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Corporation, General Molors Corporation and lIugbes El«tronics
Corpol'lliion for Authority 10 TrallSfC'r Control, CS Docket No. 0)·348

Dear MJJ:. Dortch:

In accordance WIth ScctJon 1.1206 of !he Commissioo's Rula. 41 C.F.R.
'1.1206, EchoStar ComrnunicatiQfl$ Cofpornlion ("EchoSlar"). Hughes Ele<:uUll'CS CorporatIon
("Hughes") and General M(I(Ot$ CorponiIllOll ("(jM'1. Appbcants 'n the move-referenced merger
proceedrng. subml\ ttus letter to report thalreprescnUltives arthe Applicants mel, both jointly
and independenlly, With members of the CommISSIon iUaff on May 15. 2002, 10 8dd:ras certain
spectrum and technical issues associaled with the proposed merger of EchoStllf and Hughes.

The JqJrCSCntativc:s of the Applicants woo prescnted information at the meeting
lI1c1udcd Mike Dugan. President and Dlter Opel'lllLng Officer of EchoSc.u-, MJchael5<:hwimmer,
Senior Vice President of Programming of EchoStar, David Baylor, uceutive Vice President,
Technology and Opcntlons of DlRECfV, Inc. ("DIRECT\'") and Larry Chapman, Executlve
Vice Praident or Marteting and Advel1nmg of DlREClV. Other represenwives or the
Applicanls mcluded David MosKowitz, David Goodfriend, DaVId Bair, MIchael McDonnell and
Ra Povenmire orEchoSl&r; Larry Hunter and Kcnh Landenberger of Hughel;; Merrill Spiegel
ofDIRECrV: William Slowey orGM; and Applicants' outside counsel and c011sullants. FCC
staff mcmben who attended the meeting included Barbara. EJb!n, Marcia Glaubennan, Rouke
Chiara, William COlt and Tim Mayor the Media Bureau; Jim Bird. HlIlT)' Wingo, Neil DclJar,
Joel Rabinovitz and C. Anthony Bush of the Office of the GcneraI Counsel: David Sappington.
Donald Stockdale, Shenillmwl and Man::elino Ford·Uvene orthe Office ofPJans and Policy;
Julilll Knapp and Bruno Pattan of the Office of Engineering and TeclmoIogy; and Thomu Tya,
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Roben Nc15Oll, Douglas Webbmk. JoAnn Lucanlk and Marilyn SUllon of the Internallon.l
Bureau.

The Applicants made a presentation to the Commission staff addressing issues set
forth In the auaehed wnllen materials. Specifically, lhe preSCntallOn addressed DII"CCt Broadcast
Satellite ("DBS") spectrum and capacity ISSUes. mcludmg.: (i) a bneftcchnical overvIew of !he
DBS 5CfVice; (ii) CUm:ntspcclrum uuhu.uon and programmmg duphcallon by &:hoStar and
DlRECTV; (iii) lhe constraints thai restnct each company's ability 10 proVIde JocaJ serVll:e 10

only a llll1lled number of Designaled M&rtc1 Areu (L>MAs"): (iv) lhe faaon lhat pemut the
combll'led enllty to Implement the "Local Channels, All Americans" plan after the merger; (v)
the Significant speclrum benefil.'l of the merger thai Will enable the combmed enhty to offer rno:n
Htgh DefinitIon TeleVISion ("HDTV'"), ncar-VIdeo on demand ("NVOD'"). mteractlve services,
cthnic and mtcmauona) programming, and enhanced service quality: and (vi) the ]lOSt-merger
tranSition process.

The AppltcanlS first outlmed the DBS service configuration, dcscnbmg the
mfrastl\lCture and spectromlorlJllal rcsourc:e:s used to proVide the service. They alsouplaincd
ISsues auoci.ted wuh using an ass.tgncd DBS channel (i. ..., tnnlpOOder) for a nallona! beam,
..·tueh pemuts the tnnsmissiOll of appro-'lItlalely 10 channels of VIdeo prograrmmng to the enure
Unlttd SI2l£$, or for spot bea/n$, whICh penrul the tnnSll1lssiOll of appro-'ImaI£ly 10 channels of
Video programming 10 muluple geognptllcally lsolaled repOlls (..., .• a spot beam WIth j umes
frequency reuse can tr.lllsml1 about 10 channels of Video prognunmmg 10 five dtffeTe1lt reglOfIS.
or j() tOial channels) ny employmg spot beam technology, EchoStar and DIROCI'V are able to
proVide local broadcast channels 10 a hml1ed number of CitIes in the United States. The
presentation also addressed issues associated wilh the usc of CONUS and "wing" orbital slolS.
nOling thaI customers throughout lhe nalion typically can =eive a signal from DBS SlltelJites
located III lhe Applicants' CONUS slots (101"W. IlOnW and 119"W) but that customers in
eenam WCSlem oreaslem portlOllS of the country oOen have difficulty receiVIng 'IgnalS from
DBS sateJllle:s locale<! 10 !he eastan or westem wIng sloes (6IS'W and 148"W), respectively. I

1lIc Apphcanlli also outlined !hell" cum:nt spectrum usage. EchoStar eu.tft'ntly
operates under lIS hcenses j() DBS II"aIlsponder's al!he IlO'"W and 119"W CONUS slotS. 24
translX'"dC'n at the 148"W weSlan wlOg slot and I7lr..nspondC'n at the 61.j"W eastern wlIlg
slOi (including SIX under a sublease amtngement)/ and DlRECTV operates 46 transponders at
lhe 10 lOW. IIOoW and l19°W CONUS slolS. The Applicants e~plained that they presenlly are

I Addlllonally, n:ccpllon of DBS signals from slots fartlles- than approximately 20 degtce$ apan
reqUIres the use of an lIddJuonaJ roctlve antenna.

l1lle:se number's uclude DBS channels opented under Special Temporary AulhonUIJons.
Many of &hoS~·.mtematlona! and IIDTV program offenngs are duplicated on the ea$Il:m and
western wmg slOll to enable customcn In the eastan and western portions of!he UnIted SlaIe$,
rapcctlvely. to receIve those Signal•.
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VeT)' close to exhau."'mg lhe.r hcen5ed DBS spectrUm capacity. 'The: introducuon of lddulOnal
programmmg ge~ralty reqUlfCS dJsplaccment of ex.stmg programlTUng or other trade-off, such
ali laCrificing service quali.y. The Apphcants also hIghlighted the 'uOstanlll1llevel of prognun
dupllcallon bet....een EchoStar and DIRECTV. noung thai while EchoSW" provides 709 channels
of progrBmmlllg and DIRECTV provide$ 739 channels of programm1Og. the Valit maJOrity-­
cUlTCntly about 588 -~ of those channels are duphcated. resultlllg in an enormous waste of limned
DBS spectrum resources.

The Applicants 1lCJIt dIscussed the slgmficant differences In the capacity aVailable
to DBS ,ystems and cable systems to prov.de VIdeo programnung and other services to
customen nauonally. Bc:call.5C EchoSw and DIRECfV have been hcell5Cd to approxmllltely the
same number of DBS transponders 10 CONUS orb'tall(l(atioos (50 and 46. respecuvely), each
hu a I()()% digital "pipe" Into a customer's home of approximalely 1.54 Gbps throogh wh.ch all
pr-opamming and set'V1CC$ mUSltravel. Ho....ever. the use of certain CONUS DBS frequencIes to
prov,,:Ie local programmllIg rWuces the erfectlve throughJXIt for national prograrnm1Og to
approxImately 1.2 GbpS.l In contrnst, cable systems WIth which DBS proVIders compete
tYJl'lCllly already hne moved to 5O"l> d,gllal prognunmlng. glvlllg lhem an effective throughput
to the home of 2.25 Gbps. Cable systems that ha''C gone 10 lOO'l> dlgnal progrnmmmg have an
effective throughput of 4.47 Gbps. and when they upgrnde from 750 Mllz transmissions to 1.250
MHz tnIIlsm.ssions tlley WIll have an effective Ihroughputto the home of 8.94 Gbps. Because
DBS transnnuiOll5 already are lOO'l> digital and cff«tive nauonal capacity is dccreaslOg due to
the IOtroducl1on of local broadcllSt channels III a small number of addlhonal Cities. EchoStar and
DIRECTV are already at a competitive disadvlll1tage to ,ncumbent cable systems. Specifically,
DBS prov,ders have SignifICantly leu effective capacity than l;a/)le ope1'3lOQ available to proVide
Video programming and new serviceS on a national baSIS. This capac.ty gap 11'111 Increase
dramatically as cable operatQrs upgrade theiT syslcms. and will enable cable tnCumbenlS to add a
V2St amy of new services to complement thclrcurrcnt programming and high-speed Internet
servICe offenngs.

The merger will help address thiS competitive disadvantage by combining the
capacny of EchoSw and DIRECT\'. proVIding the merged enllty ""uh an aggregate throughput
of approximately 2.9 Gbps for all nallonal programming. and a Slltellite "Plpe~ 10 the home of
approxImately 2 Gbps after accounting for capacity dedicated to local broadcast channels. Thus,
while 10 no way equivalent 10 lhe cap;.oc1ty avlltlabJe 10 Il1CUmbent cable operators, the merge.
WIll help level the playlng freld In the MPVD market by allowing DBS to become a more viable
competitor to cable incumbents. Specifically. the merger will provide DBS with addItional
capacity to pro\ide local broadcast c1annels 10 all 210 DMAs. expanded IlDTV and specialty

l The significant reduction in erfcctive throughptlt to the home resuJUI from tile aggregate effect
of provKhng local brOlIdcast channels 10 mult,ple DMAs from CONUS orbitailocalIOlIS, which
neccssanly reduces lhe numbn-of DBS frequeocles aVllllable for national programming to all
customers. In COt1lntSt. cable systems devote a small and SUltlC percentage oftlleir capacity to
local muons becall.5C lhey need to cany only one liet of local channels.
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programming. and advanced broadband and inleractlVe services. thereby provldmg a real
alternativc to cable and helpin!: 10 address Ihe competitive disadvantalle.~eurrenlly confronled by
tile DBS mdustry.

The Apphcants .150 explained that the po$SIble Ivalllbllity of roew -UpilIlSIOO"
DBS spectrum m the United Stlle$ in Apnl 2007 (assunung slgmfK:anttechmeal issues
l$$OCIated WIth Its polenllaJ use can be overcome) ...·111IlOl:~ the OOffipetltlve disadvantages
the DBS proVIders suffer today.....h,ch will only become mon: severe over ume, Indeed. by the
ume upanslon DBS spectrum may become aVlllable five or more yean down the road. the
compelllive banle between DBS and mcumbenl cable operalors. who have enormous markel
share and capacity advanlages. may already have been lost. Moreover. lhe possibilily of using
addllional spectrum in five or more years is simply not relevant to Lhe analysis of this mcr~r.

The use of numerous complex and unlested satellile technolGglC5 also will no(

reso!\'e DBS capaCIty constramts. Future satelhte technology m~ be Introduced cautiously dllC
to the In~lttl:Ulonsl'Upof numerous technK:aJ and od1er factors affecung the proVISIon of DBS
servIce. Ineludmg satellne po....er. antenna SIZC. satellite IifetmlC. orbital spacmg. modulallon and
codmg. scrvlCe costs. customer equipment and customer satisfacllOll. Of course. glvcn theIr
CUrTent capaclly conSlrainlS. DUS providers remain highly locentivlzcd 10 employ the most
advanced and effiCient satellites possible conSistenl with Ihe proVision of reliable and affordable
htgh-qualny DBS service to both new and uistlng customers. Thus, lhe satellile lechnology
"solutlons" proposed by opponents of the me~r are unrealistic from both a technical and
econonuc pcrspecu ve.

Foruample. the Apphcants explained that DBS proVIders effecuvely are Ilre"y
nClll'the linuts of eompres.o;,on technology usmg Idvlnced lechmques such a 51altstteal
multiplexing to vary lhe level of compresSIon (and thus tr.mspooder capacity) devoted to
lI1dlvldual programs based on lhe complextly of video content. Future gains in compre5'.ion will
be limiled due to the algorithmic constraints of lhe MPEG-2 video format used for DBS
lI1I.nsmis.o;ions. Because any move to new video formalS such lIS MPEG-4 would result in only
Iimtled effiCIency gains and ...ould reqUIl"C lhe proVISIOIl of enurely new set-top boltes. it doeI not
make eeononuc sense to pursue wch an expenSIve altemauve for only Ill()(Ir:sl effictency galllS.
Morrova, any efficiency gams from dlgllal comprrssKJn 1\'lIlable to DBS provtders also W<JuJd
be IVlllable to cable proVIders for thetrdJg,w propammmg. resulting 111 no change 10 the
dJsparate compelltlve pOISllIOflS of DBS and cable. SImIlarly. the eltlsung and planned DBS
satellites do not have sllfficient power to accommodale the widespread adopuon of Lhe hIgher
order moctulahon schemes proposed by opponents and, eveD if possible. their usc again would
require the provision of new SCI-lop boxes 10 all DBS cuslomers receiving thaI programming for
only limiled gams m efficiency.

The P10p0s¢d "super salelhles" suggeSted by the mergeropponenu to addreu the
caplCity cOllsttlmts of DBS providers abo are unruh5lic from I tedtmcal and econoouc
perspective. lncorporaling all or the vanous IdYanCCd satellite technologies wgrsted by
opponents inlo I smglc plalfonn designed for the delivery of video services. even ,r it were
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possible, would fCSlJlt in a prohIbitively ~pensive spacecraft wIth a reduced openlllonal lifetime
thaI very likely could DOC be launched uSlnl commercially available heavy~hft vehieles and
rocket faIrings. ASilk from the§c fundamental satellite deSIgn issues, the novel combmallon of a
llU"JlC number of advanced satellite lechnoloSle! would present unacceptable risks of calastrophic
spacecrafl fatlure and wouk! ~ulre ennrely new customer prerruses equlpmenl and IJOOnd
facl1lties for thel r usc:. Thus, the AflPhcants e~ plained that bUIlding "super satellites" to replace
the uistlng fleets of U.S. DBS satellites is Simply not realistiC.

The presentation also addressed the economic ISSues that restnClthe Apphcants'
abllll)' to provide local broadt:lI5I channels to no more than a hrruted number of the 210 DMAs In
the Umted States. Spt(:lfically, EchoStar and OlRECTV Imhvidually must weigh the spt(:lrum
opportulUty costs. signal colledlon :md b:lckhaul costs. the cost of satellite lUId IJOOnd facJllhes
and local mnnsrmSlilon f«'$. alainu the benefil$ 10 be derived from introducing local broadcast
channels Into new markets, locludlng local programming revenue, the addltlon of new
subscribel'$ and decreased suhscnberchurn. As the Apphcants e~plalncd. the costs ofprovHilng
local broadcast ehannelsI~ subsanlJally as new DMAs are added because the addUlon of
more local broadcast channels would displace more and more core nauonaJ progntmrrung. At
the same time, the revenue and other benefit.s te$ulung from the proVision of local KrVice 10 new
marteu de<:hllC$ because the DMAs are progressl~-elysmaller.

With the merger, hol'.'ever. the CCOI1omlCS of proVIding local channels change
dramatIcally. TIle spectrum capacity gamed from ehmlnallng program duphcahon wJlI decrease
the opponunity costs of devoung DBS spectrum 10 local channels. AI the same tllne, the benefits
of introducmg local channels will Increase becau§c a larger subscnlx:r base Increases revenues
even In smaller OMAs. In addition, the sig01ficant sales and markeung benefils of IIChleving full
natIOnal ooverage, mcluding the rcductlOil of mllJketmg costs, eJlpanded sales opponumtles and
lhe Important abilIty to oomptlC natIonally WIth cable by providmg local service to all customers,
justifies lhe proVISion of local KrVice to e~en the smallest OMAs. llte Apphcants plan to
provide more definitive quantitative analyses that address the economic ISSues asSOCIated With
the provislQfl of local channels.

In order to implement the "1.Qc:al Chllflnels, All Americans~ plan,the Applicants
have COfDJI\ltted to build. new satelblC·· New &hoStar l. New EchoSlar I's spot beams will
be devoted to supplementmg lhe local channel coverage to be proVIded by EchoStar vU and
VIII, and DIRECTV 4S and 7S. This satelhte IS reqwrcd 10 fill the Applicants' coverage gaps
and provide local KrVlct 10 all 210 DMAs. IllS also Unponantlo note that the eJlpansion of
local channels to all U,S. markets Will not displace e~isung nauonal DBS progrtmmHlg, but
lather will &0 hand to hand with sigrufteant eJlpartsion of OBS customers' programmmg choices
as well, becau§c of the sptctnlm capaclly gams te$ulllng from the elumnatlOl'l of duplicative
programming.

With respect to IralUlIIon issues, lhe Applleanls explamed that tranSItion plans are
bemg developed with the objective of quickly rttQvenng the spectrum now wasted In duplicative
usc. In thiS oonnec:tlOl'l, new customers will be provided With "duaJ-speak~ set-lop bo~tlI able to
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receive sIgnals from both companies' plalforms and lnple-LNB dIShes capable or receiV18g
signals from alltllrec CONUS slots. Spectrum would be: recovered gllldually wlmlll. penod of
36 monlhs from merger approval. Thu ....oold be: achieved Ihrough the early ehnunatlOfi of
duplicallve use orthe speclrum for eenam .selecl programmmg (<t.g., Spanish language and
inlernalional prograrnmmg. HDTV channels and cenain local channels). The AppltcantJ be:heve
thai such measures. along WIth the deploymenl of !heIr pllll1l1Cd 5lItelhles. WIll enable the merged
enilly to recover substantial amounts of DBS spcctTllm In stagc$, with full recovery or spccuum
and imp\ementallon of local channel service to all 2 [0 DMAs w'lhin 36 months of merger
apProval.
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One copy of this r.% pant OOlice IS being filed electronically with the
COmmIssion. If you huve questions concerning thIs meeting or thIS notice. please do not hesitate
to cootllCtthe undersigned.

Respectfully subl11ltled.

Gary M. Epstein
Latham & Watkins
555 II" Stfa:t. N.W.
Suite 1000
Washington. D.C. 2()()()4
(202) 637-2200

/., -i:tf}'4~~~'"d~4..~~,"q~.~~
Pante'l;;"M;halopoulOS
Carlos M. Naida
Steptoe & Johnson LJ.P
1330 Connecticut Avenue. N.W.
W",~hington. D.C. 20036
(202) 429-6494

COWIMlfor lIu8~s El«,ronics
Corporotion and Ge"ual Motors
Carpqration

CouIlRI for £choStor C_ia:u1OllS
CorporaliOfl

Attachments
cc (wi au.): Barbara Esbm

Marcia Glaubcrman
Rosalce Chiara
William Cox
Tim May
Jim Bird
BarryWmgo
Ned Dellar
Joel RablllovilZ
C. Anthony Bush
DaVId Sappington
Donald Stockdale
Sherril IsmaIl
Marcelino Ford-Livenc
Julius Knapp
Brono Pallan
Thomu1)<z
Robert NelSOll
Douglu Webbtnk
JoAnn Lucamk
Manlyn SmlOfl
Quale!! International
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