United States Government Accountability Office

GAO

Report to the Chairman, Committee on
Commerce, Science, and
Transportation, U.S. Senate

June 2014

MEDIA OWNERSHIP

FCC Should Review
the Effects of
Broadcaster
Agreements on Its
Media Policy Goals

GAO-14-558



GAO
Highlights

Highlights of GAO-14-558, a report to the
Chairman, Committee on Commerce, Science,
and Transportation, U.S. Senate

Why GAO Did This Study

Local television stations play an
important role in educating,
entertaining, and informing the citizens
they serve. FCC limits the number of
television stations an entity can own or
control to advance its media policy
goals of competition, localism, and
diversity. Competing television stations
are entering into agreements to share
or outsource services, and some
policymakers are concerned about the
effects of these agreements on
competition and programming.

GAO was asked to review issues
related to broadcaster agreements.
This report examines (1) the uses and
prevalence of broadcaster agreements;
(2) stakeholders’ views on the effects
of broadcaster agreements; and (3) the
extent, if at all, that FCC has regulated
these agreements.

To address these objectives, GAO
reviewed relevant FCC proceedings;
conducted a literature review;
interviewed officials from FCC,
industry, and consumer associations;
and conducted nongeneralizable case
studies in 6 markets (3 with
agreements and 3 without) selected
from small and medium-sized markets.

What GAO Recommends

FCC should determine whether it
needs to collect additional data to
understand the prevalence and context
of broadcast agreements and whether
broadcaster agreements affect its
media policy goals of competition,
localism, and diversity. FCC agreed
with the recommendation and noted
that it has taken initial steps to address
the recommendation, including
proposing disclosure of sharing
agreements.

View GAO-14-558. For more information,
contact Mark L. Goldstein at (202) 512-2834
or goldsteinm@gao.gov.

MEDIA OWNERSHIP

FCC Should Review the Effects of Broadcaster
Agreements on Its Media Policy Goals

What GAO Found

Local television stations use broadcaster agreements to share services with one
another, but data are limited on the prevalence of these agreements. Stations
use agreements to share or outsource a range of services, such as selling
advertising time and producing local news. Agreements are referred to by a
variety of names and two—joint sales agreements and local marketing
agreements—have regulatory definitions; other types of agreements have
commonly been referred to as shared service agreements or local news service
agreements. Stations may participate in more than one type of agreement.
Federal Communications Commission (FCC) officials and industry
representatives could not identify a central data source that tracks all broadcaster
agreements. Station owners and financial analysts said that agreements are
more prevalent in small markets because they have lower advertising revenues
than large markets. Further, FCC officials and stakeholders said that agreements
are becoming more prevalent, and stakeholders stated that economic factors,
including declining advertising revenues, drive the use of agreements.

Stakeholders expressed mixed views on the effects of broadcaster agreements.
Consumer groups raised concerns that agreements in which stations share news
resources can lead to duplicative content in local newscasts. Station owners
counter that the agreements are needed to allow some stations to continue
providing news and allow other stations that previously did not provide news to
begin doing so. In addition, some agreements include provisions that allow
stations to jointly negotiate for their signals to be carried by cable and satellite
providers. Cable and satellite providers argue that these agreements increase
stations’ negotiating leverage and thereby contribute to higher prices for cable
and satellite service. In contrast, station owners counter that these concerns are
overstated. Comprehensive data are not available to evaluate this issue,
because the negotiations are subject to nondisclosure agreements, and there is
no data source identifying which stations participate in agreements.

FCC evaluates broadcaster agreements that occur in the context of a merger or
acquisition, but it has not collected data or completed a review to understand the
use and effects of broadcaster agreements. FCC'’s recent regulatory approach
has been to evaluate broadcaster agreements that occur as part of a merger or
acquisition and to propose specific remedies as needed. To promote its media
policy goals of competition, localism, and diversity, FCC established media
ownership rules that limit the number of stations an entity can own or control in a
local market. Station owners and consumer groups said that broadcaster
agreements are used in situations where common ownership of stations is
prohibited by FCC’s media ownership rules. FCC has stated that it is unable to
determine the extent to which broadcaster agreements affect its policy goals and
media ownership rules. Specifically, FCC does not collect data and has not
completed a review on the prevalence of agreements, how they are used, or their
effects on its policy goals and media ownership rules. Yet federal standards for
internal control note the importance of agencies’ having information that may
affect their goals. Without data and a fact-based analysis of how agreements are
used, FCC cannot ensure that its current and future policies on broadcaster
agreements serve the public interest.
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GA@ U.S. GOVERNMENT ACCOUNTABILITY OFFICE

441 G St. N.W.
Washington, DC 20548

June 27, 2014

The Honorable John D. Rockefeller IV

Chairman

Committee on Commerce, Science, and Transportation
United States Senate

Dear Mr. Chairman:

Local television stations play an important role in educating, entertaining,
and informing the citizens they serve. Congress and the Federal
Communications Commission (FCC) have recognized the importance of
this role by allowing local television stations to use the public airwaves to
broadcast their signals, and by giving stations specific rights with respect
to carriage of their broadcast signals on cable, satellite, and other
subscription video services. In return, Congress and FCC have
established certain obligations for local television stations, such as
requiring that stations operate in the public interest. The laws and
regulations outlining how local television stations should serve the public
interest have evolved over time and become less prescriptive. However,
three long-standing policy goals have guided FCC'’s regulation of stations:
competition, localism, and diversity. To advance these policy goals,
Congress empowered FCC, and FCC has implemented broadcast
ownership rules that limit the number of stations an entity can own or
control locally and nationally. Since these rules were established, the
media landscape has evolved, resulting in the proliferation of cable
networks and Internet outlets, to provide citizens a broader array of
content than was once the case. This increase in media competition has
presented economic challenges for local television stations. In some
cases, stations have entered into broadcaster agreements that allow
them to share resources with other stations or contract out certain
services. However, some policymakers and public interest groups have
expressed concerns that such agreements allow competing stations to
collaborate, avoid FCC’s media ownership limits, and could negatively
affect FCC’s policy goals of competition, localism, and diversity.

You asked us to review issues related to the use of broadcaster
agreements. This report reviews (1) what is known about the uses and
prevalence of broadcaster agreements; (2) stakeholders’ views on the
effects of broadcaster agreements on programming and the subscription
video industry; and (3) the extent, if at all, that FCC has regulated these
agreements.
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To address these objectives, we conducted a literature review that
included relevant FCC regulations and rulemakings, prior GAO reports,
academic studies, industry and advocacy reports, and media articles. We
verified information from the literature review through interviews with FCC
and Department of Justice (DOJ) officials. We also interviewed a variety
of stakeholders that included: representatives of broadcast networks;
local television station owners; cable, satellite, and other subscription
video service providers; trade associations; labor groups; consumer
groups; financial analysts; and other individuals with knowledge of the
broadcast industry. We selected local television station owners and
subscription video service providers that filed comments in FCC’s 2010
media ownership proceeding and that varied in the number of stations
they owned or the number of subscribers they served, respectively; we
selected other stakeholders by reviewing prior GAO reports, academic
studies, and comments filed in FCC media-ownership and related
proceedings, and through recommendations from other interviewees.

To assess how broadcaster agreements are used in the television
industry, we conducted nongeneralizable case studies of six markets
(three in which local stations used broadcaster agreements and three in
which they did not) to understand how agreements were used in specific
markets and obtain the perspective of the various station owners in those
markets; we selected the case study markets from small and medium-
sized markets." To assess what is known about the prevalence of
broadcaster agreements, we interviewed stakeholders about the
comprehensiveness of data collected by FCC, private-sector, public-
interest, and academic sources on the number of broadcaster
agreements nationwide. In addition, we acquired data from BIA/Kelsey, a
market-research firm, to assess the prevalence of certain types of
agreements, the stations involved in the agreements, and the size of the
markets served by the stations. We tested the reliability of BIA’s data by
reviewing stakeholder opinions on the reliability and accuracy of the data,
reviewing existing information about the data, and obtaining information

"The three markets that we selected that had a broadcaster agreement were Casper-
Riverton, Wyoming; Topeka, Kansas; and Paducah, Kentucky. The three markets we
selected that did not have a broadcaster agreement were Mankato, Minnesota; Columbia-
Jefferson City, Missouri; and Madison, Wisconsin. During interviews with station owners in
the Madison, Wisconsin, market, we learned of a broadcaster agreement in that market.
However, as our case studies were selected as illustrative examples only, the presence of
such an agreement does not pose a methodological limitation to our review.
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Background

from BIA officials about how they collect the data; we found the data
sufficiently reliable for our purposes.

To determine stakeholders’ views on the effects of broadcaster
agreements on programming and the subscription video industry, we
reviewed FCC dockets and interviewed representatives of broadcast
networks; local television station owners; cable, satellite, and other
subscription video service providers; trade associations; labor groups;
consumer groups; financial analysts; and other individuals with
knowledge of the broadcast industry to collect their arguments and any
supporting studies and data on the effects of broadcaster agreements. To
determine the extent to which FCC has regulated broadcaster
agreements, we reviewed relevant FCC dockets and rulings and
interviewed FCC officials. See appendix | for more information about our
scope and methodology.

We conducted this performance audit from July 2013 to June 2014 in
accordance with generally accepted government auditing standards.
Those standards require that we plan and perform the audit to obtain
sufficient, appropriate evidence to provide a reasonable basis for our
findings and conclusions based on our audit objectives. We believe that
the evidence obtained provides a reasonable basis for our findings and
conclusions based on our audit objectives.

Television Broadcast
Industry

Typically, households receive television programming through over-the-
air broadcasts or a subscription video service. Broadcast television
provides free over-the-air programming to the public through local
television stations; according to FCC, almost 10 percent of households
exclusively rely on over-the-air television. In contrast, consumers pay fees
to video providers, including cable operators, satellite providers, or
telecommunications companies—collectively referred to as multichannel
video programming distributors (MVPD)—for subscription video service
that includes local television stations as well as cable networks, such as
CNN and ESPN. Television broadcast stations are licensed by FCC and
are permitted to transmit a video broadcast signal on a specific radio
frequency in a particular area and at a particular strength.

Television stations produce, acquire, and distribute programming. Some
stations are owned by or affiliated with one of the four major broadcast
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networks (ABC, CBS, FOX, and NBC). If a local station is owned and
operated by a network, it is referred to as an “owned and operated”
station; if it is independently owned but affiliated with the network, it is
referred to as an affiliate station. Owned and operated and affiliated
stations carry network programming and network-inserted advertisements
during specific time periods. For example, a station that is affiliated with
FOX has an agreement with the network that allows it to show FOX
programs at particular times of the day. Aside from the network-furnished
programming, including prime time shows, afternoon soap operas,
national news programs, and sports, local stations fill in the rest of the
week’s programming time with local programming (such as local news)
and syndicated programming.? In addition, there are independent stations
that are neither owned by nor affiliated with a broadcast network. Figure 1
illustrates how television programming is distributed, including broadcast
and cable network programming.

Figure 1: Television-Programming Distribution Flow

[ Content producers (e.g., Sony, Disney)
¥ h 4
Broadcast network Cable networks
(e.g., CBS, FOX) (e.g., CNN, ESPN, HBO)

h 4

[ Television station

( Multichannel Video
(

Programming Distributor
e.g., Comcast, DirecTV, AT&T)

¥

[ Households

Source: GAO. | GAO-14-558

2Syndicated programming is non-network programming or post-network programming
(including reruns, game shows, and daytime talk shows) that is licensed directly to
individual television stations. In the Matter of Annual Assessment of the Status of
Competition in the Market for the Delivery of Video Programming, ] 187, 28 FCC Rcd.
10587-88 (July 22, 2013) (Annual Report).
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Local commercial television stations earn the majority of their revenue by
selling advertising time.? In particular, advertising aired during local news
represents a substantial portion of a local commercial station’s revenue.
According to the 2013 Radio Television Digital News Association
(RTDNA)/Hofstra University survey of 1,377 television stations, news
represented an average of about 49 percent of station revenue, with that
percentage increasing as market size decreased. The survey also found
that of the stations surveyed, a total of 717 stations provided their own
local news programming, and 235 stations received and aired news
produced by another station. Many stations also receive compensation
from MVPDs, known as retransmission consent, which is discussed later
in this section.

Local broadcast television remains an important source of news for
Americans; however, consumers are also getting their news from cable
news networks, such as CNN, as well as online via computers and mobile
devices. According to the Pew Research Center’s analysis of 2013
Nielsen data, over the course of a month, 71 percent of U.S. adults
watched local television news, 65 percent watched network news, and 38
percent watched cable news.® However, the audience for local news has
declined since 2007, with viewership down 3 percent for morning
newscasts, 12 percent for early evening newscasts, and 17 percent for
late night newscasts.® In addition, more Americans are also getting their
news online via desktop and laptop computers or a mobile device. For
example, according to another Pew Research Center report, in 2013, 82

3In contrast, local noncommercial educational stations, such as PBS affiliates, are owned
and operated by a public agency or nonprofit private foundation, corporation, or
association; these stations generally meet their operating expenses with contributions
from viewers and public-interest foundations, and may receive some government support.
47 U.S.C. § 397; see, also, 47 U.S.C. § 338(k)(6).

42013 RTDNA/Hofstra University Survey. RTDNA is a professional organization serving
the electronic news profession. RTDNA members include local and network news
executives, news directors, producers, reporters, digital news professionals, educators,
and students. The RTDNA/Hofstra University Survey is an annual survey of operating
television stations.

5Kenneth Olmstead et al., “How Americans Get TV News at Home,” Pew Research
Journalism Project (Oct. 11, 2013), accessed Apr. 25, 2014,
http://www.journalism.org/2013/10/11/how-americans-get-tv-news-at-home/.

bKaterina Eva Matsa, “Local TV Audiences Bounce Back,” Pew Research Center (Jan. 28,
2014), accessed Apr. 25, 2014, http://www.pewresearch.org/fact-tank/2014/01/28/local-tv-
audiences-bounce-back/.
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percent of Americans said they used a desktop or laptop computer to
access news, whereas 54 percent said they accessed it on a mobile
device (cell phone or tablet).”

Regulatory Environment

FCC assigns licenses for television stations to use the airwaves expressly
on the condition that licensees serve the public interest and are
responsive to the needs of the local community. Section 310 of the
Communications Act of 19348 outlines the limitations on holding and
transferring broadcast licenses. For example, section 310(d) requires
prior Commission approval before a license is assigned or transferred;
when FCC is reviewing an application for a license assignment or
transfer, it must determine whether the public interest, convenience, and
necessity will be served by granting the application.® Toward this end,
FCC has established three policy goals:'°

o Competition. FCC seeks to create a marketplace in which broadcast
programming meets the needs of consumers and has stated that
competition drives stations to invest in better local programming.
When reviewing competition in local television markets, FCC
considers competition for viewers and advertisers."

e Localism. FCC seeks to ensure that each station meets the needs
and issues of the community that it is licensed to serve with the
programming that it offers.

« Diversity. FCC seeks to maintain and enhance diversity based on the
idea that diverse ownership among media outlets increases the
number of viewpoints in broadcast content compared to what would
otherwise be the case in a more concentrated ownership structure.'?

"Pew Research Center, “Key Indicators in Media & News,” State of the News Media 2014
(Mar. 26, 2014), accessed Apr. 24, 2014, http://www.journalism.org/2014/03/26/state-of-
the-news-media-2014-key-indicators-in-media-and-news/.

8Communications Act of June 19, 1934, § 310, as amended, codified at 47 U.S.C. § 310
(the Communications Act).

947 U.S.C. §310(d).

O1n the Matter of 2014 Quadrennial Regulatory Review — Review of the Commission’s
Broadcast Ownership Rules and Other Rules, § 14, FCC 14-28, 2014 WL 1466887, atp. 7
(Apr. 15, 2014) (2014 Quadrennial Review FNPRM and Report and Order).

2014 Quadrennial Review FNPRM and Report and Order, 22, at p. 11.
122014 Quadrennial Review FNPRM and Report and Order, 14, atp. 7.
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To advance these policy goals, Congress empowered FCC, and FCC has
implemented rules that limit the number of stations an entity can own or
control locally and nationally.

« Local television ownership limit."®> Under the local television
ownership limit, a single entity can own two television stations in the
same designated market area (DMA)™ if (1) at least one of the
stations is not ranked among the top-four stations in terms of
audience share and (2) at least eight independently owned and
operating full-power commercial or noncommercial television stations
would remain in the DMA." An existing licensee of a failed, failing, or
unbuilt television station may seek a waiver of the rule.'®

« National television ownership cap."” Subject to compliance with other
ownership rules, a single entity can own any number of television
stations nationwide as long as the stations collectively reach no more
than 39 percent of national television households.

o Cross-ownership limits. FCC has also established rules limiting cross-
ownership of media outlets, such as a newspaper and television
station or a radio and television station in the same market.'® For

1347 C.F.R. § 73.3555(d).

"4To measure television viewing, Nielsen Media Research divided the country into 210
local television markets, also referred to as designated market areas (DMA). Each DMA
consists of all the counties whose largest viewing share is given to stations of the same
market area.

15Alternatively, a single entity can own multiple television stations in the same market if
the stations’ signal contours (coverage areas) do not overlap. 47 C.F.R. § 73.3555(b)(1).

'6A “failed” station is one that has been dark for at least 4 months or is involved in court-
supervised involuntary bankruptcy or involuntary insolvency proceedings. Under the
standard for “failing” stations, a waiver is presumed to be in the public interest if the
applicant satisfies each of the following criteria: (1) one of the merging stations has had an
all-day audience share of 4 percent or lower, (2) the financial condition of one of the
merging stations is poor, and (3) the merger will produce public interest benefits. Under
the standard for “unbuilt” stations, a waiver is presumed to be in the public interest if an
applicant meets each of the following criteria: (1) the combination will result in the
construction of an authorized but as yet unbuilt station and (2) the permittee has made
reasonable efforts to construct the licensed facility and has been unable to do so. (47
C.F.R. § 73.3555 Note 7 and In the Matter of Review of the Commission’s Regulations
Governing Television Broadcasting, ] 86, 14 FCC Rcd. 12903, 12941 (1999) (Local TV
Ownership Report and Order).

7See 1996 Act, § 202(c), as amended by Consolidated Appropriations Act, 2004, Pub. L.
No. 108-199, § 629, 118 Stat. 3, 99.

847 C.F.R. § 73.3555(c) and (d).
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example, the newspaper/broadcast cross-ownership rule prohibits
ownership of a daily newspaper and television stations that serve the
same market.

FCC developed attribution rules to determine what interests should be
counted when applying these media ownership limits.'® FCC’s attribution
rules seek to identify those interests in or relationships to licensees that
confer on their holders a degree of influence such that the holders have a
realistic potential to affect the programming decisions or other core
operating functions of licensees.? If an entity, such as a station
ownership group, is found to have an attributable interest in a station, that
station would be included when determining whether the entity has
exceeded FCC’s ownership limits.

FCC has several carriage and programming rules that are designed to
support the provision of local content by local television stations. These
rules set forth the conditions under which MVPDs carry stations’ content.
Some key rules that affect carriage and programming include:

« Must carry and carry-one carry-all.?' The must carry and carry-one
carry-all rules address the right of television broadcast stations to
have their signals carried by MVPDs serving their markets. Stations
that select must-carry or carry-one carry-all status must be carried by
the MVPDs serving the station’s market, but receive no compensation
from the MVPDs.

e Retransmission consent.?? Retransmission consent refers to
permission allowing an MVPD to retransmit a station’s signal when
the station chooses not to elect carriage through the must carry or
carry-one carry-all rules. By opting for retransmission consent,

947 C.F.R. § 73.3555, Notes.

201 the Matter of Review of the Commission’s Regulations Governing Attribution of
Broadcast and Cable/MDS Interests, ] 40, 14 FCC Rcd. 12559, 12580 (1999) (Report and
Order).

2"The must carry rule enables each commercial and noncommercial television broadcast
station to require cable operators in its local market to carry its signal. 47 U.S.C. § 534(a);
47 C.F.R. § 76.56. Under the carry-one carry-all provision, any satellite operator that
chooses to serve a particular local area (by carrying an in-market local station) must also
carry upon request the signal of all television broadcast stations located within the same
local market. 47 U.S.C. § 338; 47 C.F.R. § 76.66.

2247 U.S.C. § 325(b); 47 C.F.R. § 76.64.
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stations give up the guarantee of carriage in exchange for the right to
negotiate for the terms of carriage, including potential compensation.
Retransmission rights are negotiated directly between a station and
the MVPD. We have previously found that after the 1992 Act was
enacted, negotiations for retransmission consent generally involved
“in kind” compensation to local broadcasters, such as carriage of new,
affiliated cable networks.?® However, in recent years, financial
compensation has become more common and retransmission fees
received by local stations have increased.

By statute, FCC is required to review its media ownership rules every 4
years—the quadrennial review—and determine whether any such rules
remain necessary in the public interest.?*

Television Stations
Are Increasingly
Sharing Services
through a Variety of
Broadcaster
Agreements, but Data
on the Prevalence of
These Agreements
Are Limited

Television Stations Can
Share a Variety of
Services through
Broadcaster Agreements

Television stations can enter into agreements with other stations to share
or provide a variety of services. The agreements between stations can
involve either two or more stations sharing a resource or one station
providing a service to another station. Common services that can be
shared or provided between stations include:

23’GAO, Telecommunications: Issues Related to Competition and Subscriber Rates in the
Cable Television Industry, GAO-04-8 (Washington, D.C.: Oct. 24, 2003).

241996 Act, § 202(h), 110 Stat. 56, 111-112, as amended by the Consolidated
Appropriations Act, 2004, § 629, 118 Stat., 99.
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« News resources. Stations can enter into an agreement to share news-
gathering resources, such as helicopters, reporters, cameramen,
video footage, and graphics. For example, in 2009, three television
stations in Phoenix, Arizona, entered into an agreement to share one
news helicopter for aerial footage of news stories and traffic reporting.

e Production and delivery of programming. Two stations can enter into
an agreement wherein one station produces another station’s local
news. For example, in West Palm Beach, Florida, E.W. Scripps
Company station WPTV-TV (an NBC affiliate) produces newscasts for
Raycom-owned WFLX (a FOX affiliate) at 7:00 to 9:00 a.m., 4:00 to
4:30 p.m., and 10:00 to 11:00 p.m.

« Program acquisition. Stations can enter into an agreement wherein
the licensee or owner of one station can negotiate another station’s
affiliation agreement with a broadcast network. For example, one
station group owner told us that it negotiated the renewal of affiliation
agreements at the request of the station owners that it has
agreements with.

o Joint retransmission consent negotiations. A station owner can
contract out its retransmission consent negotiations with MVPDs to
another station owner, meaning that the retransmission consent fees
are handled during one negotiation, despite the fact that the stations
are not owned by the same company. As discussed later in this
report, in March 2014, FCC prohibited such arrangements if they
involve two or more separately owned top-four stations (based on
audience share) in the same market.

« Advertising sales. A licensee or owner of a station can authorize
another station to sell its advertising time.

« Station engineering. One station can provide technical support for
another station. For example, one station can monitor, maintain,
repair, and install another station’s technical equipment and ensure
the quality of the other station’s on-air technical performance.

« Office services. One station can provide back office services for
another station, such as providing office space, accounting services,
and other general administrative services.

We identified four common types of agreements that may include
combinations of the services described above. In some cases, FCC has
established regulatory definitions for these agreements; in other cases, it
is a common industry term that may be used to characterize an
agreement, but there is no regulatory definition. The services provided by
or shared between stations fall under the following common types of
broadcaster agreements:
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Joint sales agreement (JSA).?° A JSA is an agreement in which one
station is allowed to sell the advertising time for another station in
exchange for a percentage of the advertising revenues, a flat fee, or
some other consideration. For example, stations WEEK-TV and
WHOI-TV in Peoria, lllinois, entered into a JSA agreement in 2009.
According to the agreement, WEEK-TV sells advertising time and
provides other services for WHOI-TV in exchange for a monthly
commission equal to 30 percent of the total amount of net advertising
revenue that WEEK-TV sells for WHOI-TV.

Local marketing agreement (LMA).?® Also referred to as time
brokerage agreements, LMAs allow one or more parties other than
the station’s owner to purchase blocks of time and then provide
programming and sell advertising in that block of time. For example, in
Austin, Texas, KXAN (an NBC affiliate) entered into an LMA with
KNVA, an affiliate of The CW Network. Under the agreement, KXAN
provides news, sports, informational, and entertainment programming
to KNVA. According to the agreement, KXAN'’s owner (LIN Media
LLC) has the sole right to sell advertising time to be placed in all
programming broadcasted on KNVA and also retains all advertising
revenues from the advertising sales.?” In exchange, KXAN’s owner
pays KNVA’s owner an annual fee for the duration of the agreement.
Local news service agreement (LNS). LNSs are agreements in which
multiple stations in a local market share news-gathering resources.
LNSs can include sharing photographers, news helicopters, or
satellite trucks to cover a news event. For example, stations can rely
on one camera crew shared by all participating stations to get footage
of a press conference rather than covering it individually.

Shared service agreement (SSA). SSA is a broad term that can
include a variety of services. SSAs can include arrangements wherein
one station produces another station’s news content and also

253ee 47 C.F.R. § 73.3555 Note 2k.

265ee 47 C.F.R. 73.3555 Note 2j.

2This agreement was created prior to a 1999 FCC order that made LMAs attributable if
an entity programs more than 15 percent of another in-market station’s weekly
programming hours. In the Matter of Review of the Commission’s Regulations Governing
Attribution of Broadcast and Cable/MDS Interests, § 55, 14 FCC Rcd. 12585.
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provides operational, administrative, and programming support.?® For
example, according to Nexstar Broadcasting Group, Inc.’s comments
filed with FCC in 2012, Mission Broadcasting Inc. paid Nexstar
approximately $7.2 million for producing more than 7,400 hours of
local news on 12 of its stations, and also for engineering, accounting,
and other back office administrative assistance provided under the
parties’ SSAs.

The various services provided by and shared between stations mentioned
above fall under the four common types of broadcaster agreements (see
table 1). Stations may have several agreements in place, such as an SSA
and JSA, or a single agreement that includes components typical of
different types of agreements. For example, according to a March 5,
2012, filing from the Coalition to Preserve Local TV Broadcasting, Fort
Wayne, Indiana, stations WISE-TV and WPTA (TV) operated under a
JSA and SSA agreement; WISE-TV provides news programming, sales,
and other back office services for WPTA (TV) and both stations transmit
from the same tower. Stakeholders told us that some companies have
relationships through which one company enters into a series of
broadcaster agreements to allow another company to provide the
services for most of its stations. For example, as mentioned above,
Mission Broadcasting, Inc. typically enters into broadcaster agreements
with Nexstar Broadcasting Group, Inc.

28In 2014, as part of a proposal to require the disclosure of SSAs, FCC requested
comment on defining an SSA as any agreement or series of agreements, whether written
or oral, in which (1) a station, or any individual or entity with an attributable interest in the
station, provides any station-related services, including, but not limited to, administrative,
technical, sales, or programming support, to a station that is not under common ownership
(as defined by the Commission’s attribution rules); or (2) stations that are not under
common ownership (as defined by the Commission’s attribution rules), or any individuals
or entities with an attributable interest in those stations, collaborate to provide or enable
the provision of station-related services, including, but not limited to, administrative,
technical, sales, or programming support, to one or more of the collaborating stations.
FCC concluded that this broad definition would include LNSs. 20714 Quadrennial Review
FNPRM and Report and Order, {1 330, 331, at p. 153.
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|
Table 1: Common Types of Services Provided under Different Broadcaster Agreements

Agreements

Joint sales Local marketing Local news service Shared service
Services agreement agreement agreement agreement
Sharing of news resources (e.g., X X
cameras, helicopter)
Program production X X X
Program acquisition X X
Advertising sales X X
Station engineering X
Office (e.g., accounting) X

Source: GAO analysis based on interviews with stakeholders and document reviews. | GAO-14-558.

Note: While the regulatory definition of a joint sales agreement focuses on the sale of advertising,
these agreements have been written to include the provision of other services, such as programming
or technical services.

While Data Are Limited on
the Number and Nature of
Broadcaster Agreements,
Stakeholders Report That
Agreements Are Becoming
More Prevalent

Data Limitations FCC officials and industry representatives were unable to identify a
central data source that tracks all broadcaster agreements. According to
FCC officials, the Commission does not track or have a central data
source on the number of agreements, the stations involved, or services
provided through the agreements. Stations are required to disclose and
file certain types of agreements with FCC, but not all agreements. In
particular, FCC regulations require stations to file JSAs and LMAs in their
public inspection files to provide the local community with information on
stations’ programming and operations.?® In addition, if one station uses an
LMA to provide more than 15 percent of the programming hours for
another same-market station, FCC requires the stations involved to file

29Broadcast stations are required to maintain a “public file” that contains information about
each station’s operations and service. A station’s public inspection file includes a variety of
information, including political time sold or given away, data on ownership of each station,
and active applications each station has filed with the Commission. 47 C.F.R. § 73.3526.
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Prevalence of Agreements

that agreement with the Commission.3® In April 2014, FCC released an
order requiring that stations file copies of JSAs with the Commission if the
JSA involves one entity’s selling more than 15 percent of another same-
market station’s weekly advertising time.?' There are no similar filing
requirements for SSA and LNS agreements. However, in April 2014, FCC
requested comments on whether it should require stations to disclose
SSAs.3? Station owners must submit copies of all their agreements when
they file an application for a license assignment or transfer, which
typically occurs with a merger or acquisition, and they must describe any
agreements or contracts in their biennial ownership reports submitted to
FCC; however, this would not include SSAs or LNSs.

Some stakeholders have attempted to track the number and nature of
these agreements; however, these studies have limitations and do not
cover all the types of agreements. For example, BIA/Kelsey surveys
station personnel and reviews press releases to collect data on the
number of JSA and LMA agreements, but it does not track SSA or LNS
agreements.® In addition, other stakeholders have reported on the
number of DMAs in which stations have an agreement, but the findings of
such reports have varied as the studies used different methodologies. For
example, some studies identified agreements by searching publicly
available documents while others contacted stations or MVPDs directly.

Based on the JSA and LMA data available from BIA/Kelsey and from our
interviews with industry representatives, broadcaster agreements appear
to be less prevalent in large markets. In particular, while 4 percent of
stations in the largest 25 DMAs participated in a JSA or LMA, or both, in

3047 C.F.R. § 73.3613.
312014 Quadrennial Review FNPRM and Report and Order, App. 2, {1 2, at p. 182-183.
322014 FNPRM and Report and Order, § 328, at p. 152.

33According to our analyses of BIA/Kelsey data, as of February 6, 2014, 71 of 210 DMAs
had at least one full-power commercial main or satellite station participating in a JSA or
LMA agreement. Data on SSA and LNS agreements were not available. BIA/Kelsey
defines a satellite station as a full power commercial station that rebroadcasts the same
programming as a station in the same market or an adjacent market. The station may
have staff on site due to the production of local news broadcasts. The remainder of the
programming comes from the parent (primary) station.
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February 2014, 20 percent of the stations in DMAs ranked 101 through
150 based on size participated in these agreements (see table 2 below).>*

|
Table 2: Percentage of Full-Power Commercial and Satellite Stations with a Joint
Sales Agreement (JSA) or Local Marketing Agreement (LMA), or Both, by
Designated Market Area (DMA), as of February 6, 2014

DMAs (ranked from largest to Percentage of full-power commercial
smallest) stations with a JSA or LMA, or both
1-25 4%
26-50 12%
51-100 16%
101-150 20%
151-210 12%

Source: GAO analysis of BIA/Kelsey data. | GAO-14-558.

Note: The data do not include shared service agreements or local news service agreements and
multicast channels (multiple channels aired by a single broadcast station). Satellite stations, as
defined by BIA/Kelsey, are full power commercial stations that rebroadcast the same programming as
a main station in the same market or an adjacent market, but may also have staff on site for the
production of local news broadcasts.

Broadcasters and financial analysts told us that one factor contributing to
the greater use of agreements in small to medium markets is that stations
in these markets receive less advertising revenue than stations in large
markets. The Pew Research Center’s analysis of BIA/Kelsey data shows
that in 2011, stations in the largest 25 local television markets had
average revenues substantially greater than stations in smaller markets.3®
In particular, stations in the largest 25 DMAs received, on average,
advertising revenues of $57 million per year, while stations in DMAs
ranked 151 through 210 according to size received $3 million (see table
3). However, the costs of broadcasting (cameras, vehicles, bandwidth,
monitors, and other production infrastructure) can be similar across small

34DMAs are ranked in order of size, with the largest market (DMA 1) being New York City.
Stations in large markets may still enter into agreements, particularly LNS agreements.
For example, NBC and FOX entered into agreements to share camera crews in some
markets, including Chicago, Dallas, Los Angeles, New York, Philadelphia, and
Washington.

35pew Research Center, “All Market Sizes Lost Revenue on Average in 2011,” The State
of the News Media 2013 accessed May 2, 2014,
http://stateofthemedia.org/2013/local-tv-audience-declines-as-revenue-bounces-back/local
-tv-by-the-numbers/24-all-markets-sizes-lost-revenue-on-average-in-2011/.
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and large markets. Thus, broadcasters in small- and medium-sized
markets are more likely to enter into agreements to share or reduce
costs.

Table 3: Average Local Television Stations’ Revenue by Designated Market Area
(DMA) in 2011

Average local television

DMAs (ranked from largest to stations’ revenue (dollars in
smallest) millions)
1-25 $57
26-50 $21
51-100 $11
101-150 $6
151-210 $3

Source: Pew Research Center 2013 State of the Media Report’s analysis of BIA/Kelsey data. | GAO-14-558.
Note: Advertising comprises the bulk of a station’s revenue.

Stakeholders also noted that stations in small and medium markets may
be more likely to enter into agreements because FCC’s ownership rules
disproportionately affect stations in these markets. Specifically, as
mentioned previously, FCC rules allow a single entity to own two
television stations in the same DMA if at least one of the stations is not
ranked among the top four stations in terms of audience share and at
least eight independently owned and operating full-power television
stations would remain in the DMA. Small markets are less likely to have
enough stations to meet these requirements. For example, the smallest
market with 9 or more stations, which could support a merger, is the
Spokane, Washington, market.* Thus, stations in smaller markets may
use broadcaster agreements to gain operating efficiencies that they
cannot obtain through common ownership.

3%0ur analysis was based on BlA/Kelsey data on the number of stations and the
corresponding parent company in each market. For the purposes of our analysis of the
number of independent stations in a market, we did not include stations based in Mexico
that also transmit into U.S. DMAs. In addition, there are markets larger than Spokane,
Washington—such as Baltimore, Maryland—that do not have enough independently
owned stations to support a merger.
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According to FCC and industry representatives, agreements are being
used more often in recent years. Station owners and financial analysts
noted that factors driving the use of agreements include declining
advertising revenues and an increase in station acquisitions and mergers,
as described below.

o Advertising revenues. The average advertising revenue for stations
fell during the 2007-2009 recession, and has not returned to pre-
recession levels. Station owners stated that this was part of a long-
term trend of declines in advertising revenues for local television
stations and attributed it to increasing competition in recent years for
viewers and advertisers from cable and non-traditional media outlets,
such as Facebook. The average over-the-air local television station’s
advertising revenue has decreased 10 percent from 2004 to 2012.%”
According to industry representatives, some stations are entering into
agreements to help reduce operating costs to offset the dilution of
advertising revenue. However, some consumer groups have argued
that the recent decline in advertising revenues is the result of the
recession and that advertising revenue has been on the rise since the
recession ended in 2009. Specifically, between 2009 and 2012,
average over-the-air advertising revenues have increased 28 percent.
Consumer groups have also noted that other factors have improved
station value, such as increased political advertising and a growth in
retransmission consent fees. FCC sought comment on issues related
to stations’ competition for audience share and advertising revenue in
201438

« Station acquisitions and mergers. In some instances, agreements are
components of a larger transaction, such as an acquisition or merger.
According to the Pew Research Center, in 2013, there were a large
number of mergers and acquisitions in the television broadcast
industry; the number of acquisitions of full-powered local stations
increased from 95 acquisitions representing $1.9 billion in 2012 to 290
acquisitions representing $8.8 billion in 2013. During a merger or
acquisition, stations may enter into agreements that allow them to
share services and gain efficiencies while still avoiding violating FCC’s
ownership rules that limit the number of media outlets an entity can

3"The estimates are based on the Pew Research Center's Journalism Project. The
estimates are for over-the-air advertising revenue, do not include digital or mobile
advertising revenue, and are based on Pew’s analysis of BIA/Kelsey data.

382014 Quadrennial Review FNPRM and Report and Order, |[1] 20, 24, at pp. 9-10, 11-12.
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own or control locally and nationwide. For example, as depicted in
figure 2, when Gannett acquired Belo’s television stations in 2013, it
entered into broadcaster agreements for stations that were located in
markets where Gannett already owned newspapers or stations and
was thus prohibited from taking ownership of those stations through
the merger. In one of the affected markets, Louisville, Kentucky,
Gannett owns The Courier Journal, a newspaper; to avoid violating
FCC'’s cross-ownership rules, Gannett sold the newly acquired Belo
station, WHAS-TV, in Louisville, to Sander Operating Co. and entered
into agreements so that Gannett would handle all ad sales and
provide local news for the station.

Figure 2: Example of a Merger-Generated Shared Service Agreement

-~

Pre-merger
Gannett: Belo:
Owner of The Owner of
Courier Journal WHAS-TV

$etwgpaper TV station

Local households

Merger

Gannett
acquires Belo

* To avoid violating
FCC'’s cross-ownership
rules, Gannett sold
WHAS-TV to Sander
Operating Co.

» Gannett then entered
into agreements with
Sander Operating Co.
to provide advertising
sales and local news
for WHAS-TV.

Source: GAO analysis of Federal Communications Commission document. | GAO-14-558
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After merger

Gannett: Sander Operating
Owner of The Co.: New owner
Courier Journal of WHAS-TV
y TV station \
* ' WHAS-TV

Agreement
Gannett provides
Sander Operating Co.

with all advertising
sales and local news
programming support
for WHAS-TV

Local households

-
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Stakeholders Have
Mixed Views on the
Effects of Broadcaster
Agreements on
Television
Programming and the
Subscription Video
Industry

Programming

In filings with FCC and interviews with us, consumer groups and labor
representatives raised concerns that some broadcaster agreements
negatively affect local news programming. In particular, these groups
stated that agreements in which news resources are shared or
outsourced can lead to duplicative content in local newscasts. In reports
created or commissioned by consumer and labor groups, researchers
have identified stations involved in broadcaster agreements using the
same reporter, anchor, scripts, video, or graphics. The extent to which
such resources are shared varies with each agreement, but one case
highlighted by consumer and labor groups is an SSA between three
stations in Honolulu, Hawaii, that resulted in consolidated news
operations and the stations’ airing identical coverage of a local election.
Consumer groups have also filed comments with FCC stating that the use
of broadcaster agreements leads to less diversity in programming and
may negatively affect minority ownership by allowing companies to
circumvent media ownership restrictions. For example, in comments filed
with FCC, a consortium of consumer groups stated that SSAs may
reduce opportunities for minority and women entrants to acquire stations
by allowing struggling stations to avoid the requirements for a failed
station waiver.?

3Under 47 C.F.R. § 73.3555 (note 7), a failing station can get a waiver of the local
television limit to sell to an in-market broadcaster if it can show that the in-market
broadcaster is the only entity willing and able to operate the station. This requirement was
crafted in order to allow opportunities for new entrants, including minorities and women, to
purchase broadcast stations.
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Station owners counter that these agreements do not necessarily lead to
duplicative local news programming and can, in fact, better serve
residents by providing news at different times. Station owners and a trade
association representative explained that even if two stations in the same
market are jointly owned or controlled, the local news on each station will
differ, because each station needs to draw viewers from different
audiences. For example, one station owner told us that providing the
exact same newscast on two different stations can lead to a
cannibalization of both stations’ audience ratings, advertising revenues,
and profits, so it is in the stations’ self-interest to maintain separate
identities and target different audiences. Station owners also noted that
agreements can be used to air news at different times of day. For
example, some station owners told us that a local FOX—affiliated station
may enter into an agreement to have a newscast produced by the local
ABC-, CBS-, or NBC-affiliated station, meaning that the FOX station can
air n;rea/vs at 10:00 p.m., while the other station airs its news at 11:00

p.m.

In addition, broadcasters, station owners, and the financial analysts we
interviewed told us that agreements can result in economic efficiencies
that are needed in certain cases to allow a station to continue providing
any news at all. They added that the agreements have also provided
localism and diversity benefits by allowing some stations that previously
did not provide news to begin doing so, or to add additional local
programming. For example, in Wichita Falls, Texas, Nexstar's NBC
station provides services that allowed the FOX station, which previously
did not air local news, to air a 9:00 p.m. newscast. Similarly, a trade
association told us that a JSA and SSA between stations owned by
Schurz Communications Inc. and Entravision Holdings LLC resulted in
the launch of Spanish-language news on a station in Derby, Kansas,
making it the first and only Spanish-language local television news
operation in the state. In our six case-study markets, some station owners
who had not entered into agreements stated that this was because their
station was strong economically and did not need an agreement.

49The FOX network airs 2 hours of network programming in the evening whereas ABC,
CBS, and NBC air 3 hours. Thus, FOX affiliates can air their local news an hour earlier
than ABC, CBS, and NBC affiliates.
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Subscription Video
Industry

MVPDs voiced concerns about the impact of broadcaster agreements on
the subscription video industry. In some cases, stations involved in
broadcaster agreements enter into joint negotiations with MVPDs
regarding the retransmission consent fee the MVPDs will pay to carry the
stations. We heard of two ways in which joint retransmission negotiations
may occur:

« Two or more separately owned stations located in the same market
enter into an agreement in which they are represented by one
negotiator who negotiates the retransmission consent fees for the
separately owned stations at once.

« Inthe case of large station groups, the company may represent all of
its stations, as well as all of the stations it operates via broadcaster
agreements, during the negotiations.

MVPDs opposed the use of joint negotiations by separately owned
broadcast stations, particularly when the negotiations included multiple
top-four stations (typically ABC, CBS, FOX, and NBC) in one market.
MVPDs noted that the increased risk of losing more than one of the top-
four stations in a given market gives the negotiating stations more
leverage over the MVPDs. MVPDs said that the increased leverage can
lead to higher retransmission consent fees that could be passed on to
consumers.

Station owners and two of three financial analysts we interviewed counter
that MVPDs overstated the extent to which joint negotiation of
retransmission consent affects the final retransmission consent fee, and
identified other factors affecting retransmission consent negotiations.*!
For example, we were told that in cases in which a broadcaster or station
group owns multiple stations, the MVPD and station owner negotiate the
retransmission consent terms for all of the owner’s stations across
multiple geographic markets. Station owners and MVPDs both noted that
in such a negotiation, the amount of leverage each party—the station
owner and MVPD—nhas depends on the overlap in the stations’ audience
size and the number of MVPD subscribers. For example, one MVPD
stated that if a station group owns stations in 70 percent of the MVPD’s
service area, then the station group has more leverage because a

“The third analyst stated that there is disagreement among station owners regarding the
extent to which the number of stations involved affects leverage in retransmission consent
negotiations. He added that some station owners believe that leverage depends on the
strength of a station’s programming.
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programming blackout would affect a large percentage of the MVPD'’s
subscribers than would be the case if the station group only covered 10
percent of the MVPD’s service area.

Comprehensive data are not available to evaluate the effect of
broadcaster agreements on retransmission consent fees, but FCC
recently took action to prohibit separately owned top-four stations in the
same market from engaging in joint retransmission consent negotiations.
Broadcasters and MVPDs have each submitted economic studies to FCC
supporting their positions, and a few individual MVPDs provided data to
FCC on how joint retransmission consent negotiations affected their
retransmission consent fees. However, comprehensive data on the extent
to which these agreements affect retransmission consent fees are not
available, because retransmission consent fee negotiations are subject to
non-disclosure agreements. Moreover, even if the retransmission consent
fees were publicly available, as we noted earlier, it is not always known
when stations are involved in a broadcaster agreement. On March 31,
2014, FCC adopted an order prohibiting separately owned, top-four
stations in the same market from entering into joint retransmission
consent negotiations with one another, or otherwise collaborating during
retransmission consent negotiations.*? In the order, FCC concluded that
joint negotiation by same market, separately owned top-four stations
eliminates price rivalry between and among stations that otherwise would
compete directly for carriage on MVPD systems and the associated
retransmission consent revenues. FCC added that joint negotiation gives
such stations both the incentive and the ability to impose on MVPDs
higher fees for retransmission consent than they otherwise could impose
if the stations conducted negotiations for carriage of their signals
independently.

DOJ took action in 1996 when three companies, each owning a network
affiliate in Corpus Christi, Texas, agreed not to enter into a retransmission
consent agreement with any cable operator until the operator had
reached an agreement with all three companies. In the complaint, DOJ
stated that the effect of this combination was to increase the price of
retransmission consent and to restrain competition among the defendants

*2In the Matter of Amendment of the Commission’s Rules Related to Retransmission
Consent, 11 1, 27, FCC-14-29, at pp. 2, 10-12, 2014 WL 1284562 (March 31, 2014)
(Report and Order and FNPRM).
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FCC Has Not
Completed a Review
of the Use and
Impacts of
Broadcaster
Agreements

in the sale of retransmission rights.** DOJ officials told us that in this
case, the companies were not involved in any other agreements, such as
SSAs, and if they had been, DOJ would have evaluated whether there
were efficiencies derived from the agreements that would have balanced
against the anticompetitive effects.

FCC Evaluates Individual
Broadcaster Agreements
as Part of Its Review of

Mergers and Acquisitions

FCC’s recent regulatory approach has been to evaluate broadcaster
agreements that occur as part of a merger or acquisition, and propose
specific remedies as needed for individual cases.* When merging or
acquiring stations, companies must obtain FCC approval to transfer the
station licenses. As previously noted, companies may enter into
broadcaster agreements during the course of a merger or acquisition if
the newly acquired stations present ownership combinations that violate
FCC’s ownership rules. For example, in July 2013, FCC began a
proceeding to review Tribune Broadcasting Company II's acquisition of 17
stations owned by Local TV Holdings. Since Tribune already owned
newspapers in two of the markets served by Local TV’s stations and
would thus be prohibited under existing FCC rules from acquiring the
stations, the acquisition included a provision transferring the licenses of
those two stations to Dreamcatcher Broadcasting. The paperwork filed
with FCC explained that Tribune would then enter into SSAs to provide
technical, back-office, promotional (website), retransmission consent, and
programming services to the Dreamcatcher stations. In the order

“BUnited States v. Texas Television, Inc., No. C-96-64, Competitive Impact Statement at
p. 2 (S.D. Tex. 1996).

44ECC’s Media Bureau will also review agreements if they are challenged by an outside
party. For example, see In the Matter of KHNL/KGMB License Subsidiary, 26 FCC Rcd.
16087 (MB. 2011) (Memorandum Opinion and Order and Notice of Apparent Liability for
Forfeiture).
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Attributable Interests

Transfer of Control

approving the acquisition and corresponding agreements, the Media
Bureau noted that the provisions of the arrangements were similar to
agreements that it had approved in the past, and the agreements did not
implicate its attribution rules, which are discussed below.*®

FCC'’s review of agreements that occur as part of a merger or acquisition
involves determining if the agreements constitute (1) an attributable
interest that should be counted under an entity’s ownership cap and (2)
an unauthorized transfer of control of the station. In addition, as
previously noted, when reviewing an application for a license assignment
or transfer, FCC must consider whether the transaction serves the public
interest, as required by the Communications Act.*®

FCC reviews sharing agreements to determine if they constitute an
attributable interest that should be counted under a licensee’s ownership
cap. As mentioned earlier, the broadcast attribution rules define which
financial or other interests in a licensee that must be counted in applying
the broadcast ownership limits. FCC'’s attribution rules and corresponding
notes provide guidance to identify interests that create sufficient degrees
of influence in other licensees’ stations.*’ For example, when an entity
programs more than 15 percent of a same-market station’s weekly
programming hours or sells more than 15 percent of a same-market
station’s weekly advertising time, it is deemed to have an attributable
interest. Station owners told us, therefore, that they write agreements to
avoid implicating the attribution rules.

Some broadcaster agreements have been challenged by consumer
groups, competing stations, and MVPDs on the grounds that they either
raise attribution issues or amount to an unauthorized transfer of control,
given the functions that a station may cede to another station. For
example, consumer groups have stated that agreements in which one
company provides the studio, production facilities, tower, and local news
for another company’s station, while also controlling the sale of
advertisements and entering into agreements such as securing the

“51n the Matter of the Applications of Local TV Holdings, LLC, 17, 28 FCC Rcd. 16850,
at p. 5 (MB. 2013) (Memorandum Opinion and Order).

4647 U.S.C. §310(d).
4747 C.F.R. § 73.3555, Notes.
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station’s debt or receiving a percentage of the station’s profits, result in
the station owner ceding control of the station to another party.

FCC has previously stated that its analysis of transfer of control
“transcends formulas” and must be determined on a case-by-case
basis.*® FCC evaluates the following factors when determining who
controls a station:

e Programming: Licensees must maintain ultimate control over their
station’s programming. Licensees may accomplish this by including
contractual language providing that the licensee retains the ultimate
authority over the selection and procurement of programming.

e Personnel: FCC requires licensees to have at least one managerial
and one nonmanagerial employee at their stations, thus maintaining a
“meaningful staff presence” as required by the Commission’s main
studio rule.*® As long as the licensee meets this requirement and
retains ultimate control of station operations pertaining to personnel
responsibilities, the station providing services can place its employees
at the station receiving the services. For example, FCC officials told
us that if another station’s employees are performing work related to
functions the licensee of the station receiving services should control,
then the employees should report to the licensee’s managers.

« Finances: Payment for services rendered in broadcaster agreements
may factor into a case-by-case determination of financial control. FCC
officials noted that ultimate authority for all aspects of a station’s
financial operations must rest with the licensee, and FCC’s analysis of
control may consider payments for services. For example, FCC has
previously approved agreements in which the licensee of the station
receiving services retained 70 percent of cash flow resulting from
operation of the licensee’s station. FCC has also approved previous
agreements where a flat fee for services rendered, as part of a
shared-service agreement, was combined with a split of advertising
revenue.

FCC has previously held that participation in an agreement does not
necessarily establish a transfer of control, even if the agreement
constitutes an attributable interest that should be counted under the

BInre Application of Fox Television Stations, Inc., § 154, 10 FCC Rcd. 8452, 8514 (1995)
(Memorandum Opinion and Order).

4947 C.F.R. § 73.1125(a).
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ownership cap.%® The licensee can delegate responsibility over a station
as long as the licensee sets basic policy and retains ultimate control over
the station. While there are some provisions codified in regulation,
stakeholders told us that they typically use previously approved
agreements as precedence on how to structure agreements so that they
will garner FCC approval. However, in March 2014, the Media Bureau
issued a notice stating that it would closely scrutinize applications for the
assignment or transfer of a license that propose that two or more stations
in the same market will (1) enter into an arrangement to share facilities,
employees, or services or to jointly acquire programming or sell
advertising and (2) enter into certain financial agreements, such as loan
guarantees or options to purchase the station.®' In explaining this notice,
the Media Bureau cited concerns that such arrangements may weaken
the economic incentive of licensees to control programming for their
stations.

FCC Has Not Completed a
Review of the Use and
Impacts of Broadcaster
Agreements

Station owners and consumer groups both told us that the media
ownership rules have influenced the development of broadcaster
agreements. Station owners told us that by limiting the number of stations
an entity can own in a local market, the media ownership rules have led
companies to enter into broadcaster agreements as a means of realizing
economic efficiencies that they are unable to achieve through
acquisitions. Consumer groups have raised concerns that the use of such
agreements constitutes an “end-run” around the media ownership rules
because they amount to common ownership of two stations in the same
market. While both groups recognize the relationship between the media
ownership rules and broadcaster agreements, each group proposes
differing solutions. For example, station owners note that the agreements
are not as efficient as joint ownership and state that the media ownership
rules should be relaxed due to the increasing competition that broadcast
stations face from new media, such as Internet-delivered programming.
Conversely, consumer groups want the agreements made attributable

50gee, e.g., In re Application of WGPR,10 FCC Rcd. 8140 (1995) (Memorandum Opinion
and Order), vacated and remanded on other grounds, Serafyn v. FCC, 149 F3d 1213 (DC
Cir., 1998). In the Matter of Shareholders of Hispanic Broadcasting Corp., { 20, 18 FCC
Rcd. 18834, 18843 (2003) (Memorandum Opinion and Order).

51Processing of Broadcast Television Applications Proposing Sharing Arrangements and
Contingent Interests, DA 14-330 2014 WL 988647 (MB, March 12, 2014) (Public Notice).
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due to concerns that they increase media consolidation and reduce
viewpoint diversity.

Similarly, in February 2014, DOJ filed comments with FCC noting that
there has been a pronounced trend in broadcaster agreements that allow
one station to control another station that is nominally owned by a
separate entity, often called a “sidecar.” DOJ stated that its investigations
have revealed that these “sidecars” often exercise little or no competitive
independence from the station providing services and that the extent of
cooperation and integration with “sidecars” is so extensive that some
television-station ownership groups even consolidate the financials of
affiliated “sidecars” in their securities filings.%?

FCC has stated that it is unable to determine the extent to which
broadcaster agreements affect its media ownership rules and policy goals
of competition, localism, and diversity. In 2014, FCC noted that public
interest groups had raised meaningful concerns about the impact of
agreements on its policy goals, but also stated that broadcast
stakeholders had provided evidence that agreements may produce public
interest benefits. FCC concluded that it lacked information about the
scope and prevalence of broadcaster agreements and, thus, could not
conduct a thorough analysis of the impact of the agreements on its rules
and policy goals. Yet federal standards for internal control, which provide
the overall framework for identifying and addressing major performance
and management challenges, note the importance of obtaining
information from external stakeholders that may have a significant impact
on an agency achieving its goals.>?

To some extent, this uncertainty exists because FCC has not collected
data or completed a review to understand how broadcaster agreements
are being used and the potential impacts with respect to its media
ownership rules and the corresponding policy goals of competition,
localism, and diversity. Specifically, FCC has not collected
comprehensive data to determine the number of agreements, the
services provided through the agreements, and other relevant data to

S2For example, Sinclair Broadcast Group consolidates the financial data from several
companies, including Cunningham Broadcasting Company and Deerfield Media.

53GAO, Standards for Internal Control in the Federal Government, GAO/AIMD-00-21.3.1
(Washington, D.C.: November 1999).
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Conclusions

provide useful context, such as the market and station characteristics
associated with the use of agreements. FCC has instead relied on
comments from stakeholders on these issues and its experience
reviewing individual transactions. As part of its 2010 Quadrennial Review
of its ownership rules, FCC requested comment on making LNSs and
SSAs attributable, and on how to determine the impact of such
agreements on its policy goals of competition, localism, and diversity,*
but it has not completed the review. FCC continued its assessment of
these issues in its 2014 Quadrennial Review. Specifically, FCC’s notice
for its 2014 Quadrennial Review stated that it needed additional
information to assess whether additional regulation of agreements is
warranted, and solicited comments on requiring the disclosure of SSAs,
tentatively defining the term in a manner that would include LNS
agreements.® In the 2014 notice, the Chairman indicated that he
instructed the Media Bureau to complete the review by June 30, 2016.

The lack of comprehensive data and the long delays in completing FCC'’s
review makes it difficult to objectively determine the effect of the
agreements on FCC'’s policy goals of competition, localism, diversity.
Broadcasters, station owners, and consumer groups have provided
counterarguments about the effect of broadcaster agreements on FCC’s
media ownership rules and its policy goals of competition, localism, and
diversity. FCC has also recognized the benefits and potential harms
associated with these agreements and has approved a number of
agreements that occurred as part of a merger or acquisition. However,
without conducting a fact-based analysis of how agreements are being
used, FCC cannot ensure its current and future policies on broadcaster
agreements serve the public interest.

Congress and FCC have long recognized the valuable role that local
television stations play in informing citizens, and have adopted rules and
regulations to ensure that broadcasters are serving the public interest.
FCC seeks to achieve competition, localism, and diversity through its
media ownership rules; however, restrictions on local television station

54In the Matter of 2010 Quadrennial Regulatory Review, {[{] 194-208, 26 FCC Rcd. 17489,
17564-17570 (2011) (NPRM).

52014 Quadrennial Review FNPRM and Report and Order, Y] 325 328-331 339, at p.
101-107.
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ownership have remained largely unchanged since 1999. Meanwhile, the
media marketplace is rapidly evolving and offering consumers a variety of
platforms for receiving information and programming, including a number
of Internet-based sources. This has led to increased competition between
broadcast stations and other media platforms for viewers, content, and
advertising. In addition, broadcaster agreements appear to be increasing
and evolving with respect to the types of services provided. While few
disagree that broadcaster agreements have evolved partly in response to
FCC’s restrictions on media ownership, broadcast stations and consumer
groups offer varying perspectives on whether the agreements positively
or negatively affect FCC’s policy goals of competition, localism, and
diversity.

FCC has recognized both sides of the issue, noting that broadcaster
agreements can provide important public interest benefits, such as
helping a struggling station improve its operations and adding local news
programming in a market, but these agreements can also create
relationships that would be viewed as joint ownership under FCC’s
existing regulations. FCC has also recognized that in certain
circumstances, its policy goals of competition, localism, and diversity may
conflict, such as in cases where preventing consolidation leads to less
economically healthy stations that cannot invest in local news. Given the
complexity of regulating an evolving industry, FCC would benefit from
improved data on and analysis of the extent to which broadcaster
agreements affect its media ownership rules and its media policy goals of
competition, localism, and diversity. However, FCC has not completed a
study of and lacks basic data on broadcaster agreements. This lack of
analysis and information could undermine FCC'’s efforts to ensure its
media ownership regulations achieve their intended goals.
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Recommendation for
Executive Action

Agency Comments

FCC should determine whether it needs to collect additional data to
understand the prevalence and context of broadcaster agreements. FCC
should also evaluate whether broadcaster agreements affect its media
policy goals of competition, localism, and diversity.

We provided a draft of this report to FCC for review and comment. In
written comments, reproduced in appendix Il, FCC agreed with our
recommendation. FCC also noted that it has taken initial steps to address
the recommendation. In particular, FCC noted that in the 2014
Quadrennial Review, it proposed defining a category of sharing
agreements and requiring their disclosure.

As agreed with your office, unless you publicly announce the contents of
this report earlier, we plan no further distribution until 30 days from the
report date. At that time, we will send copies to the Chairman of the
Federal Communications Commission and the appropriate congressional
committees. In addition, this report will be available at no charge on
GAO'’s website at http://www.gao.gov.

If you or your staff have any questions about this report, please contact
me at (202) 512-2834 or goldsteinm@gao.gov. Contact points for our
Offices of Congressional Relations and Public Affairs may be found on
the last page of this report. GAO staff who made key contributions to this
report are listed in appendix IIl.

Sincerely yours,

Mark Goldstein
Director, Physical Infrastructure
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Appendix |: Objectives, Scope, and
Methodology

The objectives of this report were to examine (1) the uses and prevalence
of broadcaster agreements in the television industry; (2) stakeholders’
views on the effects of broadcaster agreements on programming and the
subscription video industry; and (3) the extent, if at all, that the Federal
Communications Commission (FCC) has regulated these agreements.

To assess how broadcaster agreements are used in the television
industry, we first identified the different types of broadcaster agreements
through a literature search and review of prior GAO reports, academic
studies, industry and advocacy reports, and media articles. We also
reviewed the descriptions and definitions of broadcaster agreements
provided in FCC regulations and rulemakings. We obtained specific
examples of agreements from filings submitted to FCC by broadcasters,
station owners, and public-interest groups, as well as descriptions of
agreements reported by station owners in press releases, and U.S.
Securities and Exchange Commission 10-K and 10-Q filings. We verified
information from the literature review through interviews with FCC and
Department of Justice (DOJ) officials. We also interviewed a variety of
stakeholders, including representatives of broadcast networks, television
broadcast station owners, multichannel video programming distributors
(MVPDs)," trade associations, labor groups, consumer groups, financial
analysts, and other individuals with knowledge of the broadcast industry.
We selected local television station owners and MVPDs that filed
comments in FCC’s media ownership proceeding and that varied in the
number of stations they owned or the number of subscribers they served,
respectively; we selected other stakeholders by reviewing prior GAO
reports, academic studies, and comments filed in FCC media ownership
proceedings, and through recommendations from other interviewees.

We conducted case studies to understand how agreements were used in
specific markets and obtain the perspective of station owners in those
markets. We conducted case studies of six designated market areas
(DMAs), three markets with stations using broadcaster agreements and
three markets in which the stations did not use broadcaster agreements.
To select the case study DMAs, we used a stratified random sample. We
obtained the 2013-2014 list of DMAs from Nielsen Media Research’s
website. We eliminated the top 25 DMA markets because stakeholders

"MVPD refers to cable operators, satellite providers, and telecommunications companies
that provide subscription video services to consumers.
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Appendix I: Objectives, Scope, and
Methodology

told us that broadcaster agreements are less common in those markets
and likely to have less impact in those markets. We divided the remaining
markets into three separate groups based on market size. We randomly
ordered the markets within each stratum and selected the first DMA listed
in each of the three stratums to conduct the case study. If there was a
broadcaster agreement in the selected market, we then matched it with a
similarly-sized market without an agreement, and if a chosen market did
not have a broadcaster agreement, we looked for a similarly-sized market
with an agreement. To determine whether stations in a market
participated in a broadcaster agreement, we used the Warren Television
and Cable Factbook, FCC’s website, stations’ public inspection files, and
a BIA/Kelsey database to identify full-power commercial and non-
commercial stations within each DMA. We then used the above-
mentioned sources, press releases, news articles, a Georgetown
University study, a University of Delaware study, and data from MVPDs,
to identify whether any broadcaster agreements exist within the three
selected markets.

After the 6 case study markets were selected, we contacted and
interviewed station owners to learn more about the specific broadcaster
agreements being used in the selected DMA. In addition, we contacted
cable companies in the DMAs we identified having agreements to learn
more about how or if the broadcaster agreements within their respective
DMAs affected the retransmission consent fee negotiations. In the DMAs
we identified as not having an agreement, we contacted and interviewed
owners of the top-four stations in the market. We defined a broadcaster
agreement as any instance where two or more independently owned
stations within the same DMA have entered into any of the following
agreements: time brokerage agreement/local marketing agreement,
shared service agreement, joint sales agreement, and local news service
agreement. We did not include instances where a station entered into a
broadcaster agreement with another separately-owned out-of-market
station because we focused on FCC’s local ownership rules, which limit
the number of stations a company can own within a market. In addition,
we did not include low power or translator stations, but we did include
satellite stations. The three DMAs that we selected that had a
broadcaster agreement were Casper-Riverton, Wyoming, Topeka,
Kansas, and Paducah, Kentucky.? The three DMAs we selected that did

2One station owner party to broadcast agreements in the Casper-Riverton DMA declined
our request for an interview.
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Appendix I: Objectives, Scope, and
Methodology

not have a broadcaster agreement were Mankato, Minnesota, Columbia-
Jefferson City, Missouri, and Madison, Wisconsin.?

To assess what is known about the prevalence of broadcaster
agreements, we interviewed stakeholders about the comprehensiveness
of data collected by FCC, private-sector, public-interest, and academic
sources on the number of broadcaster agreements nationwide. In
addition, we acquired data from BlIA/Kelsey, a market-research firm, to
assess the prevalence of certain types of agreements, the stations
involved in the agreements, and the size of the market served by the
stations. We analyzed BlA/Kelsey data on television markets, stations,
and agreements. We tested the reliability of BIA’s data by reviewing
stakeholder opinions on the reliability and accuracy of the data, reviewing
existing information about the data, and obtaining information from BIA
officials about how they collect the data. We found the data sufficiently
reliable for our purposes. We also examined FCC regulations and
interviewed FCC officials to understand the extent to which broadcasters
are required to disclose broadcaster agreements and the methods for
doing so.

To determine stakeholders’ views on the effects of broadcaster
agreements on programming and the subscription video industry, we
reviewed FCC dockets and interviewed representatives of broadcast
networks; local television station owners; cable, satellite, and other
subscription video service providers; trade associations; labor groups;
consumer groups; financial analysts; and other individuals with
knowledge of the broadcast industry to obtain their views and identify any
supporting studies and data on the effects of broadcaster agreements.
We also conducted literature reviews to identify any relevant studies on
the effects of broadcaster agreements.

To determine the extent to which FCC has regulated broadcaster
agreements, we reviewed relevant FCC dockets and rulings and
interviewed FCC officials. In addition, we interviewed the previously
mentioned stakeholders to gain their perspective on the extent to which
broadcaster agreements affect FCC’s policy goals.

3During interviews with the station owners in the Madison, Wisconsin, market, we learned
of a local news service agreement in that market. However, as our case studies were
selected as illustrative examples only, the presence of such an agreement does not pose
a methodological limitation to our review.
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Methodology

We conducted this performance audit from July 2013 to June 2014 in
accordance with generally accepted government auditing standards.
Those standards require that we plan and perform the audit to obtain
sufficient, appropriate evidence to provide a reasonable basis for our
findings and conclusion based on our audit objectives. We believe that
the evidence obtained provides a reasonable basis for our findings and
conclusions based on our audit objectives.
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Appendix |[I: Comments from the Federal
Communications Commission

Federal Communications Commission
Washington, D.C. 20554

June 13, 2014

Mr. Michael Clements

Assistant Director

Government Accountability Office
441 G St, NW

Washington, DC 20548

Dear Mr. Clements:

Thank you for the opportunity to respond to the Government Accountability Office

(GAO) Draft Report entitled FCC Should Review the Effects of Broadcaster Agreements on lIts
Media Policy Goals, GAO-14-558, which reviews issues related to broadcaster agreements
between local television stations.

Given the increasing use of sharing agreements by broadcast licensees, we agree with the GAO
recommendation of seeking additional data, especially that which would allow the Commission
to study the impact of such agreements on the policy goals of competition, localism and
diversity. As is noted in the Draft Report, the Commission has already taken its initial steps in
such an endeavor. In the 2014 Quadrennial Review of media ownership rules, the Commission
proposed defining a category of sharing agreements and requiring their disclosure. The
Commission made this proposal as a means to enable a better understanding of the terms,
operation, and prevalence of sharing agreements. Disclosure would allow the Commission, and
the public, to review these agreements and to better understand the impact of such arrangements
on the Commission’s rules and policy goals. The comment period for the 2014 Quadrennial
Review runs until July 7, 2014. Reply Comments must be submitted no later than August 4,
2014.

While the record for the 2014 Quadrennial Review is being developed, the Commission will
continue to consider broadcaster agreements, in appropriate cases, in deciding whether approval
of particular proposed transactions will serve the public interest.

Thank you for the opportunity to respond to the Draft Report’s recommendations. The agency
has begun to implement several of them and will continue to look for opportunities to do so
where appropriate. We look forward to working with you in the future.

Sincerely,

b Lo

William T. Lake
Chief, Media Bureau
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GAO Contact Mark L. Goldstein, (202) 512-2834 or goldsteinm@gao.gov.

Staff In addition to the contact named above, Michael Clements, Assistant
Director; Amy Abramowitz; Richard Bulman; Crystal Huggins; Bert
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(543328) Page 36 GAO-14-558 Broadcaster Agreements


mailto:goldsteinm@gao.gov�

GAQ’s Mission

Obtaining Copies of
GAO Reports and
Testimony

The Government Accountability Office, the audit, evaluation, and
investigative arm of Congress, exists to support Congress in meeting its
constitutional responsibilities and to help improve the performance and
accountability of the federal government for the American people. GAO
examines the use of public funds; evaluates federal programs and
policies; and provides analyses, recommendations, and other assistance
to help Congress make informed oversight, policy, and funding decisions.
GAQ’s commitment to good government is reflected in its core values of
accountability, integrity, and reliability.

The fastest and easiest way to obtain copies of GAO documents at no
cost is through GAO’s website (http://www.gao.gov). Each weekday
afternoon, GAO posts on its website newly released reports, testimony,
and correspondence. To have GAO e-mail you a list of newly posted
products, go to http://www.gao.gov and select “E-mail Updates.”

Order by Phone

Connect with GAO

To Report Fraud,
Waste, and Abuse in
Federal Programs

Congressional
Relations

Public Affairs

The price of each GAO publication reflects GAQO’s actual cost of
production and distribution and depends on the number of pages in the
publication and whether the publication is printed in color or black and
white. Pricing and ordering information is posted on GAO’s website,
http://www.gao.gov/ordering.htm.

Place orders by calling (202) 512-6000, toll free (866) 801-7077, or
TDD (202) 512-2537.

Orders may be paid for using American Express, Discover Card,
MasterCard, Visa, check, or money order. Call for additional information.

Connect with GAO on Facebook, Flickr, Twitter, and YouTube.
Subscribe to our RSS Feeds or E-mail Updates. Listen to our Podcasts.
Visit GAO on the web at www.gao.gov.

Contact:

Website: http://www.gao.gov/fraudnet/fraudnet.htm
E-mail: fraudnet@gao.gov
Automated answering system: (800) 424-5454 or (202) 512-7470

Katherine Siggerud, Managing Director, siggerudk@gao.gov, (202) 512-
4400, U.S. Government Accountability Office, 441 G Street NW, Room
7125, Washington, DC 20548

Chuck Young, Managing Director, youngc1@gao.gov, (202) 512-4800
U.S. Government Accountability Office, 441 G Street NW, Room 7149
Washington, DC 20548

oy
%o

Please Print on Recycled Paper.


http://www.gao.gov/�
http://www.gao.gov/�
http://www.gao.gov/ordering.htm�
http://facebook.com/usgao�
http://flickr.com/usgao�
http://twitter.com/usgao�
http://youtube.com/usgao�
http://www.gao.gov/feeds.html�
http://www.gao.gov/subscribe/index.php�
http://www.gao.gov/podcast/watchdog.html�
http://www.gao.gov/�
http://www.gao.gov/fraudnet/fraudnet.htm�
mailto:fraudnet@gao.gov�
mailto:siggerudk@gao.gov�
mailto:youngc1@gao.gov�

	Media Ownership
	FCC Should Review the Effects of Broadcaster Agreements on Its Media Policy Goals
	Contents
	 
	Background
	Television Broadcast Industry
	Regulatory Environment

	Television Stations Are Increasingly Sharing Services through a Variety of Broadcaster Agreements, but Data on the Prevalence of These Agreements Are Limited
	Television Stations Can Share a Variety of Services through Broadcaster Agreements
	While Data Are Limited on the Number and Nature of Broadcaster Agreements, Stakeholders Report That Agreements Are Becoming More Prevalent
	Data Limitations
	Prevalence of Agreements


	Stakeholders Have Mixed Views on the Effects of Broadcaster Agreements on Television Programming and the Subscription Video Industry
	Programming
	Subscription Video Industry

	FCC Has Not Completed a Review of the Use and Impacts of Broadcaster Agreements
	FCC Evaluates Individual Broadcaster Agreements as Part of Its Review of Mergers and Acquisitions
	Attributable Interests
	Transfer of Control

	FCC Has Not Completed a Review of the Use and Impacts of Broadcaster Agreements

	Conclusions
	Recommendation for Executive Action
	Agency Comments

	Appendix I: Objectives, Scope, and Methodology
	Appendix II: Comments from the Federal Communications Commission
	Appendix III: GAO Contact and Staff Acknowledgments
	GAO Contact
	Staff Acknowledgments


	d14558high.pdf
	MEDIA OWNERSHIP
	FCC Should Review the Effects of Broadcaster Agreements on Its Media Policy Goals
	Why GAO Did This Study
	What GAO Recommends
	What GAO Found



<<

  /ASCII85EncodePages false

  /AllowTransparency false

  /AutoPositionEPSFiles true

  /AutoRotatePages /PageByPage

  /Binding /Left

  /CalGrayProfile (Dot Gain 20%)

  /CalRGBProfile (sRGB IEC61966-2.1)

  /CalCMYKProfile (U.S. Sheetfed Uncoated v2)

  /sRGBProfile (sRGB IEC61966-2.1)

  /CannotEmbedFontPolicy /Warning

  /CompatibilityLevel 1.7

  /CompressObjects /All

  /CompressPages true

  /ConvertImagesToIndexed true

  /PassThroughJPEGImages true

  /CreateJobTicket false

  /DefaultRenderingIntent /Default

  /DetectBlends true

  /DetectCurves 0.1000

  /ColorConversionStrategy /LeaveColorUnchanged

  /DoThumbnails false

  /EmbedAllFonts true

  /EmbedOpenType false

  /ParseICCProfilesInComments true

  /EmbedJobOptions true

  /DSCReportingLevel 0

  /EmitDSCWarnings false

  /EndPage -1

  /ImageMemory 1048576

  /LockDistillerParams true

  /MaxSubsetPct 100

  /Optimize true

  /OPM 1

  /ParseDSCComments true

  /ParseDSCCommentsForDocInfo true

  /PreserveCopyPage true

  /PreserveDICMYKValues true

  /PreserveEPSInfo true

  /PreserveFlatness true

  /PreserveHalftoneInfo false

  /PreserveOPIComments false

  /PreserveOverprintSettings true

  /StartPage 1

  /SubsetFonts true

  /TransferFunctionInfo /Preserve

  /UCRandBGInfo /Preserve

  /UsePrologue false

  /ColorSettingsFile ()

  /AlwaysEmbed [ true

  ]

  /NeverEmbed [ true

  ]

  /AntiAliasColorImages false

  /CropColorImages true

  /ColorImageMinResolution 150

  /ColorImageMinResolutionPolicy /OK

  /DownsampleColorImages true

  /ColorImageDownsampleType /Bicubic

  /ColorImageResolution 300

  /ColorImageDepth -1

  /ColorImageMinDownsampleDepth 1

  /ColorImageDownsampleThreshold 1.50000

  /EncodeColorImages true

  /ColorImageFilter /DCTEncode

  /AutoFilterColorImages true

  /ColorImageAutoFilterStrategy /JPEG

  /ColorACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /ColorImageDict <<

    /QFactor 0.76

    /HSamples [2 1 1 2] /VSamples [2 1 1 2]

  >>

  /JPEG2000ColorACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 15

  >>

  /JPEG2000ColorImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 15

  >>

  /AntiAliasGrayImages false

  /CropGrayImages true

  /GrayImageMinResolution 150

  /GrayImageMinResolutionPolicy /OK

  /DownsampleGrayImages true

  /GrayImageDownsampleType /Bicubic

  /GrayImageResolution 300

  /GrayImageDepth -1

  /GrayImageMinDownsampleDepth 2

  /GrayImageDownsampleThreshold 1.50000

  /EncodeGrayImages true

  /GrayImageFilter /DCTEncode

  /AutoFilterGrayImages true

  /GrayImageAutoFilterStrategy /JPEG

  /GrayACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /GrayImageDict <<

    /QFactor 0.76

    /HSamples [2 1 1 2] /VSamples [2 1 1 2]

  >>

  /JPEG2000GrayACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 15

  >>

  /JPEG2000GrayImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 15

  >>

  /AntiAliasMonoImages false

  /CropMonoImages true

  /MonoImageMinResolution 1200

  /MonoImageMinResolutionPolicy /OK

  /DownsampleMonoImages true

  /MonoImageDownsampleType /Bicubic

  /MonoImageResolution 1200

  /MonoImageDepth -1

  /MonoImageDownsampleThreshold 1.50000

  /EncodeMonoImages true

  /MonoImageFilter /CCITTFaxEncode

  /MonoImageDict <<

    /K -1

  >>

  /AllowPSXObjects false

  /CheckCompliance [

    /None

  ]

  /PDFX1aCheck false

  /PDFX3Check false

  /PDFXCompliantPDFOnly false

  /PDFXNoTrimBoxError true

  /PDFXTrimBoxToMediaBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXSetBleedBoxToMediaBox true

  /PDFXBleedBoxToTrimBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXOutputIntentProfile (None)

  /PDFXOutputConditionIdentifier ()

  /PDFXOutputCondition ()

  /PDFXRegistryName ()

  /PDFXTrapped /False



  /CreateJDFFile false

  /Description <<





    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e55464e1a65876863768467e5770b548c62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200036002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>

    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc666e901a554652d965874ef6768467e5770b548c52175370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200036002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>

    /CZE <>

    /DAN <>

    /DEU <>

    /ESP <>

    /ETI <>

    /FRA <>







    /HUN <>

    /ITA (Utilizzare queste impostazioni per creare documenti Adobe PDF adatti per visualizzare e stampare documenti aziendali in modo affidabile. I documenti PDF creati possono essere aperti con Acrobat e Adobe Reader 6.0 e versioni successive.)

    /JPN <>

    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020be44c988b2c8c2a40020bb38c11cb97c0020c548c815c801c73cb85c0020bcf4ace00020c778c1c4d558b2940020b3700020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200036002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>

    /LTH <>

    /LVI <>

    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken waarmee zakelijke documenten betrouwbaar kunnen worden weergegeven en afgedrukt. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 6.0 en hoger.)

    /NOR <>

    /POL <>

    /PTB <>





    /SKY <>



    /SUO <>

    /SVE <>

    /TUR <>



    /ENU (Use these settings to create Adobe PDF documents suitable for reliable viewing and printing of business documents.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)

  >>

>> setdistillerparams

<<

  /HWResolution [2400 2400]

  /PageSize [612.000 792.000]

>> setpagedevice



