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ACTING CHAIRMAN LaGROTTA: I'm going to 

call the hearing to order. 

Let this public hearing of the House 

Judiciary Committee come to order. 

This is Friday, August 20th. We are in 

the Gold Room of the Allegheny County Courthouse in 

Pittsburgh, and I'm State Representative Frank 

LaGrotta. 

I would like to welcome all of you to this 

public hearing during which we will gather 

testimony which is relevant to House Bill 1960, of 

which I'm the prime sponsor. 

House Bill 1960 has been introduced to 

prevent cable television companies or affiliates 

from charging customers additional fees, user fees, 

assessments, et cetera, for channels or events 

which are shown on channels which are included in 

the Basic Cable rate provided by that company. 

Of course, the introduction was prompted 

by the recent controversy in the Allegheny County 

area involving the KBL Sports Network and its 

attempt to levy per-seat fees on commercial 

establishments that subscribe to basic cable and 

receive KBL as part of this basic cable service. 

Today we will hear from a wide variety of 
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w i t n e s s e s who w i l l p rov ide t es t imony which we w i l l 

use t o s t r e n g t h e n the l e g i s l a t i o n in q u e s t i o n . 

Both s i d e s of t h i s impor t an t i s s u e w i l l be 

r e p r e s e n t e d today . 

As the Act ing Chairman of t h i s p r o c e e d i n g , 

I'm going t o ask t h a t each w i t n e s s p rov ide w r i t t e n 

cop ie s of h i s or her t e s t imony t o t h e members of 

the Committee and s t a f f and t h a t the w i t n e s s begin 

h i s or he r a l l o t t e d t ime wi th a s h o r t summary of 

t h a t t e s t imony so t h a t most of t h e t ime can be used 

to answer q u e s t i o n s from t h e p a n e l . 

We w i l l have a t i g h t schedule today , as I 

s a i d e a r l i e r . We w i l l make every e f f o r t t o adhere 

to i t . 

I always s a i d i f I had enough s e n i o r i t y t o 

be Chairman of a committee some day, I would always 

s t i c k to h e a r i n g s c h e d u l e s . And every Chairman 

t h a t came b e f o r e me s a i d t h a t and they have not 

kept t h e i r word, so I doubt t h a t I w i l l , e i t h e r . 

Having s a i d t h a t , I'm going t o i n t r o d u c e 

R e p r e s e n t a t i v e Will iam Robinson of P i t t s b u r g h , Dave 

Kran tz , who i s the Execu t ive D i r e c t o r of the House 

J u d i c i a r y Committee, and Mar t in Durkin from Senator 

Dawida's o f f i c e , and Tom Trkula from my s t a f f , my 

D i s t r i c t S t a f f . 
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That having been s a i d , I'm going to c a l l 

the f i r s t w i t n e s s , who i s Bernie Pucka and Jake 

Osterman, r e p r e s e n t i n g the Allegheny County Tavern 

Assoc ia t i o n . 

Do you want — from my u n d e r s t a n d i n g , t h a t 

microphone here i s on fo r you to t ake t h o s e two 

s e a t s . 

MR. PUCKA: I guess I'm going to l ead i t 

off h e r e . 

"The Allegheny County Tavern A s s o c i a t i o n , 

r e p r e s e n t i n g members in t h i r t e e n c o u n t i e s in 

Southwest P e n n s y l v a n i a , would l i k e t o go on 

r eco rd today as s u p p o r t i n g House B i l l 1960, 

which would p r o h i b i t any c a b l e t e l e v i s i o n 

s e r v i c e p r o v i d e r from l e v y i n g any a d d i t i o n a l 

u se r f e e , t a x , or s e r v i c e charge for any event 

shown on a channel i nc luded w i t h i n a c a b l e 

t e l e v i s i o n s e r v i c e which has been pa id for by a 

s u b s c r i b e r . 

We b e l i e v e i t would be a g r e a t i n j u s t i c e 

to permi t KBL, the c a b l e s e r v i c e in q u e s t i o n , 

to charge an a d d i t i o n a l fee t o t h e t a v e r n s 

based on s e a t i n g , as i s t h e i r c u r r e n t p r o p o s a l . 

The m a j o r i t y of t h e l i q u o r l i c e n s e e s in 

Southwest Pennsy lvan ia a re "Ma and Pa" type 
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p lace s , with a very small gross income. And 

the primary reason they have KBL or any other 

cable s t a t i o n i s s t r i c t l y for t h e i r own 

enjoyment, as they are usual ly working s ix teen 

or seventeen hours da i ly in t h e i r 

es tab l i shments . 

People jus t do not go to t h e i r 
I 

neighborhood bars to watch spor t ing events , j 

they may go to the so -ca l l ed "spor t s bars" 

whose primary drawing card is the spor t ing ] 
I 

even ts , but i t is r a r e , if ever, tha t people j 

congregate in t h e i r neighborhood taverns to 

watch these events . They can watch them a t 

home for free ! 

For KBL to levy a per -sea t charge would be 

devas ta t ing to the smaller businesses because 

empty bar s t o o l s do not pay to watch spor t ing 

even ts . 

In a recent po l l tha t I did of seventeen 

taverns in the P i t t sburgh a rea , t he re was a 

t o t a l of 102 customers combined on an evening 

when no ballgame was being t e l e c a s t . 

In the same seventeen taverns on two 

nights when the P i t t sburgh P i r a t e s were playing 

the San Francisco Giants , the re were 109 and 91 

1 
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c u s t o m e r s , r e s p e c t i v e l y . Obvious ly , KBL had no 

s i g n i f i c a n t i n f l u e n c e on t h e income of these 

p a r t i c u l a r b u s i n e s s e s , i f any. 

In a Post Gaze t t e e d i t o r i a l on J u l y 4, 

1993, a p e r c e p t i o n was given t h a t t a v e r n owners 

were d e r i v i n g a g r e a t p r o f i t from showing 

v a r i o u s even t s on t h e i r seven foot sc reen 

t e l e v i s i o n s . 

I would p e r s o n a l l y l i k e to i n v i t e a l l the 

members of the panel to do a survey of a number 

of t a v e r n s wi th me t o f ind out e x a c t l y how many 

o f fe r seven foot sc reen t e l e v i s i o n s to t h e i r 

cu s tomer s . You would f ind t h a t the 

overwhelming m a j o r i t y of t h e ba r s a c t u a l l y have 

a s i n g l e t e l e v i s i o n , probably s m a l l e r than t h e 

t e l e v i s i o n you have a t home, u s u a l l y under 

t w e n t y - f i v e i n c h e s . 

Broadcas t Music , I n c o r p o r a t e d , or BMI, and 

the American S o c i e t y of Composers, Authors and 

P u b l i s h e r s , or ASCAP, use the g u i d e l i n e of any 

s i n g l e home r e c e i v e r for de t e rmin ing whether or 

not t o cha rge an e s t a b l i s h m e n t a use r f e e ; t h a t 

i s , i f you have a s i n g l e t e l e v i s i o n and i t s 

under t w e n t y - f i v e i n c h e s , you a re no t charged 

at a l l under t h e g u i d e l i n e s e s t a b l i s h e d by t h e 
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Fede ra l Copyright Commission, which b r i n g s me 

to ano the r p o i n t . 

There i s c u r r e n t l y Fede ra l l e g i s l a t i o n in 

Washington, HR 1988 t h a t i f p a s s e d , would 

p r o h i b i t cab le companies from r a i s i n g fees 

a r b i t r a r i l y , bu t would a u t h o r i z e the Copyr ight 

Tr ibuna l to e s t a b l i s h fees t h a t b u s i n e s s owners 

could a f f o r d , wh i l e p r o t e c t i n g t h e copy r igh t 

ownership r i g h t s of the s p o r t s t eams . 

The l e g i s l a t i o n i s c u r r e n t l y in the House 

J u d i c i a r y Committee and the House Energy and 

Commerce Committee. This l e g i s l a t i o n would 

comple te ly e l i m i n a t e the " p e r - s e a t " charge as 

p lanned by KBL. 

On the June 23, 19 93 e d i t i o n of the John 

Cigna show on KDKA r a d i o , B i l l C r a i g , General 

Manager of KBL was quoted as s a y i n g , "We're 

t r y i n g t o ge t as much money as we r ea sonab ly 

can g e t out of the m a r k e t p l a c e . " 

This s t a t emen t seems to comple te ly def ine 

KBL's p o s i t i o n and would a t l e a s t e x p l a i n some 

of the t a c t i c s t h e y ' v e used t o p o s i t i o n 

t hemse lve s . 

For example, in a r e c e n t ad in t h e Post 

Gaze t t e pa id fo r by KBL, they thank a number of 
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t h e i r commercial s u b s c r i b e r s , one of them being 

J .K. Sportsmen, I n c . However, J e f f r e y K a l f a s , 

P r e s i d e n t of J .K. Sportsmen, I n c . , r e c e n t l y 

c a l l e d me and exp l a ined t h a t he never agreed or 

was even made aware of a p e r - s e a t cha rge by KBL 

and t h a t he in f a c t pa id S a t e l l i t e Spor t s 

Network $900 pe r year f o r h i s s u b s c r i p t i o n , 

which inc luded a g r e a t many o t h e r s p o r t s 

c h a n n e l s , i n c l u d i n g KBL. 

On s e v e r a l o c c a s i o n s , B i l l Craig of KBL 

has t r i e d t o use the f ea r of l o s i n g the v a r i o u s 

s p o r t s teams t o t h e s o - c a l l e d more h o s p i t a b l e 

r e g i o n s i f t h i s p e r - s e a t cha rge i s not a s s e s sed 

as a j u s t i f i c a t i o n of t h e p e r - s e a t c h a r g e . 

In the June 23, 1993 e d i t i o n of the Post 

G a z e t t e , the h e a d l i n e s read "KBL/taverns s e t t l e 

on t a b . " 

When I read the morning paper , I 

immediately c a l l e d C h r i s t i n e R o u v a l i s , t he Post 

Gaze t t e r e p o r t e r , and asked he r where she got 

her i n f o r m a t i o n . She t o l d me t h a t i t was in a 

j o i n t P ress Re lease from KBL and the Al legheny 

County Tavern A s s o c i a t i o n . 

Although p r o g r e s s had been made the 

p rev ious day and I was ex t remely happy to t h a t 
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p o i n t , I t o l d Fran Powell of KBL t h a t I would < 
I have t o speak wi th my Board and a few of my 

members before any s e t t l e m e n t could be reached 

or any p r o p o s a l a c c e p t e d . 

The next t h ing I know, t h e r e ' s t h e 

h e a d l i n e s in t h e Post G a z e t t e c la iming 

s e t t l e m e n t , based on a P r e s s Re lease I had 

never seen nor a u t h o r i z e d . You would t h i n k 

t h a t in a m a t t e r so impor tan t to KBL t h a t they 

would at l e a s t do t h e i r homework to he lp with 

t h e i r p o s i t i o n i n g . 1 
I 

In the June 29, 1993 Post G a z e t t e , Fran 

Powell i s quoted as s a y i n g , "There a re over 

5,200 b a r s in Allegheny County a l o n e . " I wish 

t h e r e were. I would immediately t r i p my 

membership. There a r e l e s s than 2,500 l i q u o r 
! 

l i c e n s e e s in Al legheny County, and t h i s » 

in fo rmat ion i s r e a d i l y a v a i l a b l e from the 

Pennsy lvan ia Liquor Cont ro l Board upon r e q u e s t . 

So why j u s t the b a r s , or does KBL's plan 

j u s t s t a r t wi th them? There a re a number of 

h o t e l s , m o t e l s , n u r s i n g homes, h o s p i t a l s , car 

r e p a i r shops and even b a r b e r shops t h a t use 

cab le t e l e v i s i o n as a way of e n t i c i n g consumers 

to choose t h e i r p a r t i c u l a r b u s i n e s s over 

j 
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an o th e r . 

Although the consumer, p a r t i c u l a r l y the 

t a v e r n owner, w i l l be t h e f i r s t ones h u r t by 

KBL's proposed p r i c e gouging. Because many 

t a v e r n owners w i l l c a n c e l t h e i r KBL 

s u b s c r i p t i o n , KBL, i t s a d v e r t i s e r s , the P i r a t e s 

and t h e Penguins w i l l a l l s u f f e r . I f fewer 

ba r s see the t e l e c a s t s , fewer consumers w i l l 

see t h e commercia ls , and peop le a l r e a d y angry 

by the i n c r e a s e d t i c k e t p r i c e s and p l a y e r 

s a l a r i e s w i l l l o s e ye t ano the r l i n k to t h e i r 

hometown teams. 

But KBL a l r e a d y has the answer t o our 

q u e s t i o n s and o b j e c t i o n s ; they can o f f e r t h e i r 

s e r v i c e as p a y - p e r - v i e w . But you s e e , because 

of the l i m i t e d c i r c u l a t i o n of p a y - p e r - v i e w , KBL 

would l o s e t h e i r base of a d v e r t i s e r s t h a t , by 

the way, I have a l r e a d y been t o l d by KBL t h a t I 

would be sued i f I s o l i c i t t he h e l p of the 

a d v e r t i s e r s in t h i s m a t t e r . 

In c l o s i n g , in t a k i n g over one thousand 

t e l ephone c a l l s , c o n t a c t i n g t w e n t y - s i x S t a t e 

L e g i s l a t o r s , and be ing a gues t on a g r ea t many 

r a d i o and t e l e v i s i o n shows, only two c a l l e r s 

have p o s i t i o n e d themselves on the s i d e of KBL. 
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All of t h e L e g i s l a t o r s I have c o n t a c t e d have 

shown t h e i r t o t a l s u p p o r t , wi th a g r e a t number 

of them v o l u n t e e r i n g to co - sponsor House B i l l 

1960. 

Even the hosts of the radio and television 

shows have shown their support. 

Members of the Panel, KBL is surely in the 

minority in this issue, and I ask that House J 

Bill 1960 be passed in following with the 

wishes of the majority of your constituents. 

Thank you." 

MR. OSTERMAN: Mr. Chairman, Members of 

the P a n e l , I'm Jake Osterman, a t t o r n e y for t h e 

Allegheny County Tavern A s s o c i a t i o n for t h e pa s t 

twenty- two y e a r s . 

P r i o r to t h a t , I spen t e i g h t y e a r s as 

l o c a l Chief Counsel for the Liquor Board in 

Southwestern Pennsy lvan i a . 

"On August 5th of t h i s y e a r , the 

P i t t s b u r g h Post Gaze t t e r e p o r t e d t h a t David 

Brugnone, KBL D i r e c t o r of S a l e s and Marke t ing , 

c o u l d n ' t wai t for the h e a r i n g ; t h a t he t h i n k s 

the p o l i t i c i a n s , t ave rn owners and media have 

m i s r e p r e s e n t e d and d i s t o r t e d KBL's p o s i t i o n . 

I t ' s r a t h e r i r o n i c t h a t KBL should make 
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t h a t s t a t emen t when t h a t ' s e x a c t l y what they 

did when t h i s c o n t r o v e r s y f i r s t broke on June 

23 . 

As you heard from B e r n i e , KBL had 

r e q u e s t e d a meet ing wi th him. Af te r t h a t 

meet ing , the Post Gaze t t e was c o n t a c t e d by KBL 

who gave t h e i r r e p o r t e r what was pu rpo r t ed t o 

have been a j o i n t Press Re lease by KBL and 

B e r n i e . There was one g l a r i n g problem. As 

Bernie has e x p l a i n e d , he had never a u t h o r i z e d 

nor been r e q u e s t e d t o make a j o i n t P r e s s 

R e l e a s e . He had never seen i t and had no 

knowledge of i t s c o n t e n t s . You can unde r s t and 

why Be rn i e was upse t when he saw the j o i n t 

Press Re lease in the pape r . 

What KBL did in in forming the Post Gaze t t e 

t h a t i t was a j o i n t P r e s s Re lease i s t h e wors t 

kind of m i s r e p r e s e n t a t i o n and d i s t o r t i o n t h a t 

you can imagine . 

Brugnone went on t o say , "The p u b l i c 

h e a r i n g w i l l a f f o r d us the o p p o r t u n i t y to 

p r e s e n t the f a c t s . . . " 

Wil l KBL p r e s e n t the f a c t s today or 

ano the r d i s t o r t i o n and m i s r e p r e s e n t a t i o n l i k e 

the s o - c a l l e d j o i n t P r e s s Re lease? 
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That August 5th article further stated: 

"Brugnone said KBL does not want to hurt the 

mom and pop tavern, so it will charge bars with 

eight or fewer seats a flat fee of $25 per 

month. It is unclear, however, how many 

taverns would benefit from this break because 

the State Liquor Control Board requires a 

minimum seating capacity of thirty to qualify I 

for a liquor license." 

I t i s not u n c l e a r a t a l l ; no t a v e r n s or ! 

r e s t a u r a n t s would b e n e f i t because t h e a r t i c l e | 
I 

i s c o r r e c t , any r e s t a u r a n t or t ave rn must have j 

at l e a s t t h i r t y s e a t s . 

Is KBL g i v i n g us more d i s t o r t i o n , or 

should we c a l l i t smoke and m i r r o r s ? 

KBL wants t h e r e s t a u r a n t s and t a v e r n s t o 

pay an i n e q u i t a b l e and e x o r b i t a n t f ee t o view 

t h e i r s p o r t s p r e s e n t a t i o n s . Are the 

r e s t a u r a n t s and t a v e r n s being d i s c r i m i n a t e d 

a g a i n s t , or should o t h e r e s t a b l i s h m e n t s with 

numerous TV v iewers be concerned t h a t they 

might be next on KBL's h i t l i s t ; p l a c e s such as 

h o s p i t a l s , n u r s i n g homes, and the o t h e r p l a c e s 

t h a t Bernie mentioned? 

One t h i n g i s c l e a r , the t a v e r n s and 

i 
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r e s t a u r a n t s have a l r e a d y c o n t r a c t e d w i t h TCI or 

o t h e r c a b l e s t a t i o n s f o r t h e i r B a s i c C a b l e 

s e r v i c e , which i n c l u d e s t h e r e c e p t i o n of KBL as 

p a r t of t h a t B a s i c S e r v i c e . 

The l e g i s l a t i o n p r o p o s e d by Chai rman 

L a G r o t t a i s f a i r and would p r e v e n t KBL from 

r e n e g i n g on i t s c o n t r a c t s w i t h i t s c u s t o m e r s , 

p a r t i c u l a r l y t h e t a v e r n s and t h e r e s t a u r a n t s . 

The A l l e g h e n y County Tavern A s s o c i a t i o n 

e a r n e s t l y r e q u e s t s t h e p a s s a g e of House B i l l 

1960. 

Thank you v e r y much." 

ACTING CHAIRMAN LaGROTTA: Thank you , 

g e n t l e m e n . 

M a r t y , q u e s t i o n s ? 

MR. DURKIN: N o . 

ACTING CHAIRMAN LaGROTTA: B i l l ? 

REPRESENTATIVE ROBINSON: Y e s , j u s t o n e 

q u e s t i o n . I t r e l a t e s t o t h e number of s e a t s t h a t 

a r e r e q u i r e d f o r some of your members t o meet S t a t e 

r e g u l a t i o n s . 

I s t h e r e any p r a c t i c a l way f o r your 

members t o a v o i d t h e p r o p o s e d f e e s of KBL and s t i l l 

meet t h e r e q u i r e m e n t s of t h e S t a t e L i q u o r C o n t r o l 

Bo a rd ? 
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MR. OSTERMAN: No, I d o n ' t see how. 

MR. PUCKA: P r a c t i c a l , yeah. They could 

t a k e out a l l t h e i r ba r s t o o l s . 

I mean - - b u t , you know, why? You know, 

why would they do t h a t ? I 
! 

I d o n ' t - - you know. 

The l e g i s l a t i o n - - I mean a f t e r I met with < 

KBL t h e l a s t t i m e , t h a t was as f a r as they were j 

going to g ive t o me. And t o be hones t wi th you, up 

u n t i l t h a t p o i n t in t ime and i n c l u d i n g t h a t p o i n t 

in t ime , I was happy wi th the way n e g o t i a t i o n s were 

go 1 ng . 

I guess what threw me off was the next day 

in the p a p e r . 

When I l e f t t h a t mee t ing , Fran Powell had 

s a i d , w e l l , B e r n i e , l e t ' s get out a j o i n t news - -

o r , excuse me, Dave or B i l l , I d o n ' t remember which j 

one , s a i d l e t ' s ge t out a j o i n t news c o n f e r e n c e . 

And Fran Powell s a i d to me, Bern ie - - Bernie i s 

going to have t o t a l k t h i s over wi th h i s p e o p l e . 

And I s a i d , w e l l , I hope I can ge t them to 

buy t h i s , bu t - - and t h a t ' s t h e l a s t I heard from 

them before I saw the a r t i c l e in the paper t h a t 

s a i d t h e r e was an agreement r e a c h e d . 

REPRESENTATIVE ROBINSON: J u s t two o t h e r 
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quick q u e s t i o n s . 

Of the approximate 2,500 t a v e r n s t h a t a re 

in Allegheny County, how many belong t o your 

a s s o c i a t i o n ? 

MR. PUCKA: We have about 8 50 members. 

REPRESENTATIVE ROBINSON: Have you p o l l e d 

the m a j o r i t y of t h e t ave rn owners in t h e County, 

those who do not belong to the A s s o c i a t i o n , and 

asked them t h e i r p o s i t i o n on House B i l l 1960? 

MR. PUCKA: Out of t h e thousands of c a l l s 

t h a t I r e c e i v e d , and t h a t ' s no e x a g g e r a t i o n , t h a t ' s 

very c o n s e r v a t i v e , approx imate ly 150 t o 200 of them 

were from my members; t h e o t h e r ones were from 

r e g u l a r c i t i z e n s or t a v e r n owners. 

Like I s a i d , t h e r e were two c a l l s t h a t I 

r ece ived t h a t w e r e n ' t a g a i n s t t h i s . 

One lady thought t h a t we should pay 

because we a r e a l l making $6,000 a week from the 

Poker machine. 

Another - -

REPRESENTATIVE ROBINSON: Legal ones or 

i l l e g a l ones? 

MR. PUCKA: And I c o u l d n ' t t e l l i f t h i s 

guy was a g a i n s t KBL or a g a i n s t me, but wi th some 

q u e s t i o n a b l e l anguage , he asked me who the h e l l I 
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t h o u g h t I was r e p r e s e n t i n g t h e t a v e r n s on t h i s j 

i s s u e . 

REPRESENTATIVE ROBINSON: L a s t q u e s t i o n . 

P e r h a p s Mr. C r a i g can s p e c i f i c a l l y s p e a k 

t o t h i s . 

The i s s u e t h a t ' s r a i s e d in 1960 , t h e i s s u e i 

we a t t e m p t t o a d d r e s s , do you t h i n k i t would be 

b e t t e r f o r us t o w a i t f o r some F e d e r a l a c t i o n on 

t h i s i s s u e , or do you t h i n k i t ' s b e s t f o r us t o 

t a k e a c t i o n a t t h e S t a t e l e v e l ? 

MR. OSTERMAN: I t h i n k t h i s a c t i o n i s 

a p p r o p r i a t e r i g h t now. I t h i n k t h a t i t would be 

one t h i n g , f i r s t of a l l i t would make s u r e t h i s 

i n e q u i t a b l e s i t u a t i o n d i d no t o c c u r . 

S e c o n d l y , i t would b r i n g i t r a t h e r 

f o r c i b l y to t h e a t t e n t i o n of t h e F e d e r a l 

a u t h o r i t i e s . 

REPRESENTATIVE ROBINSON: Okay, t h a n k you , 

g e n t l e m e n . 

Mr. C h a i r m a n , i f I m i g h t , j u s t one q u i c k 

comment. 

ACTING CHAIRMAN LaGROTTA: S u r e , 

a b s o l u t e l y . 

REPRESENTATIVE ROBINSON: My i n t e r e s t i n 

t h i s i s s u e s t e m s no t o n l y from t h e f a c t t h a t many 

I 
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of my c o n s t i t u e n t s p a t r o n i z e 2 , 5 0 0 t a v e r n s i n t h i s 

C o u n t y , bu t my L e g i s l a t i v e D i s t r i c t i n c l u d e s t h e 

two l a r g e s t b u s i n e s s d i s t r i c t s i n t h e Commonwealth 

of P e n n s y l v a n i a , Downtown P i t t s b u r g h and O a k l a n d . 

In t h a t d i s t r i c t t h e r e a r e many t a v e r n s , 

r e s t a u r a n t s and o t h e r p l a c e s t h a t u t i l i z e c a b l e 

s e r v i c e s , i n c l u d i n g p rogramming from KBL. 

So I have a d o u b l e i n t e r e s t , one from t h e 

s t a n d p o i n t of p a t r o n s , bu t a l s o from t h e s t a n d p o i n t 

of t h e b u s i n e s s e s t h a t u t i l i z e o u r c a b l e s e r v i c e s 

h e r e i n t h e P i t t s b u r g h a r e a . 

Thank you , Mr. Cha i rman . 

ACTING CHAIRMAN LaGROTTA: Okay. 

Dave K r a n t z ? 

MR. KRANTZ: Thank you , Mr. C h a i r m a n . 

G e n t l e m e n , can you p r o v i d e t h e Commit tee 

w i t h a copy of t h e c o n t r a c t from KBL f o r c a b l e 

s e r v i c e s , b e c a u s e I 'm s u r e i t ' s a s t a n d a r d c o n t r a c t 

f o r a l l your 80 0 members . 

MR. PUCKA: T h e r e ' s - - I d o n ' t know i f 

t h e r e i s such a t h i n g . T h a t ' s what J a k e s a i d t o 

me . 

R i g h t now, e a c h i n d i v i d u a l p l a c e i s 

w o r k i n g on an i n d i v i d u a l c o n t r a c t t h a t t h e y have 

w i t h t h e p a r t i c u l a r c a b l e company t h a t t h e y d e a l 
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w i t h , T C I , s o on and so f o r t h . 

MR. KRANTZ: Does n o t C i t y C o u n c i l o f 

P i t t s b u r g h a u t h o r i z e t h e c a b l e c o m p a n i e s , a 

f r a n c h i s e w i t h i n t h e C i t y l i m i t s ? 

ACTING CHAIRMAN LaGROTTA: T h a t ' s T C I . 

MR. PUCKA: T h a t q u e s t i o n c o u l d p r o b a b l y 

be a n s w e r e d — 

REPRESENTATIVE ROBINSON: T h e r e ' s 

d i f f e r e n t c o m p a n i e s i n t h e C o u n t y . 

MR. KRANTZ: O k a y . 

But how d o e s KBL g e t i n t o i t ? 

ACTING CHAIRMAN LaGROTTA: KBL i s o n e 

c h a n n e l on t h e c a b l e n e t w o r k . 

MR. KRANTZ: On TCI? 

REPRESENTATIVE ROBINSON: They s e l l T C I . 

ACTING CHAIRMAN LaGROTTA: A n u m b e r of 

d i f f e r e n t c a b l e p r o v i d e r s , r i g h t . 

MR. KRANTZ: Then t h e r e s h o u l d b e a 

q u e s t i o n a s t o w h e t h e r o r n o t b e i n g a C i t y t h a t h a s 

f r a n c h i s e d T C I , a c a b l e c o n t r a c t , t h a t s o m e o n e e l s e 

c a n t h e n come i n and u s u r p i t o r o v e r r i d e t h a t . 

A n o t h e r q u e s t i o n . 

Has t h i s p r o b l e m c r e p t u p a n y w h e r e e l s e i n 

P e n n s y l v a n i a a n d / o r t h e U n i t e d S t a t e s ? 

MR. PUCKA: W e l l , a c c o r d i n g t o KBL, on 

i 
I 
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different radio shows and television shows, it's in 

the Dallas area, what, Minnesota? 

Where have you gone with this (to Mr. 

Craig)? 

MR. CRAIG: Well, it's in our testimony. 

MR. PUCKA: Okay. 

MR. KRANTZ: Thank you , g e n t l e m e n . 

ACTING CHAIRMAN LaGROTTA: Thank you , 

Dav id . 

A c o u p l e of q u e s t i o n s , g e n t l e m e n . 

Back i n you r i n i t i a l t e s t i m o n y , B e r n i e , 

you t a l k a b o u t s p o r t s p r o g r a m m i n g . 

I s i t your c o n t e n t i o n a s t h e Chai rman of 

t h e A l l e g h e n y County Tavern A s s o c i a t i o n t h a t s p o r t s 

programming d o e s n ' t a f f e c t b u s i n e s s in any way i n 

no t - - I g u e s s in A l l e g h e n y County would be your 

s p e c i f i c a r e a of e x p e r t i s e . 

I s t h a t what y o u ' r e t e l l i n g u s ? 

MR. PUCKA: No, I ' m no t t r y i n g t o m i s l e a d 

a n y o n e . There a r e b a r s t h a t d e r i v e a p r o f i t from 

t h e d i f f e r e n t s p o r t i n g e v e n t s , b u t t h e y ' r e 

p r i m a r i l y you r s p o r t s b a r s ; t h e S p o r t s G a r d e n , so 

on and so f o r t h , whose p r i m a r y d r a w i n g c a r d i s t h e 

s p o r t i n g e v e n t . 

What I 'm s a y i n g t o you i s , t h e b a r s in 
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E a s t L i b e r t y , t h e b a r s i n L a w r e n c e v i l l e , t h e b a r s 

in M i l l v a l e , t h e b a r s i n A s p i n w a l l , t h e b a r s in 

E t n a , t h e same p e o p l e a r e i n t h a t b a r w h e t h e r t h e 

P i r a t e s a r e p l a y i n g o r w h e t h e r C h e e r s i s on o r 

c a r t o o n s , you know. j 
I t ' s t h e same n e i g h b o r h o o d p e o p l e s t o p p i n g 

in on t h e i r way home from work t h a t a r e s t o p p i n g j 

> 
for a drink to see t h e i r f r iends for a couple - - } 

now I won't deny i t , if the P i r a t e s are in the 
i 
i 

bot tom of t h e n i n t h and i t ' s a t i e game and t h e y 

have go t t h e b a s e s l o a d e d w i t h nobody o u t , someone | 

may have an e x t r a b e e r t o s e e t h e end of t h a t game. 

But by no means d i d t h a t P i r a t e game g e t 

them t o t h a t b a r . And i n A l l e g h e n y County and i n j 

S o u t h w e s t e r n P e n n s y l v a n i a , in p a r t i c u l a r , 95 | 

p e r c e n t of you r b a r s a r e t h e s m a l l ma and pa j 

t a v e r n s . 

ACTING CHAIRMAN LaGROTTA: Would you 

o b j e c t , B e r n i e , a s a t a v e r n owner - - I ' m a s s u m i n g 

y o u ' r e a t a v e r n owner? 

MR. PUCKA: No, we s o l d i t . My f a m i l y 

owned a b a r f o r t h i r t y - s e v e n y e a r s . 

ACTING CHAIRMAN LaGROTTA: Would you 

o b j e c t a s t h e Chai rman and as a fo rmer t a v e r n owner 

i f t h e i n d i v i d u a l c o m m e r c i a l e s t a b l i s h m e n t s were 

i 
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g i v e n t h e o p p o r t u n i t y t o c h o o s e w h e t h e r o r n o t t h e y 

wan ted KBL, or any s p e c i f i c c h a n n e l in t h e i r 

e s t a b l i s h m e n t ? 

Do you have a p r o b l e m , o r do you have a 

s p e c i f i c o b j e c t i o n w i t h t h e c h a r g i n g of a 

c o m m e r c i a l v e r s u s r e s i d e n t i a l r a t e by c a b l e 

compan ie s f o r B a s i c C a b l e s e r v i c e ? 

MR. PUCKA: I n i t i a l l y , I ' l l be h o n e s t w i t h 

you , n o , I d i d n ' t , t h e r e a s o n b e i n g t h a t e v e r y t h i n g 

t h a t KBL had showed me i n t h e i r n e g o t i a t i o n s gave 

them t h e r i g h t t o c h a r g e a s e p a r a t e and h i g h e r 

commerc i a l f e e . 

When I s t a r t e d on t h e o t h e r s i d e of t h i s 

i s s u e was when I f i r s t c o n t a c t e d you . 

If t h e r e i s a bona f i d e c o n t r a c t w i t h t h e 

e x i s t i n g c a b l e compan ies t h e n , y e a h , I do v e r y much 

o b j e c t t o a h i g h e r c o m m e r c i a l f e e . 

ACTING CHAIRMAN LaGROTTA: My q u e s t i o n , 

t h o u g h , i s i f t h e c a b l e company gave t h e t a v e r n t h e 

r i g h t or t h e a b i l i t y , t h e t e c h n o l o g y , t o s a y , n o , I 

d o n ' t want t h i s c h a n n e l , n o , I d o n ' t want t h a t 

c h a n n e l , b u t i f t h e y c h o s e t h a t c h a n n e l t h e y would 

be c h a r g e d a c o m m e r c i a l r a t e f o r t h a t c h a n n e l a s 

opposed t o t h e r e s i d e n t s who c o u l d g e t t h a t c h a n n e l 

fo r t h e r e s i d e n t i a l r a t e , do you or Mr. Os te rman 
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h a v e a n o b j e c t i o n t o t h a t ? 

R i g h t now, t h a t t e c h n o l o g y d o e s n o t e x i s t 

i n m o s t p l a c e s a r o u n d h e r e ; KBL i s B a s i c C a b l e and 

i f you b u y B a s i c , you g e t KBL. 

But i f t h e t e c h n o l o g y e x i s t e d t o s a y , y e s , 

I w a n t t h a t ; n o , I d o n ' t w a n t t h a t , g a v e y o u , t h e 

t a v e r n o r t h e t a v e r n owner t h a t c h o i c e , w o u l d y o u 

o b j e c t t o a c o m m e r c i a l r a t e b e i n g c h a r g e d ? 

MR. OSTERMAN: I w o u l d , b e c a u s e a c t u a l l y 

w h a t i t w o u l d b e d o i n g i s u s i n g j u s t a n o t h e r m e t h o d 

t o a c c o m p l i s h w h a t KBL i s d o i n g now. 

MR. PUCKA: S e e , t h e p r o b l e m I h a v e w i t h 

t h a t , w i t h t h e p r o p o s e d p l a n , t h a t p e r - s e a t c h a r g e 

w i t h a minimum f e e f o r t h e ma and p a t a v e r n s , 

R e p r e s e n t a t i v e , t h e r e ' s no c h o i c e a t t h a t p o i n t i n 

t ime . I 
! 

I mean i f i t ' s an h o n e s t c h o i c e w h e r e i t I 

may b e $ 5 , $10 a m o n t h , s o m e t h i n g t h e y c a n a f f o r d , 

t h e n I ' d h a v e t o r e t h i n k i t . Bu t t h e way t h i n g s 

s t a n d r i g h t now, y o u ' r e t a l k i n g a minimum $90 t o a 

$100 f e e a m o n t h p e r e s t a b l i s h m e n t . 

ACTING CHAIRMAN LaGROTTA: Any o t h e r 

q u e s t i o n s ? 

(No r e s p o n s e . ) 

ACTING CHAIRMAN LaGROTTA: Thank you v e r y 
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nm c h . 

MR. OSTERMAN: Thank y o u . 

ACTING CHAIRMAN LaGROTTA: We a r e o n e 

m i n u t e a h e a d o f s c h e d u l e . 

Our n e x t w i t n e s s t o t e s t i f y on b e h a l f o f 

KBL S p o r t s N e t w o r k , we h a v e Mr . B r u g n o n e . 

I a l s o s e e Mr. C r a i g h e r e . 

I s he g o i n g t o t e s t i f y ? 

MR. BRUGNONE: Mr. C r a i g w i l l i n i t i a t e t h e 

t e s t i m o n y a n d h e l p me a n s w e r a n y q u e s t i o n s . 

ACTING CHAIRMAN LaGROTTA: Do you w a n t t o 

come u p w i t h h i m and a n y o n e e l s e you w a n t t o b r i n g 

w i t h y o u , t h a t ' s f i n e . 

P l e a s e go a h e a d a n d i n t r o d u c e y o u r s e l f and 

go r i g h t . 

MR. CRAIG: You f o l k s h a v e c o p y o f o u r 

r e m a r k s ? 

ACTING CHAIRMAN LaGROTTA: Y e s , I t h i n k 

s o , t h a n k y o u . 

MR. CRAIG: "Mr . C h a i r m a n and 

R e p r e s e n t a t i v e s , t h a n k you f o r e x t e n d i n g t o KBL 

t h e o p p o r t u n i t y t o a p p e a r b e f o r e you t o d a y . 

My name i s B i l l C r a i g a n d I ' m G e n e r a l 

M a n a g e r o f KBL S p o r t s N e t w o r k , I n c . 

KBL i s a R e g i o n a l C a b l e N e t w o r k t h a t 
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o p e r a t e s ou t of P i t t s b u r g h and which o f f e r s 

s p o r t s and o t h e r p rogramming t o c a b l e s y s t e m s , 

b a r s and r e s t a u r a n t s , TVROs and o t h e r s in a 

f i v e - s t a t e a r e a . 

KBL began o p e r a t i n g i n t h e l a t e 1 9 8 0 ' s 

when i t c a r r i e d o n l y a s m a l l number of games of J 

t h e P i t t s b u r g h P i r a t e s and P e n g u i n s . 

KBL began o p e r a t i n g a s a f u l l s e r v i c e 

c h a n n e l a t t h e b e g i n n i n g of 1990 a n d , more 

r e c e n t l y , began o f f e r i n g p rogramming on a 24 

hour a day b a s i s . 

Two of o u r p r i m a r y o p e r a t i n g o b j e c t i o n s 

have been and c o n t i n u e t o b e : j 

and t o o f f e r more and b e t t e r 

s p o r t s programming t o v i e w e r s in 
i 

m e t r o p o l i t a n P i t t s b u r g h and 

surrounding a r e a s ; j 

and t o m a i n t a i n and s u p p o r t l o c a l 

p r o f e s s i o n a l and c o l l e g i a t e s p o r t s 

t eams . 

We b e l i e v e t h a t t o d a t e we have been 

s u c c e s s f u l i n b o t h of t h e s e r e g a r d s . 

For e x a m p l e , p r i o r t o KBL's commencement 

of o p e r a t i o n s , games of t h e P i r a t e s and 

P e n g u i n s were a v a i l a b l e to t h e p u b l i c o n l y 
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o v e r - t h e - a i r s t a n d a r d t e l e v i s i o n s t a t i o n s such 

as KDKA-TV. 

At t h e b e g i n n i n g of i t s o p e r a t i o n s i n t h e 

l a t e 1980 ' s , KBL c a r r i e d o n l y a p p r o x i m a t e l y 20 

P e n g u i n and 25 P i r a t e games . S i n c e 1990 , we 

have more t h a n t r i p l e d t h e number of P e n g u i n 

and P i r a t e games we c a r r y , and more t h a n 

d o u b l e d t h e amount of f e e s we pay t o t h e 

P i r a t e s and P e n g u i n s f o r t h e r i g h t t o c a r r y 

t h e s e games . 

B e f o r e t h e end of t h e c u r r e n t P i r a t e 

s e a s o n , we w i l l have c a r r i e d 62 P i r a t e games , 

and f o r t h e upcoming P e n g u i n s e a s o n KBL may, 

d e p e n d i n g upon t h e P l a y o f f s , c a r r y up t o 78 

P e n g u i n games . L e t ' s hope we go t h a t f a r . 

A l t h o u g h t h e media g e n e r a l l y f o c u s e s on 

our c a r r i a g e of P i r a t e and P e n g u i n games , we 

a l s o c a r r y P i t t b a s k e t b a l l , Duquesne and o t h e r 

A t l a n t i c 10 b a s k e t b a l l , and N o t r e Dame 

b a s k e t b a l l and f o o t b a l l . 

I would l i k e t o s t r e s s t h a t we a r e no t 

p r o v i d i n g t h e s e a d d i t i o n a l games a t t h e e x p e n s e 

of l o c a l s t a n d a r d t e l e v i s i o n s t a t i o n s . These 

s t a t i o n s c o n t i n u e t o c a r r y a p p r o x i m a t e l y t h e 

same number of games as t h e y d i d p r i o r to KBL's 
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e n t r y i n t o t h e m a r k e t . 

We have a l s o g r e a t l y expanded t h e p u b l i c ' s 

a c c e s s t o games s i n c e we s e r v e a p p r o x i m a t e l y 

2 , 0 0 0 , 0 0 0 s u b s c r i b e r s i n a f i v e - s t a t e a r e a ; 

s u b s c r i b e r s , i n b u s i n e s s t e r m s , o r c o n s t i t u e n t s 

and h o u s e h o l d s , i n you r t e r m s . | 

I n d e e d , KBL i s a g r e a t p r o m o t i o n a l b e a c o n , j 

p r o m o t i n g on i t s t e l e c a s t s t h e P i t t s b u r g h a r e a 

and i t s t eams t o r e s i d e n t s of many p a r t s of 

P e n n s y l v a n i a a s w e l l as Ohio , New York S t a t e , 

West V i r g i n i a and M a r y l a n d . 

Not o n l y have we e n a b l e d s i g n i f i c a n t l y 

more p e o p l e t o v iew a much l a r g e r number of 

games , we have p r o v i d e d s u b s t a n t i a l r e v e n u e s t o 

t h e l o c a l t e a m s . 

On a few y e a r s a g o , KBL p r o v i d e d l e s s 

r e v e n u e t o t h e l o c a l teams t h a n e i t h e r l o c a l 

r a d i o s t a t i o n s or l o c a l t e l e v i s i o n s t a t i o n s . 

We b e l i e v e t h a t t o d a y a f t e r t i c k e t s a l e s 

and i n t h e c a s e of t h e P i r a t e s , r e v e n u e s from 

n a t i o n a l t e l e v i s i o n c o n t r a c t s , we a r e t h e 

l a r g e s t s o u r c e of r e v e n u e f o r t h e t e a m s , l a r g e r 

t h a n l o c a l t e l e v i s i o n and r a d i o . 

These r e v e n u e s have c o n t r i b u t e d t o t h e 

t e a m s ' o b v i o u s s u c c e s s e s o v e r t h e p a s t few 
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y e a r s and t h e i r a b i l i t y t o r e t a i n p l a y e r s s u c h 

a s M a r i o L e m i e u x . 

We s t r o n g l y b e l i e v e , e s p e c i a l l y i n a s m a l l 

m a r k e t l i k e P i t t s b u r g h , t h a t t h e s u r v i v a l and 

f u t u r e s u c c e s s e s o f p r o f e s s i o n a l s p o r t s t e a m s 

w i l l d e p e n d t o a l a r g e d e g r e e on t h e a b i l i t y of 

c a b l e c h a n n e l s l i k e KBL t o p r o v i d e t h e m w i t h 

s u b s t a n t i a l r i g h t s f e e s . 

We b e g a n i m p l e m e n t i n g o u r c o m m e r c i a l s a l e s 

p r o g r a m i n J u n e o f 1 9 9 2 . The p r i m a r y r e a s o n s 

f o r t h e p r o g r a m a r e t h e f o l l o w i n g : 

To c o m p e n s a t e KBL f o r i t s 

e n t e r t a i n m e n t p r o g r a m m i n g w h i c h i s a n d 

w i l l c o n t i n u e t o b e u s e d i n b a r s a n d o t h e r 

e s t a b l i s h m e n t s t o i n c r e a s e r e v e n u e s by 

a t t r a c t i n g m o r e c u s t o m e r s . B a r s p r e s e n t l y 

p a y f o r o t h e r f o r m s o f e n t e r t a i n m e n t s u c h 

a s d i s c j o c k e y s , j u k e b o x e s , v i d e o 

m a c h i n e s , a n d some s o r t of p o k e r m a c h i n e s 

t h a t I g a t h e r e d f rom t h a t t h e y p a y f o r , 

a l l o f w h i c h a r e d e s i g n e d t o d r a w 

c u s t o m e r s . I t r u s t t h e y a r e p a y i n g f o r 

t h o s e p o k e r m a c h i n e s . 

To c o n f o r m o u r s a l e s of o u r 

p r o g r a m m i n g t o t h e m a n n e r i n w h i c h o t h e r 
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s p o r t s n e t w o r k s s i m i l a r t o KBL t h r o u g h o u t 

t h e c o u n t r y have been s e l l i n g t h e i r | 
i 

programming. This i s not d i f f e ren t from 

what o ther people are doing in o ther p a r t s 

of the country . 

To minimize increases in r a t e s paid by 

our a d v e r t i s e r s and by the cable systems 
i 

carrying KBL, both of which we believe j 

have contributed their fair share in 

support of the local teams. As you know, j 

increases in rates paid by our advertisers j 

i 

and cable systems are u l t ima te ly passed on 

to consumers. 

To help e l iminate thef t of our 

programming in the marketplace. We ' 

es t imate tha t 10 to 15 percent of a l l 

commercial es tab l i shments t ha t show KBL 

are doing so on an unauthorized b a s i s . j 

The a b i l i t y to separa te ly l i cense 

es tabl ishments w i l l e f f e c t i v e l y e l iminate 

thef t of our programming. 

I t i s i n t e r e s t i n g to point out tha t 

t h i s es t imate bears out in regards to a 

l e t t e r wr i t t en by Mr. Pa t t e r son and Ms. 

F i she r , both of whom w i l l be t e s t i f y i n g 

I 
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t h i s af ternoon, which they sent to our 

a d v e r t i s e r s in opposi t ion t o our 

commercial program. 

S p e c i f i c a l l y , 15 percent of the 

es tabl ishments t ha t are l i s t e d in the 

l e t t e r as endorsing the views of Mr. 

Pat terson and Ms. Fisher a re subscr ib ing 

to KBL only a f te r we threa tened l ega l 

ac t ion t o prevent the fu r ther unauthorized 

recept ion of our programming. 

As with the thef t of any product or 

s e rv i ce , the persons who lawfully purchase 

the product or rece ive the se rv ice must 

bear the costs of the t h e f t . Our 

l i cens ing programs w i l l e l iminate the f t 

and the need to pass the cost of thef t 

through to commercial and r e s i d e n t i a l 

subsc r ibe r s , t h e r e ' s a l o t of them out 

t h e r e . We're serving about two mi l l ion 

households. They're paying money on t h e i r 

cable b i l l s and who l e g a l l y rece ive KBL 

programming. 

Since our l i cens ing programs have been 

implemented, although we have encountered 

opposi t ion from those being represented here 
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t o d a y , o v e r 400 c o m m e r c i a l e s t a b l i s h m e n t s i n 

KBL's t e r r i t o r y h a v e s i g n e d u p a n d a r e l i c e n s e d 

t o c a r r y KBL. T h e s e e s t a b l i s h m e n t s h a v e 

p r e s u m a b l y d e t e r m i n e d t h a t i t i s i n t h e i r 

i n t e r e s t t o c a r r y KBL a t t h e r a t e s we h a v e s e t . 

B e c a u s e t h e r e h a s b e e n some m i s i n f o r m a t i o n 

c i r c u l a t e d i n t h e l o c a l m e d i a a b o u t t h e 

c o m m e r c i a l s a l e s p r o g r a m , we w o u l d l i k e t o s e t 

t h e r e c o r d s t r a i g h t on o u r p r o g r a m . 

U n d e r t h e p r o g r a m , c o m m e r c i a l 

e s t a b l i s h m e n t s a r e s o l i c i t e d a s t o t h e i r 

i n t e r e s t i n c a r r y i n g o r c o n t i n u i n g t o c a r r y 

KBL. 

I f an e s t a b l i s h m e n t c h o o s e s t o c a r r y 

KBL p r o g r a m m i n g , i t w i l l b e l i c e n s e d by KBL and 

p a y a l i c e n s i n g f e e b a s e d on a f o r m u l a t i e d t o 

t h e n u m b e r o f s e a t s i n t h e e s t a b l i s h m e n t h a v i n g j 

a v i e w o f t h e e s t a b l i s h m e n t ' s t e l e v i s i o n ( s ) . 

F o r e a c h s e a t o r s t o o l a t t h e b a r h a v i n g a 

v i e w o f a t e l e v i s i o n a t an e s t a b l i s h m e n t 

l o c a t e d i n K B L ' s p r i m a r y r e g i o n ( w h i c h i s t h e 

a r e a c l o s e s t t o P i t t s b u r g h ) , t h e a s s e s s e d f e e 

w o u l d be $ 3 . 0 0 p e r m o n t h . A l o t of n e w s p a p e r s 

c o n v e n i e n t l y d r o p p e d t h a t p e r month n o t i o n , a 

t y p o g r a p h i c a l e r r o r w e ' r e t o l d , o r 

I 
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a p p r o x i m a t e l y t e n c e n t s p e r d a y , l e s s t h a n h a l f 

of w h a t you p a y f o r t h e P o s t - G a z e t t e n e w s p a p e r . 

F o r e a c h o t h e r s e a t h a v i n g a v i e w o f t h e 

t e l e v i s i o n i n s u c h e s t a b l i s h m e n t , t h e a s s e s s e d 

f e e w o u l d b e $ 1 . 0 0 p e r m o n t h o r a l i t t l e o v e r 

t h r e e c e n t s p e r d a y . 

KBL d o e s n o t i n c l u d e i n i t s f e e 

d e t e r m i n a t i o n t h e s t a n d i n g room w h e r e p a t r o n s 

may w a t c h t h e t e l e v i s i o n . 

We a r e t r y i n g t o f i t t h e c i r c u m s t a n c e s on 

a c a s e b y c a s e b a s i s on t h e i n d i v i d u a l n e e d s of 

t h e b a r . We a r e t r y i n g t o be a s r e s p o n s i v e a s 

we c a n i n o u r s t r u c t u r e and n o t h a v e s o r t of a 

f 1 ; a t r a t e t h a t i f y o u h a v e g o t more t h a n o n e 

t e l e v i s i o n s e t you may - - w e ' r e t r y i n g t o 

f a s h i o n , w e ' r e t r y i n g t o h a v e a f a i r f a s h i o n 

i n s t e a d o f g o i n g a f t e r s o m e b o d y ' s 

p r o f i t a b i l i t y . 

I t was s o m e t h i n g t h a t w a s o b v i o u s a n d 

e a s i l y a c c o u n t a b l e , b a r s t o o l s i n a l o c a t i o n . 

The f e e a p p l i c a b l e t o e s t a b l i s h m e n t s i n 

a r e a s o u t s i d e o f K B L ' s p r i m a r y r e g i o n w o u l d b e 

l e s s t h a n t h o s e d e s c r i b e d a b o v e . F o r 

e s t a b l i s h m e n t s w i t h e i g h t o r f e w e r s e a t s a t t h e 

b a r , a f l a t f e e t o t a l i n g $ 2 5 w o u l d b e a s s e s s e d , 
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and t h a t ' s $25 per month fo r the b a r , a smal l j 

b a r , r e g a r d l e s s of how many o t h e r s e a t s t h e 

e s t a b l i s h m e n t may have. I 

When you th ink of t h a t $25 and you t h i n k I 

of what a season t i c k e t i s to go to a Penguin 

game and how many t imes you go t o a Penguin 

game and you have to t ake twenty or t h i r t y 

people and s e t them on t h a t s e a t in a row, i 
I 

t h a t ' s a h e l l of a p r i c e ; t h a t ' s a t e r r i f i c j 

p r i c e . | 

As an a l t e r n a t i v e to the above , KBL w i l l 

be a v a i l a b l e t o t h e commercial e s t a b l i s h m e n t a t 

the "a l a c a r t e " or p e r - c h a n n e l r a t e de termined 

by i t s c a b l e company. The cab le company would 

in t u r n pay KBL a fee based on t h e number of 

e s t a b l i s h m e n t s to which the c a b l e company has 

so ld KBL and t h e number of s e a t s in the 

e s t a b l i s h m e n t . 

Under e i t h e r s c e n a r i o , when t h e commercial 

s a l e s program i s f u l l y implemented, KBL w i l l no 

longer be a v a i l a b l e as p a r t of t h e 

e s t a b l i s h m e n t ' s " b a s i c " or "expanded b a s i c " 

s e r v i c e package p rov ided by i t s c a b l e company. 

R a t h e r , i t w i l l be so ld s e p a r a t e l y and be 

a v a i l a b l e only on an "a la c a r t e " or pe r 

! 
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c h a n n e l b a s i s t o t h e e s t a b l i s h m e n t a t a r a t e 

b a s e d on w h a t I j u s t d e s c r i b e d . 

W i t h r e s p e c t t o t h o s e e s t a b l i s h m e n t s who 

c h o o s e t o n o l o n g e r c a r r y KBL u n d e r t h e 

c o m m e r c i a l s a l e s p r o g r a m , t h e c h a n n e l on w h i c h 

KBL p r o g r a m m i n g i s d i s p l a y e d i n t h a t 

e s t a b l i s h m e n t w i l l b e p h y s i c a l l y o r 

e l e c t r o n i c a l l y b l o c k e d o u t ( t r a p p e d ) . 

The c o m m e r c i a l s a l e s p r o g r a m i s a l s o 

d e s i g n e d t o a s s i s t p a r t i c i p a t i n g e s t a b l i s h m e n t s 

i n e n h a n c i n g t h e i r m a r k e t i n g e f f o r t s . 

In an e f f o r t t o h e l p a t t r a c t c u s t o m e r s t o 

t h e s e e s t a b l i s h m e n t s a n d t h e r e f o r e i n c r e a s e 

r e v e n u e s g e n e r a t e d by t h e s e e s t a b l i s h m e n t s on 

game n i g h t s , KBL w i l l p r o v i d e c o a s t e r s , b a n n e r s 

a n d p o s t e r s , a s w e l l a s a u t h o r i z e d KBL 

d i s t r i b u t o r window l a b e l s . KBL w i l l a l s o 

s u p p o r t t h e p a r t i c i p a t i n g e s t a b l i s h m e n t s by 

p r o v i d i n g t e l e v i s e d and p r i n t p r o m o t i o n s . 

I was s t r u c k by a comment h e r e t h a t 

somehow you s h o u l d c h a r g e t h e s e s p o r t s b a r s f o r 

t h i s a n d n o t a l l t h e o t h e r e s t a b l i s h m e n t s . 

T h a t s e e m s t o b e k i n d o f u n f a i r , you k n o w , t o -

- w h a t ' s t h e u n i q u e n e s s of t h a t s p o r t s b a r i f 

t h e y h a v e g o t c o m p e t i t o r s , b e c a u s e t h e y a r e - -
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b e c a u s e t h e y a r e a b a r t h a t w e a r s t h e m s e l v e s as 

a s p o r t s b a r ? 

They d i d n ' t have t o pay t h e f e e and a l l 

t h e o t h e r guys g e t t o o f f e r i t f o r f r e e b e c a u s e 

t h e y d e c i d e i t ' s no t a s p o r t s b a r . I f i n d t h a t 

f a i r l y d i s c r i m i n a t o r y and no t a p p r o p r i a t e . 

If t h i s d o e s n ' t mean a n y t h i n g t o a b a r 

owner , d o n ' t buy i t . 

The c o m m e r c i a l s a l e s p rogram w i l l have no 

e f f e c t on r e s i d e n t i a l s u b s c r i b e r s , i n c l u d i n g 

t h e r a t e s t h e y pay o r how t h e y r e c e i v e KBL 

( t h a t i s , a r p a r t of t h e i r c a b l e c o m p a n y ' s 

" b a s i c " o r " expanded b a s i c " s e r v i c e ) . 

We a r e n o t f o r c i n g a n y t h i n g on anybody 

h e r e , we a r e n o t t e l l i n g p e o p l e t h e y have t o 

c a r r y i t . 

You know, t h i s i s no t l i k e t a x e s where you 

have go t t o do i t , b u t t h i s i s where i t ' s a 

v o l u n t a r y p a r t i c i p a t i o n in a f r e e e n t e r p r i s e 

s y s t e m o f f e r i n g a s e r v i c e . 

And I ' m s u r e t h e r e a r e e s t a b l i s h m e n t s ou t 

t h e r e who d o n ' t want a l l t h o s e p o k e r m a c h i n e s . 

They a r e no t f o r c e d t o o f f e r t h o s e p o k e r 

m a c h i n e s , and t h e y a r e no t f o r c e d t o o f f e r 

t h o s e v i d e o games . They make a c o m m e r c i a l l y 

ciori
Rectangle

ciori
Rectangle



37 

s e p a r a t e r a t e d e t e r m i n a t i o n t h a t i s i n t h e i r 

b e s t i n t e r e s t t o do s o . 

Now a l t h o u g h I am n o t a l a w y e r , I h a v e 

b e e n a d v i s e d by o u r l e g a l c o u n s e l f rom 

W a s h i n g t o n , who a r e k n o w l e d g e a b l e i n t h i s a r e a , 

t h a t t h e r e a r e s e v e r a l l e g a l r e a s o n s why t h e 

p r o p o s e d l e g i s l a t i o n , o r a n y o t h e r a t t e m p t s t o 

r e g u l a t e t h e r a t e s we w o u l d c h a r g e c o m m e r c i a l 

e s t a b l i s h m e n t s s u c h a s b a r s , i s p r o h i b i t e d . 

Our l e g a l c o u n s e l i s h e r e t o d a y and i s 

a v a i l a b l e t o a n s w e r a n y q u e s t i o n s y o u 

w o u l d h a v e . B u t b a s i c a l l y a s I u n d e r s t a n d 

i t , t h e r e a r e t h e f o l l o w i n g p r o b l e m s w i t h 

a n y p r o p o s e d r e g u l a t i o n of KBL' s r a t e s . I 

t h i n k i t ' s w o r t h w h i l e g o i n g t h r o u g h t h i s . 

F i r s t , KBL i s a p r o g r a m m i n g s e r v i c e , n o t a 

c a b l e o p e r a t o r l i k e ESPN o r l i k e S h o w t i m e o r 

l i k e HBO. 

As an owner of c o p y r i g h t e d p r o g r a m m i n g , 

KBL h a s c o m p l e t e d i s c r e t i o n t o e s t a b l i s h how 

i t s p r o g r a m m i n g w i l l be d i s t r i b u t e d a n d t o 

d e c i d e w h a t r a t e s t o c h a r g e i t s d i s t r i b u t o r s . 

The new c a b l e l e g i s l a t i o n p a s s e d by 

C o n g r e s s l a s t y e a r d o e s n o t a u t h o r i z e t h e FCC, 

t h e S t a t e s o r M u n i c i p a l i t i e s t o r e g u l a t e r a t e s 

ciori
Rectangle

ciori
Rectangle

ciori
Rectangle



1 

38 

tha t programmers charge t he i r d i s t r i b u t o r s , j 
i 

including cable operators. Thus, KBL is 

completely within its rights in requiring that 

I 
i t s programming be sold to commercial 

i 
establ ishments on an "a la ca r t e " or per j 

channel bas i s or any basis we choose. 

Second, if a cable opera tor s e l l s KBL's j 

programming to commercial es tabl i shments on a j 

per channel b a s i s , the new cable law p r o h i b i t s j 

any r a t e regu la t ion of tha t s e r v i c e . I 

As the FCC recen t ly s t a t e d , and I quote , I 

"programming tha t cable operators choose to 

offer on a per channel or pay-per-view basis is 

not subject to r a t e r e g u l a t i o n . " 

Third, although KBL wi l l continue to 

permit cable opera tors to s e l l the KBL serv ice 

to r e s i d e n t i a l customers as pa r t of a bas ic or 

expanded basic package of se rv ices (which may 
t 

be r a t e - r egu l a t ed by munic ipa l i t i e s and the 

FCC, r e s p e c t i v e l y ) , the re i s no requirement in 

the law tha t cable opera tors offer KBL to a l l 

c l a s s e s of customers on the same b a s i s . 

As the FCC s ta ted r ecen t l y , the new r a t e 

r egu la t ion imposed on the cable indus t ry , and 

again I quote, "does not p roh ib i t the 

i 
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e s t a b l i s h m e n t by c a b l e o p e r a t o r s of r e a s o n a b l e 

c a t e g o r i e s o f s e r v i c e a n d c u s t o m e r s w i t h 

s e p a r a t e r a t e s and t e r m s a n d c o n d i t i o n s o f 

s e r v i c e w i t h i n a f r a n c h i s e a r e a . " 

V e r y p l a i n E n g l i s h , v e r y s t r a i g h t f o r w a r d , 

v e r y u n d e r s t a n d a b l e . 

I t may n o t b e w h a t p e o p l e w a n t , b u t i t ' s 

t h e l a w . I t ' s t h e r e g u l a t i o n . I t ' s i n p l a c e , 

and i t ' s d e m o c r a c y . 

T h e r e w e r e h e a r i n g s and w h a t n o t on 

t h e o r i e s of t h a t p r o c e s s . 

As I m e n t i o n e d , c o m m e r c i a l e s t a b l i s h m e n t s 

a r e a s p e c i a l c l a s s o f c u s t o m e r s . They u s e 

t e l e v i s i o n s e r v i c e n o t f o r p r i v a t e v i e w i n g b u t 

f o r t h e p u r p o s e o f a t t r a c t i n g c u s t o m e r s t o 

t h e i r e s t a b l i s h m e n t s and e n t e r t a i n i n g t h e m . 

T e l e v i s i o n i s n o l e s s a f o r m o f e n t e r t a i n m e n t 

i n b a r s t h a n j u k e b o x e s , l i v e e n t e r t a i n m e n t , 

d i s c j o c k e y s , v i d e o g a m e s , w h a t e v e r t h e s e p o k e r 

games a r e a n d t h e l i k e , a l l o f w h i c h a r e p a i d 

f o r by b a r o w n e r s a t c o m m e r c i a l r a t e s . 

I t ' s i n t e r e s t i n g . 

I d o n ' t know i f y o u h a v e e v e r r e n t e d a 

v i d e o . The f i r s t t h i n g - - w h a t ' s t h e f i r s t 

t h i n g you s e e when y o u p o p t h a t v i d e o c a s s e t t e 
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i n t o y o u r m a c h i n e ? I t s a y s F B I . T h e r e ' s a 

l o n g , l o n g , t h r e a t e n i n g s e n t e n c e t h a t s a y s t h i s 

i s n o t t o b e shown o t h e r t h a n i n a r e s i d e n c e 

f o r p r i v a t e v i e w i n g , n o t i n b a r s . 

The same h o l d s h e r e . 

I f o u n d i t k i n d o f i n t e r e s t i n g t h a t t h e y 

b r o u g h t u p BMI and ASCAP. 

You c a n go and buy a p h o n o g r a p h r e c o r d . 

You c a n p l a y i t on a s t e r e o o r y o u c a n buy a CD 

and y o u c a n p l a y i t on y o u r t e l e v i s i o n s e t i n 

t h e p r i v a c y of y o u r own home. I f y o u p l a y t h a t 

r e c o r d i n a b a r , you h a v e g o t t o p a y m o n e y . 

You h a v e g o t t o p a y M i c h a e l J a c k s o n , y o u h a v e 

g o t t o p a y f o r a l l t h e p e r f o r m e r s b e c a u s e t h e y 

k i n d o f t h i n k y o u ' r e m a k i n g money o u t o f t h a t 

b e i n g p l a y e d n e x t t o a c a n of b e e r t h a t y o u c a n 

c h a r g e $4 o r $5 f o r . 

As I m e n t i o n e d , c o m m e r c i a l e s t a b l i s h m e n t s 

a r e a s p e c i a l c l a s s o f c u s t o m e r . They u s e 

t e l e v i s i o n s e r v i c e n o t f o r p r i v a t e v i e w i n g b u t 

f o r t h e p u r p o s e o f a t t r a c t i n g c u s t o m e r s t o 

t h e i r e s t a b l i s h m e n t and e n t e r t a i n i n g t h e m . 

I d o n ' t h a v e a s e n s e t h a t t h e s e g u y s a r e 

i n t h e b a r b u s i n e s s f o r j u s t p h i l a n t h r o p i c 

p u r p o s e s . I h a v e a s e n s e t h e y make money a t 
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t h i s . 

As you w i l l learn l a t e r today from other 

wi tnesses , i t i s s tandard p r a c t i c e in c i t i e s 

throughout t h i s country for cable opera tors and 

programmers to charge d i f f e r en t r a t e s to 

r e s i d e n t i a l subscr ibers and commercial 

subscr ibers who l i ve in the f ranchise a rea . 

Moreover, I'm a lso informed tha t 

d i s t i n c t i o n s between commercial user's of 

t e l e v i s i o n and p r iva t e home viewing of 

t e l e v i s i o n are numerous in the law, including 

copyright law, communications law, and even 

criminal law; thus the opening of the videotape 

tha t you rent from the s t o r e . 

Thus i f the cable opera tors of t h i s area 

wish to c rea te a separa te c l a s s of serv ice and 

separate r a t e s for commercial es tab l i shments , 

t h i s would be a reasonable c l a s s i f i c a t i o n under 

the FCC's r u l e s cons i s t en t with s tandards 

throughout the industry and p reva i l ing public 

po l i cy . 

In fac t , we should be applauded for having 

the s i t u a t i o n car ry on for three years , of not 

concentra t ing on i t . We have been subs id iz ing 

the bars for the l a s t th ree yea r s . 
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F i n a l l y , r e g u l a t i o n of t h e c o m m e r c i a l r a t e 

s t r u c t u r e p r o p o s e d by KBL by S t a t e o r l o c a l 

g o v e r n m e n t s h a s b e e n p r e e m p t e d by C o n g r e s s . 

I n t h e 19 92 C a b l e A c t , t h a t ' s v e r y r e c e n t . 

W e ' r e n o t g o i n g way b a c k t o t h e ' 3 0 ' s h e r e , 

C o n g r e s s g r a n t e d t h e S t a t e and l o c a l 

g o v e r n m e n t s t h e a u t h o r i t y t o r e g u l a t e r a t e s 

o n l y i n c o m p l i a n c e w i t h t h e FCC g u i d e l i n e s . 

As s t a t e d a b o v e , t h e FCC h a s d e c l a r e d t h a t 

t h e r e c a n b e no r a t e r e g u l a t i o n o f p r o g r a m m i n g 

o f f e r e d on a p e r c h a n n e l b a s i s , a n d t h e FCC h a s 

j 
r ecogn ized the r i g h t s of c a b l e o p e r a t o r s t o 

vary the s e r v i c e and p r i c e o f f e r i n g s among 

d i f f e r e n t c l a s s e s of customers w i t h i n the same 

f r a n c h i s e t e r r i t o r y . Any a t t e m p t s by S t a t e or 

l o c a l o f f i c i a l s t o r e g u l a t e c a b l e r a t e s in a 

manner i n c o n s i s t e n t wi th t h e s e FCC g u i d e l i n e s 

would be s u b j e c t t o l e g a l c h a l l e n g e in the 

c o u r t s . 

In c o n c l u s i o n , even though KBL's l e g a l 

j u s t i f i c a t i o n for adopt ing a commercial r a t e 

s t r u c t u r e fo r ba r s i s s o l i d , KBL i s not here to 

r a t t l e l e g a l s a b r e s or i s s u e t h r e a t s of 

l i t i g a t i o n . 

F rank ly , Mr. Chairman, I am somewhat 

! 
t 

s 
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perplexed by all of this controversy. 

From its very beginning, KBL has attempted 

to support local sports teams, sports fans and 

TV viewers with our service and to bring more 

and better sports coverage to our area for 

enjoyment by many. We view our mission as one 

of forming partnerships with the sports teams 

that we carry, with our advertisers, and with 

the fans. These partnerships are of very 

critical importance in smaller markets such as 

Pittsburgh. 

If our comment, this area, is to maintain 

highly competitive professional sports teams 

that can bring home Stanley Cups, Super Bowl 

Trophies, Baseball Pennants and other national 

titles, we must all, all seek ways to increase 

the revenues of our home teams. Otherwise, our 

competitive edge will be eroded by the power of 

the enormous capital available to sports teams 

in larger markets such as New York, L.A., and 

Chicago. 

And generally, Mr. Chairman, we have found 

that almost all segments of this community are 

more than willing to support this effort. 

Advertisers are spending millions, 
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t e l e v i s i o n and r a d i o s t a t i o n s a r e s u p p o r t i n g i t 

w i t h t h e i r a i r t i m e , s e l l i n g a d v e r t i s i n g t i m e . 

C a b l e o p e r a t o r s a r e s u p p o r t i n g i t w i t h 

d o l l a r s a n d c h a n n e l c a p a c i t y c a p a b i l i t y , 

p r o m o t i o n a l c l o u t . 

T i c k e t b u y e r s , v a n s g o i n g t o t h e A r e n a 

b u y i n g t i c k e t s , s e a s o n t i c k e t h o l d e r s , t h o s e 

p e o p l e who come u p a n d buy o n e t i c k e t a s e a s o n 

f o r t h e t e a m , l o c a l g o v e r n m e n t s a r e s u p p o r t i n g 

t h e t e a m s . C o r p o r a t i o n s a r e s u p p o r t i n g a n d 

h a v e p a i d t h e i r s h a r e . 

U n f o r t u n a t e l y , h o w e v e r , a s m a l l g r o u p of 

v o c a l b a r o w n e r s a n d b a r t e n d e r s , some o f whom 

d o n ' t e v e n own b a r s , a p p a r e n t l y do n o t w a n t t o 

do t h e i r p a r t . 

U n l i k e t h e b a r o w n e r s i n D e t r o i t , B o s t o n , 

W a s h i n g t o n , D . C . , and many o t h e r c i t i e s a c r o s s 

t h e c o u n t r y , a n d u n l i k e t h e 400 b a r s t h a t h a v e 

j o i n e d K B L ' s c o m m e r c i a l p r o g r a m s t r u c t u r e t o 

d a t e , t h e s e o w n e r s a n d b a r t e n d e r s t h i n k t h a t 

s o m e o n e e l s e s h o u l d b e r e s p o n s i b l e f o r 

s u p p o r t i n g o u r t e a m s . They g e t t o l o o k a t t h e 

g a m e s , t h e y g e t t o a s s o c i a t e w i t h t h e b e e r a n d 

s t u f f t h a t t h e y a r e s e l l i n g , e v e n when t h e y 

r e a l i z e s u b s t a n t i a l b e n e f i t s when o u r l o c a l 

I 
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t e a m s ' t e l e v i s e d g a m e s f i l l t h e i r b a r s t o o l s 

w i t h p a t r o n s . 

T h a t , Mr. C h a i r m a n , i s r e a l l y w h a t t h i s 

c o n t r o v e r s y i s a b o u t . 

Y e s , we f e e l c o n f i d e n t o f o u r l e g a l r i g h t s 

t o i m p l e m e n t o u r c o m m e r c i a l r a t e s t r u c t u r e a s 

we p r o p o s e a n d , y e s , we a r e g o i n g t o do i t . 

I f c e r t a i n b a r s d o n o t b e l i e v e o u r p r o d u c t 

i s w o r t h t h e p r i c e t a g , t h e y a r e f r e e t o d r o p 

t h e s e r v i c e a n d p r o v i d e t h e i r p a t r o n s w i t h 

w h a t e v e r s p o r t i n g e v e n t s a r e a v a i l a b l e on b a s i c 

o r r e g u l a r TV, l i k e i n t h e o l d d a y s . 

B e f o r e KBL, you g o t 20 games of t h e 

P e n g u i n s . When KBL came a l o n g , we now h a v e 

a c c e s s t o 78 g a m e s , a n d t h e r e g u l a r t e l e v i s i o n 

s y s t e m w a s n ' t a b l e t o s u p p o r t i t b e y o n d t h e 20 

P e n g u i n g a m e s . 

We came a l o n g w i t h new t e c h n o l o g y , a new 

way o f r a i s i n g m o n e y , a n d t h e f a n s g e t s e r v i c e d 

w i t h many more g a m e s . 

Bu t we b e l i e v e t h e p r o d u c t i s w o r t h i t a t 

a d i m e a s t o o l a t n i g h t , o r a d i m e a g a m e , t h a t 

i t b r i n g s v a l u e t o t h e t a v e r n b u s i n e s s , a n d 

t h a t t h e r a t e s we e s t a b l i s h a r e e s s e n t i a l t o 

h e l p u s a l l m a i n t a i n h i g h q u a l i t y s p o r t s t e a m s 
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in Pittsburgh that can bring home national 

titles and make our City proud. 

With me here today is Mr. David Brugnone 

who is the Director of Affiliate Sales at KBL. 

David is responsible for overseeing all aspects 

of our affiliate relations. David is very 

conversant with all of the details of our J 
! 

c o m m e r c i a l r a t e p r o g r a m , i f y o u ' d l i k e to go 

i n t o t h a t . 

He and I are available to answer any 

questions. And if you have any legal 

J 

q u e s t i o n s , we have g o t s u p p o r t h e r e as w e l l i n | 

t h a t a r e a . 

ACTING CHAIRMAN LaGROTTA: Thank you , Mr. 1 

C r a i g . 

Mar ty? 

MR. DURKIN: I ' l l j u s t d e f e r my q u e s t i o n s 

f o r a few m i n u t e s . 

ACTING CHAIRMAN LaGROTTA: Okay. Dav id? 

MR. KRANTZ: I s t i l l have a p r o b l e m . 

I 'm from t h e g r e a t N o r t h e a s t . 

MR. CRAIG: N o r t h e a s t of - -

MR. KRANTZ: Of P e n n s y l v a n i a . 

I f i n d i t - - I mean we have c a b l e TV, and 

I d o n ' t know i f we have a KBL or an i n t e r i m . 

I 
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I ' m w o n d e r i n g i f - -

MR. CRAIG: Which c o u n t y a r e you f rom? 

MR. KRANTZ: L a c k a w a n n a . 

I f TCI i s t h e c a b l e TV t h a t p r o v i d e s t h e 

f r a n c h i s e by t h e C i t y C o u n c i l , t h e n KBL i s a n a d d e d 

t h i n g ? 

MR. CRAIG: We a r e a p r o g r a m m i n g s e r v i c e . 

We a r e l i k e ESPN. 

MR. KRANTZ: I d o n ' t know. I j u s t t h i n k 

i t ' s s o m e t h i n g e x t r a t h a t may n o t e v e n be 

n e c e s s a r y ; I d o n ' t k n o w . 

I ' l l o f f e r t h a t f o r r i g h t now. T h a n k y o u . 

ACTING CHAIRMAN LaGROTTA: B i l l ? 

REPRESENTATIVE ROBINSON: Y e s . 

G e n t l e m e n , t h a n k you v e r y much f o r y o u r 

p r e p a r e d t e s t i m o n y a n d c e r t a i n l y t h e r e m a r k s made 

by Mr. C r a i g w e r e v e r y e n l i g h t e n i n g t o me. 

I ' l l j u s t a s k a c o u p l e q u i c k q u e s t i o n s . 

T h i s c l a r i f i c a t i o n may b e u s e f u l t o some o t h e r | 

members o f t h e C o m m i t t e e a n d t o o t h e r s who p e r h a p s 

d o n ' t f u l l y u n d e r s t a n d e x a c t l y w h a t KBL i s | 

a t t e m p t i n g t o d o . 

Does KBL o p e r a t e i n a n y a r e a s o u t s i d e of 

W e s t e r n P e n n s y l v a n i a u n d e r a n y o t h e r c o r p o r a t e name 

o r i n c o n j u n c t i o n w i t h a n y o t h e r c o r p o r a t i o n 
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p r o v i d i n g t h e same k i n d of s e r v i c e you p r o v i d e h e r e 

i n W e s t e r n P e n n s y l v a n i a ? 

MR. CRAIG: Not KBL, p e r s e . 

T h e r e a r e a b o u t I w o u l d g u e s s t h i r t y t o 

f o r t y r e g i o n a l s p o r t s n e t w o r k s i n t h e c o u n t r y . We 

t e n d t o c l u s t e r a r o u n d t e a m s . 

We a r e a s s o c i a t e d , we h a v e a n e t w o r k t h a t 

h e l p s us w i t h o u r s e r v i c e , a s do t h e o t h e r s , and 

i t ' s c a l l e d P r i m e N e t w o r k , a s p o r t s c h a n n e l . So 

when we t r a v e l a r o u n d t o o t h e r c i t i e s , KBL, i f 

y o u ' r e i n New Y o r k , w o u l d b e known a s NSG. 

I n P h i l a d e l p h i a , you m i g h t n o t i c e PRISM. 

T h a t ' s t h e s p o r t s c h a n n e l i n P h i l a d e l p h i a . 

KBL i s o n e o f t h o s e t h i n g s . We h a v e 

d i f f e r e n t n a m e s i n d i f f e r e n t p a r t s o f t h e c o u n t r y . 

REPRESENTATIVE ROBINSON: So t h e n t h e 

a n s w e r i s n o , KBL i t s e l f i s n o t i n b u s i n e s s w i t h 

any o t h e r c o r p o r a t e e n t i t y t h a t p r o v i d e s t h e same 

! 

k i n d o f s e r v i c e ? j 

MR. CRAIG: R i g h t , KBL i t s e l f i s n o t . 

Our p a r e n t h a s an o w n e r s h i p i n some of 

t h e s e o t h e r r e g i o n ' s s p o r t s n e t w o r k s . 

REPRESENTATIVE ROBINSON: And t h e p a r e n t 

i s ? 
MR. CRAIG: L i b e r t y M e d i a . 

S 
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REPRESENTATIVE ROBINSON: You m e n t i o n e d 

t h a t i l l e g a l o p e r a t i o n s h a v e some i m p a c t on KBL 

r e v e n u e . 

Do you h a v e an e s t i m a t e f o r A l l e g h e n y 

C o u n t y o r t h i s W e s t e r n P e n n s y l v a n i a a r e a a s t o w h a t 

t h e n e g a t i v e e c o n o m i c i m p a c t i s on KBL d u e t o t h e 

t h e f t of s e r v i c e s ? 

MR. CRAIG: W e l l , I g u e s s i t ' s l i k e when 

you go t o H o m e s . E v e r y b o d y who s t e a l s a T - s h i r t 

o r p a i r o f s h o e s o u t of t h a t s t o r e , o t h e r c u s t o m e r s 

p a y f o r i t . I t ' s a b a s i c p r i n c i p l e of c o m m e r c i a l 

e n t e r p r i s e , t h a t t h e money h a s g o t t o come f rom 

s o m e w h e r e a n d t h e g o v e r n m e n t s h a v e n ' t e n c o u r a g e d 

t h a t , b u t - - h i s t o r i c a l l y . 

And i t ' s when p e o p l e s h o u l d p a y t h e i r f a i r 

s h a r e , s o m e o n e s h o u l d b e a b l e t o o f f e r t h e i r 

s e r v i c e s w i t h o u t f e a r o f i t b e i n g s t o l e n . 

REPRESENTATIVE ROBINSON: But c a n y o u 

q u a n t i f y t h e e c o n o m i c i m p a c t on KBL by t h e t h e f t o f 

s e r v i c e s ; e i t h e r b y t a v e r n o w n e r s o r i n d i v i d u a l 

c i t i z e n s ? 

MR. CRAIG: W e l l , i t makes o u r a b i l i t y — 

D a v i d , I t h i n k - - a r e y o u a s k i n g f o r a s p e c i f i c 

n u m b e r , o r - -

REPRESENTATIVE ROBINSON: Y e s . 
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MR. CRAIG: D a v i d , maybe y o u c o u l d - -

MR. BRUGNONE: I d o n ' t h a v e a f u l l number 

t o t e l l y o u , b u t I c a n s a y t h a t t h e y a r e a v e r a g i n g 

a p p r o x i m a t e l y $56 a m o n t h p e r e s t a b l i s h m e n t . 

And i f y o u l o o k a t t h e n u m b e r of 

e s t a b l i s h m e n t s i n a g i v e n a r e a a n d u s e t h e 10 t o 15 
i 

p e r c e n t o f t h e f t o f K B L ' s p r o g r a m m i n g , t h e n you 

m u l t i p l y t h a t by $56 a m o n t h . T h a t m i g h t g i v e you j 

i 
an i d e a o f w h a t i t i s . ] 

REPRESENTATIVE ROBINSON: How d i d y o u j 

I 
a r r i v e a t t h e 10 t o 15 p e r c e n t ? ] 

J 
MR. BRUGNONE: T h a t c o m e s f rom t w o a r e a s . j 

One i s f rom o u r e x p e r i e n c e v i a TVRO s a l e s , 

w h i c h i s s a t e l l i t e r e c e p t i o n of o u r p r o g r a m m i n g . 

T h a t ' s t h e k i n d o f t h e f t p e r c e n t a g e we a r e 

e x p e r i e n c i n g t h e r e . 

B e f o r e I came t o KBL, I was i n C a b l e j 

O p e r a t i o n s a n d t h e r e i s a c e r t a i n p e r c e n t a g e of J 

r e s i d e n t i a l t h e f t t h a t e x i s t s on a v e r a g e and a 

c e r t a i n p e r c e n t a g e o f c o m m e r c i a l t h e f t t h a t e x i s t s 

on a v e r a g e . 

The c o m m e r c i a l t h e f t t e n d s t o r u n h i g h e r 

t h a n t h e r e s i d e n t i a l t h e f t and t h a t ' s w h e r e t h e s e 

n u m b e r s come f r o m . 

REPRESENTATIVE ROBINSON: The r e a s o n I 

f 
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r a i s e d t h a t q u e s t i o n was n o t t o s u g g e s t t o you 

n a i v e n e s s on my p a r t abou t p e o p l e s t e a l i n g o r 

p i r a t i n g c a b l e s e r v i c e ; I 'm w e l l aware t h a t t h a t 

o c c u r s . I t ' s no t o n l y u n f o r t u n a t e , i t ' s i l l e g a l , 

as you m e n t i o n e d . 

But t h e r e seems t o be some i m p l i c a t i o n and 

maybe i t ' s b e c a u s e of t h e h e a t of t h e b a t t l e , some 

i m p l i c a t i o n t h a t KBL's e f f o r t s t o impose t h i s - -

MR. CRAIG: I t h i n k i t m i g h t e x p l a i n why 

some of t h e s e b a r owners a r e p a r t i c u l a r l y p e r p l e x e d 

h e r e , b e c a u s e t h e y have been a b l e t o g e t i t f o r 

f r e e , l e t a l o n e pay t h e c a b l e o p e r a t o r or t h e 

s a t e l l i t e . 

But t h e y have been s t e a l i n g i t o f f - -

REPRESENTATIVE ROBINSON: Okay. 

MR. CRAIG: And we come in and o f f e r them 

t h i s r a t e and t h e y go i n t o c a r d i a c a r r e s t . 

REPRESENTATIVE ROBINSON: L e t ' s p resume 

t h a t a l l t a v e r n owners i n A l l e g h e n y County s a y 

f i n e , w e ' l l go a l o n g w i t h KBL's p l a n b u t - - l e t ' s 

say o n e - t h i r d s a y s f i n e , w e ' l l p l a y t h e game. 

MR. CRAIG: A l l r i g h t . 

REPRESENTATIVE ROBINSON: The o t h e r 

t w o - t h i r d s , t h e y say no t h a n k you , t h a t ' s a l l . 

Then t h e y s t e a l t h e s i g n a l b e c a u s e t e c h n o l o g y i s 
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s t i l l t h e r e . T h e r e ' s s t i l l a s i g n a l , c o r r e c t ? 

MR . BRUGNONE: No. 

What h a p p e n s i s t h a t we w i l l h a v e 

i d e n t i f i e d t h a t t h e y a r e e i t h e r a n a f f i l i a t e of t h e 

KBL c o m m e r c i a l p l a n o r t h e y ' r e n o t , o k a y ? 

What h a p p e n s i s we w i l l w a l k i n t o a j 

c o m m e r c i a l e s t a b l i s h m e n t . We w i l l s e e KBL on t h e i 
\ 
i 

t e l e v i s i o n s e t . W e ' l l s a y t o t h e o w n e r how a r e you 

r e c e i v i n g o u r p r o g r a m m i n g , a n d t h e y w i l l s a y t o u s 

we a r e g e t t i n g i t f rom t h e c a b l e s y s t e m , o k a y . j 

Now t h e c a b l e s y s t e m w a l k s i n t o t h e b a r , 

s e e s KBL on t h e TV a n d t h e y w i l l a s k how a r e you 

g e t t i n g KBL, y o u ' r e n o t a s u b s c r i b e r t o t h e c a b l e 

s y s t e m . T h e y w i l l s a y I ' m g e t t i n g i t f rom 

s a t e l l i t e . 

And t h e r e a r e s i t u a t i o n s w h e r e t h e y a r e 

n o t p a y i n g e i t h e r one o f u s . 

REPRESENTATIVE ROBINSON: R i g h t . 

MR. BRUGNONE: Not o n l y w i l l t h i s r e c o v e r 

t h e l o s t r e v e n u e s f rom t h e s e p e o p l e w i t h 
j 

| 
unauthorized use of our programming for KBL, it 

will help the cable operators, because that 

represents a significant loss of revenue to them 

for their whole entire service. 

REPRESENTATIVE ROBINSON: Okay. 

I 
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L e t me j u s t a s k a c o u p l e o t h e r q u i c k 

q u e s t i o n s . 

L e t t h e r e c o r d s t a t e I ' m o p p o s e d t o t h e 

p i r a t i n g of c a b l e s i g n a l s by c o m m e r c i a l 

e s t a b l i s h m e n t s o r by i n d i v i d u a l s . 

MR. CRAIG: Any l e g i t i m a t e o u t f i t w o u l d 

be . 

REPRESENTATIVE ROBINSON: R i g h t , t h a t ' s 

a b s o l u t e l y , p o s i t i v e l y t h e wrong way t o a p p r o a c h a 

b u s i n e s s r e l a t i o n s h i p . 

The p r o p o s e d t i m i n g f o r t h e s e c h a n g e s f rom 

w h a t you s t a t e d , Mr. C r a i g , y o u h a v e a l r e a d y b e g u n 

t o i m p l e m e n t y o u r p r o g r a m a n d you h a v e d o n e s o i n 

p a r t on t h e a d v i c e o f l e g a l c o u n s e l t h a t you a r e on 

f i r m g r o u n d t o p r o c e e d . 

D id I h e a r you c o r r e c t l y t h a t m o s t o f t h e 

p e r s o n s who you h a v e a s k e d t o p a r t i c i p a t e h a v e 

p a r t i c i p a t e d i n t h e p r o g r a m , i f t h e r e i s a s e p a r a t e 

c o m m e r c i a l r a t e a n d t h e y c a n b e o f f e r e d t h e 

o p p o r t u n i t y t o — t h e y h a v e made a p o s i t i v e 

d e c i s i o n t o a c c e p t t h e c o m m e r c i a l r a t e ? 

MR. BRUGNONE: I t h i n k i t ' s - - y o u r 

a n a l o g y b e f o r e of t h o s e p e r c e n t a g e s , t w o - t h i r d s , 

o n e - t h i r d , a r e p r e t t y a c c u r a t e . 

We h a v e e x p e r i e n c e d a l i t t l e o v e r 34 
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percent acceptance. 

REPRESENTATIVE ROBINSON: To date? 

MR. BRUGNONE: To d a t e , y e s . 

REPRESENTATIVE ROBINSON: Okay, one l a s t 

ques t i on t h a t r e l a t e s t o t h e i s s u e of r e g u l a t i o n s . 

Mr. Cra ig gave q u i t e a b i t of t es t imony 

r e l a t i v e to FCC r e g u l a t i o n s and i n t e r p r e t a t i o n of 
I 

t hese r e g u l a t i o n s by your l e g a l c o u n s e l . 

Have t h e s e r e g u l a t i o n s been t e s t e d in 

cour t because your l e g a l counse l i n t e r p r e t s them in 

a f a v o r a b l e f a sh ion t o KBL, they must be so 

i n t e r p r e t e d ? 

MR. CRAIG: Well , the c u r r e n t r e g u l a t i o n s 

a re f a i r l y f r e s h . Absent the r e g u l a t i o n s b e f o r e , 

t h e r e were c o u r t c a s e s in the D e t r o i t a r ea where 

bar owners s a i d we have a God-given r i g h t to get 

t h i s l i k e somebody e l s e in t h e i r l i v i n g room and i t 

s tood up. 

This i s - - I mean we a re not b r e a k i n g new 

ground h e r e ; t h i s i s we l l e s t a b l i s h e d . 

If you want some - - I d o n ' t know if you 

guys - - do you have any th ing ( to Mr. G r i f f i n ) ? 

MR. GRIFFIN: I'm B r e t t G r i f f i n with Reed, 

Smith, Shaw & McClay of Washington, D.C. 

As B i l l i n d i c a t e d , t h e r a t e s a re very new. 

I 

ciori
Rectangle

ciori
Rectangle

kbarrett
Rectangle



55 

T h e y h a v e o n l y b e e n i n f o r c e now a b o u t s i x t y d a y s , 

p r o b a b l y , s o we h a v e n ' t r e a l l y t e s t e d t h e m i n 

c o u r t . 

I will say that even before these 

regulations were adopted, from the history of the 

regulations of the cable television industry, there 

has never been rate regulation on a pay per channel 

or pay per view service. That has always been 

preempted by the FCC and Congress. 

REPRESENTATIVE ROBINSON: One last 

question. This relates to LCB regulations. 

As you know, the LCB has some pretty 

strict regulations as to what our bars and taverns 

can and cannot do. 

Mr. Craig suggested that KBL is or would 

be engaged in some promotional activities with some 

taverns. 

Mr. Craig, has your legal counsel checked 

LCB regulations to see if what you are doing or 

what you are proposing to do in terms of promotion 

is allowable by LCB regulations? 

MR. CRAIG: Well, if the LCB -- if 

anything we are doing is against us -- we will be 

willing to abide by the law, you know. 

My sense is that we want to promote it as 
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b e s t we c a n w i t h i n t h e l a w . 

REPRESENTATIVE ROBINSON: T h a n k y o u , Mr . 

C r a i g a n d Mr . B r u g n o n e . 

And t h a n k y o u , Mr. C h a i r m a n . 

ACTING CHAIRMAN LaGROTTA: Y o u ' r e w e l c o m e , 

Re p r e s en t a t i ve R o b i n s o n . 

We a r e r u n n i n g b e h i n d a l i t t l e b i t , b u t I 

do h a v e a few q u e s t i o n s . 

I w a n t t o s t a r t o u t by s a y i n g t h i s i s v e r y 

e n l i g h t e n i n g . I now know t h a t p e o p l e s t e a l c a b l e , 

t h a t p e o p l e p l a y v i d e o p o k e r m a c h i n e s i l l e g a l l y , 

and y o u h a v e t o p a y y o u r t a x e s i n P e n n s y l v a n i a . 

MR. CRAIG: Are t h e y i l l e g a l ? 

ACTING CHAIRMAN LaGROTTA: W h a t ' s t h a t ? 

MR. CRAIG: I d i d n ' t know t h e y w e r e 

i l l e g a l , t h e p o k e r g a m e s . 

ACTING CHAIRMAN LaGROTTA: W e l l , y e s , t h e y 

a r e ; t h e y a r e . 

I d i d n ' t know e i t h e r u n t i l t o d a y . 

MR. CRAIG: I w o u l d n ' t h a v e p l a y e d one 

t h e n . 

ACTING CHAIRMAN LaGROTTA: As l o n g a s t h e y 

d o n ' t p a y y o u ; i t ' s i l l e g a l . 

My q u e s t i o n i s , a n d t h i s i s p r o b a b l y 

s i m p l i s t i c , i n r e a d i n g y o u r t e s t i m o n y I n o t e t h a t 
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you s p e c i f i c a l l y p o i n t o u t t h e r e i s a c h o i c e f o r 

c o m m e r c i a l e s t a b l i s h m e n t s who do n o t c h o o s e t o 

p a r t i c i p a t e i n t h e p r o g r a m , t h a t t h e y w i l l b e 

f i l t e r e d . 

MR. CRAIG: R i g h t . 

ACTING CHAIRMAN LaGROTTA: So i f I own a 

t a v e r n a n d I s a y I c a n ' t a f f o r d t h i s , I d o n ' t w a n t 

t h i s , I d o n ' t t h i n k i t ' s a c o m m e r c i a l l y v i a b l e 

o p t i o n f o r me, I ' m o f f t h e h o o k ? 

MR. CRAIG: T h a t ' s r i g h t . 

ACTING CHAIRMAN LaGROTTA: No c h a r g e ? 

MR. CRAIG: R i g h t . 

ACTING CHAIRMAN LaGROTTA: So I r e c e i v e a 

b a s i c d e c r e a s e f rom TCI? 

I n o t h e r w o r d s , I r e m a i n a b a s i c c u s t o m e r 

w i t h o u t KBL. W i l l I r e c e i v e any k i n d o f d e c r e a s e ? 

And a n y o n e f rom t h e i n d u s t r y c a n a n s w e r 

t h a t . 

I f I c h o o s e t o h a v e KBL f i l t e r e d - -

MR. BRUGNONE: The c a b l e o p e r a t o r s m u s t 

c o m p l y w i t h t h e same FCC r u l e s t h a t Mr. C r a i g h a s 

r e f e r r e d t o t h r o u g h o u t t h e t e s t i m o n y . 

I n r e l a t i o n s h i p t o t h e c a b l e o p e r a t o r ' s 

a b i l i t y t o c a t e g o r i z e d i f f e r e n t g r o u p s of 

s u b s c r i b e r s , t h e c a b l e o p e r a t o r w o u l d b e 
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r e s p o n s i b l e f o r c o m p l i a n c e w i t h t h e FCC r u l e s a n d 

w o u l d h a v e t h e a b i l i t y t o c a t e g o r i z e a n d make 

d i f f e r e n t r a t e s f o r c o m m e r c i a l e s t a b l i s h m e n t s i n 

e f f e c t v e r s u s t h e r e s i d e n t i a l r a t e s . 

ACTING CHAIRMAN LaGROTTA: B u t , D a v i d , i f 

t h e y c h o o s e n o t t o , i f TCI o r A r m s t r o n g o r J o e ' s 

C a b l e Company c h o o s e s n o t t o , you a r e o n e c h a n n e l 

on t h e i r s y s t e m . I d o n ' t w a n t y o u . You f i l t e r me 

o u t on my b o x . 

Do I g e t a d i s c o u n t o r p a r t i c i p a t e i n t h i s 

a r r a n g e m e n t i n a n y way? ' 

MR. BRUGNONE: The c a b l e o p e r a t o r w i l l 

c o n s i d e r t h a t i n e s t a b l i s h i n g h i s c o m m e r c i a l r a t e . 

He may s t i l l s a y t h a t i n t h e c o m m e r c i a l 

e s t a b l i s h m e n t b e c a u s e y o u h a v e ESPN and TNT and 

i t ' s a c o m m e r c i a l e s t a b l i s h m e n t , I ' m g o i n g t o h a v e 

a h i g h e r r a t e t h a n t h e r e s i d e n t i a l , e v e n w i t h o u t 

KBL . 

I t ' s r e a l l y s o m e t h i n g we c a n ' t d i c t a t e t o 

t h e - - we a r e s o r t o f a w h o l e s a l e r , we c a n ' t 

d i c t a t e w h a t t h e y c a r r y . They h a v e t o a b i d e by t h e 

l a w . 

ACTING CHAIRMAN LaGROTTA: W e l l , w i l l t h e 

p r o v i d e r , a n d I ' m t a l k i n g a b o u t t h e Company, t h e 

h o o k u p c o m p a n y , w i l l t h e y b e a b l e - - a t some p o i n t 
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w i l l t h e y b e a b l e , l e g a l l y a b l e , and maybe y o u r 

a t t o r n e y c o u l d b e s t a n s w e r t h i s , t o s a y , w e l l , you 

h a v e g o t KBL a n d we p r o v i d e i t s o we a r e g o i n g t o 

c h a r g e y o u a n e x t r a f e e ? 

I f I ' m p a r t i c i p a t i n g i n y o u r p r o g r a m , w i l l 

t h a t b e t h e e x t e n t o f my c o m m e r c i a l o b l i g a t i o n 

f i n a n c i a l l y t o buy KBL, d e a l i n g d i r e c t l y w i t h y o u 

now a s o p p o s e d — w o u l d TCI o r A r m s t r o n g b e a b l e t o 

come i n a n d s a y we a r e g o i n g t o c h a r g e you a 

c o m m e r c i a l r a t e , and I ' m g o i n g t o s a y I ' m a l r e a d y 

p a y i n g KBL a n d t h e y a r e g o i n g t o s a y , w e l l , KBL 

i s n ' t A r m s t r o n g a n d y o u ' r e g o i n g t o p a y u s . 

I mean d o y o u s e e a n y p o t e n t i a l l e g a l 

h a s s l e i n o p e r a t i n g a s a s o l o i n t h i s m i x ? 

MR. BRUGNONE: W e l l , I t h i n k a s KBL b e i n g 

s o l o on a n a l a c a r t e b a s i s , o u r r a t e s w o u l d b e t h e 

s e p a r a t e o v e r h e r e . The c a b l e o p e r a t o r w o u l d b e 

e s t a b l i s h i n g a c o m m e r c i a l r a t e , i f t h e y c h o s e t o do 

so . 

V e r y few c a b l e o p e r a t o r s now a r e c h a r g i n g 

a c o m m e r c i a l r a t e . 

ACTING CHAIRMAN LaGROTTA: W i l l - - on a 

c o m m e r c i a l r a t e , t h o u g h , w i l l t h e y b e i n c l u d i n g you 

a s p a r t o f t h e i r c o m m e r c i a l f e e ? 

MR. BRUGNONE: We a r e g o i n g t o b e 

ciori
Rectangle

kbarrett
Rectangle



60 

unbundled. 

ACTING CHAIRMAN LaGROTTA: Okay. 

MR. BRUGNONE: We are going on an ala 

carte separate service. 

ACTING CHAIRMAN LaGROTTA: So in other 

words pay per view for commercial establishments? 

MR. BRUGNONE: Y e s . 

I 
ACTING CHAIRMAN LaGROTTA: T h i s w i l l be a 

premium c h a n n e l , no t f o r r e s i d e n t s - -

MR. GRIFFIN: Pay p e r mon th . 

ACTING CHAIRMAN LaGROTTA: Pay p e r month , 

no t f o r r e s i d e n c e s , t h o u g h , j u s t f o r commerc i a l 

e s t a b l i s h m e n t s . 

And t h a t t a k e s me t o my n e x t q u e s t i o n . 

I d e n t i f y f o r me what you mean by 

commerc i a l e s t a b l i s h m e n t s . 

MR. CRAIG: W e l l , i t ' s a judgment c a l l . 

You know, someone r a t t l e d off h o s p i t a l s 

h e r e t h i s m o r n i n g . 

ACTING CHAIRMAN LaGROTTA: If you l i s t e n 

t o H i l l a r y C l i n t o n , t h e y a r e p r e t t y c o m m e r c i a l . 

MR. CRAIG: T h a t ' s what I was go ing to 

s a y . I would be i n t e r e s t e d t o - - t h e s e a r e a l l 

judgment c a l l s . 

ACTING CHAIRMAN LaGROTTA: I n o t i c e your 
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e y e s got r e a l wide when you h e a r d h o s p i t a l s . 

MR. BRUGNONE: W e l l , y e s , h o s p i t a l s a r e 

t r e a t e d a s on a r e s i d e n t i a l b a s i s . We have 

t r a d i t i o n a l l y done t h a t . 

Cable o p e r a t o r s who c o n t r a c t our s e r v i c e 

do i t t h a t way. 

ACTING CHAIRMAN LaGROTTA: How a b o u t 

b a r b e r s h o p s ? 

I mean i n o t h e r words a r e we s p e c i f i c a l l y 

s a y i n g t a v e r n s and r e s t a u r a n t s ? What a b o u t h o t e l s 

t h a t p u t on t h e i r m a r q u i s we have KBL? 

MR. CRAIG: W e l l , a b a r q u a c k s and w a l k s 

l i k e a b a r , you know. I mean i t ' s p r e t t y c l e a r 

i t ' s a c o m m e r c i a l e s t a b l i s h m e n t b e c a u s e i t ' s 

l i c e n s e d . 

ACTING CHAIRMAN LaGROTTA: I u n d e r s t a n d . 

MR. CRAIG: The g r a y a r e a s a r e t o u g h , and 

I d o n ' t want t o - - you know. 

ACTING CHAIRMAN LaGROTTA: I mean I 

e x p l a i n e d t o you i n p r i v a t e c o n v e r s a t i o n t h a t I 

s e l e c t a h o t e l in H a r r i s b u r g when we a r e i n s e s s i o n 

s p e c i f i c a l l y b e c a u s e I can watch P e n g u i n games on 

KBL, and t h e y p romote t h a t . 

MR. BRUGNONE: R i g h t , i n your room. 

We a r e n o t t a l k i n g a b o u t t h e s e r v i c e i n 
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your room. i 

ACTING CHAIRMAN LaGROTTA: How a b o u t t h e 

h o t e l o p e r a t o r ? I 

MR. BRUGNONE: We a r e j u s t t a l k i n g a b o u t 

t h e b a r a r e a . | 
I 

ACTING CHAIRMAN LaGROTTA: Not the hotel? 

MR. BRUGNONE: No, no. The rooms -- not 
I 

the rooms in the hotel, just the bar area. The j 

rooms in the hotel are considered under our I 
! 

r e s i d e n t f o r m u l a s . ! 

ACTING CHAIRMAN LaGROTTA: Would you 

f o r e s e e - - and maybe c o u n s e l c o u l d answer t h i s - -

I d o n ' t mean t o f o r e c a s t f u t u r e l e g a l b a t t l e s , bu t 

c o u l d no t a t a v e r n which i s s u b j e c t to t h i s 

commerc i a l r a t e s a y , w e l l , J o e ' s H o t e l i s p r o m o t i n g 

KBL t o g e t g u e s t s i n t o h i s h o t e l , he s h o u l d be - - I 

mean we a r e b e i n g d i s c r i m i n a t e d a g a i n s t . 

Do you s e e t h a t , c o u n s e l , a s a p o t e n t i a l 

p rob lem? 

MR. GRIFFIN: W e l l , I t h i n k t h a t J o e ' s 

H o t e l i s c e r t a i n l y p a y i n g a h o t e l r a t e . T h a t ' s 

c e r t a i n l y much more t h a n an i n d i v i d u a l r e s i d e n t ' s 

r a t e . 

Now t h e r e a r e - -

ACTING CHAIRMAN LaGROTTA: But does KBL 

I 
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benefit from that? 

MR. GRIFFIN: Well, KBL is sold on that 

basis, on that bulk rate basis. 

ACTING CHAIRMAN LaGROTTA: I'm saying a 

cable provider in Harrisburg, Samons (phonetic) 

Communications, may be charging my hotel a 

different rate than David Krantz who has a 

residence in Harrisburg. 

MR. CRAIG: Yes. 

ACTING CHAIRMAN LaGROTTA: But KBL d o e s n ' t 

g a i n any a d d i t i o n a l r e v e n u e from Samons b e c a u s e of 

t h e h o t e l h o o k u p , do t h e y ? 

MR. CRAIG: Not d i r e c t l y a t t h e moment, 

bu t when a c a b l e o p e r a t o r makes a d e c i s i o n t o 

p u r c h a s e KBL, he d e t e r m i n e s i t s v a l u e t o him and 

t h e n i t ' s up t o him o r h e r to t h e n e x p l o i t t h a t t o 

t h e b e s t of t h e i r a b i l i t y , to g e t a s much money as 

t h e y can o u t of t h e m a r k e t p l a c e . 

I t ' s n o t - - n e g o t i a t i o n s a r e on t h e b a s i s 

of our v a l u e ; how much t h e y ' r e w i l l i n g t o come on 

b o a r d . 

MR. BRUGNONE: And s p e c i f i c a l l y , t h o u g h , 

t o answer your q u e s t i o n , you know, a r e s i d e n t i a l 

s u b s c r i b e r c o n t r i b u t e s a f e e f o r h a v i n g KBL. 

H o t e l rooms and m o t e l rooms b e i n g s e r v i c e d 
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with KBL may be serviced under a fewer hundred 

percent penetration residential type rate or a bulk 

rate. 

So t h a t has a d i f f e r e n t c a t e g o r y and we 

d e r i v e a b e n e f i t , b u t n o t n e c e s s a r i l y an 

i 

i n c r e m e n t a l b e n e f i t . 

ACTING CHAIRMAN LaGROTTA: I u n d e r s t a n d 

i 
t h a t . I ' m j u s t c u r i o u s as t o t h e f a c t t h a t t h e r e 

i s no - - I mean t h e r e ' s no FCC d e l i n e a t i o n t h a t 

d e f i n e s what i s and what i s n o t c o m m e r c i a l . I t ' s a 

judgment c a l l on your p a r t , and t h a t ' s s o m e t h i n g we 

a r e g o i n g - -

MR. GRIFFIN: I f I may - -

ACTING CHAIRMAN LaGROTTA: Counse l ? 

MR. GRIFFIN: To d a t e , I d o n ' t t h i n k 

t h e r e ' s been any - -

ACTING CHAIRMAN LaGROTTA: Any d e f i n i t i o n 

of c o m m e r c i a l i n t h e s t a t u t e ? 

MR. GRIFFIN: No, no . 

ACTING CHAIRMAN LaGROTTA: Nothing about 

deriving profit --

MR. GRIFFIN: No. 
I 

ACTING CHAIRMAN LaGROTTA: Okay, last j 

question. 

You w i l l p r o v i d e t a v e r n owners w i t h a 
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c h o i c e . They h a v e t h e o p p o r t u n i t y t o f i l t e r o u t . 

When d o you p l a n t o i n i t i a t e g i v i n g t h e m a 

c h o i c e ? When w i l l t h i s t e c h n o l o g y and f i l t e r i n g b e 

a v a i l a b l e t o a l l t h e t a v e r n s i n A l l e g h e n y - - I ' m 

a s s u m i n g y o u ' r e g o i n g t o go b e y o n d j u s t t h e C o u n t y 

l i n e ? 

MR. BRUGNONE: W e l l , we h a v e b e g u n t h a t . 

T h i s p r o g r a m h a s b e e n g o i n g on s i n c e J u n e of l a s t 

y e a r . 

ACTING CHAIRMAN LaGROTTA: But i s t h e 

t e c h n o l o g y i n p l a c e a s we s p e a k t o f i l t e r ? 

MR. BRUGNONE: Y e s , t h e t e c h n o l o g y - - i f 

somebody d e c l i n e s i n h a v i n g KBL, t h e t e c h n o l o g y i s 

a v a i l a b l e . I t ' s a t r a p t h a t f i l t e r s o u t t h a t o n e 

c h a n n e l f r e q u e n c y t h a t KBL i s l o c a t e d o n . 

ACTING CHAIRMAN LaGROTTA: So i f I d o n ' t 

p a y y o u my m o n t h l y f e e f o r S e p t e m b e r , you w i l l come 

i n and t r a p me? 

MR. BRUGNONE: The t e c h n i c a l c a p a c i t y i s 

t h e r e . 

ACTING CHAIRMAN LaGROTTA: And t h e m o n t h l y 

c a b l e b i l l I p a y t o TCI w i l l r e f l e c t , o r I s h o u l d 

c o n t a c t t h e m t o r e f l e c t t h e l o s s of o n e c h a n n e l 

f rom my B a s i c S e r v i c e ? 

MR. CRAIG: I t w i l l b e p a r t o f t h e 
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consideration of the all over rate that you are 

charged as a commercial establishment. 

ACTING CHAIRMAN LaGROTTA: Martin? 

MR. DURKIN: Thank you, Mr. Chairman. 

I just want to clear up some inferences 

that were made as to the fact that this legislation 

may be prohibited legally. Maybe I'm confused and 

could quite be the possibility, but I just want to 

go through some of your testimony which I made some 

notes on. 

On page 7, the first part is -- you note j 
1 

that KBL is a programming service, which the J 

Chairman was just discussing with you, in essence, 

and not a cable operator. 

And then you go on to talk about the fact 

that KBL has complete discretion to establish its 

programming, how it will be distributed, and what 

rates will be charged to the distributor. 

Now the distributor is TCI, is it not? 

MR. CRAIG: One of many. 

MR. DURKIN: Okay. 

And then you go on to s t a t e tha t the new 

cable l e g i s l a t i o n passed by Congress l a s t year does 

not au thor i ze the FCC, the s t a t e s or mun ic ipa l i t i e s 

to regula te r a t e s tha t programmers charge the i r 

* 
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d i s t r i b u t o r s , i n c l u d i n g c a b l e o p e r a t o r s . 

T h a t ' s TCI? 

MR. CRAIG: TCI i s j u s t one o f many c a b l e 

o p e r a t o r s o u t t h e r e . 

MR. DURKIN: O k a y . 

T h u s , KBL i s c o m p l e t e l y w i t h i n i t s r i g h t s 

i n r e q u i r i n g t h a t i t s p r o g r a m m i n g b e s o l d t o 

c o m m e r c i a l e s t a b l i s h m e n t s on a n a l a c a r t e o r p e r 

c h a n n e l b a s i s . 

Now t h e p e r c h a n n e l b a s i s , I c a n a g r e e 

w i t h t h i s , w h i c h I ' m u n d e r s t a n d i n g i s p a y p e r v i e w ; 

i s t h a t w h a t t h a t i s ? 

MR. CRAIG: W e l l , p a y p e r m o n t h . 

MR. DURKIN: P a y p e r m o n t h . 

MR. CRAIG: The a l a c a r t e i s s o r t o f l i k e 

a r e s t a u r a n t m e n u . I t ' s p a i d p e r m o n t h , a l a c a r t e . 

MR. DURKIN: B u t t h i s d o e s n o t go t o p a y 

p e r v i e w , w h a t t h i s l e g i s l a t i o n g o e s t o i s i f 

somebody i s p a y i n g a r a t e t o a d i s t r i b u t o r , w h i c h 

t h e d i s t r i b u t o r i s p a y i n g you t o c a r r y KBL's s i g n a l 

t h a t y o u ' r e g e t t i n g p a i d f o r , t o g i v e t hem t h e 

s i g n a l , t h i s g o e s t o y o u , i n c l u d i n g e x t r a money t o 

t h a t i n d i v i d u a l s u b s c r i b e r w h i c h t o me, t h e r e ' s an 

i n f e r e n c e t h e r e t h a t t h a t w o u l d b e i l l e g a l . I 

d o n ' t s e e t h a t u n d e r t h e c u r r e n t l a w . 
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MR. GRIFFIN: I c a n s p e a k t o t h a t . 

I t h i n k w h a t t h e l aw p r o v i d e s i s , f i r s t o f 

a l l , KBL may d i r e c t i t s c a b l e o p e r a t o r a f f i l i a t e 

t h a t i f you s e l l o u r p r o g r a m m i n g i n c o m m e r c i a l 

e s t a b l i s h m e n t s , y o u m u s t s e l l i t on an a l a c a r t e 

b a s i s o r a p e r c h a n n e l b a s i s . 

And KBL and t h e c a b l e o p e r a t o r w i l l 

n e g o t i a t e t h e m o n t h l y r a t e t h a t i s d u e KBL f o r t h a t 

c o m m e r c i a l e s t a b l i s h m e n t . 

The c a b l e o p e r a t o r t h e n i f he c h o o s e s t o 

c a r r y KBL ' s p r o g r a m on t h a t b a s i s , w i l l s e t h i s own 

r a t e w i t h t h e c o m m e r c i a l e s t a b l i s h m e n t a n d w h a t e v e r 

t h a t r e t a i l r a t e w o u l d b e , a n d p a y KBL t h e 

n e g o t i a t e d p o r t i o n . 

I f t h a t ' s t h e c a s e , i f t h a t ' s d o n e , t h e n 

t h a t b e c o m e s a p e r c h a n n e l o r a l a c a r t e s e r v i c e 

o f f e r e d b y t h e c a b l e o p e r a t o r , a n d i t ' s n o t s u b j e c t 

t o r a t e r i g g i n g . 

MR. DURKIN: I t ' s n o t s u b j e c t t o r a t e 

r e g u l a t i o n i n t h e f a c t we c a n n o t t e l l t h e 

d i s t r i b u t o r , Samons o r TCI t h a t t h e y c a n - - w h a t 

t h e y c a n c h a r g e . I t ' s n o t s u b j e c t t o r a t e 

r e g u l a t i o n s t h a t t h e S t a t e c a n t e l l you t h a t you 

c a n ' t c h a r g e e x t r a money b e y o n d w h a t y o u ' r e g e t t i n g 

p a i d by t h e c a b l e o p e r a t o r by t h e d i s t r i b u t o r ? 

i 
I 
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MR. CRAIG: Now I ' m g e t t i n g c o n f u s e d . 

MR. DURKIN: I j u s t w a n t e d t o c l e a r t h a t 

u p . T h a t ' s why i t ' s a l i t t l e c o n f u s i n g t o m e . And 

I h a v e n ' t d o n e t h e r e s e a r c h . O b v i o u s l y , you f o l k s 

h a v e . 

But t o m e , t h e way i t w o r k s KBL i s a 

p r o g r a m m i n g s e r v i c e w h i c h g e t s p a i d by t h e c a b l e 

o p e r a t o r , w h i c h i s Samons o r T C I , f o r c a r r y i n g t h e 

s i g n a l w h i c h t h e n TCI g e t s p a i d by e a c h i n d i v i d u a l 

s u b s c r i b e r i n t h e home , o k a y ? 

And t h i s a l l r e f l e c t s i n w h a t we a r e 

t a l k i n g a b o u t on a p e r c h a n n e l o r a l a c a r t e , o r 

w h a t e v e r . 

Now t h e r a t e r e g u l a t i o n s t h e FCC h a s s e t 

u p , a s I u n d e r s t a n d i t , t h e S t a t e c a n n o t t e l l 

p e o p l e , c a n n o t t e l l t h e c a b l e o p e r a t o r w h a t t h e y 

c a n c h a r g e . T h e y s e t a f e e f o r B a s i c , E x p a n d e d 

B a s i c , e t c e t e r a , b u t t h a t r e g u l a t i o n by t h e 

F e d e r a l G o v e r n m e n t d o e s n o t go t o w h a t t h e S t a t e 

c a n t e l l y o u r s e r v i c e , a p r o g r a m m i n g s e r v i c e , w h a t 

t h e y c a n c h a r g e i n a d d i t i o n t o w h a t t h e y a r e 

a l r e a d y g e t t i n g t h r o u g h t h e e s t a b l i s h e d s y s t e m . 

Y o u ' r e k i n d of g o i n g o u t s i d e o f t h e 

s y s t e m . Y o u ' r e n o t - - n o t o n l y a r e you g e t t i n g i t 

t h r o u g h t h e e s t a b l i s h e d s y s t e m f rom TCI w h i c h g e t s 
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i t from the s u b s c r i b e r , y o u ' r e a l s o now cha rg ing ! 
I 

e x t r a by d i r e c t i n g , going t o the s u b s c r i b e r , which j 

to me I d o n ' t unde r s t and - - t h a t r e l a t i o n s h i p from 

the programming s e r v i c e to the s u b s c r i b e r i s not 

covered by r e g u l a t i o n s . T h a t ' s my q u e s t i o n . 
T h a t ' s what — 

MR. CRAIG: Just like MGM is regulated j 
i 

when they sell their movies. You know, MGM can 

sell their movies for as much as they want to 
! 
i 

whomever they want . 

This i s America, you know. In America, i f 

you an idea or you have a c o n c e p t , you should be 

ab l e to- s e l l i t a s long as y o u ' r e not h u r t i n g 

anybody economica l ly . 

MR. DURKIN: Maybe I 'm not making myself 

c l e a r . 

We a re no t - - t h i s r e g u l a t i o n does not 

p r o h i b i t you from saying t h a t you can charge TCI or 

Samons t o c o v e r . What i t ' s s ay ing i s you c a n ' t 

charge in a d d i t i o n , okay, t o the s u b s c r i b e r who i s 

a l r e a d y paying the c a b l e o p e r a t o r . 

MR. CRAIG: T h a t ' s c o r r e c t . 

MR. DURKIN: See, t h e r e ' s t h i s i n f e r e n c e 

t h a t t h i s i s i l l e g a l through r e g u l a t i o n , and I 

d o n ' t see t h a t . T h a t ' s what I'm t r y i n g t o ge t a t . 

I 
I 
i 
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MR. GRIFFIN: I t seems t o me t h a t y o u ' r e 

r e f e r r i n g t o a s i t u a t i o n where a c o m m e r c i a l 

e s t a b l i s h m e n t i s p a y i n g f o r KBL t o t h i s p e r s o n and 

KBL t o t h a t p e r s o n . And I d o n ' t t h i n k t h a t ' s p a r t 

of t h e p r o g r a m . 

MR. DURKIN: No. 

I 'm s a y i n g t h a t KBL i s p r o v i d i n g a s e r v i c e 

t o KBL and Samons and g e t t i n g p a i d f o r t h a t s e r v i c e 

and t h e n TCI g e t s i t s money and i t ' s p a i d by t h e 

s u b s c r i b e r . T h a t ' s - - o k a y . 

ACTING CHAIRMAN LaGROTTA: I d e n t i f y 

y o u r s e l f . 

MR. FOSS: I 'm Dan Foss from Reed , S m i t h , 

Shaw and McClay i n P h i l a d e l p h i a . 

To t h e e x t e n t t h a t a c o m m e r c i a l 

e s t a b l i s h m e n t i s l i c e n s e d d i r e c t l y by KBL, t h e r e 

can be no c h a r g e from t h e c a b l e o p e r a t o r t o t h a t 

s u b s c r i b e r t o t h a t c o m m e r c i a l e s t a b l i s h m e n t f o r 

KBL. Tha t e s t a b l i s h m e n t w i l l s t i l l pay TCI o r 

Samons a r a t e f o r i t s o t h e r s e r v i c e s . 

MR. DURKIN: But t h a t ' s a s e p a r a t e 

s i t u a t i o n h e r e . 

What we a r e t a l k i n g a b o u t h e r e i s you 

o p e r a t e u n d e r two c i r c u m s t a n c e s , as I u n d e r s t a n d 

i t . E i t h e r y o u ' r e g i v i n g - - y o u ' r e k i n d of a 
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c o n d u i t a n d t h e r e ' s a r e l a t i o n s h i p d i r e c t l y b e t w e e n 

a s u b s c r i b e r a n d y o u r s e l f o r y o u ' r e g o i n g t h r o u g h a 

c o n d u i t t h a t g o e s t h r o u g h Samons o r TCI a n d down t o 

t h e s u b s c r i b e r . 

What t h i s l e g i s l a t i o n a p p l i e s t o i s w h e r e 

y o u ' r e g o i n g t h r o u g h t h e c o n d u i t f rom y o u r s e l f 

t h r o u g h t h e c a b l e o p e r a t o r , TCI a n d S a m o n s , down t o 

t h e s u b s c r i b e r . I t d o e s n ' t a d d r e s s w h e r e you go 

d i r e c t l y t o t h e s u b s c r i b e r . 

MR. CRAIG: A l l r i g h t . 

MR. DURKIN: So t h e r e ' s an i n f e r e n c e t h a t 

i f you t a k e t h i s l e g i s l a t i o n and you f o l l o w t h e 

c o n d u i t t h a t t h i s l e g i s l a t i o n i s a p p l i e d t o , t h a t 

y o u ' r e g o i n g t h r o u g h t h e c a b l e o p e r a t o r , TCI o r 

S a m o n s , a n d t h e n down t o t h e s u b s c r i b e r a n d t h e n 

y o u ' r e a l s o a d d i t i o n a l l y g o i n g d i r e c t l y f rom — 

y o u ' r e a l s o a d d i t i o n a l l y g o i n g - - u s i n g t h a t 

c o n d u i t a n d t h e n a l s o a p p l y i n g f o r e x t r a money 

d i r e c t l y t o t h e s u b s c r i b e r t h a t t h i s l e g i s l a t i o n i s 

p r o h i b i t e d by t h e FCC. 

T h a t ' s w h a t I ' m g e t t i n g a t , t h a t s p e c i f i c 

r e l a t i o n s h i p , and - -

MR. CRAIG: Dan? 

MR. FOSS: I ' m r e a l l y h a v i n g t r o u b l e 

f o l l o w i n g t h e q u e s t i o n . 
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ACTING CHAIRMAN LaGROTTA: I t h i n k - - you 

know w h a t , g e n t l e m e n , I t h i n k t h a t M a r t y ' s 

c o n f u s i o n m i g h t b e c l e a r e d u p . 

I f I u n d e r s t a n d t h a t , c o m m e r c i a l 

e s t a b l i s h m e n t s ' B a s i c c a b l e f e e w o u l d n o l o n g e r 

r e f l e c t a n y c h a r g e f o r a n y t o KBL, w h i c h i s why I 

a s k e d i n my q u e s t i o n w i l l my B a s i c c a b l e b i l l b e 

r e d u c e d i f I b e c o m e a s u b s c r i b e r t o KBL. 

MR. CRAIG: W e l l , i f you d o n ' t , - - i f you 

a r e n o t a s u b s c r i b e r t o KBL? 

ACTING CHAIRMAN LaGROTTA: No, n o . 

I f I s u b s c r i b e t o y o u r c o m m e r c i a l p r o g r a m , 

I ' m p a y i n g d i r e c t l y f o r y o u r s e r v i c e , n o t p a r t 

B a s i c . 

W i l l my B a s i c r a t e r e f l e c t t h a t ? 

MR. CRAIG: To a n s w e r t h a t , i t w i l l 

r e f l e c t i t b u t w h a t c o u l d h a p p e n , t h o u g h , a n d t h i s 

i s n o t o u r c a l l b e c a u s e we d o n ' t c o n t r o l t h e r a t e s 

t o t h e o t h e r p r o g r a m m i n g , i s o t h e r p r o g r a m 

s u p p l i e r s c a n s a y and t h e c a b l e o p e r a t o r c a n c h o o s e 

t o s t i l l h a v e a c o m m e r c i a l r a t e a b s e n t KBL t h a t 

w i l l b e h i g h e r t h a n t h e r e s i d e n t i a l r a t e b e c a u s e 

t h e y v i e w t h e r e s t o f i t a s h a v i n g some c o m m e r c i a l 

v a l u e t o i t . 

I d o n ' t w a n t t o s a y , w e l l , i f t h e B a s i c 
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c a b l e r a t e i s $20 w i l l t h e y s u b t r a c t a b u c k and 

t h e y w i l l o n l y be c h a r g e d $19 f o r i t . I d o n ' t know 

w h a t - - t h e c a b l e o p e r a t o r h a s t o c h o o s e w h a t t h e y 

w a n t t o c h a r g e t h e c o m m e r c i a l e s t a b l i s h m e n t f o r 

w h a t you m i g h t v i e w a s b e i n g t h e $19 a m o u n t t h a t ' s 

made a v a i l a b l e t o r e s i d e n t i a l . I 

ACTING CHAIRMAN LaGROTTA: I u n d e r s t a n d . I 

i 
L e t me j u s t s a y , g e n t l e m e n , t h a t we h a v e 

t o move on b e c a u s e we h a v e o t h e r p e o p l e t o t e s t i f y . 

F o r t h e r e c o r d , TCI r e p r e s e n t a t i v e s , Tom 

C a s t , A r m s t r o n g U t i l i t i e s and s e v e r a l o t h e r c a b l e 

p r o v i d e r s w e r e a s k e d a n d i n v i t e d t o p a r t i c i p a t e 

h e r e t o d a y a n d we d i d n o t h a v e a n y a c c e p t o r s f rom 

t h a t g r o u p o f p e o p l e , s o we w a n t t o make i t c l e a r 

t o t h e p e o p l e t h a t a r e h e r e t h a t we w a n t e d t h e m t o 

be a p a r t o f t h i s p r o c e e d i n g . 

Thank y o u , g e n t l e m e n . 

H a l L e s c o u r t , a r e you h e r e ? 

(No r e s p o n s e . ) 

ACTING CHAIRMAN LaGROTTA: I f y o u ' r e n o t 

h e r e - - g o i n g o n c e , g o i n g t w i c e ( n o r e s p o n s e ) . 

C h r i s H a y e s . 

C h r i s H a y e s r e p r e s e n t s t h e Home Team 

S p o r t s N e t w o r k i n W a s h i n g t o n , D . C . 

Mr. H a y e s , I w a n t t o r e m i n d y o u f rom t h i s 
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point on in the hearing witnesses will be given 

fifteen minutes for testimony and questions, so 

keep that in mind as you begin. 

MR. HAYES: Mr. Chairman, Representatives, 

my name is Chris Hayes. I work at Home Team Sports 

in Washington, D.C., Baltimore Metropolitan Area. 

I have worked in the commercial sales of 

Home Team Sports on and off for the past six years 

or so . 

Home Team Sports is a seasonal sports 

programming network that covers the pro sports 

teams; the Baltimore Orioles Baseball Club, the 

Washington Capitols of the National Hockey League, 

and the Washington Bullets of the National 

Basketball Association. 

Pro Team Sports also covers regional 

college basketball and football teams of the 

Atlantic 10, the Mid-East, the ACC, as well as 

other local teams, smaller conference teams, et 

cetera. It also covers golf, tennis, and other 

professional sports. 

HTF started off ten years ago as a premium 

service to both the residential and the commercial 

marketplace. The reason they started as a premium 

service to the residential marketplace is they 
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needed to get carriage on the local cable system. 

The only way to get cable at that time was 

to promise the cable operator that you were going 

to be supplying them with a new cash flow. 

At the time I was working -- when I first 

started working at a cable TV outfit in Virginia, 

we had 36 channels. So with 36 channels and a 

hundred programmers or so out there fighting for 

channel space, you had to come up with a way to 

provide them money from the beginning to get 

carriage. Therefore, the difference between being 

a premium service and being a basic service. 

A basic service is paid for by the cable 

system as opposed to them collecting fees. 

In the last two years, Home Team Sports 

has converted to a basic cable service. They are 

not a hundred percent basic, but they are moving in 

that direction. I would say about 8 percent of the 

cable systems now carry HTS as a basic service; 

however, it is still carried as a premium service 

to all commercial establishments. 

That's part of the contract they have 

written with all cable operators. It's standard of 

their material. 

A point that you mentioned, Home Teams 
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S p o r t s - - a p o i n t t h a t came u p e a r l i e r , y o u t a l k e d 

a b o u t h o s p i t a l s , e t c e t e r a . 

W e l l , I know HTS d o e s p r o v i d e s e r v i c e t o 

some n u r s i n g h o m e s , s e l e c t i n s t i t u t i o n s , and t h e y 

do t h a t f r e e o f c h a r g e . I t ' s s o m e t h i n g t h a t t h e y 

do a s g o o d w i l l t o t h e c o m m u n i t y . 

The d i f f e r e n t i a t i o n b e t w e e n c o m m e r c i a l and 

r e s i d e n t i a l s e r v i c e i s s t a n d a r d t h r o u g h o u t t h e 

i n d u s t r y . 

I h a v e h a d d e a l i n g s i n t h e p a s t i n 

D e t r o i t . I h a d d e a l i n g s w i t h a s p o r t s c h a n n e l i n 

New Y o r k . J u s t a l l t h e d i f f e r e n t c a b l e , r e g i o n a l 

s p o r t s n e t w o r k s t h a t I h a v e d e a l i n g s w i t h do c h a r g e 

a c o m m e r c i a l r a t e f o r t h e i r s e r v i c e t o c o m m e r c i a l 

e s t a b l i s h m e n t s , r e g a r d l e s s of w h e t h e r o r n o t i t ' s a 

b a s i c o r p r e m i u m s e r v i c e t o t h e r e s i d e n t i a l m a r k e t . 

I d i d a n a t i o n a l s t u d y some y e a r s a g o o f 

v a r i o u s c a b l e s y s t e m s a n d t h i s i s t h e p o i n t t h a t 

was b r o u g h t u p , w h e t h e r o r n o t c a b l e s y s t e m s c h a r g e 

a c o m m e r c i a l r a t e f o r t h e b a s i c s e r v i c e t o b a r s . 

My c o n c l u s i o n i s t h a t i n f a c t , y e s , t h e y 

do c h a r g e a c o m m e r c i a l r a t e . Not a l l d o , b u t 

t h r o u g h my s t u d y , a b o u t 70 p e r c e n t o f t h e c a b l e 

s y s t e m s a c r o s s t h e c o u n t r y do c h a r g e a h i g h e r r a t e 

f o r a c o m m e r c i a l e s t a b l i s h m e n t t h a n t h e y do f o r 
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r e s i d e n t s . 

I n o n e i n s t a n c e , i n H o u s t o n , T e x a s , t h e 

b a s i c r e s i d e n t i a l r a t e was $ 2 2 . 8 0 f o r a c o m m e r c i a l 

e s t a b l i s h m e n t . I t ' s $ 1 3 0 . 2 5 , a d i f f e r e n c e of 

$ 1 0 7 . 4 5 p e r m o n t h . T h a t ' s an e x t r e m e c a s e . 

In o t h e r s i t u a t i o n s i t may be a $10 o r $15 

i n c r e a s e . On a v e r a g e , t h o s e s y s t e m s t h a t c h a r g e a 

c o m m e r c i a l r a t e c h a r g e a n a v e r a g e o f a b o u t $ 2 5 p e r 

month f o r t h e s e r v i c e . 

I f i r s t s t a r t e d w o r k i n g w i t h Howse r I 

C o m m u n i c a t i o n s w h i c h i s a m u l t i - s y s t e m o p e r a t o r j 

l i k e TCI b u t on a much s m a l l e r s c a l e . T h e y own two 

s y s t e m s i n t h e W a s h i n g t o n , D . C . a r e a a n d A r l i n g t o n 

C o u n t y , V i r g i n i a and M o n t g o m e r y C o u n t y , M a r y l a n d . 

I h a v e w o r k e d w i t h b o t h t h e d i r e c t s a l e s 

o p e r a t i o n a n d m a r k e t i n g d e p a r t m e n t and i n 1 9 8 8 , I 

b e c a m e i n v o l v e d i n t h e c o m m e r c i a l s a l e s , a t w h i c h 

t i m e - - w e l l , when I f i r s t s t a r t e d t h e r e i n ' 8 5 , I j 

r e a l i z e d t h a t t h e r e was a p r e m i u m r a t e f o r 

c o m m e r c i a l e s t a b l i s h m e n t s . 

I n ' 8 8 , I b e c a m e i n v o l v e d i n c o m m e r c i a l 

s a l e s a n d w a s a w a r e o f t h e f a c t t h a t , y e s , t h e r e i s 

a r a t e c h a r g e t h a t ' s c h a r g e d f o r Home Team S p o r t s . 

We a v e r a g e a p p r o x i m a t e l y $ 7 0 , $80 p e r 

month p e r e s t a b l i s h m e n t . 
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The way i t c u r r e n t l y w o r k s , e a c h c a b l e 

s y s t e m p r o v i d e s HTS w i t h a l i s t i n g o f 

e s t a b l i s h m e n t s t h a t t h e y s e r v i c e w i t h t h e e s t i m a t e d 

v i e w i n g a r e a t h a t t h e y h a v e r a t e d t h i s p a r t i c u l a r 

b a r o r r e s t a u r a n t . 

The way t h a t w o r k s i s HTS h a s a r a t e c a r d 

, t h a t ' s p a r t of t h e i r c o n t r a c t w h e r e t h e b a r s 

b e t w e e n 1 a n d 5 0 v i e w i n g a r e a a n d i n c r e m e n t s of 50 

g o i n g u p , t h e y h a v e a p a r t i c u l a r r a t e t h a t t h e y 

c h a r g e t o t h e c a b l e o p e r a t o r . 

The c a b l e o p e r a t o r i s t h e n a l l o w e d t o 

c h a r g e w h a t e v e r f e e t h a t t h e y c a r e t o c h a r g e . 

I n m o s t i n s t a n c e s t h e y work i t o u t t o b e 

a b o u t a 5 0 / 5 0 s p l i t . I n o t h e r w o r d s , t h e y d o u b l e 

t h e r a t e . But HTS, f r a n k l y , d o e s n o t c a r e w h a t t h e 

c a b l e o p e r a t o r c h a r g e s a s l o n g a s t h e c a b l e 

o p e r a t o r p a y s HTS t h e r a t e c a r d t h a t ' s s e t i n 

p l a c e . 

I s t a r t e d w o r k i n g a s a R e g i o n a l S a l e s 

M a n a g e r f o r S a t e l l i t e S p o r t s N e t w o r k i n M a r c h of 

1 9 9 1 . We r e p r e s e n t m o s t o f t h e r e g i o n a l s p o r t s 

n e t w o r k s a r o u n d t h e c o u n t r y . 

I g u e s s t h e o n l y one t h a t I c a n t h i n k o f 

o f f t h e t o p of my h e a d i s t h e V i d e o S p o r t s C h a n n e l 

f rom M i n n e a p o l i s , a n d t h a t ' s n o t - - t h e y a r e t h e 
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o n l y o n e t h a t I c a n t h i n k o f w h o ' s n o t u n d e r o u r 

j u r i s d i c t i o n a n d , i n f a c t , t h e y do c h a r g e a p r e m i u m 

r a t e t o t h e i r c o m m e r c i a l s u b s c r i b e r s a s w e l l . 

I g a v e o u t a l i s t of d i f f e r e n t c h a n n e l s 

t h a t a r e p a r t o f t h e SSN p a c k a g e , b o t h t h e s p o r t s 

c h a n n e l a n d p r i m e n e t w o r k s p o r t s . 

The s a l e s f o r c e i s s e t u p p r e t t y much 

u n d e r t h e C a b l e C o m m u n i c a t i o n s P o l i c y Ac t of 1984 

when s c r a m b l i n g came i n p l a c e and d i f f e r e n t i a t i o n 

b e t w e e n c o m m e r c i a l a n d r e s i d e n t i a l s e r v i c e , and i t 

a l s o d e a l t w i t h t h e f t o f s e r v i c e . 

SSN i s a n a t i o n w i d e company t h a t h a s a 

r e s i d e n c e a n d a c o m m e r c i a l r a t e c a r d . 

The r e s i d e n c e r a t e c a r d i s $120 p e r y e a r , 

$10 a m o n t h . The minimum f o r a c o m m e r c i a l 

e s t a b l i s h m e n t i s $ 9 0 0 , w h i c h i s $75 p e r m o n t h , and 

t h e r a t e c a r d w o r k s u p f rom t h e r e a n d t h a t ' s f o r a 

s m a l l e s t a b l i s h m e n t w i t h a v i e w i n g a r e a o f 50 o r 

l e s s . 

I n my j o b , t h e r e ' s b a s i c a l l y two f u n c t i o n s 

I 
t h a t I t a k e on and t h a t ' s t o s ign Commercial 

L icens ing Agreements , t h e f i r s t one . And a l o t of 

the ba r s when you go to them, they have r e s i d e n t i a l 

s u b s c r i p t i o n s which they had for years and y e a r s 

and t h e y ' l l con t inue to have them u n l e s s you s top 
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by and say h e l l o t o them. 

The second p a r t of my job i s t o i n s u r e 

t h a t t h o s e who d o n ' t want t o pay the f e e , the 

commercial f e e , t h a t they d o n ' t d i s p l a y t h e 

programming. And i t ' s easy fo r them i f they d o n ' t 

want a program and they j u s t t u r n i t of f . 

And we do have mon i to r ing programs in 

p lace where if they t r y and program i t , we make 

s u r e t h a t they d o n ' t go ahead and d i s p l a y the 

programming. 

The programming r i g h t s t h a t were t a l k e d 

about b e f o r e , and h e r e ' s j u s t a quick look , s p o r t s 

channel programming i s i n t ended for the p r i v a t e use 

of i t s a u d i e n c e , and a commercial e s t a b l i s h m e n t i s 

d e s i g n a t e d as a p u b l i c viewing s u b s c r i b e r . 

Pub l i c v iewing/commercia l d i s p l a y i s no t 

p e r m i t t e d wi thou t an e x p r e s s w r i t t e n consent of 

S a t e l l i t e S p o r t s Network and r e q u i r e s a commercial 

viewing l i c e n s e . 

The use of a r e s i d e n c e s u b s c r i p t i o n in a 

commercial e s t a b l i s h m e n t i s a v i o l a t i o n of Sec t ion 

705 of t h e Cable Communications Po l i cy Act of 1984 

which i n c l u d e s but i s not l i m i t e d t o commercial use 

of a s a t e l l i t e s i g n a l wi th a r e s i d e n c e 

s u b s c r i p t i o n . 
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T h a t ' s how we go a b o u t p r o t e c t i n g o u r 

r i g h t s on t h e c o m m e r c i a l e n d o f t h e b u s i n e s s . 

We h a v e i n many i n s t a n c e s t a k e n l e g a l 

a c t i o n a g a i n s t v a r i o u s c o m m e r c i a l e s t a b l i s h m e n t s . 

I know t h a t I h a v e h a d s e v e r a l i n M a r y l a n d 

and i n I n d i a n a . A l l of m i n e t o d a t e h a v e s e t t l e d 

o u t o f c o u r t . 

We h a v e f i l e d a g a i n s t a c o u p l e , b u t when 

t h e f i l i n g was d o n e t h e y q u i c k l y came t o a 

r e s o l u t i o n . 

I know t h a t i n New York S t a t e a n d i n 
i 

i 

I 

F l o r i d a , a couple ba r s were w i l l i n g to go ahead and 

t e s t the water and SSN sen t in one judgment in 

excess of $100,000 in a l l i n s t a n c e s . 

In c l o s i n g , j u s t the whole i n d u s t r y has 

changed over t h e y e a r s and I grew up in t h e l a t e 

'60 ' s and e a r l y ' 7 0 ' s . 

I 'm a Washington S e n a t o r s b a s e b a l l fan . 

U n f o r t u n a t e l y , the Sena to r s l e f t town when I was I 

twelve y e a r s o l d . 

At t h a t t i m e , I d o n ' t know how many games 

were on TV, but I can remember growing up l i s t e n i n g 

to them on the r a d i o . 

But now the Regional Spor t s Network 

p rov ides a very impor t an t source of revenue t o the 

I 
I 
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sports teams that are in town, and I think it is 

key that KBL play a big role in keeping the Pirates 

and the Penguins in the area because frankly, you 

know, being a baseball fan, you know, we'd love to 

have the Pirates down there. 

And I think it's important that support is 

made on all levels to keep the teams here in town. 

ACTING CHAIRMAN LaGROTTA: Thank you, 

Chris. 

A couple questions. 

Your commercial fee that is charged to 

residential -- or commercial customers, your signal 

is provided via the local cable operator, correct? 

MR. HAYES: The signal is provided via 

satellite reception. It is also — 

ACTING CHAIRMAN LaGROTTA: Available to 

commercial customers without satellites? 

MR. HAYES: Right. 

ACTING CHAIRMAN LaGROTTA: Now who 

collects the commercial fee? 

MR. HAYES: The commercial fee is 

collected by the cable operator, be it TCI, Howser. 

ACTING CHAIRMAN LaGROTTA: Describe for me 

the difference then on what you perceive the 

difference is and what you do and what KBL is 
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attempting to do as an independent operator 

collecting a fee separate from their basic cable 

bill. 

MR. HAYES: In e f f e c t , i t ' s t h e same 

t h i n g . 

I t ' s a r a t e k i n d of s e t u p . I t j u s t 

d e p e n d s on who i s go ing to c o l l e c t t h e f e e s . 

HTS h a s pu t in p l a c e a p rogram where t h e y 

c h a r g e t h e c a b l e o p e r a t o r b e c a u s e t h e c a b l e 

o p e r a t o r s have commerc i a l g r o u p s , a c o m m e r c i a l 

d e p a r t m e n t w i t h i n t h e i r sys t em t h a t d e a l s s t r i c t l y 

w i t h c o m m e r c i a l e s t a b l i s h m e n t s . 

ACTING CHAIRMAN LaGROTTA: So i f I 'm a 

3 0 - s e a t e s t a b l i s h in your v i e w i n g a r e a , I ' m a 

t a v e r n and I have your s e r v i c e , my b i l l i s $75 a 

month j u s t f o r you? 

! 
MR. HAYES: Tha t - - I c a n ' t t e l l you what 

i y o u r r a t e i s . j 

ACTING CHAIRMAN LaGROTTA: W e l l , I 'm 1 t o I 

50 f e e t . 

MR. HAYES: You a r e r e c e i v i n g v i a 

s a t e l l i t e - -

ACTING CHAIRMAN LaGROTTA: No, n o , no t 

s a t e l l i t e . 

MR. HAYES: If y o u ' r e r e c e i v i n g i t t h r o u g h 

i 
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t h e c a b l e , I c a n ' t s a y . 

HTS h a s a r a t e c a r d t h e y c h a r g e t h e c a b l e 

o p e r a t o r . The c a b l e o p e r a t o r i s t h e n - -

ACTING CHAIRMAN LaGROTTA: What do you 

c h a r g e t h e r a t e c a r d - - w h a t ' s you r r a t e c a r d f o r 

t h e c a b l e o p e r a t o r i n my i n s t a n c e ? 

MR. HAYES: I r e a l l y c a n ' t — I mean 

t h a t ' s - - I c a n ' t go i n t o t h a t . 

ACTING CHAIRMAN LaGROTTA: You s a y t h a t 

you i n s u r e t h a t t h o s e who d o n ' t pay d o n ' t p l a y . 

How do you do t h a t ; what t e c h n o l o g y do you 

us e ? 

If I 'm a c o m m e r c i a l o p e r a t o r and - -

MR. HAYES: W e l l , we m o n i t o r ; we t r a p . We 

j u s t t r a p o u t t h e s i g n a l . There a r e l i t t l e 

c y l i n d e r s t h a t t r a p . 

ACTING CHAIRMAN LaGROTTA: But y o u ' r e n o t 

b a s i c c a b l e , a r e you? 

MR. HAYES: I t i s b a s i c c a b l e — 

ACTING CHAIRMAN LaGROTTA: On r e s i d e n c e s ? 

MR. HAYES: Y o u ' r e r i g h t . 

And t h e w o r d i n g of t h e c o n t r a c t i s b a s i c 

c a b l e f o r t h e r e s i d e n t i a l m a r k e t . I t i s a premium 

s e r v i c e t o t h e commerc i a l m a r k e t p l a c e . 

ACTING CHAIRMAN LaGROTTA: Do you know, 
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C h r i s , o f a n y o t h e r c a b l e p r o g r a m m e r - - a n d I t h i n k 

t h a t ' s w h a t we s h o u l d c a l l t h e p r o v i d e r who i s t h e 

c a b l e c o m p a n y , and we w i l l r e f e r t o KBL a s t h e 

p r o g r a m m e r - - t h a t c h a r g e s an a d d i t i o n a l f e e by 

c i r c u m v e n t i n g ? j 

And I d o n ' t mean t h a t i n a n e g a t i v e s e n s e , 

b u t by g o i n g a r o u n d t h e c a b l e company? 

MR. HAYES: I d o n ' t - - w e l l , I c a n ' t s p e a k 

t o t h a t . B u t I d o n ' t t h i n k t h e y a r e g o i n g a r o u n d I 

t h e c a b l e c o m p a n y . j 

ACTING CHAIRMAN LaGROTTA: No, n o . 

Do you u n d e r s t a n d w h a t I mean? 
I I n y o u r i n s t a n c e , t h e c a b l e c o m p a n y 

c o l l e c t s y o u r c o m m e r c i a l f e e . 

MR. HAYES: R i g h t . 

ACTING CHAIRMAN LaGROTTA: In t h i s 

i n s t a n c e , KBL w i l l c o l l e c t i t s own f e e i n d e p e n d e n t 

of t h e c a b l e p r o v i d e r . 

MR. HAYES: R i g h t . 

ACTING CHAIRMAN LaGROTTA: Do you know of 

a n y o t h e r s p o r t s p r o g r a m m i n g n e t w o r k s o r 

e n t e r t a i n m e n t p r o g r a m m i n g n e t w o r k t h a t d o e s t h a t ? 

MR. HAYES: No, I d o n ' t know o f a n y . I 

d o n ' t know o f a l l — you k n o w , a l o t o f t hem 

c h a r g e . I d o n ' t know i f a n y o f t h e m do i t i n h o u s e 
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o r i f t h e y a l l do i t t h r o u g h t h e c a b l e o p e r a t o r s ; 

I ' m n o t s u r e . 

ACTING CHAIRMAN LaGROTTA: Who d e t e r m i n e s 

w h a t a c o m m e r c i a l e s t a b l i s h m e n t i s f o r HTS? 

MR. HAYES: We j u s t - - I g u e s s t h e y may 

h a v e g u i d e l i n e s s e t u p o r w h a t e v e r . I d e a l 

s t r i c t l y w i t h r e s t a u r a n t s , t a v e r n s . 

T h e r e ' s some g r a y a r e a s now a n d t h e n t h a t 

we may w o r k o u t a s s p e c i a l i n s t a n c e s , g i v e t hem 

maybe h a l f r a t e c a r d or s o m e t h i n g l i k e t h a t i f i t ' s 

n o t p a r t of t h e i r b u s i n e s s o r w h a t e v e r , i f i t ' s - -

ACTING CHAIRMAN LaGROTTA: Who m a k e s t h e 

l e g a l d e t e r m i n a t i o n ? 

MR. HAYES: I f i t ' s l i k e a s p o r t i n g g o o d s 

s t o r e o r s o m e t h i n g t h a t w a n t s s e r v i c e a n d , y o u 

know, p e o p l e a r e n ' t g o i n g t o s i t a r o u n d t h e r e a n d 

buy a p a i r o f p a n t s e v e r y h a l f h o u r t o w a t c h t h e 

game , so we j u s t k i n d o f g i v e t h e m a h a l f r a t e 

c a r d . 

ACTING CHAIRMAN LaGROTTA: How a b o u t a - -

l e t ' s s a y on a n i c e c r e a m s t a n d o r D a i r y Queen t h a t 

h a s a t e l e v i s i o n i n i t s e a t i n g a r e a . 

MR. HAYES: I t d e p e n d s on how - - i t 

d e p e n d s . I mean I h a v e n e v e r g o n e t o a D a i r y Queen 

and saw - -
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ACTING CHAIRMAN LaGROTTA: I mean in your 

opinion as a participant in this industry for a 

number of years, and I suspect I should have asked 

representatives of KBL this, too, what I'm hearing 

is that this is an alcohol intensive business that 

if you serve alcohol then you benefit from sports 

programming. 
i 

In other words, if I -- ! 

MR. HAYES: No. 

I mean I have go t e s t a b l i s h m e n t s t h a t 

d o n ' t s e r v e a l c o h o l . I mean t h e r e a r e u n d e r a g e 

c l u b s and t h e l i k e t h a t d o n ' t s e r v e a l c o h o l i c 

b e v e r a g e s b u t do d i s p l a y t h e p rog ramming . I t ' s no t 

t i e d hand i n hand t o t h e a l c o h o l . 

But I mean b a r s and t a v e r n s and 

r e s t a u r a n t s , t h e y s e r v e a l c o h o l t o make money, you 

know, and t h e y a l s o d i s p l a y TV t o b r i n g i n p e o p l e , 

t oo , so - -

ACTING CHAIRMAN LaGROTTA: What I 'm 

s u g g e s t i n g t o you , t h o u g h , and I ' m n o t s u r e I 'm - -

bu t u n d e r s t a n d my q u e s t i o n . 

J o e ' s Bar s e r v e s a l c o h o l and h a m b u r g e r s 

and he p a y s your commerc i a l r a t e . 

J o e ' s F i s h House s e r v e s f i s h s a n d w i c h e s 

and Coca Cola and he d o e s n ' t . 
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Do you e x p e c t t h a t J o e ' s B a r m i g h t t a k e 

l e g a l a c t i o n a g a i n s t you f o r d i s c r i m i n a t i o n s i m p l y 

b e c a u s e h e s e r v e s b e e r w i t h h i s f i s h a n d J o e ' s F i s h 

S a n d w i c h e s a r e s e r v e d w i t h Coke? 

I mean do y o u s e e w h e r e I ' m l e a d i n g ? 

I s t a r t e d w i t h KBL a n d w h a t I ' m t r y i n g t o 

a s c e r t a i n h e r e i s who d e c i d e s who p a y s ? 

I t s e e m s t o me l i k e - - t h e way y o u ' r e 

d e s c r i b i n g y o u r s e r v i c e i s y o u r Company s a y s you 

p a y , you d o n ' t , y o u p a y , y o u d o n ' t . I t ' s k i n d of -

MR. HAYES: I t ' s n o t a r b i t r a r y l i k e t h a t , 

you k n o w . 

L i k e I m e n t i o n e d , i f i t *s a c l o t h i n g 

s t o r e , we w i l l c u t t h e m a b r e a k b e c a u s e t h a t ' s n o t 

a m a j o r p a r t o f t h e i r b u s i n e s s . They d o n ' t r e a l l y 

h a v e a s e a t i n g a r e a , you k n o w . 

By KBL t e r m s , t h e y h a v e no b a r s t o o l s . 

ACTING CHAIRMAN LaGROTTA: How a b o u t 

b a r b e r s h o p s a n d b e a u t y s a l o n s ? 

MR. HAYES: I r e a l l y d o n ' t h a v e a n y t h a t I 

h a v e d e a l t w i t h . 

T h e r e a r e a few b a r b e r s h o p s t h a t p l a y , 

b u t t h e b a r b e r s h o p w o u l d p a y a c o m m e r c i a l r a t e . 

We do h a v e a r a t e c a r d s e t up f o r 
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e s t a b l i s h m e n t s of t h a t t y p e . 

ACTING CHAIRMAN LaGROTTA: Okay . 

L e t me j u s t f o r t h e r e c o r d r e c o g n i z e t h e 

p r e s e n c e of my c o l l e a g u e F r a n k Dermody who 

r e p r e s e n t s A l l e g h e n y C o u n t y , p a r t o f A l l e g h e n y 

C o u n t y . H e ' s a member o f t h e J u d i c i a r y C o m m i t t e e . 

Question, David? 

MR. KRANTZ: No questions. 

ACTING CHAIRMAN LaGROTTA: Marty? 

MR. DURKIN: No. 

ACTING CHAIRMAN LaGROTTA: Okay. 

Thank you very much, Chris. 

i 
Next is Harry Patterson, Jr. 

Do you own a tavern in Allegheny County? 

MR. PATTERSON: No, I'm just a humble 

bartender, but I was one of the first --

ACTING CHAIRMAN LaGROTTA: Let me just ask 

you to kind of stick to the fifteen minute rule so 

that we can --

MR. PATTERSON: Absolutely. 

Okay, I'm not an owner but I was one of 

the first ones to start raising hell about this, so 

I sort of became a lightning rod with people 

getting in contact with me. 

We are a small but vocal group that began 
I 
i 

i 
! 
[ 
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wi th an ad hoc grouping of ten or f i f t e e n 

e s t a b l i s h m e n t s t h a t over t h e p a s t few weeks 

ba l looned up t o around 150 over e i g h t c o u n t i e s . 

I t h i n k you have the l i s t t h e r e in f r o n t 

of you. 

R e s t a u r a n t s , t a v e r n s , c l u b s , we a re not 

cash c o u n t s . I t ' s a c o n s t a n t s t r u g g l e to keep 

going . We o p e r a t e on a paper t h i n p r o f i t margin, a 

l o t of u s . The f a i l u r e r a t e i s very h i g h . 

We have heard a l o t of t a l k about penn ies 

a day. T h a t ' s d e c e p t i v e . 

Fac to r i t ou t on the o the r end, i t could 

go up to l i k e wel l over four f i g u r e s a yea r . 

Well , for u s , we'd have to t ake a couple 

of our b e s t days of the yea r , t ake our g ross s a l e s 

and j u s t s ign i t r i g h t over t o KBL. 

I t ' s a very t r o u b l i n g n o t i o n t h a t a 

company wi th o f f i c e s a t the Tr imont , f l y i n g people 

in on Lear J e t s would be shaking down t h e s e 

neighborhood r e s t a u r a n t s , c l u b s and t a v e r n s when 

they a re j u s t t r y i n g to get a l o n g . 

Now we have heard about 400 ba r s t h a t have 

s igned up . Well , out of t h o s e 400, how many have 

a c t u a l l y agreed t o pay $3 a s t o o l , $1 a s e a t ? And 

out of t h o s e 400, w h a t ' s t h e p e r c e n t a g e of t h o s e 
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40 0 t h a t t h e y h a v e c l a i m e d t h a t t h e y w o u l d h a v e h a d 

t o s u e t o g e t t h e m t o p a y ? 

My o r i g i n a l l i s t t h a t t h e y w e r e g o i n g by 

t h e 15 p e r c e n t h a d a b o u t 80 on t h e r e . T h a t ' s 

e x p a n d e d t o a b o u t 1 5 0 . 

Our b a s i c p o s i t i o n h a s b e e n s t a t e d . I t ' s 

n o t a p r e m i u m s e r v i c e ; i t ' s n o t HBO o r S h o w t i m e . i 
I 

I t ' s a v a i l a b l e i n h o m e s . You c o u l d j u s t a s e a s i l y 

make a c a s e t h a t t h e e x i s t e n c e o f KBL h u r t s 

r e s t a u r a n t s , t a v e r n s and c l u b s w h i c h p e o p l e c a n g e t 

a t home , buy a c a s e o f b e e r , go t o y o u r b u d d y ' s 

h o u s e . Why come down t o t h e b a r and p a y $2 a b e e r ? 

We a l r e a d y p a y f o r KBL a s a n o n - r e s i d e n t 

r a t e f o r t h e b a s i c p a c k a g e , o r some of us h a v e a 

s a t e l l i t e d i s h and f o r t h a t , you p a y f o r a 

s a t e l l i t e p a c k a g e and KBL i s p a r t o f t h a t . But you 

i 
get a l o t of o t h e r s e r v i c e s , t o o . 

KBL says they have t h e r i g h t t o do t h i s . 

Well , they may have the r i g h t to charge 

$100 a s e a t , fo r a l l I know. We have the r i g h t to 

charge $9 fo r a cup of chicken noodle soup, but 

t h a t d o e s n ' t mean we a re going t o do i t . 

Having t h e r i g h t t o do something does not 

make i t r i g h t . 
Now who says KBL i n c r e a s e s b u s i n e s s ? Has 
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any m o n i t o r i n g been done? W h e r e ' s t h e f i g u r e s on 

t h i s ? 

Go o v e r t o t h e S p o r t s Garden on a Tuesday 

n i g h t when t h e r e ' s no P i r a t e game o n . Then go o v e r 

t h e f o l l o w i n g Tuesday when t h e r e i s a P i r a t e game 

on. Was i t dead t h e p r e v i o u s Tuesday and packed 

t h a t n i g h t ? I d o n ' t t h i n k s o . 

Now i t ' s a c o m m e r c i a l s t a t i o n b u t t h e y 

want i t b o t h w a y s . They want to c h a r g e t h e 

a d v e r t i s e r s f o r t h e c o m m e r c i a l s and t h e n t h e y want 

to c h a r g e u s t o show t h e s e c o m m e r c i a l s to our 

p a t r o n s . T h i s i s g r e a t a d v e r t i s i n g . T h i s i s g r e a t 

p o i n t of s a l e a d v e r t i s i n g , e s p e c i a l l y f o r t h e b e e r 

c o m p a n i e s . 

Why do you t h i n k b e e r c o m p a n i e s a d v e r t i s e 

so much d u r i n g s p o r t i n g e v e n t s ? W e l l , t h e y know 

i t ' s g o i n g t o be on i n r e s t a u r a n t s , t a v e r n s and 

c l u b s a l l o v e r t h e p l a c e . 

Why do you t h i n k b e e r c o m m e r c i a l s a r e so 

v i s u a l ? They know i t ' s go ing t o be on w i t h t h e 

sound and mus i c u p . P e o p l e a r e g o i n g t o s e e i t . 

I t ' s g r e a t p o i n t of s a l e a d v e r t i s i n g f o r t h e s e 

c o m p a n i e s , and we have had l o n g and happy 

r e l a t i o n s h i p s w i t h a l o t of t hem. 

There have been no b i g g e r s u p p o r t e r s of 
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the P i r a t e s and t h e Penguins than t h e r e s t a u r a n t s , ] 

t a v e r n s and c lubs around t h e a r e a . A l o t of us a re 

season t i c k e t h o l d e r s , e s p e c i a l l y in t h e case of 

the P i r a t e s , and a l o t of us f r e q u e n t l y t ake l a r g e 

groups t o t h e games. We a r e with you. We love the j 

Penguins and t h e P i r a t e s . 
I 

KBL, t h e y ' r e going t o have a s p r i n k l i n g of I 
I 

r e g u l a r season games, no th ing t h a t I would c a l l 

event programming t h a t you could put a s ign up and 

bring people in. 

Playof f s could be c o n s i d e r e d an event 

programming t h i n g , bu t t h e r e ' s no g u a r a n t e e they j 

a re going t o make the p l a y o f f s . 

I d o n ' t t h i n k the P i r a t e s a re going to be 

in the p l a y o f f s t h i s year and if they a r e , t h a t ' s 

c o n t r o l l e d by Major League B a s e b a l l . ; 

If the Penguins make the p l a y o f f s , w e l l , 
I 

t h a t ' s a l l u n c l e a r . i 
l 

I unde r s t and t h a t ABC and ESPN w i l l have 

some of the games, and i f they do make the p l a y o f f s 

i t could be over a f t e r four games. 

Over t h a t , what do we ge t? Ping pong, 

b i l l i a r d s , t a l k shows d u r i n g c o c k t a i l hour . 

This i s one t ime when you r e a l l y want t o 

have a drawing card t o f i l l t h e s e a t s , and w h a t ' s 
i 
I 
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o n , c a r t o o n s ; n o t e v e n good o n e s . C a s p e r t h e 

F r i e n d l y G h o s t . 

We a r e h o l d i n g o u t f o r R o c k y a n d 

B u l l w i n k l e h e r e , o k a y . 

T h i s a l l b e g s t h e q u e s t i o n , w e l l , h e y , 

H a r r y , i f KBL i s n ' t t h a t b i g o f a d e a l a n d d o e s n ' t 

b r i n g t h a t much b u s i n e s s i n , t h e n why a r e you 

r a i s i n g s u c h a f u s s ? 

V e r y s i m p l e . We o b j e c t on p r i n c i p l e a n d 

we l o o k a t i t a s a d a n g e r o u s p r e c e d e n t . I mean 

w h a t w o u l d b e n e x t , Monday N i g h t F o o t b a l l , ESPN, 

l o c a l TV? 

The b i g g e s t d r a w i n g c a r d s i n c e I h a v e b e e n 

a t t h e R i v e r C i t y I n n f o r a l m o s t n i n e y e a r s was t h e 

C h e e r s f i n a l e . We j u s t t a l k e d i t up f o r w e e k s . 

P e o p l e came i n w i t h t h e i r l i t t l e b u f f e t o u t . I t 

was g r e a t . We p a c k e d t h e m i n . 

I s NBC g o i n g t o w a n t $3 a s e a t f rom u s ? 

No, t h e y ' r e a d v e r t i s i n g d o l l a r i s more p o w e r f u l 

b e c a u s e t h e y knew p e o p l e w e r e w a t c h i n g i t i n b a r s . 

Now i f t h i s i s d o n e s p o r a d i c a l l y i n o t h e r 

a r e a s , w e l l , i t d o e s n ' t mean t h a t i t s h o u l d b e d o n e 

h e r e . T h a t means i t s h o u l d n ' t b e d o n e h e r e . 

The s m a l l e r a n d medium p l a c e s c e r t a i n l y 

w i l l b e h u r t t h e m o s t . And I ' l l t a k e a l i t t l e 
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n e i g h b o r h o o d j o i n t on E a s t O h i o S t r e e t t h a t I know 

c o u l d n ' t a f f o r d s o m e t h i n g l i k e t h i s , o r t h e p e o p l e 

may j u s t jump on 279 and s h o o t o u t t o some s p o r t s 

b a r o u t i n t h e N o r t h H i l l s . 

I t ' s t h e t i n y l i t t l e p l a c e s t h a t a r e g o i n g 

t o g e t h u r t and t h e s e n e i g h b o r h o o d c l u b s , t a v e r n s 

and r e s t a u r a n t s a r e a b i g p a r t o f t h e f a b r i c of 

W e s t e r n P e n n s y l v a n i a . I f s o m e w h e r e down t h e r o a d 

you s e e a f ew o f t h e s e p l a c e s b o a r d e d u p i f t h i s 

t h i n g g o e s t h r o u g h , t h e n KBL w i l l h a v e t o l i v e w i t h 

t h e f a c t t h a t t h e y m i g h t h a v e c o n t r i b u t e d t o a few 

of t h e s e p l a c e s c l o s i n g down. 

And on t h a t n a s t y n o t e , I w i l l c l o s e i t 

o u t . 

ACTING CHAIRMAN LaGROTTA: F i r s t of a l l , 

H a r r y , y o u o f f e n d e d C a s p e r t h e F r i e n d l y G h o s t . 

MR. PATTERSON: I j u s t d i d n ' t l i k e h i s 

n a s t y b u d d y , S p o o k y . 

ACTING CHAIRMAN LaGROTTA: W h a t ' s t h a t ? 

What d i d t h e y c a l l t h a t , t h e g h o s t l y t r i o ? 

MR. PATTERSON: Y e a h . 

The J e t s o n s , H e a t h c l i f f e , maybe a l i t t l e 

Bugs Bunny w o u l d b e n i c e . 

ACTING CHAIRMAN LaGROTTA: Q u e s t i o n s , 

D a v i d ? 
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MR. KRANTZ: No. 

ACTING CHAIRMAN LaGROTTA: Marty? 

MR. DURKIN: No. 

ACTING CHAIRMAN LaGROTTA: F rank? 

REPRESENTATIVE DERMODY: No. 

ACTING CHAIRMAN LaGROTTA: I have a 

q u e s t i o n . I ' v e g o t a q u e s t i o n , H a r r y , and I have 

no r e a s o n t o d o u b t t h a t y o u ' r e a c c u r a t e ; i f y o u ' r e 

a c c u r a t e abou t t h e l a c k of any e f f e c t on t h e 

b u s i n e s s i n v o l v i n g - -

F i r s t of a l l , how l o n g have you been 

i n v o l v e d in t h e t a v e r n b u s i n e s s ? 

MR. PATTERSON: S i n c e t h e Wednesday a f t e r 

t h e ' 7 5 Supe r Bowl, w h a t e v e r t h a t d a t e was . 

ACTING CHAIRMAN LaGROTTA: So we can 

c o n s i d e r you someone who h a s s e e n t h e t r e n d i n t h e 

l a s t t w e n t y y e a r s - - e i g h t e e n y e a r s ? 

MR. PATTERSON: Yeah. 

ACTING CHAIRMAN LaGROTTA: If you d o n ' t 

b e l i e v e t h a t KBL has any i m p a c t on t h e occupancy of 

b a r s , l e t a l o n e t h e p u r c h a s i n g , t h e r e v e n u e i n 

b a r s , bu t even t h e o c c u p a n c y , what would your 

f o r e c a s t be fo r t h i s k i n d of p r o p o s a l i n t e r m s of 

what i t s e f f e c t would be? 

Would t a v e r n owner s c h o o s e no t t o 
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s u b s c r i b e ? Would t h e y r e j e c t ? 

MR. PATTERSON: I t h i n k a l o t of t hem 

w o u l d c h o o s e n o t t o s u b s c r i b e . 

I ' m n o t s a y i n g i t h a s z e r o e f f e c t ; i t h a s 

s o m e . I t ' s j u s t p a r t o f t h e m i x . You h a v e t h e TV 

on w i t h no s o u n d and w h a t e v e r game h a p p e n s t o b e 

o n . You h a v e some m u s i c p l a y i n g , y o u h a v e t h e 

I 
newspaper b e h i n d t h e b a r f o r you r p e o p l e . 

I t ' s j u s t one of t h e many t h i n g s t h a t you 

have t o make e v e r y b o d y c o m f o r t a b l e and f e e l 

welcome. I t ' s p a r t of t h e mix . 

ACTING CHAIRMAN LaGROTTA: But a r e you 

c o m f o r t a b l e w i t h Mr. C r a i g and Mr. B r u g n o n e ' s 

t e s t i m o n y t h a t t a v e r n owner s who c h o o s e n o t t o pay 

t h e a d d i t i o n a l f ee have t h a t c h o i c e ; t h e y can 

f i l t e r o u t , t h e y w o n ' t be - -

When t h i s i n f o r m a t i o n o r i g i n a l l y h i t t h e 

med ia , we were under t h e i m p r e s s i o n t h a t i t was 

go ing t o be t h e r e and you were g o i n g t o have to pay 

b e c a u s e t h e r e was no t e c h n o l o g y t o do t h e a c t u a l 

r e m o v a l . 

Now I u n d e r s t a n d and b o t h g e n t l e m e n have 

t e s t i f i e d t o t h e f a c t , t h a t a t a v e r n w h e t h e r i t be 

t h e t a v e r n whe re you work o r any t a v e r n o r 

r e s t a u r a n t i n P i t t s b u r g h o r any a r e a , has t h e 
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o p p o r t u n i t y t o s a y I d o n ' t w a n t t h i s s e r v i c e and 

t h e y w o n ' t b e l e v i e d a n y f e e . 

I s t h a t - - a r e you c o m f o r t a b l e w i t h t h a t ? 

MR. PATTERSON: W e l l , I s t i l l o b j e c t on 

p r i n c i p l e w i t h t h e f a c t t h a t e v e r y b o d y g e t s i t a t 

home a s p a r t o f a b a s i c c a b l e p a c k a g e and t h e n t h e y 

w a n t t o c h a r g e us e x t r a . 

I t ' s n o t a d r a w i n g c a r d . I f i t was a p a y 

p e r v i e w t h i n g - - t h e y h a v e g o t a n i c e p a y p e r v i e w 

p a c k a g e ; I l i k e t h a t . I t h i n k t h e y s h o u l d p r o m o t e 

t h a t i n s t e a d o f t r y i n g t o d o s o m e t h i n g l i k e t h i s . 

I f we had s o m e t h i n g t h a t n o t o n l y we h a d 

t o p a y e x t r a f o r b u t t h e f o l k s a t home h a d t o , 

g r e a t , t h a t ' s a d r a w i n g c a r d . We c o u l d s a y , h e y , 

we h a v e g o t P e n n V i s i o n , why d o n ' t you s t o p down on 

T u e s d a y n i g h t , t h e P e n s and t h e O i l e r s a r e on 

T u e s d a y n i g h t . 

But t h e f a c t t h a t e v e r y b o d y h a s i t a t 

home , t h a t ' s w h a t r e a l l y h u r t s b e c a u s e p e o p l e c a n 

s t a y home a n y w a y . I t ' s p r o b a b l y b e t t e r f o r t h e m , 

e s p e c i a l l y i n t o u g h e c o n o m i c t i m e s t o buy a c a s e of 

b e e r and go t o a f r i e n d ' s h o u s e . 

T h i s i s j u s t o n e more t h i n g t h a t c o u l d 

r e a l l y h u r t u s , a n d t h e r e ' s a l o t o f t h i n g s . 

You k n o w , i t ' s n o t p e n n i e s a d a y , i t ' s 
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a n o t h e r b i g f a t mon th ly b i l l i s what i t i s . 

ACTING CHAIRMAN LaGROTTA: For t h e r e c o r d , 

I t h i n k i t ' s i m p o r t a n t t o p o i n t ou t t h a t KBL does 

no t own Penn V i s i o n . T h a t ' s a p r o d u c t i o n of t h e 

P i t t s b u r g h P e n g u i n s . I t ' s s e p a r a t e . They a r e 

h i r e d by t h e P e n g u i n s t o do p r o d u c t i o n . I t ' s n o t 

t h e i r p a c k a g e . 

I j u s t t h i n k i t ' s i m p o r t a n t t o p o i n t t h a t 

o u t . 

MR. PATTERSON: Okay. 

ACTING CHAIRMAN LaGROTTA: Any o t h e r 

q u e s t i o n s ? 

(No r e s p o n s e . ) 

ACTING CHAIRMAN LaGROTTA: Thank you v e r y 

much, H a r r y . 

Next we were t o have Mr. G u r g i o l o from t h e 

S a t e l l i t e S p o r t s Ne twork . He i s no t h e r e . I t i s 

my u n d e r s t a n d i n g t h a t Mr. Chmura from t h e P e n g u i n s 

was t o be h e r e . I d o n ' t s e e him h e r e , e i t h e r . 

C o n s e q u e n t l y , we w i l l p r o c e e d w i t h Mary 

M a r g a r e t F i s h e r from t h e P e n n s y l v a n i a R e s t a u r a n t 

A s s o c i a t i o n . 

Go a h e a d . 

MRS. FISHER: "My name i s Mary M a r g a r e t 

F i s h e r , E x e c u t i v e D i r e c t o r of t h e W e s t e r n 
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Chapter of the Pennsylvania Restaurant 

Association. 

The Western Chapter offers testimony on 

behalf of over 400 members operating businesses 

throughout Allegheny, Beaver, Butler, Green, 

Lawrence, Washington and Westmoreland Counties 

in Western Pennsylvania. 

We believe that it is important that this 

Committee recognize the impact that our food 

service industry has on our economy and on the 

communities within our state. 

I would like to share with you a few facts 

about our food service industry. 

Food service is an integral part of our 

ec o no m y. 

Our food s e r v i c e i n d u s t r y w i l l ach ieve 

a r e a l ga in in s a l e s of 1.7 p e r c e n t in 1993. 

Our n a t i o n a l food s e r v i c e i n d u s t r y 

s a l e s account for 4.3 p e r c e n t of the U.S. gross 

n a t i o n a l p r o d u c t . 

Na t iona l food s e r v i c e s a l e s a r e 

p r o j e c t e d t o be $267 b i l l i o n in 1993. In 

P e n n s y l v a n i a , our s a l e s a re p r o j e c t e d to be 

$7.9 b i l l i o n , a 3.7 p e r c e n t i n c r e a s e . 

Our i n d u s t r y ' s aggrega te s a l e s a r e 
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s i g n i f i c a n t ; h o w e v e r , a p p r o x i m a t e l y t h r e e out 

of f o u r e a t i n g and d r i n k i n g e s t a b l i s h m e n t s a r e 
i 

small b u s i n e s s e s with annual g r o s s s a l e s of 

l e s s than $5 0 0 , 0 0 0 . 0 0 . 

The KBL Network i s a t t e m p t i n g to levy a $3 

per ba r s t o o l and $1 per d i n i n g s e a t wi th a j 

view of the t e l e v i s i o n fee to r e s t a u r a n t and 

o t h e r e s t a b l i s h m e n t s in a d d i t i o n to t h e i r 

monthly c a b l e b i l l . KBL i s no t a premium 

s e r v i c e such as HBO and Cinemax and u n t i l now, j 

has been inc luded in the p r i c e of t h e b a s i c • 

cab le package. 

KBL has s t a t e d t h a t s i n c e 1984 t h e FCC has 

given them the r i g h t to charge a commercial j 

r a t e for t h e i r programming. But u n t i l KBL 

n e g o t i a t e d the c o n t r a c t in excess of $20 

m i l l i o n d o l l a r s over the next four y e a r s with 
i 

the P i t t s b u r g h Pengu ins , they had not e x e r c i s e d 
i 

t h e i r r i g h t . 

David Brugnone, KBL's D i r e c t o r of Sa l e s 

and Marke t ing , s t a t e d t h a t they had to develop 

a d d i t i o n a l revenue t o cover t h e s e c o s t s . 

The Pennsy lvan ia R e s t a u r a n t A s s o c i a t i o n 

f e e l s t h a t the method KBL has de r ived for 

g e n e r a t i n g t h e s e a d d i t i o n a l funds i s u n f a i r . 
i 

I 
! 
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KBL h a s s e l e c t i v e l y t a r g e t e d r e s t a u r a n t s and 

t a v e r n s w h i l e e x c l u d i n g p r i v a t e c l u b s , such a s 

t h e Amer ican L e g i o n , VFW and C o u n t r y C l u b s . 

KBL a l l e g e s t h a t r e s t a u r a n t s and o t h e r 

e s t a b l i s h m e n t s u s e t h e c h a n n e l ' s p rog ramming , 

e s p e c i a l l y t h e l o c a l P i r a t e s and P e n g u i n games, 

to a t t r a c t c u s t o m e r s . 

The R e s t a u r a n t A s s o c i a t i o n would l i k e t o 

know when, how, and v iew t h e r e s u l t s of t h e 

s u r v e y KBL c o n d u c t e d t o d e t e r m i n e t h a t t h e i r 

p rogramming s p e c i f i c a l l y a t t r a c t e d c u s t o m e r s t o 

t h e r e s t a u r a n t s . 

The KBL Network r e c e n t l y r e l e a s e d t h e i r 

1993-1994 P e n g u i n programming s c h e d u l e . I t 

i n c l u d e s 62 r e g u l a r s e a s o n games w i t h an 

a d d i t i o n a l 26 a v a i l a b l e on Perm V i s i o n , a pay 

p e r v iew c h a n n e l . Twenty of t h e r e g u l a r s e a s o n 

games w i l l a l s o be b r o a d c a s t on KDKA, a n o n -

c a b l e s t a t i o n . T h e r e i s a p o s s i b i l i t y t h a t 

some of t h e s e t w e n t y games w i l l be t h e same 

t h a t KBL i s o f f e r i n g . 

What o t h e r p rogramming w i l l KBL p r o v i d e 

f o r t h i s f e e ? 

As s t a t e d p r e v i o u s l y , most food s e r v i c e 

e s t a b l i s h m e n t s have a n n u a l s a l e s of under 
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$ 5 0 0 , 0 0 0 . 0 0 . 

We a p p r e c i a t e t h e g e s t u r e on b e h a l f of KBL 

t o c h a r g e t h e s m a l l e r e s t a b l i s h m e n t s , t h o s e 

t h a t have fewer t h a n e i g h t s e a t s , a mon th ly f e e 

of $ 2 5 . 0 0 o r $300 .00 p e r y e a r . U n f o r t u n a t e l y , 
I 

one of t h e r equ i r emen t s s e t f o r t h by t h e 

Pennsy lvan ia Liquor Cont ro l Board i s a 3 0 - s e a t 
! 

minimum t o q u a l i f y fo r a l i c e n s e . This 

g e s t u r e , t h e r e f o r e , would b e n e f i t no t even t h e 

s m a l l e s t r e s t a u r a n t . 

The food s e r v i c e i n d u s t r y has had i t s 
1 

c o s t s r a i s e d s i g n i f i c a n t l y in r e c e n t y e a r s by 

Minimum Wage i n c r e a s e s , employer FICA t a x e s on 

t i p s , and t h e r e c e n t 38 p e r c e n t i n c r e a s e in 

Workers Compensation c o s t s . 

The r e d u c t i o n in Bus iness Meal Deduct ion 

from 100 to 80 p e r c e n t has had a n e g a t i v e 

impac t . Now t h a t the deduc t i on w i l l be lowered 

to 50 p e r c e n t , a s i g n i f i c a n t r e d u c t i o n in s a l e s 

and an e s t i m a t e d job l o s s of 6,737 jobs in 

Pennsy lvan ia w i l l be ano the r burden on the food 

s e r v i c e i n d u s t r y . 

The new Energy Tax w i l l i n c r e a s e overhead 

c o s t s . I f income tax r a t e s a r e i n c r e a s e d , 

t h e r e w i l l be l e s s d i s p o s a b l e income fo r 

s 
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c o n s u m e r s , and d i n i n g o u t w i l l be c u r t a i l e d . 

P o s s i b l e i n c r e a s e s i n A l c o h o l E x c i s e Tax 

and p o t e n t i a l p a y r o l l t a x e s f o r h e a l t h c a r e 

c o s t s a n d / o r w o r k e r t r a i n i n g p r o g r a m s w i l l 

f u r t h e r h u r t t h e bo t tom l i n e of b u s i n e s s e s who 

a r e j u s t now b e g i n n i n g t o r e c o v e r from t h e 

r e c e s s i o n . 

R e s t a u r a n t s and o t h e r e s t a b l i s h m e n t s a r e 

c u r r e n t l y p a y i n g ASCAP (American S o c i e t y of 

Compose r s , A u t h o r s and P u b l i s h e r s ) f e e s on t h e 

a v e r a g e of $341 .00 p e r y e a r . T h i s f e e c o v e r s 

t h e r o y a l t i e s owed t o t h e a r t i s t s f o r t h e music 

p l a y e d on t e l e v i s i o n c o m m e r c i a l s . 

KBL i s p r o p o s i n g t h a t we now pay a g a i n t o 

show t h e s e a d v e r t i s e m e n t s d u r i n g t h e games . 

As I m e n t i o n e d p r e v i o u s l y , more t h a n t h r e e 

ou t of f o u r of our e s t a b l i s h m e n t s a r e s m a l l , 

i n d e p e n d e n t l y - o p e r a t e d b u s i n e s s e s w i t h a n n u a l 

s a l e s unde r $ 5 0 0 , 0 0 0 . 0 0 p e r y e a r . They must 

d e a l w i t h low p r o f i t m a r g i n s , 3 t o 5 p e r c e n t , a 

h i g h f a i l u r e r a t e s . 

The p r o p o s e d KBL fee i s a n o t h e r d i p i n t o 

t h e d i m i n i s h i n g p r o f i t m a r g i n s of t h e 

r e s t a u r a n t and o t h e r e s t a b l i s h m e n t s . 

As an e x a m p l e , t h e f e e , i f e n a c t e d , w i l l 
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c o s t a t y p i c a l r e s t a u r a n t such as t h e Cheese j 

i 

C e l l a r in S t a t i o n Square , $115.00 per month or ] 
i 

$1,380.00 a y e a r . . j 
! 

With a l l of the c o s t s o u t l i n e d above , the l 

Western Chapter of t h e Pennsy lvan ia R e s t a u r a n t 

A s s o c i a t i o n p r e d i c t s t h a t members w i l l 

e l i m i n a t e KBL from t h e i r programming, thus 

c r e a t i n g a s m a l l e r aud ience for a d v e r t i s e r s . j 

We want t o make i t c l e a r t h a t our p o s i t i o n 

in no way w i l l j e o p a r d i z e the f i n e ' 
I 

r e l a t i o n s h i p s a l r e a d y e s t a b l i s h e d wi th KBL J 
I 

a d v e r t i s e r s . 

The A s s o c i a t i o n and i t s members s t r o n g l y 

oppose t h i s fee and suppor t R e p r e s e n t a t i v e 

Frank LaGrotta in House B i l l 1960. 

I would l i k e t o thank you on behal f of the 

Western Chapter of t h e Pennsy lvan ia R e s t a u r a n t 

A s s o c i a t i o n and i t s members fo r the o p p o r t u n i t y 

to p r e s e n t t h i s t e s t imony on the KBL Network 

fee . 

In a d d i t i o n , t h i s o r g a n i z a t i o n s t a n d s 

ready to work wi th t h e Senate and House of 

Pennsy lvan ia in an e f f o r t t o f o s t e r economic 

development and p rov ide c a r e e r o p p o r t u n i t i e s 

and jobs for a l l Pennsy lvan ia c i t i z e n s . 

I 
t 
i 
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Thank y o u . 

ACTING CHAIRMAN LaGROTTA: D a v i d ? 

MR. KRANTZ: N o . 

ACTING CHAIRMAN LaGROTTA: Marty? 

MR. DURKIN: No. 

ACTING CHAIRMAN LaGROTTA: F rank? 

REPRESENTATIVE DERMODY: J u s t a c o u p l e 

qu e s t i on s . 

You s a y you have 400 members i n t h e 

A s s o c i a t i o n ? 

MS. FISHER: Y e s . 

REPRESENTATIVE DERMODY: Have you done any 

t a l k i n g w i t h them or d i s c u s s e d w i t h them o r have 

any i d e a how many of them would be r e f u s i n g t h i s 

s e r v i c e , i f t h i s f ee i s imposed? 

MS. FISHER: I ' m g o i n g t o say a t t h i s 

p o i n t j u s t f o r t h e s u r v e y t h a t I have d o n e , and I 

have n o t s u r v e y e d a l l of t h e members , p r o b a b l y 

abou t 20 p e r c e n t . 

REPRESENTATIVE DERMODY: And you h a v e n ' t 

t a l k e d t o a l l of them? 

MS. FISHER: No, I have n o t . 

REPRESENTATIVE DERMODY: Most of t h e ones 

I t a l k e d t o s a i d no . 

T h a n k s . 
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ACTING CHAIRMAN LaGROTTA: Ms. F i s h e r , you 

on page 2 of your t e s t i m o n y t a l k abou t s o m e t h i n g 

t h a t we have r a i s e d s e v e r a l t i m e s h e r e . That i s 

who d e t e r m i n e s w h a t ' s c o m m e r c i a l ; who d e t e r m i n e s 

w h a t ' s n o t c o m m e r c i a l . J 

You s a y i n your t e s t i m o n y t h a t KBL has j 

s e l e c t e d r e s t a u r a n t s and t a v e r n s and e x c l u d e d 

p r i v a t e c l u b s such a s t h e Amer ican L e g i o n , e t 

c e t e r a , e t c e t e r a . 

Being v e r y c a r e f u l how I p h r a s e t h i s so I 

d o n ' t have a t h o u s a n d Amer ican L e g i o n and C o u n t r y 

Club p e o p l e a t my door tomorrow morn ing w i t h p i c k e t 

s i g n s and b a s e b a l l b a t s , l e t me ask you i f you s e e 

t h i s a s a p o t e n t i a l t a r g e t of l i t i g a t i o n . 

In o t h e r w o r d s , would you - - o b v i o u s l y 

l e g a l c o u n s e l has d e m o n s t r a t e d , has documented t h a t 
i 

t h e C a b l e Act of ' 92 a l l o w s t h e l e v y i n g of | 

commerc i a l f e e s . I 

Do you s e e p o t e n t i a l l i t i g a t i o n s temming 

from t h e d e t e r m i n a t i o n of w h a t ' s c o m m e r c i a l and I 

w h a t ' s r e s i d e n t i a l ? 

O b v i o u s l y , you c a n ' t c l a r i f y an American 

Leg ion o r VFW a s a r e s i d e n c e ; do you s e e t h a t a s 

p o t e n t i a l l y s o m e t h i n g t h a t some of your members may 

want t o - -
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MS. FISHER: Yes , I d o . 

ACTING CHAIRMAN LaGROTTA: Al so on t h e 

same page you t a l k , you ask a q u e s t i o n abou t - - or 

make a s t a t e m e n t t h a t t h e r e ' s a p o s s i b i l i t y t h a t 

some of t h e t w e n t y games t h a t KBL - - a t e l e v i s i o n 

w i l l be b r o a d c a s t i n g w i l l be t h e same t h a t KBL 

o f f e r s . 

I d e f e r t o t h e g e n t l e m a n from KBL. 

Am I r i g h t i n a s s u m i n g t h a t what you s e l l 

to KDKA w i l l n o t be on KBL? The games t h a t KDKA 

w i l l b r o a d c a s t w i l l no t s i m u l c a s t on KBL? 

MR. CRAIG: Y e s , t h e y w i l l be s i m u l c a s t . 

The P i r a t e games a r e no t s i m u l c a s t , bu t 

t h e P e n g u i n games a r e . 

ACTING CHAIRMAN LaGROTTA: I s e e . A l l 

r i g h t . 

There have been s e v e r a l p e o p l e , i n c l u d i n g 

my c o l l e a g u e R e p r e s e n t a t i v e R o b i n s o n , who had t o 

l e a v e . He r a i s e d t h e i s s u e of t h e 3 0 - s e a t minimum 

t h a t t h e LCB r e q u i r e s t o q u a l i f y f o r a l i c e n s e . 

C o r r e c t me i f I 'm wrong , and i n i t i a l l y 

d i r e c t i n g t h e q u e s t i o n t o someone from KBL, t h e $25 

f e e , t h e p e r s t o o l , p e r s e a t f ee i s ba sed on s e a t s 

w i t h i n v i ew of t h e t e l e v i s i o n , r i g h t ? 

MR. CRAIG: R i g h t . 
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ACTING CHAIRMAN LaGROTTA: So you c o u l d 

have 30 s e a t s w i t h i n a t a v e r n , have l e s s t h a n so 

many s e a t s i n v iew of t h e t e l e v i s i o n and s t i l l 

q u a l i f y f o r t h a t ? 

I mean i s t h a t what y o u ' r e t r y i n g t o 

e s t a b l i s h ? 

MR. BRUGNONE: T h a t ' s n o t a lways t h e c a s e . 

The b a r a r e a s a r e much s m a l l e r a r e a s t h a n 

t h e t o t a l o c c u p a n c y of t h e e s t a b l i s h m e n t . T h e r e 

can o n l y b e , s a y n i n e o r t e n s e a t s , t h a t a r e up a t 

t h e b a r t h a t c o u l d v iew t h e t e l e v i s i o n s e t . 

ACTING CHAIRMAN LaGROTTA: And t h e y would 

q u a l i f y f o r t h e f l a t p e r f e e - - p e r m o n t h l y - -

MR. BRUGNONE: ( I n d i c a t i n g a f f i r m a t i v e l y . ) 

ACTING CHAIRMAN LaGROTTA: Can you g i v e us 

any i n d i c a t i o n of how many e s t a b l i s h m e n t s you may 

have e n c o u n t e r e d t h a t meet t h i s c r i t e r i a ? 

MR. BRUGNONE: I c o u l d d e f e r t h a t t o F ran 

P o w e l l , who i s our s a l e s r e p r e s e n t a t i v e . 

MR. POWELL: I would have t o say t h a t 90 

p e r c e n t of t h e b a r s ou t t h e r e a r e t h e s m a l l e r b a r s , 

and i t ' s v e r y i n t r i c a t e where t h e y a r r a n g e t h e i r 

TVs a t . 

If i t ' s a t a b a r where somebody even c a r e s 

abou t t h e TV, i t ' s r i g h t i n t h e m i d d l e of t h e 

( 
1 

5 

I 
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c o r n e r . A l o t of them pu t i t in a c o r n e r t h a t ' s 

no t even a c c e s s i b l e . So w i t h t h e o t h e r r e g i o n a l 

n e t w o r k s t h a t have done t h i s , and i n one i n s t a n c e 

where t h e r e was an a t t e m p t to p l a c e - - p e o p l e 

p o s i t i o n t h e i r TV so t h a t i t i s no t a b l e t o be s e e n 

by a l o t of t h e b a r s t o o l s or by t h e r e s t a u r a n t . 

We have had i n s t a n c e s i n t h i s a r e a where 

t h e y have t h e o p t i o n t o show i t i n t h e b a r a r e a and 

no t i n t h e r e s t a u r a n t a r e a . 

In o t h e r w o r d s , i f t h e y d i d show i t in t h e 

r e s t a u r a n t a r e a , t h e i r b i l l may be $200 a month . 

On t h e o t h e r h a n d , i f t h e y show i t i n t h e 

b a r a r e a which p e o p l e - - i f y o u ' r e g o i n g t o wa tch a 

game, y o u ' r e g o i n g t o s i t and y o u ' r e g o i n g t o have 

a c o u p l e of d r i n k s and wa tch t h e game. T h a t ' s why 

t h e b a r a r e a c a n be s i t u a t e d d i f f e r e n t t h a n a 

r e s t a u r a n t a r e a . 

I mean i n t h e 400 e s t a b l i s h m e n t s t h a t we 

have u n d e r commerc i a l c o n t r a c t , t h e a v e r a g e i s $53 

a month and t h e r e ' s no one e x c e p t two b a r s t h a t pay 

o v e r $100 p e r month . 

ACTING CHAIRMAN LaGROTTA: Are t h e r e any-

m e e t i n g t h e $2 5 minimum? 

MR. POWELL: S u r e , s u r e . 

On t h e o t h e r h a n d , we a r e n o t 
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d i s c r i m i n a t i n g a g a i n s t t h e VFWs, e t c e t e r a . They 

would have t o p a y , t o o . 

I mean we a r e no t - - we d o n ' t have two 

l a w y e r s s i t t i n g h e r e t o g e t i n t o a l a w s u i t a b o u t 

d i s c r i m i n a t i o n , you know. I t r e a l l y - - t h e g i s t of 

t h e p rogram i s commerc i a l e s t a b l i s h m e n t s w i t h 

l i q u o r l i c e n s e s , okay? 

There a r e n o n - p r o f i t o r g a n i z a t i o n s t h a t we 

would have t o make a d e t e r m i n a t i o n a s f a r as maybe 

a r a t e s t r u c t u r e b u t , n o , we a r e no t d i s c r i m i n a t i n g 

be tween a p l a c e t h a t h a s a l i q u o r l i c e n s e and one 

t h a t does n o t . 

ACTING CHAIRMAN LaGROTTA: So Sons of 

I t a l y and P o l i s h - - you know, t h e y ' r e a l l r e c e i v i n g 

th e s a me th i rig ? 

MR. POWELL: Yes . 

I mean, r e a l l y , t h e y a r e c o n s i d e r e d 

n o n - p r o f i t , bu t t h e y have $ 3 0 0 , 0 0 0 , $400 ,000 in t h e 

bank t h a t t h e y have n o t h i n g t o do w i t h . 

I mean t h a t ' s n o n - p r o f i t , I g u e s s . 

My f a t h e r was an LCB a g e n t . I 'm v e r y 

f a m i l i a r w i t h t h e l i q u o r l aws and f a m i l i a r w i t h t h e 

b a r s i n t h i s a r e a , so - -

ACTING CHAIRMAN LaGROTTA: Ms. F i s h e r , I 

have you c o n t a c t e d - - and D e t r o i t h a s been r a i s e d 
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s e v e r a l t i m e s t h r o u g h o u t t o d a y ' s p r o c e e d i n g . 

Have you t a l k e d t o any of your c o l l e a g u e s 

or c o u n t e r p a r t s i n t h a t a r e a t o s e e — and I 

u n d e r s t a n d t h a t ' s t h e b a s i s , t h e $3 per s t o o l f e e 

i s what t h e y do i n t h e D e t r o i t M e t r o p o l i t a n A r e a . 

MR. POWELL: C o r r e c t , and t h e y have 3,600 

c o m m e r c i a l e s t a b l i s h m e n t s . 

ACTING CHAIRMAN LaGROTTA: Have you t a l k e d 

to them i n t e r m s of how you d e t e r m i n e what t h e 

impac t i s ? 

MS. FISHER: No, we have n o t , j u s t a c r o s s 

t h e S t a t e of P e n n s y l v a n i a . 

ACTING CHAIRMAN LaGROTTA: In your o p i n i o n 

as t h e - - you r t i t l e i s E x e c u t i v e D i r e c t o r of t h e 

R e s t a u r a n t A s s o c i a t i o n ? 

MS. FISHER: Yes . 

ACTING CHAIRMAN LaGROTTA: Do you s e e t h e 

p l a n t h a t - - you were h e r e when Mr. C r a i g and Mr. 

Brugnone t e s t i f i e d . 

Do you s e e t h e p l a n t h a t t h e y l a i d out in 

some way b e i n g c o u n t e r p r o d u c t i v e t o s m a l l 

b u s i n e s s e s ? 

MS. FISHER: Yes , I d o . 

ACTING CHAIRMAN LaGROTTA: Do you f e e l 

somewhat more c o m f o r t a b l e w i t h t h e f a c t t h a t you r 
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e s t a b l i s h m e n t s w i l l have a cho ice in t h e ma t t e r as 

to whether or not they wish t o pay the e x t r a fees 

and whether or not they wish t o s u b s c r i b e to the 

s e r v i c e ? 

MS. FISHER: It still against the basic 

premise that KBL is offering to residential 

customers and they can get it at home. 
f 

i 

I t s t i l l s h o u l d be o f f e r e d in t h e same j 

p a c k a g e t o c o m m e r c i a l c u s t o m e r s . I t goes a g a i n s t 

t h e b a s i c p r e m i s e . I f i t ' s n o t o f f e r e d t o t h e 5 

r e s i d e n t i a l c u s t o m e r as an o p t i o n , a s a l a c a r t e as 

t h e y have t e r m e d i t , t h e n i t s h o u l d no t be o f f e r e d ; 

i t has t o go t h e same way. 

Both r e s i d e n t i a l and commerc i a l c u s t o m e r s j 

have t o be o f f e r e d i t t h e same way. 

ACTING CHAIRMAN LaGROTTA: J u s t l e t me - -

o b v i o u s l y , I 'm no t d i s a g r e e i n g w i t h you a s t h e 

pr ime s p o n s o r of t h e l e g i s l a t i o n , b u t l e t me p l a y 

d e v i l ' s a d v o c a t e f o r a m i n u t e . 

If somebody i s w a t c h i n g a P e n g u i n game a t 

home w i t h - - you know, i n my c a s e w i t h my d a d , we 

c a n ' t l e a v e t h e h o u s e when t h e P e n g u i n s a r e on . 

P r o b a b l y nobody would l e t u s s i t in t h e i r b a r . 

And somebody i s u s i n g t h a t s e r v i c e a s KBL 

s a y s and some of t h e t a v e r n owner s have s a i d i t | 
! . ! * 
! 
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does i n some way s t i m u l a t e b u s i n e s s . 

You d o n ' t s e e a d i f f e r e n c e in commerc i a l 

v e r s u s r e s i d e n t i a l ? 

MS. FISHER: I d o n ' t s e e a s i g n i f i c a n t 

amount of d i f f e r e n c e t o j u s t i f y t h e c h a r g e , n o . 

ACTING CHAIRMAN LaGROTTA: Okay. 

Any o t h e r q u e s t i o n s , g e n t l e m e n ? 

(No r e s p o n s e . ) 

ACTING CHAIRMAN LaGROTTA: Okay, t hank you 

v e r y much. 

Dennis Tovey i s t h e n e x t p e r s o n t o 

t e s t i f y . 

We a r e a b o u t s e v e n m i n u t e s ahead of 

s c h e d u l e . At 1:15 o r 1 : 3 0 , we a r e s u p p o s e d t o h e a r 

from Mark D r i s c o l l . 

Mr. Tovey , p l e a s e i d e n t i f y y o u r s e l f f o r 

t h e S t e n o g r a p h e r . 

MR. TOVEY: My name i s Dennis Tovey, owner 

of T o v e ' s Tap Inn in Penn H i l l s . 

What I would l i k e t o do t o d a y i s b a s i c a l l y 

o u t l i n e so t h a t t h i s Pane l w i l l have an 

u n d e r s t a n d i n g of e x a c t l y what t h e economic i m p a c t 

to t h e i n d i v i d u a l t a v e r n owner o r , i n my c a s e - -

I 'm j u s t u s i n g myse l f a s an example b e c a u s e a s you 

w i l l s e e as we go a l o n g , t h i s w i l l p e r t a i n p r e t t y 
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much t o the i n d u s t r y as a whole. 

In order for t h i s Panel to have a working 

knowledge of t h e economic impact the d e c i s i o n w i l l 

have on t a v e r n owners a f f e c t e d by t h e outcome, I 

w i l l p r e s e n t t o you the numbers nece s sa ry in making 

an informed judgment. 

I n c l u d i n g in my t e s t imony w i l l be t h e ' 

accepted g u i d e l i n e s for c o n t r o l l i n g c o s t s and 

overhead in our i n d u s t r y , as we l l as p r o f i t and 

l o s s and the f e a s i b i l i t y of pay ing KBL the 

e x o r b i t a n t amount t h a t ' s r e q u e s t e d . 

S t a t i s t i c s g a t h e r e d from t h e United S t a t e s 

Census Bureau, as wel l as the PA Liquor Cont ro l 

Board, w i l l be d i s c u s s e d in o r d e r fo r the Panel to 

unde r s t and the t ave rn owner ' s customer base in 

Allegheny County. 

In c l o s i n g , I w i l l e x p r e s s my views on the 

C o n s t i t u t i o n a l i t y and p o s s i b l e v i o l a t i o n of our \ 

C i v i l R igh t s i f t h e Panel chooses t o r u l e in KBL's 

f avor . 

Now in o rde r t o do t h i s , I ' d l i k e you a l l 

to know my background. 

I have been in t h i s i n d u s t r y for twenty-

f i v e y e a r s . I have a degree in Foodmatic Se rv i ces 

as we l l as Ho te l /Mote l Management. 

s 
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I managed t h e Grand Concourse R e s t a u r a n t 

in town for t h r e e y e a r s . A l so , was General Manager 

for TGI F r i d a y s , H o u l i h a n ' s , Steak 'n Ale , and for 

the p a s t four y e a r s I have owned my own t a v e r n . 

The next page w i l l show you t h e p r o f i t 

cos t of s a l e s breakdown for t h e food and s e r v i c e 

i n d u s t r y . 

I p r e v i o u s l y s t a t e d the 2 t o 5 p e r c e n t . 

If we a re doing e v e r y t h i n g p o s s i b l e , i f we a r e 

doing e v e r y t h i n g r i g h t and being good managers , we 

can a t t h i s po in t wi thou t a l l the new tax laws and 

e v e r y t h i n g e l s e t h a t may come i n t o e f f e c t , 10 

p e r c e n t ne t p r o f i t , w e ' r e doing good. T h a t ' s about 

a l l we can ask f o r . T h a t ' s t h e top l i n e . 

Now, b r eak ing t h a t down 25 p e r c e n t , t h a t ' s 

25 cen t s out of our d o l l a r goes t o l i q u o r c o s t s . 

These a re e s t a b l i s h e d food i n d u s t r y p e r c e n t a g e s ; 

t h a t ' s what we a l l l i v e by. This i s our B i b l e . 

If we do t h e s e t h i n g s r i g h t , we w i l l ge t 

out 10 c e n t s on t h e d o l l a r . 

Food cos t i s 32 p e r c e n t . 

Labor cos t in o r d e r t o pay our managers , 

our s e r v e r s , p rov ide good s e r v i c e , cook good food, 

i s 18.5 c e n t s out of our d o l l a r s . 

Our r e n t , our mortgage and our u t i l i t i e s 
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s h o u l d be e s t a b l i s h e d when we i n i t i a l l y s e t up our 

b u s i n e s s p l a n s t o open t h e b u s i n e s s . I t s h o u l d be 

no more t h a n 7 . 5 p e r c e n t of o u r d o l l a r ; o t h e r w i s e , 

i t ' s no t g o i n g to work. 

And t h e n a n o t h e r 7 p e r c e n t to be used fo r 

a d v e r t i s i n g , you r i n s u r a n c e , your p r o f e s s i o n a l 

f e e s , your s u p p l i e s t o do b u s i n e s s , your r e p a i r s , 

your m a i n t e n a n c e and you l a u n d r y , which l e a v e s us j 

w i t h 10 c e n t s on t h e d o l l a r . 

And I have p r o v i d e d on t h e n e x t page my I 
j 

p e r s o n a l p r o f i t and l o s s s t a t e m e n t f o r t h e f i r s t i 

f o u r months of t h i s y e a r , which i s - - you can 

i n d i c a t e in t h e y e a r t o d a t e p e r c e n t a g e i n t h e l a s t 

co lumn. I t shows my food c o s t i s 3 1 . 7 . My l i q u o r 

c o s t i s 2 6 . 4 , and so on . 

At the bottom of that I have -- I need to 

tell you a little bit about my personal restaurant 

so you can understand what I'm looking at here with j 

KBL . 

I have n i n e b a r s e a t s and i n t h e b a r I j 
I 

have two l a r g e s c r e e n s and s i x s c r e e n s of 25 

i n c h e s , so t h a t e v e r y s e a t in t h e b a r you can s e e a 

TV, and t h a t ' s a t a l l h o u r s of t h e d a y . 

At $3 pe r s e a t , t h a t ' s $27 0 p e r month. 

I 'm an a v e r a g e s i z e guy . I have 100 
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d i n i n g s e a t s in t h e d i n i n g room, of which I a l s o 

have a TV in t h e r e because I suppor t t h e Penguins , 

the f o o t b a l l games and what have you very much, and 

Fr iday n i g h t a f t e r t h e game, the coaches and 

everybody comes i n . They want t o watch t h e news t o 

see t h e o t h e r s p o r t s and t h i n g s l i k e t h a t , so I 

have a TV in t h e r e , a l s o . 

And when the ' - - l i k e when the Penguins a re 

- - l i k e the Pens two years ago when they went a l l 

the way t o the S t an l ey Cup, we were having overf low 

from the bar and people were s i t t i n g t h e r e a l s o . 

That was a good week, bu t t h a t only 

happened once s i n c e I have been open in four y e a r s . 

Then t a k i n g t h i s f i g u r e of $370 per month, 

t h a t ' s what we a re going t o base e v e r y t h i n g on, 

okay? 

And t h i s p a r t i c u l a r one where my s t a t emen t 

t h a t y o u ' r e look ing a t , i t was t h e four months a t 

$370. I f I pa id KBL, i t would be $1 ,480 . 

You can see the bottom l i n e of our net 

p r o f i t f o r t h i s p e r i o d was $2 ,700 , so KBL got 53 

p e r c e n t of my p r o f i t . 

I c a n ' t do i t . 

If you s e e , t h a t ' s 1.6 ne t p r o f i t a t t h e 

bot tom. T h a t ' s because in the f i r s t s i x months we 
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pay o u r i n s u r a n c e , we pay our p r o f e s s i o n a l f e e s . 

I had a c o u p l e a i r - c o n d i t i o n e r s t h a t b r o k e 

down t h a t I had t o r e p l a c e , so t h i s w a s n ' t a r e a l 

good p r o f i t and l o s s s t a t e m e n t f o r me. 

By t h e same t o k e n , f o r KBL t o a sk f o r 5 3 

p e r c e n t of my p r o f i t , I c o u l d send my c h i l d r e n t o 

s c h o o l and t h e y c a n ' t have i t , so I w i l l be one of 

t h e p e o p l e who w i l l no t s u b s c r i b e t o KBL i f t h i s 

does p a s s . 

The n e x t two pages w i l l show some f a c t s 

t h a t I have ga thered in t r y i n g t o p r e s e n t my c a s e . 

Fact : KBL's p r o p o s a l would c o s t 

$ 3 7 0 , 0 0 per month w i t h 90 bar s t o o l s 

and 100 d i n i n g s e a t s . $ 3 7 0 . 0 0 t i m e s 

t w e l v e e q u a l s $ 4 , 4 4 0 . 0 0 per y e a r . 

Fact : C o n s i d e r i n g our 10 p e r c e n t 

p r o f i t margin or 10 c e n t s on the 

d o l l a r , we would have t o s e l l 44 ,400 

beers at $ 1 , 0 0 0 , which i s what I s ee 

my 12-ounce d r a f t f o r , t o break e v e n . 

T h a t ' s f o r the y e a r , and I'm g i v i n g 

a l l t h a t to KBL. 

Fact : KBL b r o a d c a s t s t e n P i r a t e games 

per month, each game l a s t i n g two and a 

h a l f h o u r s , which adds up t o t w e n t y -

i 
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f i v e hours of t o t a l broadcast per 

month. 

Fact: A $370.00 levy per month with a 

10 cents per d o l l a r p r o f i t margin 

needs 3,770 $1.00 beers so ld jus t for 

me to break even. 

Fact: 3,770 $1.00 beers in the 

twenty- f ive hours of broadcast i s 148 

$1.00 beers per hour jus t for me to 

break even and pay KBL. 

Now a c c o r d i n g - - I want to e s t a b l i s h my 

customer base j u s t t o maybe he lp you unders t and 

how tough t h i s i s going to be for us t o reach 

the f i g u r e s of 3,770 beers in o rder to break 

even t o pay KBL. 

Fact: According to the National 

Census Bureau, there are 998,000 

l i v i n g a d u l t s over 21 in Allegheny 

County. 

Fact: There are 500,000 l i v i n g male 

adul t s over the age of 21 in Allegheny 

County. 

Fact: There are approximately 250,000 

male sports fans over the age of 21 in 

Allegheny County. 
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F a c t : There a r e app rox ima te ly 125,000 j 

male s p o r t s fans over t h e age of 21 in j 

Allegheny County who d r ink a l c o h o l . J 

Fac t : There a r e a t the p r e s e n t t ime 

acco rd ing t o t h e PA Liquor Cont ro l 

Board, 2,205 l i c e n s e d p remise s in 

Allegheny County wi th 105 h e l d i n 

escrow by t h e S t a t e . 

F a c t : With a customer base 125,000 

pe r sons d i v i d e d by 2,206 l i c e n s e s , 

app rox ima te ly 57 a d u l t males over t h e 

age of 21 who d r i n k and a r e s p o r t s 

fans a r e a v a i l a b l e f o r each t a v e r n t o 

draw from. 

How many of t he se 57 a r e working 

dur ing t e l e c a s t s ? How many s t a y home 

to watch games on KBL? How many won' t 

d r ink and d r i v e ? And how many a r e ' 
i 

t h e r e t h a t have no th ing e l s e t o do but 

watch every game in my bar on KBL? 

Fac t : So wi th a customer base of 10 

to 57 pe r sons for each game and the 

need t o s e l l 148 $1.00 b e e r s per 

P i r a t e t e l e c a s t , KBL i s a sk ing us t o 

do the p h y s i c a l l y imposs ib l e ; to be 

i 

\ 
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f i s c a l l y i r r e s p o n s i b l e t o o u r s e l v e s , 

our p a r t n e r s , and ou r e m p l o y e e s . And 

t o pay a f e e t h a t i s n o t f i n a n c i a l l y 

f e a s i b l e . 

F a c t ; KBL h a s 380 ,000 s u b s c r i b e r s . 

The 2 , 2 0 5 l i c e n s e e p r e m i s e s r e p r e s e n t 

j u s t 0 . 5 8 p e r c e n t of 1 p e r c e n t of 

t o t a l s u b s c r i b e r s . To s i n g l e o u t t h i s 

v a s t m i n o r i t y of l i c e n s e d p r e m i s e s t o 

pay an e x o r b i t a n t f e e i s b o t h 

u n c o n s t i t u t i o n a l and a l s o a v i o l a t i o n 

of our C i v i l R i g h t s . 

O f t e n t i m e s when I ' m no t a t work, I w i l l go 

to t h e b a r b e r shop and w a t c h t h e game and g e t 

my ha i r c u t . 

There a r e many o t h e r c o m m e r c i a l 

e s t a b l i s h m e n t s o t h e r t h a n b a r s t h a t s h o u l d a l s o 

be c h a r g e d i f we a r e c h a r g e d . 

Th a t ' s i t . 

ACTING CHAIRMAN LaGROTTA: Dave? 

MR. KRANTZ: D e n n i s , j u s t t o remark on my 

n i n e t e e n y e a r s w i t h t h e House of R e p r e s e n t a t i v e s , I 

f i n d your t e s t i m o n y t o be one of t h e v e r y few t h a t 

i s w e l l t h o u g h t o u t . 

Whether i t a g r e e s or d i s a g r e e s , i t ' s w e l l 
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t h o u g h t ou t and w e l l p r e s e n t e d . I ' d j u s t l i k e t o 

c o n g r a t u l a t e you on t h a t . 

MR. TOVEY: Thank you . 

MR. KRANTZ: Thank you . 

ACTING CHAIRMAN LaGROTTA: F r a n k ? 

REPRESENTATIVE DERMODY: J u s t a few. 

Do you have a s a t e l l i t e d i s h o r c a b l e ? 

MR. TOVEY: No, j u s t b a s i c c a b l e . 

REPRESENTATIVE DERMODY: Okay. 

So now i f you d o n ' t buy t h e KBL p a c k a g e , 

you d o n ' t a g r e e t o pay t h e f e e , i n s t e a d of h a v i n g 

t h e P i r a t e game o n , what w i l l you p u t on? 

MR. TOVEY: S e e , I have a q u e s t i o n a l s o 

abou t t h e p o s s i b i l i t y - - I ' d l i k e t o g e t t h e HBO 

c h a n n e l i n t h e b a r , bu t TCI w o n ' t g i v e i t t o me; I 

c a n ' t have i t . I c a n ' t watch t h e f i g h t , I c a n ' t 

g e t t h o s e . I c a n ' t g e t t h e o t h e r pay p e r v i ew , so 

TCI migh t have a p rob l em w i t h me h a v i n g t o pay KBL. 

REPRESENTATIVE DERMODY: I d o n ' t know 

abou t - -

ACTING CHAIRMAN LaGROTTA: Be fo re you 

c o n t i n u e , F r a n k , c o u n s e l , can you e x p l a i n t h a t ? I s 

t h e r e some law t h a t p r o h i b i t s - - I know HBO c a n ' t 

be o p e r a t i n g i n a commerc i a l e s t a b l i s h m e n t . 

MR. GRIFFIN: I f he would l i k e t o have a 
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f i g h t in t h e c o m m e r c i a l e s t a b l i s h m e n t , he c o u l d 

p u r c h a s e i t off of J o a n n e P r o d u c t i o n s i n 

P h i l a d e l p h i a and t h e p r i c e i s u s u a l l y $1 ,200 p e r 

f i g h t . 

ACTING CHAIRMAN LaGROTTA: No. 

And my q u e s t i o n i s , why n o t r e g u l a t e HBO 

f o r - -

MR. GRIFFIN: W e l l , HBO — most of HBO's 

p r o d u c t i s p r o v i d e d by movie s t u d i o s and movie 

s t u d i o s , of c o u r s e , d o n ' t d i s t r i b u t e t h e i r p r o d u c t s 

i n t o c o m m e r c i a l e s t a b l i s h m e n t s o t h e r t h a n movie 

t h e a t e r s , s o HBO has a g r e e m e n t s w i t h movie s t u d i o s 

t o p r o h i b i t HBO i n l e t t i n g s e r v i c e be v iewed in 

c o m m e r c i a l e s t a b l i s h m e n t s . 

T h a t ' s why f o r i n s t a n c e you may f i n d HBO 

in a h o t e l room, bu t you w o n ' t f i n d i t in t h e l o b b y 

of t h e h o t e l or i n t h e b a r of t h e h o t e l . 

ACTING CHAIRMAN LaGROTTA: T h e r e ' s no l a w , 

F e d e r a l o r S t a t e , t h a t p r o h i b i t s t h a t . I t ' s j u s t 

s i m p l y HBO d o e s n ' t s e l l i t s e l f . 

MR. GRIFFIN: I t ' s t h e c o n t r a c t u a l 

a r r a n g e m e n t be tween movie s t u d i o s and HBO 

d i s t r i b u t o r s . 

ACTING CHAIRMAN LaGROTTA: And who 

d e t e r m i n e s what a c o m m e r c i a l e s t a b l i s h m e n t i s i n 
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t h a t c o n t r a c t , c o u n s e l ? 

MR. GRIFFIN: I would s u s p e c t t h a t t h e 

c a b l e o p e r a t o r would marke t t h e s e r v i c e , bu t I 

d o n ' t know f o r c e r t a i n . 

ACTING CHAIRMAN LaGROTTA: S o r r y , F r a n k , I 

d i d n ' t mean t o i n t e r r u p t you . 

REPRESENTATIVE DERMODY: No p r o b l e m . 

T h e r e ' s a way f o r him t o buy - -

MR. GRIFFIN: R i g h t . 

MR. TOVEY: Say t h a t t h e P e n g u i n s d i d g e t 

i n t o t h e p l a y o f f s , would i t be p o s s i b l e f o r us t o I 

buy t h e c a b l e i f i t p a s s e s j u s t f o r t h a t two week 

p e r i o d ? 

MR. POWELL: Y e s . 

Well, for instance the Perm Vision games, 

two of the games are playoff games and they would 

be pay per view at home. 

And places in this instance, the bar owner 

can make a lot of money on that given night. 

Just to inject something, I think the 

gentleman has too many seats in his establishment. 

If he would have some people stand, his monthly 

rate would be a lot lower. 

REPRESENTATIVE DERMODY: You talked before 

about people having TVs and then hiding them, which 

i 

( 
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makes no s e n s e to me i f I have a b a r and p e o p l e 

want t o come i n and wa tch TV. 

I d o n ' t know how you can c r i t i c i z e a guy 

f o r h a v i n g 90 s e a t s i n t h e p l a c e b e c a u s e he w a n t s 

h i s p e o p l e t o s i t down. 

Do you have a l o t of p e o p l e come in t h e 

p l a c e to watch t h a t , u s e t h e s e a t s ? 

MR. TOVEY: Watch t h e games? 

REPRESENTATIVE DERMODY: Yes . 

MR. TOVEY: As I e x p l a i n e d h e r e , t h e r e ' s 

o n l y 57 p o s s i b l e g u y s . Our v i e w e r s h i p i s o n l y - -

we o n l y have of t h e b a s e amount of 1 2 5 , 0 0 0 p e r s o n s , 

o n l y 57 t h a t a r e o v e r t h e age of 21 who d r i n k . 

REPRESENTATIVE DERMODY: Do p e o p l e come i n 

and u s e t h e s e a t s ? 

MR. TOVEY: S u r e . 

For a t y p i c a l P i r a t e game, i t ' s p a r t of 

t h e who le p a c k a g e . U s u a l l y we have t h e sound down 

b e c a u s e t h e j u k e b o x i s on a f t e r n i n e o ' c l o c k , and 

i t ' s r e a l l o u d . I t ' s j u s t p a r t of t h e b a s i c 

p a c k a g e . 

I m igh t s e e f o u r o r f i v e guys t h a t come i n 

t h a t a r e t h e r e to watch t h e game, i f t h e r e ' s go ing 

to be a game. If i t ' s a b lowup , t h e n t h e y ' r e g o i n g 

t o s a y , w e l l , pu t ESPN on o r TBS. L e t ' s wa tch 
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s o m e t h i n g e l s e . 

And a r e a l s p o r t s f a n , t h e y want to see 

e v e r y game. 

REPRESENTATIVE DERMODY: How many TVs do 

you h a v e ? 

MR. TOVEY: I have one i n t h e d i n i n g room 

where my h u n d r e d s e a t s a r e , a s I e x p l a i n e d b e f o r e , 

and I have one l a r g e s c r e e n a t e a c h end of t h e b a r . : 

I have s i x s m a l l o n e s , so you can s e e - -

REPRESENTATIVE DERMODY: I would assume 

you can keep - - i f t h e P i r a t e s a r e g e t t i n g blown 

u p , you can keep t h e P i r a t e game on t h e TV and pu t 

t h e KBL o r TBS on a n o t h e r o n e . 

I d o n ' t t h i n k you want t o h o l d i t a g a i n s t 

t h e guy who wan t s t o have t h e s e a t a n d , t o o , i t 

makes no s e n s e t o me t o have a TV and t h e n p u t i t 

in a c o r n e r where nobody c a n s e e i t . 

MR. TOVEY: R i g h t , e x a c t l y . 

And, a g a i n , t h a t ' s what my b u s i n e s s i s , 

and e v e r y b o d y - - i t t r i c k l e s down. I mean w h e t h e r 

I have 30 s e a t s o r I ' m a S p o r t s Garden w i t h a 

t h o u s a n d s e a t s , t h e economic impac t i s go ing t o be 

e x a c t l y t h e same b e c a u s e o u r i n d u s t r y i s b u i l t 

a round 10 c e n t s on t h e d o l l a r . 

So t h e S p o r t s Garden i s go ing to pay f o r a 
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t h o u s a n d s e a t s , t h r e e t h o u s a n d , o r I 'm go ing to pay 

$370 f o r my s e a t s , o r a n o t h e r guy i s p a y i n g $90 , 

you know. I t ' s h a r d t o s a y . 

There was a s t a t e m e n t b e f o r e a b o u t 90 

p e r c e n t of what KBL i s g o i n g t o do i s g o i n g t o f a l l 

i n t o t h a t 25 o r l e s s c a t e g o r y . 

I f i n d t h a t h a r d t o b e l i e v e . I c a n ' t s e e 

t h a t h a p p e n i n g . I d o n ' t know i f anybody - -

REPRESENTATIVE DERMODY: You a r e n ' t s a y i n g 

t h a t 9 0 p e r c e n t of t h e b a r s would f i t i n t o t h a t $25 

f i g u r e o r l e s s t h a n e i g h t s e a t s ? 

MR. POWELL: No, I 'm s a y i n g t h a t 90 

p e r c e n t of t h e b a r s i n t h e T r i - S t a t e a r e a a r e v e r y 

s m a l l . I n o t h e r w o r d s , t h e y a r e no t - -

REPRESENTATIVE DERMODY: No, I d o n ' t 

b e l i e v e t h a t , e i t h e r . 

If you d o n ' t buy t h i s b e c a u s e of t h e c o s t 

and b e c a u s e of what - - how w i l l i t a f f e c t your 

p r o f i t and l o s s s t a t e m e n t ; how w i l l i t a f f e c t your 

b u s i n e s s ? Do you have any i d e a ? 

Do you assume you w i l l l o s e b u s i n e s s ? 

MR. TOVEY: No, I w o n ' t , b e c a u s e t h e 

m a j o r i t y of my b u s i n e s s - - I do a n i c e l u n c h . I 

have a n i c e d i n n e r , and i t ' s no t go ing to a f f e c t me 

one way o r a n o t h e r . 
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REPRESENTATIVE DERMODY: How a b o u t t h e guy 1 
i 

that - - 1 
! 

MR. TOVEY: I have guys t h a t come i n , l i k e 

f i v e guys t h a t s i t , maybe t e n , t o watch t h e game. 

But i t ' s not going t o - - I mean my p r o f i t - - if I 

s e l l each guy s ix beers in t h a t ha l f hour pe r iod 

and t h e r e ' s ten guys , t h a t ' s s i x t y b e e r s . I 'm 
going to make $6. T h a t ' s not going to h u r t me. I 

] 
REPRESENTATIVE DERMODY: Do y o u h a v e many I 

\ 
people t h a t come down s p e c i f i c a l l y t o see the 1 

I 
P i r a t e s t h a t w i l l say , okay, I c a n ' t come down * 

t o n i g h t because t h e P i r a t e s a r e n ' t on and w i l l go j 

to some o t h e r - - I 

MR. TOVEY: No, I wouldn ' t say s o . 

The only s p e c i f i c t ime t h a t I can say t h a t i 
! 

KBL has really been of financial benefit to me was \ 
1 

that one week during the Stanley Cup Playoff and we 1 

had an overflow of people that were sitting in the j 

dining room. 
i 

I mean t h a t did b e n e f i t u s . But the f a c t 

t h a t they want to charge me t h a t 10 cen t f i g u r e 

t h a t t h e y ' r e t a l k i n g abou t , t h a t ' s not r e a l i t y ; the 

r e a l i t y i s the $370 t h a t they a re going t o make off 

me and t h e $90 for t h e guy with 30 s e a t s and the 

$3,000 fo r the Spor t s Garden; i t ' s not 10 cen t s a j 
\ 
| 
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s e a t . T h a t ' s a f a l s e f i g u r e t o p u t o u t . 

Some p e o p l e a r e s a y i n g w h a t ' s wrong w i t h 

t h a t ? 

As I p r e s e n t e d t o you , t h e r e ' s a l o t wrong 

w i t h t h a t and e c o n o m i c a l l y i t ' s no t p r o f i t a b l e f o r 

us . 

REPRESENTATIVE DERMODY: Thank you . 

ACTING CHAIRMAN LaGROTTA: Any q u e s t i o n s ? 

(No r e s p o n s e . ) 

ACTING CHAIRMAN LaGROTTA: Thank you . 

L a s t on t h e agenda i s Mark D r i s c o l l , who 

r e p r e s e n t s t h e P i t t s b u r g h P i r a t e s B a s e b a l l C l u b . 

Go ah e ad . 

MR. DRISCOLL: Good a f t e r n o o n . 

I 'm Mark D r i s c o l l , t h e V i c e P r e s i d e n t of 

t h e b r o a d c a s t i n g and a d v e r t i s i n g s a l e s f o r t h e 

P i z a t e s . We a r e a p p e a r i n g t o d a y a t your r e q u e s t t o 

p r o v i d e b a c k g r o u n d i n f o r m a t i o n and t o answer any 

q u e s t i o n s t h a t you may h a v e . 

I want t o g i v e you some b a c k g r o u n d on what 

a g r e e m e n t t h e P i r a t e s have w i t h KBL and what t h e i r 

r i g h t s a r e . 

"The P i r a t e s have g r a n t e d KBL t h e 

e x c l u s i v e s u b s c r i p t i o n t e l e c a s t r i g h t s w i t h i n 

our home t e r r i t o r y o v e r t h e s y s t e m s on KBL. 
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The s y s t e m s a r e d e f i n e d as t h e e n t i t i e s 

w i t h which KBL has e n t e r e d i n t o an a g r e e m e n t 

w i t h f o r t h e t e l e v i s i n g of KBL games by means 

of b a s i c or premium c a b l e t e l e v i s i o n , s a t e l l i t e 

m a s t e r a n t e n n a t e l e v i s i o n , m u l t i p o i n t 

d i s t r i b u t i o n s e r v i c e s , and i n d i v i d u a l d w e l l i n g 

u n i t s f o r p r i v a t e v i e w i n g by means of equ ipmen t 

owned or o p e r a t e d by such i n d i v i d u a l s c a p a b l e 

of r e c e i v i n g s a t e l l i t e d e l i v e r e d t e l e v i s i o n 

programming d i r e c t l y from a s a t e l l i t e i n t h e 

home t e r r i t o r y . 

KBL's c o n t r a c t w i t h t h e P i r a t e s p r o v i d e s 

them a l l r i g h t s t o s u b s c r i p t i o n t e l e c a s t s in 

t h e home t e r r i t o r y . 

I j u s t want t o g i v e you a l i t t l e b i t of 

b a c k g r o u n d . 

We have been a v e r y a g g r e s s i v e 

o r g a n i z a t i o n t e l e v i s i n g our games . As a m a t t e r 

of f a c t , I t h i n k i t s t a r t e d back when t h e team 

was a t a low p o i n t i n t h e m i d - ' 8 0 ' s w i t h t h e 

down t i m e t h a t t h e team h a d , and we f e l t t h a t 

i t was i m p o r t a n t t o showcase t h e guys coming up 

and t h a t we saw some n a t u r a l b e n e f i t from 
I 

t e l e v i s i n g a t t h a t l e v e l . ! 

We f e e l t h e C l u b ' s s u b s t a n t i a l l e v e l of 
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b r o a d c a s t s s e r v e s our f a n b a s e v e r y w e l l . 

The P i r a t e s r e c o g n i z e t h e number of o l d e r 

P e n n s y l v a n i a n s t h a t a r e in t h e a r e a and we know 

t h a t t h e y a r e b i g P i r a t e f a n s . Because when 

t h e r e ' s s o m e t h i n g t h a t h a p p e n s t o t h e b r o a d c a s t 

t h e y c a l l me and a l o t of them who c a l l me a r e 

o l d e r . 

The d e m o g r a p h i c s i n Wes t e rn P e n n s y l v a n i a 

a r e v e r y o l d r e l a t i v e t o t h e r e s t of t h e County 

and we know a l o t of t h e s e f a n s c a n ' t g e t to 

games , b u t t h r o u g h o u r a g g r e s s i v e t e l e v i s i o n 

s c h e d u l e w i t h KBL, we can r e a c h t h o s e f a n s and 

s h a r e P i r a t e b a s e b a l l w i t h them. 

So t h a t ' s v e r y i m p o r t a n t t o u s . 

Our c u r r e n t s c h e d u l e t h i s y e a r c a l l s f o r 

us t o t e l e v i s e 38 games from T h r e e R i v e r s 

S t a d i u m , 12 on KDKA and 26 on KBL. And t h e 

s c h e d u l e worked o u t t h i s y e a r t h a t 7 4 ou t of 

t h e 81 r o a d games w i l l be t e l e v i s e d ; 41 by KDKA 

and 33 by KBL. 

As you can s e e from t h e a t t a c h e d c h a r t , we 

w i l l t e l e v i s e many more games t h a n t h e o t h e r 

s m a l l marke t c l u b s . 

We b e n e f i t - - I t h i n k W e s t e r n P e n n s y l v a n i a 

b e n e f i t s from t h e b r o a d c a s t and we g e t to s e e 
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t h e t e a m s and we b e n e f i t from h a v i n g a s t r o n g 

r e g i o n a l s p o r t s n e t w o r k t h a t can d e l i v e r t h e 

games in t h e t e r r i t o r y . i 

We t h i n k t h a t ' s a p l u s and t h a t l e t s us 

g e t t h e games ou t a n d , of c o u r s e , t h a t h e l p s 

t h e Club p romote i t s b r o a d c a s t s and p romote our 

home s c h e d u l e a l s o . 
I 

The l a r g e number of home games t e l e v i s e d I 
s 

by t h e P i r a t e s on KBL i s a r e s u l t of t h e r i g h t s 1 

f ee t h e Club e a r n s from KBL. 

Fans who watch home games from t a v e r n s , 
s 

buy food and beverage from the taverns rather j 
than at the Stadium where the Club would 

receive a portion of their entertainment dollar j 

if they attend the games in person through I 
) 

tickets and food and beverage. J 

And while the televising of Pirate road 

games on KBL in taverns does not directly J 

affect our home attendance, fans are drawn to 

the taverns to watch the road games and the 

taverns benefit from the incremental sales of 

food and beverage. 

It really comes down to, you know, we are 

here today to offer background and to answer 

questions, but the Pirates are really caught in 

I 
I 
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the middle of this discussion. 

We are not experts in the cable business; 

we are not experts in the tavern business. And 

the Pirates really feel like this is an issue 

between the taverns and KBL. 

We appreciate the opportunity to come 

forward and are happy to answer any questions 

of the Panel." 

ACTING CHAIRMAN LaGROTTA: David? 

MR. KRANTZ: No q u e s t i o n s a t t h i s t i m e , 

but an o b s e r v a t i o n t h a t i f - - and I ' m no t s i n g l i n g 

ou t t h e P i r a t e s b e c a u s e y o u ' r e h e r e ; I ' m s i n g l i n g 

ou t a l l s p o r t s . I f t h e y d i d n ' t pay such h i g h 

p r i c e s f o r p l a y e r s , t h e n you would no t n e c e s s a r i l y 

need t h e l a r g e amount of r e v e n u e . 

MR. DRISCOLL: W e l l , b a s e b a l l c e r t a i n l y 

has some s p e c i f i c p r o b l e m s . 

Our P r e s i d e n t , Mark S a u e r s , i s t r y i n g t o 

g e t some t h i n g s f i g u r e d ou t so t h e owners can g e t 

t o g e t h e r and we c a n renew our p a r t n e r s h i p w i t h t h e 

p l a y e r s and r e a l l y s t r a i g h t e n ou t some a s p e c t s of 

our b u s i n e s s . 

REPRESENTATIVE DERMODY: I f we c o u l d pay 

them, Dave, w e ' d be i n t h e World S e r i e s . 

MR. KRANTZ: T h e r e you go . 
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REPRESENTATIVE DERMODY: The e x p o s u r e i s 

good f o r t h e P i r a t e s , c o r r e c t ? 

MR. DRISCOLL: The e x p o s u r e of t h e games 

i s good, to a d e g r e e . I mean we a lways w r e s t l e 

w i t h how many home games we s h o u l d t e l e v i s e . 

REPRESENTATIVE DERMODY: So you t h i n k t o 

t e l e v i s e some home games r e d u c e s t h e a t t e n d a n c e a t 

Three R i v e r s S t a d i u m ? 

MR. DRISCOLL: I 'm s u r e i t d o e s . I t ' s a 

m a t t e r of m e a s u r i n g t h e r e v e n u e v e r s u s t h e r a t e f ee 

t h a t you g e t f o r t h e games v e r s u s what you g e t a t 

t h e g a t e , and t h a t ' s s o m e t h i n g we a l w a y s k i n d of 

m e a s u r e . 

We t r y t o be c a r e f u l abou t t h e games t h a t 

we t e l e v i s e so t h a t f o r i n s t a n c e i f we a r e h a v i n g 

f i r e w o r k s n i g h t , we t h i n k a l o t of f a m i l i e s w i l l 

come t o t h e s e e t h e f i r e w o r k s w i t h t h e i r k i d s . 

Then t h a t m i g h t be a game t h a t we p u t on t e l e v i s i o n | 

b e c a u s e i t w o n ' t h u r t u s a s much. 

REPRESENTATIVE DERMODY: I f t h i s f ee would 

r e d u c e t h e e x p o s u r e , t h e number of p e o p l e s e e i n g 

t h e P i r a t e s on TV, would you t a k e a p o s i t i o n ? 

I mean t h e P i r a t e s need e x p o s u r e . They 

need t o be on TV and t h e y need t o e n l a r g e t h e i r 

t e l e v i s i o n n e t w o r k a s f a r a s I c an t e l l t o become 
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more of a r e g i o n a l t y p e . 

MR. DRISCOLL: W e l l , t h e o r i g i n a l i t y of 

what we a r e t r y i n g t o do i s i m p o r t a n t . 

We have had a t e l e v i s i o n n e t w o r k t h a t 

c o v e r s West V i r g i n i a and up i n t o E r i e . 

We have an o v e r t h e a i r s t a t i o n i n 

Johns town t h a t c a r r i e s a f u l l s c h e d u l e of t h e 

games , so some of t h a t e x p o s u r e i s i m p o r t a n t . 

REPRESENTATIVE DERMODY: And KBL i s in 

H a r r i s b u r g now. I c a n w a t c h P i r a t e games in 

H a r r i s b u r g . 

MR. DRISCOLL: And t h e y s e r v e a l o t of our 

f a n s and d e l i v e r t h o s e games t h r o u g h o u t W e s t e r n 

P e n n s y l v a n i a , e s p e c i a l l y when t h e r e a r e a l o t of 

o l d e r P e n n s y l v a n i a n s who a b s o l u t e l y c a n n o t f i n d a 

way t o g e t t o T h r e e R i v e r s b e c a u s e t h e y ' r e 

p h y s i c a l l y u n a b l e , r e a l l y . 

You know, t h a t p a r t of KBL i s i m p o r t a n t 

and i t s e r v e s - - i t ' s a b i g g e r q u e s t i o n . I t s e r v e s 

more t h a n j u s t t a v e r n owners and some of t h e 

t h i n g s . I t ' s r e a l l y t h e C l u b ' s t e l e v i s i o n 

p h i l o s o p h y , and most p e o p l e a r e c o n s t i t u e n t s , t o o . 

REPRESENTATIVE DERMODY: T h a n k s . 

T h a t ' s a i l I h a v e . 

ACTING CHAIRMAN LaGROTTA: You w e r e n ' t 
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h e r e a t t h e b e g i n n i n g - - I d o n ' t b e l i e v e you were 

h e r e when B i l l C r a i g t e s t i f i e d . 

MR. DRISCOLL: I h e a r d B i l l ' s t e s t i m o n y . j 

1 
ACTING CHAIRMAN LaGROTTA: Good. 

Do you r e c a l l t h a t he t a l k e d a b o u t t h e 

d i s p a r i t y f i n a n c i a l l y be tween m a r k e t s i n P i t t s b u r g h 

and Ch icago and Los A n g e l e s and New York, t h e l a r g e 

marke t v e r s u s s m a l l m a r k e t ? 

Do you t h i n k t h a t t h e r e v e n u e s h a r i n g , t h e 

d o l l a r s t h a t a r e p r o p o s e d i n Major League B a s e b a l l 

w i l l e l i m i n a t e some of t h a t p r o b l e m ? j 
i 

MR. DRISCOLL: I t h i n k t h a t ' s t h e g o a l of 

t h e s m a l l m a r k e t t e ams t o s h a r e some of t h e i r 

r e v e n u e . j 

T h a t ' s p r e t t y f a r from w h e t h e r a t a v e r n 

owner s h o u l d pay f o r KBL, bu t j u s t t o t a l k b a s e b a l l 

f o r a m i n u t e , when we go t o New York o r we go t o 

L . A . . , t h e y p l a y our teams and we a r e p l a y i n g San j 

Diego t o n i g h t and we a r e g o i n g t o p l a y t h e Dodgers 

Monday, Tuesday and Wednesday n i g h t . We a r e 

p r o v i d i n g h a l f of t h e c a s t of t h i s e n s e m b l e and we 

c e r t a i n l y - -

ACTING CHAIRMAN LaGROTTA: You want p a i d 

f o r i t . 

MR. DRISCOLL: Pa rdon? 
i 

I 
i 
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ACTING CHAIRMAN LaGROTTA: The s m a l l e r 

teams want p a i d f o r t h a t . 

MR. DRISCOLL: W e l l , we f i g u r e we p r o v i d e 

h a l f t h e t a l e n t , we o u g h t t o g e t s o m e t h i n g more 

t h a n what we a r e g e t t i n g now. T h a t ' s p a r t of t h e 

c r u x of w h a t ' s go ing on in t h e r e v e n u e s h a r i n g 

d i s c u s s i o n s . 

ACTING CHAIRMAN LaGROTTA: Are you 

o p t i m i s t i c t h a t some of t h a t w i l l t a k e p l a c e , t h a t 

i t w i l l happen? 

MR. DRISCOLL: W e l l , I was no t p r i v y t o 

t h e d i s c u s s i o n s i n C u l v e r l a s t w e e k s , bu t Mark 

Sauer came back and s a i d he was c a u t i o u s l y 

o p t i m i s t i c t h a t t h e y w i l l g e t t o g e t h e r . 

I know t h e y have a n o t h e r m e e t i n g p l a n n e d 

in Bos ton i n e a r l y S e p t e m b e r , and t h a t ' s t h e 

b u s i n e s s of b a s e b a l l . 

ACTING CHAIRMAN LaGROTTA: Frank Dermody 

asked you w h e t h e r or no t you would c o n c e r n e d w i t h 

any t r e n d t h a t showed t a v e r n s and c o m m e r c i a l 

e s t a b l i s h m e n t s , w h a t e v e r t h e y a r e p e r c e i v e d t o be 

in t h i s f i n a l mix , i f t h e y s t o p p e d c a r r y i n g KBL 

P i r a t e g a m e s . 

I mean i s t h a t - - r e p e a t t h a t fo r me. 

Would t h a t impac t on t h e P i r a t e s a t a l l ? 
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MR. DRISCOLL: I s u p p o s e t h e r e ' s d i f f e r e n t 

s i d e s to i t . We c o u l d s u f f e r from - - w i t h o u t 

t a k i n g a p o s i t i o n , we c o u l d s u f f e r from l e s s 

e x p o s u r e maybe f o r a r o a d game. But we c o u l d a l s o 

b e n e f i t from somebody s a y i n g I 'm no t g o i n g t o s t o p , 

I 'm n o t g o i n g t o s i t a t t h e i r t a v e r n b e c a u s e t h e y 

d o n ' t have i t any more, I 'm g o i n g t o go t o t h e 

game. J 

I mean i t c o u l d go on e i t h e r s i d e , t h a t we 

c o u l d maybe have l e s s e x p o s u r e b u t t h e games 

w o u l d n ' t be as a v a i l a b l e i n some of t h e t a v e r n s and 

maybe p e o p l e would c h o o s e t o come down to t h e game 

and buy a t i c k e t , buy o u r b e e r , buy our p o p c o r n . 

REPRESENTATIVE DERMODY: I t ' s c h e a p e r t h a n 

go ing to t h e b a r . 

MR. DRISCOLL: Some p l a c e s , y e s . 

ACTING CHAIRMAN LaGROTTA: Do you t h i n k , 

or do you f o r e c a s t a s an e x p e r t i n t h i s s p o r t s 

b r o a d c a s t i n g f i e l d , t h a t i f KBL i s s u c c e s s f u l a s 

o t h e r n e t w o r k s in o t h e r p a r t s of t h e c o u n t r y have 

been i n e s t a b l i s h i n g a commerc i a l r a t e , o b v i o u s l y 

t h e i r r e v e n u e s a r e g o i n g t o i n c r e a s e . 

Do you a n t i c i p a t e t h a t t h e P i r a t e s would 

want a b i g g e r p i e c e of t h a t r e v e n u e when c o n t r a c t 

r i g h t s come up? 
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MR. DRISCOLL: I t h i n k t h e i s s u e f o r 

c o n t r a c t r i g h t s i s r e a l l y s e p a r a t e from t h a t . 

O b v i o u s l y , i t b e n e f i t s t h e Club i n 

n e g o t i a t i o n s f o r r i g h t s i f KBL h a s more r e v e n u e and 

more power t o p r o v i d e t h e programming f o r t h a t . 

But when we a r e c a u g h t i n t h e m i d d l e of t h i s 

d i s c u s s i o n be tween f a n s and t a v e r n owners and how 

KBL o p e r a t e s i t s b u s i n e s s and we d o n ' t have a s a y 

in how t h e y do t h a t and we d o n ' t - - t h e c o n t r a c t 

d o e s n ' t c a l l f o r KBL to ask u s c a n we c h a r g e c a b l e 

s y s t e m s f o r v i e w i n g KBL. 

ACTING CHAIRMAN LaGROTTA: T h e r e ' s n o t h i n g 

in your l a n g u a g e t h a t g u a r a n t e e s t h a t t h i s w i l l be 

c a r r i e d a s b a s i c c a b l e ? 

In o t h e r w o r d s , t h e r e ' s n o t h i n g i n t h e 

l a n g u a g e e x c e p t f o r what t h e y p a i d you f o r t h e 

r i g h t s t o s e t up t h e i r c a m e r a s and b r o a d c a s t t h e 

game? 

MR. DRISCOLL: They have t h e e x c l u s i v e 

s u b s c r i p t i o n t e l e c a s t r i g h t s f o r t h e s p e c i f i c 

number of games i n t h e c o n t r a c t . 

ACTING CHAIRMAN LaGROTTA: And what t h e y 

do w i t h i t once t h e y t a k e i t ou t of t h e S tad ium i s 

t h e i r b u s i n e s s ? 

MR. DRISCOLL: W e l l , i t ' s a l e g a l 
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a r r a n g e m e n t . We have an u n d e r s t a n d i n g of how t h e y 

a r e g o i n g t o o p e r a t e . But t h a t ' s r e a l l y what t h e 

c o n t r a c t c a l l s f o r , t h a t t h e y have r i g h t s t o t h e 

games on b a s i c or premium c a b l e t e l e v i s i o n . 

Now B i l l c o u l d t e l l you. 

I t h i n k p r i m a r i l y in t h e P i t t s b u r g h a r e a 
I 

y o u ' r e on b a s i c , bu t t h e r e a r e some a r e a s where you j 

i 
a r e on premium. \ 

I 
* 

MR. CRAIG: Yes , beyond a h u n d r e d m i l e s . I 
MR. DRISCOLL: But t h a t ' s no t s o m e t h i n g 1 

! 
t h a t - - ! 

i 
! 

ACTING CHAIRMAN LaGROTTA: So y o u ' r e n o t j 

c o n c e r n e d a b o u t t h e l e v e l of e x p o s u r e t h a t t h e 

P i t t s b u r g h P i r a t e s B a s e b a l l Club g e t s from t h e 

c o n t r a c t , y o u ' r e j u s t c o n c e r n e d h e r e ' s our games , 

h e r e ' s o u r c h e c k and 

MR. DRISCOLL: W e l l , we a r e c o n c e r n e d 
! 

abou t t h e - - we a r e c e r t a i n l y c o n c e r n e d a b o u t t h e 
e x p o s u r e and t h a t ' s p a r t of what we a r e w o r k i n g 

w i t h them on and what t h e y ' r e d o i n g . 

But i t ' s no t s o m e t h i n g t h a t we have a 

c o n t r a c t u a l r i g h t to a d j u s t . 

ACTING CHAIRMAN LaGROTTA: I u n d e r s t a n d . 

Any o t h e r q u e s t i o n s , g e n t l e m e n ? 

(No r e s p o n s e . ) 

! 
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ACTING CHAIRMAN LaGROTTA: Thank you v e r y 

mu c h, Ma r k. 

B e f o r e we a d j o u r n h e r e , l e t rue j u s t 

i n d i c a t e t h a t Mr. W i l l i a m Wischman from P a s s ProAm 

S p o r t s Sys tems in D e t r o i t , Mich igan s e n d s w r i t t e n 

t e s t i m o n y which i s a d d r e s s t o me d a t e d August 1 0 t h . 

And I w o n ' t r e a d t h e e n t i r e l e t t e r , bu t i n h i s 

summation p a r a g r a p h i t s a y s : "The t h e o r y i s t h a t 

i f t h e s i g n a l o r t e l e c a s t i s u sed f o r a p u r p o s e 

o t h e r t h a n p e r s o n a l e n t e r t a i n m e n t such as t h e 

t a v e r n s a r e d o i n g to e n h a n c e t h e i r r e v e n u e , we can 

c h a r g e a c o r r e s p o n d i n g f e e . 

I would s t r o n g l y p r o t e s t any p r o p o s a l t h a t 

a l l o w s p e r s o n s or e n t i t i e s e q u a l c o n s i d e r a t i o n when 

t h e p u r p o s e s a r e n o t e q u a l . " 

I t ' s s u b m i t t e d by W i l l i a m J . Wischman, 

J r . , from ProAm S p o r t s Sys t em. 

And he a s k s t h a t t h a t be made p a r t of t h e 

o f f i c i a l r e c o r d t o d a y , and I u n d e r s t a n d t h a t c o p i e s 

of t h a t l e t t e r have d i s t r i b u t e d . 

MR. KRANTZ: Mr. Cha i rman , I would l i k e t o 

t hank you on b e h a l f of R e p r e s e n t a t i v e C a l t a g i r o n e , 

Chairman of t h e House J u d i c i a r y Commi t t ee , and your 

a i d e , Tom, f o r a v e r y w e l l p u t t o g e t h e r h e a r i n g . 

We a r e l o o k i n g f o r w a r d t o c o n t i n u i n g t h e 
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subject matter on the 31st of August in Harrisburg. 

ACTING CHAIRMAN LaGROTTA: Let me just 

repeat what David said. 

On the 31st, Chairman Caltagirone will 

convene another hearing on this issue so that folks 

from the Central and Eastern part of the State will 

have an opportunity to testify. 

They found Western Pennsylvania an 

inconvenient destination. 

Anyone here that offered testimony that 

chooses to do that can simply make myself or Dave 

aware of their desire to testify. We anticipate 

having cable providers and programmers from 

Philadelphia and the Harrisburg area offer 

testimony since this legislation would obviously 

affect the entire Commonwealth, even though the 

controversy seems to be brewing right now in the 

Western part of the State. 

Thank you all for coming and participating 

today. 

(The hearing concluded at 1:40 p.m.) 

i 
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C E R T I F I C A T E 

I h e r e b y c e r t i f y t h a t t h e p r o c e e d i n g s and 

e v i d e n c e t a k e n in t h e a b o v e - e n t i t l e d m a t t e r a r e 

f u l l y and a c c u r a t e l y i n d i c a t e d i n my n o t e s and t h a t 

t h i s i s a t r u e and c o r r e c t t r a n s c r i p t of same. 

Dawn F o r s y t h e , R e p o r t e r / s l g 
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