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m,v �RX. .N. Y. 100!2 

(21:Z) 5'i-40.,6 

It was .a pleasure � .111eet ycu � B.&r::Y J:,apl&n <1gl!,;in :l�t 
Thursday to dis1:un the developll!�u1t of the entel:J:lriile µat we her.e 

pl� tp ineoi,'porau � the N&:i:ianal �.le C�U-ilig Hoµse, Inc. 

At t.'le end cf our meeting, ycu sugge!Jted that 1'.ed Bates & Cc. 
t.ro1.1ld eons.'i,der aia.J<illc; .a re.search grant ·tic .Jllneourage th• development 
of the enter,:,.:::ise .• 

to fa.cil.,iute yQJlr cotu11iderati<::in, this letter describes .our 
bu.sintu objectiv11s .aM 0l.1tllnes briefly .oµ;:- tho1,1gh:t,li regarding the 
development of ow: ente,r;:ir.ise. I relat.e our plan$ hue vith t.'1e 
unders�ding that Ted a.tes & C:c. will 1U.i.nt,a.in th4ill .in c:i,n!i;Sence 
until we el)oose to m&lce them pu.blie • 

. Business Objectives 

At pj;'esent, three setv;i.eea Ar!l requir.ed to f<11.eili1:.&te <11.dvertising 
on ca.!:lle television: the provision .of 1 ) 11.udited sw:,sei;-iber e0m11:s, 
2) ce;::-:ific11.t11s (or affidaviu) of J)C#ol:'llllll'.lee for e<:l!i:mereia.ls, anc
3) rat::.ngs. .(Since all ·th?e are .actually r�red for proper ratings,
let me also designate t:he three res}:>irtetively as 1) pot♦ntia.l aud.ienee
.sizes, 2) c:leariLneu , &ll4 3) H:tJT .leve.ls .a.nd .Shares . l 

We aim � illake poasiple the p;rovision of dl three sia;rviees. 
'l'he fiZ'.s.t will ):>e performed, by th• elearing hell.ii• witjl a sta!f o.f 
au.di�o.rs vho will audit el<bl• syatllllllS, Usin;r .A "blac:k .box� �.at: �e 
h,we de.signed Ahd !IIXP'1et :to PAtent, ec,mputer-bued el•etronic: siqnd 
.collecdon systems ..-,ill provi4e the second .nd thii;-d. 

We plan to pr-ovide the f.irst ,:wo servie11.s ours.elv.es. We vill 
i::er.-::ify ea.l:ile ne�rk s\Jl)seriber counts for network advertisers and 
indiv.idulll sysull'.I counts foZ'. lo .c:.i.l adver-..is•rs. our e0111puteriz!!ld · 
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signd c:ollec:ti.on syst-= "'ill va.rify that comme:t'c:illls ac�a.l,l.v run. 
bu: sy1Stem vi.ll .be highly ec:oncaiical -.nd rapid in res�nse ti:ne. W.e 

expec:t to certify over-the-a.i:r ne1:W0:rk and lo.cal c:c::mmer.e.ials as well 
as .cal:lle c:011;11erc:i,al.s. We antic:ipa� developing a cc:mpt.,tlensive data 

):)a.nk of c:0C:1111e.rc:ials rt.1i). on television vil:hifl tnre• ve.ars. we "'ill 
cOl!lpete vit.h B:r.o.adcut Adve:::tiser Rej:)or1;.S. 

W,i. ':,h ;t'ega.;d t.o the third . servii:e-.r-.t1ngJ1�e pl.a.n _t!:) l.ic:.ens.e 
t:.'le .bQX· .a.nd provide raw a\34,ience . siu da:t,a � N_ielsen �/o.r l\l:bitron 
!Or :the detel;'l:ina.1:ion of program ratings.

The bh,c;k PQX will .c,;,llec:t elec:ttQn$.e sigials-shon bur.sts of 
daµ t.hat television· .c:�rc:i.a.ls and progrU1lll,, vill ca,...-::ry w;.tho1,rt v.ie,..er:s 
ever �ing 4t,tµe of their presence. l'hesca � l:lu.rsts lofil.l identify 
eac:h cpt:ll!lerc:ia.l or progralii together lorith the ne�rlc tor local origina.1:0rl 
and t;i;me o .! telec.ast. (Coneepwa:lly they lo'ill res�le .the Pr?!iuc:t 

. ident.i!ic:ation _codes nQ!.i c&,t;t-ied on supe�Jtet goods.) We should 
.require only �o .suc:h boxe.s tQ 1110nitor all the c�rc:i.a.l.s telecast 
c:iver any given c:ahl• system. With only a few adiiition,a.l _boxes, .ve can 
pr9vide c:cim;:,rehensiVe c:¢veril.ge .for ¢,v•r-the-air TV. At regu,lll:t' 
int!'!r"o/'.11.ls, pve:r telephone lines, the �o vill d� .their dat.a to 
c.ent:al .ec:mputers. Tlle c:QmPute;-s -vill .so,:,: .and c:cnpll:te the data and 
rep¢r: c<:i:!preheitSi ve c�rc::id c:l•µ·ances.

An a.dapt,ion of t;he cbl4d .box '-'ill pe=i:t the c:o.llec:tion cf 
viewersr.ip d4u. W.it:h prog::llills c:.u:;-yinq elec::t,::.o�c identification 
ccde.s, ratings ineters lo'ill no lpnge;r .nllted to identify .!r,e.o;uenc:ies. 
All :they inus:t do is c.ollect identicfic4tion c:odes c::.arri.ed over those 
fre�e:-.c::ies t¢ vlli.c:h :television set.s in Sa:a;:ile households are alrea.dy 
.::uned. 

The ttick .iii tQ persuade advertis.er.s a.'ld progr&ll'l producers t¢ 
i:.plan-:: the c\:)!ies anti x:ie�:c'.ks to ca.;-;-y tji£1. QtJ,r reseuc::h sµgges:ts 
that. one ,i:lr more a'!:;teopts .fa.i.led iJl. the ea.;rly sev.entics to have s!lc.h 
codes c::u-ried .on ,p;-ogr4!11i! a.n.d c::Olil:lllei-ei.als broadcut over-the-air. 

Ol:ivi.oualy we �lil!IVII that where ccxie.s failed ,i:n the sevent.ies, 
t..'ley ·v,ill suc::c::.eed in th,a eigh:ties. We believe t;l'!a:t adva.nc:es in technology 
have lila<;le .ou;- code sys:te::i .fa::t .le .ss cos:tly th.&n ·:tho.sill of the .eu-ly !ievem:i.es.
More il:t;:,orta.nt, with the materia.l ,inc::i-ea:se in eomplui ty 1:.'la:t _caJ::,le anc:I 
the other nev •la.c::tronic media impose, .we suggeiJt that c::Cl!!C:r:e.hensive 
c::.le,,..ran.c::e and r•tings data c:a.n only be gath1ared .ec::onc:xnica).ly throµgh t;l)e
use o.! !iUi::1:1 c:cxies. 
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we have woikecl. ae'l;ively on the C,.eve,Lopment of thes.e se::vic::es 
si.nc::e FJlbr114%Y, 1981 i,ur� tvo .CQU:SU •iJ:1,,1lta.neciu,sly: dev•lo�nt 
.o! th.e .blac::lc b:ox .&,ll.d ide.nutic.a:tion of 111&jor aµdit clients to !11.inilni.ze 
the st�,;.up .costs of the &J.:!il:t s .ei:v,ic::e .• 

In .l.ate ,\;l.ri,l, � c::0111?leted Wti&l design. 9.f tbe blaclc :box .• 
OUr aw'il. rese.a.;-th and �t of <'= ):u&tiltnt at-i;orney .have identified 
elec-q:-on.ics 111.AA!:!.actu,rers with wnc:m - .iu.y wish tc � rega.rd.ing 
c:ross-4c:ensing J.nd ma.;1�ac,:uring. our patent attorn� hu �ressed 
an initi.4l otli:i.ion ;hat � shoul.4 b.e �le eo pb't� a i,at111nt. (We m�e 
no repr,esen�:tii,ns h.ere or el•-here th.at th• Patent !lu,r•au will •c:tu.ally 
awud us • patent or thu a,n-:, patenu we may be ,.w&.rdllKl. will be hdd v.il.lid 
i.! c:haUenged in c:�.) We �c:t eo file the i:i-t•nt ·apJ:illcation in 
July, t913l. With f.in&l c;o-4heacl. .f .rom an at��. we will bui).d .s.ever&l 
prototype bqxes to i!emons1:ra1:e o� systCtlll. We.will then &;,P�!lC:h Nielsen 
and A:.!:litron to .disi::wu lic::11tnsing &greei:ients. 

As )ie have devdoped the b).•c:k �, ·� .have •1.o devel�.d a. 
.!:lusiness pl&I) fo.r iU c:c:zzime�.ia.J. intrc,duc::tion .. OUr objective ia to 
intr.oduc• th• b.ox µtitially in hic;h va..lue apollcations in order to 
achieve positive .c:a,sh flova rapicUy and p•r•uade advertise.rs ·l;O .start 
encoding ca:;marc:i,als u qu,iekly u po••.il>le. We cxpec:t tp •� with new 
prodµct testing appUcu:icn.s. · we will 1110ve as �ift.l.y u pc,uible to t:he 
:i,.onito;ring of c:a.ble and ove;r-the-ai;r c:OGlliHl;reia.ls • P'ltUiat•lY, Ide bleliev.e 
t.hat the me=her.s of tll• Screen Actor$ GuJ.l.d a.nd th,a �.erica:i .Federation 
of Te.levis.i.o.n .and iladio Artists &.re s:uffic:i•ntly concer:ned &l:,oUt ruidu&l.s 
in the nev e1'e.c:tr.onic: �cl..ia ., :;:h&t oµr �• sv•� h su#icient:ly 
econcil::1ical, -.nd that: ;its apJ:ili.c:ations are suffici.n1:ly b:r.oad th.at ene�ing 
will become required ini:iµstry practice &fter the next ro1.1nd Qf SAG li.nd 
AFT.EA cc:>nt.ract .negotiations. 

R.egll,rding th• intro<:iuc:tion of c:,ur audit .se;rv.iee, we h,.ve approached 
inci t.:.a.::.::.y the ;:,ay c:able aervic:e;s: Bl!.b, Shovtime , L"'ld Wii----:,.er-J.mex. Th•s.e 
are t:he Cc:t!l?li.ni•• fo.r whom e-.l:>l• .syste audits have ihe nighest v,1.lue . at 
present., (In fa.et., HBO hu had a.n inte;-n.al staff to audit affiliated 
e.ahlti! systama for svvu:•l Y•.a.r•, J.nd Showtl.JH h;i.red its first inte.rnal 
audi'tors. l.ut yea.r.) We h.ave suggesud J::ha.t it i.s 111Uc:h 111ore econOfllic:•�
for one .c:enua.l aud;/.t service ·to· audit for evcecyone sim.Ultan•Ouslv rather 
.tha.n for eaeh pay .n.etll'Qr.k individually to .aud.it a.f!iliates (111ost of wh.ich 
are ci:xn.i.ng tp cµry several pay networks) a.nd an a,dvemser service to 
11..udi t them, too. 

I h.ave spok•n w,ith the c:hief fina.nc::ia,l. off.ice;:. of all ·wee pay 
.net'lo(Orks .• All thr.ee ,?41;rc:ei ve cle.u ly the ec:oni:mi!l!s o.f a cent:;ralized 

· .se.rvice. l beliav.a tj'ut.t .all ;brae •�et t.h&t they ll)&y c.cxne to use a
centra..l servi.c:e , perh.-ps ·in the near future 1 &,ll.d their doors riamAin open
to u.s, Bi.t for several reuons .• .a.ll a.re reluc:1:a.rtt them:selvu .tQ ini tia. te 
a c:entr .a.l servi,i:e at th.iii J110111ent. A.IN:>ng oth•r thinc;s, <11.ll are loathe to 
accept th.e ris)t that: thei.;- :tlubsc:z-�.r isUtisticis m.ay leak.
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Cl•-.rly 1:.he n�t step is to d.i,.scµs$ 1:.he audit .scervic.e vi1:.h 
adve:rt1Hr,.supporteci cable net'!iOrks .and vi:th potential users of 
ai.:idlted $1J.l:111ctiber statistics such as ;-ourselves. 

out Proposal 

First., - vish to �athu, cc:illpa.te, .and eval.uat• eompreh-.nsive 
cl.au on t.'le subsi:ribe:r �UZlt el� �ren:tly pe.µiq .lll&d.e l,y adv•ttiser­
s.uppor,;ed e-.ble netw9rQ. we a.lso .visb to c:niastion all .re.levant cable 
system OJ)erat9rs reqU'd.ing whi.eh ne.tWQrks ·t;.hev cat;v, hi::l!ol 1:.h� earrv 
them (:ful.l/p&rt-time, tiaz:ed, ate.) , .and .how m.any sµJ:urer�rs can vie1J 
t.'lem. Su,eb ·jln evaluation, .alomt, .shoul.c! provide yoii �nside:r&bl.e 
�dul in!er111&t,ion •. Kore .i;lpQrUnt, - .l:lel.ieve �t tt;orough exain,ination 
of the da:::... i,rill reveal a mult,it'l,Uie .of .d.isc:r�c,ies and inte� 
inconsis�cies. Tne eva.lu.ation .aho!lld de!IIQ�t;rate to c&bl.e ne�rk a.nd 
system oper•tors t:he de¢:•• t.o "1b.1c:h they need our .services... :Ct shoul/1 
help us pr,ice the servi.ce. It llhO!lld suggest .which sys� - shoul.d 
audit first. · 

Seeo.nd, we �s,;: eons-;;ruc:t .s111veral protO� bl•� b.ox•.s., .demons:trate 
t.hei.r fe&.$j,b.ili�, and initi,ata .eonvarsa:i:i.� with Nielse.n .and A.:rb.itron. 

Your s1ippor.: and finanei.al 11.ll.s.istanee in .ait;.her pr both projeet.s
would be ll!c>s:t valuable.. For yo!lr btineUt, Ez.dosure I to tr.is le:tte:: 
outlines :t.he.se � projects .in slightly greater .detail a.nd .est.itna:i:es 
1:..'"ieir .costs. 

Persc:,nnei 

In order ·to ,evalu-.:ee our capacity t.o ac:t,;:!.ev.e our ..busines.s objectiv.es 
.a."ld per::or,:i these propc;,sed projec:ts, you !!\AV wish in:f.ormat.ion regarding 
:::.'le pe::sc;,nnel .associated with our v.en:eure. 

I .-,i.ll 11.SSJ.:IZDf! fuU•tlJlle responsi.bilitv as ?:res.ident .a.nd c:�ef 
exei::u:eive o.f.fic:e:r. Enc:.losure .I:i: pr•••l'lt.a a t:wo P•9• resµine of my 
background. !'our exe«:'1tiv.es or orphssi.ona:.l.s vit;h b,ac:)cgrounds in finance, 
.c:Oll'IJ:)uter P®r,atiot1$, l\l,w, .a.nd �Jq1:eing w.ill eo.nstitut;e .the bal.an,;:e of 
.our .fivt1 p11rs0n .board. E:nc:l.oitu:re III identifies them and Sl.l!tfflll'izes 
their bac:Jcgrollilds brle:fly. All will .serve. in

.
thefr personal c:ap,aei:eies. 

All wi.ll rec:eiv.111 copies of this lett4lr, Their &dd.resiles appear below. 
Plea.se t.eel .free t;,;i eontaet them. · · · · · · · 

I! you vi.sh other re.!erences on .me, I will. be h al:lpv :eo supply t.he:n. 
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Muk G.:tos�, who llill b,e • c4rec:tQr of pu:r e.ntar,:,ri••, v,i.U 
ovenee .our �uter QJ:IG'Ation 'lo$ic:h is a .cen�al iltle1Mnt of our 
hus.iness. ltt. t>f:Mis tlllot: vho is chief f;.,:i.artc:ial officer of RCA 
.iun�r:ica.n COIZllliUn,icatj.on:s <th• .division t:hat �rates �' s satellites) 
ca.n give you info:tll4tion en HAik c;;-,:,il� •• llilXrlcri•nc:e. Cenru.s El.lioe' s 
jlddr:ess .app.eus below. 

If you vi.sh, .I 1ri.ll. .be h,&;:ipy to pµt you J.n toUch !ol'ith our i:iatene 
advisor. 

Y0!lr support il.nd f.ina,nc:ial . .ass.i,sunce � very �z:111.ider:&ble v11,l1.1e 
to us inuc:h l>eyAAd do.ll,a.rs. It c,:,nstj.�tH a .<:.lur man�i;e � request 
info.�tiQn free c:a.bl.e nittworlc a,n4 syst.� operatots. It d4111119nsue.t•s 
d� .!Qr: t:h• JJervices tl:ul.t � proi:,c:iile � p�de. It p.%mits llS to 
cQl!llllenc:e oper1111:ioA!I �d ,� .deve.l,:,p.j.nc; • �c:Ji: record :t.h&t potent:ial 
investors can .evlLluaee .in t:he �tu:re u - :require µi.v.•s�nt capiea.l.. 

We h� �t you v:i'l.l encourag!I 114 � apprQach other adve�sing 
agencies &nd .,;4.sc:uss s.illlilil.r SUJ:lP9rt �ang-.nts vi 1:ll t:nem. The 
broader .Q!Jr l:;ase of •�n, the g;eae.r our: strengµ �11 .be. 

I vill telephone you .in t:he ne.xt few cl&ys tl:l 4ete;mine .h!'J'W you 
1o1ish to proceed. Munwru.le, .� ·l:ha.nlcs ,for yQUr .inte.rest &nd 
.enc:our.ag.�ent. 

.J.chll C:. Hs.rvey 

.J'Oh.se 

,Mr. Barry �lan,. Ted B,u:es & cc.• In.c: .• 

lit, !'ra,nc:J,.s lt. McAlU.stl!r, .Asarco .Inc:., 12/J :arc,adva7, Ne1o1 York, N.Y, 1000s 
lit .. !'.tarlt .Gr.c::>asm.a."l, 12 �alJ,..;'.ngford .Drive, �rinceton, N.J. oss�o 
R. !:>ougl,aa l:icPhet4!!!'.$, Esq •• Oetni:>V, Horris, Lev::.n � Sht:i.in.

40 W!itst 57th Stl:eet, Ne1o1 York, N.Y. 10019 
Ms .• Ellen Marram, S�da.rd .Bra.nd:s, Inc., .625 Mad,ison Avenue, 

N..,,, York, N.¥. 10022 

Mr. Pennis . Elliot, .� Aineric.&n CQmmwiic:ations , 4.00 Colles• Roil.d £,II.st , 
Princei;cn, N.J. 013.540 

Thoma.s J, .Sc:,:,tt, Esq., 5974 .N.c.nh 10th Road, Al;'lington, Va. 22205 
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