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FORM 10-K

(Mark One)

[XI ANNUAL REPORT PURSUANT TO SECTION 13 OR 151dl OF THE SECURITIES
EXCHANGE ACT OF 1934 FOR THE FISCAL YEAR ENDED DECEMBER 31, 1999

OR

[ I TRANSITION REPORT PURSUANT TO SECTION 13 OR 151dl OF THE SECURITIES
EXCHANGE ACT OF 1934

For the ~ransition period from _______ to

Commission file number: 0-26176

ECHOSTAR COMMUNICATIONS CORPORAtION
(£xac~ name of registrant as specified in its charter)

NEVADA
(S:ate or other jurisdiction

of incorporation or- organization

5701 S. SANTA FE
LITTLETON, COLORADO

(Address of principal executive offices)

88-0336997
(I. R. S. Employ!!';

Identification No.), -

80120
(Zip Code)

Registrant's telephone number, including area code: (303) 72"3-1000

Securities registered pursuant to Section 12(b) of the Act: None

Securities registered pursuant to Section 12(g) of the Act: Class A Common
Stock, 50.01 par
value 6 3/4% Series
C Cumulative
Convertible
Preferred Stock

Indicate by check mark whether the Registrant (1) has filed all reports required'
·to be filed by Sec~ion 13 or lS(d) of the Securities Exchange Act of 1934 during
~he preceding 12 months (or for such shorter period that the Registrant was
required to file such reports), and (2) has been subject to such filing
requirements for the past 90 days. Yes [Xl No [ J

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405
of Regulation S-K is not conta~ned herein, and will not be contained. to the
best of Regis:rant's knowledge, :'n defi;;~tive pro:~y or information staterne:1":.s
incorporated by reference in Part III of this Form 10-K or any amendment to this
Form 10-K. [ J

As of March 7, 2000, the aggregate market value of Class A Common Stock
held by non-affiliates· of the Registrant approximated S13.4 billion based upon
the closing price of the Class A Common Stock as reported on the N~sdaq National
Market as ~f the close of business on that date.

As of March 7, 2000, the Registrant's outstanding Cornmon stock
consisted of 114,079,274 shares of Class A Common Stock and 119,217,604 shares FCC000000495
of Class B Common' Stock. eachSO.Ol par value.
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audio services available today. As of December 31. 1999, approximately 13
million United States households subscribed to direct broadcast satellite and
other direct-to-home satelli~e services. Our DBS system presently includes
FCC-allocated CBS licenses., five operational D9S satellites, digital satellite
receivers. two digital broadcast opera:ions centers', custome:- se:-vice
facilities, and other assets used in our operations. We believe that D!SH
Network offers oroarammina oackaaes that have a be~ter "orice-to-value"
relationshio than cacka es currently offered bv most other subscriction
te ev~sion 'oroviders, oarticularly ca Ie TV ocerators. We believe there
continues to be significant unsatisfied demand for high quality, reasonably
pr~ced television programming services.

We started offering s~bscri9tion television services on the DISH
Network in March 1996. As of December 31, 1999, more than 3.4 million households
subscribed to DISH Network programming services. During 1999. more than 1.4
million ne~ new households subscribed to our direct oroadcast satellite
services, an increase of 63~ from 1998. :ur~her. in 1~99, J~D. Power and
Io.sscciates ranked us number one in overall .customer satisfaction in the pay TV
industry and a Consumer Reports customer satisfaction survey rated DISH Network

,highest in the "satellite TV Providers" category.

COMPON~NTS OF A DBS SYSTEM :

In order to provide programming services to DISH Network subscribers,
we ~ave entered into agreements with video, audio and data programmers, who
deliver t'heir programming content to our digital broadcast opera'tions center in
Cheyenne, Wyoming, via commercial satellites, fiber optics or microwave
tra~smissions. We monitor those signals for quality, and can add promotional
messages, public service programming or other information. Equipment at our
digital broadcast operations center then digitizes, compresses, encrypts and
comoines the signal with other necessary data, such as conditional access
information. We then "uplink" or transmit the signals to one of our DBS
satellites where we then broadcast directly to DISH Network subscribers.

2
<?AGE> 5

In order to receive DISH Network programming, a subscriber needs:

o a satellite antenna, which people sometimes refer to as a "dish,"
and related components:

o an integrated receiver/decoder, which people sometim~s refer to as
a "satellite receiver" or "set-top box"; and

o a television set.

Set-top boxes corr~unicate with our a~thori=ationcenter through
telephone lines to report the purchase of pay-per-view movies and other events.

Conditional Access System~ We use conditional access technology to
encrypt the programming so only those who pay can receive the programming. We
use microchips placed on credit card-sized access cards. or "smart cards" to
control acc~ss to authorized programming content. We own 50~ ·of NagraStar LLC, a
joint venture that provides us with smart cards. NagraStar purchases these smart
cards from Nagra Plus SA, a Swiss company that owns the other 50% of NagraStar
LLC. These smart cards, which we ~an update or replace periodically, are a key
element in preserVing the security of our conditional access system. When a
consumer orders' a particular channel, we s,end a message py satellite that
instructs the smart card to perrnitdecryption of the programming for viewing by FCC000000496
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America's Top ItO" TV channels for just$1999amonth.
We'll be3m DISH Network".erogr:unming str:lightfrom our sallilllle to}'Our home, deliveting aglorious
digital-qualily siplQJociie from me big value programming package from as low as $19.99"aIIlOllIh.

~=:~IIO,GIIUIIIIX; IIIOUIlIlIl( 811)lIII11O\'I((IIA. ~oS:L1
PI06IMIII1IlK.~, IIIl1RWII1Dn 1lIII1mIll1lOlll OOE lOIIKl ..~~Ro For subscription infonnallon call: II: TWO R "

1·800·333·DISH txt.m Tht Best Television Comes onaDISH'I ,I, ,".111.."."1.,,.
:==-~:-..:::= ...... I tr:=::.::.IIII.'==--=--:::-.:....-==-~..~::.~-t.:.:-=- FCCOOOOOQ499

Exhibit S

Restricted' Confidential Pursuant to Protective Order -- Outside Counsel Only

FOR PUBLIC INSPECTION

Pagfi'729 eCCOOO656:l



," ExhibitT

FOR PUBLIC INSPECTION

FCCOOOOOOSOO



EXHIBITT

Web page from AT&T's Internet site, <http://www.cable.att.comlcgi-bin/index.fcg>.

This page is accessible .by entering a ZIP code for an area serviced by -AT&T digital

cable (such as 80210).
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AT&T: Services and Prich Page 1 of 1

~lIl'pClrtill~ ()lIt"

CUlIJllllillit,

ATS.:T 'bikes It Persollal.
In addition to providing you the best in
~0~7 entertainment, we respond to your
Individual needs - from programming
choices to community events to billing
questions. So get to know your AT&T
Broadband Representative, and start
enjoying outstanding entertainment
and superior local service.

CO ()i~iral:

AT&T proudly supports Denver area
community activities. Our ongoing
commitment to sponsoring special
events, benefits and outreach

programs keeps
us in touch with
our neighbors'

'.. interests and
. .,;;:' concems,'
r ~JiI' Check this

space regularly for an update of
AT&T-sponsored events in your area.

A & Iglta a e gives you.
the entertainment you crave
- with greater variety,
control, and programming
choices - right through the
cable inc'3
your .~

home. IIflT DIGITAL CABLE
No special digital TV, no
satellite ui ment to bu and
install It couldn't be easier to
get great"entertainment.

AT&T 1II0R BUS".sa· FOA HOMI • ACCDS.ATAT

Exhibit T
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EXHIBITU

Comments of EchoStar Communications Corporation, In re Annual Assessment ofthe

Status ofCompetition. in Markets for the Delivery ofVideo Programming, FCC CS

Docket No. 97·141 (July 23,1997), available on the FCC web site,

<https:/lhaifoss.fcc.gov/prodlecfs/retrieve.cgi?native_or-pdf=pdf&id_document=1878

570001> and

<https:/lhaifoss.fcc.gov/prodlecfs/retrieve.cgi?native_or-pdf=pdf&id_document=1878

570002>.
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Before the
FEDERAL COMMUNICATIONS COMMISSION

Wasbington, D.C. 20554

F-':"~.

;" ..
"- ...'

In the Matter of

Annual Assessment of the
Status of Competition in
Markets for the Delivery
ofVideo Programming

QClCI<Et FILE OOf1't ORIGINAL
)
)
) CS Docket No. 97-141
)
)
)
)
)

COMMENTS OF ECHOSTAR
COMMUNICATIONS CORPORATION

:

David K. Moskowitz
Senior Vice President and General Counsel
EcbfjStar Communications Corporation
90 Inverness Circle East
Englewood, CO 80112

Karen E. Watson
Director Governmental Relations
EcboStar Communications Corporation
1850 M Street, N.W., Suite 1070
Washington, D.C. 20036

July 23, 1997

Philip L. Malet
Pantelis Micbalopoulos
Colleen A. Sechrest
STEPTOE &. JOHNSON LLP

t330 Connecticut Avenue, N.W.
Washington, D.C. 20036
2021429-3000

Its Attorneys
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resource for introduction of viable competition against cable operators; and expand cable

operators' affiliation with programming services to include News Corp.'s programming and

sports rights empire.

EchoStar is a Oirect Broadcast Satellite ("OBS") provider with two operational

satellites at the 119' W.L. orbital location and close to 600,000 subscribers. EchoStar is

virtually the only OBS provider pursuing a pure strategy ofhead-on, direct competition against

cable. However, while OBS service remains the most likely alternative with the realistic
'.

potential of eroding the·cable operators' dominance, EchoStar has been hampered in its efforts to

realize that potential.

I. CABLE OPERATORS POSSESS MARKET POWER IN THE MVPD MARKET

A, EcboStar's Competitive Efforts

Ever since it commenced DBS service in the spring of 1996, EchoStar has viewed

cable subscribers as its primary target market. Accordingly, EchoStar has priced and structured

its offering with the primary purpose of attracting cable subscribers. F'I1'St, EchoStar broke new

ground among DBS providers in March 1996 by substantially reducing the upfront cost of the

dish to the subscriber from $499 to S199. On June 1, 1997, EchoStar moved DBS pricing one

step closer to the cable paradigm by eliminating the requirement that new subscribers purchase a

prepaid one-year subscription.

Second, EchoStar has. priced its packages at monthly rates well below

comparable cable offerings. Thus, EchoStar offers its America's Top 40'" package at $19.99 per

Page 740
Exhibit U
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month, as compared to over $30 for comparable cable service. Third, EchoStar has offered

discounts to cable subscribers, available upon presenting a cable invoice.

A:; a result of its intense promotional efforts, aggressive pricing and consistent

high quality of its DISH offering, EchoStar has been able to increase its subscriber base to about

582,000 as of June 30, 1997 and over 600,000 currently. Moreover, EchoStar believes that

about 60% of its subscribers have switched to EchoStar from cable systems.

Nevertheless, EchoStar's subscribers base remains negligible compared to the 65
-.

million cable households.!: Furthermore, as discussed below, EcboStar's offering bas rtot

resulted in downward pressure on cable rates, wbicb are indeed on the rise.

B. EchoStar's Constraints

In attempting to compete against the entrenched multi-ebannel providers,

EchoStar is hampered by several constraints. Finr, unlike cable operators, EchoStar does not at

present offer local programming. The Commission has recognized that the inability to offer local

signals places DDS at a competitive disadvantage to· other MVPDs.l: Indeed, cable operators

have seized on this significant and well-publicized bandicap in their advenising campaigns

against satellite programming distributors. EchoStar plans to stan offering local network signals

in the areas where these signals originate upon the launch of its third satellite, scbeduled for

September 1996. That satellite, bowever, will operate from a panial-CONUS location - 61.5°

W.L. Moreover, EchoStar's current satellites have no spot beam capacity, meaning that

!: Paul Farbi, "Biggest Cable Operator To Raise Rates 7% in '97," The Wasbington Post
(Mar. 14, 1997).

See 1996 Cable Competition Report at 111138, 43.
·3·
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EXHIBIT V

Comments of the United States Department of Justice, In re Application ofMCI

Telecommunications Corporation and EchoStar 110 Corporation. FC.~ File No. SAT·

ASG·19981202-00093 (January 14, 1999).
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Departnumt of Justice

_______--:J"'-1"'y'-'-,7 ¥.\1l2Q.0

f~~duzt.tk~i#-~4/

bue*-tI.tk~~~~k/.tk#aa.t

cudody-tl.tk~-tI ~U"ce:./q.uUt: 1/14/99-

eo...nta of the Da1tad Stat.. Oapareaanc of Ju.t1~. - ADt1truat n1V1A1o~ to the

l"ac!aral CcG:lllWl1caU011& Co.-1..10Q - In the Hatter of the Appl.1cae1oa ot
Talecommunication. Corparat1oG aad Echo.tar 110 Corporation.

In blitnd. blbeteOf, .I"k_~.JJ.my

~~~.a.tk~¥Ik~
. ...

.tI~,/qk.a/~Am/.tk~anuJ~

Exhibit V

FO~ PUBLIC INSEECTION

Page 767

FCC000000510



,-" ." ".' .-'" ,,~

•.-.. :"-~.;':£,I,"., :.•.• .;

_.
~. : - ... ,

'·fl'\,'..... '

.~ \,. .. ' -. ~... - .

Before the
FEDEHAL COMMUNICATIONS COMMISSION

Washington, D.C. 20554

In the Malter ofthc Application of
MCI TELECOM.\1lINlCATIONS
CORPORATION and ECHOSTAR 110
CORPORATYON

•

A. Douglas Melamed
Principal Depul)' AsSisWlt Anomey General
Antitl'USt Division

Donna E. Panersoll
Deputy Assistant Attorney General
Antitl'USt Divi3ion

January 14, 1999

)

) File No. SAT·ASG·1998 1102·00093
)
)

Donald J. Russell
James R. Wade

Andrew S. Cowan

TelecommllIlications Ta.sIc Force

Antill'U3t Divisioll
U.S. DepltllDeZlt ofJustice
1401 H Street, N.W.• Suite 8000
Washington. D.C. 20530
(202) 514-5621

Page 768

COMMENTS OF THE
UNITED STATES DEUBTMENI OF JUSTICE

Mer Teleeommunications Corporatiol1 has requested approval 10 tnnsfer its license to
operare 28 channels at the 110 West Lollgitude DBS slot to EclloStar Communications
Corporation. This proposed transaction does not pose any signilieant risk to competition in
the
disaibutioll ofmultichannel video prognIllllling. Rather, the transaction will greatly increase
EchoStar's capacity to tt"ansmit video programming and, in so doing, will enhance its abilil)'
to
compete aggressively and effectively against other distributors of lI1ultic:hannel video
programming, including the cable companies that dominate these distribution marketS.
Prompt
approval oflhis application by the Commission will provide important competitive benefits
10

the millions ofhouseholds that purchase multichannel video prollr3ll11Dinjl services.

Exhibit V
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sma.ll
share oithe overallMYPD mill'ket Whell exllllliIled ill the cOlltext oflbe relevant product
I1l3rl::et, and tal::ing Into account lbe structure and characteristics of that lllal.I::et, it is clear that
EchoStar's applicatjllll prese.uts no significant competitive conccms. Rather, approval of
EchoStar's request promises to facilitate new and potentially si&nificant competition between
DBS and cable providers, thereby benefitting cOllSlDllers ofMVl'D services.

A. Ihuel~wkct is The provision ofMYPD se.Q!iw.

The relevant product market ill which to analyze this transaction is the dislribution of
multiple chacncls ofvideo pro~ng directly to the bollle. The programming can be
delivered by vannus melhods. including cable, satellite and wireless technologies. The
COmmissiOIl has consistently taken the view that MVPD is the proper product market for
evaluatillg Competilive issues relating to cable lelevisiollllld DBS.! nors extensive

-------------~------------
investigation in connection with the Primestal' Iitiplion uncovered considerable evidmlcc to
validate this market definitioll.

Under the OOJ HortzontaI Merger Guidelilles; OIl which the Commission Iw relied ill
the
past,J. cable and DBS are cansidered to be in the same product muter if they are close
substitutes
for one another, such that cOllSUlllers \IIouid switch from ODe to the odlcr in ICSpOIlSC to a
price
increase in eitber.t The DOrs investigation ofthe dimoUliOll ofmultichannel video
programming indicates that consumers view DBS and cable u similar and to aIqe degree
substitutable.

first, both cable and DBS tecbnoloaies provid~ essentially the same service to
customers:
(1) the delivery ofmultiple c!wIneis ofvideo, typically mywhere between 35 and U5;
(2) progt'3llllning that illCludes a mix1llle of"basic· Xlvices (such ill ESPN, OIN. USA and
TN'I).
as well 3S premium semces (ouch as HBO, Shawtim~ and Cinemax) that are not available
"over.. .
the-air"; in Cltclwlge £Or (3) a m9nthly subscription fee. One initial poiDt ofdiff"ctentiatioD
between tho two services, the large initial cost ofDBS equipment, has been all but
eliminated u
DBS firms, led by EchoStar, have attI"3Cted CQIlSUltIerJ by ofi'ering deeply discoUllt~

receiving
equipment and imtallalion rates.

Second, DOJ £oUDd extensive evideDCe ofcustomer switching from cable to DBS. More
and more new D8S subscribers in recent years are former cable subscriben who either
stopped
buying cable or da\llllgraded their cab-Ie service once they p=hased a DBS SYstem. This
!rend . p ~

age 77JJ----------- -
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Page 5

contra.sts with the early days ofDBS, when new subscribers most often C<IIlIe from uncabled
areas. Indeed, competition from DBS is particularly impoTUllt to cable finns because the
~able

customers Illost apt to ,witch to DBS are profitable "premium" customers, attracted by the
cxtensive programming choices tint DBS offen. These customer> account for a
disproportionate
share of cable's subscription revenues, a fact well-recognized by cable providers.

DOl found additional evidence to support an MVPD produclmarXet definition in the
fact
that cable television com anies have develo cd business lans that" eciiicaU counler thc

erceLved com etlllve threat om D . able d cODSlderable time and mone
monitorin adviltlces made b DBS, and have deVJsed "anti- "marketln strale "es. or
exam Ie, cable nus established 3 "1- 0 Ine u WCotlSlllllers

interested in DBS are discour.u! m urc a."Ln It an steere ac 10 c e
companies have also run anti-DBS advertising, just as lrtn5 'Ie artic cable in their
own mark"ling efforts. On a more positive note, cable films have spent hundreds oCmillions
of
dollars upgrading their systems in order to stay competitive with the channel selection and
picture quality ofDBS. Leo Hindery, Ir., president ofrele-Communications, Inc., the
counuy's
<ccond-Iargest cable system operator, testified before a Senate subcotllIllinee that "more than
any
other non-cable MVPD, DBS has fundamentally changed the video distnbution landscape
ant.!
the competitive~cs of the marketplace. It has altered the way that cable operators
package "

and price their services and the way that We serve our customers."1
The reaction oCthe cable illdusuy in 199110 an·earlier EchoSl&l1News Corp. alliance, to

have been called American Sky Broadcasting ("ASkyB"), also demonstrates that cable and
nBS

-
Page 6

compete in the samc product maibl. Before News Corp. and MCr announced the Primestar
deal, they had planned to partner with EchoStac to uu the 110 slot to launch a high-power
DBS
service. Cable executives il1\lDedialely treated ASkyB as a formidable potential competitor.
In
the days that followed the unveiling ofASkyB, c:lhle executives suggesled that a massive
battle.
between ASkyB and cable would ensue.! .

In short, the views and acliotlS ofconsumers, statements and strategic behavior by cable
IUms, and the ,-jcws ofother industrY participants convincingly demonstrated thal DBS and
cable
compete against each other in local MVPD m••k'ts throughout lhe country.

Exhibit V

FCC000000513

http:"w"",' usdo]. gov/atripubticJeommentsiZ 173 .hrm

FOR PUBLIC INSPECTION

061191Z000



FOR PUBLIC. INSPECTION _'

extileit w
FCC000000514



EXHIBITW

Federal Communications Commission, First Report, In re Implementation o/Section

19 a/the Cable Television Consumer Protection and Competition Act q/[992. Annual

Assessment o/the StatllS a/Competition in the Market/or the Delivery a/Video

Programming. FCC CS Docket No. 94-48, 9 FCC Red. 7442 (reL September 28, 1994),

available on Westlaw (1994 WL 528274) and Lexis (1994 FCC LEXIS 5322).
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LEXSEE 9 fec red 7442

In the Matter ot Implementation of Section 19 of the Cable
Television Consumer Protect:on and Competition Act of 1992

Annual Assessment of the Status of Campe'tition in the Market
for the Delivery ~f Video Programming

CS Docke~ No. 94-49

FEDERAL COMMUNI:ATIONS COMMISSION

9 FCC Red 7442; 1994 FCC LEX:S 5322; 75 Rad. Reg. 2d IP & Fi
:415

RELEAS E: - NUMBER:
FCC 94-235

September 28. 1994 Releasej; Adopted September 19, 1994

ACTION,

FIRS:' REPORT

JUDGES,

By the Commission'

OPINION,

("7445] I.

INTRODUCTION

:

FCC000000516

1. Pursuant to the Cable Televisio~ Consumer Protection and Competition Act
of 1992 {the "1992 Cable Act" or "the ~.ct:"l, ..tll the Commission is required to
report to Congress annually "on the sta.tus of competttion in the market for the
delivery of video programming." n2 Thie- report (the "Report" or the "C9tt\petition
~eport") is the first of these annual competition stud~es. n3

n1 Pub. L. No. 102-385. 106 Stat. 1460 (amending the Communications Act of
1934 (the "Communications Act") and coc.~fied at: 47 U.S.C. § 151, et seq.).

n:! Communications Act § 628<g), 47 to.S.::. § 548(g) (requiring the Commission
to report eo Congress "beginning not later than 18 months,a:fter promulgation of
the regulations requited by [Section 1$' tcl of the 1992 Cable ACt:] "). Those
regulations were adopted on April 1. 1~93. Implementation of Sections 12 & 19
of the 1992 Cable Act -- Dev. of Competltlon & Diversity in Video Programming
Dis!:. & Carriage. Firs!: Report & Order ("Frogram Access Report & Order") I S FCC
Red 3359 (1993), recon. pending MM Oocy.et No. 92·255. Consequently, the Report
is due on .Oetober 1, 1994. ' .

03 The Commission began this study ~ith a notice of inquiry, which it
released May 19. 1994. Implementat~cn of Sect~on 19 of the 1992 Cable Act
Annual Assessment' of the Status of Com\:eti:ion in the z,1arkec for the Delivery of
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Commission has adopted a two-part test for determining whether consumers are
"served" by two MVPDs: each ~fVPD' s se.n"ice must both be both· eechnically
available and actually available to catle subscribers. Implementation of
Seceions ot the 2992 Cable Act .- Rate Regulat,on, Report & Order Further Notice
of proposed Rulemaking ("1993 Rate RepClr: & Order") 1'38, 8 FCC Rcd 5631, 5666
(1993). An MVPD's service is considered comparable if it provides at least 12
channels "includinq at least one channEl of nonbroadcast service programming."
Id. For purposes of determining when tr.e 15' threshold is reached. the
subscriberships of all alternative MVPt,s serving at least SOt of the households
in the franchise area are aggregated. Id. ac 5662~65.

nll3 Communications Ace § 6:<3 (ll (ll 'A:, 47 U.S.C. § 543 (ll (l) (AI.

nll4 Id. at § 543 (ll (ll lCI, 47 U.S.c, § 54)llJ (ll (CI. As of September l6,
1994, a total of 1J5 claims raising thE: existence of "effective competition" in
certification proceedings before the Commission have been made by cable system
operators. Of these, ~1 (all of which are pending), are based on the 50/~S

standard of the 1992 Cable Act. The other 124 of those "effective competition"
claims are based on the 30t penetraeio~ standard A total of ~3 of tqese 124
cases have been resolved (eigh~ have been denied, while five have been
dismissed). ["'40]

4. Implications of Market Oefinition for This and Future Reports

49. Product Market. For purposes of this Report, the relevant product market
contemplated in the 1992 Act -- muleic~annel vldeo programming service -- is the
appropriate searting point tor assessi~g the status of competition in the market
for the delivery of video programming. A primary focus of this Report, and a
central concern of the 1992 Cable Act. is the extent to which HYPOs that use
a~ternative technologies are emerging as significant competitors to cable
operators. In addition to cable operators (which include direct competitors
known as "overbuilders"), HMOS, DBS. ar.d TVRO providers are specifically
irtcluded within the statutorY definlticn of an MVPC, n115 and the Commission has
subsequently determined that VOT and S~ATV systems should be considered MVPDs,
as well. n~,16 Consequently, this Report will .. evaluate the status of providers
utillzing each of these technologies.

n115 Communications Act § 602(12), ,7 U.S.C, § 522(12).

n116 1993 Rate Report & Order PP2l-;2. 8 FCC Red ac 5650-51. The Commission
reserved judgment as to whether LMOS systems or digitally-compressed broadcast
signals would fit within the statutory definitlon, and the Commission expressly
held that leased access provlders offeting compressed or multiplexed
mul ::'':''c;l~a:nnel video programming were not M'\rpDs cecause they used the same
facilities as the cable system operator. Id. ("''''411

.

50. In addition, the commission will discuss other video programming
distribution media as potential &ubstitutes for cable services. While the use
of current broadcast technology is expressly excluded from the seatutory
definitio~ (l)f an MV'PO (because a broadcast. st.ation does n.ot offer "multiple"
channels of video programming and is net offered on a subscription basis), ehe FCC000000517
Commission nonetheless includes a dJ.scl..ssion of broadcast television in this
Report, given broadcasting'S potentl.al constralning effect on cable industry
conduct. Finally, the Commission disc~sses in this section other delivery media
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LEXSEE 13 fc~ red 24284

In the Matt~r of Annual As~~ssment of the Status of
Competition in Markets for the Celivery of Video Programming

CS Docket Ko. 98-102

FEDERAL COMMUNICA~IONS COMMISSION

13 FCC Rcd 24284; 1998 FCC LEo'aS 6502; 14 Comm, Re!1.' (P & F)

521

RELEASE-NUMBER' FCC 98-335

December 23, 1998 Released; ~opted December '17. 1998

JUDGES,

ACTION' [++lj FI:~ ANNUAL REPORT

By the Commission: Chairman Kennard an:i Commissioners Ness. -Powell and
Triseani issuing separate statements; Com~issioner Furchtgott~Roth dissenting
and issuing a statement

OPINION,

[+24284} [+24286} I, INTRODUCTION

•

I
1. This is the Commission's fifeh anr.ual report ("1998 Report") n1 to

C~ngress submitted pursuant to Section €23(g) of the Communications Act of 1934,
as amended ("Communications Act"). SectlO:1 628.\g) requires the Commission eo
report annually to Congress on the scac~s~f competition in markets for che
delivery of video programming: ri: Congres3.imposed chis annual reporcing
requirement in the Cable Television Consu~er Protection and Competition Act of
1992 ("1992 Cable Acc") n3 as a means of :Jbta.in~.ng information on the
competicive status of markets for the d~livery of video programming. 04

nl The Commission's first four reports appear at: Implementation of Section
19 of the 1992 Cable Act (Annual Assessme~t of the Status of Competition in the
Market for the Delivery of V:deo Pro~rar.~in~), CS Docket No. 94-48, First Report
("1994 Report"), 9 FCC ,Red 7442 (1994); A.l:1Ual Assessment of the Status of
Competition in the Market for the Deliver~ of Video Programming, CS Docket No.
95-61, Second Annual Report ("~99S Report~). 1: FCC Red 2060 (1996); Annual
Assessment of the Status of Competition i:1 che Marker: tor, tbe Delivery of Video
proqramming, CS Docket No. 96-133. Third ':tnnual Report ("1996 Report"), 12 FCC
Red 4358 (1997); and Annual Assessment cf the Status of Competition in,Markets
for the Delivery of Video programming. CS Docket No. 97-l4l. Fourth Annual
Report ("1997 Report"), 13 FCC Red .1034 (1998). ('.... 21

n2 Commun;cations Act of 1934. as amen1ed, § 628(g), 41 U.S.C. § 548(g)
(l996l ("Cormnunications Act").

FCC000000520
n3 Pub. L. No. l02-~8S, 106 Stat.. 14EO (l99Zl.

i

I
I
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of competition in markets for the delivery of multichannel video programming.
1994 Report, 9 FCC Rcd at 7623, App. H. ["5]

.s. Summary of Findings

S. In the 1998 Report. we address the status of competition in markets for
the delivery of video programming, discuss how the regulatory changes enacted in
the 1996 Act have affected the c9mpetitive environm~nt. and describe barriers to
competition that continue to exist. The i~formation gathered in this report
provides the last comprehensive picture of the state of cable competi~ion prior
to March 31, 1999, the· date on which the :~mmission's authority under Section
S23(c) (3l to review complaints submitted by local franchising authorities
concerning increases in rates for cable p:l:'ogramming service ("CPS") tiers
sunsets. n8

n8 See Sections 6231c) 131 and Ic) (4) ; 41 [l.S.C. § S43le) (3) and Ic) (4).

6. The Report finds that competitive alternatives and consumer choices are
still developing. We find that cable television continues to be t e.pr1mary
delivery techno ogy for. the d~stribution ~f multichannel video pr rammin and
continues to occupy a dominant position in the MVPO market lace As of June
1998, 85' of all MVPO subscribers receivej video programming' service from local
franchised cable operators compared to 87' a year (**6] earlier.

7. There has 'been an increase in the t~tal number of subscribers to noncable
MVPOs. Much of this increase is attributa~le to the continued growth of DBS,
which is attracting former cable subscrlb~rs and consumers not previous y
subscribing to an MVPO. Between June 19:7 and J~e 1998, the OBS grew from
approximately 5 million subscribers to 7.2 million subscribers. DBS subscribers
now represent 9.40' of all MVPD subscribers compared to 6.85' a year earlier. In
addition, new open video systems ("OVS") :1,&ve la~ched in a few areas. However,
there have been declines in the number of subscribers and market shares of HSD,
HMOS, and SMATV over the last "year and th~ one existing LMDS system recently
terminated service. There also has been a limited number of additional cable
overbuilds in the last year. In communiti~s ~?ere the incumbent cable operators
face such competition, they respond in (·24288] a variety of ways. inclUding
lowering prices, adding channels at the same monthly rate, imprOVing customer
service. or adding new services such as i~teractive programming. -

B. A total of 76.6 million households 3ubscribed to multichannel video
programming services as of June 1998, up 4.lt over (·*7] the 73.6" million
households subscribing to MVPDs in June 1397. This subscriber growth accompanied
a 2.3 percentage point increase in multic~annel video programming distributors'
penetration of television households to 73.2\ l~ June 1998. During this period,
the number of cable subscribers continu~d co grow, reaching 65.4 million as of
June 1998 up about 2t over the 64.2 milli~n cable subscribers in June 1997. The
total number of noncable MVPD subscribers grew from 9.5 million as of June'1997
to ll.2 million as of June 1998, ,an incre~se of over 19t since the 1997 Report.

9. During the period under review, cab~~ rates rose more than four times the
. rate of inflation. According to the aur~a~ of Labor Stacistics, between June

1997 and June 1998. cable prlees rose 7.3t compared to a 1.7' increase in the FCC000000521
Consumer Price Index ("CPI "), wh,ich is t:.s~d to measure general price changes. A
portion of thes~ ,rate increases is attr~b~table to capital expenditures for the
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