for confusion, misunderstanding and
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fraud Moreover, proof of a violation would be a relatively
simple matter The only real 1ssue would be whether the sale

documents contained the required disclosure Finally, 1t should

be noted that the burden on sellers to comply with the bill’'s

provisions 1s minimal Indeed, 1t 1s very similar to disclosures

merchants already make under the Magnuson-Moss Warranty Act

The bill as presently drafted would be a real benefit to

consumers We have some suggestions, however, which we believe

would make the bill's protections even stronger and which would

aid i1n 1ts enforcement

The main 1ssue the bill seeks to address 1s "scrambling " 1Its

disclosure wording does not mention the word "scramblang,”

however, and the language 1s not as simple and darect as 1t

should be We therefore suggest that the disclosure required

by the bill contain some clear additional language whach
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explicitly Qeals with scrambling For example, we suggest the

following

"Some telewvision programming transmitted by satellite 1s
'scrambled’ More programming may be ‘'scrambled' 1in the
future In order to view this programming, 1t may be
necessary for you to purchase a decoding device and to
pay a subscraiption fee for the 'scrambled' stations you

want to see "

The bi1ll as presently drafted commits enforcement to the Federal
Trade Commission We Dbelieve the bill would be greatly
strengthened by the addition of a private right of action The
P T C does not have the resources to police every seller, but
indivaidual consumers armed with a private right of action,
including a provision for the recovery of reasonable attorney

fees, could both act as private attorneys general in enforcing

64-168 0 - 86 - 4
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the law and vindicate their own rights at no cost to the
government Such a provision, modeled after other attorneys
fee provisions, could read as follows

"A person who violates any requirement 1imposed by this
act and any requlations promulgated under 1t will be liable
in an amount egual to the actual damages sustained or
$100 00, whichever 1s greater, and 1in the case of any
successful action to enforce this liability, the costs
of the action together with reasonable attorney fees as
determined by the court Any person aggrieved by a violation
of this act may bring a civil action pursuant to this

section "

Even without these suggested changes, we believe this bill would
be of significant value to consumers Its disclosure provisions

should effectively prevent confusion, misunderstanding and
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misrepresentation The b1ll should also accomplaish 1its objectives
without i1mposing any significant costs or burdens on the industry
Most 1important, the bill should promote fair competition by
sellers and informed purchase decisions by consumers We believe
that 1ts enactment would be extremely beneficial to both consumers

and honest businessmen

1 very much appreciate your time and consideration On behalf
of Attorney General Paul Bardacke, our office will be pleased
to try to provide whatever additional 1information you may want

Thank you
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STATEMENT OF DAVID STEELE

Mr SteeLe Mr Chairman, Congressman Richardson, thank you
for the invitation to participate here As earlier indicated, I'm the
director for the construction industries licensing requirements for
the State of New Mexico Seemingly, satellite dishes have raised a
broad range of confusion, oftentimes with misguided or misled 1n-
formation being distributed

We have, as the licensing agency, looked at this for some time
We're made up 1n the construction industries division of an LP gas
division, a mechanical division, a construction division, and an elec-
trical division In that scope, we are also the division represented
by a nine-member panel, committee, that governs and helps us
manage our industries

Along with that, we have an electrical/techmcal council, and
members of that council are Mr Otis Beaty, Beaty Electric, Santa
Fe, NM We have Mr AL Northeim, from B and G Electric, out of
Farmington, NM Dave Hughes, of Hughes Electric, 1s our chair-
man, coming out of Santa Fe And Bob Uhl 1s a member of that
committee, coming out of Albuquerque, and Mr Albert Scott,
coming from Silver City I have with us also today our electrical
bureau chief from our department, who serves as secretary of that
committee

In hght of what's happening 1n promulgating the dishes, I've
asked the electrical bureau chief to schedule a meeting, as they did
on January 31, with the technical advisory commttee for a discus-
sion related to the subject matter and seeking input and recom-
mendations

The recommendations, which I have submitted to you, will be
taken to our construction industries panel on March 7, and those
recommendations are as follows For residential occupancy, single-
family, 1n the installation of a TVRO dish, will not be required to
have a contractor’s license when such 1nstallations are 1nstalled 1n
a single-family dwelling, utilizing one channel and one channel
head and 1t does not require the use of 120 volts for tracking

The 1nstallation of electrical wiring utilizing 120 volts must be
performed by the holder of an EE-98 license Installation of CATV
and SMATV 1n multiplefamily units, apartments, amusement
areas, hotels, motels, offices and similar locations, a license will be
required to perform this work, and this license classification 1s des-
ignated as an ES-6 and will be 1ssued upon a successful passing of
the ES-6 and business and law exams

Electrical work, as stated above, will require an EE-98 There’s
been some misunderstanding or at least some miscommunication
about where people can obtain information for an ES-6 license
People wanting to take an ES-6 examination may obtain study ma-
tenals from the National Code Television Institute, P O Box 27277,
Denver, CO, and that zip 18 80277 Also, that telephone number 1s
303-761-8554 Upon approval by our construction industries com-
mittee, this policy will be enforced for all of our inspectors and po-
Iitical subdivisions

In summary, I'd like to say the installation of this equipment for
strictly residential use, a license 18 not required Installers of this
equipment 1n commercial or other than single-family residence oc-
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cupancy shall obtain an ES-6 hicense And Mr Chairman, Con-
gressman, I appreciate the opportunity to be here And thank you,
Mr Chairman, for coming so far

Mr Frorio Thank you very much I'd like to express my appre-
ciation to this panel, as well And I think we really have seen a
consensus over all four panels with regard to the merits of the leg-
islation that Congressman Richardson and I wall be introducing
dealing wath the basic question of fairness, fairness 1n advertising,
in an effort to provide people with the information they need to
make the decisions they have to make before they invest the sub-
stantial amount of money that they would be investing satellite
dishes So I think that's very helpful

Mr Bluestone, I'm particularly appreciative of your offer to sug-
gest to us some language to perhaps modify and refine the propos-
als that we are talking about introducing and, hopefully, having
enacted 1nto law So that’s very helpful to us

Mr Richardson

Mr RicHARDSON Thank you, Mr Chairman I, too, wish to thank
Mr Bluestone for his positive contribution, and we certainly will
look at the language Is 1t part of your testimony?

Mr BLUESTONE Yes, sir

Mr RicHArRDSON And Mr Steele, for announcing that meeting
that you're going to have I know meetings are a favorite excuse of
politicians, but I think that will be a constructive meeting

Mr Suzenski, I would hke, in final preparation of my legsla-
tion—you mentioned you had some concerns with 1t Perhaps with
some of the positive elements that some of the dishowners suggest-
ed, the language on decoders and the language on the scrambling,
the bill might be acceptable to you In no way am I trying to make
the mndustry, the home satellite industry, look bad If anything, I
want to make 1t look stronger, and I wonder if you'd consider that
before we 1ntroduce the bill?

Mr Suzenski I certainly would, Congressman Richardson My
only concern 18 with the adverse publicity that the bill might
foster And anything that could be done to ameliorate that I think
18 a good 1dea I've experienced in Santa Fe a lack of competition
for the programming and services, and anything the Subcommittee
could do to foster competition, rather than to impair 1t, I thunk
would help the consuming public

Mr RicHARDsON And Mr Ramsey, not to leave you out, I would
hope I can discuss with you sometime a number of letters I've re-
ceived about Los Alamos and the cable reception there, and per-
haps you might have some 1deas 1n the future, and I want to thank
you

Mr Ramsey Thank you, sir I will be glad to cooperate in any
way I can

Mr RicHArpsoN Thank you, Mr Chairman

Mr FLorio Let me at this point excuse this panel, and thank
you very much We have approximately 10 minutes left We have
eight individuals who have asked to come and just briefly give us
their thoughts What I'm going to do 18 ask Mr Richardson’s staff
people to provide some microphones and ask these eight individ-
uals to perhaps line up on this ssde Mr Abel Davis, Mr James
Sasser, Mr Tony Biebel, Mr Max Lucero, Mr Rick Tryon, Mr Ed
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Culotta, Malcolm Hart and Frank Lucero I apologize if I've mis-
pronounced your names, but perhaps you could identify yourselves
as you speak

STATEMENT OF ABEL DAVIS, TESUQUE, NM

Mr Davis Mr Chairman, Abel Dawvis, of Tesuque, dishowner
Thank you for the opportunity Congressman Richardson, I would
happily back both of your bills I have no technical ability I tell
you, however, Congressman Richardson, that I think you're going
to get all four affihiate stations because your house 18 higher than
my house My house 1s 6 miles from this hotel It’s 1n a valley I've
never been able to get KOAT, the ABC affiliate, or the CBS affili-
ate

I apologize to those gentlemen It never occurred to me to call
them I thought the problem was mine I tried some rather sophis-
ticated aenals They didn’t work I bought a dish It works I can
get those networks

It has been mentioned this morning, but not emphasized to the
extent that I think it 1s 1important, the difference between adver-
tised signals and nonadvertised signals The HBO or the Cinemax
movie certainly can only be paid for with a fee So that if you're
going to get 1t, perhaps 1n spite of the air being free, you should
pay for it But certainly, in my opinion, the network programming,
which does carry advertising that I am forced to watch if I am
going to see the program, I think I should be free to get

I'd like to commend you, Mr Chairman, for the way 1n which
this meeting has been managed and would mention, therefore, a
certain resentment on my part by the network affiliate people 1n
describing us dishowners as thieves Thank you very much

STATEMENT OF MAX LUCERO, SANTA FE, NM

Mr FLorio Sir, would you 1dentify yourself?

Mr Max Lucero Mr Chairman, my name 18 Max Lucero I am
a native Santa Fean I read the paper this morning and found out
that you guys were going to have a meeting, and so I came by

Mr Frorio We appreciate your stopping by

Mr RicHArDSON We're glad you are here, Mr Lucero

Mr Max Lucero Anyway, the point that I want to make 1s that
myself, I have about six or seven TV’s 1n my house And 1n the
future I see something like that, that everybody will have a TV
like that I used to live 1n a residential area Right now I live more
or less right behind the National Cemetery Cable TV 1s about 200
feet away from my house I have requested service I was demed
service a couple of times I wanted to put 1n a dish But at the
moment, I cannot afford a dish But also, at the same time, due to
the trees that I have 1n my area, I would like to challenge the
people 1n the dish industry to make these dishes compatible so that
if a resident like myself does want one, but does not want to violate
code, that I can purchase a dish like that

And also for the private industry to give us more of a service
Let’s say, for instance, if I wanted to go through the telephone
area, I have the telephone lines And I think that maybe not today,
but a year or two from now, they’ll come up with better 1deas and
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I'll be able to receive communications through the telephone lines
And I would hke to have that option, also And I would hke to
thank you for letting me speak this morning

Mr Frorio Thank you very much

STATEMENT OF JAMES SASSER, ALBUQUERQUE, NM

Mr Frorio Sir, would you 1dentify yourself?

Mr Sasser Sasser, Jim Sasser, from Albuquerque I'm one of the
unfortunate people that can’t receive any over-the-air broadcasting,
even though I'm only 3 miles from Albuquerque

My concern 1s, if CBS and the other programmers are concerned
about the people who can’t receive their programming, why, during
the time on local stations, filled wath local commercials, don’t they
have an advertisement for dishowners, asking them to write 1in
wath this type of information?

To the best of my knowledge, CBS 1sn’t asking anybody national-
ly if they can’t receive their signal They’re just forming this little
task group, but yet they're not putting out to the public this task
group information The gentleman from KOAT said he'd never
heard from me I've never heard his advertisement because I can’t
pick up him asking me to write to hm And so 1t’s a vicious circle
They Yvant us to reply, but I can’t see his advertisement asking me
to reply

Now Mr Richardson, I understand the reason you're trying to do
this fair disclosure act My comment to you 1s, if you would like
dealers to disclose information about programming, why don’t you
ask the cable companies to disclose information to the consumers,
informing them that probably the cable company won’t provide the
programming they’re asking for? Don’t you feel that this should be
an additional disclosure that possibly the cable companies should
provide to potential customers, stating ‘“Subscribe to me, but I may
not be able to provide the programming you want’’?

I'll give you a for instance When I moved to Albuquerque 1n
1982, 1n lived 1n Albuquerque, subscribed to the cable I lived there
about 4 months And we got this questionnaire that was sent to all
cable subscribers, asking what new channels they would like to see
or what channels they would like deleted An overwhelming per-
cent of the population in Albuquerque asked for the Disney Chan-
nel specifically As of today, Albuquerque Cable still has no inten-
tion of providing the Disney Channel Now don’t you feel that this
should also be a disclosure from the cable company’s side that “We
may not be able to provide that programming or won’t provide that
p}l;ogra’g’lmmg, so a satellite receliver may be your only alternate
choice

This goes back to the chairman’s question of wondering why 1n
his area, which 18 heawvily cable based, why dishes are going up
This 18 a choice that should be required of all persons 1n the United
States If your over-the-air broadcasts or your cable wire service
cannot provide you, why should you not be required to have that
choice of putting up a system?

And the majority of the people putting up these systems 1s be-
cause they're not satisfied with either the technical service, bad
cable—I know 1n Albuquerque when 1t rains, you lose 1t over half
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the city, and this 18 a nationwide problem, OK? So a lot of people
go to the dishes for the quality of the programming, not to steal
the signal

People have been trying to pay for this signal for years and have
had checks returned by HBO and other programmers because they
didn’t want to legally establish the fact that they would service
dishowners Now they have scrambling Now they can legally serv-
ice the dishowners and get counts back, of course, on how many
people are viewing them

That was a question with the Nielsen ratings An advertiser will
say “Well, you've got 2 mulhon dishes I've got to pay for that ad-
vertising because they're receiving the signal ” If they scramble,
they can get an accurate count of those particular services that are
being paid for by the dishowner and they can increase their adver-
tising rates per se That’s one of the bigger thrusts that the adver-
}:‘mer-supported channels to scramble, so they can actually register
ees

I thank you very much for letting me talk, and I appreciate your
coming to Santa Fe

STATEMENT OF TONY BIEBEL, LOS ALAMOS, NM

Mr BieBe Mr Congressman, I'm Tony Biebel, from Los
Alamos, NM I, likewise, belonged to that cable system up there
until 1t became an 1mpossibility to even receive their services

One thing I would like to say 1s that there has been a great deal
said about the scrambler, as such Any communications Video
Cipher 2 scrambler, which 18 an off brand of what you have there,
was not developed by that company, 1t was not developed by HBO
It was developed by funds and money provided by the U S Govern-
ment for use in Vietnam This company has taken this technology
and turned 1t to theirr own profit and has not bothered to ask
whether they can do 1t Possibly they have been allowed to do 1t by
the US Government I don’t think they have They applied to the
US Patent Office asking for a patent on this to be sold The
Patent Office did not grant any patent more than what they had,
since the difference on the inside was so minor that it didn’t
matter

We talked about costs, sir Let me acquaint you with costs Con-
gressman, the people from your own district in New Jersey were
quoted by HBO and Cinemax $325 for the scrambler and $28 75 per
month 1f they purchased the scrambler and the initial year’s
system on VISA or Master Card When they hesitated and said
that they would use a check, then the real cost came out of over
$400 for the scrambler and $20 for that

These costs vary In Seattle people were told $290 for the scram-
bler, $16 50 a month, Baltimore, MD, $425 and $37 50 a month
Myself, I called—t took five calls to simply reach somebody He
saild “$285 a month, VISA and Master Card, $19 50 a month for
the services ” I saxd “I would prefer to send you a certified check ”
“Mumble, mumble, mumble, $425, $32 a month "’ They’re going for
what the market could bear The only thing I see 1s a five-letter
word stamped on their heads “Greed ”
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Now I object to being called a slick thief, not only by the manag-
er of Channel 7 However, the director of the Federal Communica-
tions Commission, on the 9th of January in the Albuquerque Jour-
nal, when asked what he thought of cable television, said, ‘“These
people are thieves They’re stealing from big business ”

We all know how the current administration favors big business
over the consumers TV Satellite Week conducted a poll of their
purchasers as to how many would purchase descrambling, decoding
information Three percent said they would pay the $300 to $400
necessary Fifty-seven percent said they would buy it at no cost
whatsoever, mainly because of the type of programming that HBO
and Cinemax were showing The percentage of people that would
have bought 1t were mostly in the 25-to-38-year range The older
people said they didn’t care to see sex, profamity, and violence on
television

I spent 22 years 1n the Army I have heard language on HBO and
Cinemax programming that I never heard in the barracks, and we
wouldn’t have allowed 1t 1n the barracks

Mr FrLorio In the interest of allowing the others to partic-
pate——

Mr BiEBEL Yes, sir, one other comment, sir?

Mr FLorio Sure

Mr BieBeL The House Subcommittee on Telecommunications
has a number of very distinguished people However, there are a
few members on that committee, Mr Nielson of Utah, and Mr
Waxman of Califorma, and Mr Fields of Texas, who have said
under no conditions would they even consider satellite television
Naturally, their areas are 95- to 100-percent cable

Gentlemen, I'm willing to pay a fair price for a fair product I do
not feel that CBS, ABC, NBC, Sherman Broadcasting or INM
should be allowed to charge us to watch the advertisements that
they’re being paid for Even the ancient Romans weren’t that bad
They gave the Christians a break Thank you, gentlemen

Mr TrvoN Thank you very much

Mr Frorio Sir, could we ask our next three to please come for-
ward? If we could ask you to perhaps make yours brief—

STATEMENT OF RICK TRYON

Mr TryoN I'll try to be as brief as I can I'd like to make about
four to five points First of all, the whole attitude that I got from
the cable operators and the people 1nvolved 1n cable was a monopo-
hstic attitude, enforcing certain things on the public This 18 very
reminiscent of the McCarthy era, when there was fear and misin-
formation and forcing 1t on the people

Second, the mode of transmission of information through cable 1s
somewhat of a relic, a dinosaur of the fifties and sixties, when CBS,
NBC and ABC were the biggies This 1s really kind of an ancient
technology

What 1s happening now, of course, 1s that consumers are making
more demands of businesses If those demands are met, then those
businesses will succeed If they don’t, then they wall fall Obwiously,
cable has not met the demand for consumer service At this point,
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a whole new industry has arisen out of that and 18 very healthy
and doing well

Third or fourth, there’s no standardization of descramblers At
this point we have a minimum of three that I’ve passed on to Con-
gressman Richardson, Tele, MA-COM and another one So there’s
no standardization to what 18 actually happening, and this 18 where
the regulation should come 1n

Last, we have a very healthy American economy The people
that are going to succeed and stay in business are the ones who are
flexible and can adapt to the demands of the American public We
really control We are the people We are the Government And
when those needs are met, those companies can stay in business

Mr Frorio Thank you very much

STATEMENT OF MALCOLM HART, SANTA FE, NM

Mr HArt Mr Chairman, I'm Malcolm Hart, Santa Fe, NM I'm
a satellite owner I do live out 1n the country But 1 year ago I had
no knowledge of transmissions or what was legal or illegal We
bought the satellite because 1t was better than a TV antenna Since
then, we’'ve found out that there are many different types of movie
channels being shown over the air Some have commercials, some
don’t I do know on the national level the major broadcast compa-
nies, ABC, NBC, and CBS, do advertise, and I do receive these ad-
vertisements on my dish These advertisers pay for these transms-
sions It seems to me from hearing these different companies, HBO
and ABC and NBC, all talk here today that they’re trying to perpe-
trate a system of communications that 1s very outdated

My personal preference as a citizen 1s, let the buyer beware If I
run out and buy this stuff, my dish, it’s my loss of money If I want
to pay for scrambled signals, let these people scramble

On a national level, I think the communications ought to be de-
regulated by the Government The Government should not enter
into these regulations Therefore, let these companies that want to
televise movie shows and sell advertisement and broadcast on a na-
tional scale directly to the homeowner, let them do it The home-
owner will make the selection Thank you, sir

Mr Frorio Thank you very much, sir

STATEMENT OF FRANK LUCERO

Mr Lucero Thank you My name 1s Frank Lucero, and I'm a
satellite dishowner

First, regarding your bill, I think 1t 18 a bill I would support
Ninety-nine percent of all satellite dealers are very reputable deal-
ers, and I think your bill 1s addressing a problem that 18 being cre-
ated by a bigger problem, that problem being the scrambling 18sue

In regard to the scrambling issue, when I bought my satellite
dish, I called the nearest cable company to me They informed me
that 1t would not be feasible for them to come near the area that I
was going to put a dish 1n and that the only way I would have
access to cable programming, available to thousands of other Amer-
1cans, would be to purchase my own satellite dish, which 1n essence
made me an independent owner-operator of a cable company with
a subscriber base rate of one, myself
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Being an independent owner-operator of a cable company servic-
ing my house, I feel that fair and reasonable pricing to watch all
those programs which I feel HBO, The Movie Channel and ESPN,
that they should receive fees for their services that they are paying
to provide I am not opposed to that

However, I feel that I should have the same pricing structure
sent to me as any other cable company My cost to keep my system
1n operation 1s just as expensive as any other cable system would
be to operate And I feel that fair and reasonable pricing 1n this
mnstance would be the same subscription rates applied to any other
cable company

Congressman Mac Sweeney 1s introducing an amended bill, HR
3989, that I would ask this panel to review when 1t comes out—it’s
being drafted right now—and the people that I've talked to and
represent ask that you look into this bill and support it Thank
you

Mr Frorio Thank you very much

STATEMENT OF ED CULOTTA, ANGEL FIRE, NM

Mr Curorra Thank you My name 18 Ed Culotta, and I am
living at Angel Fire I have a business in Albuquerque And I just
want to make one powmnt

The reason I have a business in Albuquerque 18 because, as a
resident of Angel Fire, believe 1t or not, I was getting terrible re-
ception from the three major channels And I had a friend of mine
who wanted to open up a distribution center for satellite equip-
ment 1n Albuquerque, and later I agreed to do this

But I noticed that the gentlemen with the major stations are
trying their best to get signals to everybody The fact 1s, they’re not
able to do 1t, and here 18 where the satellite industry 18 serving the
public very, very strongly

Now they did say that they have a task force that 1s about 30
days old that 1s looking into these problems And I understand, cor-
rect me 1if I'm wrong, that 1t takes approximately 3 years to get a
repeater station through the FCC Now if this 18 the case, I urge
the two of you, in your deliberations, to remember that and re-
member that there are a lot of your constituents that cannot get
signals now and probably will not be able to for some time to come,
if not for the satellite dealer that distributes them

One last point It's interesting that of all the people you've had
up here from the general public to talk, everybody has talked in
favor of the satellite dish, and I haven’t heard anybody yet speak
for cable Thank you

Mr FLorio Thank you very much Let me first of all acknowl-
edge Congressman Richardson

Mr RicHArDsSON Mr Chairman, This 1s out of order, 1n terms of
the hearing I would just like to ask unanimous consent that a
statement by Mr Ron Sheck, who 18 here on other business than 1s
the junsdiction of this subcommittee, and that 18 saving Amtrak,
that he be allowed to make a statement for the record, not verbal-
ly, but 1n wnting, in connection with a project he has relating to
the needs of the State of New Mexico
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Mr Frorio Without objection, the committee will be pleased to
recelve that statement for inclusion in our other deliberations in
regard to the Amtrak system [See p 96 ]

Mr Frorio Let me conclude, first of all, by extending my sincer-
est appreciation to all who took part in today’s hearing, not just
the people who testified, but also to the other people here and to
the media, who will certainly report this hearing

Because this 1s a hearing conducted 1n a way that 1s a very high
commentary on the whole area, the State, the congressional dis-
trict of my colleague, Congressman Richardson It is a hearing that
18 designed to provide information to us, information that 1s needed
for us to try to go back and formulate national policies 1n certain
areas Of course, we're dealing with a specific area today, but this
18 the essence of what the process 18 supposed to be about So 1t’s a
commentary on the area, the congressional district and the State
They have been so willing to come forward to provide us with this
type of information

And I happen to think this 1s a reflection upon your own Con-
gressman, that he has gotten his people to be willing to come 1n a
serious way, in an evenhanded way, in a balanced way, 1n a moder-
ate way, to realize that we are all a part of the system And if we
are willing to contribute input into the system, the system will
work to a much greater extent

So I am pleased to express my congratulations to Mr Congress-
man Richardson I would express my appreciation to all, particular-
ly the people here at the hotel and others that played a role 1n fa-
ciitating our ability to have this hearing And if there 1s no fur-
ther business to come before the hearing, the hearing stands ad-
journed

[Whereupon, at 12 noon, the subcommittee was adjourned ]

[The following statement and letters were submitted for the
record ]
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CONGRESSIONAL HEARING ON SATELLITE DISHES
By Congressman JAMES FLORI® of NEW JERSEY
La Fonda Hotel, Santa Fe, New Mexico
Saturday, FEBRUARY 15, 1986

This written statement 1s on behalf of the Navajo
Telecommunications Regulatory Commission, located at Window
Rock, Arizona

The Navajo Telecommunications Commission was established

by the Navajo Tribal Council Its stated purpose 1s "to act
upon and regulate any and all matters of the telecommunications
industry on the Navajo Nation including satellite
dishes and to provide for the orderly development of this

industry, and the operations thereby '

This Commission which Trepresents e Navajo Trabal
Government 1n telecommunications activities has had several
predecessors dating back to the early seventies but 1t was not
until March 1985 that the Tribe gave the Commission enunerated
powers to regulate and monitor 211 telecommunications activitles,
and to develop and 1implement related Tribal 1laws, rules and
policies The Commission 1s currently formulating a Regulatory
Code, for which 1ntergovernmental agreements with the States
will be sought, to «clarify areas where Tribal and State
Telecommunications laws and policies 1interface, the Federal
Communications Commission's.—input d approval concerning the
Tribe's proposition of fupétioning as learinghouse or liaison
for Navajo telecommunication concerns will also be sought

Insofar as yﬂe 1ssue of scrambling of satellite
programming, the NTRC "understands, first of all, the rights
that satellite program suppliers are entitled to However,
as far as the Navajo Nation situation, the rural nature that
1s prevalent for this area affects the nature of television
viewing

Over-the-air television 1s possible because of the
use of translators, although this 1s limited the present cable
company franchised by the Tribe, experiences a customer-per-mile
rate of 18 compared to 60-80 for most areas of the surrounding
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Congressional Hearing on Satellite Dishes
Page Two

cities Because of the 1inherent cost-prohibitive factors that
stem from the rural nature of the reservation, this cable company
only offers one-tier to 1ts subscribers and has been reluctant
to expand 1ts service capabilities

Therefore, satellite dishes, purchased by families
for private viewing 1n those remote areas, with limited access
to television programming, are the only viable alternative
avairlable besides video-rentals Now, these people face the
"real possibility" that the substantial investment 1n acquiring
earth-station satellite rece:vers will have to 1include new costs
for de-scramblers 1n addition to costs for subscribing to the
satellite programming

The NTRC, 1in lieu of a Regulatory Code, has not vyet
formally addressed this 1ssue, and there are sti1ll many
developments pending that will laikely be affected by the outcome
of this 1issue, such as proposed amendments to Section 705 of
the Cable Communications Act (of 1984) However, tasked with
the responsibility of providing for orderly development of
telecommunication on the Navajo Nation, the NTRC supports any
such guarantee that, as the Honorable Representative Judd Gregg
of New Hampshire put forth to the House of Representatives April
16, 1985 and we paraphrase frcm the Congressional Record, ensures
encryption would not 'foster selective distribution of television
programming to elite groups based on their geographic location,
economic status, affiliation with a cable system or any number
of criteria which result in the withholding of service to rural
Navajos and other rural Americans '

While the rights and 1nterests of program suppliers must
be provided for, the time for a competitive marketplace to develop
should be one of the paramount considerations of the legislative
bodies A market area that 1s allowed to develop will bring
forth new competitors, each vying with one another to provide
the customer a product that has both gquality and affordabality

(! - J
ey Pl A <

Guy Gothan, Sr

Chairman

NAVAJO TELECOMMUNICATIONS
REGULATORY COMMISSION

[
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STATEMENT OF SATELLITE DEALER SUPPLY

P O Box 193
Angel Fire, NM 87110
February 17, 1986

Representative B1ll Richardson
Congress of the Umited States
325 Cannon House Office Building
washington, DC 20515

Dear Mr Richardson

! wish to thank you for holding a field hearing on the subject of Satellite
Dishes The hearing was informative, balanced and well orgamized | came
to a better understanding of the problems facing everyone In our tndustry

I am the Vice-President of a distributorship for satelltte dishes in
Albuguerque One problem which did not receive attention at the hearing is
the hardship suffered by Satellite Dish dealers occasioned by scrambling
On January 15, a curtain suddenly fell across our industry The phones
stopped ringing, no customers came through the deaiers doors and sales
plummeted dramatically Many dealers will be driven out of business tn the
near future It wouldbe difficuit to contend that the consumer 1s unaware
that if he purchases a dish, there 1s and may be more scrambling

Although custorners who own dishes with whom | have spoken are stiil
delighted with their tefevision reception, those who have not purchased
are now frightened to do so This indicates to me that the consumer has
received a plethora of information on the disadvantages of owning a dish
and nothing has been done to counteract this negative impression indeed,
the Sateliite industry has not received the cooperation of the media, some
or most of whom are threatened by the Satellite Dish industry

Mr Richardson, you have given the people of New Mexico a chance to speak
| believe that what you heard was that the consumers n our state want
Satelhite Dishes and the great majority do not mind paying a reasonable
price for programming Contrary to the comments of the broadcasters on
your panel, in a great many cases this is the only way many in our rural
population can receive television
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Incidentally, Mr Richardson, the Congressman from New Jersey may be
interested in an example of the type of situation unigue to the mountains
of north central New Mexico At Angel Fire we rent a condomintum and do
not have a Sateilite Dish We receive (intermittently) a very weak signa)
from one channel (7) The picture i1s almost obscured by snow During the
elk mating season last year, the transmitter on the mountain in Kit Carson
National Forest went out The Forest Service refused to let a crew enter
the forest to repatr the transmitter No way would they allow the elk to be
disturbed Television reception was completely shut down This 1s not a
problem one would be Tikely to encounter in New Jersey!

A moratorium would be an effective way to get the word out to the pubhc
at large, that Sateihite Dish owners have iegitimate rights-the right to
receive information and the right of choice as to the information they
wish to receive To have these rights recogmzed by the Congress of the
United States would be the strongest reinforcement possible

| would appreciate your inciuding these comments 1n the written record of
the hearing held Saturday, February 15, in Santa Fe We appreciate your
bringing the Representative from New Jersey Wwe were most impressed
with his comments and his quest for understanding of this i1ssue

Yours truly,

L ekt

Ed Culotta, Vice President
Sateliite Dealer Supply
3754 Hawkins NE
Albuquerque, NM 87109
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February 26,1986
Congressman Bi1ll Richardson
325 Cannon Office Building

U S House of Representatives
Vaspangton, D C 20515

ConcressTan Richardson,

J
Mv name 1s Randy M Webb I am the owner of the Albuquerque area
frenchise of Curtis Mathes We have i1nstalled satellites from as
far as Chama, Gallup, Socorro, and Vaughn New Mexico There 1s a
cegracation of television signals in these areas

c.ties only have limited cable viewing

Some of these

Experience has snown that video cassette recorcers have hurt the
cable business more so than the satellite industry The people
in these c.ties are buying VCR'S and getting off cable

limited cable availapility,

Due to
they join movie clubs to replace cable
viewing of tre movies This method prevents them from have to pay
the cable companies for H B 0 ,Showtime, and the Movie Channel
2gain, I thank you for the opportunity of submitting this statement
-rto tne record from the hearing in Santa Fe, New Mexico

)

Sincerely,

Fo ﬁ’&/kﬁ‘

Randy Webp



TESTIMONY BEFORE THE
HOUSE SUBCOMMITTEE ON COMMERCE, TRANSPORTATION
AND TOURISM
(Santa Fe, New Mexico February 15, 1986)

Chairman Florio, Members of the Subcommittee on  Commerce,

Transportation, and Tourism, Ladies and Gentlemen

I am Ronald C Sheck, Director, Planning and Development Division, New

Mexico Transportation Department

New Mexico 1s strongly opposed to the Reagan Administration budget
proposals to elimnate federal funding for Amtrak, to sharply cutback
and restructure UMTA public transportation assistance programs, and to
eliminate the essential air service program  HWithin the purview of
this committee, our immediate concern today 1s the intercity ravl
passenger service operated by Amtrak Elimination of Amtrak funding
would, of course, mean a halt to all intercity rail passenger service
operating nationwide Here 1n New Mexico, discontinuing Amtrak comes
at a time when passenger ridership s growing, alternate
transportation is dimnishing, and when state and local efforts are

aimed at wmproving and expanding public transportation in general



98

Amtrak offers rail passenger service on two routes to seven New Mexico
cities and towns (Albuquerque, Santa Fe via Lamy, Gallup, Raton, Las
Vegas, Deming and Lordsburg), whose combined population represents
about 40 percent of the state total Over 70,000 passengers board or
detrain at these stations annually We estimate that tourists
arriving by Amtrak trains in New Mexico spend in excess of $10 million

per year in the state

The New Mexico Transportation Department 1s very conscious of the
importance of public transportation to our citizens and i1s working to
1mprove and expand services at several levels One 1mprovement that
ranks high on our list is to forge connections between modes and
between intercity and local public transportation To this end, we
have developed a multimodal terminal project This project involves
Amtrak, fintercity bus carriers, local taxi service and other
transportation providers at three New Mexico cities Gallup, Las
Vegas and Raton Implementing this project will provide significant
benefits to the traveling public by making the transfer from one mode
to another easier and will reduce costs for the transportation

providers through sharing of common facilities

Many successful multimodal terminal projects exist in other states,
but we believe our approach here 1s somewhat unique and could serve as
a model to be applied elsewhere Where most other projects have been
carried out largely with public money, and are primarily located in
medium sized or large cities, we are dealing with towns in the 8,000

to 25,000 population range and plan to leverage private sector

poN
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investment with a minimum of public funds Another unique aspect of
our plan s to have the facilities operated by a "transportation

broker" who will sell tickets for all users

Existing railroad stations will be wused for the multimodal
facilities State funds in the amount of $90,000 are being requested
this year for planning and architectural design Next year, state
funds 1n the amount of $420,000 will be requested for site
{mprovements parking, street access, utilities, etc The public
fund investment will leverage about $1 2 million in private sector
money to carry out the actual structural renovation and
rehabilitation Because the stations are historic structures,
developers can take 25 percent historic preservation tax credits - a
real attraction for private investment Lastly, the railroad has been
asked to donate the structures Benefits to the railroad include tax
deductions, removal of the property from local tax rolls and savings
from not having to maintain the structures The station structures
are conservatively estimated to have a value of between $300,000 and
$500,000 Therefore, the public investment will produce between $3

and $4 of value for every dollar of state money

Actual operation of the facilities would be by a private party who
would maintain and manage the structure, sell tickets for the various

transportation operators, and perhaps dispatch local taxi services
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Significant labor savings would accrue to Amtrak and other carriers
Some space will be rehabilitated and leased back to the railroad at a

nomnal cost for freight operation needs

Appended to this testimony (Attachment A) is additional detail and

supporting documentation on the project

We believe this project shows the commtment of the State of New
Mexico and the local communities to improve public transportation and
at the same time to help the carriers to provide their service in a
more cost efficient manner Strong local support for this project
exists, and the terminals will tie 1n with Main Street historic

preservation efforts or local urban redevelopment plans

I thank you for the opportunity to submit this testimony and would

welcome any questions that members of the Committee might have
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Sheck Testimony
(Attachment A)

MULTIMODAL TRANSPORTATION TERMINALS

GALLUP
LAS VEGAS
RATON

Transportation Department
Planning and Development Division
P 0 Box 1028
Santa Fe, New Mexico 87504

827-47170
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MULTIMODAL TRANSPORTATION TERMINALS
PROJECT OVERVIEW

Acquisition and development of historic raflroad stations in Gallup,
Las Vegas and Raton as multimodal transportation centers for use by
Amtrak, fintercity bus (Greyhound, Trailways, Navajo Transit), local
tax1 services and related activities State funds would be used to
carry out planning and concept design, architectural and engineering
work and infrastructure improvements, 1 e , streets, parking,
utilities Private sector developers would carry out actual
renovation and rehabilitation of the structures Operation of the
facilities would be carried out by a "transportation broker" who would
sell tickets for all carrfers and manage and maintain the terminals
Similar projects have been very successful in other states including
California, Michigan, New York, Pennsylvania, New Jersey, Maryland,
Delaware, Connecticut, Massachusetts and Minnesota

BENEFITS

For the traveling public

Brings all carrfers together into a single location for user
convenience

Attractive, comfortable terminals in easily accessible downtown
locations with adequate parking

For the transportation carriers

Reduced physical plant costs through sharing of facilities
Reduced labor costs resulting from "transportation broker™" concept

Potential for enhanced ridership from better connections between
modes

For the local communities

Better public transportation facilities for local residents and
for tourist development

Rehabilitation of historic structures

Economic development tie-ins with other urban redevelopment and
historic preservation

Attractive structures will have spilliover in  enhanced
opportunities on adjacent properties

For the State

Improved linkages 1in the public transportation network for
New Mexico citizens and out-of-state visitors

Enhanced tourism opportunities

Improved overall image for attracting investment



Gallup
Las Vegas

Raton

TOTALS

BUDGET ESTIMATE

Multi-Modal Passenger Terminal Project

Planning & !

Design
$30,000
$30,000

$30,000
$90,000

1 State fund request, 1985

(Gallup, Las Vegas, Raton)

Site 2
Improvements

$170,000
$125,000
$125,000
$420,000

2. State fund requests subsequent years

3  Private sector and/or local funding

NOTE. Land acquisition costs are not included

Structural 3

Renovation &
Improvement

$490,000
$398,720
$335,000
$1,223,720

Total
Project

$690,000
$553,720

$490,000
$1,733,720

g0t
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TRANSPORTATION DEPARTMENT _ CAPITAL PROJECT REQUEST

INTERMODAL TRANSPORTATION FACILITY DEVELOPMENT

PROJECT DESCRIPTION

Muitimodal "one stop" transportation centers would be developed at
three towns (Gallup, Las Vegas, Raton) wusing existing railroad
stations along Amtrak's Southwest Limited route These stations (all
historic properties) would be rehabilitated and expanded to provide
space for (in addition to Amtrak trains) intercity bus operations
(Greyhound, Trallways), rural transit operations (Navajo Transit),
local taxi operators, and perhaps even New Mexico Transportation
Department Motor Vehicle Division field offices The public
transportation facilities could be leased to a private operator/broker
who could sell tickets for all users State would finance planning,
acquisition and design through a grant program, matching of state
funds with federal and/or private foundation funds from a range of
sources Private capital options are a possibility for building
rehabilitation through a variety of tax credits and other benefits

FUNDS REQUESTED  $90,000

The funds requested would be for initial acquisition of the
properties, architectural and engineering services for site and
building design 1ncluding structure renovation plans, utility
upgrading, rail and road access improvement, landscape design, and
preliminary site development work including clearing of unusable
structures, wutilities and drainage works, parking and street
improvements, plus contingencies

ATTACHMENT
Background material on the overall concept, the three separate

stations, similar projects elsewhere in the United States, and funding
sources
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OVERVIEW OF THE THREE STATIONS

Concrete and stucco station built in 1904

Potential uses Amtrak (2 trains daily), Greyhound
Lines (4 buses daily), local taxi
service

Other possibitities

Part of downtown historic redevelopment
area, additional future has service to
northern New Mexico ski areas

Brick veneer depot built in 1898

Potential uses Amtrak (2 trains daily), Greyhound
Lines (4 buses dafly), Jlocal taxi
service

Other possibilities

Railroad related historic area with
former Harvey House Hotel “Castaneda"
adjacent for major tourism development
potential

Brick and stucco passenger station

Potential uses Amtrak (2 trains daily), Greyhound (14
buses dafly), Trafilways (10 buses
daily), NavajJo Transit (6 buses on
weekdays), local taxi service

Other possibilities

Gallup actively 1involved 1n downtown
rehabilitation project with railroad
station situated 1n area Navajo
Transit service anticipated to expand
frequencies, days of service and
service extension to Zuni and Ramah
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The unique spires displayed here in 1906 on the Raton
passanger depot did not remain long on the structure dusto
difficulies (New M. State R ds Cen

tar and Archives)

L - -,
The Lamy depot in 1833 before the tower was removed
Part of the train crew waits petiently in the foreground for
the passengers 10 board (Sante Fs)
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Las Vegas betame one of the first stations to recewve s
masonry replscement for the ongina! wood frame depot
when this brick structure was completed in 1898 (Cour
tesy Museum of New Mexico)






