July 3, 2002

Marlene H. Dortch

Secretary

Federal Communications Commission
445 12th Street, SW — Room TW-A325
Washington, D.C. 20554

REDACTED — FOR PUBLIC INSPECTION

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

Hughes Electronics Corporation for Authority to Transfer Control,
_CS Docket No. 01-348

Dear Ms. Dortch:

In accordance with Section 1.1206 of the Commission’s Rules, 47 C.F.R.
§1.1206, EchoStar Communications Corporation (“EchoStar”), Hughes Electronics
Corporation (“Hughes”) and General Motors Corporation (“GM”), Applicants in the
above-referenced merger proceeding, submit this letter to report that representatives of
the Applicants met with members of the Commission staff on July 2, 2002, and to supply
the Commission with certain additional relevant materials. Representatives of the
Applicants present at the meeting included David Goodfriend of EchoStar, Merrill
Spiegel of DIRECTYV, Inc. (“DIRECTV”), William Slowey of GM, Dr. Andrew Joskow,
Dr. Robert Willig, and other economic consultants and outside counsel for the
Applicants. FCC staff members who attended the meeting included Barbara Esbin,
Marcia Glauberman, Timothy May, Andy Wise, William Cox, Kiran Duwadi and
Rosalee Chiara of the Media Bureau; Jim Bird, Neil Dellar, Harry Wingo, Joel
Rabinovitz and C. Anthony Bush of the Office of the General Counsel; David Sappington
and Donald Stockdale of the Office of Plans and Policy; Bruno Pattan of the Office of
Engineering and Technology; Tracy Waldon and Alexander Belinfante of the Wireline
Competition Bureau; and Tom Tycz, Doug Webbink, JoAnn Lucanik, Marilyn Simon,
and John Martin of the International Bureau.

The representatives of the Applicants made a presentation to the
Commission staff addressing issues set forth in the attached written materials. The
meeting was focused on the competitive effects associated with the proposed merger of
EchoStar and Hughes and national pricing.
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The Applicants’ economic experts, Drs. Joskow and Willig, confirmed
that the principal source of competition for Hughes and EchoStar are cable providers, not
each other. Data on churn from each company and new subscribers to each company
confirm this finding.

With respect to coordinated effects, given the structure and nature of the
MPVD market, Drs. Joskow and Willig explained that it would be nearly impossible for
New EchoStar to coordinate its prices with cable providers. As they explained, first, the
post-merger HHI is in the safe harbor for a national market including all cable firms.
Second, the market is too diverse in terms of the level of prices to allow for coordinated
competitive effects.

With respect to unilateral effects, Drs. J oskow and Willig described the
methodology and results of a comprehensive merger simulation they have undertaken
that predicts substantial benefits to consumers from the merger and quantifies those
benefits -- the bottom line of the analysis is that resulting consumer welfare benefits are
predicted to exceed $1 billion per year.

National pricing for DBS exists today and will continue to exist after the
merger. Price discrimination will remain implausible. Targeting consumers who do not
have access to cable or digital cable is expensive and difficult. Furthermore, the
combination of an elevated national price and targeted promotions would lead to higher
prices for the large installed based with a cable alternative and, consequently, to
increased churn. Finally, national retailers will constrain prices for consumers and
further reinforce the existing DBS national pricing model. Moreover, each DBS provider
has priced its services nationally in the past. This has been so even though Pegasus
charges $3 more than EchoStar in many territories. EchoStar has nonetheless not
departed from national pricing to avail itself of that $3 “cushion” and charge more in
these areas.

Applicants filed the written presentation with the Commission in advance
of this me:eting.1 Applicants supplement that written presentation with a substitute slide
11, which corrects a minor typographical error, and new slides 84-90, which are additions
to the presentation and rebut certain allegations made by Dr. McAvoy and Gregory
Sidak. In addition, an economics technical appendix and a list of data sources used for
the presentation are attached.

! See Letter to Marlene H. Dortch, CS Docket No 01-348 (dated June 28, 2002).
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An original and one copy of this ex parte notice (and two copies of the
attachments) are being filed with the Commission. If you have questions concerning this
notice, please do not hesitate to contact the undersigned.

Gary%. Epstein

James H. Barker
Latham & Watkins

555 11" Street, N.W.
Suite 1000

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

Counsel for Hughes Electronics
Corporation and General Motors
Corporation

Attachment
cc (w/ att.):

Barbara Esbin
Marcia Glauberman
Timothy May
Andy Wise
William Cox
Kiran Duwadi
Rosalee Chiara
Jim Bird

Neil Dellar
Harry Wingo
Joel Rabinovitz
C. Anthony Bush

Pantelis Michalopoulos

Carlos M. Nalda

Steptoe & Johnson LLP

1330 Connecticut Avenue, N.W.
Washington, D.C. 20036

(202) 429-6494

Counsel for EchoStar Communications
Corporation

David Sappington
Donald Stockdale
Bruno Pattan

Tracy Waldon
Alexander Belinfante
Tom Tycz

Doug Webbink
JoAnn Lucanik
Marilyn Simon
John Martin

Qualex International
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SOURCES FOR COMPETITIVE EFFECTS/NATIONAL
PRICING PRESENTATION ON JULY 2, 2002

Slide 8:

Source: DIRECTV Churn Tracker Survey, Data from August 2000, October 2000, and
November 2000 survey.

Slide 9:

Source: DIRECTV Churn Tracker Survey, January 2000-March 2002.
Slide 10:

Source: EchoStar Winback Tracker, August 2001-January 2002.
Slide 12:

Source: DIRECTV Customer Satisfaction Survey, January 2001-December 2001, and
EchoStar Lead Tracker Data, June 2001-November 19, 2001.

Slide 13:

Source: EchoStar Interrogatory Response Exhibit 6(i)

Slide 14:

Source: RadioShack Satellite Sales Process Document.

Slide 15:
Source: Number of cable subscribers from ncta.com, based on data from Nielsen Media

Research, downloaded June 21, 2002; Customer satisfaction comparison from annual
surveys by JD Powers and Associates (see, for example, Bates Number ESOO804280).

Slide 16:

Source: DIRECTV Customer Satisfaction Survey, January 2001-December 2001, and
Bates Number ES00225308.

Slides 18-19:

Source: Data on cable subscribers are from ncta.com for December 2001, downloaded
June 21, 2002; data on DBS subscribers for December 2001 are based on data in
EchoStar Interrogatory Response 3(b)(iii) and DIRECTV Interrogatory Response
3(b)(i)(4); data on subscribers to MMDS, OVS, and SMATYV are from the FCC’s Eighth

REDACTED -- FOR PUBLIC INSPECTION



Annual Cable Competition Report; data on C-band subscribers are from the SkyReport
for December 2001, downloaded June 21, 2002; data on TV households are from

ncta.com for February 2002; data on the number of people using antenna represent the
difference between the number of TV households and the number of MVPD subscribers;

data on ratings for the top six networks were obtained via allyourtv.com, downloaded
June 21, 2002.

Slide 21:

Source: Warren Communications, January 2000 and January 2002
Slide 22:

Source: Warren Communications, January 2000 and January 2002
Slides 24-60:

Source: Unless otherwise noted, the data used in Slides 24-60 are delineated on Slide 26.

Slide 32:

Source: DIRECTV Churn Tracker Survey, April 2001-March 2002.
Slide 33:

Source: EchoStar Interrogatory Response Exhibit 3(f)(i), and DIRECTYV Interrogatory
Response Exhibit 3(f)(i)

Slide 34:

Source: Federal Communication Commission, Report on Cable Industry Prices, In the
Matter of Implementation of Section 3 of the Cable Television Consumer Protection and
Competition Act of 1992, MM Docket No. 92-266 (Released April 4, 2002), at [ 4;
Warren Communications, January 2000, January 2001, and January 2002, and Warren
Communications Data by Design, 2001 and 2002.

Slide 35:

Source: Robert Sachs, Testimony Before Subcommittee on Antitrust, Business Rights, and
Competition, Commitiee on the Judiciary, United States Senate, April 4, 2001, pages 2-3;
Reply Comments of Comcast, In the Matter of Annual Assessment of the Status of
Competition in the Market for the Delivery of Video Programming, Notice of Inquiry, CS
Docket No. 99-230, (dated September 1, 1999), at 9; and Mark Smith, a spokesperson for
the National Cable and Telecommunications Association, quoted at
http://www.ilovehdtv.com/anniversary.html, downloaded June 21, 2002
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Slide 36:

Source: Comments of Circuit City, In the Matter of EchoStar Communication
Corporation, General Motors Corporation, and Hughes Electronics Corporation, CS
Docket No. 01-348, (dated February 4, 2002), at 5.

Slides 38-40:

Source: EchoStar Interrogatory Responses Exhibit N, 3(i), 3(i)(i), 3(j), and 3(k);
DIRECTYV Interrogatory Responses Exhibit 4(b), 3(i), and 3(j); lists of networks for each
EchoStar tier were obtained from
http://www.dishnetwork.com/content/programming/packages/index.shiml; lists of
networks for each DIRECTV tier were from DIRECTYV Interrogatory Response Exhibit
3(d)(i)(2) and http://www.directv.com/DTVAPP/learn/Packages_Comparison.jsp;
DIRECTV and EchoStar programming contracts; the average number of subscribers for
EchoStar was obtained from EchoStar Interrogatory Response Exhibit 4(e)(i); and the
average number of subscribers for DIRECTV was obtained from DIRECTV's subscriber
data.

Slides 41-42:

Source: See Sources for Slides 35-37; Morgan Stanley, “Broadband Cable Television,”
April 5, 2002, Exhibit 43; Deutsche Bank Securities, Inc. Report, “DBS Signals:
Undergoing a Renaissance of Growth,” May 8, 2002, page 75; and EchoStar
Interrogatory Response Exhibit 3(q)(i).

Slide 47:

Source: Berry, Steven T. “Estimating Discrete-Choice Models of Product
Differentiation.” RAND Journal of Economics, Vol. 25, No. 2, Summer 1994, pp. 242-
262.

Slide 50:

Source: Federal Communication Commission, Report on Cable Industry Prices, In the
Matter of Implementation of Section 3 of the Cable Television Consumer Protection and
Competition Act of 1992, MM Docket No. 92-266 (Released April 4, 2002), at ] 44;
Crawford, Gregory S. “The Impact of the 1992 Cable Act on Household Demand and
Welfare.” RAND Journal of Economics, Vol. 31, No. 3, Autumn 2000, pp. 422-449; and
Goolsbee, Austan and Petrin, Amil, “The Consumer Gains from Direct Broadcast
Satellites and the Competition with Cable TV,” Mimeo, February 2002.

Slide 56:
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Source: Declaration of Gregory Sidak In the Matter of EchoStar Communication
Corporation, General Motors Corporation, and Hughes Electronics Corporation, CS
Docket No. 01-348, (dated February 4, 2002), at { 57, quoting Salomon Smith Barney
Equity Research, DBS Industry Update, January 17, 2002 at 22; and Cox
Communications web site, available at http://www.cox.com/facts/myth5.asp

Slide 58:

Source: Forrester Research Benchmark Survey, January 2002; DIRECTV Churn Tracker
Survey, January 2001-March 2002; and 2001 DIRECTV monthly billing data for
customers who were surveyed as part of the Churn Tracker Survey.

Slide 59:

Source: Cox Communications quotes are from Jane Black, “Why Cox Is Leading Cable’s
Comeback,” Business Week Online, February 14, 2001, quoting Frank Loomans, Cox
Communications’ Vice President for Finance and Cox Communications Press Release,
“Cox Communications Announces One Million ‘Bundled’ Customers,” November 26,
2001, quoting Joe Rooney, Cox Communications’ Vice President for Marketing,
available at http://www.cox.com/PressRoom/Default.asp?LocalSys=

Slide 65:

Source: EchoStar Interrogatory Response Exhibit 6(i). Estimates of EchoStar subscriber
counts were derived from data supplied in EchoStar Interrogatory Response Exhibit
3(b)(iii) and 3(r)(iii).

Slide 67:
Source: FCC, Eighth Annual Cable Competition Report; MediaPrints Block Group File,
received April 18, 2002; Geolytics Data, received February 26, 2002; April 2000 Census

Household Data by State, downloaded March 5, 2002
http://factfinder.census.gov/home/en/sf1.html

Slides 68-69:
Source: Nielsen Media Research data for zip codes by DMA, received January 18, 2002;
MediaPrints Zip Code File, received April 18, 2002, and U.S. Census Zip Code

Tabulation Areas (ZCTAs) demographic data, downloaded April 15, 2002,
http://www.census.gov/geo/www/gazetteer/places2k.html

Slides 70-71:

Source: Nielsen Media Research data for zip codes by DMA, received January 18, 2002;
U.S. Census Zip Code Tabulation Areas (ZCTAs) demographic data, downloaded April
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15, 2002, http://www.census.gov/geo/www/gazetteer/places2k.html; and TV Program
Listing Locator available at http://www.zapZ2it.com, utilized on April 9, 2002.

Slide 72:

Source: DIRECTV Churn Tracker Survey, July 1999-March 2002; Nielsen Media
Research data for zip codes by DMA, received January 18, 2002; and MediaPrints Zip
Code File, received April 18, 2002.

Slide 74:

Source: “Carolinas region” defined by Dr. Paul MacAvoy in his FCC declaration (dated
February 1, 2002); List of DIRECTYV Retailers, received February 11, 2002; Nielsen
Media Research data for zip codes by DMA, received January 18, 2002; and
MediaPrints Zip Code File, received April 18, 2002

Slide 75:

Source: FCC, Eighth Annual Cable Competition Report; MediaPrints Zip Code File,
received April 18, 2002; Nielsen Media Research data for zip codes by DMA, received
January 18, 2002; U.S. Census Zip Code Tabulation Areas (ZCTAs) demographic data,
downloaded April 15, 2002, http://www.census.gov/geo/www/gazetteer/places2k.html;
List of DIRECTV Retailers, received February 11, 2002; and Scribble Software Program
“Zip Batch 2002 custom built for NERA and delivered on April 24, 2002.

Slides 76-78:

Source: NERA Survey of DIRECTV and EchoStar independent retailers; List of
DIRECTYV independent retailers derived from list of DIRECTV Retailers, received
February 11, 2002; List of EchoStar independent retailers derived from list of EchoStar
retailers and EchoStar Responses to Interrogatory 1(a) and FCC Request III(A).

Slides 80-81:

Source: EchoStar Monthly Commission Payments, received April 18, 2002; MediaPrints
Zip Code File, received April 18, 2002; and list of zip codes served by NRTC received
January 30, 2002.

Slides 82-83:

Source: EchoStar Retailer Equipment Prices, received April 9, 2002; List of EchoStar
independent retailers derived from list of EchoStar retailers and EchoStar Responses to
Interrogatory 1(a) and FCC Request 11I(A); MediaPrints Zip Code File, received April
18, 2002; List of zip codes served by NRTC received January 30, 2002; and list of
EchoStar part numbers and descriptions received March 20, 2002.
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