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Mr. Chairman and Members of the Subcommittee, thank you for the opportunity to testify before
you today on behalf of the National Telecommunications and Information Administration (NTIA)
regarding the transition to digital television (DTV) and NTIA’s implementation of the TV Converter
Box Coupon Program (Coupon Program). Educating Americans about their options when full-power
television stations cease analog broadcasting on February 17, 2009, and administering an efficient
and consumer friendly Coupon Program have been top priorities for NTIA over the past eight and
one-half months. NTIA has already served millions of Americans who have requested, received, and
redeemed coupons with the purchase of a coupon-eligible converter box (CECB) from among the
Program’s participating retailers, and we are well poised to assist millions more. With 154 days to
go until the DTV switch occurs, the significant progress NTIA has made in meeting the Coupon
Program’s objectives is matched only by our determination to ensure that as many consumers as
possible are aware and prepared for the DTV transition, and that NTIA is able to maximize
opportunities for households to participate in the Coupon Program.

My testimony today will focus chiefly on the status of activities and consumer education efforts of
NTIA’s Coupon Program; the experience gained by the September 8, 2008, DTV switch in
Wilmington, North Carolina; and the actions taken by, and in process, at NTIA to maximize
opportunities for over-the-air households to participate in the Coupon Program.

Coupon Program Activity

As you know, Title 111 of the Deficit Reduction Act of 2005, known as the“Digital Television
Transition and Public Safety Act of 2005” (the Act), directs the Federal Communications Commission
(FCC) to require full-power television stations to cease analog broadcasting on February 17, 2009.
The Act directs NTIA to implement and administer the Digital-to-Analog Converter Box Coupon for
the purpose of assisting consumers who opt to keep their existing analog TV’s working to view over-
the-air broadcasts using a converter box.

As required by the Act, the Assistant Secretary of Commerce for Communications and Information
must ensure that requesting households receive a maximum of two $40 coupons, via U.S. mail,
each to be applied toward the purchase of a digital-to-analog converter box. The Act authorizes
NTIA to use up to $990 million to carry out the program, including up to $100 million for expenses
incurred for program administration, of which $5 million may be used for consumer education. It
also authorizes an additional $510 million in funding to be available upon 60 days advance notice to
Congress, $60 million of which may be used for program administration expenses.

Leading up to the launch of the TV Converter Box Coupon Program on January 1, 2008, NTIA
undertook extensive preparations beginning with a comprehensive rulemaking proceeding and
Request for Proposal (RFP). Through a competitive procurement process, NTIA selected IBM to
develop fully operational systems for the application, processing, distribution, and redemption of
coupons; and to certify retailers for participation in the program. Working with the FCC, NTIA
established a procedure to test and certify coupon-eligible convert boxes (CECBs). The Contract



with IBM has all of the elements necessary for a fully operational and well-functioning program
through its conclusion, including the ability to scale the Program as needed to maximize customer
participation. Simply stated, the implementation of this Program is without precedent and has
presented unique opportunities and challenges along with way. The effectiveness of our efforts in
this planning phase, | submit, can be best measured by the results of the Program’s
implementation.

Coupons Requests, Issuance, and Redemptions

Since January 1, 2008, the Coupon Program has received requests from 14,215,538 households for
26,686,001 coupons through September 10, 2008. This is equivalent to 105,892 average household
requests for each of the 260 days the Coupon Program has been operational. Over the past 30
days, the average daily household request rate was slightly higher, at 111,577 average requests,
consistent with a trend of slight increases in request rates experienced by the Program over the
course of the past few months.

NTIA began processing requests for coupons from OTA households using contingent funds on
August 1, 2008, while continuing to process coupon requests from other eligible households from
recycled base funds that become available when unredeemed coupons expire. NTIA received the
$510 million in contingent funds on June 25, 2008, subsequent to our April 25, 2008, notification to
the House Energy and Commerce Committee and the Senate Commerce, Science and
Transportation Committee. Based on the number of redeemed coupons and coupons that are still
active and have not reached the end of their 90-day expiration, 74 percent of the $890 million in
initial funding has been committed, and 21 percent of the $450 million in contingent funding has
been committed as of September 10, 2008.

Applications for coupons have been received primarily through the Coupon Program website at
www.DTV2009.gov (56.9 percent), and our toll-free telephone number, 1-888-DTV-2009 (40.6
percent); a much smaller percentage of coupon applications (2.5 percent) has been received by fax
and by mail. Consumers can expect that coupons will be issued and mailed within 10 to 15 business
days from the date in which a coupon application is received. Consumers are able to check on the
status of their coupon application on the Program’s web page —
https://www.dtv2009.gov/CheckStatus.aspx. NTIA continues to work closely with our contractor,
IBM, to ensure that coupon requests are processed in a timely fashion. NTIA is in the process of
streamlining its phone system to facilitate consumer coupon requests through its Interactive Voice
Response (IVR) and to refer consumer questions to appropriate third parties, such as the FCC and
local television stations.

In addition to the high volume of applications, the appeal of the Coupon Program to consumers is
demonstrated by the rate of coupon redemptions. Through September 10, 2008, more than 10
million coupons have been redeemed, an overall redemption rate of 49 percent for coupons that
have reached the end of the 90-day expiration period. For OTA households, the redemption rate is
even higher; 55.4 percent of the coupons that have reached the end of the 90-day expiration period
have been redeemed. Since June 2008, NTIA has posted online a Weekly Redemption Report for
easy access by retailers, converter box manufacturers, and the public that presents data on overall
weekly coupon redemption rates and a breakdown of coupon redemption rates by OTA households.
(https://www.ntiadtv.gov/docs/WeeklyRedemptionsReport.pdf)

Using the estimate of the Consumer Electronics Association that 60 percent of OTA households are
potential purchasers of converter boxes, and of the Nielsen Company that there were 14 million OTA
households on January 1, 2008, NTIA has estimated that 79 percent of this target audience — TV
households who rely on television with an antenna and expected to purchase a converter box —
have already requested coupons as of September 1, 2008. Further, our analysis confirms that
Coupon Program participation by OTA households is on track in 187 of the country’s 210 Designated
Market Areas (DMAs). Based on our analysis, NTIA is developing and will implement specific
outreach plans in the 23 DMAs where participation rates seem to be lower than average. Appendix A
of this testimony provides a listing of Coupon Program participation rates of OTA households in each
of the nation’s 210 television markets.
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Coupon-Eligible Converter Boxes and Participating Retailers

A critical factor in the Coupon Program’s progress has been the voluntary participation of converter
box manufacturers and retailers. NTIA is extremely gratified that we have been able to certify 156
CECBs submitted for testing and certification by manufacturers through September 10, 2008. Each
of these converter boxes was designed for the statutory purpose of enabling a consumer to view
digital signals on analog television sets.

NTIA continues to certify boxes and is expediting those that have the capability to pass-through
analog signals that will continue to be transmitted by many low power television and translator
stations after February 17, 2009. As of September 10, 2008, NTIA has certified 82 CECBs with an
analog pass-through capability. We appreciate the responsiveness of manufacturers — such as RCA,
Craig, Philco, Magnavox, Memorex, and Zenith, among others — to serve consumers’ needs for this
simple solution to view both digital and analog signals on analog television sets.

From the nation’s largest consumer electronics retailers — Best Buy, Circuit City, Radio Shack,
Sears, Target, and Walmart — to the hundreds of regional chains and smaller firms, we are likewise
pleased that retailers have made converter boxes widely available. Through September 10, 2008,
2,340 retailers are participating in the Coupon Program, with over 29,000 retail outlets nationwide,
including locations in all 50 states, all DMAs, as well as Guam, Puerto Rico, and the U.S. Virgin
Islands. Among these are 35 retailers redeeming coupons online, and 13 retailers that will redeem
coupons by phone. We are pleased that Amazon.com and Office Depot are the latest to join the
ranks of the Coupon Program’s participating retailers.

To achieve the status as a “participating retailer” in the Coupon Program, retailers must certify that
their employees are trained, that stores have an inventory of converter boxes, and that their
systems are prepared to redeem coupons. Working with IBM, NTIA has made employee training
materials available to participating retailers so that they are able to answer consumers’ questions
about converter boxes and coupon use. To better support the management of CECB inventory, NTIA
makes available coupon request data 6 to retailers on a per state basis, as well as by 3-digit and 5-
digit zip code. The cooperation of retailers and box manufacturers alike have greatly contributed to
consumers’ satisfaction with the Coupon Program, and NTIA is truly grateful for their partnership.

Consumer Education

Educating consumers about the DTV transition and the converter box coupon option has been an
integral part of NTIA’s Coupon Program. Our efforts have focused on raising awareness among
households disproportionately reliant on OTA broadcasting for their television services, namely
seniors, minorities, the disabled, low-income, and rural households. NTIA’s messaging encourages
these and other OTA households to know their options and, if the converter box is their preferred
option for making the transition, to request a coupon and purchase a converter box now rather than
delay and contend with a possible rush for boxes closer to the transition date. Consumers should
plan at least six weeks in advance to “apply, buy and try” — that is, “apply” for their coupons, “buy”
their preferred converter box and “try” it to make sure they can receive their favorite channels — to
be ready well in advance of February 17, 2009. As a practical matter, consumers should request
coupons now to ensure a smooth transition and begin enjoying digital television service.

A recent national survey sponsored by the National Association of Broadcasters (NAB) shows that
knowledge about the DTV transition is nearly universal. In a telephone survey of 21,436
households, conducted between the end of March and mid- May, 2008, 90 percent of respondents
said they were aware of the February 17, 2009, DTV transition, up from 83 percent in a January
2008 NAB survey. These results reflect the success of the nationwide public education campaigns
undertaken by the broadcasting and cable industries, as well as our own public education efforts
and those of the 300 Federal, national, regional, and local organizations that have partnered with
NTIA to arm consumers with the information they need to be prepared on February 17, 2009. 7

NTIA’s Outreach and Partnerships



For its part, NTIA participates in meetings, conferences, and other fora on an ongoing basis, often
with one or more of our partners to educate audiences about the DTV transition and the Coupon
Program. For example, in recent months, NTIA attended events held by the American Council on the
Blind, the Community Action Partnership of Chicago, Self-Help for the Elderly of San Francisco, and
the General Federation of Women’s Clubs. We have jointly hosted and participated in coupon
application completion events with organizations such as SeniorSource in Dallas/Ft. Worth, Texas;
the Maryland Department of General Services in Baltimore, Maryland; JobStarts in Englewood,
California; and KNME-PBS in Albuguerque, New Mexico.

NTIA’s consumer education efforts do not begin and end with Coupon Program staff. Rather,
members of my staff and I, along with others in the Department of Commerce have participated in
numerous events, including town hall meetings convened in the districts of members of Congress,
such as Chairman Dingell, Rep. John Shimkus of lllinois, Rep. Mike Mclntyre of Wilmington, North
Carolina, and Rep. Ciro Rodriguez of Texas. As you know, Commerce Secretary Carlos Gutierrez has
likewise been extremely active in helping educate Americans about the DTV transition and the
Coupon Program. He continues to conduct media interviews in both Spanish and English, and
speaks to audiences throughout the country to help raise public awareness. Most recently, Secretary
Gutierrez participated in a public education event held at a Circuit City retail store in Atlanta,
accompanied by Georgia Governor Sonny Perdue.

As | noted earlier, NTIA analyzed Coupon Program participation by DMA, enabling us to better
target consumer education efforts and reach out to media in markets with high rates of OTA
households and/or key demographic populations. For example, in July and August 2008, NTIA staff
conducted 117 media interviews, including outlets such as The Maui News (Honolulu, HI), Eureka
Reporter (Eureka, CA), KBBIAM/ KDLL-FM (Anchorage, AK), Star News (Wilmington, NC), AARP
Bulletin (seniors), Sister 2 Sister (African American magazine), KOVR-TV (Sacramento, CA), KBOW-
AM (Butte-Bozeman, MT), and Alaska Public Radio. 8 Working with the communications firm,
Ketchum, NTIA continues to track media impressions regarding the DTV transition and the Coupon
Program. The following chart shows the cumulative number of print circulation, online unique visits,
and broadcast impressive from September 10, 2007, through August 31, 2008.

period Print ; O_nl_ine Unique Broadcast
Circulation Visits Impressions
As of January 31, 2008 55,287,903 790,968,896 61,930,084
As of February 29, 2008 86,704,470 1,461,800,861 (77,976,320
As of March 31, 2008 101,948,865 |1,831,462,304 97,279,716
As of April 30, 2008 133,133,069 |2,475,646,251 |133,325,921
As of May 31, 2008 149,212,817 |2,738,704,788 |176,597,506
As of June 30, 2008 162,552,550 |2,951,814,191 |242,916,367
As of July 31, 2008 183,117,820 |3,097,501,422 |292,567,681
As of August 31, 2008 197,260,220 |3,285,822,971 332,884,358

NTIA is now working with over 24 Federal departments and agencies with direct communications to
vulnerable populations, such as the U.S. Department of Agriculture, the Department of Health and
Human Services’ Administration on Aging, and the Department of Veterans Affairs. More recently,
the Office of Management and Budget, the Office of Science and Technology Policy, NTIA, and the
FCC, spearheaded an interagency Federal DTV Awareness meeting, convened on September 12,
2009, to expand the number of Federal partners that can utilize direct communications with the
public to raise awareness of the DTV transition and the Coupon Program.

Statutory Flexibility to Expand Consumer Education

NTIA appreciates the flexibility provided by the “DTV Transition Assistance Act” (Pub. L. 110-295)
(Assistance Act), signed into law by President Bush on July 30, 2008, which will provide an
additional mechanism to expand our public education efforts. As you know, there are two key



provisions of the Assistance Act: 1) enabling NTIA to more immediately begin providing grant
support for the digital upgrade of low power television and translator stations; and 2) authorizing
NTIA to utilize surplus funds in the Low Power Television and Translator Station Conversion Program
(providing grant support to low power 9 television and translator stations for the purchase a digital-
to-analog conversion device) for purposes of consumer education and technical assistance related to
the DTV transition and the Coupon Program.

Pursuant to the Assistance Act, NTIA issued a notice on August 28, 2008, confirming a
determination that only $3.5 million of the full funding amount for the Conversion Program ($8
million) would be necessary. This allows for $4.5 million of these funds to become available for
consumer education and technical assistance related to the DTV transition and the Coupon Program.
This determination was based on the number of potential eligible Conversion Program applicants,
the number of grant applications received through July 31, 2008, and the number of facilities
receiving authorization from the FCC to upgrade to digital transmission via flash-cut.

We have already received expressions of interest, and encourage the submission of other proposals,
to provide consumer education and technical assistance as provided for in the Assistance Act. NTIA
will act as expeditiously as possible to formalize agreements for these purposes.

Wilmington DTV Transition Test Pilot

Leveraging the awareness-building activities of the variety of partners that participated in the
Wilmington DTV transition test pilot on September 8, 2008, not only contributed to Wilmington’s
success, but it also demonstrates early preparation and mobilizing of existing assets by
communities can help ensure that their citizens experience a smooth transition to digital television.

I commend the people of Wilmington and the many Wilmington area volunteers and community
leaders, television broadcasters, and participating retailers, as well as the FCC, and all other
involved stakeholders for their efforts to ensure that Wilmington households were prepared and that
the test pilot was a success.

Among the steps taken in Wilmington contributing to this success, broadcasters were nimble in
modifying their messaging to increase awareness of the early transition date and reduce confusion
among Wilmington consumers about their need to act early. 10 The minute-long test run by
Wilmington broadcasters in advance of the September 8 switch also proved to be a useful way to
help consumers pinpoint whether they really needed a converter box. The consumer electronics
industry and box manufacturers also stepped up to support this effort to make converter boxes
widely available in stores to meet high demand. | especially appreciate their willingness to donate
boxes to nursing homes and troubleshooting advice for consumers. Local firefighters and community
groups provided helpful technical assistance to households, including converter box installation for
the more vulnerable among Wilmington’s citizens.

The Wilmington test pilot was an important opportunity for NTIA to gauge consumer awareness and
participation in the Coupon Program. Through September 7, NTIA received requests for more than
69,000 coupons from 37,500 households in the Wilmington DMA, 47 percent of which were from
OTA households. Of the coupons issued and mailed, over 28,000 were redeemed as of September
7. We were pleased with the strong response for coupons from Wilmington households; requests for
coupons increased 300 percent since the May 8, 2008, FCC announcement of the test pilot. Strong
and steady demand for coupons and boxes over the past four months stemmed a rush in the final
days leading up to the September 8 switch.

The primary lesson NTIA gained from Wilmington is that we must emphasize to an even greater
extent the need for consumers that rely on OTA broadcasts for viewing on analog television sets to
apply for a coupon and purchase a converter box well in advance of the transition date. It is
essential that consumers are aware that it will take several weeks to make adequate preparations —
to apply for and receive a coupon, and to purchase and install a converter box — to ensure that all of
the analog televisions in their household are prepared when the transition occurs.

Responding to Coupon Program Challenges



Rulemaking on Nursing Home and Post Office Box Program Eligibility

In a Notice of Proposed Rulemaking (NPRM) released on April 24, 2008, NTIA proposed to waive the
“eligible household” and application requirements in Section 301.3(a) 11 and Section 301.3(e) of its
Final Rule for individuals residing in nursing homes or other senior-care facilities, subject to
alternative application requirements specified therein. NTIA also proposed to permit an otherwise
eligible household that utilizes a post office box for mail receipt to apply for and receive coupons
subject to providing satisfactory proof of physical residence as specified in the proposed rule. The
period for public comment on the NPRM closed on June 9, 2008. NTIA was pleased to receive a total
of 44 comments in response to the NPRM, many with thoughtful commentary and suggestions on
our proposals to expand the eligibility of the Coupon Program and make it as inclusive as possible.
NTIA has been working as quickly as possible to complete this rulemaking. We anticipate that a final
rule will be released later this month.

Coupon Reissuance

NTIA has been extremely sensitive to concerns, questions, and requests made for the reissuance of
coupons to households that did not, or were unable to, redeem previously requested coupons prior
to their expiration date. However, we do not believe the Act provides clear authority for NTIA to
issue any additional coupons to households that have already requested and received coupons, even
if the coupons were not redeemed in advance of their expiration.

We also do not believe that making such a change to the Program at this time is advisable. The
reissuance of coupons would necessitate, we believe, the undertaking and completion of numerous
additional actions. The added — and potentially substantial — costs and delays that would accompany
each of these actions could jeopardize the Program’s ability to achieve its core mission of facilitating
a smooth DTV transition.

For example, such a change would require a rulemaking proceeding, similar to NTIA’s pending
proposed rule amending the eligibility of individuals residing in nursing homes as discussed above.
Such a rulemaking, even if conducted on an expedited basis, would not likely be completed before
early 2009. A change would also impact NTIA’s current contract with IBM to administer the Coupon
Program, requiring revision in the operational systems and procedures of the Program. Likewise
changes would be needed to 12 materials currently utilized in Program administration (e.g., online,
phone and paper application forms and processes) and consumer education.

Moreover, such a change could seriously compromise NTIA’s emphasis on the need for prompt
action by consumers to apply for and redeem their coupons, and could cause a last-minute rush on
— and potential product shortages of — converter boxes in the latest stages of the DTV transition.
Finally, it would be unfair to consumers who redeemed coupons in a timely manner, consistent with
the statutory 90-day expiration deadline requirement and existing Coupon Program regulations.

Maximizing Coupon Distribution

As you know, the Act authorizes a total of $1.34 billion for the Coupon Program from both the base
($890 million) and contingent ($450 million) funding levels, an amount sufficient to cover the value
of up to 33.5 million redeemed coupons. The remaining $160 million from both base and contingent
funding is authorized for administrative expenses which includes, but is not limited to, those costs
associated with the distribution and processing (i.e., not the underlying value) of each coupon.

As noted earlier, the Coupon Program is receiving over 105,000 average daily requests from
households for coupons, and the overall coupon redemption rate currently stands at just under 50
percent. Assuming that consumer requests for coupons will increase as the February 17, 2009,
transition dates nears, and that the redemption rate remains constant, NTIA could distribute more
than 50 million coupons in total over the life of the Program. Without legislation providing NTIA with
greater flexibility to cover its administrative expenses, NTIA will be unable to fully meet this
consumer demand and costs associated with expected changes to the Program.



On September 11, 2008, the Department of Commerce submitted to Congress draft legislation that
would provide NTIA with the statutory flexibility, if needed, to use available balances in certain
Digital Television Transition and Public Safety programs to cover administrative expenses of the
Coupon Program above the authorized $160 million. The proposal would enable NTIA to continue
coupon distribution to requesting eligible American 13 households in the event that coupon demand
exceeds the level of administrative resources presently authorized for the Coupon Program while
still ensuring that overall program costs do not exceed $1.5 billion as established in the Act. Under
the draft legislation, $7 million would be available upon enactment and additional funds as needed
would be available upon approval of the Office of Management and Budget (OMB) Director and upon
15-day notice to the House Committee on Energy and Commerce and the Senate Committee on
Commerce, Science and Transportation.

Waste, Fraud, and Abuse

NTIA remains vigilant in monitoring operations for waste, fraud, and abuse across all components of
the Coupon Program. The agency meets regularly with the Department of Commerce Inspector
General, the Government Accountability Office, and Department of Commerce auditors to monitor
all aspects of the Coupon Program from household requests for coupons to retailer payment for
coupon redemptions.

Working with IBM, NTIA has developed a comprehensive and rigorous approach to deterring and
detecting waste, fraud and abuse in the Program. In terms of retailer certification, participation and
payment, NTIA has protections in place to minimize opportunities for inappropriate retailer
behavior.

To date, no egregious instances of waste, fraud, and abuse have been discovered in the Coupon
Program. However, several retailers have been decertified for a variety of violations of program
rules. In these cases, NTIA has also taken swift action to the extent possible to ensure that retailers
remedy any adverse effects suffered by consumers. While the number of decertified retailers is a
very small percentage of the total number of certified retailers, NTIA remains committed to taking
switch action to avoid any and all waste, fraud, and abuse in the Program.

We are also ensuring that no more than two coupons are sent to each U.S. household, as specified
in the Act, and that consumers are unable to use the $40 coupon to purchase ineligible products. To
protect consumers we have just issued a “consumer checklist,” helping them navigate the Coupon
Program. We have also worked with the Federal Trade 14 Commission and the FCC on a tip-sheet to
arm consumers with the information they need to make decisions right for their household.

Preparedness for a Surge

NTIA is aware of the potential for a surge in coupon applications as the February 17, 2009,
transition date draws closer. Although the coupon application rate has spiked only rarely over the
past eight and one-half months, we recognize that consumer education will intensify in the coming
months and that coupon applications could reach more consistently high levels than has been our
experience to date. NTIA has designed and administered the Coupon Program in a manner that
strives to assure that no Americans lose their television service as a result of the DTV transition.
This commitment underlies the Program regulations, as well as NTIA’s proposal to expand coupon
eligibility to residents of nursing homes and citizens that utilize a post office box for receipt of mail
included in our Notice of Proposed Rulemaking.

To the extent that a surge in coupon applications occurs in the days and weeks leading up to the
transition date, NTIA will continue to work closely with IBM to ensure that such an increase in
applications does not result in an onerous backlog that could compromise the timely distribution of
coupons.

Again, this underscores the emphasis of the Coupon Program’s key consumer education messaging
that consumers should act now to apply for coupons and to redeem them at a participating retailer
as soon as possible after their receipt. As noted above, our experience in Wilmington confirms that



encouraging people to act now will help avoid lengthy periods of extremely high volumes of coupon
requests as the Program draws to an end.

In conclusion, | want to thank the Committee for the opportunity to testify before you today. | will
be happy to answer your questions.



