CB(1)181/03-04(01)

B4R 8E0R
our ref.: CB1/BC/11/02 CABLE TV

2B Oxcober 2003

Fedine Polly Yeung

Clerk to Bills Commilles
Legislative Council

E Jackson Fopd

Ceniral

Honge Kong

Dear biss Yeuniz,
Broadeasting {Amendment]) Hill Zi43
Thank wou lior vour letter of 9 Chotober.

We say technological measures alone cannol combat unauthorized viewing because
we and other members of the pay TV indostry have experienced their insdequacy. As
early as August 2001, HECTY deployed the technology of “Intrusive Flashing Unit®
{IFL o interfere with the reception of HECTY signals by analoguae ur@nthorsed
decoders. The first verzion IFL was got round in only o few weeks timo. HECTY hacd
to deploy second wversion IFL. Mot surprisingly. this was hacked shortly after
deployment and HECTY had to change the version of IFU again. The repeats of auch
attack and counter-attack cyche ereated a lof of business opportunities for the sellers of
unauthorised decoders. Such business was so lucrative that the el sellers could
even provide their customers with dedicated after-sales service whereby the customers
could have their defunct decoders re-tevred gach time when HKOCTY changed the TFL
al merely dozens of dollars,

Giiven the inadegquacy of [IFU, HKCTY had no allernative but spend hundreds of
millions dollars on digitization. Unforunately, pirete digital devices bocame availabls
in the market 18 months after HECTY had installed i digital encryption system. As
a result, HECTY had to make further investment to disable the illieit digital devices,
We anticipate that such cat-and-mouse game would become endless unless and until
there 18 an effective restraint on the demamnd for swch illicit deviess,
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Crhverseas subscription TV brosdeasters have had the same suffering as ours, as
detailed in the anached paper by Magravislon,

We trust the said experiences of the local and overseas subscription TV broadeasiers
are the best evidence that technology measures alone cannot combatl unauthorized
wiewing.

Taking this epporiunity, we would like (o clarify an issue mentioned by OFTA in the
Bills Committee meeting on 7 October 2003, OFTA said they had confiseated from
their raids decoders which had the same appearance as the genuine boxes of HEOTY,
We would like to underline that each time when we received (mostly from our
subacribera) a report of loss of digital box, we would immediately disable the smart
card of that digital box, thereby remdering that specific digital box useless. If that box
became useful afler it was ransfierred o the peddiers, the only explanation is that the
poddlers had deplowved a pirate smart cand to resuscitale the defunet hox. By law, the
resuscitated box is still unauthornzed despite its appearancs,

Yours sincerely,
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Executive Direcior - Cable Subscriplion Services
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