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CABLE TV

30 January 2004

Miss Polly Yeung

Clerk to Bills Committee
Legislative Council

3/F., Citibank Tower

3 Garden Road

Hong Kong

Dear Miss Yeung,
B lcasting (2 i ) Bill 2003

We refer to your letter of 7 January and would like to provide the information

requested in accordance with your paragraph numbering.

(a) Since the other pay TV services are still new to the Hong Kong market, their
pirated viewing problem at this juncture may not be as severe as that of HKCTYV,
However, as far as we understand, the parent company of TV Plus has been
suffering from serious pirated viewing problem in Taiwan despite its adoption of
digital transmission technology for many years.

(b)  Undeniably, analogue television service is more vulnerable to pirated viewing
than digital television service. Nonetheless, it is the experience of HKCTV and
its overseas counterparts that in the absence of effective dissuasive and
proportionate sanctions, digitization alone cannot contain the pirated viewing
problem. For instance, although HKCTV has been carrying out its digital
migration as speedily as possible and changing its digital key every couple of
days, it notices that:

. there are still widespread sales of unauthorized digital decoders at Apliu
Street. Only in November and December 2003, OFTA seized a large
number of unauthorized decoders at Apliu Street. Of those forwarded to
HKCTV for testing, 23 devices were intended for decoding our digital
service. This contrasts with the Administration's information in its letter to
the Bills Committee of 13 January 2004 that there were only 2 digital
unauthorized devices seized in the year of 2003.
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. there are still widespread promotions and communications on s:gé\u
installation and use of unauthorized digital decoders in the community.

LETV

Recent flyer distributed in estates and "intelligence" exchanged on the
Internet are attached for Members' reference.

. unauthorized digital decoders are offered at an increasingly attractive
price. The retail price in early 2003 was over HK$3000 per decoder. It has
now dropped to HK$1200. In addition, a smart card clone is available as
cheap as HK$150.

. lately, certain unauthorized digital decoders have been programmed with
an "auto-roll" function which is intended for circumventing HKCTV's
periodic changes of its digital key.

The above have arisen notwithstanding the digitisation of our encryption
systems because the demand for unauthorized decoders remains strong. [llegal
manufacturers have therefore every incentive to circumvent our encryption
systems no matter how advanced they may be. To contain the problem,
digitization alone is not enough. There must exist effective dissuasive and
proportionate sanctions against both the demand and the supply for
unauthorized decoders.

(¢) Migration from analogue transmission to digital transmission needs to be carried
out building-by-building and is also dependent on the delivery of set top boxes.
Thus it takes time to complete the process for the whole territory. Despite that
and the hiccups in obtaining additional IBCCDS frequencies for the digital
migration in the first year, HKCTV has moved forward on its own initiatives the
completion of the digital migration by nine months to the 3" quarter of 2004,

(d) Since we have been carrying out our digital migration with all speed, there is
not much that the Government may do at this juncture to expedite the process.
Nonetheless, there remains a lot that the Government may do in curbing pay TV

piracy. For instance, the following shortcomings should be addressed
immediately.

. The law enforcers have not given adequate attention to the problem. The
law against the supply of unauthorized decoders was promulgated as earl
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as July 2000. Yet, no enforcement action was taken until January 2001 MLE I v
only 14 operations were mounted in the following 33 months resulting in
the seizure of only 2400 unauthorized decoders'. Though there have been

seemingly more enforcement actions in the recent months, there remains a

concern that such increase was prompted by the desire of getting the
above bill passed without significant modification, and the enforcement
actions will die down after passage of the bill. Worse still, despite the fact
that most (if not all) unauthorized decoders sold in Hong Kong are
imported from mainland China, no smuggler has ever been arrested at the
border for so many years since the law has existed.

» The Administration has not given the Legco Members full background
information for scrutinizing the bill. For instance:

—  the Administration repeatedly advocates that the European Union
(EU) legal instruments require sanctions to be imposed only on
commercial activities favouring unauthorized reception, not on
unauthorized reception per se. However, it fails to point out to the
Legco Members that it is the policy of the EU to introduce only a
minimum level of legal protection against piracy and to grant
Member States flexibility to extend the scope of prohibitions to
cater to their own needs. The real intent of the EU requirements has
been expressly provided, for example, in paragraph 35 of the
Explanatory Report to the European Convention on the Legal
Access (ETS No.:178) which states that:

"...given that the offences which appear in the Convention are a
minimum, Parties are free to go beyond the list of unlawful
activities mentioned in Article 4 and may decide that other types of
access to a protected service without authorization of the service
provider, for example the use of an illicit device for private
purposes, should be considered unlawful and subject to penal,

t Source: Information paper dated 21 October 2003 from the Commerce, Indusiry and Technology

Bureau (CB(1)131/03-04(01)

Available on http://conventions.coe.int/ Treaty/EN
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administrative or other sanctions." (emphasis added) O\BLE TV

1

- while the Administration repeatedly quoted the Cable and Satellite
Broadcasting Association of Asia and Motion Picture Association as
the indusiry associations supporting the Government's gradual
approach, it has played down the support for imposing criminal
liability upon illicit domestic end-users from many organizations
within and without the industry, including:

all the local free and pay TV licensees
¢+ Hong Kong Kowloon & New Territories Motion Picture
Industry Association Ltd.
Composers and Authors Society of Hong Kong
Magravision SA
Association Européenne pour la Protection des Oeuvres et
services Cryptés (AEPOC)
+ The Law Society of Hong Kong
The Vocational Training Council

HKCTV agrees that a private-public partnership approach is necessary for curbing
pay TV piracy. While the private sector has been making substantial investments and
efforts on the technological protection of its property, the provision and
implementation of an adequate legal protection by the Administration remains to be
seen.

Yours sincerely,

Executive Director - Cable Subscription Services

Encl.
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Excerpts from news group

From: ben To: talk,cablety A
Subject; digital decoder Jan 5 78 2004

2f digital decoder &-HIBGEE]» BB 7 [F¥—B5% 7 ZIR-EEBiskey 7

From: & EREELTFROEERERITE To: tak.cablety | s
: L Jan 5, 2004

Subject: [E{#] NS BT F=FEHT X Code
RS AN, EMERRER, EILEHIRIE
@.@

From: #3EH  To: talkcablety ' & 90
Subject: 2FHEBRF?? Jan 5, 2004

HR R R 7 MEHREERER Y




Excerpts from news group

From: T{A  To: talk.cablety
subject; Re: [E{#] 545 BT F=R5=8Ex A~ Code Jan 5, 2004

FHERE TS R RN

From: ppS8et To: talk.cablemv
Subject: Rei[J{£] 115 B T F=RMIIER Code Jan 5, 2004 -

=5 ".,'n
[ update myself but cannot see. any good suggestion. | am using XSAT cable

t\v'lE‘}]E;B
(latest model)




Excerpts from news group

From: Leo Ma Td: kalk,cablety
Subject; Re: Hibi 8 Jan 2004
AR R T, BLiEae—HERTEMET. FEEE, EHH

From: &8 FERFERTFRoEBEERETE To: tak.cablet
Subject; I+ “ il 9 Jan 2004

HEHFR RSN T 288, RRRFFEHEIE RS, OK




