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At the meeting in December, 2009 of the FCC’s Federal Advisory Committee on Diversity for Communications in the Digital Age the Funding Acquisition Task Force made several recommendations.  These were:  

Recommendation I.
Expansion of the FCC’s Website to include a dedicated section of the site for educational materials for regional and local lenders, investors, and minorities and women seeking funding for broadcast acquisitions. 
Recommendation II.
The FCC should implement an Outreach Program that will proactively seek to increase awareness of the benefits of lending to and investing in minorities and women in the broadcasting industry.  This Outreach will be twofold and include outreach to other government agencies and the private sector in order to facilitate lending to minorities and women.   
Recommendation III.

It is recommended that the FCC designate one FCC Commissioner to oversee implementation of the access to capital and funding acquisitions recommendations. Potentially, the designated Commissioner might head an internal FCC implementation task force.  
In a letter dated January 5, 2010 to Chairman Henry Riviera of the  FCC’s Federal Advisory Committee on Diversity for Communications in the Digital Age, FCC Chairman Julius Genachowski confirmed the importance of all three of these recommendations to expanding access to capital for telecommunication businesses and, in particular, business owned by minorities and women.  In his letter, Chairman Genachowski tasked Thomas Reed, Director of the Office of Communications Business Opportunities of the FCC to spearhead these initiatives.  
On February 26, 2010, Diane Sutter, chair of the Media Issues Subcommittee and Susan Patrick, chair of the Funding Acquisitions Task Force, met with Tom Reed and  Senior Deputy Director of OCBO, Carolyn Fleming-Williams, to discuss ways the committee can facilitate the FCC’s efforts at implementing the December 2009 recommendations.
Mr. Reed and Ms. Fleming-Williams were both very receptive and open to involvement from the committee and task force members.  Mr. Reed indicated that work was already underway on a full revamp of the FCC website and that he was actively working on implementation of the distinct area recommended for financing sources, information and educational materials outlined in detail in the Funding Acquisitions Task Force Report dated December 3, 2009.  Susan Patrick agreed to forward a selection of sample materials the Task Force had assembled to Mr. Reed so that his department, and others working on the web site revamp, could get a sense of the types of information that could be made available and to get approval for inclusion on the new FCC website when launched.

Both Mr. Reed and Ms. Fleming-Williams discussed the OCBO efforts to date on holding seminars and outreach programs for lenders, investors, borrowers and efforts to other federal agencies such as the SBA and Department of Agriculture. Ms. Sutter and Ms. Patrick discussed ways these could be expanded and the OBCO director seemed receptive.

During the meeting, the Telecommunications Development Fund (TDF) was also discussed.  This fund is one of the only remaining FCC programs that is charged, at least in part, with investing funds into telecommunications ventures owned by minorities or women.  TDF has been listed by OMB as a possible federal budget casualty in the latest budget proposals.

In order to further assess the future of TDF, as well as its past performance, Ms. Sutter, Ms. Patrick, Mr. Reed and Ms. Fleming-Williams had a conference call with James Pastoriza, head of TDF, on March 12, 2010.  Mr. Pastoriza provided a historical overview of TDF and a discussion was held on the call about the future potential of TDF. 
The consensus of those on the call was that TDF, if left intact, could still be a viable source of funding for telecommunications businesses owned by minorities and women.  However, of the original funding of $80 million from spectrum auctions (TDF was funded from the interest on auctions proceeds) approximately $2 million remains uncommitted.  This is a relatively small amount.  Mr. Pastoriza has made a number of investments to date in various businesses, the majority of which have related to telecommunications and expanding broadband internet access.  In addition to investments in entrepreneurial companies, TDF has made direct investments in communities to facilitate broadband centers where broadband access is made available to communities that have not received it.  Although very few of the investments have been liquidated to date, valuations of the portfolio by PriceWaterhouseCoopers have indicated an increased portfolio value over time. 

There have not been any specific investments made for radio and television to date, although Mr. Pastoriza expressed a willingness to do so.  On a very preliminary basis, it was discussed that a portion of the $2 million remaining might be allocated to “seed” money for entrepreneurs for start up costs such as business plan development, due diligence, etc. that might then result in more significant investment and debt dollars flowing to those fledgling entrepreneurs.
Mr. Pastoriza also indicated that TDF has been a target in the federal budget process but has survived cuts in the past.  He is hopeful that will be the case in this fiscal year as well.  He expressed a willingness to holding further discussions with the Subcommittee and Task Force members to further the cause of diversity. 
As a result of the discussions the Media Issues Subcommittee recommends the following: 

Recommendation

The Media Issues Subcommittee of the FCC Advisory Committee on Communications for Diversity in the Digital Age recommends that the Federal Communications Commission adopt a legislative recommendation to urge that the U.S. Congress continue to authorize, and recalibrate the Telecommunications Development Fund (TDF) to focus on access to capital for historically disadvantaged populations, and to diversify the products, deal sizes, and industriesto which TDF provides financial support.
Recalibrating the Telecommunications Development Fund (TDF) could advance diversity in the media and telecommunications industries by:

1. Focusing on access to capital for historically disadvantaged populations, for example, providing greater service to minorities and women through race-neutral full file review of applicants.  

2. Diversifying products by offering a balanced portfolio of loans, grants, equity investments and educational services.  

3. Diversifying deal sizes by providing micro loans, and participating in larger deals by providing mezzanine financing. 

4. Diversifying the scope of the industries in which it participates by investing in the many sub-fields of telecommunications, such as placing a greater focus on broadcasting and cable.
The meetings The Funding Acquisition Task Force has conducted with OCBO and TDF were the first of what will hopefully be a continued working relationship between the Media Issues Subcommittee and Funding Acquisitions Task Force and these two entities. The Funding Acquisitions Task Force also hopes to continue to do the following:
Future Action Items for the Task Force:

· Continue to interact with Mr. Reed and Ms. Fleming-Williams on implementation of the original three December, 2009 recommendations.  Specifically, website information development and outreach to both the private sector and governmental agencies to further educate regional and local lenders on the unique nature of lending to broadcasters.

· In the future, continue to work with TDF to identify other options for TDF funding to minorities and women in telecommunications and media ventures. This would include discussions regarding the remaining $2 million in uncommitted funds, but also ways to seek new sources of funding or co-investment with other funds.

It is the sense of the Subcommittee and Task Force that continued contact between these entities will result in further progress being made toward the goal of greater access to capital and furthering diversity in media ownership.

