identification. If existing broadcasters use the existing call sign of their
NTSC channels for their ATV pairs, they will be able to benefit from the name
recognition and good will associated with their present call signs. Use of
the same call sign would facilitate consumers’ transition to ATV by making
clear that the ATV/NTSC channel pairs are associated with the same
broadcaster. We might also add a suffix to each ATV call sign, such as -AT or
-HD, to help the public distinguish between the ATV and NTSC channels of the
pair. Use of the same call signs (with the exception of the ATV suffix) for
the stations controlled by the same broadcaster suggests an identity between
the stations. This approach would thus reinforce our simulcasting policy,
which will at the earliest appropriate point require the transmission of the
same program on both channels. Since it would not require assigning new call
signs, this proposal also would be administratively efficient. For the above
reasons, at the time an ATV construction permit is awarded to an existing
broadcaster, we propose to assign the ATV channel the same call sign as the
NISC channel currently in use, with the addition of an appropriate two-letter
suffix. We seek comment on this proposal and, specifically, on the suffix
that would best identify the ATV channel.

2. Other Spectrum Uses: Reconsideration/Report and Order

31. In its comments, IMCC urges that we modify our regulatory approach
to initial ATV implementation to allow ATV conversion channels that are not
used during our initial application/construction 0Seriod to be allocated for
alternative non-broadcast use by other part:ies.1 We agree with NAB and
MSTV, however, that this approach would be inconsistent with our previous
ruling to o%n such channels to other qualified television broadcast
applicants. 3 on a related matter, Brechner asks that we permit proposed
users of reversion channels that are to be returned by broadcasters (at the
point ?8 conversion) to expedite conversion by helping to finance its
costs. 104 Although we make no decision on whether a marketplace solution of
this nature might eventually be appropriate for ATV, we believe that it is
prematurely raised at this time. We also find that the question of the
appropriate use for the reversion spectrum that we will ro?claim at the time of
full conversion is beyond the scope of this proceeding.1

IV. ALLOTMENT/ASSIGNMENT ISSUES

A. Assignment Methodology: Report and Order
.

102 1McC Comments at 4-5. IMCC also argues for alternative uses for
spectrum reclaimed at the time of conversion. IMCC Comments at 5.°

103 \aB Reply at 8-9; MSIV Reply at iii, 8-9; Second Report/Further
Notice, 7 FCC Red at 3344-45. See also Zenith Reply at 9.

104 Brechner Comments at 4-5.

105 see also discussion infra Section VI.D regarding NTIA’s flexible use
proposal.
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32. Ths ice proposed an ATV assignment
methodology.10®  Under this proposal, at the time the Further Notice proposing
the Final Table of Allotments is issued, broadcasters would have a fixed
period of time to negotiate with each other and submit plans for pairirig NTSC
and ATV channels either nationwide or on a market-by-market basis. Once the
negotiation period ends, channels in markets where negotiations fail to
produce an acceptable pairing plan would be assigned on a first-come, first-
served basis. A“randan'ranking"}f would be used in the case of
simultaneously filed applications. We defer a decision on assignment
methodology until comments on the recently released Secand Further Notice,
Supra, are submitted and we have decided on an allotment methodology.

B. Noncomrercial Reserve: Report and Order

33. The Second Report/Further Notice adopted several special measures
designed to protect vacant noncommercial allotments. For example, we stated
that vacant noncommercial allotments will be used for ATV only where there is
no feasible alternative for assigning an ATV channel to an existing
broadcaster. Vacant noncommercial allotments will be left without an ATV
channel pair only when there is no other practicable way to award an exist%gg

broadcaster an ATV channel, according to the Second Report/Further Notjice.

34, We agree with Public }‘S%evision that, regardless of the assignment
methodology ultimately adopted, we should take an additional measure on
behalf of noncommercial interests: creation of a noncommercial reserve. Such
a reserve will ensure that ATV channels created for vacant NTSC noncommercial
allotments are available only to qualified noncommercial parties. It will
also ensure that n ial entities do not face renewal challenges from
commercial applicants. Should we deciﬁ to assign ATV channels by pairing
them with NTSC channels, as some propose, il we will, as Public Television
requests, create a reserve at that t:i.me.112 Should we adopt another
methodology, such as first-come, first-: , we will reserve noncommercial
channels at the time initial assignments to noncommercial entities are made.

106 as a technical matter, spectrum space is "allocated" to a particular
service. Allocated channels are then "allotted" to specific geographic
areas, and "allotted" channels are then "assigned" to a licensee. Second

‘Report/Further Notice, 7 FOC Red at 3370.

107 second Report /Further Notice, 7 FOC Red at 3349,

108 second Report/Further Notice, 7 FCC Red at 3350.
109 See supra Séction IV.A.

~ 110 pyblic Television Reconsideration at 2, 7-11.

111 pyblic Television Reconsideration at 9-11; Joint Broadcasters
Comments at i-ii, 4-10.

112 pyplic Television Reconsideration at 9-11.
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It is poss;ible,‘ however, that after initial assitjrments are , vacant ATV
allotments which correspond with NTSC noncommercial stations++~ or reserve

- channels will remain unassigned, and more than one channel will be available

which could be assigned to a noncommercial station or vacant allotment. :
Should this occur, we will initiate a general rulemaking to determine Ehi
methodology we should employ for the designation of reserved channels. 14 we
disagree with Public Television that even if first-come, first-served
assigmment is used, we should create a noncﬂg\ercial reserve prior to initial
assignments in a Final Table of Allotments. We re-cognizei %s we have
previously, the unique importance of noncommercial stations. 16 fThe creation
of a spectrum reserve and other measures we have taken reflect that concern.
Nevertheless, the primary purpose of a first-come, first-served approach would
be to give parties able to construct ATV stations expeditiously their
preferred channels. It would contradict this objective to giwve priority to a
reserve for parties that may not came forward to build for sewveral years and

- may not even now exist. In addition, we do not believe that the differences

between the ATV channels allotted will be so significant as to cause a
serious disadvantage to any noncommercial broadcaster who receives a channel
at the end of the assignment process.

V. LOW POWER AND TRANSLATOR SERVICES

A. Secondary Status and Other Issues: Reconsideration

35. The Second Report/Further Notice concluded that it would probably
be necessary for new ATV assignments to displace at least some low-power

television (LPTV) and translator service stations in major markets, al
the impact of displacement would likely be less severe in rural areas. 17 "we

113 mnis might happen under a first-come, first served assignment
approach if an NTSC noncommercial station did not apply among the first
stations in its community and there is more than one ATV allotment that could
conceivably could be paired with that station’s NTSC channel.

114 We thus decline to establish criteria such as Public Television
suggests for setting aside reserve channels at this time. Public Television

.Reconsideration at 12 n.11.

115 public Television Reconsideration at 5,7.

116 second Report/Further Notice, 7 FCC Red at 3350.

117 A low power television station (LPTV) is a broadcast television
facility with secondary service status that is authorized at maximum power
levels lower than those of full-service television stations. Low-power
stations may retransmit the programs of a full-service station and may
originate programming. Translators are low-power stations that do not
originate programming in excess of 30 seconds an hour and that retransmit the
signals of a full-service station. 47 C.F.R. § 74.701 (a), (f). A television
translator may become an IPTV by filing a letter of notification. LPTVs and
translators are governed generally by the same rules. See generally 47 C.F.R.
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found that IPTVs and tr anﬁators, as secondary services, must yield to new
full-power ATV stations.l We found that there is insufficient spectrum to
include 1PTVs and translators in the initial eligibility for an ATV frequency
on either a primary or secondary basis or generally to {Sctor in IPTV
displacement considerations in making ATV assigments.l However, we adopted
several measures designed to help mitigate the effects of displacement, e.d.,
we continued to permit a displaced low power TV station to file for a
noncampetitive replacement channel in the same community, and stated that we
would initiate 'a rulemaking considering certain %cific NTSC interference
protection rule changes that had been requested.

36. On reconsideration, Polar argues that the IPTV industry must be
included in our regulatory approach so that ATV can be introduced as quickly
and efficiently as possible. Polar also asks that the Commission assign LPTV-
occupied channels as ATV channels if and only if there are no other
technically suitable a:.ﬁnnels available for ATV broadcast by e:ustmg full-
service broadcasters. Polar requests that the existing service of LPTV
broadcasters be protected vis-a-vis vacant full-service allotments, vacant
noncommercial allotments, applicants for new NTSC permits filed after
December of 1991, new NTSC or ATV allotments, and, wheiws suitable alternative
ATV channels are available, full-service broadcasters. Polar also seeks a
two-year corrpetition-{fge application period for LPTV after the initial ATV
assignments are made. Polar believes that otherwise, the Commission’s ATV
cbjectives will not be met among the specialized audiences (e.g,, local,
minor:.tyi and isolated rural audiences) served by the low power television
service.

Part 74, Subpart G.

118 gacond Report/Further Notice, 7 FOC Red at 3350-52.

119 second Report/Further Notice, 7 FCC Red at 3351. See also
Second Further Notice, at para. 41; MSTV Reply at 11-12.

120 second Report/Purther Notice, 7 FCC Red at 3352.
121 polar Reconsideration at 6, 13.

122 polar Reconsideration at 13. Skinner, while not petitioning for
reconsideration, takes a similar position in its comments. We include
Skinner’s arguments for the sake of completeness. Skinner also advocates that
those low power television stations with the largest populations served should
be the last displaced. Skinner Comments at 11. We do not believe that this

-is the proper procedural context for revising our low-power television

service rules and policies to make distinctions among displaced low-power
television stations. Cf. Second Report/Further Notice, 7 FCC Rcd at 3351
n.118 (declining to establish displacement preference based on content) .
123 polar Reconsideration at 6.
124 polar Reconsideration at 6.
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37. We agree with MSTV that we should decline to m%gify our policy
ing the secondary status of LPTV as Polar requests. S "We cancur in

Polar’s view that ATV should be implemented as expeditiously as possible. We
reiterate that lgwapower television service has a role in our regulatory
approach to ATV, 26 as we previously stated, however, full-service stations,
by definition, can reach larger audiences than the low power television
service stations. It thus furthers our goals in this proceeding to permit
full-service stations to take priority over the secondary services in the
implementation of ATV, and we do not believe that this policy entails a
conprehen:ﬁve change in the secondary status of low-power television service
stations.l27 As MSTV asserts, continuing low-power television service’s
secondary status, which requires it to yield to full-service stations, is
consistent with our view that ATV is an advance in technology, not a new video
service.148 as MsTV observes, low power television service operators have
been on notice since 1987 that they would be considered sei to ATV and
were subject to displacement by full-service ATV stations. 9 In addition, we
observe that all meetings of the Advisory Committee and its sub-groups are
open to the public. We encourage low~power television issnce interests to
increase their participation in that body’s activities.

38. We also disagree that any other displacement approach than what
Polar proposes would mean the loss of emﬁing service merely to accoammodate
new speculative broadcast authorizations. As stated in the Second
Report/Further Notice, low power television service stations will continue to
be permitted 53 operate until a displacing full-service ATV station is
operational.1 As we have previously stated, and our pending Second Further
Notice bears out, it will be a challenge to provide existing full-service
broadcasters sufficient ATV spectrum to satisfy their needs and the public’s

125 msTv Reply at 13-14. We have already addressed Skinner’s argument

that low power television is not secondary to ATV. Second Report/Further
Notice, 7 FCC Rcd at 3351; Skinner Comments at 5-6.:

126 second Report/Further Notice, 7 FCC Red at 3351.

127 second Report/Further Notice, 7 FCC Red at 3350-52.
128 MSTV Reply at 13-14.

129 MSTV Reply at 12 n. 7. See
e 16 * =BK= X

. xisting lon B jce, RM-5811, Mimeo No. 4074
at 2 n. 4 (released July 17, 1987).

1?0 This would allay the concerns of some parties, see, e.d., Polar
Recox:xs1d§ration 11-12, Skinner Comments at 8-9, that low-power television
service interests are not adequately represented in the Advisory Comittee.

131 polar Reconsideration at 13.

132 second Report/Further Notice, 7 FOC Red at 3352.
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interest in the b and most efficient dissemination of this new
transmission mode. We decline to further constrain the ATV
allotment/assignment process by affording low power television stati?gz
priorities not generally afforded to services with secondary status.

agree with MSTV that large markets will be particularly congested; that in
other markets, low-power television channels may be the ones most likely to
optimize or replicate coverage of existing broadcasters; and that low-power
television channels will be necessary for full-service transition to ATV. We
also believe that, in rural or small markets, substitute LPTV chann?%g are
likely to be available for displaced low-power television stations

concur with the concerns of MSTV and Public Television that Polar’s proposal
would give low power television stations priority over va E 1aoncoumercial
allotments, contrary to our previously articulated policies. 3

39. We also adhere to our decision not to narrow the group of
potentially ready wilﬁgg and able applicants once the initial ellgx.ba.llty
restriction is lifted. We agree with MSTV's view that Polar’s request for
a subsequent two-year LPTV application period would mean a change in low power
television’s secondary status. It would prevent ex:.stmg broadcasters or new
full-service applicants from applying during that time.l38 Low power

133 second Further Notice, at para. 41.

134 skinner argues that the displacement of low power television
broadcasters in congested markets, coupled with our decision not to consider
low power displacement when making allocation decisions, is patentily
unreasonable and inefficient and may amount to a taking of property in
violation of the Fifth Amendment. Skinner at 8-10. We disagree and find that
this argument would effectively circumvent low power television’s secondary
status. Moreover, such regulatory action would not constitute a taking under

the Fifth Amendment. See Loretto v, Teleprompter Manhattan CATV Corp,, 458
U.S. 419 (1982).

135 msTv Opposition at 3.

136 second Report/Further Notice, 7 FCC Red at 3350; MSTV Opposition at
3-4; public Television Opposition at 3-4.

137 second Report/Further Notice, 7 FCC Red at 3344.

138 See generally MSTV Opposition at 2. We also cbserve that service to
specialized groups, which Polar alleges are often the low power television
licensee’s audience, is only one of many criterla we now use in evaluating

-license eligibility. See geperally
Comparative Broadcast Hearinas

, 7 FCC Red 2664, 2664-66 (1992).

We also abserve, in response to Skinner and Island, that Island’s
previous allotment proposal was considered in formulating our draft Allotment
Table. Second Further Notice at para. 42 n. 49; Skinner Comments at 9~10;
Island Comments at 8-9. To the extent that Island or other parties have
additional suggestions, we will consider such suggestions at the time we issue
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television service broadcasters may, of course, apply for ATV channels when
the initial eligibility restriction is lifted. At such point, open
competition will determine who the most qualified parties are. We maintain
our determination not to restrict fqulgsr such competition beyond our three-
year initial eligibility restriction.

B. Low-Power Television Service Conversion: Report and Order

40. The Second Report/Further Notice concluded that low power
television services should be free to broadcast in either the ATV or NTSC
mode. We also proposed to require low-power television service stations to
convert to ATV at thf Same time that full-service broadcast stations are
required to convert. 40 After reviewing the comments on this issue, we now
agree with those v ies who argue that such a requirement would overly burden
low power stﬁ%ons,l many of which are small, commnity-oriented
-enterprises. Such a requirement might, ﬁ Telemundo suggests, ultimately
result in a reduction of program diversity. 3 we agree with Telemundo that
we tentatively should adopt a flexible approach that permits low power
television service broadcasters to convert to ATV in response to local demand.
We accordingly will not mandate at thli time low-power television service
conversion to ATV by a certain date,14

VI. CONVERSION TO ATV
A. Conversion Date: Reconsideration

41. The Second Report/Further Notjce put broadcasters on notice that,
when ATV becomes the prevalent medium, they will be required to convert to ATV
- i.e,, to surrender their reversion channel and cease broadcasting in NTSC.
We also concluded that establishment of a firm date for conversion would keep
administration simple, assure progress toward freeing spectrum on a timely
basis, and give affected parties the benefits of a clearly defined planning
horizon.145” No parties petition for reconsideration of this aspect of our

a proposed Final Table of Allotments.

139 second Report/Further Notice, 7 FCC Red at 3351.

140 second Report/Further Notice, 7 FCC Red at 3351-3352.

141 skinner Comments at 7-8; SBA Comments at 5.

142 Telemuindo Comments at 8.

143 Telemundo Comments at 8.

144 1n 1light of this decision, Polar’s proposal that low-power television

stations be afforded primary status upon mandatory conversion to ATV is moot.
Polar Reconsideration at 13-15.

145 second Report/Further Notice, 7 FCC Red at 3353.
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ruling. In the interest of completeness, however, we consider partles’
comments on this question.

42, while EIA/ATV Committee favors establishment of a single
nationwide conversion date, as opposed to market-by-market conversion, both it
and Sony urge caution in setting a firm date now. Both believe that if 2 date
is announced now, it could disrupt the near-term NTSC receiver market. We
believe, however, that consumers would benefit from knowing now about the
future conversion of broadcast television to ATV. They thus will have the
maximum amount of time to plan their investment deciiig;ns and perform the
necessary adjustments to make the transition to ATV. In addition, we also
agree with Fox and AT&¥ B.hat setting a firm date is the most expeditious way
to achieve conversion. In the interest of avoiding the establishment of a
premature conversion date, however, we intend to periodically review our
conversion deadline before its final impositign. Thus, if particular prcblems
g:ciur, 123 may adjust the deadline accordingly, as we describe more fully

ow.

43, SBA in its comments opposes establishment of a firm date for
conversion. -SBA acknowledges that "stations which have made the investment in
ATV equipment™ should not "tie up" limited spectrum "for an indefinite period
of time." It states, however, that smaller stations cannot afford the initial
investment for converting to ATV and that requiring them to convert at a
definite point in the future would be unfair and unrealistic. SBA fears that
equipment suppliers gsll enjoy an artificial market and lack incentives for

1? ricing.1 We have already expressed some doubts concerning this
Moreover, a station that has not made the investment in ATV
equipment, as SBA posits will be the case for smaller stations, would be more
likely to "tie up" spectrum resource than one who has actually made this
investment. If we extended our conversion period to accammodate stations’

146 ETA/ATV Committee Comments at ii, 6-7; Sony Comments at 49-50.

147 Moreover, establishment of a clear plan now will enable
manufacturers to anticipate any consumer disruption that might occur from
lack of accurate information regarding our policies. They are thus free to
take appropriate steps to inform consumers correctly, to the benefit of both
the consumer electronics industry and the viewing public.

148 pox Camments at 3; AT&T Comments at 1-3.

149 msTV opposes establishing a timetable for conversion, referring to

- equipment manufacturers’ comments arguing that such a schedule is premature.

MSTV Reply at ii, 16, 19-20. MSTV is skeptical, though, of equipment
manufacturers’ objection to a firm conversion deadline, suggesting that they
fear the premature absolescence of the profitable NTSC equipment market. MSTV
Reply at 20-22.

150 spa Comments at 3-4.

L1591 See supra Section III.A and infra Section VI.B.
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individual decisions on when to invest in ATV technology, as SBA suggests, we
would have no guarantee that the conversion channel would be used for any
purpose in any reasonable period of time and no guarantee that the reversion
channel could be reclaimed at any given point. We agree with NTIA, rather,
that a timetable for surrender of reversion s will expedite the freeing
of spectrum of significant value to other users. As NTIA states, existing
broatoasters will probably be awarded most of the available ATV channels. As
a result, they will not face unrestrained competition from new entrants that
would have a strong economic interest in speeding ATV development, thus
pressuring broadcasters to keep pace. We agree with NTIA that a tiuetoble for
AV development acts as a partial surrogate for such campetition and
encourages ’s to meet consumers’ needs in a timely fashion,.153
Nﬁlewatms&clmsm's suggestion that we adopt an approach to ATV

aﬂ%n that pertidts broadcasters to plan their owh conversion
gedﬂos we underscore that, as discussed below, we are building in
several rev:Lews of the ultimate conversion date to preserve flexibility in the
overall conversion process.

B. Conversion Date: Preliminary Decision

44. The mnmm tentatively concluded that we
should establish a date for conversicn that is 15 years from the date that
adoption of an ATV ﬁgtem or a final Table of ATV Allotments is effective,
vhithever 1§ %atar Fox, Zenith and ATT believe that this is an adequate
tmeframe, and we agree with this sesessment as a liminarymttér It
appears, as AT&T suggests, that this period will allow equipment

acturers, broadcastéis and consumers sufficient %gn to aceept conversion
without significant market disruption or uncertainty. For the reasons
elaborated below, we disagree with Joint Broadcasters gﬂd MSTV that there is
insufficient evidence to support this 15-year period.l

45, Available studies suggest that in 15 years stations will have

152 NII& Comments at 11. Specifically, NTIA proposes the use of pri.vate
market transactions and campetitive bidding to pemmit the reclaimed spectrum
to be allocated and assigned to users who can derive the greatest value fram
that resource. NTIA Camments at iii, 18~19. A decision on the allocation of
spectrum t& be reclaimed is beyond the scope of this proceeding.

163 NTIA Comments at 11.

154 SBA Comments at 4.

-ice, 7 FCC Rcd at 3353-54.
156 gFox Comments at 3; Zénith Camments at 2; AT&T Comments at 2-3.
157 AT¢T Comments at 2-3.

o 158 Joint Broadcasters Comments at 19-20 & n. 14; MSTV Reply at ii, 16-
19.
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implemented ATV to a degree justifying reclamation of their reversion channel.
The longest typical period estimated by ISWP2 for station grplementatlm of
pass-through capability is slightly more than 3.5 years An additional
11.5 years for a station to implement whatever ATV studio production
capability it deems messaxy before requiring surrender of the NISC frequency
is not unreasonable. This is so particularly if, as assumed in studies to
date, equipment costs decline as a result of production scale and learning
curve econanies, and if economies result from the development of
interchang?%?le ATV/NTSC equipment capable of replacing used NTSC -

equipment.

46. The CBS Study considers station introduction ?E ATV beyond pass-
through capability and on to full studio implementation. As the Darby
Report indicates, the (BS study projects industry inpl%rgentatlon of full
studio production capability within five to 14 years, period reasonably

159 1swp2 projects the start to on-air time for a station constructing
an ATV facility as ranging from a minimum of 16.5 months to a typical time of
25.5 months if a new tower is not required, and from a minimum of 22.5 months
to a typical time of 42.5 months if a new tower is required. ISWP2 Fifth
Interim Report at 9. "Start to on-air time" runs from the time the stations
begins the implementation process to the station’s going on the air with
programming. Id.

160 e impose no requirement regarding production standards or the ‘
timing of studio and production equipment conversion. See infra Section VI. F.

161 See generally Darby Report at iv, 13, 16 (depending on assumptions
of available cost studies regarding declines in equipment prices and
suggesting that other economies may result should "fungible™ ATV/NTSC
equipment develop); CBS Study at 11-12, 15-16.

Moreover, PSWP5 has estimated that, assuming our previously
articulated five-year application/construction period, in five years 150
stations will be equipped to the point of pass~through and local commercial
insertion capability, serving 76 million TV households, or 83 percent of the
total. PSWP5 1992 Study at 17.

162 cBs study at 6-7. The PBS Study considers the costs of such
conversion without any assumptions or projections regarding the timing of such
implementation.

163 parby Report at 12. Both the Darby Report and Joint Broadcasters
are critical of the CBS Study and/or our use of it. The Darby Report states
that the CBS Study "hypothesizes that the largest 30 stations will begin
construction immediately after the necessary regulatory standards are defined
and regulatory clearances are achieved, while the 640 or so smaller stations
in GROUP 6 [the last group] begin five years later." Darby Report at 12. It
also states that the CBS Study "assumes, without any explanation or analysis"
that industry implementation will occur in 5-14 years. Darby Report at 12.
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within our 15-year conversion deadline, although we are not mandating any

particular ATV studio or production capability. Moreover, according to a ~
PSWP5 preliminary report, since the CBS Study was published, a number of

interim options have been investigated which may result in a 30 percent

reduction in implementation costs projected in Ehe study, and thus may

encourage more rapid broadcast irr11:>lementat-_.ion.1 4 15WP2 also reports that

there will be a sufficient quantity of prggranming available to implement ATV

during the transition period and beyond.1

47. With respect to projections of ATV receiver penetration, a 1992

We disagree that the CBS study lacks explanation or analysis. The
CBS Study, which, as we have noted was a preliminary one, developed
"transition scenarios®™ upon which it based the "transition schedule" alluded
to in the Second Report/Further Notice, 7 FCC Red at 3354 & n.156. CBS Study,
supra at 5, 17. CBS is an active participant in the ATV Advisory Committee
process, the CBS Study was made part of the Advisory Committee’s Fourth
Interim Report, and the assumptions underlying the transition scenarios it
projected in 1990 are rational and informed. The CBS Study’s premises
include, for example, that stations in the larger markets will implement ATV
first, "not unlike the introduction of color televisiocn;" that stations in
larger markets will complete the transition in a shorter time than smaller
market stations, "again ... similar to the introduction of color;" and that
the labor cost of transition is 20 per cent of the investment in capital
equipment. CBS Study at 5. It is true as Darby suggests that CBS assumes
lower power requirements for ATV than for NTSC and that this assumption is
still being verified. Darby Report at 13. Nevertheless, projections to date
are that average ATV power is likely to be lower than for NISC. FCC Advisory
Committee on Advanced Television Service, Implementation Subcommittee Working
Party 2 on Transition Scenarios, Summary of Responses to Questions for
Proponents at 11 (Aug. 24, 1992) (ISWP2 Summary of Proponent Responses) .

‘ We agree with Joint Broadcasters in so far as they suggest that the
CBS Study’s preliminary analyses are more properly characterized as
projections than findings. Joint Broadcasters Comments at 19-20 n. 14. In
fact, any study of future schedules for ATV implementation would result in
conclusions more properly characterized as projections rather than findings.
We clarify that this is our understanding of the import of the CBS Study as
cited in the Second Report/Further Notice, 7 FCC Red at 3354 n. 156.
Regardless of the terminology employed to describe them, however, such
studies, where they are conducted by experts and based on rational and
informed assumptions, constitute an acceptable source of data upon which to
. base regulatory guidelines for ATV implementation. See generally Telocator

i , 691 F. 2d 525 (D.C. Cir. 1982) (reviewing court

will not require complete factual support where agency’s ultimate conclusions
necessarily rest on judgment and prediction). Such data will be verified or
modified based on actual experience as the ATV transition unfolds.

164 pswp5 1992 Study at 16.
165 1s5wp2 Software Survey at 1.
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PSWP5 preliminary study has developed f°'f£ curves, based on high and low
perceived value and high and low prices. 6 The mean values of these
projections suggest a six percent penetration five years from the time that we
select a transmission standard and adopt a Table of ATV Allotments, and a 37
percent penetration in year ten. PSWP5 also stated, however, that because
five percent of the present TV set market is comprised of large screen sets
and because this segment is growing and expected to convert quickly to ATV
displays, the penetration rate may be closer to the optimistic projection
(high perceived value with low price). This projection ca%ls for an eight
percent penetration in five years, and 56 percent in ten.167 should this
optimistic projection hold true, it is not unreasonable to require ATV
conversion in year 15. This is particularly so if factors such as forward
pricing strategies on the pﬁg of manufacturers, not considered in the
projection, came into play. The availability of suitable programming, as
reported by ISWPZ, should also attr%gt consumers to buy ATV receivers and
thereby help increase pernet:ration.1

48, We recognize that, based on a study conducted four years ago, Darby
projects only 25 percent penetration 15 years after an ATV standard is

166 whigh perceived value" refers to market perception of ATV equal to
the incremental value the market affords color TV over monochrome TV, while
"low perceived value" ascribes a value to ATV in the eyes of the consumer of
about one third that accorded color TV. PSWP5 has projected four curves, one
based on high perceived value and high prices of receivers, a second on high
perceived value and low prices, a third on low perceived value and high
prices, and a fourth on low perceived value and low prices. PSWP5 1992 Study
at iii, 3-4, Figure 2. When full primetime programming in color was achieved
in 1966, and market penetration of color sets took off, the retail price of a
color TV set represented 14.7 percent of the average per capita income. The
equivalent 1992 price for a similar percentage investment would be $3,700,
according to PSWP5. From 1966 to 1970, market penetration for color rose from
9 percent to 34 percent, according to PSWP5. PSWP5 1992 Study at 4.

167 pswps 1992 Study at iv-v. See also Results of 1992 International
Summer CES On-Site Consumer Surveys (July 26, 1992) (published by PSWPS) (based
on 963 exit survey responses from a total consumer attendance of 98,720,
conservative analysis is that 8 percent would purchase ATV sets in five years,
corresponding to 8 percent penetration in year five, the projection for high
perceived value and low price).

168 we also cbserve that PSWPS’s figures do not consider that

- manufacturers may adopt "forward pricing strategies" in order to seed the
market more rapidly and increase penetration. PSWP5 1992 Study at v. We
understand the texm "forward pricing" to refer to possible manufacturer
pricing of ATV receivers lower than would normally be the practice based on
costs at that initial stage of ATV development. Such "forward pricing" would
be more closely aligned to what prices would be at a later stage, after
economies of scale had occurred, hence the term "forward pricing”.

169 1sWp2 Software Survey at 1,
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selected, rising to 50 percent three years later.l70 This underlying study,
however, was completed prior to the beginning of system testing and the
gathering of data on actual system performance, prior to substantial Advisory
Committee input on the characteristics of the transition to ATV, and prior to
the establishment of any regulatory framework for this transition 1
Nonetheless, should it appear at the time of our periodic reviews 71 that the
Darby projections are accurate, we will not hesitate to adjust our timetable
as appropriate. Our regulatory framework must of course provide for the
possibility, as Darby suggests, that ATV c?;%geivably may not be as successful
as other consumer electronics innovations. Our provision for periodic
reviews will enable us to address this circumstance should it arise.

49. Based on the record thus far developed, we expect that the prices
of ATV receivers by the end of the 15-year conversion period should be fairly
comparable to NTSC set prices. Manufacturers estimate the prices of initial
ATV receiverf %o range from 50 to 300 percent higher than their NTSC
equivalents.l?3 wWe thus agree with MSTV that projecti;iﬁns of initial ATV
receiver prices are high relative to NTSC receivers. However, projections
are that such prices will decline. For example, PSWP5 projects that in year
ten, for a 50-inch display the high estimate of price will be $2,000 and the
low estimate $900, while the high estij’gate‘ in that year for a 25-inch display
is $1,100 and the low estimate $450. Again, should the market fail to
develop so that such ATV receivers are likely to be affordable by most
households by year 15, we can make the appropriate modification at our

170 parby Report at vi, 29-31, Appendix C at 33-34. Darby’s 1988 study
based its penetration scenario on a composite of the growth patterns of
several consumer product lines. Darby Report, Appendix C at 14-16.

171 See jinfra Section VI.C.
172 Darby Report at 31.

173 zenith Comments at 2-3 (50 to 100 percent more); EIA/ATV Committee
Comments at ii, 8 (100 to 300 percent more).

174 MSTV Reply at 18-19.

175 pswp5 1992 Study at Tables IV, V. PSWPS projects initial prices of
ATV receivers with a 50-inch display at a high estimate of $5,000 and at a low
of $2,800. It projects initial prices for a 25-inch display, first available
four years after a standard is selected an an ATV Allotment Table adopted, at

~a high estimate of $2,700 and at low estimate of $1,300. PSWP5 1992 Study at

Tables IV, V. 2Zenith projects that a market for 25 to 27 inch sets,
comprising 25 percent of today’s market, would develop after an initial large
screen rollout, followed in a few years by smaller size 19-20 inch sets, now
comprising 45 percent of receiver sales. Zenith Comments at 3-4. See infra
Section VI.C for discussion of 13-inch and smaller set market. EIA/ATV
Comittee estimates that by year 15, ATV receiver prices could drop to 20 to
50 percent above NTSC receivers of comparable size. EIA/ATV Committee
Comments at 8.
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periodic reviews. In this connection, it is our expectation that cable and
other alternative media will contribute to the programming mix offered to ATV
viewers, thereby spurring ATV penetration and exerting a downward preﬁ\gxe on
the cost of ATV receivers by making ATV more attractive to consumers. In
addition, manufacturers and proponents estimate that the cost of consumer
downconvert?ﬁ could drop to the $200 range by about the time of

conversion. Because the cost and availability of converters will
significantly influence the implementation of ATV technology, we will also
evaluate those factors during our periodic reviews of the conversion date.

50. We also believe that our conversion period will give consumers
adequate time to realize the full value of their existing NTSC investment.
Zenith, for example, states that purchasers of new television sets expect to
get seven to 10 years of use fram them, so that the majority of those
purchasing NTSC receivers prior to introd:ix%ion of ATV will cbtain
satisfactory use of their NTSC equipment. Joint Broadcasters agree that 15
years will permit full use of NTSC consumer investment purchased prior to
introduction of ATV. However, they argue that we fail to fgnsider the number
of NTSC receivers purchased after the introduction of ATV. 9 We note that
ATV broadcasting could be intro%ged as early as the third year of the
application/construction period and that, at the end of a five-year period,
as many as 76 million TV households could be receiving ATV service over the

176 Sony believes that consumers will only invest in ATV receivers if
more than one delivery media, e,g,, cable, DBS, VCRs, is also available on
them. Sony Comments at 37. In this regard, PSWPS projects that it is
possible that ATV cable service may be inaugurated in some major metropolitan
areas shortly after selection of a terrestrial transmission standard and when
display units are available. PSWP5 1992 Study at 9. PBut see Darby Report at
38 (variety of constraints on the incentive and ability of cable industry to
implement ATV capability). PSWPS also believes that DBS households will help
increase ATV penetration. PSWPS 1992 Study at 13. See glso Darby Report at
42 (ATV may provide marketing tool for DBS to differentiate its service from
cable) .

177 Zenith Comments at 2,5 (projecting initial prices at about $500,
falling by half over time); EIA/ATV Committee Comments at 8-9 (initial
downconverters may cost $500 to $1,500 or more, falling to $100 or $300 after
15 years); AT&T Comments at 4 (cost of downconverters could fall to $200 by
the end of the 15-year conversion period). GI states that the electronics
cost of downconversion, while not insignificant, will not be major compared to
other parts of an ATV receiver. GI Comments at 6-7.

178 zenith Comments at 2.
179 Joint Broadcasters Comments at 20.

180 1swp2 Fifth Interim Report at 9-10 (using "typical" times; less
conservative "minimm" times are even shorter).
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air.18l We note that NTSC receivers purchased during that period would still
"live out" consumer expectations of a seven-to-ten-year life span before
conversion at the 15-year mark. Furthermore, based on these assumptions, we
believe it reasonable to expect that a large number of consumers will be aware
relatively early in the transition period of the regulatory framework
governing ATV. In addition, it is possible, as Sony suggests, that non-
broadcast uses of NTSC will cgn%inue to give value to consumer NTSC equipment
even after conversion to ATV.18

51. Contrary to the views of several parties,183 professional
equipment suppliers or their representatives estimate that costs for
transmitting equipment and antennas will be fairly comparable to NTsc.184
EIA/ATV Committee believes that ATV transmitters will be available about one
year after approval of an ATV standard, t they will cost about 10
percent more than their NTSC counterparts. 85 1swp2 projects that, with
appropriate planning on the part of broadcasters sufficient numbers of
transmitters and antennas should be available.l 6 EIA/ATV Committee states
that the CBS and PBS studies on co%; of studio conversion are now being
refined by the Advisory Committee. There are estimates that a full ATV
capability (transmission, studio and production) installed over a five-to-nine
year period will cost less than $12 million for a station in ons of the top
ten markets and about half that for the very smallest station.l88 Net
investment may be even less, depending on the interchangeability of ATV and

181 pswp5 1992 Study at 17.
182 gsony Comments at 46-48.
183 Joint Broadcasters Comments at 19; SBA Camments at 3-4.

184 ETA/ATV Committee Comments at 9. Micro, an antenna manufacturer,
states in its comments that a type of antenna that it has been supplying to
the international market in quantities of 3,000 to 5,000 a year, an “"all band
antenna," could accommodate NTSC and ATV signals at the same time. Micro
states that there should be no problem in meeting the industry’s antenna
requirements. Micro Comments at 1-2.

185 g1a/ATV Committee Comments at 9. We recognize, as Darby suggests
that a complete assessment of the costs of transmission has yet to be ‘
performed. Darby Report at 6. See supra note 46.

186 1SWP2 Transmitter and Antenna Manufacturer Survey at 1, 6.
187 EIA/ATV Committee Camments at 10.
. ?88 Darby Report at 19. Darby states that the cost for a network
affiliate to upgrade plant to permit network pass through is likely to be
about $1.5 million for a large station and about half that for the very

sxpal]‘.est, assuming that the latter is permitted to implement ATV at a
significantly later date. Darby Report at 19.
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_ NTSC equipment and the timing of the retiring of NTSC equipment.l89 we are

not, however, mandating that b ers convert studio and production
capacity to ATV by any deadline. Moreover, given these projections,
broadcasters desiring to have an ATV studio and production facility in place
by the-tims of conversion will have the full 15-year period to equip such a
facility.191

52. On the basis of the foregoing and as MSTV suggests,192 we cannot
accept IMCC! 8 3pv:mition that 15 years is too long a period of time for
conversion,l We have already stated that we will permit the voluntary
surrender of an NTSC channel prior to conversion by a broadcaster awarded a
corresponding ATV channel on a case-by-case basis, considering in particular
whether ATV receiver penetration in the affected commnity demonstrates that
consumers w%ll not be prematurely deprived of the use of their NTSC
receivers.l?4 We thus have already provided for prompt recapture of spectrum
in those cases where the ATV transition occurs ahead of our projected
schedule.

C. Periodic Reviews: Preliminary Decision

53. We believe that a 15-year conversion period is reasonably
supported by the data now available, and we adopt this period as a preliminary
matter. We recognize, however, that the data upon which we rely consists
largely of projections that are subject to change as more information
regarding ATV is obtained. For example, as Sony observes, we do not yet know
whether a direct view display technology that ﬁg be cost-effectively mass
produced will be developed in the near future. We also are determined to
avoid making an inflexible decision that may be overtaken by future

189\ Darby Report at 19.

190 as explained suypra Section III, broadcasters are only required to
transmit programming in the ATV format. They may continue to broadcast
upconverted NTSC programming, for example.

191 aAs parby states, the financial burden of ATV investment may be
lessened by spreading out associated expenditures. Darby Report at 25. Our
refraining from requiring any mandatory level of ATV production capacity by
the conversion date permits stations to spread out the considerable costs of
studio and production conversion as the market dictates. As stated above,’
broadcasters need only be transmitting an ATV signal, which may be largely
satisfied by pass-through capability, to meet our six-year

application/construction deadline. See supra Section III.

192 MsTV Reply at 9-10.

193 1Mmoc Comments at 5.

194 second Report/Further Notice, 7 FOC Red at 3344.
195 Sony Comments at 28-29.
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events.19¢ We thus adopt a schedule of periodi¢ reviews of our conversion
deadline. Doing s0 will also enable us to address any special issufs that may
arise concerning the very small (13-J.nch and under) receiver ksté

issues relating to consumer investment in second NTSC receivers.

54. Most commenters agree with our proposal to review, at the close of
the applica Béon/construction period, the propriety of any conversion date we
establish.l While we tentatively had established 1998 as this date, this
date has now become 1999 with the preliminary modifications we make herein to
our application/construction period. Commenters recognize, as do we, that
our preliminary scheduling of a conversion date is on our best
projections of the progress of ATV implementation.?Z A 1999 review will
better allow us to determine whether the informed but necessarily preliminary
judgments ws make now comport with marketplace developments as the process
continues.2Vl  Although we do not believe that 1999 is too soon to make an
interim assessment of the suitability our 15-year conversion date, we do agree
with NTIA’s recommendation that we seek additional periodic information
updates and review ATV progress to adjust, if necessary, the timetable

196 Joint Broadcasters Comments at 20; MSTV Reply at 14, 16, 20. Sony
Comments at 11, 30-31 (because of the wide range of factors that may impact
consumer behavior, including consumer perception of the difference between ATV
and NTSC, availability of ATV programming, and diversity of ATV delivery
media, it is not yet possible to define precisely the likely ATV transition
scenario) .

197 Sony Comments at 46, 53-54 (suggesting possible problems with
portable small-screen receiver conversion, as small-screen sets may not
realize the full benefits of the advanced technology and, being often put to
portable use, must be fed over-the-air). Byt cf. Zenith Comments at 3-4
(rollout of 19-20 inch ATV sets expected after market for large screen and 25-
to-27-inch sets develops) .

\

198 Specifically, we are concerned with protecting consumer investment
in second or third NTSC sets after a primary ATV set is purchased. Possible
solutions include equipping NTSC sets with downconverters or equipping an ATV
set with a downconverter and an external downconverting feed for "neighboring"
NTSC receivers. See geperally Sony Comments at 39-40. We expect the nature
and extent of this prablem to become clear as the conversion process moves’
forward, and we wish to retain the flexibility to take appropriate action.

199 j0int Broadcaster Comments at iii, 20; Fox Comments at 3, 8; Zenith
. Comments at 4; EIA/ATV Comnittee Comments at ii, 7. .

200 See, e.d., Zenith Comments at 4 (suggesting that ATV implementation
conceivably may not proceed as swiftly as we now envision).

201 See, e,9., Fox Comments at 8.
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adcupvt:ed.zo2 We also agree with NTIA that we should establish these reviews
prior to key points, such as the imposition of the 100 percent simul &gq
requirement and the final deadline for returning one simulcast channel. We
accordingly adopt the following schedule for periodic review of information
relating to the conversion deadline:

1. 1999, at the close of the application/construction period.2°4

2. 2002, prior 58 implementation of the 100 percent simulcast
rement .

3. 2008, prior to full conversion to ATV. 206

We believe that these reviews will permit us to monitor the p. r%gess of ATV
implementation and to make any necessary adjustments promptly. We also
agree with AT&T that the conversion schedule should not be mod%%ed without a
substantial showing that the change is in the public intere :

202 NTIA Comments at ii, 4, 14. Cf. Sony Comments at 54-55 (arguing for
reviews later in time than 1998, keyed to penetration rates); AT&T Reply at 1
(implementation schedule can be adopted, if necessary, at an appropriate mid-
point in the development of ATV in light of actual experience).

203 NTIA Comments at ii, 4, 14.

204 we will also review our temporary suspension of the dual network
rule at this time. See supra Section IIC.

205 at the 1999 and 2002 reviews, we will also review our regulatory
approach to simulcasting. See infra Section VII.A.

206 we will also review our policy regarding suspension of the dual
network rule at these times.

207 Sony recommends a review at one percent penetration, and again at ten
per cent, stressing that this will clearly identify the rate of "take off" of
ATV and permit the more sensible prediction of an ATV conversion date. Sony
Comments at 54-55. We believe that the dates we establish adequately satisfy
Sony’ s underlying concerns. PSWPS5, for example, under all of its scenarios
(high/low value, high/low pricing) projects achievement of one percent or
greater penetration by year six, the date of our 1999 review, and ten
or greater penetration by year nine, the date of our 2002 review. PSWP5 1992
Study at Figure 2. Darby projects one per cent penetration by 2003, a year in
which we have scheduled a review, and over 10 per cent (in fact, 25 per cent)
penetration by 2008. Darby Report at 29. We also stress that the purpose of

" these reviews is to permit us to make adjustments as necessary. Based on all

relevant factors, including penetration, should we find that we also must
adjust the times for review, we will do so. Beyond the foregoing, we decline
to base the conversion schedule or the review calendar more directly on
receiver penetration levels.

208 arer Comments at 3.
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D. Election: Reconsideration/Report and Order

55. We do not agree with those parties who contend that we should
depart significantly from our overall conversion plan by allowing broadcasters
a virtually :Lnd%sminate period in which to choose whether and when to
convert to AIV. GHI and Brechner, for example, both argue that stations
that have not converted to ATV by the established date should be allowed to
broadcast in NTSC and convert their NTSC channel on a voluntary basis at a
later date. GHI specifically states that licensees should be permitted to
broadcast in NTSC until they are economically able to convert and should
suffer no sanction beyond the requ:.i?aent that they surrender the second
channel at the point of conversion. NTIA, while strongly supporting our
decision to require broadcasters to give up one of their two channel
assignments by a specific deadline, disagrees with our proposal to require
that all broadcasters utilize the remaining channel only for ATV service.
NTIA argues that broadcasters should be allowed to offer either ATV or NTSC
service, and to surrender the corresponding unwanted channel, in a particular
market, at any t%n?, up to and including an "election" deadline which could be
set at 15 years.

56. We reiterate that we are awarding broadcasters interim use of an
additional 6 MHz channel to pemmit a smooth, efficient transition to an
improved technology with as much certainty and as little inconvenience to the
public and the industry as possible. We clarify that, in general,
broadcasters who do not convert to ATV will nevertheless have to cease

209 GHT Reconsideration Comments at 6; Brechner Comments at 5; NTIA
Coments at ii-iii, 4, 15-17.

210 GHI Reconsideration Comments at 6. GHI proposes that an ATV
allotment remain paired with the NTSC channel during the entire 15-year
conversion period to eliminate the risk of applicants going to the trouble and
expense of resolving all their construction problems only to have lost their
ATV assignment.

GHI’s assertions that this Commission may not revoke a license for
failure to convert to a new technology, and that it may not consider the
technical quality of the service provided as an element of renewal expectancy,
are without merit. GHI Reconsideration Comments at 6. Contrary to GHI’s
assertions, this Commission has ample authority to require adherence to the
technical standards it sets for television broadcast. 47 U.S.C. §§ 303(a),
(o), (e), (£), 308, 309, 312 (a). '

211 ynder NTIA’s proposal, broadcasters would be required to give back
one of the two channels at the "election" deadline. NTIA Comments at ii-iii,
4~-5, See also FIT Reply at 2; MSTV Reply at 20-22. Cf. Sony Camments at 31
(ATV service will vie with new multichannel, near video-on-demand, digital
NTSC services for consumer attention and acceptance) .
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broadcasting in NTSC at the final conversion date.?l2 Based on the
projections cited above about the United States television market’s likely
acceptance of ATV over the conversion period, we see no reason to award an
additional 6 MHz of spectrum to broadcasters who do not wish to convert to
ATV, and who do not demonstrate such motivation by constructing an ATV
facility within the required time. We are also concerned that such an
“election" approach in the long run would impede the use of existing NTSC
525 services that the Commission ultimately deems to be in the public
mterest Moreover, all of our existing data indicates that consumer
acceptance of ATV by the point of conversion should be sufficiently widespread
that broadcasting exclusively in ATV will be economically attractive and that
continued broadcasting in NTSC will be economically unattractive. We also
expect that eliminating the need for both ATV and NTSC equipment will prove
more convenient and less confusing to consumers. Moreover, our periodic
reviews will take the extent of consumer acceptance into account before
ratifying the important determination to eliminate NTSC broadcasting.

57. On the other hand, should our periodic reviews demonstrate that the
conversion date should be generally advanced, we will consider accelerating
the deadline during these reviews. In addition, should these reviews show
that it will further the public interest to permit particular broadcasters to
cease broadcasting in NTSC prior to the date set for full conversion, we will
consider doing so.

E. Future Technological Advances: Reconsideration/Further Notice

58. Fox asks that this Cammission remain open to the use of the
conversion channel for digital compression techniques that may be developed in
the future for ATV. Fox gives as an example digital compression of multiple
ATV images on a single 6 MHz channel. Fox believes that should such an
innovation ever be developed, it would place Bﬁadcasters on a more even
footing with their multi-channel competitors.

59. As we have indicated previously in this proceeding, one of our goals
is to ensure that the ATV technical standard is sufficiently flexible to allow
it to incorporate future advances in technology. Such advances could include

212 NrIA asks that we clarify this point. NTIA Comments at 15 n. 25. e
reiterate, of course, that because ATV conversion requires that NTSC
broadcast service cease, we are building in as much flexibility into the
conversion timetable as possible and as would be consistent with our goal of
making the transition prompt, smooth and certain.

213 yrIa proposes that we initiate a rulemaking to determine how best to
create large national or regional blocks of vacant radio spectrum and how to
treat NTSC broadcasters that continue to occupy channels within blocks of
spectrum that may have been la:gely vacated in order to achieve spectrum
efficiency. NTIA Comments at iii, 18. We wish to avoid such significant
implementation hurdles in the first place, however.

214 Fox Comments at 13 n. 5.
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improvements in ATV audio and video techniques, such as those mentioned by
Fox, and interoperability with other video media, such as high resolution
computer displays. We therefore intend to consider authorization of other -
advanced video applications, including future techniques that might provide
for transmission of more than one ATV program service on a single conversion
channel, so long as they are campatible with the ATV system we select. Such a
development would be of potentially great significance to broadcasters’
ability to compete in a multichannel environment. We note that a multi-camera
ATV system might also be used to allow viewers to select from multiple channel
angles or to provide them with interactive applications. We request comment
on the possible operation of such advanced technologies on the ATV conversion
channels.

F. Production Standard: Report and Order

60. Sony advocates that the United States adopt a single production
standard, specifically, the SMPTE 240M-1125/60 production standard and the
SMPTE 260M digital production standard. It cites this standard’s acceptance
as a "mzfgm HDTV production standard -- worldwide -- in multiple market
niches." Sony estimates that use of such a single worldwide standard will
achieve considerable economies, and thal gameras using different single-nation
standards would cost considerably more. 16 ATeT and Zenith disagree. AT&T
argues that the SMPTE 240M and 260M standards are not equally compatible with
all of the ATV proponent systems and asserts, further, that the industry will
need several levels of performance formats, rather than a single standard, to
meet our goals of rQutineness and affordability for conversions among
production formats. Zenith argues that studio equipment manufacturers will
not commit to build equipment until a U.S. transmission stangg.rd is adopted,
making the adoption of a production standard now p::wemature.2

6l. We note, as Sony acknowledges, tha is still in the process
of adopting several ATV production standards. 13 sMPTE is also a member of

215 Sony Comments at i, 5, 12. See also MPAA Comments at 9 (discussion
of the benefits of a worldwide standard).

216 Sony Camments at 23.
217 pTeT Reply at 5-6.
218 zenith Reply at 2-9.

219 praft Proposed SMPTE Standard for Composite Analog Video Signal
Widescreen NTSC T14.39-02/Rev. 5.0 (August 7, 1991) (private committee
document — not for publication); Draft Proposed SMPTE Standard for Television
Signal Parameters 1050/59.94/2:1 and 525/59.94/1:1 Advanced Television
Production Systems, T14.391/Rev. 4.2 (Sept. 6, 1991) (private committee
document -- not for publication); Draft Proposed SMPTE Standard for Television
Signal Parameters 787.5/59.94/1:1 and 1575/59.94/2:1 Advanced Television
Production Systems, T14.392/Rev. 4.1 (Sept. 6, 1991) (private committee
document -- not for publication). See also SMPTE Standard for Television-
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ATSC and has been designated by that organization to deyglop studio/production

technical specifications once an ATV system is adopted. Historically, the
FCC has not set broadcast production standards. We agree with AT&T that we .
should not intervene the industry’s traditional role of formulating
production standards.?¢l such intervention would be particularly unwise in -
this case, where industry standards-setting bodies are actively engaged in and
organized specifically for addressing this question. Accordingly, we are not
proposing to adopt a production standard for broadcast ATV service.

'G. Noncommercial Television Waiver: Reconsideration

62. In its reconsideration petition, Public Television requests waivers
of our conversion policy for applicants proposing to build both NTSC/ATV
facilities in an area unserved by a noncm%al station, if ATV penetration
is insufficient to allow ATV-only operation. We find such a request
premature. We also cbserve that should such cases arise, we can address them
individually or at the time of our periodic reviews.

VII. SIMULCASTING

A. Timetable for 100 Percent Simulcasting: Reconsideration/Preliminary
Decision

63. The Secand Report/Further Naotice concluded that we should require
100 percent simulcasting of the programming on the ATV channel at the
earliest appropriate point. We noted that such a requirement would help
ensure that consumers are not premat deprived of the benefits of existing
television receivers and other devices.?23 We stressed that the ATV channel
is not a permanent grant of two 6-Miz channels to existing broadcastgﬁ, hut
rather is intended to facilitate the transition to full ATV service.

64. We now conclude as a preliminary matter that we should impose a 50
percent similcasting requirement one year after the six-~year
application/construction period ends. We also decide preliminarily to apply a

Signal Parameters -- 1125/60 High-Definition Production System, SMPTE 240M-

1988 (approved Mar. 14, 1988); Proposed SMPTE Standard for Television —

Digital Representation and Bit-Parallel Interface —— 1125/60 High-Definition
Production System, SMPTE 260M (published for comment only): Sony Comments at
5I .

220 arsc Comments, Amnex I at 2-3.

221 prer Reply at 6.

222 public Television Reconsideration at 17-18 n.18.

223 second Report/Further Notice, 7 FOC Red at 3355.

224 second Report/Further Notice, 7 FCC Red at 3355-6.
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100 percent simulcasting requirement two years thereafter, ;._._e_” three years
after the six-year applica&%gn/constructlm period ends and nine years after
ATV inplementation begins However, we will review this schedule both at -
the time of olur initial review of conversion, in 1999, and immediately prior -
to imposition. of 100 percent simulcasting, in 2002. As we stated in the
, at the point that we impose a 100 percent

lcasting requirement (at the nine-year mark) ATV should be established,
a.nd the need to afford broadcasters some flexibility in starting up ATV
operations and to cope with the new technical issues simulcasting will raise,
will have diminished. At the same time, ATV recei ration, and hence
revenues from ATV programming, should be increasing. With the ascension of
ATV service, the need to protect remaining NTSC viewers, provide for a smooth
trans:.tiog 50 ATV, and ensure surrender of -the reversion channel will ‘

27" mposition of 100 percent simulcasting at this juncture- will
protect cons investment in NTSC, while at the time promoting ATV -
mplementatlon 8 and ensuring spectrum efficiency.® We recognize, however,
the concerns of certain parties that our ability to impose simuilcasting and
ultimately to reclaim the reversion channel not be mpeded by broadcaster
reluctance to shift from complete programming flexibility to 580
simulcasting nine years after the ATV implementation begins
believe that to ensure as smooth a transition to full sinulcasti.ng as possible
for both broadcasters and viewers, we should phase még Eh:.s requirement.
Accordingly, we will require 50 percent simulcast 3L in year seven, cne
year after the application/construction period closes. This 50
requirement will continue to offer broadcasters some flexibility, including
the flexibility to cope with technical issues raised by a complete

225 second Report/Purther Notice, 7 FCC Red at 3356-57.

226 second Repopt./Fuxther Notice, 7 FOC Red at 3356, For example, the
PSWP5 1992 Study at iv projects that the mean value 6f four different ‘
penetration scenarios results in 37 percent penetration 10 years after ATV
standard/Allotment Table is effective. We believe that it would be advisable
to impose a conplete simalcasting requirement somewhat prior to such point, '
i.e., — at the nine-year mark.

227 second Report/Further Notice, 7 FCC Red at 3356.
228 ATeT Comments at 4.

229 second Report/Further Notice, 7 FCC Red at 3356. See also NTIA
Comments at 13,

230 See, e,g,, NCTA Comments at 4.

231 as discussed infra Section VII.B, we define similcasting as the
broadcast, on the NTSC channel, of the samemderlymgprogramasbroadcaston
the ATV channel, without also requiring the converse, that programs broadcast
ontheNrSCcharmlbebroadcast on the ATV channel. Wethusrequlre
broadcasters to simulcast 50 percent of each day’s ATV programming on their
NTSC channel at the seven-year mark.
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simalcasting requirement, as they implement full ATV capabilities. It would
also, however, prompt preparation for full conversion by ensuring that
b. do not use the conversion channel to develop a second programming
service. This staggered approach also intensifies the simulcasting
requirerm% 35 ATV implementation progresses, ATV receiver penetration

3 andawrrespondmgneedtoprotectconsm\ermvestmentinmsc

equipment begins to develop.

65. Our approach also will afford broadcasters seven years of initial
flexibility to explore the creative potential of ATV mode ‘and to attract
viewers to ATV, as most commenters argue is needed.234 As NTIA suggests, the
viability of ATV may hinge on consumers’ ability to differentiate ATV from
NTSC programming. Thus, broadcasters and program producers should be afforded
sufficient time and fled.bility to establi%s as a technical matter, a
distinctive ATV format in the marketplace. Such distinction may be
necessary, as Sony suggests, to enable b s to compete with radically
enhanced NTSC services such as video-on—-demand. According to Sony,
consurers will only purchase ATV receivers in the volume necessary to vs 3
significant impact on costs when sufficient ATV programming is available. 3
Thus, initial flexibility may be critical to the rapid development and
ultimate success of ATV, to encourage broadcasters to air programming uniquely
suited to the technical capabilities of the ATV mode. Moreover, as Fox ,
states, broadcasters must be able to attract viewers to their ATV channel, and
thus realize revenues from thgg facility, in order to fund their initial
investment in the technology.

232 second Report./Further Notice, 7 FCC Rod at 3357.

233 gee geperally PSWPS 1992 Study at iv (mean values of four different
curves of ATV market penetration project six percent penetration five years
after the ATV standard/Allotment Table becames effectlve, rising to 37 percent
in year ten).

234 pox Comments at 11-12; EIA/ATV Committee Comments at ii, 10.
235 NTIA Comments at 13.

236 Sony Comments at 7, 34-36. Cf. NAB Reply at 4 (enhanced resolution
may not be sufficient to attract viewers to ATV; program diversity may also be
needed) ; MSTV Reply at 23 (rigid requirements will handicap broadcasters in
cawpeting with cable, WRs and DBS).

237 Sony Camments at 7.

238 pox Comments at 5, 12-13. Although it is true, as NCTA states, gee
NCTA Comments at 12, that the spectrum is provided for broadcasters’ use
without a fee, they nevertheless have committed, through the Advanced
Television Test Center, considerable sums in developmg ATV technology, and
will have to make significant investments to obtain ATV station capability.
We of course expect that other media will participate in the transition to
ATV, and recognize the investment that some of these alternative media have
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66. In any case, initial flexibility also may be necessary from a purely
technical point of view. As MPAA states, some programming produced for NTSC
receivers may not be convertible to ATV, which has a different aspect ratio.
Other'NTSC programming, which may have been on film (in the wide-aspect
required for ATV), may still require technical preparation to be received in
ATV. Conversely, there may be particular difficulties associated with
converting ATV programming (which has a wide, 16:9 aspect ratio) to NTSC
(which has a 4:3 aspect ratio) without distortions. According to MPAA,

programing produced specifically for A'1¥3§eceivers would require considerable

technical adaptation for NTSC reception. Sony argues that broadcasters
must learn new shooting techniques in oxdeﬁ Bo permit downconversion of ATV
progr: to an acceptable NTSC picture.440 In addition, contrary to NCTA's

position, 43l given EIE low penetration rates likely to characterize initial
ATV implementation, it is unlikely that broadcasters will favor ATV ov%
NTSC programming, to the detriment of NTSC viewers without ATV receivers.‘ 3

already made in the development of ATV,

We also do not agree with NCTIA that, if broadcasters are unable to
accomplish the transition to ATV without some relief from complete and
immediate simulcasting, we should open initial eligibility up to others. NCTA
Caments at 13. We have previously found that existing broadcasters are the
group most likely to implement ATV quickly. Secand Report/Further Notice, 7
FOC Red at 3343. Moreover, opening up initial eligibility would make it more
difficult, if not impossible, to phase in a simulcasting requirement and thus
would make the transition to ATV more difficult for viewers.

239 MPAA Comments at 4. MPAA states that the technical changes required
for adaptation of ATV programming for NTSC transmission are similar to the
technical changes necessary now for presentation on NTSC aspect-ratio channels
of programs produced with wide-aspect ratios, as is the case with most
theatrical motion pictures. To eliminate the distortion which such
"downconversion" would cause requires considerable technical preparation,
according to MPAA. MPAA states that conversely same NTSC programming would
not be convertible at all to ATV, while other NTSC programming would require
considerable technical preparation. MPAA Comments at 4.

240 Sony Comments at 42-45,
241 NCTA Comments at 4, 10-12; NCTA Reply at 1-3.
242 gee gupra Section VI.B and infra note 256.

243 See, €.9., NAB Reply at 9. Fox also cbserves that initial ATV
receiver purchasers will likely retain their NTSC sets as well and that all
ATV receivers will prabably alsc be able to receive NTSC signals, so that
early ATV receiver owners will continue to receive both NTSC and ATV. Fox
Camments at 9. See also Zenith Comments at 5; Sony Comments at 48-49; NAB
Reply at 5 (initial ATV receivers likely to be dual (ATV-NTSC) mode). Fox
states that such TV households would be better served by more diverse, as
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