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Secretary rWERAL COMMUNICATIONS COMMIGSION
Federal Communications Commission OFFICE OF MHE SECAETAIV

445 12™ Street, SW — Room TW-A325

Washington, D.C. 20554 '

Re:  Ex Parte Notice —Consolidated Application of EchoStar
Communications Corporation, General Motors Corporation and

Hughes Electronics Corpaoration for Authority to Transfer Control,
CS Docket No. 01-348

Dear Ms. Dortch:

In accordance with Section 1.1206 of the Commission’s Rules, 47 C.F.R. §1.1206,
EchoStar Communications Corporation, Hughes Electronics Corporation and General Motors
Corporation, Applicants in the above-referenced merger proceeding, submit this letter to report
that representatives of the Applicants met with Legal Advisor Susan Eid of Commissioner
Powell’s office on October 3, 2002. The Applicants discussed the status of the proceeding, and
then gave a presentation focused on the substantial transaction-specific benefits of the proposed
merger, the absence of anticompetitive effects, the market forces that dictate Applicants' current
nationwide pricing practices and Applicants' ongoing commitment to national pricing post
merger. The main discussion of these points was led by Applicants' economic experts, and a
copy of the presentation materials distributed at the meeting, which contains the specific points
discussed, is attached.

An original and one copy of this ex parte notice (and two copies of the attachment) are
being filed with the Commission. If you have questions concerning this notice, please do not
hesitate to contact the undersigned.
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Respectfully submitted,

SWRZIA

G U Lol
Pantelis Michalopoulbs

1330 Connecticut Avenue, N.W.

Gary I\@ Epstein|

James H. Barker Carlos M. Nalda
Latham & Watkins Steptoe & Johnson LLP
555 11™ Street, N.W.

Suite 1000

Washington, D.C. 20004
(202) 637-2200

Counsel for Hughes Electronics
Corporation and General Motors
Corporation

ce: Susan Eid
Marcia Glauberman
Linda Senecal

Washington, D.C. 20036
(202) 429-6494

Counsel for EchoStar Communications
Corporation



Presentation to the

Federal Communications Commission

October 3, 2002




Reasons for the Merger

o Free Up Scarce Spectrum, Allowing “Local-into-Local”
Satellite Service to All DMAs, 12 High Definition
Channels, Near Video on Demand and Other Services

o Allow the First True Residential Broadband Service by
Satellite

« Create Effective Competition with Dominant Cable
Providers — Curb Soaring Cable Rates

« Result in Consumer Benefits Significantly Greater
than $1 Billion a Year

Only Accomplished via a Successiul Merger
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ANALYSIS OF THE
ECHOSTAR-HUGHES MERGER:
COMPETITIVE EFFECTS
AND NATIONAL PRICING

Dr. Andrew Joskow
National Economic Research Associates

Dr. Robert Willig

Consultants in Industry Economics

October 3, 2002
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Key Point #1: Cable Providers Are Each Firm’s Closest
Competitors (continued)

¢ Additional data show that cable providers are
each firm’s closest competitors. That 1s, the
DBS firms are primarily constrained by cable

« Data on New Subscribers: | ] of new DIRECTV
subscribers are former (or current) cable subscribers,
while fewer than [ | are former EchoStar subscribers.

« Data on Promotions: Promotions targeted at DIRECTV
have gained EchoStar only [ | of the subscribers
gained by EchoStar promotions targeted at cable
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Key Point #3: Competitive Effects Analysis: Post-Merger
Simulation Estimates Significant Consumer Benefits

+ The estimate of consumer welfare benefits of greater than

$1 billion per year is conservative and does not include
other benefits:

« Based on the parties’ projections of incremental subscribers from
new services, the merger simulation model suggests that an
additional $663 million in consumer welfare benefits will result the
introduction of additional HDTV channels, more programming
diversity, a competitive broadband service, and more interactive
and VOD/PPYV services

« Additional consumer benefits, which are more difficult to quantify,
will likely result from cable’s competitive response to New
EchoStar’s new product offerings. As noted above, the historical
evidence suggests that cable has responded to the introduction of
an improved DBS product offering (e.g., the impact of local
service, HD channels, etc.)

« Additional consumer benefits will flow from the availability to all
Americans of residential broadband service
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Key Point #4: A Post-Merger Price Increase Based On
Customer Class Or Location Is NOT a Plausible Outcome

¢ Both EchoStar and DIRECTYV price their
programming service on a national basis

¢ The commitment to a single national price
serves to reinforce the current practice

REDACTED - FOR PUBLIC INSPECTION
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Key Point #4: A Post-Merger Price Increase Based On
Customer Class Or Location Is NOT a Plausible Outcome

A market test exists TODAY for whether EchoStar will
take advantage of apparent opportunities to price
discriminate by location on programming prices

»« EchoStar does not charge higher prices in areas where it
competes with Pegasus even though Pegasus charges
$4.50 more per month for the equivalent package

s Despite the higher price set by a supposedly rural
provider, EchoStar has kept its programming price
national and uniform

« Also, EchoStar and DIRECTYV do not provide ditferent
commissions to retailers based on location

REDACTED — FOR PUBLIC INSPECTION



Key Point #4: A Post-Merger Price Increase Based On
Customer Class Or Location Is NOT a Plausible Outcome

EchoStar customers gamed through local promotions in the past have
represented an exceedingly small share of the subscribers gained by

EchoStar
« EchoStar and DIRECTYV have not used localized promotions in a

strategy to price discriminate

[REDACTED]
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Key Point #4: A Post-Merger Price Increase Based On
Customer Class Or Location Is NOT a Plausible Outcome

RETAILERS WOULD NOT BE A CONDUIT FOR
DISCRIMINATION

¢ Use of national retailers — who seek to sell their equipment
in competition with cable — provides protection for
consumers in seemingly non-cabled areas

+ National retailers generally offer products at a uniform
national price. The ubiquity of these retailers allows areas
without cable to benefit from this uniform price

¢ Survey of independent retailers we conducted shows that
the upfront DIRECTV equipment and installation price is
the same in cabled and non-cabled areas. Competition
from cable and national retailers drives consumer prices to
equality across cabled and non-cabled regions
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