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THE STATUS OF THE DIGITAL TELEVISION
TRANSITION

WEDNESDAY, MARCH 28, 2007

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON TELECOMMUNICATIONS
AND THE INTERNET,
COMMITTEE ON ENERGY AND COMMERCE,
Washington, DC.

The subcommittee met, pursuant to call, at 10:00 a.m., in room
2123 of the Rayburn House Office Building, Hon. Edward J. Mar-
key (chairman of the subcommittee) presiding.

Members present: Representatives Doyle, Harman, Inslee, Bou-
cher, Towns, Pallone, Stupak, Green, Solis, Dingell, Upton,
Hastert, Deal, Shimkus, Wilson, Walden, Terry, Blackburn, and
Barton.

Staff present: Johanna Shelton, Colin Crowell, Maureen Flood,
Mark Seifert, Tim Powderly, David Vogel, Kyle Chapman, Neil
Fried, and Courtney Reinhard.

OPENING STATEMENT OF HON. EDWARD J. MARKEY, A REP-
RESENTATIVE IN CONGRESS FROM THE COMMONWEALTH
OF MASSACHUSETTS

Mr. MARKEY. Good morning, ladies and gentlemen and whoever
is watching this on C-SPAN. Twenty-five million people. That is
bigger than “Dancing with the Stars.” If they see this on delay, it
is March 28, 2007. But it has been 80 degrees here in Washington,
and all of these various blossoms are completely confused, and this
is the debate over whether or not global warming is affecting our
country and causing this personality disorder in plant life. I am
saying that I have had such a pollen attack that it is going to affect
how people hear me today, but I am going to be kind of in a Luca
Brasi sound alike contest today, and I don’t have a cold, but——

Mr. UPTON. You are sounding a little bit like Charlie Rangel.

Mr. MARKEY. Charlie Rangel, Luca Brasi, I am not going there,
OK, but there is a, I think, a real problem for many people here
today in Washington. The purpose of today’s hearing is to provide
this subcommittee with a clearer picture of how Government, in-
dustry and community groups will work together to ensure that
millions of Americans do not lose free, over-the-air television after
the transition from analog to digital broadcasting on February 17,
2009.

Recent oversight hearings with the Federal Communications
Commission and the NTIA have left this subcommittee with a DTV
transition picture that is fuzzy, at best. If we are going to make
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sure that all Americans don’t see their analog televisions go dark
on February 17, 2009, we need to start getting better reception
from the parties who are responsible for making sure this digital
transformation is a success.

I truly hope today’s panelists can provide high-definition clarity
to the DTV transition so that we can assure the public it will be
a success for everyone. Let me start by reaffirming my support for
the DTV transition. I held the first HDTV hearing as chairman of
this subcommittee in this room 20 years ago, 1987. We have long
known the benefits of transitioning to digital TV and it is time to
get the job done and done correctly.

If implemented successfully, transitioning broadcast television to
digital service will free up valuable spectrum to enhance public
safety communications, may bring consumers an array of new digi-
tal broadcast video and other services and will provide spectrum
that, if also implemented properly, will enhance wireless competi-
tion and spur a new wireless broadband deployment and innova-
tion.

Mr. Dingell and I and other Democratic colleagues urged the ad-
ministration and our Republican colleagues in the last Congress to
ensure sufficient funding for this program so that all of the almost
70 million analog television sets would be covered. The CBO esti-
mated that this would cost roughly $3.6 billion, or more than twice
the amount in the final law. With the relinquished spectrum esti-
mated to garner upwards of $10 billion at auction, there is suffi-
cient money to do this right.

In the last Congress, the Democratic side offered a plan which
allocated enough money to cover every possible applicant for a con-
verter box and we proposed that the remainder of the $10 billion
in auction revenue should be used to fund public safety interoper-
ability and network upgrades. Instead, our colleagues proposed less
than half that amount for converter boxes and only $1 billion for
first responders. In addition, there is only $5 million for consumer
education at NTIA and $1.5 million at the FCC in order to deal
with this issue.

We have to get this job done. That is what this hearing is all
about. We are going to make sure that all of the parties from the
Government and the private sector play their role in protecting the
American right to their television set, turning on when they have
spent their good hard earned money to purchase that set.

And the time of the Chair has expired. I turn and recognize the
gentleman from Michigan, Mr. Upton.

OPENING STATEMENT OF HON. FRED UPTON, A REPRESENTA-
TIVE IN CONGRESS FROM THE STATE OF MICHIGAN

Mr. UpTON. Well, thank you, Mr. Chairman, and I would like to
thank the witnesses for testifying today on this very important
issue. I commend you for holding this extremely important hearing.
The DTV transition is an issue that continues to generate an out-
standing amount of attention and it is certainly imperative that the
attention on the issue focuses on the heart and soul of the matter,
and that is giving our first responders, many whom I have met
with this morning in my office, from my district, the resources that
we need to keep America safe.
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The catalyst for the DTV transition is the post—-9/11 realization
that we have to get the 24 MHz of spectrum into the hands of pub-
lic safety officials for interoperability once and for all. In fact, clear-
ing the 24 MHz was precisely the task which the bipartisan 9/11
Commission, in its recommendations to Congress, also recognized
as a mission very critical to homeland security. And despite the
moral imperative, much of the debate is focused on the NTIA pro-
gram to provide consumers with coupons for subsidized converter
boxes. And I am confident that the NTIA coupon program is more
than adequate to provide subsidized converter boxes.

According to the National Association of Broadcasters’ testimony
there are a total of 69 million TVs not connected to cable or sat-
ellite, including those in homes that subscribe to cable and sat-
ellite. They estimate that after a broadcaster sponsored consumer
education campaign, consumers will want subsidized converter
boxes for about a third of those TVs. That makes 23 million sub-
sidized converter boxes well below, well below the 33%2 million sub-
sidized converter boxes that the $1.5 billion coupon program is in-
tended to cover.

In fact, I think the initial $990 million will be more than enough
to cover the demand for the subsidized converter boxes based on
the estimates using data from the FCC or the consumer electronics
industry. And according to the CEA, the manufacturers building
the boxes, only 25 million sets will need a converter box by the
transition date and only a third of those will feel that they need
the subsidy, and that is a little more than 8 million boxes which
easily can be covered by funds for the program.

The fact remains that it is in the financial interest of the broad-
casters, the satellite and cable folks to make sure that each TV-
viewing household knows about the DTV transition. The last thing
the industry wants to do is lose viewers. The broadcasters should
be commended for the work that they are going to do to ensure con-
sumers to be aware of that transition and I am confident that they
will continue to do more than their share to ensure that the transi-
tion is successful.

It should be noted that the transition has been difficult for our
local broadcasters. Individually, each broadcaster has had to invest
significant sums, often more than a million bucks, to make this
Government imposed transition; not to mention the energy and the
insurance costs for operating both analog and digital facilities at
the same time. Our local broadcasters are to be commended for
doing their part. Had it not been for their hard work and sacrifice,
the transition would not have been possible.

However, if any of my colleagues on either side of the aisle have
doubts or concerns about the industry’s resolve to educate consum-
ers, I would urge them to cosponsor and pass H.R. 608, the Digital
TV Consumer Education Act. Make no mistake, if we alter any of
the fundamental pillars of the DTV Act plan, like changing the
auction date or the spectrum allocations, we jeopardize, jeopardize
the 24 MHz of public safety spectrum and the billion dollar public
safety grant that was included in the legislation. The stakes are too
high to gamble and we have come so far. We should try to risk
avoid strain from that well-plotted course.
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As I conclude my opening statement, I would just like to high-
light a few of the relevant numbers again. Fifteen million exclu-
sively over-the-air homes; 94 million cable and satellite homes. Pro-
jected demand for the subsidized converter box is 21.8 million.
Thirty-three and a half million converter boxes are available
through the Federal coupon program, which is, should be, more
than enough to cover the 21.8 million. But the numbers that mat-
ter the most are the 24 MHz of spectrum and the billion dollars
for public safety.

I look forward to hearing from the panel today. The 9/11 Com-
mission understood the importance of ensuring that our first re-
sponders have the equipment and the spectrum necessary to com-
municate in times of emergency. I am proud that we were success-
ful in not only passing the DTV transition last Congress, but we
are also providing a helping hand to enable our first responders to
better protect all of America.

Mr. MARKEY. The gentleman’s time——

Mr. UpTON. Oh, wait. If I could just submit a unanimous consent
to put in a letter from Thomson indicating that they will have the
converter sets available by January 1, 2008.

Mr. MARKEY. Without objection it will be included.

Mr. UPTON. And also to allow Congresswoman Blackburn, to sit
in and participate in the normal process, as she is not a member
of this subcommittee?

Mr. MARKEY. Without objection Mrs. Blackburn will be allowed
to participate in the hearing and she will be recognized after all of
the members of the subcommittee have been recognized, but we
welcome you. Thank you. The Chair recognizes the gentleman from
Michigan, the chairman of the committee, Mr. Dingell.

OPENING STATEMENT OF HON. JOHN D. DINGELL, A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF MICHI-
GAN

Mr. DINGELL. Mr. Chairman, I thank you and I commend you for
holding this hearing. This is the first oversight hearing on the digi-
tal television transition since the law that set a hard date to turn
off analog television was enacted more than a year ago. I think
that careful oversight is going to be very much needed because I
have great apprehensions that a fine mess lies before us.

Mr. Chairman, consumers deserve a clear picture of the digital
television DTV transition. This committee will work hard in the
coming months to see to it that the public and private stakeholders
are doing all that they should to prepare consumers. Much will be
gained for our country if the transition is done properly and is suc-
cessful. The timely return of the spectrum will produce significant
public benefits, particularly for the first responders and wireless
innovators.

Indeed, led by my good friend Mr. Stupak of Michigan, many of
us voted to use the bulk of the spectrum auction proceeds, $5.8 bil-
lion, for first responder interoperability. Unfortunately, that law
was enacted in the previous Congress and set aside far less funding
for first responders. Decisions being made now by this administra-
tion and others will lay the foundation for success of the transition;
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good decisions that put the consumer first will go far towards en-
suring a timely return of the analog broadcast spectrum.

Consumer adoption is the lynchpin of a successful DTV transi-
tion. I suspect few consumers know that they will need to purchase
new equipment to keep their analog television sets working. We
must reach all Americans with accurate information about the
transition date and about the coupon program. The law established
a first-come, first-served converter box coupon program. That im-
poses significant perils on portions of our society that may or may
not be aware of that feature of the law.

When that money runs out many households, including those de-
pendent on free, over-the-air television, for every day for their local
news, weather and emergency alerts may be left with a blank
screen. Retailers must provide consumers with simple and useful
information. When consumers walk into a store, the necessary
equipment, including eligible low-cost converter boxes, must be in
stock and visible on the shelves.

Consumers should see effective informational displays and be
able to pick up coupon applications right at the store where the
boxes are sold. Sales associates should accurately answer questions
and assist coupon holders in obtaining eligible low-cost boxes. Con-
sumer electronics manufacturers must also make certain that af-
fordable converter boxes are produced in sufficient numbers and
available to retailers in the proper timeframe.

Given that coupon distribution will begin in January 2008, I am
curious whether orders have been placed to produce low-cost boxes
and in what quantities. How will manufacturers market, promote
and test the boxes? Will there be installation or antennae assist-
ance? Will product labeling easily identify coupon eligible boxes?
The most crucial part of any consumer education campaign is the
efforts of the broadcast industry, itself. Broadcast television is a
powerful media to reach consumers.

Local broadcasters must begin a thorough public education pro-
gram as the coupons become available next January. Broadcasters
should also partner with local retailers and community organiza-
tions to promote outreach to hard-to-reach populations. Cable oper-
ators must also do their part. They must provide accurate and ap-
propriate information to guide their subscribers through this tran-
sition. It must be noted that retailers and wholesalers and others
involved in the sales of television equipment must also do their
share and must not sell equipment which will not best suit the
needs and the concerns of the consuming public.

Importantly, Government agencies such as the Federal Commu-
nications Commission and the National Telecommunications and
Information Administration must step up their efforts. There has
been too little appreciation for the task of properly informing and
equipping American households. It is the responsibility of the FCC
to inform all Americans about the transition and coordinate the
technical steps required to usher in full digital broadcasting. NTIA
has serious responsibilities here and they must conduct vigorous
consumer outreach regarding the coupon program and they must
keep Congress adequately informed on the progress of their efforts.

As we prepare for February 2009 we should not forget that we
are asking ordinary people to pay for a Government decision that



6

essentially makes their television sets obsolete. For that reason we
should ensure that this transition is as painless as possible for
American consumers and that they have all of the information
needed to protect themselves in what could be a dangerous under-
taking for their viewing interests. Thank you, Mr. Chairman.

Mr. MARKEY. The Chair recognizes the gentleman from Illinois,
Mr. Shimkus.

OPENING STATEMENT OF HON. JOHN SHIMKUS, A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF ILLINOIS

Mr. SHIMKUS. Thank you, Mr. Chairman. Remember what we did
in the Deficit Reduction Act of 2005? The primary responsibility
was to get 24 MHz up to the first line responders and a billion dol-
lars to help in that transition, but I want to highlight something
that I covered in a hearing of last week; it is up on the screen, it
is up on this placard and it is really the best way to get a hold of
some numbers to understand whether we have enough money or
whether we don’t have enough money.

At last week’s DTV hearing I walked through the converter box
numbers with NTIA, demonstrating that the initial $990 million al-
located to the program would cover demand. Some said I did it too
quickly, so I thought I would do it again, this time with some help.
According to the FCC’s most recent estimate, there are 15.36 mil-
lion exclusively over-the-air homes. NAB’s February 2007 survey
projects that 25 percent of the over-the-air homes may want a sub-
sidized converter box; that comes to 3.84 million homes. Over-the-
air homes tend to have two televisions for a total of 7.68 million
subsidized converter boxes.

According to the same FCC estimates, there are 94.23 million
cable and satellite homes. According to NAB, 15 percent of cable
and satellite homes may want a subsidized converter box. That
comes out to 14.13 million homes. Those homes are likely to have
only one television not connected to their cable or satellite service,
so that is a total of 14.13 million subsidized converter boxes. If you
add those numbers together you get 21.81 million subsidized con-
verter boxes. That is less than the 22.25 million subsidized con-
verter boxes that the initial $900 million less the administration
costs can fund.

And I would like to point out the consumer electronics industry,
the ones who actually are making and selling the converter boxes,
thinks the numbers needed will be even smaller. I realize that
many of these numbers are estimates, however. If they are accu-
rate, then we are headed in a great direction. When we passed the
Deficit Reduction Act of 2005 with these provisions included and I
personally think we did a good job.

I will end, again, with my primary, my opening part of this was
it is all about dollars and cents and priorities. And the number one
priority is get the spectrum to the first line responders so they can
communicate. The second major responsibility is to make sure that
we have money to help in the interoperability. That is all what this
debate is primarily responsible and I think, budgetary, we can de-
fend the $990 million for the set top converters.

With that, Mr. Chairman, I will yield back my 20 seconds.



7

Mr. MARKEY. The gentlelady from California. Let me go to the
gentleman, if you wouldn’t mind, let me recognize the gentleman
from Michigan. I know he has got to run.

OPENING STATEMENT OF HON. BART STUPAK, A REPRESENT-
ATIVE IN CONGRESS FROM THE STATE OF MICHIGAN

Mr. StuPAK. Thank you, Mr. Chairman, and thanks for holding
this hearing. While I support the transition to digital television, I
do not support legislation passed by the last Congress to implement
the DTV transition because it does not do enough to help consum-
ers and it fell short of what could be done to help public safety.
Nonetheless, the legislation passed and now we have to make sure
it is implemented in a way that best meets the needs of consumers
and public safety.

I supported setting a hard date to finally give an additional 24
MHz of spectrum to public safety agencies to improve first re-
sponder communications. I am also a strong supporter of freeing up
this beachfront spectrum to speed advanced wireless and Internet
services to rural America. Unfortunately, these benefits come at
the expense of rendering 69 million analog television sets useless.
Many of these sets are in homes which have cable or satellite for
their primary TV, but their other television sets in their homes will
be affected by this transition.

Perhaps more importantly, there are 21 million households who
depend solely on over-the-air television. The average income of
these over-the-air households is $30,000, which is representative of
my district. Forty-one percent of the over-the-air viewers can’t af-
ford cable or satellite. Over-the-air viewers are more likely to live
in rural America and they are more likely to be older. Consumers
didn’t ask for this transition. They don’t know it is coming and they
are not going to appreciate being hit with a $50 TV tax. They are
going to need to be educated about how to make their TVs work
after February 19, 2009. Americans will need to be persuaded that
this transition is a good thing.

Under the best case scenario, we have a tall order ahead of us.
Unfortunately, the Deficit Reduction Act did nothing to provide us
for this best case scenario. Instead of funding for a robust coupon
program and education campaign, we have a piecemeal approach
that will inevitably lead to confusion and television sets being left
in the dark come January 2009. Let me be clear, it did not have
to be this way. I voted for an alternative bill that provided a con-
verter box to every household that needed one. In addition, I fought
to direct the remaining spectrum proceeds to help public safety up-
date their communications equipment.

Public safety officials need additional spectrum but they also
need modern equipment. Yet, this administration has committed
just $2 billion to interoperability upgrades since September 11 to
meet a need that is estimated to be $18 billion. I offered an amend-
ment to direct $5.8 billion of the spectrum auction money to create
a public safety communications trust fund for interoperability. Un-
fortunately, my amendment failed on a tie 24-24 party line vote.
Republican leadership chose much of the $20 billion from the sale
of the spectrum to offset another round of tax cuts for the wealthi-
est Americans rather than to adequately compensate consumers for
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this digital transition and invest in first responder communica-
tions.

In closing, unless we want these converter boxes thrown at us,
Congress had better meet its obligation to consumers and make
DTV transition as inexpensive and as least burdensome as pos-
sible. With that, I yield back, Mr. Chairman. Thank you for the
time.

Mr. MARKEY. The gentleman from Oregon, Mr. Walden.

OPENING STATEMENT OF HON. GREG WALDEN, A REPRESENT-
ATIVE IN CONGRESS FROM THE STATE OF OREGON

Mr. WALDEN. Thank you very much, Mr. Chairman. I look for-
ward to hearing from our witnesses today and appreciate the
breadth and scope of their testimony. I do have to take some excep-
tion with my friend and colleague from Michigan when he indi-
cated that the Deficit Reduction Act did nothing to help consumers.
There is $1.5 billion in there to help subsidize these consumer con-
verter boxes, which in my part of the world, is still a lot of money,
billion and a half.

Now, the one thing I would say is that I had my own reserva-
tions, as many of you know, about this legislation and the hard cut-
off date, recognizing a cutoff date was essential, but was not con-
vinced that the market was ready for this and that agreements had
been in place before that spelled out how this transition would
occur. Clearly, those agreements have gone by the wayside and we
have a new law in place that sets a hard cutoff date.

With a hard cutoff date in place, the worst thing we could do is
change it, because, I think, the manufacturers are ramping up to
make the converter boxes; consumers are beginning to get educated
and the real issue for us now is how do we effectively educate con-
sumers in a timely and appropriate way so that they are ready for
this transition. I know at one point, the cutoff date was going to
be New Years Day of 2009, which I thought was pretty stupid, ac-
tually, because most of us would wake up that day and turn on our
televisions; if they didn’t work, you had no place to except to the
phone book to call your Member of Congress. I would prefer they
go to Radio Shack or somewhere else and get the converter box. Of
course, those stores would have been closed.

The other thing I would say is I stayed up late last night to read
the Constitution. Right next to the second amendment, which deals
with guns, is how we deal with televisions and so I do think we
have to be cognizant of this right of consumers to get TV the way
they have been getting it in the least disruptive way or we are all
going to hear about it, so it is important for all of us to get it right.
The date is there, the transition needs to happen. First responders
need the spectrum and frankly, the Government can better use the
funds from the auction for essential Government services, including
helping first responders.

I think consumers are used to technological changes. Nobody
likes having to buy one of these boxes or upgrade their software
when some operating system changes, but we recognize that is the
price of progress, too. So we are going to do our part to help those
who need the help the most. We need to make sure that as few sets
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are rendered inoperable as possible and that HD signals are passed
through the cable systems to analog sets in an un-degradated way.

And T look forward to your comments today as we work to make
this happen in a positive direction. I look forward to working with
you in the future to make sure consumers are duly educated and
ready for this transition. Thank you, Mr. Chairman.

Mr. MARKEY. The Chair recognizes the gentlelady from Califor-
nia, Ms. Harman.

OPENING STATEMENT OF HON. JANE HARMAN, A REPRESENT-
ATIVE IN CONGRESS FROM THE STATE OF CALIFORNIA

Ms. HARMAN. Thank you, Mr. Chairman. Good morning to our
witnesses. Over 5 years ago, former Congressman Curt Weldon and
I introduced the Hero Act to clear 24 MHz of spectrum in the 700
MHz band for our Nation’s first responders for public safety com-
munications. In the mid-1990s this committee and that Congress
promised that the spectrum would be cleared by the end of last
year provided that the DTV transition was well under way. The
DTV transition was not well under way, so we have moved the
deadline to 2009.

I view this decision, to move the deadline, as extremely problem-
atic. I believe there is ample evidence that we could face more ter-
ror or natural disasters on the scale or bigger than 9/11 and
Katrina before 2009 and what will that mean? Well, ask Mary
Fetchet, one of our witnesses today, who will explain to you exactly
what that means and then sober up everybody and understand that
we just better find the way to keep this promise.

Mary and the 9/11 families like her are the reason Congress has
taken action at all. And in the memory of Mary’s wonderful son,
Brad, and the numbers of first responders and other family mem-
bers that were lost on 9/11, we simply cannot fail. Last week at our
hearing with NTIA chief, John Kneuer, I said, and I just want to
repeat it today, I feel very strongly about this; that this is not a
broadcaster relief issue.

This is a public safety issue and to those who are going to cite
all the problems with the converter boxes and the details of the
transition, I just say to you, you have spouses and parents and
children who live in communities all over America. Those commu-
nities are vulnerable today, as they were on 9/11 because we have
not fixed this problem. If we have one of these catastrophic attacks
and you lose your Brad, what will you say about your failure to
act? I yield back, Mr. Chairman.

Mr. MARKEY. The gentlelady’s time has expired. Chair recognizes
the gentleman from Virginia, Mr. Boucher.

Mr. BOUCHER. Thank you, Mr. Chairman. I am going to waive
an opening statement and reserve time for questions.

Mr. MARKEY. Gentleman reserves his time. Gentleman from New
Jersey, Mr. Pallone.

OPENING STATEMENT OF HON. FRANK PALLONE, JR., A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF NEW JER-
SEY

Mr. PALLONE. Thank you, Mr. Chairman, and I want to thank
you for holding this very important oversight hearing on the digital
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television transition. And I would also like to welcome our panel-
ists, who will play a very large role in this mandated transition.
Mostly, I am interested in what measures we can all take to pre-
pare the country. With good intentions last year, Congress passed
the law setting a hard date for the digital television transition.

Without modification, such as a digital converter box or subscrip-
tion service, approximately 70 million analog TVs will go black
after February 17, 2009 and my concern is that most Americans
have no idea that this transition is coming. The task of educating
over a hundred million U.S. households is enormous. There should
be no disagreement that we have not provided nearly enough fund-
ing to the various agencies responsible for the transition. Berlin,
Germany needed nearly $1 million for its entire city and we have
allocated a mere $5 million for the whole country. Anyone can do
the math and figure out that is not going to work.

And now that the date is set, I do not believe it should be post-
poned. The resulting spectrum auction will have large impacts on
the public safety communications and that should not suffer. In-
stead, we must all work together and share the responsibility of
making this as smooth a transition as possible. I, myself, am tak-
ing steps to help educate my constituents. I am writing a letter
shortly alerting them to the transition. I have also made arrange-
ments with local radio stations to record public service announce-
ments and I just want to commend the industries like NAB, LG
and NCTA, who have already taken voluntary efforts to create a
DTV transition coalition.

I am afraid, however, that you will have to pick up where the
administration leaves off and it is my hope that you are willing and
ready to do so. We have a lot of work to do over the next 2 years.
I strongly believe this must be a fully coordinated effort so that
American consumers are not blindsighted by the transition to DTV.
Obviously, today’s hearing is an important part of that process.
Thank you again, Mr. Chairman.

Mr. MARKEY. The gentleman’s time has expired. The Chair notes
the presence of the ranking minority member of the committee, Mr.
Barton. If he would seek recognition, we would recognize him at
this time.

Mr. BARTON. Thank you, Mr. Chairman. It sounds like you have
what I have had. You seem to have a little bit of a chest cold.

Mr. MARKEY. I have already explained that it is pollen. It is glob-
al warming. It is excessive fossil fuels in the atmosphere finally
coming back in this catastrophic

Mr. BARTON. Having to put up with the pesky minority. We un-
derstand. I especially understand because I have sat where you are
sitting now, so I

Mr. MARKEY. It is a burden I am willing to bear to be the major-
ity.

OPENING STATEMENT OF HON. JOE BARTON, A
REPRESENTATIVE IN CONGRESS FROM THE STATE OF TEXAS

Mr. BARTON. I would like to thank you for your continuing inter-
est in the digital television transition. This is the second hearing
in as many weeks that has been called to take a second look at leg-
islation that we passed several years ago. The bill that we did pass
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was such a good compromise that it passed this particular commit-
tee 33 to 17. Then it also passed the House and the Senate.

We understand that there are some concerns about the converter
box program that is in the law as it currently is. We understand
that there is some concern that we should do consumer education
differently. Having said that, just because there is some lingering
concerns about the bill doesn’t mean that it is time to go back and
redo it all over again. I personally believe that we go the balance
right when we did it and I hope that we will stick with it.

People in the industry and people in the country, the affected
stakeholders, I think, will benefit by sticking with what we already
have. Broadcasters are going to return 24 MHz of spectrum to be
used by first responders, implementing one of the 9/11 Commis-
sion’s recommendations. The FCC will auction 60 MHz of spectrum
for wireless broadband. One billion dollars of these proceeds are
going to be used in grant programs to help give police, fire fighters
and paramedics the equipment they need to better communicate
with each other and with us when we need them most.

Another $1.5 billion is available for consumers who may still
wish to use their old analog television sets with rabbit ears after
February 17, 2009. Under the NTIA’s rules that have been promul-
gated, all households may request, free of charge, one or even two
converter boxes, and the cost is going to be subsidized from the
first $990 million allocated to the program. If NTIA needs the re-
maining $510 million, only homes without cable or satellite service
will be eligible for this second round of funding. That is to ensure
that the subsidized converter boxes go to those who really need
them the most.

I hope that the added money won’t be necessary. A dwindling mi-
nority of Americans use analog television sets with over-the-air an-
tennas. Fewer still will want taxpayers to give them a subsidy.
After all, they are taxpayers, too. Using broadcaster demand pro-
jections and FCC estimates of number of the over-the-air cable, and
satellite homes, it appears that we would need approximately 21.8
million subsidized boxes. The consumer electronics industry the
ones who are actually building and selling the boxes—think that
the demand is going to be considerably less than that.

Regardless, the $990 million fund, by itself, can fund 22.25 mil-
lion converters, which is a number larger than 21.8 million. Keep
in mind, anyone can accumulate the requisite wealth to buy a $60
converter box, if they wish to, just by putting their pennies and
dimes into their piggy banks.

Yes, the Senate’s Byrd rule stripped the consumer education re-
quirements other than the $5 million for the NTIA. But these are
the broadcasters’ consumers. And those of the cable, satellite, retail
and consumer electronics industries. They have every incentive to
inform the American public how to manage the transition. They are
in a far better position to do so, with almost 2 years still to go, I
might add.

I continue to think that the bill, as it is, is right, but I am not
in the majority now. You can allocate more money for converter
boxes if you think it is necessary. If you don’t think industry is
going to do enough to educate their own consumers, you can move
H.R. 608, the bill that I have introduced with Mr. Upton and Mr.
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Hastert to replace the consumer education requirements that were
stripped out in the Senate by the Byrd rule. Or you can introduce
your own consumer education bill. We shouldn’t squabble over the
coupon program; the public safety and other benefits of this legisla-
tion are too important.

I also, before I yield back, Mr. Chairman, want to welcome Mary
Fetchet from the Voices of September 11th for testifying. I hope her
presence will help us keep things in their proper context as we look
at this issue. With that, Mr. Chairman, I hope you feel better soon.
I yield back.

Mr. MARKEY. I thank the gentleman very much. The Chair recog-
nizes the gentlelady from California, Ms. Solis.

OPENING STATEMENT OF HON. HILDA L. SOLIS, A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF CALIFOR-
NIA

Ms. Sowris. Thank you, Mr. Chairman, and I won’t sound like
Luca Brasi. But I want to thank you for this hearing, Mr. Chair-
man, and also Ranking Member Upton. I want to thank our wit-
nesses that here today and I especially want to thank a good friend
of mine, Alex Nogales, who has agreed to testify, representing the
National Hispanic Media Coalition based in Los Angeles, for com-
ing all the way out here today. I worked with Mr. Nogales for the
past few years on telecommunication issues important to the
Latino and under-represented communities.

The deadline for the digital television transition is fast approach-
ing. In just 9 months the NTIA’s coupon program to provide con-
sumers with financial assistance to purchase a set top digital con-
verter box will soon begin and I join with my colleagues in voicing
serious concerns that some consumers, particularly low-income mi-
nority communities, will be left behind in the DTV transition.
Households with over-the-air television sets and no cable or sat-
ellite service are disproportionately low-income and many, in some
cases, are Spanish speaking.

The Deficit Reduction Act allocated a relatively small amount of
money for the NTIA to educate consumers across the country about
the transition and the set-top box coupon program. It seems that
the NTIA and FCC are relying heavily on education and outreach
from the industries affected most by the DTV transition. So there-
fore, I am eager to learn today how all of the industry is impacted,
including broadcasters, cable providers, retailers, advocates and
manufacturers are working to make the transition a positive
change for all consumers.

And I hope that the witnesses today will address outreach efforts
to households with limited Internet access, language barriers, cul-
tural barriers, outlining more creative solutions to ensure that all
consumers are educated about the DTV transition. I want to thank
the witnesses again and look forward to hearing from all of you.

Mr. MARKEY. The gentlelady’s time has expired. The gentleman
from Pennsylvania, Mr. Doyle.
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OPENING STATEMENT OF HON. MIKE DOYLE, A REPRESENTA-
TIVE IN CONGRESS FROM THE COMMONWEALTH OF PENN-
SYLVANIA

Mr. DoYLE. Thank you, Mr. Chairman. Mr. Chairman, the world
woke up on January 1, 2000 without computer outages, without
power failures and without the end of the world as we know it. We
woke up that day with no major problems because we had been
talking about Y2K and the potential for problems. We are now less
than 2 years away from the end of analog broadcasting as we know
it and if we don’t get this transition right, then dealing with con-
stituents complaining about their TVs not working anymore will be
the least of our concerns.

A few years ago, 20 percent of Americans didn’t know how to set
the time on their VCRs. For millions of Americans, that darn VCR
blinked twelve o’clock until they bought a TiVo or a DVD player.
We now have the challenge of telling millions of people, who watch
broadcast television, also known as our constituents, that the Gov-
ernment has broken their TV sets and that they have to act fast
to get a fix. If we are going to use the spectrum to create interoper-
able communications for our first responders, prevent another trag-
edy that befell the firefighters on 9/11 and we should, then we have
to get this right.

Mr. Chairman, thank you and I yield back my time.

Mr. MARKEY. Gentleman’s time has expired. Gentleman from
Texas, Mr. Green.

OPENING STATEMENT OF HON. GENE GREEN, A
REPRESENTATIVE IN CONGRESS FROM THE STATE OF TEXAS

Mr. GREEN. Thank you, Mr. Chairman, and following my col-
league from Pennsylvania, some of us may still not be able to set
our clocks on our DVDs. The digital transition, it seemed so far
away for so long, it is hard to believe it is almost around the cor-
ner. In less than 2 years 69 million television sets will no longer
be able to receive over-the-air signals due to an act of Congress and
I know that 1.5 billion seems like a lot, but it is interesting, unfor-
tunately, that act of Congress that did that only includes enough
funding to cover maybe half to two-thirds of the cost for about one-
third of those television sets.

Millions of these sets were bought within the last few years,
some as recently as 4 years ago and many consumers are not
aware of it and I know my colleague from Oregon and I, Congress-
man Walden, talked about this a few years ago before the budget
passed that included the transfer and the hard date, but it didn’t
include some of the consumer information that should be out there
now instead of saying we are still talking about it. We are taking
a big gamble that the public will not demand more coupons and I
am afraid that we may lose that bet.

Perhaps retailers and manufacturers who sold those television
sets without warning consumers should contribute toward the cou-
pon program. We expect that we are not going to get enough funds.
The public owns the spectrum and we are moving them involuntar-
ily, so we should compensate them. By failing to compensate all
over-the-air viewers, this plan transfers the wealth from those who
rely on over-the-air, primarily seniors and moderate income fami-
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lies, to the U.S. Treasury. Working families and seniors like many
of my constituents use their television sets for years and do not
tend to go out and purchase a $1,000 high tech television very
often.

I think there is a good chance we are going to need more funding
for the program; the sooner we know about it, the sooner we can
do it. Our district has lots of homes that rely on over-the-air, in-
cluding middle class families, seniors, Spanish speaking consumers.
Our office is going to do everything in our power to inform our con-
stituents about the need to get their coupons early. We are prob-
ably going to include this information in about everything we send
out for the next 2 years to make sure.

My concern is that we should have a pre-order list for coupons
where people can sign up ahead of January 2008. This would give
consumers more time to sign up, starting immediately. It would
also give us a better idea on how many boxes we are going to need
earlier in the process, which will help plan ahead. This list could
encourage production, ordering and stocking of the converter boxes.
This information would help the transition by telling us about
where the demand is and how strong it is that these converter
boxes may be much better than some consumer surveys.

If NTIA keeps a we should start out sooner, maybe we would
have something proactive to tell consumers to do instead of telling
them to get ready for January 1, 2008 and then starting help re-
mind people. Again, I am glad our witnesses are here, Mr. Chair-
man, and I look forward to our committee to continue to publicize
what is getting ready to happen to folks.

Mr. MARKEY. Gentleman’s time has expired. The gentleman from
Nebraska, Mr. Terry.

OPENING STATEMENT OF HON. LEE TERRY, A REPRESENTA-
TIVE IN CONGRESS FROM THE STATE OF NEBRASKA

Mr. TERRY. Thank you, Mr. Chairman, and I just want to say
hello to John and follow up on our last conversation where I e-
mailed you and bragged about buying a new LG HD set that was
on special at Nebraska Furniture Mart, so I am enjoying that, the
transition, and it is the one that doesn’t need a box, that is cable
ready; one of the projects that we worked on and I would agree
with all of the statements of my colleagues up here that we have
to continue to build confidence in the transition and inform of the
hard date and make sure that people aren’t making mistakes in
their purchases today or at least not making uninformed decisions
when they go to Best Buy or Nebraska Furniture Marts of the
world to buy a new television and that is why you are here today.

In an unrelated issue that I think is important to confidence in
the transition to digital and high definition, is an issue that is
more for the broadcasters and cable folks to be before us, but when
a local broadcaster refuses to allow the HD signal to be aired on
a cable network, which has occurred twice in Omaha, and so I want
to bring that up because I think that destroys confidence in the
transition at an early stage, so we are talking about how to build
confidence from now until the transition date, but what is occur-
ring right now, there is an erosion, when those signals are hi-
jacked.
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So I wanted to just put that out there and give it an opportunity.
I may ask one of you what you feel about that. Now, with that laid
on the table, I yield back to the chairman.

Mr. MARKEY. Gentleman’s time has expired. Gentleman from
Washington State, Mr. Inslee.

Mr. INSLEE. I will waive.

Mr. MARKEY. Gentleman from New York, Mr. Towns.

OPENING STATEMENT OF HON. EDOLPHUS TOWNS, A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF NEW
YORK

Mr. TowNs. Thank you very much, Mr. Chairman, for holding
this hearing. We need to make sure that DTV transition is handled
smoothly because the benefits of transitioning are enormous, open-
ing up desperately needed spectrum for first responders. I believe
my constituents will support this transition if they know how to
keep their TV signal and that they know why it is important. I look
forward to hearing from our witnesses on how they plan to educate
consumers and on what other ways Government or industry can
take to prepare us.

First, let me welcome all of the witnesses and I am especially
pleased to see Mr. Glenn Britt, the CEO of that fine cable com-
pany, Time Warner, a leader in the transition digital. Glenn’s pres-
ence is a testament to his commitment to make the transition a
success. I look forward to hearing his thoughts on educating the
public about the transition and making the transition as seamless
as possible.

There are varying estimates of the number of analog TV sets still
in use and I am concerned that the outreach and implementation
of this program will not be sufficiently targeted. How will one of
my senior constituents know how to get and plug in their converter
box? I have a very diverse district and how many different lan-
guages will the outreach be available for them. This level of detail
in the program will be crucial to make sure our constituents don’t
lose their TV signal.

In addition, I am eager to hear the witnesses’ concerns about
converter box technical rules. We are right to address the consumer
education and other issues, but I believe that any uncertainty in
the box technical rules will have serious repercussions all the way
down the line because of the delay of manufacturing, testing, ap-
proval and distribution. I am eager to hear from our witnesses on
these crucial considerations and I thank them for taking the time
to appear before us today. And Mr. Chairman, on that note, I yield
back the balance of my time.

Mr. MARKEY. The Chair recognizes the gentlelady from Ten-
nessee, Mrs. Blackburn.

OPENING STATEMENT OF HON. MARSHA BLACKBURN, A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF TEN-
NESSEE

Mrs. BLACKBURN. Thank you, Mr. Chairman. I want to thank
you and Ranking Member Upton for allowing me to participate in
the hearing. This is an issue that is of tremendous importance to
my constituents in Tennessee. So many are involved in the enter-
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tainment industry. And we know that there is another side to this,
also, which is the public safety aspects and the 24 MHz and having
that spectrum made available and made available quickly.

I think that we would all agree that the problems that are before
us with the issue are solvable problems and we should not focus
on those; we should focus on what will be the end result, which is
improved safety in the times of national disaster. This is some-
thing, as the gentlelady from California so beautifully stated, this
has languished for too long. We have allowed procrastination to
take hold and this process not to be completed. The legislation has
been passed. We know that this is something that should be done
and done in a timely manner and that there should be not one sin-
gle excuse accepted for missing this deadline.

I look forward to hearing from our witnesses and again, I thank
you for the opportunity to participate.

Mr. MARKEY. The gentlelady’s time has expired. All time for
opening statements by members of the committee has expired.

We will now turn to our panel. Our panel consists of Mr. John
Taylor, who is vice president of public affairs for LG Electronics,
a manufacturer of consumer electronics devices. Mr. Taylor rep-
resents LG in matters before Congress and the executive branch.
James Yager, who is the chief executive officer of Barrington
Broadcasting, a consortium of 21 local television stations located
throughout the United States.

Mr. Alex Nogales is president and chief executive officer of the
National Hispanic Media Coalition, a nonprofit advocacy organiza-
tion that represents the interests of Latinos in telecommunications
policy. Next, Mr. Glenn Britt, who is the chief executive officer of
Time Warner Cable, the Nation’s second largest cable television op-
erator. Next, it is our honor to have with us Ms. Mary Fetchet, who
is the founding director of Voices of September 11th, an advocacy
organization that represents families who lost loved ones in the
World Trade Center attacks. Thank you for coming today.

And finally, Mr. Michael Vitelli, who is senior vice president of
consumer electronics and general manager of Home Solutions Op-
erating Group for Best Buy. Mr. Vitelli is responsible for Best
Buy’s consumer electronics product lines. So each of you will have
5 minutes and then we will go to questions from the subcommittee
members. Mr. Taylor, when you feel comfortable, please begin.

STATEMENT OF JOHN TAYLOR, VICE PRESIDENT, PUBLIC
AFFAIRS AND COMMUNICATIONS, LG ELECTRONICS USA, INC.

Mr. TAYLOR. Thank you, Mr. Chairman. My name is John Taylor.
I am the vice president of public affairs for LG Electronics. I also
serve as the chairman of the HDTV Committee for the Consumer
Electronics Association and vice chair of the Video Division. I have
been involved in HDTV personally for a number of years. In fact,
I was at Zenith, Mr. Chairman, 20 years ago working on HDTV
when you held that first hearing. We should all take great pride
in the progress we have made over these years and we have really
come a long way. I feel like we are on the 20 yard line and we are
going to make the touchdown in just 692 short days.

A brief word on my company. We are one of the world’s leading
manufacturers of television sets and flat panel displays. LG is also
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the parent company of Zenith, which was one of the primary devel-
opers of the digital television standard. But I think apropos to
today, it is important to point out that LG Electronics is also one
of the early developers of the digital to analog converter box in con-
junction with our friends in the broadcast area with the Association
for Maximum Service Television and the National Association of
Broadcasters. Two companies, LG Electronics and RCA, developed
prototype boxes to help define the specifications and create a ref-
erence designed for the industry.

Mr. MARKEY. Could you hold that up so the Members can see it?

Mr. TAYLOR. Sure.

Mr. MARKEY. Thank you.

Mr. TAYLOR. And I will discuss that a little more in few minutes.
Three issues I would like to address today. The NTIA’s specifica-
tions for these converter boxes; the pricing and timing and avail-
ability of the boxes; and this very important issue of consumer edu-
cation.

First, the NTIA has now issued its specifications and rules which
gives us, as manufacturers, the certainty we need to move ahead,
complete the development of these boxes and prepare for mass pro-
duction. The NTIA provides the appropriate level of features nec-
essary to provide reliable reception and to enable consumers to use
these boxes.

The NTIA correctly did not require additional features beyond
the basic function of the box, which is to receive digital signals and
output them to existing analog sets. This kind of box doesn’t in-
clude a DVR, digital video recorder or a DVD player. It doesn’t
even output high definition. We have other products that do that
and consumers will buy those beyond the coupon program.

But the NTIA did permit a number of valuable features not re-
quired, but as optional features that we think provide value. For
instance, our implementation includes a very simple electronic pro-
gram guide that allows consumers to navigate through these new
digital channels, especially the new multicast channels that are
coming from the broadcasters. And finally, the NTIA, in establish-
ing minimum performance standards, we think, is very, very im-
portant to the success of the program to assure that the consumer
experience measures and that consumers have a great experience
when they get that box home.

Second, regarding the number of coupons and the box price. The
number of coupons is really hard to put your finger on at this
point. We have heard lots of numbers here this morning. We think
that there will be a demand for tens of millions of boxes, but when
you look at what is going to happen over the next 2 years, between
now and February 2009, more than 60 million digital television re-
ceivers will be purchased by American consumers, separate from
the coupon program. That is a result of the FCC’s tuner mandate
that requires all television sets shipped in interstate commerce, as
of this past March, to have those digital television tuners. Our plan
at LG Electronics is to introduce this converter box in time for
early 2008 in time for the converter coupon program and expect it
to sell for around $60.

Finally, consumer education efforts are really crucial to the suc-
cess of the overall program and the manufacturers are undertaking
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a vibrant consumer education effort. We are taking an active role
in the new Digital Television Transition Coalition, whose singular
goal is to assure that no consumer’s analog TV goes without free
over-the-air television service for lack of information. And even
though we have just launched a month ago, there is a tremendous
amount of momentum already with the Web site being launched
and moving into multilingual Web sites and continuing that effort.

My company is preparing for the launch of this box and we will
have a toll-free number for consumers to call, easy installation in-
structions so consumers can understand. This basically is the box
that goes on Grandma’s TV and Grandma needs to be able to hook
it up herself. It has a very simple input and out put, simple in-
structions, should be able to use your existing antenna.

Finally, we are stepping up our sales training efforts, as well, to
make sure that this is a successful activity and our colleagues in
the industry are doing the same. I am proud to report that the con-
sumer electronics industry will continue its efforts to educate con-
sumers.

[The prepared statement of Mr. Taylor follows:]

TESTIMONY OF JOHN I. TAYLOR

Mr. Chairman and members of the Subcommittee, my name is John I. Taylor. I
am senior vice president at LG Electronics USA, Inc. I also serve as chairman of
the High-Definition Television (HDTV) Committee of the Consumer Electronics As-
sociation (CEA) and vice chairman of CEA’s Video Division. I also represent LG
Electronics as a founding member of the new Digital Television Transition Coalition.
I welcome the opportunity to appear before you today to speak about the exciting
transition to digital television (DTV).

LG Electronics USA is the North American subsidiary of LG Electronics, a $48-
billion multinational electronics and communications firm. One of the world’s larg-
est manufacturers of television sets and of TV flat-panel displays, LG Electronics
has established itself as a global digital leader, and its LG brand is among the fast-
est-growing in the United States.

LG Electronics also is the parent company of Zenith Electronics Corporation (Ze-
nith), the U.S. technology company that developed the VSB (Vestigial Side Band)
digital transmission system adopted by the Federal Communications Commission as
the centerpiece of the Nation’s DTV broadcast standard.

Decades ago, Zenith was instrumental in the founding of both the National Asso-
ciation of Broadcasters (NAB) and CEA. In addition to its long-time leadership in
digital HDTV, Zenith pioneered industry standards for black-and-white and color
television and is credited with the invention of countless industry-leading innova-
tions, including Stereo FM radio, television stereo sound, television remote controls
and flat color picture tubes, to name a few. Zenith was one of the first developers
of HDTV technology, beginning in 1988. In 1993, Zenith helped found the Digital
HDTV Grand Alliance, which developed the Advanced Television Systems Commit-
tee (ATSC) DTV broadcast standard.

Building on this extensive experience, and the combined strengths of LG Elec-
tronics’ worldwide engineering and production capabilities and the Zenith R&D ca-
pability in the United States, LG Electronics has led the industry in optimizing DTV
broadcast reception. In particular, LG Electronics’ fifth-generation VSB chips, which
eliminate multipath interference concerns, are considered top performers by both
broadcasters and consumer electronics industry analysts.

As part of our commitment to driving the DTV transition to a successful conclu-
sion, LG Electronics and its U.S. R&D lab, Zenith, partnered over the past two
years with the NAB and the Association for Maximum Service Television in a joint
effort to develop prototype high-performance, low-cost digital-to-analog converters to
enable existing analog TVs to continue to receive free over-the-air broadcasts after
the Nation’s switch to all-digital broadcasting in 2009. This alliance with broad-
casters accelerated LG Electronics’ product development timetable, resulting in pro-
totypes that meet the goals set forth by the National Telecommunications and Infor-
mation Administration (NTIA) and the establishment of a state-of-the-art reference
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design for the industry. So, I believe, it is obvious that LG Electronics has a signifi-
cant stake in the digital transition.

The Committee is focused today on the status of the Nation’s transition to digital
television technology. Mr. Chairman, LG Electronics shares your view that success-
fully concluding this transition is of critical importance. This Committee has been
instrumental in advancing DTV’s deployment, and as a result, today we are seeing
exciting marketplace developments involving digital technologies. Digital trans-
mission offers incredible high-resolution video, and anyone who has experienced
HDTYV becomes an instant believer in this technology. In addition to these benefits,
the digital transition provides an opportunity to return spectrum for important gov-
ernmental objectives (including public safety and homeland security needs) and to
deploy new commercial technologies for consumers.

Many important issues are associated with the DTV transition, including manu-
facture of boxes compliant with NTIA’s requirements; government assistance to help
consumers purchase boxes capable of converting free, over-the-air DTV broadcast
signals for viewing on their existing analog TV sets; and consumer education. Please
permit me to address these three areas this morning.

When LG Electronics testified before this Subcommittee in 2005, we stated that
factors such as the level of technology and unit sales volume influence any estimate
of converter box costs. NTIA now has issued technical specifications for converter
boxes eligible to be covered by the coupon program, giving manufacturers the cer-
tainty we need to prepare for mass production of these devices. The NTIA rules help
manufacturers to know what we must build and to have some ability to estimate
the cost of our converter boxes.

Consistent with the intent of Congress, NTIA’s specifications provide an appro-
priate level of features necessary to provide reliable reception and to enable consum-
ers to use the boxes satisfactorily. Some of NTIA’s converter box elements are re-
quired, while others are permitted (but not mandatory). NTIA addressed encoding;
output formats; Program and System Information Protocol (PSIP) processing; the
range of capability for receiving radio channels; radio frequency input and output
requirements; composite output; and interference levels. Also, NTIA required that
converter box equipment must display all channels; must provide closed captioning,
emergency alert systems, and parental controls; will include a remote control; and
must meet energy efficiency standards. These parameters should yield converter
boxes sufficient for average, non-technical consumers to enjoy the DTV experience.

We are pleased that NTIA did not mandate additional features that are not re-
quired to convert a digital over-the-air signal, as that would have increased the
prices of converter boxes by a significant margin. Rather, NTIA permitted manufac-
turers to include a limited range of “no frills” functions in eligible converters so that
they will be easy to use and perform well.

For example, NTIA permitted the optional inclusion of a simple electronic pro-
gram guide (EPG), and this adds very little to a converter box’s price. But the EPG
will make the box much easier to use, and this is especially important because digi-
tal broadcasters can “multicast” or transmit multiple programming streams via
their DTV signals. This multicasting greatly expands the number of program offer-
ings made available to over-the-air television viewers. Allowing simple EPGs in eli-
gible boxes will enable these viewers to navigate multicast channels and thereby
maximizes the number of viewers able to enjoy the benefits of DTV technology.

In addition, we are pleased that NTIA’s rules help to ensure that the performance
quality of the converter boxes eligible for the coupons remains at a high level con-
sistent with the needs and expectations of consumers. By adopting minimum per-
formance requirements, NTIA has enhanced significantly the likelihood of success
for the overall program by helping to assure that the devices eligible under the cou-
pon program perform to the satisfaction of American consumers. NTIA’s specifica-
tions are now clear, and at LG Electronics, we are moving forward rapidly to comply
with these standards as quickly as possible.

Regarding Government assistance for consumers to purchase converter boxes, we
are pleased that NTIA provided that households with analog-only sets reliant on
over-the-air TV services are not excluded from participating in the coupon program
initially. By NTIA’s expanding the definition of households eligible to participate in
the coupon program beyond that proposed in its original notice, the program should
attract more interest and benefit consumers.

NTIA has recognized that many consumers may neither need nor want a coupon
to purchase a converter box. Between now and February 2009, according to CEA es-
timates, American consumers will purchase more than 60 million television receiv-
ers and set-top boxes with over-the-air DTV tuning capability, independent of the
converter box program. This is in addition to the 50 million DTVs purchased by con-
sumers in the past 5 years (2002-06).
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While it is unclear how many of these have actually displaced or will displace
older analog-only TVs, these receivers no doubt will impact the number of American
households needing a low-cost converter box under the coupon program. Given the
rapidly growing number of households that are expected to have access to digital
signals—either over-the-air, via cable or by satellite—well before the transition’s
end in 2009, we are hopeful that sufficient funds will be available in the coupon
pﬁogram to ensure that converter boxes are provided to all households that need
them.

With regard to the price of converter boxes, LG anticipates that its converter
boxes meeting NTIA’s specifications should be available to consumers for around
$60. Manufacturers anticipate producing tens of millions of converter boxes. Given
this number, and with the certainty provided by NTIA’s specifications, LG Elec-
tronics thinks that boxes can be available in our %760 price range for retail distribu-
tion by early 2008.

Finally, we are pleased that, pursuant to Congressional direction, NTIA addressed
the critical need for a vibrant consumer education effort related to the DTV transi-
tion. As you probably know, there is a cross-industry consumer education effort re-
lated to NTIA’s program and the DTV transition generally.

Spurring consumer interest in the converter box program and ensuring that con-
sumers’ participation in the program is not burdensome will require a broad-based
effort that involves the government and multiple industries and stakeholders. As an
active participant in the new DTV Transition Coalition, LG Electronics is fully com-
mitted to working with the government, our major retailers, and our colleagues in
the consumer electronics and broadcast industries to facilitate the program’s suc-
cess.

In particular, we are intensifying our own sales training efforts with retailers and
collaborating with broadcasters to promote DTV technology. We also maintain an
informative DTV Web site guide (http://us.lge.com/GuidetoHDTV /what/
index.html), which introduces consumers to the features available through DTV
technology. We will update this Web site on an ongoing basis with valuable informa-
tion about the DTV transition and the converter box program.

Consistent with NTIA’s efforts to encourage manufacturers and retailers to pro-
vide adequate information to consumers to ensure that they fully understand how
to install and use their converter boxes, LG will implement a special toll-free num-
ber that consumers can call to receive assistance with installing and connecting
their new LG converter boxes. LG’s converter boxes also will feature an easy-to-fol-
low installation guide that includes simple instructions in multiple languages. We
anticipate that these efforts will help consumers to use the devices, and prevent
them from unnecessarily returning boxes to retailers.

Of course, the converter box program is just one aspect of the digital transition
effort. By 2008 there will be a range of options, including very affordable integrated
DTV receivers. Those who want high definition reception and other features will pay
more, just as they do today for progressive-scan DVD players. Manufacturers such
as LG Electronics are doing our part to offer consumers a wide array of quality DTV
products at affordable prices. Product prices will continue to decline, as they have
done since DTV’s introduction in 1998, and this will speed the transition.

LG Electronics commends this Committee for its efforts to advance the digital
transition, and for its attention to avoiding potential disruption to consumers when
the final switch-over to digital broadcasting occurs. We look forward to continuing
to work with you to ensure that all Americans are able to enjoy the tremendous ben-
efits of digital television.

I am, of course, pleased to respond to any questions you may have, and I appre-
ciate the opportunity to appear before you today.

Mr. MARKEY. Gentleman’s time has expired. What we could do
is actually bring out a TV set and ask a grandmother in the audi-
ence to take that box and to put it on very simply and see how long
it takes Grandma to do it with the instructions handed to her. I
bet she beats members of this committee. I thought grandmothers
just called their grandchildren.

Ms. HARMAN. Sorry, I am a grandmother. I am volunteering for
this exercise. I am a lot less talented than some on the other side,
obviously.

Mr. MARKEY. Mr. Yager, you are recognized for 5 minutes.
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STATEMENT OF K. JAMES YAGER, CHIEF EXECUTIVE OFFICER,
BARRINGTON BROADCASTING CO., LLC

Mr. YAGER. Thank you, Mr. Chairman. Thank you, Ranking
Member Upton and members of the subcommittee. My name is Jim
Yager. I am the chief executive officer of Barrington Broadcasting,
which owns and operates 21 television stations in medium and
small markets across the country. I am testifying today on behalf
of the National Association of Broadcasters and the Association for
Maximum Service Television, Incorporated.

We are here today to talk about the transition to digital tele-
vision or DTV. America’s broadcasters are taking the DTV chal-
lenge head on. As of last month over 90 percent of full-powered tel-
evision stations are providing digital programming, which was
achieved at a cost of nearly $5 billion to the television industry. Of
those stations remaining, many have faced specific technical prob-
lems; for example, the construction delays in New York City. Ac-
cording to recent NAB surveys, about 40 percent of Americans have
any idea that the DTV transition is underway and among those
who do, only 1 to 3 percent realize that the transition will be com-
pleted by February 2009.

In all, NAB estimates that 69 million television sets will poten-
tially be impacted by the DTV transition. In other words, we have
a lot of educating to do. The good news is that broadcasters take
that educational campaign very seriously. Once consumers become
aware of the transition, they will learn that they have three op-
tions to navigate it. First, consumers can obtain a DTV converter
box that will convert the new digital signal for display on analog
television sets. Second, consumers can buy new television sets with
integrated digital tuners. Finally, consumers could decide to sub-
scribe to a pay television service, like cable, satellite or telephone
video service.

For our part, broadcasters are engaged in consumer awareness
campaigns. NAB has hired a full-time staff dedicated exclusively to
the DTV transition. We have commissioned research and conducted
focus groups not only to measure the demographics of who will be
affected by the transition, but determine where these viewers get
their information and how to best frame the DTV message with
consumers.

We have undertaken an active media campaign, not only gaining
stories in national media, but in local newspapers and on local
newscasts, as well. We will kick off a large speakers bureau, utiliz-
ing local station talent for community appearances at the local
level. We are working on the launch of a DTV road show where we
will have a van that goes from location to location with DTV dem-
onstrations to help generate buzz on the transition. We are also
helping coordinate a large coalition of organizations, 27 at last
count, to help bring everyone who has an interest in smooth transi-
tion on to the same message regarding digital. In fact, AARP joined
the coalition just yesterday.

The coalition has launched a consumer Web site and local sta-
tions will also be launching their own Web sites. NAB has
proactively met with European officials who have completed or are
in the midst of their own DTV transition. We are also reaching out
to NTIA and the FCC to ensure that our messaging is consistent
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and resonates with the American public. Broadcasters view our
public service announcements as the real currency of the DTV mar-
keting campaign. We are prepared to launch PSAs across the coun-
try beginning in 2008 to raise public awareness about the transi-
tion and consumer options.

We may also employ crawls at the top of our screens during pro-
gramming to complement the PSAs. We believe those PSAs should
begin when the converter boxes become available to avoid any con-
sumer confusion. The broadcasters and the coalition group cannot
educate consumers by themselves. We want to work in partnership
with the Government and each of you in Congress. For instance,
we will supply you with articles for your constituent newsletters
and DTV kits to educate your constituents in town meetings in
your individual district.

The NTIA coupon program is also in step in the right direction,
but more needs to be done. All consumers who have analog sets
that rely on over-the-air television signal should have access to cou-
pons, especially those in under-served communities. Lower income
households, minority people living in rural areas and seniors will
be disproportionately impacted by the transition and the coupon
program needs to work for them. Finally, other countries have suc-
cessfully utilized a 1-800 number to provide consumer information
and the FCC and NTIA may want to consider a similar program.

The bottom line is that television will change dramatically on
February 17, 2009. The benefits of going digital are remarkable.
Public safety will get its much needed spectrum and consumers
will see clearer pictures, more programming and high definition
television. And while we all have a lot in front of us, from broad-
casters to retailers to manufacturers to you in Congress, we can
join our efforts to make this happen in February 2009.

Thank you, Mr. Chairman, Ranking Member Upton, for inviting
me to testify. I look forward to answering your questions.

[The prepared statement of Mr. Yager follows:]
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Statement of K. James Yager
Chief Executive Officer
Barrington Broadcasting Co., LLC

On behalf of the National Association of Broadcasters and

the Association for Maximum Service Television, Inc.

Hearing before the House Committee on Energy and Commerce
Subcommittee on Telecommunications and the Internet
March 28, 2007

Good morning Chairman Markey, Ranking Member Upton, and Subcommittee
Members, my name is K. James Yager. I am the Chief Executive Officer of Barrington
Broadcasting, which owns and operates 23 television stations in medium and small markets
across the country. Iam also a member of the Board of Directors of the National Association of
Broadcasters (NAB) and of the Association for Maximum Service Television, Inc. (MSTV), on
whose behalf I am testifying today. NAB is a trade association that advocates on behalf of more
than 8,300 free, local radio and television stations and also broadcast networks before Congress,
the Federal Communications Commission and other federal agencies, and the Courts. MSTV is
a trade association of local broadcast television stations committed to achieving and maintaining

the highest technical quality of the local broadcast system.

I"d like to talk about three things today: the purpose of the transition to digital
television or DTV; the progress so far in bringing about this transition; and what still needs to be
done to complete the transition and minimize disruption to viewers and to others. These past
efforts and future responsibilities cut across industries and government bodies including

Congress, the Federal Communications Commission (FCC), and the National
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Telecommunications and Information Administration (NTIA). The broadcast industry is
committed to continuing its cooperation with all stakeholders as we move towards February 17,
2009 and beyond. Broadcasters are committed to a successful digital television transition, and
we are doing all we can to make it as seamless as possible for all consumers. Our primary goal

is not to let any analog over-the-air television go dark on February 17, 2009.
I PURPOSES OF THE DTV TRANSITION

The digital transition has been a monumental undertaking involving the
government and various industries, the intention of which was and is to make efficient use of our
valuable spectrum and enable free, over-the-air local television stations to provide the highest
quality service to American consumers. Over the past twenty-five years it has become clear that
all communications services and all media are moving to digital technologies, and the public’s

free television service has to do the same.

Congress, which held its first hearing on high definition in 1981, the FCC and the
industry have agreed that the transition is in the public interest. Digital technology offers service
of far higher quality -- much better pictures, better sound and screen dimensions far better suited
to the human eye. The new technology also offers the prospect of additional programming
services all within the same 6MHz bandwidth that each television station had always operated
on. As digital technology has continued to advance, the high definition service it offers not only

improves quality and reliability, but also the opportunity for beneficial multicast programming.

Perhaps most significantly, because the digital technologies are more robust than
the analog technology they are replacing, stations can be packed closer together without causing
destructive interference to the public’s over-the-air service. This makes it possible after the

transition to reduce the amount of spectrum needed for over-the-air television stations. Some of
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the left-over or returned spectrum will be used for public safety needs -~ needs we have all
become acutely aware of in light of the events of September 11, 2001. Some of the freed

spectrum will be auctioned for other innovative uses at substantial benefit to the U.S. Treasury.
1L IMPLEMENTATION OF THE DTV TRANSITION TO DATE

As you all know, this is an effort that cuts across the government and industry --
several industries in fact -- and it requires ingenuity, cooperation and very large investments of
time and money. The interest of American consumers must remain paramount in all the various

stages of this effort.
The transmission standard

A first step was to devise, test and adopt a new transmission technology. At one
point there were 24 candidate systems. The industry -- NAB, MSTV, the networks, the
Consumer Electronics Association (CEA), PBS and eventually Cable Labs -- built and operated a
testing lab that evaluated the various competing transmission technologies using the most
sophisticated and rigorous testing facilities and procedures ever applied to television service.

The industry testing organization worked closely with the Advisory Committee on Advanced
Television Systems, established by the FCC under the Federal Advisory Committee Act. That
Committee represented the broadest possible set of constituencies. Out of that process emerged
the digital transmission standards that the FCC eventually adopted and that accommodated 18

different digital formats for maximum flexibility.

Even this massive undertaking could not develop a technology incorporating high
definition service over the then current analog facilities at either the transmission end or the

reception end of the distribution chain. Instead, it became clear that in order to implement the
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transition, a new digital transmission system had to be built and then operated in parallel with the
analog transmission system already in place. This meant a second set of towers, antennas,
transmitters, etc. for each television station, and new television sets for each consumer. It meant
also that programming would have to be created in high definition, leading to replacement of

production facilities and equipment eventually across the board.
The DTV channel allotment challenge

From the start, the broadcast industry worked hand-in-hand with the FCC to find a
way to assign digital television channels to all existing television stations -- effectively doubling
the number of stations while utilizing no more spectrum than what existed in the then current
analog television band. The goal was at least to replicate stations’ analog service areas and in a
substantial number of cases to expand their service areas, while protecting the public’s existing
television service from interference. This was a complex but essential step to bringing the
benefits of DTV to the American public. About a decade ago, after a long period of highly
sophisticated engineering work and broadcast industry consensus building, MSTV, NAB and
other broadcast organizations submitted a proposed DTV Table of Allotments to the FCC that
would accommodate all existing broadcasters during the transition. In April 1997, the FCC
adopted its initial DTV Table with only limited adjustments. Even though spectrum congestion
meant that many broadcasters would suffer some interference on either their current analog or
DTV channels, the industry stood behind that Table because it was fair, principled and critical to
moving forward with the DTV transition. Indeed, out of the 1600 broadcast stations impacted by

the new DTV Table, only one party challenged it, and did so unsuccessfuily.

That was the table of allotments for side-by-side digital and analog operations on

separate channels. The next step was to devise a table reflecting the completion of the transition,
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when analog channels had been given back to the Commission, the amount of broadcast TV
spectrum had been shrunk and only digital channels would be operating. To respond to that
challenge, in May 2004 after more than a year of work, MSTV submitted to the FCC an industry
consensus plan, this time for assigning final DTV channels to all full power television stations
and clearing 18 television channels from 52-69 for public safety and other commercial uses that

were to be auctioned.

This industry proposal was designed to ensure an orderly, logical and principled
channel election process that would promote maximum digital service to the public, preserve and
enhance viewers’ existing television service in the digital age, and fulfill the promise of DTV
that so many have heavily invested in. The industry worked closely with the FCC to refine this
channel election process, and it proceeded smoothiy and successfully, resulting in the proposed
final DTV Table now under consideration by the FCC. Because of this partnership between the
broadcast industry and the FCC, the table is set to successfully migrate our full power television
service to digital -- while at the same time returning 30 percent of the existing analog television

band, worth billions of dollars, for other uses, particularly for public safety.

Though the basic allotment framework is sound and huge strides have been made
in implementing it, much remains to be done with respect to moving to the new digital channels

and turning off the old analog channels in a manner that will avoid viewer disruptions.
Construction of stations’ DTV facilities

Beginning in the Jate 1990s, stations began to construct and turn on their DTV
facilities. For stations, this was a lonely and expensive experience. Very few viewers had
HDTV television sets that would enable them to receive the stations’ HDTV service. In fact, in

the Washington area there was a small network of viewers who had each others’ telephone
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numbers and would exchange information about digital television. There was also very little

high definition programming available to transmit.

The Advisory Committee on Advanced Televisions Systems had estimated that it
would cost each station approximately $10 million to make the full facilities transition -- a cost
that is similar in large markets and small. The tragedy of 9/11 severely delayed the build-out in
New York, and a protracted zoning battle in Denver had a similar consequence. International
coordination issues slowed the build-out in areas near the Canadian and Mexican borders. In

numerous other markets, other local issues had to be overcome.

Despite these obstacles, almost ali stations have constructed and are operating
their digital facilities. As of February 28" 1,599 out of 1732 FCC-licensed fuli-power television
stations were providing programming in digital. Broadcasters have spent nearly $5 billion
upgrading their transmissions systems for digital broadcasts. Of those left, many have specific
technical hurdles - for example, the delay on the construction of the Freedom Tower in New
York City. Hundreds of television stations have already begun to use their digital multicast
channels to provide news and local programming, weather, sports, and foreign language
programming, and all of the major television broadcast networks now provide high-definition

programming.’

The costs to stations of the digital transition continue today. Broadcasters have
constructed and put on the air their digital transmission facilities, but a second wave of costs to

convert local programming and all other station equipment to digital is just beginning. In

! Twelfth Annual Report, Annual Assessment of the Status of Competition in the Market for the
Delivery of Video Programming, MB Dkt. No. 05-255 (rel. March 3, 2006), at para. 17.
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addition, over the last ten years, stations have been incurring a double set of aperating costs due
to transmitting in both analog and digital, while no additional revenue has been generated, The
following chart shows that, at most, digital television revenues in 2003 constituted 0.2 percent of

a broadcast station’s entire revenues:

Digital Broadeast Operations Revenue®

Includes affiliated stations: ABC, CBS, FOX, NBC

The costs of the DTV transition, however, are not only on broadcasters.
Consumers too must purchase digital televisions or converter boxes for their current analog

television sets in order to receive the clearer pictures and other benefits that digital offers. NAB

? Data derived from the 2006 NAB/BCFM Television Financial Survey database. Digital
Broadeast Operations Revenue is defined as any revenue derived from digital broadeast
operations. Any multicast advertising revenues are included.

* Net Revenues is defined as a total of gross advertising revenues, plus network compensation,
plus trade-outs and barter, plus digital broadcast operations revenue, plus other broadcast-related
revenues minus agency and rep commissions,
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and MSTYV have been particularly concerned that consumers should have a cost effective means
of receiving digital signals. To this end, in June 2005 MSTV and NAB sought proposals from
electronics manufacturers to develop a prototype digital converter box that would achieve high
quality, low cost and enhanced ease of use. These goals were quantified in detail in the Request
For Quote issued by NAB and MSTV in mid 2005. After a thorough evaluation process, NAB
and MSTV awarded contracts to LG Electronics/Zenith and Thomson/RCA in the fall of 2005.
These companies’ completed converter boxes underwent laboratory and real-world testing

during 2006.

The results of the MSTV/NAB converter box project demonstrate several points.
First, the minimum technical specifications proposed by NAB/MSTV/CEA and now adopted by
NTIA are clearly achievable in practical products designed to be amenable to production in
mass manufacturing quantities. Further, the project results provide tangible evidence that the
minimum performance recommendations are a practical performance floor but not a technical
ceiling -- a high-quality, low-cost converter box can be built with measured performance that
significantly exceeds those recommended levels and the levels specified in the ATSC A/74
Recommended Practice on Receiver Performance. The range of measured performance results
for the prototype converter boxes developed by Thomson and LG, compared with A/74 levels,

are available on the MSTV website at:
http://www.mstv.org/docs/MSTVNAB%20prototypes%20performance.pdf.

The importance of this effort to develop practical converter boxes became ever
clearer in early 2006, when Congress passed the Digital Television Transition and Public Safety
Act of 2005 (P.L. 109-171) that imposed a February 17, 2009, cut-off date for analog television

transmissions and established a converter box program to address the needs of owners of analog
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sets not connected to cable or satellite. Congress charged NTIA with administering the converter
box program, through which consumers could obtain coupons to offset the costs of purchasing
converter boxes. An initial sum of $990 million was allocated, with an additional $510 million
available if the initial funding is insufficient. Congress specified that not more than $5 million of
the funds is to be spent on consumer education about the digital transition and the converter box

program.
III.  ACHIEVING A SUCCESSFUL DTV TRANSITION

Broadcasters have supported the hard give-back date for analog channels, and we
are taking steps to ensure that the transition runs smoothly. A great deal needs to be done by the
FCC, NTIA and the industry between now and February 2009 to facilitate a consumer-friendly

transition. Let me address a few of those things.

First, significant technical and logistical challenges remain in getting every

station to its final digital channel,

Of the 1600 DTV stations on the air today, some 600 must move to a new channel
as part of the process that will free up 108 MHz of spectrum for critical public safety
communications needs and for commercial uses to be auctioned. But in many of those 600
cases, the station’s final DTV channel is presently occupied by another station’s analog or
transitional DTV station, creating a game of “musical chairs” in many parts of the country.

Some states, such as Michigan, Texas, California, and Florida, have a particularly high number

of stations facing these engineering and logistical challenges.

If Station X has to move to a particular DTV channel and it is currently occupied

by a station that has to move to another channel, also currently occupied, and so on, one can
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readily see the domino effect of potential problems. All it will take is a handful of stations that
are unable to achieve their digital moves in a timely fashion, and, as a consequence, scores of
station moves could be stalled, to the ultimate detriment of a smooth and timely transition.
Changing to a new digital channel is not merely a matter of a station turning a switch, Antennas
have to be installed or realigned and tower crews, in short supply, have to be appropriately
deployed. And the FCC will have to issue construction permits, conforming license
modifications and special temporary authorizations to enable these logistics to be worked out. If

we are to meet the deadline, this work must start months and months ahead of February 17, 2009.

NAB and MSTV have urged that, as soon as possible, the FCC issue an Order
adopting its Final DTV Table of Allotments, which should also include procedures to expedite
the issuance of final DTV construction permits for those stations relocating to new channels.
Such prompt action will provide the regulatory certainty essential to implementing the final

channel relocation process.

The broadcast industry -- both commercial and public stations -- must do its part
as well. To that end, MSTV has organized a “Rubber Meets the Road” campaign in coordination
with state broadcaster associations. Through a series of in-person meetings across the country,
the campaign seeks to educate and assist local broadcasters in developing transition plans that
take into account in-market relocations and those of stations in adjacent markets. Stations are
also encouraged to make early plans for the necessary equipment and tower crews and to
coordinate channel changes with cable and satellite providers. The funding of public station
channel moves may also be particularly problematic with those delays affecting other stations

whose channel moves are dependent on theirs.
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The process of transitioning to digital-only operation on stations’ final DTV
channels will be complex, requiring careful and prompt planning and coordination by both the
industry and the FCC. The industry has pledged to work collaboratively with the FCC on these
and other initiatives, which will pave the way for a timely and efficient relocation of stations to

the final DTV allotment table.

Second, consumers should not be left with television sets that don’t work after

the digital transition.

Today, 19.6 million households, or approximately 17 percent of households,
receive only free, over-the-air television on analog sets in their homes. A total of 34.5 million
households receive some over-the-air programming on analog sets, with other sets in their homes

- connected to cable or satellite. This means that approximately 69 million television sets will
potentially be impacted by the digital transition. It is no small task to assure that these viewers

are not disenfranchised by the February 17, 2009 cut-off date.

The answer to the consumer transition lies in the converter box program Congress
mandated in the Digital Television Transition and Public Safety Act of 2003. As you are aware,
on March 13, 2007, NTIA published Final Rules to implement the Congressional coupon
program for digital converter boxes to enable continued reception of television signals by analog
sets after February 17, 2009. The Coupon-Eligible Converter Box (CECB) was the name chosen

by NTIA for this unit.

The NTIA adopted the technical performance parameters for the converter boxes
recommended jointly by NAB, MSTV and CEA during the comment phase of the NTIA
proceeding. See attached Comments of MSTV/CEA/NAB submitted to NTIA, Sept, 25, 2006.

These include specifications in critical areas such as RF sensitivity, dynamic range, phase noise,

11
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interference rejection, echo handling, PSIP processing and display, video and audio decoding,
input/output requirements and energy consumption. In addition, the NTIA standard includes
additional features in a permit-but-not-require category that can add important features such as
“smart antenna” technology. However, NTIA’s criteria will not qualify boxes that go beyond the
basic intended function of the converter boxes, such as digital or high definition outputs,

integrated video displays, DVD playback and so forth.

It is significant that within days of the NTIA announcement of their Final Rules
on digital converter boxes, both LG/Zenith and Thomson/RCA announced their intention to offer
converter boxes for sale to the public in the early 2008 time frame.* As well, Sarasung
Electronics, a major manufacturer currently offering HDTV set top box products, recently
announced their intention to introduce converter boxes.” Thus, a competitive marketplace for
V high quality digital converter boxes meeting the range of needs of consumers is reasonably
assured. But, that step only assures that a high guality, consumer-product solution will be

available.

Despite broadcasters’ support for many of the technical elements adopted by
NTIA, NAB continues to have concerns with the eligibility rules under the coupon program.
Under NTIA’s proposal, starting January 1, 2008, all U.S. households will be eligible to request

up to two $40 coupons to be used toward the purchase of up to two digital-to-analog converter

* See John Eggerton, “NTIA Gathers Input on Converter Box Program,” Broadcasting & Cable
(March 19, 2007); Deborah D. McAdams, “NTIA Seeks Converter Comments,” TV
Technology.com (August 23, 2006), available online at
http://www.tvtechnology.com/features/news/2006.08.23-n_NTIA shtml.

® Press Release, “Samsung Supports U.S. Commerce Department’s Final Rules for NTIA
Digital-to-Analog Television Converter Coupon Program,” (March 14, 2007).

12
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boxes. The program is divided into two phases. Under the first phase, the initial $990 million is

available for al households with over-the-air analog television sets.

If the initial $990 million is used, NTIA decided to limit the eligibility of the
remaining $510 million exclusively to over-the-air-only television households. Broadcasters
maintain that the goal of the transition should be to prevent any and all over-the-air analog
television sets from going dark after February 17, 2009, and unfortunately this proposal does not

achieve that objective.

Broadcasters believe that all consumers who have analog sets that rely on an over-
the-air signal should have access to these coupons. This is particularly important because many
of those who have over-the-air analog sets tend to belong to underserved communities. Low
socioeconomic brackets, minorities, those living in rural areas, and seniors will all be
disproportionately impacted by the transition. The NTIA coupon program, in particular, needs to

be successful for these most affected groups.

Broadcasters are also concerned that there wili not be enough money to
adequately fund coupons for every analog over-the-air television. If there are approximately 69
million over-the-air televisions, it is clear that $1.5 billion may not be sufficient to provide a
coupon for each of these sets. NAB research shows that when asked, 25 percent of primary
over-the-air consumers would opt for a coupon — but this number jumps to 33 percent once
consumers learn something about the DTV transition. After a significant public awareness
campaign, the percentage could go higher. As broadcasters and others begin to ramp up the
public education effort, it is vitally important that the government be prepared to meet the

consumer demand so no television goes dark.

13
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Third, consumers must be informed that this transition is happening and must

be educated about what steps to take.

Members of the public need to know what steps they must take so that their
television sets don’t “go dark” after the analog television cut-off, and they need and deserve
other information about the transition as well. Unfortunately, many members of the public are
inadequately informed or not informed at all as to what the DTV transition is and what it means
for them. A recent NAB survey shows that a majority (56 percent) of over-the-air television
viewers have never seen, read, or heard anything about digital television and the transition.®
With fewer than 700 days to go, only 10 percent of the respondents were able to guess the right
year when analog television transmissions would end.” Indeed, at this point, only 1 percent to 3
percent have any idea that the transition will be complete by February 2009. In other words, we

have a lot of educating to do — and broadcasters will do our part.

Congress provided $5 million to NTIA for the purpose of consumer education in
the Digital Television Transition and Public Safety Act of 2005.® NAB is concerned that it will
take more than the current level of funding to adequately ensure that the American public is
aware of the impending transition and of what steps consumers need to take to navigate the

transition. Without adequate consumer education, there is a serious risk that millions of

¢ See Press Release, “Countdown to February 2009: Digital Television Transition (DTV)
Coalition Pledges to Alert Consumers About Transition From Analog to Digital TV” (Feb. 28,
2007). See also Patrick Seitz, “End Is Near for Over-the-Air Analog TV, Group Warns; Poll:
Many Viewers Unaware; As Digital Transition Looms, Industry Coalition Launches Consumer
Education Push,” Investor’s Business Daily (March 1, 2007).

1d.

® Paul Gluckman, “Coupon Distribution to Start April 2008, NTIA’s RFP Says,”
Communications Daily (Mar. 15, 2007). The FCC also has a consumer website available at
http://www.dtv.gov.
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households will be caught off guard -- and without access to over-the-air television ~- when the
transition occurs. For this reason, broadcasters and its Coalition partners are undertaking a broad

and far-reaching education campaign in the hopes of not allowing any television to go dark.

NAB and MSTV, along with CEA, the Association of Public Television Stations,
the Consumer Electronic Retailers Coalition and others, have formed a joint campaign to raise
consumer awareness of the digital transition. It’s called the Digital Television Transition
Coalition, and it was formed because the responsibility for informing the public about what’s

happening and why cuts across industries. (See www.dtvtransition.org.) The Coalition currently

has 25 member organizations, and we expect this number to grow.” The Coalition, which intends
to work closely with NTIA and the FCC, will launch marketing and public education efforts
(including paid and earned media placements) to convey accurate, consistent and needed

information to the public.

In addition, NAB has formed a Digital Television Transition Team to spearhead

the industry’s efforts and to work with Congress, the FCC, the NTIA, and other industry and

® Coalition members currently include: American Association of People with Disabilities
(AAPD), Affinity Marketing, American Cable Association, American Legislative Exchange
Counci! (ALEC), Association for Maximum Service Television, Inc. (MSTV), Association of
Public Television Stations (APTS), Cisco Systems, Inc., Consumer Electronic Retailers Coalition
(CERC), Consumer Electronics Association (CEA), High Tech DTV Coalition, Home Theater
Specialists of America (HTSA), Information Technology Industry Council (ITIC), Leadership
Conference on Civil Rights (LCCR), LG Electronics, National Alliance of State Broadcast
Associations (NASBA), National Association of Broadcasters (NAB), National Association of
Counties (NACo), National Cable & Telecommunications Association (NCTA), National
Coalition of Black Civic Participation, National Grocers Association (NGA), Public
Broadcasting Service (PBS), Samsung Electronics, Satellite Broadcasting and Communications
Association (SBCA), TitanTV Media, Washington Urban League.
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consumer groups to provide information about digital transition issues.' Managed by a new
Vice President of Digital Television Transition, with a full time media relations director, two
directors of outreach, and a multimillion-dollar budget, this team will coordinate a national
public affairs and consumer education campaign with the goal of ensuring that no consumer

is left unprepared, by lack of information, for the end of analog broadcasting in February 2009.
This new team will help coordinate the DTV Transition Coalition, described above, as well as

manage NAB’s own consumer outreach campaign.

Specifically, the NAB consumer education campaign has and will continue to
utilize both survey research and focus groups to identify and market to those impacted by the
transition. The campaign’s media relations director will be making sure DTV has a presence in
local, as well as national, publications and programming. With the help of local affiliates, NAB
will spearhead a national speaker's bureau aiming for thousands of local speaking engagements
nationwide on the transition. NAB will produce and distribute high-quality public service
announcements for play on networks and local stations. Attached is a detailed draft of NAB’s

DTV consumer education campaign plan, which NAB expects to continue to evolve.

Fourth, viewers must be assured that they will receive from cable and satellite

the quality of broadcast services that their sets are capable of receiving.

The guiding principle should be that, post-transition, all viewers with HDTV sets
will receive HDTV service and all viewers with analog sets will receive analog service. This

goal will be achieved in over-the-air homes because those consumers will have bought HDTV

19 press Release, “NAB Announces Formation of Digital Television Transition Team” (Jan. 8,
2007).
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sets or will have access to digital-to-analog converter boxes, if the NTIA’s eligibility restrictions

are liberalized.

Cable subscribers with HDTV sets should similarly have undegraded access to
broadcasters’ HDTV programming -- downconversion to a lesser format would squarely violate
the statutory nondegradation requirement and unfairly deprive viewers of the full benefits of
HDTV, after they have spent $1000 to $5000 for those sets in order to receive HDTV service.
At the same time, cable operators must ensure -- consistent with the requirement in the FCC’s
rules that broadcast signals “shall be viewable via cable on all” subscriber sets -- that their
subscribers with analog equipment do not lose access to their local stations as a result of the
transition. The FCC has the authority and the obligation to make clear that cable and satellite
must provide analog service to the analog sets owned by their subscribers. A cable system
would have the flexibility to comply with this requirement by (a) sending two signals from its
head-end -- a pass-through in HDTV of the digita} signal and a digital signal downconverted to
analog -- or (b) by installing downconversion equipment in individual subscriber homes.

Congress should encourage the FCC to make this clear.

Fifth, the FCC should prohibit another form of cable degradation of broadcast

signals, namely cable’s stripping of broadcasters’ multicast services.

From the beginning, Congress was aware of the capacity of digital technology to
enable broadcasters to offer multicast services of potentially great benefit to the public. That
potential has been shown to be even greater than first expected. About 800 television stations
now offer multicast programming free to the public. These multicast services contribute to
localism, provide news and information, cover local sports, provide network services otherwise

unavailable in the market, make available outlets for local government and local educational

17
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institutions, contribute to diversity and offer opportunities to minorities and for other niche
programming. Clearly, the public ~ even those who only view television through cable — would
be served by access to these new program streams. So far, however, many broadcasters have
encountered resistance from cable operators who have denied carriage, delayed it, tried to add

anticompetitive restrictions on carriage or used it as a bargaining chip in broader negotiations.

Stripping out these services violates at least two statutory provisions -- the
prohibition against cable systems’ degrading broadcast signals and the prohibition against cable
systems’ cherry-picking programs from a local broadcaster’s program schedule -- and threatens

the health and vitality of broadcast services for all viewers.

In the early days, some in Congress were concerned that broadcasters might
provide multicast services instead of HDTV, but advances in compression technology make both
possible and have resolved that concern. Congress has repeatedly directed the FCC to decide the
issue of cable-stripping. Congress would not have given these directions if it believed that the
FCC lacked the power to require multicast carriage.’' Accordingly, the FCC should proceed
promptly to prohibit cable and satellite from stripping multicast services from broadcasters’

digital transmissions. 2

! See Supplemental Submission by CBS and NBC Affiliate Associations, Carriage of Digital
Television Broadcast Signals: Amendments to Part 76 of the Commission’s Rules, CS Dkt. No.
98-120 (filed June 8, 2006).

12 Satellite carriage should be subject to the same requirements, with the FCC empowered to
implement different timing for their imposition based on satellite’s more limited but growing
spectrum capacity.
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Sixth, the spectrum used to deliver the public’s digital television service must

not be compromised by the introduction of untested, interfering technologies.

With all the public and private resources invested over the past two decades in the
digital transition, it must not be sacrificed, compromised or jeopardized by introducing into the
television band unlicensed technologies that are untested and promise speculative benefits. NAB
and MSTV, accordingly, commend the FCC for putting America’s digital transition first by
precluding the introduction of such devices until after the end of the transition. Even then,
however, any new devices allowed in the band must not interfere with the public’s free, local and

universal television service.

NAB and MSTV understand and support the need to provide the opportunity for
additional wireless broadband opportunities, especially in rural areas. We agree this goal can be
accomplished without endangering millions of TV viewers and consumers, including through the
careful introduction of fixed wireless services (e.g., WISPs) in such areas. But use of the
television spectrum for interfering mobile products could unfairly deprive consumers of the

benefits of digital television.
IV. CONCLUSION

The promise of over-the-air digital television is being realized. Its benefits for the
public are even greater than were anticipated. To make these benefits a reality, we must deal

with the risks of consumer disenfranchisement and confusion. To address these risks:

(1) industry and the FCC must press ahead with the complex and time-consuming

task of completing the change-over to digital channels;
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(2) the government must create a converter box program so that all sets can

receive broadcast service after the transition;

(3) the government and the industry must intensify their efforts to educate the

public about the transition;

(4) after the transition, the FCC must prevent cable and satellite from degrading
HDTV broadcast services to HDTV homes and must assure that analog sets in

subscriber homes continue to receive analog-quality service;

(5) the FCC must apply the statutory requirements against cable degradation and
cherry picking of broadcasters’ programming to prevent cable from stripping

broadcasters’ muiticast services, and

(6) the FCC should protect the digital transition and the public’s post-transition

digital service from the interference that unlicensed devices could cause.

Chairman Markey, Ranking Member Upton, and Members of the Subcommittee,

thank you for inviting me to participate in this hearing, and I am happy to answer any questions.

20
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Mr. MARKEY. Thank you, Mr. Yager, very much. Mr. Nogales.

STATEMENT OF ALEX NOGALES, PRESIDENT AND CEO,
NATIONAL HISPANIC MEDIA COALITION

Mr. NoGALES. Thank you. Mr. Chairman and members of the
subcommittee, thank you for giving me the opportunity to speak to
you today about the National Hispanic Media Coalition’s concerns
regarding the status of the digital television transition. My name
is Alex Nogales. I am the president and CEO of the National His-
panic Media Coalition and HMC is a 21-year old non-profit Latino
civil rights advocacy organization based in Los Angeles, California.
We have 13 chapters nationwide and our mission is to improve the
image of American Latinos as portrayed by the media; includes a
number of American Latinos employed in all facets of media and
advocate for media and telecommunications policies that benefit
the Latino community.

In 2005 the Government Accountability Office reported that 21
million U.S. households rely solely on over-the-air television. These
21 million households included a disproportionate number of Span-
ish language speakers, one-third. Seven million people who will be
impacted by the digital transition are Spanish language speakers.
It is also estimated that one-third of the 21 million households in-
clude residents over the age of 50, many of whom live on fixed in-
comes. Million of these households will be in rural areas or will in-
clude persons with disabilities. Further, according to the National
Association of Broadcasters, African American households are 22
percent more likely to rely exclusively on over-the-air reception.

In summary, households impacted by the digital transition will
be minorities, low-income families living on a fixed income and re-
quiring a well-defined and more specific educational outreach pro-
gram than the overall population requires. I will refer to these
groups as our target groups or target population. More specific edu-
cational campaign to these target populations must be proactive,
consumer friendly and culturally and linguistically sensitive.

Appropriate outreach to disabled, minority, rural, low-income
and senior citizens is essential. For example, the public service an-
nouncement promoting this initiative must include closed caption-
ing for the hearing impaired and should be available in Spanish as
well as other relevant languages. The call-in centers handling the
voucher questions must include live operators that include Spanish
speakers. Wait time should not go over 10 minutes and must ac-
commodate telecom relay services to make it easier for the deaf to
communicate by phone. And it is not sufficient to translate English
materials to Spanish. Those doing the outreach must communicate
with Spanish speakers in a manner where the message will be un-
derstood. Cultural awareness here is fundamental for the outreach
campaign to be successful.

Congress allocated $5 million to the National Telecommuni-
cations and Information Administration to educate consumers
about the DTV coupon program. The Federal Communications
Commission or FCC, has only requested $1.5 million for consumer
education effort in its 2008 budget request. That is a total of $6.5
million to educate 300 million, about 2 cents per person. To put
this in perspective, when Berlin, Germany transitioned to DTV, it
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spent $984,000 to educate about three million people, or 33 cents
per person. Two cents versus 33 cents per person. Why is the city
of Berlin willing to make this expenditure on its citizens, but our
Nation?

I want to jump ahead a little bit. We strongly encourage the
NTIA to bring in community based organizations, CBOs, to rep-
resent the disabled, minority, rural and senior advocates that will
help develop a thorough outreach plan to ensure that the outreach
and educational components of this program is solid and has no
holes. We can’t afford to make mistakes on a program that is a
first come, first served program where the population that are most
in need of these programs run the risk of being the last to hear
about the program.

Already we see problems with the so-called one step clearing-
house of consumer information and tools provided by the NTIA and
hosted by the DTV Transition Coalition. Its Web site has no con-
sumer information in Spanish. How is that possible when we al-
ready know that one-third of the 21 million households that should
be targeted consists of Spanish speakers? NAB estimates that
about 5 percent of the population knows that the digital translation
is taking place. I suspect the NAB is being optimistic. Not many
people outside the beltway have heard about the digital transition
and its possible impact on the households.

This past weekend I was in Calexico, California visiting my fam-
ily, most of whom are bilingual. Calexico is a little rural town on
the border with Mexicali in Mexico. While having supper, 1 asked
several heads of households sitting at the table if they knew about
the digital transition. None of them did nor did they understand
how it was going to impact them. This was not a scientific full
granted, but I am inclined to believe the target population, my
large family included, is oblivious to the digital transition and the
effect it will have on them. If the target population doesn’t learn
of the transition until the year it is going to take place, then I don’t
think we are ready to transition to digital.

NHMC also objects to the two-phased plan the NIT is proposing
for the distribution of the coupons. The first phase, where $990
million is allocated

Mr. MARKEY. Mr. Nogales, could you summarize, please?

Mr. NoGALES. Of course. Thank you for the time. A well-funded
proactive consumer friendly and culturally sensitive outreach pro-
gram needs to begin as soon as possible and should include a well-
coordinated campaign that includes CBOs working closely with the
NTIA. The money that is projected to be spent on the educational
outreach program is not enough and should be supplemented. Since
a predominantly high number of Spanish speakers will be impacted
by this transition, bilingual and bicultural staff is essential.

For any educational campaign to be effective, it is not only rel-
evant that the person be able to speak the language, but also un-
derstand the culture. English written materials should not be
translated to Spanish as they are seldom culturally effective. Mate-
rials to the Spanish speaking should be original and the appro-
priate place to advertise to the Latino community should be care-
fully considered.




45

For example, Latinos, more than anyone else, consume a great
deal of radio programming. A two-phased program with an added
burdensome requirement for those that applies doesn’t make sense.

Mr. MARKEY. Mr. Nogales, I appreciate the detail that you want
to go into in your opening statement. Your entire witness state-
ment will be placed in the record and I think you are going to be
given plenty of opportunity during the question and answer period
to further elaborate on what you think the Hispanic community
will need in order to make a transition.

Mr. NOGALES. Very good. Thank you, Mr. Chairman.

[The prepared statement of Mr. Nogales follows:]

TESTIMONY OF ALEX NOGALES

Mr. Chairman and members of the Subcommittee, thank you for giving me the
opportunity to speak to you today about the National Hispanic Media Coalition’s
(NHMC) concerns regarding the Status of the Digital Television Transition.

My name is Alex Nogales; I am the president and CEO of NHMC. NHMC is a
21-year old non-profit Latino civil rights, advocacy organization based in Los Ange-
les, California. We have 13 Chapters nationwide and our mission is to (1) improve
the image of American Latinos as portrayed by the media; (2) increase the number
of American Latinos employed in all facets of media; and (3) advocate for media and
telecommunications policies that benefit the Latino community. NHMC is also the
Secretariat for the National Latino Media Council, a national coalition comprised of
15 of the largest Latino Civil Rights Advocacy groups in the nation. Additionally,
NHMC is an executive committee member of the Media and Democracy Coalition,
a national coalition comprised of many of the largest mainstream media and con-
sumer advocacy groups in the nation.

The transition from analog to digital television brings great opportunities but also
great challenges. In 2005, the Government Accountability Office (GAO) reported
that 21 million U.S. households rely solely on over-the-air television. Of these house-
holds, about 48% earn less than $30,000 per year per household. These 21 million
households include a disproportionate number of Spanish language speakers: one-
third or 7 million people who will be impacted by the digital transition are Spanish
language speakers. It is also estimated that one-third of the 21 million households
include residents over the age of fifty, many of whom live on fixed-incomes; millions
of these households will be in rural areas or will include persons with disabilities.
Further, according to the National Association of Broadcasters (NAB), African-
American households are 22% more likely to rely exclusively on over-the-air recep-
tion.

In summary, households impacted by the digital transition will be minorities, low-
income families, living on a fixed-income, and requiring a well-defined and more
specific educational outreach campaign then the overall population requires. I will
refer to the groups that I just mentioned as our target groups or target population.

A more specific educational outreach campaign to these target populations must
be pro-active, consumer-friendly and culturally, linguistically sensitive. Appropriate
outreach to disabled, minority, rural, low-income and senior citizens is essential. For
example, the public service announcements promoting this initiative must include
closed captioning for the hearing impaired and should be available in Spanish as
well as other relevant languages. The call-in centers handling the voucher questions
must include live-operators that include Spanish-speakers, wait time should not go
over ten minutes and must accommodate telecom relay services that make it easier
for the deaf to communicate by phone. And it is not sufficient to translate the
English materials to Spanish. Those doing the outreach must communicate with
Spanish speakers in a manner where their message will be understood. Cultural
awareness here is fundamental for the outreach campaign to be successful.

Congress allocated $5 million to the National Telecommunication and Information
Administration (NTIA) to educate consumers about the DTV coupon program. The
Federal Communications Commission (FCC) has only requested $1.5 million for con-
sumer education effort in its 2008 budget request. That’s a total of $6.5 million to
educate 300 million people, about 2 cents per person. To put this in perspective,
when Berlin, Germany transitioned to DTV, it spent $984,000 to educate about
three million people, or 33 cents per person. Why is the City of Berlin willing to
make this expenditure on its citizens, but our Nation is not?
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Furthermore, the FCC does not plan to begin its public education campaign until
2008, when the converter box coupons and the boxes are expected to be available
on January 1, 2008. In our opinion, the FCC campaign is starting a year late. Con-
sumers need to know about the DTV transition generally, and the coupon program
specifically, as soon as possible, but certainly well before NTIA makes the coupons
available to the public.

We strongly encourage the NTIA to bring in community based organizations
(CBOs) that represent the disabled, minority, rural and senior advocates that will
help develop a thorough outreach plan to ensure that the outreach and educational
component of this program is solid and has no holes. We can’t afford to make mis-
takes on a program that is a first-come, first-serve program where the populations
that are in most need of these coupons run the risk of being the last to hear about
the program. Already, we see problems with the so-called one-stop clearinghouse of
consumer information and tools promoted by NTIA and hosted by the DTV Transi-
tion Coalition. Its Web site www.dtvtransition.org has no consumer information in
Spanish. How is that possible when we already know that one-third of the 21 mil-
lion households that should be targeted consist of Spanish Speakers?

NAB estimates that about 5 percent of the population knows that the digital tran-
sition is taking place. I suspect the NAB is being optimistic. Not many people out-
side the Beltway have heard about the digital transition and its possible impact on
their households. This past weekend I was in Calexico, California visiting my fam-
ily, most of whom are bilinguals, Spanish/English. Calexico is a rural area right on
the border with Mexicali, Mexico. While having supper I asked the seven heads of
households sitting at the table if they knew about the digital transition. None of
them did, nor did they understand how it was going to impact them. This was not
a scientific poll, granted, but I'm inclined to believe the target population, my large
family included, is oblivious to the digital transition and the effect it will have on
them. If the target population doesn’t learn of the transition until the year it is
going to take place, then I don’t think we are ready to transition to digital.

Obviously, not enough has been done so far to educate our target groups that this
historic change is taking place and that their over-the-air televisions will go dark
after February 17, 2009 without a converter box. The outreach program needs to
start today and more effort needs to be made by the NTIA, FCC and the DTV Tran-
sition Coalition to reach community-based organizations that focus on the target
groups. We need more people outside of D.C. to know about the transition and be
able to communicate in a clear and understandable manner to those that will be
impacted.

Finally, NHMC objects to the two-phase plan that NTIA is proposing for the dis-
tribution of the coupons. In the first phase, where $990,000,000 is allocated, pay-
TV customers will be able to apply for up to two $40 coupons per household to pur-
chase converter boxes. The second phase is only open to households that certify in
writing that they rely on over-the-air reception. So once the $990,000,000 is spent,
those that apply late or do not find out about the coupon program in time will be
burdened by an added certification that may deter them from applying. Changing
eligibility mid-course will result in needless customer confusion. Indeed, the certifi-
cation will be a deterrent to low-income families, especially those that do not domi-
nate the English language. Ladies and gentleman, I have no doubt that the
disenfranchised population that will be the most impacted by the digital transition
will be the last to apply for the coupons. This being the case, having to certify in
writing that they rely on over the air reception is just adding an additional burden
that will lock many of them from applying for converter boxes. A two phase-plan
with an added burden for those that are hardest to reach doesn’t make a lot of
sense. If the reason for this two-phase system is because NTIA thinks there is a
likelihood that the program will run out of funds before all the impacted households
have obtained their coupons, then NTIA should go back to Congress and ask for ad-
ditional funding.

Summary:

o A well-funded pro-active, consumer-friendly, and culturally sensitive outreach
program needs to begin as soon as possible and should include a well-coordinated
campaign that includes CBOs working closely with the NTIA.

e The money that is projected to be spent on the educational outreach program
is not enough and should be supplemented.

e English-written materials should not be translated to Spanish as they are sel-
dom culturally effective. Materials to the Spanish-speaking should be original and
the appropriate place to advertise to Latinos should be carefully considered. For ex-
ample, Latinos more then anyone else consume a great deal of radio programming.
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Mr. MARKEY. Thank you, sir. Next we will hear from Mr. Britt.
Welcome.

STATEMENT OF GLENN BRITT, PRESIDENT AND CEO, TIME
WARNER CABLE

Mr. BRITT. Thank you, Mr. Chairman, Mr. Upton and Mr. Barton
and members of the subcommittee. We, at Time Warner Cable, are
one of the leaders in the conversion to digital. We provide our cus-
tomers with high quality digital video services like high definition
television and video on demand, as well as Internet access service
and digital phone service. As of last December, approximately 7.3
million, or 54 percent of our video customers also subscribed to dig-
ital video services and 1.9 million of those customers had taken our
high definition service.

We encourage our subscribers to move to high definition service
by providing HD boxes at no additional cost over digital. Mr. Chair-
man, now that Congress has established a hard date for the end
of analog broadcasting, I think all of the affected industries and
elected officials have a common goal and that is to make sure that
all of our consumers and your constituents are not left in the dark
at midnight on February 17, 2009.

The cable industry is ready, willing and able to work with you
and our industry partners to achieve this important goal. And to
that end, in January 2007, NCTA, CEA and NAB agreed to join
forces to form the DTV Transition Coalition. This coalition is com-
prised of a broad range of diverse entities representing affected in-
dustries and interest groups. This privately funded initiative will
engage in coordinated marketing and public education strategies to
help television viewers better understand the nature of the transi-
tion and to provide information about steps that consumers may
need to take to maintain the over-the-air television signals.

The coalition has launched a Web site targeted to consumers that
offers information, important information about the transition and
we will include this information in Spanish, as well. In addition,
Time Warner Cable has established an internal working group to
create a comprehensive plan to ensure our customers understand
exactly what they need to do and maybe just as importantly, what
they don’t need to do.

We will train our customer service representatives to answer the
tough questions consumers will raise as the hard date gets closer.
We will also reach out to all of the populations we serve, including
a large number of Spanish speaking customers we have in Texas,
California, New York and the Carolinas. We stand ready to commit
the resources to help make this transition a success.

Though an increasing number of customers are opting for digital
cable services, a vast number of televisions are not equipped to re-
ceive digital signals. NCTA estimates that just in the homes of
cable customers, there are 134 million analog television sets that
are not equipped to receive digital transmissions or are not con-
nected to additional set top box. With so many analog TVs still on
the market, cable operators have a huge stake in ensuring that the
digital transition is seamless for all our customers.

Each cable operator’s first priority is to make certain that its cus-
tomers do not suffer any disruption in their television service. We
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believe we have the flexibility to ensure their customers can, on the
first day of digital only broadcasts, continue to watch all of the sta-
tions they receive today on their existing televisions. This flexibility
permits cable operators to employ a variety of solutions to ensure
a seamless transition from the consumer’s viewpoint.

For instance, the cable operator may decide to convert the digital
broadcast signal to an additional analog format at the head end
and under this option, cable customers can continue to receive the
service on analog television without a set top box. In cable systems
that have significant digital penetration, another option might be
to deploy digital set tops to every consumer. This option, however,
would require these consumers to change equipment or to add a set
top box where maybe they didn’t have one before.

Thanks to Congress and the NTA, cable customers will be able
to have the ability to obtain coupons to purchase digital to analog
converter boxes that will make the over-the-air digital broadcast
signals available on analog TV sets that are not connected to cable.
We look forward to continuing to work with you and other mem-
bers of this committee on our shared goal of promoting an afford-
able and seamless digital transition. And I would be pleased to an-
swer any questions during the Q and A period.

[The prepared statement of Mr. Britt follows:]
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INTRODUCTION

Chairman Markey, Congressman Upton, members of the subcommittee, my name is Glenn Britt and 1
am President and CEO of Time Warner Cable. I appreciate your invitation to testify today about the transition
to digital television and what needs to be done to ensure that all Americans have access to their local broadcast

stations when we switch to digital broadcasting on February 17, 2009.

Time Wamer Cable is the second-largest cable operator in the U.S. and is an industry leader in
developing and launching innovative video, data and voice services. As of December 31, 2006, Time
Warner Cable had cable systems that passed approximately 26 million U.S. homes with approximately 13.4
million basic video customers. Approximately 85 percent of our customers are located in one of five
principal geographic areas: New York state, the Carolinas, Ohio, southem California and Texas. As of
February 1, 2007, Time Warner Cable was the largest cable system operator in a number of large cities,

including New York City and Los Angeles.

Time Wamer Cable has been an industry leader in introducing new services, including enhanced
video services like high definition television (HDTV) and video-on-demand (VOD), high-speed Intemnet
access and Internet protocol (IP)-based telephony. As of December 31, 2006, approximately 7.3 million (or
54%) of Time Warner Cable’s 13.4 million basic video customers subscribed to digital video services, 6.6
million (or 26%) of high-speed data service-ready homes subscribed to a residential high-speed data service

and 1.9 million (or 11%) of voice service-ready homes subscribed to our Digital Phone service.

Mr. Chairman, now that Congress has established a hard date for the end of analog broadcasting, all
industries and elected officials have a common goal——to make certain that our customers and your constituents
are not left in the dark at midnight on February 17,2009, The cable industry is ready, willing, and able to worl
with you and our industry partners to achieve this important goal. The challenge before us is multifaceted.
First, we must make certain that consumers are fully aware of the transition and what steps they need to take, if
any, to continue receiving broadcast television signals after the transition to digital. Second, the cable,
broadcast and consumer electronics industries must continue to give consumers the option and incentive to

make the transition to digital before the cutoff date. And, finally, as the analog cutoff date looms, we must be
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prepared to ensure that broadcast television service is uninterrupted on the tens of millions of analog sets that

are not equipped to receive digital signals.

AN INDUSTRY-WIDE EDUCATIONAL EFFORT

NCTA has been collaborating closely with the National Association of Broadcasters (NAB), the
Consumer Electronics Association (CEA), and other important industry and civic groups to lay the groundwork
for an extensive consumer education initiative to ensure that no American household lacks the information and
tools to transition from analog to digital television. In January 2007, NCTA, CEA, and NAB agreed to join
forces to form The DTV Transition Coalition, a unified DTV education initiative. The members of the steering
committee are the Association of Public Television Stations (APTS), the Consumer Electronics Retail Council
(CERC), the Leadership Conference on Civil Rights, LG Electronics, the Association for Maximum Service
Television (MSTV), and the National Telecommunications and Information Administration (NTIA). The
Coalition itself is made up of a broad range of diverse entities representing affected industries and interest

groups.

The privately-funded initiative will use marketing and public education strategies to help
television viewers better understand the nature of the transition, become educated about the changes that
will occur before February 2009, and provide information about steps consumers may need to take to
maintain their over-the-air television signals. The Coalition also launched a website targeted to consumers
— dtvtransition.org — which offers a fundamental explanation of the transition, provides historical
background and context for the change, offers a glossary and explanations of DTV applications and
technology, and alerts consumers as to the steps they can take to retain free over-the-air television as the

transition is completed.

The cable industry itself is also working to determine what specific information shouid be
provided to our customers. As part of that effort, the Cable & Telecommunications Association for
Marketing (CTAM), working in close collaboration with NCTA, has convened a Digital TV Transition
Committee comprised of leading cable marketing executives to help cable operators and programmers

communicate with their own customers and viewers about the ramifications of the digital transition.
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The cable industry recognizes that more work need to be done to devise a comprehensive
consumer education plan. This effort must include traditional means of reaching millions of consumers
such as public service announcements, bill inserts, toll free numbers and websites. In addition, we must
employ creative methods to connect with our customers such as community outreach programs utilizing
our local employees and civic organizations. Our education efforts cannot merely be run from corporate
offices around the country if it is going to be successful. Finally, we must ensure that our efforts take into
consideration those populations most likely to be adversely affected by the transition such as people for
whom English is a second language and members of the disabled community. Time Warner Cable, with
NCTA, stands ready to work with our industry partners to commit the resources necessary to ensure the

digital transition is a success.
CABLE IS LEADING THE BROADER NATIONAL TRANSITION TO DIGITAL

The broadcasters’ transition from analog to digital is only a small part of the larger digital transition
that is occurring in every area of our nation’s economy. Since 1996, cable operators have completely rebuilt
their facilities. This was spurred, in part, by the deregulatory steps Congress took in the Telecommunications
Act of 1996. With an investment of more than $100 billion, operators have replaced coaxial cable with fiber
and installed new digital equipment in homes and system headends, thus enabling the transmission of voice,
video, and Internet services in digital format. As a result, cable customers are already enjoying a fult
complement of digital programming and advanced information services independently of the broadcasters’
conversion to digital. This is highlighted by the fact that more than half of all cable video households now
subscribe to digital video service. As of year-end 2006, 32.6 million households were receiving digital service
from their cable operators and that total has been increasing by more than one million households in recent
quarters. As I mentioned earlier Time Warner Cable’s digital penetration as of year-end 2006 was

approximately 7.3 million subscribers or 54 percent of our video subscriber base.

Cable customers can purchase digital programming tiers that include a diverse array of video networks
and commercial-free music channels. Digital customers also have access to video-on-demand programming,
digital video recording, and electronic program guides. These features allow programs to be viewed at the

customer’s convenience and at a time of the customet’s choosing. They also allow cable subscribers to block
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access to programming they do not want their children or households to see. All of cable’s digital services can

be enjoyed by consumers with analog sets who use digital set top boxes that convert digital signals to analog.

And without any government mandate, cable operators are voluntarily carrying the vast majority of
local broadcasters’ digital signals, including HD signals. As of June 2006, local cable systems were carrying
the digital signals of 788 unique broadcast stations. In addition, a number of operators are carrying a full digital
simulcast of all local broadcast stations, which digitizes the analog broadcast signal providing a high-quality
digital picture for subscribers with a digital set top box. By June 2006, Cable operators were capable of
providing HD services to 97 million U.S. television households, which represents all of the top 100 designated
market areas (DMAs). Of all DM As, a total of 203 (out of 210) were served by at least one cable system that
offers high-definition programming. In addition to the high definition broadcast signals carried by cable
operators, cable’s HD customers receive a wide selection of high definition cable programming, including 30

cable networks that are transmitting in HD.

GETTING READY FOR FEBRUARY 2009

Though an increasing number of consumers are opting for digital cable services, a vast number of
televisions in cable and non-cable households are not equipped to receive digital signals. There are
currently more than 111 million television households in the United States, and the FCC estimates that at
least 15 percent of them rely exclusively on analog, over-the-air broadcast television service. Moreover,
NCTA estimates that — just in the homes of cable subscribers — there are 134 million analog television sets
that are not equipped to receive digital transmissions or are not connected to a digital-to-analog set top box.
Even in those households that subscribe to digital cable service, there are often one or more analog sets that
are not connected to a digital box. Even in homes that subscribe to digital cable services, NCTA estimates
that there are 28 million analog television sets that continue to rely on analog cable service or over-the-air

broadcasts.

With such a large number of analog sets still in use, each cable operators’ first priority is to ensure that
their customers suffer the least amount of disruption to their television service. Each cable operator will need to

make a determination based on its unique circumstances and customer needs. In order to help advance the



54

digital transition, cable operators need the flexibility to ensure that their customers can — on the first day of

digital-only broadcasts — continue to watch their favorite stations on their existing televisions.

This flexibility should permit cable operators to employ a variety of solutions to ensure a seam!ess
transition from the consumer’s perspective. For instance, a cable operator may decide to convert the digital
broadcast signal to analog format at the headend. Under this option, cable customers who receive service on an
analog television without the use a set top box will receive the same high-quality service the day after the
transition as they did the day before with no requirement for new equipment and at no additional cost to the
consumer. In cable systems that have significant digital penetration, another option would be to deploy digital
set top boxes to all consumers in that market, which would ensure continued access to local broadcast signals
after the transition. This option, however, would require these customers to change out equipment or add a set

top box where they did not have one before.

Thanks to Congress and the NTIA, consumers will also have the ability to obtain coupons to purchase
digital-to-analog converter boxes that will make over the air digital broadcast signals viewable on analog
television sets that are not connected to cable. While we were pleased that in implementing the converter box
subsidy program, NTIA made all households eligible for up to two coupons-—including cable households—
while the initial funds of $990 million are available, we agree with our colleagues at the NAB that all
households should be eligible to participate throughout the entire program in order to minimize consumer

confusion.

1 can assure you that Time Warner and the cable industry are committed to ensuring that the transition
to digital felevision is a success. The sole measure of that success will be consumer reaction. We take our role
very seriously to provide for a robust consumer education program that will ensure a seamless transition for our
customers and your constituents. Because ail of the affected industries will encounter different challenges as
we approach the deadline for the transition, it is absolutely critical that no solution is foreclosed. Providing
flexibility to implement every option and tool available will be the key to making this important effort a

success,

CONCLUSION
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Thank you for the opportunity to discuss the digital television transition. We look forward to
continuing to work with you and the other members of this committee on our shared goal of promoting an

affordable and seamless digital transition.

I would be pleased to answer any questions you might have.
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Mr. MARKEY. Thank you, Mr. Britt. Again, we are honored to
have Mary Fetchet, who is the founding director of the Voices of
September 11th with us today. Thank you so much for being will-
]iong to appear before us. Whenever you are comfortable, please

egin.

STATEMENT OF MARY FETCHET, FOUNDING DIRECTOR,
VOICES OF SEPTEMBER 11TH

Ms. FETCHET. Good morning, Chairman Markey and Congress-
man Upton and our distinguished members, especially Congress-
woman Harman, who I worked so closely with when we were trying
to get legislation passed. It was an honor to work with her. And
it is an honor to be here on this panel and I am relieved to hear
that people are moving forward in this process.

My name is Mary Fetchet and I am founding director of Voices
of September 11th, a 9/11 family organization whose membership
includes over 6,000 individuals worldwide. As you may know, my
husband and I suffered the ultimate loss, as parents, when our 24-
year old son, Brad, was tragically killed in the Tower 2 of the
World Trade Center. Like many Americans, my sense of security
and my faith in our Government’s effectiveness was shattered on
that horrific day.

The past 5 years have been a painful education for me, grappling
with the challenges presented by political maneuvering, Congres-
sional inertia and powerful special interest groups. But due to the
dedicated efforts of 9/11 family members, the 9/11 commissioners
and many of our elected officials, some progress has been made.
However, I am frustrated by the slow progress concerning first re-
sponder communications. Imagine, if you will, being told that your
loved one’s death could have been prevented. Imagine then that the
solution to this problem was identified a full 5 years earlier. Imag-
ine further that nearly 6 years later little has been done. As you
know, this is not a hypothetical example. It is an unfortunate re-
ality that exists today.

I was horrified to learn, actually when we were at a caucus meet-
ing, sitting on a panel, that this final report of the Public Safety
Wireless Advisory Committee, which was published in 1996 to the
FCC and NTIA, nearly 11 years ago, identified the exact problems
in first responder communications that still exist today. “The lack
of sufficient quality radio spectrum suitable for public safety users
deters technological innovation, diminishes the responsiveness and
effectiveness of public safety and ultimately compromises the safety
of the responding officers and of the very individuals seeking their
help.”

I was baffled that a problem identified after the 1993 World
Trade Center bombing, confirmed in Oklahoma City, confirmed on
9/11 and confirmed during Hurricane Katrina, has yet to be cor-
rected. I can think of no other words than negligence. The 9/11
Commission made a strong recommendation in their 2004 report
urging the expedited and increased assignment of spectrum for
public safety purposes. Less than a year ago Chairman Tom Kean
and Vice Chairman Lee Hamilton asked a committee of your col-
leagues, “Who can say that no disaster will strike us before 2009?
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It is inexcusable that we still haven’t gotten our rescue workers the
tools that they need to do their jobs.”

This sentiment resonates strongly with American people, as well.
In August 2006, Voices of September 11th conducted a national
survey of over 2,000 individuals to measure their perception of pre-
paredness. The results were sobering. Over two-thirds of respond-
ents rate national preparedness as fair or poor. Local preparedness
and home preparedness rate only slightly better. I fear, as Con-
gresswoman Harman said, that another mother, father or sibling
will suffer the same loss as my family. I fear not only for their loss
but for the torment and anger that they, too, will experience follow-
ing that their loved one’s death could have been prevented had
these important reforms been implemented.

Please prove these fears wrong. We cannot afford to wait, cannot
afford to jeopardize the lives of our first responders or the lives of
those they are called upon to save. In the past, the Federal Govern-
ment has neglected its fundamental responsibility to protect its
citizens. Who will be held accountable when the next lives are lost?
I would like to play the message my son left me around 9:00 a.m.
on September 11th.

[Recording played]

As you can see, Brad was unaware that his life was in jeopardy
and followed the direction he was given to remain in his office.
They were safe and secure. Sadly, individuals trying to evacuate
the building were sent back up to their offices. Firefighters and
first responders who rushed into the building to save lives were not
able to communicate. I remain convinced that Brad’s life and the
lives of over 600 other innocent citizens in Tower 2 could have been
saved if the first responders were able to communicate on 9/11.

Let me close as I began. My husband and I suffered the ultimate
loss, as parents, when our 24-year old son, Brad, was tragically
killed in Tower 2 of the World Trade Center. Today I am very
hopeful, as I am hearing these panelists talk about moving forward
and how they are going to approach converting the spectrum. And
I believe that you will learn from the lessons of 9/11 and that with
your support, our brave first responders will be better equipped to
respond and minimize the loss of life in the next catastrophic emer-
gency, whether it is a terrorist attack or a natural disaster.

We all have an obligation, both public and private sectors, to en-
sure this radio spectrum transition. Appropriate funds must be
dedicated with vigilant oversight by this committee to ensure we
are spending limited homeland security dollars wisely. A concerted
effort on all levels of Government must be made to work in a bipar-
tisan manner and concrete deadlines must be adhered to. I implore
you to make a promise to my family and the families like mine that
we will not allow this problem to continue any longer.

Voices of September 11th remains committed to working towards
the full implementation of the 9/11 recommendations, especially in
the area of preparedness and improved first responder communica-
tions. I make a personal commitment to support your efforts in
educating the general public, as well as the efforts of everyone sit-
ting here on the panel, as you move forward with the spectrum
conversion. I sincerely thank you for the opportunity to speak today
and I look forward to answering any questions.
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[The prepared statement of Ms. Fetchet follows:]
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Good moming, Chairman Markey, Congressman Upton, and distinguished members of
this committee, I am honored to be here today to testify on behalf of the 9/11 family

members.

My name is Mary Fetchet. I am the Founding Director and President of Voices of

1™, a 9/11 family organization whose membership includes over six

September 1
thousand individuals worldwide. As you may know, my husband and I suffered the
ultimate loss as parents when our twenty-four year old son, Brad, was tragically killed in
Tower Two of the World Trade Center. Like many Americans, my sense of security and
my faith in our government’s effectiveness was shattered on that horrific day. The past
five years have been a painful education for me, grappling with the challenges presented
by political maneuvering, congressional inertia, and powerful special interest lobbies, all
the while struggling with my personal anguish and grief. ButIam proud to report that

due to the efforts of 9/11 family members, the 9/11 Commissioners and dedicated elected

officials, some progress has been made in making our country safer.

However, I am shocked and frustrated by the slow progress that has been made
concerning first responder communications. Imagine if you will, being told your loved
one’s death could have been prevented. [magine, then, that the solution to this problem

was identified a full five years earlier. And imagine further, that nearly six years later,
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little has been done. As you know, this is not a hypothetical example at all. It is the
unfortunate reality that exists today. 1 firmly believe my son Brad’s death could have
been prevented on September 11", but communication breakdowns made it impossible

for brave rescue workers to effectively perform their job of saving lives.

I would like to read briefly from the final report of the Public Safety Wireless Advisory
Committee, issued nearly eleven years ago. The report identified the exact problems that

to this day we have failed to correct. It is as meaningful today as it was then:

“No responsibility is more fundamental and reflective of the nation’s values than that of
its Public Safety agencies. The citizens’ legitimate expectation is that when their life...is
endangered, the government will respond.... The effectiveness of police officers, fire
fighters, emergency medical services (EMS) personnel, and other Public Safety officials
is inextricably tied to communications capability. Today’s communications environment,
however, impedes meeting this responsibility.... The lack of sufficient, quality radio
spectrum suitable for Public Safety use deters technological innovation, diminishes the
responsiveness and effectiveness of Public Safety, and ultimately compromises the safety

0l

of the responding officers and of the very individuals seeking their help.

I have spent more time in Washington the past five years than I ever could have
imagined. Tam aware of the challenges of coordinating the public and private sectors to

address this issue, and the political infighting that must be overcome. [ understand the

! Final Report of the Public Safety Wireless Advisory Committee to the Federal Communications
Commission and the National Telecommunications and Information Administration, (11 September 1996),
5 Sec. 1.1. Available at <http://www ntia.doc.gov/osmhome/pubsafe/PSWAC_AL.pdf>.
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challenge of legislating, and the greater challenge of implementing. And I understand the
influence of powerful special interests. But I am here now to say this: Careful
consideration is important, testimony is valuable, but the time for debate is over. There is
no more room for interpretation. You have legislated, and now you must implement. A
concerted effort must be made to work in a bipartisan manner, and concrete deadlines
must be adhered to. 1implore you to make a promise to my family and the families like

mine: We will not allow this problem to continue any longer.

It was my naiveté that allowed me to be successful in pushing for reforms here in
Washington, and five years later, maybe I remain naive. But I am baffled that a problem
identified after the 1993 World Trade Center bombing, confirmed in Oklahoma City,
confirmed on 9/11, and confirmed during Hurricane Katrina has yet to be corrected. I

can think of no other word than negligence.

Voices of September 11™ remains committed to working towards the full implementation
of'the 9/11 Commission recommendations, especially in the area of preparedness and
improved first responder communications. The Commission made a strong
recommendation in their 2004 report, urging for the expedited and increased assignment
of spectrum for public safety purposes.® Less than a year ago, Chairman Thomas Kéan

and Vice Chairman Lee Hamilton asked a committee of your colleagues, “Who can say

> Einal Report of the National Commission on Terrorist Attacks Upon the United States (New
York: W.W. Norton and Co.: 2004), 397.
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that no disaster will strike before 2009? It’s inexcusable that we still haven’t gotten our

rescue workers the tools they need to do their jobs.”

This sentiment resonates strongly with the American people, as well. In August 2006,

Voices of September 11" conducted a national survey of over 2,000 individuals to
measure their perceptions of preparedness. The results are sobering. Over two-thirds of
respondents rate national preparedness as fair or poor. Local preparedness and home

preparedness rate only slightly better.”

I am impressed by the distinguished panel of witnesses assembled here today, and I am
encouraged by the commitment to reform made by the members of this distinguished
committee. But I remain skeptical. I fear that another mother, another father, another
sibling will suffer the same loss as my family. I fear not only for their loss, but for the
torment and anger they will experience knowing that their loved one’s death could have
been prevented had these important reforms been implemented. Please — prove these
fears wrong. We cannot afford to wait; cannot afford to jeopardize the lives of our first
responders or the lives of those they are called upon to save. In the past, the federal
government has neglected its fundamental responsibility to protect its citizens. Who will

be held accountable when the next life is lost?

3 Thomas Kean and Lee Hamilton, testimony before the Subcommittee on National Security,
Emerging Threats and International Relations, U.S. House of Representatives, 6 June 2006.

* Sixty-nine percent of those surveyed rated U.S. preparedness as “fair” (38%) or “poor” (31%).
Local community preparedness was rated as “fair” or “poor” by sixty-seven percent of respondents (35%
and 32%, respectively). Home and personal preparedness was rated as “fair” or “poor” by sixty-five percent
of respondents (37% and 28%, respectively). Full survey data and methodology is available at
<http://www.voicesofsept11.org/dev/surveys.php?idtocitems=107,127&pers=1>.
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I would like to close by playing the message my son Brad left me around 9:00 am on

1", (Play tape)

September 1
As you can see, Brad was unaware that his life was in jeopardy and followed the
direction he was given to remain in his office — “that they were safe and secure”. Sadly,
individuals trying to evacuate the building were sent back up to their offices. Fire
fighters and first responders who rushed into the building to save lives were not able to
communicate. As a result, over 600 innocent citizens that should have escaped died.

Let me close as I began. My husband and I suffered the ultimate loss as parents when our
twenty-four year old son, Brad, was tragically killed in Tower Two of the World Trade
Center. Like many Americans, my sense of security and my faith in our government’s
effectiveness was shattered on that horrific day. Today, I am hopeful that with your
support, our brave first responders will be better equipped to respond and minimize the
loss of life in the event of another catastrophic emergency, whether a terrorist attack or
natural disaster. We all have an obligation, both public and private sectors, to work
together in a bi-partisan fashion to ensure this transition. Appropriate funds must be
dedicated with vigilant oversight to ensure we’re spending limited homeland security
dollars wisely. As President of Voices of September ll‘h, I make a personal
commitment to support your efforts in implementing these important reforms and to
assist you in educating the general public as you move forward with the spectrum

conversion. I sincerely thank you for your time and look forward to answering any

questions you may have.
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Mr. MARKEY. Thank you very much, Ms. Fetchet, and thank you
for sharing your story with us today. Mr. Vitelli, you have 5 min-
utes.

STATEMENT OF MICHAEL VITELLI, SENIOR VICE PRESIDENT,
CONSUMER ELECTRONICS AND PRODUCT MANAGEMENT,
BEST BUY, INC.

Mr. VITELLI. Good morning. Chairman Markey, Mr. Upton and
members of the subcommittee, my name is Mike Vitelli and I am
pleased to be here today on behalf of Best Buy and the Consumer
Electronics Retailers Coalition, otherwise known as CERC. Best
Buy is the country’s leading consumer electronics retailer with over
800 stores in 49 States with approximately 130,000 employees. We
are a founding and leading member of CERC, which includes other
leading consumer electronic specialty retailers, major general re-
tailers that sell consumer electronics and three major national re-
tail associations.

In the last Congress, you set a clear, definite, unconditional date
for the end of analog broadcasts, which we agreed would be the sin-
gle most effective thing you could do to complete the transition to
digital broadcast signal. Since then, CERC and its members have
worked proactively with the FCC and the NTIA. We look forward,
as well, with working with members of this subcommittee, its lead-
ership, any interested members, to help make this transition an
unqualified success for our customers and your constituents, so I
want to talk about four key points about the transition.

First is the purchase of a new television is more complex than
it needs to be and the education of consumers will help the transi-
tion. Best Buy research shows that 77 percent of all DTV shoppers
visit Best Buy before they buy a TV. And they may not all buy at
Best Buy, but we can use these visits to help people better under-
stand the DTV transition. Television shoppers are now increasingly
studious and deliberate. In addition to other stores, they actually
visit a Best Buy store four or five times before buying a TV and
almost 80 percent of our shoppers have researched their options on-
line before they buy a TV.

Buying a TV often involves in-depth dialog with our sales associ-
ates to learn the customer’s particular requirements and how they
are going to use it and what their budget is. The sales associate
can then identify a combination of display features, single acquisi-
tion choices and what they home network options are to give them
the best overall home entertainment experience.

We expect that consumers with TVs that rely on antenna signals
will find the option of a Government subsidized converter box at-
tractive. Many customers will not need a converter box, but our op-
portunity for discussion with each of them fosters a better under-
standing about the transition, as a whole, and each informed con-
sumer will then be better able to help others, like their parents,
understand the transition. So second, that goes to public education
about the transition to the DTV is critical and retailers are playing
a role. Albert Einstein said you really don’t understand something
until you can explain it to your grandmother. And we try to do this
as a business, as part of an industry group and as part of the
broader coalition.
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CERC has worked with the FCC and the CEA to develop, pub-
licize and distribute a DTV tip sheet with core information about
digital television products and services. Best Buy, Circuit City and
Radio Shack have distributed hundreds of thousands of copies of
these to our stores, physically and electronically, and it has been
published twice in retail industry magazine and remains on the
CERC Web site today. CERC has also published a 3-page consumer
guide, “What You Need to Know About the February 17, 2009 DTV
Transition”, and continues to update this document with each criti-
cal step in the transition and we are about to add more information
about the NTIA regulations.

Third, targeted public education about the need for converter
boxes is required and needs to be simple. Last week, before the
subcommittee, Assistant Secretary Kneuer stressed that the NTIA
would leverage its own public education resources by working with
the private sector. In anticipation of this need, CERC joined with
APTS, NAB and CEA in founding the DTV Transition Coalition.
This steering committee of a very broad coalition includes NCTA
and the Leadership Conference on Civil Rights.

The objective is to work with the FCC, the NTIA and the Con-
gress to provide accurate and consistent information via all media
and avenues to assure that no American household is without the
information they need to handle the transition successfully. The
goals of this broad public education campaign should be to help
people understand whether they will and perhaps more impor-
tantly, whether they will not need a converter box; help the people
that do need the box to understand how to receive one through the
program and ensure that people understand the reasons why the
tti‘fs‘lnsition is occurring and the many benefits and choices that it
offers.

Though a majority of Best Buy’s customers will complete this
transition without the need for a Government subsidized box, we
know that the success of the transition will be judged by the expe-
rience of those who do need or want a converter box, which leads
me to the final point. In order for NTIA’s CECB program to be suc-
cessful, the program has to work with retailers and their systems.

CERC has been concerned that NTIA design a program that is
feasible for a broad scale of small, medium and large retailers, in-
cluding online only retailers, such as our member Amazon.com and
thus far, we have appreciated the fact that the NTIA has shown
sensitivity to our concerns and our advice. And we know that
NTIA’s selection of a turnkey program vendor, which it plans to an-
nounce on August 15, 2007 may be the key to determining whether
the necessary electronics systems for processing coupons and han-
dling payments will be feasible for a broad scale of retailers and
their customers.

So aside from the matter of expense, making any change in your
point of sales system or payment system is dangerous and a
daunting task. A single bug can bring the system down. In the case
of a large retailer like us, this can mean sever inconvenience for
our customers and a smaller retailer, can literally put them out of
business. And no entity can afford to endanger its mission critical
systems, whether that is for ringing up sales or tallying up votes
and I think you will appreciate the fact that for the welfare of your
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constituents and local economies, the time for retailers to make
this change in our mission critical systems shouldn’t be during the
holiday selling season.

So NTIA has correctly left the door open for coupon redemption
early in 2008 and a sufficient number of retailers are coming on-
line. So in summary, the DTV transition is all about offering new
choices. We and our competitors are in the business to offer con-
sumers these options, help them to understand them and choose
the options best for them. The coupon eligible converter box pro-
vides an option which our customers must be and will be well
aware of.

And Mr. Chairman, at last week’s hearing, members of this sub-
committee asked Secretary Kneuer to plan to work with them and
their constituents to understand and anticipate the change. On be-
half of CERC and all of its members, I expect and hope you will
offer the same thing to us. We want to work with you, as well as
the FCC and the NTIA and other members of the DTV Transition
Coalition to make February 17 and 18 days that will pass only with
the appropriate recognition for all that we have accomplished by
working together. And on behalf of Best Buy and CERC and its
members, thank you again for inviting me to meet with you today.

[The prepared statement of Mr. Vitelli follows:]
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I am pleased to be here today on behalf of Best Buy and the Consumer
Electronics Retailers Coalition (“CERC”). Best Buy is the country’s leading consumer
electronics retailer with 832 stores in 49 states and approximately 130,000 employees.
The company started in 1966 with a single store in St. Paul, Minnesota and we continue
to operate our headquarters in the Twin Cities. In addition to our product and service
offerings, Best Buy is also known for our ongoing comrmitment to our communities,
providing volunteer support, financial resources and leadership on many issues, but
especially on the use of innovative technology to improve the learning opportunities for
kids.

Best Buy is a leading member of the Consumer Electronics Retailers Coalition
(“CERC”), which in addition to ourselves includes consumer electronics specialist
retailers Circuit City and RadioShack, and general retailers Amazon.com, Sears, Target
and Wal-Mart, as well as the three major retail associations — the North American Retail
Dealers Association (NARDA), the National Retail Federation (NRF), and the Retail

Industry Leaders Association (RILA).
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Consumer electronics retailers have been involved in the transition to digital
techniques since 1985, when we helped introduce the digital audio Compact Disc. More
than two decades later, we are nearing the completion of this transition. In the last
Congress, CERC members RadioShack and Circuit City testified before this
Subcommittee on separate occasions. Each time we said: “The single most effective
thing you can do to complete this transition is to set a clear, definite, unconditional date
for the cessation of analog broadcasts.” This Committee took the initiative in enacting
the legislation that did this. Since then, CERC and its members have worked proactively
with the FCC and the NTIA. CERC has been actively involved in sales associate and
consumer education for many years. In anticipation of a need to build a broad-based
public and private sector educational outreach on the DTV transition, CERC joined with
the Association for Public Television Stations (APTS), the National Association of
Broadcasters (NAB), and the Consumer Electronics Association (CEA) in founding the
DTV Transition Coalition to assure that February 17, 2009 will be a day for celebration
rather than consternation.'

We look forward, now, to working with this Subcommittee, its leadership, and
any interested Member, to help make this transition an unqualified success for our
customers and your constituents.

Public Education

Our own Best Buy research shows that 77% of all digital television (DTV)

shoppers visit Best Buy before they buy a TV. They might not all buy at Best Buy, but

when they visit Best Buy we’ve got a chance to help people to understand the issues that

! www.DTVtransition.org
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surround the DTV transition. Television shoppers are increasingly studious and
deliberate -- the average shopper visits Best Buy (in addition to any other store they may
check out) four or five times before buying a TV. Almost 80% of our shoppers have
researched their options online? before they buy a TV from someone. The new option of
a Coupon Eligible Converter Box (“*CECB”) will be attractive and helpful for many
customers who have TVs that rely on antennas for TV signals. Many customers will not
need any converter box today and might not choose this solution, but each customer help:
us understand how to discuss the DTV transition with any and all of our other customers.

As members of CERC discussed with this Subcommittee in the last Congress, the
purchase of a TV already often requires a complex dialog with our customers. The
subjects now include:

. Transmission and Display formats — High Definition (now available in
several flavors); Enhanced Definition; Standard Definition.

. Program and screen formats -- Widescreen aspect ratio (16x9) or
“traditional” aspect ratio (4x3).

. Signal acquisition — Antenna; cable; satellite; and now “wireless,” and
“pbroadband” variations.

. Tuning, authorization, and payment - In the receiver; in a “set-top box™
or PVR or other device; or through a “CableCARD”-enabled set that
allows purchase of premium channels without a set-top box.

. Types of displays — “Traditional” and “slim” cathode ray tube (direct
view and rear-projection); LCD panel; plasma panel; LCD rear-projection;
DLP rear-projection; LCOS rear-projection; LCD and DLP front
projection,

. Types of storage devices - VCRs; DVRs (removable media); PVRs (non-
removable media) and variations (PCs, game players, hand-held devices,
displays with integrated or removable storage).

2 Many, of course, have visited www.Bestbuy.com, but they also check out our competitors and
independent sources such as htip://reviews.cnet.com/Televisions/2001-6475_7-0.html?tag=cnetfd.dir.

3
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. Types of interfaces between devices — composite analog; component
analog (SD); component analog (HD); DVI/HDMI; IEEE1394; USB;
wireless variations; and associated forms of copy protection which triggers
only for certain programming.

Our approach is, through this dialog and by encouraging consumer research — via
the Internet, our website and other resources — to learn a particular customer’s needs and
wants, room size and space, viewing and recording practices, potential for a home
network, and budget. The sales associate then identifies the combination of display
formats and features, signal acquisition choices, and home network options that give the
consumer what he or she needs to get the best home entertainment experience. Today,
unless the consumer has already firmly decided upon a specific purchase — and with the
aid of Internet research, many have decided — retailers can not serve the consumer by
offering products on an isolated basis. We must determine how all of the devices will fit
together. Our customers are doing this also — this helps explain why they do so much
shopping and research before settling on a purchase.

Public Education About The Transition

It was Albert Einstein who said, “You do not really understand something unless
you can explain it to your grandmother.” We and our retail competitors have been
obliged continually to update our consumer information, product displays, advertising,
and websites, to help people understand their choices. As an industry, we work through
CERC on a broader scale. Several years ago, CERC worked with the FCC and CEA to
develop, publicize and distribute a “DTV Tip Sheet™ with core information about digital
television products and services. Best Buy, Circuit City, and RadioShack distributed

hundreds of thousands of copies to our stores, physically and electronically, and it was
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published twice in NARDA s retail industry magazine. It remains on the CERC website
today.

In June of 2005, CERC published a 3-page consumer guide, “What You Need To
Know About The ‘DTV Transition’ ~ A Dozen Questions & Answers.” After the
“hard date” legislation passed, CERC updated the Guide and changed the title to, “What
You Need To Know About The February 17, 2009 ‘DTV Transition’ — Questions &
Answers.” Now CERC is revising it again in light of the NTIA converter box
regulations, and it will be revised again when NTIA chooses a vendor.

Last week before this Subcommittee, Asst. Secretary Kneuer stressed NTIA’s
intention to “leverage” its own public education resources by working with the private
sector. In anticipation of this need, CERC joined with APTS, NAB, and CEA in
founding the DTV Transition Coalition. The Steering Committee of the Coalition also
includes the National Cable and Telecommunications Association (NCTA) and the
Leadership Conference on Civil Rights (LCCR). The full Coalition’s membership covers
a wide spectrum of broadcasters, manufacturers, retailers and consumer groups, as well
as participation by FCC and NTIA staff; to assure that no American household is without
the information it needs to handle the transition successfully. The Coalition’s web site,

www.dtvtransition.org, will serve as a clearinghouse for information and participation. It

* In CERC’s press release issued with the Guide we said: “[W]e thought we should assemble for
consumers what is now known about the prospects for analog TV broadcasts to be shut off, and what this
may mean for them. We’ve tried to put together answers to the most basic questions, but not to mislead
consumers by omitting future options or considerations. At the moment there’s no way to do this in less
than three pages of print. We’d prefer to have a shorter piece with fewer variables, but we don’t want to
tell customers anything that’s inaccurate or incomplete.” CERC said it has no objection to other entities
reproducing or distributing its Guide, and invited any reader to propose revisions to enhance accuracy or to
make it more concise. Both of these things have since occurred and have resulted in updates and wider
distribution.

* The Guide is available on the front page of the CERC web site, www.ceretailers.org; it is provided for the
record as an Appendix to this submission.
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links to CERC’s Guide, and other useful information from various sources. I want to
emphasize, however, that Best Buy, the other members of CERC, and the Transition
Coalition are well aware of the fact pointed out by several Members of this
Subcommittee last week, and acknowledged by Secretary Kneuer — the Internet is an
important tool, but cannot be the only tool, to reach those who are most likely to be
interested in, and who need to be aware of, the CECB program.

Public Education And Converter Boxes

Though many of Best Buy’s customers will complete their transition by means
other than coupon-eligible converter boxes, we know that the success of the transition
will be judged by the experience of those who do need or want a converter box. As
survivors in one of the planet’s most competitive markets, we don’t see the objective of
the CECB program as distributing as much government money as possible. Rather, we
see its objective as adding to the number of affordable choices consumers will have, and
providing a most affordable choice for many households.

As the old saying® goes, the problem with most people isn’t what they don’t
know, it’s that “they know so much that ain’t so.” Most of our customers are cable or
satellite subscribers. Their immediate reaction when they hear about the Digital
Transition is: “How will this affect my cable TV?” So initially, we need to help these
people to understand that this transition is not primarily about their present cable and
satellite services. If these services are fully meeting their needs, they are unlikely to need

a CECB product.® The fewer people who run out and get a subsidized box that they don’t

S First credited to 19" century humorist Josh Billings.
® As our Guide explains, however, there may be some additional broadcast services of interest that they
would need an antenna and a DTV receiver to capture.

6
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need, and aren’t going to use, the more coupons there will be for those who truly do need
and want to acquire a converter box.

Second, many people are assuming that this transition is only about moving from
standard definition television to high definition television (HDTV). So their first reaction
may be negative — that the government is forcing them to give up something that they
find satisfactory. This also “ain’t so.” Therefore, Best Buy, CERC and the DTV
Transition Coalition are working to help people understand why the transition is
occurring, and that its objective is to enhance, not restrict, consumer choice. (Of course,
we at Best Buy believe that HDTV television receivers have become a terrific value, and
we encourage our customers to consider this option. As their prices get closer and closer
to those of conventional displays, customers are choosing HDTYV receivers at an
unprecedented rate.)

No single industry can make this message credible to a public that is used to being
skeptical. Each of us here today has an important role. Best Buy and the other members
of CERC are working with the members of the DTV Transition Coalition to assure that
our messages are accurate, consistent, and understandable.

NTIA’s “CECB” Program

On behalf of consumer electronics specialty and general retailers, CERC has been
aggressive in communicating its views to the NTIA, on whose rules and choice of a
vendor the success of the “CECB” program will depend. In its Comments’ on the initial

NTIA Notice of Proposed Rulemaking, CERC advised —

7 CERC’s initial Comments and others received by NTIA can be found at —
http://www.ntia.doc.gov/otiahome/dtv/comments/dtvcomments_092906.html.

7
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Despite the comprehensive commercial experience of CERC’s
members with every current means of merchandizing and selling
consumer electronics, neither they nor anyone else can claim any
experience, on either the product or fulfillment sides, with the specific
product inventory and Point of Sale requirements that appear to be posed
by a program such as the one outlined by the Congress and now being
planned by the NTIA, ***

In these Comments, CERC hopes to apply its members’ experience
and expertise so as to assist NTIA in formulating a program with long-
term public benefits and only short-term costs to those who participate.
To achieve this result, we advise the NTIA to make maximum use of the
electronic commercial channels and techniques that today are open to
virtually all retailers who stock and sell consumer electronics products
through storefronts or on-line. In addition to maximizing efficiency
(hence, we would hope, participation®), an approach that integrates these
tools will also serve as a reasonable and non-discriminatory qualification
metric for establishing the qualifications to participate of those merchants
who are interested.

After NTIA issued its regulations, CERC published a press release expressing its

appreciation to NTIA for giving constructive attention to our concerns and

recommendations. We said —

NTIA’s regulations show keen attention to concerns and comments
expressed by CERC, its members, and others who want the DTV
Transition to succeed. The next step is for NTIA to choose a program
vendor, who will make additional choices of crucial concem to retailers
who would like to participate. CERC looks forward to continuing to work
with NTIA, the FCC, and other members of the DTV Transition Coalition
to stay on track toward a transition that serves the public interest as the
Congress intended.

Our focus is now on the selection of a program vendor because, as CERC noted in

its Comments, retail implementation of the CEBC program will require that a national

database and network be established to accept electronically coded cards as partial

payment, exclusively for a single product, out of thousands or hundreds of thousands of

§ Elsewhere in the Comments, CERC noted that as an association of competitors it is not in a position to
address whether any commercial entity will actually enter a market for any given product, including

CECBs.
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products that a retailer may carry. The system must electronically match the information
about the coupon and its expiration date with information accurately identifying the
qualifying CECB unit sold, and set in process an electronic payment to the retailer
according to customary business practice. It must be viable and secure for on-line as wel
as “brick and mortar™ retailers, and must be resistant to waste, fraud, and abuse. The
electronic systems now in use by consumer electronics retailers and national electronic
payment handlers have many, but not all, of these attributes. Hence, for any specialist
consumer electronics retailer to implement this program, it appears that some changes
will have to be made to its own hardware or software Point of Sale (“POS”) electronic
systems (or both), which nowadays may be broad in scale and highly sophisticated and
complex.

For large and small retailers alike, aside from the expense, implementing any
change in your POS or payment system is daunting. A single “bug” can bring the entire
system down. In the case of a large retailer like us, this can mean severe inconvenience
and delay for our customers. In the case of a small or regional retailer, such as many of
NARDA’s members, it can literally put them out of business. Any delay in receiving
payments, beyond normal commercial practice, can do so as well. We’ve communicated
these concerns to NTIA, and NTIA recognized them explicitly in their regulations and
their “RFP” to potential system vendors. The question now is whether NTIA’s vendor
will have a solution, and whether the solution, if effective and efficient, will “scale” so as
to invite participation from a suitably broad scope of stores and on-line retailers, as

Congress and the NTIA intend.
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CERC believes NTIA has taken the correct approach in seeking a single program
vendor to be held responsible for planning and implementation of the entire program, and
in intending to make its selection based on quality rather than, necessarily, price. CERC
has heard from a number of potential vendors who have expressed understanding of the
challenge, and optimism that they know how to meet it. Therefore, we are optimistic that
a broad scope of retailers will be offered a solution that does not overly tax their
electronic systems or place them at risk, and can be implemented accurately and reliably
by their sales associates and other personnel. Nevertheless, I am sure the Subcommittee
will understand that any entity that depends on an electronic system — whether it is for
ringing up sales, tallying votes, or some other constructive purpose — will wish to
consider, examine, and test very, very thoroughly any potential change to that system.

I think the Subcommittee will also appreciate that, for the welfare of your
constituents as well as their local economies, the time for retailers to make changes to
their systems generally ought not to be the year-end holiday selling season. For us in the
consumer electronics business, in 2006 the “Christmas rush” started well before
Thanksgiving; our planning and preparations for it started well before that. Therefore,
CERC also told NTIA it should assume that any system involving POS or other system
changes, if ready in the Fall of 2007, would be unlikely to be implemented unti! the first
quarter of 2008. NTIA has recognized this in its regulations and its RFP, and has given
retailers an adequate time window, starting in mid-2007, to decide whether to seek
qualification in the CECB program. However, as we have stressed throughout, CERC is
an association of fierce competitors. If any retailer is able to be “up and running” early in

2008, more power to them. NTIA has said it is leaving itself, and its vendor, sufficient

10
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flexibility to begin sending out coupons in January ’08 if there are sufficient numbers of

CECBs in distribution and sufficient retailers qualified to accept coupons for them. We

agree with this intention as well.

Education About The CECB Program

Secretary Kneuer has stressed, cotrectly from our point of view, that acquisition

of a subsidized converter box is one of a household’s options in responding to the digital

transition. We and our competitors are in business to offer consumers as many options as

possible, and to help them understand and choose what seems best. At this stage, let me

just make a few observations that I know other members of CERC share:

For consumers who already have TVs that receive signals from an antenna bu
lack digital tuners, adding a “CECB” is an attractive option. As has been
demonstrated many times, digital reception generally provides a superior
standard definition picture, as well as potentially dozens of additional local
broadcast channels that might not be carried by cable or satellite operators.

Consumers also have the option of upgrading their systems by purchasing an
HDTYV or (other) DTV receiver, and relegating their existing “analog” sets to
use with non-antenna sources such as cable (which we expect will continue to
provide analog signal feeds, either directly or via converters designed for their
own systems), satellite, DVD players, and game consoles. As HDTV and
standard definition DTV receivers become better and better values, many
customers are making this choice anyway, and we expect them to continue to
do so. These choices also represent successes in the transition, and ones that
do not drain any funds from the subsidy pool.

Therefore, successful education about the DTV transition will and must tout
the benefits of the CECB program (whether or not the particular retailer
participates), but must also put this program in the larger context -

o why it is occurring — to enhance our national emergency response
capabilities, as well as to offer consumers higher quality and more
choices by replacing a successful but technologically ancient
broadcasting system; and

o what is being offered — this transition is all about offering new choices,
not being arbitrary about old ones.

11
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At least week’s hearing, several Members of this Subcommittee asked Secretary
Kneuer to plan to work with them to help their constituents understand and anticipate this
change. On behalf of CERC and its other members, as well as Best Buy, I expect and
hope that the same offer will be made to us. We want to work with you, as well as with
the FCC, the NTIA, and the other members of the DTV Transition Coalition, to make
February 17 and 18, 2009, days that pass only with appropriate recognition for all we will
have accomplished by working together.

On behalf of Best Buy and CERC and its members, thank you again for having

invited me to meet with you today.

12
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Mr. MARKEY. Thank you, Mr. Vitelli, very much. We will now
turn to questions from the subcommittee members.

Mr. Vitelli, if a consumer walked into Best Buy today, could they
still buy an analog TV set?

Mr. VITELLL. There are, yes. The answer is yes. There are very
few left.

Mr. MARKEY. Are they told, do your sales people tell, are they
mandated by you, by your company to tell the consumer that the
TV will not work in 2 years without a converter box?

Mr. VITELLI. Our education of our sales employees gets into a
tremendous amount of detail about high definition, standard defini-
tion.

Mr. MARKEY. So if I walked in, if I left here this afternoon, which
I am going to do, and go into a Best Buy and I ask to buy that
TV set right over there, knowing it is an analog, would the sales-
man tell me it won’t work in 2 years?

Mr. VITELLL If you engaged in that conversation with that per-
son, you should get into that conversation.

Mr. MARKEY. No, no. I am asking does he give me or she give
me a warning that it won’t work in 2 years? I am saying I want
that TV, I like that TV. Does the salesperson say it is a good TV,
Eut?it is an analog TV; it won’t work in 2 years without a converter

0X’

Mr. VITELLI. That is part of our training with our sales staff.

Mr. MARKEY. So they will do that?

Mr. VITELLI. That is part of our training.

Mr. MARKEY. OK, so is there a sticker on the TV that says this
will not work in 2 years without a converter box?

Mr. VITELLI. Individual manufacturers are doing that. Some do
and some don’t.

Mr. MARKEY. Now, what does Best Buy do? Does Best Buy put
a sticker on the analog TVs?

Mr. VITELLI. We are not putting stickers on the televisions.

Mr. MARKEY. Is there a sign near the analog TV sets that says
these TV sets won’t work in 2 years? It is kind of like a clearance
sale right now? When you know that those ties that cost $19.95 are
the ties that they couldn’t sell for $119? Do you have any kind of
warning like that, Mr. Vitelli?

Mr. VITELLI. No.

Mr. MARKEY. You should. And I think our committee is going to
insist that you do warn from now on and we are going to ask your
association to warn all consumers that the analog TV set will not
work in 2 years and we are going to ask you to report back to the
committee as to the types of warnings on the sets or near those
sets and what requirements you have placed on sales people for the
next year because otherwise they are engaging in very bad con-
sumer purchases.

If I went into a Best Buy this afternoon, what are the chances
that a salesperson would know about the digital TV conversion?

Mr. VITELLI. Very high.

Mr. MARKEY. Very high. What efforts will Best Buy make next
January to ensure that the consumers are going to get the informa-
tion they need as they are walking into purchase these converter
boxes? Is there a training program you are putting in place?
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Mr. VITELLI. We certainly will when that time is there. We have
actually not gotten into product discussions yet with any of the
manufacturers about the box.

Mr. MARKEY. Have you put in an order for converter boxes from
Mr. Taylor’s company or from other companies that are manufac-
turing them?

Mr. ViTELLI. We have not gotten a formal proposal, if you will,
about boxes.

Mr. MARKEY. When do you expect to place your orders for the
converter boxes?

Mr. ViTELLIL. Normally, the cycle of an order for a new product
is about 3 to 4 months in advance of its arrival.

Mr. MARKEY. Will you have enough converter boxes on the
shelves of Best Buy on January 1, 2008? How many do you plan
right now on having on the shelves of your stores on January 1,
2008?

Mr. VITELLI. We haven’t done that analysis yet because of ana-
lyzing which stores they should be in, how many should we have,
how many different manufacturers

Mr. MARKEY. Will they be in all stores, Mr. Vitelli?

Mr. ViTELLI. It will depend on what we perceive the demand to
be.

Mr. MARKEY. I am not hearing you correctly. The answer to that
question is yes, they will be in all stores. Do you want to try that
one again? There are 23 million homes that don’t have a way of
watching television unless they can buy a converter box. We want
to hear you say all our stores will have converter boxes, Mr. Vitelli.
Can you please say that right now?

Mr. VITELLI. We will have boxes available for people.

Mr. MARKEY. In all of your stores?

Mr. VITELLI. On the assumption of when they are available and
where they meet——

Mr. MARKEY. No, we want them available on January 1 in all of
your stores because that is when the converter boxes are going to
be available for sale and the coupons will be in people’s hands. Will
you commit that you will have converter boxes available for sale on
January 1 in all of your stores?

Mr. VITELLI If there are converter boxes available, we will have
them in our stores.

Mr. MARKEY. You will have them in all of your stores? Are you
saying all or some, again?

Mr. VITELLI. You are asking me to predict——

Mr. MARKEY. I want you to just get an idea of the scope of this,
Mr. Vitelli. They are having an election for president in France
right now. There are 23 million homes in France. That is all there
are. There are 23 million homes in America that don’t have any-
thing except analog TV sets. Now, imagine how big that issue
would be right now in a presidential election if everyone France
was being asked. I think that is the only question that the can-
didates for president would be getting asked.

It is a big issue, huge issue, Hispanic community and they just
don’t subdivide into neat little communities across America, this
Hispanic population or other communities. They tend to live in all
States, in all cities and near all Best Buys and other retail stores.
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So we would really appreciate it if you could ensure that not only
Best Buy but the rest of your industry, when we have you back
here again, have put in place the program that will give us some
assurances that every American will have access to it.

My time has expired. Let me turn to the gentleman from Michi-
gan, the ranking member of the committee, Mr. Upton.

Mr. UproN. Well, I thank you, Mr. Chairman, and I just want
to say to Mr. Vitelli, I very much agree that we do need warning
stickers for all of our consumers. I can remember the story of Mr.
Barton’s wife going to get him a Christmas gift.

Mr. BARTON. No, it was I.

Mr. UPTON. Oh, you bought it? I though it was a gift from your
wife.

Mr. BARTON. It was a gift, but I bought it.

Mr. UptoN. All right. But that was before we actually had a
date, but we have a date now and it is important that every con-
sumer, whether it be this afternoon or a year from now, when they
go in, if there are analog sets, they know precisely that if they have
over-the-air, it is not going to work without a converter box.

And I will say that in the legislation that we moved in the last
Congress, which was bipartisan, for the most part, did include that
requirement in the legislation as the House passed it. And unfortu-
nately, the Senate, with its parliamentary rules, were able to knock
it out, and I wanted to say this before Mr. Markey left the room,
but we had a bill that will require that, to put it back. It is H.R.
608 and I don’t know if you have had a chance to look at it or not
or the industry, but I appreciate, maybe at some point in the next
few days, you might do that and come back in writing with a com-
ment.

It was introduced by Mr. Barton, co-sponsored by Mr. Hastert
and myself, and it requires consumer education and just that, so
that all consumers, and I am sad to say that it was introduced a
couple months ago and we have no, other than the two co-sponsors,
Mr. Hastert and myself, nobody else has co-sponsored and if we
want to see legislation move, we want to see a bipartisan, we want
to see this requirement put back and maybe if we are able to get
Mr. Markey’s support and others, knowing that they now have the
gavel, we can get this legislation moved. But it would require that
consumer education for everyone going to any store, whether it be
a Best Buy or a Sears, to have that requirement.

Mr. Taylor, I appreciated your comment early on, saying that we
certainly do need a hard date. And as you reflect back, you know
that that was an issue that we worked on very hard for a good
number of years. We had a number of different industry
roundtables to figure out where things were and I again just brown
nose Mr. Barton here for a second. He did pick a date and it was
met with a lot of resistance. We moved the date just a little bit,
but we made it firm and some have suggested that we delay the
implementation of this, that we push it back further.

And there were efforts in this subcommittee and maybe even the
full committee, as well, to actually pick a later date than what we
ended up with and thank goodness, Mrs. Fetchet, we defeated
those amendments. And I want to tell you, from this side of the
aisle, and I think Mr. Markey and I hope Mr. Markey and others
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would agree, that this date has to stick. It was a carefully balanced
date that we picked.

We didn’t want the consumers not to be able to get over-the-air
TV, but we had to allow the time to really force the broadcasters
to make the $5 billion in investment, as Mr. Yager said, to be able
to get the cameras and the equipment. And 90 percent of them
have achieved that, whether it be in the market that serves my dis-
trict in South Bend or Kalamazoo, or a larger market, as well. And
we were successful because we did push the broadcasters, scream-
ing a little bit, but they are going to make this date and that, then,
allows us to take that 24 MHz and give it to the first responders.

And through the sale of the analog spectrum the minute we were
able to pursue to provide assistance for the first responders so they
can, in fact, purchase the equipment down the road and I got to
tell you, I want to thank Mrs. Harman, who is here. She was a
leader. She worked with my colleague, former colleague now, Mr.
Weldon, on the act and even though they had an earlier date, I
think we all were convinced that this date works and I want to as-
sure you that we will not allow that date to slip.

I think we are in store to see this transition come somewhat
seamlessly and we do need an education effort and I will just plug
my bill one more time in the remaining 7 seconds, actually, Mr.
Barton’s bill. H.R. 608 does exactly that and we have now 18 Re-
publicans I am told that have cosponsored the legislation. No
Democrats.

Mr. BARTON. That is fast work.

Mr. UpTtON. Well, you got to put them in. You got to put the
names in, but it does do a lot of things for education and reminds
people that those analog sets need the converter box. We need to
push the industry to make sure that they are available in every
store around the country and I think that it can work and we ap-
preciate very much your meaningful testimony. I yield back.

Mr. DoYLE [presiding]. Thank you, Mr. Upton. The chair now
recognizes the chairman of the full committee, Mr. Dingell.

Mr. DINGELL. Mr. Chairman, thank you. These questions are for
Mr. Vitelli. I think, for the most part, Mr. Vitelli, you could answer
yes or no. Do you believe that information on the coupon program
should be widely available through retailers?

Mr. VITELLI. Yes.

Mr. DINGELL. Now, you have already distributed hundreds of
thousands of DTV tip sheets, is that correct?

Mr. VITELLI. Yes.

Mr. DINGELL. Now, given your testimony about the importance
of DTV education, do you believe that the retailers of the country
should see to it that there would be distribution of the coupon ap-
plication forms inside every store that is going to deal with these
kinds of sales of televisions?

Mr. VITELLI. Yes.

Mr. DINGELL. Will Best Buy do that?

Mr. VITELLI Yes, we will.

Mr. DINGELL. Thank you. You are certainly to be praised for that
and that is a commitment I think is of great value to the consum-
ers of the country. Thank you. Now, I am concerned here, again,
that retailers may be tempted to sell Americans expensive digital
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televisions rather than letting them know that they can buy cou-
pons or rather, they can obtain coupons for low cost converter
boxes. Is that a concern for you and for Best Buy?

Mr. VITELLI It is not a concern for me and Best Buy. Best Buy
is a customer relationship selling environment, not an all pressure
sales environment, so we engage with the customer, try to under-
Starclid what their needs are and get them the best thing for their
needs.

Mr. DINGELL. What should a responsible retailer do to prevent
consumers from then being forced into buying more expensive and
Em}?ecessary digital televisions when they only need a converter

0x?

Mr. VITELLI. As I just described, what we do is try to engage
with each customer and understand what they are trying to accom-
plish and based upon that, give them the best thing for what that
experience is and if all that experience is to get my analog TV to
work, then that box is the number one thing that they need.

Mr. DINGELL. So you are trying, then, to see to it that the infor-
mation is readily available in the stores to make that choice clear
to your consumers and customers, is that right?

Mr. VITELLI. As soon as those boxes are there, that will be part
of our education process to make sure that we are giving the right
information to all of our customers.

Mr. DINGELL. Now, do you think that retailers should maintain
a sufficient supply of boxes at all times throughout the coupon pro-
gram so that consumers are not being put in the position of being
unable to redeem the coupons due to an inadequate or insufficient
or nonexistent supply of retail outlets?

Mr. ViTELLI. Absolutely. The point I was trying to make earlier,
I was struggling to make, is that air shipping a box from a central
location can be just as effective as having it dispersed over stores.
In some cases, it can be more effective because you can have an
imbalance of where the inventory is, so the mechanics of getting
somebody what they need quickly, there are multiple ways to do
that. One answer might be have it in all stores. Another answer
might be to air ship them the next day. There is multiple ways to
solve the same thing, which is get people what they need.

Mr. DINGELL. Thank you. Now, I assume that the education pro-
grams that a responsible store would conduct would be to have
prominent in-store signs and displays that would inform consumers
of this situation and their choices?

Mr. VITELLI. Each retailer does it a little bit differently. Signage
is an important part of our stores. In our stores, the human inter-
action is probably the highest. In stores that have less sales people,
signage could be, so it is going to be a mix, depending on individual
retailers and how they engage with their customers.

Mr. DINGELL. But there should be an attempt on each retailer to
see to it that the customers are properly informed of these matters?

Mr. ViTELLI. Clearly.

Mr. DINGELL. And that is more than just a slip by the cash reg-
ister, something like that, is it not?

Mr. VITELLL I agree with you. It is more than that. Best Buy and
the consumer electronic retailers have been talking about the DTV
transition for some time.
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Mr. DINGELL. Now, will there be point of sale symbols or logos
that will denote converter boxes which are eligible for the coupon
program should that be the case?

Mr. VITELLL. I am not sure exactly what your question is, but I
think the actual packaging of a converter box, saying that it is eli-
gible for the coupon program would probably be a good idea be-
cause it is one of those products that will be available and it will
be very visible and maybe designing the packaging that way could
be a good way of communicating, as well.

Mr. DINGELL. Thank you. You have answered that question very
well. Is Best Buy going to see to it that there is information about
the coupon programs and eligible converter boxes in its advertise-
ments and direct mailings?

Mr. VITELLL. When the timing is right and we understand the se-
quencing, I would say absolutely, yes, and making sure that that
is very clear. I think all retailers will look to do that during that
timeframe.

Mr. DINGELL. Thank you, Mr. Vitelli, and thank you, Mr. Chair-
man.

Mr. DovLE. Thank you, Mr. Chairman. The chair now recognizes
the ranking member of the full committee, Mr. Barton.

Mr. BARTON. Thank you, Mr. Chairman. We have talked a little
bit about H.R. 608, which is the bill that Mr. Hastert and Mr.
Upton and I introduced back on January 22 to put into law those
parts of the educational program in the DTV transition that were
stripped out by the Byrd rule in the Senate several years ago.

This bill does six things. It would require retailers to display
signs near analog-only television sets on their shelves. It would re-
quire cable and satellite operators to provide DTV billing inserts
explaining to their customers what is going on; require broad-
casters to file regular FCC reports detailing their consumer edu-
cation efforts, such as the airing of public service announcement
over their stations. It would ask the FCC to create a public out-
reach program, including a DTV working group. It would require
the NTIA to establish national energy standards for converter
boxes so that the State regulations don’t hinder the manufacture
of efficient low-cost converter boxes. And it would ask that the FCC
submit progress reports to Congress on the FCC, the private sector
education efforts, the NTIA to submit progress reports to Congress
on the coupon distribution and redemption effort.

According to the bill, this would all start, some of these education
efforts are supposed to start by May 1, 2007, which is only 2
months from now. Does everybody on the panel support this type
of legislation—if not this particular bill? Is there anybody that
doesn’t support this? How many do support it? OK, let the record
show nobody supports it.

Mr. TAYLOR. May I?

Mr. BARTON. Yes, Mr. Taylor.

Mr. TAYLOR. Many of those things are already under way. I
should say that the consumer electronics industry had a voluntary
labeling effort that started last year. If you were to buy an analog
LG television set and we didn’t have too many models left, but
those that were available at retail starting last year had a label in
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English and Spanish that explained, once we had a hard date we
were able to label it, which was very helpful.

It explained that if you were going to use this for over-the-air tel-
evision, you would need a converter box in 2009, so some of us are
doing that. Regarding the energy standards that I believe is in-
cluded in the NTIA rules, this product, in order to be certified by
NTIA to be sold for the coupon program, must have a 2 watt stand-
by power and auto power down after 4 hours of nonuse, so that has
been addressed. I mean, I think that we are making progress in a
lot of these areas.

And I have to tell you, as one who has been involved in the for-
mation of the DTV transition coalition, the passion and commit-
ment on the part of all the parties is unparalleled. Everybody is
really committed to moving forward with or without legislation.

Mr. BARTON. Anybody else want to comment?

Mr. YAGER. Let me just say that it is very difficult for broad-
casters to commit to a May start date on a program where promot-
ing converter box when the consumer cannot get them at Best Buy
or any other retail outlet. We are planning a full scale, full blown
campaign to make the public aware, but setting it on a specific
date, before we have a product for the consumer to actually pur-
chase, I think would create tremendous confusion.

Mr. BARTON. What date would you recommend?

Mr. YAGER. Well, if the converter boxes aren’t going to be avail-
able until the 1st of January 2008, I would recommend that we go
to some time in November. You need a little lead time to ramp up
the campaign, but May 1 is going to create tremendous confusion.
I don’t want to create panic in the marketplace early. But we do
think we have a real job to do in educating the leadership in our
communities through speakers, bureaus and other things, up until
the point we get there. With all good reference to Best Buy, we
have a lot of education to do at the retail outlet, itself.

Mr. BARTON. Mr. Britt, do you have any comment?

Mr. BRITT. Yes. I think four of us are involved in this coalition
and through that coalition we support everything that is in the bill.
Education is really the key, most important thing that has to hap-
pen here and I think we need to do all of the things you mentioned
plus some more, so we do support that effort. Whether it needs to
be legislated or not is something for all of you, but we do need to
do the education.

Mr. BARTON. Well, I think Mr. Yager made that the May 1 date
is too early and we are very open on that. There seems to be con-
cern, and I would even go so far as to say a legitimate concern that
there needs to be a fairly comprehensive, coordinated, massive out-
reach program to make sure the public knows what is happening.

We had these things that were in the law, in the bill that came
out of the House, but got stripped in the Senate. So I am going to
ask Mr. Dingell and Mr. Markey to hold a hearing on our bill and
if we need to make some changes, fine. I think it would be helpful
to have legislation that is supported just so that we know what the
ground rules are. Mr. Hastert and myself and Mr. Upton are not
trying to be cute about this.

If we don’t have it right, this is a bill that we are very open and
flexible on, I will be asking Mr. Dingell and Mr. Markey to sched-
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ule a hearing specifically on the bill. If there are changes that need
to be made, like Mr. Yager’s that recommend action that those can
be incorporated. I have several other questions, Mr. Chairman, but
I will just submit them for the record.

Mr. VITELLI I just have one comment to your question.

Mr. BARTON. Sure.

Mr. VITELLL. And I can’t speak to every one of our competitors’
inventory situation, but by May 1, plus or minus some days, there
won’t be any analog TVs inside of Best Buy.

Mr. BARTON. That is a moot point. OK.

Ms. FETCHER. I just wanted to say we reach out to our constitu-
ents on a weekly basis. We send out a weekly newsletter and actu-
ally publicize a lot of what is going on here in Washington. We
would be happy to do that. But I would also have you think about
September as preparedness month and you have a Government
agency, Ready.gov and FEMA and others that you might be able
to publicize through them, through the American Red Cross,
through some of the emergency planning, the police department,
the fire department.

Because I think the way that you frame the message is going to
be so critical. You don’t want to frighten the general public. You
want to explain why this is being done, how it is being done and
work with the coalition to coordinate the launch time and put a
timeframe in place so you are working together with the private
and public sector.

Mr. BARTON. Thank you. Thank you, ma’am.

Mr. DOYLE. Gentleman’s time is expired. The chair recognizes
the gentlelady from California, Ms. Harman.

Ms. HARMAN. Thank you, Mr. Chairman. I want to second that
suggestion that Mary Fetcher just made. September is Emergency
Preparedness Month and there are programs in many States, in-
cluding in California, to teach emergency preparedness in schools.
It is a perfect opportunity to communicate a message without cre-
ating fear in those who are receiving it and I would recommend we
would consider that.

I also want to thank Mr. Upton for some of the comments he has
made, including the one that he will not let this deadline slip. I am
missing the mark up of the authorization bill for the Homeland Se-
curity Department right now because I feel so strongly that we can-
not, we cannot violate, really, a sacred trust to those who died on
9/11 and I will do whatever it takes in this committee and in that
committee to make certain that this deadline does not slip.

A week before 9/11, my oldest son, I have four sons and a grand-
child now, spent that week in one of the Trade Towers in the New
York office of his San Francisco based investment firm. He was
then 26. Brad Fetchet was 24. I don’t know what floor he was on,
but I do know that he could easily have been there on 9/11 and I
think any of you could tell a story like that, that someone you
know, one of your family members could easily have been there on
g/él and could tragically have suffered the fate that Brad Fetchet

id.

I don’t know how Mary can listen to that tape. I am not sure I
could listen to that tape. But I hope all of you felt a pain in your
hearts when you heard that tape. A young child, one of the
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Fetchet’s three children, who loves his parents, wanted to calm
them down, never suspected that he would be in harm’s way, in a
place, at a time when had we had adequate interoperable commu-
nications, his life might have been spared.

Let me ask the panel, did any of you have family members or
dear friends who perished on 9/11, either in the Trade Towers or
in the Pentagon or on those airplanes? Nobody? Did any of you
know or do any of you know people whose family members per-
ished? Yes. Well, OK, Mr. Vitelli, let us talk to you for a minute.
I understand all the problems at Best Buy and I really know it is
a massive chain. In fact, one of my other sons worked there for a
summer, it is a very capable outfit. We shop there. But I don’t care
how many problems there are with this. If you had lost a family
member or thinking about your friend, putting yourself in that
friend’s shoes, does that change anything about the testimony you
just gave?

Mr. VITELLIL. There is no question in my mind that, actually, tes-
tifying after Mrs. Fetchet was very difficult.

Ms. HARMAN. I would bet.

Mr. VITELLI. And it does indeed make a lot of the things that we
talk about seem very trivial.

Ms. HARMAN. Thank you for that answer. It surely does to me,
too. In another lifetime I was a corporate attorney. I get it, that
all of this is hard. Some of my best friends are broadcasters, et
cetera, but I think that nothing is harder than losing a family
member needlessly in a future 9/11-type or natural disaster be-
cause we weren’t ready. Does anyone think that that is less hard
than the problems you all have been talking about?

OK, so I think I am going to yield back the remainder of my
time. I really am too emotional about this to ask detailed questions,
but I would just say to this committee that we should stop at noth-
ing to get this right. I am planning to review the Upton bill that
has been discussed. I haven’t seen it and I am going to study it.
I think bipartisan cooperation is absolutely necessary here and a
firmness of view that nothing, and I mean absolutely nothing, will
cause this date to slip. I yield back the balance of my time.

Mr. DOYLE. Chair thanks the gentlelady. Chair now recognizes
the gentleman from Oregon, Mr. Walden.

Mr. WALDEN. Thank you very much, Mr. Chairman. I have a cou-
ple of questions for our witnesses and Mr. Taylor, let us start with
you because you are the maker of the box, right? Or one of the
makers of some of the boxes. Can you guarantee you will have an
adequate supply of boxes available in time for Mr. Vitelli to have
them on sale in his store by January 1, 20087

Mr. TAYLOR. We do plan to have sufficient quantities available
by January 2008. We are in discussions with our retailers right
now and preparing the launch plan.

Mr. WALDEN. And Mr. Vitelli, isn’t one of the issues you have is
that you have got to make sure they have the boxes before you can
commit that you will have them in your stores?

Mr. VITELLI. Yes, that is true. And someone mentioned earlier,
and I don’t remember exactly who it was, it might have been Mr.
Green, but I am not sure, but the idea of some preorder process.

Mr. WALDEN. Right.
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Mr. VITELLI. To estimate the actual requirements. That actually
sounded interesting to me when I heard it.

Mr. WALDEN. Is that something you have done a rollout before
of a new product?

Mr. VITELLI. Generally not, because manufacturers have a cer-
tain amount of supply they can come up with and if it is hot, it
is usually——

Mr. WALDEN. Like Xbox, where people are camping out all night.

Mr. ViTELLL I was just going to say, yes.

Mr. WALDEN. Mr. Taylor, is there an opportunity, have you ever
engaged in a preorder process? Do you think that would be nec-
essary here?

Mr. TAYLOR. We would be happy to look into that, sure.

Mr. WALDEN. OK. I want to ask another question, Mr. Taylor.
The coupons that are going to be available, you referenced that this
box you have on display here is a simple dumb box, if you will let
me use that term. It is very bright inside, but all it does is convert
digital to analog, right?

Mr. TAYLOR. It has other features, but that is the main

Mr. WALDEN. OK. And I can use my coupon for that. Can I up-
grade to the smarter box with the recording capabilities and I will
still use that $40 coupon to reduce the cost of that box?

Mr. TAYLOR. You cannot, under the law nor the NTIA rules, use
the coupon for anything beyond a basic box.

Mr. WALDEN. A basic box.

Mr. TAYLOR. But we expect many consumers will buy that up-
graded box. In fact, we have on the market right now DVD record-
ers, DVD/VCR combos with the built-in digital TV tuners. I can’t
speak for others in the room, but I probably wouldn’t partake of the
coupon program. I would probably want to get one of those higher
end boxes to use with that set in my bedroom.

Mr. WALDEN. You are a consumer, just like I am and I sat here
thinking the same thing. That is why I asked the question. And I
can see where consumers, I don’t know what lid I am opening on
what box here, but consumers say why can’t I use that $40 any
way I want as long as I am getting a D-Day converter? So I don’t
know if that is something we are going to revisit or not, but Mr.
Vitelli, I share the concern of some of my colleagues.

I know when we debated this issue in this committee last year,
2 years ago, the notion that retailers might still be selling TVs that
are destined to be antiques here pretty quickly or at least require
a set top box, and I would encourage you, too, and I feel bad for
you, actually, today because you are representing one company but
you are really representing the whole industry and so we shouldn’t
be picking on Best Buy as some sort of problem here.

But I think you understand a lot of us are concerned that with-
out labels, without warnings, we are going to have consumers buy-
ing sets without the knowledge they are going to need one of those
boxes and I just tell you, if I were on your end I would understand
why you want to clear out analog TVs. Sure, you have got them
or you are buying them or whatever, but I think, too, that in the
long run, for consumer satisfaction, there will be a lot of grumpy
folks a year from now or 2 years from now when they discover they
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have got to buy yet another component, so I hope we can, Mr.
Ranking Member, get a hearing on your and Mr. Barton’s bill.

And I don’t understand why we can’t get that scheduled, given
the importance of this issue to consumers and I know that the
chair and the other chair are both gone right now, but I would cer-
tainly hope that we can get H.R. 608 up for a hearing, a markup,
and include it for movement here in the near future.

Mr. Yager, I guess I would like to ask you and the other panel-
ists here, I am concerned about the rollout and the education por-
tion of this program. As you know, I had concerns about the hard
date and catching consumers unprepared or the industry, the mak-
ers of the boxes, unready to help consumers. Is there anything we
need to do, other than those who call for more money, is there any-
thing we need to do or you need us to tell you to do to educate con-
sumers that you are not already going to do?

Mr. YAGER. I think it is going to be a willingness, Congressman,
to participate in the program. That is, those mailers you send to
your constituents to part of the program.

Mr. WALDEN. But I mean for broadcast. At one point there was
a requirement to force you to run ads, a certain number a day dur-
ing certain day parts. Do you need us to do that or do you antici-
pate the industry is

Mr. YAGER. No, I don’t think we need you to do that. Other than
Ms. Fetchet, nobody has a more vested interest in making this
transition work than the over-the-air broadcaster. I mean, we are
talking about our audience here. We are talking about our life
blood. We have got to make sure these sets work come February
2009, so in trying to say we are going to mandate spots be run here
or spots be run there gets a little difficult. We have a station in
Marquette, Michigan that does 70 shares with its newscast. Three
spots on that station a week will reach the whole Marquette audi-
ence. I have got some other stations that 30 spots a week are going
to require to reach the same kind of saturation point. I think you
have got to leave this to the broadcast stations and the individual
market.

Mr. WALDEN. But you and the cable and everybody else are com-
mitted to getting this word out? That is what I want to know.

Mr. YAGER. Broadcast industry is serious, totally committed to
getting the word out and I would assume cable is.

Mr. WALDEN. And Ms. Fetchet, I can’t

Mr. DoYLE. The gentleman’s time has expired.

Mr. WALDEN. I just want to express appreciation for all you have
done, Ms. Fetchet, to move this forward and I realize I am ex-
tended, but thank you.

Ms. FETCHET. If I could say, too, if you could, if the Government
could send out information to your constituents, I think that would
be helpful and also the Government Web sites would be another
way to just distribute information.

Mr. DoYLE. Thank the gentleman. Now the chair recognizes the
gentleman from Michigan, Mr. Stupak.

Mr. STUPAK. Thank you, Mr. Chairman. I have been in and out,
but I watched you a little bit in my office. I had a meeting with
constituents. Every member of this committee supports a hard
date. In our bill that we ran that ended up in a close vote on com-
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mittee here, on the Democratic side, our hard date was April as op-
posed to February and there is a number of good reasons for it,
since a lot of this is in rural areas that are affected the most and
February, we are worried about getting out of our driveway, not
what station we are getting on the TV.

And I am glad that we have so many converts to interoperability.
We don’t have to wait for a hard date to do interoperability. What
we need are the resources to put in there. There are patches that
are available, as the hearing last week showed us about. Problems
where the interoperability on Hurricane Katrina could have been
done. If the administration would get behind interoperability in-
stead of moving money, taking money, moving money, taking
money.

In fact, the $1 billion you see cut out of the cops grants, we have
it in interoperability, so you are taking money out of cops to put
it in interoperability. It is sort of a shell game and I hope we get
away from it and really put a sincere effort into interoperability in-
stead of all these excuses about hard dates and who has got this
date and that date.

And Ms. Fetchet, I hope we don’t leave it to the Government to
try to educate people, because we have not done a very good job.
I hope we do leave it to the broadcasters, because they know what
they are doing and they are much more effective in communicating
what needs to be done as opposed to the Government.

But Mr. Yager, if I may ask you this question. Satellite is not
here, I wanted to ask them. But let me ask you a question because
it comes up oftentimes in rural areas and since you have a station
in my district, Marquette and Traverse City and a couple others,
let me ask you this. Many people assume that if a consumer has
cable or satellite, they will be just fine on their DTV transmission.
Some consumers that depend on satellite TVs, other on cable, but
I am concerned that not all satellite viewers will be fine. I wish
satellite was represented here today, as I said, but let me ask you.

According to the latest FCC filings, Equastar has local to local
service in 170 television markets, while DirecTV has local into local
service in 142 television markets. There are a total of 210 tele-
vision markets. That leaves at least 40 markets where satellite is
not carrying the local broadcast channel. One of these, without
local into local, is of course, Marquette, Michigan in our district,
and you own that station up there. So will consumers in Marquette
DMA, who have satellite, need to purchase a box to receive their
signal over the air?

Mr. YAGER. They would have to purchase a box if they have an
analog set. When Marquette starts transmitting in digital, which
I mean, they are transmitting now in digital, but they also have
an analog signal they are transmitting. When they go totally digi-
tal, they will have to have a box that would convert it to analog
so that they can get a picture.

Mr. StupAK. OK. In 1999 Congress allowed satellite companies
to do local into local, but it did not require it. Later, Congress did
a curious thing and mandated local into local in Hawaii and Alas-
ka, but not the rest of the country.

11VIr. YAGER. And we wish you would have in the Upper Penin-
sula.
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Mr. StUuPAK. I do, too. So do you thing the DTV transition pro-
vides an opportunity for satellite companies to roll out local into
local nationwide to all television markets? And broadcasters have
a date certain to switch to digital, February 2009. Do you support
a date certain for local into local rollout?

Mr. YAGER. Well, I certainly would support a date certain for
local into local rollout. I think it is kind of unfair that the smallest
markets in this country; Kirksville, Missouri; Marquette, Michigan
do not have local to local service.

Mr. StuPAK. Correct. Thanks. Mr. Taylor, thanks for your testi-
mony. Let me ask you this question. Who certifies the boxes that
you make?

Mr. TAYLOR. There is a self-certification process not unlike FCC’s
certification.

Mr. STUPAK. Self-service. Who does it, though?

Mr. TAYLOR. The manufacturer.

13/11". STUPAK. OK, so manufacturers are putting forth these stand-
ards.

Mr. TAYLOR. But there is also a process where the boxes are sub-
mitted to the NTIA.

Mr. StupAk. OK.

Mr. TAYLOR. And there is a stop gap measure there. If there is
any inkling that there may not be the performance levels required,
there is a closed loop.

Mr. STUPAK. So has NTIA approved this box, then?

Mr. TAYLOR. Not yet. The rules just came out several weeks ago,
so we are finalizing the design, but this box, we believe, will be
compliant and we plan to do our testing in the near——

Mr. STUPAK. Do you have to submit it to FCC for any kind of ap-
proval or their guidelines?

Mr. TAYLOR. I think there might be an FCC piece to this, but I
have to admit I don’t know that part of the rules.

Mr. StupaK. OK. When do you anticipate these boxes being
available so we could, like, run them to our district, see if they are
going to work?

Mr. TAYLOR. They will be available at retail in early 2008. I have
a few prototypes. If you want to borrow one, we could talk after the
meeting.

Mr. STUPAK. Thank you.

Mr. DOYLE. Gentleman’s time has expired.

Mr. StuPAK. Thank you, Mr. Chairman.

Mr. DoYLE. Thank you. The chair now recognizes my friend, the
gentleman from Illinois, Mr. Shimkus.

Mr. SHIMKUS. Thank you. It is great to be here. Thank you for
the panel. I have been in and out, as you can tell, conducting most
of my meetings right in the hallway, so I appreciate you all coming.
It is an interesting issue. My opening statement talked about dol-
lars and cents and based upon NAB’s survey and information about
how many people are connected to satellite and cable and stuff, I
think the $990 million is enough.

But if it is not, in the provision there is 450 million additional
dollars to get rolled out to cover. And if it is not, then we can re-
address that. It is not an issue that we want to stop this process.
And first of all, Mary, thank you for coming and testifying. I co-
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chair the e-911 Caucus and so a lot of my work has been on 911
issues, working with the same communities that you work with.

Just highlight for us again, as much as we got our big corporate
titans here dealing in billions of dollars, we have to really remem-
ber that the issue here for us is interoperable communications, first
line responders and ability to help that transition. I am going to
give you a few minutes just to tell us again how important that is.

Ms. FETCHET. Well, spectrum, I know that that is what we are
talking about today and I am so happy to hear the panelists, but
that is only one area that we have to look at. We have to look at
equipment, we have to look at community planning both on the
local, State, regional and Federal level. I was one of the family
members that pushed for the creation, the commission, and met
with several of your offices over the last 5 years plus. My back-
ground, I know nothing about politics. I am a clinical social worker,
so this was a new forum for me and so I went into it very naively.

But I remember the caucus and thinking about, after the report
came out, about how critical it was to prepare our communities and
I was just so struck, reading this final report, and when you look
at the description in the World Trade Center in 1993 and the prob-
lems that they had with first responders not being able to commu-
nicate floor to floor, it just seemed like you could change the dates
and it would be the same story.

I do think there is a sense of urgency. I am concerned that we
are going to have a nuclear attack here in the United States and
I do think to respond to something like that, the response is much
different today. People are not going to rush into an emergency.
They have to be prepared. They have to have the right equipment
and more importantly, they have to be able to radio out to the
emergency response team and so I think the spectrum is an impor-
tant part of it. Certainly having the equipment and then having
the planning on the local, State and Federal level.

Mr. SHIMKUS. I appreciate that. I do think of all the failures that
we have done throughout the years I have been here, Katrina real-
ly highlighted a failure to move more rapidly and listening to the
panelists’ testimony, you understand MHz and moving and local in-
terest, but you do bring a compelling interest to keep us to push
forward and keep a hard date and move this forward so we don’t
have another experience like September 11 or Katrina where our
first line responders cannot talk to each other. I really appreciate
you being here.

Mr. Taylor, can you talk about the sets that are being sold now
with digital receivers? Part of the calculations that I used really
didn’t address that things were being rolled out now. Is that true?

Mr. TAYLOR. It is hard to find an analog television set today, not
that anyone would want to, but I have to tell you that when you
see the very attractive pricing on digital television receivers of all
shapes and sizes, the overall prices of flat panel displays came
down by 40 percent last year on top of 40 percent reduction the
year before. They are really hitting the mainstream. The install
base of digital television receivers continues to rise.

There was probably 50 million sold in the last 5 years and an-
other 50 or 60 to be sold in the next 2 years, so America’s love af-
fair with the automobile has been transferred to television and
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high definition is the big driver these days and now that there is
lots and lots of programming that is driving the market, it is not,
I think many, many consumers are not going to wait to retrofit
their old analog television set; they are going to replace it now.

Mr. SHIMKUS. Thank you very much. I will just end by saying I
like multiple pipes. I think digital transmission and receiving over
the air gives the consumer one more choice versus cable and sat-
ellite now over the air and I am very excited about it. I yield back.

Mr. DOYLE. Gentleman’s time has expired. Chair recognizes the
gentleman from Virginia, Mr. Boucher.

Mr. BoucHER. Thank you very much, Mr. Chairman, and I also
want to say thank you to our panel of witnesses for today. Sorry
I didn’t get to hear your prepared statements. I was unavoidably
detained at another meeting.

Mr. Yager, I have several questions for you. And welcome back
to the committee, by the way.

Mr. YAGER. Thank you, sir.

Mr. BOUCHER. Nice to see you again. I heard statements from a
number of individuals earlier about the number of analog sets that
are not connected either to cable or satellite. These would be sets
that are over-the-air dependent. And some of the estimates sug-
gested that that number of sets might be in the range of 20 million.
Now, I think you might have a higher number because the 20 mil-
lion sets probably would encompass those that are in households
that do not have a cable or satellite connection. But even in house-
holds that do have a cable or satellite connection, there are sets
that are not connected to cable. These would be perhaps on the sec-
ond floor of the house where the wires don’t run. And I recall from
earlier hearings that we have had on this subject, that the number
of sets in total that are over-the-air dependent is many multiples
above 20 million, in fact, maybe as many as 70 million. Is that con-
sistent with your numbers?

Mr. YAGER. That is very consistent with our numbers. We esti-
mate 19.6 million sets are TV-only sets, which would conform to
your 20 million, but there are another 45 million sets that are sec-
ond, third and fourth sets in a household that are not connected
to a multiple distribution system that are analog only. So yes, the
answer is yes.

Mr. BoUcHER. Well, I think it is important to make that point
and for the record, clearly to reflect it for the benefit of those who
are operating under the assumption that the total universe of sets
that we need to be concerned about is in the category of about 20
million. That obviously is not true. We are concerned, really, about
the entire universe of approximately 70 million sets.

And that is why it is very important that the NTIA regulations
not restrict the eligibility for the digital to analog converter boxes
just to those who live in homes that do not have cable or satellite
subscriptions. And it is my understanding that the regulation will,
in fact, provide for that broader eligibility. But the money that will
be required will be necessary to go to the higher number poten-
tially, not just to the 20 million level, so thank you for your clari-
fication.

The next question that I have of you relates to the public edu-
cation campaign that we all now need to cooperate in mounting in
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order to make sure that TV owners across the country are aware
of this impending transition. I am pleased to be joining with Mr.
Walden, on this committee, in launching the Congressional HDTV
Caucus.

In that effort, we will be communicating with members of the
House of Representatives, all 435 Members, providing information
about the impending transition and then suggesting to them that
they help educate their constituents; in town hall meetings, by put-
ting information in their newsletters about the impending transi-
tion so that people will know that if they are going shopping now,
they certainly want to buy a TV set that has a digital tuner. They
have to be sure they are doing that.

And second, that they have become aware of the converter box
program and the availability of vouchers. So while we are doing
that here in Congress, I think the broadcasters have some things
they need to be doing, to. And let me just suggest some of those
to you. I think it would be very appropriate for broadcasters to
have public service announcements that are carried on local broad-
cast stations informing the television viewing audience of the
impendency of this transition.

I would hope that those public service announcements would
begin, perhaps, in December of this year because the converter
boxes will be available in January of 2008. People need to know
that they are going to be available and PSA announcements on be-
half of broadcasters would really help. So my first question to you
is do you think the industry, generally, is planning to run these
PSAs and if so, when will they start?

Mr. YAGER. The answer is absolutely we are planning to run the
PSAs. We are planning to have a national campaign of PSAs plus
very localized PSAs with the talent of our various television sta-
tions trying to explain to many of our viewers. They have the credi-
bility in our market; our weather people, our anchors, so we will
do both and December 2007 to start the PSAs is not too soon. We
have got to balance this when the converter boxes are really avail-
able to the public because, as I said earlier, there can be nothing
worse than to have demand for a product that a consumer cannot
purchase.

Mr. BoucHER. Well, Mr. Taylor, if the broadcast industry across
the country starts PSAs in December 2007, are there going to be
converter boxes available pretty soon after that January date when
the vouchers are going to be available?

Mr. TAYLOR. Our plan is to have the boxes available at the first
of the year.

Mr. BoUCHER. OK. That is great. Well, do you think, Mr. Yager,
that the broadcast industry, generally, will start those PSAs this
coming December?

Mr. YAGER. I can almost assure you of that. At least, we have
already started, in our group, with the educational campaign at
local level and I would volunteer the NAB digital task force to work
with you and Congressman Walden in making sure that the mes-
sage you get out is adequate.

Mr. BoUCHER. That is very helpful. Thank you. One other ques-
tion. In Berlin, where they undertook a similar kind of transition
several years ago, in advance of the transition date, the broad-
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casters there ran a scroll on the bottom of the television screen an-
nouncing the impending transition. Now, you have to be artful, ob-
viously, in how you do that. There is not a lot of room there if you
are going to watch a program, but there can be some contact infor-
mation, a phone number or something provided and I am just won-
dering if any thoughts have been given to doing that?

Mr. YAGER. A lot of thought has been given to that, Congress-
man, and it is a good idea. The problem is we have closed caption-
ing right now on the bottom of our screens and that is, Mr. Nogales
talked about the need for serving that community, so we are think-
ing about a scroll on top of the screen. It is not an undoable.

Mr. BOUCHER. I think the top is good, as long as the scroll is
what counts. Mr. Britt, let me spend the rest of my limited time
here with you and I am what I am asking about is what kind of
signal the cable subscriber in the home is going to receive after the
transition date? I asked a similar set of questions on February 17,
2005 to Mr. Michael Wilner, the CEO of Insight Communications.
He basically said the following.

Let me just ask a leading question by asking you if you agree
with this. He said that every home would receive an analog signal
after the transition so that if individuals wanted to keep their ana-
log sets in operation through a cable connection they could do so.
That would be either through a headend conversion with the signal
sent to the home or the conversion of the set top box level with the
industry providing the box. Do you agree with that? Is that still the
industry’s plan?

Mr. BrITT. Yes, I do.

Mr. BoucHER. OK. Question No. 2, a lot of people have now in-
vested lots of money in high definition and they bought very nice
sets. Can they rely, after the digital transition, in the full high defi-
nition signal that is being broadcast by the local broadcaster being
passed through on cable to the home viewer?

Mr. BRITT. Yes, our plan is to carry high definition signals. As
you know, there are many definitions of what that is, but we do
plan to carry those and we carry many today already.

Mr. BOUCHER. And can the viewer rely on those signals being
provided to him on whatever tier service he happens to be subscrib-
ing to so that he would not have to subscribe to the higher tier of
service just to get the high definition signal? Broadcasters provide
this for free. Seems to me the cable subscribers ought to be able
to get those on whatever tier they subscribe to. What would your
answer to that be?

Mr. BRITT. In our case, we haven’t fully addressed one part of
that. In our case today, if you buy digital service, which does cost
more than basic, and if you then want HD, we don’t charge any
extra for it. Most of the other cable and satellite companies do
charge extra, by the way. We have not addressed yet somebody
who buys basic only who might want HD. My guess is there aren’t
very many of those people.

Mr. BoucHER. We will have further discussions on that. Thank
you, Mr. Chairman.

Mr. MARKEY [presiding]. Gentleman’s time has expired. Gen-
tleman from Nebraska, Mr. Terry.
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Mr. TERRY. Thank you very much, Mr. Chairman, for again hold-
ing this series of these important meetings or hearings. First of all,
Mary, I want to join my colleagues in thanking you for being here.
You provide an important perspective in that the reason for the
hard date and moving forward on this is public safety. The end re-
sult is that a major part of the spectrum will be used for public
safety and that is our ultimate goal, so thank you for reminding
us, as we get bogged down into the nuances of stickers on boxes.

That may sound rather silly to you and your focus is much deep-
er and emotional than that, and to my friend from Best Buy, I do
buy there, as well, not just Nebraska Furniture Mart. In fact, your
store manager at the Village Point store in Omaha has become
very close to my wife. They are on a first name basis. I can’t re-
member a name. But it is really neat to see a store manager greet
people at the front when they walk in and even using their names
on occasion, so you have got a good one at Village Point.

With that, I want to jump back, then, Mr. Taylor, since he is the
master of the box right now, are you able to tell us, without violat-
ing any LG insider secrets about pricing, what do you expect that
box to retail for next year when it is released en masse?

Mr. TAYLOR. Well, retailers actually do set the prices, but we

Mr. TERRY. Well, your manufacturing price.

Mr1 TAYLOR. We anticipate that it will sell in the $60 range at
retail.

Mr. TERRY. OK. And our coupon is estimated to be $40 so the
consumers still have a $20—is there a way to engineer that down
to $40 or is the NTIA requirements so high that you can’t do that?

Mr. TAYLOR. Very difficult to do. There is already very little mar-
gin in here for the manufacturer or for the retailer, but it is the
right thing to do, to make it as—our goal, in designing the box, was
always to make it as affordable as possible, but at the same time,
make sure it had the features necessary to take full advantage of
digital and most importantly, to have the performance.

Mr. TERRY. I don’t think that really answered my question about
whether the NTIA set their requirements too high to have an af-
fordable box that will match the coupon price.

Mr. TAYLOR. I don’t think, as far as we are concerned, we don’t
think it was ever contemplated that there would not be a co-pay
on the part of consumers.

Mr. TERRY. OK. Mr. Yager had mentioned about 69 million
unconnected television sets. Just in my own personal world, we
have one TV that is not hooked up to cable because that is the one
hooked up to the Xbox and we don’t use it for TV at all, so I
wouldn’t use a coupon for that TV set even if you gave it to me.
So I want to ask John, it seems pretty high to me that we are talk-
ing about 69 million TV sets that are going to need a converter box.
l];)o ?you agree with that number? Does CEA agree with that num-

er?

Mr. TAYLOR. According to the Consumer Electronics Association,
about 30 million television sets are used solely with video games
and DVD players, so unless the consumer wants to hook an an-
tenna up to them, they would not need a box, so that kind of comes
right off the top. There are lots of numbers floating around out
there. We think there is going to be a market in the tens of mil-
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lions of units for these, but again, I would point out that millions
of consumers, tens of millions of sets will be purchased over the
next 2 years that have the digital tuner built in.

Mr. TERRY. Mr. Yager, very quickly, I appreciate a quick answer,
your testimony suggests that we should be sending consumers two
coupons to be able to get to these secondary tertiary level of TVs
that aren’t hooked up to cable.

Mr. YAGER. And that is the NTIA’s recommendation, as I under-
stand it.

Mr. TERRY. OK, and that is the National Association of Broad-
casters’ suggestion, as well?

Mr. YAGER. That is correct.

Mr. TeERRY. OK. Just for the record, I will join Mr. Shimkus in
saying that I think we need to have some level of fiscal responsibil-
ity in here and you also mentioned that there is not enough money
set aside to do two for each household.

Mr. YAGER. Well, the law provides up to a billion and a half dol-
lars for the converter boxes. What we don’t know is what the de-
mand is going to be and I am not trying to mislead you in terms
of what we think the demand will be. When the television cam-
paign begins to say that converter boxes are available, I think you
are going to see a totally different dynamic on the part of the pub-
lic because we believe television works and we believe we can sell
a product and it would put

Mr. TERRY. Well, my time is up, but I appreciate your restating
that for the record and Mr. Chairman, if you would give me 5 sec-
onds, I still stand by my original position that I earn $160,000
here. I have one TV set that is for a game. I don’t need a coupon
and it is almost insulting to this Government that we are going to
send me or others in like positions multiple coupons.

Mr. MARKEY. The gentleman’s time has expired. The chair recog-
nizes the gentlelady from California, Ms. Solis.

Ms. Soris. Thank you, Mr. Chairman. I want to begin by thank-
ing Mary Fetchet for coming and talking so eloquently about what
we need to do here in the Congress to enter into more discussion
and debate about interoperability. And I say that in all sincerity,
because when you hear about the impact of what we are talking
about with respect to all the witnesses today, if people, a large
number, millions of people don’t even have access to, say, the digi-
tal components and equipment and television and what have you,
that is soon to come, that is even going to be even more disastrous
when there is, say, perhaps another disaster.

And California is a prime area for that. We have earthquakes,
we have fires. If people, for example, that don’t speak English are
in a remote area and don’t have access because they are going to
be cut off, how do we communicate with them? How do we keep
those lines of communication going?

So my question, I guess, for Mr. Yager and Mr. Britt, and I
thank you all for coming, is you mentioned the kind of outreach
programs that you are prepared to do, but I don’t hear about any
concrete efforts where you have a plan of action, because this is
coming so soon, a strategic plan. Have you gone out, have you
talked to people from the various communities that are going to be
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most heavily impacted and what kind of plan is that? And I will
go to Mr. Yager first.

Mr. YAGER. The answer is yes, we have. In our own company, we
have a station in Texas on the Texas-Mexican border where we are
fully intending to do our PSAs in Spanish. It is a very strong His-
panic market. We have been advised by the NAB, in response to
Mr. Nogales’s question about a Web site. There will be a Spanish
language Web site up on the conversion, probably within the next
2 weeks. Every general manager in our company is charged with
getting to the leadership of their community to explain to them
first what is going to happen. It is amazing to us how little is
known about the conversion, even in Congress, other than the
House Commerce Committee.

Ms. SoLis. Just quickly, is there any attempt to also put a 1-800
number with individuals who speak the language, other than
English?

Mr. YAGER. Absolutely.

Ms. Souis. OK, then. For Mr. Britt I would also ask you what
efforts you have underway?

Mr. BRITT. Yes. We have a very direct relationship with our cus-
tomers. We send them bills every month. Many of them call us
every month. And we operate in communities where people speak
many languages, including Spanish. And we always have people
who are able to speak those languages and we have people who
write materials that are culturally sensitive so it is not just
English translated. So we are going to use those skills in this edu-
cation effort, which is very important.

Ms. Sowris. I would just like to bring to Mr. Yager and to your
attention, Mr. Britt, that just reading your testimony, you men-
tioned you have advisory groups that you are talking to about plan-
ning for all of this and I noticed that you mention the leadership
conference on civil rights, but I see no major Hispanic national or-
ganization involved. Can you please make an effort to do that im-
mediately? And then my next question is for Mr. Nogales, because
you have traveled so far. What have we missed here that we should
probably highlight or underscore in terms of how we really reach
these niche markets that are out there that we still have not un-
covered?

Mr. NOGALES. Thank you very much for the question. I have
been sitting here very patiently hoping to get into this. I think we
all understand that the security concerns of this country are para-
mount, but the other part of what we are supposed to be doing here
is transitioning a population from analog to digital.

I think that relying on the broadcasters, the cable companies, the
satellite, everybody else, that they are going to help us and they
are going to somehow bridge all the differences is wrong. I think
that community based organizations can do a much better job, es-
pecially when it comes to niche markets, such as the Latino com-
munity.

I haven't really heard anything that we are working with the
community based organizations to get the word out to our popu-
lation. If 7 million of the people that we are looking at that need
transitioning are not going to be included because community
based organizations are not going to be part of the equation, I don’t
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see how that is going to be done. So with all due respect to every-
one here, I say that we have to invest monies to make sure that
community based organizations are really involved in helping our
population transition over, otherwise it is not going to happen.

Ms. Souis. And just lastly——

Mr. MARKEY. Could I, just only because we have 10 minutes left
to go here and I would like to have the remaining members ask
questions, if that is all right.

Ms. Soris. That is fine.

Mr. MARKEY. I thank you. gentlelady’s time is expired. Chair rec-
ognizes Speaker Hastert.

Mr. HASTERT. I thank the chairman and I thank you for bringing
these witnesses before us. I think your testimony, Mrs. Fetchet,
about what happened on 9/11 really puts us into focus, why we are
doing this—is to make sure there is spectrum available for a new
dynamic way that people can talk to each other and so we can pre-
vent the kind of disasters, at least after the fact, that happened on
9/11 so that our responders can respond and do the job they have
to do.

So I thank you very much for being here and your testimony. I
listen to this and think about all the things that are going to hap-
pen before February 17, 2009. Congress will stand for election and
be sworn in to the 111th Congress before then, so we have to go
through all that process. We are going to elect a new President. He
will be elected, he will be sworn into office before all this. Ameri-
cans will pay their income taxes twice before all this happens, so
in our minds we have a lot of things we have to do.

And probably guys like me have an old black and white TV in
my little townhouse in Washington with two rabbit ears. Let me
tell you how old it is. It has got Magnavox on it, so anyway it is
going to be February 18 and I am going to turn that TV on to get
the morning news and all of a sudden it is not going to work. So
I will probably go down to Best Buy or someplace and say “hey,
have you got any of those boxes left” and I won’t have the coupon
and I will be paying $60 or $70. Well, I hope you got boxes left
after February 17.

But the fact is people who tune it to your TV stations and they
are your customers, aren’t they, in a sense? Is that correct?

Mr. YAGER. That is absolutely correct.

Mr. HASTERT. And if you are not making sure that you have
those people still in your system, you lose them, right?

Mr. YAGER. Shame on us if we do.

Mr. HASTERT. And in a sense you lose revenue. Some of them
might be subscribers but the other people are people that buy from
your advertisers.

Mr. YAGER. That is correct.

Mr. HASTERT. So in a free market sense, it is really important
that those people go out and do the things that they have to do be-
cause you are going to lose a customer, right?

Mr. YAGER. Absolutely.

Mr. HASTERT. So you are probably going to do whatever an-
nouncements you have to make beforehand, remind people that if
you have an old black and white set, like me, maybe I will have
to get——
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Mr. YAGER. Well, I may get this box for you, right here.

Mr. HASTERT. Oh, thank you. Mr. Taylor, these people in a sense
are your customers, too, right?

Mr. TAYLOR. Absolutely.

Mr. HASTERT. And if they aren’t warned beforehand the type of
product that they are going to buy, whether I walk into the Wal-
Mart store that is just down the road from me, I am out in the
country, or a Best Buy or whatever, if people aren’t told the truth
about what they are buying, retailers and your industry suffers,
isn’t that true?

Mr. TAYLOR. Absolutely.

Mr. HASTERT. So it is really in your best interest.

Mr. TAYLOR. There aren’t very many analog sets left on retailers’
shelves, thankfully.

Mr. HASTERT. Do you have any black and whites?

Mr. TAYLOR. No more black and whites, sorry to say.

Mr. HASTERT. Out of luck.

Mr. TAYLOR. But even those that are, manufacturers did vol-
untary labeling a year ago, when we had the hard date, to make
sure consumers understood that when February 2009 rolls around,
you would need an additional piece of equipment to be able to re-
ceive over-the-air

Mr. HASTERT. I don’t even have a TV hooked up for an Xbox. I
don’t know what an Xbox is. But that happens. I know we have a
vote and I want to extend my appreciation to the chairman for al-
lowing me to take a couple minutes and testify, I think the free
market is working and I think, to the extent that Government can
help it, we will. And just the fact that these coupons are going to
be available to people that need it. Again, Mrs. Fetchet, I thank
you for your testimony and for the cause of this, why this is really
happening. And I will yield back my time.

Mr. MARKEY. Gentleman’s time has expired. The Chair is going
to recognize the gentleman from Pennsylvania, the vice chair of the
committee, Mr. Doyle. There are 6%2 minutes left for four votes out
on the House floor. I will leave it to his discretion as to adjourning
the hearing.

Mr. HASTERT. Mr. Chairman, before we close. Will you accept our
opening statements?

Mr. MARKEY. Without objection, all of the statements will be in-
cluded in the record. I yield to the gentleman from Pennsylvania.

Mr. DoYLE. Thank you, Mr. Chairman. Mrs. Fetchet, I just want
to echo my colleague’s sentiments that the questions we have for
the rest of the panelists today pale in comparison to our respon-
sibility to make sure first responders have interoperability and you
have my personal commitment that there will be no backtracking
on the date and that we will do what we can to do that as soon
as possible.

Now, Mr. Taylor, apparently you are not the person to ask what
this set top is going to cost because you are not the retailer, so Mr.
Vitelli, let us ask you, can you tell this committee, with any degree
of certainty, that these set top boxes that people are going to come
in with coupons for are going to cost around $60? Is that what you
see happening at Best Buy?

Mr. VITELLL. How much are they going to cost, John?
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Mr. TAYLOR. Around $60.

Mr. ViTELLL It will probably be close to that because we have
products today that we sell at low margins. We have products that
we sell at different points and they are all over the map.

Mr. DOYLE. So when Mr. Taylor says he expects the box to retail
at around $60, are you going to sell it to him for $60 and have him
sell it for free? Is that it, Mr. Taylor?

Mr. TAYLOR. That is what we would consider the manufacturer’s
suggested retail price, but it is up to retailers to set the actual—

Mr. DoYLE. OK, so is $60 a real number?

Mr. VITELLL I don’t know. I have not gotten a proposal from any-
one specifically yet.

Mr. DOYLE. So we don’t know what the real number is?

Mr. VITELLL I don’t, yet.

Mr. DoYLE. And Mr. Taylor, you say you are going to have boxes
ready at the beginning of the year. How many boxes do you antici-
pate, not a sufficient quantity, I am not going to hold you to an
exact number.

Mr. TAYLOR. I don’t have a number today. We will work that
number out with our retailers in the coming months.

Mr. DOYLE. Just wing it for me. Three million?

Mr. TAYLOR. Way too soon to say. Just don’t know yet.

Mr. DOYLE. So we have got these 23 million customers. Let me
just ask that one question. I think there is going to be, by the way,
to my friends on the Republican side, I don’t think there is going
to be plenty of money because I think there is going to be so much
up-selling going on here that we are going to see very few people
come in with that coupon and leave the store with one of those
kind of boxes. I think they are going to be, I don’t want to call it
bait and switch, but I think there is going to be a lot of up-selling.
Mr. Vitelli, is it your opinion that at your Best Buy stores that
there is going to be an effort to try to get these consumers to buy
TV sets or fancier boxes or when they come in with that coupon
are you just going to hand them the set?

Mr. VITELLIL. As I mentioned earlier, what we do at Best Buy, we
do not have a pressured sales environment. We talk to the cus-
tomer about what they are trying to accomplish and what they are
trying to do and if they come in with the coupon and they want
to buy a box, they will get a box.

Mr. DoyLE. OK. At this time I want to yield to my friend, Mr.
Inslee, for the balance of my time.

Mr. INSLEE. Thank you. I just want to ask about the frequency,
the penetration of the PSAs that people will receive. When we run
for office, the people who do our media tell us there are a certain
number of points that you have to have until a message is actually
received. How many points will people receive as a result of the ef-
forts, either of the Federal or private enterprise on these PSAs?

Mr. YAGER. Points are referring to a rating point and normally,
they are broken down. A rating is that percentage of the total audi-
ence that is viewing television at any given time and in any given
market. We always recommend about 150 to 200 rating points a
week if you are trying to sell a product or a commodity to a viewer.
We think we will probably far exceed that. You have got to remem-
ber that again, our vested interest in making this transition kind



103

gf seamless for the viewer is absolutely critical to the television in-
ustry.

Mr. INSLEE. So how many points throughout the course of the
campaign would a person be exposed to?

Mr. YAGER. That is really going to depend on how fast the de-
mand develops for the boxes. If the demand is great for the boxes
in the early part of 2008, obviously toward the end of the year, the
points will go down. If it continues strong, I mean, if it continues
and the demand is not there, we will continue to promote right up
until February 17.

Mr. INSLEE. So has the industry made any commitment that any
of us can count on that enough points will be put out on a PSA to
make sure all those coupons are used?

Mr. YAGER. I don’t know how we could do that, make a commit-
ment in terms of points to get all the coupons. What we can com-
mit to is creating the demand for the coupons and making sure the
public understands the need to have a box to operate an analog set
after the 17th of February 2009.

Mr. INSLEE. Let me just express, and I am not sure you can solve
this, but one of the frustrations we have here is we are very con-
cerned, I have been very concerned. I still don’t think that our ap-
proach to these coupons is adequate to the Americans that are
going to be very frustrated by this experience and we think it is
very important this information be obtained by Americans. And we
are trying to get a handle on what people will really see and it is
pretty amorphous. I hear the industry saying they have good inten-
tions, which I appreciate, and I think it is sincere, but is there any-
thing you think you could give us more to sort of have more real
parameters on what it will really look like in real life?

Mr. DOYLE. And I would advise my friend that we are down to
54 seconds on our vote.

Mr. YAGER. I don’t think I can answer the question in 54 sec-
onds, but we are committed to using the talent and the personnel
of our television stations who have the credibility in the local mar-
kets we serve to advise the American public about what is the
whole transition.

Mr. INSLEE. Thank you.

Mr. DoYLE. And I want to thank the panelists. It is the chair’s
intention to adjourn this hearing at this point. Mr. Taylor, I would
just leave you with one thought. When people call that toll-free
number on your set top box, could there be a human being on the
other end of the phone, please?

Mr. TAYLOR. There will be in Huntsville, Alabama.

Mr. DoYLE. Thank you. Thank you. This meeting is adjourned.

[Whereupon, at 1:00 p.m., the subcommittee was adjourned.]

[Material submitted for inclusion in the record follows:]
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What you need to know about the
February 17, 2009 “DTV Transition”

Questions & Answers

1. When will the transition from
analog to DTV broadcasting occur?

The Congress has now passed {egislation requiring ait
conventional “analog” TV broadcasting to stop on
February 17 2008. After that date, your local television
broadeasters will be making anly "DTY" broadeasts.

If received via an antenno these broadcasts will require
different TV tuners.

2. What is “DTV?"

BTV stands for “digital television,” or, in this case, the
braadcasting of digital television by local TV broadcasters.
The signals are sent from {ocal transmitters, over the
aiy, to homes, by modern digital techrigues rather than
the older “analog” methods that are not as efficient.

3. What is “HDTV?"

HOTY (short for High Definition Television) is the highest
quality form of DTV, Not all DTV broadeasts are in HDTV
ang not all DTV receivers can display HDTV. Broodcasts fn
HOTY are available only on DTV broadcast channels—
they are not available over onalog broodcast chanpels.
(HDTV is also available from cable, satellite, and other
services.)

&. win there be any charge to receive
these digital channels?

No, broadcasts that are now free {or advertiser-supported)
to consumers who receive them via antennas are expected
to remain free. (It is possible that additional “pay”
services may be launched in the future, but these are

not expected to replace the free services offered today.}

5. Why must over-the-air broadcasting
stop on the “analog” channels?

For more than half a century, TV broadeasts have used the
technolagy that was invented in the 1920s and 1930s,
ardd refined {by adding color} in the 1950s, In 1997, when
broadcasters became interested in HDTY, and in order to
find additional space for emergency communications and
advanced services, the Congress decided that it was time
for TV breadcasting to move to more modern and efficient
“digital” techniques, which allow broadcasters to offer
more channels to viewers. So, Congress instructed the
Federal Communications Commission (“FCC”) to assign
to broadcasters new ond different “OTV” chonnels

gnd, after ¢ “OTV Transition” period, to have the
broodeasters return their old analog channels.

¢ The frequencies used for the old “analeg” channels
will be re-assigned for other uses through an
“auction.” Holding an auction for these freq ie
will free up space for new “broadband” and other
communication services, and will help emergency
responders to coordinate their communications.
{Finding new frequencies for emergency
communications became a high priority after
September 11, 2001.)

ﬁ. I now subscribe to cable or
satellite — Do I need to be concerned
about the end to free, over-the-air
analog broadcasts?

You will probably not notice much change for those TVs
hooked up to your cable or satellite service, but you might
be missing out on some opportunities. Cable operators
pick up most local broadeasts at 2 central location and
send them to homes over cable; sateliite services
increasingly are able to do this as well. Jt is fikely

that they will continue to provide whatever free local
broadeast programming they currently provide to you,
even gfter there is this thange in broodcasters”

means of transmission. However:
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If you have TVs in your house that are not hooked up
to your cable or satellite service, and rely on an
antenna to receive conventional broadcasts, you will
need to make alternative arrangements to keep
watching these TVs.

In the future, cable operators might also move to

“all digital” means of defivery, which could mean
you would need to lease a “set-top box” or own

a TV with a digital cabte tuner (such as one with a
“CableCARD” slot} to continue to receive the channels
you now view on a conventional TV.

If a local broadcaster launches several new digital
channels, a cable, satellite, or other programming
service operator might not agree, or be required, to
carry all of their local channels, or to carry them in
HDTV. You might, therefore, need a DTV or HDTV tuner
and an antenna in order to receive those channels.

7. Does my TV have a DTV tuner?
What about my VCR, DVD recorder,
PVR, DVR, etc.?

Most of the televisions that have DTV tuners are those
that have been sold —since about 1998 — as having an
“integrated” HDTV broadcast tuner. Most of these
products are atso capable of displaying HDTV, so they are
sometimes advertised or sold as “HD Built-in.” {An HD set
sold as a “monitor” or “HD-ready” is capable of displaying
HDTV but does not have a built-in HDTV tuner.) The FCC
now requires that any larger TVs with “analog” tuners also
be marketed with built-in or separate DTV tuners, and this
will soon be a requirement for all TVs— so you should be
seeing more and more “integrated” or “built-in” products
in stores. {Some of these may be “DTV" or “EDTV” sets that
cannot display full HDTV.)

s Separate HDTV broadcost tuner products have been
available for several years. (You are likely ta know
if you have one.) Now that the Congress has passed
its “transition” legistation, you can expect to see
“DTV Broadcast Converter” products that, when
hooked up to an antenna, convert the new digital
broadcast signal to an ofd analog signal that your
older TV can tune and display.

Most VCRs, DVD recorders, personal video recorders
(“PVRs”) and digital video recorders (“DVRs") do not
presently have HDTV or DTV broadcost tuners, even
though they may record by digital means. (However,

if one of these products has a slot for a “CableCARD,”
it does have an HDTV or DTV broadcast tuner.}
“DVRs” provided by cable operators do not have
digital broadcast tuners (cable operators use a
different means to transmit digital signals), but some
provided by satellite operators do. The considerations
for supporting these non-TV products are similar to
those for your present TVs.

8. If I am shopping for a new TV,
what does the February 17,2009
shutoff of the analog channels
mean to me?

If you plan to purchase a new TV that will rely on a roof-
top or indoor antenna, you may want to make sure that it
has a built-in (integrated) HDTV or DTV tuner. In fact,
FCC rules require that by March 1, 2007, any TV produced
with an analog broadcast tuner must also have a DTV
broadcast tuner built-in or marketed to retailers with the
set. (“Monitors,” however, such as those used with
computers, need not have any tuner.) One bonus: Many of
these “built-in” sets also have slots for CableCARDS
which, when provided by your cable operator, allow you to
tune premium coble channels (including HDTV channels)
without needing o set-top box. This gives you an
additional choice if, in the future, you might plan to
subscribe to a cable service.

* If your new set is going to be hooked up to a cable,
satellite, or telephone company video programming
service instead of to an antenna, you may not need a
DTV broadcast tuner. You can expect to receive all of
the broadcast channels that you are accustomed to
watching if they are carried by this operotor.
However:

» If these broadcast channels are not carried, or are
not carried in full HDTV resolution, you will need
an antenna to get the remaining local channels,
and your set wautd need an HDTV or DTV tuner
built-in or added on (depending on whether the
channels you want include HDTV braadcasts and
whether your set can display HDTV). For local
information, see www.antennaweb.org.

* You may in the future need to lease a set-top box
from your cable, satellite, or telephane company,
particularly if your new set does not accept a
CableCARD. (continued)



107

9. In watching the TVs now in my home
that are not connected to a cable or
satellite service, what does the February
17, 2009 shutoff of the analog channels
mean to me?

If your TV is not currently hooked up to an antenna (for
example, it is being used to play video games, or to watch
DVDs or camcorder movies, etc.), nothing will change,
because only free over-the-air broadcasts will be affected by
this DTV broadcast transition. If your existing TV currently
relies on an antenna to receive free broadcast programming
(and it does not have an “integrated DTV tuner”), you will
have several options:

* You could subscribe to a cable, satellite, or other
program delivery service that carries the broadcast
programming in which you are interested. If you are
already a cable, satellite, or other programming service
subscriber, you can extend your hookup
to reach this TV.

To continue to rely on an antenna, you will need
an external “DTV Broadcast Converter” product.

» If your set is an HD Monitor (sometimes called
“HD-ready”) you will want a tuner that can display
HDTV broadcasts in full HDTV resolution {rather
than “downconverting” them to a lesser format).

o If your set is a “standard” television, you will want
to obtain a “DTV Broadcast Converter” product that
converts a “DTV” or “HDTV" broadcast to a standard
“analog” output that your TV can receive — either as
“channet 3 or 4” or one of the other standard inputs
that your TV already has. The Congress hos provided
Junds to assist consumers, from January 1, 2D08
through March 31, 2009, in obtaining these
converters via “coupons” (no more than two per
household, $40 per purchased product) thot can
be applied to their price. Additional detoils ore
not yet available.

10 What else do I need to know
about HDTV?

High Definition Television, or “HDTV,” is the more general
name for showing video in a new and better format —

a wider screen with about 5 times the picture
information. AUl types of video displays — conventional
picture tubes, the various sorts of projection TVs, and the
new “flat panels”— can show HDTV if they are designed to
handle all of this video information in the new format.
You can expect a product to tune or display HDTV only
if it was sold or advertised as such.

* If your existing set is not HD-capable {an “HD
Monitor” or “HD built-in”) it will not display an
HOTV signal in full quality, even if an “HDTV
broadcast converter” is attached to it.

If your existing set s HD-capable it should display

an HDTV quality picture when an HDTV broadcast
converter is attached (but wiil display only a standard
quality picture from a “DTV Broadcast Converter” that
is not advertised as HDTV).

For your existing TV that cannot handle HDTV, a “DTV
Broadcast Converter” should tune the HDTV broadcast
channels, but provide them to your set in the
standard quality format that your set can display.
(Some, but not all, of these might also provide HDTV-
quality signals to “HD-ready” sets.)

11. what is “pTV?”

Enhanced Definition Television, or “EDTV,” refers to the
capability of disptays to show pictures at about the
same quality level as DVDs — better than pictures from
standard anatog broadcasts, but not of the same quality
as an HDTV display. For such a set, you might get better
performance from a broadcast converter product that
has enhanced capabilities as well. For further
information on display formats, see the FCC's DTV site
at http://www.dtv.gov/whatisdtv.html.

For more infarmation contact:

Robert Schwartz-CERC Legal Counsel
rschwartz@constantinecannon.com

Marc Pearl-CERC Executive Director
pearl@ceretailers.org

919 18th Street, NW~Suite 925 | Washington, DC 20006-5511
202 263 2585 | info@ceretailers.org
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EXECUTIVE SUMMARY

The federally mandated transition from analog to digital television (DTV) broadcasting
scheduled for February 17, 2009, presents significant challenges for the television
broadcasting industry and consumers across the country, Over 19.6 million households
currently receive free, over-the-air (OTA) broadcasting exclusively in their homes, and
millions of cable and satellite subscribers also receive free broadcasting on secondary
television sets. Without an extensive campaign to educate consumers, organizations and
policymakers, millions of these consumers could be left without television reception after
the transition.

To meet this challenge, the board of the National Association of Broadcasters (NAB) —
the trade association that advocates on behalf of more than 8,300 free, local radio and
television stations in the United States — in 2006 approved funding for a DTV transition
campaign unit at NAB. Managed by a new vice president of digital television transition,
with campaign staff and a multimillion-dollar budget, the campaign will coordinate a
national public affairs and consumer education campaign with the following goal:

To ensure that no consumer is left unprepared, by lack of information, for the
February 17, 2009, federally mandated transition from analog to digital
broadcasting.

The DTV Transition campaign will involve a coalition of grassroots and membership
organizations, trade associations, business organizations and industry groups in its
consumer education outreach and will serve as a leading resource for policymakers,
analysts and the media.

With full attention to its goal, the DTV Transition campaign will utilize modemn
campaign technology and marketing to reach affected consumers and will have a
multicomponent focus, involving:

s Research: Utilize focus groups, conduct survey research and use regression
analysis to determine the demographics of the consumers the campaign must
reach, where they get their information, and which messages best resonate
with them;

o FEarned Media: Maximize positive coverage of the DTV transition in trade
publications, business journals, mainstream media, “new” media and
multicultural publications through a planned and disciplined earned media
campaign;

s Marketing and Paid Media: Produce and disseminate to local broadcasters
public service announcements promoting the transition, and implement other
advertising and marketing tools;

o Speakers Bureau: Utilize viral marketing by coordinating a nationwide
speakers bureau to bring the DTV transition message directly to consumers
through local community speaking engagements and events;



111

e Coalitions: Coordinate a large coalition of trade associations, business
organizations, labor unions, grassroots organizations and consumer groups in
Washington, D.C. and beyond that have an interest in making the transition go
smoothly and can also bring the transition message to their members;

e Unified Message: Coordinate messaging among the various coalition partners
to make sure that as many groups as possible are singing the same “DTV
transition tune.”

Winning campaigns are well-organized operations with a strong candidate, a unified
message and the resources to spread that message. The DTV Transition campaign has an
outstanding candidate in digital television; has hired the best survey research team in the
country to design a compelling message about the transition for diverse audiences; and
can use television networks and local broadcasters to project that message through high-
quality public service announcements.

The DTV transition campaign will be executed in three phases:

Phase I (January 2007 - February 17, 2008) — The first phase is aimed at
educating influential audiences in government, business and the media about the
DTV transition and what broadcasters and the coalition are doing to make sure no
TV set loses reception. It will also see the kickoff of the DTV Speakers Bureau,
which the campaign will use to schedule local speaking engagements about the
transition.

Phase II (February 18, 2008 - November 9, 2008) — The second phase, from the
one-year-out point until immediately after the 2008 elections, is aimed at
educating OTA consumers and the general public about what they need to do to
navigate the transition.

Phase III (November 10, 2008 - February 17, 2009) — The third phase is the final
stretch of the campaign, including the last holiday season before the transition and
the first seven weeks of the New Year. Phase 111 will see the bulk of the public
service announcements, and as the DTV campaign will be established as the key
source of information on all things DTV, much of the earned media efforts will
pivot toward reacting to media inquiries, rather than actively pitching stories.

With a 100 percent focus on its primary goal through the February 17, 2009, transition,
the DTV Transition campaign will reach its goal of making sure that no consumer is left
unprepared for the transition due to a lack of information.
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BACKGROUND

In its February 2006 Budget Act, Congress set a hard deadline of February 17, 2009, for
television broadcasters to replace analog broadcasts with digital broadcasts. Because
television sets with analog tuners cannot read digital signals, and consumers without
technological upgrades could lose free over-the-air (OTA) reception, this transition has
critical implications for the television broadcast industry and millions of OTA television
consumers across the country.

Of the roughly 110 million American households with television penetration,
approximately 17.8 percent, or 19.6 million, receive free, OTA reception exclusively in
their homes. The number of television sets in those broadcast-only homes is 45.5 million,
with an additional 23.5 million secondary broadcast-only sets in households with cable or
satellite hookup.

Households:

U.S. TV Households: 110,200,000
% of TVHHSs:
Broadcast-Only 17.8%
Cable/Satellite, Cable/Satellite + OTA  82.2%
Broadcast-Only TVHHs 19,615,600
Cable/Satellite + OTA 14,670,000
Total OTA HHs 34,285,600

Sets:

In Broadcast-Only HHs 45,508,192

In Cable + HHs
Connected Sets 236,425,284
Broadcast-Only Sets 23.551.944
Total Sets 305,485,420
Total OTA-Only Sets 69,060,136

Source of estimates: NAB Research analysis of Spring 2006 Knowledge
Networks/SRI Home Technology Monitor survey; 2005-2006 Nielsen U.S. TV
Household estimates.

Including both primary and secondary OTA households, more than 34 million households
will be affected by the DTV transition in February 2009, including at least 69 million
television sets.

Consumers receiving OTA-only television are generally not early adopters of technology,
and the vast majority of OTA-only homes do not have new televisions with digital tuners.
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Groups most disproportionately affected by the transition are seniors, minority
populations, the economically disadvantaged and those living in rural areas. Furthermore,
not only are these groups potentially difficult to reach, but often the only variable OTA-
only consumers share in common is that they are OTA-only consumers.

Consumers who receive OTA broadcasting on secondary television sets also number in
the millions. These are consumers who subscribe to cable or satellite services but have
other televisions in their homes or secondary residences that receive OTA signals.
Secondary OTA consumers are a large group that any consumer education campaign
must reach,

Over-the-air television consumers have three options for navigating the February 2009
transition:

1) Purchase a set-top converter box that will convert the digital signal into analog
for an existing analog television set;

2) Purchase a new TV set with a built-in digital tuner (integrated TV set); or

3) Switch to a cable, satellite or telco service provider, in which case analog sets
will continue to function.

New TV Sets: All new TV sets distributed in the United States as of March 1, 2007, will
incorporate digital tuners, but because the majority of consumers affected by the
transition are not early adopters of technology, few OTA-only households might have
digital sets in the last days before the transition.

Set-top Converters: Congress has approved between $990 million - $1.5 billion in
funding-minus administrative expenses—for a converter box coupon program to be
administered by the National Telecommunications & Information Administration
(NTIA). NTIA will distribute the coupons to eligible households to purchase converter
boxes.

The coupons will be valued at $40 each, and eligible households will be able to request
up to two coupons. NTIA’s rulemaking process will determine which households will be
eligible for the coupon program. At the current level of funding, if each household
requests only one $40 coupon, NTIA can at most provide coupons to 33.5 million TV
households. NTIA staff has indicated that the coupons and converter boxes will be
available in the first quarter of 2008, approximately one year before the transition date.
However, manufacturers have yet to supply these converter boxes, and distributors have
yet to determine how they will be marketed.

The pricing of the boxes is unclear, although manufacturers have told NTIA that at least
some of the boxes made should be in the $50 - 70 range. Other boxes, depending on their
features, may be more expensive. As Congress directed that the coupons be used only for
streamlined boxes, some boxes might be manufactured that are not eligible for the
coupon program because they have added features, such as hard drives or DVD players.
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Congress has also approved $5 million in funding for a consumer education campaign for
the coupons, which will be directed by NTIA between early 2008 and mid 2009.

Cable and Satellite Subscription: Cable and satellite service providers may be able to
send the digital broadcast signal over their systems to consumers with analog TV sets.

The DTV Transition campaign will run a rigorous public affairs campaign to bring the
transition message to affected consumers, thus minimizing the number of consumers
equipped to receive only analog broadcast after the transition date.
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DTYV Transition Campaign

RESEARCH
Survey Research
¢ Focus groups
o Stakeholders
o Consumers
¢ Benchmark survey (Phase I}
o Design messages for different groups (Phase I)
o Tracking (Late Phase II, Phase III)
Media Research
» Content analyses
o Mainstream media
o Trade publications, analyst reports, business journals

MEDIA
Earned Media
s Web site (Phase I)
» Educate influential audiences (Phase I}
o Trade publications
o Congressional/regulatory journals
o Business magazines/journals
o Editorial board meetings with larger newspapers
o Educate target audiences (Phases 1I and IIT)
o Mainstream newspapers
Mainstream magazines
Television news
Local media
State broadcasters editorial board meetings
State broadcaster op-eds
Local TV news stories
Speakers Bureau (Phases I-1II)
» Organize speaking engagements for broadcasters at local level
o Enlist local broadcasters, group owners to identify speakers
= Representatives from stations
= Local personalities
o Schedule 12 local events per year per station
= Locations include clubs, nursing homes, community centers,
community colleges, etc.
o Speakers Bureau managed by Crosby Volmer Communications
o Evaluation
Paid Media
s Public Service Announcements (Late in Phases IT and III)
o Outsource creative and production for high-quality spots
o Identify PSA spokespeople to reach specific demographic groups affected
by the transition

0O 0 0000
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e Marketing and advertising (Phases [-III)
o Branding
o Billboard advertising
o Coordination with NTIA’s consumer education campaign on converter
box coupons
o Point of purchase consumer guides (Phases II and III)

EXTERNAL RELATIONS
Coalitions
¢ Identify stakeholders for a DTV Transition Coalition steering committee
(Complete)

¢ Identify members of all-inclusive DTV Transition Coalition (Phases I and II)
= Trade associations
= Business organizations
= Labor unions
*  Membership organizations
Government Outreach
e Federal
o Executive
= White House Office of Public Liaison
* Commerce Department
e NTIA
» FCC
o Congress
= Commerce Committee, House and Senate
» Formation of DTV Caucus
= Leadership
= Rank-and-File (franked mail)
e State and Local
o Govemors
o State legislatures
o County officials
o Mayors
o School boards
Broadcasters
s State broadcaster associations
o Local television, radio stations
¢ Group owners
e Broadcast networks
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Part I: RESEARCH

Research is a crucial component of any successful campaign, and to effectively educate
the media and consumers about the DTV transition, the campaign must quantify and
identify the consumers the campaign must reach through survey research; identify where
these consumers receive their information; and determine which DTV messages best
resonate with consumers. The research component of the campaign must also include
analysis about how the media has covered the transition in the past to help the campaign
project future coverage.

To that end, Strategy One and the Glover Park Group ~ two of the most widely respected
and successful strategic market research and polling firms in the nation — have been hired
to conduct survey research and focus groups for the DTV Transition campaign. Both
firms have a strong background not only in corporate positioning and strategic
communications, but in the aggressive, rough-and tumble world of campaign polling as
well.

Focus Groups

Because certain messages will resonate differently among various groups, the DTV
campaign has commissioned three rounds of focus groups with DTV stakeholders and
OTA consumers. Such focus groups are unscientific, but they provide campaigns with a
fresh perspective on a daily basis.

One focus group with coalition stakeholders was held in Washington, D.C. on January
16, 2007, Three focus groups with OTA consumers were held in Baltimore, Maryland, on
January 17, 2007. Two more were held on January 25, 2007, in Tucson, Arizona, with
Hispanic OTA consumers, with one group conducted in English and another in Spanish.

These focus groups will help our research team design messages that can be tested for
effectiveness in telephone surveys.

Survey Research

Survey research will help the DTV Transition campaign identify OTA consumers and
establish their information sources. Additionally, information gleaned from the survey
research will help the campaign to focus earned media efforts toward these consumer
information sources and determine which DTV messages best resonate with various OTA

groups.

With potential messages crafted and identified in the January 16, 2007, stakeholders’
focus group, and others in Baltimore and Tucson, the campaign will commission a
“benchmark” survey to determine the most effective messaging techniques and messages
with each of the groups most affected by the transition. The research team will test
multiple messages with consumers to determine which best resonate with the different
groups.
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In the first phase, the campaign may also explore the possibility of hiring specialty firms
to gauge public awareness of the transition specifically among seniors, minority
populations, and perhaps national policymakers, opinion leaders and congressional staff.

As the campaign unfolds, it will continue to plan additional surveys to gauge public
awareness of the transition, especially as the transition day nears. Additional research can
help identify which segments of the population remain unaware or confused by the
transition, allowing the campaign to adapt messages, marketing and the focus of earned
and paid media efforts.

Media Research

To guarantee positive and extensive future coverage of the DTV transition, the campaign
must know how the media has covered the transition in the past, setting a baseline for
future comparison of the visibility and credibility across key audiences. Methodical
media research will be used to compare the communications messages and tactics of
those competing for our audiences’ attention, and to identify sources of information about
how audience attitudes are formed.

To obtain this information, NAB consultant Crosby-Volmer Communications (CVC) will
produce a content analysis of news articles about the transition to date in trade
publications, financial media and general consumer media. CVC will also provide a
content analysis of analyst reports, industry consultant reports and emerging market
studies, and identify influential “experts™ and opinion leaders among our audiences that
the campaign can rely upon as surrogates. These analyses will confirm and/or expand the
campaign’s existing positioning and communications messages and provide a clearer
picture of where potential news opportunities lie.

Analysis and Evaluation

Survey research will also be the baseline on which the DTV campaign evaluates its
success. The campaign will commission survey research at nine months, 18 months and
upon completion of the campaign to determine if significant numbers of the affected
population are hearing the DTV message.
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Part 11: MEDIA

Elevating the stature and presence of the DTV transition in the media is another central
goal of the consumer education campaign. Media outreach will include:

s A top-notch Web site that will serve as an information portal for the transition;
A large-scale earned media campaign that first educates influential audiences and
then consumers directly, with goals and benchmarks for media coverage of the
transition;

® An operating speakers bureau in all 50 states for viral marketing;

s Paid media, including marketing and advertising;

¢ Public Service Announcements (PSAs), which will be the most visible and far-
reaching component of the campaign.

Earned Media

It is a major role of communications to address the gap between the inside world’s
assumptions about the views, needs and motivations of the outside world, and the actual
views, needs and motivations of that same outside world. This is crucial with the DTV
transition — the information gap between broadcasters with engineering departments and
consumers with antiquated antenna hookups is enormous.

Relationships with key audiences are crucial to our ability to operate freely and succeed.
The DTV transition campaign will identify reporters, producers, Web sites and “new
media” entities with an interest in the story, build relationships and become the definitive
source for their information. The campaign will take full advantage of cyberspace by
enhancing and leveraging Web sites as a communications tool, providing consumer
education and establishing the Web site as an online media publicity tool. The campaign
will institute a viral marketing effort that will include blogs, chat rooms, message boards,
YouTube (and similar sites) and bylined articles. To address the high percentage of
Spanish-speaking households utilizing OTA, the campaign’s consultant, CVC, has hired
an associate to deal specifically with Hispanic media.

Because media interest will grow as transition day approaches, the campaign’s earned
media plan will roll out in three phases — Phase I (January 2007 - February 17, 2008),
Phase 11 (February 18, 2008 - November 9, 2008) and Phase III (November 10, 2008 -
February 17, 2009). The first phase will see the launch of a new Web site, and will focus
on educating influential audiences about the transition. The second phase will take the
story to mainstream media (print, television and radio.) The third phase is the end-game
sprint to make sure that every single demographic and market has been reached with the
DTV transition message, and to help local broadcasters with potential crisis
communications and how to react to the growing inquiries from media across the board.

The DTV campaign’s media relations director will work to maximize positive media
coverage of the transition by pitching stories, fielding media inquiries and thinking
outside of the box to come up with new strategies to bring the transition story to
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consumers. The media relations director will also track the campaign’s successes and
quantify its results.

Phase I (December 2006 - February 2008)

Since a significant amount of time remains until transition day and no converter boxes are
available to be purchased by consumers, mainstream media are not yet focused on the
DTV transition. Thus, there is little reason to begin a full-court press to consumers. The
Phase I goal is to educate influential audiences and media about the topic of the DTV
transition from today until one year from the DTV transition date (February 17, 2008).

Phase I will kick off with a press conference in Washington, D.C. to announce the
formation of the campaign and the cooperation by diverse groups to form the DTV
Transition Coalition, which will bring information to its members. The press conference
will also trumpet the campaign’s Web site as a clearinghouse of information on the DTV
transition. The Web site will include information for all audiences: the simple message of
transition as directed by the survey; talking points for NAB spokespeople, coalition
partners and media; a white paper discussing the transition in depth; a legal
backgrounder; and links to coalition partners and all other avenues for the project. The
site will serve as a one-stop shopping venue for anyone interested in the DTV transition —
consumers, journalists, congressional staff or anyone who wants to learn more about
DTV and the transition campaign.

Once the Web site is launched, throughout 2007 the DTV transition campaign’s director
of media relations will begin educating the media and other audiences about the
transition. The DTV transition campaign will create and distribute printed materials and
press kits branded by the campaign.

Phase I will see DTV transition stories expansively pitched in technology, broadcasting
and advertising trade publications; business magazines, newspapers and journals;
government and political publications; and important Web sites and blogs. The campaign
will also educate reporters and editors by scheduling editorial board meetings and desk-
side briefings with each of America’s 10 largest newspapers, as well as key weekly news
magazines, cable news networks and broadcast news programs. The campaign will also
explore other creative ideas, including convening a panel of experts on the topic, perhaps
at a Washington, D.C. think tank for C-SPAN coverage and urging members of Congress
to give a series of “special-order” speeches on the House floor on the importance of DTV
preparation.

The campaign’s media relations director will also contact the hundreds of reporters
nationwide who have covered DTV in past years, to build the relationships necessary for
pitching and placing Phase 1l stories.

Phase II (February 17, 2008-November 9, 2008)
Beginning one year from transition day, and extending through the din and clutter of the
2008 presidential and congressional elections, the second phase of eamed media outreach



121

13

will focus on bringing the transition to consumers directly through mainstream media.
Our goal is to have multiple stories on the transition placed in every market nationwide.

The launching pad for the DTV transition’s Phase II efforts can be a “One Year Until
Transition Day” press conference in Washington, D.C. with NAB and its coalition
partners. The campaign’s goal for this Phase II kickoff event is to gain nationwide
visibility about the upcoming transition with stories in local newspapers through a variety
of wire stories, as well as national broadcast and cable news coverage. Especially
important in Phase II is a unity of message among coalition group members and
government — especially the NTIA as its coupon program kicks into gear.

Phase 1T will focus on pitching and placing stories in local markets outside of
Washington, with a special focus on markets untouched by wire stories and with
multiple, unaffiliated newspapers. Because these stories will by necessity be more local
in focus, the media relations director must coordinate with the coalition directors to pitch
stories through the campaign’s local television affiliates and/or local surrogates. And as
the campaign has a natural advantage in placing DTV transition stories with local TV
news affiliates, the director of media relations will have a special focus in the later stages
of the second phase of making contacts with local news directors to place stories on the
transition with a local bent. Here, the director of external relations will assist in bringing
state broadcaster associations into play for news stories,

Phase III (November 10, 2008 - February 17, 2009)

The third phase of the earned media component is something of a sprint to the finish line,
after the groundwork of the campaign has been laid by educating media and placing
stories in national and local news sources. Like the last days of a political campaign, the
candidate’s groundwork will have been laid. While the campaign will be somewhat
focused on pitching and placing stories, much of the earned media efforts will be in
response to media inquiries once the transition is fully in gear.

The campaign will also focus on helping the campaign’s surrogates and local
broadcasters put out the inevitable transition crisis fires that will flare up from time to
time, and reach out to local and national consumer electronic retailers to drive the
transition message, both in their stores and through the news media.

Speakers Bureau

Word-of-mouth, viral marketing is another key to success in a broad-based consumer
awareness campaign. To this end, the campaign will use local broadcasters and group
owners to identify men and women inside and outside of their organizations to engage the
public in local speaking engagements. The campaign will utilize local assets for speeches
in nursing homes or schools, while using influential advocates identified by the DTV
campaign or coalition partners for more visible national opportunities.

Each participating station wil] be urged to present at one speaking engagement per month
in all three phases of the campaign, between June 2007 and February of 2009. An initial
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goal for the nationwide speaking engagements is five per day nationwide in the second
half of 2007, increasing to 10 per day in 2008.

Since coordinating a multi-state program with hundreds of speakers is a massive task, the
DTV Speakers Bureau will be coordinated from the Washington, D.C. offices of NAB
consultant Crosby-Volmer Communications. CVC will help identify the speakers,
arrange and schedule the speaking engagements, and generate eamed media coverage of
the engagements through the dissemination of media advisories and releases. For
evaluation purposes, CVC will also keep a running tally of engagements by stations and
urge stations not to fall behind others in their markets. At the same time, the DTV
campaign will present speakers with the materials and resources they need — from media
kits to training videos — to make effective presentations in local communities.

Paid Media — Marketing and Advertising

A successful campaign will require strategies and tactics that capture attention and
deliver the DTV transition message to targeted audiences. In addition to earned media
outreach, the DTV transition campaign will employ creative marketing to bring its
message directly to consumers.

Branding

Creating and establishing a DTV brand is essential for success, especially within the
Phase [ target of opinion-leading audiences. The campaign will unite not only the
campaign’s messaging, but also the colors, visuals, look and feel of campaign materials.
The DTV transition campaign will unite the look of all materials — from the logo, to the
Web site, media kits, advertisements and public service announcements.

Building the brand, and disseminating information with that brand, will also require
raising visibility among the groups the campaign seeks to reach. In Phase I, the campaign
will consider billboard advertising in areas trafficked by influential audiences and
advertising near the U.S. Capitol and Wall Street in the subway systems. In later phases,
the campaign will move to more traditional advertising to reach the most affected
communities.

Public Service Announcements

The furthest reach of the campaign and the bulk of the DTV transition campaign’s
consumer contact will come from public service announcements (PSAs) aired by NAB’s
local television broadcasting affiliates, independent stations and broadcast networks. The
DTV transition campaign will hire a creative agency, likely one from outside of
Washington, by the close of 2007 to begin production of these PSAs.

With so little money allocated by the federal government to its agencies to fund consumer
education efforts, these PSAs are the true currency of the DTV transition. With so much
riding on them, there is little room for misstep in their production or distribution, as they
will run with thousands of Gross Ratings Points behind them nationwide, both on
network television nationally and by broadcasters locally.
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These PSAs will be disseminated to local broadcasters to begin running after sweeps in
June 2008 and through the end of the campaign. The spots will use messaging developed
in the surveys and focus groups, and the DTV team will likely recruit iconic
spokespeople from the groups disproportionately affected by the transition.

Point of Purchase Consumer Guides

Consumers will invariably go to local “experts” for information on the DTV transition —
specifically consumer electronics retailers. The DTV Transition Coalition will work
closely with members of the Consumer Electronics Association (CEA) and Consumer
Electronics Retailers Coalition (CERC) to ensure that retailers such as Best Buy, Circuit
City and Wal-Mart provide guides with on-message information about the transition for
consumers.
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Part III: EXTERNAL RELATIONS

Any campaign targeting the owners of nearly 70 million TV sets affected by the DTV
transition must extend far beyond Washington, D.C. To be successful, the campaign must
coordinate a large public and private partnership of organizations, associations and
government policymakers with the shared goal of ensuring that the transition goes
smoothly. The DTV transition campaign will proactively help build and coordinate a
DTV Transition Coalition with support from trade associations, grassroots organizations,
labor unions, business groups and policymakers — all of which have an interest in the
transition. The campaign will specifically seek out organizations that have a veritable
reach into local communities — from churches to grocers to shopping malls.

Through its directors of external relations and public affairs, the campaign will identify
groups and organizations in Washington, D.C. and beyond that have a membership reach
into local communities that will help bring the transition message to their members. The
campaign will establish a strong relationship with interested members in Congress, spur
the formation of a Congressional DTV Caucus and urge them to become partners and to
use their microphones to spread the transition message locally.

The campaign will also liaison with the executive branch, including NTIA, to coordinate
messages about the coupon program for digital-to-analog converter boxes, as well as the
FCC.

At the state and local levels, the campaign will also recruit state and local policy makers
who have a microphone to reach consumers in their communities, bring the most up-to-
date campaign materials to state broadcaster associations and contact schools and
teachers unions to bring the DTV transition to the classroom.

DTY Transition Coalition

The DTV Transition Coalition has begun meeting regularly, and the campaign will
continue to meet with coalition members that have an interest in making sure the DTV
transition runs smoothly. The coalition also includes a smaller “steering committee” of
major stakeholders to guide the coalition’s strategy.

Invitations to the DTV Transition Coalition will be handled by the campaign’s directors
of external relations and public affairs, with trade associations and business groups under
the purview of external relations, and grassroots organizations for disproportionately
affected demographic groups handled by the director of public affairs.

The campaign will work exhaustively to identify potential coalition partners in
Washington, D.C. and beyond and systematically contact those groups with invitations to
join. The campaign will create lists of contacts at these coalition member organizations
and provide them with up-to-date research on the transition, the latest news and ideas for
organization newsletters, and other avenues for consumer contact.
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Groups invited to the coalition will include, but are not limited to, industry partners, trade
associations, business organizations, grassroots organizations, as well as membership
organizations — especially those representing groups most affected by the transition.

Government Outreach

Policymakers and elected officials have a strong interest in educating their constituents
about the DTV transition, and the campaign will seck to educate legislators and
policymakers at the federal, state and local levels.

The campaign’s external relations and public affairs directors will make contacts and
liaison with members of Congress and their staffs, the White House, Department of
Commerce, FCC, NTIA, governors’ offices, state legislators, county commissioners, city
council members and school boards.

Importantly, as members of Congress have relatively large microphones with which to
communicate with their constituents, the DTV transition campaign will push to create a
Congressional DTV Caucus, comprised of members of both the House and Senate, with
an aim toward educating consumers about the transition. A bipartisan caucus, the
membership drive should initially focus on identifying potential members with high
percentages of affected groups in their districts.

The campaign will strive to have a presence at annual state legislative and municipal
conferences, such as those hosted by the National Conference of State Legislatures
(NCSL), American Legislative Exchange Council (ALEC), National League of Cities and
others. The campaign will also attempt, through teachers’ unions and state departments of
education, to bring the DTV message as an education tool to K-12 students. The
campaign will send up-to-date materials to these officials out in the field and serve as the
authority on all things DTV until transition day in 2009.

Broadcasters

Coalition members, local broadcasters and broadcast networks will play a huge role in
providing the microphone through which the DTV message will be disseminated. The
DTV transition campaign’s external relations director will contact every state broadcast
association, build relationships with those contacts and share ideas about how to best
communicate the DTV message, including events in state capitals and cities across their
respective states.

The DTV transition campaign will provide materials to local broadcasters, such as media
kits and the other tools they need to bring the DTV message to local communities. Local
broadcasters and state broadcast associations will be a crucial part of our Speaker’s
Bureau.
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Appendix /
DTV Transition Campaign Workstreams

Jonathan Collegio
VP, DTV Transition

Responsibilities

Research: Focus groups, surveys.

Media: Marketing, advertising, PSAs.

External Relations: GOP congressional
owtreach.

Campaign Management, Strategy:
Manage staff, outside vendors, contracts.

Lale Mamaux Myra Dandridge

Director of External Relations, DTV Tran: Director of Public Affairs, DTV Transition

Responsibilities Responsibilities

External Relations: Liaison with External Eelafiong : L_iaisox t Wi"?
business organizations and trade membership organizations, especially ;
associations; federal executive branch; those_ LLoups most aﬁecf od by the DTV
state and local governments; state transition; outreach to Congress.
broadeasters associations, focal
television stations.

Media: Congressional publications;
Speaker’s Burean.

Shermaze Ingram
Director of Media Relations, DTV Transition

Responsihilities

Media: Famed media planning; Web
site; publications; principal DTV
transition spokesperson.
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Appendix B
DTV Transition Staff Biographies

Jonathan Collegio

Vice President, Digital Television Transition

A native Oregonian, Jonathan Collegio is vice president of digital
television transition at the National Association of Broadcasters in
Washington, D.C., where he {s managing a broad-based public affairs
campaign fo increase awareness of the federally mandated switch to
digital broadeasting in February 2009,

Previous to his work at the NAB, Collegio was press secretary at the
National Republican Congressional Committee (NRCC) in
Washington, D.C., where he served as the committee’s primary
spokesman on over thirty congressional races. Previous to his post at
the NRCC, Collegio served as deputy chief of staff for Congressman
Patrick McHenry (R-N.C.}, and communications director for the Goli
Ameri for Congress campaign in 2004,

A campaign professional, Collegio has worked on dozens of
campaigns at the local, state and federal level, including campaigns
for the U.S. House and Senate, governor and local races. Collegio has appeared multiple times on CNN,
CNNFN, CNBC, MSNBC, Fox News, NBC Nightly News and CBS Radio. He has written articles for and
been quoted in US4 TODAY, The Washington Post, The Washington Times, The New York Times, The Wall
Streer Jowrnal, the Associated Press, Business Week, Time, Newsweek, National Review and various other
publications.

Collegio carned his master's degree in public affairs and politics from Rutgers University in New
Brunswick, New Jersey, where he was a graduate fellow at the Eagleton Institute of Politics. He also spent
ayear as associate prodicer at News 12 New Jersey, the largest television network in the state.

Collegio attended the University of Oregon from 1995-1999 and graduated Phi Beta Kappa with a bachelor
of science in economics and political science. He also studied Spanish for a year at the American
University of Acapulco in southern Mexico. A world traveler who has visited 41 countries on five
continents, Collegio grew up in Jacksonville, Oregon and now resides in Arlington, Virginia.

Shermaze Ingram

Director of Media Relations, DTV Transition

Shermaze Ingram is director of media relations for NAB's digital
television transition team where she manages carned media for the
campaign. Ingram has an extensive background in media relations,
including more than 10 years of expertence as a print and broadeast
journalist. She began her career in New York at Consumer Reports
magazine, where she was awarded a writing fellowship and wag later
promoted to assistant editor, then editor of a depariment in the
magazine on travel.

In 1993, she joined the award-winning PBS program The NewsHour
with Jim Lebrer as a business and national affairs reporter, where she
covered a wide range of important economic and political topics,
including events in Congress. Ingram later became publicity manager
for The NewsHour and MacNeil/Lehrer Productions, where she
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managed media relations and public relations for the news program and its correspondents. She also
managed publicity for many special prime-time broadeasts and documentaries produced by PBS and
MacNeil/Lehrer Productions, including the live coverage of the 2004 political conventions and presidential
election.

Prior to joining NAR, Ingram served as director of communications and events for Discovery Education, a
division of Discovery Communications, Inc, Ingram earned a bachelor’s degree in English Literature from
Columbia University and a master’s degree from the Columbia University Graduate School of Journalism.

Lale Mamwaux

Director of External Relations, DTV Transition

A veteran Capitol Hill aide, Lale Mamaux is director of external
relations for NAB’s digital television transition team, where she
coordinates the large coalition of trade associations, business
organizations and local broadeasters that have an interest in making
sure the federally mandated digital television transition in February
2009 poes smoothly.

Mamaux previously worked as communications director for
Congressman Robert Wexler (D-Fla.), where she managed all of the
congressman’s national and foreign media activities. In this capacity,
she acted as the congressman’s chief spokesperson, prepared his
television, radio and press conference appearances, and drafted his
statements and speeches. She worked with legistative staff on
preparing Rep. Wexier for all press activities and coordinated with
senior staff in developing messaging points. Mamaux also managed
all press activities for the Congressional Caucus on Intellectual
Property Promotion and Piracy Prevention, Taiwan Caucus and
Turkey Caucus.

1n addition, Mamaux worked as a press secretary in Florida for the John Kerry presidential campaign in
2004, and more recently she helped coordinate press for Congressman Tim Mahoney’s 2006 congressional
campaign.

Before coming to the Hill, Mamaux was deputy director of political affairs at Kimball Stroud & Associates,
Inc. There, Mamaux had the opportunity to work with a variety of members of Congress and candidates,
including Congressman Robert Wexler, Congressman Marion Berry, Congressman Baron Hill, former
Congressman Max Sandlin, former Congressman Ronnie Shows as well as the former mayor of Dallas,
Ron Kirk.

Mamaux has a master’s degree in political science from American University in Washington, D.C. and a
bachelor’s degree in political science with a minor in women’s studies from Mary Baldwin College in
Staunton, Virginia.



129

Myva Dandridge

Director of Public Affairs, DTV Transition

A seasoned media relations professional, Myra Dandridge is director of
public affairs for NAB’s digital television transition team, where she
coordinates the large coalition of grassroots and membership
organizations that have an interest in making sure the federally mandated
February 2009 transition to digital broadcasting goes smoothly. In this
capacity, Dandridge also Haisons with members of Congress and their
staffs, and works with Capitol Hill publications and “new” media in
prometing the DTV awareness of the DTV transition. She also helps
coordinate the DTV Speaker’s Bureau,

Recently, Dandridge served as communications director for the 43-
member Congressional Black Caucus, where she was responsible for all
media outreach, a wide range of public affairs activities and education
campaigns, as well as message development and implementation.
Additionally, she advised caucus members on proactive and reactive
strategies for managing media attention on sensitive matters and
legislation.

Prior to the CBC, Dandridge served as the Florida state press secretary for the John Kerry-John Edwards
Presidential campaign. As the carpaign spokesperson in Florida, she developed relationships with Florida
media, anthored talking points and press releases under deadling, provided rapid response to crisis media,
developed message events and created push-back on opponent issues,

Dandridge previously served as manager of media relations at The Bond Market Association, a New York-
based firm that represents securities firms and banks that trade and sell bonds. In that position, she
managed the enhancement of the association’s public image by promoting a wider understanding of the
financial service industry through strategic communications messages and by ouireach to promoie the
association’s initiatives and missions,

Before working at The Bond Market Association, Dandridge was a public affairs specialist to U.S. Labor
Secretary Alexis Herman. There, she developed media plans and outreach initiatives that strategically
positioned Secretary Herman and enhanced the department’s goals,

A native New Orleanian, Dandridge received a Bachelor of Arts degree from Loyela University in New
Orleans, Louisiana,



130

Before the
UNITED STATES DEPARTMENT OF COMMERCE
NATIONAL TELECOMMUNICATIONS AND INFORMATION ADMINISTRATION
Washington, D.C. 20230

)
In the Matter of ) Docket No. 060512129-6129-01
)
Implementation and Administration ofa )
Coupon Program for Digital-to-Analog )
Converter Boxes )
)
COMMENTS OF THE

ASSOCIATION FOR MAXIMUM SERVICE TELEVISION,
CONSUMER ELECTRONICS ASSOCIATION, AND
NATIONAL ASSOCIATION OF BROADCASTERS

Gary J. Shapiro

Michael D. Petricone

Brian E. Markwalter

Julie M. Kearney

CONSUMER ELECTRONICS ASSOCIATION
2500 Wilson Boulevard

Arlington, VA 22201

(703) 907-7644

David K. Rehr

Marsha J. MacBride

Jane E. Mago

Valerie Schuite

Lynn D. Claudy

NATIONAL ASSOCIATION OF
BROADCASTERS

1771 N Street, N.W.

Washington, D.C. 20036

(202) 429-5458

September 25, 2006

David L. Donovan

Victor Tawil

Bruce Franca

THE ASSOCIATION FOR MAXIMUM
SERVICE TELEVISION, INC.

4100 Wisconsin Avenue, N.W.

Washington, D.C. 20016

(202) 966-1956

Jonathan D. Blake

Robert M. Sherman

COVINGTON & BURLING LLP

1201 Pennsylvania Avenue, N.W.
Washington, D.C. 20004

(202) 662-6000

Counsel to MSTV



131

EXECUTIVE SUMMARY

The Association for Maximum Service Television, the Consumer Electronics
Association and the National Association of Broadcasters join together to support the NTIA
digital-to-analog converter box program and to make certain recommendations with respect to
the structure and workings of the program. The program is a vital piece in the strategy for
optimizing the digital transition because its purpose and effect is and should be to leave no
viewer behind.

These Joint Industry Commenters believe that implementation of NTIA’s
converter box program should be guided by the following five principles:

e continued consumer access to broadcast television,

s availability of high-quality, easy-to-use, low-cost digital converter boxes,
e simplicity and clarity,

¢ fairness and prevention of waste and abuse, and

e industry cooperation to serve the consumer.

With respect to the issue of consumer participation in the program, the Act, its
legislative history, its underlying purpose and the plain meaning of its language, as well as
practical considerations, preclude any implementation of the program that would exclude from
coupon-eligibility analog sets in cable or satellite-served homes that are not connected to those
services. For the same reasons, consumer eligibility should not be delimited by a means test.
And consistent with the language and intent of the statute, NTIA should adopt a first-come, first-
served process for distributing coupons.

Given the special circumstances of this project, NT1A should also adopt technical
requirements, including minimum performance requirements, for digital converter box
eligibility. The MSTV/NAB digital converter box project demonstrated that converters can be
high quality, low cost and easy for consumers to use. CEA, NAB and MSTV here propose
specific requirements that are attached in Appendix A to these comments. They grow out of
ATSC’s A/74 Recommended Practice on Receiver Performance Guidelines established over two
years ago. But there have been ongoing improvements since then that enable NTIA now to set
reasonable requirements exceeding A/74 performance levels in some areas and fill in some
requirements for performance levels where ATSC A/74 only specified test procedures. These
minimum performance requirements reflect the consensus of the broadcast and consumer
electronics industries for the specific purpose of the narrowly-tailored NTIA program.

The minimum requirements that NTIA adopts to ensure consumers’ ability
effectively to receive broadcast signals should not preclude converter box features that improve
over-the-air reception or enhance the usability or user convenience of the converter box.
Accordingly, eligibility should not be precluded by inclusion in a converter box of an electronic
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program guide or a smart antenna interface. Consumers expect the former as part of the
contemporary everyday viewing experience, and smart antennas are useful in various
circumstances to assure reliable service.

As for energy standards, the NTIA should be prepared to review and, as
appropriate, adopt the specifications being worked on under EPA’s Energy Star program through
joint industry and government collaboration. It should stand firm against the efforts of any
individual state to impose its own specifications.

Balancing the need for timeliness with the need to protect consumers from faulty
devices, NTIA should direct manufacturers to test their own products and transmit the results to
the FCC (the agency expert in such matters). The FCC should then review those results in an
expedited manner, with the power to interdict defective or below-standard devices.

Finally, consumer electronics equipment manufacturers and the broadcast
industry will fully support and implement consumer education programs. The retail industry,
which has much experience in coupon and similar programs, will also have an important role in
making a success of this critical program aimed at facilitating the transition, compensating and
otherwise accommodating analog-only set owners whose analog receivers will no longer receive
over-the-air broadcasts after February 17, 2009 and assuring continuity of free, universal and
local broadcast service.

-ii-
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Before the
UNITED STATES DEPARTMENT OF COMMERCE
NATIONAL TELECOMMUNICATIONS AND INFORMATION ADMINISTRATION
Washington, D.C. 20230

)
In the Matter of ) Docket No. 060512129-6129-01
)
Implementation and Administration of a )
Coupon Program for Digital-to-Analog )
Converter Boxes )
)
COMMENTS OF THE

ASSOCIATION FOR MAXTMUM SERVICE TELEVISION,
CONSUMER ELECTRONICS ASSOCIATION, AND
NATIONAL ASSOCIATION OF BROADCASTERS
In a unique collaboration to support the important needs of consumers during the
digital television transition, The Association for Maximum Service Television, Inc. (“MSTV™),'

the Consumer Electronics Association (“CEA”)” and the National Association of Broadcasters

(“NAB”Y’ (collectively, the “Joint Industry Commenters™) have joined together to comment on

! MSTYV is the non-profit trade association representing local broadcast television stations

committed to preserving the technical integrity of the public’s broadcast television service.

2 CEA is the principal trade association promoting growth in the consumer technology

industry through technology policy, events, research, promotion and the fostering of business
and strategic relationships. CEA represents more than 2,100 corporate members involved in the
design, development, manufacturing, distribution and integration of audio, video, mobile
electronics, wireless and landline communications, information technology, home networking,
multimedia and accessory products, as well as related services that are sold through consumer
channels.

3 NARB is a nonprofit trade association that advocates on behalf of more than 8,300 free,

local radio and television stations and also broadcast networks before Congress, the Federal
Communications Commission and the Courts.
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the issues raised in NTIA’s Notice of Proposed Rulemaking® on the digital television converter
box program that Congress created in the Digital Television Transition and Public Safety Act of
2005.° CEA, MSTV and NAB, on behalf of their members, also pledge their strong support for
this important program that NTIA is charged with implementing.

As NTIA is aware, these trade associations representing local broadcasters and
consumer electronics manufacturers have not always reached consensus on public policy issues
related to the digital television transition. However, with a common interest in the successful
transition to all-digital television broadcasting in February 2009, NAB, CEA and MSTV have
come together to present a consensus position on NTIA’s converter box program.

NAB and MSTYV, in collaboration with equipment manufacturers, worked with
Congress to establish a converter box program that would protect the rights of all Americans to
receive free, over-the-air television service after the transition. NTIA’s decisions in
implementing the program should be, at their core, consumer-focused. The digital television
transition is the single most significant conversion in the history of broadcast television, and it
promises to bring important and long-awaited benefits to the American public. In implementing
the converter box program, NTIA must ensure that no consumer is left behind.

L GUIDING PRINCIPLES
The Joint Industry Commenters share the common goal of facilitating our nation’s

transition to digital television, the success of which is critical to consumers, as well as to the

4 Implementation and Administration of a Coupon Program for Digital-to-Analog

Converter Boxes, Notice of Proposed Rulemaking & Request for Comment, 71 Fed. Reg. 42067
(2006) (“NPRM™).

s Deficit Reduction Act of 2005, Title III, Pub. L. 109-171, 120 Stat. 4 (Feb. 8, 2006)
(“Act™).
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consumer electronics and television broadcast industries. Together with the cable and satellite

industries and the government, our industries have the largest responsibilities with respect to

making the transition a success. The transition is revolutionizing the broadcast television service

by enabling stations to offer consumers new program choices, high-quality video, and audio, and

advanced features at no cost to the public, and at the same time making available additional

spectrum for public safety and other innovative uses. The converter box program is an important

component of the success of the digital conversion for the American consumer.

NTIA’s converter box program should be guided by the following core principles:

Continued Consumer Access to the Broadcast Service. When
Congress adopted the Act, it was concerned that the digital transition,
for all its public interest potential, also could disenfranchise tens of
millions of analog over-the-air television viewers. The converter box
program was Congress’ response to that concern. Therefore, NTIA’s
administration of the program must effectively ensure continuity of
service to analog television sets. Consumers have a large investment
in analog-only receivers that will be rendered unusable for broadcast
television reception and users of those sets will be deprived of service
unless they take advantage of the converter box program.® This is not
a subsidy program; it is a consumer reimbursement program. After all,
even with a substantial amount of the reclaimed spectrum being turned
over to public safety, the government will reap billions of dollars
through spectrum auctions made possible by the digital transition.

Availability of High Quality, Easy-to-Use, Low-Cost Converter Boxes.
During the legislative debate, much emphasis was placed on ensuring
that consumers’ out-of-pocket costs to obtain a digital converter box
would be minimized, thereby removing economic barriers to
completing the DTV transition. It is equally important that the
converter boxes work properly in the myriad of installation
configurations in which they will be placed, and that they will be as
intuitive and easy to understand as the analog television receivers to

6

Alternatively, they could replace all their analog-only sets with integrated digital

receivers or subscribe to a pay programming service, which may or may not carry all of the
broadcast services that would be available to the consumer for free, over the air. Neither of these
options should be required.
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which they will be interfacing. The NTIA program must equally
support all three goals: high quality, ease of use, and low cost.

o Simplicity and Clarity. The converter box program is a large-scale
and, in many respects, unprecedented program, involving detailed
technical issues, complicated administrative implementation, and
various participants — consumers, retailers, manufacturers, and
broadcasters across the country. To be effective despite its breadth
and technical and logistical complexity, NTIA’s administration of the
program must strive for simplicity. For consumers and others
involved, the program must also be easy to understand and follow.

o Fairness and Prevention of Waste and Abuse. In order to be
successful, the converter box program must also promote fairness and
efficiency. It should be structured to facilitate equitable distribution of
coupons to all Americans with analog televisions that depend on over-
the-air broadcasts. The program should also be structured to prevent
abuses and waste and deter fraudulent attempts to obtain program
benefits.

o  Cooperation. The government, broadcasters, manufacturers, and
retailers must each contribute to the above goals by providing
consumers with the tools and information necessary to make effective
use of the converter box program.

Undoubtedly, there will be challenges in implementing the converter box
program, particularly because it will involve millions of consumers, tens of millions of analog
sets, thousands of retail outlets, various converter box manufacturers and 1,600 broadcast
stations. The broadcast and consumer electronics industries are pleased to support this program

and offer the following suggestions to optimize its consumer utility and effectiveness.

IL. THE BASIC PARAMETERS FOR CONSUMER PARTICIPATION IN THE
PROGRAM

The most fundamental decisions about the converter box program were made by
Congress when it enacted the Digital Television Transition and Public Safety Act of 2005. The

statute allocates up to $1.5 billion to reimburse consumers for purchasing digital-to-analog
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converter boxes in order to avoid loss of free, over-the-air television service.” It details the
number of coupons to be made available per household, the manner in which the coupons are to
be redeemed, and the expiration date of the coupons.s Nevertheless, as detailed in the Notice,
there remain important questions concerning the administration of the program.” These
comments address those questions.
A. Eligibility Requirements

1. Proposal to exclude cable and satellite households

In detailing the procedures that NTIA should use to administer the converter box
program, the Act uses the inclusive term “households” to identify who is eligible to participate in
it.!® Congress adopted this inclusive language to ensure that all Americans will continue to have
access to the rich programming and critical local and national information provided by
America’s broadcasters. NTIA’s NPRM, however, proposes to narrowly define “households” so
as to exclude the millions of American consumers who subscribe to cable, satellite or other
MVPD'' services but who also rely on analog-only sets that are not connected to these services.

Statutory Mandate. This constricted definition of “households” is inconsistent

with the Act, and it would impermissibly prevent millions of Americans from obtaining benefits

7 Act at §§ 3005(c)(2)(B), 3005(c)(3).
8 Id. at § 3005(c).

# See H.R. Rep. 109-362 at 202 (Dec. 19, 2005) (Conf. Rep.) (listing the specific questions
that Congress directed NTIA to resolve in this rulemaking).

10 Act at § 3005(a)(1) (specifying that NTIA shall “implement and administer a program

through which households in the United States may obtain coupons that can be applied toward
the purchase of digital-to-analog converter boxes™).

= An “MVPD,” or “multichannel video programming distributor,” is “an entity engaged in

the business of making available for purchase, by subscribers or customers, multiple channels of
video programming.” 47 C.F.R. § 76.1300(d). Cable and satellite are the major MVPD service
providers, with telecommunications providers newly entering the market.
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which Congress has provided to them. When Congress wanted to limit eligibility for the
program, or the benefits available under it, it did so explicitly. Congress defined the eligible set-
top boxes in a manner that precludes cable or satellite set-top boxes from being included in the
program.' It also specified in the Act that NTIA “shall ensure that each requesting household

»13 If Congress intended to exclude second and third

receives . . . no more than two coupons.
over-the-air analog sets in cable and satellite homes, then it could have used a term other than
“household” to describe those eligible for the program, or it could have qualified the term
“household.” But Congress took neither of these steps.

It is well-established that, when a statutory design is clear and unambiguous, there
is no room for interpretation.'* Congress established specific limitations on certain aspects of the
program, but, critically, it provided no limitation at all on the “households™ eligible for the
program; nor did it give NTIA authority to adopt any such limitation. It is impossible to read the
statutory term “households,” either on its own or with reference to the rest of this section of the
Act, to mean “households that exclusively rely on over-the-air broadcasts.” NTIA’s proposed

interpretation is, accordingly, not authorized by the statute. Under widely acknowledged

principles of statutory construction, that is where the analysis must end."

1 Act at § 3005(d).

1 Act at § 3005(c)(1)(A). The Act also specifies that the two coupons cannot be used in
combination and that coupons should expire three months after they are issued. /d. at §§
3005(c)(H(B)-(C).

1 See, e.g., BedRoc Ltd. v. United States, 541 U.S. 176, 187 n.8 (2004) (plurality op.)
(quoting United States v. Fisher, 2 Cranch 358, 399 (1805)) (applying the longstanding rule that,
“[wlhere a law is plain and unambiguous, whether it be expressed in general or limited terms, the
legislature should be intended to mean what they have plainly expressed, and consequently no
room is left for construction™).

5 See id. at 183 (“[O]ur inquiry begins with the statutory text, and ends there as well if the

text is unambiguous.”).
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The legislative history also leads to the same conclusion. The Conference Report
cited in the NPRM explains that the purpose of the converter box is “[t]o help consumers who
wish to continue receiving broadcast programming over the air using analog-only televisions not
connected to cable or satellite service.”'® The Conference Report is clear that the Act’s purpose
is to help “consumers,” without limitation, and to make the program’s benefits available for
“analog-only televisions not connected to cable or satellite service.” Without justification, the
NPRM interprets the Conference Report as if it stated, instead, that the benefits would be
available only to “consumers who only own analog televisions not connected to cable or satellite
service.” Thus, the portion of the Conference Report cited by the NPRM rebuts, rather than
supports, NTIA’s proposed eligibility limitations.

Likewise, the NPRM quotes the Conference Report’s observation that many
consumers already have cable or satellite service and so “[o]nly consumers relying on over-the-
air broadcasts should need to participate in the . . . program.”’” The NPRM would read the word
“exclusively” into that sentence where it does not exist, and would ignore the Report’s
subsequent clarification that the drafters made this observation in support of their decision to
“structure . . . the program [in a manner that] takes into account that many consumers will neither
need nor want a subsidized converter box,” and avoids “impulse participation” by requiring
consumers to apply for program coupons.’® Nothing in that analysis disqualifies households that

receive cable or satellite service. To the contrary, it contemplates that participation will be open

16 Conf. Rep. at 201 (emphasis added).

v Id. Moreover, many cable and satellite subscribers, through second and third sets not

hooked up to cable or satellite, “rely on over-the-air broadcasts,” particularly in times of
emergency when cable and satellite services are disabled.

18 Id. at 202.
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to such households, but concludes that an application process is preferable to a program in which
“coupons were automatically sent to every U.S. household,”"® because consumers should make
their own considered decision whether a subsidized set-top box best suits their needs before
applying for a coupon under the program.

NTIA’s interpretation of “household” is similarly contrary to common parlance
and television industry usage. Nielsen uses the term “households” to mean “[a]n occupied
housing unit” or “[a]n individual or group of individuals occupying a house, apartment, group of
rooms, or single room.>* The FCC ranks markets by Nielsen-defined “households.” Other FCC
rules use the same term. In all of these usages, the term includes cable and satellite households.
We know of no precedent for construing the general term “household” to exclude cable and
satellite households.

Practical and Emergency Purposes. It is well recognized that, in many
households, more than one set is in use at any particular time. This is true, for example, for the
many multi-generational families in the United States, in which grandparents, parents, and
children live together under one roof. Under these circumstances, family members often live in
separate living quarters or rooms within the house and rely on over-the-air television reception,
even while the television in the main family room is connected to cable or satellite service.
Under NTIA’s narrow construction of the Act, these family members would not be eligible to

obtain converter box coupons. In addition, lower-income households may consist of more than

1 Id.

2 Nielsen Media Research, “Glossary of Media Terms & Acronyms,” available at

http://www.nielsenmedia.com/nc/nmr_portal/t27/glossary.jsp?site=Public.
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one family, each of which might own an analog television. In other households, some may wish
to watch English-speaking programs, while others rely on multicuitural programming.

These users should not be disenfranchised, whether they are viewing in a home
where the first set is an over-the-air analog set or a set served by a MVPD. Also, in terms of
consumers’ investments, it is clearly inequitable to compensate for some sets being rendered
incapable of receiving over-the-air broadcasts (in exclusively over-the-air homes) but not others
(in cable or satellite households where only one set is served by cable or satellite).

The importance of communications about national emergencies and homeland
security matters is another reason for not unduly constricting eligibility. In emergencies like the
hurricanes and floods of the last few years, broadcast stations have often been the only mass
medium that has remained operational and, therefore, over-the-air television service has been the
only source of emergency news and information. Concerns about homeland security in times of
local or national emergencies necessitate that second and third sets in cable and satellite homes
be equipped with converters to permit continued reception of over-the-air broadcasts.

Nor can NTIA limit eligibility based on the goal of saving money. That was not
among the goals established by the legislation, and in any event it is addressed by Congress’
decision to limit the funds set aside for the program and the number of coupons per household.
NTIA observes that “market-based solutions” will limit the burden on the funds allocated to the

21
converter box program.

NTIA apparently is referring to the fact that some consumers will
purchase digital sets or subscribe to MVPD services. Of course, the Joint Industry Commenters

hope that consumers will buy digital television sets in order to enjoy the advanced features and

4 .
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services of digital television.”” But nowhere did Congress suggest that the program shouid be
construed narrowly in order to drive consumers to buy digital sets or subscribe to MVPD
services.

Administrative Burdens and Privacy Concerns. Even if a decision to limit

eligibility to over-the-air-only households were not precluded by the statute and contrary to
Congressional intent, it would be administratively difficult or altogether unworkable and would
undermine NTIA’s efforts to implement this critical program. 1t is not clear how NTIA could
police whether or not a particular applicant, in fact, receives cable or satellite service. Such an
endeavor might entail intrusion into and surveillance of subscribers’ records nationwide, thereby
raising serious privacy concerns. In the context of a program whose dominant purpose is to
ensure that Americans are not disenfranchised by the digital transition, this process would
seriously tax the agency’s resources, delay putting boxes in consumers’ hands, and lead to
unwarranted complexities and administrative costs.

2. Economic need

The NPRM also inquires whether NTIA should establish a standard for economic
need as a criterion for program eligibility.”* The Act includes various restrictions on the use of
the coupons,u but it does not provide for means-testing. The Conference Report specified where
it expected NTIA to adopt regulations concerning application forms, redemption and

reimbursement, converter box specification and certification, education efforts, and appeal

2 In fact, the FCC requires that all television sets with analog-only tuners include digital
tuners as of March 2007. See 47 C.F.R. § 15.117.

n NPRM at 42068.

24 See n.13, supra.

.10 -
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procedures.> Not included in this list was any flexibility for NTIA to impose restrictions on the
economic status of households eligible for the program, and the statute itself provides no basis
for such a limitation. Congress demonstrated that it knew how to limit the scope of the program
when it wished to (e.g., up to two coupons per household). When it came to the issue of means
testing, it chose not to.

Many of the same reasons that refute NTIA’s ability to limit the coupons to
exclusively over-the-air households also refute its ability to limit the program to certain
Americans according to a threshold income test. In addition to the language of the statute, this
unnaturally-constrained implementation of the Act would undercut the goal of viewing
continuity, would confiscate consumer investment in analog receivers without due
reimbursement, and would create artificial incentives for consumers to subscribe to cable,
satellite, or other MVPD services. It would also undermine the ability of over-the-air television
in times of emergency to reach all of the public and would force NTIA to undertake burdensome
administrative processes that would distract from the agency’s core efforts to administer the
program.

3. Priority

NTIA properly proposed distributing coupons on a first-come, first-served basis.?
The Joint Industry Commenters support this proposal, since Congress intended to make the
converter box program available to all American households with analog sets not connected to
subscription services. It did not include in the statute any basis for distinguishing among

applicants or give NTIA authority to put certain applications ahead of others. Accordingly, a

» Conf. Rep. at 202.
2 NPRM at 42068.

.11 -
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first-come, first-served program should be adopted as the fairest, least burdensome, most
expeditious, and simplest way to distribute the coupons.
B. Technical Requirements

As part of its mandate to NTIA, Congress necessarily distinguished between those
digital-to-analog converter boxes that are eligible for the coupons and those that are not. Implicit
in this distinction is the need to establish requirements for converter boxes to be eligible for
program funding. The Joint Industry Commenters agree that this is a unique situation. Because
of the resources it has dedicated to the program, and to the digital transition at large, the
government has a vested interest in ensuring that, to the maximum extent possible, digital-to-
analog converter boxes distributed to consumers as a part of the program work well in the
practical circumstances of consumers’ homes. The entire program, as well as the transition,
could be delayed significantly if consumers reject the converter boxes due to quality, usability,
and performance issues. Under these special circumstances, CEA, MSTV and NAB agree that
NTIA should adopt minimum performance requirements to protect consumers from poorly
functioning devices. Their recommendation for minimum functional and performance
requirements for converter boxes is specified in Appendix A.

1. MSTV/NAB converter box program

NAB and MSTV have been particularly concerned with proving the practicality
of digital converter boxes achieving high performance without sacrificing cost effectiveness. To
respond to the need for effective digital converters to avoid wrenching viewer
disenfranchisement as a result of the cessation of analog transmissions in February 2009, in June
2005 MSTV and NAB sought proposals from electronics manufacturers to develop a prototype
digital converter box that would achieve high quality, low cost and enhanced ease of use. These

goals were quantified in detail in the Request For Quote issued by MSTV and NAB in mid 2005.

12
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After a thorough evaluation process, NAB and MSTV awarded contracts to LG
Electronics/Zenith and Thomson/RCA in the fall of 2005. These companies’ completed digital
converter boxes underwent laboratory and real-world testing during 2006. The results of the
MSTV/NAB converter box project demonstrate several points. First, the technical specifications
described in Appendix A are clearly achievable in practical products designed to be amenable to
production in mass manufacturing quantities. Further, the project results provide tangibie
evidence that a high-quality, low-cost converter box can be built with measured performance
that exceeds the levels specified in the ATSC A/74 Recommended Practice on Receiver
Performance in several important areas and consequently can provide reliable reception under a
variety of real-world conditions.”’

2. Device eligibility requirements

The Act requires that converter boxes eligible for coupons under the program

include those features “necessary to enable a consumer to convert any [digital television] channel

... into a format that the consumer can display on [analog] television receivers. . . "

Consistent with this directive, the NPRM lists six functional requirements for program-compliant
converter boxes:
(a)  Appropriately processes all ATSC radio frequency (RF)
signals provided to the antenna-only input and then
provides output signals in standard definition video for

display on an NTSC television receiver/monitor;

(b)  Delivers NTSC composite video and stereo audio to drive
NTSC monitors;

2 The range of measured performance results for the prototype converter boxes developed

by Thomson and LG, compared with A/74 levels, are available on the MSTV website at
http://'www.mstv.org/docs/MSTVNAB%20prototypes%2Operformance. pdf.

28 Act at § 3005(d).
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(¢)  Delivers Channel 3 or 4 switchable (NTSC) RF output for
television receivers;

(d)  Complies with FCC requirements for Closed Captioned,
Emergency Alert (EAS) and the required parental controls;

(e)  Operable by and includes a remote control; and

(f  Tunes to all television channels 2-69.%

The Joint Industry Commenters agree that these six requirements should be
mandatory for program-compliant boxes. With respect to closed captioning, emergency alert
system (EAS), and parental controls, as NTIA’s NPRM observes, there are existing FCC
requirements.”® Those FCC rules, as currently written, also apply to digital converter boxes.
Therefore, NTIA need not and should not promulgate separate rules with respect to these issues.

The NPRM also states that NTIA will take into consideration the cost of the
converter box as well as the ease of installation and operation, and proposes to adopt the ATSC
Recommended Practice on Receiver Performance Guidelines (ATSC doc. A/74). 3 The Joint
Commenters agree that minimum technical performance metrics are necessary in this narrowly
tailored progra.m.32 However, as an industry developed Recommended Practice, A/74 is not

written in a format that can be used directly to set eligibility thresholds.

¥ NPRM at 42070.

L ]

R 73

32 The development of ATSC A/74 took a full year and was the result of a collaborative
effort of broadcasters, consumer electronics manufacturers, semiconductor manufacturers, and
other stakeholders. Begun in mid 2003, A/74 was adopted as a Recommended Practice by the
Advanced Television Systems Committee in June 2004. A/74 encompasses performance
guidelines in areas including receiver sensitivity, immunity from interfering signals and
multipath rejection.

14 -
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It has also been more than two years since A/74 was published by ATSC. During
that period, significant progress has been made; the practicality of achieving A/74 performance
levels has been proven in the marketplace; the state-of-the-art has moved forward significantly in
some important receiver performance areas; and market-driven performance level expectations
have had a chance to develop in the receiver performance areas where A/74 only specifies test
procedures and does not specify target performance levels.

With the historical context of A/74, the practical evidence of current industry
practice, and the results of the NAB/MSTYV digital converter project in mind, the Joint Industry
Commenters submit at Appendix A a recommendation for minimum functional and performance
requirements for NTIA program-compliant digital converter boxes. These minimum technical
requirements will assure that consumers can obtain devices that will provide reliable access to
digital television content delivered over-the-air under reasonably challenging reception
conditions. The recommended minimum performance requirements in Appendix A take into
account measured performance levels achieved in the NAB/MSTYV digital converter box
program, and reflect the consensus of the broadcast and consumer electronics industries for the
specific purpose of the NTIA program,

3. Features

The minimum requirements that NTIA adopts to ensure consumers’ ability to
effectively receive broadcast signals should not preclude features that improve or enhance the
over-the-air digital television viewing experience. Any converter box feature that improves
over-the-air reception or enhances the usability or user convenience of the converter box for
accessing over-the-air television signals should be allowed within the scope of the NTIA
eligibility criteria. As a particular example of this principle, NTIA should avoid overly restrictive

rules because they would have the unintended effect of increasing, rather than decreasing, the

-15-
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costs of the digital to analog converter box by preventing manufacturers from using components
that have already been designed and are compliant with generally accepted industry standards.
In other words, NTIA’s specifications should produce a low-cost converter box consistent with
statutory requirements, but overly restrictive rules on functionality of the boxes should be
avoided because they may have the unintended consequence of increasing the cost of the box to
consumers.

In this regard, certain converter box characteristics and capabilities may extend
beyond minimum requirements — that is, NTIA need not require their inclusion — but should not
disqualify a device. Various digital television features, such as electronic program guides and
the display of PSIP data, are included in a number of the DTV chipsets that have already been
developed for mass market use. Because the development work has already been done,
including these features in new converter boxes would involve a negligible cost to the
manufacturer. In contrast, if the manufacturer were required to disable or delete these features in
order to comply with NTIA requirements, there would be a substantial development cost, which
would necessarily increase the cost of the devices. In addition to permitting development and
manufacturing efficiencies that will lead to lower cost, features in this category would improve
consumers’ ability to receive or convert a digital signal into a format that can be displayed on an
analog television. We highlight here two functions in particular that should not disqualify a
converter box. Other features associated with better or more convenient access to over-the-air
digital television broadcasts should be treated similarly by NTIA for the purpose of program
eligibility.

Electronic Program Guides — A particularly compelling function that should not

be excluded is found in the case of electronic program guides. The FCC’s requirement that

-16-
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broadcasters transmit PSIP data - including program content details — in their digital signals,” as
manifested by the FCC’s adoption of the ATSC A/65 standard as mandatory for broadcasters, is
premised on the FCC’s conviction that a mechanism for Jocating digital channels and program
content, including multicast channels, is an integral feature of the digital television experience.
Digital converter box manufacturers will be subject to powerful, market-based, consumer-driven
pressures to offer devices that include electronic program guides displaying PSIP or third-party
program data intended to improve the user experience and facilitate access to digital broadcast
programming delivered over-the-air.>* Assuring that devices that process and display electronic
program guides are eligible for coupons may increase consumer demand and, therefore, decrease
prices as well as being consistent with fulfilling the program’s purposes.

Smart Antenna Interfaces — As NTIA notes, reception of digital signals can vary

based on a variety of factors, including a household’s location.® For this reason, it is also
important that manufacturers have latitude, without losing coupon eligibility, to include in their
devices the circuitry and connectors associated with the so-called “smart antenna interface” (as
defined by the CEA-909 Antenna Control Interface slandard).36 Inclusion of this antenna control
interface, when coupled with an appropriate receiving antenna, will promote enhanced viewer

access to digital broadcast signals, fuller and more meaningful participation in the converter box

3 See 47 C.ER. § 73.682.

34 Broadcasters and manufacturers have participated cooperatively in developing the

capability for practical PSIP-based services. In accordance with implementing PSIP as specified
in ATSC"s A/65 PSIP standard, ATSC published its A/69 PSIP Recommended Practice for
Broadcasters in June 2002 . This document makes recommendations on the type, amount and
frequency of transmission for PSIP data included in broadcast transmissions.

35 NPRM at 42069.

% An abstract of CEA-909 is available at
http://www.ce.org/Standards/StandardDetails.aspx?Id=1418&number=CEA-909.
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program, and a more effective digital transition for a large number of receivers in the United
States. For example, in many markets, stations” transmitters are located on different sides of the
population center due to separation requirements or other practical considerations outside their
control. This can impede consumers’ ability to receive digital signals because the antenna must
be oriented in two or more different directions to receive all of these signals. Because the smart
antenna interface allows automatic electronic steering and signal level control of a “smart
antenna” so as to achieve best reception on a channel-by channel basis, consumers should have
the flexibility to obtain converter boxes that can interface with smart antennas when they are
needed. To ensure that recipients of program coupons receive all of the over-the-air digital
signals that serve their communities, manufacturers should be allowed to offer program-
compliant converter boxes that include an antenna control interface.

4. Energy standards

The NPRM also inquires whether NTTA should include energy considerations in
its performance standards. NTIA’s converter box program is a national, Congressionally
authorized program, and it should accordingly incorporate a federal energy standard that is
uniform and nationwide. In this regard, the Environmental Protection Agency is developing

specifications for a converter box Energy Star’’ program. In its converter box Energy Star

7 Energy Star (www.energystar.gov) is a voluntary, market-driven and national

government-industry partnership which creates specifications, including a labeling program, for
energy efficient consumer products, including a broad range of consumer electronics. The
Energy Star program benefits from strong participation by manufacturers, is well-recognized by
consumers, and offers a competitive incentive for energy savings. Energy Star has been a very
successful initiative for addressing energy consumption for the consumer electronics industry,
and, according to EPA’s most recent annual report, the Energy Star program for home
electronics and office equipment has saved 41.2 billion kWh of energy and prevented greenhous¢
gas emissions totaling 8.3 million metric tons of carbon equivalent. Environmental Protection
Agency, “Investing in Our Future: ENERGY STAR and Other Voluntary Programs 2004 Annual
(continued...)
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program, EPA is expected to rely on CEA’s standards for measurement of set-top box energy
consumption, CEA-2013.% The Joint Industry Commenters strongly support the development of
an Energy Star program as the correct approach for addressing converter box energy
consumption concerns, and they encourage NTIA to defer to the process commenced by EPA to
establish Energy Star standards for converter boxes.

Consumers have come to know and trust the Energy Star label in making
electronics purchases, with almost two-thirds of consumers recognizing the Energy Star logo.”
Notably, the EPA’s Energy Star initiative:

® represents an established and successful government-industry partnership at
the national level;

» involves a wide range of industry and government stakeholders;

e focuses on the active and standby energy use of converter boxes;

o will cover 100% of the market for converter boxes; and

o is scheduled for fast-track completion by the end of 2006.

In contrast, state-by-state regulation of converter box energy use would jeopardize

the nation’s transition to digital television and would seriously interfere with effective NTIA

Report,” at 11 (Oct. 4, 2005), available at
http://www.energystar.gov/ia/news/downloads/annual_report2004.pdf.

38 CEA-2013 is a voluntary industry standard that addresses, among other things, the

measurement of power consumption of digital-to-analog converters in the OFF [or standby]
state. Currently, development is under way within the CEA standards activities to develop the
measurement of power consumption of digital-to-analog converters in the ON state. This work
is targeted for completion before the end of this year. An abstract of CEA-2013 is available at
http://www.ce.org/Standards/StandardDetails.aspx?Id=1418&number=CEA-2013.

® Public awareness of Energy Star has jumped to 64 percent of U.S. households, according

to a nationwide survey released by the U.S. Environmental Protection Agency on February 23,
2005. Environmental Protection Agency, “National Awareness of Energy Star for 2004:
Analysis of CEE Household Survey,” at 4 (Feb. 23, 2005), available at
http://www.energystar.gov/ia/news/downloads/awareness_survey_2005.pdf.
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administration of the converter box program.”’ State regulation would also unnecessarily burden
the process and could deter the development of effective converter boxes and almost certainly
would increase prices.'! CEA and its members have opposed state regulation of converter boxes,
and it has also urged state officials to participate directly in two national initiatives already
underway which address converter box energy consumption.

A national standard for converter box energy use would permit consumers to rely
on the energy efficiency of the equipment that they purchase through the program. It would also
permit manufacturing and engineering efficiencies that would avoid the need for costly re-
engineering of converter boxes to meet state-by-state requirements. Such state requirements, in
any case, would inappropriately interfere with the nation’s DTV transition and the market for
converter boxes, as well as threaten the success of the Energy Star program itself. Accordingly,
NTIA should defer to the converter box standards under development through the EPA’s Energy

Star program.

10 For example, as NTIA is aware, the California Energy Commission has promulgated a

regulation setting a mandatory standard for the energy consumption of converter boxes, defined
as “a commercially-available electronic product for which the sole purpose is the conversion of
digital video terrestrial broadcast signals to analog NTSC video signals for use by a TV or
VCR.” The regulation limits converter boxes to eight watts in active mode and one watt in
standby mode. Eight other states have decided not to regulate converter boxes, while one state,
New York, is considering converter box regulations.

4 Several groups have expressed concerns to local and national policy makers about the

detrimental impact of California’s converter box regulation on consumers and business. See,
e.g., CEA & NAB, “California’s New Energy Consumption Regulation for Digital TV Adapters
Threatens to Leave Millions of Californians in the Dark,” Press Release, available at
http://www.nab.org/newsroom/PressRel/Releases/041106_NAB_CEA_Converters.htm (Apr. 11,
2006) (describing the California Energy Commission’s proposal to set energy consumption
limits on converters at 8 watts powered up and 1 watt in standby).
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C. Conformity Assessment Process

The NPRM seeks comment on “whether there are existing industry or government
organizations engaged in activities that can help speed the development of testing/certification
processes. . . .»** Rather than developing a new and untested conformity assessment progranm,
the Joint Industry Commenters urge that NTIA leverage the existing resources of the FCC, the
longstanding expert agency in this area, to conduct an efficient and accurate conformity
assessment process.

Specifically, NTIA should adopt a “verification plus” process, based on the
FCC’s present, well-established and well-understood verification procedures.43 Under these
procedures, manufacturers would be responsible for conducting compliance testing at their own
facilities or through an independent laboratory contracted by the manufacturer. This process
would ensure efficiency and avoid delays that would occur if the FCC or any other third-party
entity were required independently to test every converter box.*

To ensure the integrity of the program, however, the FCC, most likely through its
Office of Engineering and Technology, should have the ability to be involved in the approval
process before the devices are released to market. To this end, manufacturers should be required
to submit their test results, along with appropriate samples of the tested equipment, to the FCC.

The FCC should then review test results to ensure conformity between the converter boxes and

“ NPRM at 42070.

“ See 47 C.F.R. § 2.902 (*Verification is a procedure where the manufacturer makes

measurements or takes the necessary steps to insure that the equipment complies with the
appropriate technical standards.”).

4 Because of the unique and time-limited nature of the converter box program, the

commenters believe that a “verification plus” process would best ensure the quality of consumer
devices included within the program. These comments do not address the viability of such a
process in any other context.
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the NTIA’s performance standards which themselves are based on standards endorsed by or
known to the FCC. If the FCC does not alert NTIA and the manufacturer of any problem within
15 days of when the data were submitted, the device should automatically qualify for the
program. If the FCC does issue notification of a problem, however, it should expedite its own
testing and rapidly notify NTIA and the manufacturer of any noncompliance. In this
circumstance, the manufacturer would not be allowed to distribute its devices until they are
cleared by the FCC. This process is, of course, extraordinary, but it is justified by the special
nature of the converter box program.

The Joint Industry Commenters believe that the “verification” component of the
“verification plus” process would assure simplicity and efficiency and would permit eligible
converter boxes to be released to market without delay and with minimal burden on the FCC and
manufacturers. It is also based on a process that the FCC has long used to approve other
communications equipment. The “plus” component would also assure that the process remains
fair for both consumers and manufacturers. It would protect consumers against noncompliant
boxes, and it would ensure that all manufacturers meet the same threshold standards.
III. DISTRIBUTION AND EDUCATION

Finally, NTIA asks for input on the procedures for retail distribution of converter
boxes and the steps for educating consumers about the program. The retail industry and service
providers to the retail industry have extensive experience in fashioning efficient methods for
distributing equipment and processing coupons. The Joint Industry Commenters agree with

retailers that an electronic coupon card is the most efficient way to administer the program, as

-2
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well as the best way to avoid fraud.** Retailers are also well-positioned to advise how to inform
consumers about which devices are eligible under the program and about the program’s
processes more generally. Accordingly, NTIA should rely on that industry’s experience in
preparing retail distribution procedures and a consumer education program.

The consumer electronics and broadcast industries understand the importance of
educating consumers, and they are committed to contributing to the success of the program by
continuing and expanding their existing consumer education efforts as the application period for
the converter box program approaches. The broadcast and consumer electronics industries have
already developed resources to assist consumers in obtaining equipment for the transition and
accessing other important information. They will continue to engage in consumer outreach after
NTIA adopts regulations for the converter box program, and will work with NTIA to inform
consumers how they can apply to receive program coupons as part of their overall program to
educate viewers about the transition.* NTIA should also coordinate with the FCC and other
agencies that have experience in large-scale consumer education campaigns on how best to use

the $5 million that Congress allocated for consumer education.*’

* * *

“ Electronic cards have proved successful, for example, in the context of food stamp

programs, as well as military and GSA purchasing programs. NTIA should consider the
experience of other agencies in administering large-scale programs such as these with the use of
electronic payment media.

46 For example, CEA has launched antennaweb.org, which helps consumers determine

which type of digital television antenna is right for them, and ceknowhow.com, the premier
training resource for consumer electronics sales personnel, among other consumer education
programs. The public can also visit dtv.gov, which provides consumer-focused information and
links concerning the transition, as well as a DTV shopper’s guide and DTV tip sheet.

4 See Act at § 3005(c)(2)(A).
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Congress has been clear and consistent that the digital transition should benefit,
rather than harm, the public. It created the consumer-focused digital converter box program to
protect the rights of all Americans to continue to receive the benefits of their free, over-the-air
television service, notwithstanding the completion of the digital transition. Our two industries,

committed to facilitating the transition, submit these consensus views about how best to achieve

this goal.
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APPENDIX A

Recommendation of CEA, MSTYV and NAB for
Functional and Performance Requirements for a Digital-to-Analog Converter
Box to be eligible for NTIA’s coupon program pursuant to the Digital
Television Transition and Public Safety Act of 2005

REFERENCE DOCUMENTS

ATSC A/74, Receiver Performance Guidelines, June 2004

ATSC A/53E, ATSC Digital Television Standard, Revision E with Amendments No. 1 and No. 2,
September 2006

ATSC A/65C, Program and System Information Protocol for Terrestrial Broadcast and Cable (Revision
C) With Amendment No. 1, May 2006

Recommendation ITU-R BT.500-11, Methodology for the subjective assessment of the quality of
television pictures

ATSC A/69, PSIP Implementation Guidelines for Broadcasters, June 2002

ELIGIBLE CONVERTER BOXES SHALL COMPLY WITH THE FOLLOWING FEATURES AND
MINIMUM PERFORMANCE REQUIIREMENTS:

1. Decoder

Equipment shall be capable of receiving and presenting for display program material that has been
encoded in any and all of the video formats contained in Table A3 of ATSC A/53E. The image presented
for display need not preserve the original spatial resolution or frame rate of the transmitted video format.

2. Qutput Formats
Equipment shall support 4:3 center cut-out of 16:9 transmitted image, letterbox output of 16:9 letterbox
transmitted image, and a full or partially zoomed output of unknown transmitted image.

3. PSIP Processing

Equipment shall process and display ATSC A/65C Program and System Information Protocol (PSIP) data
to provide the user with tuned channel and program information.

See ATSC A/69 for further guidance.

4. Tuning Range
Equipment shall be capable of receiving RF channels 2 through 69 inclusive.

5. RF Input
Equipment shall include a female 75 ohm F Type connector for VHF/UHF antenna input.

6. RF Output
Equipment shall include a female 75 ohm F Type connector with user-selectable channel 3 or 4 NTSC RF
output.

7. Composite Output

Equipment shall include female RCA connectors for stereo left and right audio (white and red) and a
female RCA connector for composite video (yellow). Output shall produce video with ITU-R BT.500-
11 quality scale of Grade 4 or higher.
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8. RF Dynamic Range (Sensitivity)

Equipment shall achieve a bit error rate (BER) in the transport stream of no worse than 3x10°® for input
RF signal levels directly to the tuner from -83 dBm to -5 dBm over the tuning range. Subjective
video/audio assessment methodologies could be used to comply with the bit error rate requirement.’
Test conditions are for a single RF channel input with no noise or channel impairment.

Refer to ATSC A/74 Section 4.1 for further guidance. (Note the upper limit specified here is different
than that in A/74 4.1).

9. Phase Noise

Equipment shall achieve a bit error rate in the transport stream of no worse than 3x10™ for a single
channel RF input signal with phase noise of -80 dBc/Hz at 20 kHz offset. The input signal level shall be -
28 dBm. Subjective video/audio assessment methodologies described above could be used to comply witl
the bit error rate requirement.

Refer to ATSC A/74 Section 4.3 for further guidance.

10. Co-Channel Rejection

The receiver shall not exceed the thresholds indicated in Table 1 for rejection of co-channel interference
at the given desired signal levels.

Refer to ATSC A/74 Section 4.4.1 for further guidance.

Tahle 1- Co-Channel Rejection Thresholds

Co-Channel D/U Ratio (dB)
Type of Interference
Weak Desired Moderate Desired
(—68 dBm) (~53 dBm)
DTV interference into DTV +15.5 +15.5
NTSC interference into DTV +2.5 +2.5

Notes:

NTSC split 75% color bars with pluge bars and picture to sound ratio of 7 dB should be used for
video source.

ATSC high definition moving video should be used for video source.

Al NTSC values are peak power; all DTV values are average power.

! Subjective evaluation methodologies use the human visual and auditory systems as the primary

measuring “instrument.” These methods may incorporate viewing active video and audio segments to
evaluate the performance as perceived by a human observer. For subjective measurement, the use of an
expert viewer is recommended. The viewer shall observe the video and listen to the audio for at least 20
seconds in order to determine Threshold of Visibility (TOV) and Threshold of Audibility (TOA).
Subjective evaluation of TOV should correspond with achievement of transport stream error rate not
greater than a BER of 3x10°®, If there is disagreement over TOV performance evaluation, it will be
resolved with a measurement of actual BER.
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11. First Adjacent Channel Rejection

The receiver shall not exceed the thresholds indicated in Table 2 for rejection of adjacent channel
interference at the given desired signal levels.

Refer to ATSC A/74 Section 4.4.2 for further guidance.

Table 2- Adjacent Channel Rejection Thresholds

Adjacent Channel D/U Ratio (dB)
Type of Interference Weak Desired | Moderate Desired | Strong Desired
(—68 dBm) (-53 dBm) (-28 dBm)
Lower DTV interference into DTV >-33 -33 -20
Upper DTV interference into DTV >-33 -33 -20
Lower NTSC interference into DTV >-40 -35 -26
Upper NTSC interference into DTV >-40 -35 -26

Notes:

NTSC split 75% color bars with pluge bars and picture to sound ratio of 7 dB should be used for
video source.

ATSC high definition moving video should be used for video source.

AlINTSC values are peak power; all DTV values are average power.

12, Taboo Channel Rejection

The receiver shall not exceed the thresholds indicated in Table 3 for rejection of taboo channe!
interference at the given DTV desired and undesired signal levels.

Refer to ATSC A/74 Section 4.4.3 for further guidance.

Table 3- Taboo Channel Rejection Thresholds for DTV Interference into DTV

Taboo Channel D/U Ratio (dB)
Channel Weak Desired | Moderate Desired | Strong Desired
(—68 dBm) (-53 dBm) (-28 dBm)
N +/-2 >-44 -40 -20
N+/-3 >-48 -40 -20
N +-4 >-52 -40 -20
N+-5 2-56 -42 -20
N+/-6toN+-13 >-57 -45 -20
N+/-14and N +- 15 >-46 -45 20

Notes:
ATSC high definition moving video should be used for video source.
Al DTV values are average power.
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13. Burst Noise

Equipment shall tolerate a noise burst of at least 165 ps duration at a 10 Hz repetition rate without visible
errors. The noise burst shall be generated by gating a white noise source with average power -5 dB,
measured in the 6 MHz channel under test, referenced to the average power of the DTV signal. The input
DTV signal level shall be -28 dBm.

Refer to ATSC A/74 Section 4.4.4 for further guidance

14. Field Ensembles

Equipment shall demonstrate that it can successfully demodulate, with two or fewer errors, 30 of the 50
field ensembles available from ATSC in conjunction with ATSC A/74. Error counts are not expected to
include inherent errors associated with the start and end or looping of field ensembles for playback.
Refer to ATSC A/74 Section 4.5.2 for further guidance.

15. Single Static Echo
Equipment shall comply with either CRITERIA A or CRITERIA B, below.

CRITERIA A:
Equipment shall tolerate a single static echo with the magnitude, relative to a desired DTV signal power
of -28 dBm, and delay defined in Table 4.

Table 4- Maximum Single Static Echo Delay

Echo Delay Desired to Echo Ratio
-50 ps 16 dB
-40 us 12 dB
-20 ps 6 dB
-10 s 5dB

-5 us 2dB
Ous 1dB
10 ps 2dB
20 us 3dB
40 s i0dB
50 us 16 dB

CRITERIA B:

Equipment may demonstrate compliance by tolerating a single static echo with the magnitude, relative to
a desired DTV signal power of -28 dBm, and delay defined in Table 5, if the equipment also demonstrates
that it can receive 37 of the 50 field ensembles. See Field Ensembles requirement.

Table 5- Minimum Single Static Echo Delay

- 4-
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Echo Delay Desired to Echo Ratio
-50 s 16 dB
-40 s 16 dB
-20 us 7.5dB
-10 ys 5dB

-5 s 2dB
0ps 1dB
10 us 2dB
20 us 3dB
40 us 16 dB
50 us 16 dB




163

FRODUCYS PRODUCT REGISTRATION SERVICE & SUPPORT PRESSE ROOM ABOUT RCA HOME

PRESS ROOM
RCA TELEWISION

RCA AUDIO VIDED
RCA ACCESSORIES
RCA TELEPHONE

&g wsTony

FPRESS ROOM / reaat

BB back to index

RCA READIES ENERGY-EFFICIENT DTA800
DIGITAL TV ADAPTER FOR RETAIL CUSTOMER

Final Digitai TV Transition Product Fully Complies with Coupon
Eligibility Requirements Just issued by U.S. Depariment of Commerce

March 12, 2007 - inclanapolis, iN ~ Now that the federal government has issued final eligibifity
Television Adapters, RCA is readying the DTABOQ, a low-cost and energy-efficient converter that
favorite broadeast TV programs even when analog TV signals are turned off,

At the stroke of midnight at the end of February 17
broadeasts are scheduled to end in the United Stat
the-air broadcasting, Millions of consumers rely on
for news, information, and entedainment, and each
receiver of converter before the end of analog brog
answer for the end of the transition is the RCA DT/
affordable, high-quality set-top receiver for terrestri
that will be fully compilant with the consumer coupt
U.5. government.

“The final rules from the Department of Commerce insure that manufacturers will offer high-quaiit
Digital TV Adapters to meet the needs of millions of consumers. Were very pleased that all hous
inttially qualify to receive up to two $40 coupons to defray the cost of products ke our RCA DTAE
discussing with retailers for consideration in thelr upcoming assortments,” said Dan Collishaw, Ct
Thomson"s Americas Audio/Video business.

Designed for consumers who have a favarite anatog TV, or perhaps one built info a custom-mads
receives terrestially broadeast digitat TV signals and converts them for display on a conventionat

With the Consumer Electronics Assoclation estimating that more than 20 million analog television
signais for tocat channel reception, the RCA DTAB00 Digital TV Adapter wilt play an important rob
digital TV transition.

With an antenna input, digital reception and analog conversion electronics, and analog outputs, t
recaive over-the-air ATSC standard-definition and high-definition terrestrial broadcasts and come
control unit. Analog viewers will have several new features with the RCA DTA800, including on-st
information sent by broadeasters, digital parental control options, closed captioning, and a Smart
with specialty antenna products that optimize reception in hard-to-reach areas.

"We anticipate a rmarket for several million Digital TV Adapters beginning with the availability of D
coupons in January 2008. The RCA DTABDD will be the ideal resource for consumers who want t
TV set -~ either in the main enfertainment room or anather room in the home. And now that the fin
have been made public, we’re ready 1o meet the demand from our retall customers,” Collishaw s

Retall availability and suggested retail pricing will be dependent on retaller interest in this new pre

Certain statements in this press release, including any discussion of management expectations &
constifute “forward-looking statemenis” within the meaning of the "safe harbor” of the 145, Privatk
Reform Act of 1995, Such forward-looking statements are based on management’s current expec
are subject to a number of factors and uncertaintes that could cause actual resulis o differ mater
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results expressed or implied by the forward-looking statements due to changes in global econom,
market and regulatory factors. More detailed information on the potential factors that could affect
Thomson is contained in Thomson's filings with the U.S. Securities and Exchange Commission.

About Thomson —World leader in digital video technologies

Thomson (Euronext Paris: 18453; NYSE: TMS) provides services, systems and technology to he
Entertainment clients — content creators, content distributors and users of its technology - realize
optimize their performance in a rapidly changing technology environment. The Group is the prefe
& Entertainment Industries through its Technicolor, Grass Valley, RCA and Thomson brands. For
www.thomson.net
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March 27, 2007

The Honorable Edward J. Markey

Chairman

Subcommittee on Telecommunications and the Internet
Committee on Energy and Commerce

2125 Rayburn House Office Building

Washington, D.C. 20515

The Honorable Fred Upton

Ranking Republican Member

Subcommittee on Telecommunications and the Internet
Committee on Energy and Commerce

2322A Rayburn House Office Building

Washington, D.C. 20515

Dear Chairman Markey and Ranking Member Upton:

As you may know, and consistent with its historical leadership in offering consumers
affordable digital television products, Thomson Audio/Video recently announced that it is
readying for market a Jow-cost, energy efficient digital-to-analog converter box that is fully
compliant with rules adopted eatlier this month by the Depattment of Commerce as part of its
implementation of the consumer coupon program. This product — the RCA DTAB00 — wilt
receive broadcasters’ standard and high definition digital signals and convert those signals for
display on any analog television, offering analog consumers 2 vastly improved viewing
experience. Additionally, the RCA DTA800, which comes with a remote control unit, will
include parental control options and closed captioning (which many older analog televisions
presently lack) as well as other consumer-friendly features.

It is Thomson’s understanding that concerns have been raised, in the context of the
Subcommittee’s recent oversight heatings on the NTIA coupon program, as to whether
coupon-eligible converter boxes such as the RCA DTAB00 will be available for consumers to
purchase as soon as coupons are issued on January 1, 2008. Thomson wishes to reassure you
and the members of the Subcommittee that, as far as Thomson is concerned, if retailers seek to
have coupon-eligible converter products on their shelves as of January 1, 2008, Thomson fully
expects and is planning to meet that demand.

s, TN 2 Ulnitest s aes
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Thomson commends the Subcommittee for its very important work on this matter and
appreciates your consideration of these views.

Sincerely,

gol o'y .t

David H. Arland
Vice President/Marketing
Audio/Video & Accessories

cc: The Honorable John D. Dingell, Chairman
Committee on Energy and Commerce

The Honorable Joe Barton, Ranking Republican Member
Committee on Energy and Commerce



STATUS OF THE DTV TRANSITION—PART 2

WEDNESDAY, OCTOBER 17, 2007

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON TELECOMMUNICATIONS
AND THE INTERNET,
COMMITTEE ON ENERGY AND COMMERCE,
Washington, DC.

The subcommittee met, pursuant to notice, at 9:40 a.m., in room
2123, Rayburn House Office Building, Hon. Edward J. Markey
(chairman)

Present: Representatives Doyle, Gonzalez, Inslee, Rush, Eshoo,
Stupak, Green, Solis, Dingell, Upton, Stearns, Deal, Shimkus,
Radanovich, Terry, Ferguson, and Barton.

Also present: Representative Blackburn.

Staff present: Amy Levine, Colin Crowell, Tim Powderly,
Maureen Flood, David Vogel, Philip Murphy, Neil Fried, Courtney
Reinhard, and Garrett Golding.

OPENING STATEMENT OF HON. EDWARD J. MARKEY, A REP-
RESENTATIVE IN CONGRESS FROM THE COMMONWEALTH
OF MASSACHUSETTS

Mr. MARKEY. Good morning. Welcome to the Subcommittee on
Telecommunications and the Internet. This is the subcommittee’s
second in a series of oversight hearings on the status of the digital
television transition. Unfortunately, prior oversight hearings have
left this subcommittee with a DTV picture that is fuzzy at best.
Our goal going forward will be to get better reception from the Fed-
eral Government, industry and community groups about how they
might work better in concert to ensure that millions of Americans
do not lose free over-the-air television after the transition from
analog to digital broadcasting on February 17, 2009.

I am encouraged by some recent Government efforts to help con-
sumers navigate the transition successfully. After our last hearing,
the Commission required retailers to inform consumers when tele-
vision equipment only has an analog tuner by displaying a Govern-
ment-mandated consumer alert near the device. Not only does such
a notice assist consumers in making fully informed decisions before
bringing home an analog-only TV, it also serves to educate consum-
ers about the DTV transition itself.

The Commission has rigorously enforced this rule. Seven retail-
ers are facing almost $3 million in fines. In addition, the Commis-
sion also has assessed penalties against manufacturers for import-
ing TVs lacking digital tuners. I commend FCC Chairman Martin

(167)
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for sending a strong message that the Government will not tolerate
the TV equivalent of war profiteering.

I encourage the Commission to vigorously monitor and assess the
transition as it proceeds. For instance, the FCC could send employ-
ees into participating stores to make sure that retailers are suffi-
ciently stocking and selling the converter boxes subsidized by the
coupon program, and not just hocking the $500 digital TV sets. The
Commission should also spot-check digital devices, including con-
verter boxes, to make sure they include mandatory pro-consumer
technologies. Like the V-chip and closed captioning and those other
features, we have to ensure that they actually function properly for
consumers.

I also want to applaud Assistant Secretary John Kneuer for
NTIA’s decision to hire IBM to manage the Digital-to-Analog Con-
verter Box Coupon Program. IBM and its subcontractors appear to
have the expertise and proconsumer orientation necessary to imple-
ment a successful coupon program if other elements and entities in
the transition work in concert and do their part.

The most critical component of a successful DTV transition is
consumer education. Ultimately, the Federal Government is re-
sponsible for making sure that more than 300 million Americans
are adequately informed, not the industry or consumer groups. It
is, after all, Government mandates that will render obsolete mil-
lions of analog TVs. Both the FCC and NTIA have been preparing
consumer advisories, creating Web sites, holding forums and meet-
ing with public- and private-sector groups. The current plan relies
heavily on the good graces of industry and the voluntary efforts of
committed consumer and community groups to get the job done.
However, because the amount of money available to the Commis-
sion and to the NTIA for consumer education for their respective
aspects of the transition is highly limited, more must be done.

Affected industries appear to be stepping up to fill some of the
void. Thus, recent commitments by the cable industry, broadcasters
and public television to air millions of dollars’ worth of messages
about the transition on TV will be critical to the success of this ef-
fort. But all of those efforts are purely voluntary.

As Chairman Dingell and I suggested to Chairman Martin ear-
lier this year, there is value in mandating a minimum level of com-
pulsory consumer education on the part of industry, particularly
given that these requirements can be monitored and enforced. I am
pleased that Chairman Martin took our suggestion to initiate a
rulemaking, and I hope he adopts those rules expeditiously as the
deadline draws near.

This leads me to the aspect of the DTV transition that needs
greater clarity and coordination. According to the report being pre-
pared at my request by the Government Accountability Office, no
single organization has assumed responsibility for the overall tran-
sition. It is as if we have a team of able running backs and receiv-
ers running around the field searching for the end zone, but no
quarterback running the plays. Indeed, according to the GAO,
there is no comprehensive DTV transition plan, no monitoring and
no contingency plan.

I want to commend the GAO for their excellent work in prepar-
ing for today’s testimony, which provides us with an Emergency
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Broadcast System alert about challenges ahead with sufficient time
to take corrective action. It is my belief that while NTIA has re-
sponsibility for the consumer coupon program, the FCC has pri-
mary responsibility for the overall digital transition. Chairman
Martin, I think that makes you Tom Brady for our DTV purposes.

Mr. UpPTON. A good Wolverine, I want you to know.

Mr. MARKEY. That is where Mr. Upton and I really feel good. We
are Michigan and Boston bond on this Tom Brady issue. And giving
you this mantle, Mr. Chairman, is the highest accolade that can be
bestowed on a bipartisan basis in this committee.

Mr. UpPTON. Hail to the victors, right?

Mr. MARKEY. You are the Nation’s DTV quarterback, and we will
be counting on you and the Commission for the leadership to co-
ordinate the various aspects of the transition, which is so impor-
tant for public safety, economic growth, innovation, consumer wel-
fare and the future of television itself. I look forward to hearing
from today’s witnesses.

Let me turn to recognize the ranking member of the subcommit-
tee, the gentleman from Michigan, Mr. Upton.

OPENING STATEMENT OF HON. FRED UPTON, A REPRESENTA-
TIVE IN CONGRESS FROM THE STATE OF MICHIGAN

Mr. UpTON. Thank you, Mr. Chairman. Good morning to all.

I would like to thank the witnesses for testifying today on this
very important subject. This is not our first hearing on the topic,
and, given the importance, I don’t think it will be the last.

Still a year and a half away, the DTV transition is an issue that
continues to generate an outstanding amount of attention. And I
am absolutely confident that as we move closer to February 2009,
an even brighter spotlight will shine on the DTV transition, so
much so that the transition will be a success, and consumers will
not be caught off guard.

We should certainly commend the cable and the broadcast indus-
tries for stepping up to the plate to help educate the public about
the digital television transition. We still have more than a year to
go. Their already outstanding efforts and commitments are sure to
increase as the deadline approaches. Specifically, local broadcasters
are to be commended for their proactive initiatives to educate
Americans on the transition to DTV. It is comforting to know that
the broadcasters understand the critical importance of educating
Americans on this issue so that a seamless transition can take
place in February 2009. Individually each local broadcaster has al-
ready had to invest significant sums, millions of dollars to move
the transition forward, and had it not been for their hard work and
sacrifice, that transition would not be possible.

The fact remains it is in the financial interests of the broad-
casters, pay-TV companies, manufacturers, retailers to make sure
that each TV viewer in the household knows about the DTV transi-
tion. The last thing the industry wants to do is lose viewers, and
I am confident that they will do everything necessary to ensure
that that does not happen.

Some of the industry’s plan is similar to a measure that I intro-
duced with Mr. Hastert and Mr. Barton in January, H.R. 608.
Similar provisions would be law today had it not been for the Sen-
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ate procedural rules that stripped the consumer education provi-
sions from the original DTV legislation that was enacted in the last
Congress. And if any of my colleagues on either side of the aisle
have doubts or concerns about the industry’s resolve to educate
consumers, I would ask them to cosponsor our bill, H.R. 608.

Much of the focus has been external, looking at industry and the
NTIA and the FCC; however, there is much that we can do as
Members of Congress to educate our constituents. My Web site al-
ready has information about the DTV transition, as well as links
to external sites with information about the DTV transition. In the
next few weeks, I plan on launching a new Web site with even
more comprehensive DTV education. Congressional franking rules
also permit Members to include information about the transition
through our constituent mail. Everyone has a role to play, and I
would urge my colleagues to do their part.

Additionally, the cable industry has taken a significant step for-
ward in promoting an orderly transition by voluntarily agreeing to
carry the broadcasters’ digital and analog signals for the next 3
years, which mirrored what this committee passed last year, and
which the FCC recently adopted.

Chairman Martin has also proposed a new multicast must-carry
mandate on cable operators, and I happen to believe that imposing
that standard at this point would perhaps threaten an orderly
transition, and I look forward to hearing more about that as the
question-and-answer period moves forward.

Lastly, I would like to again recommend the auctioning of white
spaces. The market is much better than we regulators at determin-
ing the value of and the best use for the spectrum. There are likely
a number of possible areas, and one that has recently been raised
is an alternative to special access. All potential providers and serv-
ices should be given an opportunity to compete for that spectrum
in a fair auction. Licensing would also have the added benefit of
protecting against any interference with digital TV should it arise.
The recent test results released by the FCC demonstrate that that
might be a problem.

At a minimum FCC testing is needed, and I am glad that that
is going to happen. It is too important to risk with the use of unli-
censed devices. Further, it has and will demonstrate the tax for
value in auctioning the spectrum.

I look forward to hearing from the panel this morning.

The 9/11 Commission understood the importance of ensuring that
our first responders have the equipment and the spectrum nec-
essary to communicate in times of emergency. I am proud that we
were successful in not only passing the DTV transition in the last
Congress, but provided a helping hand to enable our first respond-
ers to better protect all of America.

I also have a letter from Chairman Martin indicating that the
number of exclusively over-the-air homes has once again dropped
and now is only at about 13 percent. The letter also indicates that
the legislation, H.R. 608, that we introduced in January would help
reduce litigation over the FCC’s authority to impose consumer edu-
cation requirements. I have three letters from the Cable Associa-
tion, the Broadcast Association and Univision concerning their re-
cent announcement to launch about $1 billion to combine the con-
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sumer education. And I would ask unanimous consent that these
documents be placed in the record.

Mr. MARKEY. Without objection.

Mr. UpTON. And with that, Mr. Chairman, I yield back the bal-
ance of my time.

Mr. MARKEY. The gentleman’s time has expired.

The Chair recognizes the gentleman from Michigan, the chair-
man of the full committee, Mr. Dingell.

OPENING STATEMENT OF HON. JOHN D. DINGELL, A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF MICHI-
GAN

Mr. DINGELL. Mr. Chairman, I thank you for your courtesy. I
commend you for holding this hearing. It is a matter of great im-
portance to the country as we are going to find out as the event
comes near. The digital television transition might well be the most
important telecommunications issue before this committee.

I want to express my appreciation to the panel for being with us
this morning. Gentlemen, thank you. We appreciate your help, and
we need it, and we look forward to it.

This oversight hearing is the second in a series regarding the
DTV transition. The transition promises great benefits to consum-
ers, including more and higher-quality over-the-air programming,
new advanced wireless services, and by use of the analog spectrum
currently reserved for broadcast television, first responders and
other public safety communications. We must, however, make sure
that the Government and industry have done all they can to ensure
that no consumer wakes up on February 18, 2009, to find their tel-
evision screen has gone dark, and also to find that we are incapa-
ble of providing them with the proper information for the switch-
over.

Much work remains to be done for a successful transition, and,
quite frankly, I am not satisfied that we know what that might
happen to be. First and foremost, there has to be Government lead-
ership. As our GAO witness will testify, there is currently no clear
leader in the transition. That must be defined much more clearly.
The Federal Communications Commission should be the agency
spearheading this transition. The NTIA, or the National Tele-
communications and Information Administration, has a distinct,
statutorily defined role in administering the converter box coupon
program, and it is an extremely important role, but appropriately
the FCC should be leading the transition and working with NTIA
and others to coordinate these many efforts.

I urge the FCC to consider an interagency task force to facilitate
a smooth transition, similar to the one that was established to ad-
dress Y2K. That interagency task force spent nearly 2 years on its
missions with a clear priority and a sense of urgency to prepare the
Nation for any effects that might be brought about by the arrival
of the year 2000. We need a similar approach to the problems now
before us. We face a shorter timetable for the DTV transition, and
I believe that the administration must approach the DTV transi-
tion with the same diligence as the previous administration em-
ployed for Y2K.
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The converter box coupon program is a critical element. Each
and every consumer who will need a converter box to view over-
the-air programming must have one. Coordinating the logistics of
this program and the distribution of coupons for converter boxes
presents a tremendous challenge, one on which I am not satisfied
that we have properly conducted our inquiries or arrived at our
conclusions.

I look forward to the testimony of IBM, the vendor selected by
NTIA to implement this enormous undertaking, about its plans to
carry out a very important job. We will also receive testimony from
consumer groups about the various constituencies that should be
informed and educated about the transition. Many at-risk popu-
lations, such as the elderly, the economically disadvantaged, people
with disabilities and those who live in rural and other underserved
areas and communities will need particular attention.

As I noted before, digital television holds great promise for the
country, and we all look forward to its potential being fully real-
ized, but at this moment it is uncertain that it will be fully realized
or will be realized without a great level of pain, discomfort and in-
convenience. We must also ensure that all Americans will enjoy the
benefits that can follow the end of analog TV on February 17, 2009,
and the institution of the digital system that we look forward to.

I want to thank our witnesses again and observe that each of
them has an important role here today. We are here to help you
facilitate a successful transition, and I look forward to working
with you over the next 16 months.

Mr. Chairman, I thank you for your courtesy to me.

Mr. MARKEY. The gentleman’s time has expired.

Mr. MARKEY. The Chair recognizes the gentleman from Georgia
Mr. Deal.

OPENING STATEMENT OF HON. NATHAN DEAL, A REPRESENT-
ATIVE IN CONGRESS FROM THE STATE OF GEORGIA

Mr. DEAL. Thank you, Mr. Chairman.

I thank our witnesses for being with us today. And I would like
to raise several issues relating to the DTV transition with you.

First of all, I would like to address the FCC’s recent dual car-
riage order which deals with the broadcast carriage obligations of
cable operators after the digital transition in television. The order
requires cable to pass along the digital signal of must-carry broad-
casters in both digital and analog formats to their subscribers. Un-
fortunately it does not provide an exemption for small operators.
Rather, it allows cable systems with limited capacity to file for a
waiver to relieve them of this obligation.

I am concerned with this decision as it essentially acknowledges
the dual carriage rule will be burdensome for small cable providers
due to their unique technological limitations. It seems ill-advised
for the Commission to enact rules which force small rural cable op-
erators with limited means to go out and hire a DC lawyer simply
to navigate the FCC’s often unpredictable waiver process.

In the same vein I would like to comment on proposals at the
FCC to impose multicast must-carry requirements on cable opera-
tors. I have long advocated for less regulation and more free-mar-
ket principles in the video marketplace. I find proposals to impose
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more must-carry requirements disturbing. It is important that con-
sumer preference, not Government mandates, determine what
viewers watch. In addition, by implementing new must-carry man-
dates, the Government is creating a video market with little or no
incentive to develop or produce high-quality programming. I would
urge the Commission to avoid a path of increased regulation.

Lastly, I would like to briefly comment on the ongoing testing of
white-space devices at the FCC. I understand and agree with the
need to conduct additional testing to ensure that no interference to
broadcast or wireless microphone services, and commend the Com-
mission for its willingness to continue working on this issue. Tele-
vision’s white spaces hold a potential for great innovation, includ-
ing low-cost rural wireless broadband service and the wireless dis-
tribution of content within the home and office. For entrepreneurs,
white spaces provides nearly boundless possibilities for develop-
ment and exploration. It is important for us to build on the initial
FCC tests which prove that the concept that white-space devices
can detect and avoid both digital television and wireless micro-
phone signals, and I thank you for continuing to test those devices.

Thank you, Mr. Chairman. I look forward to hearing the Com-
missioners, and I yield back my time.

Mr. MARKEY. The gentleman’s time has expired.

Mr. MARKEY. The Chair recognizes the gentleman from Pennsyl-
vania Mr. Doyle.

OPENING STATEMENT OF HON. MIKE DOYLE, A REPRESENTA-
TIVE IN CONGRESS FROM THE COMMONWEALTH OF PENN-
SYLVANIA

Mr. DoOYLE. Thank you, Mr. Chairman.

Mr. Chairman, just a few hours ago the tiny U.K. town of
Whitehaven and the surrounding area just began its DTV transi-
tion. It is the canary in the coal mine, so to speak, and I hope that
we will be able to learn something from the switch that is happen-
ing over there today.

That said, back over here I am worried that we are not doing
enough to educate and inform consumers of the switch. Mr. Chair-
man, Procter & Gamble spent $128 million in 2004 to market the
Swiffer broom to American consumers, and GM has pledged $100
million to promote its new Malibu. But NTIA has only $5 million
to inform American consumers that they don’t need to spend too
much out of pocket to keep their TV sets working after the Govern-
ment mandates the transition to digital TV. And the FCC has a
total of $1.5 million to help talk about the transition as a whole.

Now, compare that to the city of Berlin, a city which has only
3.4 million residents. They needed to spend $1 million; or the U.K,,
which is spending over $400 million to educate their country.

Mr. Chairman, it is not that America has not had to educate our
people on this kind of a scale, but we have never done it on a shoe-
string like this. Instead America has chosen to encourage the pri-
vate sector to step up to the plate.

Because we are relying so much on the private sector to educate
and inform the American public, we have to remember that these
guys are competitors. Now, that is a good thing, but I want to
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make sure that the vigorous competition doesn’t harm the need for
clear, useful and informative messages.

Back before the turn of the 21st century, FCC Chairman William
Kennard reached across the aisle and chose then-Commissioner Mi-
chael Powell to be in charge of the FCC’s preparation for Y2K.
Now, Y2K went off without much of a blip. And, Mr. Chairman, I
hear that people are only now beginning to finish the canned goods
they socked away in their basement. I think it would be useful to
work through a Commissioner. They would be able to help the in-
dustries and the associations involved work better together.

Chairman Martin, they say making policy is like baking a cake.
I have read your testimony, and I have to say I hope the details
of your proposed consumer education order are as sweet as the
frosting looks. But we should not be distracted by unrelated and ir-
relevant policy goals. DTV should not be an excuse so that people
throw anything on the wall to see what sticks. And just like DTV
shouldn’t be a windfall for regulators, it should also not be an un-
fair windfall to retailers and manufacturers.

Now, I love my big-screen HDTV, and I am glad I have other flat
panels at home, too, but I can afford them, and I wanted the better
picture quality. But a study published by U.S. PIRG suggests that
retailers aren’t telling their staff the right information about the
transition. The transition’s first line of defense, the retail sales
clerk, often weren’t aware of affordable converter boxes coming to
the market soon, much less that there will be a coupon to com-
pensate them to keep their TV working.

Mr. Chairman, I look forward to hearing the testimony of Ms.
Fazlullah on this issue, and the other witnesses, and I yield back.

Mr. MARKEY. The gentleman’s time has expired.

The Chair recognizes the gentleman from Oregon Mr. Walden.

OPENING STATEMENT OF HON. GREG WALDEN, A REPRESENT-
ATIVE IN CONGRESS FROM THE STATE OF OREGON

Mr. WALDEN. Thank you very much, Mr. Chairman. Thanks for
having this additional hearing on the DTV transition.

I want to welcome the Secretary and the Commissioners and oth-
ers who testify today. Unfortunately I am going to have to step out,
but I will take your testimony and read it later.

Four hundred eighty-nine days from today it all happens. Mil-
lions of Americans will be affected, and our phones will ring off the
hook. As chairman of the Congressional Digital Television Caucus,
along with my colleague Rick Boucher, I am pleased that the sub-
committee is having this hearing today, and we are doing every-
thing we can as a caucus to educate our colleagues and others not
on this committee about what lies ahead. We have got to get this
right, and we have to work collaboratively to ensure a smooth tran-
sition.

I appreciate the fact that the cable industry and the broadcast
industry together are spending more than $900 million to air
English- and Spanish-language advertising on cable and broadcast
stations. I have already begun to see those ads. I think that is es-
sential to educate consumers about what lies ahead. Certainly it
will complement the $5 million that NTIA has on hand to spend
on consumer education. But clearly the bulk of the heavy lift here
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will be done by cablecasters, broadcasters and satellitecasters. The
NAB says that their efforts will reach some 98 billion audience im-
pressions over the course of the campaign, and I applaud the com-
mitment of all who are involved.

I also think it is important to recognize the Digital Television
Transition Coalition. It is a broad-based group that is comprised of
business and industry groups as well as grass-roots organizations
that share an interest in a smooth transition.

I am pleased to hear that the coupon NTIA is putting out will
actually look like a gift card. Indeed it is. And consumers are famil-
iar with gift cards, and it will make it a lot easier to use when they
go to get the converter boxes.

It is important we not take our eye off this ball. We have to care-
fully consider the feedback of our witnesses today in order that we
get a transition that is as smooth as possible, and that consumers
are both educated about what is coming toward them and have the
ability to connect appropriately so that they don’t lose contact with
the digital TV world.

Mr. Chairman, thank you again for this hearing and for the work
that you and the subcommittee are doing, and we look forward to
a smooth transition in 2009.

Mr. MARKEY. The gentleman’s time has expired.

The Chair recognizes the gentleman from Texas Mr. Gonzalez.

Mr. GONZALEZ. Waive opening.

Mr. MARKEY. The Chair recognizes the gentlelady from Califor-
nia Ms. Eshoo.

OPENING STATEMENT OF HON. ANNA G. ESHOO, A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF CALIFOR-
NIA

Ms. EsHOO. Thank you, Mr. Chairman, for holding this second
DTV hearing. It is an important one.

And welcome to the witnesses.

I think that we all know that digital transition holds great hope
for both broadcast television and wireless broadband, and the mem-
bers of this committee know it very well because it is obviously our
jurisdiction. We have worked on this for a long time. We kind of
know the language that surrounds the issue, and we drill down al-
most every time we meet on something that has something to do
with the issue.

There are, I think, important and noteworthy efforts that have
taken place in the private sector to provide guidance to customers
for the transition, but I think that we are assuming that it is pene-
trating and that it is understandable. I, for one, think that we are
falling short. The good news is I think we have time to do some-
thing about it, and I think that a very well coordinated, com-
prehensive DTV transition plan really has to be taken seriously
and implemented.

I want to tell a story of something that occurred when I was
home this weekend. I heard from a number of constituents both at
town hall meetings and when I went to Mass on Sunday. I attend
Mass at a place where the retired sisters, the Religious of the Sa-
cred Heart, live. Now, they are all Ph.D.s, former college presi-
dents, RAND, some of the most prestigious institutions of learning
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in our country. So this is not a slow group. The only thing that
might be slow is their walk now because they are retired.

Well, they had received a notice that they were not going to have
C-SPAN anymore. And I have to tell you, to be surrounded by al-
most 60 nuns after Mass waving these cards, I don’t know about
you, Mr. Chairman, or anyone else, but that is a tough audience.
So it said to me that even the message that is going out is kind
of written in someone else’s telecommunications language.

And that may seem anecdotal and a sweet story, but I think that
we need to pay attention to that. We know the language, and we
think we have a handle on how this is going to work. But that TV
set and what comes across it and what it means to fill the hours
and to inform people in our country or to entertain them, whatever
the purpose might be, is very, very important. So this transition
has to have relevancy to it. People need to know what the actual
steps are. Is it going to cost them more? Do they have to get a box?
Who do they call? Why do they have to pay more?

So I think we have a ways to go. At one time I offered an amend-
ment here with a former colleague now, Mr. Bass, that the local
PBS stations would be in charge of at least some of the education
on this to people in communities across the country. Now, I know
that about $5 million has gone to the NTIA. I think that has gone
to a PR firm. I think $5 million is a drop in the bucket. If some-
thing has been carried, I don’t watch TV all the time, in fact very
little of the time, but I have never picked up on anything, and I
am not the important one. The people that we represent are.

So I think we have a ways to go on this, and I think that Com-
missioner Adelstein has made a very important recommendation
that we have a transition task force. And it needs to be coordi-
nated, it needs to be clear, it needs to be relevant. And do you
know what? How about some simplicity to it so that people under-
stand it?

So thank you, Mr. Chairman. I look forward to the witnesses.
And don’t forget the story of the Religious and the Sacred Heart.

Mr. MARKEY. The gentlelady’s time has expired.

The Chair recognizes the ranking member of the committee, the
gentleman from Texas, Mr. Barton.

OPENING STATEMENT OF HON. JOE BARTON, A
REPRESENTATIVE IN CONGRESS FROM THE STATE OF TEXAS

Mr. BARTON. Thank you, Mr. Chairman. It is good to see our
friends here today and the first panel and then our second panel
also. It is good to have another hearing on the digital transition,
which, as we all know. Is coming next year or year after next, in
February 2009. The exact date is February 17, 2009.

For those of you that wonder where that date came from, I don’t
know that I have ever said this publicly, but Mr. Markey and Mr.
Dingell had a lot to do with it. I wanted a shorter date, and they
pointed out that we probably need to get the presidential election
out of the way and the Super Bowl and that that would be a good
day. So for those of you that wonder how legislation is done, this
was a bipartisan negotiation where Mr. Dingell and Mr. Markey
convinced myself and Mr. Upton that that was a good date. And
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I am happy to say that in all of these hearings that we have had
and the public comments, that date has held.

Our manufacturers are moving to have the set-top converter
boxes and the TVs with the digital receivers in them, and the pri-
vate sector is gearing up to do the public outreach, which we are
going to hear more about today. And our friends in the Government
that have to implement the program are moving ahead with their
program.

So we think we have enough money. We set aside $1 billion to
go to the first responders for their interoperable communications
equipment after the auction is held in January 2008. We also set
aside up to $1.5 billion for the converter box program. And those
converter boxes are beginning to be manufactured as we speak.

Mr. Upton and myself sent a letter to Chairman Martin not too
long ago asking him for his comments about how many people
might have to use those converter boxes. He replied recently in a
letter that the FCC predicts only about 13 percent of the television
sets in America on that date will actually be rabbit ears or anten-
nas and need some sort of a box. We all know that the market is
changing and that there is every reason to believe that by the time
that date gets here, that that number will be even less.

There is also some question about how many people will actually
feel like they want to use the coupon. Again, just as a personal
aside, Mr. Markey and myself, I should say Chairman Markey, I
have got to call him Chairman Markey now that he is sitting there
with the gavel, we did a contest to see who had the most obsolete
TVs, and I thought I won with 13 TVs in various domiciles here
and in Texas. But Mr. Markey won the contest for the most obso-
lete TV. He claims he has a little old black and white portable that
he shaves by. So we will get a converter box for that for him and
put a gold label on it, the first one issued or something, so that it
gets converted.

We are very happy that the private sector is beginning their pub-
lic outreach program. We don’t have a witness from the National
Association of Broadcasters here today, but they said earlier this
week that they are going to spend up to $700 million in public edu-
cation to show their viewers if they need to be prepared for the dig-
ital transition.

Mr. Chairman, I have got quite a bit of boring commentary in my
written statement that I will put into the formal record, but let me
end up by saying that if we need to do more legislatively, Mr.
Upton, Mr. Hastert and myself have introduced H.R. 608, the Digi-
tal Television Consumer Education Act of 2007. We had a number
of consumer education provisions in the House bill when this be-
came law in the Deficit Reduction Act, but because of the Byrd
rule, those are considered nongermane in the Senate and were
stripped out on a technicality. So at some point this year if we need
to do more legislatively, I would recommend to the committee and
the subcommittee that H.R. 608 would be a good place to start.

With that, Mr. Chairman, thank you for the hearing, and I yield
back my time.

Mr. MARKEY. I thank the gentleman very much.

My little screen is about 6 inches wide and about 25 years old,
and it has just been looking at me at my eye level.
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Mr. BARTON. Does it still work?

Mr. MARKEY. Oh, yes, as I shave in the morning. Unfortunately,
the converter box is probably going to be three times as big as this
little TV, so it is going to become a logistical problem.

Mr. UpTON. Make sure you don’t plug it in next to the sink. You
might get a little shock.

Mr. MARKEY. We do need warnings not only for nuns, but for
Congressmen as well. It is really going to be a tricky transition.

The Chair recognizes the gentlelady from California Ms. Solis.

OPENING STATEMENT OF HON. HILDA L. SOLIS, A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF CALIFOR-
NIA

Ms. SoLis. Thank you, Mr. Chairman.

I would like to thank our ranking member and also the witnesses
and panel that are going to be speaking here today.

We only have 75 more days before we actually implement this
program. That is not a long time. So I know that we have a lot to
cover during our session here, and I hope to hear some innovative
ideas of how we can fast-forward the information that is going to
be so sorely needed in many of our communities.

And one example I would like to point out is recently Univision,
one of the largest Spanish-language networks, actually rolled out
PSAs and is also promoting radio ads and a 1-800 number oper-
ated with the FCC and NTIA for Spanish-speaking consumers.
That is a good start. I would hope that other major Spanish-lan-
guage networks, as well as Asia networks, will also contact you and
we have that rollout happening as soon as possible.

I want to applaud also the cable industry and the broadcasters
also for stepping up to the plate and putting in funding to also pro-
vide for PSAs and outreach. But one thing I am still concerned
about is the fact that there is still so many people that don’t know
about this change that is going to be occurring, and the fact that
so many of them are in communities of color, low-income, disadvan-
taged, elderly. In my case in my district, this is the situation where
we still have rabbit ears that dominate many of the households in
East Los Angeles and the San Gabriel Valley.

So I am looking for leadership, and I am hoping that the FCC
will take that leadership on and will help to provide clarity so that
everyone is on board, and we really, clearly understand what it is
that we are doing. And I raise that issue because in a commentary
that I sent to the FCC, I asked for clarification on just language
usage in terms of how you talk about a converter box, and we
found that there were several different translations, and some that
I wasn’t aware of that, to be honest, are not words that are easily
understood by many. And I think someone who went to college un-
derstands a little bit better than, say, maybe a grandmother who
only has maybe a sixth-grade education.

So I think there has to be clarity. I think there have to be stand-
ards at some point. And I think that the stakeholders have to be
brought in and told and somehow directed as to what it is we are
going to be doing.

So I would ask the FCC to please become more engaged in this
effort and provide the kind of leadership that is so sorely needed.
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We talk about converter boxes. There are different words you can
use in Spanish to explain what that is. It is very confusing. And
I know you stepped in and helped to weigh in and clarify that, but
I think that is just one little instance. There is going to be more
of that happening. And I would just hope that we could work to-
gether to see how we can provide that clarification.

So I look forward to hearing your testimony and also working
with you and also other stakeholders in this process.

Thank you. I yield back.

Mr. MARKEY. The gentlelady’s time is expired.

The Chair recognizes the gentleman from New Jersey Mr. Fer-
guson.

OPENING STATEMENT OF HON. MIKE FERGUSON, A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF NEW JER-
SEY

Mr. FERGUSON. Thank you, Mr. Chairman. I thank you and Mr.
Upton for holding another hearing on the status of the DTV transi-
tion with less than a year and a half to go. This subcommittee can
play a key oversight role, and it is in both the Government’s and
the industry’s interest that the DTV transition proceed smoothly
and efficiently and that no viewers are left behind.

To that end I want to commend the industry’s timely efforts.
Both the broadcasters and cable have stepped up to the plate, pre-
senting comprehensive and multifaceted DTV education campaigns
that aim to ensure that all Americans, whether they subscribe to
cable or receive over-the-air signals, will be educated to help make
a seamless transition to digital programming.

We in Government have an important role to play as well, from
Congress to the NTIA to the FCC. We have to all work together
to make sure that the transition is a success. And while we wait
with interest for the FCC to rule on the DTV consumer education
initiative, I urge this subcommittee to move the Digital Television
Consumer Education Act, which will provide the Commission with
additional authority to expand their capabilities for education and
outreach.

In the meantime, as the Commission proceeds with their order,
I also want to strongly urge that it stay focused on educating our
constituents and making the DTV transition a success, and to re-
frain from pursuing anticompetitive policymaking. We heard Mr.
Doyle before talk about throwing a lot of things at the wall and to
see what sticks. I would say we have to keep that in mind specifi-
cally when I refer to the continuing discussion at the FCC of
multicast must-carry. I sincerely hope that the FCC does not allow
itself to get sidetracked by a proposal that is not only unnecessary,
but it is anti-free market, and, frankly, it is constitutionally sus-
pect. The Commission already adopted a dual carriage requirement
in September. Adding a multicast must-carry obligation to that at
this critical point in time is an unwarranted distraction and could
even be viewed as irresponsible. I strongly urge the Commission to
continue its cooperation with NTIA and their good work in educat-
ing the American public and to focus on a successful transition
rather than needless Government mandates and regulation.
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I want to thank you again, Chairman Markey and Mr. Upton, for
holding this hearing. I thank our witnesses for attending. I look
forward to hearing from them and getting their perspectives and
updates on the status of the DTV transition, because this is some-
thing all of us clearly want to and need to get right.

Thank you, Mr. Chairman. I yield back.

Mr. MARKEY. The gentleman’s time is expired.

The Chair recognizes the gentleman from Texas Mr. Green.

OPENING STATEMENT OF HON. GENE GREEN, A
REPRESENTATIVE IN CONGRESS FROM THE STATE OF TEXAS

Mr. GREEN. Thank you, Mr. Chairman. And I would like to
thank you for holding this hearing on the digital transition.

I welcome our witnesses and look forward to their testimony.

As we approach a start date for the converter box coupon appli-
cation and distribution, it is important we bring in all involved par-
ties to assess the situation and address the shortcomings that
might occur anywhere in the process. It seems the transition is
coming down to the tracks like a train at a full speed, and prepara-
tions are not keeping pace, especially education outreach efforts. I
am very concerned that there have been no coordinated campaign
to educate people first and foremost that the transition is coming,
much less why they need a converter box, or that coupon program
exists and they may start applying in January.

I have seen a few commercials on the transition, but they have
not been very clear and straightforward. If someone is not familiar
with the transition, I doubt the commercials I have seen will give
them any indication of what is going to happen. The toll-free num-
ber set for the converter box program, the 800-DTV-2009, provides
only limited recorded information. It doesn’t offer an opportunity to
speak to an operator about the transition.

The Government’s consumer education efforts would greatly im-
prove by adding a national DTV call center and hotline where con-
sumers could call in and ask questions of live staff who speak mul-
tiple languages and can help the elderly and people with disabil-
ities. It appears that a lot of the outreach and education efforts are
Internet-based. This is not going to affect inventory in vulnerable
populations, such as the elderly and non-English-speaking house-
holds that typically rely heavily on the over-air reception and ac-
cess to the Internet at low percentages than any other population.
I understand there is going to be efforts to work with groups like
AARP, the VA and other organizations that represent potentially
vulnerable populations. But we are only 2-1/2 months away from
the date applications for converter boxes can be submitted. This
process seems to be moving much slower than it should.

Monday’s commitment by the National Association of Broad-
casters to spend $700 million on DTV education and advertising is
a promising sign that broadcasters nationwide are committed to en-
suring there is a successful transition. And the cable’s industry
commitment of the $200 million in advertising is promising as well.
I hope to see similar by all involved parties.

The second issue I am extremely concerned about is retailers tak-
ing advantage of customers when they bring in their coupons for
converter boxes. The FCC did a commendable job enforcing the
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analog labeling requirements by issuing 262 citations to retailers
who were not in compliance with the labeling order. I hope a simi-
lar proactive approach is taken with regards to consumers going
into stores with coupons to pick up their boxes. It would be easy
for a retailer employee to take advantage of a consumer who did
not know the specifics of the converter box program or what other
viewing options are. With the Consumer and Governmental Affairs
Bureau and several FCC field offices across the country, I think it
should seriously consider sending employees to stores to determine
that these types of deceptive practices are going on.

I am also aware of the DTV education notice of proposed rule-
making and hope you are able to move forward with that order
quickly, especially with the language requiring employee training
by participating retailers. Again, I want to thank our witnesses in
having visited a few retail outlets over the last 6 months. Earlier
this year there was no information at all, but within the last month
there is more information in a lot of the big-box retailers. At least
there is information of that source so they don’t end up buying an
analog TV that was available, and, frankly, it was available last
February and March, and now we are seeing that changed. But
hopefully those folks who bought that analog TV and got a good
deal on it understand that they are still going to have to have a
converter box.

With that, I yield back my time.

Mr. MARKEY. The gentleman’s time has expired.

The Chair recognizes the gentleman from Illinois Mr. Shimkus.

Mr. SHIMKUS. Mr. Chairman, I will waive. And I think Mr. Terry
was before me anyway.

Mr. MARKEY. The Chair recognizes the gentleman from Nebraska
Mr. Terry.

OPENING STATEMENT OF HON. LEE TERRY, A REPRESENTA-
TIVE IN CONGRESS FROM THE STATE OF NEBRASKA

Mr. TERRY. Thank you.

Just to start off, I do think this is an important hearing, and we
have had a series of hearings on the digital TV transition. And I
think the folks in front of us in the audience can understand that
we are nervous about the transition and how it is going to roll out
because it has the potential, as one of my colleagues said, to really
make our phones ring.

Now, I have had a series of meetings with FCC officials on this
subject, NAB, our local TV stations in Omaha, and I feel fairly
comfortable where we are at. As Greg Walden said, we are 400 and
some days, a year and 4 or 5 months out. So on the timing issue
of how and when we press it, I think is something worthy of discus-
sion, because if you do it too early, you are going to create—I don’t
want to say a panic, that would be an exaggeration, but a concern
too early. You want to do it at the right time where people can ac-
tually go out and get their boxes, get the coupons. You need to do
it a little bit in advance. But if you are going to do it a year and
5 months early before coupons even come out, then I think you
have mistimed the communications.

And in regard to the discussions about how much money is being
put up at the Federal level, again, I am not so concerned about
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that, because when I meet with the local officials, I am pretty im-
pressed that each one of the TV stations in my district have a plan.
And it is fairly aggressive in doing PSAs. And when I asked what
programs; yes, they are going to run it, the Matlock rerun in the
afternoon. They aren’t just going to run these at 2:00 a.m. They
want to make sure that their viewers have the information nec-
essary; that if they rely on over-the-air TV, that they will get their
set-top box and not miss a day.

They have also agreed, and I don’t know if this is just unique to
Nebraska, but they are working with the United Way to make sure
that they communicate with the various groups, whether it is the
disabled community, deaf community, senior population, minority
population, whatever. We are working, our TV stations are work-
ing, with United Way and the Office on Aging and other groups to
make sure that the message gets out. So I see a pretty good plan
out there. And I think the issue is not just about money, but about
the effort.

And I yield back.

Mr. MARKEY. The gentleman’s time is expired.

The Chair recognizes the gentleman from Washington State Mr.
Inslee.

OPENING STATEMENT OF HON. JAY INSLEE, A REPRESENTA-
TIVE IN CONGRESS FROM THE STATE OF WASHINGTON

Mr. INSLEE. Thank you. I would like to address, we had some
previous discussion about white spaces. I just was reading an arti-
cle today I thought was kind of interesting in one of the Hill docu-
ments here, pointing out there has been some discussion about in-
terference. And it was pointing out that Dell, HP and Philips are
major retailers of high-definition sets, which would mean if there
was going to be interference from white spaces, that they would be
undercutting their own business model, if you will. And I thought
it was an interesting comment, because I think it indicates at least
three major players whose business model would be damaged if
there was interference want to see movement forward to continue
testing and continue to develop our white spaces solution. And I
hope that would be the direction that we move.

There also has been a suggestion that that become auctioned and
that we allow folks to camp on spectrum. And I don’t think that
that is the most useful use of this spectrum. I hope that we are
moving forward with continued testing in this regard to maximize
use of this. I keep talking to folks who are ready at the gate to
start access to these new technologies. I hope we are moving in
that direction and look forward to discussion of that today. Thank
you.

Mr. MARKEY. The gentleman’s time has expired.

The Chair recognizes the gentleman from Florida Mr. Stearns.

OPENING STATEMENT OF HON. CLIFF STEARNS, A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF FLORIDA

Mr. STEARNS. Thank you, Mr. Chairman and Chairman Martin.
I appreciate your forbearance here as we go through these opening
statements. I think we are in pretty good shape here.



183

Mr. Terry mentioned that he feels pretty confident about where
we are at, and I sort of feel pretty confident myself, especially be-
cause the consumer electronic industry. Now, these are the ones
that are going to be actually selling the boxes. Now they predict
demand for subsidized boxes will be closer to 8 million, and I think
the FCC estimates over-the-air cable and satellite homes and
broadcasters, estimates of interest, there should be a demand for
22 million subsidized converter boxes. So we have quite a discrep-
ancy between the 22 million and the 8 million. And according to
recent reports, fewer consumers will be using these analog tele-
vision sets with over-the-air antennas by February 17, 2009. So
perhaps fewer still will need the subsidy.

As Mr. Barton mentioned, the Nielsen estimates that only 13
percent of TV households, representing about 14 million homes,
will rely exclusively on over-the-air antennas on January 1, 2008.
So I think that is all good news. Furthermore, under the FCC
rules, all television receivers manufactured since March 1, 2007,
must be able to receive digital signals over the air.

So the combination of the new predictions, the combination of the
FCC rules that are stated, I think when this actually occurs, there
will be fewer consumers in need of this analog box because there
will be less analog TV signals. And so I think that is all good news.

Not to mention that the National Association of Broadcasters has
a great amount of, shall we say, something at stake here. They re-
cently announced a $700 million PSA campaign for the DTV transi-
tion. This effort will encompass a broadcast network and 95 TV
broadcasting companies and include TV spots, educational pro-
grams and banners on TV Web sites.

In addition, my colleagues, last month the cable industry an-
nounced it was launching a $200 million English- and Spanish-lan-
guage TV advertising campaign that will run until February 2009.
Spanish-language broadcaster Univision has begun airing 30-sec-
ond PSAs explaining the DTV transition on its TV network, local
TV stations, radio stations and online sites.

So, my colleagues, these examples demonstrate that market and
nongovernment solutions to the DTV transition exist, they are
working. The estimates are showing that it is coming down from
the discussions we have had over a year ago. And I think that is
all good news. But, as Mr. Barton, the chairman, talked about, if
the Democrats want, they could move H.R. 608, the bill that he and
Mr. Upton and Mr. Hastert introduced to replace consumer edu-
cation requirements that were stripped from the original legislation
by Senator Byrd in the Byrd rule. So we have a fallback. It is time
to move on. The 24 MHz and 1 billion for public safety is too impor-
tant to be squabbling about. So I think we have good news in the
offing with the combination of the National Association of Broad-
casters, these new estimates that are coming in, and the FCC’s rul-
ing, and I look forward to their testimony.

Thank you, Mr. Chairman.

Mr. MARKEY. The gentleman’s time is expired.

The Chair recognizes the gentleman from Michigan Mr. Stupak.
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OPENING STATEMENT OF HON. BART STUPAK, A REPRESENT-
ATIVE IN CONGRESS FROM THE STATE OF MICHIGAN

Mr. STUPAK. Thank you, Mr. Chairman, and thank you for hold-
ing this hearing on the status of digital transition television or dig-
ital television transition. It is important that we stay on top of this
issue as we are just 16 months away from the hard date deadline
for the transition from analog to digital across America.

More than 14 million households in the United States are com-
pletely dependent on free, over-the-air television. An estimated 41
percent of these households do not have the access or economic re-
sources to switch to cable or satellite. Sixteen months is a very
short time to handle such a significant transition. By relying so
heavily on individual private interest to carry out the public service
of consumer education, I believe we risk confusing Americans with-
out uniformity in how the transition message is delivered.

Consumer education is only part of the problem. Once they are
properly notified, how will consumers in rural areas receive these
converter boxes? Unlike Mr. Green, we don’t have these big box
stores that he speaks of. Rural communities like the district I rep-
resent cover a lot of territory, are sparsely populated, and are dis-
proportionately dependent on analog transmission. If the experi-
ence of broadband deployment is any indicator, corporations driven
by profit will not take into account the needs and challenges of
rural consumers.

Despite my concerns, I also realize that transition from analog
to digital television holds tremendous promise if properly imple-
mented. By freeing up the spectrum, hopefully rural America can
begin receiving broadband where none exists thanks to new wire-
less technologies. Entry into the market will be less cost-prohibi-
tive, and we can begin closing the digital divide. In addition, first
responders will be able to move into the newly unoccupied spec-
trum, which they will use to work towards interoperability. How-
ever, the equipment for this transmission is expensive, with costs
estimated to be over $20 billion. But once completed, it will make
our Nation safer.

I have introduced H.R. 3116, the Public Safety Interoperability
Implementation Act, which would create a trust fund for public
safety agencies from the spectrum auction proceeds. Public safety
is far too important and for far too long have been shortchanged.
And so with the spectrum, but without proper equipment and in-
frastructure, there really is no value to law enforcement. I look for-
ward to working with the Chairman in advancing my legislation.

Mr. Chairman, thank you for holding today’s hearing. I look for-
ward to the testimony of our witnesses. I know many of us will be
jumping back and forth because the FISA bill is on the floor today.
I look forward to participating in this hearing as much as possible.
Thank you, Mr. Chairman.

Mr. MARKEY. The gentleman’s time has expired.

We also have with us the gentlelady from Tennessee Mrs.
Blackburn, who has joined us, although she is not a member of the
subcommittee. Would you like to make an opening statement?

Mrs. BLACKBURN. Mr. Chairman, I will waive.

Mr. MARKEY. Then the gentlelady will waive her opening state-
ment.
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But I see arriving is the gentleman from Illinois Mr. Rush. And
I would inquire as to whether or not he would like to make an
opening statement at this time.

Mr. RusH. Mr. Chairman, I will waive.

Mr. MARKEY. The gentleman from Illinois will waive as well.

Any additional statements for the record will be accepted at this
time.

[The prepared statements follow:]

PREPARED STATEMENT OF HON. EDOLPHUS TOWNS, A REPRESENTATIVE IN CONGRESS
FROM THE STATE OF NEW YORK

Thank you, Chairman Markey and Ranking Member Upton. I am very pleased
that the subcommittee is holding this hearing. These oversight hearings allow us
to keep the pressure on and make sure the DTV transition is handled smoothly be-
cause the benefits of transitioning are enormous, opening up desperately needed
spectrum for first responders. I believe my constituents will support this transition
if they are properly educated on how to keep their TV signal, if they feel they are
treated fairly, if they know their Government is behind them, and they know why
it’s important. I look forward to hearing from our witnesses on how they plan to
handle the operations and contractors carrying this complicated effort out and on
what other ways government or industry can take to prepare us.

I would like to welcome all of our witnesses today and congratulate them on their
commitment to public service. I also want to make certain they know that this tran-
sition is a time in their careers when they can really shine. A smooth transition
would be a crowning achievement that they could hang their hat on all their lives.
Government agencies, industry, and public interest groups should work hand in
hand so that they all have the right information they need to target the populations
that are most vulnerable. I am particularly concerned with making sure seniors
have the help they need to make the transition.

I am pleased to learn of the efforts of local broadcasters and cable companies to
begin educating millions of American television viewers on the transition to digital
television. They play an important role in providing my community with timely
news and information and it is imperative that viewers not lose access to such a
critical service.

Thank you, and I yield back the balance of my time.

PREPARED STATEMENT OF THE HON. LO1S CAPPS, A REPRESENTATIVE IN CONGRESS
FROM THE STATE OF CALIFORNIA

Mr. Chairman, thank you for holding this important hearing and for keeping our
subcommittee focused on the continued oversight of the digital television transition.

All of us on the subcommittee are fully aware of what will take place on February
17, 2009—but unfortunately our constituents are not.

For those constituents who hear of the transition and attempt to make inquiries,
the answers they receive can leave them even more confused.

That said, for the purposes of this hearing I would like to focus on the need for
a comprehensive DTV transition strategy, the need for accountability, and the need
to promptly address the concerns of the deaf and hard of hearing.

As GAO has reported, the lack of a comprehensive plan—or planning body—to
oversee and implement various facets of the transition leaves our most vulnerable
consumers at risk.

Over 20 million households will need to purchase at least one converter box, and
yet if a consumer walked into a retailer today with questions about the conversion
they would likely be given misinformation.

Where is the comprehensive plan to educate our consumers? Or to provide appro-
priate accountability mechanisms so that consumers are protected from misinforma-
tion and any potential glitches in the transition?

Lastly, I want to be sure that we do all that we can to ensure that populations
with hearing and vision impairments are not left behind in this transition. To this
end, I look forward to the testimony of Mr. Stout and to hearing his recommenda-
tions in this area.

Thank you again, Chairman Markey, for holding this hearing.
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Mr. MARKEY. Let us turn to our very, very distinguished panel.
First of all, I would like to apologize to you for the number of Mem-
bers who have arrived, kind of in historic numbers, to make open-
ing statements before the beginning of a hearing. You are wonder-
ing what is going on, I am sure, and it is very simple. “congres-
sional expert” is an oxymoron. It is a contradiction in terms, like
Salt Lake City night life. I mean, there is no such thing as a con-
gressional expert compared to real experts.

However, on this one subject, a relationship between television
sets and their constituents, Members of Congress are experts. This
is one thing we all understand in our bones. And every Member
wants each of you to understand how deeply we are immersed in
ensuring that this digital television transition does not affect our
constituents in a way that is adverse. And so we apologize to you,
but that is something that you should understand in terms of how
this panel, I think every Congressperson, will view this issue.

So we will begin with John Kneuer, who is the Assistant Sec-
retary for Communications and Information at the National Tele-
communications and Information Administration from the United
States Department of Commerce. We welcome you back, Mr.
Kneuer. Whenever you are ready, please begin.

STATEMENT OF JOHN M.R. KNEUER, ASSISTANT SECRETARY,
COMMUNICATIONS AND INFORMATION, NATIONAL TELE-
COMMUNICATIONS AND INFORMATION ADMINISTRATION,
U.S. DEPARTMENT OF COMMERCE

Mr. KNEUER. Thank you, Chairman Markey and Ranking Mem-
ber Upton, members of the committee, for the opportunity to ap-
pear again before this committee.

I am pleased to report that NTIA is making great strides in ac-
complishing the task Congress laid out in the Digital Television
Transition and Public Safety Act of 2005. As you know, the DTV
Act required NTIA to establish and implement a program allowing
eligible U.S. households to obtain up to two $40 coupons to be ap-
plied towards the purchase of digital-to-analog converter boxes.
Now, when I last testified before this committee, NTIA’s converter
box program was in its earliest stages, and members of this com-
mittee appropriately asked important questions about how the pro-
gram would ultimately unfold. Specifically members wanted to
know who would be responsible for issuing coupons to consumers.
Would manufacturers produce boxes to meet consumer demand?
Would enough retailers participate in the program so that boxes
would be widely available? And, most significantly, how could we
possibly educate the American public with the $5 million made
available for consumer outreach under the statute?

Today I am pleased to report that NTIA, in coordination with
other Government agencies, and in collaboration with a broad
array of market participants, service organizations and consumer
advocacy groups, has made enormous strides to ensure that the
converter box program is run effectively, that consumers will have
widespread access to coupon-eligible converter boxes, that the tele-
vision viewing public is well informed about the transition, and
that those members of our society with special needs could access
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the assistance they need to continue to have access to over-the-air
television after the transition.

On August 15, NTIA awarded a contract to IBM to manage three
broad functional aspects of our coupon program—systems process-
ing, financial processing and consumer education and communica-
tions. Under the contract, IBM is leading a team of partners that
includes Corporate Lodging Consultants, which is responsible for
retailer management, coupon distribution, coupon redemption and
payment; Epiq Systems, which is handling coupon distribution and
consumer support; and Ketchum, Inc., a global public relations firm
that is leading the consumer education program. Each of these
companies has extensive experience in each of the functional areas
and has successfully implemented large and complex national pro-
grams.

NTIA is on schedule to meet its obligations under the act, and
beginning January 1, 2008 and continuing through March 31, 2009,
consumers will be able to request two $40 coupons per household
to purchase an approved DTV converter box.

We have also adopted rules to provide guidance to converter box
manufacturers regarding the submission of test results and sample
equipment for evaluation and certification. Pursuant to our regula-
tions, certified converter boxes will possess performance features
based on industry-accepted DTV standards as well as on FCC re-
quirements for other television products.

The regulations required, for example, to NTIA-certified con-
verter boxes comply with the FCC’s parental control or V-Chip
rule, emergency alert system rules, and closed-captioning require-
ments for converters. NTIA has certified Digital-to-Analog Con-
verter Box models from multiple manufacturers, and equipment
from other vendors is currently being evaluated and tested.

I am pleased with the number of manufacturers that have filed
notices of intent and test submissions. I suspect more boxes will be
certified over the weeks leading up to the transition, and a list of
certified converter boxes, including make and model numbers, will
be distributed with consumers with their coupons. We have also
worked diligently with retailers to assure that consumers will be
able to easily obtain converter boxes during the transition period.

NTIA is actively working to make the program accessible and at-
tractive to a full range of retailers in order to gain participation not
only from large chains but from regional outlets and small, inde-
pendent local stores as well. This month alone, we will send out ap-
proximately 25,000 mailings to smaller retailers so they can be
made aware of the program and they can have information on how
they can participate.

At our public meeting and Expo on September 25th, Radio
Shack, with 4,400 company-owned stores and 1,600 franchisees, an-
nounced they intend to participate in the program. In addition to
stocking converter boxes, Radio Shack will train its sales associates
on the coupon program, as well as engage in consumer education
efforts both in the stores and on its Web sites. I expect other retail-
ers will follow that lead.

With regard to consumer education and outreach, to maximize
the value of our $5 million in consumer education funds, NTIA has
been working through partnerships to leverage support from a di-
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verse range of stakeholders. In particular, the industries most di-
rectly affected by the transition—the broadcast, cable and con-
sumer electronics industries—are actively informing their viewers,
subscribers, and customers about the February 17, 2009 transition
date and the variety of options that consumers have to respond to
it.

Last month, the National Cable and Telecommunications Asso-
ciation announced a $200 million campaign to raise consumer
awareness. On Monday, the National Association of Broadcasters
launched its marketing campaign, valued at nearly $700 million,
which was intended to generate 98 billion discrete impressions
with consumers. The Consumer Electronics Association is running
radio spots and has developed consumer-friendly tools, including a
video that helps consumers understand their options.

In addition to the broad public education campaign, NTIA recog-
nizes that certain segments of society are more directly impacted
by the DTV transition and may be least equipped to manage it on
their own. Accordingly, we have identified five target groups for
particular consumer education efforts: seniors, the economically
disadvantaged, rural residents, people with disabilities, and minori-
ties. These groups depend on over-the-air television to a greater ex-
tent than does the general population, and NTIA will carefully de-
sign and market-test its consumer education materials to ensure
the materials are accessible to and can be easily understood by
these target communities.

In addition, we are working in partnership with trusted inter-
mediaries for these groups in order to get the word out and to pro-
vide help in obtaining and in installing converter boxes. By educat-
ing those groups and service organizations that already reach and
assist these targeted communities, we will maximize available re-
sources to ensure that DTV transition assistance gets to those who
need it most.

Working together in a broad public-private partnership, includ-
ing NTIA, the FCC, more than a dozen Federal Government de-
partments and agencies, market participants, and literally hun-
dreds of nonprofit and service organizations, I am confident that
we as a nation will conclude this transition smoothly, that consum-
ers will be well-informed, and that financial and other assistance
will be available to those who need it.

Thank you, and I will look forward to your questions.

[The prepared statement of Mr. Kneuer follows:]
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Mr. Chairman and Members of the Committee, thank you for this opportunity to testify
before you today. Iam pleased to report that the National Telecommunications and
Information Administration (NTIA) is making great strides in accomplishing the tasks
laid out by Congress in the Digital Television Transition and Public Safety Act of 2005
(“DTV Act” or “Act”). The Digital-to-Analog Converter Box Coupon Program has been
established, consumer education efforts are increasing daily, and our collaboration with
public and private sector organizations is expanding to ensure that all Americans will be

prepared for the digital transition.

NTIA Continues to Make Significant Progress in Fulfilling the Requirements of the
DTV Act

As you know, the DTV Act required NTIA to establish and implement a program
allowing eligible U.S. households to obtain up to two coupons of $40 each to be applied
toward the purchase of digital-to-analog converter boxes that will convert digital

broadcast signals for display on analog television sets. NTIA is on schedule to meet its
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obligations under the Act. Beginning January 1, 2008, and continuing through March 31,
2009, consumers will be able to request up to two $40 coupons per household to purchase

an approved DTV converter box.

The application process will be simple and straightforward, and will respect individual
privacy. The coupon application asks for only the information necessary to fulfill the
request, i.e., the requestor’s name, address, and the number of coupons requested. The
only other question NTIA will ask is whether the household receives an over-the-air
signal or subscribes to a pay service. Applications will be widely available. Consumers
can request them online, over the phone, via fax, or through the mail. In addition,
participating librartes will stock the applications, and library employees will help patrons

fill them out.

While much work rémains to be done, NTIA has nevertheless made great strides
toward ensuring the success of the Coupon Program and with it, the success of the
DTV transition. As detailed more fully below, we have awarded and are currently
implementing a major contract for Coupon Program operational support. We
have also built the infrastructure to ensure that technically-reliable, coupon-
eligible converter boxes are available to consumers when coupon issuance begins.
NTIA is also working in collaboration with our partners in the public and private
sectors, and we have made great progress in planning and beginning to implement
the campaign to educate consumers about the DTV transition and the Coupon

Program.
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A Strong Foundation for Program Support has been Established

To procure the expert assistance needed to administer the diverse operational elements
associated with the Act’s requirements, on August 15™ NTIA awarded a contract to IBM
to manage three broad, functional aspects of the Coupon Program: (1) systems
processing (e.g., determining consumer eligibility, distributing and activating coupons,
certifying retailers, and providing training materials); (2) financial processing (e.g.,
administering the processes to authorize coupons for redemption and ensure payment to
retailers, and performing independent auditing); and (3) consumer education and
communications. Under the contract, IBM is leading a team of partners that includes
Corporate Lodging Consultants, which is responsible for retailer management, coupon
redemption and payment; Epiq Systems, which is handling coupon distribution and
consumer support; and Ketchum, Inc., a global public relations firm that is leading the
consumer education program. Each of these companies has extensive experience in its

functional areas and has successfully implemented large and complex national programs.

The contract is performance-based. NTIA has specified Program requirements while
allowing IBM to determine how best to achieve those outcomes. Payments are tied to
IBM’s satisfactory accomplishment of certain milestones. NTIA is working in close
coordination with IBM’s team to ensure that Program goals are met in a timely manner
and according to agreed upon quality standards. The total contract amount is

$119,986,468, which includes $84,990,343 for the initial phase and $34,978,125 for a
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contingent phase provided for in the DTV Act.

NTIA and IBM are working diligently to ensure that the Program is operational and ready
to accept consumers’ applications for coupons on January 1, 2008. In addition, as
discussed below, we are also working closely with broadcasters, consumer electronics
manufacturers, retailers, and the Federal Communications Commission (“FCC” or
“Commission”) to ensure that consumers will have access to reliable converter boxes

when coupons become available.

The Framework to Ensure Availability of Converter Boxes is in Place

Testing and Certification

NTIA has adopted rules to provide guidance to converter box manufacturers regarding
the submission of test resuits and sample equipment for evaluation and certification.
Those rules require manufacturers to provide notice of their intention to provide
converter boxes for review and certification. Upon receipt of such a notice, NTIA
accepts test results from each manufacturer to evaluate whether the manufacturer’s

testing meets NTIA’s specifications.

Pursuant to a Memorandum of Understanding between the agencies, the FCC is
providing testing services to evaluate the converter boxes prior to their certification by

NTIA. Once NTIA has determined that a manufacturer’s own testing meets our
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specifications, the manufacturer submits a sample converter unit for independent testing
by the FCC laboratory, which assesses the equipment against all twenty-four of the
specifications in NTIA’s Final Rule. This process is modeled on the recommendations of
consumer electronics manufacturers along with broadcasters who want to make sure

viewers have reliable television service using converters.

NTIA last month certified two digital-to-analog converter box models to be manufactured
by Digital Stream Technology, Inc., and equipment from other vendors is presently being
evaluated. Iam pleased with the number of manufacturers that have filed Notices of
Intent and test submissions, and I expect more boxes will be certified over the weeks
leading up to the transition. A list of certified converter boxes, including make and
model numbers, will be maintained by NTIA and will be distributed to participating

retailers and available to consumers.

Pursuant to NTIA’s regulations, certified converter boxes will possess performance
features based on industry-accepted DTV standards as well as some of the FCC
requirements for television products. The regulations require, for example, that NTIA-
certified converters comply with the FCC’s parental control or V-Chip rule, emergency
alert system rule, and closed-captioning requirements for converters. NTIA’s rules for
the Program also permit (but do not require) converter boxes to include certain features
that might improve converter performance in certain conditions or for certain segments of
the audience (e.g., a “smart antenna” port to enable consumers to connect an

electronically tuned antenna for better reception; “pass through™ of the analog signals that
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television translator stations will continue to broadcast in rural areas; and inclusion of a
patented BTSC audio feature that enhances audio and supports new services such as
video description). Software downloads and compliance with ENERGY STAR standards

are also encouraged as permitted features.

Retailers

NTIA has also worked diligently with retailers to ensure that consumers will be able to
easily obtain converter boxes during the transition period. At our Public Meeting and
Expo on September 25" RadioShack — with 4,400 company-owned stores and 1,600
franchisees — announced that it intends to participate in the Coupon Program and that it
will likely be ready to serve consumers on January 1%. In addition to stocking the
converter boxes, RadioShack will train its sales associates on the transition and the
Coupon Program, as well as engage in consumer education efforts both in stores and on
its websites. As with manufacturers, I expect other retailers to follow RadioShack’s lead

and sign up to participate in the Coupon Program.

NTIA is actively working to make the Program accessible and attractive to a full range of
retailers in order to gain participation not only from large chains, but from regional
outlets and small, independent local stores as well. The Coupon Program will offer a
choice of six different coupon redemption alternatives that will enable even the smallest
retailers to participate. The options allow authorization and redemption to take place

through existing credit card systems, online, or by phone. While some retailers have
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indicated that they would not be able to modify their sales systems or change inventory
until after the end of the holiday season in mid-January, with the announcement by
RadioShack, I am hopeful that other retailers will also find it in their interests to join the

Program now, order inventory, and be ready to serve customers in early 2008.

Certifying retailers is an important step in preventing waste, fraud, and abuse in the
Program. Accordingly, NTIA’s contract with IBM requires IBM to monitor retailer
involvement in order to minimize waste, fraud, and abuse. IBM will provide NTIA with
timely information about coupon distribution, redemption, and retailer payment activities
to be able to detect anomalous consumer or retailer behavior and other “red flags” in the

operations.

Consumer Education Initiatives Are Well Underway with Strong Support from Public
and Private Sector Partners

General Education Efforts

As I'have said before, the success of the transition will be judged by how smoothly and
efficiently it occurs, which will depend to a critical extent on effective outreach to
consumers. NTIA has begun its efforts to educate consumers about the transition well

ahead of the January 1, 2008, start date for the Program.

To maximize the value of the $5 million in consumer education funds provided for in the

Act, NTIA has been working through partnerships to leverage support from a diverse
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range of stakeholders. In this regard, I would like to acknowledge the support NTIA has
received from its many nonprofit, industry and government partners that have stepped up

to the plate to help inform consumers about the digital transition.

In particular, the industries most directly affected by the transition — the broadcast, cable
and consumer electronics industries — are actively informing their viewers, subscribers
and customers about the February 17, 2009, transition date and the variety of options
consumers have to respond to it. Last month, the National Cable and
Telecommunications Association (NCTA) announced a $200 million campaign to raise
consumer awareness. On Monday, the National Association of Broadcasters (NAB)
launched its marketing campaign. The Consumer Electronics Association (CEA) has also
been running radio spots and has developed consumer-friendly tools, including a video

that helps consumers understand their options to make the transition.

As reflected in the discussion of our partnerships that follows below, many other
organizations are also contributing to the transition education effort in personnel time and
other resources. Thus, this combined NCTA and NAB investment represents only a

subset of the total private sector contribution going to support the DTV transition.

These industry leaders, as well as the Association of Public Television Stations (APTS),
AARP, and the Leadership Conference on Civil Rights, among others, came together in
February to launch the DTV Transition Coalition. NTIA has worked actively with the

Coalition since its inception. Now over 160 members strong, the Coalition is working to
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ensure that no consumer is left without broadcast television due to a lack of information
about the transition. The Coalition website (www.dtviransition.org) includes a DTV
Quiz to help consumers sort out whether they need to take any action before February 17,

2009, and, if so, the choices available to them.

NTIA Education Efforts

On September 25" NTIA hosted a DTV Public Meeting and Expo to discuss progress in
educating the public about the Coupon Program. The Public Meeting focused on NTIA’s
partnerships in the digital transition and featured two CEO-level panels from the affected
industries and leading stakeholders in the transition. The technology Expo included
exhibits and demonstrations from over a dozen companies and organizations featuring
products and services to enable consumers to make a smooth digital transition. Attendees
had the opportunity to see first-hand that the sharper picture, multicasting, and basic
channel guide available with digital television deliver a richer viewing experience to

over-the-air broadcast consumers than they currently receive from analog service.

While some viewers will purchase new digital television sets to take advantage of these
features, NTIA recognizes that many other consumers will want or need to keep their
existing analog televisions and continue to receive free over-the-air broadcast
programming. For this group, the Expo was their first opportunity to view the converter
boxes, and the response was very positive. NTIA will continue to focus its consumer

education efforts on households that rely on over-the-air television, to inform them about
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the government assistance available to defray the cost of digital-to-analog converter

boxes.

Targeted Education Activities

As we reported to the Committee in July, NTIA has identified five target groups for
particular consumer education efforts: (1) seniors; (2) the economically disadvantaged;
(3) rural residents; (4) people with disabilities; and (5) minorities. These groups depend
on over-the-air television to a greater extent than does the general population, and NTIA
will carefully design and market-test its consumer education materials to ensure that the

materials are accessible to, and can be easily understood by, these target communities.

NTIA is working in partnership with trusted intermediaries for these groups in order to
get the word out and to provide help in obtaining and installing converter boxes. In
addition, as T mentioned, the global public relations firm Ketchum will develop and
implement the consumer education program to drive awareness of the Coupon Program.
Ketchum’s recent work informing vulnerable communities about key Federal programs

has given it deep experience working with many of our target populations.

Seniors

America’s seniors make up a large percentage of consumers served by governmental,

social service, commercial, and non-profit organizations. NTIA is leveraging

10
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relationships with these organizations to reach the senior constituencies that they serve.
For example, NTIA is in discussions with the Administration on Aging (AoA) of the U.S.
Department of Health and Human Services (HHS) to capitalize on the agency’s
credibility and reputation for meeting the needs of seniors and their caregivers through a
variety of home and community-based services. These discussions focus on a variety of
activities to ensure that seniors, especially those with language barriers or located in
remote or rural locations, know about and understand the Coupon Program. They also
encompass various outreach strategies that include working in partnership with AoA’s
national aging services network, which reaches into every state, tribe and community in

the United States.

For almost a year, NTIA has also been collaborating very closely with AARP. Last
month, NTIA participated in the AARP Members Convention in Boston, and AARP is
highlighting the Coupon Program in its publications and online newsletters, which reach
millions of its members. NTIA is also working with Retirement Living TV, a cable
channel dedicated to entertaining, educating and empowering seniors. Early next year,
Retirement Living TV will begin its nationwide, mobile “Retired & Wired: RLTV Digital
Tour” to educate seniors about their digital television options including the Coupon
Program. In partnership with the American Library Association, NTIA is distributing
posters and coupon applications to participating libraries and training librarians to help

patrons, especially seniors, fill out coupon applications.

In addition to these groups, NTIA also has reached out to establish partnerships with

11
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other organizations including SeniorNet, an organization that supports about 200 senior
learning centers across the country; the National Caucus and Center of Black Aged, Inc.;
and the National Indian Council on Aging. At the end of October, NTIA will participate
in the National Hispanic Council on Aging Conference and distribute Spanish-language
materials about the transition.. Finally, last month at our DTV Public Meeting and Expo,
Best Buy and Family, Career and Community Leaders of America (FCCLA) came
together to announce a partnership in which students in 7,000 chapters across the country
will be awarded prizes to develop creative ways to assist elderly and rural populations to
apply for coupons. These voluntary efforts will likely proliferate as the transition date

approaches.

The Economically Disadvantaged

NTIA is working with the HHS’s Administration for Children and Families to reach over
900 community agencies serving low-income families to alert them about the Coupon
Program. Other non-profit community and social service organizations, including
Catholic Charities, the Salvation Army, and Community Action Partners are already
working with the Internal Revenuc Service (IRS) to inform their constituents about the
IRS’s Earned Income Tax Credit, and these organizations have agreed to allow NTIA to
use their existing communications channels to distribute information about the Coupon
Program. Finally, NTIA is also in discussions with U.S. Department of Agriculture’s
(USDA) Food and Nutrition Service (FNS) to include Coupon Program materials in

communications that go to prospective Food Stamp recipients.

12
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Rural Residents

NTIA will collaborate with the Appalachian Regional Commission to distribute
information packets about the transition to 70 bcouncils of government and local
development districts representing 23 million people in 410 counties (42 percent rural).
This month, NTIA will participate in the Rural Telecommunications Congress
Conference in Springfield, Illinois and will conduct a workshop for rural community
leaders so they can spread the word about the Coupon Program locally. NTIA has also
reached out to the USDA’s Cooperative State Research, Education, and Extension
Service to distribute information to extension offices nationwide, and we are in
discussions with 4-H to enlist young people to volunteer in rural communities to assist

people who may need this government assistance.
People with Disabilities

NTIA has been working with organizations such as the American Association of People
with Disabilities (AAPD), Easter Seals, and the Northern Virginia Resource Center for
Deaf and Hard of Hearing Persons (NVRC) to ensure the Program is accessible to
Americans with disabilities. As noted above, NTIA’s Program rules require that eligible
converter boxes support closed-captioning services as mandated by FCC regulations.
NTIA Program staff have met with a handful of disability groups, the FCC, and several
converter box manufacturers to describe these closed captioning features and how to

access them (either via a “cc” button on the remote control or via a menu feature). NTIA

13



202

recently participated in the Telecommunications for the Deaf and Hard of Hearing

conference in San Francisco on August 24, 2007.

To reach the home-bound and those with special needs, NTIA will continue to reach out
to private and public organizations that provide home health care, meals on wheels,
senior day care, and other elder care services. At the DTV Public Meeting and Expo last
month, the U.S. Department of Veterans Affairs (VA) announced that it would work with
NTIA to ensure that digital transition information and Coupon Program applications are
_available in 155 VA hospitals and its 1,000 clinics. In addition, the VA will inform its
240,000 employees, 1 million volunteers, and more than 1 million veterans not served by

the VA about the transition and Coupon Program.

Minority Communities

NTIA continues to expand its outreach efforts into minority communities. The NAACP
and the Rainbow Push Coalition are together planning an extensive outreach strategy to
the African American community, and last week, NTIA participated on a panel at the
Congressional Black Caucus Telecommunications Issues Forum, “Navigating the Digital

Era.”
As I noted earlier, NTIA will participate later this month in the National Hispanic

Council on Aging Conference and will distribute Spanish language materials about the

transition. Last month, NTIA participated in the United States Hispanic Chamber of

14
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Commerce’s Annual Convention in San Juan, Puerto Rico, and informed Hispanic
retailers about how they might participate in the Program and assist NTIA in raising
awareness among their predominantly Hispanic customers. I applaud Univision for
announcing on October 1 its national campaign to educate Hispanic viewers about the
transition. Univision reaches 99 percent of Hispanic homes and will use both television
and grassroots events and street fairs to educate Hispanics about the Coupon Program.
Enfravision Communications Corporation will also use its Spanish-language media
assets, including TV and radio stations and outdoor billboards, to reach nearly 70 percent
of Hispanics about the digital transition in 51 primary television station markets across

the United States.

NTIA also has printed brochures and other information in five languages, in addition to
English. Partnering with Panasonic and the Southeast Asia Resource Action Center,
NTIA has translated Coupon Program information for distribution in Chinese, Korean,
Vietnamese and Filipino communities. The Center will distribute information and will
encourage the Cambodian-American, Laotian-American, and Vietnamese-American
communities to use the Government’s multilingual call center to apply for coupons.
NTIA is pursuing partnership opportunities with Koahnic Broadcast Corporation to
disseminate coupon information to Alaskan Native villages, as well as with Native Voice

One to reach tribal reservations through radio communications.

Moreover, NTIA has extended this multi-lingual approach beyond its consumer

education activities into the core of Program operations. Significantly, through an

15
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established partnership with the Language Line, the call center that will support the
coupon application process will be staffed by permanent employees possessing fluency in

23 languages and depth-of-language in more than 70 other languages.

Government Partnerships

NTIA has reached out to over 14 Federal government departments and agencies and is
committed to leveraging the relationship these groups have with our target audiences to
maximize the value of the Federal investment in this Program. As outlined above, we are
already either actively collaborating or in discussions with the HHS, USDA, VA, and the
IRS. Many of these contacts have resulted in clearly defined strategies to reach
constituents served by these agencies. For example, NTIA is partnering with other
government departments and agencies to use existing publications and electronic
newsletters to insert coupon information in scheduled mailings, link to the coupon
application form from their websites, and place coupon application forms at local social

service offices.

In addition to these partnerships, NTIA will also leverage our relationships with other
governmental agencies to extend the reach of our message. In particular, we will work
with agencies that target the five target populations discussed above. NTIA is presently
in discussions with the Social Security Administration; the White House Office of Faith-
Based and Community Initiatives; the General Services Administration; and several

agencies within the Department of Commerce.
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Finally, as noted above, NTIA is also working in cooperation with the FCC to implement
significant measures to increase awareness among the general public about the DTV
transition and the Coupon Program. Both the www.DTV.gov webpage and NTIA’s
website, www.ntia.doc.gov/otiahome/dtv/index.html, provide significant information
about all aspects of the transition. To assist consumers who do not have Internet access,
who are hearing impaired, or who simply prefer to receive information about the Coupon
Program over the telephone, NTIA has also established a toll free number, 1-888-DTV-

2009.

I encourage the Members of this Committee, and all of Congress, to help us in this
important effort by linking your own websites to these consumer education materials.
Moreover, NTIA has also distributed copies of Coupon Program brochures — in both
English and Spanish — to every member of the House and Senate. We have distributed
these materials widely to community organizations, constituency groups, and industry
stakeholders. We hope they will assist you in keeping your own constituents informed

about the transition and the Coupon Program.

Conclusion

NTIA recognizes the risks and potential pitfalls associated with a consumer education

campaign of this magnitude; but the solution is not the establishment of a single digital

transition authority or single, government-mandated message. Broadcasters, cable and

17
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satellite service providers, consumer electronics manufacturers and retailers, and
consumer advocates have as important a role to play in educating consumers as any
government agency does, and as great an incentive to become involved. A multiplicity of
messages and sources of information is critical to a well-informed consuming public.

The stakeholders in the transition are in the forefront of the education effort through their
individual commitments as well as collaborations like the Digital TV Transition

Coalition.

In conclusion, I want to thank the Committee for the opportunity to testify before you

again today. I will be happy to answer your questions.
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Mr. MARKEY. Thank you, Mr. Kneuer, very much.

Our next witness is the Chairman of the Federal Communica-
tions Commission, Kevin Martin.

We welcome you back, and we enjoy working with you, and we
thank you for being here today. Whenever you are ready, please
begin.

STATEMENT OF KEVIN J. MARTIN, CHAIRMAN, FEDERAL
COMMUNICATIONS COMMISSION

Mr. MARTIN. Good morning, Chairman Markey, Ranking Member
Barton, Ranking Member Upton, and all of the members of the
committee. Thank you for inviting me to be here today to talk
about the digital transition.

Thank you, Chairman Markey, for the favorable comparison to
Tom Brady. Except for, hopefully, my wife, I think you are the only
person who might compare me to Tom Brady, but I appreciate the
comparison nonetheless. With my athletic prowess, I thought a
more apt comparison or analogy might be to our Red Sox manager,
Terry Francona, but after last night’s loss for our team, I am not
sure that that is as good a comparison today.

I certainly am as mindful as you are that February 17, 2009 is
only 16 months away, and I appreciate the opportunity to tell you
what the Commission has been doing to try to prepare for this un-
precedented event. I believe a successful completion of the digital
transition depends upon minimizing the burdens placed on consum-
ers and maximizing their ability to benefit from it. The Commis-
sion has taken some important steps to that end, but there is still
more we need to do. Our efforts to date have been threefold:

First, we have been focused on getting the right policies in place
to facilitate a smooth transition.

Second, we have been actively enforcing our roles to protect con-
sumers.

Third, we have been promoting awareness of the transition
through our consumer education and outreach efforts.

Through all of our activities, the Commission is committed to en-
suring that no American is left in the dark. Now, our top priority
has been to implement policies that will minimize the burden borne
by consumers and maximize their opportunities to benefit from this
upcoming transition.

First, the Commission acted to dramatically reduce the number
of consumers who would need a converter box to view broadcast
signals after the transition.

Second, we are resolving the main technical issues.

Third, we are employing our authority and industry’s resources
to conduct a far-reaching effort to inform consumers.

Finally, it is my hope that the Commission acts to encourage and
to facilitate broadcasters’ abilities to offer free additional changes
so that DTV transition is a benefit rather than a burden to con-
sumers.

The Commission recently adopted an order that guarantees that
all cable customers will be able to watch all of the broadcast sta-
tions after the digital transition. Specifically, the Commission took
action to ensure that cable operators continue to make signals of
all broadcast stations viewable after the transition, as the must-
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carry statute requires. With this action, we were able to signifi-
cantly reduce the number of Americans potentially needing a con-
verter box to watch broadcast stations post-transition.

Making sure that the almost 35 million households that sub-
scribe to analog cable are taken care of allows us to focus all of our
energies on assisting the nearly 15 million households that rely ex-
clusively on over-the-air signals.

Now, in August of this year, the Commission also adopted the
final DTV table of allotments. This order provided over 99 percent
of the full power television stations across the country with their
final digital channel assignment. Today, 95 percent of all television
stations are already broadcasting in digital.

In April of this year, the Commission also adopted a labeling
order that required sellers of analog-only televisions to disclose
that at the point of sale. Retailers must state that the TVs include
only an analog tuner and, therefore, will require a converter box
to receive over-the-air broadcast television signals after February
17, 2009.

At the suggestion of Chairman Dingell and Chairman Markey,
we initiated a DTV education notice of proposed rulemaking earlier
this year. I recently circulated to my colleagues an order that
would require the following: Broadcasters would use PSAs and
screen crawls throughout the day to inform viewers about the tran-
sition. Broadcasters would also publicly report on these education
efforts on a quarterly basis. MVPDs, cable operators and satellite
operators would provide monthly inserts about the DTV transition
in their customers’ billing statements. Manufacturers of television
receivers and related devices would provide notice of the upcoming
transition to consumers when they are selling their equipment. All
of the Commission’s DTV partners would provide quarterly updates
on their consumer education efforts. Finally, we would continue to
work with NTIA to ensure that the retailers participating in the
converter box program are appropriately training their employees
and informing their consumers.

Finally, I believe that one policy action in particular could fun-
damentally change for the better the course of the digital transi-
tion. Broadcasters should be able to and be encouraged to use their
digital spectrum to send multiple television signals to consumers
for free. Right now, a broadcaster using analog technology trans-
mits one programming stream, which we think of as a television
channel. With the digital spectrum, broadcasters can put out not
just one programming stream but several, so a broadcaster could
broadcast two or three channels at the same time—for instance, a
movie channel, a 24-hour news channel or a sports channel—with
no additional cost to the consumer and no need for additional spec-
trum.

In short, multicasting enables broadcasters to provide consumers
with more free television programming. I believe that the ability to
view new broadcast channels would facilitate the transition by pro-
viding people with an incentive to get a converter box.

As things stand today, over-the-air consumers have the burden
of purchasing a converter box just to maintain the status quo. This
burden is probably why a majority of those aware of the transition
think that the Government is on the wrong track, according to a
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recent APTS survey. The message we have been sending is simply
not appealing: You need to buy a new box or you will lose your TV
altogether.

But what if we had a more positive message: If you get a new
digital television or a converter box, you will be able to watch a
wide array of new, free programming. Then what was a burden will
become a meaningful benefit. The opportunity to enjoy more pro-
gramming choices would give consumers an actual incentive to be
excited about adopting digital technology, and the faster they get
that technology, the fewer Americans there would be at risk of
being left behind in the dark in the digital transition.

Now, this proposal is how it worked in Germany. In Berlin, the
opportunity to receive more free channels drove people to
proactively purchase converter boxes instead of viewing the need to
do so as a burden. Before the transition, over-the-air viewers in
Berlin received only 12 channels, but after the transition, they re-
ceived 27. A German Government report analyzing the transition
concluded that the switchover resulted in less protests than they
had anticipated, in part because of the added value of receiving
more services and channels.

Indeed, the GAO has also analyzed the Berlin transition and has
made similar findings. Mr. Goldstein, who also has done a study
on Berlin, concluded that the government industry and consumer
representatives with whom we spoke mentioned several factors as
contributing to the success of the Berlin DTV transition. These fac-
tors included the following:

The DTV transition provided enhanced consumer value for Berlin
households as the number of channels available through terrestrial
television increased from approximately 11 to 27, and it included
an electronic programming guide. These new channels were avail-
able through terrestrial television, following the DTV transition,
and they existed on cable and satellite systems. And there was
good cooperation between the Government officials and industry,
which helped ensure that the consumers all received these addi-
tional channels.

I believe that what worked in Germany could work here as well,
and I have circulated a proposal to my colleagues that will help fa-
cilitate multicasting and will require cable companies to carry
these additional multiple streams as free programming to consum-
ers. And I am hopeful that a majority of the Commission will soon
realize the potential benefit of this policy for the DTV transition.

Now, the Commission’s DTV enforcement efforts have also fo-
cused on protecting consumers from the unknowing purchase of
TVs without digital tuners. We are enforcing three rules: the re-
quirement to label analog-only televisions; the prohibition on ship-
ping analog-only televisions; and the requirement that the V-Chip
function with digital technology.

With respect to labeling, our staff has inspected nearly 1,280 re-
tail stores and Web sites, and we have issued nearly 280 citations,
notifying retailers of violations. We have circulated among the com-
missioners notices of apparent liability against 14 retailers, for a
total of over $3.5 million. We have also issued NALs against two
companies for, apparently, shipping only analog televisions, receiv-
ers and equipment.
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Finally, thanks to information referred to us by Chairman Mar-
key, we have circulated NALs against three manufacturers for vio-
lating our V-Chip rules as well. The fines total over $11 million.
One company had failed to include a V-Chip in the digital tele-
vision altogether, while two others had made TVs whose V-Chips
were not capable of being updated and adjusted to changes going
forward.

The swift enforcement of all of our DTV-related rules is critical
to protecting consumers, and our activities in this area will con-
tinue to be a priority.

Now, in addition to our policy and our enforcement activities, the
Commission has been actively promoting consumer awareness of
the upcoming transition. Given our current resources, we are
prioritized, reaching consumers who are the least likely to be
aware of the transition, including senior citizens, non-English
speaking and minority communities, people with disabilities, low-
income individuals, and people living in rural and tribal areas. We
have focused our efforts on three primary activities: presenting
DTV information at conferences and events; disseminating informa-
tion via the news media; and partnering with industry, consumer
and other groups to help facilitate the message.

Now, with respect to conferences and events, the Commission
staff has been distributing DTV education materials at as many
conferences as possible. In the last few months, we have attended
or have participated in 30 conferences. Earlier this month, I spoke
about the digital transition at a technology summit that was part
of the Congressional Hispanic Caucus Institute, and we plan to
participate in at least 30 more events this year. We are also utiliz-
ing the agents in the Commission’s field offices around the country
to expand the scope of our consumer education efforts. Representa-
tives in each of our field offices have been targeting communities
that risk getting left behind in the DTV transition. Through the
work of our field agents, we are able to reach consumers in 36
States. We have distributed information to over 1,400 senior cen-
ters, senior organizations, community centers, and groups, and
have given nearly 50 presentations.

Mr. MARKEY. Mr. Chairman, you are going to get a lot of ques-
tions. Is it possible that you could summarize?

Mr. MARTIN. Sure.

We anticipate providing information to over 2,000 organizations
and making another 350 presentations just this year.

Obviously, I would ask that my full statement be entered into
the record. With all of the rest of the activities that we have had
ongoing, I think we are committed to devoting significant resources
in facilitating the transition, continuing with our three-pronged ap-
proach of policy making, enforcement and consumer outreach, and
we intend to take whatever actions are necessary to minimize the
potential burden of the digital transition on consumers and to
maximize the ability of consumers to benefit from it.

Thank you.

[The prepared statement of Mr. Martin follows:]
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Good morning Chairman Dingell, Chairman Markey, Ranking Member Barton, Ranking
Member Upton, and Members of the Committee. Thank you for inviting me here today
to talk to you about the digital transition. I am mindful, as are you, that February 17,
2009 is only 16 months away. I appreciate having the opportunity to tell you what the
Commission has been doing in preparation for this unprecedented event. Ihave a brief
opening statement and then I look forward to hearing your thoughts and answering any

questions you may have.

Facilitating a smooth transition is not an easy task. As all major changes tend to be, the
coming transition to digital television transmission is an exciting—but complicated—

revolution.

While the benefits offered by digital technology are undeniable — such as movie quality

picture and sound - so are the challenges.

When I last appeared before you, I explained that a successful completion of the digital
transition depends upon minimizing the burdens placed on consumers and maximizing
their ability to benefit from it. After all, our highest priority is protecting the American
consumer. The Commission has already taken some important steps but there is still

more we need to do.
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We have been working both on our own and in coordination with industry, other
governmental agencies, and consumer groups to advance the transition and promote
consumer awareness. Our efforts have been three-fold. First, we have been focused on
getting the right policies in place to facilitate a smooth transition. Second, we have been
actively enforcing our rules to protect consumers. And, third, we have been promoting
awareness of the transition through our consumer education and outreach efforts,
Through all of our activities, the Commission is committed to ensuring that no American

is left in the dark.

Policy Proceedings to Minimize the Burdens on Consumers

A successful completion of the digital transition depends upon ensuring that appropriate
policies are in place to minimize the burden and cost borne by consumers and
maximizing their opportunity to benefit from it. T would like to draw your attention to
several important policy issues. First, the Commission acted to dramatically reduce the
number of consumers who would need a converter box to view broadcast signals post-
transition. Second, we are addressing technical issues related to the transition. Third, we
are employing our authority and industry’s resources to conduct a far-reaching effort to
inform consumers. And, finally, it is my hope that the Commission acts to encourage and
facilitate broadcasters’ ability to offer additional free channels so that the DTV transition

is a benefit rather than a burden to consumers.
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Ensuring the Viewability of DTV by Cable Subscribers. The Commission recently
adopted an order that guarantees that all cable customers will be able to watch all
broadcast stations after the digital transition. Specifically, the Commission took action to
ensure cable operators continue to make signals of all must-carry broadcast stations
viewable after the transition, as the must carry statute requires. This action was important
to ensure that cable subscribers are able to watch the same broadcast stations the day after

the digital transition that they were watching the day before the transition.

With this action, we were able to significantly reduce the number of Americans
potentially needing a converter box to watch broadcast stations post-transition. Making
sure the almost 35 million households that subscribe to analog cable are taken care of
allows us to focus all of our energies on assisting the nearly 15 million households that

rely exclusively on over-the-air signals.

Resolving Technical DTV Issues. In August 2007, the Commission adopted the final
DTV table of allotments. This order provided virtually all (over 99%) of full power
television stations across the country with their final channel assignments for
broadcasting in digital following the DTV transition. By resolving the remaining
questions regarding broadcasters’ allotments, the Commission helped ensure that the
analog spectrum the broadcasters are vacating will be available as planned by 2009. This
finality is important to ensuring a successful auction of this spectrum next year and the
timely use of this spectrum for public safety and expanded wireless competition and

innovation. Notably, 95% of all television stations are now broadcasting in digital.
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DTV Consumer Education. In April 2007, the Commission adopted a Labeling Order
that requires retailers to fully inform consumers about the DTV transition date at the
point of sale. The Commission found that, at the point of sale, many consumers were not
aware that analog-only TVs would not be able to receive over-the-air-television signals
without the use of a digital-to-analog converter box after February 17, 2009.
Accordingly, the Commission required sellers of television receiving equipment that does
not include a digital tuner to disclose at the point-of-sale that such devices include only
an analog tuner and therefore will require a converter box to receive over-the-air

broadcast television after the transition date.

In addition to the Labeling Order, and at the suggestion of Chairmen Dingell and
Markey, we recently initiated a DTV Education Notice of Proposed Rulemaking
(NPRM). This NPRM sought comment on whether to require the industry to use bill
inserts, public service announcements, and other techniques to educate consumers about
the transition. I commend the industry for the recent consumer education campaigns that
they have initiated. Ibelieve that more can be done. I have circulated a proposal to my
colleagues that requires broadcasters to use PSAs and screen crawls throughout the day to
inform viewers about the transition and to publicly report on these education efforts on a
quarterly basis. The item also requires MVPDs to provide monthly inserts about the
DTV transition in their customer billing statements. The item also requires
manufacturers of television receivers and related devices to provide notice to consumers

of the transition’s impact on that equipment. In addition, we require the partners listed on
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the Commission’s www.dtv.gov website to provide the Commission with quarterly
updates on their consumer education efforts. Finally, the item states that we will work
with the National Telecommunications and Information Agency (NTIA) to ensure that
the retailers participating in the converter box program are appropriately training their
employees and informing consumers. I hope and expect that the Commission will be

able to adopt this DTV Education Order quickly.

Facilitating Multicast Broadcast Opportunities. Finally, I believe that one policy action
in particular could fundamentally change for the better the course of the digital transition.
The idea is simple: broadcasters should be able to, and be encouraged to, use the digital

spectrum they already have to send multiple television signals to consumers for free.

Let me give you an example of what I am talking about. Right now, a broadcaster using
analog technology transmits one programming stream, which we think of as a television
channel. But with digital spectrum, technology enables broadcasters to put out not just
one programming stream, but several. So, a broadcaster could broadcast 2 or 3 channels
of programming all at the same time (i.e., a movie channel, a 24-hour news channel and a
sports programming channel) with no additional cost to the consumer or need for
additional spectrum. In short, multicasting enables broadcasters to provide more free

television programming to consumers.

1 believe that the ability to view new broadcast channels would facilitate the transition by

providing people with an incentive to get a converter box. As things stand today, over-
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the-air consumers must purchase a converter box (or buy a digital TV) just to maintain
the status quo. They have the burden of purchasing new equipment just to ensure that
their televisions will not go dark the day after the transition. Consumers will only gain in
terms of new and improved services if they buy new expensive HDTV’s. This burden
that the digital transition places on consumers is probably why a majority of those aware
of the transition think that the government is on the “wrong track™ according to a recent
APTS survey. The message that we have been sending is simply not appealing -- you

need to buy a new box, or you’ll lose TV altogether.

But what if instead the message to consumers was, “If you get a new digital television or
a converter box, you will be able to watch a wide array of new free programming?”
Then what was a burden for consumers becomes a meaningful benefit. The opportunity
to enjoy more programming choices would give consumers an actual incentive to be
excited about adopting digital technology. And, the faster that this technology is in
consumers’ homes, the less chance there is that Americans will be left in the dark after

the digital transition.

This proposal is how it worked in Germany. In Berlin, the opportunity to receive more
free channels drove people to proactively purchase converter boxes instead of viewing
the need to do so as a burden imposed by their government. Before the transition, over
the air viewers in Berlin received only 12 channels. After the transition, they received 27,
more than twice as many, A German government report analyzing the transition

concluded, “the switchover resulted in less protest than had been anticipated,” in part
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because of “[t]he added value of receiving more services.” (Berlin Goes Digital,

http://www.mabb.de/bilder/Projektbericht_engl.pdf.) I believe that what worked in

Germany could work here as well.

The only way we can make this a reality, however, is if the cable companies are required
to carry these additional channels. And, as is the case today, cable operators should be
required to carry this free programming. In regulatory lingo this is called “multicast must
carry.” To date, the FCC has not required them to carry anything beyond a broadcaster’s
main signal. But as the courts have recognized, cable carriage is necessary for broadcast
channels to survive. Today, there simply is not an economic model by which a
broadcaster can support a free programming stream that reaches only over-the-air
households. As a result, without the guarantee of cable carriage, broadcasters are not

able to invest in creating a second or third free programming stream.

About 16 months ago, I circulated a proposal to my colleagues that would facilitate
multicasting and require cable companies to carry these multiple streams of free
programming to consumers. Unfortunately, this item remains pending today.
Nevertheless, I remain hopeful that a majority of Commissioners will realize the potential
this item has to minimize the burden that the DTV transition places on consumers and

allow Americans to realize the full benefit of the digital transition.

Enforcement Activities
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The Commission’s DTV-related enforcement efforts have focused on protecting
consumers from the unknowing purchase of television equipment without integrated
digital tuners. Specifically, we are enforcing three rules: 1) the requirement to label any
remaining televisions with analog-only tuners; 2} the prohibition on the importation and
shipment of television receivers without integrated digital tuners; and 3) the requirement

that the V-Chip functions with the digital technology.

With respect to the Commission’s labeling requirement, the Commission has, as of
October 15, 2007, inspected nearly 1280 retail stores and websites and issued nearly 280
citations notifying retailers of violations for failing to comply with our requirements.
Because retailers are not licensees, we must give them a citation prior to issuing a Notice
of Apparent Liability (NAL). When I testified before you in July, I mentioned that NALs
were pending against seven large retailers for apparently violating the Commission’s
labeling requirements. These fines, in the aggregate, total over three million dollars.
Since that time, we have circulated NALs to an additional seven retailers, totaling over
$500,000. In addition, the Enforcement Bureau has issued another six NALs on
delegated authority. It is my hope that through our vigorous enforcement actions,
retailers will take concrete actions to avoid consumer confusion as the digital transition

draws near.

In addition to our labeling investigations, we are continuing to ensure that no
manufacturers are importing and shipping analog-only television receivers and

equipment. In May 2007 we issued NALs against two companies - Syntax Brillian Corp.
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(approx. $2.9 million) and Regent USA, Inc. ($63,650) - for apparent violation of our
rules in this area. One of these companies has already paid the fine and we are working
on a forfeiture order with respect to the other company. In addition, we are in the process
of investigating potential violations against another two companies. I hope to quickly
bring these matters to resolution. Although we continue to monitor importation logs and
otherwise look for potential violations, we have not yet found any potential violations

beyond these four companies.

Finally, we are ensuring that the digital tuners comply with the V-Chip regulations. As
you know, the Commission’s rules require digital television manufacturers to include the
V-Chip in their equipment and to ensure that their devices can adjust to changes in the
content advisory system. This past July, thanks to the information referred to us by
Chairman Markey, we began investigating allegations that some manufacturers were not
complying with our rules. As a result of these investigations, we have circulated NALs
against three manufacturers, totaling over $11 million.

Swift enforcement of all our DTV-related rules is critical to protecting consumers and our

activities in this area will continue to be a priority during the next 16 months.

10
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Consumer Education and Outreach

In addition to our policymaking and enforcement activities, the Commission has been
actively promoting consumer awareness of the upcoming transition through education
and outreach efforts. Our overarching goal in these activities is to reach consumers who
are likely to be unaware of the upcoming digital transition, including: 1) senior citizens;
2) non-English speaking and minority communities; 3) people with disabilities; 4) low-

income individuals; and 5) people living in rural and tribal areas.

We have been employing a variety of methods to reach these communities. Specifically,
we have been focusing our resources on three primary activities: attending conferences
and hosting events, disseminating information via the news media, and partnering with

industry, consumer, and other groups.

Conferences and Other Events. With respect to conferences and events, Commission
staff has been attending as many conferences as possible to distribute DTV educational
materials. For example, in the last few months we have attended and/or participated in
30 conferences including AARP’s national convention, National Council of La Raza’s
national convention, Telecommunications for the Deaf and Hard of Hearing, Inc.’s
biennial conference, and the National Association of Black Owned Broadcaster’s
convention. And, earlier this month, I spoke about the digital transition at the Technology

Summit on DTV that was part of the Congressional Hispanic Caucus Institute

11
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Conference. We plan to attend and participate in at least 30 more events and conferences

to provide information about the digital transition this year.

We are also utilizing the agents in the Commission’s field offices around the country to
expand the scope of our consumer education efforts. Designated representatives in each
our 24 field offices have been targeting communities that risk getting left behind in the
DTV transition, such as senior citizens. Qur field agents have been distributing
information materials to senior centers, libraries and other venues. They then follow up

these visits by giving DTV presentations to further inform these communities.

Through the work of our field agents, we are able to reach consumers in a total of 36
states — ranging from Alaska to Florida. We have already distributed information to over
1100 senior centers, senior organizations, and community groups and given nearly 50
presentations. We anticipate providing information to over 2000 organizations and
making more than 350 DTV presentations by the end of the year. In addition to these
“DTV Awareness Sessions™ that the field agents are conducting in 36 states, other
members of Commission staff are holding similar sessions in particular communities
around the country. For example, we recently held a DTV Awareness session in Harlem,
NY in partnership with the Harlem Consumer Education Council and we have over 10

more similar events planned this year in different states.

I also believe it is useful to coordinate with the groups representing the communities we

are targeting. For example, last July we hosted, along with Native American Public
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Media, an Indian Telecommunications Initiative Regional Workshop that focused on the
digital transition. And, more recently, we held a DTV Workshop at Commission
headquarters where we announced that we would host five additional events. Each of our
upcoming workshops will be focused on a specific consumer segment that has been
identified as being likely to be disproportionately impacted by the transition and least
aware of it. These communities include the senior citizens, minorities and non-English
speakers, people with disabilities, low-income individuals, and those living in rural and
tribal areas. Through a series of workshops in the upcoming months, we will specifically
focus on how we can best reach and educate these groups of consumers. We have
already announced dates for the first two of these workshops. On November 8, 2007, we
will host a workshop dedicated to reaching senior citizens, and on December 4, 2007, we
will host a workshop geared towards reaching non-English speaking and minority

communities.

We received several helpful suggestions from the workshop that we held last month. For
example, we were asked to coordinate our consumer education materials with consumer
groups before releasing them. We were also asked to take into the account the needs of
people with disabilities in our outreach activities. We are already working to implement
these and the other ideas that came out of our workshop. Receiving input such as this is
important to facilitating a smooth transition. Ihope that these additional workshops will
help provide additional new ideas and enable us to strengthen existing partnerships and

forge new ones.

13
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News Media Activities. We are also working with the news media to highlight the
upcoming transition in ongoing news coverage. Specifically, we are coordinating with a
variety of media outlets including newspapers, broadcasters, and working with various

members of the industry on public service announcements (PSAs).

Our efforts focus primarily on media that target specific at-risk populations. For
example, senior citizens and Hispanic consumers, among others, are most likely to be
disproportionately impacted by the transition. With respect to communicating with
seniors, I was recently interviewed about the transition on AARP radio which is heard on
over 170 outlets nationwide and has a listenership of over 1,000,000 people. Similarly, I
gave an interview to the AARP Magazine which is running a story on the digital
transition for its early 2008 issue. And, I also gave an interview to Erickson Tribune, a
publication that reaches nearly 6 million seniors, for its story on the digital transition. I
am also scheduled to be doing a PSA with Retirement Living TV, which targets its

programming to senior citizens and reaches nearly 30 million homes nationwide.

Commission staff has also given interviews about the digital transition to various
Hispanic media outlets. For example, the Hispanic Communications Network, which
produces media campaigns for radio, television, print and Internet, taped an interview
with Commission staff that will be distributed to its 230 member radio network in the
United States and Puerto Rico. In the next few weeks, I will be doing an interview about

the transition with Hispanics Today, the television network for the U.S. Hispanic

14
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Chamber of Commerce. This program is broadcast nationally on the local NBC affiliate

on 165 television stations, covering 84% of the Hispanic market.

And, we will soon be doing an on-air interview on the digital fransition for Univision’s
national morning news program that will air nationally. This interview will be done with
a Commission staffer recently hired to spearhead the Commission’s digital television

outreach to the Hispanic community.

Government, Industry, and Consumer Group Partnerships. The partnerships we have
formed, and will continue to form, are a critical part of our consumer education and
outreach efforts. We rely on these partnerships — which may be with government
agencies, industry or consumer groups — to help us disseminate DTV education
information and to inform us of event and conferences that are taking place where we can

distribute materials and interact with consumers directly.

For example, we are working closely with NTIA on various transition-related issues. The
Commission’s Laboratory is providing technical review and testing services in support of
NTIA's digital-to-analog converter box coupon program. This cooperation led to the

recent approval of the first two DTV converter boxes.

We are also working with the U.S. Administration on Aging, which has a network of over
650 state and area agencies on aging, tribal elder organizations, and thousands of
providers around the country who work with seniors and their caregivers on a daily basis.

We are not only providing this network with DTV informational materials that can be

15
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distributed nationwide, but we have also offered to partner with them to conduct joint
presentations on the DTV transition throughout the country. Similarly, we are working
with the Bureau of Indian Affairs which has agreed to disseminate DTV information

packets to their members through their 50 offices nationwide.

Our government partnerships are not limited to the national level, however. We have
contacted nearly 125 local Chambers of Commerce éoveﬁng all 50 states and the District
of Columbia as well as state and local-level consumers affairs and elderly departments.
We have asked these organizations to help us distribute DTV information materials and
link to www.dtv.gov on their webpage. We intend to continue pursuing such

relationships to reach as many consumers as possible.

In addition to our government partnerships, we are partnering with the industry and
consumer groups in a variety of ways. For example, we are a member of the DTV
Transition Coalition. We have contacted nearly 250 organizations about the transition,
asking how we can work with them to get the word out, and forwarding DTV
informational materials. These include entities representing a host of communities

ranging from veterans, to minorities, to schools.

Similarly, we have provided DTV outreach materials to our database of over 3,200 small
business entities and other parties, including small, minority, and women-owned
businesses. We send DTV information to our partners, explore opportunities for creating

meaningful outreach strategies, and have worked to establish over 100,000 links to our

www.dtv.gov website.

16
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Another example of how we are coordinating with other entities is the two advisory
committees — the Consumer Advisory Committee (CAC) and the Intergovernmental
Advisory Committee (IAC) — that we recently chartered and instructed to focus their
current terms on the digital transition. The CAC recently submitted recommendations to
the Commission in our DTV Education proceeding. Though the work of these
committees, the Commission will gain valuable insights that will further its goal of

ensuring that all consumers are aware of the transition.

We also continue to work on updating our consumer educational materials. For example,
we recently released a new consumer advisory geared to provide information to persons
with disabilities. This advisory explains how closed captioning works with digital-to
analog converter boxes. In this regard, I would like to mention that the Commission
recently created a dedicated email box, closedcaptioning@fcc.gov, for inquiries relating
to closed captioning. I hope this will make it easier for people with disabilities to get
answers to the closed captioning questions they may have as the DTV transition

progresses.

And, of course, all of our DTV materials, including this one, are readily available on our

www.dtv.gov website or by calling our toll-free consumer line: 1-888-CALL-FCC.

Finally, last June we sent a package of DTV education materials to each of the 535

Congressional offices for members to distribute to their constituents. We recently

17
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followed up on this communication by sending over additional materials and offering to
make Commission staff available to participate and make DTV presentations at any local
town hall meeting or other outreach events that members have planned with their

constituents.

Conclusion

The Commission is devoting significant resources to facilitate a smooth transition.
Nearly every Bureau and Office at the Commission has been involved in this effort
including our field offices across the country. We will continue our three-pronged
approach — policymaking, enforcement, and consumer outreach — during the next 16
months, We intend to take whatever actions are necessary to minimize the potential
burden the digital transition could impose on consumers and maximize their ability to
benefit from it. The Commission has already taken some important steps but there is still
more that we need to do. The next 16 months will undoubtedly be challenging.
Nevertheless, it is my hope that, with the right policies in place, American consumers

will reap the rewards that the digital transition has to offer.
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Mr. MARKEY. Thank you. Your entire statement, which looks vo-
luminous, will be included in the record in its entirety.

Our final witness on this first panel, Mr. Mark Goldstein, is the
Director of Physical Infrastructure Issues for the U.S. Government
Accountability Office.

We welcome you, Mr. Goldstein. We appreciate your work on be-
half of the subcommittee. Whenever you are ready, please begin.

STATEMENT OF MARK L. GOLDSTEIN, DIRECTOR, PHYSICAL
INFRASTRUCTURE ISSUES, U.S. GOVERNMENT ACCOUNT-
ABILITY OFFICE

Mr. GOLDSTEIN. Thank you, Mr. Chairman. I will be brief in the
interest of time. I know you have a lot to do this morning yet.

Mr. Chairman and members of the subcommittee, I am pleased
to be here today to report on our work on the progress made in the
Nation’s transition to digital television. We have a detailed report
on the public and private sector efforts underway to implement the
transition; that will be issued in November 2007. The findings that
I am reporting to the subcommittee today are based on our draft
report and, therefore, are preliminary.

In my testimony today, in particular I will discuss the progress
made by Federal entities in conjunction with other stakeholders in
facilitating the transition; the progress made in educating consum-
ers about the transition; the progress made implementing a sub-
sidy program for converter boxes; the technical issues facing the
broadcast industry in meeting the transition; and the future work
on the progress of the transition that we plan to undertake in the
next 16 months.

In summary, No. 1, the FCC and the NTIA, in conjunction with
other stakeholders, have taken steps to facilitate the transition.
For example, the FCC has conducted periodic reviews to report on
transition progress, and NTIA has issued a contract for adminis-
trating a converter box subsidy program. In addition, private sector
industry have begun preparing for the transition. Despite public
and private sector interaction designed to help facilitate the transi-
tion, however, we found that no comprehensive plan exists for the
DTV transition. Without such a plan, meaningful guidance for co-
ordinating responsibility and for measuring progress might not be
available to the private or public sector.

Two, several Federal and private sector stakeholders have begun
consumer outreach and education campaigns with both independ-
ent and coordinated efforts underway. The FCC and NTIA have de-
veloped informational materials and have begun direct outreach to
consumer groups. In addition, private industry stakeholders have
created the DTV Transition Coalition and are voluntarily conduct-
ing outreach efforts. However, these efforts are in the planning
stages for the most part, and challenges remain. An expert panel
that we convened identified potential challenges in key practices
for our consumer education campaign, such as defining goals and
objectives and establishing metrics to measure success.

Three, NTIA has made progress in implementing the converter
box subsidy program, but the program’s outcome depends on the
voluntary participation of retailers and manufacturers. The retail-
ers we contacted expressed concerns about the possibility of a re-
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demption system that would affect their point-of-sale systems, and
they stated they would need more information on IBM’s technical
solution before they could assess the impact on their systems and
whether it would affect their participation. With limited or delayed
retailer participation, consumers might face difficulties in redeem-
ing their coupons for eligible converter boxes.

Four, although most television stations already transmit a digital
signal, technical and coordination issues such as antenna replace-
ment and tower construction may present challenges for broad-
casters in preparing for the DTV transition. In addition, cable and
satellite television providers must coordinate with broadcasters to
ensure that they can continue to receive and to transmit the digital
broadcast signals after the transition. Further, select stations that
retransmit television signals, known as “translator stations,” are
not required to cease analog broadcasting. These stations may
choose to retransmit a digital signal or they may convert the digital
signal to analog and continue to broadcast in analog after February
2009.

Five, we plan on reporting on the progress of the DTV transition,
including public and private efforts in facilitating the transition;
the status of consumer education and awareness about the transi-
tion; IBM and NTIA’s administration of the converter box subsidy
program; and industry technical preparations throughout the up-
coming transition period.

For example, we will continue to monitor consumer education
programs and plan to conduct a series of consumer surveys
throughout the year prior to the transition date. The surveys we
conduct will be aimed at determining the population that will be
affected by the transition and the public awareness of the transi-
tion. Throughout the transition process, we will continue to mon-
itor Government and industry consumer education efforts, and will
analyze the efforts compared with key practices for consumer out-
reach. In addition, we plan to survey broadcasters on the technical
issues that must be addressed prior to the transition date.

Mr. Chairman, this concludes my statement. I would be happy
to respond to any question that you or any member of the sub-
committee may have.

[The prepared statement of Mr. Goldstein follows:]
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DIGITAL TELEVISION TRANSITION

Preliminary Information on Progress of the DTV
Transition

What GAO Found

FCC and NTIA, in conjunction with other stakeholders, have taken steps to
facilitate the DTV transition. For exaraple, FCC has conducted periodic
reviews to report on transition progress, and NTIA has issued a contract for
administering the converter box subsidy program. In addition, private sector
industries have also begun preparing for the transition. Despite public-private
sector interaction designed to help facilitate the transition, we found that no
comprehensive plan exists for the DTV transition. Without such a plan,
meaningful guidance for coordinating responsibilities and measuring progress
might not be available to the private or public sector.

Several federal and private stakeholders have begun consumer education
campaigns. FCC and NTIA have developed informational materials and begun
direct outreach to consumer groups. In addition, private industry stakeholders
created the DTV Transition Coalition and are voluntarily conducting outreach
efforts. However, these efforts are in the planning stages and challenges
remain. An expert panel that GAO convened identified potential challenges
and key practices for a consumer education campaign.

NTIA has made progress in implementing the converter box subsidy program,
but the program’s outcome depends on the voluntary participation of retailers
and manufacturers. Retailers we contacted expressed concerns about the
possibility of a redemption system that would affect their point-of-sale
systems and stated they would need more information on IBM's technical
solution before they could assess the impact on their systems and whether it
would affect their participation. With limited or delayed retailer participation,
consumers might face difficulties in redeeming their coupons for eligible
converter boxes.

Most television stations already transmit a digjtal signal, but technical and
coordination jssues, such as antenna replacement and tower construction,
may present challenges for broadcasters. In addition, cable and satellite
television providers must coordinate with broadcasters to ensure that they
can continue to receive and transmit the digital broadcast signals. Further,
certain stations that retransmit the television signals, known as translator
stations, are not required to cease analog broadcasting. These stations may
choose to retransmit a digital signal, or they may convert the digital signal to
analog and continue to broadcast in analog after February 2009.

We plan on reporting on the progress of the DTV transition, including the
status of consumer education and awareness about the DTV transition, IBM
and NTTA’s administration of the converter box subsidy program, and industry
technical preparations throughout the upcoming transition period. We will
continue to monitor government and industry consumer education efforts and
plan to analyze the efforts compared with key practices for consumer
outreach. In addition, we plan to survey broadcasters on the technical issues
that must be addressed prior to the DTV transition date.

United States Office
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Mr. Chairman and Members of the Subcommittee:

I am pleased to be here today to report on our work on the progress made
in the nation’s transition to digital television (DTV). We have a detailed
report on public and private sector efforts underway to implement the
transition that will be issued in November 2007. The findings that [ am
reporting to the Subcomunittee today are based on our draft report and are
therefore preliminary.

A primary goal of the DTV transition is for the federal government to
reclaim spectrum' that broadcasters currently use to provide analog
television signals. The spectrum that the federal government will reclaim
at the end of the transition is considered highly valuable because of its
particular technical properties. In all, the DTV transition will free up 108
megahertz (MHz) of spectrum. The Federal Communications Commission
(FCC) has reallocated 24 MHz of the spectrum that will be recovered for
public safety purposes, which became a higher priority following the
terrorist attacks of September 11, 2001. FCC will auction the remaining
spectrum for commercial purposes, with the resulting proceeds allocated
for, among other things, reducing the federal deficit.

The Digital Television Transition and Public Safety Act of 2005 mandates
the cessation of analog television broadcast signals on February 17, 2009.
After that date, households who view television on analog sets solely
through the reception of over-the-air signals must take action to ensure

-that they have the necessary equipraent, such as a digital-to-analog
converter box, or subscription video service to be able to view the digital
broadcast signals. If they do not take such action, they will lose the ability
to view the digital signals on their analog sets; i.e., they will not be able to
watch television programs. The act also directed the National
Telecommunications and Information Administration (NTIA) to establish a
$1.5 billion program through which households can obtain coupons for the
purchase of digital-to-analog converter boxes. NTIA issued a final rule that
adopted regulations to implement the converter box subsidy program, and
in August 2007, selected IBM Corporation (IBM) to administer the

"The radiofrequency spectrum is the part of the natural spectrum of electromagnetic
radiation lying below 300 gigahertz. It is the medium that makes ible wirel
communications, including cellular and paging services, radio and television broadcasting,
radar, and satellite-based services.
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program, Beginning January 1, 2008, households can requeést up to two $40
coupons toward the purchase of eligible* digital-to-analog converter boxes.

Although it is unclear what percentage of households who rely exclusively
on over-the-air broadcasts have analog sets, potentizlly millions of those
households stand to be left without any television service unless they take
action. To help the public understand the DTV transition and the various
options they have, consumer education and awareness programs are
underway and additional programs are being planned.

My testimony today will focus on progress made in the DTV transition. In
particular, 1 will discuss (1) the progress made by federal entities, in
conjunction with other stakeholders, in facilitating the transition, (2) the
progress made in educating consumers about the transition and any
related challenges, (3) the progress made in implementing a subsidy
program for converter boxes and any related challenges, (4) the technical
issues facing the broadcast industry in meeting the transition, and (5)
future work on the progress of the DTV transition that we plan to
undertake.

To meet these objectives, we reviewed government documents and
interviewed officials with FCC and NTIA, the steering committee members
of the Digital Television Transition Coalition, as well as a wide variety of
industry and other private stakeholders, such as broadcasters, satellite
television providers, cable companies, manufacturers, retailers, industry
associations, and consumer advocacy groups. Further, we consulted
strategic communications experts representing public, private, and
academic organizations to identify potential challenges that might obstruct
consumer education efforts, as well as key practices for consumer
outreach campaigns. We reviewed FCC and NTIA rules and proposed rule-
makings related to the digital television transition, and the comments they
received in response to the proposed rule-makings. Finally, we reviewed
NTIA's request for proposals for administering the converter box subsidy
program, and related contract documents. We performed our review from
January 2007 through October 2007 in accordance with generally accepted
govemnment auditing standards. We discussed this testimony with FCC and
NTIA officials and incorporated their comments where appropriate.

NTIA established technical and performance specifications that converter boxes must
meet to be eligible for the coupon program.

Page 2 GAO-08-191T DTV Transition
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In summary:

FCC and NTIA, in conjunction with other stakeholders, have taken
steps to facilitate the DTV transition. For example, FCC has conducted
periodic reviews to report on transition progress, and NTIA has issued
a contract for administering the converter box subsidy program. In
addition, private sector industries have also begun preparing for the
transition. Despite public-private sector interaction designed to help
facilitate the transition, we found that no comprehensive plan exists for
the DTV transition. Without such a plan, meaningful guidance for
coordinating responsibilities and measuring progress might not be
available to the private or public sector.

Several federal and private stakeholders have begun consumer
education campaigns, with both independent and coordinated efforts
underway. FCC and NTIA have developed informational materials and
begun direct outreach to consumer groups. In addition, private industry
stakeholders created the DTV Transition Coalition and are voluntarily
conducting outreach efforts. However, these efforts are in the planning
stages, and challenges remain. An expert panel that we convened
identified potential challenges and key practices for a consumer
education campaign, such as defining goals and objectives and
establishing metrics to measure success.

NTIA has made progress in implementing the converter box subsidy
program, but the program’s outcome depends on the voluntary
participation of retailers and manufacturers. Retailers we contacted
expressed concerns about the possibility of a redemption system that
would affect their point-of-sale systems and stated they would need
more information on IBM's technical solution before they could assess
the impact on their systems and whether it would affect their
participation. With lirnited or delayed retailer participation, consumers
might face difficulties in redeeming their coupons for eligible converter
boxes.

Although most television stations already transmit a digital signal,
technical and coordination issues, such as antenna replacement and
tower construction, may present challenges for broadcasters in
preparing for the DTV transition. In addition, cable and satellite
television providers must coordinate with broadcasters to ensure that
they can continue to receive and transmit the digital broadcast signals
after the transition. Further, select stations that retransmit television
signals, known as translator stations, are not required to cease analog
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broadcasting?® These stations may choose to retransmit a digital signal,
or they may convert the digital signal to analog and continue to
broadcast in analog after February 2009.

» We plan on reporting on the progress of the DTV transition, including
public and private efforts in facilitating the transition, the status of
consurner education and awareness about the DTV transition, IBM and
NTIA’s administration of the converter box subsidy program, and
industry technical preparations throughout the upcoming transition
period. For example, we will continue to monitor consumer education
programs and plan to conduct a series of consumer surveys throughout
the year prior to the transition date. The surveys we conduct will be
aimed at determining the population that will be affected by the DTV
transition and public awareness of the transition. Throughout the
transition process, we will continue to monitor government and
industry consumer education efforts and analyze the efforts compared
with key practices for consumer outreach. In addition, we plan to
survey broadcasters on the technical issues that must be addressed
prior to the DTV transition date.

Background

The DTV transition will enable the government to allocate valuable
spectrum from analog broadcast to public safety and other purposes.
Further, digital transmission of television signals provides several
advantages compared to analog transmission, such as enabling better
quality picture and sound reception as well as using the radiofrequency
spectrum more efficiently than analog transmission. With traditional
analog technology, pictures and sounds are converted into “waveform”
electrical signals for transmission through the radiofrequency spectrurm,
while digital technology converts these pictures and sounds into a stream
of digits consisting of zeros and ones for transmission.

The Digital Television Transition and Public Safety Act of 2005 addresses
the responsibilities of two federal agencies—FCC and NTIA—related to
the DTV transition. The act direets FCC to require full-power television
stations to cease analog broadcasting on February 17, 2009. While full-
power television stations are required to terminate their analog signals,
this deadline does not apply to translator television stations. Translator
stations receive a signal from a television station and simultaneously

*There are approximately 5,000 transiator stations throughout the U.S., most of which
operate in the mountainous western regions of the country.
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retransmit the signal on another channel. These stations are intended to
provide service to areas where direct reception of full-service broadcast
stations is unsatisfactory because of distance or terrain obstructions, such
as in mountainous regions.

As we have previously reported, households with analog televisions that
rely solely on over-the-air television signals received through a rooftop
antenna or indoor antenna must take action to be able to view digital
broadcast signals after the termination of analog broadcasts. Options
available to these households include (1) purchasing a digital television set
that includes a tuner capable of receiving, processing, and displaying a
digital signal; (2) purchasing a digital-to-analog converter box, which
converts the digital broadcast signals to analog so they can be viewed on
an existing analog set; or (3) subscribing to a cable, satellite, or other
service to eliminate the need to acquire a digital-to-analog converter box.
The act also directed NTIA to establish a $1.5 billion subsidy program
through which households can obtain coupons toward the purchase of
digital-to-analog converter boxes. The last day for consumers to request
coupons is March 31, 2009, and coupons will be redeemed through July 9,
2009. As required by law, all coupons expire 90 days after issuance.
Consumers can redeem their coupons at participating retailers (both
“brick and mortar” and online) for eligible converter boxes.

To help inform consumers about the transition, in February 2007, eight
private sector organizations Jaunched the Digital Television Transition
Coalition. These eight organizations are the Association for Maximum
Service Television, Association of Public Television Stations, Consumer
Electronics Association, Consumer Electronic Retailers Coalition,
Leadership Conference on Civil Rights, LG Electronics, National
Association of Broadcasters, and the National Cable and
Telecommunications Association. These founding organizations comprise
the Coalition's steering committee and make decisions on behalf of the
Coalition. To better represent the interests of at risk or underserved
populations—such as the elderly—AARP later joined the steering
committee. The Coalition’s mission is to ensure that no consumer is left
without broadcast television due to a lack of information about the
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transition. Currently, the Coalition has over 160 member organizations
comprised of business, trade, and industry groups, as well as FCC.*

Recent surveys conducted by industry trade associations indicate that
consumer awareness of the digital transition is low. The Association for
Public Television Stations reported in September 2007 that 51 percent of
participants surveyed were unaware that the transition was taking place.
Another study conducted by the National Association of Broadcasters
focused on households that primarily receive their analog television
signals over-the-atr—and will therefore be most affected by the
transition—and reported that 57 percent of those surveyed were not aware
of the transition.

Federal Entities and
Other Stakeholders
are Facilitating the
Transition, but
Comprehensive
Planning and Risk
Management is
Limited

FCC and NTIA, in conjunction with other stakeholders, have taken steps
to facilitate the DTV transition. FCC has primary responsibility to regulate
the television broadcast industry for the federal government and has taken
a number of actions regarding the iransition. For example, FCC has
proposed and set deadlines to upgrade station equipment to send digital
signals. In addition, FCC has conducted periodic reviews to report on
transition progress and held a workshop for interested parties to discuss
transition challenges and issues. NTIA has statutory responsibility for the
converter box subsidy program, and it has issued a contract in preparation
for that program’s development. Private sector industries, including
broadcasters, manufacturers, and retailers have also begun preparing for
the transition. Despite public-private sector interaction designed to help
facilitate the transition, we found that no comprehensive plan exists for
the DTV transition. Among other things, a comprehensive plan can detail
milestones and key goals, which provide meaningful guidance for
assigning and coordinating responsibilities and deadlines and measuring
progress. Such planning also includes assessing, managing, and mitigating
risks, which can help organizations to identify potential problems before
they occur and target limited resources. We have previously reported on
the benefits of managing risks, including assisting other organizations
involved in high stakes efforts similar to the DTV transition. For example,
we credited one federal agency’s success in weathering the potential for

*While NTIA is not an official Coalition member, the agency has been participating in
Coalition activities since its inception, The Coalition, as well as FCC and NTIA, have
created Web sites providing information on the DTV transition and converter box subsidy
program. These Web sites are available for viewing at the following addresses:
www.divtransition.org and www.ntia.doc.gov/dtvcoupony/index hitml.
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critical computer system failures during the Year 2000 Computer
Conversion (Y2K), in part, due to reducing risks to facilities, systems,
programs, and services during the critical rollover period.

Progress in Consumer
Education on the DTV
Transition Has Been
Made, but Widespread
Implementation Is
Not Yet Underway

FCC and NTIA, along with industry and other private stakeholders, have
made progress in educating consumers about the DTV transition. For
example, FCC and NTIA have developed informational materials on the
transition and begun outreaching directly to consumer and stakeholder
groups. Both agencies are also involved with the Digital Television
Transition Coalition, a group representing over 160 business, trade, grass
roots, and other organizations whose purpose is to provide consumers
with information about the transition. Private industry stakeholders are
voluntartly taking the lead on planning public service announcements,
developing Web sites, and garnering media coverage on the transition.
While federal and private stakeholders have taken these initial steps, the
initiative is still largely in the planning stages and widespread efforts have
yet to be implemented. Further, because of the number of public and
private sector entities involved in consumer education efforts for the
transition and the timing, coordination and content of the messages they
produce, consumers might become confused over what steps, if any, are
necessary to avoid disruptions to their television viewing after the
transition date.

To identify the difficulties and challenges to consumer education and
outreach, we convened an expert panel to discuss consumer education
issues applicable to the DTV transition, including potential challenges that
may obstruct efforts and the key planning components of a consumer
education campaign that will help to overcome some of those challenges.
Expert panel members as well as other private and public sector officials

hall

highlighted several ct ges, as follows:

Prioritizing limited resources. With limited tirne and financial resources, it
is likely to be a challenge for stakeholders to determine how best to
allocate those resources within the carnpaign—for example, whether to
target a smaller audience over a set period of time, versus targeting a
broader audience over a shorter period of time.

FEdircating consumers who do not necessarily need to take action. Many of
the outreach efforts will be focused on educating consumers on what to
do to keep their television sets from going dark after the termination of
analog broadcasts. However, a large proportion of U.S. households will
not need to do anything—for example, because they have cable or satellite
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television service that will enable their analog set to continue to display
programming. Because many messages focus on the actions that
households that rely on over-the-air analog broadcasting need to take,
consumers unaffected by the transition may become confused and
purchase equipment they do not need. In our past work looking at a
similar digital transition in Germany, we have described this potential
cornfusion to cable and satellite households as a challenge of educating
consumers about the transition.®

Reaching underserved populations. Conveying the message to
underserved populations—for example, senior citizens, the disabled, those
residing in rural areas, or non-English speaking households will provide an
added challenge. For example, many groups outreaching to consumers
about the transition are doing so on Web sites, which may not be available
to people who lack Internet access or are less technically savvy. Another
challenge is providing information in a wide variety of formats, such as in
different languages for non-English speaking consumers and in text, video,
voice, and Braille for the disabled. Overall, a challenge of consumer
education is that those households that need to take action may be the
least likely to be aware of the transition.

Aligning stakeholders. Panel members and other industry representatives
also noted the challenge of aligning stakeholders—some of whom are
natural competitors—to work together. In our past work, we have
reported that federal agencies engaged in collaborative efforts—such as
the transition—need to create the means to monitor and evaluate their
efforts to enable them to identify areas for improvement. Reporting on
these activities can help key decision makers within the agencies, as well
as clients and stakeholders, to obtain feedback for iraproving both policy
and operational effectiveness.®

In addition to highlighting potential challenges, the expert panelists
identified the following key practices as important to planning a consumer
education campaign that will motivate consumers to take the steps needed

*GAO, Telecommunications: German DTV Transition Differs from U.S. Transition in Many
Respects, but Certain Key Challenges Are Similar, GAO-04-926T (Washington D.C.: July 21,
2004).

°GAO, Results-Oriented Government: Practices That Can Help Enhance and Sustain
Collaboration among Federal A, fes, GAO-06-15 (Washi D.C.: October 21, 2005).
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to avoid television viewing disruptions, as well as help to alleviate
identified challenges along the way:

Table 1: Key F ices for C ion F

col nication: caan , €.
a change in behavior. Define the objectives that will help the campaign mest those goals.

Analyze the situation Analyze the situation, including any competing voices or messages, related market
conditions, and key dates or timing constraints. Review relevant past experiences and
examples to identify applicable “lessons learned” that may help to guide efforts.

identity stakeholders Identify and engage all the key stakeholders who will be involved in communications efforts,

Clarify the roles and responsibilities of each stakeholder, including which entity or entities
will lead overall efforts.

goals

Identity resources Identify available short- and long-term budgetary and other resources.
Research target audiences Conduct audienice research, such as dividing the audience into smaller groups of people
who have relevant needs, p es and ch. istics, as well as measuring audience

awareness, beliefs, competing behaviors, and motivators. Also, identify any potential
audience-specific obstacles, such as access to information.

Develop conasistent, clear messages  Determine what messages to develop based on budget, goals, and audience research
findings. Develop clear and consistent audience messages; test and refine them.

{dentity credible messenger(s) Identify who will be delivering the messages and ensure that the source is credible with
audiences.
Design media mix Plan the media mix to optimize eamed media (such as news stories or opinion editorials)

and paid media (such as broadcast, print, or Intemnet advertising). ldentify through which
methods {e.g., advertising in newsprint ads), how often (e.g., weekly or monthly} and over
what duration (e.g., 1 year) messages will reach audiences.

metrics to Establish both process and outcome metrics to measure success in achieving objectives of
success the outreach campaign. Process metrics ensure the quality, quantity, and timeliness of the
contractor's work. Outcome metrics evaluate how well the campaign influenced the attitudes
and behaviors of the target audience(s) that it set out to influence.

Source: GAO analysis of expert panel discuseion

While still too early to evaluate the Coalition’s consumer education efforts,
the Coalition has employed strategies consistent with the key practices
identified by the expert panel. For example, the Coalition has identified
stakeholders and conducted focus groups to test and refine its consumer
messages. However, at the time of our report, it remains unclear whether
public-private sector interaction can ensure a consistent message to
prevent confusion or urmecessary purchases on the part of consumers.
Moreover, the absence of comprehensive planning to assess and mitigate
risks associated with the transition, including outreach efforts, may
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increase the potential for at risk populations not adequately preparing for
the transition.

NTIA Has Taken Steps
to Implement a
Subsidy Program for
Converter Boxes, but
Challenges Remain

NTIA has made progress in implementing the converter box subsidy
program, including soliciting stakeholder comments, meeting with
industry participants, and selecting IBM in August 2007 to administer the
program. The subsidy program’s outcomes depend on the coordination
and participation of NTIA, IBM, converter box manufacturers, retailers,
and consumers. Manufacturers and retailers are voluntarily participating
in the program, as NTIA does not have the authority to require their
participation. IBM will develop the technical solution for the program,
which includes determining how consumers will request, receive, and
redeem coupons, and how this will affect retailers’ current point-of-sale
systems.” NTIA and IBM will also be conducting consumer outreach
specific to the program. Figure 1 depicts the necessary, interrelated
actions for the subsidy program.

Figure 1: C ination of Group: in the Subsidy Program

2 & §
i ment retailes
Develop fechical  Submit comveriar bax Fgg';’,:;‘:,‘:,, '%wan systom
aaroon e o approw  O2arer bnas 22 Feailer coriication
comvertsr st for approvel  STrer b g ot
Cougon  Goupans
requeets

Buy boxes with coupons

As shown in figure 2, consumers can begin applying for converter box
coupons starting January 1, 2008, with NTIA requiring full distribution of
coupons to begin by April 1, 2008. IBM plans to distribute a limited number

"Point of sale systems record purchases, returns, and as well as send
the individual transactions to the company’s internal inventory and accounting systers.
They can also include an external component of ‘in real time’ communication with financial
institutions, merchant banks, or other sources to identify the validity of the method of
payment and authorize utilization of that method (credit card, debit card, gift card, check,
etc).
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of coupons from January through March 31, 2008 as part of its test
solution. Consequently, some consumers that request coupons in January
might have to wait months to receive their coupons. Complicating matters
is uncertainty regarding retailer participation and readiness. At the time of
our review, several retailers we contacted expressed concerns about the
possibility of a redemption system that would affect their point-of-sale
systems, noting that modifying these systems can be time-consuming,
resource-intensive, and expensive, and can affect their other financial
systems. Retailer representatives told us they will need more information
about the contractor’s technical solution before they could assess the
impact on their systems and whether it would affect their participation.
Further, they said that March or April of 2008—3 to 4 months after
consumers can begin requesting coupons—is a more likely time frame for
retailers to be ready to participate in the program. The extent to which
point-of-sale system modifications will be necessary and the potential
impact on retailers will remain unknown until IBM presents its technical
solution. With limited or delayed retailer participation, consumers might
face difficulties in redeeming their coupons for eligible converter boxes
during the designated time period. Some manufacturer, advocacy, and
retailer representatives we contacted expressed concern about
consumers’ ability to find participating retailers that are able to redeem
coupons and have converter boxes in stock The final rule does not require
remedies if certain geographic areas lack participating retailers and NTIA
does not have the explicit authority to require that participating retailers
maintain a certain level of inventory. Thus, it is uncertain whether
consumers with coupons will be able to locate a participating retailer with
converter boxes in stock.
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Soutce: GAO analysis of NTIA data.
“Manufacturer converter box certification has no specified end date.

Whil TP The vast majority of broadcast television stations already broadcast a
_e Most Television digital signal, with many of these stations prepared to turn off their analog
Stations Are signal on February 17, 2009. However, a number of technical and
ittin ot coordination issues remain, such as antenna replacement and tower

T'ransrm ga Dlgltal construction. In addition, cable and satellite television providers must
Slgnal, Numerous coordinate with broadcasters to ensure that they can continue ta receive

hni and transmit the digital broadcast signals after the transition. While not
Tec 'cal and required to cease analog broadcasting, some translator stations may
Coordination Issues choose to retransmit a digital signal, but others will convert the digital
Remain signal to analog and continue to broadcast in analog after February 2009.
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Broadcasters Face
Technical and
Coordination Issues

According to FCC, as of April 2007, approximately 93 percent of television
broadcast stations were transmitting a digital signal.* FCC reports that
nearly 1,200 of these stations already transmitting a digital signal have
been authorized to continue to operate on their current digital channel
after February 17, 2009, FCC states that these stations will have a
relatively simple transition to their final post-transition digital operation.
Additionally, FCC states that approximately 750 of these stations may now
already be or are very close to being ready for their post-transition
operations and will simply have to turn off their analog signal. For
example, managers representing 6 television broadcast stations that we
interviewed said they will face no major transition issues before February
17, 2009, and will only have to turn off their analog signal.

However, as discussed below, stations may encounter challenges in
completing their digital transitior such as, (1) antenna and equipment
replacement or relocation, (2) tower construction, (3) channel relocatior,
and (4) coordination with Canadian and Mexican governments.

Issues with antenna and equipment replacement or reiocation. One of the
major tasks that many television stations have to corplete to build out
their post-transition digital facilities is to install a digital antenna on the
top of the broadcast tower, where the analog antenna resides. According
to a broadcast industry official, many stations need to have their digital
antenna at the top of the tower in order to fully replicate the area that their
analog service covers. The broadcast industry official stated that stations
have two options in placing their digital antenna at the top of the
broadcast tower: (1) install the digital antenna to the top now, and buy a
new side mounted analog antenna, which would ensure that the analog
signal continues until it is switched off and that the digital signal would be
at full power; or (2) keep the analog antenna at the top of the tower until it
is turned off on February 17, 2009, then install the digital antenna at the
top of the tower. The industry official stated that both options, however,
present problems for broadcast stations. He said for the first option,
stations may have to purchase a new analog antenna, which will only be
used for a few months, and as a result of the analog antenna being side
mounted, stations’ analog broadcast coverage area would be reduced by 2
percent to 9 percent of the viewing market. Stations agreed that they could

®As of April 2, 2007, 1,603 of the i 1,722 li d television stations broadeast a
digital signal. Of the stations broadeasting a digital signal, 1,136 represent commercial
licensed stations.
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potentially have to reduce their analog service prior to the transition date.
For example, the owner of a station in Minnesota commented that it may
not be possible to complete the construction of its digital facilities without
significantly disrupting its analog operation as well as its digital
operations. The owner said the power of its analog signal would have to be
significantly reduced before February 17, 2009, affecting a large number of
its viewers. For the second option, problems include the digital signal not
being at full power until later in the year, and getting the necessary
authority to do this from FCC. Further, broadcast stations have
commented that the design, manufacture, and installation of new antennas
can take monihs to complete. For example, a company that owns five
television stations commented that it can take up to 6 months to design,
order, receive and install a new antenna.

Even when stations do have their digital facilities fully operational, they
might not broadcast their digital signal to the exact coverage area that
their analog signal covered.” For example, representatives from a
commercial television station told us that in order for the station to
replicate its analog service contour, it had to reduce coverage for part of
its digital contour. As a result, the station representatives said that the
digital signal will reach 15,000 fewer people, and that while many of these
homes will have cable and satellite to still receive the station’s signal,
some will not. As shown in figure 3, the digital signal coverage of a station
can differ from its analog signal coverage. Consequently, homes residing in
the light shaded areas relying on over-the-air signals might not be able to
receive the digital broadcast signals.

® This could occur due to changes, among other things, in channel number or antenna type,
location, and height.
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Figure 3: Example of a Station’s Digital Signa! Coverage Compared to Analog
Signal Coverage

i | Digital signaf coverage

{:_;__; Analog signal coverage

Saurce: FCS,

FCC has acknowledged that a reduction or termination of analog service
may be necessary if maintaining full analog coverage hinders the
construction and operation of digital facilities. FCC officials told us that
some loss of analog service is part of a tradeoff needed to ensure the
entire transition is as smooth as possible. FCC officials also said it is
difficult to replicate an existing signal contour, and is almost impossible to
exactly replicate a pattern. FCC stated that it is not always in the best
interest of the public to have a digital signal fully replicate the analog
signal because a digital signal can cause serious interference to nearby
stations. Further, FCC said that, in some instances, while contour shifting
may result in some viewers losing a station’s signal, other homes might
gain the signal of a station. For exarple, FCC said contour shifting might
disenfranchise 500 people in one area, but cover a new area with 10,000
people.

Issues with tower construction. According to FCC, a station that must
change its DTV tower locations may face considerable challenges,
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especially if the station must construct a new tower. FCC states that such
stations must consider whether there are any existing towers that can be
used or if a new tower must be constructed. FCC states that because of
the lead times involved in purchasing or leasing land with appropriate
federal government clearances, local and state zoning requirements, and
varying timelines for designing the new tower, ordering equipment,
delivery of equipment, and construction-related issues, stations must begin
planning as soon as possible in order to transition by the deadline.
According to a major television broadcast network, equipment
manufacturing constraints and the limited number of tower crews and
other key equipment installation resources available between now and the
transition date will impede stations’ movement to final digital channels by
February 17, 2009. Additionally, any work on towers could be hampered
by weather conditions for towers located in northern climates and on
higher elevations, Television stations commented that working on towers
in the winter months can be problematic, if not impossible. For example, a
major broadcast network commented that many station transmitting sites
are not readily accessible during the winter, especially to cranes and other
heavy equipment necessary for tower rigging and equipment installation.
In fact, the broadcaster commented that snow and ice make some of its
towers accessible only by a special vehicle from October until March.

Issues with channel relocation. According to FCC, approximately 600
stations will have to move to a different channel once the transition is
complete. Some of these stations are broadcasting on a temporary digital
channel and plan to relocate this digital channel back to their cwrent
analog channel. For example, one station we visited has its digital signal
on channel 16 but plans to relocate the digital signal to channel 9, which is
the station’s cwrrent analog channel and the channel number people
recognize for that station. Other stations will have to move to a completely
new channel once the transition is complete. According to a broadcast
industry association representative, television stations moving to another
channel will face some technical challenges. For example, the broadcast
representative stated that stations moving to another channel could cause
interference for their neighboring channels if they move too early or if the
neighboring channel moves too late. He estimated that there could be
interference issues for up to 300 stations and stressed the need for
coordination to minimize interference issues. Additionally, some stations
broadcasting an analog signal do not have a paired digital channel and
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plan to “flash cut” to their digital channel by February 17, 2009,
According to FCC, “flash cutting” may present challenges since it will
involve stations ending their analog television operations and beginning
their digital television operations on their current analog channel and, in
some cases, will require that a station change to a new channel to be fully
operational.

Coordination issues with Canadian and Mexican governments. Another
challenge for some stations located along the northern and southern
borders of the United States is reaching agreements with Canadian and
Mexican governments on the coverage of their digital signals that cross the
border. According to FCC, some stations may still have unresolved
coordination issues with Canadian and Mexican governments, Stations
have commented that coordination issues with Canadian and Mexican
governments might affect their ability to finalize their digital operations.
For example, a company that operates several stations near the Canadian
border commented that uncertainty about the stations’ final digital signal
coverage are preventing it from ordering equipment, scheduling tower
crews and making necessary changes to its transmitter buildings. The
company stated that if coordination issues cannot be resolved, the stations
would face significant additional costs in constructing their digital
facilities and could result in two of its stations discontinuing operations as
full power stations and rather, operate as low power stations. Another
station located near the Mexican border coramented that the station’s
digital channel allotment could result in the Mexican government delaying
or denying any request for coordination due to concerns about
interference with a station on the Mexican side of the border. The station
commented that any delay in coordination would result in the station not
having sufficient tire to construct its digital facilities. FCC officials told us
that they are in discussions with Canadian and Mexican governments to
resolve any coordination issues and expect the discussions to be
completed by January 2008, However, FCC has commented that if there
are situations where international coordination cannot be obtained,
stations might have to broadcast to a smaller coverage area.

sccording to FOC, “flash-cut” refers to the situation where 3 station gives up its pre-
transition digital channe] and transitions to digital service using its analog channel or a
newly allotted channel.
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Cable and Satellite
Television Providers Must
Coordinate with
Broadcasters to Ensure
They Continue to Receive
Broadcast Signals

Cable and satellite television providers face fewer challenges than
broadcasters with the DTV transition, however, there are technical issues
that need to be resolved to ensure they can provide digital broadcast
signals to their subscribers. For cable, FCC recently indicated its intent to
require cable to either carry both a digital and analog signal, often referred
to as a “dual carriage” requirement, or carry only the digital signal
provided all subscribers can view the signal.? FCC further indicated its
intent to require that high definition broadcast signals continue to be
carried in high definition format. According to FCC, this will ensure all
cable subscribers are able to view broadcast signals on their current
televisions -~whether analog or digital. We heard from cable providers that
there are key technical challenges needing to be resolved prior to the
transition. As previously noted, the technical and coordination issues
facing the broadcasters can vary from station to station, with some
stations moving to a new channel or changing the coverage area of their
broadcast signal. As a result, cable providers told us there is uncertainty
whether their cable head-ends will continue to receive the broadcast
signals.” For example, if a broadcaster’s digital coverage area differs from
its analog coverage area, there is a possibility the cable head-end would no
longer be able to receive that signal. A cable provider told us that it might
need to reposition its antennas or otherwise update its head-ends so that it
can continue to receive the broadcast signals. Further, the cable provider
said this issue could be particularly problematic in smaller markets where
head-ends rely on over-the-air broadcast to pull in the broadcast signals.
Consequently, cable providers will have to coordinate with local
broadcasters to ensure cable continues to receive local broadcast feeds. In
particular, we heard that cable providers need the coverage areas, or
signal contour maps, from broadcast stations as soon as possible to help
them identify problem areas.

The satellite television providers we talked to anticipate no technical
issues that will impact their subscribers’ viewable broadcast signals
following the transition date. However, similar to cable, satellite providers

""The FCC rules were adopted on September 11, 2007, but as of October 15, 2007, the final
ruling had yet to be published.

*Cable providers receive the local broadcast signals to their head-ends, while satellite
providers receive the local broadcast signals at local receiver facilities. This signal can be
received by the providers either over-the-air, across fiber, by microwave antenna, or other
means. Over-the-air signals could be lost completely based on changes to the broadcast
stations antenna placement or structure, but fiber and other means of receiving the
broadcast signal may require changes in equipment.
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have concerns about broadcasters’ coverage area changing such that the
satellite receiving stations will fall out of the coverage area resulting in a
lost or poorly received broadcast signal. Since satellite television operates
on a national platform, the satellite providers will have to coordinate with
all broadcast stations carried nationally.” To better coordinate and be
better prepared for the DTV transition, both cable and satellite providers
support broadcast stations making their transition plans public. Cable and
satellite providers indicated advanced planning will allow them adequate
time to make technical modifications to their systems, such as updating
their receiving equipment and testing signal strength and reception.

Owners of Translator
Stations Will Need to Take
Action in Order for
Viewers to Continue to
Receive Translator Signals

Unlike full power broadcast television stations, the February 17, 2009
deadline to cease analog broadcasting does not apply to translator
stations.” However, since transtator stations retransmit signals from full
power broadcast stations, owners of these stations will need to take action
to ensure broadcast signals continue to reach viewers. Translator stations
can either transition to digital or take the digjtal signal and convert it to
analog before transmitting it to their viewers. Those stations transitioning
to digital have two options; they can cease analog transmission and begin
operation of new digital transmitting equipment on the same date, or they
can operate a digital companion channel allowing them to deliver both
analog and digital signals. One broadcast industry association
representative said many translator stations will continue to transmit an
analog signal beyond the full-power analog shutdown date. The
representative told us that atthough many transiators will likely have
obtained the hardware to operate with the digital input signal by the
transition date, some stations will not have the necessary equipment.

If a translator station decides to convert the digital signal to analog and
retransmit the signal, there is a possibility they will not reach those
viewers who have purchased set-top converter boxes. According to a
broadcast industry association, there are some instances where translator
stations serve communities that receive at least one full-power television

"The two satellite television providers, EchoStar and DIRECTV, retransmait 1,500 local
broadeast signals and 1,200 local broadcast signals, respectively.

MAccording to FCC, translator stations are often used to deliver the only over-the-air
television service available in rural coramunities. Although some translator stations are
owned by full-power stations, many are either owned or rely on support from a local
government,
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station, which would necessitate those over-the-air viewers to obtain a
converter box. Since these areas will continue receiving both digital and
analog signals, there is concern that those people who buy a set-top
converter box that does not have analog pass through will have to turn
them off or have an external bypass arrangement to allow for over-the-air
signals to pass through their analog sets.

Our Future Work Will
Focus on the Progress
of the DTV Transition

We have work planned to assess the progress of the DTV transition. To
accomplish this, we will continue to monitor public and private sector
efforts related to the transition, including consumer outreach, the
converter box subsidy program, and technical issues. Specifically, we will
review consumer education programs and plan to conduct a series of
consumer surveys throughout the year prior to the transition date. The
surveys we conduct will be aimed at determining the population that will
be affected by the DTV transition and public awareness of the transition.
In determining the affected population, we will look at the percent of the
population relying on over-the-air broadcasts for their primary television,
as well as the percent of the population with non-primary televisions being
used to watch over-the-air television. Additionally, we will review the
demographic characteristics of the affected population to determine what
groups might be most disrupted by the transition. We will survey for public
awareness of the DTV transition, and specific knowledge of the {ransition,
such as when the transition will take place. We will seek to determine the
level of public awareness of those who will be affected by the transition
and awareness of the converter box subsidy program and other options for
viewing digital signals after the transition. We plan to report on changes in
consumer awareness over time by conducting surveys throughout the
transition process. Furthermore, we will continue to monitor government
and industry consumer education efforts and will analyze the efforts
compared with key practices for consumer outreach. We will also monitor
the outcome of FCC’s notices of proposed rulemaking regarding the
transition and collect details on IBM's consumer education plan as they
become available. To monitor the implementation of the converter box
subsidy program, we plan to continue reviewing the steps taken by NTIA
and IBM in administering the subsidy program. In addition, we plan to
survey broadcasters to obtain their perspectives on the technical issues
that must be addressed prior to the DTV transition date.

Mr. Chairman, this concludes my prepared statement. I would be happy to
respond to any questions you or other Members of the Committee may
have at this time.
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Mr. MARKEY. We thank you, Mr. Goldstein, very much, and we
thank each of our witnesses.

The Chair will now recognize himself for a round of questions.
I am going to begin with you, Mr. Goldstein.

You have testified here this morning that the Federal Govern-
ment lacks an overall DTV transition plan, that it has no plans to
monitor the transition and has no contingency plan should the
transition run into problems.

What in your judgment is the biggest threat to the overall suc-
cess of the transition that could be mitigated if the Federal Govern-
ment engaged in comprehensive planning?

Mr. GOLDSTEIN. Mr. Chairman, we felt with respect to the over-
all planning that there were not strategic goals, that there were
not strategies and resources that were defined, that there was not
an identification of key stakeholders, that there was not a risk
mitigation plan that would have included understanding the alter-
natives, should issues arise that had been undeveloped and unprec-
edented, and so that really concerned us.

We are not advocating that the Government take over control or
be a czar, but the Government, particularly the FCC in its role of
being in charge, essentially, of the Government’s spectrum and of
the airways, we felt had a broader responsibility to be able to en-
sure that the risks in the transition be mitigated as best as pos-
sible, because otherwise the challenges that we talk about in our
testimony in all of its aspects, whether it is consumer education,
whether it is the ability to have a box, whether it is some of the
technical issues related to ensuring that the footprint of the analog
and digital airwaves that people are still able to receive even if
they—even if you go out and you get a box and you have that box,
if the broadcast companies and the cable companies have not had
sufficient conversation to determine whether or not cable head-ins
can still receive the broadcast signal, you are still going to have
consumers who are in the dark.

So there are still plenty of issues that need to be dealt with. And
we think that greater coordination and greater communication at
all levels are necessary. And this can be done, we think, best
through having a more comprehensive planning process that the
Government at least ensures gets underway with the private sector
involved.

Mr. MARKEY. Thank you, Mr. Goldstein, very much.

We do not want to make anyone a czar either. The Russians
killed the czar. We want to make them Tom Brady. That is our
goal and our effort.

Let me ask you this, Mr. Kneuer. As I understand it, the NTIA
will not reissue a coupon if a consumer’s coupon expires after 90
days. So tell us what would happen in the following situation:

A consumer has a coupon for a converter box. On the 90th day,
the consumer goes to Best Buy to use the coupon, but Best Buy
does not have any boxes in stock. As a consumer, although I have
procrastinated until the last day, I have done what I am supposed
to do.

What happens at that point? Am I out of luck?

Mr. KNEUER. One of the things we are talking with retailers
about is precisely the circumstance you described, that a consumer
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comes in—whether it is the 90th day or it is the 15th day—and
there are not boxes in the stores. It is whether or not they can con-
clude that transaction with the consumer in the store, either treat
it as an online transaction for the consumer to come back or to
have it delivered to their home or to have the consumer come back
and pick it up at that time. So we do want to make sure that con-
sumers are not disenfranchised in that circumstance.

The more systematic approach is to encourage the broadest pos-
sible participation by retailers and the broadest possible

Mr. MARKEY. It should not be a requirement, though.

Should it be a requirement that retailers have to honor that cou-
pon if they have walked into the store before the 90th day?

Mr. KNEUER. That is something we can look into making an af-
firmative requirement as a business case in the program. It is not
currently included in the program.

Mr. MARKEY. No. What I am saying to you is that I recommend
to you that you make it a requirement. That is, if the retailer is
participating in the program and someone shows up and they are
representing themselves to have these boxes, what about the issue
of then should the retailer then have to ship it free of charge to
the consumer if they did not have it in the store?

Mr. KNEUER. I do not think we have authority to require addi-
tional subsidies if it is part of their normal mail order process. If
they do things free of charge or if they charge for the mailing of
it, I do not think that in our program we would have the authority
to require that——

Mr. MARKEY. But do you have the authority to require them to
have boxes in stock?

Mr. KNEUER. No, we do not have the authority to require supply
chains. We do not.

Mr. MARKEY. So what do you get for participating? They can rep-
resent that they have them. People show up. “We do not have
them, but we have this wonderful digital TV set here. Why don’t
you buy the digital TV set? We do not know when we are going to
have those converter boxes that we advertised in the newspaper
saying that we have.”

So how do we handle that situation? It is rife with potential for
a bait and switch.

Mr. KNEUER. Sure. Sure. That is sort of obvious consumer fraud,
a classic bait-and-switch campaign where they advertise “We are
your DTV coupon eligible box headquarters,” and they do not have
boxes; they just have $500 TV sets, and they are doing hard sells
on consumers.

Our vendor, who has responsibility for the retailer relationship,
for certifying retailers, is going to be doing spot checks in stores to
make sure that they are educating their consumers, that they do
have

Mr. MARKEY. But what conditions can you put on retailers in
order to make sure, if they are going to represent they have these
boxes, that they have them and, if the consumer shows up, that the
retailer will provide them to the consumer and that there is no
extra charge if they are out of those boxes at that time?

Mr. KNEUER. If we found evidence of a retailer that was consist-
ently out of stock, there may, in fact, be times that a retailer does
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run out of boxes, but if we had reports or evidence that there was
a consistent pattern, we would have the ability to decertify those
retailers.

Mr. MARKEY. Right. So, again, the coupon has expired; there is
no box; it is not the consumer’s fault; it is the retailer’s fault. What
are we going to do for the consumer?

Mr. KNEUER. Irrespective of whether it is the 90th day or the
15th day, in our outreach and in our conversations with retailers
we are raising this issue with them. Can you execute the point-of-
sale transaction

Mr. MARKEY. But what do you do if they do not comply? What
if they don’t? What are you going to do?

Mr. KNEUER. If they do not agree to have those sorts of processes
in place?

Mr. MARKEY. Yes. What are you going to do to them?

Mr. KNEUER. Those are the sorts of things that we are working
through on a business case with the retailers.

Mr. MARKEY. Yes. I think the retailers have to know up front
what you are going to do to them, and then they will comply. If
they think you are going to be counseling them at the 90th day,
just talking to them, then unfortunately there are going to be too
many consumers out there who will be walking around a store,
without any converter box being in it, now being counseled by this
salesman, “You know these new digital TVs only cost $350. You
should get one of these anyway. Why wait?”

So why don’t we try to figure out some way of having a real set
of sanctions that can be imposed upon them and that they know
about it and that they are being told very clearly what will happen
to them if they do not honor that coupon as it is being presented.

Mr. KNEUER. Throughout our relationship with retailers and in
designing this program, we want to balance those sorts of require-
ments on retailers with also having it be a program so that we
have a very broad cross-section of retailers. There may be rural
stores or smaller retailers that are not part of big chains and that
do not necessarily have the capability to do shipping and trans-
actions of that kind. So we want to make sure that we are doing
everything we can to make sure the retailers are educating con-
sumers and that retailers that participate in this program are not
engaging in those sorts of fraudulent activities. But we also want
to make sure that we are not raising burdens that exclude classes
of retailers that may serve people in other communities other than
the large——

Mr. MARKEY. OK. Again, what I am saying is, in my district
where we have all big stores, I just want them to know that there
is going to be a penalty. Now, it sounds like you want to make a
rural America exception, that rural Americans can be treated dif-
ferently, those consumers. Then if you have got a separate set of
protections for rural Americans that is not as stringent as for
urban and suburban, I would like to hear that. But I think where
there are big stores, there should be.

Mr. KNEUER. No. We absolutely will have sanctions. If there are
retailers that are actively misleading customers and that are con-
sistently out of supply, and we have evidence to the fact that they
are using this simply——
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Mr. MARKEY. I am saying even beyond consistently.

I am talking about that consumer who is standing there. They
do not know anything, and they have to have some protection. The
store manager has to be there to say, “But we are going to honor
it. Do not worry. We will get it for you in a week.”

Mr. KNEUER. That is why we are in discussions with retailers,
to find out what their capability to do that is. It is certainly some-
thing that we want them to be able to do, to make it as easy for
consumers and to not disenfranchise consumers when they show up
at the end of the expiration date.

Mr. MARKEY. OK. Well, I think there have to be very firm re-
quirements that are placed upon these stores.

My time has expired.

The Chair recognizes the gentleman from Michigan, Mr. Upton.

Mr. UpTON. Well, thank you, Mr. Chairman.

I have a number of questions as well, and I just want to say that
as I and as Chairman Markey have indicated, do not get between
us and our TVs. We all have our own MOs as we watch the pro-
gramming that we do, and I for one have already seen the ads that
have been on my cable company a number of times over the last
couple of weeks. In fact, I know, based on some constituent con-
versations, that our constituents are beginning to get a glimmer of
the changes that are there, and it is not too early for this process
to begin because they want to be ready. Particularly for those with
over-the-air broadcasts—of which, though, I have cable at my home
in Michigan—clearly those questions are starting to be asked. And
I think that it is important for folks to realize if they have—I made
a speech this morning at breakfast. If you have a set with cable
or satellite, really you do not need to worry about getting that cable
box.

The question, Mr. Chairman, that I have for you is: as people are
beginning to watch these ads, they are beginning to say, “Where
do I need to get the box?” it is my understanding that they are
going to be available in many retailers after the first of the year.

Where are we in terms of the number of boxes that are certified?
How many do you think that we will have certified and ready to
go to the store shelf by the first of the year?

I understand that—I think behind Mr. Kneuer—oh, there it is.
Is that bigger than your TV?

Oh, Markey left. I do not know if that is bigger than Mr. Mar-
key’s is. Is that bigger than your TV? Do you see the converter box
over here? You are not going to electrocute yourself.

John, hold it up for him to see.

Mr. KNEUER. I think this is, in fact, the very first box.

Mr. UpTON. Has that been certified?

Mr. KNEUER. This is a certified box. We have certified multiple
boxes from multiple manufacturers. We have a huge expression of
interest from lots of manufacturers.

The way the system works is in order to get certified, they need
to submit boxes to us for testing. We are working under an MOU
with the FCC and are using their labs, but we test them to make
sure that they perform the function for which they are designed,
which is the digital—
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Mr. UPTON. So how many have been certified already, how many
different boxes?

Mr. KNEUER. We have multiple boxes from multiple manufactur-
ers. I think we have three.

Mr. UpTON. Three so far? How many do you expect that we will
have ready by the end of this calendar year?

Mr. KNEUER. I would not hazard or make a guess as to the total
number, but we have had boxes submitted by major manufacturers
and have a very large expression of interest from multiple supply
sources.

Mr. UptoN. Of those that have been certified, are they already
in production, then? Are they getting them ready in the ware-
houses to be shipped out?

Mr. KNEUER. That is my understanding, yes.

Mr. UPTON. Mr. Goldstein remarked in his testimony that he was
aware that perhaps some of the major retailers were not quite
ready for the boxes. Have you found that? Have either of you—I
know this is probably more of a question for, I guess, IBM, and we
are going to have another hearing later on this month. What have
you heard?

Mr. KNEUER. One of the things that we focused on in putting out
our request for a proposal was how would you deal with retailers
and how would you make this a program that would be nondisrup-
tive to the ordinary retailer operation.

As to the point-of-sale issues that Mr. Goldstein was talking
about, in fact, it was IBM’s experience in point-of-sale and back-of-
fice software sorts of issues that that was one of the stand-outs of
their proposal. In fact, the retailers that we have spoken to are
very comfortable with the IBM point-of-sale system. In fact, IBM
has designed point-of-sale operations for large retailers, so it is a
system that——

Mr. UPTON. So you have talked to Best Buy and to Radio Shack
and to Sears?

Mr. KNEUER. CLC, our vendor who has responsibility for the re-
tailer outreach, is in negotiations and discussions with a large
number of the top, I think, 50 largest retailers. Like I said, then
we are also reaching out to small, local retailers. We are sending
out 25,000 letters to those small retailers.

Mr. UPTON. Do you see any distress signs thus far?

Mr. KNEUER. No.

Mr. UPTON. Again, I know it is going to be the focus of another
hearing.

Mr. Goldstein, where did you get your information? Which retail-
ers seem to be posing some problems or not having the right infor-
mation?

Mr. GOLDSTEIN. Congressman, we talked to a number of different
retailers, and I would be happy to provide that information to you
later on. We can tell you which ones and the like.

We did talk to IBM just the other day, because we are continuing
our work, of course, and in our discussions with IBM, they did indi-
cate that they are in serious negotiations with 23 large retailers
right now. But they do not have a target date right now as to when
they are going to be ready to redeem the coupons, and they are
seeking input from the retailers for this.
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Mr. KNEUER. I think part of that disconnect may have been that
the retailers had yet to have those conversations with IBM. And I
think as they are having those conversations, they are getting a
very high degree of comfort that the point-of-sale issues are going
to be very miniscule.

Mr. UproN. What I have heard from the retailers that I have
talked to is that they are excited about this new product because
they are going to have a new product that will bring people to their
stores, and that they are anxious to get it on the shelves so that,
in fact, they can begin to redeem—I mean, it is a product that they
want and want to be able to sell.

Mr. KNEUER. When we deliver the coupon to consumers, we will
send them not just the list of certified eligible boxes by serial num-
ber, but the name of retailers and the locations of those retailers
by their Zip Codes. So, if you request a coupon and it gets sent to
your Zip Code, there will be a geographic range saying, These are
the stores in your community that you can go to. And I think re-
tailers will want to be on that list.

Mr. UproN. OK. I yield back.

Mr. DOYLE [presiding]. Thanks, Mr. Upton.

The Chair will now recognize himself.

Mr. Kneuer, I just want to follow up on something Chairman
Markey asked you about.

Now, your contractor has the ability to track these individual
coupons through the system from issuance to redemption; is that
correct?

Mr. KNEUER. That is right.

Mr. DOYLE. It seems to make sense to me that if they can be
tracked, you can also track to see if someone’s coupon expires, and
you will know if someone used it.

Mr. KNEUER. That is right.

Mr. DOYLE. So I can think of many good reasons, in addition to
what Mr. Markey brought up, if someone goes to a store a couple
of times and they are out of the boxes, or someone is deployed in
Afghanistan or in Iraq, or some senior citizen’s grandkids are going
to hook up the box and are not going to come until Thanksgiving.
There are just a lot of reasons.

If you can track these coupons and you can see when they have
expired, why not err on the side of the consumer and just put them
to the back of the line and reissue these coupons?

Mr. KNEUER. The statute says that consumers may request up to
two coupons and that they expire within 90 days. So I think the
statute constrains our ability to reissue coupons, to issue more
than two coupons, or to allow them to go beyond 90 days.

Mr. DoYLE. Why not fix the statute? I mean why not make this
consumer-friendly? If we can track these coupons through the sys-
tem, and we have the ability to do that, I mean why not just
change the statute and make it more friendly to the consumer?

Mr. KNEUER. I would defer to the Congress on the change.

Mr. DoYLE. Yes, I think maybe we should think about doing that
because it should be more consumer-friendly.

Chairman Martin, we do not want a czar, but what is wrong with
a benevolent dictator or a guru or something like that? Why not
have someone at FCC quarterbacking this thing to make sure that



259

all of the various private sector groups that are going to be doing
this outreach and information are coordinated in those activities?
Why not have someone making sure that the message that is being
put out there is clear?

Mr. MARTIN. Oh, I do not think I have any problem with—and
I think the Commission is involved in trying to quarterback a lot
of these issues, as you would say.

I think that the issues that we are discussing from GAQO’s stand-
point involve technical issues, policy issues and education issues
that are related to the box program. And I think the Commission
is very involved in trying to set frameworks, timeframes, and goals
for us to reach on the technical issues and on the policy issues.

I think that the consumer education issues and the DTV box pro-
gram are ones that are not solely in the FCC’s control. That is
something that we work on jointly with NTIA, and I think that the
Commission is actively working on coordinating those efforts. Some
of the resources that Congress decided on should be provided NTIA
to coordinate the DTV box program. They should be responsible for
$5 million in the education budget.

As you indicated in your opening, we do not even actually have
the $1.5 million. That is in this year’s budget request. We re-
quested money last year, and we received none from Congress on
doing DTV education.

So I do not have any problem at all with the Commission’s tak-
ing an active role and trying to be involved in these issues, and I
think we are.

Mr. DOYLE. As to what you have just said, NTIA is going to
spend $5 million which is a drop in the bucket of what needs to
happen. I mean the bulk of the real money that is going to get
spent educating consumers is coming from the private sector. It is
going to be the cable industry’s spending however much they are
spending and the broadcasters’ spending however much they are
spending. As I said in my opening statement, we have to remember
these people are also competitors, and so the question is: What
kind of message—predominantly, the message consumers are going
to hear is going to be the $200 million cable message and the $500
million, whatever that figure was, broadcaster message. The $500
million NTIA message—we run campaigns here, and we know
what rating points are. If I am spending $50,000 on my message
and Mr. Upton is spending $5 million on his, people are going to
hear his message, not mine, and he is going to win. So the message
that our consumers are going to hear is really going to be a mes-
sage of the broadcasters and the cable industry who are competi-
tors, and not the government that does not have a vested interest
in the message.

So how do we make sure who on the Government level, whether
it is NTIA or the FCC, is sort of watching all of this and is making
sure that consumers are getting a clear message?

Mr. MARTIN. Oh, I think it is going to relate to the coupon pro-
gram. I think NTIA has to be the one that is watching it to make
sure that those messages get to consumers about their rights and
their responsibilities related to the DTV coupon program. I think
that has to be NTIA. That program is a part of their responsibility.
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On the general DTV transition, I think the Commission would
end up being the one watching to make sure that those messages
are not misleading and that they are informing consumers in an
appropriate way.

Now, I am hesitant to say that we would be editing those mes-
sages ahead of time. And I think that that is what you were saying
about you are not sure that there is a need for a czar, so to speak,
of this. But I think the Commission is involved, and should be, in
working with the industry to make sure that the messages that
they are going to put out are going to be targeted to be the most
effective.

I think that in addition to the voluntary efforts that the industry
has put forth, we have proposed, as Chairman Dingell and as
Chairman Markey have suggested to us, that we have certain re-
quirements for certain kinds of messages that should be put out.
For example, a PSA campaign in scrawls that would be put out by
broadcasters to inform their viewers, we would dictate that it
would have to be done during certain day parts, and it would in-
crease in frequency as we approach the transition.

On those messages that we are requiring, I think that we would
have a more direct role in supervising them, just like in the mes-
sage that we require the consumer electronics distributors to put
out for the tuners to say, “Here is the message you have to tell con-
sumers if you are selling a television without a digital tuner.” Simi-
larly, I think we will be involved in the message when we are re-
quiring the industry to actually put that forth. It is different from
the voluntary messages that they are putting out.

Mr. DOYLE. So, if you see messages coming out of the broad-
casters or out of the cable industry or out of the private sector that
you think are not clear messages to the consumers, the FCC will
step in and take action?

Mr. MARTIN. Yes. I think that if they were not clear or they were
misleading messages, I think, yes, we would step in.

Mr. DoYLE. OK. I see my time has expired.

I will now yield to the ranking member, Mr. Barton, from Texas.

Mr. BARTON. Thank you, Mr. Chairman.

A point of full disclosure. When we designed this program 2 or
3 years ago, we could have gone either way. We could have had a
regulatory model telling the Government exactly what to do, and
when to do it, and who has got to do it; or we could kind of set
a loose framework, provide some funding and trust in markets. We
decided on the latter, to do the market.

I say that because I have listened with interest to what Chair-
man Markey and Congressman Doyle have said when kind of
painting these worst-case scenarios. And I would have to say that
if we used the same analysis in each of our campaigns, every mem-
ber of this committee and in the Congress gets here because we get
elected. We get elected every 2 years, in November.

If the GAO went down to the sixth district of Texas, which I rep-
resent, and did an investigation of my campaign today, they would
find out I am not doing any advertising; I do not have my volun-
teers manning the polls; I am not actively out doing advertising on
radio or TV or in the newspapers. I do have $2 million in the bank.
I know when the election is, and I am comfortable that when the
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appropriate time comes, I will put the campaign together, and
hopefully the voters will reelect me. But I am not doing it today.

Now, to go to Mr. Markey’s question to Mr. Kneuer, I do not
know how it is going to work in everybody’s households. But in my
household, what will probably happen is, sometime around Christ-
mas of 2008, my wife will say, “Joe, you know that DTV conversion
is coming up. Have you got the converter boxes?” I will say, “No,
Terri, but I will get it done.” And I will not do it. Then on February
the 19 or whatever the exact date is, I will get up and I will turn
the TV on, and I will say, “Darn, the TV is not working.” Terri will
say, “Well, Joe, did you go get the converter box?” I will say, “No,
I did not.” She will say, “Well, you had better go get it.”

Now, I do not plan ahead, so I will just go to the nearest place,
which I think is a Radio Shack, and I will walk in with my little
coupon that has been provided to me by mail—or the debit card—
and I will say, I want my two converter boxes.

Now, let us say that there has been a run on converter boxes at
that Radio Shack. They will say, “I am sorry, Mr. Barton, but we
are out of converter boxes.” I am not going to call Mr. Markey or
the FCC, I am just going to go to Wal-Mart. Now, my wife would
call ahead. She would say, “Do you have converter boxes?” but oil
is only $90 a barrel, so I will just hop in the SUV, and I will drive
around until I find one.

I do not think we need a regulatory model where there is a pen-
alty if Radio Shack does not have the converter boxes. Somebody
will have them at Best Buy, Circuit City, K-mart or Wal-Mart. You
can get them on the Internet. Somebody will have a converter box
for the Joe Barton household, you know?

I am just not concerned as much as the chairman and as some
of my friends on the majority that this thing is all going to go to
heck in a handbasket. Because I trust markets, I trust self-interest,
I trust the ability of people to visually become cognitive that some-
thing different is going to happen and to take active steps to make
sure that they are ready for it. I just believe that.

Now I want to ask you, Mr. Kneuer: Do you think that you have
got adequate funding to provide the coupons for the converter boxes
that will be necessary? Do you think the money that is in the law
is sufficient?

Mr. KNEUER. I do. If you go by the various estimates that we
have been quoting here this morning, on demand, if we access the
entire $1.5 billion, we have the ability to fund more than 30 million
coupons, and that is in excess of any of the predictions of demand
that we have seen.

Mr. BARTON. I will ask Chairman Martin. Do you feel the FCC
has got a handle on the technical issues that are involved with the
down conversion at the cable head? I know there has been some
concern about that. Do you feel like your staff and the experts at
tOhe?FCC can work with the cable industry to make sure that works

K?

Mr. MARTIN. Yes, I do. I think that we have been working on
that, and that was one of the important issues we tried to address
just recently in September when we made sure that we were work-
ing on the requirements to make sure that the cable consumers, in-
cluding the analog consumers, are still able to watch those——
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Mr. BARTON. I see that my time has expired, so here is my last
question.

Forget all of the concern about everything else. I want to ask
each of you three gentlemen: On a personal basis, do you feel that
you have enough time to convert your television sets by February
2009, or is there something the Government needs to do to help
you get ready to do that in the next year and a half?

Mr. KNEUER. I am all digital.

Mr. BARTON. You are ready.

What about you, Mr. Martin?

Mr. MARTIN. I am ready.

Mr. BARTON. What about you, Mr. Goldstein?

Mr. GOLDSTEIN. I am ready as well.

Mr. BARTON. All right, that is three. OK. I think we are going
to make it, Mr. Chairman.

With that, I yield back.

Mr. MARKEY [presiding]. I thank the Chair.

The Chair recognizes the gentleman from Texas, Mr. Gonzalez.

Mr. GONZALEZ. Thank you very much, Mr. Chairman.

My questions will go to Secretary Kneuer and to Chairman Mar-
tin.

When we had a hearing back in March, in our staff memo—we
need to commend that, by the way. Their memos are so excellent.

Let me read something here.

By law, the coupon program must begin on January 1, 2008 and run through
March 31, 2009. For the initial $990 million minus up to $100 million in administra-
tive expenses, all U.S. households will be eligible to apply for up to two such cou-
pons worth $40 each. If the initial funds are not adequate, the ad permits NTIA
to certify that the program needs additional funds up to $510 million, bringing the
cap total for the coupon program to $1.5 billion, minus up to $160 million in admin-
istrative fees. For these additional funds, the NTIA has chosen to restrict eligibility
to exclusively over-the-air households. Households that subscribe to cable or satellite
but that also have over-the-air television sets will not be able to receive coupons for
this portion of the funding. Consumers requesting coupons during this stage will

have to self-certify to NTIA that they do not subscribe to cable, satellite or other
pay television services.

Now we fast-forward, and I will read from today’s memorandum,
because that was March. Come September, the FCC does issue a
ruling, and—if I can find the relevant part here. This is from to-
day’s memorandum:

It has long been assumed that cable operators would accommodate their subscrib-
ers with analog television sets by down-converting broadcasters’ digital signals to

analog, and the head-in are providing subscribers with set-top boxes that down-con-
vert a digital program into analog. Though, there was some concern * * *

and it goes on about a couple of areas

*** in September, the FCC adopted rules to ensure that all cable television sub-
scribers, including those with analog equipment, can receive all local broadcast tele-
vision signals after the DTV transition. Approximately 35 percent of all television
homes, or 40 million households, subscribe to analog cable.

It seems to me that, if we had had that in place, maybe we would
not have had that memorandum, Mr. Kneuer, as to how we would
proceed with the first portion of the money and then proceed to the
second. Please educate me on this. It appears to me that you prob-
ably, as a result of the FCC’s ruling in September, have captured
a huge audience.
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Will you now have a situation where people who have no need
for the converter boxes—and you are going to say, “Why would they
go and get one if they do not have any need?” that is because cer-
tain things reside in the hearts and souls of certain people in this
country. They would go over there, redeem the coupons, the vouch-
ers, and get a converter, when in fact they have an analog TV, but
because the cable company is obviously reconverting at the head-
in, there is no need. So why in the world would you do that? Well,
because they know that Mr. Markey and Mr. Barton are probably
right, that there are probably going to be additional outlets for
boxes, black markets and such, because the only ones who would
have had to certify that they truly needed it would have been that
second batch of individuals that seemed to be, really, the total uni-
verse that we are going to be mostly concerned with.

What are the consequences of the September accommodation or
ruling by the FCC on the original plan on how we were going to
divvy up the monies? That is the first part of the question. But
time goes on, and I want to give everybody enough time. So that
is the first question to both the assistant secretary and to the
chairman.

Then the second question, Mr. Chairman, is going to be—and I
appreciate what you are doing regarding the multicast aspect of it.
I am just going to assume something. Correct me if I am wrong.

If we allow the reconversion of digital to analog at the head-in,
what does that do to capacity? What does that do to the ability of
the cable company to actually free up that space where we can
have additional channels?

Now, I may be totally wrong on the technology, and I do not un-
derstand it, and I do want you to educate me on that because I
know I have checked with my Time Warner people in San Antonio
and, in essence, I think one digital signal is the equivalent of, I
think, six analog signals, the same space. And I am not really sure
if that is an accurate description. How does that impact your vision
regarding multicast? And then you predicate it on additional space.
I always try to reduce it to the most simple analogies.

So the first part of the question: What are we going to do with
all of these people who really do not need boxes, but they purchase
them? Let us just say that could happen.

Mr. KNEUER. When we designed the program and looked at that
issue, looking at the legislative history and the record that we de-
veloped, we always expected that cable households would continue
to have television in one form or another after the conclusion of the
transition. There was also the realization that many cable house-
holds and satellite households have additional television sets that
may not be hooked up to their service provider. The conclusion was
that this transition was going to have a very broad impact across
households and across American consumers. So we wanted to make
the availability of financial assistance very, very broadly available,
so we had no restriction on eligibility for the first $1 billion. If you
are a cable household and you have additional sets that are not
hooked up to the service provider—you have got Mr. Markey’s set
in the bathroom that you use in the morning—you ought to be able
to get financial assistance if that is what you want.
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We wanted to shift the focus with the second $500 million to
make sure that if demand started to outstrip the capacity of the
program, that we would focus the resources to make sure that no
household would completely lose access to television, without finan-
cial assistance. So those cable households would still have access
to television after the conclusion of the date. Households that rely
exclusively on over the air would be most at risk of losing television
altogether, so we wanted to make sure the money went as far as
it could possibly go to serve those consumers who most need it. And
I would not change our decision based on the action that they took
in September.

Mr. GONZALEZ. Chairman Martin.

Mr. MARTIN. The action that we took in September was in doing
our best to protect as many consumers as possible so that the ana-
log cable consumers who subscribe to analog cable today will be
able to watch broadcast TV the day after the transition, just like
they did the day before.

Some of those consumers may have other televisions that are not
hooked up to cable. And I think that is what Secretary Kneuer was
referring to, that they might still want to apply for a coupon. I
would leave it up to the discretion of NTIA to determine how to uti-
lize their limited resources to prioritize who should be at the top
of and in the front of the line. What we are doing is trying to make
sure that we can do everything we can to put the burden as less
as possible onto consumers.

As to the second question
. Mr. GONZALEZ. And I misspoke. It is one digital equals six ana-
og.

Mr. MARTIN. It is actually—there are disputes about how many
digital signals can fit within what used to be the capacity of taking
up an analog channel on cable. Some people say six; some people
say up to 20. There is something in Comm Daily today that says
up to 20-some, people claim. But regardless, when you switch over
the cable system from an analog channel to a digital channel, you
can fit in a lot more channel capacity. So I think that even if you
just required carriage of the multi-casted signals on the digital tier,
there seems to be significant amount of capacity on the cable sys-
tems. They could end up taking that on, and it will have a signifi-
cant positive impact on the reach of those additional broadcast sta-
tions.

Mr. GONZALEZ. Thank you very much.

Mr. MARKEY. The gentleman’s time is expired. The Chair recog-
nizes the gentleman from Oregon, Mr. Walden.

Mr. WALDEN. Thank you, Mr. Chairman. I appreciate the oppor-
tunity to ask just a couple of questions. I just want to make sure,
for t}‘)le record, coupons are due out and available by January 1
20087

Mr. KNEUER. January 1, 2008.

Mr. WALDEN. And how would somebody get that coupon?

Mr. KNEUER. Either by phone, by mail, by fax, over the Internet.
They can call on the phone and give their information. They can
get on the Internet, and there will be a form available. There will
be forms in hard copy generally available from a variety of sources.
And so they can either mail that in or fax that in.
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Mr. WALDEN. How many people are likely to apply?

Mr. KNEUER. In January?

Mr. WALDEN. Total number available to apply, you estimate?

Mr. KNEUER. The eligibility is for all U.S. households. And a va-
riety of different sources are coming up with different predictions
on demand. We are doing some polling and things on that as well.

Mr. WALDEN. And what do you think?

Mr. KNEUER. Fewer than the 30-plus million that we have an
ability to fund.

Mr. WALDEN. The reason I ask that is that I am assuming it is
going to be in the $15 to $20 million range, I don’t know. I am kind
of pulling a number out of the air, as we all probably are right
now. I remember going through the signup for Medicare prescrip-
tion part D. There was an overwhelming of the phone system.
There was a problem with the Internet system, all of that, as con-
sumers tried to sign up for prescription drug coverage. You might
want to talk to your friends at HHS about their lessons learned
from that process as you go into, especially the dial-up part. Be-
cause of the waits on phones were very long and very frustrating,
obviously, for folks. So, January 1, the coupons should be available
to apply for. And how long would it take for a consumer to get that
coupon back after they apply, if they go online? What are your folks
telling you?

Mr. KNEUER. For the very early phases of the program, we are
going to manage the distribution of the coupons that we get re-
quests for based on the availability of boxes and the availability of
retailers. So if there is not widespread availability of boxes and
widespread retailer participation in early days of 2008, we probably
wouldn’t send those coupons out until we had that visibility. But
once the full system is in place, it will be a matter of days on the
turnaround getting into the mail from the time we receive the re-
quest.

Mr. WALDEN. It strikes me that that is going to be a frustration
point for consumers who apply and don’t get it. And maybe they
were going to go 60 miles away outside of their Zip Code to get a
box, and they can’t do it.

Mr. KNEUER. We have the ability to adjust the program in lots
of different parameters throughout the entire part of the program.
So the early forms will probably indicate expect a number of weeks
for delivery. Or if you call on the phone, they will say the coupon
will be there in a couple of weeks. Later it will be adjusted to
match up with the supply. We don’t anticipate in all of the research
that we have done and the visibility we are getting from our ven-
dors, we do not anticipate a large volume in the early days of 2008.

Mr. WALDEN. What about the rollout of the boxes themselves?
You brought a prototype there.

Mr. KNEUER. This is actually a for market. It is not a prototype.
This is a certified box.

Mr. WALDEN. And are there any certified boxes available today
in a retailer that you are aware of?

Mr. KNEUER. Not coupon-eligible boxes. There are some digital-
to-analog conversion devices that are integrated into other devices,
DVD players and such.
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Mr. WALDEN. And when do the manufacturers tell you they will
have these boxes ready to actually roll out and in the stores in the
retailer outlets?

Mr. KNEUER. Throughout our management of the program, it is
going to be collecting information from the participating retailers,
from manufacturers to the extent we can. A lot of this is very busi-
ness, proprietary and sensitive information, so they don’t want to
put into a public record, we are shipping X number of units to the
following stores because that can dictate competitive behavior by
others. But we are working with the retailers who are certifying
and getting a sense from them, because, like I said, when we de-
liver a coupon, we are going to deliver a list to the consumers, the
certified boxes, here is where you go to get them.

Mr. WALDEN. And I am thinking in my district, which is very
rural—and I live in one Zip Code and people not too many miles
away live in another—there is no retailer in that Zip Code. So are
you going to pull multiple Zip Codes?

Mr. KNEUER. We are working on the best way to deal with that
scenario.

Mr. WALDEN. Like within a 20-mile or 50-mile radius?

Mr. KNEUER. It may not be exclusively Zip Code specific. We
have the Zip Code of the consumer because that is where we are
mailing the boxes. And then we may say it may be a geographic
within 10 miles, within 15 miles. We are working through what we
have the capability to do.

Mr. WALDEN. I hope those of us, especially in rural areas, you
will look at how big a swath you need to reach out to. It may be
100 miles. I have parts of my district that are at least 100 miles
to the nearest stop light, and I am not exaggerating, and 5 miles
to the nearest freeway. And so what works in an urban area, as
you well know, won’t work in a rural area. Can I beg your indul-
gence?

Mr. MARKEY. Only that the roll call is about to break, and I want
to allow the members. I apologize to you.

Mr. WALDEN. I remain deeply concerned about the rollout of the
boxes, would be the one point I would leave you with.

Mr. MARKEY. I thank the gentleman. Just to make sure as many
members can ask questions.

The gentlelady from California, Ms. Eshoo.

Ms. EsHOO. Thank you Mr. Chairman. All the members have
asked really terrific questions. I think the gentleman from Oregon
has really asked some practical ones. The answers give me some
pause, but you still have time to work on them. Now, Mr. Kneuer,
you spent some time, I think in your written statement, certainly
in your spoken statement, about the message. Now, you are respon-
sible for coordinating it. What is the message that you have ap-
proved with the various organizations? Do you know it off the top
of your head? Is there a tag line that then has some of the details?
What is it? What is the campaign to inform people?

Mr. KNEUER. What we are spending the most money on of our
$5 million is coming up with tailored messages for tailored

Ms. EsHOO. Do we have them yet? Do you have them?
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Mr. KNEUER. They will be market tested and polled so that peo-
ple understand them as best they can for those particular constitu-
encies.

Ms. EsHO0. I would really like to know what they are when you
come up with them.

Mr. KNEUER. Sure.

Ms. EsHOO. Because I think that it is very important. Now, let
me ask about something that you had in your written statement
about the solution to the challenges of the education program. You
said it is not the establishment of a single digital transition author-
ity or single Government mandated message but that a multiplicity
of messages and sources of information is critical to a well-in-
formed consuming public.

Now, the GAO, in their latest report on the transition, stated
that there isn’t any comprehensive education plan, and without
one, there are no defined goals, objectives or metrics for measuring
success. So have you developed a metric? How are you going to
measure what you are doing?

Mr. KNEUER. We have the ability throughout the program, like
I said, to measure the trends for request of coupons, for redemption
of coupons in different areas.

Ms. EsHOO. I'm sorry, I didn’t hear you. You do have a metric
by which you are going to measure?

Mr. KNEUER. We will measure in real time the geographic and
demographic request for coupons or redemption of coupons. The
point of the testimony was that consumers have lots of different
choices on how best to effect the——

Ms. EsHOO. I understand that you said that you are going to do
that. I am asking you how you are going to measure your objec-
tives? Just to say that you are going to do it doesn’t mean that it
is going to be successful. So once you put it in place, how are you
going to measure it?

Mr. KNEUER. There is going to be

Ms. EsHOO. That is irritating; isn’t it? I know.

Mr. KNEUER. All of the different

Ms. EsHOO. You feel like someone is banging on your head.

Mr. KNEUER. We are going to do a measurement on the request
for and redemption of coupons. We are working very broadly on a
public-private partnership with the other Federal agencies, with
other service organizations, with the broadcasters and with the
cable companies. They are doing polling to get information on what
the level of awareness is by demographic, by geography and then
focusing their education based on that polling. We then are work-
ing with them to make sure as they are making them aware that
they are also making them aware of the availability of our pro-
gram. So it is, lots of different market participants and constitu-
ency groups that have an interest in a successful transition work-
ir}llg together, like I said, in this very broad public-private partner-
ship.

Ms. EsHo0o. I think that when you develop these “messages” that
your PR people, or however you are coming up with this, I think
it would be interesting to have it brought back to the committee.
This is essentially a campaign.

Mr. KNEUER. Absolutely.
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Ms. EsHO0. I think the people up here know something about de-
veloping a message and having it be effective and having it be rel-
evant so people really know what is coming and what they need
to do themselves.

Chairman Martin, one of the commissioners has recommended,
as you know, a DTV task force. Do you support that? Do you think
it would be helpful? Do you think that there is another way to go?
I have a sense where you are, but for the record.

Mr. MARTIN. I am happy to end up coordinating as much as pos-
sible with the other Federal agencies. What one of the other com-
missioners has called for is for there to be an intergovernmental
task force like there was in Y2K. That was actually established by
an Executive order. The FCC itself didn’t establish the Y2K task
force. It was an Executive order that established an interagency
task force. And so that is not something that I can end up even
controlling. But I am happy to end up continuing to coordinate
with Chairman Kneuer.

Ms. EsHO0O. So where is it, though? Is it going to be that, or it
is not?

Mr. MARTIN. I don’t anticipate that there is going to be a further
DTV task force that will be established across different agencies.
I think that we will already end up coordinating. We have memo-
randums of understanding on issues, and we can continue to do
that. But that is within our authority.

Ms. EsHoO. Well, first, it is going to be in the pity in terms of
how it works with the American people.

Mr. MARKEY. I thank the gentlelady.

We have time for one more questioner. Then we are going to
break and come back after three roll calls on the House floor. I
would ask the witnesses to please wait because there will be other
members who will be returning to ask questions.

And at this time, I will recognize the gentleman from Georgia,
Mr. Deal. He will be our last questioner at this point, and then we
will break and come back after the roll call.

Mr. DEAL. Mr. Chairman, since my colleague Mr. Shimkus has
been here the whole time and I have had to leave, would it be prop-
er to defer to him, and then I will be back after the break?

Mr. MARKEY. It will be proper for you to defer, and it would also
be a good example for other witnesses as to how somebody keeps
getting reelected and understand how politics works.

So I recognize the gentleman from Illinois, Mr. Shimkus.

Mr. SHIMKUS. Thank you, Mr. Chairman. I want to thank my col-
league. I didn’t ask that. He was just very gracious. I will just
make a couple quick points.

I am a supply guy. I am more supply and energy and really more
supply for the consumers. And the thing that gets lost and the
great thing about the digital transition in DTV, it gives the con-
sumer another choice. And I think it was talked about in the open-
ing statements, about more channels. So if we can phrase the de-
bate of buying the converter box and you get more, that is good.
We want cable. We want direct satellite. We want free over-the-air.
We would like to see broadband deployment of video services. That
competition will be great.
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So I am excited about this. And I am a market person. The mar-
ket can do this. And I think the market already is. The question
was asked about how many coupons. Different associations have
their own opinion. I think the broadcasters think 23 million. The
communication electronics association thinks 8 million. In its first
24 hours on sale, Mr. Doyle has left, but he would appreciate this,
“Harry Potter and the Deathly Hallows,” the seventh and the
first—and final installment of the book, in 24 hours sold 8.3 million
books. Surely we can get, whether it is 8 or 23 million, digital con-
verters out if we allow the market to do it.

I can guarantee you that the Government could never get 8.3
million books out in a 24-hour period. I can guarantee you that. So
let us set some high standards. Let us trust the market. Let us
check it. But the market wins over Government providing goods
and services hands down lowest cost, quickest response time, day
in, day out, bar none.

Chairman Martin, there are a couple concerns, though. One, the
multi-cast must-carry order will affect some small cable companies,
and there is a waiver process that I know of that exempts some of
these companies. Can you describe this process as to how many
waivers have been granted as of today?

Mr. MARTIN. I think you probably are referring to the viewability
order where we said that they have to down convert the digital sig-
nals and continue to carry them in analog to their analog cus-
tomers. There actually haven’t been any requests for a waiver yet.
We just adopted that ruling in September, so there haven’t been
any requests yet.

Mr. SHIMKUS. Mr. Kneuer, there is also concern about the house-
hold issue and senior citizen centers, and how are we going to deal
with the definition of a household when you have a community
under one roof in essence?

Mr. KNEUER. It depends on the community and on the senior citi-
zen facility. I know many of them are actually more like apartment
buildings, is the way they are viewed from the postal service, so
that they actually have their own address and their own household,
and they would be able to participate. The sorts of facilities that
don’t have that, that are much more closer to a hospital-like facil-
ity, I think for most of those television is supplied as part of that.
But that is, again, the reason that we are working with these trust-
ed intermediary groups, the sorts of organizations and service
groups that provide assistance to people in those sorts of facilities
making sure they understand the program, they understand the
transition and that they can make assistance of the DTV transition
part of the overall assistance they provide.

Mr. SHIMKUS. Thank you.

Two last things. One is advertising does work. We are all exam-
ples of that. And I know the industry that wants to sell things will
want to do advertising, and that is where I am going to put my
faith and trust in over the Government doing the advertising.

The second thing is, if the chairman, with the indulgence and be-
cause my ranking member is not here, for some brownie points, I
would like to submit into the record Ranking Member Upton’s edi-
torial published in The Hill on October 16 on white spaces.

Mr. MARKEY. Without objection, it will be.
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Mr. SHIMKUS. And that is all I have, Mr. Chairman. I yield back.
Mr. MARKEY. The gentleman’s time is expired. There are 6 min-
utes left to go to vote on the floor. So, at this time, we will take
a brief recess. It will actually be approximately 20 to 25 minutes,
and then we will reassemble. This hearing now stands in recess.

[Recess.]

Mr. MARKEY. The subcommittee will reconvene. And we welcome
you all back. I think we are going to have a bit of an uninterrupted
stretch right now. The Dalai Lama is going to be receiving a Con-
gressional Gold Medal. And I honestly do wish I could be over
there, but in a way, we are going to make sure that poor people
and minorities are protected if we can get this hearing to work in
good shape.

Let me turn and recognize the gentleman from Georgia, Mr.
Deal.

Mr. DEAL. Thank you, Mr. Chairman. And I will try to be quick.

First of all, let me follow up, Chairman Martin, with a question
asked by Mr. Shimkus with regard to the dual-carriage issue as it
relates to small cable companies. I believe you said you had not re-
ceived any request for waivers at this time. One of the concerns we
have heard expressed is that they are concerned that, if they file
a waiver and it is denied, as to whether they would have sufficient
time then to go back and become compliant, have you given
thought to that issue and have you taken any steps in that direc-
tion? Maybe for example how long a timeframe would it be from
the time a waiver request is submitted until a determination is
made? Could you elaborate on that please?

Mr. MARTIN. I haven’t given any thoughts to the timeframe, but
I certainly will to make sure they are given that opportunity to
make sure they come into compliance. But I would point out, and
I think this is important in the context of talking about whether
small cable operators who are saying that they need a waiver proc-
ess, right now all of these same small cable operators are required
and are successfully carrying broadcast channels to all of their
viewers. And all we are saying is that, the day after the transition,
they should have to do the same thing the day after as the day
they are doing before; that all of their customers should still con-
tinue to get broadcast channels and that the digital transition for
broadcasters should not be an excuse that a cable operator can re-
move a broadcast channel from the tier of channels that they are
currently providing them to. So they are not going to be required
to do anything additional, which is one of the reasons why I was
skeptical of their concern in the expression that they have about
why this is going to take up additional capacity. Because right now,
they are already required to deliver those signals to their cus-
tomers in an analog format, because they have analog customers.
So they are not going to take up any capacity on their systems
than they are doing today. So I am happy to end up looking at indi-
vidual small operators if they say this is going to be an additional
burden. But I am not sure I understand how it is an additional
burden because, right now, the law requires them to deliver a
broadcast system to an analog cable customer the day after the
transition. All I am saying is and the commission said is, the day
after that transition, they still have to deliver a signal to that ana-
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log customer. So it shouldn’t be any additional burden than it is
the day before. But we will take a look at the waiver process. But
I think we have to put in context the digital transition should not
be an opportunity for cable operators to disenfranchise consumers
from the broadcast stations they receive today.

Mr. DEAL. Of course, I think their concern is they will then be
in the dual-carriage capacity.

Mr. MARTIN. But our rule did not require dual carriages. Our
rule requires it to be viewable by everyone. If they have digital cus-
tomers, they are required to deliver it in digital format today. And
if they have analog customers, they are required to deliver in ana-
log to customers today. They have chosen to do dual carriage by the
design of their system. The rule is no different after. So if they
have, if they want to provide set-top boxes to allow for their cus-
tomers to watch analog signals so that their digital customers can
still watch analog signals, some cable systems design their system
that way and deliver their signals and meet their must-carry re-
quirements in that manner, and they would still be able to do that.
It is not a dual-carriage requirement. Dual carriage in the commis-
sion when we considered that was a debate about whether we
should require the cable operators to carry both the analog broad-
cast signal and the digital broadcast signal. That would have been
two broadcast signals they would have been required to carry to all
of their homes. This is not dual carriage. We did not require that.

Mr. DEAL. Mr. Secretary, I believe you stated previously that you
believe that allowing unlicensed devices to operate in the white
spaces would be an efficient use of the spectrum. Do you still be-
lieve that, and if so, would you elaborate on your position on that?

Mr. KNEUER. Sure. The President launched a spectrum initiative
for the entire administration back in 2003. And one of the activities
we have been undertaking as part of that initiative is identifying
efficiencies in spectrum use. We in the 5 gigahertz band were try-
ing to find a way for unlicensed Wi-Fi like devices to operate in the
same spectrum that is allocated to Government radar systems
those sorts of sharing arrangements, different services using the
same allocations of spectrum, present really powerful efficiencies
and are a good way to use the spectrum. It is not easy. When we
did it at five gigahertz for Wi-Fi like devices, unlicensed devices to
co-exist with Government radar systems, we didn’t solve those
technical issues with the first attempt or the second or the third.
It took an awful lot of hard work kicking the lawyers out of the
room, getting the engineers in the room and working out these
issues. I am confident that innovators and technologists can find
these sorts of efficiencies. But the predicate that we had to allow-
ing them into the band was demonstrating that it was on a non-
interference basis and that it was technically sound. So I certainly
support efforts to improve the efficient use of the spectrum by hav-
ing the spectrum that is otherwise lying foul of being put to use.
But you need to do the hard technical work up front. And I think
the commission is working on that and the industries are working
on that. And all I would say is, if at first you don’t succeed, try,
try, because you can achieve these efficiencies, but you have to do
the hard technical work.

Mr. DEAL. Thank you.
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Mr. MARKEY. The gentleman’s time is expired.

The Chair recognizes the gentleman from Nebraska, Mr. Terry.

Mr. TERRY. Thank you, Mr. Chairman.

Chairman Martin, I am not going to ask you a USF question. I
know that is unusual. But I will ask you something completely dif-
ferent now, an issue that is of concern to several of my small busi-
nesses back home that, as you know has a call center capital. And
one of the questions or issues I have been working on is the clari-
fication whether you can call a cell phone that has been left as the
primary phone number to use, for example, if they have missed a
payment or debt collection or something like that. If I recall from
the letter I received back, is that FCC is exploring that, perhaps
an order on that issue. I was just wondering where that is in the
process? And I know you didn’t come prepared to answer that ques-
tion today, so if you need to get back to me on that, I would appre-
ciate it. But all I want to know is where it is in the process.

Mr. MARTIN. Absolutely. And if I could, I would prefer to make
sure I give you the most accurate information and get back to you
on it.

Mr. TERRY. I would appreciate that. Now, it has been pretty thor-
oughly discussed, but the one issue that I really wanted to go
through is the supply of these set-top boxes starting in January
when the coupons become available. This committee went through
pure hell on the part D rollout. And we had CMS in front of us
look us straight in the eye blinking 100 percent confidence, that
they had it all under control and there was going to be no issues
on the rollout. And it was one of the biggest fiascos that we have
been put through because they did not anticipate that on the first
day of eligibility to sign up that there would be a mass of people
signing up. The system was not prepared. The vendors weren’t pre-
pared. CMS wasn’t prepared for that. And I just want to cover,
once again, what the process is when people are going to, or in Jan-
uary 2008 when the coupons first become available, what the proto-
col or the system to make sure that there are adequate number of
boxes sitting on the shelves. So, Mr. Kneuer and Chairman Martin,
that falls in your jurisdiction. Again, set out how we are going en-
sure that there is enough set-top boxes on the shelves.

Mr. KNEUER. The statute calls for us to be ready to begin proc-
essing coupons in January 2008. Everything we have done is to en-
courage as much market participation by the market actors to be
engaged as early as possible. The way I think we are going to man-
age January 2008 is syncing up the public education campaign
with the availability of boxes and retailers. There has not been a
very large public education campaign as of right now driving people
to our program. And that is one of the ways that we coordinate in
this public and private partnership with NAB and others, the
broadcasters, the cable industry and others to say link it up as the
availability comes up.

Mr. TERRY. So if I am interpreting somewhat sarcastically, if
they don’t know about it in January, they won’t go get a box?

Mr. KNEUER. That’s right. So we want to manage consumer ex-
pectation. If we have visibility into the supply chain from both the
retailers and the manufacturers that we hear from large national
chains that actually, do you know what, we are ready January 1,
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then we will start driving the public education campaign to make
sure that people are taking advantage of that. While we don’t have
those levels of commitment. We haven’t heard from a major retailer
saying, let them know we have got a warehouse full of these things
today, and we have got our point of sale done, and we are ready
to go January 1, 2008. I haven’t heard explicitly otherwise either.
While the vote was going on, I just got an announcement from Best
Buy. They had removed all analog sets from their inventory. They
are all digital. They have announced their intent to take part in
our program and to have coupon eligible boxes in their stores in
early 2008. They haven’t said January 1; they said early 2008. So
everything I have seen from interest from manufacturers, from the
certifications we have been doing, from the expressions of interest
that our vendors are having and the discussions they are having
with retailers, we are going to have broad availability of retailers,
broad availability of boxes with plenty of time for consumers to
take advantage of this program before February 2009. If it is not
necessarily January 1, 2008, we want to sync up our consumer edu-
cation activities so we don’t misalign their expectations. But we are
ready on January 1, 2008.

Mr. MARKEY. The gentleman’s time has expired. So Best Buy an-
nounced today they are not going to sell any more analog TV sets?

Mr. KNEUER. That they have removed them all from their inven-
tory was the announcement.

Mr. MARKEY. It is like announcing you are not going to sell any
more black and white TV sets since October 2007. So, thank God.
Maybe other companies will. Because we will have a hearing here
by the way. We will be having a hearing here like in the middle
of January 2008, like 15 days in so that we can see how close it
is to CMS. And so that will be a big moment. So Best Buy is at
least trying to start to move where they are going to be hopefully
by that date.

Let me turn and recognize the chairman of the full committee,
the gentleman from Michigan, Mr. Dingell.

Mr. DINGELL. Mr. Chairman, I thank you.

Gentlemen, thank you for being here. I am going to make several
statements, and then I am going to ask you if you agree or dis-
agree. It is vitally important that the DTV transition proceed
smoothly. It is important that consumers be fairly treated, properly
informed and prepared for the transition, and that there must be
close cooperation amongst the different Federal agencies. Is there
any disagreement with that statement?

Mr. MARTIN. No.

Mr. DINGELL. Gentlemen, yes or no, do we need an interagency
task force focused on the transition in order to see to it that the
responsibilities of the different agencies are properly carried out?
Beginning on the right with NTIA.

Mr. KNEUER. I don’t know that we necessarily need a formalized
task force in practice and day in and day out. We are coordinating
with the FCC, with 13 other Federal agencies. So I think we have
the functional equivalent of a task force in place.

Mr. DINGELL. All right.
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Mr. MARTIN. I don’t know that we need a task force. I certainly
think we need coordination, and I think we are working hard at
doing that with NTIA and FCC today.

Mr. DINGELL. All right, sir.

And Mr. Goldstein.

Mr. GOLDSTEIN. We haven’t recommended a task force. We have
recommended much greater comprehensive planning, as I indi-
cated, so that you do have better risk mitigation so we understand
the kinds of issues that may crop up and how to deal with them
at this point.

Mr. DINGELL. Now, Mr. Martin, I believe you told Ms. Eshoo that
certain agreements amongst Federal agencies and departments
have been made concerning the DTV transition. Is that so?

Mr. MARTIN. Yes.

Mr. DINGELL. Would you see to it that the committee is made
privy to those agreements, that copies are submitted to us for pur-
poses of the record and that we understand what is in them?

Mr. MARTIN. Yes.

Mr. DINGELL. What are those agreements and with whom are
they made and what do they do?

Mr. MARTIN. We have an agreement with NTIA to test the con-
verter boxes to make sure that our engineering labs can test them
to make sure that they can function appropriately. And I believe
that either—I know that that memorandum of understanding, the
existence of it I have made public before in either questions to this
committee or to the Senate Oversight Committee, but I haven’t pro-
vidllled the actual memorandum of understanding but of course I
will.

Mr. DINGELL. Now, Mr. Goldstein, would the FCC need addi-
tional statutory authority to convene a task force to accomplish the
proper coordination amongst the different departments that are
going to be addressing these questions?

Mr. GOLDSTEIN. I don’t believe so, sir. I believe that they have
that authority today.

Mr. DINGELL. You think it can be done under existing authority.
Now, would anybody disagree that the lead agency in addressing
these questions should be the FCC? Yes or no.

Mr. MARTIN. I wouldn’t agree that it should be addressing all of
these questions. I certainly think we have an important role. But
certainly, in the converter box program and the education in the
spending of the $5 million that Congress gave to NTIA to spend on
education, NTIA has to be the lead agency on those two because
that is what Congress determined that they should be.

Mr. DINGELL. Now, Mr. Martin, this question. You have been
given $2 million for DTV consumer education that is up from $1.5
million that the FCC had requested. The In Berlin, The German
Government spent $1 million on consumer education in just one
city with 3.4 million people. There are over 300 million people in
the United States. Do you have enough money to provide the nec-
essary education and public information on this matter? Yes or no.

Mr. MARTIN. No. If we are solely responsible for educating all the
consumers, I think additional money would be necessary.

Mr. DINGELL. And I think that, Mr. Goldstein, you would agree
that the FCC could do a better job with more money?



275

Mr. GOLDSTEIN. We haven’t looked at it, sir, specifically.

Mr. DINGELL. How much money does the FCC need to conduct
a proper information and education program for the people on what
is going to happen when this DTV changeover takes place? Could
you give us that answer either now, Mr. Goldstein, or could you tell
us at some future time in response for purposes of the record?

Mr. GOLDSTEIN. I can’t give it to you today, sir.

Mr. DINGELL. Would you please submit that answer for the
record?

Mr. Martin, what is the amount of money you in fact need?

Mr. MARTIN. I can provide that to you, although I am not sure
I can provide in public the amount of money we requested this year
in our budget, but I will provide that to you.

Mr. DINGELL. I would like to have the answer, then, for purposes
of the record.

Mr. Martin, I believe you have asked for more money than you
have been given by either the OMB or the Appropriations Commit-
tee. What is the amount you asked for?

Mr. MARTIN. That I am happy to end up providing. I am not sure
I am able to provide the amount.

Mr. DINGELL. Please submit it. This is a congressional commit-
tee. We have jurisdiction over your affairs. We are entitled to have
this information. It should be public. I expect to get it. I hope that
you will cooperate in seeing to it that we do so. And I would assure
you that this committee will have the answer. And I am requesting
that you submit it for purposes of the record.

Mr. Martin, if you would then please inform us, if you would re-
ceive additional funding, how would you use these funds? Would
you please submit that for the record if you please?

Mr. MARTIN. Sure, of course.

Mr. DINGELL. Mr. Chairman, I have a number of other questions
to ask. I will defer until the proper time. But I would like to know
about the coupon funding and a number of other matters related
to that. And I commend you for this hearing. And thank you. And
to our witnesses, I also say thank you.

Mr. MARKEY. The chairman could have more time if he wants,
of course.

Mr. DINGELL. If the Chair would be so gracious and I would not
offend any of my colleagues, I have just a couple more questions.

Mr. MARKEY. Would any of my colleagues be offended if Mr. Din-
gell is given more time? The Chair hears no objection, Mr. Dingell.
I think the objection might come from the witness table.

Mr. DINGELL. I have great respect for my colleagues, and the last
thing I want to do is to affront them.

Gentlemen, this is a question for the GAO and for NTTIA. NTIA
has $1.5 billion to operate the converter box coupon program. The

rogram is being launched, I understand, in two phases. First,
5890 million for any consumer who wants to take advantage of the
program. The last $450 million is reserved for analog-only over-the-
air households. I understand we expect a surge in coupon requests
at the end of the program in late 2008 or early 2009. Would you,
Mr. Martin or Mr. Kneuer, give us the answer, do you expect those
surges, and is that a fair statement? Yes or no.
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Mr. KNEUER. I would expect that the demand for boxes will in-
crease as we get closer to the date as the education campaign
ramps up, as consumers become aware that actually this date is
rapidly approaching.

Mr. DINGELL. Thank you. I am transgressing on the time of my
colleagues, so I have got to hold these answers very short. Mr. Mar-
tin, your comment.

Mr. MARTIN. I expect that Secretary Kneuer is correct, that it
would ramp up as we got closer to the date.

Mr. DINGELL. Now, I would like to ask each of you gentlemen,
is it possible that some people who need a coupon will not be able
to get one because there will not be enough money provided? Start-
ing with Mr. Kneuer and then Mr. Martin and Mr. Goldstein. Is
the answer to that yes or no?

Mr. KNEUER. No, I don’t think there will be anybody left behind
for want of resources. All the demand estimates we have seen we
have got adequate resources.

Mr. DINGELL. Mr. Martin.

Mr. MARTIN. I guess I am not as confident in that. I would have
to look at all of the figures that they have seen. Because, as I un-
derstand it, there is a cap on the amount of money the program
can provide, and the demand could exceed that cap. So, yes, I think
they could exceed that cap.

Mr. DINGELL. Mr. Goldstein.

Mr. GOLDSTEIN. I am not as confident either, sir. I think it is un-
clear how many people at this point will try to redeem coupons.

Mr. DINGELL. Have you performed any studies, beginning with
Mr. Kneuer, Mr. Martin and Mr. Goldstein, to tell us what the an-
swer is? Do we have every reason to believe there will be sufficient
money on the basis of any study or not?

Mr. KNEUER. We have been looking to studies from market par-
ticipants and other enemies. And as I think there have been testi-
mony earlier this morning, those estimates range from

Mr. DINGELL. Have you performed a study?

Mr. KNEUER. We have not performed a proper analysis.

Mr. DINGELL. Has anybody, to your knowledge, performed a
study?

Mr. KNEUER. Yes. Industry and market participants.

Mr. DINGELL. Who?

Mr. KNEUER. The consumer electronics industry, as well as the
public broadcasters.

Mr. DINGELL. Would you please see to it that your communica-
tions with the consumer electronics industry are submitted to the
committee so we may know what has been accomplished, sir?

Mr. GOLDSTEIN. As part of our work ongoing for the Congress, we
are going to be doing a survey to try to undertake and understand
much better what the demand is going to be, how many households
are out there and what the awareness is.

Mr. DINGELL. Would you see to it that anything relevant to that
and to the question asked is submitted for the record please?

Mr. GOLDSTEIN. Yes, sir.

Mr. DINGELL. Mr. Goldstein, could NTIA use more money to fund
the coupon program or not? If so, why and how much?
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Mr. GOLDSTEIN. We don’t know yet, sir. I think it depends on
how much we expect demand to be. And as I indicated, that is
something we don’t know yet.

Mr. DINGELL. As a student of these kinds of matters, Mr. Gold-
stein, would you tell us whether adequate study and thought has
been given by the two agencies, the FCC and the NTIA, as to
whether the funding in the programs are adequate?

Mr. GOLDSTEIN. I would like to try to answer that for the record.
I am not sure that I could do it off the top of my head. Let me get
back to you, sir.

Mr. DINGELL. Would you submit then a proper answer to that
question for purposes of the record.

Mr. GOLDSTEIN. Yes, sir.

Mr. DINGELL. Mr. Chairman, you have been very gracious, and
my colleagues you have been very gracious. Mr. Chairman, I would
like to submit a letter to the three agencies asking a number of
questions. And I would ask that the record remain open so that
that may be submitted to the agencies if you please.

Mr. MARKEY. Without objection, the questions will be submitted
to the witnesses and their answers will be included in the record.
Without objection, so ordered. The gentleman’s time has expired.

Mr. Martin and Mr. Kneuer, have you met on this issue in per-
son in the last month?

Mr. KNEUER. We have spoken on the phone about it. I don’t
know that we have gotten together. Maybe in the park with our
kids, but mostly on the phone.

Mr. MARKEY. You talk about DTV in the park?

Mr. KNEUER. On occasion. That is the kind of life that we do in
fact live.

Mr. MARKEY. I would recommend that the two of you meet.

Mr. KNEUER. But also I would be remiss not to point out that,
on September 25, we had a public forum that Chairman Martin
was gracious enough to address our group. Ours was coordinated
with theirs, which was the next day, and our staff was there. I was
unable to be there because of other commitments.

Mr. MARTIN. We were together on September 25, but we have
spoken several times on the phone.

Mr. MARKEY. Excellent. And I think the committee would feel
good if we knew you were meeting over the next 3 months in per-
son.

The Chair now recognizes the gentleman from Michigan, Mr.
Stupak.

Mr. StupAK. Thank you Mr. Chairman. And welcome again to
our witnesses.

Chairman Martin, if I may, I know Mr. Deal asked some ques-
tions about the small cable operators, but let me ask you a few
questions if I may. Just last month, the FCC issued an order re-
quiring cable companies, large and small, to pass along a digital
signal of must-carry broadcasters in both digital and analog for-
mats to their subscribers. It did not provide for an exemption for
small operators. But cable systems with limited capacity may file
for a waiver to relieve them of this obligation. I am troubled with
this, especially as I reflect on my district, as I have some of the
smallest mom-and-pop cable operators in the country with a sub-
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scriber base as small as 133 subscribers. Now, the further notice
of proposed rulemaking stated it would examine the impact of this
requirement on small and midsize cable operators. So what steps
do you plan to take in your further notice of proposed rulemaking
to take into account the limited financial resources of small rural
cable operators?

Mr. MARTIN. Well, first, I would like to start out by correcting
what the rule did last September that we adopted. It didn’t require
them to always pass along both a digital and an analog signal. It
required them to make the signal viewable to all of their subscrib-
ers just as it is viewable today.

Mr. STUPAK. So they have to carry two of them, right?

Mr. MARTIN. No, not necessarily. It could be a system that only
had analog customers. They would only have to carry an analog.
Or it could be that there are set-top box converters that actually
have an analog tuner included so then all viewers would still be
able to view all of the signals. So it depends upon the design of the
system. But the important thing to remember is that those mom-
and-pop cable systems in your district are required today to make
sure that the analog broadcast signal is carried so that it is
viewable by all the subscribers. All we are saying is that the switch
from analog to digital broadcasting by broadcasters should not re-
sult in the removal of any of those signals from the cable system.
However, they are delivering them today; they have to continue to
deliver them. And that shouldn’t require any additional capacity on
the system because they are required to be delivering them today,
and they are doing so successfully. What I would imagine us doing
is understanding how a cable operator in your district is going to
have the amount of capacity they have to dedicate to this increase
when they are successfully delivering it today. So today they are
taking an analog——

Mr. STuPAK. Why don’t you just waive for these small cable oper-
ators? If it is a signal they have always been using, why can’t they
just continue to use that same signal as opposed to having to come
back for a further notice of proposed rulemaking, which is expen-
sive and time-consuming for small cable operators?

Mr. MARTIN. Because waiving the rule would mean that your
constituents who are served by those subscribers would no longer
get access to broadcast signals. Today a broadcaster puts out an
analog signal, the cable operator takes the analog signal and deliv-
ers it to all of its subscribers. That means that he has analog sub-
scribers that he delivers it in an analog format. All our rule says
is that because we are requiring the broadcaster to switch from
analog to digital broadcasting, the cable operator must deliver that
digital signal’s content to those analog homes. And they should not
be able to stop delivering it only because the broadcaster was re-
quired to switch from analog to digital. Some of the cable operators
wanted to reclaim capacity and no longer use it for broadcast sig-
nals and, in effect, stop providing broadcast signals to their cus-
tomers. And what we said is, you can’t do that. The digital transi-
tion is not an excuse to reclaim capacity and stop delivering broad-
cast signals. They can do it exactly as they are doing it today, so
there is no additional burden whatsoever.
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Mr. STUPAK. So you can craft a rule in which these small opera-
tors were exempt from this? I just think, when you have a 133 sub-
scriber base, it is very expensive to keep coming back to the FCC.

Mr. MARTIN. If we exempt them from that that means they will
not receive their broadcast signals and that will increase the de-
mand on the set-top box converter program, and then that will in-
crease the problems associated with the DTV transition. So I don’t
see why we should have the digital transition be an excuse for
cable operators to no longer carry broadcast signals they were al-
ready required to be carrying.

Mr. STUPAK. I guess we will disagree on this. Let me ask you this
one then. As you know, not all broadcasters are making the DTV
transition on February 17, 2009. I am referring to the low powered
television stations, class A stations and translators. Consumers in
those markets might have different viewing options and therefore
might require different consumer education efforts than the con-
sumers in the rest of the country. In fact, the GAO points out in
their report perhaps the hardest group to educate is a group of con-
sumers who have to do nothing for the DTV transition. So how are
you addressing these consumers as a larger part of your consumer
education program?

Mr. MARTIN. Well, when Congress established the hard deadline,
they did exempt out certain kinds of broadcast stations that
weren’t required to make that transition. While you are right they
are not required, those consumers are not required to get a con-
verter box at the same time, those stations are still going to have
to go through a digital transition. So these consumers still trying
to go get access to converter boxes is important.

Mr. StuPAK. Well, do you have any kind of hard date set?

Mr. MARTIN. No. We have allowed those stations to transition at
the same time if they want to, but we haven’t established a hard
date to require them to.

Mr. STUPAK. Do you have any plans to speed the transition for
these broadcasters, or it will allow them to broadcast on analog in-
definitely, because most of them are on analog?

Mr. MARTIN. Most of them are on analog. And we have allowed
them all to transition, if they would like to, to digital at any time,
but we haven’t required it because of the expense that they would
incur. And it was actually as I said Congress’s judgment that they
decided that a hard date would not necessarily apply to those new
stations.

Mr. StupPAK. If we exempt out the class A stations and the low-
power ones, it seems to me it would have been easier to do it with
the small cabler operators on my previous question. I don’t deal
any more with congressional direction, but it would have been easy
to do it, too, because of the same factors. Thank you.

Mr. MARKEY. The gentleman’s time has expired. I don’t see any
other members who are on the subcommittee. And so the
gentlelady from Tennessee, Mrs. Blackburn, who faithfully attends
all of our telecommunications hearings, even though she is not a
member of the subcommittee, and sits through all of the eye-water-
ing detail in a way that would put her in the upper percentile of
most attentive members, is recognized for a round of questions.
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Mrs. BLACKBURN. Thank you, Mr. Chairman. I appreciate your
courtesy to continue to follow this issue. I enjoyed my service on
the Telecommunications Subcommittee and continue to work on
these issues. Secretary Kneuer, from the hearings we have had in
the past, I honestly believe the market is going to take care of a
lot of this information with the public and the retailers such as the
move made by Best Buy today. They are going to do what is in the
best interest of their customers. We know that that is going to take
place. But I have found it so interesting, Mr. Goldstein, the survey
that you referenced, the NAB survey that you referenced in your
testimony, in which they found only 57 percent of over-the-air only
customers were not aware of the DTV transition. And as you look
at that and reread it, you realize their finding was that 43 percent
of all of those customers know that that transition is taking place
and have an awareness of that. And I find that a remarkably high
number. And being here on Capitol Hill, I do not know if you
walked around out here and randomly conducted that survey if you
would find 43 percent of those that you encountered aware that
this transition 1s taking place. So I would love to hear from you a
little bit more about that survey, about the methodology that was
used, how they came to the universe that they surveyed. Do you
have that information or can you get that to share with us?

Mr. GOLDSTEIN. I would be happy to get that information for you.
It is a NAB survey, not our own, so I would like to work with them
a little, and I will be happy to supply that information to you.

Mrs. BLACKBURN. I think as background for that statement that
it would be interesting to us. Because so many of our questions
have centered around the awareness that people have and people
knowing the steps to take, the time line to follow to make certain
that they are not left in the dark and that they are still receiving
some transmission. Also, Chairman Martin, the Intergovernmental
Advisory Committee that was rechartered in June, it is made up
of your 15 representatives. And what I would love to know is how
often this group is meeting, what the results are that have been
yielded to that, the recommendations if those are going to be public
recommendations. And the chairman touched briefly on interfacing
with the NTIA, what you all are doing there. And I think the Sec-
retary, you and the Secretary mentioned that. And the other com-
ponent of that is to know if you all are taking this information to
local governments? Because we all know as this transition becomes
imminent that the city halls and those city commissioners are
many times going to be the ones that pick up that phone and take
that call. So I would like to know a little bit more of the detail that
is surrounding that process, if you will please, sir.

Mr. MARTIN. Sure. The Intergovernmental Advisory Committee
as you referenced, the commission just adopted an order recon-
stituting that organization. We just recently announced what the
parties were going to be, who the individual Government represent-
atives were going to be on that committee. When we reconstituted
it in the spring, we actually asked for applications who wanted to
be a part of it. We just announced who are those people that will
be a part of it. Asked them to meet and actually asked them to ad-
dress this very issue. How do we incorporate the local governments
into this process? Just as we have done on the consumer side
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where we have already met with consumer organizations and got-
ten feedback from them on how we can better integrate their ideas
and those organizations into our information process. And we have
done things successfully at the local level like on the American Li-
brary Association, but we haven’t at the local government level,
which is what we have asked that group to look at.

Mrs. BLACKBURN. If I may interrupt just a moment then, so with
this group you do have a plan of action for moving forward with
local governments?

Mr. MARTIN. Yes.

Mrs. BLACKBURN. OK.

Thank you, Mr. Chairman. I yield my time back.

Mr. MARKEY. Thank you. And we thank the gentlelady for par-
ticipating. We are going to complete this panel.

Chairman Martin, if you could let the committee know when you
are going to finalize the technical rules for the transition that
would be very helpful to us. You can do it in writing or you can
just give us the——

Mr. MARTIN. Sure. Most of the technical rules have actually been
completed. We released the final DTV table of allotments in Au-
gust. There are several recompetitions. Some people didn’t like the
channel assignment they got and have come back in and asked.
And we also had several waivers for people that missed the original
deadline that then went to the bottom of the list. But we released
the final DTV table of allotments. We have got some recompetitions
that we will be dealing with in the next few months. But 99 per-
cent of the channels have already been dealt with. We have also
got one final order on the maximization of replication issues that
is due out by the end of this year.

Mr. MARKEY. If there is anything remaining to be finalized,
please do so. And we would also request that you also work with
Secretary Kneuer on this issue of retailers taking advantage of peo-
ple who might not fully understand that they are being moved over
to a digital TV set when they actually qualify for a converter box
that would work very well with their old TV set. So if you could
have a partnership with Secretary Kneuer to accomplish that goal.

Mr. MARTIN. Sure.

Mr. MARKEY. Thank you. This has been a very productive hear-
ing. What I would like, at the indulgence of the members, just to
give each one of you to give us the 1 minute you want us to remem-
ber from your testimony as we are finishing right now. Just give
1b1s your 1 minute summary, here we are nearing the end of Octo-

er.

Mr. Goldstein.

Mr. GOLDSTEIN. I think, Mr. Chairman, that the transition is
moving along. We have seen a lot of progress. And I think the other
witnesses have told what a lot of that progress is. However, we are
concerned still that there are a lot of things that are left to be
done, a lot of which is voluntary. It is not required by private in-
dustry that they participate. A lot of private industry will partici-
pate. And there is already evidence that it is doing so. But this is
a very big transition. And to leave it all or mainly to voluntary par-
ticipation and to some planning, but not extensive planning that
really analyzes all the potential problems and loopholes and the
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like, I think we feel is probably not in the best interest of the Gov-
ernment at this point in time. And so we do think there is addi-
tional work that the Government, principally FCC in conjunction
with NTIA, still needs to do.

Mr. MARKEY. Thank you Mr. Goldstein, and thank the GAO for
their good work.

Chairman Martin.

Mr. MARTIN. I think we have made significant progress on the
technical policy, on the technical policy issues. Additional work
needs to be done on the educational front. But I think the single
most important thing that we can end up doing is changing our
message from a negative one, that if you don’t go buy a converter
box, we are going to take away your TV signal, to a positive one,
which says that if you go buy a converter box, you will get some-
thing additional out of it. And I think that the most important
thing we can end up doing there is facilitating multi-casting so that
over-the-air homes can have access to multiple broadcast signals
without having to go and take advantage of the digital transition,
without having to go buy an expensive HDTV set.

The over-the-air homes are disproportionately lower income. Tell-
ing them that the only way they will get advantage of this is to
go buy an expensive HDTV set is I think a negative message for
them. And I think if we are going to expect them to go out and pur-
chase over-the-air converter boxes, even with the coupons that have
been provided, they should be getting something for it. And I think
to do that, we have got to facilitate multi-casting.

Mr. MARKEY. Thank you.

Secretary Kneuer.

Mr. KNEUER. It may look like we are down 3-1, but the series
hasn’t started.

Mr. MARKEY. I like that analogy.

Mr. KNEUER. The efforts that some view as voluntary are actu-
ally being driven by enormously powerful market self-interest, and
I expect them to continue. And we have got a program that has
been put in place and is going to be run effectively and efficiently
for the American people.

Mr. MARKEY. Thank you.

And we thank this panel. It has been very helpful to this com-
mittee. Thank you.

And now we will just take a brief moment here while we allow
the first group of panelists to move on. And we will have the sec-
ond group of witnesses come up and sit in front of their names.

So we welcome our second panel. We apologize to you for the
length of the first panel, but obviously these issues are very impor-
tant to the American public. And this panel is equally as distin-
guished as the first and is critical in our ability to understand the
issues.

We will begin with Claude Stout. He is the executive director for
telecommunications for the Deaf and Hard of Hearing, Incor-
porated. He is testifying on behalf of the Coalition of Organizations
for Accessible Technology, which promotes the development of ac-
cessible communications devices for people with disabilities.

We welcome you, Mr. Stout. Whenever you are ready, please
begin.



283

STATEMENT OF CLAUDE STOUT, EXECUTIVE DIRECTOR, TELE-
COMMUNICATIONS FOR THE DEAF AND HARD OF HEARING,
INC., ON BEHALF OF THE COALITION OF ORGANIZATIONS
FOR ACCESSIBLE TECHNOLOGY

Mr. StouT. OK. Thank you, Mr. Chairman.

Chairman Markey, Ranking Member Upton and members of the
House Subcommittee on Telecommunications and the Internet, I
am honored to have this opportunity to testify on an issue that af-
fects millions of television viewers with disabilities.

My name is Claude Stout, and I am the executive director of tele-
communications for the Deaf and Hard of Hearing, Inc., also the
Chair of the Deaf and Hard of Hearing Consumer Advocacy Net-
work. I am pleased to offer my testimony today on behalf of the Co-
alition of Organizations for Accessible Technology, COAT. This is
a coalition of more than 130 national, regional and community-
based organizations.

If all goes well, digital TV captioning would be the best invention
since, hmm, analog TV captioning. You see, when I was young, I
could not understand why my family was laughing while they were
watching Jack Benny, Lucille Ball, Johnny Carson, as well as other
comedians. Now I understand because of the DVDs that are out
today with captions. And it was only when I entered Gallaudet
University in the late 1970s that I was able to watch the ABC
World News Tonight, not at 6:30 p.m. with everyone else—at din-
nertime—but past my bedtime, at 11:30 p.m. Today, with grateful
appreciation and tinged with anxiety, we are about to take the next
step towards full integration in television.

The COAT Coalition represents more than 31 million individuals
with hearing loss, 10 million individuals who are blind or who have
vision loss, and millions of other individuals with other disabilities
who benefit greatly from accessible television programming. Along
with access to televised news, information and entertainment, ac-
cess to televised emergency information enables these populations
to understand and to appropriately respond to warnings of hazard-
ous weather and other emergency conditions. COAT affiliate mem-
bers are excited by the promise of digital television—the better tel-
evision quality and multicasting.

Like most consumers, we look forward to the benefits of techno-
logical advances. Unfortunately, in the history of technological ad-
vances, people with disabilities are often left behind. In fact, we are
already witnessing this phenomenon with digital television. In-
creasing numbers of individuals are seeking to purchase digital tel-
evision sets or components and systems that provide digital video
programming, and distributors are offering expanded digital pro-
gramming. At the same time, we are receiving increasing reports
of significant technical difficulties with the pass-through and the
display of closed captioning. Time and again, our constituents re-
port disappearing, delayed, garbled or otherwise unintelligible cap-
tioning on television shows that previously provided relatively
problem-free captions.

A major difficulty for us in the DTV transition experience is de-
termining the cause of these closed-captioning problems. For exam-
ple, the failure to receive captions can be the fault of the local TV
station or cable TV service that has begun broadcasting or offering
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digital programming, the inability to pass through captions on the
program distributor’s set-top box, or a failure in the equipment
used to receive and display the DTV programming, such as the re-
ceiver or its connecting components.

In addition to these technical difficulties associated with the DTV
transition, there is some dispute over the extent to which TV net-
works now covered by the captioning rules are obligated to con-
tinue providing captions as they shift to digital programming.

When a standard definition analog network, whose programming
has already been captioned, converts to or creates an HD channel
with a similar programming lineup, the new HD channel should be
held to the same closed-captioning obligation as its analog prede-
cessor. However, some broadcasters and cable networks have taken
the position that their new HD channel is a, “new network” that
qualifies for an exemption from the FCC’s captioning rules during
the first 4 years of the network’s operations.

If this interpretation were to be upheld, consumers would find
themselves having to wait an additional 4 years to see captioning
on programming which, but for its HDTV status, would already
have to be captioned. This new network interpretation of the cap-
tioning rules violates Congress’s intent to ensure the uninterrupted
provision of closed captions with the onset of advanced tech-
nologies. It is commonplace for television viewers to select their
channels and other TV settings from on-screen menus, but if you
are blind or have low vision, you cannot access this information
through a point-and-click, if you will, remote control or even use
these menus.

Nevertheless, individual manufacturers have already dem-
onstrated the technical feasibility of incorporating accessible user
interfaces. When accessible user interfaces are required on all video
devices, the incremental costs of adding these features will become
negligible.

Caption viewers have also reported considerable problems navi-
gating menus, some of which are hidden to activate captions after
connecting the receivers, the monitors, set-top boxes and recording
play-back devices that compromise their digital equipment. Often
the interface that controls captions is buried several layers into an
on-screen menu that is difficult, if not impossible, to find.

We know from experience that most manufacturers will not in-
corporate accessible user interfaces on their television sets or com-
ponents unless mandated to do so. Virtually all technology-related
access features have come about only after they were mandated by
Federal law; for example, televisions with built-in closed captioning
decoders. This is because the disability market still is not large
enough, forceful enough, or wealthy enough to impact the manufac-
turer product design. No manufacturer wants to be the only one
putting resources into accessibility features.

Consumers with disabilities have also encountered significant
barriers when attempting to contact distributors of video program-
ming and manufacturers of DTV equipment with concerns about
accessing closed-captioning or video description. Customer service
representatives or technical support personnel are often unfamiliar
with closed-captioning and video description. Furthermore, many
consumers with disabilities remain unaware of their right to file in-
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formal complaints with the FCC or the Commission’s ability to me-
diate and to resolve their problems. Additionally, even consumers
with disabilities who may be aware of the complaint procedures
often choose not to use those procedures because they find the com-
plaint process too difficult to navigate. This is because the process
for filing informal closed-captioning complaints with the FCC re-
quires consumers to first notify distributors responsible for the de-
livery and the exhibition of the programming.

In summation, in order to smooth the transition to digital tele-
vision for people with disabilities, COAT urges Congress to take
the following steps: Direct the FCC immediately to clarify that it
is the responsibility of broadcasts and other networks to continue
captioning programs on their HD digital networks and show
precaptioned programming with captions at all times.

Number 2, reinstate the FCC’s video description rules.

Number 3, direct that digital televisions be designed so that indi-
viduals with vision and other disabilities can access all their func-
tions.

Number 4, direct the FCC’s complaint procedures so that the
consumers with hearing loss and who are having difficulty access-
ing closed captions on DTV have a user-friendly means of seeking
assistance and resolution from the FCC.

I am going to jump to the end. Remember, just as colors bring
out extra meaning in video, captions or video description gives us
a complete experience in television viewing.

I want to thank you, and I would like to leave my oral statement
for the record with you as well. Thank you.

[The prepared statement of Mr. Stout follows:]



286

TESTIMONY OF CLAUDE STOUT
EXECUTIVE DIRECTOR,
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CHAIR, DEAF AND HARD OF HEARING CONSUMER ADVOCACY NETWORK
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U.S. House of Representatives
Subcommittee on Telecommunications and the Internet
Committee on Energy & Commerce

On the Status of the Digital Television Transition

October 17, 2007

WRITTEN STATEMENT OF CLAUDE STOUT

Chairman Markey, Ranking Member Upton, and Members of the House Subcommittee on
Telecommunications and the Internet, I want to thank you for the invitation to discuss the topic of
the digital television (DTV) transition. Iam honored to have this opportunity to testify on an issue
that affects millions of television viewers with disabilities. My name is Claude Stout, and I am both
the executive director of Telecommunications for the Deaf and Hard of Hearing, Inc. (TDI) and the‘
Chair of the Deaf and Hard of Hearing Consumer Advocacy Network (DHHCAN). I am pleased to
offer my testimony today on behalf of the Coalition of Organizations for Accessible Technology
(COAT), a coalition of more than 110 national, regional, and community-based organizations
dedicated to making sure that as our nation migrates from legacy telecommunications, such as
analog television, to more versatile and innovative digital communication technologies, people with

disabilities will not be left behind.!

! A list of COAT affiliate members supporting the COAT agenda can be found at
http:/coataccess.civicspaceondemand.org/node/9.
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Intreduction and Background

COAT offers this statement on behalf of over 31 million individuals with hearing loss,’

10 million individuals who are blind or who have vision loss, and millions of individuals with other
disabilities who benefit greatly from accessible television programming. Along with access to
televised news, information, and entertainment, access to televised emergency information enables
these populations to understand and appropriately respond to warnings of hazardous weather and
other emergency conditions.

COAT affiliate members are excited by the promise of digital television, the better picture
quality, multicasting, and the transfer of spectrum, which, among other things, will enable first
responders to be more effective in emergency situations. Like most consumers, we look forward to
the benefits of technological advances. Unfortunately, history has shown that all too often, people
with disabilities have been left out or left behind as these advances have taken place.

In fact, we are already witnessing this phenomenon with digital television. Despite
promises of a glorious future for closed captioning, access to television programming has
apparently taken a step backward. Increasing numbers of individuals are seeking to purchase
digital television sets or components and systems that provide digital video programming, and
distributors are offering expanded digital progré.mming —and in particular programming in the high
definition (HD) format. At the same time, we are receiving increasing numbers of reports of
significant technical difficulties with the pass through and display of closed captioning.

Specifically, concerns have been raised about the following:

e Caption viewers report a number of technical difficulties associated with viewing captions

on DTV, including captions that are garbled, delayed, misplaced, or otherwise
unintelligible;

2 Kochkin, 8. MarkeTrak VII: Hearing Loss Population Tops 31 Million People, The Hearing
Review, Vol. 12(7) July 2005, pp. 16-29. :
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» Networks whose analog channels were previously covered by the FCC’s closed captioning
mandates now deny coverage for their new HD channels, even when the newer channels
have the same programming format as their analog predecessors;

® Viewers are having a hard time figuring out how to access closed captions and video
descriptions on DTV compenents, including tuners supplied by television manufacturers
and set top boxes provided by cable and satellite companies;

o Consumers are struggling to resolve complaints about DTV issues with companies or with
the FCC; and

o Individuals who are blind or have low vision still have negligible access to television
programming because of the scarcity of video description.

I will elaborate now on each of these concerns:
Technical Difficulties

Television viewers who rely on captions to understand the content of video programming
join the rest of the American public in wanting to make the transition to innovative and exciting
digital television. As DTV equipment has become more affordable and available, more and more
of these viewers have acquired equipment that will allow them to enjoy such enhanced viewing.
But time and again, these consumers have been frustrated and disappointed. Many report
disappearing, delayed, garbled or otherwise unintelligible captioning on television shows that
previously provided relatively problem-free captions. Specific problems have been documented,
including overlapping captions (two lines of captions displayed over each other), captions
appearing in the middle of the television screen (blocking faces and other important visual
information on the screen), captions running off the edge of the picture, captions exceedingly small,
and captions that inadvertently switch to text mode which causes 95% of the screen image to be

obscured.

®Video description is the provision of verbal descriptions of on-screen visual elements that are
provided during natural pauses in dialogue.
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A major difficulty for consumers in the DTV transition is determining the cause of these
closed captioning problems. Indeed, experience shows that any one or a combination of factors can
be a culprit in creating barriers for captioning users. For example, the failure to receive captions
can be the fault of the local TV station or cable TV setvice that has begun broadcasting or offering
digital programming, the inability to pass through captions on the program distributor’s (e.g., cable
company’s) set top box, or a failure in the equipment used to receive and display the DTV
programming, such as the receiver or its connecting components. Unfortunately, regardless of the
problem source, consumers are left “holding the bag” each time they are unable to access captions.
Confusion over Scope of FCC Captioning Mandates

In addition to these technical difficulties associated with the DTV transition, there is some
dispute over the extent to which TV networks now covered by the captioning rules are obligated to
continue providing captions as they make the shift to HDTV and other forms of digital
programming.

It would appear obvious that when a standard definition (SD) analog network, whose
programming has already been captioned, converts to or creates an HD channel with a
programming line-up that contains a significant amount of programming that is similar to that
analog network, the new HD channel would be held to the same obligations to have closed
captioning as its analog predecessor. However, some broadcasters and cable networks have taken
the position that their new HD channel is a “new network” that qualifies for an exemption from the

FCC'’s captioning rules. Specifically, they point to that section of the FCC’s rules that exempts
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programs shown on new networks from having captions during the first four years of the network’s
operations.4

This interpretation of the FCC’s captioning rules makes little sense. Even when the HD
channel repackages its programming so that it is slightly different than its predecessor network —
e.g., by slightly altering its programming schedule - the HD network should be subject to the
captioning rules to the same extent as its analog predecessor, so long as the digital network is
substantially similar to that predecessor. If this is were not the case, then consumers would find
themselves having to wait an additional four years to see captioning on programming which, but foi
its HDTV status, would already have to be captioned.

This “new network” interpretation of the captioning rules offered by some SD/HD networks
flies not only in the face of logic; it violates Congress’s intent to ensure the uninterrupted provision
of closed captions with the onset of advanced technologies. The explicit directive of the
Communications Act could not be clearer in this regard. Section 330 of the Act states: “As new
video technology is developed, the Commission shall take such action as the Commission
determines appropriate to ensure that closed-captioning service continues to be available to
consumers.”™

Even when the programming schedule of the enhanced HD network is substantially

different than its analog counterpart — and the digital channel can legitimately be called a “new

4 See 47 C.F.R. § 79.1(d)(9). For example, COAT received reports of this occurring when the
Discovery Channel began broadcasting over Discovery HD. We are told that in 2005, the HD
channel failed to caption the same programming that had previously been captioned in its analog
predecessors (i.e., Discovery, Discovery Kids). When asked about this, the company asserted
compliance with the FCC’s rules because it had initiated its HD programming in 2002, and still had
another year before its “new network” exempt status expired. Charges of other networks
simultaneously broadcasting live events on SD and HD channels, but only adding captions to the
SD broadcasts similarly have been reported.

$47U.8.C. § 330(b).
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network” — at a minimum, pre-captioned programming shown on the newer network should be re-
shown with those captions.® COAT asks the Committee to request the FCC to clarify this point
sooner rather than later during this digital transition period, so that TV viewers who rely on
captioning will not lose access to the programming that they have been able to watch in the past.
User Interfaces

1t is commonplace for television viewers to select their channels and other TV settings from
on-screen menus. But if you are blind or have low vision, you cannot access this information
through a “point and click” remote control or even use a touch screen. Individuals who are blind or
have vision disabilities are thus denied the ability to control various aspects of the DTV
programming that they watch. The technical feasibility of incorporating accessible user interfaces
has already been demonstrated by a few individual manufacturers. When accessible user interfaces
are required on all video devices, the incremental cost of adding these features will become
negligible.

Caption viewers have also reported considerable problems navigating menus, soﬁ)e of
which are “hidden,” to activate captions after connecting their digital television equipment —
equipment that typically is comprised of separate receivers, monitors, set top boxes, and
recording/playback devices. Often the interface that controls captions is buried several layers into
an on-screen menu that is difficult, if not impossible to find. Even those consumers who are able to
figure out how to turn on captions on their home equipment have an often insurmountable task
when trying to activate captioning in locations away from home. For example, it is with increasing
frequency that we hear of deaf and hard of hearing consumers going to hotels and not being able to

watch TV simply because there is no way for them to turn on captions. On one such occasion,

® A similar obligation requiring video programming distributors to pass through captions of
programs that were previously captioned already exists.
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COAT has leamed, it took a hotel technician two hours to set up captions; on another occasion,
hotel staff realized that the only means of retrieving captions was by means of a single “master”
remote control that the hotel owned (and did not want to leave with any one guest). The remote
controls distributed to guest rooms in that hotel were apparently for the “cable box,” not the
“television,” and could not activate the captions.

COAT has initiated discussions with digital television manufacturers to help them
understand the extent to which the user interfaces on their television equipment may adversely
impact consumers with hearing and vision disabilities — and by association, the families and friends
of these television viewers, While our efforts have been rewarded by a few design changes — for
example, by the addition of a designated closed captioning button on the remote controls for certain
digital-to-analog converter boxes — we know from experience that the vast majority of
manufacturers will not incorporate all of the necessary accessible user interfaces on their television
sets or components unless mandated to do so. In the past, virtually all technology-related access
features have come about only after they were mandated by federal law — for example, hearing aid
compatible telephones and televisions with built-in closed captioning decoders. This is because the
disability market — while growing with our ever-expanding aging population — still is not large
enough, forceful enough, or wealthy enough - to have an impact on manufacturer product design.
With competition the way it is, no manufacturer wants to be the only one putting resources into
accessibility features.

When, however, Congress directs that access be incorporated on an industry-wide level, the
competitive playing field is leveled, economies of scale force the cost of compliance down, and
consumers get the access they need. To this end, we come to you today seeking mandates that

would accomplish several goals. First, we ask for a requirement for digital televisions to be
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designed so that individuals with disabilities can access all of their functions, including the receipt,
display, navigation or selection of video programming. Among other things, this will require audio
output to accompany on-screen text menus or other visual indicators used to access video
programming functions, to allow control of these functions by people who are blind or have low
vision. Second, Congress should require a conspicuous means of accessing both closed captioning
and video description on digital television equipment. This should include provision of a button on
the television’s remote control that could activate closed captions, as well as the ability to control
closed captions and video description on the top tier of the television equipment’s set-up menu.

1t is critical for both captioning and video description users to be able to effectively use the
accessibility features that are added to video programming content. Put simply, it makes little
sense for broadcasters to go through the time and expense of incorporating captions and video
description if the beneficiaries of these features are not able to find and access them easily.
Barriers to Resolving Concerns

Consumers with disabilities have also encountered significant barriers when attempting to
contact distributors of video programming and manufacturers of DTV equipment with concerns
about accessing closed captioning or video description. The reasons for this are many:

s Customer service representatives or technical support personnel are often unfamiliar with
closed captioning and video description and simply do not understand the content and
context of the consumers® concerns.

¢ Customer service representatives or technical support personnel are typically not familiar
with telecommunications relay services that are commonly used by persons with hearing
and speech disabilities, and hang up or otherwise disregard the phone call.

e Customer service representatives or technical support personnel may choose not to respond

to e-mail requests, particularly in a timely manner. Such text-based communications are
commonly used by persons with hearing loss.
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Furthermore, many consumers with disabilities remain unaware of their right to file
informal complaints with the FCC, or the Commission’s ability to mediate and resolve their
problems. Additionally, those consumers with disabilities who may be aware of the complaint
procedures often choose not to use those procedures because they find the complaint process too
difficult to navigate. This is because the process for filing informal closed captioning complaints
with the FCC requires consumers to first notify distributors responsible for the delivery and
exhibition of the programming at issue, cite the specific FCC regulation violated, and include
detailed complaint content in order for the FCC to pursue the complaint.” The FCC’s procedures
also contain overly complicated timelines and unduly long response times.

As a consequence, when consumers do confront problems with their TV distributor or with
the manufacturer of a DTV product or device, most of the time, in utter frustration, they give up
and revert to using their “old” television receiving components. While this may be an option now,
it will no longer be an option in February 2009. COAT notes that the clock is ticking loudly and
these problems must be resolved before the time remaining for analog programming expires.

COAT asks the Committee to urge the FCC to overhaul its regulations governing the
handling of consumer concerns and complaints on closed captioning, so that (1) the Commission
and television distributors have a more rapid and efficient means of learning about problems
associated with the digital transition and (2) the FCC and the DTV industry can take the steps
necessary to remedy these problems before they cause consumers to lose television access.
Video Description

The Communications Act of 1996 authorized the FCC to conduct an inquiry to assess the

appropriate means of phasing video description into the television marketplace. Although the

7See 47 C.F.R. § 79.1(g).
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FCC's response to this grant of authority was a modest requirement that broadcasters and other
multimedia video programming providers in the top 25 major national markets provide video
description on four primetime programming hours per week,? this requirement was overturned in
federal court a little over a year after it was adopted.9 As a consequence, there are no federal
requirements to make television programming accessible through video description. COAT seeks
reinstatement of the FCC’s video description rules so that Americans with vision loss have an equal
opportunity to understand and enjoy television content.

Notwithstanding the lack of video description mandates, some networks still offer this form
of accessibility on a voluntary basis. However, COAT is concerned that, as the digital television
transition takes place, the lack of attention given to this form of accessibility by DTV distributors
and equipment manufacturers may seriously impede the ability of video descriptions to reach
consumers, even when these descriptions have been added to programming. To prevent this from
occurring, COAT urges the Committee to immediately require that the DTV standard include video
description, which is consistent with the recommendation made by the 1998 Presidential Advisory
Committee on Public Interest Obligations of Digital Television Broadcasters:

Utilization of video description as a form of providing access has been hindered by the

analog standard, which only permits delivery of descriptions via the secondary audio

program channel. In contrast, digital technology offers multiple audio channels, with
significantly greater bandwidth, that can more easily accommodate video descriptions. We
recommend that broadcasters allocate sufficient audio bandwidth for the transmission and

delivery of video description in the digital age to make expanded use of this access
technology technically feasible.'

8 Video Description of Video Programming, Report and Order, MM Dkt, 99-339, FCC 00-258, 15
FCC Red 15230, amended in part at Memorandum Opinion and Order on Reconsideration, FCC
01-7, 16 FCC Red 1251 (2001).

*Motion Picture Association of America, Inc. v. Federal Communications Commission, 309 F. 3d
796 (2002).

10 Charting the Digital Broadcasting Future: Final Report of the Advisory Committee on Public
Interest Obligations of Digital Television Broadcasters (December 18, 1998) at 62.
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During the period in which the FCC's video description rules were in effect, broadcasters

routinely demonstrated the technical and economic feasibility of description by adding this feature

to their programs. With the advent of digital television, it is easier than ever for broadcasters to

build into the digital structure ways to pass video description along to viewers. However, it is

imperative to take this action now while DTV is nascent, because the failure to do so may lead to

greater technical and economic obstacles to providing description in the future.

COAT RECOMMENDATIONS

In order to smooth the transition to DTV for people with disabilities, COAT urges Congress to

mandate the following:

1

Direct the FCC to clarify that it is the responsibility of broadcast and other networks that
have made the transition from an SD to HD channel or other digital programming to
continue captioning programs on their HD/digital networks when the content and format of
those networks is substantially similar to that of their analog predecessors. The FCC should
further be directed to clarify the obligation to show pre-captioned programming with
captions at all times, even when the re-exhibited programming that contained those captions
is shown on a new network that is substantially different from its analog predecessor.

Reinstate the FCC’s video description rules and ensure that digital signals have sufficient
capacity to make available the transmission and delivery of video description. This will
require having the FCC require programming distributors, in their coordination efforts, to
ensure the proper processes for carrying video description so that it is passed through
properly to the viewer.

Direct that digital televisions be designed so that individuals with vision and other
disabilities can access all of their functions, including the receipt, display, navigation or
selection of video programming. Include within this, an obligation for audio output for on-
screen text menus or other visual indicators used to access video programming functions.

Direct manufacturers of DTV equipment to provide a conspicuous means of accessing both
closed captioning and video description on digital television equipment. This should
include provision of a button on the television’s remote control to activate closed captions
and the ability to control closed captions and video description on the top tier of the
television’s on-screen menu.

Direct the FCC to revise its complaint procedures so that consumers with hearing loss who
are having difficulty accessing closed captions on DTV have a user-friendly means of
seeking assistance and resolution from the FCC.

11
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6. Direct the FCC to require broadcasters and multi-channel video programming distributors
(MVPDs) covered by the FCC’s captioning rules to put into place customer service
practices that are easily accessible and capable of responding swiftly to consumer inquiries
and complaints concerning the provision of closed captions on DTV by their stations and
networks. Among other things, the FCC should require these entities to designate a point of
contact to handle such inquiries and complaints, and to identify this contact on both the
FCC’s and the covered entity’s websites, as well as in billing inserts and promotional
materials. This will alert distributors to DTV problems and provide for speedier
resolutions.

7. Direct the FCC to require broadcasters and MVPDs to begin comprehensive testing of the
closed captioning pass-through capabilities of their DTV systems, and implement solutions
wherever technological barriers are encountered during this testing process, well in advance
of the transition date in February 2009. To achieve these goals, the FCC should convene a
working group of broadcasters, MVPDs, DTV product manufacturers, including
manufacturers and distributors of television receiving equipment and set top boxes, and
captioning providers and consumers, to ensure compatibility with captioning services before
bringing these to market. This group, which should include top engineering personnel from
the relevant industries and the Commission, should be tasked with

a. identifying current and anticipated problems with the transmission and display of
captions over digital programming;

b. evaluating and assessing their components, systems, and set top boxes for
compatibility with captioning services;

c. developing solutions to existing and potential problems in order to ensure the
capability to pass through closed captions intact to the consumer;

d. publishing widely solutions for pass through of captioning and video description.'*

12 Many of these suggestions have been submitted to the FCC in Third Periodic Review of the
Commission’s Rules and Policies Affecting the Conversion to Digital Television, Notice of
Proposed Rulemaking, MB Dkt 07-91, FCC 07-70 (May 18, 2007).

12
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Conclusion

We call upon Congress to ensure that people with disabilities — including the rapidly
growing population of senior citizens who experience reduced vision and hearing with increasing
frequency — are not left behind as the DTV transition takes place. On behaif of COAT, 1 thank the
Committee for this opportunity to share our concerns and urge you to take the necessary steps to

ensure a smooth transition to DTV programming for all Americans with disabilities.

13
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Mr. MARKEY. I thank you very much, Mr. Stout, and all of your
testimony will be included in the record in its entirety.

I will note that I see Karen Strauss sitting right behind you. And
you might have noticed me limping in and out of the committee
hearing room, but that is because I actually had an Achilles rup-
ture while playing basketball with nine 20-somethings outdoors,
and that included her son, Jeremy, which is something I probably
will not be doing again.

Ms. STRAUSS. I hope you feel better.

Mr. MARKEY. Thank you. I appreciate it.

The next witness will be Amina Fazlullah, who is an attorney for
the U.S. Public Interest Research Group. The U.S. PIRG recently
conducted research into DTV consumer education efforts by retail-
ers.

So we welcome you. Whenever you are ready, please begin.

STATEMENT OF AMINA FAZLULLAH, STAFF ATTORNEY, MEDIA
AND TELECOMMUNICATIONS, U.S. PUBLIC INTEREST RE-
SEARCH GROUP

Ms. FAzZLULLAH. Thank you, Chairman Markey, Ranking Member
Upton and members of the committee.

My name is Amina Fazlullah, and I am a media and telecom
staff attorney for the United States Public Interest Research
Group. U.S. PIRG is the Federation of State Public Interest Re-
search Groups, a nonpartisan, nonprofit public interest advocacy
organization that is based in 30 States.

On behalf of our members across the country, I want to thank
you for the opportunity to testify at today’s hearing on the upcom-
ing digital television transition.

It has been nearly 2 years since Congress established the official
transition date from analog television broadcasting to digital. Yet,
virtually no U.S. consumer knows what will happen on February
17, 2009. I know that there was a 46 percent number that was out
there, but I think that there are plenty of consumers who are still
out there who are not aware. On that date, television broadcasters
will switch from analog to digital signals.

The transition offers the country the return of a wvaluable
“beachfront property” spectrum, that can be used to enhance emer-
gency communications, to spur innovation, and to improve
broadband connectivity.

One other thing will happen on February 17. Every consumer
who watches over-the-air television with an analog set will have
their set go dark, including the estimated 22 million customers in
this category, or 8 million households, with at least one member
who is older than 50.

The Government is, of course, at least aware of this problem, and
Congress has allocated funding for an education program. The rel-
evant agencies have required that manufacturers stop producing
new analog televisions and that retailers properly label their re-
maining analog televisions at the point of sale, a problem that we
find in the stores to still be occurring.

Congress has also allocated funding to provide coupons to help
consumers pay for the necessary converter boxes to get their analog
television sets to work again. Yet, based on preliminary U.S. PIRG
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research which we will discuss today, neither the Government nor
the retailers are adequately preparing consumers for the impend-
ing DTV transition.

Industry stakeholders have made substantial promises to inform
the public, and I am heartened to hear today of moves on behalf
of Radio Shack and Best Buy.

While U.S. PIRG agrees that this transition cannot be successful
without the support of industry, we believe that industry’s partici-
pation must be mandated and closely monitored to ensure that con-
sumers receive full protection throughout the transition.

As of August 2007 and, actually, as recently as the end of Sep-
tember, U.S. PIRG completed preliminary studies that surveyed
the top five electronic retailers in the DC Metro area. As a quick
update to our study, we are starting to push those studies into 10
diffefent States across the Nation to follow up on our preliminary
results.

Our initial findings in the DC area were based on interviews
with clerks and supervisory personnel, and they are alarming.
They show that despite industry promises to educate and prepare
personnel, all five top retailers have personnel who provided inac-
curate or even misleading information.

Our surveyors found that, when asked, retailers did not acknowl-
edge the existence of converter boxes or the coupon program. In
many cases, the retail staff told surveyors that, to continue to re-
ceive broadcast signals, that their only choice would be to buy a
brand new television set or even an upgraded HDTV—a more ex-
pensive, high-definition television—which is not necessary to re-
ceive digital television signals.

In the Virginia area Wal-Mart, our surveyors were told that their
only option was to buy a brand new HDTV or sign up for cable
service. In a Virginia area Best Buy, our surveyors were told that
the upcoming transition meant that signals would now all be
HDTV signals, and consumers would have to buy a brand new
HDTYV to continue getting their over-the-air television.

In another Virginia area Best Buy, our surveyors were told that
to continue receiving television signals after the transition, they
would have to purchase a useless HDTV tuner, which would have
cost them at least $170.

In a Virginia area Target, our surveyors were told of converter
boxes, but were told that there were no discounts, that there was
no Government program, and that a brand new digital television
set would actually be cheaper than the converter box program at
initial cost.

In almost every store surveyed, we found a number of analog tel-
evision sets on the shelves, sometimes labeled on the box or on the
shelf; but in all stores, it could be easy for consumers to miss the
warning labels. Throughout this fall and this year’s holiday shop-
ping season, it is crucial that bargain hunting shoppers are not
duped into purchasing a slightly discounted analog television set
when they will have to purchase a converter just months later.

Our surveys were designed to account for a lack of boxes on the
shelves and the—at that time—unknown manager of the coupon
program, but Best Buy was the only store at that time to provide
print information in both Spanish and English. Unfortunately,
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their store representatives had clearly not read the brochure and
were unable to repeat or even reference the brochure.

We have only a few months to ensure that the benefits of the
transition do not come at a cost to our most vulnerable consumers.
And while the return to Spectrum holds exciting new opportunities
for nationwide, broadband or wireless service, we have got to make
sure that we put efforts into the transition and efforts into research
and into preparing consumers.

Thank you.

[The prepared statement of Mr. Fazlullah follows:]
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AMINA FAZLULLAH,

MEDIA AND TELECOMMUNICATIONS STAFF ATTORNEY,
UNITED STATES PUBLIC INTEREST RESEARCH GROUP
U.S. HOUSE SUBCOMMITTEE ON TELECOMMUNICATIONS
“STATUS OF THE DTV TRANSITION - PART II”
OCTOBER 17, 2007

Chairman Markey, Ranking Member Upton, and members of the Committee: I am Amina
Fazlullah, Media and Telecommunications Staff Attorney" for the United States Public
Interest Research Group (U.S. PIRG). U.S. PIRG is the federation of state Public Interest
Research Groups -- non-partisan, non-profit public interest advocacy organizations based
in 30 states. On behalf of our members across the country I want to thank you for the
opportunity to testify in today’s hearing on the upcoming digital television transition.

It’s been nearly two years since Congress established the official transition date from
analog T.V. broadcasting to digital, yet virtually no U.S. consumer knows what will
happen on February 17, 2009. On that date, television broadcasters will switch from
analog to digital signals. The transition offers the country the return of valuable, “beach
front property” spectrum that can be used to enhance emergency communications, spur
innovation and improve broadband connectivity.

One other thing will happen on February 17, 2009. Every consumer who watches over-
the-air TV with an analog set will have their set go dark. Including in the estimated 22
million consumers in this category are 8 million households with at least one member
older than 50.

The government is of course at least aware of this problem. Congress has allocated
funding for an education program. The relevant agencies have required that
manufacturers stop producing new analog televisions and that retailer properly label the
remaining analog televisions at the point of sale. Congress has also allocated funding to
provide coupons to help consumers pay for the necessary converter boxes to get their
analog television sets to work again.

Yet, based on preliminary U.S. PIRG research, which we will discuss today, neither
government nor retailers are adequately preparing consumers for the impending DTV
transition.

Unfortunately, the vast bulk of the governments’ efforts have been focused in a lopsided
manner on the future uses of the television broadcast spectrum and not on the very
concrete and serious problems that arise from the DTV transition.

Itis U.S. PIRG’s view that neither the government nor retailers are doing enough to
ensure adequate DTV education, to make sure converter boxes are made available at fair

prices and that consumers are informed of the availability of coupons.

This lack of attention comes despite clear signals that the DTV transition poses a
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nationwide problem on the level of the Y2K threat, however unlike the over-hyped Y2K

threat, the DTV transition comes with guaranteed and identified problems for millions of
our country’s most vulnerable consumers, again, including a disproportionate number of

older Americans.

Over the past year, key members of Congress, Commissioners of the Federal
Communications Commission (FCC) and the staff of the U.S. Department of Commerce's
National Telecommunications and Information Administration (NTIA) have all echoed
the same concems — that the transition is coming but we still do not have a
comprehensive national education strategy to prepare consumers. QOur country is now
about 16 months away from the transition. While industry stakeholders (broadcasters,
cable manufacturers and retailers) have made promises to provide point of sale notices,
prepare retail staff and broadcast public service announcements — this is too large of a
problem for our government to rely on mere promises.

We welcome the fact-finding aspect of congressional hearings and agency workshops but
we need government to act swifily and begin to enforce an extensive education campaign.

U.S. PIRG has identified three major hurdles that must be met to begin to address the
DTV transition properly.

(1) All consumers across the country must be notified of the transition. There is
precious little time left in 2007 and as the election year begins to kick into high
gear it will be difficult to gain the attention of the public. It takes time and near
constant repetition to get a message across on a national scale. Government must
step in and ensure that PSAs are broadcast at peak hours both early and often.
Government must also utilize existing government programs that reach out to at-
risk households to provide paper notice of the transition and the coupon program.

(2) Any retailer that will be carrying the converter boxes must provide DTV
transition training to prepare staff. The estimated 22 million consumers that
will be left in the dark come February 2009 are less likely to have access to
online materials and most will likely seek out face to face advice. Retailers will
be on the frontlines of the transition. Government must ensure that retailers
adequately train personnel and enforce penalties against companies that
misinform and abuse consumers to reap greater profits from sale of unnecessary
TVs to people who could get by with a low cost converter box. According the
FCC converter costs will net out at $20 - 40 per TV after the estimated retail cost
of $60 - 80 for a converter box is offset by the $40 value of a coupon® $20 - 40
dollars is certainly a lot less than $320 the estimated cost of a 32 inch digital
TV.

(3) Cable subscribers must be protected: For the 40 million cable subscribers that

! http://www.ntia.doc. gov/dtvcoupon/consumer.html
? hitp://www.bestbuy.com, Dynex® - 32" 480i Standard-Definition Digital TV Model: DX-R32TV SKU: 8205694
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have a total of 120 million analog sets’ hooked up to cable services, government
must ensure that cable companies do not use this opportunity to impose lifetime
rate hikes or attempt to use the DTV transition as an excuse to force consumers
into higher-cost cable packages.

Safety, Media, and Democracy at Risk

More Americans choose local television news as one of their top three sources for news
than any other form of traditional or new media, according to The Future of News Survey
conducted for the Radio and Television News Directors Foundation®. At risk in the
transition is not just the ability of older Americans to access entertainment but news and
emergency information. There will be a great consumer outcry if the millions of
Americans who rely on free TV wake up after February 17, 2009 and find that their TVs
have gone dark and simply don’t work.

In the confusing weeks and months that after the transition it will become even harder to
reach out to populations that already utilize only a few methods of communication.

Protecting Consumer Transition Dollars

A successful digital television transition will requires that government takes concrete
steps to ensure that all stakeholders act in goodfaith on their promise to participate in the
transition. Beyond plans to educate consumers we must think about how to deal with bad
actors in this time of transition. With 890 million government dollars’set aside for the
coupon/converter box program it is incumbent upon government to ensure that
consumers are provided with accurate information as they decide to spend for the
transition.

The 22 million viewers of over the air analog television will face an expensive choice to
continue to receive a television signal: subscribe to cable or satellite, buy a digital
television set, or purchase a digital-to-analog converter box through the NTIA coupon
program or purchase a converter box at cost without assistance from the government
through its coupon program. All of these options cost money. For families on a fixed
income or operating on low incomes, even an inexpensive converter box can cost more
than a week’s food budget.

Industry Efforts And Preliminary U.S. PIRG Research Findings

Industry stakeholders have made substantial promises to inform the public. While U.S.
PIRG agrees that this transition cannot be successful without the support of industry we
believe that industry’s participation must be mandated and closely monitored to ensure
that consumers a fully protected throughout the transition.

3 September 11,2007, § of Chairman Kevin Martin In the Matter of Carriage of Digital Television Broadcast
Signals: Amendment to Part 76 of the Commission’s Rules, CS Docket No. 98-120, Third Report and Order and Third
Further Notice of Proposed Rulemaking

42006 The Future of News, the Radio and Television News Directors Foundation
Shttp://www.ntia.doc.gov/otishome/dtv/DTVFactSheet_Contract_070815.himl
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As of August 2007 U.S. PIRG completed a preliminary study that surveyed the top five
electronics retailers in the DC Metro area. Our initial findings based on interviews with
clerks and supervisory personnel are alarming and show that despite industry promises to
educate and prepare personnel all five retailers had personnel that provided inaccurate or
even misleading information. The study is based on surveyors posing as consumers.

Our surveyors found that: when asked, retailers did not acknowledge the existence of
converter boxes or the coupon program. In many cases the retail staff told surveyors that
to continue to receive broadcast signal a consumer’s only choice would be to buy a brand
new television or even an upgraded HDTV set (a more expensive High-Definition TV
HDTYV is not necessary to receive Digital or DTV signals).

In a Virginia area Walmart our surveyors were told that their only option was'to buy a
brand new HDTV or sign up for cable service.

In a Virginia area Bestbuy our surveyors were told that upcoming transition meant that
signals would now all be “HDTYV signals” and consumers would have to buy a brand new
HDTV to continue getting over the air television.

In a Virginia area Bestbuy our surveyors were told that to continue receiving television
signals after the transition they would have to purchase a useless HDTV tuner (costing
$170).

In a Virginia area Target our surveyors were told of the converter boxes but were told
there was no discounts, that there was no government program and that a brand new
digital television set would actually be cheaper than the converter box in initial cost.

In almost every store surveyed we found a number of analog television sets on the
shelves, sometimes labeled on the box or on the shelf but in all stores it could be easy for
a consumer to miss the warning labels. Throughout the fall and this year’s holiday
shopping season it is crucial that bargain-hunting shoppers aren’t duped into purchasing a
slightly discounted analog television set when they’ll have to purchase a converter just
months later.

Our surveys were designed to account for a lack of boxes on the shelves and the unknown
manager of the coupon program. Bestbuy was the only store provided print information
(in both Spanish and English), unfortunately their store representatives had clearly not
read the brochure and was unable to repeat or event reference the brochure. While all
stores knew of the transition and the February 2009 deadline all top five retailers had
personnel that switched standard definition digital televisions with high definition
televisions. At no point in time did any of the personnel from any of the stores tell us that
they weren’t familiar with the details of the switch or directed us to any help-lines,
managers, materials or websites.

Despite FCC efforts to root out stores in violation of labeling requirements our PIRG
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researchers found a number of stores still in violation of the requirement. Upon the
conclusion of our nationwide report we will file a detailed complaint listing every store
that our limited PIRG researchers found in violation of existing labeling laws.

These preliminary results demonstrate the need for strong government oversight into
industry efforts in the DTV transition.

Funding the transition

U.S. PIRG is also skeptical about the success of these efforts without additional
resources. In prior House and Senate Commerce testimony on the DTV transition
members of Congress highlighted the fact that the city of Berlin Germany set aside the
more money to transition their city than the United State’s has for the entire country. In
the United Kingdom the government has phased in the transition over multiple years
{2008-2012°%) and through their substantial preparation efforts are estimated to complete
their transition ahead of schedule.

If Congress wants the digital television transition and coupon program to succeed, it must
adequately invest time and resources in an educational program that truly leaves no
community behind. We strongly urge Congress to supplement the amount of funding for
consumer education efforts.

Employing Government Muscle

While both NTIA and the Federal Communications Commission are committed to
educating consumers about the transition and the coupon program, a public education
effort of this magnitude should not be limited to only a few agencies.

» Ensuring a successful transition will require public education at the national, state,
and local levels.

e At a minimum, every federal agency should be required to participate in
educational outreach, and if possible, serve as a site where coupons can be
distributed.

e Utilizing current federal programs to contact at risk populations is one effective
way of reusing programs in place to access a variety of communities.

o These efforts should also be replicated at the state and local level franchise
authorities. If a small increase in franchise revenues to the local authorities could
cover the costs of a one-year program to notify all consumers in a local franchise
area.

Conclusion

We have only a few months to ensure that the benefits of the transition don’t come at a
cost to our most vulnerable consumers. Yes, the return of spectrum holds exciting new

& hitp://www.digitaluk.co.uk/en/when.html
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opportunities for nationwide broadband or new wireless services. Yes, the quality of
picture quality will improve with the transition to digital signals. However, before we
jump ahead to the boons of the transition we’ve got to put the time, effort and resources
into preparing consumers for the day their TV will go dark. If we don’t find a way to
communicate to our most vulnerable consumer how and when to transition we run the
risk as a country of shutting off democratic debate and crucial emergency services to low
income, rural, minority and older Americans.

Thank you for both the opportunity to speak today and for your leadership as we move
forward in addressing the digital television transition. I look forward to answering any
questions you may have.

! Bar Pending, Sat for New York Bar July 2007, htip://www uspirg org/about-us/staf¥/staj Tullah##h [T0G-9;
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Mr. MARKEY. Thank you. We very much appreciate it.

Mr. MARKEY. Our next witness is Michael Benjamin. He is the
executive director of Family, Career and Community Leaders of
America. That is a national nonprofit student organization that
will participate in a grassroots campaign to educate consumers
about the DTV transition.

Welcome, sir. Whenever you are ready, please begin.

STATEMENT OF MICHAEL BENJAMIN, EXECUTIVE DIRECTOR,
FAMILY, CAREER, AND COMMUNITY LEADERS OF AMERICA

Mr. BENJAMIN. Thank you very much, Chairman Markey, Rank-
ing Member Upton and members of the committee. We thank you
for the opportunity to provide you with the information about the
role that Family, Career and Community Leaders of America will
play in this transition event that will take place on February 17,
20009.

As the executive director of Family, Career and Community
Leaders of America—and I will refer to ourselves as “FCCLA” for
it is just too long of a name—I am pleased to be representing an
exemplary youth organization that will be involved in assisting citi-
zens throughout the United States to become more aware of the
analog to digital television coupon program.

As you mentioned, FCCLA is a national nonprofit student organi-
zation that helps young men and women become strong leaders in
families, careers and communities through family and consumer
sciences education programs. FCCLA has been in existence since
1945, and for most of you, it looks as though you are older than
25. So up until 1999, it was known as the Future Homemakers of
America, FHA. So in 1999, we changed our name to reflect the
changes that obviously were taking place in society.

FCCLA members are students in middle schools and high schools
who are organized by local chapters in school settings. FCCLA
membership is open to students of all races and religious beliefs
and can be found in public, private and homeschool settings. Fam-
ily and consumer science teachers serve as FCCLA chapter advi-
sors. Throughout the United States, we have more than 225,000
students and nearly 7,000 local chapters in all 50 States, Puerto
Rico and the Virgin Islands. FCCLA is one of the largest career
and technical student organizations as endorsed by the U.S. De-
partment of Education, the Office of Vocational and Adult Edu-
cation.

For over 60 years, FCCLA members have been achieving positive
student outcomes and successes through national programs based
on identified community needs. One example of a FCCLA program
that has addressed a youth-related concern is what we call STOP
the Violence. It is students taking on prevention. STOP the Vio-
lence was created in 1999 following the Paducah, KY school shoot-
ing after the local chapter president was injured. The STOP the Vi-
olence program empowers youth with attitudes, skills and re-
sources to recognize, report, and reduce youth violence. The pro-
gram was funded by the U.S. Department of Justice and the Office
of Juvenile Justice and Delinquency Prevention until 2006. During
that period of time from 1999 through 2006, FCCLA trained 38,000
individuals in almost 6,000 chapters with this program.
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So why is FCCLA involved in this program? We have labeled our
campaign “Keep Your TV On.” For this initiative, FCCLA has
partnered with the Best Buy Company, Inc. and Geek Squad and
has involved NTIA and other partners, including media outlets, to
increase awareness of FCCLA and the digital television converter
box coupon program.

NTIA provided the opportunity for FCCLA to connect with part-
ners involved in the transition. Project ideas were being made
available to FCCLA advisors to integrate this campaign into their
classrooms. Best Buy Company, Incorporated, and Geek Squad
have provided FCCLA with $50,000 to be used as incentive awards
and publicity for the campaign. FCCLA youth leaders will take the
lead on this consumer education, grassroots effort that will benefit
communities nationwide, utilizing the Best Buy “blue shirts” and
Geek Squad agents where available.

We will begin promoting this full-time campaign at our 2007 na-
tional/regional meetings at which over 9,000 students and their ad-
visors will come together in four cities throughout the United
States: Atlanta, GA and Buffalo, NY on November 9 through the
11th; Denver, CO and Minneapolis, MN on November 16 through
the 18th.

Following the campaign kickoff in January 2008, Keep Your TV
On Awards will be given out each month between January and
May, and each month up to 10 chapters will receive $500 gift cards
from Best Buy. In June, all national winners will be enrolled in a
grand prize contest of $3,000. The contest and campaign will be
highlighted in our various publications, such as Teen Times, and
through our various networks to our teacher advisors.

Mr. Chairman, FCCLA is involving youth across the country in
community engagement by doing its part to help raise awareness
of the analog-to-digital transition and the converter box coupon
program. We appreciate the opportunity to appear before your com-
mittee and to provide you with this update on how FCCLA will be
involved in this effort.

Thank you.

[The prepared statement of Mr. Benjamin follows:]
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Testimony of Michael L. Benjamin
Executive Director
Family, Career and Community Leaders of America, Inc.

Before the
House Committee on Energy and Commerce
Subcommittee on Telecommunications and the Internet

Hearing on the “Status of the DTV Transition — Part 2”
October 17, 2007

Chairman Markey, Ranking Member Upton, and Members of the Committee,

thank you for the opportunity to provide you with information about the role that Family,
Career and Community Leaders of America (FCCLA) will play in the analog to digital
television transition event that will take place on February 17, 2009. In many respects I
have come full circle with the Telecomnmunication Act of 1996 and with your
Subcommittee Mr. Chairman. As Executive Director of the Institute for Mental Health
Initiatives (IMHI) from 1994-1999, I was responsible for IMHI's collaboration with the
National PTA and the University of Wisconsin-Madison in conducting a 1996 national
survey of parents concerning their informational needs regarding a TV Ratings System.
The survey findings were utilized by the TV Industry Workgroup in developing its TV
Parental Guidelines that are still utilized today. As the Executive Director of Family,
Career and Community Leaders of America (FCCLA), I am pleased to be representing
an exemplary youth organization that will be involved in assisting citizens throughout

the United States in making the transition from analog to digital television.
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FCCLA Overview

FCCLA is a national nonprofit student organization that helps young men and
women become strong leaders in families, careers, and communities through Family and
Consumer Sciences Education (FACS). Its mission is to promote personal grbwth and
leadership development through FACS. Focusing on the multiple roles of family
member, wage earner, and community leader, members develop skills for life through
character development, creative and critical thinking, interpersonal communication,

practical knowledge, and career preparation.

FCCLA members are students in middle schools and high schools who are taking
or have taken a FACS course. These young people are organized by local chapters in
school settings. Members develop and lead projects that address important personal,
family, career, and societal issues. FACS teachers serve as FCCLA chapter advisers.
FCCLA membership is open to students of all races and religious beliefs and can be
found in public, private, and home school settings. Based on the 2005-2006 annual
membership report, the four membership regions have the following membership
percentages:

®  54% Southemn
s 32% Central
* 8% Pacific
e 6% North Atlantic
FCCLA involves more than 225,000 students in nearly 7,000 local chapters in all 50

states and Puerto Rico and the Virgin Islands. FCCLA is one of the nation’s largest
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Career and Technical Student Organizations and is endorsed by the U.S. Department of

Education, Office of Vocational and Adult Education.

The organization started in Chicago in 1945 when students enrolled in home
economics classes and their advisers officially formed Future Homemakers of America

(FHA). FHA changed its name to FCCLA in July 1999.

FCCLA National Programs

For over 60 years FCCLA members have been achieving positive student
outcomes and success through national programs based on identified community needs.
At the heart 6f FCCLA is student involvement in programs, projects, activities, and
events they plan, carry out, and evaluate themselves. Through FCCLA projects—simple
or complex, short-term or long-term—members sort out thoughts, analyze situations, set
goals, interact with others, apply classroom knowledge, and become leaders in families,
careers, and communities. Thronghout FCCLA activities chapter members involve
community leaders and various collaborative groups. FCCLA programs are frameworks
that encompass lessons, learning activities, projects, resources, and recognition for
carrying out projects related to a specific topic. Projects may be part of a larger program
or may be custom-designed to meet members’ needs, interests, and concerns. One
example of an FCCLA program that has addressed a youth related concern is STOP the
Violence — Students Taking On Prevention. STOP the Violence was created in 1999
following the Paducah, Kentucky school shooting, after the local chapter president was

injured. The STOP the Violence program empowers youth with attitudes, skills, and
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resources to recognize, report, and reduce youth violence. The program was funded by
the U.S. Department of Justice, Office of Justice Programs, and the Office of Juvenile
Justice and Delinquency Prevention until 2006. From 1999 through 2006, FCCLA has

trained 38,651 individuals in 5,921 chapters in this program.

“Keep Your TV On” Campaign

In the new initiative, FCCLA has partnered with the Best Buy Co. Inc. and Geek
Squad, and has involved the National Telecommunications and Information
Administration (NTIA) of the Department of Commerce, and other partners, including
media outlets, to increase awareness of FCCLA and the Digital Television (DTV)
Converter Box Coupon Program. NTIA provided the opportunity for FCCLA to connect
with partners involved in the transition. FCCLA’s “Keep Your TV On” campaign was
developed to provide chapter advisers (teachers) with the tools necessary to conduct
community service projects across the couni:ry and in the FACS classroom. Project ideas
will be made available to FCCLA advisers to integrate this program into the classroom
and by utilizing cémmum'ty organizations. Best Buy Co., Inc. and Geek Squad has
provided FCCLA with $50,000 to be used as incentive awards and publicity for the
campaign. Chapters will promoté the national transition to digital television and the
Commerce Department Converter Box Coupon Program. FCCLA youth leaders will take
the lead on this consumer education grassroots effort that will benefit communities

nationwide utilizing the Best Buy “blue shirts” and Geek Squad agents where available.
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FCCLA will begin promoting the campaign at the 2007 National Cluster
Meetings. Each fall, nearly 9,000 students and advisers from FCCLA chapters from all
over the country convene at four regional meetings to share ideas, learn about exciting
programs offered by FCCLA and develop leadership skills. Best Buy will be presenting a
youth workshop at each meeting in the following four locations: Atlanta, Ga., and

Buffalo, N.Y. November 9-11) Denver, Co., and Minneapolis, Minn., (Nov. 16-18).

Following the campaign kick off in January 2008, “Keep Your TV On” awards
will be given out each month between January and May. Each month up to 10 chapters
will receive $500 gift cards from Best Buy. In June all national winners will be enrolled
in a grand prize contest of $3,000. The contest and campaign will be highlighted in
FCCLA publications, such as, Teen Times, the national bimonthly magazine that is
distributed to all 225,000 members and The Adviser, the national biannual newsletter for
teachers that includes up-to-date chapter management information and at regional

meetings.

Summary

FCCLA is involving youth across the country in community engagement by doing
its part to help raise awareness of the analog to digital transition and the Converter Box
Coupon Program. We appreciate the opboﬂunity to appear before this Subcommittee and
provide this update on “Status of the DTV Transition — Part 2.” Please let us know how

we can connect you with our members in your district. Thank you.
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Mr. MARKEY. Thank you, Mr. Benjamin, very much.

Our next witness, Nancy Zirkin, is the vice president and direc-
tor of public policy for the Leadership Conference on Civil Rights.
LCCR is one of the Nation’s oldest coalitions of civil rights organi-
zations, and it is a founding member of the DTV Transition Coali-
tion.

We welcome you. Whenever you are ready, please begin.

STATEMENT OF NANCY M. ZIRKIN, VICE PRESIDENT/DIREC-
TOR OF PUBLIC POLICY, LEADERSHIP CONFERENCE ON
CIVIL RIGHTS

Ms. Z1rKIN. Thank you very much, Mr. Chairman, and thank you
for inviting me to actually testify today.

As the chairman said, I am Nancy Zirkin, vice president and di-
rector of public policy for the Leadership Conference on Civil
Rights. LCCR is the Nation’s oldest and most diverse coalition of
approximately 200 national, civil and human rights organizations.

Imagine for a moment that it is February 17, 2009. You are an
ordinary citizen—a mother or a grandpa from Kalamazoo—and you
turn on your TV to see the weather, and it is blank. You did not
get the message that our Government has mandated that all sig-
nals had to be digital.

The great switch from analog will have a profound impact on
millions of Americans, especially seniors, the poor, the minority
community, people with disabilities, and those whose first language
is not English. But the reality today is that everybody needs a TV,
not just for entertainment but for the news—what is happening lo-
cally, nationally and worldwide. Imagine 9/11 without TV coverage,
and you understand how important having a working television is
to the 21 million American households who now rely solely on free
analog TV.

LCCR believes that access to all communications in the 21st cen-
tury is not a luxury but a fundamental right of every American.
And the challenges involved in preparing Americans for the digital
TV transition are of such magnitude that a strong congressional re-
sponse is required, for in the end, voters will look to Congress if
their TVs go dark.

LCCR applauds Congress for recognizing the need for Govern-
ment support to help consumers know about the coupon program,
but we are as troubled as Mr. Doyle is. The $5 million allotted by
Congress to educate consumers about the coupon program is a tiny
amount to support the kind of public education effort that is re-
quired. Since the goal of the DTV public education campaign is to
research everyone in each State, it is not unlike State Senate cam-
paigns; and to put it in perspective, California, Ohio and Pennsyl-
vania have a combined population of about 21 million households,
and the combined cost of last year’s Senate campaigns in these
States was $22 million. Five million dollars to educate all 50
States? I don’t think so.

Our fear is that people who will be most affected by the change
will not hear about it and will not have access to any of the cou-
pons. We are also concerned that our most vulnerable populations
will be the least likely to receive the first-come, first-served limited
number of coupons for the converter boxes, leaving them with only
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unaffordable options. Congress can help make sure that that does
not happen by actually determining that the coupons go to those
who need them most. We urge you to consider the following unmet
needs as you assess the status of the DTV transition.

First, there needs to be sufficient funding appropriated to ensure
a smooth transition, including funding private charitable groups
that work directly with the populations most at risk.

Second, there needs to be a comprehensive plan in place to at-
tract how the education effort is progressing. It should include re-
search, outreach and rapid response to ensure that those who are
most at risk of losing service know about the transition and how
to obtain getting a coupon.

Finally, there needs to be coordination among all Federal agen-
cies on educational outreach, with the replication of these efforts at
the State and local levels.

Finally, let me say that LCCR, through our member organiza-
tions representing over 60 million Americans, will do our part to
educate consumers. But we and the DTV Coalition cannot do it
Wittht additional help and oversight from the Congress and from
NTIA.

Thank you, Mr. Chairman.

[The prepared statement of Ms. Zirkin follows:]
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STATEMENT OF
NANCY ZIRKIN, VICE PRESIDENT & DIRECTOR OF PUBLIC POLICY,
LEADERSHIP CONFERENCE ON CIVIL RIGHTS
U.S. HOUSE COMMITTEE ON ENERGY AND COMMERCE
SUBCOMMITTEE ON TELECOMMUNICATIONS AND THE INTERNET
“STATUS OF THE DIGITAL TELEVISION TRANSITION-PART 2”

OCTOBER 17, 2007

Chairman Markey, Ranking Member Upton, and members of the Committee: I
am Nancy Zirkin, vice president and director of public policy of the Leadership
Conference on Civil Rights (LCCR). Thank you for the opportunity to testify in today’s
hearing on the status of the digital television transition.

LCCR is the nation’s oldest and most diverse coalition of civil rights
organizations. Founded in 1950 by Arnold Aronson, A. Philip Randolph, and Roy
Wilkins, the Leadership Conference seeks to further the goal of equality under law
through legislative advocacy and public education. LCCR consists of approximately 200
national organizations representing persons of color, women, children, organized labor,
persons with disabilities, the elderly, gays and lesbians, and major religious groups.
Additionally, LCCR is a founding member of the DTV Transition Coalition, a large
coalition that includes as members the Federal Communications Commission, the U.S.
Department of Commerce, industry groups, grassroots and membership organizations,
manufacturers, retailers, trade associations, civil rights organizations, and community
groups. I am privileged to represent the civil and human rights community in submitting
testimony for the record to the Committee.

With the arrival date for the future of television drawing near, we urge you to

consider the following unmet needs as you assess the status of the digital television
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transition. First, there needs to be sufficient funding appropriated to ensure a smooth
transition, especially for the lower-income households, seniors, minorities, and persons
with disabilities who are most dependent on television. Second, there needs to be a
comprehensive plan in place that includes research, outreach, and rapid response to
ensure that those who are most at risk of losing service are protected. Finally, given the
magnitude of the public education effort necessary to inform those Americans most at
risk of losing their television signal, there needs to be coordination among all federal
agencies on educational outreach, with replication of these efforts at the state and local
level.

As context, I would like to discuss what the government-mandated transition to
digital television means for the communities LCCR represents, and what needs to be
done to ensure than no community is left in the dark. Will a// Americans be sufficiently
educated about the transition, so that they will be able to make it relatively easily and
without undue economic burden? Moreover, will al// Americans actually receive the
benefits of digital television, including High Definition Television and multicasting, or
will they be deprived of these remarkable technological advances?

While the federal agencies most responsible for managing this transition—the
National Telecommunications and Information Administration (NTIA) and the Federal
Communications Commission—and a wide range of private stakeholders in the
broadcasting, cable, retail, and manufacturing industries are already working hard to
address the impact of the transition, LCCR believes that the challenges involved in
preparing Americans for the digital television transition are of such magnitude that a

strong Congressional response is required.
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What’s at Stake

Making the transition to digital is not simply a matter of being able to watch
wrestling, or American Idol, or reruns of Friends. At stake in the transition to digital
television is the ability of the nation’s most vulnerable populations to maintain
uninterrupted access to their key source of news and information and emergency
warnings: free, over-the-air television. It would be a great tragedy if the millions of
Americans who rely on free TV wake up after February 17, 2009 and find that their TVs
simply don’t work.

A successful digital television transition will require well-informed consumers
who can access what, for many, will be brand new technology. This cannot occur without
a comprehensive, coordinated national consumer education effort focusing on not only
the transition itself, but also on the coupon program to be administered through NTIA.

The need for such an effort is particularly important for the communities that
LCCR member organizations represent. In 2005, the GAO found that up to 19 percent, or
roughly 21 million American households, rely exclusively on over-the-air, free television.
According to the GAO, 48 percent of households that rely solely on over-the-air
television have incomes under $30,000.

These consumers will face an expensive choice to continue to receive a television
signal: subscribe to cable or satellite, buy a digital television set, or purchase a digital-to-
analog converter box without assistance from the government through its coupon
program. All of these options cost money. Even an inexpensive converter box can cost
more than a week’s food budget for many low-income families and for many elderly

persons living alone and on Social Security.
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We are especially concerned because minority and aging households are

disproportionately affected by the transition.

According to the GAO, non-white and Hispanic households are more likely to
rely on over-the-air television than are white and non-Hispanic households.

Of the 21 million over-the-air households, one-third (or seven million people) are
Spanish-language speakers, according to the testimony of Alex Nogales, President
and CEO of the National Hispanic Media Coalition, before the House
Subcommittee on Telecommunications and the Internet in March 2007.

Eight million of the 21 million over-the-air households include at least one person
over 50 years of age, according to the March 2005 testimony of Lavada DeSalles
on behalf of AARP, before the House Subcommittee on Telecommunications and
the Internet.

One-third or more of over-the-air television viewers have disabilities, according
to the American Association of People with Disabilities.

African Americans make up 23 percent of over-the-air households, according to

the National Association of Broadcasters.

LCCR believes that access to communications is a fundamental right of every American.

Given the impact the transition will have on all our most vulnerable communities, LCCR

applauds Congress for recognizing the need for a government compensation program to

be administered by NTIA to assist with the transition. But the process that has been

created raises a number of troubling concerns.
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Funding

First and foremost, we are deeply concerned that the $5 million that Congress has
allocated to NTIA to educate consumers about the coupon program will be woefully
inadequate to support the kind of public education effort that the transition requires.
Public education campaigns are not unlike state election campaigns in terms of scope.
Therefore, consider California, Pennsylvania, and Ohio, whose combined population is
approximately 21 million households—comparable to the number of households that will
likely need to be educated on the digital television transition. The cost of a campaign in
Ohio District 15 in 2006 was nearly $7.5 million; in Pennsylvania District 6, $7.6
million; for California District 11, $7 million—a total of $22 million for just three
districts in those states. Consider also Berlin, Germany, which in 2004 spent
approximately $1 million to notify its 3.4 residents of that city’s digital television
transition.

The lack of sufficient resources within the digital television transition consumer
education effort for support of nonprofit, social justice, or community-based
organizations further limits the scope of public education efforts that will be possible.
The effort to ensure that all Americans have access to over-the-air digital television
should not be left to government and industry alone; the private charitable organizations
that work directly with the populations most at-risk need to be engaged, but they need
support.

More specifically, what is needed are efforts that fund and engage grassroots
groups to conduct the training workshops; develop and disseminate the informational

materials that are linguistically appropriate and in alternate forms (Braille, audiotapes,



322

ASCII disk, large font, closed captioned); and provide the technical assistance that will
help the low-income households, minorities, limited English-speaking families, seniors,
and persons with disabilities who are most dependent on television make the transition.

LCCR is committed to working with our community-based member
organizations, including groups that serve populations who speak languages other than
English, and those that assist working families such as unions and religious organizations,
to make sure their members know about the transition and the coupon program. But we
are skeptical about the success of these efforts without additional resources. We believe
that the costs of the digital transition to the 21 million over-the-air households should be
paid for by the ample proceeds generated by the auctions of reclaimed spectrum.

If Congress wants the digital television transition and coupon program to succeed,
it must adequately invest in an educational program that involves all relevant sectors and
that truly leaves no community behind. We strongly urge Congress to supplement the
amount of funding for consumer education efforts. In the end, voters will look to
Congress if their televisions go dark.

Research, Oversight, and Rapid Response

In addition to our concerns that those populations most in need will be least likely
to know about the coupon program, LCCR is concemed that low-income and minority
communities, seniors, and people with disabilities will be least likely to receive the first-
come, first-served limited number of coupons.

NTIA’s Digital-to-Analog Converter Box Coupon Program currently
contemplates what is essentially a two-phase process. Under the first phase, while the

initial $990 million allocated for the program is available, all U.S. households—including
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cable and satellite customers—will be eligible to request up to two $40 coupons to
purchase up to two, digital-to-analog converter boxes. Under the second phase, if NTIA
requests the additional $510 million already authorized by Congress, then households that
certify in writing they rely on over-the-air reception will be eligible for coupons.

LCCR urges Congress to ensure that the transition to digital television serves to
benefit all Americans. In order to do so, there must be a way for Congress to determine
that coupons are going to those who most need them.

e It is clear that we will need sufficient independent research to make sure that
messages about the coupon program are effective for these populations. We will
need to know who is taking advantage of the coupon program during the first
phase of the process, so that NTIA knows how to respond or whether and where
to deploy additional funds.

e The government can play an important role in conducting this research through
the General Accounting Office, with Congress tracking the progress.

In addition to an aggressive ongoing monitoring effort, there must be plans in
place to respond rapidly to those most vulnerable populations who end up losing service,
so that they get the education and assistance they need. If low-income households,
seniors, minorities, or persons with disabilities are cut off because funds run out,
Congress must allocate additional funds to ensure that all Americans can make the

transition to digital TV,
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Additional Governmental Qutreach
While both NTIA and the FCC are committed to educating consumers about the
transition and the coupon program, a public education effort of this magnitude should not
be limited to only a few agencies.
» Ensuring a successful transition will require public education at the national, state,
and local level.
e At a minimum, every federal agency should be required to participate in
educational outreach, and if possible, serve as a site where coupons can be
distributed.

e These efforts should also be replicated at the state and local level.

Conclusion

I want to acknowledge that despite the great challenges in making sure that all
Americans know about the digital television transition and the coupon program, the
transition presents great opportunities. Industry, broadcasters, manufacturers, interest
groups, and federal officials agree that digital TV offers viewers better quality
transmission and a wider range of programming options. Because the digital signal has
the ability to provide so much more information, it has the ability to provide more
services to those who speak languages other than English and people with disabilities
(such as enhanced closed captioning and video description services). We do not know if
the broadcasters are going to provide such services, but we do know that there is the

potential to do so. Thus, the transition has the potential to open the door for more
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Americans to participate fully in the digital age. This will only be true, however, if all
families will be able to access digital television programming,.

Thank you for both the opportunity to speak today and for your leadership as we
move forward in addressing the digital television transition. 1look forward to answering

any questions you may have.
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Mr. MARKEY. Thank you, Ms. Zirkin.

Our final witness is Tom Romeo, who is the director of Federal
Services for Global Business Services, IBM Corporation. Mr. Romeo
directs IBM’s contract from the Federal Government to manage the
Digital-to-Analog Converter Box program.

We welcome you, sir. Whenever you are ready, please begin.

STATEMENT OF TOM ROMEO, DIRECTOR, FEDERAL SERVICES
FOR GLOBAL BUSINESS SERVICE, IBM CORPORATION

Mr. ROMEO. Thank you, Chairman Markey and members of the
subcommittee, for the opportunity to testify before you today. My
name is Tom Romeo, and I am the director of Federal Servicess for
IBM’s Global Services Business for the public sector. I am here
today to talk about IBM’s role in implementing the NTIA Digital-
to-Analog Converter Box Coupon Program.

As you know, NTIA awarded IBM the contract to provide serv-
ices for the coupon program on August 15, 2007. IBM and its busi-
ness partners—Ketchum Public Affairs, Epiq Systems, and Cor-
porate Lodging Consultants—will provide services in four areas:
consumer education about the converter box coupon program; cou-
pon distribution and redemption; support for retail store participa-
tion; and financial processing to reimburse retailers to maintain
records and to prevent waste, fraud and abuse. Let me explain our
goals for the program.

IBM designed the coupon program to be consumer-focused, easy
to use, and to provide maximum choice and access for both consum-
ers and retailers. Our goal is to successfully communicate the de-
tails of the converter box program to targeted consumers, to dis-
tribute coupons and to complete the redemption process with mini-
mal waste, fraud and abuse.

The IBM team brings a diverse set of business process skills to
the project. IBM will act as the system integrator and will provide
overall project oversight. The team includes three primary part-
ners, with extremely relevant experience supporting key elements
of the program.

Ketchum is a global public relations agency IBM has worked
with for more than 10 years. They will provide consumer education
and outreach. Epiq Systems has deep experience in executing con-
sumer programs with geographically dispersed, hard-to-reach popu-
lations. They will staff the critical consumer-facing help desk and
manage coupon distribution to consumers. Corporate Lodging Con-
sultants, CLC, will work with retailers through the certification
process and financial processing to reimburse retailers.

Now, let me briefly describe the four areas of service. For the
consumer education program, we have four primary work streams.
First, we are developing messages and materials that educate con-
sumers about the coupon program. Secondly, we are building on
the outreach that NTIA has already done to over 150 public and
private sector partners. Third, we have created a strategy to lever-
age earned media across TV, radio, print, and online outlets.
Fourth, we are establishing metrics to determine the saturation of
the message. This will allow us to adjust both messaging and tar-
get audiences over the course of the coupon program.
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Consumer support begins with the coupon application. The appli-
cation and distribution process is simple, consumer-focused, and
provides multiple channels for access. Consumers can apply for
coupons via the phone, Web, or by picking up a paper application
available in their community, and mailing or faxing it in to the
Consumer Support Center. Web and phone support will be avail-
able 24 by 7, in six languages in addition to English, and will in-
clude support for those in need of hearing-impaired access. Con-
sumers can expect to receive their coupons within 2 to 3 weeks
after the order. The coupon is plastic and resembles a gift card,
something familiar to consumers, and is easy to use. Information
about where to purchase a coupon-eligible converter box in their
local area is included with the mailing.

Our retailer program has a two-pronged approach to recruit both
national retailers and smaller local retailers to participate in the
program. The Retailer Support Center opened on October 1 with
live operators. The system provides multiple channels for both
large and small retailers to certify their eligibility and enroll. All
participating retailers will receive training about the coupon pro-
gram. Making sure the sales associates are knowledgeable about
the program will help achieve the best possible consumer experi-
ence.

The coupon redemption process is also designed to maximize re-
tailer participation and to minimize waste, fraud and abuse. Six
different redemption options are offered to retailers. All are based
on real-time coupon authorization at the point of sale. For smaller
retailers, Internet and automated telephone options are also avail-
able and will operate in realtime, making a telephone the mini-
mum technology required to participate in the program.

In a typical chain-store experience, the consumer will present the
coupon card, which is then swiped at the cash register just like a
credit card or a gift card transaction. The system authorizes the
transaction. The consumer pays any cost above the $40 value of the
coupon, and leaves the store with a converter box. Authorization
data is then matched up with sales data and audited before the in-
formation is transferred to the U.S. Treasury for retailer reim-
bursement.

In conclusion, the NTIA coupon program requires innovative
thinking, leading technologies and cooperation among retailers,
broadcasters, Government agencies, and many community-based
organizations.

The IBM team is pleased to be part of this vital program and rec-
ognizes there are many challenges along the way to February 17,
2009. Our team is ready to meet those challenges and to work to
ensure that consumers across the United States have continued ac-
cess to free television broadcasting, including educational, enter-
tainment, emergency, and homeland security information.

Thank you for the opportunity to testify, and I am happy to an-
swer any questions.

[The prepared statement of Mr. Romeo follows:]
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Testimony of Tom Romeo
Director of Federal Services
IBM Global Business Services, Public Sector

Before the Subcommittee on Telecommunications and the Internet
U.S. House Energy & Commerce Committee

Hearing on Status of the DTV Transition — Part 2

October 17, 2007
Mr. Chairman and Members of the Subcommittee, thank you for this opportunity to
testify before you today on the status of the DTV Transition. My name is Tom Romeo
and I am Director of Federal Services for IBM’s Global Business Services, Public Sector.
IBM and my team are proud to be involved with many high profile projects with the
United States Department of Commerce, including the recent award of the Census
Bureau Data Access and Dissemination System and, of course, the contract that we have
with the National Telecommunications and Information Administratioﬁ (NTIA).
I am here today to talk about IBM’s role in implementing the NTIA Digital-to-Analog

Converter Box Coupon Program.

As you know, NTIA awarded IBM the contract to provide services for the Digital-to-

Analog Converter Box Coupon Program on August, 15, 2007.

IBM and its business partners, Ketchum Public Affairs, Epiq Systems and Corporate

Lodging Consultants will provide services in four areas:
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e Consumer education

¢ Coupon distribution to consumers and redemption

e Support for retail store participation

¢ Financial processing to reimburse retailers, to maintain records, and to prevent

waste, fraud, and abuse.

The Coupon Program, authorized by the Digital Television Transition and Public Safety
Act of 2005, provides for distribution and redemption of coupons that consumers may
apply toward the purchase of digital-to-analog converter boxes. Households using analog
televisions will not be able to receive digital broadcasts after February 17, 2009, unless
the analog television is connected to a converter box that switches the digital signal to an

analog format, or the analog television is connected to cable or satellite service.

Between January 1, 2008 and March 31, 2009, all U.S. households may request up to two
coupons, worth $40 each to be used toward the purchase of up to two digital-to-analog
converter boxes until the initial $990 million allocated for the program has been
exhausted. After this initial phase of the program, NTIA may request an additional $510
million already authorized by Congress. During this “contingent period”, coupons will
be available exclusively to households that rely on over-the-air broadcasting as their sole

source of television programming.
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Program Goals
With these parameters, IBM designed the NTIA Digital-to-Analog Converter Box
Coupon Program to be consumer-focused, easy to use, and provide maximum choicé and
access for both coxisumers and retailers. Ensuring high retailer participation and
satisfaction are driving factors in the design of the retailer component of the program.
Our goal is to successfully communicate the details of the converter box program to
targeted consumers, distribute coupons, and complete the redemption process with

minimal waste, fraud and abuse.

Team Organization

CLc S
Services

As the systems integrator for the coupon program, IBM leads a team of experienced

partners. IBM is providing the system integration and architecture to coordinate all the
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technical components of the program, and integrate data from the team. This information
will be available to NTIA via a web based “Dashboard” created by IBM. This data
management tool will provide a wide array of information such as number of coupons
requested, coupons redeemed, retailer participation and tracking of available funds. It
will allow NTIA to evaluate the progress of the program in real time and make

adjustments as needed.

The members of the IBM Team bring together the diverse set of business process skills
required for successful implementation of the coupon program. Ketchum, Inc.
http://www.ketchum.com/ a global public relations firm IBM has worked with for more
than 10 years, is leading the critical consumer education and outreach component of the
coupon program, Ketchum’s deep experience in communications includes a wide range
of target audiences, including working with communities of color as well as low-literate,

disabled, and elderly populations.

Epiq Systems http://www.epigsystems.comvhome.php (formerly Poorman-Douglas
Corp.), a company with deep experience in executing consumer programs with
geographically dispersed, hard-to-reach populations, will staff the critical consumer-

facing help desk and manage coupon distribution to consumers.

Corporate Lodging Consultants, Inc. (CLC) hitp://www.corplodging.com/ will perform
retail interactions (including retailer certification) and financial processing to reimburse

retailers. In addition, CLC will take a lead role in implementing effective measures to
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prevent waste, fraud, and abuse. CLC provides proven fulfillment, electronic auditing,
billing and reporting solutions and has been very successful in translating its commercial

expertise to the federal government environment.

NTIA Coupon Program End-to-end Solution

Consumer Education

Consumer education is the launching point for the Coupon Program. It is challenging,
but we realize that we must do it effectively and smartly. The target populations for the
Coupon Program are those households which receive TV broadcast signals solely from
over-the-air transmission. They are the most vulnerable to losing TV transmission after
February 17, 2009, and they also tend to be the most difficult households to reach. Over-

the-air households in general tend to be less affluent, with lower English literacy, and



333

more racial diversity than those that already have digital TV, satellite or cable." Working
with NTIA, we have identified five target populations for consumer education on the
Coupon Program: 1) seniors and older Americans; 2) the economically disadvantaged; 3)

rural residents; 4) people with disabilities; and S) minorities.

The consumer education campaign requires that we move our target audience from
awareness of the coupon program to understanding its attributes and then finally into
action. Orchestrating this progression requires coordination of multiple sets of evolving
messages delivered by a wide variety of messengers through a series of channels.
General broadcast media are the first and most indispensable channel in reaching our
target audience. We will work with individual reporters, station managers, community
relations managers, influential opinion leaders, interested stakeholder groups, advertisers,
and network executives to saturate our target audience through the general broadcast

media.

The coﬁsumer education aspect of the Coupon Program is designed to work in
partnership with the many stakeholders in the DTV Transition. We will incorporate
consumer education messages into the broader digital transition campaigns already
underway through an array of media outlets and partners. By leveraging stakeholder
partnerships and the many communication channels conveying DTV transition messages,

we will increase our ability to reach each target audience with precision.

! GAO has reported that non-white households are more likely than white households to be over-the-air
households; in addition, 48 percent of households with only analog TVs had incomes of less than $30,000
compared with 29 percent of households with cable or satellite service.
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The consumer education campaign will also issue a series of press releases and public
service announcements in a coordinated way, rather than relying solely on paid
advertising. This type of information release has been shown to have a greater level of
credibility and acceptance with the community at large, and allows for a consistency of

message.

In addition to working with print, broadcast and online media, we will continue to build
and leverage a network of committed partners who already have access to many of the
population segments that we are targeting. The influential organizations that serve as
“trusted advisors” to these populations will provide an effective source of Coupon
Program awareness and information, supplementing and reinforcing the messages in the

broad-based media campaigns.

Our communications goal is to drive our target audiences to our toll-free number and web
site where they can begin their participation in the Coupon Program by requesting
vouchers. To measure the progress, results from the press release and public service
announcement campaign (measured in media impressions) will be tracked and correlated
to increases in local, regional, and national requests for vouchers (through the web site
and toll-free number), and will show the effectiveness of the consumer education
program. We intend to evaluate this on a frequent basis so that tactics and messages can
be adjusted to suit the campaign. For example, if our analysis demonstrates we have
saturated the media with th-  ireness message sooner than expected, we can quickly

shift to the messaging revolving around understanding of the program. Our activities will
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include regular media monitoring, tracking partner activities, and monitoring website

usage incorporating this information in the Coupon Program Dashboard.

We also intend to make electronic, downloadable materials available to partner
organizations who choose to print additional copies of cleared materials. We will design
hard-copy and electronic tool kits for the mass media and our grassroots partners,
including sample press releases and newsletter articles; brochures; facts sheets with

simple graphics; and presentations on the Coupon Program.

The consumer education component of the Coupon Program is designed to work in close
partnership with the many stakeholders in the DTV Transition to create an effective and

seamless information campaign.

Consumer Support
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The Coupon application and distribution process is simple, consumer-focused, and
provides multiple channels for access. Consumers can apply for coupons via the phone,
web, or by picking up a paper application available in their community and mailing or

faxing it into the Consumer Support Center.

‘Web and phone support will be available 24x7 in 6 languages (Russian, Tagalog, simple
Chinese, Korean, Spanish, and Vietnamese) in addition to English and for those in need

of hearing impaired access.

The coupon application form itself is brief and only requires a minimal amount of
information to participate: name, address, number of coupons requested (lor 2),

verification of how a consumer receives TV service, and signature.
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Once an application is received and validated at the Consumer Support Center, the
coupon(s) will be mailed to the consumer’s address. At the outset, we will set realistic
expectations on the turnaround time for receipt of the coupon card for eligible applicants.
The coupon is plastic and resembles a gift-card - something familiar to consumers and
easy to use. The 90-day expiration date is printed directly on the face of the card so
consumers will be aware of the time frame in which they need to use the coupon.
Included in the coupon mailing to consumers will be information about where they can
purchase a coupon-eligible converter box in their local area, and what they need to do to

use the coupon.

Transparency of the process is also important to the success of the program so we will
ensure consistent messaging thronghout the consumer experience. That means a person
calling into the phone center will hear the same information that is available on the
website. We understand that consumer satisfaction in this program is highly dependent

on consistent messaging and consumer service levels.

10
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Consumer Retailer Certification and Training
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Already operational, the retailer certification solution maximizes participation of eligible

retailers and minimizes participation of ineligible retailers.

The goal is to provide the best consumer experience via convenient access to a certified

retailer.

11
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As with most industries, the 80/20 rule also applies to consumer electronics retailers —
80% of sales are driven by 20% of the retailers. Recognizing this fact, we are taking a
two-pronged approach to recruit both large national retailers and smaller, local retailers to

participate in the program.

Qutreach to large retailers is taking place in the form of personalized calls and visits by
acquisition specialists. Discussions are well underway with a number of the largest
consumer electronics retailers. Initial feedback is positive and we anticipate a high level

of participation.

For smaller retailers, outreach about participating in the coupon program is based on a
direct mail campaign which will begin later this month. The Retailer Support Center
launched on October 1 with live operators. The Center is a resource for all retailers, but

we anticipate it will be particularly helpful to smaller retailers.

The system provides multiple channels for both large and small retailers to certify their

eligibility and enroll — web, phone, and paper (either mail or fax) are all options.

The solution includes a robust retailer verification process to confirm eligibility. An
automated link to the central contractor registry (CCR) enables confirmation of data in
real-time. This is backed up by a manual intervention process where required to deal

with anomalies and exceptions.

12
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Finally, the retailer is provided with training to insure proper execution of the program at

the store/cash register level in order to achieve the best possible consumer experience.

Coupon Redemption, Payment and Retailer Support

The coupon redemption process is also designed to maximize retailer participation and

minimize waste, fraud and abuse.
Six different redemption options are provided to retailers; all are based on real-time
coupon authorization at the point of sale to confirm that a certified retailer is engaged in

the transaction, and that the coupon is valid.

The technology and process for retailer and coupon validation is based on existing

technology familiar to retailers and already resident at their cash registers.

13
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The program inoorpqrates use of the credit card industry’s leading commercial payment
authorization engine (TSYS) to evaluate and approve or decline individual coupon
redemptions at the point-of-sale (POS). This POS authorization process provides the
ability to identify and prevent fraudulent, expired or otherwise invalid cards from being

redeemed.

For smaller retailers, Internet and automated telephone options are also available and will
operate in real-time, making a telephone the minimum technology required to participate

in the program.

In a typical chain store experience, the consumer will present the coupon card which is
then swiped at the cash register just like a credit or gift card transaction. The system
returns an authorization (or rejection if the coupon is not valid), the consumer pays any
cost above the $40.00 value of the coupon, and leaves the store with the converter box.
The coupon is instantly de-activated at the time of sale to insure that it cannot be used

again.

Authorization data is then matched up with sales data and audited before the information

is transferred to the U.S. Treasury for retailer reimbursement.
Additional analysis is performed to check for anomalies in redemption patterns. For

example, if a large number of coupons distributed in North Carolina are being redeemed

in Los Angeles, a further investigation and audit will be triggered.

14
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Conclusion
The NTIA Coupon Program requires innovative thinking, leading technologies, and
cooperation among retailers, broadcasters, government agencies, and a multitude of
community based organizations. The IBM Team is pleased to be part of this vital
program and recognizes the many challenges along the way to February 17, 2009. Our
team is ready to meet those challenges and work to ensure that consumers across the
United States have continued access to free television broadcasting, including

educational, entertainment, emergency and homeland-security information.

Thank you for the opportunity to testify, and I am happy to answer any questions.

15
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Mr. MARKEY. Thank you, Mr. Romeo.

So that completes the opening statements from the witnesses.
The chairman will now recognize himself for a round of questions.

Ms. Fazlullah, you are bringing very troubling findings to our
committee. People in your organization went out to stores, and they
found out that people were not being given the accurate informa-
tion by those who worked in these stores. Target has already been
fined for not properly labeling their analog TV sets.

Are you concerned that in January, Target will be how that store
views a consumer walking into the store, as someone who might be
moved up to an HDTV set that costs $500 or $1,000, when all they
need is a converter box for their analog TV set in order to be able
to receive a digital signal?

Ms. FAZLULLAH. Yes, definitely. I think any of the top five retail-
ers still have personnel in their stores who are not aware of the
appropriate pieces of the transition, and as a result, upselling is a
serious problem.

We do not make any conclusions in our report as to whether or
not it is on purpose or anything like that. I think there is a lot of
confusion out there in terms of what the details are. What we find
troubling is that, when you go to a store representative, you expect
them to have some expertise on the question or, at the very least,
be able to guide you to the appropriate resources.

Mr. MARKEY. So you are not sure they are taking advantage
right now?

Ms. FAZLULLAH. I would say that what they are doing in the
stores right now definitely takes advantage of consumers, but I
cannot say if it is on purpose or for just a lack of training.

Mr. MARKEY. Ms. Zirkin, do you think that there is a real risk
here that these retail stores will take advantage of consumers?

Ms. ZIRKIN. I absolutely do. And for our communities, Mr. Chair-
man, the problem is that a TV is a total luxury; 48 percent, I be-
lieve—and I can check on that—of all over-the-air households have
an income of under $30,000 a year. So, for them, it is a real stretch
even to be able to afford what they would have to put up in terms
of the coupons, and that is why we are so concerned.

Mr. MARKEY. Thank you.

Mr. Stout, I share your concern that the closed captioning is not
adequately supported by new digital television equipment, even
though the manufacturers have a legal obligation to ensure that
that function is included. The FCC just circulated a consumer advi-
sory on closed captioning. Does that alleviate your concern?

Mr. STouT. I have not read that consumer advisory that was just
released yesterday, but I will give you our feedback to be added to
the record at a later date.

Mr. MARKEY. OK. Please do so. I have been working with Karen
and with everyone associated with you going back to the late 1980s
in terms of closed captioning being built into the law, and I would
like to ensure that we do everything to maximize the accessibility
for your community.

I also want to make sure that everyone knows that Karen’s son,
Jeremy, was not covering me when I ruptured my Achilles tendon.
Just so that is clear for the record.
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Mr. Romeo, I am concerned that retailers are not opting into the
converter box program. Many of the retailers argue that the system
upgrades they must make to process coupons are too onerous to im-
plement before the Christmas rush.

How difficult are those system upgrades? Can they be accom-
plished before this holiday season so retailers can stock boxes in
January 2008 when the coupons become available?

Mr. ROMEO. Sir, we are just starting to engage now in conversa-
tions with those retailers, but they have happened very quickly. We
have talked to 23 of the largest retailers.

Mr. MARKEY. Is it a big deal? How hard is it?

Mr. RoMEO. We have given them six options to participate.

Mr. MARKEY. Is it a big deal? Is it hard to do?

Mr. RoMEO. It is not a big deal. It is not hard to participate.
With the simplest option, they can send paper, too.

Mr. MARKEY. So if they do not have it done on January 1, they
will have no excuses?

Mr. RoMEO. If they choose an option which is more automated
for them, they would have to make a modification to their system.
And during the Christmas season, they may choose to defer that
until later next year, but I expect that we will have very broad par-
ticipation by the retailers.

Mr. MARKEY. Yes. I mean my feeling is that since this program
is not very difficult for retailers to participate in, my expectation
would be and the committee’s expectation would be that they would
be ready on January 1 to deal with this rush of consumers who
would be coming to their stores. And we are going to be making
that very clear to the retail community.

I will now turn and recognize the ranking member of the com-
mittee, the gentleman from Michigan, Mr. Upton.

Mr. UpTON. Well, thank you, Mr. Chairman.

I am sorry I missed some of the testimony, but I was glad to get
pieces of it, and I have got a couple of questions that I want to ask.

First of all, Ms. Fazlullah, you indicated in your testimony a cou-
ple of retail stores. I just wondered if they were in my neighbor-
hood when you mentioned Target and Best Buy. They all seem to
be together in my neighborhood right off Route 1 in Alexandria. Is
that where they were?

Ms. FAZLULLAH. Those were some of the stores that we went to,
yes.

Mr. UproN. How long ago was it that you were there? My son
seems to want to go there every week for something, so——

Ms. FAZLULLAH. Actually, we went to those stores, I believe, at
the end of September; but we also visited them over our prelimi-
nary survey, which was in August.

Mr. UPTON. In August. The ads, at least as I have seen them as
a consumer, have just started to run, and NAB is beginning to run
their ads, I believe, this week, right? This week. So the word is
now, unless you were in line in this committee room to get in over
the last number of months, I would venture that most consumers
do not know yet about the change, and that information is going
to get out there.

I understand, Mr. Chairman, that we are going to have another
hearing in a couple of weeks, right? At the end of October?
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It will be in 2 weeks with a lot of the consumer groups, with the
retail association, and we will be anxious to see the progress that
they have made. But I will be checking with my folks, and I will
visit some of those stores and see what is going on to make sure
that they, in fact, have the information.

One of the concerns that I have heard already from a consumer
who saw the ad was “I want to get my box now,” but because they
are not ready yet—they are not actually delivered—there is a rea-
son why the cards have not been shipped out yet for people then
to actually go get them. As we have seen in the demonstration, one
of the selling points—and I have urged the NAB to do this—is that
consumers will actually get a better picture when they convert it
to digital than on their analog sets, so there will be an advantage
to them to, in fact, get a better reception with the card.

Mr. Benjamin, in your testimony, one of the concerns that has
been expressed is how hard or how difficult it will be to reach cer-
tain segments of the demographic groups that are out there. What
is your reach of the organization, both in terms of geography and
demographics, in terms of communicating with folks who may hear
that message?

Mr. BENJAMIN. I would say, of the 225,000 members who we
have had over this past year, a large percentage of those are lo-
cated in the Midwest and southern region parts of the United
States, which tend to be more rural than, perhaps, other sectors of
the country. In fact, in many of our cases, we have chapters in
schools that have 150 students in the high school, which, really, is
indicative of the size of that community. So we think that we will
have a significant outreach into the more rural areas of the coun-
try. Although, we are in, as I indicated, all 50 States.

Mr. UpTON. Well, again, as I have sat down with my local broad-
casters—and my district is the southwest corner of Michigan, so we
get Chicago over-the-air TV, but we rely a lot on South Bend, Kala-
mazoo, and Grand Rapids. We have some fairly rural areas in my
district, but that is why it is so important for the broadcasters
themselves, now that they have the message and now that they
have the ads, to beam it into those of us who watch in order to get
our attention and so that, in fact, those with just over-the-air will
get that message, and then we need to obviously follow through
with them to make sure that they get the card and are able to in-
stall the converter boxes as they become available.

Mr. Romeo, do you suspect that there will also be, in essence,
mail order or Internet sales of the boxes through the retailers in
addition to individuals just going to Best Buy or to Target or to
Sears or wherever?

Of the retailers that you have talked to initially, are they plan-
ning to do the same thing? Is it going to be in a catalog?

Mr. ROMEO. Yes. So online retailers are we talking about? Yes.
We believe there will be strong participation on that front.

Mr. UPTON. As they get that card, that gift card that they other-
wise would swipe, will there be a number there to identify on the
Internet so that they will be able to claim the credit?

Mr. ROMEO. There will be.

Mr. UpTON. I yield back.

Mr. GONZALEZ [presiding]. Thank you very much.
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Let me just ask the witnesses: How much will the consumer have
to pay for that converter box that has been approved and that is
the genuine article? They are going to get a coupon for $40. What
is it actually going to cost, do we know?

Mr. BENJAMIN. I heard the cheapest one is about $70, somewhere
in that area, but I believe it is going to be more than the $40 cou-
pon.

Mr. GONZALEZ. Yes. I am under the impression—and members of
the committee and, I know, Mr. Markey would probably have the
answer—that it is anywhere from $50 to $70, which means it is
more like $70 to $100 or whatever. But I am not sure that the con-
sumer is aware that it is going to cost more than the $40 coupon
when they get up there. I think that is actually an important piece
of information.

Ms. Zirkin, you pointed out something that is so important be-
cause it is my concern, but I do not know what we are going to do
about it, and that is that the coupons should go to those who need
it the most. My fear is, the way it is set up, it is the least likely
scenario, and that is not going to be the result, because I do not
think we have any priorities, and let me explain, and then I will
ask you what we do about it.

Let us say we have someone who has cable access at home but
that not all of their televisions are cable-connected, and so they
need the box for the other TVs. The cable companies, obviously, at
the head-in are going to reconvert, and they are fine, all right?
That person probably is the best informed of any because we have
the broadcasters, and we have the cable industry out there bom-
barding them with the information, so they are probably going to
constitute the greatest number of coupon redeemers.

Then I have got somebody who has got a vacation home and de-
cides, “We do not have cable or satellite out there, and I will get
one for my vacation home.” Then we probably have the person who
needs it the most, that person who truly has the old set—analog—
and so on. Quickly, because I have a question for Mr. Romeo: What
do you propose we do? Because it does not look like that particular
category of consumer is going to be really a priority.

Ms. Z1RKIN. And the other thing about that particular community
is that they do not have Internet access. So that all of the fancy
things, they are not going to get. I mean we believe we are looking
at a disaster for these 21 million households, and what we are pro-
posing at LCCR—and we cannot do it alone because all of our orga-
nizations are all public interest. Many of our organizations have
conventions, have workshops. We can penetrate with the materials
if we can get help, which is why we have stressed over and over
again that $5 million for public education is simply not enough.

Mr. GONZALEZ. Ms. Zirkin, I am going to try to get this question
in real quick to Mr. Romeo there.

I do not know if you can address this, because the person who
is doing all of your outreach—is it Ketchum? What is the name?

Mr. RoMEO. Ketchum, yes.

Mr. GoNzALEZ. All right. Do you know what partnerships they
are actually entering into? It might be with Mr. Benjamin’s group
or so on. But what I am saying is that it is a noble effort and we
need to do it. But what is obvious to me is: What does everyone
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have in common who may have an analog television? That is, it has
got to get plugged in, right? So they have to have electricity. That
means they have to have utilities. That means they are probably
getting a utility bill.

Are we thinking in terms of how we are going to piggyback on
other governmental entities at the Federal, State and local levels,
and especially utility companies?

You all may have already thought this through, and you are
going, “Wow, Charlie, you are a genius,” but are you aware of any-
thing like that? Because that is the only way you are going to get
into that house.

Mr. ROMEO. Sir, we are working closely with NTIA to take ad-
vantage of existing relationships, but I know there are discussions
with all of the other Federal agencies to use their outreach to take
advantage and to get the consumers that way.

Mr. GoNzALEZ. I will really suggest, sir, that that effort is at the
local government and utility level and, if we have any obstacles/im-
pediments, that we start figuring out what that is now because to-
morrow or January 1 is basically here.

Really quick, Ms. Fazlullah. I go into the electronics store. I have
got a $40 voucher, and I have got a salesperson who says, “Hey,
for another $100 or another $150, I can get you something that
converts to signal but also allows you to play a DVD. For another
$150, I can get you something that converts a signal, plays a DVD,
and you can even record.” What can we do about that?

Ms. FAZLULLAH. I think it is important that the Government step
in and set actual guidelines as to what retailers are saying to the
consumers about the DTV transition. Having set guidelines that
put down on paper, “These are the pieces of the DTV transition
that need to go into the hands of your personnel so that they can
then say the correct things to consumers” is important.

Then, on the other side, if there are retailers that are actually
upselling, then we have got to have a process in place to actually
punish them for that.

Mr. GONZALEZ. Fine.

lMs. FAzZLULLAH. I do not know if that is really adequately in
place.

Mr. GONZALEZ. I do not think we are going to be able to do that,
but I appreciate it because I think it is a real quandary. My time
is up. Thank you very much for your testimony today.

At this time, I recognize Mr. Walden.

Mr. WALDEN. Thank you, Mr. Chairman.

I just have to follow up on this. Are you really saying that, if a
clerk says to me when I go in, “Here is what your coupon is good
for, for this converter box.” Or, “Mr. Walden, we also have these
other options available to you,” that somehow that retailer should
be punished for upselling? That is what I heard you say in re-
sponse to Mr. Gonzalez’s question.

If they say, “Oh, and this one has got a DVD player, and this
one will do that and has,” you know, “a big, new picture,” you said
we have got to take care of that and have a script. Are you serious?

Ms. FazLULLAH. Well, I am serious about the fact that we need
to have adequate information for consumers in these stores. I think
it is a really confusing process.
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Mr. WALDEN. That is not my question here.

My question, though, was this went further than just somebody’s
scamming a customer and a bait and switch and a fraud, which I
am with you all the way on. If they say “Yes, come in and use your
coupon” and then they do not happen to have boxes for, oh, a year,
that is a different deal. But what I heard was we have got to regu-
late from the Federal Government what a salesperson says in
terms of other options a consumer might want to take advantage
of.

Ms. FAZLULLAH. I don’t think that—I'm sorry if that is what it
appeared. But I would actually like a process for fraud and
upselling, which I think is very confusing. In conversations that I
have had with the FCC and with the FTC, it is unclear what you
do with consumer fraud situations with upselling. Do you go to the
NTIA when there is a problem with the coupon program, or do you
go to the FCC when there is a problem with the

Mr. WALDEN. I am reclaiming my time because there is a dif-
ference between bait-and-switch and upselling, I think, as I under-
stand it, which is offering consumers other opportunities and
choices. Is that a problem? Do you call that a fraud?

Ms. FAZLULLAH. I would say maybe my definition of upselling is
actually where you don’t provide the adequate information about
the converter box program or alternative situations as opposed to
just jumping ahead and trying to sell an HDTV.

Mr. WALDEN. I think you need to train, and I think you need to
make sure that the customer representatives know the whole deal
on the consumer box. I fully agree with that. But if we start trying
to write scripts for every salesperson in every retail outlet in Amer-
ica and then have the speech police come in and decide, I can’t tell
you that that TV has a converter box and a DVD player, and by
the way, this one also has a stereo or whatever in it, and these are
your options, then I think we have got a problem.

I am going to go to Mr. Romeo. Tell me how the process is going
to work if I am a consumer and I apply for a card in January? I
heard earlier today from the Secretary that they are going to delay
the rollout of those cards commensurate with the product rollout.
Now, what I want to get at is an issue that I apply. I live in a little
town, but it is 60 miles from a major city in Oregon—Portland. Tell
me how this database is going to work where you are going to list
the stores I can go to that will have these converter boxes? How
do you know where I shop or where I want to shop, and am I going
to be limited? I know I can use that coupon anywhere. But let us
say, on January 10, I am ready to go celebrate my birthday by get-
ting my coupon that I ordered and going into Portland to a Best
Buy and buying one of these converter boxes because I know they
have them when perhaps the Radio Shack in Hood River doesn’t.
Who is going to decide for me when I get that coupon?

Mr. RoMEO. If you order the coupon, so we are working with
NTIA on the rollout details. But in that scenario, we haven’t talked
about—we have the information from where you live when you
order the coupon. We have your address. We have a list of certified
retailers throughout the country. So we can send you the list of cer-
tified retailers in your geography. And that could be Zip Code or
much broader than that. We are still working with NTIA on that.
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Mr. WALDEN. And I concur that is a good idea to get the list or
at least allow me somewhere where I can go and get a list. I have
a district that is 70,000 square miles. It would stretch from the At-
lantic to Ohio. It is an enormous district. And so when you limit
to a Zip Code or a 15-mile radius or something——

Mr. UpTON. If the gentleman will yield just for 1 second. But you
are also going to be able to get them through a mail order house
or on the Internet where they can actually get them delivered.

Mr. ROMEO. And those would also be listed on the mailing, that
you can order online. If there are retailers who provide the box on-
line, they would also be listed.

Mr. WALDEN. I guess I am just trying to get to where consumers
have as many options at their disposal as possible to get a coupon
whenever they want to get it, get it returned to them, and then
they make the decision. Because the Government doesn’t always
know—I know I am slightly over. I am kind of like the last one
here, other than Mr. Terry. But anyway, I will quit. Thank you.

Mr. GONZALEZ. And to follow up on Mr. Walden, in my discus-
sion, I don’t mean to infer that someone is going to be able to get
credit for the $40 on the upgrade. But I am also in the real world
where I can see $40 rebates being offered by certain sellers when
they do go and they upgrade.

Mr. WALDEN. So what would be wrong with that? If it is not the
taxpayer subsidizing, it is some other company.

Mr. GONzZALEZ. I am just saying that if you have somebody there
with a $40 coupon, the consideration for the consumer is that they
are getting credit for the $40. If they upgrade, they are not going
to be able to apply that $40 credit. Therefore, I think what would
happen is simply, it would be replaced by what would be, again,
a £40 rebate just to go ahead and address the $40 that they are
not going to be able to actually, I guess, cash in on. I do see a prob-
lem with that. I think people are going in there with the intention
of what is a Government mandated arrangement, and it is not bait-
and-switch, but definitely you have a captive audience, and you
have certain individuals. I don’t know the degree of sophistication.
But I think you are going to run into some problems, and you need
to anticipate it. To the extent that we educate individuals I think
will go a long way. But I am saying, Mr. Walden is not wrong to
say there is only so much we can do to protect any consumer.

The Chair at this time would recognize Mr. Terry from Ne-
braska.

Mr. TERRY. I appreciate that Mr. Gonzalez.

Mr. Romeo do you realize that it all stops with you.

Mr. RoMEo. I do.

Mr. TERRY. Everything we are talking about is going to be put
on your plate. And I was asking some of my colleagues earlier on
an issue that kind of bothered me. We talked a little bit about the
bait-and-switch and the consumer or potential fraud on the con-
sumer. I want to switch the discussion now, since we have dis-
cussed that, to fraud on the program. Because it seems by, just the
system as it has been described to us, you sign up for this voucher,
the debit card. You get it. You take it to your electronics retailer
and get a box. It seems to me that it is ripe for fraud in a lot of
different areas. And the first is asking for the debit card. What
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would prevent me from going up and down my block in my neigh-
borhood knowing that every household is entitled to two, and you
go up and down most blocks. And frankly, in Omaha, no matter
what part you go to, even in the poorer section, you are going to
find that most houses, every TV is already hooked up to cable. So
they will sit there and say, I will give you 20 bucks, you give me
your two vouchers or give me your access to these two vouchers.
Or likewise, developing a black market in some way for the equip-
ment. I see a lot of different ways to turn this into cash for people
at the expense of the program. Has IBM thought through this?
How are they going to stop? Where do you anticipate potential
fraud? Because, believe me, this will turn into fraud. There will be
stories on it. Have you thought through the points that are most
vulnerable, and what are you doing to prevent it?

Mr. RoMEO. Yes we have thought through many of the points of
fraud. The coupon itself will only be redeemed. So the financial
payment for the coupon will only be made when it is matched to
a certified box sold at a retailer. And the retailer will get that
money directly. So having a large value of coupons means that you
will have to go to a retailer and redeem those coupons for certified
boxes in that retailer. We also will look for patterns. So if there
were a neighborhood that just ordered a tremendous volume of cou-
pons and they were maybe redeemed in another State, we would
see a fraud pattern in that and start to turn that over to NTIA for
investigation.

Mr. TERRY. I am not sure that gives me a great deal of con-
fidence. What type of system do you have in place to track whether
you see a bump in what you would determine as fraudulent activity
besides just out-of-State activity with the coupon?

Mr. RoMEO. Without getting into too much detail on the security,
protections on the system, this is a credit card provider using the
system that they use for credit card transactions. And they have
a variety of methods to ensure that they are not defrauded from
the use of their cards. So we are employing a lot of the pattern rec-
ognition that they would employ in their credit card systems today.

Ms. Z1rKIN. If I could say something, Mr. Terry. I think you have
a very good question. And I think that there are two issues here.
Fraud is one. But who is getting the boxes? And it is going to be
very important in our opinion that the Congress with GAO track
where it is going. Because it has to be an independent tracking.
Nobody wants to wake up on February 17, and you all are going
to be called, not me. And so I think it is in everybody’s best interest
to have the tracking done by the Congress and GAO so that you
can see patterns.

For instance, in Detroit, if you see in the inner city that really
many fewer coupons are being redeemed, then you have to think
about or ask what is happening in terms of the public education.
Or, in New York City, 10024 Zip Code, if there are a lot of them
being redeemed, what is happening here? So I think the fraud
point is important, and who is getting it is very important. Thank
you, sir.

Mr. TERRY. That is a very good suggestion. And I will then sug-
gest to our chairman that we follow through on those.

Mr. MARKEY. And I will follow your suggestion.
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I will now turn and recognize the gentleman from Illinois, Mr.
Shimkus.

Mr. SHIMKUS. Thank you, Mr. Chairman, and I appreciate you
all for being here. You are competing with the Dalai Lama, which
is big competition, but I believe, on February 17, 2009, the Dalai
Lama is not going to have a complaint about whether his TV goes
dark, but we will be receiving some of those. So thank you for your
interest obviously and being here during this period.

A couple quick questions, if you will. And Mr. Romeo first. I was
talking to one of my staffers. IBM administers one of the welfare
programs in Indiana. Is that correct? Is that the right State?

Mr. RoMEoO. It is.

Mr. SHIMKUS. And successfully?

Mr. RoMEO. Right.

Mr. SHIMKUS. And it is credited with obviously providing the
services in a timely beneficial manner. I wish I knew all the de-
tails, but I just put the connection together. So you have experience
in dealing with stuff like this.

Mr. RoMEO. We also run a very large portion of CMS’s financial
reporting, so depending on claims for CMS.

Mr. SHIMKUS. So it is probably safe to say that you have con-
fidence you are going to be able to track the supply of the converter
boxes as well as the coupon demand and redemption to ensure that
the program runs smoothly?

Mr. ROMEO. Yes.

Mr. SHIMKUS. And I think the track record speaks to that so far.
But we are pretty gun shy. We had a very successful Medicare pre-
scription D program now. But the implementation of it led a lot of
us to have concerns about that the first couple of months. So if
there is skepticism, that is kind of the short term where Members
have had to deal with that.

Mr. Benjamin, the question is, won’t your program have con-
sumer education benefits on multiple levels? First, you will be edu-
cating your 225,000 student members. Second, they will likely edu-
cate their parents. And third, they will be able to educate their
communities. And doesn’t this show how a simple grassroots idea
can be used to leverage awareness.

Mr. BENJAMIN. Yes. We are looking at a multiplier effect. And
you are absolutely correct. Starting with the individual members—
and let me just say that, even though we talk about 225,000 mem-
bers, that usually translates more or less into a 10-1 ratio because
those are members; they are not students in a class who may not
be members but who will be getting this information. So it starts
in the classroom. Then it works to the school. They have student
body rallies and what have you. So there it would be at the school
level, then the parents and then, of course, connecting with the
community. And we are working with the various partners, the Na-
tional Association of Broadcasters, so that hopefully we would be
linking up with local television stations as well. So it is a tremen-
dous multiplier effect that we hope to see out of this effort.

Mr. SHIMKUS. And actually more than I would have even imag-
ined. But we do know that it is the youth that really push tech-
nology. I remember going to a communications electronics show,
and the MP-3, they were just rolling it out. And I was amazed at
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how just the demand for music really driven by current kids was
really pushing technology. So I imagine these kids are going to be
saying, hey, mom, dad, we better be ready.

Mr. BENJAMIN. The other thing that is going to drive, I think,
our chapters to be involved is the fact that they will be able to get
some of these electronic gadgets, if you will, as a result of the
prizes that will be offered. And they do love competition.

Mr. SHIMKUS. That they do. And I will try to finish on this last
question. Ms. Zirkin, your concern is this first-come, first-served
nature of the converter box. I kind of mentioned that, in the first
panel, with the 8.3 million books sold, the Harry Potter books sold,
which I stood in line for and bought three with my two sons, so
I am very aware. And some of those came in a bookselling before-
hand. This is a tradition of the Shimkus family now. I am glad the
series is over. But where we stood in line for a couple hours at mid-
night, bought our two books, went to bed at 3:00 in the morning,
got up whenever and about 10:00, another book came in the mail.
So we had, in essence, three books, but we did the pop culture
thing to do. And the NTIA, we talked about the numbers, about
what is projected. The CEA says 8 million, broadcasters think,
what, 23. The budget that is in place is for about 33.5 million cou-
pons. And so we are pretty comfortable with that. But shouldn’t we
have focused on a—we had a debate when we moved the bill about
doing a means testing. Should we have addressed a means testing
as to really those who can’t afford it deal with the coupons versus
a coupon for everybody even if they don’t need it?

Ms. Z1RKIN. I think your Harry Potter analogy is very, very good,
and that goes to my concern. Harry Potter, unless you have been
under a rock for the past 8 or 10 years, everybody knows about
Harry Potter. Not everybody, my concern, is going to know about
this. And that is why, in my testimony, I really stressed the whole
public education effort. I think that if people know about it, people
are going to go get it. My concern is reaching those people, many
of whom are poor or working poor.

Mr. SHIMKUS. Shouldn’t we have means tested the coupons?

Ms. ZIRKIN. I can’t speak to that.

Mr. SHIMKUS. We will probably find out. If we have enough,
there won’t be an issue. If we don’t have enough, it might have
been part of the debate that we should have addressed.

Ms. ZIRKIN. I think NTIA attempted to in the last half billion
dollars that is allocated. But I am not sure how that is going to
work. And that is why we really are advocating oversight, which
Chairman Markey is doing and others. But I think it is going to
be critical. Because if there is a problem and if we see problems
next year in terms of who is getting them, then I think Congress
is going to have to step in at some point so that this is not a disas-
ter.

Mr. SHIMKUS. I think Chairman Markey will do a great job of
oversight.

Ms. Z1rKIN. I do, too. Thank you.

Mr. MARKEY. Thank you. And I thank the gentleman from Illi-
nois.

Mr. SHIMKUS. H.R. 608. I yield back.
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Mr. MARKEY. Anyone watching this has no idea what H.R. 608
is.

Mr. WALDEN. Maybe we should have a hearing on it.

Mr. MARKEY. We will have a hearing, by the way, in another cou-
ple of weeks with industries that are responsible for making this
work. And by the way, this thing is coming this Thanksgiving; it
is coming in 5 more weeks, 6 more weeks. People are going to be
in department stores all over America in 4 or 5 weeks. And this
is going to be a big moment where these stores better be ready to
give people the honest information they need. The broadcasters, the
cable industry, they better have already explained to people that
they may be walking into a trap; they may be walking into situa-
tions that are going to be very dangerous for them as they pur-
chase their new TV set. So let us do this. Let us have each one of
you give us your best 1 minute for what it is that you want the
committee to remember about your testimony. So I will begin with
you Mr. Romeo.

Mr. RoMEO. Thank you. I just would like to say that IBM is in
a position with our partners to execute the program in a successful
manner. And we will be ready and operational on January 1. And
we have designed the program to ensure that both the consumer
and the retailer have a satisfactory transaction in the process.

Mr. MARKEY. Ms. Zirkin.

Ms. Z1RKIN. At the risk of repeating myself again, I urge that the
Congress provide intense oversight with the General Accounting
Office and be ready to actually step in so that nobody’s TV goes
dark. Because remember who folks are going to be coming to on
February 7, 2009.

Mr. MARKEY. Who is that?

Ms. ZIrRKIN. I think it is every Member of Congress. It might be
every Member of Congress. It is certainly not going to anybody at
this table. Thank you, Mr. Markey.

Mr. MARKEY. Thank you. I appreciate it.

Mr. Benjamin.

Mr. BENJAMIN. I think FCCLA with its 225,000 students, 7,000
chapters, will be prepared to engage in larger communities with
our keep your TV on campaign.

Mr. MARKEY. Thank you for your work, Mr. Benjamin. Do you
guys give out merit badges? Is there something you can win for
doing this?

Mr. BENJAMIN. Well, they do give competitions. And in this case,
the chapters, depending on how they stack up with other chapters,
will get $500 coupons to purchase electronic equipment from Best
Buy.

Mr. MARKEY. That is excellent. For turning in Best Buy, they
will be able to get a certificate to go into Best Buy. That is great.

Ms. Fazlullah.

Ms. FAZLULLAH. I think one of the most important statements
that is in our testimony is that we need to have a coordinated ef-
fort from Government on this. And I think the GAO noted this ear-
lier, that there isn’t really a leader. And we need have coordination
among the different pieces of Government that are acting on this
so that there can be a guiding hand for the retailers, for the public
interest folks and for the consumers at large.
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Mr. MARKEY. Thank you.

And finally, you, Mr. Stout.

Mr. StouT. OK. I just wanted to clarify one part with you. Ear-
lier you had asked me about the consumer advisory that was sent
out yesterday. And I had just talked with some of my staff. And
they said that the advisory doesn’t address any of the issues that
you had. In closing, I just wanted to emphasize, just in 1996, Con-
gress finally mandated the FCC and the industry to provide us
with closed captions. And it is one thing that you would get access
to; it is also another thing to see the access continued. We have ex-
perienced the change from analog over to digital programming. We
want to be able to experience complete accessibility there. We are
like all other Americans; we deserve full TV access. Thank you.

Mr. MARKEY. Thank you, Mr. Stout.

And this committee agrees with you, and that is why we have
consistently passed legislation to accomplish that goal. And we will
take whatever action it takes in order to ensure that that happens
in this area as well.

So today’s hearing has given us an emergency broadcast system
alert that the transition to digital TV is fast approaching, and sev-
eral challenges loom. We have established that the FCC is the
quarterback of the transition, but we need to see better coordina-
tion, better planning and contingency work being done, as the GAO
recommended in their testimony here today. We obviously have
consumer groups and hard-to-reach citizens for whom a comprehen-
sive consumer outreach and education program is the top priority.

In 2 weeks, we will have another hearing to obtain testimony
from key industries. We will have an opportunity to assess indus-
try announcements regarding outreach and education at that time.
And we then will about 3 weeks before Thanksgiving and the
Christmas sales season opens have a real idea of where we are.
This has been an excellent panel. We thank you for your testimony.
The hearing is adjourned with the thanks of the subcommittee.

[Whereupon, at 2:35 p.m., the subcommittee was adjourned.]

[Material submitted for inclusion in the record follows:]
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Mr. Michael Benjamiin

Executive Director

Family, Career, and Commumity Leaders of America
1910 Association Drive

Reston, VA 20191

Dear Mr. Benjamin:

Thank you for appearing before the Subcommittee on Telecommunications and the
Internet on Wednesday, October 17, 2007, at the hearing entitled “Status of the DTV Transition -
Part 2.” We appreciate the time and effort you gave as a witness before the Subcommittee,

Under the Rules of the Committee on Energy and Commerce, the hearing record remams
open to permit Members to submit additional questions to the witn Aftached are q
directed to you from certain Members of the Committee. In preparing your answers to these
questions, please address your response to the Members who have submitted the questions and
include the text of the Member’s question along with your response.

To facilitate the printing of the hearing record, your responses to these questions should
be received no later than the close of business Monday, November 19, 2007. Your written
responses should be delivered to 316 Ford House Office Building and faxed to 202-225-5288
(Please put to the attention of Mr. Philip Murphy, Staff Assistant with the Committee). An
electronic version of your response should also be sent by e-mail to Mr. Murphy at
phil. murphy@mail.house.gov in a single Word formatted document,
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Mr. Michael Benjamin
Page 2

Thank you for your prompt attention to this request. If you need additional information
or have other questions, please contact Amy Levine, Senior Counsel, at (202) 226-2424.

JOHN D. DINGELL
CHAIRMAN

Attachment
cc: - The Honorable Joe Barton, Ranking Member

Committee on Energy and Comsnerce

The Honorable Edward J. Markey, Chairman
Subcommittee on Telecommunications and the Internet

The Honorable Fred Upton, Ranking Member
Subcommittee on Telecommunications and the Internet
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The Honorable John D. Dingell

1. Funding for the Converter Box Coupon Program

At the hearing, Assistant Secretary Kneuer of the National Telecommunications
and Information Administration stated that he believed there is adequate funding
for the Digital Television converter box coupon program, Federal
Communications Commission Chairman Martin as well as Mr. Mark Goldstein of
the Govemnment Accountability Office both stated that they were not as confident
as Assistant Secretary Kneuer that adequate funding exists for the coupon
program. Do you believe that the funds allocated for the coupon program will be
sufficient to provide coupons to every houschold that requests them? Please
explain why you agree or disagree with Mr. Kneuer’s assessment.
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1910 Association Drive
Reston, Virginia 20191
703:476.4900

Fax: 703.860.2713

natihdgtrs@fcclainc.org
www.foclaine.org

November 14, 2007

The Honorable John D. Dingell
Chairman

United States House of Representatives
Committee on Energy and Commerce
316 Ford House Office Building
Washington, DC 20515-6115

Dear Mr. Chairman:

In response to your letter of November 7, 2007, related to my appearance at the
Subcommittee on Telecommunications and the Internet hearing on Wednesday,
October 17, 2007, entitled “Status of the DTV Transition — Part 2" | am providing
information in response to your Question #1, Funding for the Converter Box Coupon
Program--

At the hearing, Assistant Secretary Kneuer of the National Telecommunications
and Information Administration stated that he believed there is adequate funding
for the Digital Television converter box coupon program. Federal
Communications Commission Chairman Martin as well as Mr. Mark Goldstein of
the Government Accountability Office both stated that they were not as confident
as Assistant Secretary Kneuer that adequate funding exists for the coupon
program. Do you believe that the funds allocated for the coupon program will be
sufficient to provide coupons to every household that requests them? Please
explain why you agree or disagree with Mr. Kneuer’s assessment.

Family, Career and Community Leaders of America (FCCLA) members-will be
conducting local projects efforts to increase awareness about the analog to digital
transition. FCCLA is promoting this community service outreach opportunity to over:
225,000 student members in nearly 7,000 chapters in all 50 states and Puerto Rico and
the Virgin Islands. As I mentioned at the hearing, FCCLA is a Career and Technical -
Student Organization, endorsed by the U. S. Department of Education, Office of
Vocational and Adult Education.

FCCLA members across the country will be involved in the new initiative “Keep Your

TV On.” The effort is a partnership with Best Buy Co., Inc. and its Best Buy and Geek
Squad brands. FCCLA has also involved the National Telecommunications and
Information Administration of the Department of Commerce and other partners including
media outlets. The thrust of the projects by local FCCLA chapter members is to increase
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awareness of FCCLA and the Digital Television Converter Box Coupon Program. Our
organization does not have data to answer whether adequate funding exists for the
coupon program. We will have estimated numbers reached as outreach efforts occur
beginning in January 2008. Numbers requested on the Family, Career and Community
Leaders of America, Inc. 2008 National Chapter Keep Your TV On Award Application
from local chapters choosing to apply for awards provided by

Best Buy Co., Inc. /Geek Squad will include—

Affiliated chapter members

Chapter members participating in the project
Coupon application requests

Population of community

Total enroliment of school

Estimated reach of project

These numbers should identify based on the outreach effort particular community
profiles. As our collaboration with Best Buy Co., Inc and Geek Squad continues through
July 2008, total outreach numbers reported will be available, giving us a better picture of
coupon needs in various communities where FCCLA exists across the country.

As FCCLA members plan and implement campaigns to increase awareness of the
transition to digital television and the United States Department of Commerce Coupon
Program, outreach will occur through the unique vehicle of student leadership. We
welcome this opportunity and look forward to making a difference in many communities
across the country.

Sincerely,

Michael L. Benjamin, M.P.H., CAE
FCCLA Executive Director
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Ms. Amina Fazlullah

Staff Attorney

Media and Telecommunications
U.S. Public Interest Research Group
218 D Street, S.E.

‘Washington, D.C. 20003

Dear Ms. Fazlullah:

Thank you for appearing before the Subcommittee on Telecommunications and the
Internet on Wednesday, October 17, 2007, at the hearing entitled “Status of the DTV Transition -
Part 2.” We appreciate the time and effort you gave as a witness before the Subcommittee.

Under the Rules of the Committee on Energy and Commerce, the hearing record remains
open to permit Members to submit additional questions to the witnesses. Attached are questions
directed to you from certain Members of the Committee. In preparing your answers to these
questions, please address your response to the Members who have submitted the questions and
include the text of the Member’s question along with your response.

To facilitate the printing of the hearing record, your responses to these questions should
be received no later than the close of business Monday, November 19, 2007. Your written
responses should be delivered to 316 Ford Honse Office Building and faxed to 202-225-5288
(Please put to the attention of Mr. Philip Murphy, Staff Assistant with the Committee). An
electronic version of your response should also be sent by e-mail to Mr. Murphy at
phil.murphy@mail.bouse.gov in a single Word formatted document.
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- Thank you for your prompt attention to this request. If you need additional information
or have other questions, please contact Amy Levine, senior counsel, at (202) 226-2424.

JOHN D. DINGELL
CHAIRMAN

Attachment

cc: The Honorable Joe Barton, Ranking Member
Committee on Energy and Commerce

The Honorable Edward J. Markey, Chairman
Subcommittee on Telecommunications and the Internet

The Honorable Fred Upton, Ranking Member
Subcommittee on Telecommunications and the Internet
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The Honorable John D. Dingell

1. Funding for the Converter Box Coupon Program

At the hearing, Assistant Secretary Kneuer of the National Telecommunications
and Information Administration stated that be believed there is adequate funding
for the Digital Television converter box coupon program. Federal
Communications Commission Chairman Martin as well as Mr. Mark Goldstein of
the Government Accountability Office both stated that they were not as confident
as Assistant Secretary Kneuer that adequate funding exists for the coupon
program. Do you believe that the funds allocated for the coupon program will be
sufficient to provide coupons to every household that requests them? Please
explain why you agree or disagree with Mr. Kneuer’s assessment.
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Mr. Mark L. Goldstein

Direcior, Physical Infrastructure Issues
U.S. Government Accountability Office
441 G Street, NW. )
‘Washington, D.C. 20548

Dear Mr. Goldstein:

Thank you for appearing before the Subcommittee on Telecommunications and the
Internet on Wednesday, October 17, 2007, at the hearing entitled “Status of the DTV Transition -
Part 2.” We appreciate the time and effort you gave as a witness before the Subcommittee.

Under the Rules of the Committee on Energy and Commerce, the hearing record remains
open to permit Members to submit additional questions to the witnesses. Attached are questions
directed to you from certain Members of the Committee. In preparing your answers to these
questions, please address your response to the Members who have submitted the questions and
include the text of the Member's question along with your response.

To facilitate the printing of the hearing record, your responses to these questions should
be received no later than the close of business Monday, November 19, 2007. Your written
responses should be delivered to 316 Ford House Office Building and faxed to 202-225-5288
(Please put to the attention of Mr. Philip Murphy, Staff Assistant with the Committee). An
electronic version of your response should also be sent by e-mail to Mr. Murphy at
phil. murphy@mail.house.gov in a single Word formatted document.
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Thank you for your prompt attention to this request. If you need additional information
or have other questions, please contact Amy Levine, Senior Counsel, at (202) 226-2424.

Attachmient

cc:  The Honorable Joe Barton, Ranking Member
Committee on Energy and Commerce

The Honorable Edward J. Markey, Chairman
Subcommittee on Telecommunications and the Internet

The Honorable Fred Upton, Ranking Member
Subcommittee on Telecommunications and the Internet
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The Honorable John D. Dingell
1. Funding for the DTV Converter Box Coupon Program

a. At the hearing, the Federal Communications Commission (FCC) Chairman Martin
stated that he was not as confident as Mr. Kneuer that adequate funding exists for
the Digital Television (DTV) converter box coupon program. You agreed with
Mr. Martin’s assessment. In addition to your concern about the adequacy of the
funding, do you have other concemns about the program? If so, please describe
your concerns in detail.

b. The potential shortfall of funding for the converter box coupon program raises a
number of concerns. ‘In your experience examining government agencies and
government agency programs, do you think it would be prudent for the National
Telecommunications and Information Administration to prepare for a potential
shortfall, including having a process in place to address a potential shortfall? If
so, how should that process be structured?

2. DTV Inter-Agency Task Force

At the hearing, you stated that you believe that the FCC has the statutory authority
necessary to convene an inter-agency task force to address the DTV transition.
Please elaborate on which statutory provisions you believe provide the FCC with
the necessary authority.



366

‘;
£ GAO

Accountebiity « Integrity * Reliabliity

United States Government Accountability Office
Washington, DC 20548

November 19, 2007

The Honorable John D. Dingell
Chairman

Committee on Energy and Commerce
House of Representatives

Subject: Digital Television Transition: Questions on the DTV Converter Box Subsidy
Program and a DTV Inter-Agency Task Force

Dear Chairman Dingell:

This letter responds to questions from your November 7, 2007, letter inquiring about
issues discussed at the October 17, 2007, hearing before the Subcommittee on
Telecommunications and the Internet on the digital television (DTV) transition.’ In your
letter, you asked if we have concerns about the converter box subsidy program. You also
asked whether the National Telecommunications and Information Administration (NTIA)
should prepare for a potential shortfall in program funding, in part by developing a
process to address a potential shortfall. You also asked us to elaborate on the statutory
provisions that we believe provide the Federal Communications Commission (FCC) with
the necessary authority to convene an inter-agency task force. We prepared our
responses during November 2007 in accordance with generally accepted government
auditing standards. Qur responses are based on our previous and ongoing work and our
knowledge of the subjects raised by your guestions. Because our responses are based on
work for which we sought and incorporated agency comments, we did not seek agency
comments on our responses to these questions.

Regarding the converter box subsidy program, we believe the subsidy program faces
challenges that could affect the outcome of the program. These challenges include the
coordination of several groups, readiness of retailers to accept coupons; and potential
issues related to inventory planning. In particular, the subsidy program’s outcome
depends on the coordination and participation of NTIA, its contractor IBM, converter
box manufacturers, retailers, and consumers. Manufacturers and retailers are voluntarily
participating in the program, as NTIA does not have the authority to require their
participation. Further, retailers we contacted expressed concerns about the possibility of
a coupon redemption system that would affect their point-of-sale systems, noting that
modifying these systems can be time-consuming, resource-intensive, and expensive, and

'GAOQ, Digital Television Transition: Preliminary Information on Progress of the DTV Transition, GAO-
08-191T. (Washington, D.C.: October 17, 2007).

GAO-08-297R Questions on Insues Related to the DTV Transition
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can affect their other financial systems. Retailers told us that March or April of 2008—3
to 4 months after consumers can begin requesting coupons—is a likely time frame for
retailers to be ready to participate in the program. Retailers also told us that participating
in the converter box subsidy program could require a considerable amount of effort for a
one-time program with a product that has a limited shelf life and low profit margin. In
addition, since retailers’ participation in the subsidy program is voluntary, some
manufacturer, advocacy, and retailer representatives we contacted expressed concern -
about consumers’ ability to find participating retailers that are able to redeem coupons
and have converter boxes in stock. Furthermore, uncertain demand for the converter
boxes, as well as uncertainty about the extent of retailers’ participation in the program,
could affect the number of converter boxes that manufacturers produce and the
corresponding availability of coupon-eligible converter boxes in stores. During our

_ongoing work associated with the DTV transition, we will continue to analyze and
examine the converter box subsidy program, exploring issues such as fraud and retailer
knowledge about the program.

We have not evaluated whether NTIA should prepare for a shortfall in funding for the
converter box subsidy program, However, we note that the Digital Television Transition
and Public Safety Act provided an initial amount of $390 million for the converter box
subsidy program, of which $100 million can be used for administrative expenses. If NTIA
determines the initial allocation of funds is insufficient to fulfill coupon requests, the act
requires NTIA to certify that the funds are insufficient to the House Committee on
Energy and Commerce and the Senate Committee on Commerce, Science, and
Transportation. The act provides that 60 days following this notification, NTIA will
receive $510 million in additional program funds, of which $60 million can be used for
administrative expenses (see table 1). NTIA established that during the initial funding
allocation, any household is eligible to request and receive coupons, but once NTIA
receives the additional allocation of funds (after $890 million worth of coupons have
been redeemed, and issued but not expired) any households requesting coupons during
this second phase must certify that they do not receive cable, satellite, or other pay
television service. In addition, NTIA required that IBM develop a Web-based electronic
“dashboard” that provides real-time access to program status and performance
measures, including the number of coupons pending, mailed, redeemed, expired, and
canceled. NTIA officials told us that they will monitor the coupon metrics on the
electronic dashboard and use this information to inform the congressional committees if
they would need the additional funds. They added that this monitoring should help avoid
any lapse in depletion of the initial $890 million and receiving the additional funding.

Table 1: Converter Box Subsidy Program Funding

Dollars in millions
Funds available for Funds available for Total
coupons - administrative costs
Initial allocation $890 $100 $990
Additional allocation $450 $60 $510
Grand total $1,340 $160 $1,500

Source: GAQ analysis of NTIA data.

Page 2 GAQ-08-297R Questions on Issues Related to the DTV Transition
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In response to your question about the statutory authority for FCC to convene an inter-
agency task force, the Federal Advisory Committee Act’ (FACA) authorizes federal
agencies (in addition to Congress and the President) to establish federal advisory
committees, which may consist of private as well as public sector members. FCC has
several federal advisory committees that provide advice and recommendations to the
commission on numerous technical, operational, and consumer telecommunications
issues. All of FCC'’s federal advisory committees are discretionary, meaning the
committees were not required to be established by law but rather were established by
FCC. FACA requires advisory committees to have membership fairly representing an
array of viewpoints and interests. We reviewed FCC's federal advisory committees in
2004° and found that its advisory committees had members representing numerous
sectors across telecommunications including industry, academia, advocacy groups,
private consulting, and government. We note that in June 2007, FCC rechartered an
intergovernmental advisory committee comprising 15 representatives from local, state,
and tribal governments to help it address, among other things, conisumer education
about the DTV transition. Similarly, it rechartered a consumer advisory committee that
will also make recommendations to FCC about the DTV transition on behalf of
consumers, with specific representation for people with disabilities and other
underserved or at-risk populations.

If you or your staff have any questions or would like to discuss this response, please

contact me at (202) 512-2834 or goldsteinm@gao.gov.

Sincerely yours,

Mark L. Goldstein
Director, Physical Infrastructure Issues

(543198)

*Pub. L. 92-463, codified at 5 U.S.C. app. 2.
’GAO, Federal Communications Commission: Federal Advisory Commitiees Follow Requirements, bul

FCC Showuld Improve Its Process for Appointing Commiltee Members, GA0-05-36. (Washington, D.C.:
Dec. 10, 2004).

Page 3 GAO-08-297R Questions on Issues Related to the DTV Transition
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The Honorable John M. R. Kneuer

Assistant Secretary for Communications and Information
National Telecommunications and Information Administration
U.S. Department of Commerce

1401 Constitution Ave., N.-W.

Washington, D.C. 20230

Dear Assistant Secretary Kneuer:

Thank you for appearing before the Subcommittee on Telecommunications and the
Intenet on Wednesday, October 17, 2007, at the hearing entitled “Status of the DTV Transition -
Part 2.” We appreciate the time and effort you gave as a witness before the Subcommittee.

Under the Rules of the Committee on Energy and Commerce, the hearing record remains
open to permit Members to submit additional questions to the witnesses. Attached are questions
directed to you from certain Members of the Committee. In preparing your answers to these
questions, please address your response to the Members who have submitted the questions and
include the text of the Member’s question along with your response.

To facilitate the printing of the hearing record, your responses to these questions should
be received no later than the close of business Friday, November 16, 2007. Your written
responses should be delivered to 316 Ford House Office Building and faxed to 202-225-5288
(Please put to the attention of Mr. Philip Murphy, Staff Assistant with the Committee). An
electronic version of your response should also be sent by e-mail to Mr. Murphy at
phil.murphy@mail.house.gov in a single Word formatted document.
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The Honorable John M. R. Kneuer
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Thank you for your prompt attention to this request. If you need additional information
or have other questions, please contact Amy Levine, Senior Counsel, at (202) 226-2424.

JOHN D. DINGELL
CHAIRMAN

Attachment

cc: The Honorable Joe Barton, Ranking Member
Committee on Energy and Commerce

The Honorable Edward J. Markey, Chairman )
Subcommittee on Telecommunications and the Internet

The Honorable Fred Upton, Ranking Member }
Subcommittee on Telecommunications and the Internet

The Honorable Lois Capps, Member
Subcommittee on Telecommunications and the Internet
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The Honorable John D. Dingell

1. Funding for the Converter Box Coupon Program

At the hearing, in response to my question as to whether there is enough funding
for the DTV converter box coupon program, you responded that you didn’t “think
there will be anybody left behind for want of resources. All the demand estimates
we have seen say we have got adequate resources.” Please elaborate on why you
believe that current funding for the coupon program will be adequate. Please
provide to the Committee copies of the “demand estimates” that you referenced in
your response, Have you considered obtaining demand estimates from any
additional sources? If so, which sources?

2. Demand for Converter Boxes from Satellite Customers

Is it possible that households that subscribe to cable or satellite service and have
all analog television sets connected to the cable or satellite service may still want
a converter box? Would some households that subscribe to cable or satellite want
a converter box to receive multicast signals that are not carried by the pay-tv
provider? Would households that subscribe to cable or satellite service and have
an expectation that they can switch to an antenna to receive over-the-air
broadcasts when their cable or satellite service is not working need a converter.
box for analog sets after the transition so they can continue to function at such
times? Do the demand estimates on which you rely for your determination that
there is adequate funding for the coupon program explicitly consider these
possibilities? Are there any other variables that might increase demand for
coupons for converter boxes that NTIA should be considering?

3. Funding for the Converter Box Coupon Program

a. Both FCC Chairman Martin and Mr. Goldstein of the Government Accountability
Office (GAO) expressed uncertainly concerning your assessment that the coupon
program is adequately funded. Given their uncertainty, do you think it is possible
that more consumers could request and redeem coupons than you currently
anticipate? Have you provided any documents or studies that constitute the basis
of your assessment that the coupon program is adequately funded to either the
FCC or to the GAO?

b. If, in fact, there turns out to be inadequate funding for the coupon program, how
will NTIA address that situation? Do you have a contingency plan in place to
address a potential funding shortfall? How far in advance of the funds running
out would you be able to notify Congress about a potential funding shortfall?
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Discrepancies in Distribution and Redemption Times for Converter Box Coupons

IBM’s contract with NTIA states that “[p]er NTIA's guidance, we do not currently
plan to begin coupon distribution and redemption until April 1, 2008.” The Deficit
Reduction Act provides that households may begin applying for coupons on
January 1, 2008. I find this discrepancy puzzling. Why did you choose April 1,
2008, as the date-when IBM will be prepared to distribute and redeem coupons
when the statute provides a commencement date of January 1, 2008?

Out of Stock Retailers

Will you require certified retailers to make accommodations for consumers who
bring a coupon to a store only to find that there are no converter-boxes in stock?
If your answer is yes, please describe those accommodations. If your answer is
no, please explain why your requirements for the certified retailer program do not
address this issue.

NTIA’s Relatfonships 10 Other Government Entities

Other than the FCC, please list and describe the working relationships or -
agreements that NTIA has with other governmental entities with respect to
facilitating the DTV transition. Please provide copies of any agreements and of
any correspondence discussing such working relationships to the Committee.

Returning Converter Boxes

NTIA’s final rule for the converter box coupon program provides that a consumer
- who uses a coupon to purchase a converter box and then decides to return the
converter box to the retailer will only receive a refund for any amount the consumer
paid over the $40 coupon subsidy.

a. In this scenario, what will happen to the $40 coupon subsidy? Will the $40 be
credited back to the government to use for another coupon?

b. If the $40 will be credited back to the government to use for another coupon, have
NTIA and IBM established a process to facilitate the refund? If no process has yet
been established, do you intend to implement one?

c. Ifa consumer returns a cbnverter box purchased, in part, with a coupon, will the
consumer be able to apply for and receive a replacement coupon? If so, have you
established a procedure for processing such requests? '
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The Honorable Lois Capps
1. Up-Selling

a. What recourse will consumers have if they feel they were unnecessarily “up-so]d”
or misinformed—purposefully or not—by a retailer?

b. How does the Federal Communications Commission plan to work with the
National Telecommunications and Information Administration (NTIA), which is
responsible for the digital-to-analog converter box coupon program, to ensure
that retailers participating in the program are providing accurate and complete
information and are not “up-selling” consumers? .

. & Will NTIA retailer certification include or involve training or best practices on
preventing unnecessary or misleading “up-selling?”

- 2. Converter Box Returns

Will the NTIA require that consumers be permitted to return converter boxes to
retailers in the event that the consumer feels that they no longer need or want the
box? :
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Information Administration
Washington, D.C. 20230

f y\" UNITED STATES DEPARTMENT OF COMMERCE
‘\.@ j Telecommunications end

v 21 aw
The Honorable John D. Dingell
Chairman
Committee on Energy and Commerce
House of Representatives
‘Washington, DC 20515

Attention: Philip Murphy
Dear Chairman Dingell:

Please find enclosed answers to the questions posed by Representative Lois Capps and
yourself at the Subcommittee on Telecommunications and the Internet hearing entitled
“The Status of the DTV Transition — Part 2” on October 17, 2007. Assistant Secretary
Kneuer appreciated the opportunity to testify before the Subcommittee in these important
matters.

If you have any further questions in the future on issues related to the Digital-to-Analog
Converter Box Coupon Program, please do not hesitate to contact me or Jim Wasilewski,
NTIA’s Director for Congressional Affairs, at (202) 482-1551. )

Sincerely,

Mo D B

Meredith Attwell Baker
Acting Assistant Secretary

Enclosures

cc: The Honorable Joe Barton, Ranking Member
Committee on Energy and Commerce

The Honorable Edward J. Markey, Chairman
Subcommittee on Telecommunications and the Internet

The Honorable Fred Upton, Ranking Member
Subcommittee on Telecommunications and the Internet

The Honorable Lois Capps, Member
Subcommittee on Telecommunications and the Internet
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Hearing on the Status of the DTV Transition — Part 2
Subcommittee on Telecommunications and the Internet
October 17, 2007

Questions for the Record to NTIA from Chairman John D. Dingell

Question 1: Funding for the Converter Box Coupon Program

At the hearing, in response to my question as to whether there is enough funding for
the DTV converter box coupon program, you responded that you didn’t “think
there will be anybody left behind for want of resources. All the demand estimates
we have seen say we have got adequate resources.” Please elaborate on why you
believe that current funding for the coupon program will be adequate. Please
provide to the Committee copies of the “demand estimates™ that you references in
your response. Have you considered obtaining demand estimates from any
.additional sources? If so, which sources?

Answer: Inaccordance with Executive Order 12866, an Economic Analysis (attached as
Exhibit A) was completed outlining the costs and benefits of implementing the coupon
program. Rather than choosing data on the number of broadcast-only sets from a single
source, NTIA determined a range, based on the highest and lowest figures given from
reputable third-party sources. - The Consumer Electronics Association estimated the
number of broadcast-only sets in all television households at 32.7 million; this was the
lowest estimate. Consumers Union/Consumer Federation of America had the highest
estimate at 80 million sets.

Using these numbers as a point of departure, NTIA next projected what the number of
broadcast-only TVs would be in June 2008, when demand for the coupon program was
projected to begin picking up. NTIA arrived at an estimate, based on a conservative
replacement rate for analog TVs, of between 29.1 and 74.2 million sets. -

Third, NTIA took an estimate, based on survey research, of the number of households
likely to choose the converter box option. Given that some consumers, when given their
options, may choose to buy a new digital television or subscribe to a pay televisions
service, NTIA estimates that demand for converter boxes will be 70% of total sets, or
between 20.4 and 51.9 million sets.

Finally, NTIA has determined, based on market research, that about % of all consumers
do.not use coupons. Of those who do, the majority do not redeem coupons they have
acquired, regardless of their value. Based on this data, NTIA conservatively estimates
that 50% of consumers will redeem with coupons, yielding a potential demand for
coupons (actual redemptions, not requests) between 10.2 and 26 million coupons. Under
this estimate; there is sufficient funding for the DTV Converter Box Program.
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Question 2: Demand for Converter Boxes from Satellite Customers

Is it possible that households that subscribe to cable or satellite service and have all
analog television sets connected to the cable or satellite service may still want a
converter box? Would some households that subscribe to cable or satellite want a
converter box to receive multicast signals that are not carried by the pay-tv
provider? Would households that subscribe to cable or satellite service and have an
expectation that they can switch to an antenna to receive over-the-air broadcasts
when their cable or satellite service is not working need a converter box for analog
sets after the transition so they can continue to function at such times? Do the
demand estimates on which you rely for your determination that there is adequate
funding for the coupon program explicitly consider these possibilities? Are there
any other variables that might increase demand for coupons for converter boxes
that NTIA should be considering?

Answer: A small number of coupon requests may come from cable or satellite
consurners who want a “backup” option after February 17, 2009. Today, if there is a
disruption of service, most consumers simply wait until the cable service comes back on.
There is no research indicating that people will behave differently once the transition
occurs. Today, if an emergency disrupts cable or satellite service, consumers may turn to
an alternative media, such as radio or word of mouth via the telephone, to receive
information. Another small subset of cable or satellite subscribers might desire a
converter box to receive multicast signals not carried by their provider, but neither of
these scenarios would generate sufficient demand to affect our estimates in Question 1.
Any pay-tv subscribers considering getting a converter must be able to receive an over-
the-air broadcast signal (e.g., with rabbit ears or roof top antenna) and many of these
homes do not have that capability.

Question 3: Funding for the Converter Box Coupon Program

a. Both FCC Chairman Martin and Mr. Goldstein of the Government
Accountability Office (GAQ) expressed uncertainty concerning your assessment
that the coupon program is adequately funded. Given their uncertainty, do you
think it is possible that more consumers could request and redeem coupons than you
currently anticipate? Have you provided any documents or studies that constitute
the basis of your assessment that the coupon program is adequately funded to either
the FCC or to the GAO?

Answer: Based on our economic analysis, outlined in the answer to question 1, NTIA
does not anticipate consumer demand exceeding the supply of coupons. We have
analyzed data from a range of organizations, such as the Consumer Electronics
Association, the National Association of Broadcasters, the U.S. Government
Accountability Office, and Consumers Union/Consumer Federation of America, Based
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on our assessment of likely patterns of consurner behavior, even the most liberal estimate
of coupon demand yields a figure of 26 million that is well under the total number of
coupons available to consumers (33.5 million).

b. If, in fact, there turns out to be inadequate funding for the coupon program, how
will NTIA address that situation? Do you have a contingency plan in place to
address a potential funding shortfall? How far in advance of the funds running out
would you be able to notify Congress about a potential funding shortfall?

Answer: NTIA’s electronic coupon system will provide timely information on coupon
requests and redemptions and will, therefore, have significant lead time to notify
Congress of potential funding shortfalls.

Question 4: Discrepancies in distribution and Redemption times for Converter Box
Coupons

IBM’s contract with NTIA states that “[p]er NTIA’s guidance, we do not currently
plan to begin coupon distribution and redemption until April 1, 2008.” The Deficit
Reduction act provides that households may begin applying for coupons on January
1, 2008. I find this discrepancy puzzling. Why did you choose April 1, 2008, as the
date when IBM will be prepared to distribute and redeem coupons when the statute
provides a commencement date of January 1, 2008?

Answer: NTIA’s contract with IBM provides that coupons will be distributed no later
than April 1, 2008. The paragraph from which the sentence is quoted (IBM’s
Performance Work Statement) states that, “since [IBM] will have completed the
Ofperational] C{apability] D{emonstration] much earlier, we will be ready to begin full
operational activities before April 1 if NTIA directs us to do so. This operational
readiness gives NTIA the flexibility to respond to the public or other pressures to begin
distributing and processing the coupons early.” (Attachment I, IBM Performance Work
Statement, p. 32). IBM’s ability to distribute coupons as soon as converters will be on
store shelves was an attractive feature of their proposal. Applications from the public for
coupons will'be accepted starting January 1, 2008, and IBM will begin accepting coupon
requests on that date via telephone, Internet, mail, and fax.

NTIA continues to encourage retailers to market converters as early as possible in 2008
consistent with the expressed intent of the Committee. Some retailers are reporting that
they may be able to have converters in stores in March. A few believe they may be able
to make a January date, but are uncertain whether the converter will be available
nationally.

Working with IBM’s Team, NTIA will consider several issues to determine the date to
start distributing coupons. First, over a year ago, in response to the Notice of Proposed
Rulemaking issued by NTIA to implement the statute, retailers informed the agency that
they would not be able 10 make changes in inventory or purchasing systems through the
holiday season which, they indicated, will last through mid-to-late January 2008.
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Second, manufacturers have developed this new product on a compressed schedule and
many have indicated that they will not commence large-scale production and shipments
to retailers until January 2008. Third, the statute provides that coupons expire 90 days
after they are issued. Based on current information about manufacturers’ and retailers’
readiness, inventory plans and holiday schedules, we have determined that coupon
distribution may begin in advance of April 1, 2008 and we are targeting February 17,
2008 to do so.

Question 5: Out of Stock Retailers

Will you require certified retailers to make accommodations for consumers who
bring a coupon to a store only to find that there are no converter boxes in stock? If
your answer is yes, please describe those accommodations. If your answer is no,
please explain why your requirements for the certified retailer program do not
address this issue.

Answer: Retailers have established store policies that vary regarding “rain checks” and
other ways to handle temporary stock shortages. NTIA’s rule requires retailers to “use
commercially reasonable methods to order and manage inventory to meet customer
demand for CECBs.” (47 C.F.R. 301.6(a)(4)). NTIA believes that retailers should be
able to use their own judgment to accommodate customers’ needs. It is likely that many
retailers will assist customers with making coupon transactions for converters that will be
either shipped to the customer’s home or be available for pick up at a later time in the
store. Certified retailers who consistently fail to maintain adequate inventory to meet
consumer demand risk de-certification from the program.

Question 6: NTIA’s Relationship to Other Government Agencies.

Other than the FCC, please list and describe the working relationships or
agreements that NTIA has with other governmental entities with respect to
facilitating the DTV transition. Please provide copies of any agreements and of any
correspondence discussing such working relationships to the Committee.

Answer: NTIA is currently working with the following federal, state, and local
government agencies and associations to leverage their existing communications
networks to reach consumers they serve.

Appalachian Regional Commission ~
U.S. Department of Health and Human Services (HHS), Administration on Aging
U.S. Department of Health and Human Services (HHS),
Administration for Children and Families
U.S. Department of Agriculture (USDA), Cooperative State Research,
Education & Extension Service
U.S. Department of Agriculture (USDA), Farm Services
U.S. Department of Agriculture (USDA), Rural Development Centers
U.S. Department of Agriculture (USDA), Food Stamp Program
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U.S. Department of Agriculture (USDA), Food & Nutrition Services
U.S. Department of Agriculture (USDA), 4-H Council Community Service
U.S. Department of Defense
U.S. Department of Education
U.S. Department of Housing and Urban Development (HUD)
U.S. Department of Housing and Urban Affairs (HUD)
Homes & Communities Division
U.S. Department of Commerce, Economic Development Administration (EDA)
General Services Administration
Internal Revenue Service (IRS), Earned Income Tax Credit
Social Security Administration
U.S. Department of Veterans Affairs
U.S. Department of Homeland, Security, Citizenship and Immigration Services
National Council on Disability
‘White House and State offices of Faith Based
and Community Initiatives

In addition, NTIA is working with The National League of Cities, National Conference
of State Legislatures, National Association of Regulatory Utility Commissioners,
National Association of Counties, Community Action Partnerships, and many of their
local and state government social service offices. NTIA is continuing to work to-expand
this list of partners.

Question 7: Returning Converter Boxes

NTIA’s final rule for the converter box coupon program provides that a consumer who
uses a coupon to purchase a converter box and then decides to return the converter box to
the retailer will only receive a refund for any amount the consumer paid over the $40
coupon subsidy.

a. In this scenario, what will happen to the $40 coupon subsidy? Will the $40 be
credited back to the government to use for another coupon?

Answer: NTIA is working with the IBM Team to identify the best way for retailers to
account for coupons if a consumer returns a converter box.

b. If the $40 will be credited back to the government to use for another coupon, have
NTIA and IBM established a process to facilitate the refund? If no process has been
yet been established, do you intend to implement one?

Answer: Procedures will be in place to facilitate the refund so that participation in the
coupon program can be maximized.

¢: If a consumer returns a converter box purchased in part with a coupon, will the
consumer be able to apply for and receive a replacement coupon? If so, have yon
established a procedure for processing such requests?
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Answer: NTIA anticipates that a credit from the retailer to the government for the value
of coupons previously redeemed by the retailer for retuned CECBs would not trigger a
new coupon for the consumer. The consumer is free to make an exchange at the time the
CECB is returned pursuant to NTIA’s final rule (47 C.F.R. 301.4(f)), which we believe
appropriately balances the need to minimize potential waste, fraud, and abuse with the
desire to accommodate reasonable consumer behavior (e.g., unintentional consumer
mistake, desired a different model).
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Hearing on the Status of the DTV Transition — Part 2
Subcommittee on Telecommunications and the Internet
October 17, 2007

Questions for the Record from Representative Lois Capps

Question 1: Up-Selling

a. What recourse will consumers have if they feel they were unnecessarily “up-sold”
or misinformed — purposefully or not - by a retailer?

Answer: NTIA and the IBM team will field complaints and consumer concerns about all
aspects of the TV Converter Box Coupon Program. Consumers may also report
complaints, as is always the case, to Better Business Bureaus or to their State Consumer
Affairs or Attorney General’s Office. Retailers may be de-certified from the program for,
among other things, failing to comply with NTIA’s final rule, “or for other actions
inconsistent with the Coupon Program.” (47 C.F.R. 301.6(b)(3)).

b. How does the Federal Communication Commission (FCC) plan to work with the
National Telecommunications and Information Administration (NTIA), which is
responsible for the digital-to-analog converter box coupon program, to ensure that
retailers participating in the program are providing accurate and complete
information and are not “up-selling” consumers?

Answer: The FCC has a pending rulemaking under consideration which includes this
subject. Additionally, although NTIA does not have any regulatory authority over
retailers participating in the program beyond that noted above, NTIA will continue to
consult our colleagues at the FCC on this and other important matters that may affect the
level of consumer satisfaction with the Coupon Program. Again, retailers who are
subject to frequent complaints from consumers are subject to de-certification from the
program.

c. Will NTIA retailer certification include or involve training or best practices on
preventing unnecessary or misleading “up-selling”?

Answer: The Final Rule requires retailers to train employees on the purpose and
operation of the Coupon Program (47 C.F.R. 301.6(a} (2). Consumers have multiple
ways to deal with the conversion. They can choose to subscribe to a pay service, they
can purchase a new television with an integrated digital tuner, or they can purchase a
converter box that will allow their existing television to continue to work. The training
materials will inform the public about their options, not promote a specific choice. The
materials are designed to ensure that consumers understand the transition, how they will
be affected by it, and what steps they must take to continue to receive television service
without incurring unnecessary expenses.
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IBM is providing training materials about the operation of the coupon program to
retailers. IBM recommends that the materials not include specific information on up-
selling because IBM believes it will create a disincentive to retailers to participate.
Retailers have urged NTIA to allow them to customize these materials and to integrate
them into their own training programs that address the consumer experience in their
stores. Retailers are prohibited from false advertising that amounts to “bait and switch,”
which the Federal Trade Commission characterizes as a situation where the “company
has no intention of selling that item, but instead plans to sell a consumer something else,

usually at a higher price.” http://www.ftc.gov/bep/conline/pubs/buspubs/ad-fags.shtm

Question 2: Converter Box Returns: Will the NTIA require that consumers be
permitted to return converters to retailers in the event that the consumer feels they
no longer want or need the box?

Answer: NTIA’s Final Rule permits stores to follow their own policies with regard to
returns. In order to minimize waste, fraud, and abuse, our rule states that “consumers
may not return a CECB to a retailer for a cash refund for the coupon amount or make an
exchange for another item unless it is another CECB.” (47 C.F.R. 301.4(f)). Retailers
may accept returns and refund the amount of the consumer’s co-payment, i.e., any
amount paid by the consumer beyond the $40 coupon.
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EXHIBIT A
ANALYSIS OF BENEFITS AND COSTS
OF THE FINAL RULE
FOR THE DIGITAL-TO-ANALOG CONVERTER BOX PROGRAM

INTRODUCTION

This Final Rule creates a program whereby the National Telecommunications and
Information Administration (NTIA) can provide coupons for consumers to purchase digital-to-
analog converter boxes. NTIA was directed to promulgate these regulations pursuant to the
Digital Television Transition and Public Safety Act of 2005 (the “Act™).!

I. Need for the Proposed Action

Converter boxes are necessary for consumers who wish to continue receiving full-power
broadcast programming over the air using analog-only television sets after February 17, 2009 - -
the date that the law requires full-power television stations to cease analog broadcasting.
Without converter boxes, consumers with analog-only television sets will be unable to view
digital television broadcasts over-the-air. To help consumers who wish to continue receiving
broadcast programming over the air using analog-only televisions not connected to cable or
satellite service, Congress directed NTI1A to create a digital-to-analog converter box assistance
program. As part of this program, eligible U.S. households may obtain no more than two
coupons of $40 each to apply towards the purchase of a digital-to-analog converter box. On July
25, 2006, NTIA published a Notice of Proposed Rule Making (NPRM) and Request for
Comment in the Federal Register on ways to implement and administer such a program pursuant
to the Act.

The Final Rule is necessary to provide the needed procedures for the coupon program.
These regulations are necessary to provide notice and direction for consumers, manufacturers,
and retailers. With respect to consumers, the Final Rule provides specific requirements for those
households that will be eligible to participate in the coupon program. The Final Rule also
provides the application process to obtain the coupons, and sets forth proposals for the use, value
and restrictions of the coupons. As such, the Final Rule provides clear procedures on how the
program will operate.

Further, the Final Rule provides essential information for manufacturers of digital-to-
analog converter box, which are not widely available. Because the Act defines limits on the
functionality of the converter boxes eligible for the coupon program, manufacturers wishing to
participate must construct the boxes based on clearly-defined requirements. The Final Rule
provides detailed specifications for converter boxes that NTIA will certify as eligible for
purchase with coupons, Moreover, manufacturers need a lead time to develop converter boxes

' Title 111 of the Deficit Reduction Act of 2005, Pub. L. No. 109-171, 120 Stat. 4, 21 (Feb. 8, 2006).
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based on the specifications. If these regulations are not released expeditiously, converter boxes
may not be available in time for the cut-off date for the digital transition.

Moreover, the Final Rule enumerates the rights and responsibilities of retailers. These
regulations supply such information as fraud prevention, acceptance and redemption of coupons,
and certification requirements for retailers that want to participate in the program. The success
of this program is to a large degree based on retailer participation and cooperation. As such,
NTIA must inform retailers of their responsibilities and rights, As importantly, NTIA needs to
inform retailers wishing to participate on how their operations should accommodate the
requirements of the coupon program.

II. Examination of Alternative Approaches to a Converter Coupon Program

Congress considered alternative approaches to providing a subsidy to consumers who
have analog television receivers and rely solely on over-the-air broadcasts. In fact, the
Government Accountability Office (GAO) addressed these alternatives in a study that identified
several administrative challenges in implementing a subsidy for DTV equipment.” GAO
identified several administrative options that could be used to provide a government subsidy to
assist households in obtaining DTV equipment including a refundable tax credit, government
distribution of equipment, a rebate coupon, and a coupon program similar to the one that is the
focus of this Final Rule.

A refundable tax credit administered as part of a federal individual income tax is one
option for subsidizing converter boxes. GAO presumed that in a DTV equipment program
setting, the procedure would entail consumer purchase of an eligible set-top box, and then a
claim for reimbursement on the consumer’s federal tax returns. Appropriate record-keeping
would be needed as documentation for the claim. A Treasury official informed GAOQ that such a
method would impose considerable administrative burdens and costs on the Internal Revenue
Service (IRS).? The Treasury official also noted that compliance would be a problem and that
because of the small amount, it would not be cost-effective for the IRS to assign resources to
check compliance. Finally, a refundable tax credit program would require consumers to pay the
full price for the converter box at the time of purchase. Although it may not be a problem for
some consumers, it may be a hardship on others.

The Government has long distributed resources to needy Americans in certain
circumstances, such as emergency food assistance accomplished through soup kitchens. GAO
determined that applicability of a government distribution network to a DTV converter box
program is possible but would create many challenges to implementers. One significant
challenge would be finding locations nationwide for the government to distribute the equipment.
Government distribution would not take advantage of distribution and supply chains already in

%See “Digital Broadcast Television Transition: Several Challenges Could Arise in Administering a Subsidy Program
for DTV Equipment,” GAO-05-623T (May 26, 2005).

*GAO Report at 17.
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place by retailers. Government distribution would also limit the ability of consumers to take
advantage of the expertise that retailers possess, particularly with respect to electronics.

Another alternative would be to implement a rebate program. Under a rebate program,
consumers are charged the full price of an item when purchased and then may seek to receive a
rebate through the mail if proper documentation is sent to the correct address. The manufacturer
or retailer specifies the documentation, such as the original sales receipt, the UPC code, and a
completed rebate slip. Typically, the documentation must be submitted by mail within a
specified time period, and the rebate generally arrives no more than 12 weeks later. GAO found
that this vehicle might be used in a converter box program. However, GAO noted that the
problem with a rebate program is that only about 30 percent of rebates are ever redeemed and no
more than 50 percent under a more optimistic scenario.* Moreover, 1 percent to 20 percent of
rebate applications are rejected because of lack of proper documentation. A rebate program
would present the same problem as the refundable tax credit program in that it would require
consumers to pay the full price for the converter box at the time of purchase which may present ¢
hardship on some consumers.

Because the Act specifically directs NTIA to develop a coupon program, any of the
alternatives discussed above would require a legislative change.

II1. Analysis of Benefits and Costs
A. Baseline Analysis: No DTV Converter Box Coupon Program

The cost-benefit analysis draws on the Office of Management and Budget (OMB)
Guidelines, which direct agencies to use a pre-statute “baseline.” OMB defines such a “baseline’
as “the best assessment of the way the world would look absent the proposed regulation.”
Absent the legislation, consumers would not have the financial benefit that this program
provides. Accordingly, consumers would have to pay the full cost of a converter box, subscribe
to a cable or satellite service provider or purchase a digital television in order to continue
receiving television service after the February 2009 transition date.

»

This scenario would impose sizable costs on consumers (see appendix A). NTIA has
found a range in the surveys of “untethered” televisions (i.e., televisions that are broadcast only,
not connected to cable or satellite service) from 32.7 million to 80.0 million (see appendix B).
This is the widest likely market for converter boxes.® A 2005 National Association of
Broadcasters NAB) survey found 69 million over-the-air television sets among all U.S.
television households: 45.5 million sets are in households that are broadcast only; and 23.5

"GAO Report at 20.
*See OMB Circular A-4, dated September 17, 2003.
¢ It is conceivable that consumers with televisions connected to cable or satellite will also want a converter box in

the event their cable television was inoperable. No data exist on this possibility.

3
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million broadcast-only sets are in cable and satellite households.” The Consumer Electronics
Association (CEA) finds that not all untethered television sets are used to watch broadcast
television. CEA finds that 32.7 million sets are used to view over-the-air television while the
others are used to watch movies via DVD and VCR machines or to play games.® Consumers
Union/Consumer Federation of America estimated 80 million total untethered television sets,
providing the highest estimate of potential demand for the converter box among the major
surveys (these reports are attached as Appendix C).’

This said, broadcast-only households replace their sets at a rate of 11 percent per year,
according to the CEA business analysis unit,'® After March 1, 2007, virtually all sets sold will
include a digital tuner, reducing demand for the Coupon Program: with digital replacements, the
range of households in need of a converter will be reduced to between 29.1 and 74.2 million by
June 2008. This figure was determined by subtracting the replacement rate for over-the-air
households, since it is likely that analog-only households will replace their primary set with a
digital set at an 11 percent replacement rate. However, cable and satellite householders are
unlikely to replace their second or third television sets (that happen to be broadcast-only) with a
digital set. Therefore, we assume a zero percent replacement rate for sets in cable and satellite
households.

In addition, consumers have several choices in the marketplace other than the digital-to-
analog converter box. As has been suggested, a portion of households with untethered sets will
buy a digital television. Others will subscribe to cable or satellite service. A recent survey from
ICR (http://www.icrsurvey.com/Centris.aspx) indicated that some households (29.2%) will sign
up for cable or satellite service or video from a telco when they were asked what options they
would choose to continue to receive television service after the digital transition. Another 9.1%
will buy a digital television. 32% of respondents stated they would do nothing; 14% responded
that they did not know what choice they would make; and 3.5% refused to answer (see Appendix
C for this research study). An NAB study conducted by StrategyOne, released on February 28,
2007, found that 25% of over-the-air-reliant households will apply for the government-issued
converter coupon.’!

NTIA estimates that at most 70% of all untethered households will choose to buy a
converter box. We reach this figure by assuming that all respondents who were undecided will

7 See National Association of Broadcasters, Comments in the Matter of Annual Assessment of the Status of
Competition in the Market for the Delivery of Video Programming, MB Docket No. 06-189, November 29, 2006, p.
2.

® Consumer Electronics Association, “TV Usage Study,” May 2005, p. 7.

% Cc s Union/Cc Federation of America, “Estimating Consumer Costs of a Federally Mandated Digital
TV Transition,” June 29, 2005.

10 Telephone conversation between Anthony G. Wilheim, NTIA, Director, Consumer Education, DTV Converter
Box Coupon Program and Matthew C. Swanston, CEA, Director, Business Analysis, February 7, 2007,

" See Fact Sheets from the February 28, 2007 DTV Transition Coalition press conference (Appendix C and DY; see

also www.dtvtransition.org.
4
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choose the converter box option. We also reduced the percentage of respondents who said they
would subscribe to multichanne! video programming distribution (MVPD) or purchase a digital
television by 25%, assuming some consumers will change their mind once they are made aware
of the converter box option. This analysis provides a range of sets requiring a converter box
between 20.4 miilion and 51.9 million. This range constitutes our non-action baseline, since it
represents a reasonable projection of the number of sets that would require a box, given known
market trends and consumer behavior. f we assume the retail price of a box will be $95,2 this
would constitute a consumer cost of between $1.94 billion and $4.93 billion.

The benefit to these households of acquiring the converter boxes on their own would
vary, with greatest value likely accruing to those who would prize retaining access to the
emergency broadcast system. Retailers and manufacturers could conceivably lose sales of
converter boxes due to reduced demand resulting from higher prices (though revenues would rise
or fall depending on the applicable price elasticity of demand). On the other hand, retailers could
use the digital transition as an opportunity to convince consumers to purchase digital televisions
as opposed to converter boxes. CEA reports that sales of DTV equipment are rising rapidly, with
unit sales of DTVs surpassing analog sales by a wide margin in 2006 (see Table 1).

Table 1: Unit Sales of Televisions (millions)n

Analog | neo | 956 | 238 | 204 | 109 25 2 0 0
TVs

?}f;m 41 5.5 80 | 113 | 239 | 292 | 334 | 352 | 364
?SSTAL 324 | 311 | 318 | 318 | 348 | 317 | 336 | 352 | 364

Moreover, the lack of a coupon program’s educational activities could also serve to
depress demand as some potential consumers remain uninformed.

B. Alternative Approaches: Operating a DTV Converter Box Coupon Program

This section examines the costs and benefits of the legislatively-mandated DTV converter
box coupon program that is intended to smooth the transition.

1. Subsidy Costs: GAQ Estimate

In 2005, GAO provided Congressional testimony on the potential cost of providing a

12 A converter box is currently available online for 395 at
http://'www.gcost.com/ecost/shop/detail.asp?dpno=4973305.

¥ Figures are from an unpublished CEA report, “22006 Digital Television Summary Statistics,” updated January 22,
2007, and available in Appendix C.

5
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subsidy to consumers for the purchase of converter boxes to accelerate the transition from analog
to digital broadcast television.'* GAO estimated that a subsidy would cost from about $460
million to about $2 billion depending on the price of a converter box and whether a means test
were employed.

2. Subsidy Costs: Congressional Budget Office Estimate

With respect to the converter box program, CBO estimates that the value of coupons
redeemed under this program would total about $1.4 billion, slightly less than the $1.5 billion
authorized by the Act. The Act is part of the Deficit Reduction Act of 2005 which the
Congressional Budget Office states would reduce direct spending by about $39 billion over the
2006-2010 period and by approximately $99 billion over the 2006-2015 period. With respect to
Title 11 of the Act, CBO estimates that enacting this title would result in net savings of $7.4
billion over the 2006-2010 period and $7.6 billion over the 2006-2015 period (see table
attached).'

3. Government Administrative Costs: NTIA Estimate

The Act places a ceiling on the maximum amount that the government can spend on
administrative costs to run the coupon program. Specifically, the Act provides that NTIA can
spend no more than $100 million on administrative expenses to run the program if coupon
payments do not exceed $990 million. If, however, NTIA certifies to Congress that the $990
million is insufficient 1o fulfill the coupon request, NTIA may spend an additional $60 million (a
total of $160 million) to run a program with coupon payments that do not exceed $1.34 billion.

Besides promulgating the regulations to establish the parameters of the coupon program,
administrative costs would consist of those costs necessary to process applications, distribute
coupons, and redeem coupons. The Act also states that NTIA may spend no more than $5
million for consumer education.

Based on NTIA’s Independent Government Estimate (IGE) and an analysis of the
Request for Information (RFI) responses from industry, it is reasonable to assume that NTIA can
satisfactorily administer the Coupon Program with the funds available.

4. Consumer Costs

The costs to consumers after the implementation of this program will certainly be less
than if the coupon program was never instituted. Estimates of a converter box as described in the

" See “Digital Broadcast Television Transition: Estimated Cost of Supporting Set-Top Boxes to Help Advance the
DTV Transition,” GAO-05-258T (February 17, 2005).

15 See Table 10, CBO Cost Estimate, S.1932 (Deficit Reduction Act of 2005), issued January 27, 2006,

6
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Act and as defined in the Final Rule range from $50 to $70." Using the $40 coupon, consumers
can expect to pay between $10 and $30 for each converter box purchased. Households may
request a maximum of two coupons. Without the coupons, consumers will have to either pay the
$50-$70 non-subsidized converter boxes, or buy new digital television sets in order to receive
over-the-air signals. Part of this saving would be attributable to the coupons’ effects, but would
benefit from burgeoning competition for selling the boxes and possibly economies of scale.”’

Congress created a program that militates against impulse buying.'® Therefore,
households must request coupons and redeem them at certified retail stores or through online
retailers. The coupon industry has provided NTIA with data to suggest that not all consumers use
coupons (76% of consumers use coupons). In addition, less than 1% of cents-off coupons (e.g.,
grocery coupons) are actually redeemed. The coupon distribution methodology closest to NTIA«
approach is the “consumer relations” coupon. This is the type of coupon that customers would
call a toll-free number and request if they are unsatisfied with a product. While this coupon type
has a relatively high redemption rate, it is still in single digits (7%). This redemption rate is
superseded only by coupons that are instantly redeemable, such as those present at point of sale
(see Appendix C for coupon-related statistics).

None of these examples of private coupon programs, however, may reflect the
redemption rate of this coupon program, as the coupons will cover most of the cost of a product
which may be considered essential by some consumers. Assuming a conservative 50%
redemption rate, this would suggest a demand for the coupon program ranging between 10.2
million and 26.0 million coupons and costing between $408 million and $1.04 billion. At $50—
$67 per box,? the likely price of a coupon-eligible converter in a robust market, this would
amount to a consumer impact between $102 million and $702.0 million.

5. Perceived and Net Benefits of the DTV Coupon Program

The coupon program is a part of the transition to digital broadcasting which itself will
free up spectrum and confer decided advantages on Americans.
In 2 macroeconomic sense, the core benefits of the DTV transition program include a spur to

16 See Dr. Kim, LG Electronics demonstration, September 15, 2005 press release.

'7 The cost to consumers of purchasing subsidized converter boxes would be much lower than that experienced in a
“baseline” no-coupon scenario (see above).

'® Deficit Reduction Act of 2005, Conference Report, at 202, says “the coupon structure of the program and
requiring consumers to make affirmative requests for coupons takes into account that many consumers will neither
need nor want a subsidized converter box. By contrast, if converter-boxes were made directly available at subsidized
rates at stores, or coupons were automatically sent to every U.S. hiousehold, impuise participation by consumers who
do not really need either a converter-box or a subsidy would cause the program to run out of funds before consumers
who really do need a subsidized box avail themselves of the program.”

¥ See testimony of Leonard H. Roberts, Chairman and Chief Executive Officer, RadioShack Corporation, Before
the Subcommittee on Telecommunications and the Internet, House Energy and Commerce Committee, March 10,
2005.

7
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economic growth and employment, improved public safety, and boosting government revenues
attributable to auctions. At its essence, the freeing-up of new spectrum to fuel wireless
technologies and innovations in a competitive setting will redound to the benefit of all sectors of
the economy. The wireless sector has experienced tremendous growth in recent years. In 2000,
wireless revenues in the United States equaled $52.5 billion; by 2005, the figure had grown by
more than 116 percent, to $113.5 billion.”’ Qver the same period, the number of subscribers
increased by almost 91 percent, from 109.5 million to 208.8 million.! Wireless penetration
today stands at more than 69 percent of the total U.S. population.”? From its genesis in the
1980s, the wireless industry has generated a cumulative investment of $119.3 billion through
2005, with $25.3 billion expended in 2005 alone.” Because the program anticipates a co-
payment from consumers for the purchase of converter boxes, and because some consumers may
decide to purchase digital televisions as opposed to converter boxes, the electronic retail and
manufacturer sectors -- and the country -- will also enjoy economic gains as a result of this
program.

Moreover, almost all (97%) Americans can choose from three wireless service providers
in their respective counties, and many have four or five.* Ovum estimated that the wireless
industry contributed $92 billion to the U.S. economy in 2004, and that it is poised to create up to
three million jobs and add $450 billion to GDP over 10 years.” If the U.S. telecommunications
wireless industry were a country, its economy would rank as the 46" largest nation in the world,
based on GDP.” An FCC auction of 90 MHz of advanced wireless spectrum in the 1710-1755
and 2110-2155 bands in August 2006 that totaled almost $14 billion promises to meet significant
demand in urban and rural areas.”’” Industry observers anticipate that the digital television (DTV)
transition in the United States will bring more of the same. Some 84 MHz corresponding to TV
Channels 52-69 promises to generate $8- $15 billion in auction revenues as advanced wireless

 Source: Cellular Telecommunications Industry Association (CTIA).
http://files.ctia.org/img/survey/2005_endyear/slides/EndYear_1.jpg

2ty
2 CTIA, “Wireless Quick Facts,” April 2006, http://www.ctia,org/research_statistics/index.cfm

2 “Wireless Quick Facts,” op cit.

M RCC, Tenth Annual Report and Analysis of Competitive Market Conditions with Respect to Commercial Mobile
Services, released September 30, 2005, para.205; Appendix A, Table 6. Approximately 93 percent of the U.S.
population continues to live in counties with four or more mobile telephone operators competing to offer service,
and 87 percent of the U.S. population continues to live in counties with five or more competing mobile telephone
operators.

B Qvum, The Impact of the US Wireless Telecom Industry on the US Economy, September 2005, p.3.

% gy

# «Court Kills Council Tree Bid to Stay AWS Auction,” Communications Daily, pp. 1-2.
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(broadband) will come to the marketplace in a significant way.*®
B. Analysis of the Benefits and Costs of I1dentified Alternatives

The above “macroeconomic” calculus represents one assessment of the DTV transition
program. Section II of this Analysis provides a brief analysis of the costs and benefits of
alternative subsidy programs not related to the Final Rule. Complementing this, the ensuing
analysis discusses the associated benefits and costs evaluating options related to gpecific
implementation details of the coupon program as set forth in the Final Rule.

The Final Rule provides specificity to the basic digital-to-analog converter box program
adopted by Congress. This section examines alternatives considered in the Final Rule in the
categories of coupons, applications, and certification, with fraud a cross-cutting issue.

Coupons

Setting up the structure and conduct of the coupon program is basic to achieving the
statute’s intent. NTIA will permit open eligibility while the Initial Funds are available (i.e., until
coupons valuing $890,000,000 have been redeemed, and issued but not expired, in accordance
with Section 3005(c)(2)(B) of the Act.)zg The Act permits funding of the program to increase by
$510,000,000, to a total $1,500,000,000, upon a certification to Congress that the initial allocated
amount of $990,000,000 is insufficient to fulfill coupon requests.>® Once such Contingent Funds
are available for the Coupon Program, the eligibility for those coupons provided from Contingent
Funds will be limited to over-the-air-only television households (“Contingent Period”).
Consumers requesting those coupons during the Contingent Period must certify to NTIA that
they do not subscribe to a cable or satellite service. NTIA makes this decision balancing the
demand uncertainty and funding limitations against a real concern that over-the-air reliant
households will lose total access to television broadcasts after the transition date.

Limited funds for program administration dictate the need for good management, criteria
such as efficiency, effective tracking and accountability, ease of customer understanding and
administration, and fairmess. Several features for the program attempt to meet these goals. First,
electronically trackable coupons will be used to enable prompt verification, redemption and
retailer payment. Second, an expiration date will be visible on each coupon. The expiration date
will be 90 days after the coupon’s issuance date, which will be the date upon which the coupon is
mailed. This measure will promote prudent expenditure of program monies while instituting
reasonable controls.

The Final Rule requires identifying unique numbers on the coupons to facilitate coupon

% Jeremy Pelofsky, “Media firms queue up for U.S. wireless auction,” Reuters, July 11, 2006; Drew Clark,
“Estimates vary on value of spectrum,” National Journal, August 2, 2005. 24 MHz will be set aside for public safety
use.

® See supra para. 2.

% See Section 3005(c)(3)(ii) of the Act.
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tracking and redemption and to combat counterfeiting and fraud. The Rule also limits a coupon
holder to an even exchange of one certified converter box for another to help prevent fraud.
Therefore, the Final Rule would prohibit consumers from returning a coupon-subsidized
converter box to a retailer for a cash refund or credit towards the purchase of a different item.

The Final Rule also requires the use of an “electronic coupon card” on which the $40
value can be credited towards the purchase of a converter box. Coupons with electronically
encoded information will help the program run more efficiently and permit the electronic
tracking of transactions. It will also reduce the opportunity for fraud.

Application Process

The Act specifies that a household may obtain no more than two coupons upon request
submitted between January 1, 2008 through March 31, 2009.3' Consumers must apply for
coupons subject to the eligibility requirements described in NTIA’s Final Rule by providing
limited information, including name, address, and the number of required coupons not to exceed
two. Recognizing that consumers must affirmatively request coupons, NTIA has attempted to
minimize the burden on consumers by proposing a simple application process that provides
sufficient information to determine their eligibility to receive coupons. NTIA plans to facilitate
consumers’ participation in the DTV coupon program by allowing consumers to request such
forms by mail and telephone and to solicit, submit, and track applications through the Internet.
These measures would promote ease of use, thereby ameliorating administrative costs.

The Final Rule would award only a single coupon to consumers who fail to specify the
number of coupons their household requires. This significant feature helps to maximize the
benefits of the coupon program by seeking to restrict coupons to applicant households’ stated
need, and to help hold down the total costs of producing and distributing coupons.

NTIA intends to prevent waste, fraud, and abuse by employing a computer-based
application system that will deny duplicate coupon requests and detect other potential abuses of
the application process.

Certification

The Final Rule sets forth simple certification processes for retailers and manufacturers.
For retailers, they must self-certify that they: (1) have been engaged in the consumer electronics
retail business for at least one year; (2) have completed a Central Contractor Registration; (3)
have in place systems or procedures that can be easily audited as well as systems that can
provide adequate data to minimize fraud and abuse in retail redemption and government payment
for coupons; (4) agree to have coupons box sales audited at any time during the term of
participation in the coupon program by the U. S. Government or an independent auditor at no
expense to the retailer; (5) will provide NTIA electronically with redemption information and
payment receipts related to coupons used in the purchase of converter boxes, specifically
tracking each serialized coupon by number with a corresponding converter box purchase; (6)

3 See Sec. 3005(c)(1)(A).
10
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agree to accept coupons and receive payments resuiting from authorized purchases made for
coupon-eligible converter boxes. By requiring the retailers to register in the CCR, NTIA is
utilizing a Federal government electronic system that is already in existence and is utilized to
make swift payments to vendors. The decision to include this process in the Final Rule responds
to the needs of retailers to be reimbursed for the coupons as on a commercially reasonable basis.
Moreover, self certification will save both time and resources and give the program the benefit of
the retailers’ resources and experience in marketing and selling electronic devices. These steps
will lead to cost savings in terms of efficiency gains and opportunity costs avoided.

NTIA advances this Final Rule to increase the attractiveness of the program for retailers
and encourage their participation. These policies will give retailers confidence that their coupon
reimbursements will be paid and disputes resolved quickly. By promoting widespread retailer
acceptance of the program, consumers should be able to easily find a retailer who will redeem
coupons for converter box purchases, increasing convenience and saving consumers time.

As part of the coupon program, manufacturers that wish to participate in the program
must submit a notice of intent to the NTIA at least three months prior to submitting test results
and sample models of converter boxes. The notice shall include a brief description of the
proposed converter box, including permitted as well as required features, and the date which the
proposed converter box is expected to be available for testing. The notice of intent shall supply
the name, title, and address and phone number of an individual responsible for the
manufacturer’s submission. The manufacturer is then required to submit the converter box and
the test results to NT1A for verification. NTIA has entered into an agreement with the FCC by
which the FCC may test manufacturers boxes and review test results, if requested by NTIA. This
process streamlines the process for certifying converter boxes because NTIA will use the FCC
since the Commission has an established laboratory experienced in verifying test results for
similar products. Again, self certification will save both time and resources and give the
program the benefit of the manufacturers® resources and experience in developing such devices.
The cost savings are likely to be sizable in terms of efficiency gains and opportunity costs
avoided.

Converter box designs incorporating various combinations of features (e.g., remote
controls, advance programming guides, many inputs/outputs) could be developed for the coupon
program. The converter box design rules will assist manufacturers in converging rapidly on
suitable designs so that they can develop, market, and qualify converter boxes for the program in
the short period available (approximately one year) to accomplish these milestones. The cost of
delaying the availability of qualified converter boxes will be large, severely constraining the
ability of the coupon program to promote the full distribution of these boxes to consumers by the
end of the DTV transition.

3. Summary Analysis

The coupon program established by statute and implemented by this Final Rule is a DTV
subsidy program, and as GAO explicitly recognized in its testimony to Congress, “it is difficult

11
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to measure specific benefits and costs of undertaking a specific DTV subsidy program.”?
Moreover, “it is difficult to evaluate the suitability of subsidizing the costs imposed by this
particular govemment policy relative to other policies that have also imposed costs on
citizens.”> Notwithstanding, we believe that the transition to digital TV broadcasting, of which
the coupon program is a significant element, will confer greater economic benefits than costs —
net benefits ~ to the American people.

%2 See “Digital Broadcast Television Transition: Several Challenges Could Arise in Administering a Subsidy
Program for DTV Equipment,” GAO-05-623T (May 26, 2005).
3 GAO Report at 2.

12
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TABLE 10. ESTIMATED BUDGETARY EFFECTS OF TITLE IiI OF S, 1932

By Fiscal Year, s Millions of Dollars

2006-  2006-
2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2010 2013
CHANGES IN DIRECT SPENDING
Net Change in Spectrum Auction
Proceeds
Estimated Budget Authority 0 1250 1.550 -12.650 -150 -130 -150 0 0 0 -10,000 -10.300
Estimated Qudays 0 1.250 1.550 -12,650 -150 -150 -130 0 0 0 -10.000 -10300
Supplemenral License Fees
Budget Authoriry -10 0 0 4} 0 0 0 9 0 -10 -10
Estimated Outlays -10 o 4 0 0 0 0 0 0 0 -10 -10
Converter Box Subsidies
Budget Authority 0 1500 0 0 0 0 ¢ 0 0 0 1500 1300
Estimated Outlays 0 40 505 850 3 [ 0 0 0 0 130 1400
Interoperability Grants
Budget Authority 0 1.000 0 0 0 0 0 0 0 0 10060 1.000
Estimated Outlays 0 100 370 310 220 0 0 0 0 0 1000 1,000
NYC Television Rexmbursement
Budget Authority 4 15 15 0 0 0 0 0 0 0 30 30
Estimated Ourtays 0 13 15 0 0 0 0 0 0 ¢ 30 30
LPTV Digital-to-Analog Devices
Budget Authoriry 0 10 0 0 0 0 0 0 0 0 10 10
Estimated Outfays 4 0 § 3 0 0 0 0 [ 0 10 10
LPTV and Translator Upgrade
Budget Authority 1] 4 0 65 Q 0 0 0 0 0 65 63
Estimated Cutlays ¢ 0 0 § 30 14 i3 0 0 0 38 63
Nanonal Alert System
Budget Authoriry 0 0 0 156 0 0 0 0 0 0 156 136
Estimated Qutlays 0 0 0 0 73 7N 0 0 0 0 83 156
E-911
Budget Authoriry 0 G 0 44 0 0 0 0 0 0 H 4
Estimated Cutlays 0 0 0 1§ 18 8 4 0 0 0 36 4
Esseatial Air Service
Estunated Budget Authonty 0 30 o 0 0 0 0 0 0 0 30 30
Estumated Outiays 0 15 13 0 0 0 ¢ 0 0 0 30 30
Total Estumated Changes
Estimated Budget Authority -10 1803 1565 -12385 -130 -130 -150 0 0 0 7175 747
Estimated Qutlays -10 1420 2460 -11.4490 196 3% 137 0 0 0 -7.38% .7.575
Memorandumn:
Proceeds of Spectum Auctions
Under CBO's 2005 March
Baseline 0 -7.605 -7.650 0 0 o 0 0 0 0 -185.255 15355

NOTE: Cemponents may not sum o totals becawse of ronnding.
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Appendix A: Potential Demand for the Digital-to-Analog Converter Box

Number of broadcast-only sets for which coupons
may be redeemed

10.2-26.0 millions

* The range is derived from the highest and lowest figures known of the number of “uniethered” televisions in househoids. The
Consumer Electronics Association in its “TV Usage Study,” May 2003, p. 7, provides the jow figure, stating that 32.7 million OTA
sets are actually used for OTA viewing. Other OTA sets, according to CEA, are hooked up with a DVD player, VCR or video game.
The highest estimate, 80 million sets, comes from Consumers Union/Consumer Federation of America, “Estimating Consumer Costs
of a Federally Mandated Digital TV Transition,” June 29, 2005. Between these are several studies, including the National Association
of Broadcasters, Comments in the Matter of Annual Assessment of the Status of Competition in the Market for the Delivery of Video
Programming, MB Docket No. 06-189, November 29, 2006, p. 2, in which they estimate 69 million broadcast-only sets. Thus, NTIA
provides a range of the potential market today for a converter box between 32.7 million and 80.0 million.

+ Business analysts at CEA tel} us there is an 11% annual replacement rate for televisions in OTA households. Given virtually ail
televisions soid afier March 1, 2007, will be digital sets, we can project that by the time the Coupon Program is fuily operational
{6/08), the potential market for a converter box will be between 29.1 and 74.2 million sets.

1 ICR found that 29.2% of households say they will subscribe to cable or satellite service after the transition. Another 9.1% will buy a
digital television NTIA conservatively assumes that some of these houscholders (roughly 25%) will choose the converter box option
-~ as wel} as all other h holds, including the 49.5% of s who are uncertain about what they will do. On Feb. 28, 2007,
NTIA released results from a survey stating that 25% of OTA households will choose the government-issued coupon option. This
number will clearly rise with consumer education but NTIA does not believe, for the reasons stated above, that demend will exceed

70% of ail untethered sets. This calculation gives NTIA a baseline market of t 20.4 and 51.9 million boxes.
§ Statistics from the coupon industry reveal that 24% of consumers do not use coupons. In addition, the coupon redemption rate for
cents-off coupons is less than 1% overall. The redemption rate for Juesti pons is higher but still in single digits

(7%). Redemption rates for coupons with a high face value are also low due because they are generally redeemable for higher priced
products. Given these trends, we conservatively estimate that 50% of households choosing the converter box option will redeem
coupons. This amounts to projected demand for the coupon program at between 10.2 miltion and 26.0 million sets.
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Appendix B: Data on TV Households (in millions)

Office

Date Totat No. of Tolal No. of Total No. of Total Brogdcast-
TV Hits OTA HHs Ws only TVs
1. Cable Television Advertising 200472005 109.6 16
Bureau
2. Consumer Electronics
Association (CEA) January-07 1 j2.21 285 327
3. Consumers Union June-05 16 80
4. ICR CENITRIS Survey November-06 21
5. National Association of November-06,
Broadcasters (NAB) February-07 1102 189 305.5 &
6. Nat't Cable TV Association
{citing Kagan Research) September-06 3
7. Television Bureau of Advertising June-05 1114 3108
8. From Deficit Reduction Act June-04 108.41 1611
9. Govemment Accountobility February-05 208

Sources:

1 Cable Television Advertising Bureau af htfp://www.onetvwortd.org/.

2. Consumer Becronics Associotion, unpubiished market reseorch, August 2004, updoted January 2007, Also see, CEA “TV Usage

Study,” Moy 2008P. 5

3. Consumers Union/Consumer Federotion of Americo, “Estimating Consumer Costs of o Federally Mandated Digital TV Tronsition,”
June 19, 2005 {CU/CFA, Woshington, D.C.. 2005}, p.

4. 1CR CENTRIS Survey, Subscriber Bulletin 2006-11, unpublished.

5. Commenis of the Nationol Association of Broadcosters in the Matter of Annuat Assessment of the Status of Competition in the
Morket for the Delivery of Video Progromming, MB Dockel No. 06-189, 29 Novembaer 2006, p. 2. Aiso see Fact Sheet rom the
February 28, 2007 DTV Coalifion press conference.

6. See hitp://www.ncta.com/ContentView.ospx2conieniid=54.

7. Television Bureou of Adverlising, TVB Online ot http://www.tvb.org [Source: Nielsen Medio Reseorchj

8. Numbers quoted in DRA Committee Report come from the Federal Communications Commission, MB Docket No. 04-210

{"Seeking Comment on Over-the-Air Broadcast Television Viewers'}, 12 July 2004.

9. Unifed Stotes Governmeni Accountobility Office, Digitol Broodcost Television Transition: Estimated Cost of Supporting Set-Top

Boxes ta Help Advance the DTV Tronsition {GAO, Woshingion, D.C.: 2005}, p. 3.

15
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StwrategyOne

Date: February 27, 2007
To: Jonathan Collegio, NAB
From: Robert Moran, StrategyOne
David Cantor, Glover Park Group
Re: Research Among “Over the Air” Households

This short fact sheet covers the key findings from the three (3) waves of research that we have
conducted:

Wave 1 National Survey Questions Among American Adults. (1/25-28/2007)
N=1000, Data collected by telephone via RDD (random digit dial} method
Margin of error = +3.1% in 95 out of 100 cases

Wave 2 National Survey Questions Among American Adults. (2/8-11/2007)
N=1000, Data collected by telephone via RDD (random digit diai) method
Margin of error = +3.1% in 95 out of 100 cases

Wave 3° National Survey of Primary OTA Americans. (2/15-22/2007)
N=400, Data collected by telephone via RDD (random digit dial) method
Margin of error = +4.9% in 95 out of 100 cases

National Survey of Households with Untethered Sets. (2/15-22/2007)
N=400, Data collected by telephone via RDD (random digit dial) method
Margin of error = +4.9% in 95 out of 100 cases

Defining the “Over the Air” Popuiation:

For this research, OTA households were broken into two (2) categories, primary OTA
households and households with untethered sets. Primary OTA households have at least one
working television that is not connected to cable or satellite service. Households with
untethered sets are connected to cable or satellite service, but have at least one television that
is not connected to this service.

Size of the “Over the Air” Population:
Based on our national survey research, the percentage of primary OTA (“over the air”)

households and households with untethered sets are as follows:

Group % of Population Estimated Households”
Primary OTA 17% 18,885,405°
HHs Untethered Sets 28% 31,105,372

*Wave 1 and wave 2 data was collected via Opinion Research Corporation’s weekly national survey.

2yvave 3 research among primary OTA (“over the air") households and househalds with untethered sets was conducted jointly by
David Cantor of the Glover Park Group and Robert Moran of StrategyOne. Data was collected via Venture Data.

® Based on 111,090,617 American househoids estimated by US Census Bureau in their 2005 American Community survey.

4 Other groups, such as APTS, put this number at 21,000,000 households, but all estimates seem to track closely.

1875 Eye St, NW Suite 900, Washington DC 20006 | Tel +1 202 326 1772 §
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Awareness of Conversion to Digital Broadcasting:

There is some awareness of the move to digital broadcasting, but very little awareness of the

February 17, 2009 conversion date.

» Our February 8-11, 2007 survey research suggests that 41% of primary OTA
households and 35% of householids with untethered sets are aware of the transition to

digital broadcasting.

» Our more detailed February 15-22, 2007 research among these audiences suggests

that awareness levels are 43% and 46% respectively.

> But, (a) open ended comments suggest that there is very little depth of knowledge
among those who claim awareness of the issue, and (b) there is almost no awareness
of the actual date that all broadcasting goes digital. in our February 8-11, 2007
research not one primary OTA household could correctly guess the digital broadcasting
conversion date. And, in our detailed research among each group, only 1.25% of
primary OTA households and only .25% of households with untethered sets could
accurately state the year and month (February, 2009) that the conversion to digital
would take place. Only 9% of primary OTA households and only 7% of households with

untethered sets could guess the correct year.

Trusted Information Sources:

The top sources of information for primary OTA households and households with untethered
sets, the sources they would go to first to learn more about this issue and how to prepare, are
the internet and merchants for primary OTA and the internet and cable television operators for

households with untethered sets.

How will “over the air” households respond?

Additionally, our research asked primary OTA households and households with untethered sets

how they would respond and segmented them accordingly:

Options Primary | HHs with
OTA Untethered

Sets

Apply for a forty dollar, government-issued coupon that can be used toward the 25% 15%

purchase of a digital-to-analog converter box, use the coupon to reduce the cost of the

converter box, and install it on your anafog television. Any American househoid can

receive this coupon and it is given out on a first come, first served basis.

Purchase a digital-to-analog converter box for approximately fifty to seventy doltars 12% 8%

and install it on your analog television.

Subscribe to cable or sateliite television. (Primary OTA Option) 14% 27%

Attach ali of your televisions to your cabie or satellite service. {Untethered Set Option)

Purchase a new, digital television with an ge cost of approximately three hundred 22% 15%

| dotiars.

Go without television. 18% NA

Wait and see, (Primary OTA Option) 6% 25%

Do nothing. (Untethered Set Option)

Unsure 3% 11%

QOver the Air Survey Research Fact Sheet Page 2
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APPENDIX D

OTA Households Response to Options

Television broadcasters currently broadcast their programming through analog signals.

This is the way that television has traditionally been broadcast. In addition to analog, some
broadcast a digital signai. Americans can watch these digital broadcasts today by either owning
a digital television or subscribing to cabie or sateliite television.

Digital broadcasting allows television stations to broadcast more than one channel at a time.
This increases the number of channels available over the air, for free, and gives consumers
more choices. Digital broadcasting also provides a clearer picture, better sound quality, and the
capability to provide high definition programming, or HDTV,

By law, all American television stations will switch their broadcasting from analog to digitat on
February 17th, 2009. Analog television sets that are not connected to cable or sateliite and do
not have a converter box will not receive ANY television signal.

in preparation for the switch to digital television, people that do not have a digital television or
have a television that is not attached to cable or satellite service have a number of options.

Options Primary OTA HH'’s with both paid
TV services and
untethered Sets

Apply for a forty dollar, government-issued 25% 15%
coupon that can be used toward the purchase
of a digital-to-analog converter box, use the
coupon to reduce the cost of the converter
box, and install it on your analog television.
Any American household can receive this
coupon and it is given out on a first come, first
served basis.

Purchase a digitai-to-analog converter box for 12% 8%
approximately fifty to seventy dollars and
install it on your analog television.

Subscribe to cable or satellite television / 14% 27%
Attach ali of your televisions to your cable or
satellite service.

Purchase a new, digital television with an 22% 15%
average cost of approximately three hundred

dollars.

Go without television. 18% NA
Wait and see. / Do nothing. 6% 25%

Unsure 3% 11%




401

HENRY A WAXMAN, CALIFORNIA Jmm
EDWARD J. MARKEY, MASSACHUSETTS RALPH M. HALL,
AICK BOUCHER, ViR J. DENNIS HASTERT, ILLINOIS.
ILPHUS TOWNS, NEW YORK FRED UPTON, MICHIGAN
ST GONON, TINESSEE FATRAN DER GHORGIA
BOBBY 1, RUSH. RAINOIS OME MUNDRED TENTH CONGRESS. ey
A301A G ESHOO, CALEORNA ib BARBARA CUTN, WYOMING
BARY STUP HIMKUS, BLLINGIS
ELoT L EnGeL NeW Yomk U.S. Bouse of Representatives HEATHER VRSO, NOW MEXICO
ALBEHT H. WYNN, 3 JGHN B. BHADEGG, ARIZONA
EN, TEXAS nh ¢ . 4 M iPPY
S oo Committee on Cnergp and Commeree S TERSBS e v 5556
LIS CAPPS, CALIFORNIA 3 'STEVE BUYER, INDIANA
MIKE DOVLE, PENNSYLVANIA Was’bmgtnn, BT 205156115 GEOROE RADANOVICH, CALIFORN(A
JANE HARMAN, CALIFGRNIA . oA
" i MARY BONO, CALM
TOM ALLEN, MAINE 3
. ‘GREG WALDEN, OREGON
3 OWSKY, ILLINOIS
P A JOHN D. DINGELL, MICHIGAN LEE TERRY. NSRS
MIKE FERGUSON, NEW JERSEY
CHARLES A GONZALEL. TEXAS CHAIRMAN MIKE ROGERS. MICHIGAN
JAY INSLEE, WASHING TON ‘SUE MYRICK, Nuﬂm CAROLINA.
TAMMY BALOWIN, WISCONSIN JOHN SULLIVAN, ORLAHOMA
ROSS, ARKANSAS T MURPHY, PENNSYLVANIA
NE HOOLEY, OREGON MICHAEL C. SURGESS, TEXAS
0. WEINER, NEWw YORK MARSHA BLACKBURN, TENNESSEE

‘G, BUTTERFELD, NORTH CAROLINA
, LOUISIANA

EORGLA

BaON B NN November 7, 2007

DENNIS 8. FITZGIBHONS, CHIEF OF STAFF
GAEGG A ROTHSCHILD, CHIEF COUNSEL

The Honorsble Kevin J. Martin
Chairman

Federal Communications Commission
445 12" Street, S.W.

Washington, D.C. 20554

Dear Mr. Chairman:

Thank you for appearing before the Subcommittee on Telecommunications and the
Internet on Wednesday, October 17, 2007, at the hearing entitled “Status of the DTV Transition -
Part 2.” We appreciate the time and effort you gave as a witness before the Subcommittee.

Under the Rules of the Committee on Energy and Commerce, the hearing record remains
open to permit Members to submit additional questions to the witnesses. Attached are questions
directed to you from certain Members of the Committee. In preparing your answers to these
questions, please address your response to the Members who have submitted the questions and
include the text of the Member's question along with your response. Please begin the responses
to each Member on a new page.

To facilitate the printing of the hearing record, your responses to these questions should
be received no later than the close of business Friday, November 16, 2007. Your written
responses should be delivered to 316 Ford House Office Building and faxed to 202-225-5288
(Please put to the attention of Mr. Philip Murphy, Staff Assistant with the Committee). An
electronic version of your response should also be sent by e-mail to Mr. Murphy at
phil.murphy@mail.house.gov in a single Word formatted document.
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The Honorable Kevin J. Martin
Page 2

Thank you for your prompt attention to this request. If you need additional information
or have other questions, please contact Amy Levine, Senior Counsel, at (202) 226-2424.

/

JOHN D. DINGELL
CHAIRMAN

Attachment

cc: The Honorable Joe Barton, Ranking Member
Committee on Energy and Commerce

The Honorable Edward J. Markey, Chairman
Subcommittee on Telecommunications and the Internet

The Honorable Fred Upton, Ranking Member
Subcommittee on Telecommunications and the Internet

The Honorable Bart Stupak, Member
Subcommittee on Telecommunications and the Internet

The Honorable Lois Capps, Member
Subcommittee on Telecommunications and the Internet
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The Honorable John D. Dingell

1. Funding for the Converter Box Coupon Program

During the hearing, I asked whether you agreed with Mr. Kneuer’s assessment
that enough funding exists to accommodate every request for a coupon. You
responded that you are “not as confident in that [as Mr. Kneuer]. I would have to
look at all of the figures that they have seen. Because, as I understand it, there is a
cap on the amount of money the program can provide, and the demand could
exceed that cap. So, yes, I think they could exceed that cap.” Congress assigned
responsibility for the coupon program to NTIA. Your answer, however, suggests
to me that the FCC and NTIA are not working together to facilitate a smooth
transition. As the agency most responsible for educating consumers about the
transition, do you think it is important that the FCC know whether the coupon
program is adequately funded? Has the FCC reached out to NTIA to coordinate
consumer education messages, including messages about the coupon program?
Are there other ways the FCC and NTIA could work together to better ensure a
smooth transition? If yes, please provide details.

2. FCC’s DTV Relationships

Other than the NTIA, please list and describe the working relationships that the
FCC has with other governmental entities with respect to facilitating the DTV
transition. Please provide to the Committee copies of any agreements and of any
correspondence discussing such working relationships.
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The Honorable Bart Stupak
1. Small Cable Operators

The Federal Communications Commission (FCC) reaffirmed the requirement that
cable systems must carry high definition (HD) broadcast signals in HD format and
reaffirmed its current material degradation standard. These requirements state that digital
signals must be made available to digital customers in digital format. Therefore, small
cable operators will continue to have both analog and digital customers due to financial
constraints resulting in an inability to convert to an all HD digital system.

a. Will FCC rules effectively require these operators to set aside more spectrum capacity
for “must carry” than they do today in order to provide digital signals in digital format
while also making the signal viewable for their analog customers?

b. In order to transmit a viewable signal to their analog and digital customers, will small
cable operators have to transmit the broadcast signal in analog and digital format
simultaneously?

Mr. Martin, you stated that in the next six months a Further Notice of Proposed Rule
Making will address if small cable companies with capacity of 552 megahertz or less will
require a different subset of rules for HD compliance.

c. What steps is the Commission taking over the next six months to determine whether a
different set of rules is needed for small cable companies?

d. What assistance will the Commission provide to small cable operators that file for a
waiver of the HD TV requirement?
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The Honorable Lois Capps

1. Consumer Awareness

a. To date, how has the FCC directed consumers to visit its Digital Television
(DTV) website and toll-free consumer hotline, which also includes information
about the DTV transition? Is the FCC measuring the extent to which consumers
are utilizing the FCC DTV website (i.e. keeping track of the number of visitors)
and the hotline?

b. More broadly, does the FCC have plans to conduct periodic surveys of consumer
awareness about the DTV transition? If so, when and how will these surveys be
conducted? Will the FCC report the results of these surveys to Congress?

2. Permitting

Some broadcasters are experiencing difficulties receiving the appropriate permits
from State and Federal Government agencies to construct their digital facilities.
What has the FCC done to ensure that other government agencies are aware of the
transition, and are working with broadcasters to facilitate a successful digital
transition?

3. Converter Box Functionality

a. In his testimony, Chairman Martin stated that the FCC recently tested many digital
television devices and found that they lacked the V-chip functionality that is
required by the FCC’s rules. Chairman Martin testified that the FCC is
considering levying approximately $11 million in fines against consumer
electronics manufacturers for V-chip non-compliance.

b. Another functionality that the FCC requires in digital television devices is the
ability to support closed captioning for the deaf or hearing impaired. One of our
witnesses, Mr. Claude Stout, testified that many digital televisions and other
consumer electronics devices on the market today lack closed captioning
capability, or provide capability that is inadequate and confusing. Does the FCC
plan to test digital televisions and other devices to ensure that they are meeting the
FCC’s closed captioning requirements, similar to its efforts to enforce the V-chip
rules?
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FeDERAL COMMUNICATIONS COMMISSION
WASHINGTON

OFFIGE OF
THE CHAIRMAN

The Honorable John D. Dingell
Chairman

Committee on Energy and Commerce
U.S. House of Representatives

2125 Rayburm House Office Building
Washington, DC 20515

Dear Chairman Dingeil:

Please find enclosed my responses to the post-hearing questions submitted by the
Subcommittee on Telecommunications and the Internet.

Piease contact me if I can be of any further assistance.

Sincerely,

Kevin J. Martin
Chairman

c¢:  The Honorable Joe Barton, Ranking Member
Committee on Energy and Commerce

The Honorable Edward J. Markey, Chairman
Subcommittee on Telecommunications and the Intemnet

The Honorable Bart Stupak, Member
Subcommittee on Telecommunications and the [ntemet

The Honorable Lois Capps, Member
Subcommittee on Telecommunications and the Internet
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SUBCOMMITTEE ON TELECOMMUNICATIONS AND THE INTERNET

HEARING
ON THE

STATUS OF THE DTV TRANSITION-PART 2

Questions for the Record
for
Federal Communications Commission
Chairman Kevin Martin

October 17, 2007

Please return to the Subcommittee on Telecommunications and the Internet
by November 30, 2007
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Questions for the Record for Federal Communications Commission
Chairman Kevin Martin
Submitted by The Honorable John D. Dingell

1. Funding for the Converter Box Coupon Program

During the hearing, I asked whether you agreed with Mr. Kneuer’s
assessment that enough funding exists to accommodate every request for a
coupon. You responded that you are “not as confident in that [as Mr.
Kneuer]. I would have to look at all of the figures that they have seen.
Because, as I understand it, there is a cap on the amount of money the
program can provide, and the demand could exceed that cap. So, yes, I think
they could exceed that cap.” Congress assigned responsibility for the coupon
program to NTIA. Your answer, however, suggests to me that the FCC and
NTIA are not working together to facilitate a smooth transition. As the
agency most responsible for educating consumers about the transition, do
you think that it is important that the FCC know whether the coupon
program is adequately funded? Has the FCC reached out to NTIA to
coordinate consumer education messages, including messages about the
coupon program? Are there other ways the FCC and NTIA could work
together to better ensure a smooth transition? If yes, please provide details.

Answer:

The FCC and NTIA have communicated extensively since the beginning on the
implementation of the DTV transition and will continue our close coordination as
the transition approaches. As you know, we have a Memorandum of
Understanding relating to our duties and responsibilities in testing the converter
boxes under the coupon program. With respect to consumer education, our shared
goal is to ensure that consumers are able to receive from both agencies consistent,
easy to understand information about what the transition is, why it is happening,
how it may affect them and what they need to do to prepare.

We coordinate regularly with NTIA staff to assess and coordinate outreach
messages and activities. For example, the FCC participated on the program and
exhibited at NTIA’s September 25, 2007 DTV public meeting at the U.S.
Department of Commerce, and NTIA participated in and exhibited at the DTV
program held at the FCC the following day. NTIA exhibited at the FCC DTV
Consumer Education Workshop focusing on seniors on November 8, 2007 and
will do so at upcoming workshops at the FCC as well. In addition, we have
committed to participate in another DTV event that they are planning for
February.

In addition to this coordination, NTIA and the FCC often share the stage at other
conferences and events aimed at getting out the DTV message. For example,
FCC and NTIA staff recently appeared together at a conference sponsored by the
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National Congress of American Indians in Denver, Colorado, to discuss the DTV
transition and converter box coupon program with tribal leaders and
representatives from around the country.

The FCC and NTIA have also forged a partnership with the U.S. Administration
on Aging to assure that seniors are aware of the digital transition. On November
28, 20