MEMORANDUM

To:  All Clients

From:  George R. Borsari, Jr. and Anne Thomas Paxson

Date:  June 2000

Jennifer Rudolph, who has been with us for a year, has left to take time off to study for the bar exam, and then to concentrate on Computer and Intellectual Property Law.  We wish her all the best.

* * * * *

Recently, we have attended a number of presentations, meetings, and conferences dealing with various aspects of digital television.  Two generalized conclusions can be drawn:  first, the conversion to digital television is not going well; and second, the complexity of some of the issues involving digital television renders them almost incomprehensible.  We will try to make some sense of them.


First, the television industry is doing its part.  By and large, the television industry has met all of the deadlines imposed by the FCC for the construction of digital facilities.  It is safe to say that many millions of dollars have been spent by the industry, with an almost zero return on the money and with no immediate prospects for any reliable revenue stream being generated by digital television.  

Forces outside the television industry are hindering the conversion.  Perhaps foremost among them is the FCC, which simply refuses to act on such major issues as digital must-carry and cable receiver compatibility, not to mention a few more really arcane matters.  Staff members in the know at the FCC simply smile and explain that that’s the price the broadcast industry is paying for opposing the Chairman’s pet project, low power radio.  Maybe, maybe not.  Certainly, the other Commissioners are not all that fired up to help the broadcast industry, either.  

Although the number of receivers in circulation is widely quoted as being 50,000, we are told at the various conferences that the 50,000 includes those manufactured and in the hands of dealers, not 50,000 sold to the public.  The television sets, such as they are, are in the neighborhood of $4,000, and speakers at one conference described the current generation of available DTV sets as “experimental.”  It looks now as if the future of digital television is a set-top box that receives the digital signal and converts it to analog so we can watch it.  

A number of organizations are exploring ways to use excess capacity of digital television stations and convert it into some sort of reasonable revenue stream.  As the transmission is one-way only, however, most proposals call for point (the television station) to multi-point (homes) distribution of video programming such as games and movies.  Of course, to the extent that the multi-point (homes) tune to the secondary video programming, that necessarily decreases the audience for the primary programming broadcast at the point (television station).  How does this benefit the broadcaster?  


We told you we would try to clarify some of the issues.  One of the major fights now, after all these years, is the modulation standard.  If the 8-VSB digital standard adopted years ago remains the standard, then the 50,000 television sets that have already been manufactured may have some utility.  If the competing--and mutually exclusive--standard, COFDM, is adopted, we are back to square one.  All of the digital television transmitters now in place would have to be modified, and the 50,000 television sets could be welded into a monument to a government agency that we will not name.  

So what is the issue?  We stay with 8-VSB and go our merry way, and the people now pushing for COFDM can forget it.  Well, those people pushing for COFDM happen to be the networks, PBS, and Sinclair, plus other television groups who have actually done some studies.  Apparently, 8-VSB gets better coverage and better interference rejection.  The problem is, it does not work very well in the car, or inside the house without the construction of an outside antenna.  COFDM apparently actually works and, incidentally, is the standard used by the rest of the world, except in Korea where the standard is 8-VSB.  (Of course, the big proponent of 8-VSB is Zenith which, at the time of the adoption of the standard, was an American company but is now owned by the Koreans.)  Starting to get the picture?

Our initial reaction, when we first heard about a battle of the standards, was “wait a minute, a lot of really bright people looked at this whole issue; they must have considered both standards based on the merits, and after extensive testing; and we can feel confident that the best standard providing the best service to the public was adopted.”  Well, now we are not so sure.  It turns out that if the COFDM standard were adopted, because it would not handle interference rejection as well as 8-VSB, television stations would need to use more power in order to provide the same coverage.  “So what?”, we say, “use more power.”  Here’s the kicker:  The table of allotments adopted by the Commission would not work without using spectrum from Channels 52-69 that is being taken away from the broadcasters.  Without the “income” from the auction of this spectrum, the federal budget would not balance, government programs would have to be cut, and Social Security could not be saved.  So, it appears to us that we are getting an inferior system only because it fits.  Of course, the losers are people outside the center cities (suburbs and rural areas) who would have to pay for programming.  Now you see the picture.  Ugly, isn’t it?  

* * * * *


This is a reminder that the low power television/television translator/Class A television auction-filing window runs from July 31, 2000 through August 4, 2000.  Anyone operating a station pursuant to an STA must file during this window for permanent facilities.  Existing television stations can use this opportunity to increase their coverage through the use of translators, and there are still many desirable locations that are available for low power television.  We plotted on a large map in the office all of the restrictions, and there are a large number of population centers where low power television can be applied for based on the geographical restrictions (we have not looked at the electrical restrictions).  The Commission has published a 32-page single spaced document describing the filing procedures.  We would be happy to send a copy to anyone who wants one.  However, in a nutshell, during the window FCC Form 175 is to be filed electronically, and FCC Forms 175 and 301-CA are to be filed on paper, with.a printed copy of Form 175 attached.  There is no filing fee for the application at this point, but if the application is mutually exclusive with another application, the mutual exclusivity will be resolved by Commission auction.

* * * * *


Reminders:  

June 1

-  Broadcast and Cable Initial Election Statements due to be filed with the Commission, and placed in local public inspection file, by all commercial and noncommercial AM, FM, TV, and LPTV (regardless of Class A status) stations. 



-  Annual Ownership Reports (Form 323 or letter certification) due to be filed with the Commission, and placed in local public inspection files, by all commercial AM, FM, and TV stations in AZ, DC, ID, MD, MI, NV, NM, OH, UT, VA, WV, and WY.



-  EEO Public File Reports (no specified format—see our recent EEO memo) due to be placed in local public inspection file by all commercial and noncommercial AM, FM, TV, and LPTV (regardless of Class A status) stations in AZ, DC, ID, MD, MI, NV, NM, OH, UT, VA, WV, and WY.

July 10 
-  Issues/Programs Lists for the second quarter of this year due to be placed in local public inspection files of all (both commercial and non-exempt noncommercial) AM, FM, full-service TV, and Class A TV stations.




-  Children’s Television Programming Reports (Form 398), as well as records substantiating compliance with commercial limits on children’s programming,  for the second quarter of this year are due to be placed in local public inspection files of all commercial full-service TV and Class A TV stations.

August 1
-  Annual Ownership Reports (Form 323 or letter certification) due to be filed with the Commission, and placed in local public inspection files, by all commercial AM, FM and TV stations in CA, IL, NC, SC, and WI.

-  EEO Public File Reports (no specified format—see our recent EEO memo) due to be placed in local public inspection file by all commercial and noncommercial AM, FM, TV, and LPTV (regardless of Class A status) stations in CA, IL, NC, SC, and WI.



August 1 (cont’d)



-  Broadcast Statement of [EEO]Compliance (Form 397) due to be filed with the Commission and placed in local public inspection file by all the following stations having five or more employees:  commercial and noncommercial TV and LPTV stations (regardless of Class A status) in the states of CA, NC, and SC; and commercial and noncommercial AM and FM stations in the states of IL and WI.  




-  Mid-Term Review  -  All TV and LPTV stations in the states of CA, NC, and SC having ten or more employees are required to attach to the Form 397 a complete copy of all their EEO Public File Reports accumulated since the filing of their last renewal renewal application (in this case, only the current EEO Public File Report would be attached, as no others have yet been filed).

    * * * * *

