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"AUGUST 10, 1960

My name - is Frederlck W, Ford,‘and I am here today as
Chairman of .the Federal Communlcatlons Commlssron.

on June 28, 1960, 1mmedlate1y after the House of Repre-
‘sentatlves approved S, 1898 as - amended by the House/Commxttee
on Interstate and Forelgn Commerce, and as further amended on
the floor of the House, the Commission informed the Chaxrman
of your Senate Interstate and Forelgn Commerce Commlttee in
,‘pertlnent part that~_ "In our v1ew the prov151ons comta1ned in
thls 0111 would be most helpful to the Comm1551on 1n carrylng
out .the obJectlves of the Communlcatlons Act, and we urge that
the Senate make every effort to con51der thls leglslat1on dur—
1ng this Session of Congress

The Commission w1shes to thank you for schedullng thls'
nearing to considerv»hls prOposed 1eg1slat1on. The substance
of several sect1ons of thls ball were 1ncluded rn mé Commi s=
is1on s leglslatlve prOposals before the 86th Congress. '

The Comm1ss1on has also partnc1pated w1th representatroes
of the 1ndustry, Federal Communlcatlons Bar Assoclatwnn the
.staff of the House Commlttee on Interstate and Fore1gn Commerce,
and theQHouse Leglslatlve Counsel in rev1s1ng and redraftlng‘
'many of the sectlons of S° 1896‘pr10r to the b111 5 passage b&

the House of Representatlves.;



-2 -

Unless the Commlttee has some obJectlon, we will consider
the sectxons of the proposed ‘Act -in- numerrcal ordero

Sect1on l merely proéldes a ‘short tltle for ‘the blll, to
which we have no obJecglon. ' |

Section 2 would repeal ihat.po:tiﬁn of section 4(b) of
the Communications.Act which -permits Commissioners to accept
;easoﬂable honorariums-of'édﬁﬁéﬁsatiOn'for"the presentation‘or
delivery“of‘pdpéf§; The ‘Commission supports the eénactrment of
this sectiOn-which'is"oﬁé cf'tﬁéfééﬁmission’s‘Iegislétive Pro=
posals before the 86th Cdﬁdréﬁs;7asls; 1735, It is also proe=
posed in Section 114 of H.R. 4600, The Communications Act
amendments, 1952, reldxed3£héfb%ﬁhibition“é@ainst'Commi§siodérs
‘engaging in any other business, vocation, profession, or -€mploy=s
‘ment by providing that thﬁ%'ﬁiéhfbitioﬁ-sﬁﬁuld'hot apply to the
presentation or delivery of publications or papers for which a
reasonable honorariim of ‘¢dipensation may ‘bé accepted (47 U.S.C.
'154(b)). " Section 3 will in éffect repeal thi’s special provision,
The remaining language of section 4(b) of the Communications Act
will make unifo¥m among ‘the regulétory”égéﬂcies a“similar pro-
hiBifioﬁ;édéinsﬂ“CaﬁMQééioners engaging in any other business,
vdbéfibn,-profeééibﬁg'dr-empldfment; The Commission accordingly
recommerids the repeal of ‘that portion ¢f ‘section 4(b) of the
Communications Act as proposed in Sectiom 2,

' Section 3 would amend section 307 ‘of the ‘Communications Act
to make clear that the Commission ¢an dnd, on appropriate oc-
casions,’ should I'ssue broadcast StatiJﬁ:IféénSesdfor”;erms
shorter than 3 years, The present section 307(d) of the Act

provides:
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"ews® Upon the expiration of any license, upon

application therefor, a renewal of such license

may be granted from time to time for a term of

not to exceed three years in the case of broad-

.castlng licenses, and not to exceed five years

in the case of other licensesgh%%s"

This language has always. been construed as giving the.
Commission discretion to issue'broadcastqlicepses'forAa:ter@%
of less than 3 years and this'ha%,ofxen_been,dpne;‘ At the,
present time broadcast licenses are-issued for a three year.
ﬁerib&land the rules so provide, We. have proposed to modify
these rules to make it clear th§t~the.Commj§sjon may in approe~
biiéte,cases'issue licenses for shorter terms and a notice of .
pfdﬁobed~ru1e making to that end is now outstanding.

Théwéubstance of'Sectiqni4-of.S. 1898 dealing with secxigp‘
309 ‘'of the Communications Act is identical ‘to. the shbstancekpf
S. 1898 as passed by the Senate,: August, 19, 1959, - You will
fécail that when S, 1898:was‘éonsidgquﬁbx“ypu: Subcommittee,
thére was a substantial area of disagrpempnt:between representa-’
tives of the Commission and the Egderal.Cqmmqnications Bar
Aésociétion.' At the conclﬁsion of that hearing, Senatpr'Pastoqe
‘suggested that the Commission and the FCBA should work out
lamguagé acceptable to all of us, We did .so, submitted it to
this Subcommittee on July 22, 1959, and on August 19, 1959,
the Senate passed S, 1898,

At the time the Subcommittee on Communications and Power
"of the House Committee on-Interstate and Foreign Commerce conf 

sidered S, 1898, the Commission®s staff .was.requested to assist
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in a revision of 5, 1898;; Membens,of'eu? staff andffepreeentativee
of FCBA and the American Bar Association worked with the staff
of the Committeehend.the.HouseiLegislaiinedennsel,id:reviﬁe
the billg Gfeat cane-was taken to preserve the‘eubstanee:just
as it was passed by .the Senate, Thgt:prqpoeal igAgon Section
4 of S;n1898 asxpassed by the House;4

When we: transmltted the language of S, 1898 to your Com-
mittee on July 22, 1959, the Commlsslon set forth at some length
its reasons for supportxng this bills. Our‘posnpion_on thxs';
pointvhas not chenged-andfweeagain‘urge.the,Senete‘hq nak@_?iéfy
effort to.epprove»this iegisletion-in:}his:eeeeibn of Congréssy’

Section. 5 would amend section 311 of the Communxcat1ons
Act to requlre applicants for mosfllnstruments of authorlzatlon
in the broadcastlng serv1ce to g1ve notlce of the flllng of

i

their appllcatlons, and 1f any such applicatlon is de51gnated

«

for hearlng, to give notlce of such hearlng. Each such notice
would be given in the prlncxpal area which is'Séfved'dr'i§‘fW'Be
-served by the broadcast station with respect ‘to whlch such ap~”

plication is filed. The Commlsslon,would prescrlbe by rile the

form and content of such notices and the manner and frequency
w1th which they are given, . The amendment would also authoxize

the Comm1351on to hold hear1ngs at a place in, 6n'inﬁ£heijdinity

G *
4 .

of, the pr1ncipal-area to be served by the station involved in

such hearlng if the Commxssxon determines that the publlc 1nterest,

conven1ence, or necess:ty would be served by conductxng stich

w0

local hearing. The Commlsslon supports these amendments,
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"This section also deals with,thé problem of "pay-offs"
or compromise of applications, This section would make. it
unlawful; without approval of the. Commission, in aily. case -
where two or more applications for a construction permit. for
a broadcasting station are pending and only one application:
can be granted,.for the applicants to effectuate an agreement.
whereby one or more such applicants withdraws his or their
application or-applications, The agreeing parties would be
required to submit to the Commission full information with
respect to.the agreement which would have to be set forth in ..
such detail, form, and manner as the Commission shall by rule
require,

The -Commission may approve such .agreement only if it-
determines that it is consist@nt-With,thevpublic-inperest,,cpnn
venience or necessity, -If the agreement does not contemplate .
a merger, but eontemplates the making of any direct or in-
direct payment to any party thereto in consideration of his
withdrawal of his application, the Commission may determine
the. . agreement to be consistent with the -.public interest, con~
venience or necessity only if the amount or value of such pay~
ment, as determined by the Commission is not in excess of the .
aggregate amount determined by the Commission to have peen or
to be:legitimately and prudently expended in connection with
the :prosecution of such application, |

- We believe that this proposal will do much to discourage
the filing of strike application® but will not -preclude bona .

fide settlements among
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mutually.exc@ysive applicants for 'the same broadcast facilities,

Section 6 of S, 1898, amending section 312 of the Communi-
cations .Act, "ADMINISTRATIVE SANCTIONS", would authorize.the
Commission to suspend station licenses for a period not~inﬁ
excess. of ten days on grounds similar to:those.on which the
Commission is.now authorized:to revoke a license, This pro«:
vision:woqld‘permit greater flexibility in the Commission's.
enforcement .program.and is one .of 'seyeral measures short.of
revocation which would enhance the ability of the Commission:to:
deal with the problems now, facing it, .

: Section 6 would also authorize the Commission to revoke
or suspend a station.liden§e“fqgfvialagion‘qf sections 1304,
1343, or-1464 of Title 18 of the United .States Code, . Section.
1304*of1the.9riminalaCQde,prohibitswthg.btoagcast of lottery .
informggipn:~sect;on 1343 prohibits fraud by radio; and section..
1464 prohibits the utterance of obscene, indecent, or profane .
language by radio,

We. have .earlier proposed legislation authorizing the Comm.
mission te suspend.station licenses and.construction permits.. .
for-a period not exceeding ninety days, which is .introduced .
as S, 3528, The Commission has no objection to the.lesser.,
maximum period of suspension as provided in section 6 of this
proposal and would welcome: legislation to. authorize -the .susw
pension of station licenses and construction permits for such.
periods in appropriate situations, . .

. Section 7, amending section 503 of: the Communications Act,



would authorize the Commission to impose forfeitures on licensées
or permittees of broadcast stations of not to exceed $1,000 a
day’ for certain violations, Such forfeiture shall belinfhaé“’
dition to any otherfpenalty provided by the Act, The forfeitures
may be remitted or mitigated by the Commission upon éppliéa%ibhf
of the licenéee.‘v

The only sanctions presently available to the Cpmmis%ibn}ﬁ;
excep%zih certain cases involving common carrier matters and
li;ensés of ships'rédio stations, is revocation of the stbfiﬁn”
llcense. This sanction is drastic, The revocation of a
11cense to operate a brbadcast station can have a far reaching‘
effect on the communxty it serves as well as upon the licensee“*
of the station, - | ‘

The current problems which have recently come to light in
broadcasting make it desirable that 'some’ less drastic butAeIféhé
tivei&fdetefring sanctions should be .available to the .Commission,

The Cdﬁhission\is of the view that authority to impqsﬁ’i’
monetary forfeiture on broadcast licensees would provide it
with an effective tool in dealing with violations in situations
where either revocation of.suspension does not appeaf'to be
appropriatéfﬂvfhe Commission has already submitted proposed
legislationvfb the Congress, désigﬁed to provide it with author=-
ity to impoée forfeitures, fof violationS’in services otlier than
broadcasting, provided in 8. 1737 approved by the Senate
August 21, 1959, and H.R, 6574, and S. 3528 which is designed

to provide it WIth authorxty to impose forfeitures for certain
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" violations by permittees and licensees of broadcast stationg, -
This section would give -the Commission authority to impose
a forfeiture, payable into the Treasury of the United;States;5
upon ‘any licensee or permittee who deviates from the require-.
menté'of‘the Communications Act or any rule or .regulation of . - ..
the Commission, NThe proposal permits the Commission to vary
ﬂihéfseverity'of"thglforfeixure to suit the nature of the of=- .. .
fense, except that the proposal does. not permit a forfeiture . .
to ‘exceed $1.000»fbr>a~partioular~offensg..4Thqre;has,begpwsq@§¢
oppositioﬁ to authority on the part of theJCoQE§§§iqn to impose .
a forfeiture withdut a hearing, . However, "the proposal afforgds. ..
any person against whom a forfeiture is ievied:aﬁ'oppo;tqninyggg
request the .Commission for-the remission or mitigation of such.
fofqufﬁgp;“ If, after consideration.of any applications for
Jremission or mitigation; the forfeiture.is not paid, it would. .
be ¥ecoverable by civil suit in an appropriate Upipqqutaygs_
District Court as provided in subsection 594(?);of the Communica-
tions  Act,. -
' -Section 504(a) provides in.pertinent part:
"The forfeitures:provided for in this Act )
" :shall be payable into the Treasury of the United
‘States, and- shall be.recoverable in a civil suit
in ‘the name of the United States brought in the
ndi@tricmawhereﬁtbe_pe;son or carripr;hasniﬁﬁ_1:
%prtncipél=opexatlng office or in any district

through which the line or system of the carrier
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runs oo - Such forfeltures shall be in addltlon
- to any other general or. specxflc penaltles hereln

prov1ded°‘ It shall be-. the duty of the various .

district attorneys, under the direction of the

Attorney General of the Unrted States, to prosecute

for the recovery of forfeltures under thrs Act.,,
The Iicensee in such a civil suit would be entltled to demand
a trial by jury as prov:ded 1n Federal Rules of Civil. Procedure,
Rule 38, 28 U.S.C.A., This procedure insures that the interests
of the licensee will be fully. protectedol'

The Commission strongly approves the prOposal in sectlon T

Section 8(a) rewrltes sectlon 317 of the Commun1cat10ns Act
of 1934 which requires announcements to be made w1th respect to
certain matter which is broadcasto

Section 8(b) amends Title V of the Act by addlng a new
sectron 508 at the end thereof, Such sectlon 508 would requlre
the disclosure of certain payments made to persons other than
station llcensees for the broadcastlng of matter° Such disclosure
s requ:red 1n order that announcements nay he made as provided
in section B(a). ' | | |

The proposed section 317(3)(1) down to the pIOVISO is sub=-
stantially the same as the present sect1on 317. The prOVISOA
reads: "Provided, That servrce or other valuable consrderatron'
shall not 1nclude any service or property furnished thhout
‘charge or at a nominal charge for use on, or .in connectron thh,

a broadcast unless it 1s S0 furnished 1n consideration for an
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identification in a broadcast of any person, proonct, service,
trade mark or brand name beyond.an:rdentification‘whicn is
reasonably,relatedltO"the use of such service’or‘property on
the broadcast,” - |

The words "beyondgan_iqengigtoation.whien is reasonably
related to the use ofpspoh'servicepor:property on the broad-
cast"” might raise the problem .as to the permissible degree of
 identification without the*neoeﬁsﬁty'ofzan.announeementg Howe
ever the‘ﬂouse'lnterstate,ann,Eoreign Commeroe tommitteelgeport
incorporated pertinent portions of commentary and specific.
' guide lines which are of. considerable assistance in determining
the meaning of this language, This wonld enable the Commission
to be in a position to place aVreaeonaole interpretation upon
this general languaqe.A

. Subsection (a)(2) of proposed SeotionJ317 wbuld permit the
Commission to continue‘in»existenoe its rulejregarding political
programs or controversial 1ssueso

Subsection (b) of the proposed sectron 317 relates
to the companion dzsclosure statute and would require an‘announce~
‘ment of sponsorship where qonaideration_within the disclosure
statute was received by personsVotherlthan~the licensee of the
station, v

5‘Section:§o)‘o£ the‘propoxm.éeptiént317 would require -a.

station licensee to ereroise;reasonableldiligenoe to obtain
from its employees and other 1nformation to enable. the lzcnnsee

to make appropriate announcement of sponsorshipo The term
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"reasonable diligence" is appropriate in the circumstances,
since it would require the licensee to take apprOpriate steps
to secure such information, but it would not place a licensee
in the position of being an 1nsurer, nor does this condition
permit a licensee to escape responsibility for sponsorship
announcements_by-inactivity on his part We belleve that the
term "reasonable diligenceﬁ has a sufficiently accepted legal
meaning so'as toApermit the CommISSIOH to apply this standard
in given factual situations°

Subsection (d) of the prOposed section 317 prov1des that
the Commission may’ waive the requirements of an announcement
where the public interest, convenience, or necess1ty does not
require an announcement.

Section (e) of the proposed section 317 grants the Commis—
sion power to prescribe appropriate rules and regulations w1th
reference to this section° )

Section 8(b) would amend Title V of the Communications Act of
1934 to require the disblosure 10 the broadcast station licensee
of payments made to persons other than the licensee of such'
station for the broadcasting of any matter by such stations.l
A person who violates this proposed section would be subJect :
to crininal penalties, .

The Comm1551on fully supports the proposals set forth in
:‘Section 8 of S, 1898 as passed by the House of Representatives.

‘However. for the sake of clarity the final sentence of section

(d) of the disclosure statute providing that an appropriate
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announcement shall constitute the disclosure required, should
appear as a separate subsection of the proposed statute,

. Any broadcast statippfljcepspewwhp,failé_}o¢cp@ply with
the provisions of Section 317 of the Act as now written jis
subjectito the penal;ies.setﬁiqxgb in.SectianSOL of the Com—
munications. Act,; ypweyeghathesef§ep;;pp§ apply.only to the
licensee of the station;and afford ho;ﬁpp;;o; over employees. or
other persons who may.recelve: payment: for prpadcafting material
without the announcement required by section 317, loreover,
these two sections of the Communjcations Act -have. no applica-
tion whatsoever to those.who@qakg{php,pgyment;p:’promﬁses to
pay in exchange -for the clandestine ?dY?Fti§§19;°f their pro=
ducts, It is the view of the Commissiyp‘}hat-q!ppiﬁinal statute
such~as:sectién 8,: providing for 4 fine.or }ppri§qpmept.’or both,
would. be aAsubs&antia;;anp4e£§eptiye'dete;;gnq’tou;his unde~
sirable practice,

- Another problem that has faced the Commission, as well as
:this Committeey.is .that qudeceptivewpontests oz_fixed qui@-.
showss Section 9 of S. 1898 would add a new section 509 of .
Title 'V of the .Communications Act which would prohiblt certaxn
practices in case of contests of intellectual knowledge, or
intellectual skill, _

"The Commission is in full accord with the general objec-
tives of section 509,  The Commission has prepared and sent to
the Bureau of the Budget proposed legislation that would provide
criminal sanctions for deceptive broadcast p;ac;ice§'wi;h refe

erence to tests or contests of intellectual skill or knowledge,



While the Commission has regulatory authority with respect
to interstate and foreign radio broadcasting, the jurisdiction
of the Commission over deceptive broadcast practices does not
extend beyond its broadcasf licensees and the Commission cannot’
reach networks directly or advertisers, producers, sponsors, and
others who in one capacity or another are associated with the
presentation of a radio or television program which may deceive
the listening or viewing public, The Commission has issued a
Notice of Proposed Rule Making (Docket 13390) to amend its rules
to curb deceptive practices in quiz programs and other contests
of intellectual skill or knowledge by imposing certain require~
ments on its broadcast licensees with reference to such programs,

The Commission feels that the proposed criminal statute
will help to assure that every contest of intellectual skill or
knowledge that is broadcast will be, in fact, a bona fide contest,
The existing statutory authority of the Commission in this area
is ineffective in reaching beyond the broadcast licensee, who
in many instances may be hundreds or even thousands of miles
away from the origination of.the program and may have no know~
ledge of the deceptive nature of the program or the means to
acquire it, Thus, the Commission believes it desirable that the
Congress enact section 9 as a criminal statute which would
penalize those persons responsible in any way for the broadcast
of a deceptive program of the type provideds The Commission is
of the opinion that a criminal statute providing punishment by
a fine or imprisonment, or both, would be a substantial and
effective deterrent to future activities of this type.

. This language of section 9 should be helpful to the Commis-
sion,
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FROM THE SENATE COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE

Senator John O. Pastore (D-R.I.), Chairman of the Subcommittee

on Commnications of the Senate Committee on Interstate and Foreign

Commerce ennounced today that hearings would be held on S. 1898, the

so-called payola legislation, starting August 10, 1960, at 10 s.m.,

in room 5110, new Senate Office Building.

The legislation as it passed the House involves the following

general categories:

6.

to provide a pre-grant procedure in case of certain
applications;

to impose fimitationsvon payoffs between applicants;
to grant authority to suspend station licenses;

to require disclosure of payments made for the broad-
casting of certaln matter;

to grant authority to impose forfeitures in the broad-
cast service; and

to prohibit deceptive practices in contests of
Intellectual knowledge, skill, or chance.

The hearings will be on the amendments that were adopted by

the House Committee with particular emphasis given to the so-called

suspension and forfeiture provisions as adopted by the Committee

and amended on the House Floor.



