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It's all over for RKO's WNAC -TV 
Supreme Court refuses final 
appeal from FCC decision 
denying license; NETV poised 
to take over Boston ch. 7; 
legal battle proceeds on 
other fronts as licensee 
tries to protect other 15 

RKO General inc: s 13 -year fight to hold 
on to its license for WNAC -TV Boston 
ended last week when the U.S. Supreme 
Court refused to review the FCC decision 
to deny renewal of the license. A new 
company, New England Television Corp., 
formed from the merger of two applicants 
that had initiated the fight over the Boston 
channel 7 in 1969, is expected to take con- 
trol of the facility within 90 days. For 
RKO, the task now is to hold on to the 
licenses of its 15 other broadcast proper- 
ties, all of which are in jeopardy. 

The Supreme Court's decision- issued, 
as customary, without comment -means 
RKO will lose a station with an estimated 
value of $150 million, and one that, last 
year, earned $4.7 million in profits. Now, 
the station's only value is in its physical 
assets -estimated by the company last 
year at $9 million. NETV officials, as well 
as representatives of other broadcast com- 
panies, last week contacted RKO regarding 
the purchase of those assets. 

RKO, in a statement expressing its ex- 
treme disappointment over the high 
court's decision, said it would "satisfy 
fully our responsibilities to the Boston 
viewing public, RKO's WNAC -TV employes 
and our shareholders." The reference to 
shareholders was taken to mean RKO 
would seek the best offer possible for the 
station's physical assets. 

NETV won the big prize, at least condi- 
tionally, in an order the commission 
issued in February. One of the conditions 
set was Supreme Court affirmation of the 
commission's decision in the case. 
Another was that NETV make a satisfacto- 
ry showing of financial capability. NETV 
officials are arranging for a $40- million 
line of credit in accordance with a letter 
from the First National Bank of Boston 
that was filed with the commission in 
December. 

The issue probably cannot be con- 
sidered closed, however. A latecomer to 
the Boston channel 7 case - Atlantic 
Television -is seeking to have its applica- 
tion accepted by the commission. And it 
has appealed the order conditionally grant- 
ing NETV a construction permit. 

NETV and the applicants that merged 
into it- Community Broadcasting of 
Boston Inc. and the Dudley Station 
Corp. -last week asked the appeals court 
for a summary affirmation of the commis- 
sion's "patently reasonable decision" to 
reject Atlantic's "grossly untimely peti- 
tions" in order to allow the final chapter in 
the 13- year -old renewal proceeding to be 
concluded. They also filed a motion asking 
that the request be assigned to the same 
panel that issued the decision denying 
renewal of the WNAC -TV license. They 
noted the panel labeled the length of the 
proceedings "extraordinary" and urged all 
parties "to get on with the task." 

The commission decision in the WNAC- 
TV case originally applied to two other 

RKO properties as well - KHJ -Tv Los 
Angeles and wort -TV New York. The com- 
mission, by a 4 -3 decision in January 
1980, denied renewal of all three licenses 
on several grounds. But the U.S. Court of 
Appeals, in December 1981, affirmed only 
one -lack of candor. The court said RKO 
had in fact demonstrated an "egregious 
lack of candor" in withholding evidence 
regarding the wrongdoing of its parent, 
General Tire & Rubber Co. -its bribery of 
foreign officials and its maintenance of an 
illegal political slush fund, among other 
things. 

At the same time, however, the court 
said the finding could be applied only to 
the Boston case, in which the lack of can- 
dor was said to have been demonstrated. 
So the court remanded the KHJ -TV and 
WOR -TV proceedings to the commission for 
further consideration. 

The applicants challenging RKO for 
those facilities - Fidelity Television Inc. in 

Cause for concern. Cable operators, accustomed to looking ahead, might do well to take 
a look over their shoulders. According to a study by Browne, Bortz & Coddington, a Denver - 
based research firm, cable is facing increasingly stiff competition for pay television dollars. 
BBC studied two cable franchises in the Los Angeles market where STV thrives alongside 
cable and found, as National Cable Television Association President Thomas E. Wheeler 
noted last week in an address to the Washington Metropolitan Cable Club (see page 68), 
that STV can "sustain a high level of subscribership in an area it penetrates prior to cable 
TV service becoming available:' On the other hand, it's tough for STV to make headway 
after the introduction of cable (see chart). 

The number of subscribers who convert from STV to cable when cable becomes availa- 
ble is uncertain, the study said. Although cable operators claim conversion rates of be- 
tween 60% and 90 %, it said, "a very rough approximation" puts the figure closer to 50 %. 

BBC recommended that cable operators concentrate on programing to increase the con- 
version rate since its survey reveals that cable subscribers are more satisfied with their 
programing than are STV subscribers. "STV subscribers mention poor selection and quality 
of movies, limited variety and varied program quality as problems ... " BBC said. 

Based on available research, BBC said, a large portion of consumer demand "can proba- 
bly be met by a four- or five -channel service, suggesting multichannel STV, MDS, SMATV, or 
DBS can capture a significant market share:' Nonetheless, BBC concluded. cable televi- 
sion will remain the dominant medium because of its high channel capacity. Price makes 
the difference. BBC explained. "A five -channel program package is not substitutable for a 
50- channel cable package for the same price. However, if the price of the five -channel 
package is reduced by the marginal value of the other 45 channels (which is modest). then 
substitution will occur." 

BBC still expects the noncable media to pick up from 5% to 20% of the pay subscribers 
in any particular market and, it noted, such penetration can have a significant impact on 
the cable operators' bottom lines. "In a 200,000 -home market, for example;' it said, "even a 
modest five percentage point decrease in the basic -to -homes passed penetration rate 
causes revenues and net income to decline by S63 million and S13 million respectively." A 
20% decrease will cause a How cable and STV share the pay market: $250 million decrease in 
revenues and a S55 million 
drop in net income. it said. 
Because of cable's substan- 
tial fixed costs, net income 
will drop more quickly due 
to the competition than 
either capital or operating 
expenditures. 

A question of 
who's on first 

When cable 
comes first 

When STV 
comes first 

Cable -only subscribers 38.0% 28.3% 
STV -only subscribers 2.9% 13.9% 
Both cable and STV subscribers 4.8% 3.4% 
Non -subscribers 54.3% 544% 

Total 100.0% 1 00.0°ro 
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