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Beforethe
COPYRIGHT ROYALTY JUDGES
Washington, DC

In the Matter of

)

)
Phasell Distribution of the 1998 ) Docket No. 2008-1
and 1999 Cable Royalty Funds ) CRB CD 1998-1999 (Phasel1)
)

WRITTEN DIRECT STATEMENT OF THE SETTLING DEVOTIONAL
CLAIMANTS

Pursuant to 17 U.S.C. 8 803(b)(6), section 37 C.E.B51.4, the rules of the Copyright
Royalty Judges (the “Judges” or the “Board”), amel dudges’ July 25, 2013, Order Settling
Deadline for Filing Written Direct Statements, Ammeing Discovery Period, and Requiring
Settlement Conference, the Settling Devotionalr@aits (“SDC”} hereby submit their Written
Direct Statement in connection with the above-egieed proceeding to determine the Phase I

distribution of the 1999 cable royalty funds atirtdble to syndicated devotional programming.

INTRODUCTORY COMMENTS
The SDC settled with NAB-represented devotionainslnts, Liberty Broadcasting
Network, Inc. and Family Worship Center Church,. lmie a confidential basis. Those claims are
not included in the SDC'’s direct case.
Additionally, the only other party participating this case is Independent Producers
Group (“IPG”), as putative agent for several demadil claimants. The entitlement of all

devotional claimants represented by IPG derivas fctaims filed by IPG under the names of

! The term, “Settling Devotional Claimants” or “SD&s used herein includes the following claimafitse
Christian Broadcasting Network, Inc., Coral Ridgaigtries Media, Inc., Crystal Cathedral Ministriésc., In
Touch Ministries, Inc., and Oral Roberts Evangaligssociation, Inc.



Artist Collection Group (“ACG”) and Worldwide Sulasi Group (“WSG”). The former was a
California company and the latter is a Texas CompaACG subsequently merged into WSG,
also known as IPG. The ACG/WSG claims filed fovateonal claimants contain egregious
fraudulent misrepresentations, which will be exgtbby the SDC during the portion of this
proceeding dedicated to determining whether vdadres have been filed.

As explored in the 2000-2003 Phase Il proceedimgwitness and former owner of IPG,
Raul Galaz, pled guilty to a felony for filing fal€laims in connection with the 1995 and 1996
royalty periods. Mr. Galaz claimed that his rolesspersonal and should not bear on the legal
status of IPG. Among the entities in whose narfadse claim was filed and was paid to Mr.
Galaz was Tracee Productions. Mr. Galaz has stegyass liability for the fraudulent claim in
the name of Tracee Productions was his alone amaddhave no impact on IPGdowever, in
connection with the 1999 claim for ACG/WSG, Tracee Productions was listed as a claimant.
This directly implicates IPG in the fraud and shibdisqualify IPG as a claimant representative
in this proceeding and all future royalty proceggin

Additionally, for 1999, IPG made claim for AdvesttMedia Center Productions, a non-
existent entity alleged to be in the Devotionali@knts category and owner of the TV series It
Is Written. It Is Written, Inc., producer of “Is Written,” expressly disavowed any authority of
IPG to represent it. This fraudulent claim in trexvotional category is further grounds for
formal dismissal of IPG as a representative inanid future cases.

Finally, IPG has notified the SDC that in the 1@®8ceeding it asserts claims for Willie
Wilson Productions and St. Jude's Hospital. Théw is a commercial, for-profit entity whose
program, “Singsation!,” is not properly part of thevotional category. Similarly, the St. Jude

programs are infomercials, not religious shows, motdpart of the Devotional Category. The



mere fact that the producer has "St." in the ttl¢he program title references religious stories
does not convert the content to religious prograngmany more than the off-network TV series,
“St. Elsewhere,” or the movie “The Ten CommandménBecause none of the religious
ministries asserted to be represented by IPG snctse filed independent petitions to participate,

all must be dismissed.

SUMMARY OF THE SDC TESTIMONY
|. Testimony of Direct Witnesses
A. Testimony of Alan Whitt
Alan G. Whitt, owner of IT Processing, has an extensive edutatand
professional career in management and processilagge data files and related computer
programming. He holds degrees in computer sciandgechnology of management. After
forming IT Processing, Mr. Whitt was retained bg tlotion Picture Association of
America ("MPAA") to work with MPAA data in copyrighroyalty matters. The MPAA
allowed Mr. Whitt to prepare a report of distamgr&l viewing data of devotional programs,
derived from a selected list of TV stations cholsgiMarsha Kessler. Mr. Whitt's report for
the SDC consists of the results of viewing to dewatl programs drawn from Nielsen
Company diary data in distant cable households. Whitt correlated Nielsen quarter hour

data to Tribune Media's television program listifgsthe Kessler stations. The IT

2 Moreover, on November 22, 2013, the SDC filed aiomoto subpoena testimony in
connection with IPG's claims for Eagle Mountairehmiational Church ("EMIC") and World
Healing Center Church ("WHCC"). As noted, serioussjions regarding IPG's claims for
EMIC and WHCC are set forth, and discovery is nddukfore the IPG's entitlement to assert
them can be determined.



Processing report was provided to the SDC in 20@bveas reviewed by John Sanders for
purposes of providing relative market valuationthef SDC and IPG programs.
B. Testimony of John S. Sanders

John S. Sandersis a principal in the firm of Bond & Pecaro, InBrior to joining
Bond & Pecaro, Mr. Sanders was Manager, Appraisalg with Frazier, Gross & Kadlec,
Inc. Mr. Sanders has been involved actively irhidatr market valuations and asset
appraisals of more than 2,500 television, radiodliee and wireless cable, radio common
carrier, newspaper and related communications bsses. He regularly provides expert
testimony in local, state, and federal courts, el &s in arbitration and regulatory
proceedings.

Mr. Sanders will discuss the 1999 Devotional Prograng survey of distant viewing
prepared by IT Processing, as well as other Nielsmming data, to derive a relative market
value and share for the SDC and IPG programming. Sdnders will also discuss research
methodologies relevant to the allocation of sharmasng valid royalty claimants and the
determination of the relative market value of dewwl programs. He will provide an
analytic framework to support the appropriate dstion of the 1999 funds to the SDC and

IPG this Phase Il proceeding.

II. Record Evidence Designated by Reference
The Settling Devotional Claimants designate thieowahg additional record testimony
from the 1998-99 Phase | Proceeding (In the Matté&istribution of 1998 and 1999 Cable
Royalty Funds, Docket No. 2001-8 CARP CD 98-99):
A. Marsha Kessler: June 2, 2003 (pp. 6347-6454); 3u@603 (pp. 6456-6613);

July 14, 2003 (pp. 9478-9491); and July 15, 20Q8B §724-9753);
B. Paul Lindstrom: June 9, 2003 (7175-7445);



C.

Paul Donato: June 9, 2003 (pp. 7445-7520).

The Settling Devotional Claimants also designageftiiowing additional record

testimony from the 2000-2003 Phase Il Proceedinghi@ Matter of Distribution of 2000, 2001,

2002, and 2003 Cable Royalty Funds, Docket No. ZDGRB CD 2000-2003):

A.

nmoow

Marsha Kessler: June 3, 2013 (pp. 101-218);

Paul Lindstrom: June 3, 2013 (pp. 280-324); ana Jur2013 (pp. 368-433);
Dr. William Brown: June 6, 2013 (pp. 1364-1420);

Jonda Martin: June 3, 2013 (pp. 219-236);

Kelvin Patterson: June 3, 2013 (pp. 237-280);

Alan Whitt: June 6, 2013 (pp. 1346-1363).

CLAIM OF THE SETTLING DEVOTIONAL CLAIMANTS

Because it is the representative of the only valgmants in this case, the SDC seek

100% of the royalties in the Devotional Claimartegary.

Further, the SDC has presented John Sanders’'ssmalyrelative fair market value,

which it proposes as the basis for allocating shafany IPG-represented entities are entitled to

any portion of the 1999 pool of devotional claingmoyalties. The division of the parties by

shares is as follows:

The SDC - 81.5%
IPG - 18.5%

If one or more of the IPG-represented entitiedisgualified, the SDC share shall

increase proportionately.
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CERTIFICATE OF SERVICE

I, Victoria N. Lynch, hereby certify that a copy of the foregoing “WRITTEN DIRECT
STATEMENT OF THE SETTLING DEVOTIONAL CLAIMANTS” was sent overnight
delivery via Federal Express, and sent electronically, this ond day of December, 2013 to the
following:

INDEPENDENT PRODUCERS GROUP
Brian D. Boydston

Pick & Boydston, LLP

10786 Le Conte Avenue

Los Angeles, CA 90024
brianb@jix.netcom.com

Victoria N. Lynch
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Testimony of Alan G. Whitt
My name is Alan G. Whitt and | am testifying on b#lof the Settling Devotional
Claimants (“SDC”) in this proceeding.

l. Professional Background

A. Work and Education History

Between 1963 and 1967 | served in the United Stddey, attaining the rank of'%class
petty officer in the data processing area, my fpiecduties were computer operator. From
1967-1969, | attended Montgomery College in Rod&yMD., graduating with an AA degree in
Computer Science (with honors). Then, in the betwE974-1981, while working for the Board
of Governors of the Federal Reserve System, | @iThe American University (Washington,
DC) on a part-time basis, graduating with a B.STechnology of Management. In my course of
study, | majored in computer application systemgieand database design. During this period,
| also took a number of graduate-level coursebése fields.

| worked for the Board of Governors of the Fed&aterve System for 31 years, during
the time period 1969-2000. When | retired in 200teld the title Supervisory Information
Systems Analyst. In my work at the Federal Resdrwas Project Leader and Programmer on

numerous large programming projects including:

1. Goldwire. Goldwire is a system that must balance the golerves at the 37
Federal Reserve Banks and branches at the enef leanking business day.
This work, done in conjunction with the U.S. TregsDepartment, monitors the
business of selling U.S. Treasury bonds and hilteeFederal Reserve Banks. |

earned a Letter of Commendation for my work on @Gaiel.



2. UBPR and BHCPR. The Uniform Bank Performance Report (UBPR) and the
Bank Holding Company Performance Report (BHCPR) are two systems that
produced reports on a quarterly basis for all state chartered banks and all bank
holding companies in the U.S. These systems chart performance by institutions
measured against their peers to show how well they are operating. Each Report
contained in excess of twenty pages of statistics data for both current and
historical quarters. I was awarded a Special Bonus for this work.

3. Savings and Loan Crisis 1989-1991. During the financial crisis of 1989-1991, 1
served as Project Leader of all saving and loans crisis reporting. During this time,
I programmed and designed, in conjunction with economists, daily reports on the
condition of all savingé and loans institutions iﬁ the U.S. T was awarded a Special
Bonus for this work.

4. Bank Overdraft Project. The Bank Overdraft Project (BOP) was multi-year study
of vulnerability of large banks to systemic failure. Iserved as the Project Leader
of BOP. This Project involved processing massive amounts of data from
automated national and international clearing houses for bank-to-bank electronic
transfers of funds. I was awarded a Special Bonus for this work.

B. IT PROCESSING LLC

After retiring from the Federal Reserve in 2000, I formed a new company, IT Processing
LLC (“IT Processing”). IT Processing was formed to capitalize on my extensive expertise in
handling massive data projects. 1 was experienced in both software and computer operations that
allowed for millions of unique items of data to be accurately and efficiently entered and

analyzed. After formation of the company, I was retained by the MPAA subject to a




confidentiality agreement to process large data files consisting of cable and satellite copyright
royalty programming and viewing associated with claims filed with the Copyright Royalty
Arbitration Panels (CARP) and Copyright Royalty Board (CRB). My work with MPAA ended
in 2011. In this proceeding I am testifying on behalf of the SDC. I am not currently employed
by or a consultant to MPAA.

I1. SDC Nielsen Devotional Household Viewing Hours Report

During the course of my work at IT Processing, I prepared for the SDC a report of

devotional claimants Houschold Viewing Hours. This report appears as Exhibit 1.
The report was derived from three sources:

1) programs on a sample of television stations chosen by Marsha Kessler, based on

where the signals were distant for cable copyright purposes;’

2) distant program viewing data for those programs from Nielsen’s six “sweep” months

of diary data (January, February, May, July , October and November); and

3) Tribune Media Services (“TMS”) database of TV program information (including

station, date, time, title, category, type and subtype, among other of information columns).

[ understand that MPAA reviewed the TMS database to ensure that programs listed as airing

actually aired.

! Using standards established by the parties to the copyright royalty cases, Ms. Kessler defined
the programs that qualified for copyright compulsory fees.




Also, at the time of my preparation of the report, Nielsen data did not specify date or
time; instead, each row is assigned a number from 1 to 96, with the number 1 representing the
6:00 AM time slot and 96 representing 5:45 AM the next day. Part of my task was to match the
Nielsen 1-96 numerical assignments with the TMS programming and time/date information.

For the SDC Nielsen Devotional HHVH Report, the reporting rows were selected by
identifying “Categories” with “Devotional” and/or a Subtype of “Religious.” In addition, rows
were selected if the title contained certain key character strings. The following is a complete list

of the charaoter‘ strings used in the selection of titles:
700 CLUB
AMAZING FACTS
RELIGIOUS
CATHOLIC
CHARLES STANLEY
CORAL RIDGE
CHRISTIAN
CRYSTAL CATHEDRAL
JAMES KENNEDY
GLORY OF

HOUR OF HEALING




LUTHERAN
HOUR OF POWER

IN TOUCH

IT IS WRITTEN

JERRY FALW

JOYCE MEYER

LIFE IN THE WORD
LISTEN AMERICA

LIVE FROM LIBERTY
MAKE YOUR DAY COUNT
MIRACLES NOW

OLD TIME GOSPEL

ORAL ROBERTS

PAT ROBINSON
MINISTRIES

REGINALD B. CHERRY

BIBLE CHURCH




ROBERT SCHULLER
RON PHILLIPS
SPEAK THE WORD
SUPER BOOK
SUPERBOOK
HOUSE OF DALLAS
T.D. JAKES

ZOLA LEVITT
FLYING HOUSE
SPUNKY

STORY TELLER
STORYTELLER
CBN

EASTER PROMISE
ONE CUBED

BILLY GRAHAM.

The selected rows were then aggregated by title and station summing the adjusted household

viewing hours from Nielsen.




DECLARATION OF ALAN G. WHITT

I declare under penalty of perjury that the foregoing testimony is true and correct and of

my personal knowledge.

Executed: December 2, 2013

A{M A Lﬁu%

Alan G. Whitt
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Testimony of John S. Sanders

My name is John S. Sanders and | am testifying on behalf of the Settling Devotional
Claimants ("SDC") in this proceeding. | have been requested to make a fair determination of the
relative fair market values of particular devotional television programs claimed by the parties in
the 1999 Phase Il Cable Royalty Distribution Proceeding. For the purposes of this analysis, “fair
market value” is defined as the price in cash or cash equivalents between a willing buyer and a
willing seller, both being fully informed and neither being under compulsion. Relative fair market
value is a similar concept, but is expressed as a percentage rather than a dollar amount. The
purpose of this analysis is to divide reasonably the royalty pool between SDC and Independent

Producers Group (“IPG”)."

L Professional Background - Work and Education History
| have been a Principal in the Washington, DC-based firm Bond & Pecaro, Inc. since 1986.
Bond & Pecaro, Inc. specializes in the appraisal of communications and media assets. Prior to

that, | was a manager with Frazier, Gross & Kadlec, Inc., where | worked from 1983 to 1986.

The distribution of programming royalties for distant signals distributed on cable
television and satellite systems is based upon a two phase process. In Phase I, the royalty
pool is allocated to eight broad program categories: program suppliers, joint sports
claimants, commercial television claimants, public television claimants, devotional
claimants (the subject of this analysis), Canadian claimants, music claimants, and National
Public Radio. For 1999, the Devotional Claimants allocated (based on a settlement) Phase
| share is 1.19375% of basic royalties and 0.90725 of the 3.75% pool. Distribution of 1998
and 1999 Cable Royalty Funds, Docket No. 2001-8 CARP CD 98-99, 69 Fed. Reg. 3606,
3620 (Jan. 26, 2004). In Phase II, the contents of each pool are then divided among each
of the constituent programming claimants. In other words, the Phase | procedure divides
the royalty pool into reasonably homogenous categories, whereas the Phase Il procedure
allocates the contents of that category based upon the programming it contains.
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Frazier, Gross & Kadlec, Inc. also specialized in the valuation of media and communication
assets.

During my career, | have actively participated in the appraisal of more than 3,000
communications and media businesses. Much of my work has been focused on the television
and cable industries and the appraisal of intangible assets such as customer and subscriber-
based assets, syndicated and feature film television programming, advertiser relationships, and
customer lists.

| graduated from Dickinson College with a B.A. Cum Laude (Honors) and a double major in
International Studies and Economics. | received an M.B.A. from the Colgate Darden Graduate
School of Business at the University of Virginia. 1 also hold the Accredited Senior Appraiser
(“ASA”) designation in the specialty of business valuation from the American Society of
Appraisers. Additional information on my background is provided in Appendix A.

Since 1983, | have worked on a regular basis for media companies such as Adelphia, Cable
One, CBS, Comcast, Fox, Nexstar, Sinclair, Time Warner and many others to perform economic
and valuation analyses. These analyses are employed for a variety of purposes including, but
not limited to, financial and tax reporting, mergers and acquisitions, financing, litigation
support, music rights fees and fixed asset management.

iL. Primary Materials Considered

In order to establish a comparative assessment of the relative fair market values of IPG
and SDC programming, | reviewed the recent decision of the Copyright Royalty Judges in the
2000-2003 Phase Il Cable Royalty Distribution proceeding. | also reviewed the 2000-2003

written direct case testimony of witnesses for SDC and the Motion Picture Association of



America-represented Program Suppliers (“MPAA”). The witnesses for SDC were Dr. William
Brown and Alan Whitt, and for MPAA were Marsha Kessler, Paul Lindstrom, Jonda Martin,
Kelvin Patterson, and Dr. Jeffrey Gray. | also reviewed the transcripts of their testimony.

[ also reviewed the Report of Household Viewing Hours from 1999 MPAA Copyright
Royalty Data Base Showing Cable Viewing Data for 1999 Prepared by IT Processing LLC on
December 8, 2006 (hereafter referred to as “IT Processing Data Report”){Appendix B), and
Nielsen Media Research, “Report on Devotional Programs February 1999.” Nielsen Station Index,
Average Week Television Audience Measurements Based on February 4 — March 3

(“Nielsen RODP”). The IT Processing Data Report provides a summary of viewing data derived
from Nielsen sweep analyses of household viewing of devotional programs retransmitted by
cable systems to subscribers outside the local markets of the originating television stations
selected for the sample (“HHVH”). The HHVH data was derived from Nielsen data
contemporaneous with the six sweep measurement periods in 1999. The Nielsen RODP
contains a detailed breakdown of local ratings information for enumerated religious programs
including the principal programs of all claimants represented in this proceeding.

In addition, Appendix C is a summary listing of SDC claimants in this proceeding and
their representative programs. Each of the SDC, through their representatives, sent an email
confirming the SDC programs on this list. My analysis thus involves the determination of
relative fair market value for claimants represented by SDC: The Christian Broadcasting
Network, Coral Ridge Ministries, Crystal Cathedral Ministries, In Touch Ministries and Oral
Roberts Evangelical Association.

As to IPG, [ understand that it does not produce or distribute any of the devotional



programs associated with the claimants it is representing, but it endeavors to participate as an
agent for copyright owners pursuant to purported representation agreements. | was advised by
SDC that two owners listed by IPG (St. Jude’s Hospital and Willie Wilson Productions) were not
producers of devotional programs, and a third claimant, It Is Written, formally disavowed IPG’s
authority tb represent it in this case. Therefore my testimony does not consider these three
entities in the determination of relative shares for IPG. My analysis involves the determination of
the total IPG relative fair market value for these program titles: Benny Hinn, Creflo Dollar,
Kenneth Copeland, and Life Today.

lll.  Relevance of Audience Measurements for Establishing Relative Fair market Values for
SDC and IPG Programming

Over the course of nearly thirty years providing valuation assessments in connection with
media and communications, | have looked at a wide range of industry criteria for assessing
program valuation. For the purpose of providing testimony to assist in addressing the task of
the Copyright Royalty Judges (“CRJs”) in the instant proceeding, namely to allocate shares of
compulsory royalties collected by the Copyright Office from cable systems for the
retransmission of SDC and IPG represented devotional programs on broadcast signals on a
distant basis, | based on my testimony in material part on the CRJs 2000-2003 Phase Il Final
Determination. To allocate reasonably the available funds between SDC and IPG in this
proceeding, it is my opinion that audience measurements relying on surveys conducted by
Nielsen Media Research are the best available tools to allocate shares. As stated in the Final
Determination in the 2000-2003 proceeding: “[V]iewership as measured after the airing of the
transmitted programs is a reasonable, though imperfect proxy for the viewership-based value

of those programs.” Distribution of the 2000, 2001, 2002 and 2003 Cable Royalty Funds, Docket
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No. 2008-2 CRFB CD 2000-2003 {Phase Il), 78 Fed. Reg. 64984, 64995 (October 30, 2013).

One of the reasons that cable system operators value devotional programming as a category
is that it appeals to a class of potential subscribers who are not necessarily captured by other
programming, like sports or movies, for instance. Within the category of devotional
programming, all of the programs claimed by SDC and IPG appear to be directed predominantly to
a Christian audience, and can therefore be thought of as homogehous in terms of the subscriber
base to which they are likely to appeal. Where programs are homogenous, the most salient factor
to distinguish them in terms of subscribership is the size of the audience. A religious program
with a larger audience is more likely to attract and retain more subscribers or the cable system
operator, and is therefore of proportionately higher value. Nielsen ratings data is the currency of
the broadcast and cable industry, and it is generally regarded as the most reliable available
measure of audience size.

| am aware of a number of criticisms Qf the MPAA-Nielsen studies measuring household
viewing. However, | believe that the principal limitations of the studies noted in the past are
not a barrier to the use of the data in this proceeding. 1 will focus on a few key concerns and
the reasons they are not disqualifying for this proceeding:

The IT Processing Data Report is based on a sample stations selected by Marsha Kessler,
who chose stations that received substantial distant retransmission according to a report
prepared by Cable Data Corp (hence, a non-random selection). To the extent that MPAA sought
to use the results to make projections to the entire universe of cable distant viewing, the non-
random sample was deemed to create a problem with making projections to a larger universe of

compensable programs. In his 2000-2003 testimony, Dr. Gray addressed criticism of a similar



sample by designating his own random station sample and employing a regression analysis to
establish the relationship between local ratings and distant viewing. Dr. Gray’s testimony
demonstrates convincingly that the Kessler sample, although it is not random, is representative.

There are additional reasons why the non-randomness of the Kessler sample does not
pose a significant problem for the purpose of determining relative shares of SDC and IPG in this
case. First, there is nothing to suggest that the sample was chosen to benefit or prejudice either
party in this proceeding. Indeed, it is neutral on that score. Second, while data is derived from
only a sample of distantly retransmitted signals, the sample employs viewing results from the
most distantly retransmitted broadcast stations as reported by Form 3 cable systems. For
purposes of the devotional category, based on my review of the programs claimed by the parties,
the sample is close to a census of the most important and relevant titles because the principal
programs of all claimants appear in the survey. Third, unlike the Program Supplier category
which contains thousands of compensable programs for which a non-random sample could
unfairly omit many qualifying titles, in this case, there are but nine claimants, all of whose main
program titles appear in the viewing data. This means that relative viewing comparisons of
principal program titles can be made. Finally, to test the reasonableness of the HHVH share
analysis, | reviewed the Nielsen RODP to confirm the distant viewing results with local viewing of
the same programs. My analysis is that the local data is consistent with the distant viewing
analysis. This conclusion also comports with the more detailed econometric evaluation made by
Dr. Gray in the 2000-2003 proceeding. Also, by reviewing program station entries in the Nielson
RODP for each parties’ programs and the time periods when SDC and IPG programs were

telecast, | concluded that there was no meaningful difference in the time of day when the subject



programs were telecast. The vast majority of the programs were telecast in the morning, so
discrepancies caused by different sizes of audiences throughout a broadcast day (and particularly
in prime time) were not relevant to a comparative analysis.
| would also add one other factor quite common to valuation assessments, namely cost-
benefit analysis. | was advised that SDC acquired the IT Processing Data Report in 2006 and cost
has always been a key factor in determining the data it sought. As the Judges know, the shares
of the Devotional Claimants in this case are barely more than one percent (1%) of the entire
royalty pool. The expense of conducting a study of the magnitude of Dr. Gray’s would come
close to eclipsing the amount in dispute in this case, and would not likely yield a materially
different result given the consistency exhibited by the HHVH and the RODP data. The HHVH data
on which this analysis is based has proven to be reasonably reliable, and is the best data available
at a cost that is proportionate to the amount af issue.
Iv. Relative Valuation Methodology
In order to develop relative fair market values for SDC and IPG programming, |
employed the following procedures:
a. Using lists of programming titles provided by counsel,? | identified programs in the IT
Processing Data Report and then prepared an amended summary containing only
programs that are compensable in this proceeding. This summary appears in Appendix

D.

b. [Itotaled the HHVH for the compensable programming for each party. This calculation

SDC titles were confirmed by the SDC Claimants. IPG programs were identified in an undated .pdf
document entitled /PG+1999+programs+({devotional).pdf, as amended on advice of counsel for SDC. As
noted, SDC counsel advised that St. Jude’s Hospital and Willie Wilson’s programming was not properly
characterized as Devotional, and It Is Written disavowed IPG representation.
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yielded 1,237,396 for the SDC and 280,063 for IPG. This compilation and the associated
calculations are included in Appendix E.

c.” Even though the retransmissions of certain programs on certain stations were not
credited with receiving any household viewing hours, the number of incidents of no
valuation were nearly the same for the two parties: 16 for SDC and 13 for IPG .2
Furthermore, as the Judges concluded in the 2000-2003 proceeding, the incidents of
“zero viewing” are fully explained by Nielsen data collection techniques and consistent
with sound methodological results.78 Fed. Reg. 64995. Moreover, the existence of
zero viewing data for certain programs on certain stations, does not mean that there is
no viewing of those programs, nor that the relevant methodology does not allocate
shares to each claimant. /d. When zero viewing results are aggregated with positive
viewing results, the sum is a statistically rélia ble picthe of total viewing. In this
proceeding, the aggregate positive household viewing values can be used to develop

the relative shares of SDC and IPG.

V. Relative Valuation Methodology Confirmation

In order to test the reasonableness of the calculations described above, | also evaluated
data regarding local signal viewing of devotional programming in the Nielsen RODP. While this
data covers a different set of viewers for a different time period, relationships with this data
can serve to confirm the results of the HHVH data employed above. In making this comparison,

I did not include Oral Roberts (“Miracles Now”) program retransmitted on WGN America, which

*Ona percentage basis, the ratio of no HHVH value for stations carrying SDC programs compared to positive
HHVH values amounts to slightly more than 22%, while the percentage for IPG is about 25%. These ratios suggest
that the HHVH valuation process treats both parties’ claimants similarly.

9



station is a repackaging of WGN-TV, Chicago for a national audience. For these purposes, WGN
is anomalous as a distant signal and since Nielson RODP measurements are based on local
signal viewing only, the local viewing data for WGN does not provide a reasonably predictable
correlation to distance viewing.

The Nielsen data, with the adjustment for WGN/Oral Roberts data, supports the
conclusions from the HVHH data employed abbve. The correlation coefficient for the HHVH
shares relative to the Nielsen shares is approximately 0.75.

The correlation coefficient is a statistical measure between -1.00 and 1.00 which measures
the relationship between two variables, 1.00 meaning they are perfectly correlated (i.e. moving in
the same direction), -1.00 meaning they are perfectly negatively correlated (e.g. moving in opposite
directions), and a zero means there is no identifiable relationship at all. As a practical matter, a
correlation coefficient of or even approaching 1.00 is extremely rare in business economics and the
social sciences. An example of a relationship with a 1.00 correlation coefficient might be the sale of
left shoes relative to the sale of right shoes. Less perfect correlation coefficients might relate height
to weight (tall people tend to be heavier, but not always) or income to certain types of auto
purchases (people with higher incomes buy more expensive cars, but not always). A correlation
coefficient of between 0.600 andv0.800 is considered to be strong in business economics and the
social sciences. In this case, a correlation coefficient of 0.75 signiﬁes that 75% of the variance
between HHVH results for different programs is connected with the variance between local ratings
for those programs. Larger sample sizes are generally considered to be preferable in this
calculation. In this case, the entire universe of data is limited to the devotional programs related to

the IPG and SDC groups.
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In both the HHVH and Nielsen data, the SDC group controls three of the four top ranked
programs, as shown in Appendix F. In my opinion, this result, with the Nielsen data and the
adjustment for WGN/Oral Roberts data, supports the conclusion that the HVHH data employed
above provides a reésonable basis for establishing relative fair market value for the SDC and
IPG programs.

VI. Conclusions

Based upon this analysis, the shares for the parties based on the relative fair market
values of the subject programs are:
SDC—-81.5%

IPG —18.5%.
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DECLARATION OF JOHN S. SANDERS

| declare under penalty of perjury that the foregoing testimony is true and correct and of

my personal.knowledge.

Executed: December 2, 2013

John S. Sanders
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PROFESSIONAL EXPERIENCE AND QUALIFICATIONS

JOHN S. SANDERS

John S. Sanders has over 30 years of experience in media and communications finance. He is a principal
in and founder of the firm of Bond & Pecaro, Inc., a Washington based consulting firm specializing in
valuations, asset appraisals, and related financial services for the communications industry since 1986.

Mr. Sanders has been actively involved in both fair market valuations and asset appraisals of over 3,000
communications and media businesses. He has been qualified as an expert in valuation matters
regarding communications assets in venues including U.S. District Court for the District of Columbia, U.S.
Bankruptcy Court for the Southern District of New York, the Court of Chancery of the State of Delaware,
and the American Arbitration Association.

He is a member of the American Society of Appraisers and is an Accredited Senior Appraiser (“ASA”) in
the specialty of business valuation.

Mr. Sanders received a B.A. Cum Laude in Economics and International Studies (Honors) from Dickinson

College. He also holds a Masters Degree in Business Administration from the University of Virginia in
Charlottesville, Virginia.
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John S. Sanders

Speaking Engagements, Publications, and Expert Testimony

Speaking Engagements

Cellular Telecommunications Industry Association, "Finding the Money Tree: Sources of Cellular’
Financing," First Annual Convention, Washington, D.C., May 29, 1985. Speech on effective
business plan preparation and financing an acquisition.

National Association of Broadcasters, Radio Acquisition Seminar, Chicago, Illinois, October 25,
1985. Full day panel participation focusing on market evaluation, business valuation, and
acquisition strategy.

National Association of Broadcasters, Radio Station Acquisition Seminar, New York, New York,
November 1, 1985. Full day panel participation focusing on market evaluation, business
valuation, and acquisition strategy. '

National Association of Broadcasters, Small Market Radio Acquisition Seminar, Atlanta, Georgia,
February 28, 1986. Full day panel participation focusing on market evaluation, business
valuation, and acquisition strategy.

Cellular Telecommunications Industry Association, "An Acquisitive Industry: Mergers and
Acquisitions in the Cellular Industry," Winter Meeting and Exposition, Phoenix, Arizona, January
21, 1987. Panel discussion on business valuation techniques and specific value trends in
telecommunications.

FCC Week and BOC Week Washington Seminar, "Techniques for Valuing Cellular Franchises in
Rural Service Areas," Presentation at conference entitled Business Opportunities in Rural
Telecommunications: The Next Frontier, Washington, D.C., May 29, 1987.

Harrison, Bond & Pecaro Private Briefing on Media Financial Issues, Presentation on television
network affiliation agreement valuation, Watergate Hotel, Washington D.C., December 14,
1987.

Cellular Telecommunications Industry Association, "Strong Sighals From Wall Street," 1988
Winter Meeting and Exposition, San Diego, California, January 25, 1988. Speaker on panel on
how the financial community views cellular.
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10.

11.

12.

13,

14.

15.

16.

17.

18.

19,

John S. Sanders

Speaking Engagements, Continued

FCC Week and BOC Week Washington Seminar, "Market Analysis in Rural Service Area Cellular
Telecommunications Systems," Presentation at conference on rural telecommunications issues,
Washington, D.C., March 22, 1988.

Broadcast Financial Management Association, "The Impact of Proposed Tax Code Changes on
Broadcast and Cable Values," 28th Annual Conference, New Orleans, Louisiana, April 18, 1988.

Phillips Publishing, Inc. Washington Seminar, "Valuation of Mobile Telecommunications
Companies," Conference on buying, selling, and investing in mobile telecommunications,
Washington, D.C., June 9, 1988.

Cable Television Property and Sales Tax Group, "Methods of Valuation in Property Taxes,"
Chicago, lllinois, September 27, 1988.

Telocator Spring Convention, Moderator, Pane! entitled "Optimizing an Acquisition: Tax &
Depreciation Issues," Orlando, Florida, May 1989,

Telocator 41st Annual Convention & Exposition, "Tax and Financial Reporting lIssues in
Acquisitions," Washington, D.C., October 7, 1989.

Telocator Spring International Convention, Moderator, Panel entitled, "The Financial Future of
Cellular Telecommunications,” San Diego, California, March 23, 1991.

Mobile Communications North America Exposition, Moderator and Speaker, Panel entitled "Site
Acquisition and Management," Toronto, Canada, April 25, 1991.

Mobile Communications Marketplace, Moderator and Speaker, Panel entitled "Investment
Outlook for Mobile Communications," Anaheim, California, October 23, 1991.

The Future of Paging, Moderator and Speaker, Panel entitled "Financing for Paging Growth,"
Washington, D.C., April 3, 1992,

Mobile Communications Marketplace, Moderator and Speaker, Panel entitled "Tax Issues in the
1990s," San Francisco, California, September 24, 1992,

A-3



20.

21.

22.

23.

24,

25.

26.

27.

28,

29.

30.

John S. Sanders

Speaking Engagements, Continued

The Future of Paging I, Moderator and Speaker, Panel entitled "Dollars and Sense: The Financial
Future of Paging," Washington, D.C., June 25, 1993.

National Association of Broadcasters, Speaker, Panel entitled "Broadcasters and Taxation: New
Benefits...and New Liabilities?" Las Vegas, Nevada, March 22, 1994,

Personal Communications Industry Association PCS Summit, Speaker, Pane! entitled "Service
Requirements for PCS: A Financial Perspective," Arlington, Virginia, June 24, 1994

Mobile Communications Marketplace, Speaker, Panel entitled, "Facts and Figures: Forecasting

~ the Future of PCS," Seattle, Washington, September 22, 1994.

National Association of Broadcasters, Speaker, Panel Entitled “Buying and Selling Broadcast
Stations in a Changing Regulatory Environment”, Las Vegas, Nevada, April 12, 1995.

National Association of Broadcasters, Panel Entitled “Tax Reform School - The Impact of
Proposed Tax Reforms of Broadcasting Station Values”, Las Vegas, Nevada, April 6, 1998.

National Association of Broadcasters, Broadcasting Conference for the Americas, Panel Entitled
“Station Valuation Techniques and Trends”, Miami, Florida, August 26, 1999.

National Association of Broadcasters, 1999 Radio Show, Panel Entitled “Investing in Latin
America”, Orlando, Florida, September 1, 1999.

National Association of Broadcasters, Broadcasting Conference for the Americas, Panel Entitled
“Buying and Selling a Station in Broadcasting”, Miami, Florida, August 16, 2000.

National Association of Broadcasters, Broadcasting Conference for the Americas, Moderator of
Panel Entitled “Investing Partners - Looking Beyond Boundaries”, Miami, Florida, July 25, 2001.

Web Hosting Expo, Moderator of Panel Entitled “Venture Capital Looks at Web Hosting”,
Washington, DC, August 21, 2001.

A-4




31.

32.

33.

32.

33.

34,

35.

36.

37.

38.

30.

John S. Sanders

Speaking Engagements, Continued

National Association of Broadcasters, Presentation Entitled “Broadcasting Valuation in an
International Environment”, Las Vegas, Nevada, April 7, 2002.

United States Telecom Association, Presentation Entitled “Telecommunications Valuation in an
International Environment,” Briefing to Egypt Telecom Delegation, September 23, 2002.

Broadcast and Cable Financial Management Association, Presentation Entitled “What's It
Worth? Media and Communications Valuation Techniques and Trends in Mid-2004,” Atlanta,
Georgia, May 16, 2004.

National Association of Broadcasters, Ownership Forum, Las Vegas, Nevada, April 15, 2007.
National Association of Broadcasters, Ownership Forum, Las Vegas, Nevada, April 13, 2008.

Minority Media & Telecom Council, Financial and Procurement Forum, Washington, DC, July 21,
20009.

Media Financial Management Association, Moderator and Presenter on Newspaper Valuation
Panel, Presentation on Public and Private Values of Newspaper Companies, Nashville,
Tennessee, May 24, 2010.

Media Financial Management Association, Moderator and Presenter on Newspaper Valuation
Panel, Presentation on Public and Private Values of Newspaper Companies, Atlanta, Georgia,
May 16, 2011.

Media Financial Management Association, Moderator and Presenter on Newspaper-Broadcast
Cross-Ownership, Presentation on Attrition of FCC-Permitted Newspaper-Television Cross-
Ownership entities, Las Vegas, Nevada, May 22, 2012,

Media Financial Management Association, Moderator and Presenter on Newspaper Mergers,
Acquisitions and Valuation Panel, Presentation on Valuation Trends and Merger Activity, Las
Vegas, Nevada, May 23, 2012,

Media Financial Management Association, Presenter on FCC’s Broadcast Incentive Auction
Panel, Presentation of Spectrum Economics and Auction Strategies, New Orleans, Louisiana,
May 20, 2013.
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40.

John S. Sanders

Speaking Engagements, Continued

Media Financial Management Association, Moderator and Presenter on Newspaper Mergers,
Acquisitions and Valuation Panel, Presentation on Valuation Trends and Merger Activity, New
Orleans, Louisiana, May 21, 2013.
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10.

11.

12.

13,

14.

John S. Sanders
Publications
"Cellular Financing for Smaller Players," Telocator, February, 1986.
"Valuing Cellular Systems: Techniques and Trends," Telocator, December, 1986.

"The Amortization of Intangible Assets: Overview and Current Issues," Handout at Tax Panel,
Broadcast Financial Management Association, Boston, Massachusetts, April 27, 1987.

"Making the Most of an Acquisition," Telocator, May 1987 Telocator Convention Issue.

"A Tale of Two RSAs: Entrepreneurial Opportunities in RSA Cellular Markets," Cellular Business,
December 1987.

"What's a TV Network Affiliation Worth?" Broadcasting, December 21, 1987.

"Cellular's Future and the Laws of Economic Power," Communications, April 1988 International
Mobile Communications Expo Issue.

"Broadcast Fixed Asset Tax Lives Under Reconsideration," Broadcast Financial Journal, April-May
1988.

"Subscriber Management: The Key to Maximizing SMR System Value," SMR Newsletter, June
1990.

"Site Lease Management: Steps to Economic Advantage," SMR Newsletter, October 1990.

"Legislative and Tax Update," Open Channels, November 1991.

"Update on Amortization of Intangible Assets," Broadcast/Cable Financial Journal, February-
March 1992.

"Changes in Broadcast Station Values Resulting From the 1993 Omnibus Budget Reconciliation
Act," Co-authored chapter with Timothy S. Pecaro in 1993 TAX ACT - What It Means, National
Association of Broadcasters, 1994.

“Inversion en television en él dmbito interamericano,” TV y Video LatinoAmerica, April 2000.
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15.

16.

17.

18.

19.

20.

21.

John S. Sanders

Publications, Continued

Co-Editor, The Television Industry: Market-By-Market Review, 1992, 1993, 1994, 1995, 1996,
1997, 1998, 1999, 2000, 2001, 2002, 2003, 2004, 2005, 2006, 2007, 2008, 2009, 2010, 2011,
2012, and 2013 Editions. 450 page reference volume containing detailed market data and
projections for over 200 television markets.

With Harmeet K. Dhilon, “The New Gold Rush? Wireless opportunities for colleges and
universities through EBS broadcast spectrum leases”, University Business, October 2007.

“Financial and Accounting Considerations for Acquisitions,” Chapter in Understanding Broadcast
and Cable Finance, Chicago: Broadcast and Cable Financial Management Association, 2008.

“How Stations Can Reclaim Their Value,” TVNewsCheck, www.tvnewscheck.com, July 15, 2009.

“Kill TV-Newspaper Crossownership Rule, Now,” TVNewsCheck, www.tvnewscheck.com, June 27,
2012.

“The Good, The Bad, and the Opportunity: The tables are turning as investors purchase
newspaper properties and reposition their operations for profitability,” The Financial Manager,
September/October 2012.

“Newspapers Round a Bend,” The Financial Manager, November-
December, 2013.
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John S. Sanders

Expert Testimony and Sponsored Exhibits

Radio Telephone Systems, Inc. v. Metronet, Inc., American Arbitration Association, AAA #11
119 00070 91. Testimony regarding changes in the financial condition of a radio paging
- business.

All City Communications Co. v. Industrial and Commercial Communications Services, Inc.,
Milwaukee County, Wisconsin Circuit Court, 91-CV-003745. Testimony regarding the value
of radio paging systems.

Capobianchi v. Foster, U.S. District Court, District of Columbia, 89-0936 NHJ-PJA. Testimony
regarding the fair market value of a cellular telephone system and related economic issues.

O. R. Estman, Inc. d/b/a Satellite Paging v. Tel-Air Communications, Inc., et. al., U.S. District
Court, District of New Jersey, 91-5273(HCL). Testimony regarding the economics of the radio
paging industry.

Cellular Information Systems, Inc., C.I.S. Operating Company-1, Inc., et. al., Debtors, U. S.
Bankruptcy Court, Southern District of New York, Case Nos. 92 B 45024 through 92 B 45037
(BRL) (Jointly Administered). Testimony regarding the value of cellular telephone systems in
five metropolitan markets and three rural service areas, and related economic issues.

Application of Vertical Broadcasting, Inc., Town Board, Southampton, New York, May 31,
1996. Testimony regarding the future of the communications industry and other issues
related to the construction of a 360" multi-user communications tower. ’

US Mobilcom, Inc., et. al. v. Jean Warren, et. al, U.S. District Court, Western District of
Oklahoma, CIV-94-1582-M. Testimony regarding the value of a nationwide 220 mHz mobile
radio license and related economic issues.

Western States Wireless, Ltd. vs. Gerald Stevens-Kittner, U.S. District Court, Eastern District
of Virginia, Civil Action No. 96-1513-A. Testimony regarding the value of applications for
Instructional Television Fixed Service (“ITFS”) and related economic issues.

CenCel, Inc., MCT Cellular, Inc. and SCC Cellular Telephone Corporation v. Contel Cellular,
Inc., SS Superior Court, Hillsborough County, State of New Hampshire, Northern District Case
No. 96-E-126. Testimony regarding the value of a cellular telephone system and related
economic issues.

A-9



10.

11.

12.

13.

14.

15.

16.

17.

John S. Sanders

Expert Testimony and Sponsored Exhibits, Continued

In_re: Personal Communications Services World Corporation, Debtor., United States

Bankruptcy Court for the District of Nevada, Bankruptcy No. 99 BK-N-31344. Testimony
regarding the value of a specialized competitive local exchange carrier and related economic
issues.

AirTouch Paging, Inc. vs. US West Communications, Inc., United States District Court for the
District of Colorado, Civil Action No. 99-WM-12. Testimony regarding valuation and related
economic issues in the paging industry.

Interstate Cellular Holdings, Inc. vs. Radiofone, Inc., American Arbitration Association,
Philadelphia, Pennsylvania, Case No. 14 Y 181 00138 00 F. Testimony regarding the value of
a cellular telephone system and related economic issues.

In_re: Weblink Wireless, Inc., Debtor, United States Bankruptcy Court for the Northern
District of Texas, Dallas Division, Bankruptcy No. 01-34275-SAF-11. Testimony regarding the
liquidation of value of wireless messaging and related telecommunications equipment.

[n re: United States Cellular Operating Company, Court of Chancery of the State of Delaware
in and for New Castle County, Civil Action No. 18976 NC. Testimony regarding the value of
two cellular telephone systems.

Paul L. Kozel, et al v. Kent S. Foster and Concho Cellular Telephone Company, Inc., American

Arbitration Association, AAA #16 168 00391 02 and #70 168 00390 02. Testimony regarding
the value of a cellular telephone system and related economic issues.

WideOpenWest, LLC. Board of Assessment Appeals. Jefferson County, Colorado. Schedule#
976855. Docket# 40405. Testimony regarding the state of the broadband industry and the
value of cable television, Internet, and telephony assets.

In the Matter of Telecommunications Relay Services and Speech-to-Speech Services for
Individuals with Hearing and Speech Disabilities: TRS Fund Size and Payment Formula,
Federal Communications Commission, CC Docket 98-67, May 12, 2005. Comments on the
appropriateness of calculations regarding the Video Relay Service (“VRS”) provider
reimbursement rate and related qualitative factors.
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18.

19.

John S. Sanders

Expert Testimony and Sponsored Exhibits, Continued

Broadcast Music, Inc. vs. Weigel Broadcasting Co., United States District Court, Southern
District of New York, No. 04 Civ. 09205 (LLS). Testimony regardlng economic factors in the
television industry and calculation of music rights fees.

Alltel Communications of Michigan RSAs, Inc. vs Cass Cellular Limited Partnership (AAA Case
No 54 494 00212 10). Expert report and deposition in connection with a dispute between
partners in a cellular telephone system regarding system values, revenue recognition
practices, and related economic issues.
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Appendix B

Report of Household Viewing Hours from 1999 MPAA Copyright Royalty Base Showing
Cable Viewing Data for 1999
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Appendix C
Listing of Settling Devotional Claimants and Their Programs



Claimant
The Christian Broadcasting Network, Inc.

Coral Ridge Ministries Media, Inc.

Programs

The 700 Club

The 700 Club Sunday

The 700 Club Weekend
The 700 Club Telethon

The 700 Club; Best of Sunday
Christian World News
Another Life

Spunky's Camping Adventure
Spunky's Circus Adventure
Micah’s Christmas Treasure
Spunky's First Christmas
Easter Promise

Superbook

Flying House

Alabaster's Song

1 Cubed (One Cubed)
Storyteller Café

Vida Dura

Club 700

Superlibro

La Casa Voladora

Agua Viva

Respuestas

Rescatados Del Infierno

The Coral Ridge Hour (with Dr. D. James
Kennedy)

a/k/a: The Coral Ridge Hour
Coral Ridge Hour, The
D. James Kennedy
James Kennedy
Dr. D. James Kennedy
Dr. James Kennedy
Coral Ridge Ministries
Coral Ridge Ministry
Coral Ridge

Scrooge and Marley

Who is This Jesus

“Who is This Jesus: Is He Risen?

What if Jesus Had Never Been Born?
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Claimant

Crystal Cathedral Ministries, Inc.

In Touch Ministries, Inc.

Oral Roberts Evangelistic Association, Inc.

Programs

Hour of Power
a/k/a Reverend Schuller

a/k/a Crystal Cathedral
Glory of Easter

Glory of Christmas

Christmas Eve at the Crystal Cathedral

In Touch (with Dr. Charles Stanley)
alkf/a: In Touch
In Touch (60)
Charles Stanley
Dr. Charles Stanley
In Touch Ministries
In Touch Ministry
In Touch 30
a/k/a: In Touch (with Dr. Charles Stanley)
In Touch
Charles Stanley
Dr. Charles Stanley
[n Touch Ministries
In Touch Ministry
En Contacto

Oral Roberts

Hour of Healing
Miracles Now

Make Your Day Count
Chronicles of Faith

Source: SDC Listing of Claimants and Program Titles as confirmed by emails.
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Appendix D

Summary of Relevant IPG and SDC Compensable Programs
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Appendix E

Calculation of Relative IPG and SDC Household Viewing
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Appendix F

Comparison of IT Processing LLC HVHH Distant Signal Data with Nielsen Average Week Television
Estimates




Comparison of IT Processing LLC HVHH Distant Signal Data with Nielsen Average Week Television

[n Touch 60 ( Dr. Charles Stanley)
Hour of Power

Kenneth Copeland

Dr. D. James Kennedy

Creflo Dollar, Jr.

700 Club

Benny Hinn's This Is Day

James Robison (Life Today)

Total

In Touch 60 (Dr. Charles Stanley)
Hour of Power

Kenneth Copeland

Dr. D. James Kennedy

Creflo Dollar, Jr.

700 Club

Benny Hinn's This Is Day

James Robison (Life Today)

Total

Appendix F

Estimates

Nielson Total Households In Market

SDC

828,000
1,094,000

411,000

209,000

2,542,000

IPG

548,000
318,000

111,000
46,000

1,023,000

Total

828,000
1,094,000
548,000
411,000
318,000
209,000
111,000
46,000

3,565,000

HHVH Out of Market Coverage

SDC

388,354
273,906

60,980

214,765

938,004

PG

108,313
78,153

71,607
21,991

280,064

F-1

Total

388,354
273,906
108,313
60,980
78,153
214,765
71,607
21,991

1,218,068

23.2%
30.7%
15.4%
11.5%
8.9%
5.9%
3.1%
1.3%

31.9%
22.5%
8.9%
5.0%
6.4%
17.6%
5.9%
1.8%




