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MULTIPLE OWNERSHIP COMPLIANCE
AND REQUEST FOR FAILING STATION WAIVER

By this application, Rocky Mountain Broadcasting Company (“Rocky Mountain”) and Gray
Television Licensee, LLC (“Gray”) seek consent to assign the license for KMTF, Helena, Montana
(the “Station”) from Rocky Mountain to Gray. KMTF serves as the CW affiliate in the Helena
Designed Market Area (the “Helena DMA”).

Apart from the instant application, Gray and Beartooth Communications Company
(“Beartooth”) seek consent to assign the license for KTVH-DT in Helena, Montana, which serves as
the NBC affiliate for the Helena DMA, from Beartooth to Gray." The market currently has fewer
than nine independent owners. Accordingly, by this exhibit, Rocky Mountain and Gray request a

waiver of the FCC’s local television ownership rule pursuant to the failing station exception.

Background

KMTF has faced an uphill battle for financial success since it launched operations in 1998.
Through a series of time brokerage and affiliate relationships, it has tried many programming
arrangements in an effort to achieve financial viability. Currently, KMTF has a Joint Sales
Agreement with KTVH-DT. However, even the sales support it receives through this agreement has
not allowed it to compete effectively in the Helena market. KMTF is not affiliated with the top-four
networks and currently airs CW programming. KMTF has never operated at a profit sufficient to
sustain operations. During the past two years, no buyer has expressed interest in KMTF as a stand-
alone station. All offers extended for KMTF were tied to the acquisition of KTVH-DT.

Request for Waiver

Gray believes that it can leverage KTVH-DT to improve KMTF’s service and programming.
A grant of a failing station waiver to permit this acquisition would serve the public interest because
the common ownership would produce significant and tangible public interest benefits for the

community.

! See FCC File No. BALCDT-20140516AAM.
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The Commission considers waivers of its local television ownership rule under its “failing

station” waiver standard to be in the public interest when the applicants demonstrate that:

1. One of the merging stations has had a low all-day audience share of four percent or
lower;
2. The financial condition of one of the stations is poor, with a waiver more likely to be

granted where one station has had negative cash flow for three consecutive years
immediately prior to filing the application;

3. The proposed merger would produce tangible public interest benefits; and

4. An in-market buyer is the only reasonably available candidate willing and able to
acquire the station, and selling the station to an out-of-market buyer would result in
an artificially depressed price.?

Gray’s proposed acquisition of KMTF meets each of these criteria.
A. KMTF Achieves Low All-Day Audience Shares

KMTF has struggled to achieve meaningful audience shares. The most recent Nielsen ratings
for February 2014 illustrate this point. KMTF’s reported all-day audience share (Sundays through
Saturdays from 9:00 a.m. to midnight) has not risen above 1% in over three years, well below the 4%
benchmark set by the Commission.’

The proposed transaction therefore satisfies the first criterion of the “failing” station waiver
standard, because KMTF’s all-day audience share falls well below the Commission’s 4% benchmark.

B. KMTF Has Experienced Persistent Negative Cash Flows

The Station’s persistent financial difficulties are unquestionable, and it has been unable to
become a viable voice and competitor in the Helena DMA. KMTF has generated little to no income
over the past three years, even when the station’s financial statements include the benefits of its Joint
Sales Agreement and Shared Services Agreement with KTVH.* In 2011, KMTF posted a Net
Income of only $2,298.31. In 2012, the Station operated at a Net Loss of $9,328.69. In 2013, KMTF

fared slightly better, generating a Net Income of $15,739.05. However, even this modest increase

2 47 C.F.R. § 73.3555, n.7; see also Review of the Commission’s Regulations Governing Television

Broadcasting; Television Satellite Stations Review of Policy and Rules, Report and Order, 14 FCC Rcd 12903,
12939 (1999) (“Local Ownership Order™), recon. granted in part, 16 FCC Rcd 1067, 1076-78 (2001); KSMO, Inc.,
20 FCC Rcd 15254 (MB 2005); Sunflower Broadcasting, Inc., 22 FCC Rcd 11845 (Med. Bur. 2007).

3 Attachment A contains the relevant page from the Nielsen report.

4 Attachment B contains KMTF’s income statements for FY 2011, 2012, 2013 and 2014 (through March
2014).
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was insufficient to offset past losses or to make KMTF a viable stand-alone station. Put another
way, KMTF has averaged just $2,314.36 in annual income from 2011 through the first quarter of
2014. However, when KMTF’s finances are considered separate from its relationship with KTVH, it
is clear that the financial status of KMTF is dire. As shown in the attached cash flow statement, the
station has suffered crippling six-figure losses for the past three years. In 2011, KMTF losses totaled
$246,637.34. In 2012, the losses increased to $250,618.45 and continued into 2013 with a loss of
$236,666.69.

The proposed transaction satisfies the second criterion of the “failing” station waiver standard
because of the poor financial condition of KMTF.® As demonstrated above, the Station has suffered
severe financial hardship for years.

C. Gray’s Ownership of KMTF Would Produce Tangible and Verifiable Public
Interest Benefits.

Gray’s ownership of KMTF would result in important technical and service enhancements to
the Helena market that more than outweigh any theoretical harm to competition and diversity. Gray
is committed to leveraging the resources of KTVH to improve the local reach of KMTF. Gray plans
to upgrade the severe weather alert system currently used by KTVH to allow these resources to be
shared between KTVH and KMTF. Currently, KMTF offers little local programming. Gray is
committed to increasing KMTF’s service to the Helena market. In fact, should the Media Bureau
grant the instant waiver request, Gray intends to launch a 30-minute, weekly newscast on KMTF.
This newscast will focus in particular on Helena and other communities in the market.

Additionally, if the Bureau grants the instant waiver request, Gray intends to:

= Provide the market with new and expanded coverage of local sports, spelling bees, and other
community events.

» Staff KMTF with sufficient employees to improve programming and responsiveness to the
local community.’

> Attachment D contains KMTF’s stand-alone cash flow statement for FY 2011, 2012, and 2013.

6 See KWBA(TV), 23 FCC Rcd 8594, 8595-96 (Med. Bur. 2008) (a “worsening financial posture [that] has
hampered the ability of the current licensee to provide more than minimal public interest benefits” is evidence of
poor financial condition); Hispanic Keys Broad., Inc., 19 FCC Rcd 4603, 4606 (Med. Bur. 2004) (failing station
waiver granted when station unable to maintain its transmission equipment due to insufficient funds); Pappas
Telecasting of the Carolinas, 17 FCC Rcd 842, 844 (Mass Med. Bur. 2002) (operation at extremely low power
provided as evidence of a station’s poor financial condition).
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= Provide KMTF viewers with important news and weather alerts as events develop. Today,
the station does not produce any local news or weather programming or have the capability to
monitor weather events.?

= Create an enhanced web presence allowing local viewers to access an abundance of local
news and information online as well as over the air.

= Provide some educational and informational children’s programming during weekday time
slots rather than the typical, and crowded, Saturday morning time slots.

Thus, Gray’s proposed acquisition of KMTF satisfies the third criterion of the “failing”
station waiver because it would produce substantial tangible and verifiable public interest benefits.
The proposed transaction would allow KMTF to provide its viewers new local news and events

programming and enhanced weather coverage.

D. An In-Market Buyer Is the Only Reasonably Available Candidate for KMTF

Gray, the prospective purchaser of KTVH-DT, an in-market station, is the only reasonably
available candidate willing and able to acquire and operate KMTF. As detailed in the Declaration of
Frank Higney, Vice President of Kalil and Company, the only offers extended for KMTF in the past
two years were conditioned upon an offer for KTVH.® No prospective purchaser expressed interest
in KMTF as a stand-alone station. The Helena, Montana market is classified as very small, #205 out
of 210. As a CW Plus affiliate, KMTF is not strong enough to thrive or survive as a stand-alone
station.’?

The proposed transaction therefore satisfies the fourth criterion of the “failing” station
waiver. The attached declaration demonstrates that Gray, as the prospective purchaser of KTVH-DT,
an in-market station, is the only reasonably available candidate to acquire KMTF and enhance its
service to Helena.

Conclusion
The Commission should waive its local television ownership rule in the instant case to allow

Gray to acquire and operate failing station KMTF. The Commission concluded in adopting its

! The Commission recognizes that improved facilities and programming benefits the public interest. See

Local Ownership Order, 14 FCC Rcd at 12939; Banks-Boise, Inc., 24 FCC Rcd at 6; KWBA(TV), 23 FCC Rcd at
8597; Minden Television Company, LLC, 24 FCC Rcd 10151, 10153 (Med. Bur. 2009).
8 The Commission considers improved local weather and emergency announcement capabilities to be a
public interest benefit. WBUI(TV), 22 FCC Rcd 16852, 16854 (Med. Bur. 2007).
io Attachment C contains the Declaration of Frank J. Higney.

Id.
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failing station waiver policy that “[p]ermitting such stations to merge should pose minimal harm to
our diversity and competition goals, since their financial situation typically hampers their ability to
be a viable ‘voice’ in the market.”** Here, KMTF’s poor ratings and poor financial performance
prevent Rocky Mountain from making the investments necessary to make KMTF a viable station.
Gray’s acquisition of KMTF, on the other hand, would allow the Station to launch a local news
program, increasing viewers’ access to local news and weather and otherwise improving local
programming opportunities, achieving precisely the result the Commission sought by adopting its
“failing” station waiver policy. Thus, the public interest would be well served by granting a waiver

of the local television ownership rule.

1 See Local Ownership Order, 14 FCC Rcd at 12938-39.













































Attachment D



KMTF (A Broadcasting Station)
SCHEDULE OF CASH RECEIPTS AND CASH DISBURSEMENTS

FOR THE YEARS ENDED 2011, 2012, 2013

This Schedule is for Management Use Only

(Unaudited)
2011 2012 2013
Cash Receipts:
Advertising Revenue $ 7296796 $ 9377735 § 90,456.00
Cash Disbursements:
Advertising 275.00 2,824.81 367.10
Bank Service Charges 34.00 136.00
Commisions 8,685.80 9,692.22 14,284.08
Dues & Subscriptions 3,321.00 2,950.00 1,283.00
Equipment-Small 1,230.12 2,301.84 288.64
Insurance 54,513.26 58,996.30 59,179.33
interest Expense 83.62 918.64
Internet 451.82 1,664.78 1,095.36
Licenses, Filing Fees, Taxes 5,270.00 4,650.00 5,290.00
Meals & Entertainment 1,125.91 1,900.99 1,505.52
Mileage reimbursement 1,320.00 1,320.00 1,320.00
Music License 3,403.00 2,719.00 2,727.00
Office Supplies 6,436.64 3,5624.75 4,130.80
Outside Services 18,439.19 1,886.79 1,667.98
Payroll - Taxes 9,939.14 9,565.00 9,804.83
Payroll - Wages 89,815.08 94,874.00 101,604.00
Payroll - Preparation Fees 1,234.00 1,382.00
Postage 107.74 238.00 64.93
Programming 18,183.19 30,026.84 25,154.21
Prof. Meetings & Education 43.99
Legal and Professional 43,329.65 55,237.28 42,433.93
Promotion 1,047.91 2,075.58 1,065.98
Refunds 212.50 1,190.00 221.00
Research - Legal 2,109.00 1,915.34 1,573.00
Research - Market 25,897.36 26,508.64 24,273.00
Rent 7,200.00 7,200.00 7,200.00
Repairs and Maintenance 225.00
Returned Check 200.00
Shipping 53.24
Storage 875.06 1,050.00 1,050.00
Taxes 850.00
Telephone 3,078.39 4,048.00 4,295.03
Traffic Expense 9,227 .47 11,627.99 12,202.04
Travel & Auto 1,748.83 2,708.03 1,943.30
Total Expenses 319,605.30 344,395.80 327,122.69
Revenues Less Expenses (246,637.34) (250,618.45) (236,666.69)
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