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Attorn nald Plesser, partner in

office of Baltimore-based law firm Piper & Marbury, will head Clinton transition efforts on communications
issues, according to informed sources. Report of Plesser's appointment drew fire from public interest groups
that have opposed him on information acecess, privacy and other fronts.

Plesser has been active representing Information Industry Assn. (ITA) and Direct Marketing Assn. (DMA)
on variety of issues ranging from access to govt. data bases to Caller ID and related privacy matters. As
legislative counsel for IIA, Plesser in last session of Congress pressed for Federal Maritime Commission to
revise rules on prices it wanted to charge private users for data on agency's computers. He also was
principal author of 1IA analysis of policies that state and local govts. should follow in allowing access to their
databases. He has testified in state proceedings on information policy.

For DMA, Plesser w ive in dis ion of

er ID issues on legislation that eventually died in last

session of Congress. Long active on privacy-related matters, he was to attend conference this week in Paris
sponsored by Organization for Economic Cooperation and Development (OECD) on new technologies of

privacy. That trip probably will be canceled.
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Plesser will head one of 2 groups in science and technology transition section led by ex-astronaut Sally
Ride. Other group in Ride's section will evaluate hard science agencies such as NASA and National Science
Foundation. Those transition groups were established to assess policies and agencies, not to make
appointment recommendations. Personnel matters for permanent jobs are to be handled by ex-S.C. Gov.

Richard Riley.

Clinton confidants praised Plesser's designation. '"He's the right guy," we were told. "He'll take a
snapshot of the agency," covering budget needs, personnel, similar matters. Transition team "will look to
Ron for insights. He's the guy." Referring to much speculation in press about what Clinton has in mind and
who his appointees might be, source said: "I wonder what on earth motivates some of this stuff... most of
which is wildly inaccurate.”

Most criticism of Plesser centers on his advocacy on behalf of DMA and IIA, particularly for advocating
private sector control of databases constructed by public agencies. Taxpayer Assets Project Dir. James
Love said Plesser "himself is the architect of the basic privatization policies that came about in the Reagan
Administration." Plesser, he said, is "most ferocious opponent of librarians, citizen groups and the research
community, who want to broaden public access to government, taxpayer-supported information systems.
He's the devil himself when it comes to government information policy."

imi , dir. of Washington office of Computer Professionals for Social Responsibility
(CPSR), said that "while there is personal regard for Ron Plesser, there is not happiness about this decision."
He said that Plesser's clients have great deal at stake at FCC, including decisions on 800 number portability
and automatic number identification (ANI) that affect direct marketers, as well as on video dial tone and
access to networks. Plesser represents "a far end of the spectrum in the policy debates," Rotenberg said.

He said CPSR's main concerns are in areas of privacy protection, public access to govt. information,
communications infrastructure. In each of those areas, "Ron has been, from our viewpoint, on the opposite
side of the issue.”

nberg said that i iti is merely to be brief fact-finding exercise, Clinton team could
have sought out "someone with less bias," perhaps in academic community. Jeff Chester, co-dir. of Center
for Media Education, said his group is "very concerned" about Plesser because "of the special interest
lobbying baggage he carries with him." Chester said his group believes that appointment "places an extra
burden, a double duty on the Clinton Administration, to find people for the FCC and other
telecommunications policy positions who don't come with any kind of lobbying baggage and reflect the kind
of public interest concerns the Commission definitely needs."

Transition team still is having difficulty deciding how to apply its proposed tough ethics requirements
for Presidential appointees. There's still been no decision as "to how deep the b-year restriction will be
applied," we're told. That means, according to sources, restrictions -- when they finally come out -~ may
not go below Cabinet level. As for FCC appointees, and top staffers (such as bureau chiefs) brought in, it
hasn't been decided whether attempt will be made to extend period they couldn't practice or lobby agency to
5 years from one year. Proposal has been roundly criticized by Democrats who are known to be, or expect to
be, in line for top jobs in Clinton Administration.

Meanwhile, widely published reports say that Clinton plans to make his first Cabinet and economic

appointments this week, and transition team is acknowledging that potential appointees are asking how their
future livelihood would be restricted. N.Y. Times quoted transition officials as saying that rules are turning
out to be far more complicated than expected. And, we're told, draft of proposed restrictions still hasn't
been made available within transition team.

CABLE BUOYANT AT WESTERN SHOW, URGED TO LOOK AHEAD: Nobody seemed sure why cable
industry mood seemed so buoyant at Western Cable Show that ended in Anaheim Deec. 4. But that mood
clearly was apparent in attendance (up 7% to 10,729), exhibit space (up 5%), new technology such as
multimedia, digital converters and ghost-canceling, and in heavy floor traffic throughout show.

Some level of regulatory certainty was given credit by many attendees for mood. "At least now we
know where the [regulatory] floor is," one said. "From now on, everything is up." Others cited nationwide
economic rise and availability of new digital technologies, which has led to surge in cable equipment orders.
Even demise of highly leveraged transaction rules, which freed cable capital for more purchases, got some of
credit.



VOL. 32, NO. 49 TV DIGEST—3

Despite calling 1992 Cable Act "an awful piece of legislation," TCI CEO John Malone said industry
"frankly didn't come out too bad on this bill." Other executives at Western Show said industry now must
focus on new strategies to minimize impact of Act -~ including using new technologies to expand outside of
regulated core video business. He said cable reregulation was inevitable sooner or later: "We were getting
too big and too powerful. We had to take a hit sooner or later. You could argue that we should have taken
the hit 2 years ago, and some of us were working very hard to get a bill passed then." Former Fox Chmn.
Barry Diller said cable "ought to be happy" that Act passed, especially since cable "got off well." But Turner
Bestg. Chmn. Ted Turner said: "I don't feel happy."

Cable Act has had no major impact on industry spending plans, Scientific-Atlanta CEQ William Johnson
said: "Despite the bill, people are moving forward. I think the majority see this as the opportunity and the
need to upgrade their systems to get new revenue streams." Times Mirror Cable Pres. Larry Wangberg said
Act just means that "we need to accelerate the development of new businesses because our core business has
new restrictions on it." CableLabs Pres. Richard Green said industry always knew it would have to invest in
technology to go to a la carte program sales: "This just means a new timetable."”

f i n more i than "all of the pending regulatory proceedings
put together," NCTA Pres. James Mooney said. He said cable must avoid acting like broadcasters, which he
said "have tended to huddle around their historical core business, and to seek to use the regulatory system to
maintain the status quo... We must not get so wrapped up in mourning the loss of the past that we fail to
make for ourselves a future grounded in reality." Mooney said industry must focus on developing cable into
telecommunications platform, so "the biggest telecommunications story of the decade may turn out to be not
teleos' creating broadband networks, but cable technology and architecture proving to be the most efficient
means of delivering the next generation of communications services."

Cable Act is "a bitter pill," Mooney said, "but it isn't the end of the world." Now, industry must work
with FCC to develop rules that cable can live with, he said, and move "very quickly" to convince Clinton
Administration not to fall into "propaganda trap" that telcos should provide 21st century telecommunications
infrastructure. Clinton Administration probably won't launch any more major initiatives against cable
because "Washington thinks it gave cable its comeuppance and now is occupied with other things," Turner
said. He also said likely presence of outgoing Sen. Wirth (D-Colo.), "a great friend of cable," in new
Administration will be good for industry. Malone said Clinton's pro-technology and pro-growth policies
should be good for cable. He said new law is pushing cable "in the direction it should have been going
anyway" -- toward a la carte sales: "We have kind of pushed one-size-fits-all television beyond its normal
life expectancy."

Infrastructure modernization, rather than simply telco entry into cable, will be main issue in next
Congress, congressional staffers said. Donald McClellan, aide to Sen. Burns (R-Mont.), said senator probably
will introduce overall infrastructure bill, along with standalone bills on distance education, telemedicine,
telecommuting. Michael Regan, Republican aide to House Telecom Subcommittee, said telco entry bill
probably would be introduced in Jan. or Feb., but it will include reciprocity -- eliminating state rules barring
cable entry into telephony. House Commerce Committee staffer David Leach said there's "increasing
recognition" that there's need to reconcile regulatory disparities between industries.

Telco entry could be "swept up" in MFJ bill if that becomes center of communications legislation in next
Congress, Regan said. Leach said there are indications that Rep. Brooks (D-Tex.) will make early effort to
move his MFJ bill, but predicted it would have tougher time next year because members now believe there's
time for it to pass, while it was introduced too late in last session. MeClellan said Brooks-like legislation in
Senate might provoke fight over giving FCC, rather than court, jurisdiction over MFJ. Bill to overturn
retransmission consent will be introduced as soon as Congress reconvenes, House Telecom Subcommittee
staffer Larry Irving confirmed. He said Congress probably won't act on compulsory license because it has
other, higher priorities. He also said he expects Senate Communications Subcommittee staffer Antoinette
Cook to be named FCC chmn., but others told us they doubt that for variety of reasons, including her
pregnancy.

Getling supplemental appropriation for FCC "will be very tough," Leach said. He and others raised
possibility that Commission's need for money to implement Cable Act will cause new pressure for spectrum
and user fees. FCC congressional liaison chief Linda Solheim said agency still is trying to analyze total cost
of Cable Act and will reply to Congress on issue before Christmas. Cost, along with budget problems, means
that spectrum and user fees "continue to be on the table," she said. Robert Corn-Revere, aide to FCC
Comr. Quello, said that even if supplemental appropriation is approved, it probably will arrive too late to
help FCC implement Act, but "it will help with administration."
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4 > ive and fairly detailed alternatives" to rate-of-return and price cap

rate regulation for cable, said Sandi Wilson, mass media aide to FCC Chmn. Sikes. Agency is expected to
act on 140-page rulemaking Dec. 10, so Wilson wouldn't provide details, but she said there are "lots of other
approaches than price caps or rate of return. I'm fairly impressed with the range of options, and I think you
will be, too." Regan had said earlier that "practical realities" of short time for FCC to set rules means that
cable rate regulation "can't go too far afield from rate of return."

FCC probably will be i

_defense of must-carry and retransmission consent, Corn-Revere

said: "I know Quello will advocate that." He said 2 previous times that courts rejected must-carry weren't
good tests and there's "very different posture now." Cable Act won't change rates significantly, Hill staffers
acknowledged. Leach said he assumes that rate regulation will be cost-based, so there will be "relatively
little change" except in excessive cases. Irving said consumers' total cable bill may be same, but they will
be able to pick and choose services they want, so they will be more satisfied.

First Pacific Networks (FPN) is launching 2 tests of
using cable systems to provide local telephony. Main test
begins in Jan., when about 50 subscribers to Time Warner's
Queens cable system will be provided with FPN voice
interface unit, allowing them to connect directly to MCI,
bypassing N.Y. Telephone. FPN CEO James Gibby said
before start of Western Cable Show last week that he hopes
6-month test is first MCI step into wider use of cable for
bypass: '"We are in discussions about subsequent
opportunities. Idon't think firms like MCI and Time Warner
would enter something like this with a cavalier attitude."
Key roadblock could be tough N.Y.C. regulatory
environment, Gibby admitted, and he said if there's problem
test could move to city that's "more regulatorily
hospitable." Bypass allows about 48% of cost of typical long
distance call, which now goes to local telco, to be divided
among consumers, MCI and cable operator, Gibby said.
Voice interface units are expected to cost $400-$425 in
volume production, and to open door to interactive video by
providing return link, he said. FPN began similar test with
40 homes in Canby, Ore., Nov. 15. City-owned telco is
testing with FPN equipment, with cable system to provide
telephony.

Disney Co. Chmn. Michael Eisner last week sold 3.45
million stock options in company for pretax profit of $126.9
million. He was joined by Disney Pres. Frank Wells, who sold
1.64 million options for pretax profit of $60.3 million. Both
had been granted options at then price of $3.59 per share
when they joined company in 1984. "I had to" because of
announced plans of incoming Democratic Administration to
raise taxes on individuals, Eisner told stockholders. "It
became evident that now was the time to exercise those
options." Eisner and Wells retain substantial interests in
Disney Co. from options granted when their contracts were
renewed in 1989. Eisner's remaining options now are worth
about $180 million. Disney's revenue has risen to $7.5 billion
for fiscal 1992 from $1.66 billion in 1984.

Cable Ad Bureau (CAB) will launch
multi~million-dollar ad campaign in Jan. to promote
advertising on cable, CEO Thom McKinney announced. CAB
already is producing series of three 30-sec. ads that will be
carried in time donated by cable networks, MSOs, local
operators. Ads, including print ads, will target advertisers,
agencies, business community. CAB Vice Chmn. Gregory
Liptak of Jones Spacelink said ads are indirect result of
cable regulation fight. He said battle focused so much
negative attention on cable, and raised concerns about
long-term success of industry, that ads are designed to "tell
retailers that we are here to stay, and look at our growth."

Hughes Communications said it met Dec. 4 deadline
for signing up at least 4 programmers for its DirecTv DBS
venture under schedule set in $250-million deal with
National Rural Telecommunications Cooperative (NRTC) in
April. But both organizations declined to provide specifics,
with DirecTv spokesman Thomas Bracken saying venture
may not diselose contracted programmers "until we have a
‘critical mass' of programmers... [Wlhen satellite
transmission deals are signed, nobody wants to be announced
first. They like to move in groups for fear of alienating the
rest of the cable industry. So no one wants to break away
from the pack." Although several programmers we polled
confirmed they had been approached by DirecTv, none would
confirm whether they had signed on. After reviewing
contracts, NRTC by Dec. 11 must release from escrow
account much of $250-million tab for entire 20-program
DBS package that DirecTv must provide to NRTC's rural
utility systems by March 1994. DirecTv-NRTC deal targets
estimated 12 million rural households beyond cable's reach.
Most of customers are in Midwest and West and, to lesser
degree, Southeast and Far Northeast.

In what it said was "unprecedented move to simplify
one of the most complicated economic issues facing the
broadcast industry,"” 20th TV announced Dec. 3 that it will
waive all claims for payments under retransmission consent
provision of Cable Act. Said Gregory Meidel, pres. of 20th
Domestic TV: "Broadcasters will be strengthened if they are
allowed to negotiate with cable companies... without any
added interference from distributors." Shortly after Cable
Act became law, Fox TV Senior Vp Preston Padden warned
Fox Network affiliates that their retransmission consent
rights were valuable and that they shouldn't give them away
cheaply. Among programs distributed by 20th TV are A
Current Affair, Simpsons, Cops and MASH, plus movies and
specials. Next day, King World joined 20th TV in announcing
that it won't seek retransmission rights for its programming
under Cable Act.

Zenith at Western Show held first public
demonstration of its new digital modulation technology that
doubles number of TV programs that can be carried on single
cable channel without compression. Zenith increases cable
channel capacity by using 16-VSB (vestigial sideband)
technology instead of 4-VSB.

Cable TV Public Affairs Assn. will hold annual
conference March 31-April 2 at Westin Hotel Copley Place,
Boston. Speakers include NCTA Chmn. Joseph Collins of
Time Warner, C-SPAN Chmn. Brian Lamb, Continental
Chmn. Amos Hostetter, Discovery Chmn. John Hendricks.
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TCI ORDERS GI/AT&T COMPRESSION: In bid to set de
facto N. American standard for digital video compression,
TCI signed $200-million-"plus" deal to buy compression
equipment from partnership of General Instrument (GD) and
AT&T. Deal commits GI to using MPEG-2 compression
system that's still being finished, and to licensing its
proprietary access and security system to other compression
equipment manufacturers at price that TCI didn't disclose,
but believes will stimulate market. And in N.Y., HBO
announced that it had signed with GI to provide compression
capability, starting in Jan.

"] expect that this will fairly rapidly become the North
American cable industrywide decision in terms of
technology," TCI CEO John Malone said. He told us that
several other large MSOs will announce similar deals "pretty
quickly" because "they are on the same wavelength." He
said TCI will begin using GI equipment to deliver compressed
video to satellite dish market by summer, then extend it to
cable customers late next year or early 1994. He said
$200-million investment is for first 2 years, and TCI expects
to make significant additional purchases.

TCI left door open for MPEG-2 purchases from GI's
main competitor, Scientific-Atlanta (S-A), as well as
Philips, other U.S. manufacturers and even Asian equipment
builders. Malone said largest MSO's main interest in placing
GI order was to assure that there would be multiple suppliers
of MPEG open architecture video compression equipment,
avoiding possibility of virtual monopoly such as GI's
VideoCipher for satellite home dish market. Malone told
news conference at Western Cable Show that getting fair
cross-licensing agreement whereby GI will license its
technology to other manufacturers was "most difficult" part
of 6-month negotiations for deai: "We had to reward
General Instrument and AT&T [for technology development]
without precluding other suppliers."”

Even though his company didn't immediately get order,
S-A CEO William Johnson said he's "very pleased" about TCI
commitment to MPEG, which is basis of S-A video
compression. "TCI and Viacom [which recently placed order
with S-A] have both made a very clear statement that they
want a level playing field," Johnson said. He said S-A
already is negotiating with TCI on future video compression
purchases. Need to license GI technology isn't major
problem, Johnson said, because "95%" of digital video
compression equipment is either in-house technology or
MPEG, leaving only 5% directly based on GI. He said S-A is
"comfortable with" licensing agreement. MPEG-2 system is
about 95% finalized, Johnson said, and final decisions
probably will be made in Jan. He said MPEG-2 chips already
are being manufactured in format that will allow last-min.
"fine-tuning” to include final 5%.

—_—

Cable Technical Notes: Harmonic Lightwaves said
it's offering high-power version of its HLT 6000 fiber
transmitter, called HLT 6020... Antec and HollyAnne
Corp. are marketing Safety Alert Monitor system that
instantly alerts cable subscribers of life-threatening
emergencies, such as National Weather Service warnings...
Regal Technologies introduced what it said is cable
industry's smallest full-bandwidth converter. RR~92 is
capable of 550-MHz bandwidth, it said.

Local radio spot increased 6% in Oct. and 4% in first
10 months of year, RAB said. National spot in Oct. rose 3%,
following 2% gain in Sept., RAB said, "signaling the start of
an uptick in national radio revenue after 8 months of
decline."
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FCC GETS NEW LEASE AT 2025 M ST.: NPR is moving

out of 2025 M St. NW, which means that FCC offices located
in that building (half-block from 1919 M St. hg) won't be
required to leave. It also means that money saved from not
having to move will negate need for at least 2 forced
furlough days (without pay) for agency employes, FCC
Managing Dir. Andrew Fishel said. More furlough days can
be saved through "early outs," he said, depending on how
many veteran staffers accept that option.

Early outs are available to Commission employes
through mid-March. However, process has 2 major
drawbacks: (1) Those who accept option must give up 2%
annually in retirement pay. (2) Those who leave early will be
employes who have been around for some time and are
skilled in Commission rules, customs and practices. Agency
now expects 15-20 staffers to take early out option.

FCC has made no plans as yet for furloughs, beyond
announcing last fall that "it's a certainty that they will be
needed”" (TVD Oct 5 p5). At that time, agency said each
employe would be furloughed 8-10 days in current fiscal year
(which ends next Sept. 30). That may change now, Fishel
said, and in any case no furloughs are planned before
Memorial Day weekend at end of May. Commission must
negotiate furloughs with Treasury Employes International
Union, which represents FCC employes, and that process
hasn't yet started, we're told.

NPR, which had planned expansion at current site
(forcing FCC out), instead has purchased building near
Washington Convention Center, and Commission was told
Nov. 27 that it had new 2-year lease. FCC Private Radio
Bureau and portions of Common Carrier Bureau occupy 5th
and 6th floors (32,000 sq. ft.) at 2025. Govt. Services
Administration already had rented space at 1200 K St. NW
for contemplated FCC move. More money will be saved
because agency would have been required to provide shuttle
bus service to K St. location.

—_—

Retransmission consent negotiations between cable
operators and broadcasters almost certainly will be very
public and very "political," CATA Pres. Stephen Effros
predicted. He told panel at Western Show that NAB already
has "ads in the can" to run whenever cable operator is
particularly tough on negotiations. Effros warned that govt.
almost certainly will get involved if consent negotiations
result in either significant rate increases or loss of popular
programs, and said cable operators must start informing
public and govt. now of situation. He said retransmission
consent negotiations may be toughest for rural cable
systems. Fox Senior Vp Preston Padden said Fox would
accept a la carte cable carriage "tomorrow" if samne were
true of all program services. Denver Telecommunications
Dir. William Bradley, founder of National Assn. of
Telecommunications Officers & Advisers (NATOA), said
cities and cable should cooperate on FCC action on Cable
Act, just as they did on FCC technical standards. He also
said NATOA "has got to get a lot more active in
professionalizing its membership," suggesting small towns
probably will have to hire, together or separately, outside
consultants to help with regulatory issues.

FCBA dinner Dec. 8 at Washington Hilton honoring
FCC Chmn. Sikes also will feature former Chmn. Newton
Minow (1961-63), Comr. Quello and Samuel Skinner,
Republican National Committee chmn. Entertainment will
be provided by Mrs. Foggybottom. Details: Paula Friedman,

" Sidley & Austin, 202-736-8149.
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CABLE CONFIDENT ON MULTIMEDIA: Providing data
transport for multimedia is "our business to lose" because
high-capacity cable infrastructure already is in place, TCI
Vp-Engineering Thomas Elliott said at Western Cable Show
in Anaheim last week. Other executives at Show said that
cable's sucecess would depend on setting common multimedia
standard, as well as coherent business plan. Telcos aren't
ready to move data needed for multimedia, agreed James
Albrycht, senior consultant for Digital Equipment Corp.
(DEC): "Cable is really the network for multimedia."

Elliott said it will take teleos at least 20 years to
develop high-capacity network comparable with cable, and
computer and multimedia companies don't want to wait that
long. That's why several computer and multimedia
companies made first-ever appearance at Cable Show. In
addition to Prodigy, Microsoft had displays in Jerrold booth
and in special multimedia exhibit organized by CableLabs.
Other interactive and multimedia companies at Show
included DEC, Videotron, X*Press, and several electronic
progran guide developers such as InSight Telecast.

Time for multimedia "hasn't arrived yet" because
hardware isn't fully developed, Prodigy Senior Vp James
Beall said. Trip Hawkins, pres. of multimedia firm 3DO,
agreed that next year or 2 will be "really the research and
development stage" because of hardware shortcomings: "We
need breakthrough ideas in next-generation computer
architecture." Beall said cable's high-speed transport
capability means "the convergence is about to happen."
However, Hawkins said multimedia requires "a very difficult
merger of skills" because mentalities of traditional video
companies and traditional computer firms are so different.

Multimedia has "tremendous potential, but also
tremendous potential to go wrong," CableLabs Pres. Richard
Green warned. He said cable operators should begin
experiments as soon as possible to test multimedia ideas: "I
would hate to see this be technology-driven rather than
consumer-driven." Times Mirror Cable Pres. Larry
Wangberg said cable "landscape is strewn" with previous
interactive failures because they didn't provide enough
incremental benefit to users, so consumer tests are "must"
to make sure ideas are viable.

Despite interest, true cable-delivered multimedia isn't
"just around the corner," Microsoft Vp-Multimedia Robert
Glaser said. Before multimedia is success, he said,
companies must make it easy to use and cost effective,
conduct tests to show economic viability and perhaps most
importantly set standardized, extensible architecture that
includes all data protocols and formats. Microsoft believes
that unified standards are needed to create compatibility
and economies of scale.

Glaser told us he hopes that standards work will start
within year, but called it "organic process"” in which
standards emerge from informal dialog. Final result, he
said, often is like "lightning bolt" and he doesn't know when
that will occur. Microsoft is having "interesting discussions"
with some cable MSOs that could lead to field trials of
multimedia systems as early as next year, Glaser said. He
wouldn't provide details. Albrycht said multimedia
technology already exists: "The problem is that we have 5
solutions for every problem, and we don't know which to
pick." Comcast Strategic Planning Vp Mark Coblitz said
cable still is trying to define even what multimedia is.

Microsoft displayed 2 examples of multimedia: (1)
ESPN+ that allows viewer to watch baseball game, call up
statistics and lineups while watching, even buy tickets for
future games, all with remote. (2) Ability to watch MTV
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videos, see album cover and cover notes, read lyrics, order
Compact Dise. Cox Vp-Planning William Killen suggested
multimedia newspaper that would display front page on PC
and allow reader to "click" on photograph that would display
TV station's video report on story. "What is going to drive
this development is the availability of a rich choice of
interactive services and applications and the presence of an
open platform," Jerrold Pres. Harold Krisbergh said.

Problem is "trying to figure out one way or another to
make a business out of it," TCI's Elliott said. Glaser said
advertisers may become most aggressive multimedia users
because they can target people interested in their type of
product. Multimedia chicken-and-egg problem —-
applications are needed to justify investment in
infrastructure, and infrastructure is necessary to spur
applications -~ is eased by fact that multimedia demands
exactly same cable infrastructure as PPV, telephony
alternative access and other planned cable developments,
Coblitz said. Only question, he said, is whether there's
enough new business on any of them to justify fiber
infrastructure.

Microsoft began delivering software development kit
last week for its new multimedia product -~ Modular
Windows (MW). Kit will help other software companies
develop specific applications for MW. Microsoft hopes MW,
which is stripped-down version of Windows 3.1, will become
standardized platform that other multimedia companies can
use to interface with TV set. MW includes new user
interface controls and adaptations for wireless remotes and
memory cards. DEC showed multimedia technology based on
Ethernet, adapted to use existing cable infrastructure.

Other multimedia exhibitors included: (1) Montreal's
Videotron, which said Montreal TV station TeleMetropole
began using Videotron multimedia equipment Nov. 9 to
multiplex its TV broadcasts. Videotron said that after 2
years it has reached total of 200,000 interactive subscribers
and 20% market penetration. Subscribers use system
average of 11.5 hours per week. (2) X*Press, which said it
hopes to develop interactive prototype TV Guide On Screen
for use with Modular Windows by late 1993. (3) InSight,
wh'i(;:h demonstrated patented interactive electronic program
guide.

—_—

U.S. Supreme Court will review SMATYV decision in
which U.S. Appeals Court, D.C., said there was no rational
basis for distinguishing between SMATV systems serving
commeonly owned buildings and those under different
ownership (TVD March 16 p4). Court gave no reason for
taking Beach Communications case in order issued Nov. 30.
Appeals Court said FCC and Congress had "failed to provide
any justification" for requiring SMATVs serving buildings
under different ownership to get cable franchise if they
didn't use rights of way and it "can conceive of no reason"
for doing so. SMATVs serving several buildings under
common ownership don't need franchise if they don't use
rights of way. Supreme Court review was backed by Bush
Administration lawyers, who said Appeals Court ruling
conflicted with past Supreme Court decisions, and by NCTA.

Philips demonstrated first production models of its
ghost-canceling system at Western Cable Show last week in
Ansheim. Company said production of ghost-cancelers
began in mid-Nov. and units already are being delivered to
cable systems throughout U.S. Cable is expected to adopt
ghost-canceling faster than broadcasters because single such
receiver at headend can benefit thousands of cable
subscribers.
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WIRELESS GROUP LIKES CABLE ACT: Cable Act of

1992 was "resounding success" for wireless cable, primarily
because of program access provisions, said Paul Sinderbrand,
counsel to Wireless Cable Assn. (WCA). But economist
Thomas Hazlett said program access has "massive loopholes"
allowing MSOs to avoid provision by spinning off program
networks and requiring wireless cable interests to prove
program sales decisions are anticompetitive.

At WCA-sponsored seminar in Ansheim last week, Pres.
Robert Schmidt said that despite concerns, it's "a whole new
ballgame" for wireless cable. He said cable programmers
that in past haven't sold to alternative media already are
saying they're willing to sell now, although "I still want to
see some evidence." Sinderbrand cited recent willingness of
programmers to sell to direct broadeast satellites as
evidence that Cable Act already is having impact. However,
Schimidt said: "The fight isn't over. But program access is
set in concrete." Sinderbrand said wireless cable owners
shouldn't worry about appeals on Act: "Some of the
provisions may not survive, notably must-carry. But we are
on much firmer ground on the provisions of interest to us,
especially program access."

MSOs are likely to spin off programming interests,
similar to TCI action on Liberty Media, said Hazlett, U. of
Cal.-Davis prof. who helped draft FCC's Personal
Communications Networks rulemaking and has taken special
interest in wireless cable. He said it may be difficult for
wireless cable to prove that programming deals that exclude
wireless are anticompetitive, since such exclusivity deals are
common in entertainment. For example, Hazlett said,
Justice Dept. Antitrust Div. "reflexively" assumes
exclusivity isn't anticompetitive. Solution, he said, is to
document facts in individual cases.

How FCC defines MSO's "attributable interest” in cable
network will be important, Sinderbrand said in memo to
WCA members. Since FCC used 5% ownership benchmark in
video dial tone case, he said, that's likely to be starting
point, but WCA will push for 1% of any network that shares
officer, director or management employe with MSO.
Sinderbrand said WCA believes Comrs. Quello and Duggan
would support WCA plan and Chmn. Sikes and Comr.
Marshall probably would oppose it, but he pointed out that
latter 2 probably won't be on Commission when decision is
made.

Program access also is protected in Cable Act's
effective-competition provision, Sinderbrand said. Provision
says there's effective competition (which precludes local
rate regulation) if there's multichannel competitor —-- but
only if it has comparable access to programming. Even in
cases where cable network isn't owned by MSO, Sinderbrand
said, law prohibits MSOs from using coercion to keep
programming away from competitors.

Rate regulation provisions of Act are "ugly," Hazlett
said. Act allows direct regulation only of lowest cost
broadecast tier, which he described as "a gimmicky low-ball
tier that no one takes." Limits on rates for nonbasic
networks probably will be minimal, he said, perhaps relating
rate increases to rate of inflation, rather than requiring
rollbacks. Sinderbrand said nonbasic rate regulation
probably will generate much FCC paperwork, but little that
is "meaningful." He also predicted many municipalities
would forgo regulating basic rates because of complex
paperwork required and relatively little benefit to
subscribers. Rate regulation will provide incentives for
cable to limit program quality, Hazlett said, because if
operators can't raise rates, their only alternative for
increasing profits is lowering costs.

TV DIGEST—7

"Bad" part of Cable Act is provision eliminating
municipal authorities’ liability, Hazlett said. He predicted
that practical effect would be to encourage cities to
continue refusing to grant 2nd franchise, particularly since
municipalities would lose ability to regulate rates if there's
effective competition. Sinderbrand said in-house cable
wiring is becoming "major battleground," with cable
operators, in bid to hurt competitors, even filing criminal
theft actions against multichannel competitors that used
in-house wiring left behind after subscriber disconnected
cable, but Cable Act could help solve problem.

Wireless cable could be big beneficiary of digital
compression, Schmidt said. He said compression, in addition
to enabling wireless to carry more video channels, will allow
it to enter new businesses, potentially including telephony:
"Cable is fighting for spectrum, but we already have 200
MHz."

FCC UPHELD ON BALLOT ISSUES: Panel of 3 judges of
8th U.S. Appeals Court, St. Louis, on 2-1 vote last week
upheld FCC ruling that fairness doctrine had been repealed
legally and thus couldn't be applied to ballot issues.
Majority (Judges Floyd Gibson and Arlen Beam) based their
decision on legislative intent of Congress in 1959
amendments to Communications Act. They held that
Congress didn't intend to codify fairness doctrine into law.
Dissenting Judge John Gibson, relying primarily on language
in 1959 House report, said Congress had codified doctrine.

Case, involving KARK-TV Little Rock, charged that
station had failed to give adequate coverage to opponents in
1990 referenduin involving Ark. usury limits. Ark. AFL-CIO
and local group against referendum lodged fairness
complaint with FCC, which on 3-2 vote (Comrs. Duggan and
Barrett dissenting) dismissed complaint (TVD Jan 6 p4).
Majority ruled that requirement for balanced coverage of
ballot issues came from fairness doctrine -- which agency
repealed in 1988 in move upheld by U.S. Appeals Court, D.C.

FCC also dismissed complaint as "moot," position
rejected by Circuit Court, which said: "While the ballot
measure at issue... was long ago decided, we find that this
dispute is capable of repetition, yet evading review." Court
also found "meritless" arguments by broadeast intervenors in
case that it lacked jurisdiction.

Spokeswoman for appellants said that Court will be
asked to reconsider case and that "our chances for
legislation reinstating the fairness doctrine are greatly
increased" under Clinton Administration. Democratic
leaders of Congress have made repeated, albeit unsucecessful,
efforts to restore fairness doctrine, and increased activity is
expected when Congress convenes. RTNDA, in legal
memorandum to its members, has expressed fear that
fairness doctrine could become law.

———

Following Oct. 29 surgery for prostate cancer (TVD
Nov 2 p7), FCC Chmn. Sikes returned to his office Nov. 30
on regular basis (he was in briefly week earlier). He
canceled mid-Nov. trip to Russia, sending Kenneth Robinson,
senior legal asst., and trip last week to Financial Times
seminar in London, sending Chief of Staff Terry Haines.

NAB has launched free fax-on-demand service to
provide information, registration forms, ete., on its April
18-22 convention in Las Vegas. Users need no access code
or special instructions to use 24-hour service, which will be
updated regularly —- 301-216-1847.
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FCC'S 2nd BIG CABLE DAY: FCC is expected to take
numerous actions to carry out mandates of Cable Act at
Dec. 10 meeting -~ including seeking comments on 7
rulemaking proposals as well as issuing order on information
that systems will be required to file in connection with rate
regulation proposal. This will be Commission's 2nd meeting
since Cable Act became law, and situation is similar to Nov.
b session when it issued first 3 rulemakings mandated by Act
(TVD Nov 9 p6), with comments on one of those (cable wires
into home) filed last week (see below). On agenda at same
meeting is another congressionally mandated item requiring
FCC to set single standard for AM stereo. As resuit,
Commission will seek comments on its proposal that
Motorola's C-QUAM be adopted as that standard.

Most controversial of cable items this week is proposal
on rate regulation for services, conditions governing leased
commercial access and itemizations required on subscriber
bills. Rate regulation issue is unsettled, we were told by
outside lobbyist: "It's hard to do something if you really
don't want to do it." During Hill consideration of cable bill,
FCC Chmn. Sikes didn't try to hide fact that he didn't like
rate regulation requirement. In separate item, FCC is
expected to adopt order requiring cable systems to submit
considerable information in rate regulation rulemaking.
Other cable rulemakings to be considered by Commission:

(1) Cable EEO rules (expected to be very close to those
required of broadcast licensees). (2) Tier buythrough
prohibitions in Cable Act. (3) Customer service standards.
(4) Horizontal and vertical limits on ownership of MSOs and
cable systems. (5) Program access and carriage regulation
involving development of competition and diversity.

Meanwhile, things are moving rapidly at FCC in its first
rulemaking on Cable Act: What should be done with
inside~-the-home wiring when cable service is terminated?
MSOs filing comments asked agency to be flexible in rules it
adopts to cover situation and to permit systems to sell
in-home wiring to resident, along with other options.
Commenters generally asked Commission to specify that
rules will apply only to single-unit dwellings, thus excluding
wiring in apartments and similar buildings.

Universal concern in comments was that leaving
in-home wiring in place would make signal theft relatively
easy and would have "numerous adverse consequences," Time
Warner said. NCTA said that "on its face," congressional
directive to FCC "appears to be a relatively simple matter."
However, in asking for comments, agency recognized that
it's not so simple assignment in "the balancing of a variety
of important issues affecting both cable operators and
homeowners." Assn. also said any rules should apply to
"multiple dwelling units."

Any new rules must recognize differences in wiring of
individual homes and multiple-unit dwellings, Times Mirror
Cable TV (TMCT) said. It cited example (without naming
city) of how its recently installed wiring in apartment
complex was used by SMATYV operator "who enticed the
property owner with a percentage of its receipts" to cancel
TMCT. However, TMCT said, "after approximately 2 years
and numerous complaints about poor service, the property
owner all but begged TMCT to restore service... To avoid
protracted litigation, TMCT [negotiated] a buyout of the
SMATYV operator, who in essence successfully 'greenmailed’
TMCT... We wish we could say that this was an isolated
experience, but it is not."

CATA said it's "confident" FCC understands operator's
need to protect business from "illegal and abusive activities"
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such as theft of service or signing for free or discounted
installation fee, then dropping service immediately.
Commission should adopt, "to the greatest extent possible,
regulations that are flexible enough to accommodate the
many situations and individual needs of both subseribers and
operators,”" CATA said. Cable systems should be allowed to
reclaim wiring "when it's necessary to prevent theft of
service" and existing contracts "should not be impaired."
Citing telephone industry precedent, EIA told FCC that
consumers should be permitted to own wiring in their homes
(see separate story in Consumer Electronics section).

N S—

BBC appears likely to retain license fee as
cornerstone of its funding. In recent Green Paper that
officially opened debate on BBC charter renewal due in
1996, govt.'s National Heritage Dept. said that "the BBC
services have been paid from a license fee since 1927 and, so
far, no one has devised an obviously better system." While it
suggested possible expansion of subscription-based services
as supplemental funding option —- "more use could be made
of the night hours to show premium film and other" services
-- 43-page document appeared to reject advertising and
direct govt. grant as viable alternatives to license fee, of
which BBC received estimated £1.36 billion in 1992. BBC
reached similar conclusion in separate White Paper stating
that "commercial funding methods... affect the types of
programs which are made and broadcast” and instead called
for "a long-term [govt.] commitment to continued license
fee funding of [its] core services." In programming realm,
BBC report called for development of fulltime TV news
service that would be delivered by satellite and cable, and
for fulltime radio news service that it previously had
announced it would launch in 1994. Charter renewal
legislation is expected to be introduced in Parliament in
1994.

Carnegie Foundation is funding 2-year study of future
of communications in U.S., to be undertaken by ex-FCC
Chmn. Newton Minow (now senior partner in Chicago law
firm Sidley & Austin) and Craig LaMay, ex~editor of
Columbia U.'s Media Studies Journal. Study -- "The
Public-Service Television Project” —- is for American
Academy of Arts & Sciences. Minow said he's perceived as
"one of television's most persistent critics —- but that is
because I believe so strongly in the medium's unfulfilled
promise as a resource for furthering democratic values.” He
said TV has failed consumers in 4 important areas:
Children's programming, educational TV, "medium's use in
political campaigns," funding for public broadcasting. Study
will include interviews with industry, political, educational
and civic leaders, said Minow (a trustee of Carnegie
Foundation), and will seek "to define a contemporary public
interest standard for television and promote discussion of a
national communications policy for the 21st Century... At
the heart of our work is an old idea that dedication to the
public interest is essential to making any public service
standard meaningful and that exclusive reliance on the
market Lo arrive at such a standard is insufficient."

Jerrold displayed automated A/B switch at Western
Show. Switch can be added easily to cable converter without
additional electrical connections, and can be activated from
remote control. Mktg. Dir. Daniel Moloney said 1992 Cable
Act, which includes retransmission consent, increased
interest in A/B switches. Jerrold also showed concept
"converter of the future" intended to gauge industry interest
in such features as near-video-on-demand, renewable
security smart card, 1-GHz tuning range, electronic program
guide.
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New computer vision technology that creators claim
brings world "one step closer to the human computer” was
introduced Dec. 1 by David Sarnoff Research Center
(DSRC), Princeton. "Smart Sensing" technology enables
personal computers to recognize images, "something that
even the most powerful supercomputers today cannot do,"
DSRC said. Technology is programmed into single
semiconductor utilizing "pyramid processing," high-level
computer program that breaks images down in progressively
smaller sizes, allowing microprocessors to deal with far less
information. That process, when coupled with electronic
eye, can enable computers to "intelligently respond to what
they see," DSRC said. Technology combines several vision
tasks —— object recognition, motion tracking, image
compression and fusion, optical character recognition.
Technology "selectively sorts through vast amounts of
information in any visual scene, then isolates key
characteristics such as movement, shapes, colors, letters and
face patterns," DSRC said. It said it has formed new
company called Sensar to commercialize technology.

Revocation of Black TV Workshop (BTW) CP for
KEEF-TV L.A. has been recommended by FCC Law Judge
Joseph Chachkin. In initial decision released Dec. 1, he
concluded that "none of the persons or groups" involved in
more than b years of legal maneuvering over station "possess
the requisite qualifications to be or remain a permittee" of
station. Despite "ostensible" local minority orientation of
station, Chachkin said, "purpose" of BTW organizer Booker
Wade from outset "was to establish a for-profit production
company which would sell programming to BTW's station as
well as the other stations in his planned low-power TV
network." ALJ said: "Notwithstanding that BTW's
application stated that control would be exercised by its
directors, Wade intended from the outset to keep the reins
of control in his hands." But Chachkin also found directors
"culpable," concluding that "some walked away from BTW
rather than challenge Wade. Others assisted him in
removing direetors who posed a threat to Wade's game plan."

Video compression either will shatter audience for
sports programming, or will create new opportunities for
niche programs, according to experts on panel discussion at
Western Show. Home Sports Entertainment CEO Edward
Frazier said proliferation of sports channels could fragment
audience so much that none of networks would be attractive
to advertisers: "We wouldn't be creating new revenue, we'd
just be moving it around." But Century Pres. Andrew Tow
saw "incredible opportunities” for new niche sports networks,
particularly ones that bring international sports events to
specific communities such as Hispanics or Asians, which he
said could "satisfy an entire new group of potential
subscribers." He also said ABC PPV experiment was
"terrific" for cable operator since it generated new revenue:
"It may not be a huge amount, but we should take advantage
of it and share whatever pie is available."

Consortium including Time Warner launched first
all-news TV channel in Germany Nov. 30. Channel, called
n-tv, is available via cable and satellite to estimated 9.7
million homes. Time Warner owns 28% of n-tv, with rest
divided among Rothschild Bank, Nixdorf family, founder
Karl-Ulrich Kuhlo, several investment trusts. Most of
programming is in German, although n-tv picks up
English-language feeds from BBC. It's first of several
planned European all-news channels, including those by
Europe's public broadcasters and by Turner Bestg.

Cardinal Communications said it's trying to sell its
cable assets. MSO, with about 87,000 subscribers in 6 Ind.
system groups, retained Communications Equity Assoc.
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Courts should delay effective date of must-carry and
retransmission consent provisions of 1992 Cable Act at least
until court review is completed, Daniels Cablevision said in
Nov. 3 filing. Request to U.S. Dist. Court, D.C., cited
decision to delay action on case until spring (TVD Nov 30
P7), saying that means that cable interests will be hurt
longer if there's no restraining order. It said that, while no
must-carry complaint procedure will be set up until spring,
cable operators will be liable for must-carry violations
beginning Dec. 4. Daniels also repeated its First
Amendment arguments against must-carry, saying that it
gives preference to broadcast speakers: "Grant of a
valuable, scarce broadcast license does not confer the
fortunate recipient with greater constitutional rights or
privileges than those held by ordinary persons." Daniels said
granting restraining order would simply "maintain the status
quo"” and wouldn't hurt either broadcasters or govt. interest.

Cable Act will push cable into telephony, data and
other services because rate regulation will limit traditional
cable services, Richard Perry, chmn. of cable equipment
maker C-COR Electronics, predicted. "People are looking
at new markets, how to get incremental revenue. People are
realizing more than ever that they are in the
communications business, not in cable. People don't like the
Cable Act, but they're dealing with it." Partly because of
realization, Perry said, C-COR's sales have been "very
dynamic" in 2nd half of year, and are expected to continue
strong in 1993 and 1994. C-COR announced several new
products: (1) High-efficiency power supply system that cuts
power consumption 10-15%. (2) Power surge terminator that
helps eliminate nuisance outages. (3) Two new lines of cable
line extender amplifiers. (4) New cable network
management software.

KCET L.A. said it has settled differences with Roman
Catholic Archdiocese of L.A. that dated back to station's
broadcast of controversial point-of-view film Stop the
Church in Sept. 1991. Archdiocese considered program
anti-Catholic, as did "many viewers," KCET said. Upon
reviewing station's program policy statement, Cardinal
Roger Mahony, head of L.A. Archdiocese, said: "I believe
that the concerns and sensitivities of the Catholic
community, as well as other communities and groups in the
Los Angeles area, will be considered in connection with
future programming. With these assuranees, I am renewing
my own membership in KCET and I would encourage others
to consider doing the same." Policy statement obliges KCET
to achieve "a balance of views in its program schedule and
[Lo] reflect its broadcast area's varied ethnic and cultural
heritage."

Scientific-Atlanta (S-A) signed agreement in
principle to buy Nexus Engineering of Vancouver, S-A CEO
William Johnson said. In addition to giving S—-A its line of
SMATYV equipment, he said deal will help provide new
international distribution channels for other S-A products.
Terms weren't disclosed. Nexus Chmn. Basil Peters said
company agreed to deal because it ean be more successful
with large "strategic partner" such as S-A. Also at Western
Show, S-A introduced next-generation set-top terminal,
Model 8600X. Unit is based on current 8600 terminal, but
has such add-ons as electronic program guide, advanced
messaging, VCR controller, high-resolution on-screen
graphics, near-movie-on-demand.

Number of U.K. cable subscribers rose 13% in 3
months ended Oct. 31, U.K.'s Independent TV Commission
reported. Broadband cable systems in country have total of
380,297 subscribers, vs. 220,728 year ago (up 72%),
regulatory group said.
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John Hollar, promoted to senior legal adviser to FCC
Comr. Duggan, succeeding Michele Farquhar, now
vp-law and regulatory policy, Cellular Telecommunications
Industry Assn... Anthony (Rick) Aurichio, Arbitron pres.,
retires, will be succeeded by Stephen Morris, pres. of
VidCode... Sandy Grushow, exec. vp, Fox Entertainment
Group, named pres., succeeding Peter Chernin, now chmn.,
20th Century Fox.

Stephen Barden, gen. mgr., British Sky Bestg., joins
News Datacom as worldwide CEO-managing dir., Thomas
Price named deputy managing dir.-COO... Robert Gordon
resigns as pres., Best. Communications Group of Ailes
Communications, to form broadcast consulting and
brokerage firm... William Fowkes appointed vp-sales
support and trade mktg., Showtime Networks.

Tom Mazza promoted to senior vp-current programs,
Paramount Pictures Network TV Div... Kathryn Keesee,
ex-Mayfield & Assoc., appointed promotion mgr., Landmark
Networks... Michael Fuchs, chmn., HBO, is keynote
speaker at SBCA convention, San Diego Convention Center,
Jan. 14.

MTV Senior Vp-Affiliate Sales-Western Region
Christine Sheehan appointed senior vp-market
development, and Senior Vp-Eastern Region Nicole
Browning named senior vp-regional operations... James
Hatcher appointed vp-gen. counsel, Cox Cable... Jay
Nordby, ex-Telemundo Group, named vp, All News
Channel... Deborah Hamberlin, ex-KTVU Salt Lake City,
dppointed vp-affiliate advertising and promotion, NBC
Entertainment... Promotions at WCVB-TV Boston:
Elizabeth Cheng, exec. producer of programming, adds
duties of dir.—communications; Ethel Shepard to
mgr.-media relations... Robert Wright, vp-PR, West
Coast, ABC TV Network, takes early retirement at end of
year.

Geoff Calnan promoted to senior vp-ads and
promotion, Fox Bestg... Michael Tadross, movie producer,
named senior vp-features production, Paramount Pictures
Motion Picture Group... Martha Zorno, ex-MTV Networks,
named vp-counsel/corporate, Viacom International...
Gregory Frost, ex-law firm Bower & Gardner, named
partner in N.Y. law firm Brown, Raysman & Millstein...
NTIA Schedule -- Deec. 11: Dir. Gregory Chapados is
luncheon speaker at "Private Networks & Public Objectives"
conference, noon, Columbia U. Business School, N.Y.

—_—

CBS TV Network has joined in deal with cable's
Comedy Central to cross-promote The Kids in the Hall,
which airs on both networks. Program is earried by Comedy
Central Mon.-Fri. at 9:30 p.m., on CBS at 12:30 a.m. CBS
and Comedy Central also are joining in Kids promotion that
offers viewer and guest $10,000 and weekend in Toronto with
cast members of program. As part of deal, CBS gets 12
spots on cable network for each spot it airs. Series
originally aired on HBO.

Comcast and TCl-owned Liberty Media, saying their
interests on QVC Network board are underrepresented, said
in filing at SEC that they plan to seek control. Jointly,
Liberty and Comeast control 54% (including unexercised
warrants) of QVC's outstanding shares and have 4 of 11 seats
on board. QVC board meets Dec. 7 to consider request,
which is said to be friendly. QVC Chmn. Joseph Segal said
cgmpanies "have been very friendly and productive partners
of QVC."
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Cable theft may be diverting equivalent of 24% of
cable industry's total current revenue, aceording to new
statistics released by NCTA Office of Cable Signal Theft.
James Allen, head of office, said results of survey of cable
operators and piracy arrests indicate that plrates stole
programming and services valued at $4.7 billion in 1991, $2
billion for basie service and $2.7 billion for premium. Allen
said that NCTA didn't have enough data to estimate
pay-per-view theft, but that 75% of 335,000 piracy devices
seized in 1991 were equipped to bypass addressability and
steal PPV programming. Theft of basic cable service was
basically flat in period between last survey in 1989 and most
recent study, Allen said, but there was "dramatic" rise in
theft of premium service. Theft also was relatively flat at
both small and large cable systems, but he said there was big
increase at systems with 20,000-50,000 subscribers, possibly
because they added PPV and other more desirable services.
Digital compression will make it more difficult for pirates,
but Allen said it's "not a panacea."

Gerry Weaver, vp-govt. relations for satellite TV
programming packager United Video, resigned after he was
indicted by federal grand jury in Washington, D.C., on drug,
obstruction of justice and conspiracy charges. Weaver has
been long-time lobbyist for United Video and proponent of
satellite TV industry causes such as program aecess.
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STATE OF THE INDUSTRY

Sales to dealers, from EIA, for 3rd statistical week of Nov. and year to date:

NOV. 1991 % NOV. 46 WEEKS 46 WEEKS %
14-20 WEEK CHANGE 7-13 1992 1991 CHANGE
TOTAL COLOR..... 762,619* 493,844 +54.4 587,010* 19,406,192 17,591,539 +10.3
DIRECT-VIEW... 750,478** 486,456 +54.3 580,011* 19,066,212 17,277,837 +10.4
TV ONLY...... 709,757* 474,760 +49.5 558,564%* 18,275,476 16,713,822 + 9.3
TV/VCR COMBO. 40,721* 11,696 +248.2 21,447* 790,736%** 564,015 +40.2
PROJECTION.... 12,141 7,388 +64.3 6,999 339,980«* LS}, 7702 + 8.4
VCR DECKS....... 373,253* 228,323 +63.5 283,272%* 10,737,460%* 8,964,614 +19.8
CAMCORDERS...... 80,823 52,748 +53.2 60,313* 2,412,389 2,428,637 = @7
LASERDISC PLYRS# 4,982 Boildsd o &Y 1,893 182,098 156,641 6

Direct-view TV 5-week average: 1992--615,933**; 1991--509,797 (up 20.8%).
VCR deck 5-week average: 1992--386,798*; 1991--273,974 (up 41.2%).
Camcorder S-week average: 1992--79,076; 1991--75,489 (up 4.8%).

* Record for period. ** All-time record. # Includes combi players, excludes karaocke
types.

EUROPEAN SURVEY -- 56% PREFER WIDESCREEN TV: First major survey of European consumers and
dealers on widescreen TV sets, which have been on market there almost 2 years, found that 56% liked 16:9
widescreen sets better than conventional models and said they would be willing to pay average of 28%
premium. Survey results indicated that letterbox movies would drive widesereen TV market.

onclusions wer BIS Str ic Decisions on research involving 600 interviews in Europe,
including 350 with consumers at demonstrations in shopping malls in France, Germany and U.K., and 250
discussions with dealers in those countries plus Scandinavia, Italy, Spain. In mall interviews, consumers were
shown portions of same movie on standard 27" set and on 30W" widescreen set (32" European measurement).
Movie on standard set was shown both full-screen (4:3) and letterbox (black bars at top and bottom), while
widescreen set demonstrated full 16:9 version, 4:3 with black bars at sides and zoomed 4:3 (top and bottom

cut off).

nsumers preferring wi reen gave 3 main r ns -- it was better suited to movies, had better
picture, TV set was more attractive. Disregarding price as factor, 54% of respondents said they would buy
widescreen set. When asked to say how much extra they would pay for widescreen set over 4:3 model, they
cited average premium of 28%, lower than current price premium. Most dealers (63%) cited high retail
prices as public's main objection to widescreen sets, followed by lack of software and programming (cited by
27%), poor picture quality (10%), with 7% saying set was too large.

Size of set was cited by 68% of consumers as potential drawback, when asked to cite possible barriers to
ownership. Because 30W" sets were used in tests, survey report assumed that demand "will eventually be

higher for smaller sets" —- listing 26W" and even 22W" versions. Only 9% of total respondents —- 42% of
those who preferred 4:3 set —- objected to picture quality on widescreen set displaying PAL or SECAM
picture, despite fact that widescreen sets originally were promoted widely in Europe for use with improved
resolution of MAC or HD-MAC transmissions.

Movies, used as prograimn source in consumer tests, obviously captured imagination of those preferring
widescreen. Some 55% of those gave as reason "better for watching films" or similar comment. "The longer
term market success is likely to depend at least partly on how well this aspect of widescreen TV is
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demonstrated on the sales floor," report suggested. Other reasons for preferring widescreen: "Better
picture," 54%; more attractive set, 16%.

Of total sample of dealers -~ all types, from specialty retailers to hypermarkets -- 1/3 displayed
widescreen sets. Although vast majority of dealers were pessimistic on near-term prospects for widescreen
sets, most were optimistic over longer term. Survey revealed wide differences in consumer and dealer
attitudes from country to country; for example, British viewers were prepared to pay premium of only 23%
for widescreen TV, while French would pay 27% extra, Germans 35%.

For details on availability of complete survey, contact David Mercer, Group Mgr., Consumer
Electroniecs, BIS Strategic Decisions in U.K. (phone 44-582-405678, fax 44-582-454828).

Note: Sharp says it wi i " widescreen sets in Memphis plant next Sept. (details
elsewhere in this issue). Thomson Consumer Electronics (TCE) is expected to show its first U.S. widescreen
models (with 34W" tube) next week. Panasonic already has announced it will offer 16:9 projection sets in
50W" and 58W" sizes in U.S. next year (TVD Nov 16 pll).

CAMCORDER SHIPMENTS NOW BELOW SALES LEVEL: Fourteen months after Japan applied brakes,
camcorders finally are selling faster than they're being shipped here. In Oct., Japan exported 297,482
camcorders to U.S., according to Finance MInistry figures, 29,800 fewer than were sold to dealers here in
same month.

Inventories are expected to recede further as sales climb in Christmas season windup. For year's first

10 months, Japanese camcorder exports to U.S. were down 30.6%, and beginning in Oct. of last year, when
declines began, Japan has shipped 1,152,000 fewer units here than in same months year earlier. Inventories
here still are unbalanced, however, and believed to be top-heavy with 8mm and quite seriously short of
full-size. Full-size cameorders totaled less than 10% of inventory at end of Sept., although they constituted
about 25% of sales in year's first 9 months (TVD Nov 16 p12). More than 95% of eamcorders imported into
U.S. originate in Japan.

For 4th consecutive month, camcorder prices FOB Japan were in all-time low category, average value
running 10-13% below year earlier. In Oct., value of average camcorder shipped here reached all-time low
in yen, dropping below 64,000 yen mark to 63,514. Price broke in July, when average fell to 64,516 from
72,188 in June, decline of more than $56 (TVD Sept 14 p11). Average dollar value, based on exchange rate in
Oct. (122 yen = $1) was $520.61, nearly $22 below year earlier. In dollars, average FOB price has hovered
between $510 and $520 for 4 months, new lows despite decline in yen.

k shi also continued to run behind last year. Japan now originates less than
50% of total VCRs arriving here, so decline is natural in view of buildup in other Far East countries, as
domestic sales here head for record year. Despite fact that most high-end VCRs originate in Japan, average
FOB price of VCR from Japan hit all-time low of 63,514 yen in Oct., down 10% from year-earlier figure,
which in turn was lowest in history at that time. In dollars, based on Oct. exchange rate, average VCR in
Oct. was valued at $223.22, actually 3.3% (or $7.22) higher than year earlier.

isc i hit 10-month high of 290,576, up 38.7% from same 1991 period,
while CD players at nearly 5.8 million for period, were up more than million units. More than 75% of all CD
players imported into U.S. come from Japan.

Japanese exports to Canada in Oct. (10-month shipments in parentheses): Color TV 299, down 64.6%
(4,937, down 29%); VCR decks 50,451, down 6.1% (405,920, down 5.9%); camecorders, 27,287, down 45.1%
(197,664, down 59%); laserdise players 3,340, down 12.9% (18,231, up 19.6%); CD players 59,725, up 18.6%
(455,173, up 14.1%). Oct. and 10-month exports from Japan to U.S.:

Product Oct.’92 Oct. ‘91 % Chg. 10 Mo.’92 10 Mo.’91 % Chg
Color TV.eeeeooos 11,636 7,759 +50.0 99,411 109,728 - 9.4
VCR deckB.ceeeoes 610,085 714,406 -14.6 5,137,372 5,602,469 - 8.3
Camcorders....... 297,482 410,226 -27.5 2,269,258 3,267,597 ~-30.6
Videodisc players 37,046 36,933 + 0.3 290,576 209,483 +38.7
CD playersS....... 667,468 635,707 + 5.0 5,795,382 4,760,489 +16.8
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FIRST SONY MDs AND GOVT. DIGITAL RULES ARRIVE: In relatively low-key fashion compared with
"DAT Day" marketing blitz 2-1/2 years ago (TVD June 25/90 p12), Sony last week started shipping first
allocations of MZ-1 record-playback and MZ-2P playback-only MiniDise (MD) portable to U.S. retail
accounts. Meanwhile, U.S. Copyright Office (CO) issued interim regulations on form and content of "filing
of notice" requirements under new Audio Home Recording Act, setting Jan. 4 deadline for public comments
on interim rules.

Sony MD players were trucked or air-freighted last week from Ill. warehouse nationally to such key
accounts as Circuit City, Good Guys, Macy's and Silo, Gen. Audio Mktg. Vp Mark Viken said. He said
products would be available for sellthrough and advertising as early as this past weekend. As week closed,
Macy's issued Christmas electronics circular featuring MZ-1 on cover at $699 "holiday" sale price. Viken
wouldn't discuss actual quantities of MD product in first allocation, but said shipments number "in the
thousands rather than the hundreds," although he conceded quantities probably "are a little less" than some
retailers would like. He reiterated that 1,500 retail outlets will have product to sell by end of Dec., with
ramp-up to as many as 2,000 storefronts within 90-120 days. :

Japan's Nikkei Sangyo newspaper reported last week that Sony is reporting domestie backorders of about
10,000 units of MZ-1 portable, which became available Nov. 1. Paper said 50% of 30,000 of MZ-1 and
MZ-2P produced monthly have been allocated to overseas markets.

As for software support, we're told pool of 150-200 titles, dominated by 100-plus Sony Music albums,
will have reached stores this week to coincide with hardware shipments. Sony Music Market Development Vp
Jeff Shulman said company plans to add 50 titles in Jan., featuring such artists as Billy Joel, for whom
contract clearances came too late to be included in startup catalog. Shulman said at least 750 outlets
nationally will carry MD titles from Sony Music at start. Software quantities will be ample, he said, noting
that some titles will be available in runs of 1,500-7,500 copies.

Copyright Office notice had few, if any, surprises. Agency said importer or manufacturer must file
initial notice within 45 days following first U.S. distribution of digital audio recorders and blank media made
after last Oct. 28 -- day that royalty legislation was signed into law by President Bush (TVD Nov 2 p16). CO
said purpose of interim rules is "to allow persons to invoke the statutory license immediately, while
permitting full public comment before the issuance of final regulations." Adding growing urgency to need
for interim rules was fact that DCC products from Philips, Tandy and Technics began arriving on U.S. store
shelves in Oct. and Nov., while first Sony MiniDisc shipments have begun hitting streets.

filing quarterly and annual statements of account and rules on actual
submission of royalty payments will be addressed in separate rulemaking proceeding in "near future." CO
officials have said rules on quarterly and annual filings -- to document actual digital audio hardware and
blank media shipments —— are expected by end of Dec.

CO said initial notice should be submitted on forms available from its Licensing Div. (202-707-8150),
where spokeswoman said forms are available by fax "for information purposes only," as actual filings to CO
must bear original signature of company officer submitting data. Initial notice form asks for basic
information on manufacturer or importer and nature of product shipments, such as "product category of a
device or medium" (boombox stereos, handheld personal portables, etc.). Principal uses of information
requested on form will include: (1) Preparation of detailed reports to Copyright Royalty Tribunal, which will
be responsible for disbursement of royalty money to copyright interests. (2) Establishment and maintenance
of public record. (3) Examination for compliance with requirements of royalty law.

I will be highly visible at upcoming Las Vegas Consumer Electronics
Show, as indicated in informal poll of exhibitors by our affiliated Audio Week newsletter. Sanyo will tout
MD "in a big way," Vp Isaac Levy said, and plans to display 3 prototypes, including playback-only portable,
3-disc in—-dash changer with removable faceplate, possibly home MD component. As for DCC, marketing
corporately will be handled by Fisher because format at start is being positioned for home recording, Mktg.
Vp Michael Shoemaker said. He said Fisher plans to show 2 home DCC prototypes.

Also aggressive on MD front will be Sharp, which plans to show MD portable, but not DCC mockup,

spokeswoman said. Company issued statement saying its R&D labs in Japan "have worked steadily to develop
their own laser optical mechanism" that allows for "smaller, more compact portable unit." Pioneer plans to
showease equal representation of MD and DCC mockups and will remain noncommital for foreseeable future
on marketing or pricing plans, Home Audio Mktg. Vp Michael Fidler said. Noteworthy aspect of minisized
home MD prototype he described is that it's playback-only component.
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Thomson Consumer Electronics (TCE) will announce marketing plans in one or both formats at Las Vegas

show, Syracuse-based spokesman said. Although he confirmed TCE recently became dues-paying member of
DCC Group of America, he advised against "reading between the iines" as to format involvement. Also
noncommital was Onkyo, which showed DCC mockup at Japan Audio Fair. National Sales & Mktg. Mgr. Ted
Green indicated company would have more specifics to discuss at news conference first morning of show.

FTC DROPS NINTENDO PROBE: Federal Trade
Commission has informed Nintendo of America that it has
closed antitrust investigation of Nintendo of America (NOA)
and parent Nintendo Co. Ltd. Probe was one of several
actions against Nintendo in last 3 years over allegations of
antitrust and related violations. Earlier this year, U.S. Dist.
Court jury in San Francisco gave Nintendo victory in
antitrust suit filed by Atari Corp., which had charged that
Nintendo used its overwhelming share in 8-bit games to keep
programmers from creating software for competing systems
(TVD May 4 p21). Also, Nintendo reported, N.Y. Attorney
Gen. in Sept. closed separate antitrust investigation.

"We gave complete coeperation to the federal and state
agencies in these investigations and are pleased they decided
to close them," Nintendo Senior Vp Howard Lincoln said.
"Just as we were vindicated by a San Francisco jury after a
3-month trial, the closing of these investigations, without
bringing any charges, clears us again. We're batting a
thousand."

That batting average, however, apparently doesn't
include most noteworthy outgrowth of investigations --
settlement reached last year among Nintendo, FTC and
attorneys general of all 50 states involving charges that
Nintendo had fixed retail prices (TVD April 15/91 pl1).
Under terms of that settlement, Nintendo admitted no guilt,
with Lincoln saying Nintendo was opting "to get this behind
the company immediately” rather than undergoing costly
legal battle. But it also agreed to pay states nearly $5
million, and offered $5 discount coupons good toward
purchase of Nintendo-authorized software and accessories,
with maximum liability of $25 million.

FTC form letter to NOA Pres. Minoru Arakawa last
week said "it now appears that no further action is
warranted by the Commission at this time. Accordingly...
the investigation has been closed. This action is not to be
construed as a determination that a violation may not have
occurred, just as the pendency of an investigation should not
be construed as a determination that a violation has
occurred. The Commission reserves the right to take such
further action as the public interest may require."

_—.—

Affirming earlier order (TVD Nov 9 p14), U.S. Court
of International Trade (CIT) ordered International Trade
Administration (ITA) to "proceed at once" with investigation
of Brother Industries' antidumping complaint against Smith
Corona on imports of portable typewriters. CIT earlier
reversed ruling by International Trade Administration that
since Brother wasn't U.S. manufacturer, it had no standing
to file complaint, so no investigation could be conducted.
Despite reversal, ITA said it would delay investigation
pending Smith-Corona's appeal of CIT's decision to U.S.
Appeals Court. However, CIT ruled last week that ITA
investigation should go forward even as Smith-Corona's
appeal is heard.

JVC Introduces palintop-size character generator
with uppercase and lowercase alphanumeric letters in 4
sizes, with scrolling, black character outlines, zoom effect,
built-in signal generator. It's battery or AC operated, will
be available in Jan. at nationally advertised price of $250.

China's largest satellite receiving system
manufacturer, Suman Satellite Technology Co., has capacity
to produce 200,000 receivers per year. Installed in China,
home system can bring in TV shows from France, Indonesia,
Japan, Malaysia, Russia, U.S. and other countries, according
to China Daily interview with Li Yongheng, a company
senior manager. Central China TV, meanwhile, is starting
new direet satellite channel receivable only by satellite dish
in Beijing. There's one problem: Use of satellite receivers
is banned in China. "Every time an individual comes to buy a
satellite receiver system, we tell him there is an official ban
and he is advised to use it only for TV shows from a Chinese
satellite or frontier provinces," Li is quoted as saying.

CD-based karaoke system using full-motion digital
video interactive (DVI) has been developed jointly by Nippon
Columbia and distributor Daiichi Kosho. System uses
separate CD+G discs for sound and CD-ROM discs for
picture, so different backgrounds can be used with same
music and Jyrics. Called "Dogasys" (TVD June 1 pl6), system
can hold 200 CDs. Changer costs about $4,000, controller
$6,450. It's 2nd CD-based karaoke system to be introduced,
after JVC's CD-ROM/XA (TVD Oect 5 p13).

OfficeMax, office product and electronics superstore
chain 92% owned by K mart, signed definitive agreement to
acquire BizMart, 104-store chain, from Intelligent
Electronics for about $270 million. OfficeMax, which
operates about 160 stores in 26 states, earlier this year
bought OW Office Warehouse. When acquisition is
completed, OfficeMax will emerge as company with more
than 280 stores.

New media mean new opportunities for Playboy,
Chmn.-CEO Christie Hefner told shareholders at annual
meeting in N.Y. last month. Company is looking into CD-1I
and other CD-ROM formats for delivery of magazine on
disc, she said. Plans call for development of programming in
FY 1993 ending June 30. Another opportunity is virtual
reality, Hefner said, and possibilities for Playboy are
boundless.

Summer Consumer Electronics Show (CES) package of
downtown Chicago hotel, transportation and airport transfer
will be available to buyers at Winter show in Las Vegas Jan.
7-10 at $499-$599, said to be 10-50% saving. Packages will
be sold at CES Buyers Lounge. After Winter show, packages
and hotel reservations will be available from Chicago
Convention Bureau, 800-723-2000.

Sony's Digital Audio Disc Corp. (DADC) in Sept.
marked first month of million CD-ROM production.
Company said it would ship more than 12 million CD-ROM
dises this year, and moved its 10 millionth unit in July.
DADC Chmn.-CEO James Frische called CD-ROM "one of
our fastest growing markets."

THIS WEEK'S YEN RATE

Yen values have been converted to dollars in
this week's issue at 124 yen = $1, except where noted.
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NOV. RETAIL SALES ADVANCES: Two publicly held
consumer electronics and appliance retailers reported solid
sales gains in Nov.

Circult City Nov. sales rose 20% to $328.1 million,
with comparable stores up 10%. For 3rd quarter ended Nov.
30, sales jumped 16% to $804.6 million on 8%
comparable-store increase. Company will release full
financial report for quarter next week, but Pres.~CEO
Richard Sharp said earnings per share will be in 32¢-34¢
range, vs. 19¢ in last year's quarter.

"Sales for the month exceeded our expectations," Sharp
said, predicting increased revenues and tighter expense
controls "will more than offset an increase in promotional
activity during the quarter." Company opened 18
superstores in quarter (one of which replaced former
electronics-only outlet), giving it 213 superstores, 7
electronics stores and 39 Impulse mall electronics stores.

Best Buy said sales for 4 weeks ended Nov. 28 soared
114% to $188 million, with comparable-store revenues up
36%. Sales gained 105% to $474 million in 3rd quarter, with
comparable stores up 30%. Through first 3 quarters of Best
Buy's fiscal year, sales were up 71% to $1.01 billion and
comparable stores up 21%. That was first time Best Buy had
exceeded $1 billion mark in retail sales. Company
acknowledged that 3rd quarter contained "a high level of
promotional activity due to the opening of 31 stores." It now
has 110 stores in 14 states.

Meanwhile, Detroit Free Press reported last week that
Best Buy is seeking store locations in Detroit area, with
developer in suburban Southfield having applied for local
approval to tear down hotel and replace it with
23,000-sq.-ft. Best Buy store and 20,000-sq.-ft. OfficeMax
outlet. Best Buy Regional Sales Vp Wade Fenn is quoted as
saying "it looks fairly encouraging as far as available sites"
for Best Buy around Detroit are concerned. Fenn said
company is "not banking on" failure of troubled Highland
Superstores to survive, though acknowledging it "would give
us more alternatives -- not only available sites, but also
releasing some exclusivity deals." No time frame was
specified for entry into market.

Audio/Video Affiliates said Nov. sales gained 13.9%
to $25.4 million, with comparable-store revenues up 2.4%.
For first 11 months of 1992, total sales were up 14.6% to
$159.4 million and comparable stores were 4.5% ahead of
last year's pace.

Company last week reported financial results for 3rd
quarter ended Oct. 31, with Chmn. Stuart Rose crediting
improved expense control for 85% net income increase on
19% sales gain. Sales in quarter rose to $48.5 million from
$40.8 million last year; net income soared to $$316,000 (5¢
per share) from $171,000 (3¢).

For first 3 quarters, company's net income rose 46% to
$1.1 million (17¢) from $784,0001 (12¢) and sales 13.7% to
$139.3 million from $122.5 million. "We have had a good
performance during the first 10 months of the year, and are
optimistic about the holiday selling season,” Rose said. At
end of Nov., company operated 106 stores, up from 98 year
earlier.

—_—

Sharp expects to sell 50,000 LCD Viewcam
camcorders in Japan this year, despite fact that they
weren't introduced until end of Oct. Japanese news report
said Viewecam has resulted in tripling number of dealers
handling Sharp camcorders.
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SHARP TO MAKE 16:9 HERE: Sharp plans to produce
"16:9 widescreen TVs at the rate of about 10,000 a year at
Sharp Manufacturing Co. of America starting in mid-Sept.
1993," parent Sharp Corp. in Japan announced. Sharp said
details will be revealed at Winter Consumer Electronics
Show next month in Las Vegas.

Statement was issued in response to article in Nikkei
and English-language Nikkei Weekly reporting that company
would manufacture widescreen sets at its Memphis plant.
Nikkei referred to 32" sets, which in U.S. nomenclature
would be 30W" size (about equivalent in height to 25"
standard-ratio set).

In Oct., we quoted Sharp Pres. Haruo Tsuji as saying
company would offer widescreen sets in U.S. next year and
other officials as saying company would produce either 30W"
or 34W" sets in Memphis (TVD Oct 26 p13).

In Japan, JVC last week announced its 4th widescreen
set for domestic market —— 30W" model without MUSE
converter, to list at about $3,000. Monthly production of
3,000 is planned. Optional converter permits viewing of
HDTYV picture in normal NTSC resolution. Company
introduced 26W" set last Sept.

'SUPERFLAT' BECOMES 'GAOO': Bowing to ruling by
National Advertising Review Board (NARB) in case involving
computer monitors, Panasonic has decided to drop
"SuperFlat" designation for its reduced eurvature tubes and
revert to term used in Japan since introduction of new tube
configuration —- "Gaoo."

Gaoo translates loosely from Japanese as "king of
pictures," and it's understood parent Matsushita would prefer
to use same tradename worldwide -~ just as Sony changed
U.S. name of its personal stereo from "Soundabout" to
conform with Japanese designation of "Walkman," which
quickly achieved worldwide currency.

Gaoo name won't be featured prominently in ads but
will be included in some of them. Ruling on complaint by
Zenith last fall in case involving NEC computer monitors,
NARB said it was misleading to advertise tubes as "flat"
when they have some curvature in faceplate (TVD Oct 26
p15). Zenith sells Flat Tension Mask (FTM) computer
monitor, whose faceplate actually is flat.

D " S—

Memtek will field line of 9 Memorex-brand clock
radios scheduled for delivery in spring. Company said
models will be $15-$170, top unit featuring built-in CD
player. Lower priced ($40 list) model has "instant weather"
button for receiving National Weather Service band.
Memtek Mktg. Mgr. Dave Williams described introductions
as "2nd phase in our expansion strategy" following earlier
debut of audio electronics under Memorex brand. He said
company would continue to pursue growth by introdueing
increasing number of goods through larger distribution
network aimed at "self-service" retailers.

New Sanyo subsidiary in Osaka will oversee sales of
car stereo products and other automotive electronics. Sanyo
Car Electronics will employ 80 at start and is projecting
sales of about $160 million annually after 2 years.

New catalog of all standards, specs and other
publications of EIA and its affiliates, listing more than 1,000
items, is available free from Global Engineering Documents,
800-854-7179.
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CHINESE TUBE MASKS TO U.S.: Joint Japanese-Chinese
venture will build plant in Shanghai to produce color tube
shadow masks for picture tube plants in China as well as for
export to Toshiba picture tube plants in U.S. and Thailand,
Toshiba announced.

Toshiba and Mitsui each will own 17.5%, and Shanghai
Novel Color Picture Tube Corp. will own 65% of new
Shanghai Yinshi Electronics, capitalized at $21 million.
Company is scheduled to start production in April, using
technology from Toshiba. Announcement said new company
will manufacture shadow masks for 21" and 25" tubes
(overall diagonal measurement), which would be 20" and 23"
in U.S. viewable diagonal (V) measurement.

Plant will make 5 million masks monthly, of which half
will be shipped to Shanghai Novel, other half to Toshiba's 2
overseas tube plants. Toshiba's color tube plant in
Horseheads, N.Y., makes 20" tubes among variety of sizes
through 35", currently procures shadow masks domestically.
The 23" (25" overall) tube isn't a U.S. size. Officials at
Toshiba's U.S. tube plant said last week they had no
information on China venture.

Toshiba announced it produced its 150-millionth color
tube in Japan last month. Including production in its U.S.
and Thailand plants, total stands at more than 160 million.
Toshiba claims to be world's largest supplier of color picture
tubes, with annual production of 13.2 million —— 9.6 million
in 2 plants in Japan and 3.6 million in U.S. and Thailand -~
accounting for 10% of world market.

Philips still claims title of world's largest producer of
color tubes, with estimate of more than 15 million produced
worldwide. In 1991 annual report, Thomson Consuiner
Electronics described itself as "No. 2 worldwide" in medium
and large-size color tubes, producing 8.6 million annually. In
addition to plants in U.S. and Italy, TCE's plant in Warsaw
has annual capacity of 2 million smaller tubes.

g

European consumer electronics (CE) retailers can
view U.S. retailing scene as portent of their own futures,
Best Buy Senior Mktg. Vp Terry Strom told recent
conference in London. "The overwhelming trend of
consolidation among CE retail outlets in the U.S. may
foreshadow the fate of European retailers over the next 5
years," he said at meeting sponsored by BIS Strategic
Decisions. BIS consultant David Mercer cautioned that if
European unification "pushes Europe even halfway towards a
U.S.-type environment, independent dealers and even
established [specialty chains] will have to look towards
one-stop shopping superstores as the future of electronics
retailing."

Portable LCD projector will be marketed under
Philips brand name by Marantz in Japan in mid-Dec.
Carrying list price of about $635, it's designed to project 4"
to 70" pictures on wall or screen. It uses single 0.7" active
matrix LCD of 100,000 pixels, weighs 3 Ib., measures
6.6x5.5x2.8". It has built-in sound system and speaker, video
and audio inputs. Company says it plans sales of 10,000
annually for home and corporate use. No plans for export
were given.

Reorganization of Philips Semiconductors (PS) will
phase out U.S. subsidiary Signetics, shifting its operations to
3 organizations that report directly to PS in Netherlands —-
N. American Regional Sales Organization (RSO), Standard IC
Business Group, Application-Specific Business Group. RSOs
also have been established for Europe, Japan/Korea,
Southeast Asia.
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GO-VIDEO IN BLACK FOR QUARTER: Go-Video eked
out $21,000 profit on $6.1 million in sales in first quarter
ended Oct. 31. In last year's quarter, company had $3.6
million in sales, losing $483,000. Pres. Robert Palko said
profit was limited by costs associated with acquisition of
new credit line (TVD Oct 26 p16); without those costs,
profit would have been close to $100,000, he said. Chmn.
Terren Dunlap said: "Sharp upward sales trend is being
matched by improving gross margins, which at 18% in the
first quarter are double the 9% rate in the same period last
year."

TDK reported consolidated net income fell 23.9% to
$85 million as sales dipped 2.1% to $2.24 billion in 6 months
ended Sept. 30. Company said sales in electronic materials
and components, which account for 2/3 of revenues, were off
5.3% to $1.54 billion as "orders for components used in audio
and video equipment weakened significantly," although it
achieved gains in semiconductors and magnetic heads for
hard disc drives. Recording media sales rose 5.7% to $700.7
million on "strong demand for floppy dises" and
better-than-expected sales in conventional tape products
driven by "a combination of effective marketing and
products that matched consumer needs." Company said
"outlook through the end of fiscal 1993 remains sluggish."

Atari posted 15.1% gain in net income even though
sales fell 29.9% in 3rd quarter ended Oct. 3. Company
blamed drop primarily on "continuing economic softness
coupled with intense competitive pressure on the company's
computer and videogame products." For first 3 quarters,
Atari lost $51.7 million (vs. $28.1 million profit in
year-earlier period) as sales fell 37.1%. Profit in 1991
period was more than accounted for by sale of
manufacturing facility in Taiwan.

B&0O CUTS BACK IN EUROPE: Bang & Olufsen (B&O)
announced in Denmark it will reduce work force by 400
employes in austerity move aimed at making company
profitable before current fiscal year ends May 31.

Financial Times reported that latest measures by Danish
parent company will reduce costs about $26 million annually,
noting that main objective of cuts is to reorganize European
sales operation by reducing total number of employes, but
increasing number engaged in active selling. B&O America
Pres. Dean Miller said sales in Europe are handled by 9 or 10
direct subsidiaries plus independent sales agents, resulting in
significant duplication in services and jobs.

European news reports said 80 of 400 jobs being
eliminated in latest round of cuts would be from subsidiaries
operating abroad, but Miller said U.S. operations won't be
affected. He said he welcomed cuts as benefiting company
overall, noting that B&O management had been promising to
"trim the fat" in European operations for some time.

Financial Times said parent expects to report loss of
about $8 million in first half ended Nov. 30 and forecasts
undetermined loss for full year ending in spring. Miller said
U.S. subsidiary trimmed its losses 80% in year ended last
May 31 from year earlier and expects to be profitable in
current fiscal year ending in May.

——

Japan's electronic parts manufacturers have been
declared eligible for employment adjustment subsidies by
Labor Ministry, and audio-video manufacturers are expected
to apply for eligibility by end of month through EIAJ. After
industry has been designated for subsidies, individual
companies may request help when employment drops 5%
(TVD Sept 21 pl17).
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WORLD TAPE FORECAST: Worldwide sales of 1/2"
videocassettes and andiocassettes will rise only 1% in 1993,
according to forecast by Magnetic Media Industries Assn. of
Japan (MMIAJ). In 1992, videotape demand rose 2%,
audiotape 1%.

Fastest growing of magnetic media is camcorder
cassette category, encompassing 8mimn and VHS-C cassettes
(not included in videocassette tabulation). On top of 14%
growth in 1992, MMIAJ expects further 13% increase next
year. Floppy disc growth is predicted to rise 11% in 1993
after 15% gain in 1992. Blank videocassette sales in U.S.
(excluding duplicator sales) are seen declining 1% to 350
million in 1993 after 1% dip this year.

Japanese production of videotape and audiotape is
expected to decline for 2nd consecutive year, MMIAJ
predicting output of 663 million videocassettes (including
duplicator sales), down 3% from projected 681 million in
1992, which was down 12% from 1991. Audiotape production
is forecast to be unchanged next year at 1.54 billion, with
floppy discs (including software) up 11% to 1.96 billion.

Here are forecasts for 1993 and 1992 projections in millions
of units:

1/2" VIDEOTAPE (T-120 equivalents)

1993 Forecast 1992 Projection

Units % Chg. Units & Chg.
North America. 350 -1 354 -1
Japan..cccececsse 226 -2 231 - 2
EC nations.... 330 + 3 322 + 5
Oothers....eee. 168 + 6 158 + 7
TOTAL:sss oo 1,074 + 1 1,064 + 2

CAMCORDER VIDEOCASSETTES (8mm and VHS-C)

North America. 46 +17 39 +23
JapaBN.ececocsese 44 + 7 41 (o]
EC nations.... 48 +16 42 +22
Others...ceee. ) +20 8 +25
TOTAL:ossosses 147 +13 130 +14

AUDIO TAPE (C-60 equivalents)

North America. 418 +1 414 + 2
Japan...ccceeee 385 - 2 392 - 3
EC nations.... 449 + 1 443 + 1
others........ 668 + 2 655 + 2
TOTAL:eooseee 1,920 +1 1,904 +1
FLOPPY DISCS
North America. 1,563 + 6 1,478 + 8
Japaneecsececses 429 +13 380 +14
EC nations.... 992 + 9 908 +19
Others........ 346 +11 312 +15
TOTAL¢cosooss 3,330 + 8 3,078 +12
 ——

Consumer LCD TV display is being developed by
Hosiden, based on 6.7" active matrix model it's selling to
Boeing as cockpit display in new B-777 airliner. Display,
which boasts 170° viewing angle, will be shipped to Boeing
starting in mid-1993, Dempa reported.

China produced more than 20.5 million TV sets in
1992's first 9 months, State Statistical Bureau reported.
Some 9.56 million were color, 10.95 million monochrome.
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STEREO TV PASSES 40%: More than 40% of direct-view
color sets sold in 1992's first 10 months had stereo sound
capability ~-- first time that percentage has been exceeded
on cumulative year-to-date basis in any year, according to
EIA figures.

In Jan.-Oct., record total of 6,686,888 sets sold to
dealers had stereo, representing 40.2% of 16,643,752 total
color sets sold. In same 1991 period, nearly one million
fewer stereo sets were sold -- 5,750,337 (37.7% of total
sales of 15,238,336).0 Cumulative stereo color TV sales were
up 16.3% in year's first 10 months, period when direct-view
color sales were up 9.2% from preceding year.

In Oct., stereo was feature of 922,595 sets —— 43.4% of
2,123,743 sold in month. Both stereo number and percentage
are 3rd highest ever for any month. In Oct. 1991, stereo sets
totaled 741,905, 14.7% of 1,775,356 color sets sold to
dealers. Oct. 1992 stereo color set total was 24.4% higher
than in Oct. 1991, month when direct-view color sales rose
19.6%.

EIA's figures on stereo in color TV sets exclude
projection TV (vast majority of which are stereo) and
TV/VCR combinations (sizable majority of which are
believed to be mono-only).

SN S

VCR deck sales to dealers surpassed 1991's 53-week
total in 46th week of 1992, with year-to-date sales soaring
to 10,737,460, compared with 10,718,336 last year. As we
have noted, it's apparent that industry is headed toward
record VCR year, exceeding 12,005,415 sold in 1986. Sales,
which have been running ahead of last year all along, are
surging late in year, with weekly records set in 5 of last 6
weeks, and all-time weekly record of 565,585 sold in last
week of Oct. Meanwhile, 3rd week in Nov. was record
direct-view color TV volume week, with 750,478 color TVs
and combos sold to dealers.

In one of first actions toward better consumer
electronics and cable interface under new Cable Act, EIA
last week filed petition in FCC's proposed rulemaking on
cable home wiring. Citing precedent in telephone industry
deregulation, EIA proposed permitting consumers to own or
lease their own in-home wiring, ending cable system's
exclusive ownership at "point of entry to the customer's
premises.”" EIA said policy "will lay the foundation for
competition in the provision of cabling services, facilitate
consumer choice among competitive video delivery media
and encourage further growth in home automation
capabilities" through such systems as EIA-developed CEBus.

Sega reported sellout of first shipment of 35,000 CD
players "within 48 hours" at retail outlets nationwide. Total
includes more than 6,000 customers of Software Etc. retail
chain who had preordered system. Meanwhile, Amstrad said
it will ship MegaPC -- standard 386SX PC that also can
accept software for Sega MegaDrive (known in U.S. as
Genesis). Unit, which will sell for about $1,500, will be
available in U.K. before end of year, Amstrad said. Machine
has sliding front panel that lets user switch from PC mode to
Sega mode and back without logging off computer. It
originally was announced for Sept. introduction (TVD July 27
pl15).

Consumer LCD TV display is being developed by
Hosiden, based on 6.7" active matrix model it's selling to
Boeing as cockpit display in new B-777 airliner. Display,
which boasts 170° viewing angle, will be shipped to Boeing
starting in mid-1993, Dempa reported.
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Consumer Electronics Personals

Thomas Steckbeck takes early retirement Jan. 2 as
senior vp, Toshiba America Consumer Products, "in a
well-planned transition;" duties will be assumed by Pres.
Hitoshl Ohashi until successor is named... Frank Reiter
retires Feb. 1 as national accounts sales vp, Philips
Consumer Electronics... Clayton Yeutter, ex-U.S. Trade
Representative and Agriculture Secy., elected to Texas
Instruments board... Masao Morita, 38-year-old son of
Sony Chmn. Aklo Morita, promoted to senior gen. mgr.,
Sony Audio Components Group in Japan; he previously
served as gen. mgr., Sony Strategic Planning Div... Don
Dunn, who has covered consumer electronics during his 25
years at Business Week as marketing, media and ad editor
and editor of its Personal Business Dept., leaves Dec. 31 to
accompany his wife to Harare, Zimbabwe, where she will
head office of U.N. Population Fund on 2-year assignment.

John Loose, exec. vp, Corning Information Display
Group (IDG) and former CEO, Corning Asahi Video Products

Co. (picture tube glass) and Corning International vp, on Jan.

1 becomes chmn.-CEO, Corning Vitro Corp., joint consumer
products operation of Corning and Vitro S.A.; Pamela
Schnelder, Corning Asahi chief financial officer, joins
Corning Vitro as vp-chief financial officer; IDG will report
directly to Corning Pres. Roger Ackerman; Schneider's
successor at Corning Asahi will be named later... James
Dykes leaves as pres. of Signetics as Philips restructures

N. Ameriecan integrated cireuit operations Jan. 1.

Changes at JBL Consumer Products in Product Planning
Group: Ara Gharapetian, who last year joined JBL as
product mgr. after 8-year stint with Alpine, promoted to
mgr.-product planning; Dan Siefert, 8-year Harman
International veteran, joins as product mgr.-specialty
products, including Synthesis home theater systems and
"wide range of future products"; Brian Schultz, product
mgr.-~Harman Speaker Mfg. subsidiary, assumes same post
for JBL home speakers; Carter Smith moves to product
mgr.—car audio from product planning post at Harman
Kardon.

Henry Ruggeri promoted to Alpine car audio mktg.
services mgr... Appointments at Soundstream Technologies:
Larry Harrison, ex-Kenwood and Yamaha, joins as national
sales mgr.-car audio; Mark Spinella, ex-AudioControl,
named mktg. mgr... Donald Patrican, Polaroid, elected
ITA vp and member of Exec. Committee. Elected to
one-year terms on ITA board: Joseph Colosi, Du Pont;
Frank Goodchild, Swire Magnetics; Mark Mitravich,
Hoechst Diafoil; Ram Reddi Nomula, Disc Mfg. Inc.;
Terry O'Kelly, BASF; Isidore Philosophe, Cinram;

William Robson, Eastman Kodak; Scott Sanderule, Dow
Plastics; Ken Wiedeman, Sony Recording Media; Roy
Zemanovich, ICl Films.

.—.—

Philips cut price of CD-I player in Japan last week.
Previously, about $1,130 including one software title (valued
at about $72.50), player is being sold now at $930 without
software but with coupon for Photo CD disc.

OBITUARY

Yutaka Otoshi, 76, chmn. of TDK, died of cardiac
arrest Nov. 25 in Tokyo. Otoshi, who became TDK pres. in
1983, is credited for much of TDK's expansion in 1980s,
including establishment of tape factory in U.S. Information
on survivors wasn't available at our deadline.

DECEMBER 7, 1992

MECA CITES CONSUMER PROFIT: Matsushita Electric
Corp. of America (MECA) "maintained profitability in
consumer products” this year and increased sales in
information, communication and industrial products, Chmn.
Akira (Andy) Imura told press in N.Y. last week. He said
company's combined sales in fiscal year ending March 31
now are projected at more than $6 billion, based on 6%
increase over last fiscal year when total sales were given as
record $5.8 billion (TVD May 18 p14).

Imura cited Matsushita's recent tax deal with IRS based
on new advanced pricing agreement (APA) method (TVD Nov
16 p10) as "a model of how companies and tax authorities
can work together to better cope with the increasing
globalization of business." He noted MECA paid $279 million
in taxes and tariffs last fiscal year, excluding what affiliates
paid.

Imura said MECA exported $160 million in goods from
U.S. last year. He expressed hope "that the new
Administration will avoid the temptation to adopt
protectionist trade policies," noting that "welcoming foreign
investment... has continued to serve America very well
throughout its history."

Stressing MECA's corporate citizenship in U.S., Pres.
Richard Kraft said Matsushita has invested more than $1
billion in establishing sales and manufacturing operations in
N. America and invested $163 million in manufacturing alone
last year. Six of company's plants have surpassed goal of
70% local content, and 30% of company's sales were of U.S.
origin last year, expected to increase to 34% in fiscal 1993,
toward eventual goal of 50%.

Note: Parent Matsushita's annual report for fiscal
1992 shows operating profit for audiovisual equipment and
home appliances of $1.4 billion in year ended Mareh 31,
1992, down from $1.77 billion (both based on 133 yen = $1);
profit of information, communication and industrial products
was $1.37 billion, down from $1.76 billion; profit of
entertainment segment, including MCA for first time, was
$154.9 million.

_.__

Matsushita will sell Sony-made Hi-Vision laserdisc
players in Japan, according to Nikkei, as well as
high-definition dises using MCA movies. Sony plans to begin
marketing of HD-LD player next year at less than million
yen ($8,000). Nikkei said arrangement is Sony's first OEM
sale of complete product to Matsushita.

JVC will enter U.S. cellular phone market early in
1993, according to Japanese report.

It’s Against the Law . . .

- .. to make a copy of this newsletter or of any portion of its content without
our explicit permission. Federal copyright law (17 USC 101 et Seq.) makes
it illegal, punishable with fines up to $100,000 per violation plus attorney's
fees. This means that it is forbidden to reproduce this publication for any
purpose, including internal routing, and by any means, including by FAX or
in the form of a corporate news summary.

Warren Publishing, Inc. frequently has taken action against individuals and
firms that violated our copyright, and we will continue to do so. We request
that subscribers advise their staffs of the law and the financial penalties that
will result from the copying of this publication, which subsists entirely on
subscription revenues. We welcome inquiries about additional subscriptions
and we are prepared to grant authorization for certain occasional reproduc-
tion of portions of this newsletter, but only upon formal request to the
publisher. For additional subscriptions, please contact our Circulation Dept.
at 202-872-9200.
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SUMMARY-INDEX OF WEEK’'S NEWS

Broadcast - Cable

CABLE RATE REGULATION proposed by FCC includes
benchmarks. Refunds or rollbacks pessible. Congress
attacks recent rate boosts. (P. 1)

FCC PROPOSAL SEEN MODERATE on MSO ownership
limits, program access, customer service, antibuythrough,
EEQ. 'The hard part is coming.' (P. 2)

SIKES RESIGNS FCC chmn. post effective Jan. 19, says he
has no future plans. Debunks rumors of employment by MCI
or Sprint. (P. 4)

TRANSITION ETHICS RULES not as tough as expected as
Clinton transition team starts work at FCC. Hill aides
prominent. (P. 5)

TV VIOLENCE STANDARDS set by big 3 networks. Sen.
Simon optimistic on similar cable standards. (P. 6)

MUST-CARRY STANDSTILL order granted by court.
Systems get at least 165 days to begin carriage. Both sides
claim victory. (P. 7)

CAP/ABC GOES SHOPPING, is seeking purchase in $5-$8
billion range. Time Warner wants to sell some
properties. (P. 7)

DILLER BUYS INTO QVC for $25 million, may become
chmn. Liberty-Comcast takeover and HSN merger
delayed. (P. 8)
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Consumer Electronics

NOV. SALES SET RECORDS in both TV and VCRs, putting
industry on record pace in array of video categories through
first 11 months of year. (P. 13)

VIDEO EYEGLASSES scheduled for sale in April by startup
Virtual Vision at under $900. Heads-up display system in
5-o0z. goggles to be shown at CES. (P. 14)

IMPORTS DOMINATED COLOR TV supply in 3rd quarter,
accounting for 52% of sets, up from 45.8% one year earlier,
as Mexican plants increase output. (P. 15)

PIONEER WILL SHOW MULTIMEDIA LD at CES, reportedly
aimed at such applications as interactive movies, electronic
publishing, educational programs. (P. 15)

CIRCUIT CITY NET SOARED 89% in 3rd quarter on 16%
sales gain, improved productivity, better comp store sales.
Harvey Electronics shaves loss. (P. 16)

SONY MINIDISC PORTABLES in hen's-teeth category as
inaugural shipments fall short of goal. More air shipments
promised for last week. (P. 17)

CD-1 FMV CARTRIDGE DELAYED, apparently until spring,
awaiting availability of FMV software. (P. 18)

PHILIPS APPOINTS grocery magnate Pierre Everaert to
management board. Restructuring of industrial products to
cut staff, make selloff easier. (P. 19)

FCC PROPOSES BENCHMARK CABLE RATE REGULATION: Butiressed by strong letter from Congress,
FCC proposed rate regulation plan for cable using "benchmark" rates for basic service, based largely on
characteristics of similar systems around country. Commission made it clear that, even though rate

regulation rules won't be put into effect until April, it still has authority to make certain that recent cable
operators' rate increases in anticipation of cable law going into effect are acceptable, and that refunds or
price rollbacks are possible.

Powerful group of lawmakers sent letter to FCC Chmn. Sikes saying that some cable operators were
attempting to evade Cable Act by raising rates before new rules take effect and claiming that increases are
result of Act. Letter said assertions are false because nothing in the Act requires rate boosts and it gives
FCC and local governments new authority to regulate rates. Letter said Commission has authority to order
rollbacks and "we are writing to you to underscore that the FCC's enforcement of the law must protect
consumers against unreasonable rates."

Letter was signed by Senate Commerce Committee Chmn., Hollings (D-S.C.), Communications
Subcommittee Chmn. Inouye (D-Hawaii), senior Committee Republican Danforth (R-Mo.), House Commerce
Committee Chmn. Dingell (D-Mich.), Telecom Subcommittee Chinn. Markey (D-Mass.). Mass Media Bureau
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Deputy Chief William Johnson, who is responsible for cable law implementation, said that even though FCC
doesn't have rules yet in place, cable operators "shouldn't assume we are incapable of catching hold of the
extra money," particularly if Commission implements cost-based rates. )

Cost-based rate plan was one option proposed by Commission, but not one it preferred. It said it would

prefer "benchmark" system, in which data would be collected from cable systems around country, including
prices of services and characteristics of franchises such as amount of fiber or copper, number of subscribers,
etc. Commission would draw up matrix of system characteristics with per-channel benchmark prices that
would be sent to local govts., which are first line of regulation under Cable Act. Local govts. would compare
prices charged by systems they regulate to national benchmarks to determine whether rates were

reasonable. Staffers said that systems whose rates are outside benchmark could use special cost factors to

justify higher rates.

FCC said factors that could be used to set benchmarks include: (1) Rates charged by systems facing
effective competition. (2) Past regulated rates. (3) Average rates of cable systems. (4) Cost of service
based on typical system; cost allocation and similar rules would have to be applied under this option. (5)
Price caps.

System is like that set up for smallest telephone companies, called "average schedule" companies, which
set their rates based on average industry costs rather than on costs of particular company. Average
schedules are based on some costs, even if not those of companies affected. In case of cable, it's virtually
impossible to construct similar regulatory plan because of lack of data, Comr. Barrett said at meeting Dec.
11. FCC Office of Plans & Policy Chief Robert Pepper said telcos are subject to Uniform System of
Accounts in which costs are allocated to specific categories in same arrangement. There is no similar
requirement for cable companies, some of which report costs at local, some at state, some at national or
regional levels.

Benchmark rates are similar to price caps applied to largest telephone companies, with key exception.
In price caps, Commission starts with assumption that existing prices were reasonable, Common Carrier
Bureau Deputy Chief Kathleen Levitz said. In cable benchmark plan, that isn't assumed and any system that
has rates outside of benchmark could be expected to have to justify those rates to local authorities, she
said. Benchmark also would include formula to control how quickly rates could be raised. Commission also
proposed formula on how benchmark mechanism would be adjusted. Comr. Marshall asked about "zone of
reasonableness" for rates that would be similar to rate bands in price caps that allow prices to be changed by
designated percentages but still be deemed as reasonable.

tice will ask numerou i on several topics, including clarifying FCC's authority in numerous
areas. That's because Commission won't have time to issue further notices to clarify some issues, and wants
some comments on record for each issue that could come up. One will be relationship between FCC
authority and local authority. Commission clearly could come up with rate sheet to be applied by local
govt., but that also could be considered as appellate body if there's disagreement at local level. There's
question whether resolution of issue would move to FCC or to local courts. It's also unclear whether law
preempts local cable operators that have been deregulated under their franchise agreements.

NCTA spokeswoman said FCC took "in general the right overall approach" to rate regulation but "the
devil is in the details." She said Commission clearly is convinced that rate-of-return regulation won't work
and said NCTA will encourage members to cooperate fully with agency "so the FCC has all the information
it needs and understands fully the economic consequences" of rulemaking.

FCC TRIES TO AVOID UNDUE CABLE INTERFERENCE: FCC appeared to signal relatively moderate
approach to implementing 1992 Cable Act in series of rulemakings launched Dec. 11 on cable ownership,
program access, customer service standards, buythrough, EEO. FCC Chmn. Sikes and Comr. Marshall
particularly indicated they don't want rules to intrude too much on market. Full texts of rulemakings
weren't available, but most appear to be primarily questions, rather than tentative conclusions. Decisions
won't be final for months, long after Sikes and probably Marshall leave FCC. Commissioners repeatedly
commended staff for long hours drafting rulemakings, but Sikes said "in some respects the easiest part is
done, the hard part is coming." According to texts released Dec. 11, comments on customer service rule are
due Jan. 11, replies Jan. 26; deadlines for antibuythrough are Jan. 13 and Jan. 28.

FCC has "got to weigh the benefits of limits" on cable system ownership, Marshall said: "The viewer
would not be well served by a simple-minded big-is-bad approach." Sikes agreed, saying market is changing
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rapidly because of Cable Act and advent of new technology such as compression: "I am not disputing that
there are legitimate concerns, but the concern expressed by Congress lags [behind current realityl. I hope
that is taken into consideration in the final rules."

New rule is expected to suggest limiting single MSO ownership to range of 25~-35% of all cable
households, staffers said, although Mass Media Bureau Deputy Chief William Johnson, who's heading
rulemaking process, said figures are "not exclusive." Even 256% ownership limit would appear to have little
impact -- largest MSO, TCI, has interests in cable systems with about 11 million subscribers -- about 17% of
nationwide total. Commission also: (1) Suggested using broadcast definitions of attributable interest and
change of control. Marshall specifically asked for comment on issue, saying broadecast standard "may not be
appropriate" for cable. Johnson acknowledged that issue is "extremely difficult," but said agency wants to
"borrow" from broadcast as much as possible. (2) Indicated it believes there shouldn't be restrictions on MSO
creation of programming. Staffers said Congress merely suggested that Commission consider issue. FCC
asked whether restrictions are needed and whether they would limit MSO ability to finance new cable
networks.

(3) Proposed to use complaint process to handle eross-ownership problems involving SMATV, wireless
cable and satellites and asked whether formal reporting system is needed. It also asked whether current
wireless cable cross-ownership rule can be applied to SMATV and satellites. (4) Called for comments on
reasonable limits on number of cable channels that can carry networks in which MSO has interest and how to
calculate occupancy. (5) Concluded tentatively that antitrafficking section of Cable Act is self-executing,
but sought comments on FCC jurisdiction, what constitutes transfer of ownership, how to implement waiver
authority, what information it should require.

Commission is "still sharpening up its tentative conclusions" on program access, Johnson told reporters,
but Marshall said it's "clear" that agency won't require program providers to sell under identical conditions
to everyone because "some are better negotiators. We're tiptoeing through a minefield." Rulemaking
acknowledged that cost- and volume-related price differentials are justified and asks whether other factors
might justify price differences. FCC asked comment on: (1) What geographic market is relevant for finding
of anticompetitive harm. (2) What constitutes undue MSO influence over programmer. (3) What practices
are "discriminatory." (4) What effect public interest has on determination. (5) What constitutes prima facie
showing of unfair practice. Commission proposed setting up streamlined FCC adjudicatory proceeding for
complaints, triggered only by prima facie showing. (6) What practices regarding taking interest in
programmer in return for carriage should be prohibited and what are appropriate complaint procedures.

It would be difficult to set single standard for customer service, staffers said, so rulemaking asked
whether standards should be based on size of system and include range of standards within which system and
franchiser can negotiate. They said they don't want too-stringent standards to cause rate increases.
Rulemaking asked whether NCTA-agreed standards are acceptable and whether federal standards are
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