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licenses: The time it will take for digital consumer devices to reach significant
penetratlon. however, is a major unknovm

Is .\bo. Sajire's estimate ofa potential value ofS500 biJlion a plausible one, given the
auction process that would be phased in aver a number o/years?

In his March 16, 1995 New xmc Timm essay, William Satire said "Based
only on current uses, which are primitive, the market value of the VHF, UHF,
cellular, broadband and narrowband spectrum ranges around 5120 billion."
Satire also noted that in the future, the mes of the mwof'.aSt spcdrUm will
expancl as will its value, "I"ve seen not-for-attribution estimates that the
market value of the digitim:l spectrum in that 0I1nIIhing en will be - hold
your breath - a half-aillion dollars, give or take a hundred billion."

~estimatesthe~~~~~R~on~is
true in the broadcast nakct today, both in tams of services and mmket forteS.
It is highly unlikely that the capitall18kds can or will'-put forth a half-aillion
dollars on~ are oow speculative services with equally speculative demand.
It is worth noting, however, that sly estimates of dcmmd in the cellular
market were very conservative, with projections of under 1 million subsaibers
by the year 2000. The ClIreI1l subsaibership level 11M grmw to over 2S
million. The value per pop ha also risen dramatically, from SlOin April,
1984 to $242 in JamB'Y, 1995. There is no reason to believe that the new
services offered using digital broadcast technology will not do as well as or
better than this.

Therefore, \Wile we beIicve a public aucti<Il held today would not reach the
5500 billion estimate, it is possible dB pnv.e rtB'ket valuations in the future
might lead to figures closer to Mr. Satire's estimate,

What potenIiIM doa Wlliz.otiorI of the spec.11Vm this additional MGJI have for
clevelopn.. t;1IIW t«:JrmlogIa and industries crtd new eTIfJloyrnent compared to
uJiliZOliolt .... spec.11Vm.for television services?

fslj" g' .job aabm from bI:retoftXe \Dieveloped services and technologies
is a task 1M is more diffiwlt thm predicting the value of spectnm Although
we cannot make tstim-es of job (X' iJK:bIttial wowth with any dearee of
certainty, the Conmission does fully~ the DptiCXl of policies dB
c:nauage the ae&tion of new services and jobs bou&b etlttepaltLl'Ship,
cxponsion of scM"", 1DI eotqJttiti<n@



The Honorable Joseph I. Lieberman
Page 10

Question no.

The pending legislation would permit the additional television use of the spectrum with
no recovery to the government. but does appear to allow the taxpayers to recover
some type ofannual fee or rent based on what the FCC estimates might be its
estimated market value to the extent the spectrum is allocated by broadcasters for
supplemental mn-television services. Aren't there serious problems in the ability of
the government to recover such a fee ifonly estimates ofvalue can be mode and no
actual market auction or other actual mtlI"IrRt distribution system is created? What is
the best It(l}' to enrure that the taxpayers receive the full value ofthe spectrum?

1be best thing for the economy, Di therefore for taxpayers, is to recaptuI'e the
NTSC spectn.Dn by a rapid and sure transition and permit~g to move
to a digital broadcast standard.

Spectrum is a aitica1 and valuable nat1nl rcsourte owned by the public.
While the revenue that WE collected from the PeS auCtims WE an~
benefit for taxpayers, the tmSt~ benefit WE that the spectn.Dn was
assigned to those who demmsaated their willingnrss to invest in utilizing this
scarce resource. lhe result of this efficiatt market-blsed spectn.Dn assignment
approach is that tens of billions of dollars of additional invesaucnt will be
made and close to a million jobs will be aeated as the PeS operators provide
competition in land-line and cenw. telephony, lowering prices and increasing
quality of service.

Moving the broadcast industty to digital tta&nission as quickly as possible is
aitical to our economy boa. it not only will allow • ~ industty to
offer improved services to c.onsumers, tu because it will allow us to free up
large annmts of cootiguom l1Ilionwide spectn.Dn that em spur additional jobs,
investl i l6lt, COIqditim md au::tim revaue. Because the NI'SC analog
m.;..M -vWd and the televisi<Xl receivers that receive this analog sip!
WR .. oped OWl' SO yan 110, a siFificant amourt of spectn.Dn is~
Br I' 2 5 today baYe OVf!1l 400 MHz assiFtd to them, but because of
u••== and mRd fortes, <Xl average only 80 MHz is used per IIBket.
In dlltap ..-bts, .uId 120 MHz is used. Digital broedca!ting will allow
much IDR efficient and iJUnsive IIIC of this spednm Digital stations can be
slotted in between the exisriq NTSC aions wi1b minimal interf'aeuce during
a transition period that would allow for the deYelopiDlD of the services
d5%ibcd above. These digital broadcast slots would be of J.imited value for
other users beov¥ they are not cooti8'JO'B, there would be no COimrm
nationwide channels, and their IIIC would be restricted by the need to avoid
interference with NfSC analog television sets. Whal the transition to digital is
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COIq)Ietcd, however, and the analog NTSC stations are turned ott we will be
abl~ to r:ecover signifi~.~ of contiguous. common channel spectnan
natlon~de: If repacking 15 required (something many broadcasters object to.
but which IS necessary to aeate the maximum amount ofconti~ specttum)
around 150 MHZ of prime spectturn may be recaptUred. The exact art1OlD'1t will
be determined by power, interference, and transmitter location roles. This
specttum can be auctioned off to aeare a new geUti~on of ~less services
with all the attendant mvC\1lntitt, job aeation and competition that results from
efficient spectturn use.

Therefore. speeding the transition to digital television brcedcasting is in the
public interest becaa JSe it will free up a siFifiamt annd of spectturn and
aaIte a whole new ga'lCiation of brcw:bIit and other services.

In speeding this transition to the digital age a major policy goall11lS be to
enue that CODS\DDl:r expense and dislocation is~ 1ba'e are over 34
million television howicb:>l~ that rely 00 over-the-air signals for their
television service. lhese howicb:>l<k IlIJSt either buy a digital television or a
converter box or transition to one of the other video-to-the-home providers
such as cable, DBS. video dial tme,~, <r LMDS. The Commission's
current plan is to allow for a 1S ye. trmsitioo before analog stations would be
required to ccme ttaiSlfiission. It \WUld be in evayone's best interest to
ida1rify ways to speed this transitioo and the Commissioo cum:ntly is
evaluating options to achieve this pl.

The second issue that IlIJSt be Dhssed • IE of the trmsition to digital
broedcasting is what CCDItitutes fair 1I"'hera for broIdaIsters who are
opaating today's analog stations. The v.- majority ofthl:se bnBbstas
bought their stations nI the riIP to lIIe the spedIUm in pivare transactions
mx:re they paid fair II8bt value. 1'hey bouahI thI:se stations with m
c:xpnwgy of rmeWII md ttu it would seem \.Ilfair to ask than to shut dawn
their ..... aicD • some fi&ft _ without poviding than some form of
"0 I 2im." The Commissioo's amD pia is to"~" than with
die ..._ b 1be digitalliame. Some have Sed,~, if this
CW4'II.-im sbJuld be~ <r in-kind with some other spectturn pit

Pending Sa&e lqisl8lim admesscs these questions by poviding -.it
~ a digital~_ license and a*ina than to pay a fee based on
the pcrcan of time they offer subsaiption services. You are COltett that there
are serious problems with this proposal. Any poposal that relies on a fee tied
to use has all the theoretical and adminisIrIaive drawtB:ks of a c.onsuIq]tion
tax. It distorts usc and stifles c.onsuIq]tion Ri it requir15 the FCC to be
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highly active in constantly nmitoring, allocating and auditing the relative uses
of spectrum. This additional oversight would require increased resources at the
FCC and run the risk of miaomanaging a new industry. These problems are
significantly t"f'd1 ICed by using a flat spednDn fee but even this proposal. as
you point M forces the FCC to determine the apptopriate fees for spectrum
without having an appropriate market valuation.

There are many options for addressing these issues and the way in which the
transition from NTSC to ATV is aa:ot11'lished, each of which seeks to meet
different policy objectives. Some of these options 1ft within the Commission's
stalUlCIy authority, but others are oot. The Commission welcomes the
opportunity and flexibility to explore these options fully and to find a solution
that maximizes public and pri\* benefit.

Question Four

As we understand it, brrJodc:afters' legal rights to the spectrum are limited to licenses
for analog broadcaft ofover-the4irfree television services on the portion ofthe
speetnJm they are allocated in the liceme and actually utilize. Do bf'ondcasters have
any legal rights to use ofthe spectrum beyond the limits in their t:II'mrI licenses? Do
they have rights to offer services other thDn the over-lhe-airfree television services
allowed in their licenses, such as the SIfJPIemD*1l services discussed in question 2?

Television broedcast.crs are licensed to povide analog over-the-air television
service on their licensed specuum, bta this service need not be "tree."
Licensees may provide analog television service ext a subsaiption basis,
provided that they~ FCC-appowd eDXJding equip'DItt and notify the
FCC at leEt 30 days in advD=e of the cxxnuena:maJl of subsaiption service.
Televisiext bratdrastcn a;y offer additimal services <Xl the vertical blanking
interval (VBI) in the video pcxUm of their NTSC sipl Rl ext aural
5'b wriIn in tbe lido pcxtiCIl of their NTSC siple~ of such
scm. ill 1be VBI include teIdtxt, piling, ani messages, closed captiooing,
........1in& at bulk dIaa disariblaicn

T_iIiaD bnm. lic:ensccs may also make ute of subc:micrs in the aural
portim of1be siple See 47 USC Sees. 13.665, 13.667, Di 13.669.
Licensees may use subcmicn fer staeo ani, ttalllDissiCll of siplls relating
to the opaamon of TV diom <c.a. relaying~ .-aiaJs to ocher
stations), ttabiuission ofpil« er aDrol sipals to cnbD:e the aion's
program service (~ receiver conttoI, propn alerting or identification), or
subsidiary cornnu1ieations saviocs such as ftmctional nusic <u. background
music in elevata:s), foreign~ propm, radio reading services, utility
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load.~ financial data. paging, and point-t()opoint or point-to­
multIpoInt~.

With the NTSC standard. there is not much capacity left for ancillary services
to be provided With the advent of a digital standard, broadcasters ~ill be
much better able to use the spectrum in an efficient manner and develop
ancillary services to a greater degree.

Question Flve

Are broodcatters able to provide both an antJiog crtd digital signal on thei,. current
spectrum?

Television broadcasters are cum:ntly not permitted to provide a digital video
signal. They provide an analog video signal. but may povide eatain digital
services on the VBI or ani subcarrias. Even if they were permitted to
~ digital "in band" with analog, the cum:nt teehilOlogy only supports
less than I Mbps, with 1-2 Mbps peIhaps possible. As a point ofrefCftnCe,
this capacity is sufficient for only one poor n:solutim video program.

To what extent have the broodcastm mode. 01" will they~. investments to develop
digital television?

The~ netwodcs _ am:ndy ftmdinI the Advmced Television Test
Center where w<Xk <Xl a Digital Hiatt Definitim Televisioo standard is
underway. They have conIributcd about $14 millian in additim to equipmmt
and penomel to this effixt. As axirilUors to the Adviscxy Committee m
Advmced Televisim Serna:, bro8tJeastcrs have been J8t of a major effort
involving over one tbowmd people conducting rcscard1 md advising the
Commissioo 00 the teellUcal al pmlic policy issues conaming advanced
televisim.

81· « S have been \lSq lDXXI4liess=d digital recmling for years
and _ millicms <Xl CUlL\Xcssed digital editing equipment as they
ina 3 • tfJy uppte existina equipDU iom analog to digital both to take
adv1daF of the hip' quality of digital equipnm md to pew-e for a new
advanced televisim staJdII'd.

What additional costs could the br'()odc:O.ften expect to ""* to undertoJrR digital
broadcasting?

The 1992 Adviscxy Committee on Advmced Televisioo Service (ACATS)
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estimIItes of tile~ of conversion from analog to a HDTV digital signal are
between SI.3 to S1.6 million per station for a "start-up" station (no HDTV or
digital local origination capabilities - just pass through of HOlY or digital
signals and conversion of analog to digital). The Advisory Committee has
estimated the cost of a trarisitional studio (allowing some origination of digital
HOlV) at approximately $2.2 million per station. It is relevant to note that the
cost of simply upgrading from analog to digital, f<qoing the High Definition
capabilities, is estimated at only $160,000 less than the full HD1V conversion.
due to the fact that nu:h of the equipmcD, including transmitters, tralSmission
line and antennae, are the same for both standard definition digital and high
definition television. 1ba'e 1R axraGy I,S27 conwuercial and non­
oommcrcial television stations for an tstil'*td indaIiIry total of $1.99 to $2.44
billion for pas-througb facilities or $3.36 billion for trmsitional studios. This
number would be hip for a~ COIMISion of all studio C3lDl:r'E and
equipment, although we do mt have estiJt-=s of those COSIS • this time.
Since these expenses would be ina.In:ed over time across the tnmsition. nu:h
of these expcndinres would be incurred tImugb ncxma1 studio and equipment
upgrades. As mcntiooed earlier, mmy stan, especially those owned by
netWOrks and large gRq) owners, have aIrady begIm to incur these COSIS as
part of their routine upgrade and n:placanent scheG1Ie5. Further, if.wns
are subject to simulcasting requirema1Is, they will also incur the alStS of
powering and maintaining two sets of equipment for some period of time.

Will the current and adtitionaJ 6 MHz ex:p«:t«J to be alloeat«i to • brorrk-afters be
permonent or for a limittld time period to allow for the tI'aI&fitioPI to adtJanced digital
television? If the allocalion is for a limittJd time period. what time period is being
considered and~?

The Uy conlpO"G ofpovidina m eJ!icin and effective CDMrSion to
AItw E.1 TeIevisicm is the~ of the amd NTSC spectrum.
JAI'i 7 Ii by plaminl fix recovery ofauiguom coast~blocks. As
pal 'y SIlled, tis IIUt be dme in a way .. JX'C*ICtS both coosumer and
bIt.1 1 ....... in analog 'IV to the fullest exrcu possible. The current
~~~ to swia. die 6 MHz ofNI'SC spcdIUII1 they
cum:ntly occupy • the end of a IS y.- tnmsitian period, leaving than with a
6 MHz ATV dBm The 1r1nitian period will beain on the hfer of the eRe
an IID'IV standard is set or the dB m a1loUDent of spcdIUII1 for licenses is
adopted. The 1S ye. time ftame WIB ctkJsen in <Xder'to preserve c:onsumer
imesui:c:nt in curred analog equiprtat (the average life of a television today
is approximately 10 ytB'S), to give cmsumcrs a reasonable amount of time to
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up8flldet Di to allow broadcasters sufficient time to raise the capital necessarv
for a full conversion to digital HDlV. The Commission plans to seek .
comment on \\hether, given nlpid advancement in technologies, the tnIIlSition
period should be shortenc:d.

Some interested parties in the Commission's A1V proceeding have questioned
whether the U.S. Suprene Cowt's decision in AsbbDrr Radio Cptp, y, FCC.
326 U.S, 327 (1945), would pennit the Commission to assign an additional 6
MHz channel (to be \L4ied f<r advanced television) to each existing television
broadcaster,S In their view, additional bmedcast spearum stnlld be made
available for application by any interested 1BtY.

After the transition time period e/apfes, will the spectrum be subject to auction?

The recovered spearum should be auctioned.

!5Jn Asb!ykcrr the Coat held _ the Ccmnission may net ... one of two bona fide
mutually exclusive applicatims withota a hlBing on the mr:rits ofboth applicatims. The courts
have not squarely addressed whether this tM>ldina limits the Commission, in determining
eligibility requiremaIls in the conrc:xt of a spcctnm alloc3ion proceeding, from restricting
eligibility to a defined class. The Commission is aJrraJtly studying this issue.
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