
SCHEDULE 3.1

1. Definitions. The following terms,asusedin this Schedule3.1, shall havethe
meaningssetforth in this section:

(a) “Net SalesRevenue”meansall grossrevenuereceivedby SalesAgentor
Licenseefor theAdvertisements,otherthanAdvertisementsthat areadjacentto or in the
DeliveredProgramming,lessagency,buyingserviceorothersalescommissionspaid to or
withheldby an advertiser,agencyor service,asthecasemaybe. Forthe avoidanceof doubt,
Net SalesRevenueshall includeany (i) networkcompensationpaidto Licenseefollowing the
BaseDateby Fox BroadcastingCompany(“FOX”) pursuantto any StationAffiliation
AgreementbetweenLicenseeandFOX in effect asof theBaseDate,orany successororrenewal
thereof,and (ii) cashcompensationreceivedby Licenseein connectionwith theretransmission
of theStation’ssignalby any direct-to-homesatelliteoperators,includingdirectbroadcast
satellitesystems,or terrestrialmulti-channelvideoprogramdistributors.

(b) “ReimbursableStationExpenses”meanstheout-of-pocketcostsand
expensesactuallyincurredby Licenseeduring theperiodfollowing theBaseDatein operating
theStationandperformingits obligationsunderthis Agreement;provided,however,that
ReimbursableStationExpensesshallnot includethesalaries,insuranceandothercostsfor more
thantwo (2) full-time employeesof Licensee,unlessLicenseemakesa goodfaith reasonable
determinationbasedon factsandcircumstancesexistingat thetime of suchdeterminationthatin
orderto remainin full compliancewith all CommunicationsLaws,aftertaking into account
servicesprovidedby SalesAgent,it is necessaryfor Licenseeto employmorethantwo (2) full-
timeemployees.Without limiting thegeneralityof theforegoing,ReimbursableStation
Expensesshall include,to theextentnot otherwiseincludedin Licensee’sExpenseSchedule:

(i) theentire outof pocketcostsandexpenses,if any,actually
incurredby Licenseein orderto completetheconstructionof thedigital facilities of theStation
in accordancewith theCommunicationsAct;

(ii) reasonablecapitalandoperatingexpensesactuallyincurredby
Licenseethat arenecessaryto enabletheStationto continuebroadcastoperationsin accordance
with thetermsof theFCCLicensesandtheCommunicationsAct;provided,however,that, prior
to incurringany capitalexpensesnot includedin Licensee’sExpenseSchedule,Licenseeshall
obtainthewritten consentof SalesAgent to undertakesuchcapitalimprovements,which consent
shall not be unreasonablyconditioned,withheld ordelayed;

(iii) reasonableoperatingexpensesactuallyincurredby Licenseethat
arenecessaryto enableLicenseeto conductthebusinessandoperationsof theStationin
accordancewith thetermsof thisAgreement(including,without limitation, any liability incurred
asa resultof any programmingbroadcaston theStation,otherthanprogrammingproducedin
wholeor in partby Licenseeor any Affiliate of Licensee,subjectto therights of SalesAgent set
forth in Section8 below) andthat conformin characterto an expenseline item orcategory
expresslyset forth in Licensee’sExpenseSchedule;
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(iv) any out-of-pocketcostsorexpensesactuallyincurredby Licensee
in any given monthin excessof $10,000otherthan in accordancewith Licensee’sExpense
Schedule,provided,however,that theaggregateamountof any suchexcesscostsor expenses
shall notexceed$50,000duringtheone-yearperiodfollowing theadoptionof theapplicable
Licensee’sExpenseScheduleandthat all suchexcesscostsor expensesshallhavebeenincurred
in theordinarycourseof business;and

(v) any costsor expensesactuallyincurredby Licenseeasa resultof
complyingwith theobligationto broadcasttheDeliveredProgramming.

(c) “JSA Fee”means$4,166.66per month,payableby SalesAgentto
Licenseein considerationfor theright to sell theAdvertisements.

(d) “Licensee’sExpenseSchedule”meanstheout-of-pocketcostsand
expensesLicenseeexpectsto incurin operatingtheStationandperformingits obligationsunder
this Agreement,a copyof which is attachedasExhibit A hereto.Subjectto Section7 hereof,
Licensee’sExpenseScheduleshall covertheperiodcommencingon theBaseDateandending
on [December31, 200].]

(e) “Station CashFlow” meansbroadcastoperatingincomeof theStation,
determinedin accordancewith generallyacceptedaccountingprinciplesconsistentlyapplied,
adjustedasfollows:

(1) plus thesumof (i) depreciationandamortization(including film
amortizationandamortizationof deferredandstockbasedcompensation)relatingto the
Station(to theextentsuchdepreciationandamortizationwere deductedin calculating
operatingincomeof theStation),and (ii) any trade/barterexpenses(to theextentsuch
expensesweredeductedin calculatingoperatingincomeof theStation);and

(2) lessthesumof (i) any amountspaidby SalesAgentto Licensee
pursuantto Section2(a) below;(ii) cashpaymentsmadeorscheduledto be madefor
programcontractrights relatingto theStation;(iii) paymentsmadeby SalesAgent to
Licenseeto theextentnototherwisetakeninto accountin calculatingoperatingincome;
(iv) any rental incomeearnedby SalesAgent from Stationrealpropertyor towersleased
to theextenttakeninto accountin calculatingbroadcastoperatingincome;(v) anyrent
paidwith respectto any capitalleasesof theStation;(vi) theallocableportion, to the
extenttakeninto accountin calculatingoperatingincome,of any feesreceivedby any
Affiliate of Licenseefor enteringinto any arrangementwith athird partythat relatesto
theStationandany othertelevisionstationownedand/orprogrammedby Licenseeor any
Affiliate; (vii) anytrade/barterrevenue;(viii) any revenueattributableto Delivered
Programming;(ix) any capital leaseinterestexpense;(x) any costofcapitalinterest
expenseorotherfinancingcosts;and(xi) theamountof anyexpenditureson capital
equipmentpurchasedby SalesAgentaftertheBaseDate.

(f) “LicenseeRevenueShare”meansthepaymentto bemadeto Licensee
eachmonthfrom Net SalesRevenuein accordancewith Section2(a)below.
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2. Allocation of Revenue. Beginningon theBaseDate,Net SalesRevenueshallbe
allocatedandpaidon a monthlybasisasfollows:

(a) Foreachcalendarmonthduringtheperiodfollowing theBaseDate,
Licenseeshall receivefrom Net SalesRevenuefor eachsuchmontha paymentequalto thesum
of (i) ReimbursableStationExpensesfor suchmonthto theextentsuchReimbursableStation
Expensesareconsistent,in characterandamount,with Licensee’sExpenseScheduleor which
otherwiseconstituteReimbursableStationExpensesunderSection1(b)(i)-(v), (ii) theJSAFee
and(iii) 10%of StationCashFlow for suchmonth;provided,however,thatno amountshallbe
dueunderthis clause(iii) of Section2(a) unlessanduntil theannualStationCashFlow in a
given fiscal yearduring theTermexceeds$2,200,000.Theforegoingnotwithstanding,Licensee
shallnot be entitled to receiveany amountpursuantto clause(iii) ofthis Section2(a) if, at the
time suchamountis due(the“CashFlow PaymentDate”), theaggregateamountofNet Sales
Revenueduringtheperiodfrom theBaseDate until theCashFlow PaymentDateis lessthanthe
sumof theReimbursableStationExpensesandJSAFeespaid to Licenseeduring theperiodfrom
theBaseDateuntil theCashFlow PaymentDate.

(b) For eachcalendarmonthduringtheperiodfollowing theBaseDate,Sales
Agent shallreceivefrom NetSalesRevenuean amountequalto theNet SalesRevenuefor such
month lesstheLicenseeRevenueSharefor suchmonth.

3. Paymentof LicenseeRevenueShare

.

(a) On orbeforethefifth (
5

th) businessdayof eachcalendarmonth duringthe
Term,Licenseeshalldeliver to SalesAgentastatementsettingforth in reasonabledetail the
amountofReimbursableStationExpensespaidby Licenseeduring theprior calendarmonth.
Thestatementshallincludeinvoice copiesandotherdocumentationreasonablysatisfactoryto
SalesAgentevidencingLicensee’spaymentof suchReimbursableStationExpenses.Licensee
shalldeliverpromptlyto SalesAgentsuchadditionaldocumentationconcerningtheamounts
shownon Licensee’sstatementasSalesAgentshallreasonablyrequest.

(b) Onorbeforethefifteenth(1
5

8h) businessday of eachcalendarmonth
duringtheTerm,SalesAgentshall payto LicenseetheLicenseeRevenueSharefor theprior
calendarmonth.

(c) If Licenseeelectsto preemptanypreviouslyscheduledcommercial
programmingin favorof replacementcommercialprogrammingfrom whichLicenseewill
receiverevenueornon-cashconsideration,then,to theextentthat SalesAgentsuffersa lossof
revenue(“Lost Revenue”)from its inability to broadcastadvertisingspotsthat weresoldfor
broadcaston suchpreemptedprogramming,acashamountequalto theamountof theLost
Revenueshall be deductedfrom thepaymentofLicenseeRevenueShare. Thisprovisionshall
not applyto thereasonable,goodfaith exerciseby Licenseeofits rights underSection4.5 to
preemptBroadcastMaterial (i) to presentalternativeprogrammaterialofgreaterlocal or
nationalimportanceor (ii) that Licenseedeterminesto violateapplicablelawsor to be contrary
to thepublic interestor thetermsofthis Agreement. Licenseerepresentsandcovenantsthat
preemptionpursuantto Section4.5 shall only occurto theextentthatLicenseedeemssuchaction
necessaryto carryout its obligationsasan FCClicensee,andexpresslyagreesthat suchright of
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preemptionshallnotbe exercisedin an arbitrarymannerorfor thecommercialadvantageof
Licenseeor others.

(d) Any paymentmadehereunderthat coversapartialcalendarmonth shallbe
proratedon thebasisof theactualnumberof daysin suchmonthto which suchpaymentapplies.

4. Rights of Audit and Objection

.

(a) Rights ofAudit. At all timesduring theTermandfor twelve(12) months
following theterminationof this Agreement,eachpartyshall havetheright, at its own expense
anduponprior written requestto theotherparty, to reviewandauditthebooksandrecordsof
suchpartyrelatingto Net SalesRevenue,ReimbursableStationExpensesandStationCash
Flow. Any suchreviewmusttakeplaceduringnormalbusinesshoursMondaythroughFriday.

(b) Rightof Objection. On orprior to the30th day afterLicensee’sreceiptof
aLicenseeRevenueSharepayment,LicenseemaygiveSalesAgentawrittennotice(an
“ObjectionNotice”) indicatingits objectionsto theapplicablepayment. If Licenseefails to
deliveran ObjectionNoticewithin suchthirty (30) day period,thentheapplicableLicensee
RevenueSharepaymentwill be conclusiveandbindinguponthepartieshereto. If Licensee
givesatimely ObjectionNotice,LicenseeandSalesAgentwill negotiatein goodfaith to resolve
theirdisputesregardingthedisputedLicenseeRevenueSharepayment. If thePartiesareunable
to resolveall disputesregardingsuchLicenseeRevenueSharepaymenton orprior to the
thirtieth (30th) day afteranObjectionNoticeis given,thePartiesshall retainaqualified
accountingfirm (eitherby mutualagreementor by randomchoiceaftereliminatinganysuch
firm which is conflictedorotherwiseunableto participate)(the“IndependentAccountingFirm”

)

to resolvethe disputeas soonaspracticable,andin any eventwithin thirty (30)days.The
LicenseeRevenueSharepaymentfor theapplicableperioddeterminedby theIndependent
AccountingFirm will be conclusiveandbindinguponthepartiesheretoandwill constitutethe
LicenseeRevenueSharepaymentfor suchapplicableperiodfor all purposesof this Schedule
3.1. Thefeesandexpensesof theIndependentAccountingFirm in connectionwith its reviewof
anyLicenseeRevenueSharepaymentshall bepaid one-half(1/2) by SalesAgent andone-half
(112)by Licensee.

5. NationalRep Contract. Exceptasprovidedin this Section5, nationalspot
advertisingbroadcaston the Stationshallbe soldby Katz Millennium Sales& Marketing,Inc.
(“Katz”) pursuantto thetermsoftheRepresentationAgreementdatedAugust 13, 2001,between
Katz andSalesAgent,as assigneeof SinclairProperties,LLC (the “Katz RepAgreement”). All
proceedsfrom thesaleof suchadvertisingshall beconsideredNetSalesRevenueforpurposesof
this Agreement.Notwithstandingtheforegoing,SalesAgentmay,at its optionandexpense,
obtainaterminationof theKatzRep Agreementandenterinto arepresentationagreementwith
suchothernationalrep firm as SalesAgentmayselectandsuchotherfirm shall havetheright to
sell theStation’snationalspotadvertising.

6. LicenseeExpenditures. Nothing in this Schedule3.1 shall restrictLicenseefrom
enteringinto any contractorcommitmentor incurringany obligationor liability in connection
with theacquisitionof programmingfor broadcaston theStationor theemploymentof such
personnelasLicenseedeemsto be necessaryor appropriatefor theoperationoftheStation.
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7. Changesto Licensee’sExpenseSchedule. Commencingin 200 andannually
thereafterduringtheTerm,LicenseeandSalesAgentshall cooperatein goodfaith to agreeupon
in writing no laterthanOctober1 of theapplicableyearsuchchanges,if any,to theLicensee’s
ExpenseScheduleas arereasonablyrequiredto accuratelyreflect actualReimbursableStation
Expensesincurredduring suchyear(or, in thecaseofLicensee’sExpenseScheduleattached
heretoasExhibit A, duringtheperiodcommencingon theBaseDateandendingon December
31, 2003. In theeventthatLicenseeandSalesAgentare unableto resolveanydispute
regardinganyproposedchangesto aLicensee’sExpenseScheduleby October1 of anyyear,
eitherpartymaynotify theotherpartyin writing ofits objectionto Licensee’sExpenseSchedule
for theprior year. In theeventsuchanotice is provided,until suchtime asthepartiesagree
upon a newLicensee’sExpenseSchedulein writing, this Agreementshall remainin full force
andeffectin accordancewith its terms,exceptthat theLicensee’sExpenseScheduleforthe
succeedingyearshall be theLicensee’sExpenseSchedulefor theprior yearsubjectto an
automaticincreaseof eachexpenseitem setforth in theLicensee’sExpenseSchedulefor such
prior yearin an amountequalto thegreaterof five percent(5%)or the increasein theU.S.
Departmentof Labor,BureauofLaborStatistics,ConsumerPriceIndex for All Urban
Consumers(CPI-U) for theU.S. City Averagefor All Items,1982-84=100(the“Automatic
Increase”). If neitherpartyhasprovidedto theotherawritten notification of a disputeregarding
changesto aLicensee’sExpenseScheduleprior to October1 of theapplicableyear,the
Licensee’sExpenseSchedulefor thesucceedingyearshall be theLicensee’sExpenseSchedule
for theprior yearsubjectto the AutomaticIncrease.

8. Programming Liability Claims. If Licenseehastheright underSection1(b)(ii)
of this Schedule3.1 to seekreimbursementfrom SalesAgentfor any liability that maybe
incurredby Licenseeas aresultofprogrammingbroadcaston theStation,Licenseeshallnot
settleany claimregardinganysuchliability without SalesAgent’sconsent(suchconsentnot to
beunreasonablywithheld),andSalesAgentshallhavetheright to participate(atSalesAgent’s
cost) in thedefenseof any actioninvolving aclaim for any suchliability.
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