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Will House be white knight in campaign light?

~N

The Senate has passed campaign reform measures which would

hit TV stations hard—but some in the House are resisting.

Pace place: Top two markets still mired in doldrums

Ad nauseum? FCC slugs noncom for plugs .

Doctors take on drug ads : "

CCU walks the Hiwire for ad ingertion

Agencies logk at 2002 upiront

MANAGEMENT SALES & MARKETING

Dueling diviners: Goen, Myers revise forecasts

PROGRAMMING & POSITIONING

Four year format trends

MEDIA MARKETS & MONEY
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Salem passes The Word in Tampa

The WSUN call letters will be confined to the FM dial as a Salem

purchase of WSUN-AM puts it into a simulcast arrangement.

Salem's prospects get mixed reviews

Lexington: L.M. swoops in on Cumulus’ catch ; e

Dame goes Hallway to go whole-hog in Hagerstown
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Rehearing EEO
doesn’t appeal to
Appeals Gourt

| FCC Equal Employment Op-

portunity regulations remain
history. The D.C. CircuitCourt

| of Appeals has declined to

review its earlier decision to

| strike them down on grounds
| of unconstitutionality (RBR

1/22, p.1). The Court stated,
“We hold that the rule does
put official pressure upon
broadcasters to recruit mi-
nority candidates, thus creat-
ing a race-based classifica-
tion that is not narrowly tai-
lored to support a compel-
ling governmental interestand
is therefore unconstitutional.”

The FCC’s original EEO
rules were toppled by a fed-
eral court back in 1998 after
spending 30 years on the

' books (RBR 4/20/98, p.3).

They gave the agency the

. power to deny license re-

newals on the basis of mi-
nority hiring practices. The
new rules, adopted last year,
reinstated recruitment and
reporting requirements, but
were no longer tied to the
license renewal process.
RBR observation: What
was the point of this any-
way? The FCC was going (0
.

Predictions of radio
upfrontzseem soft
Page 7

Page 8 = | - ‘

- Guru’s crystal ball
a little cloudy
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impose reporting and recruit
ing requirements without the
existence ol any consequences
for those choosing not to re-
port or recruit? Forget consti
tutionality—the rules should

Part of a Senate-passed hill on
campaign finance reform which
would impose further burdens
on television stations which are
requested to run political adver-

The bill would require that
candidates be charged the low-

est unit rate (LUR) which was in
use during the previous 12
months, and would force the
starions 1o air the ads ar the time
requested. Currently, the LUR is
based on 4 two-month period

and NAB member Jack Sander
as saying, “This is like every
candiclate getting a first class
seal on an airplane, for the
cheapest priced coach tickel
from the previous year.”

money spent, but rather would
increase the number of advertis-

ing units purchased, and with
our the ability 10 replace the
political ads with others hought
t full retail price, there would
be a far greater burden on sta
tions than under the current rules. |

FCC Research Consultant Mona Wargo | have been struck down on | priortoairing, and ads bought at Action is expected alier
Administrative Assistan! JApiil Olson | grounds of futility. —DS LUR can be bumped in favor of | Congress’s July recess. So fai
PUBIISRET ceee v Jim Carnegie ads purchased at a higher rate radio has not been included in
VP/GM, Associate Publisher .. Ken Lee Can the House resist The Associall.ed Press (|uol‘e'd the debate.—DS

Senior Account Executive John Neff the a“lll‘e 0' l“ﬂ 9 Belo Broadcasting (N:BLC) EVP

RealNetworks announces
XMCL initiative

RealNetworks (O:RNWK) and |
numerous industry leaders in

Ma.m .Phone: """""""" IR tising has run into opposition in Some House membersargued = cluding Clear Channel (N:CCU)
Edtlorial FaX. wuumssitamtiios YESTIERIE the House of Representatives. that the new rule would not limit - announced the eXtensible Me-
Sales Fax: ... ....703/719-9509

dia Commerce Language
(XMCL) initiative, an open XML- |

Largest markets are not setting the pace

Arase & Co. for New York and Los Angeles which were supplied to RBR by anonymous
sources. New York numbers are through August, and LA goes to September. LA stats are |

Publisher:.................. JCarnegie@rbr.com |

Editorial:..........o... RadioNews @rbr.com Radio should be seeing the light at the end of the DCTC (dot-com-tough-comp) tunnel,

Sales: i, KLee@rbr.com but in the two largest markets, there is not a ray to be seen as far ahead as September.
JINeff@rbr.com This is according to forward pacing reports from the accounting firm Miller, Kaplan, |

PRONE: o 6153607875 | | as of 6/10; NYC’s reading is as of 6/17.
FAC oo 615/361-6075 In fact, September is by far the most gruesome of the four months on the LA chart, down 36.5% |
Email JBarnes@rbr.com without DCTCs. In September 2000 the dot-coms were beginning to tank in earnest. As our LA

source put it, “This problem is beyond dot-com.” However, we suspect that the grotesque

numbers farther into the future are largely due to the waiting game that advertisers are able to

play since there is no lack of avails.
| But that explanation doesn’t work as well for New York, which exhibits numbers not quite

as bad as LA’s September, except that they're for July. Time is running out to turn them around.

NYC'’s pacing numbers did show slight improvement in the course of a week—a total revenue
i loss projection of 30.9% for July taken 6/10 improved to only a 28.6% drop on 6/17. Incidentally,
| New York total revenues came in at minus 16.4% for the month of May.

RBR observation: The smaller markets, which were not as affected by dot-com frenzy, offer
the best hope for the industry as a whole to go back to using black ink in the ledgers. But it
is hard for the Montereys and Baton Rouges of the country to pull in enough cash to negate

‘ the kind of numbers we’re seeing at the top of the food chain, especially if for some ungodly
reason LA’s actual September revenue numbers end up matching these pacing numbers.

www.rbr.com Los Angeles
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ased language designed (o es-
f blish industry-wide standards
Lr Internet media commerce. By
fandardizing the language for
usiness rules, XMCL will enable
>ntent to be played in a way that
independent of codecs, digital
ghts management systems, and
-COMMErce Systems.
While XMCL could simplify
ployment and accelerate the
arket for digital media com-
erce over the Internet, it will
ompete for a standard with the
xtensible Rights Management
XRML) standard offered by
erox spin-off ContentGuard,
nd supported by Microsoft.
leither XCML nor XRML have
et been presented to official
tandards committees, which
ould take months or years to
ligest. XRML has a published
| pec and is enjoying some com-
nercial use. RealNetworks in-
nds to submit the XMCL pro-
h0sal to the appropriate stan-
ards organization, and will work
vith other industry leaders to
nsure the initiative evolves into
| widely accepted standard.
The XMCL and XRML initia-
ives propose a standard busi-
ess rule detinition language pro-
iding rights holders the ability to

Personality Power

Delilah is the most powerful personality in AC radio. Together
with Lia and Dave Wingert, Delilah is one of the many ways

take existing medlia business mod-
els—such as purchase, rental,
video-on-demand, and subscrip-
tion services—and deploy them
on the Internet to generate new
commerce opportunities.—CM

Non-com admonished
for running ads

The FCC says WHPR-FM High-
land Park, Ml (in the Detroit
market) went over the line with
corporate sponsorships into the
realm of prohibited advertising.
The licensee, an “educational”
entity with the unlikely name
R]’s Late Night Entertainment
Corp., cooperated withthe FCC’s
investigation and revised its
underwriting guidelines based
on the FCC’s objections. “While
we believe that no monetary
sanction is warranted at this
time, we find that an admonish-
ment is necessary (o redress the
statutory and rule violations,”
the Enforcement Bureau ruled.

button-pushing prowess

Emmis Communications (O:EMMS) CEO Jeff
Smulyan was applauded for his button-pushing
skills after he opened trading 6/20 for the Nasdaq
stock market. Emmis will celebrate its 20" anni-
versary on 7/4, but since the market will be
closed that day, Nasdaq gave the celebration an
early start. The company’s stock has traded on

Smulyan proves

Nasdaq since its 1994 IPO.—JM
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RBR observation: These
were not blatant violations, as
seen onother “non-commercial

stations in the past, which an
nounced prices or specifically
encouraged a purchase. Rather
the announcements cited in th

FCC order were more along the
lines of slipping over the line (o
commercialism by touting dis-
counts and extolling rhe at-
tributes of a sponsor’s products.
Non-commercial station licens-
ees would do well to read this
FCC Order (#DA 01-1419) (o
make sure their sponsorship
guidelines are up-to-date. —JM

Doctors want
ad warnings

Delegates to the American
Medical Association’s annual
meeting in Chicago backed

‘ | p

off on calling for a total ban
on direct-to-consumer adve
tising ol prescription drugs,
as several delegates had pro
posed. Instead, the doctors
want the drug companies 1o
add a disclaimer saying,
“Your physician may recom
mend other, more appropri
ate treatments.” The 500 del-
egates voted down a tougher
measure which called for the
US Food and Drug Adminis-
tration to ban prescription
drugs after free speech ob-
jections were raised.

RBR observation: It’s not
that many of the doctors

wouldn't like to see prescrip
tton drug ads completely
banned, butthat proposal was
easily voted down aftler del

egales to the AMA conven-
tion realized that it had littl

chance of winning support in
Washington. In sessions
where the call for a ban was
discussed, doctors com

plained that patients who
don't need medications are
asking for them anyway, due
to the ads, and that other
patients are insisting on an
advertised brand instead of
the one the physician deter

mines is best for them. —]M

Hiwire chosen for CCU ad
insertion provider

Clear Channel Interactive CEQ
Kevin Mayer announced that
ad insertion technology provider
Hiwire has been selected 10
provide service for the Internet
treams of all of Clear Channel’s
radio properties in the top 50
markets (Clear Channel's§
WorldClassRock.com was acru-
ally the first site Hiwire signed,
in January). Ending over two
months of net silence for all of
CCU'’s radio siles atter AFTRA
imposed new fees for streaming
spots produced with its talent

RBR News Analysis

Hollings lamhastes consolidation

Senators Ernest Hollings (D-SC) and Byron Dorgan (D-ND) have come out as foes of
broadcast, cable and newspaper mergers, perhaps signalling tough sledding for issues currently
before the FCC such as relaxation of the 35% audience cap for television station ownership and
broadcast/newspaper cross-ownership deregulation. The views of the two Senators were
expressed in a co-authored op-ed piece entitled “Your Local Station, Signing Off’ which
appeared in the 6/20 edition of the Washington Post. 1

Hollings is in a particularly advantageous position to do something about his views. His
recently-acquired stewardship on the Senate Commerce Committee gives him a powerful voice
where activities of the FCC are concerned.

Radio came under attack in the piece. They claimed that, according to a “recent news report,
the radio industry has consolidated into four companies that control 90% of radio advertising
revenue.” They continued, saying that while driving across country, “...your car radio too often
plays only a handful of homogenized voices beamed by a few media conglomerates.”

RBR observation: It doesn't seem as if the Senators hold out much hope for undoing what’s been
done in the past. The Senators’ radio story since Telecom (along with a similar tale for television production
companies) seemed to be offered as a cautionary fable, a2 warning not to let the same horrible fate come to pass for TV ownership.

That said, we were horrified to learn of a news report which has concentrated 90% of radio’s take into four companies. We
are horrified that the Senators are using a news source that apparently is satisfied to report pure and unadulterated balderdash,
because that is exactly what that statement is.

Comparing fresh group owner 2000 revenue figures from Broadcast Investment Analysts to the RAB’s reported $19.8B in total
radio revenues for the year, we found that the top four group owners took in 34.2%. Indeed, it was not until we added together
the revenues of the top 20 groups that we got even as far as 50% of radio’s total.

Now you may want to complain that 50% is too high for the top 20 groups. We do not intend to debate that topic here. We simply
ask that the Senators, whose number was off by more than that (a stunning 55.8%), at the very least base their opinions on accurate data.

This reminds us of a time not too long ago when ex-FCC Chairman Bill Kennard wanted to do a study to determine why minority
ownership of broadcast properties had declined since Telecom. In fact, not only had the number increased, one minority-owned group—
Radio One (O:ROIA) has now made it all the way to #7. Before Telecom, no minority-owned group was even close to that achievement.

The homogenization of radio since Telecomisalso a oft-heard myth. Sure, more talent is syndicated via satellite. But a far greater diversity
of programming is also available—especially programming directed at minorities—and owners continue to be able to experiment and
take chances with new programming in a way that simply was not possible before when all of their eggs were in one or two baskets.

And we don’t know what its like where you live, but where we live, we tune in every morning to a station owned by a group
owner based in Salt Lake City. Despite the fact that its headquarters are more than 2,000 miles from here, they do a fine job of giving
us the local traffic situation. We wouldn’t be surprised if the Senators themselves listen to the same station.—DS

6/25/01 RBR
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(RBR4/16, cover), the exclusive
deal entails a scheduled roll out
ol 250 stations beginning in July.
Hiwire and Clear Channel will
share revenue from the sale of
the new audio inventory. Per-
centages were not disclosed.

It was a final choice between
Hiwire, Coollink Broadcast Net-
work and Real Broadcast Nel-
work (RBN). Hiwire ook the
prize, partially due to the fact it
could place inventory across
Real, Windows and MP3 play-
ers, and also because it was able
to fork over a certain percent-
age of estimated ad revenue
upfront in an escrow fund, ac-
cording to RBR sources. That’s
not necessarily “paying” Clear
Channel for the deal as was
speculated (and in turn denied
by CCU), but it ensures that
Hiwire’s commitiment to the
deal is sound.

The goal is to fill 1B ad avails
in the first year across the net-
work of streaming radio station
sites. Hiwire has 23 people left
after recent layoffs. Some have
wondered if that’senough to do
the job for CCU. “Right now,
we're at a staffing level that
allows us to get the Clear Chan-
nel stations up and running and
to service our existing aftfili-
ates,” Hiwire CEO Warren
Schlichting responded.

So just how many ads will be
substituted—AFTRA only or
each and every? “Hiwire will be
replacing any and all ads as
determined by Clear Channel’s
stations. We have the capabil-
ity to let certain ads play
through, but we expect to be
replacing most of the inven-
tory,” says Schlichting. “We’re
talking with a number of major
national advertisers.”—CM

Radio execs scheduled
for NAB Super Session

Five of radio’s finest will share
their insights on the radio busi-
ness during a Super Session at
The NAB Radio Show 9/6 in
New Orleans. Taking part in the
discussion will be: Lew Dickey,
Chairman/CEO, Cumulus Me-

[ ]

dia (O:CMLS); Joan
Gerberding, President, Nassau
Media; Alfred Liggins, Presi-
dent/CEO, Radio One (N:ROIA);
RandallMays, EVP, CFO, Clear
Channel (N:CCU); and Bob Neil,
President and CEO, Cox Radio
(N:CXR).—CM

Family loses bid
to save licenses

The FCC has turned a deaf earto
G. Luz James’ plea (o let him
transter WSTX-AM & FM
Christiansted, US Virgin Islands
to his children and save the
stations’ licenses (RBR 4/2, p.
6). An order by the full Commis-
sion, issued by Magalie Ro-
man Salas, Secretary of the
FCC, says there are no grounds
to allow the in-family transfer,
so Family Broadcasting Inc. must
still face a hearing on whether
the licenses of WSTX-AM & FM
should be revoked for misrep-
resentation to the FCC, demon-
strating a pattern of evasiveness
and numerous technical viola-
tions—including transmitting
from a site different from that of
the FM station’s license.

As reported in RBR, James
had accepted the blame for many
of the violations. He insisted
that he never set out to deceive
the Commission, but was
ashamed that WSTX-FM had
been evicted from its autho-
rized transmitter site for non-
paymentof rent. Although James
is an attorney, he said he “made
amess” of trying to handle Fam-
ily Broadcasting’s FCC repre-
sentation himself, instead of hir-
ing a communications attorney.
Rather than going through a
license revocation hearing

James asked that he be allowed

to transfer all of the stock of
Family Broadcasting to his four
adult children, “none of whom
were involved in any of the
alleged wrongdoing.” One of
the children, G. LuzJames]1I, is

the current Lieutenant Gover-
nor of the US Virgin Islands.
Another of the children, Bar-
bara James-Petersen, is now
running the stations.

In rejecting the father’s plea,
the FCC said the proposed trans-
fer—and stopping the license
revocation proceeding in mid
stream—would violate the
Commission’s procedures. Fam-
ily Broadcasting must either
defend itself against the charges,
which could result in fines of up
to $275K and even the ultimate
penalty—Ilicense revocation—or
waive its right 1o a hearing and
seek “mitigation”—essentially
begging mercy from the FCC's
Enforcement Bureau for its ef-
torts, however belatedly, to fix
the violations.—JM

Listeners seek out
alternatives to downed
radio streams

A recently released study by
Arbitron and Coleman, “Broad-
band Revolution 2: The Media
World of Speedies,” says 68% of
consumers who listened to their
favorite stations’ Internet streams
before they were silenced over
the AFTRA royalty fees have
found other sources of stream-
ing on the net. Nearly 70% of
'speedies” who have used
streaming audio are aware of
disputes over AFTRA rights
tees; 1/3 of those surveyed
have encountered radio
websites that have stopped
streaming due to AFTRA.

The study also says 59% of
those with broadband access
are tuning into the same sources
of audio repeatedly, while 24%
seek new sources of audio when
they tune in online. “If they
can’tfind the audio they want, it
will be far more difficult to win
these listeners back after they
leave,” said Coleman VP War-
ren Kurtzman.—CM

www.rbr.com

$3.1B for streaming
ads hy '05

Spending on streaming media
advertising will grow exponen
tially during the next four years,
as increased residential adop-
tion of broadbhand access ser-
vice sels the stage for corpora- |
tions to embrace fresh ways 10 !
deliver their product marketing i
messages ro consumers, accord-
ing 1o a report released 6/18 by |
the Yankee Group. Boosted by
the higher tees created by on-
demand marketing opportuni
ties, spending on all streaming
media-enabled advertising will
grow 10 $3.11 by 2005 from $44M
in 2000, the report estimates.
The report, “Bto 3to CStream-
ing Media: Helping Companies
Streamline Consumer Communi-
cations,” recommends that brand
marketers begin experimenting
with online multimedia promo-
tion, with an eye on determining
the best way to leverage existing
promotional video 1o enhance
the returns on the investments
being made in streaming media- |
enabled promotions.—CM

Goldsmith dead at age 65

Pioneering radio sales trainer
Norm Goldsmith died 6/15
two days after open heart sur-
gery at St. Helen Hospital in
California’s Napa Valley. After
serving as an executive for ABC
Radio and CEO of Curt Gowdy
Broadcasting, Goldsmith estab-
lished his own consulting busi-
ness two decades ago and was a
regular speaker at industry
events. According to an obituary
in the Napa News, Goldsmith
had lived in the “wine countr
town for the past three years.

A note sentto industry triends
by Cumulus’ (O:CMLS) in-house
sales trainer, Tim Menowsky,
said of Goldsmith: “Norm was
an original who always had a
smile and a joke."—JM

6/25/01 RBR



| Predicting the
2002 uptront

Aany are saying the demand
bust isn’t there to get the
Lipfronts filled, as they were a
i:ouple of years ago. No big

urprise there, given the latest
predictions from Bob Coen

nd Jack Myers (see page 8).
\¥hile it’s still early to deter-
Imine exactly how 2002’s upfront
wvill fare for radio, we asked a
llew buyers for their own prog-
Inostications; as well as what the
-est of the year looks like in the
scatter marketplace.

The prognosticators:

Mike Robertson
President, LA-based
Ocean Media

Natalie Swed Stone,
Managing Partner/Di-
rector of National Ra-
dio Services, NYC-
based OMD USA

Matt Feinberg, VP
Manager of Radio,
National Broadcast,
NYC-based Zenith
Media Services

John Camilleri, VP,
Technology Group
Philly-based Harm-
elin Media

Tell us how you think the
2002 upfront is shaping up.

Robertson 2002 upfronts are
very slow to develop. While
media continues 10 be weak
across the board, advertisers
are wisely hesitating to commit
o next year. Many upfronts
this year were renegotiated to
keep advertisers happy and on
board. No one wants to over-
pay which makes speculating
about 2002 very difficult to pre-
dict, plan and buy.
Commitment levels are be-
ing scrutinized. I's difficult with
the lack of demand. We deal

with a lot of direct response
8/25/01 RBR

accounts that are very conscious
about return on investment and
are paring down their budgets.
If times continue to be lean,
they need to be as effective as
possible and it puts even more
pressure to allocate the dollars
where they’re going to get the
best ROI, that’s going to put a
lot of pressure on the media to
compete for those dollars. 1
know that even now in the
middle of the year what we’re
seeing are people willing to
do certain things to get the
longer commitments. Just lit-
erally starting last week did I
get some money that I could
take into the year 2002.
Swed Stone There is no radio
upfront happening right now,
period. They have one adver-
tiser, maybe two—that is not
an upfront. There was a time
two years ago when the upfront
happened in September. There
may have been a little more
tatking about it in June, but it
doesn’t happen until Novem-
ber-December. You ask the
networks, “What percent of
your business is booked now if
there’s an upfront?” They will
tell you 5% or 3%.

There is a television upfront
going on now, where 80% of
the business gets booked. When
we get through the television
upfront, when real dollars are
committed, we will know more.
[ think there are clients still
unsure of exactly how much
money they want and have to
spend. Once the agencies get
that from the clients who spend
a lot of money in television,
they will get a sense of what
2002 will look like. Right now,
the TV upfront is going slowly
and iU's conservative, basically.
Feinberg The marketplace is
solt. A few of the vendors out
there are really trying to push
the envelope as far as rates. |
think in the end they are going
to get burned because people |

www.rbr.com

are going to buy around them,
because they are just too
damned high, 1 assume be-
cause of the debt service they
have to pay. They are charging
exorbitant prices and people
are just walking away from
them. There are deals to be
had, so there’s no need to be
paying those kinds of prices.

Camilleri For 2002 radio
upfront, we want to see how
the TV upfront moves and right
now it is stalled. The pendu-
lum has definitely swung to
buyers. Clients have been hesi-
tant to commit to Q4 total
(spot radio and other media)
budgets (obviously network is
laid in at this time), yet alone
start to even think for 2002.

How is the rest of the year
playing out?

Robertson From a scatter
standpoint, it's anybody’s
guess. [ truly don’t know. Do |
I see current advertisers
creasing budgets? Probably
not. Do I see us being able to
bring some new business to
the marketplace? Absolutely,
but on what level? It will be
newer, less experienced ad-
vertisers who won’t make big |
commitments. We’'re playing it
very month to month right now. |
Swed Stone [ can only tell
you what I am hearing from
the sellers. I think we all
agree now that nobody is |
saying the business is great!
There is no more pretense.
However, Il don’tknow if you
can call this a recession because

in-

last year was such an anomaly.
If we took last year out and
looked at a five year track, we
would not see a recession right
now. So, what they’re saying is
we're back to where we were a
couple of years ago, let’s say in
terms of moderate expectations
and moderate growth. We all
realize that there are lots of |

By Carl Marcucci

other ways to spend money and
we realize that there’s not
enough money to go around.
So, given a limited amount of
money out there, how do we re-
define our strategies and com-
pete in this new world?
Feinberg I have noidea. I read
Bob Coen’s stuff, I look around,
and I hope the economy takes
a real quick vertical move real
fast. We're in the middle of
doing a lot of buying right
now, so I'm seeing evidence of
a soft marketplace with a few
people holding ground. I don’t
know if they’re going to cave
or if they’re just going to wind
up losing a lot of shares. It will
be interesting to see at the end
of the year who fares really
well. I said two years ago in an
article that ABC, when they
weren’t getting involved in the
flurry of station buying, that
they had missed the boat. But
I’m not so sure. I think now
they’re weathering the eco-
nomic storm better than most.
I don’t think they have the
financial debt hanging over
their head. So they can roll
with a soft marketplace and
still do pretty well.

The other people are losing

their shirts over this—the last-
minute desperation acts trans-
late into being very difficult to
work with. At times, they will
come in with prices that are so
absurd, we just go, “No.” Then
they come back with 99 offers
and you’re like, “The game’s
over, man. I've got to move
on.” It’s certainly a dance—
sometimes you lead, some-
times you follow.
Camilleri Right now we are
still hanging tight for 2001 and
are fairly positive at this point
that our clients will not exercise
any further cancellation options.
We had some very minor can-
cellation options exercised
about two months ago, but noth-
ing significant at all




Forecasters see rocky
second half before
ad recovery

June 25. Thank goodness!
We only suffer
through six more days ol
this ad recession before the
good times roll back in
That’s what broadcasters
have been saying, isn’t it?
The first half of 2001 will
look bad by comparison with
the dot-com-inflated first
half of 2000, but once we're
past those “tough comps”
the rest of 2001 will see
renewed growth.

We all know now that it's
not going to be that easy.
What we're in now is a real

have 1o

recession. The doi-com
money is but istant
memory, but that's not the
only problem. Automorive ac
spending remains soft. Other
major advertisers dare cau
tious. Just about every day
the big financial news story
is about yet another big com
pany announcing layotts or
telling Wall Sireet analysts
1o cut their earnings esli
mates—or both (as Tribune
did last week)

When Bob Coen, Sr. VP
and Director of Forecasting
for Universal McCann, re-
leased his mid-year ad fore-
casl revision, no one was
surprised that he cut his 2001
growth estimate by more than
half, to 2.5% (RBR 6/18, p
1). Every other forecaster,

Coen

Wall Street analyst and pub
lic company had already cut
their estimates and Coen
wasn’'tl even trying to be
coy about what his semi
annual report would say
Everyone knew he’d lower
his growth forecast—and
most of us wouldn’t have
been surprised to see an

US media forecast by Bob Goen

By Jack Messmar

even bigger cut than he de
tivered. Even so, word of
the guru’s mid-ycar negativ
ity took an immediate (if
modest) tott on media stock

Advertising doesn't occur
in vacuum. Its rate of
growrth is closely tied 10
growth in the Gross Domes-
tic Product (GDP), a basi
measure of the US economy |
Coen noted in a speech last
week (6/18) (o the Midyear
Media Review, a Wall Street
ger-ltogether put on by a
group of publicly rtraded
newspaper companies

When advertising grows
faster than the economy, as
it did in the year 2000, that
barometer goes up,” Coen
noted of his index compar- |

Ad spending Yr. 2000
forecast
National on 12/99
Big 4 TV nets 9.0%
Spot TV 8.0%
Cable TV 15.0%
Syndication TV 8.0%
Radio (net & spot) 8.0%
Magazines 7.5%
Newspapers 8.0%
Direct mail 7.0%
Yellow pages 8.0%
Internet 75.0%
Other national media 8.0%
Total National 9.1%
Local
Newspapers 6.0%
TV 8.5%
Radio 9.0%
Yellow pages 6.0%
Other local media 7.1%
Total Local 7.1%
Grand Total 8.3%

($ in millions)
Yr. 2000 Yr. 2000 Yr. 2001 Projected
forecast results forecast 2001 revenues
on 6/00 on 12/00 on 12/00 on 12/00
12.0% 12.5% 1.0% $15,865
9.0% 14.0% -1.0% $11,850
20.0% 20.0% 12.5% $10,125
9.0% 9.0% 6.0% $3,315
15.0% 18.0% 5.5% $4,930
7.5% 8.0% 5.0% $12,965
12.0% 13.0% 7.0% $7,685
8.0% 8.0% 5.0% $46,950
7.0% 7.0% 5.0% $2,230
75.0% 65.0% 60.0% $5,120
10.5% 11.4% 6.3% $30,715
11.1% 11.8% 6.3% $151,750
5.0% 4.4% 4.0% $43,745
8.5% 7.5% 3.0% $14,040
12.0% 12.5% 6.5% $15,880
5.5% 5.4% 5.5% $11,860
8.0% 9.3% 8.3% $12,715
7.0% 6.8% 5.0% $98,240
9.4% 9.8% 5.8% $249,990

Soiutrce: Universal McCann “Insider’s Report,” 12/99, 6/00, 12/00 & 6/01

www.rbr.com

Yr. 2001 Projected
forecast 2001 revenues
on 6/01 on 6/01
-2.5% $15,490
-6.0% $11,530
8.0% $11,820
3.0% $3,200
2.0% $4,535
1.0% $12,495
1.0% $7,300
4.5% $46,600

4 0% $2,175
10.0% $4,765
1.7% $31,345
2.1% $151,255
1.0% $42,240
3.0% $13,950
5.0% $15,590
5.0% $11,690
5.6% $15,070
3.1% $98,540
2.5% $249,795



1g ad spending growth to
L DP. “And in the year 2000

| rose to an all-time high of

Il 45%. The question now and
ix months ago was ‘how is
1e year 2001 going to turn
ut?” Could we expect to see

I dvertising continuing to
jatch or outpace nominal
sDP growth?”

Since making 2000

[ orecast last December, Coen

| aw the economy in general

i nd ad spending in particu-

| ar become much softer than

his

1e had expected. Coming off

Iﬁ year with 9.8% overall ad

lirowth, Coen’s forecast of

i.8% growth was hardly bull-

'sh, but it didn’t anticipate
low deeply many compa-
hies would cut ad spending
1s they saw the economy
getting tougher. “At the
ime, it looked fairly rea-
sonable,” Coen said of his
six-month-old forecast.

Indeed, RBR’sreport (KBR

(2/11/00, p. 2) noted that
Coen tended to err on the
ow side and predicted that
1e would likely come back
n June with an upward revi-
sion of his radio forecast as

Myers

he had done in other recent
years. At that time he was
looking for national radio
(network and spot) to rise
5.5% this year and for local
radio to rise 6.5%. At that
time, most people in the in-
dustry and on Wall Street
were projecting total radio
growth of 7-9% this year.
That story also noted that
another ad guru, Jack Myers
of Myers Reports Inc. had
just issued a more bullish
outlook (RBR12/11/00, p. 6)
which saw radio ad spend-
ing gaining 9% this year.
Now, six months later
their positions are reversed,
although both have cut their
forecasts for radio along with
other media. Coen is look-

ing for national radio to
grow 2% and local 5% this
year. Myers, on the other
hand, has cut his forecast
dramatically and is expect-
ing radio’s 2001 revenues to
come in 6% below 2000—
that’s a $3B turnaround from
his original expectation!
Myers reported last week
(6/18) that his Advertising
Confidence Index, based on
a quarterly survey of execu-
tives at major advertisers and
agencies, had recorded an
upturn in June, compared to
the pessimistic levels of
March. “However, this good
news is moderated by adver-
tisers’ expectations thatare- |
covery in the media sector
will not occur for another 18
months and that the overall
prognosis for media spend-
ing in 2001 and 2002 remains
glum,” Myers said. So, he’s
sticking with the sharply
lower forecast for 2001 that
shocked media executives in
May (RBR 5/7, p. 1).
Although the Coen and
Myers forecasts aren’t
precisely comparable, the
charts on page eight
(Coen) and below (Myers)

US media forecast by Jack Myers

show that Myers is clearly
the more pessimistic of the
two at this point. He’s pre-
dicting that total US ad
spending will decline 1.5%
this year, while Coen is ex-
pecting a gain of 2.5%—noth-
ing to celebrate, but at least
i's a positive number. For
2002, Coen’s first take is a
gain of 5%, while Myers is |
barely in the positive camp
with a forecast gain of two-
tenths of one percent.

We would also note that
Myers is currently projecting
that radio revenues will be
down next year as well as
this year. If that were to hap-
pen, it would be the first
time ever for radio to record
back-to-back down years
since World War II. Accord-
ing to figures from the Radio
Advertising Bureau, radio’s
only revenue declines came
in 1961 (down 0.5%) and
1991 (down 2.8%).

“I hope things turn out
better than 1 speculated,
Coen said as he ended his
presentation 6/18. We don’t
know of anyone in either
advertising or the media who
doesn’t share that hope.

Newspapers

Broadcast TV Networks
National Spot TV

Local Spot TV
Broadcast TV Syndication
Radio

Yellow Pages

Consumer Magazines
Network Cable TV
Local/Regional Cabie TV
Online

Outdoor

Other

Total US Media

Source: Myers Reports Inc.
125/01 RBR

www.rbr.com

($ in billions)

Yr. 2001 Projected Yr. 2001 Projected
forecast 2001 revenues forecast 2001 revenues
on 11/00 on 11/00 on 4/01 on 4/01
2.0% $50.67 0.0% $49.68
3.6% $17.58 2.0% $17.31
2.5% $12.63 1.0% $12.48
2.0% $13.94 1.5% $13.87
2.8% $3.10 2.8% $3.10
9.0% $20.81 5.0% $20.04
0.0% $12.71 -1.0% $12.59
7.0% $19.08 4.5% $18.64
14.0% $11.13 1.1% $10.84
18.0% $4.31 16.0% $4.24
70.0% $8.16 40.0% $6.72
16.0% $2.50 12.0% $2.41
-2.0% $40.38 -3.0% $39.97
4.9% $217.01 2.4% $211.86

Yr. 2001 Yr. 2002
forecast forecast
on 5/01 on 5/01
2.5% 1.0% |
-3.0% 0.0%
-15.0% -4.0%
-7.0% -4.0%
-5.0% -2.0%
-6.0% -2.0%
-1.0% -2.0%
0.5% -2.0%
8.0% 6.0%
5.0% 5.0%
40.0% 30.0%
2.0% -2.0%
-6.0% -2.0%
-1.5% 0.2%




We asked a few General Man-
agers from around the coun-
try to share with us, and you,
their views of the industry.
This time we quizzed:

Tom Robinson.
GM, WXGNM Inc.'s WXGM-AN/FM Nortolk

Todd Scott
GM, Great Scott Broadcasiing's WPAZ-AM
Pousiown-Reading, PA

William O’Shaughnessy,
GM, Whitney Radio’s WRTN-FM, WVOX-AM
Westchester, NY

How much do you value Arbitron
ratings and why?

Robinson We don’t subscribe to them, so |
can’t use the ratings. It’s a pretty good sized
chunk of money for me to get anything that’s
substantial. I've seen us 19-20-21 in the mar-
ket, not too bad out of 40 stations considering
we only cover part of the market. You’ve got
to be realistic about this. An agency is going
to look at us and say, “We're covering it by
already buying four or five deep.” So what
does it pay for me to spend $12K or $15K to
get Arbitron for them to tell me that when
they’ll tell me that without buying it?

Scott [ don't value Arbitron ratings atall because
Arbitron ratings are arbitrary. I don’t think they
show the mark of a station’s true popularity in
most cases. However, because of the lack of a
better measuring stick, clients as well as people
in the radio business tend 10 use them.
O’Shaughnessy Occasionally we run afoul

of a Roseanne Roseanneadana time buyer
10

who doesn't know the difference between
Bronxville and Bridgeport. And thus every
once in awhile we'll have 10 scramble 1o get
WVOX and WRTN on a buy. But because
Wesichester is in rthe heart of the Eastern
Establishment and because our stations ai
sui generis, we usually prevail at the client
level. So the value of Arbitron “ratings” has
always been de minimus in such a robust,
complex and sophisticated area

Do you think Arbitron poses a fair
and efficient way of measuring
listening? Why?

Robinson No. They never have. I don't think
their methodology is that good. But they’re the
only game in town. You can't interview a
thousand people and tell me that’s what every-
body in the area thinks about A, Band C. I don’t
know where they get these statistical numbers
from, butto me, the sample size is just toosmall.
Scott We don’tuse them o sell ourstations. Our
station doesn’t even show up in the Arbitrons.
I's not highly rated. If our station were number
one, we'd use Arbitron all the time.
O’Shaughnessy I’s not a question of whether
Arbitron is “fair” or “efficient.” They'’re the
only game in town. And for this predicament
broadcasters have only ourselves 1o blame.
“Grown-up” adultstations don’t stand a chance
with their diary methodology. Our substan-
tial, upscale listeners really don’t have the
time to maintain a “diary” in this high-tech,
electronic, speeded-up day and age. Thus,
the only ones vou get are those few odd souls
who don’t really have much of a life. It’s a
greal exercise, 1 expect, for the Howard
Stern aficionados or teenage groupies trying
to ingratiate themselves with the rock or
shock jocks. The late critic John Crosby
once accused television of making the same
mistake as radio: ignoring the intelligent.

How much do local advertisers look
at your ratings for making their
buying decisions?

Robinson Very seldom, and we're very fortu-
nate. As we go lurther into the Newport News-
Hampton area to sell, it becomes more of an
issue than it does right here in my home
backyard of Gloucester-Matthews-Middlesex-
West Point. A lot of people are bright enough 1o
realize that they’re buyving us © reach a certain
target audience. And that's what we provide to
them—if they buy us right, it’s going 1o work.
Scott If our advertisers went by ratings, then

www.rbr.com

By Carl Marcucgj

they couldn'taltord the station they wanted o
buy. The truth is that local, small broadcasiers
like ourselves make as much or more of an
impact lor the dollar than the larger, higher:
ranked stations do in the market. And that's
because we re localized 10 the mux

O’Shaughnessy They know the rhythm and
dynamics of their regional markeiplace and
thus are much more influenced by the stand:
ing, reputation, commitment, longevity, lin:
eage and history of a particular station. 1ocal
marketers—he smart ones—base their strate-
gic media decisions on what a station reall
stands for. Incidentally, it also helps that most
of our competitors and colleagues have fallen
to speculators and absentee owners. In othes
words, “staying power” counts for a great deal.

How did you get in radio?

Robinson I always wanted 10 do it. When [
was in high school, I went 1o the National
Academy of Broadcasting. T got my first job in
radio in Clarksburg, WV at WBOY-AM in 1965
and I've been in it ever since. My dream was
to always own my own radio station, and, I do!
Scott My father [Herbert] was in radio, my
three brothers were in radio—so I guess it's in
my DNA structure. My father started WPAZ in
Poutstown about 60 years ago. e and my
mother, Faye Scott saved every nickel that
they thought they ever had. He died in 1986
with a small group of radio stations worth
about $8M. And here we are in 2001. My
mother runs Great Scott Broadcasting and it's
a $40M company now.

O’Shaughnessy Martin Stone, the televi
sion pioneer (“Howdy Doody” and “Author
Meets Critic”) hired me in 1957 at the age of
18 1o sell ads for WVIP, a pristine jewel of a
radio station in Mount Kisco, NY—one of
America’s first suburban stations that did
more than play background music. We had
three salesmen and a manager. But some-
how, with sheer guile, and incredible Irish
luck, I brought in almost 70% of the first year's
billings. I also used to do traffic reports (from
‘Mobile #6!") and empty wastebaskets ©
supplement my $65 weekly draw. Then I
went (o the mighty \WNEW, of sainted memory,
and, during their halcyon days, became assis-
tant o the legendarv John Van Buren
Sullivan before coming back to the suburbs
as a GM for the Herald Tribune Radio Net-
work founded by Mr. Stone, ambassador (0
England John Hay “Jock” Whitney and the
publisher Walter Nelson Thayer.
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Format trends:
Fall 1997-2000

he Urban format category has
een the biggest gainer among 14
srmat groups over the past four
ears. This has been in part due to
ne proliteration of the Urban Old-
| es format, which, despite showing
ome signs of wear recently, has still
rought a considerable number of
steners (o the category as a whole.
- -
Rated

News-Talk Rank Stns
Fall 1997 1 686
Fall 1998 1 699
Fall 1999 1 699
Fall 2000 1 726
Change, last four years
Rated
AC Rank Stns
Fall 1997 2 592
Falt 1998 2 606
Fall 1999 2 609
Fall 2000 2 617
Change, last four years
Rated
CHR Rank Stns
Fall 1997 4 269
Fall 1998 4 298
Fall 1999 3 329
Fall 2000 3 359
Change, last four years
Rated
Country Rank Stns
Fall 1997 3 632
Fall 1998 3 622
Fall 1999 4 617
Fall 2000 4 626
Change, last four years
Rated
Urban Rank Stns
Fall 1997 5 255
i Fall 1998 5 264
Fall 1999 5 307
Fall 2000 5 315
Change, last four years
| Rated
Spanish Rank Stns
| Fall 1997 8 230
: Fall 1998 6 245
Fall 1999 6 275
Fall 2000 6 294
Change, last four years
Rated
Classic Rock Rank Stns
Fall 1997 9 255
| Fall 1998 8 288
. Fall 1999 7 308
| Fall 2000 7 327

| Change, last four years

/25/01 RBR

The resurgence of CHR as a
strong format is a notable. After a
lengthy stay in the doldrums in
the early to middle 90s, it has
come back with a vengeance,
gaining a 1.2% increase in audi-
ence share over the period. There
seem to be three victims: Adult
Contemporary, down 1.0% (CHR
may have grabbed listeners from
Hot AC stations), Alternative
down 0.7%, and Rock, down 0.4%.

Stn Pct

Pct chng chng
15.3

15.4 +13 +0.1

15.1 0 -0.3

15.9 +27 +0.8

+40 +0.6

Stn Pct

Pct chng chng
15.0

14.8 +14 -0.2

14.5 +3 -0.3

14.0 +8 -0.5

+25 -1.0

Stn Pct

Pct chng chng
10.1

10.6 +29 +0.5

11.7 +31 +0.9

11.3 +30 -0.4

+90 +1.2

Stn Pct

Pct chng chng
12.5

11.6 -10 -0.9

10.9 -5 -0.7

11.0 +9 +0.1

-6 -1.5

Stn Pct

Pct chng chng
8.9

9.7 +9 +0.8

10.3 +43 +0.6

10.5 +8 +0.5

+60 +1.6

Stn Pct

Pct chng chng
5.6

6.1 +15 +0.5

6.8 +30 +0.7

6.6 +19 -0.2

+64 +1.0

Stn Pct

Pct chng chng
5.4

5.7 +33 +0.3

5.7 +20 0.0

6.0 +19 +0.3

+72 +0.6
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The Rock category is getting it
from both ends, also losing listeners
to Classic Rock-Classic Hits stations,
which is up 0.6%. The Classics may
also be pulling listeners away from
traditional Oldies stations.

The Spanish formats, like the
Hispanic population, are expe-
riencing strong growth.

Country is in one of its down
cycles, but perhaps has tumed the
comer with an as-modest-as-you- |

Rated
Oldies Rank Stns
Fall 1997 6 314
Fall 1998 7 318
Fall 1999 9 296
Fall 2000 8 310
Change, last four years

Rated
Rock Rank Stns
Fall 1997 7 234
Fall 1998 9 222
Fall 1999 8 234
Fall 2000 9 242
Change, last four years

Rated
Alternative Rank Stns
Fall 1997 10 175
Fall 1998 10 167
Fall 1999 10 153
Fall 2000 10 155
Change, last four years

Rated
Standards Rank Stns
Fali 1997 11 273
Fall 1998 11 266
Fall 1999 11 254
Fall 2000 11 262
Change, last four years

Rated
Religion Rank Stns
Fall 1997 13 324
Fali 1998 13 334
Fall 1999 12 345
Fall 2000 12 349

Change, last four years

Rated
Smooth Jazz Rank Stns
Fall 1997 12 77
Fall 1998 12 74
Fall 1999 13 66
Fall 2000 13 64
Change, last four years -
Rated
Classical Rank Stns
Fall 1997 14 32
Fall 1998 14 31
Fall 1999 14 32
Fall 2000 14 28

Change, last four years

can get gain of 0.1% between 1999
and 2000. Since 1997, its down 1.5%.

The Standards format is begin-
ningtoshow serioussigns of aging.
Itsnumbersin the 35-64 age bracket
are worse than its overall 12+ num-
ber, indicating that most of its
listeners are (not surprisingly) aged
65 or older. It will increasingly
become even more of a niche
format than it is already. It's lost
0.8% over the four year period —DS

Stn Pct
Pct chng chng
6.2 .
6.0 +4 -0.2 |
5.4 -22 -0.6
5.4 +14 0.0
-4 0.8 |
|
Stn Pct
Pct chng chng |
57
5.1 -12 -0.6 |
5.4 +12 +0.3
5.3 +8 -0.1 |
+8 -0.4
Stn Pct |‘
Pct chng chng |
4.9
4.7 -8 -0.2
4.4 -14 -0.3
4.2 +2 0.2 |
-20 0.7 |
Stn Pct
Pct chng chng
3.9
3.5 -7 -0.4
3.2 -12 -0.3
3.1 +8 -0.1
-1 -0.8 }
Stn Pct
Pct chng chng
2.4
2.4 +10 0.0
2.5 +11 +0.1
2.6 +4 +0.1 |
+25 +0.2
Stn Pct
Pct chng chng ‘
2.8
27 -3 -0.1
2.5 -8 -0.2 |
2.5 -2 0.0
-13 -0.3 |
Stn Pct |
Pct chng chng
1.4
1.4 -1 0.0
1.5 +1 +0.1 1
1.4 -4 -0.1
-4 0.0 |
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 one of the two big US

independent sources—it appears
* Kamuzin didtsucceedinmaking
- adeal with Univision (N:UVN) and
is now focusing on Telemundo, a
privately owned company whose

big stake owners incdude Sony

(N:SNE)and AT&T-controlled (N-T)
Liberty Media Group (N-IMGa).
Mels interest in Hispanic media
ishardly a secret. He said lastmonth
at Viacom’s annual shareholder
meeting that the company was
but wamed that current“astronon-
cal multiples” could make a dea!
unattractive—at least for now.

television
 networks that broadcastin Spanish.
 Ifthe umors are comrect—and they
 seem 1o be coming from muliiple:

Sun sets, Word is up
in Tampa

Salem Communications (O:SALM)
is bringing “The Word” to Tampa
Bay. Beginning 7,16, Salem’s Chris-
tian Talk Teaching format will be-
gin airing on 570 kHz and 910
kHz. The lauer is alreadv owned
by Salem. but the former, WTBN-
AM, is being purchased from Mark
Jorgenson’s Concord Media
Group for $6.75M\. The WSUN call
letters have moved around the
AM band in recent years in the
Tampa Bay market, but will disap-
pear (although Cox will still have
WSUN-FM)asthe 910slot switches
to WTWD and Salem christens the
WTWD-WTBN simulcast “Central

Florida’s Word.” Roy Taylor will
be GM for the duo.

RBR observation: Both sig-
nals do a great job of covering
the waters of Tampa Bay, but the
570 signal does a lot better job in
the northwestern portions of the
market, including Clearwaterand
environs. The 910 signal’'s
strength lies to the northeast,
where there’s notas much popu-
lation yet, but plenty of new
subdivisions popping up.

Ratings services differ
on Salem’s outlook

It’s unusual to see the two big
bond rating firms take such dif-
fering views on a company’s

The Free Lance-Star
Publishing Company

Fredericksbvurg, Virginia

has agreed to purchase the assets of radio station

WWUZ-FM

Bowling Green, Virginia

rom

Rappahannock
Communications, Inc.

$2.15 Million Cash

Mitt Younts o?/‘ Media Services Group
represented the Free Lance-Star
in this transaction.

6802 Patterson Ave., Richmond, VA 23226
Tel: (804) 282-5561 Fax: (804) 282-5703
E-mail: mittyounts@cs.com

Media Services Group

www.mediaservicesgroup.com

by Jack Messmer

prospects, but it does illustrate |
theirindependence. Moody’s In-
vestors Service issued its rating
on a proposed $150M bond sale
by Salem Communications
(RBR6/18, p. 15) last week (6,
18) and declared the
company’s outlook “positive.”
Just two days later (6/20), Stan-
dard & Poor’s put out its rating
and lowered its outlook for Sa- |
lem from “stable” to “negative.
In its “positive” assessment,
Moody’s cited the Religious
broadcaster’s advantages over
other radio groups in the cur-
rent economic climate: “By vir-
tue of its mix of block program-
ming and local advertising, the
company’s cash flows have been
less vulnerable to the recent
deterioration in overall radio
revenues which has been pri-
marily driven by the decline in
national advertising,” said
Moody’s. “Notably. block pro-
gramming is over 40% of Salem’s
total revenues and realizes
greater than 90% renewal rates
Salem’s local advertising is also
significant—36% of total rev-
enues are local and 5% are na-
tional. In addition, Salem benefits
from its leading position in the
religious radio niche, which is
characterized by the absence of a
significant competitor; its role as
the programmer of numerous
affiliate stations; and its represen-
tation in top radio markets.
Standard & Poor’s agreed that
Salem’s block programming
sales provide a revenue source
that is “less volatile than spot
advertising.” But S&P savs it
based the negative outlook on
“increased concern about
Salem’s high leverage, prospects
for key credit measure improve-
ment amid ongoing acquisition
activity, and new station devel-
opment.” In addition, the rat-
ings service added, “Salem also
faces tightening bank faciliry
financial covenants that could

limit liquidity in the event of
01 RBR
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operating weakness.”
Despite their differences on

. the outlook for Salem, the rival

firms’ actual ratings are quite
similar. Moody’s assigned a B3
rating to the proposed $150 is-

i sue of 10-year senior subordi-

&

nated notes. That’s the same
high-yield (or “junk bond”) rat-
ing as Salem’s current senior
subordinated notes which
come due in 2007 (paying 9.5%
on $100M face value). S&P
assigned a rating of B- to the
new bonds—also the same as
its existing bonds.

Cumulus sets price, LM
buys WSTL-FM

Lynn Martin’s LM Communi-
cations has filed with the FCC to
buy WSTL-FM from Jack
Mortenson’s Mortenson Broad-
casting Company for $4.8M. The
contract filed with the FCC
wasn’t between Mortenson and
LM, however, but rather be-
tween Mortenson and Cumulus
Media (O:CMLS). Martin exer-
cised an existing right of first
refusal to buy the station after
Cumulus gave Mortenson a
signed contract.

In order to buy WSTL, which
has a CP to upgrade from Class
A on 100.7 mHz to Class C2 on
92.1 mHz, Martin will have to
give up part of his pending deal
to buy both WBTF-FM and
WLXO-FM from Blue Chip
Broadcasting. LM’s FCC appli-
cation states that WLXO is being
sold to “a third party.”

RBR observation: Cumulus
could still get something out of
this deal. It is the most logical
buyer for WXLO. It appears that
a couple of the Class A signals
that Cumulus already has in the
Lexington marketdon’t have city-
grade overlaps with W1.XO—so
Cumulus could legally own five
FMs in the market.

Dame gets Halfway
from Gemini

Halfway, MD is little more
than a crossroads which is
apparently halfway between

two places that someone at
/25/01 RBR

some time considered more
important. The tiny hamlet
hear Hagerstown, MD is how-
ever, the city of license for
WHAG-AM & WQCM-FM,
which Al Dame’s latest com-
pany, Dame Broadcasting LLC,
is buying for $3.4M. That will
give Dame five stations
in the Hagerstown, MD-
Chambersburg-Waynesboro,
PA market and a total of 13 in
three markets. The seller is

headed by James Albright.
Broker: Dick Kozacko,
Kozacko Media Services

Shockley price is $7.5M

The contract filed with the FCC
shows that Duke Wright's
Midwest Communications is
paying $7.5M for Shockley’s
six-station superduopoly in the
Duluth, MN-Superior, WI mar-
ket (RBR 6/11, p. 12). Broker:

RBR observation: The radio
stations were excess assets when
Terryand Sandy Shockley sold
their broadcasting company to
Northern Communications, a new
entity created by Roger
Ohlrich’s Northern Investments,
in a tax-advantaged stock deal
for $160M. Five of the six TV
stations were then sold off to
Quincy Newspapers and the other
was sold back to the Shockleys.
The last assets to be dealt with

Gemini Broadcast Group, & Kalil & Co. were the radio stations.
The Radio B T ooy
Index™ Radio Business Report

Voice Of The Radio Broadeasting Industry”

The Radio Index™ is
bouncing around in a
directionless stock
market. The index
closed 6/20 at 211.632,
down 2.721 from a
week earlier.
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Transaction Digest

by Dave Seyler & Jack Messmer

The deals listed below were taken from recent FCG filings.

RBR’s Transaction Digest reports on all deals that involve assignment of a station license (FCC Form 314)
and substantial transfers of control of a licensee via a stock sale (FCC Form 315), but not internal corporate
restructurings (FCC Form 316). All deals are listed in descending order of sales price. Broker credits are

based on contracts filed with the FCC.

$7,500,000 KDAL AM & FM, KTCO-FM/
KRBR-FM, KXTP-AM & WDSM-AM Duluth-
Superior MN-W (Duluth MN/Superior W)
from Shockley Communications Acquisi-
tion Inc. (Roger C. Orlich, mgng member)
to Midwest Communications Inc. (Duey E.
Wright). $350K escrow, balance in cash at
closing. Seller is responsible for making
sure that concerns by the US Federal Emer-
gency Management Agency (FEMA) con-
cerninga leaking underground storage tank
at seller’s tower location are remediated. If
not, sale price will be reduced by the fair
appraised value or tax value of the site, and
a leasing arrangement will be entered into.
Existing superduopoly. LMA since 5/31.

$6,750,000 WIBN-AM Tampa-St. Petersburg
(Pinellas Park FL) trom Synchronous Media Group
Inc., a subsidiary of Condord Media Group (Mark
W Jorgenson), and Mark W. Jorgenson, Guaran-
tor 1o SCA License Corp. (Stuarnt Epperson. Ed
Atsinger). a subsidiary of Salem Communications
(O:SALM). $6.25M for station to Concord, and
$500K to Jorgenson, Guarantor for real estate
associated with transmitter location. Buver will
also loan $300K to Concord. Duopoly with
WTWD-AM. LMA to begin 7/16.

$4,800,000 WSTL-FM Lexingion-Favetue KY
(Carlisle) from Mortenson Broadcasting Co.
(Jack Mortenson) to L.M. Communications of
Kentucky LLC (Lynn M. Martin). $500K es-
crow, balance in cash at closing.

Superduopoly with WLXG-AM, WGKS-FM
WCDA-FM & WBTF-FM. Buyer has pending
deal to acquire WBTF-FM & WLXO-FM from
Blue Chip Broadcasting, which, with this deal |
for WSTL-FM, would put it over the local
ownership cap. Blue Chip is going to reapply
to sell WLXO-FM to a third party. Mortenson
originally agreed to sell WSTL to Cumulus
Licensing Corp. L.M. exercised a right of first
refusal to acquire station. LMA since 6/7.

$1,300,000 WVVV-FM Williamstown WV
from Williamstown Broadcasting LLC (Ronald
K. Bishop) to Bennco Inc. (William E. Benns
111, Ronald & Melissa Bishop, Roger F. Weigle,
Barkara K. Peel). Seller will transfer station to
seller with its prior ownership lineup (Benns,
Weigle and Peel, each with 33.3%) for $1.3M.
Seller will. on the first business day of 2002,
purchase a 25% stake in stock of the buyer
in equal amounts from each of the prior
owners, so that Benns, Weigle, Peel and the
Bishops each own 25%. The stock will cost
$325K ($25K cash, $300K note).

$975,000 WODX-AM & WMIB-AM CP (1660
kHz) Ft. Mvers-Naples FL (Marco Island)
from Cos-Star Broadcasting Corp. (Patrick J.
Costa), part of the Costa-Eagle Radio group
to All Financial Network Inc. (David M
Fleisher). $40K escrow, balance in cash at
closing. LMA since 5/4. Earlier deal selling
stations to Community Broadcasting Corp.
was not consummated (RBR 8/28/00, p.14).
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Radio One joins Emmis at
the head of the class

Lehman Bros. analyst Bill
Meyers has updated his “Rat-
ings Report Card,” based on
Winter 2001 Arbitron num-
bers, and moved Radio One
uptoan A- (froma B+), match-
ing Emmis Communications
(RBR 4/23, p.17) as star pupil.

“We again focus on radio
ratings share as an important
predictor of relative revenue
growth, cash flow and, ulti-
mately, equity price perfor-

mance,” Professor Meyers
wrote in this month’s up-
date. “Put simply, a station
with improving ratings
should generate above aver-
age revenue growth as ad-
vertisers pay more for greater
reach. Of course, the oppo-
site is true as well.”

Meyers has been vocal in
recent years about the nega-
tive impact on ratings from
excessive commercial clutter
and notes evidence from the
ratings numbers to support
his fight against clutter.

“Cox Radio’s track record
of buying stations and reduc-
ing commercial units illus-
trates this phenomenon. For
example, Cox Radio acquired
KKBQ-FM Houston from Clear

Channe! Communications

in late August 2000 and
immediately slashed its
commercial load from 23

minutes per hour to eight
minutes. Station ratings have

8/25/01 RBR

improved from 2.4 (Summer
2000) to 2.6 (Fall 2000) to 3.2
(winter 2001),” he wrote.
“Likewise, Radio One pur-
chased Clear Channel stations
suffering from deal fatigue.
Since that period of unit-load
saturation, the properties have
realized strong ratings im-
provement. Specifically, the
acquired properties’ ratings
climbed 12% in fall 2000 and
13.9% in winter 2001, sharply
reversing declines from the
two prior periods.’

Although Cox hasn’t yet
moved up to the head of the
class, Meyers likes the way
Bob Neil and company oper-
ate: “Given Cox Radio’s turn-
around strategy of investing |
in underperforming proper-
ties and cutting their clutter
loads, we do not find it sur-
prising that clutter in the
company’s three largest mar-
kets—Atlanta, Houston and
Miami—is on the decline. We
note that the clutter decreases
were most dramatic in the
period following Cox’s recent
acquisitions in these markets.”

As the chart indicates,
Meyers has added a couple
of groups to his class—
Beasley and Saga—and ex-
cused two others—Hispanic
Broadcasting Corp. and Span-
ish Broadcasting System.
Mevyers explained that he de-
cided to suspend ratings of
the two big Spanish radio
groups “due to the large num-
ber of stations in the process
of being relaunched.”

In assigning grades, the
Lehman Bros. analyst uses a
weighted relative performance
(each individual company’s per- |
formance minus the industry
average) over the past four rat-
ings books. Meyers then assigns
a grade of A for improvement of
5% or better, A- for 3-5%, B+ for
1-3%, B for =1% to +1%, B- for
—3-1% and C for anything be-
low —3%. He was able to get
data for all of the markets with
Infinity stations, but the per-
centage of total revenue cov-
ered for the other groups ranged
from 64% for Saga to 99% for
Emmis and Entercom.

www.rbr.com

“Overall, most companies
maintained their previous
grades or moved up/down one
level,” Meyers noted. “Emmis
and Radio One received the
top grades this quarter (A-),
with Emmis returning as a
repeat performer and Radio
One moving up a notch from the
previous book. Emmis’ perfor-
mance was driven by near
double-digit ratings growth in its
two biggest markets—New York
and Los Angeles—while Radio
One was buoyed by the contin-
ued strength of its recently ac-
quired Clear Channel proper-
ties, which saw ratings improve
14% in the most recent book.”

The analyst also had praise
for those in the next level:
“Cox Radio (B+) maintained
its streak of positive perfor-
mances, with at least nine con-
secutive books of ratings im-
provement—all within the con-
text of a flat-to-down industry
environment. Houston’s supe-
rior performance (ratings im-
proved a staggering 50%-plus)
was a consequence of slashing
KKBQ-FM's commercial loads
from 23 units per hour to eight
units. Similarly, Infinity Broad-
casting (B+) maintained its
streak of positive performances

(four and counting), with gains |

in six of its top 10 markets.”

Meyers appears to be hold-
ing out hopes for improve-
ment from the rest of the class:
“Clear Channel (B-) main-
tained its grade, although it
generated sequential growth
(Fall 2000-Winter 2001) in
seven of its top 10 markets,
positioning it to move higher
in subsequent periods.
Entercom Communications (B-)
and Citadel Communications
(B-) both declined a notch.
We believe format changes at
approximately eight of
Entercom’s 95 stations were
partly responsible for the
drop, while we attribute
Citadel’s modest decline
part to deal fatigue.”

As for the new kids:
“Saga Communications (B)
was introduced into our
analysis with a rating on
par with the industry, while
Beasley Broadcast Group
(C) entered with a below-
average rating, resulting in
part from format changes
in two of its top four mar-
kets. However, recent
trends are encouraging.”

There is, of course, no
graduation from this Uni-
versity of Higher Ratings,
so we’'ll continue to check
back for updates from
Professor Meyers.

in

Bill Meyers’ Ratings Report Card

Company

. Beasley (O:BBGI)

. Citadel (O:CITC)

. Clear Channel(N:CCU)
Cox Radio (N:CXR)

‘ Emmis (O:EMMS)

' Entercom (N:ETM)

| Hispanic (N:HSP)

- Infinity/Viacom (N:VIA)
. Radio One (O:ROIA)

| Saga (A:SGA)

. Spanish (O:SBSA)

ll Source: Lehman Bros.

Fall 2000 Winter 2001

NA C
B B-
B- B-
B+ B+
A- A-
B B-
C NA
B+ B+
B+ A-
NA B
€ NA
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