Access to Capital Subcommittee Interim Report to the

Federal Communications Commission’s

Advisory Committee on Diversity for Communications in the Digital Age

Convening of an Access to Capital Conference

Offered to the Advisory Committee for Consideration at its September 27, 2007 Meeting
The Subcommittee on Access to Capital proposes that the Advisory Committee consider recommending to the Commission that the Commission, in cooperation with a major university in New York City, convene a Conference on Access to Capital for Media and Telecom Entrepreneurs.  A Conference along these lines, originally proposed by Commissioner Deborah Tate, could be scheduled in Q1 2008 and could focus on the investment banking and private equity communities.  The objectives of the conference could include:

1. having a dialogue among scholars, bankers and entrepreneurs on the status and difficulties attendant to capital access for small and minority media and telecom ventures

2. introducing members of the Advisory Committee to entrepreneurs and capital providers and to the capital formation issues entrepreneurs encounter, such that the Advisory Committee can develop recommendations for the Commission on access to capital

3. providing for networking between entrepreneurs and capital providers that could evolve into transactions or mentoring relationships

To fulfill these objectives, the conference could include a reception, an educational and training workshop featuring panels on the capital-raising environment and process, and one-on-one networking among entrepreneurs, bankers and investors.

Speakers could be drawn from the academic and financial communities, and particularly from private equity funds.  Members of the Advisory Committee would recommend speakers and topics.  By way of illustration, substantive panels might include:

· Business planning in anticipation of seeking private equity sponsorship

· Strategic and financial models equity funds expect from entrepreneurs

· How regulatory initiatives could facilitate capital access for media and telecom entrepreneurs
The Advisory Committee would offer the Commission its services in organizing such a conference.  University, nonprofit organization and private sector sponsorship could be sought consistent with FCC guidelines.  Sponsorship could be sought from, and through the members of, leading trade associations active in media and telecom finance or operations, including the NAB, NCTA, CTIA, CEA, NAIC and the Private Equity Council.

               Emerging Technologies Subcommittee Recommendation to the

Federal Communications Commission’s

Advisory Committee on Diversity for Communications in the Digital Age:

Recommendation on Leasing or Ownership of FM

or DTV Subchannels Under the Share-Time Rule

Offered to the Advisory Committee for Consideration at its September 27, 2007 Meeting
The Subcommittee on Emerging Technologies recommends that the full Advisory Committee commend to the Commission, for the issuance of a notice or notices of proposed rulemaking, the desirability of a mechanism that would permit FM radio or digital television licensees to lease or otherwise permit full-time or part-time use of portions of their multiplexed program feeds for the transmission of programming by unaffiliated entities which would be separately licensed by the Commission under the share-time rule, 47 C.F.R. §73.1715.  If the Commission determines that it lacks the power to adopt such a procedure, the Commission should seek the requisite authority from Congress.

The Commission and the Advisory Committee have found that access to capital is a significant barrier to entry for small, minority and woman owned broadcast entrepreneurs.  This share-time proposal would address this problem by providing entrepreneurs with the choice of a route to entry that closely resembles traditional broadcast ownership as opposed to leasing.  Raising capital for a lease has proven difficult for small businesses for two reasons:  (1) a lease is not secured by an asset that resembles collateral, and (2) the sunk costs of a lease rapidly become non-recoverable when the lease is terminated.  Similar considerations were among the original motivations for the use of the share-time rule in AM radio and VHF television in the 1950s.  In addition, the share-time rule fosters ownership and programming diversity without the need to resort to the time-consuming and expensive auction process.  Finally, since share-times would serve as an additional voluntary option available to the DTV or FM station licensee choosing to monetize its spectrum, the proposal would benefit broadcasters and the public by facilitating the growth of DTV and HD service.

Outreach Subcommittee Recommendation to the

Federal Communications Commission’s

Advisory Committee on Diversity for Communications in the Digital Age:

Preparation of a Guidebook on Diversity

Offered to the Advisory Committee for Consideration at its September 27, 2007 Meeting
The Outreach Subcommittee proposes that the Advisory Committee recommend to the Commission that it engage an author to prepare a guidebook tentatively entitled Increasing Diversity in the Media and Telecom Industries.  The guidebook, modeled after the Advisory Committee’s workplace diversity best practices book, Workplace Diversity:  A Global Necessity (Fatima Fofana, May 2004) would be posted on the Advisory Committee’s website and would be widely distributed to media and telecommunications companies’ CEOs, diversity officers and contracting officials.  The guidebook would focus on activities companies can take to promote diversity in ownership and contracting.  A suggested outline (modified from a draft prepared by the Advisory Committee in March 2005) follows:

Working Title:  Increasing Diversity in the Media and Telecom Industries

Foreword by Advisory Committee Chair Henry Rivera

Preface by FCC Chairman Kevin Martin

I. A Definition of Diversity

II. How Diversity Promotes Competition and Economic Growth

III. The History and a Snapshot of Ownership and Contracting Diversity in the Media and Telecom Industries

IV. How Media and Telecom Companies Can Help Advance Ownership Diversity

V. Best Practices for Contracting with Socially and Economically Disadvantaged Businesses and Entrepreneurs

VI. Resources:  Government Programs, Organizations and Publications

Members of the Advisory Committee would contribute to the guidebook by providing case studies, editing drafts and contributing subsections falling within their subject matter expertise.

