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Broadcasters Pay $12.5 Million to Settle Payola Allegations 

The FCC today released four Orders adopting Consent Decrees with CBS Radio, 
Citadel Broadcasting Corporation (“Citadel”), Clear Channel Communications, Inc. 
(“Clear Channel”), and Entercom Communications Corp. (“Entercom”). Pursuant to 
the Consent Decrees, the broadcasters agreed to pay a combined $12.5 million to 
close investigations into possible violations of the FCC’s sponsorship identification 
rules. Specifically, the Consent Decrees resolved allegations that the broadcasters 
may have accepted cash or other consideration from record labels in exchange for 
airplay of artists from those labels without disclosing those arrangements, a practice 
commonly referred to as “payola.” 

CBS Radio agreed to pay $3 million, Citadel agreed to pay $2 million, Clear Channel agreed to pay $3.5 
million, and Entercom agreed to pay $4 million in voluntary contributions to the United States Treasury. Each 
broadcaster also agreed to implement certain Business Reforms and a so-called Compliance Plan within 60 
days and to keep the reforms and compliance measures in effect for three years. The Compliance Plan and 
Business Reforms effectively establish a safe harbor program that all broadcasters should consider using as 
a model to adopt their own proactive measures in order to avoid penalties for employee violations of the 
Commission’s payola prohibitions. 

Key provisions of the Business Reforms and Compliance Plan, copies of which are attached, include: 

1. Prohibition on company stations and employees soliciting or receiving from record labels cash or other 
items of value in exchange for airplay except where such exchange complies with the sponsorship iden-
tification rules, the receipt of any such items of value is documented in a database and as otherwise 
specified in the Consent Decree, and 

a. the items fall into one of the following categories and do not exceed certain dollar amounts and limited 
quantities set forth in the Consent Decree: (i) CDs and other promotional items; (ii) concert tickets;  
(iii) modest personal gifts to station employees for a life event, professional achievement or holiday, or 
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to the station to commemorate an achievement of the company, the station or the record label or its 
artist; (iv) meals and entertainment; (v) travel and lodging expenses; 

b. the items are used as contest prizes or giveaways;  

c. the items are in payment for on-air advertising;  

d. the parties have entered into a commercial transaction for the distribution or promotion of the record 
label’s artists, songs, or records; or 

e. a record label subsidizes the reasonable costs related to the appearance, performance or interview of 
its artist. 

2. Prohibition on acceptance of items of value from independent music promoters unless the promoter 
certifies in writing to the broadcaster that no compensation to the promoter from a record label is based 
on airplay; 

3. Appointment of a company-wide Compliance Officer and market-level Compliance Contacts responsible 
for implementation, monitoring, and reporting on compliance with the Business Reforms and sponsor-
ship identification rules; 

4. Regular training of programming personnel regarding payola prohibitions; and 

5. Suspension and remedial training of accused employees and immediate investigation of the matter by 
the company in the event that the company receives a Notice of Apparent Liability, Order or similar 
Commission document proposing enforcement action as a result of a payola violation occurring after the 
effective date of the Consent Decree and, in the event the Commission determines that a violation has 
occurred, further disciplinary action, up to and including termination, of any employee found to have 
been materially involved in the violation. 

We would be pleased to help licensees tailor a program that meets their own unique circumstances but that 
offers significant protection in the event of future payola investigations. 

For further information, please contact: 

Clifford M. Harrington (bio) 
Washington DC 
+1.202.663.8525 
clifford.harrington@pillsburylaw.com 

Veronica M. Tippett (bio) 
Washington DC 
+1.202.663.8491 
veronica.tippett@pillsburylaw.com 

 

Richard R. Zaragoza (bio) 
Washington DC 
+1.202.663.8266 
richard.zaragoza@pillsburylaw.com 

This publication is issued periodically to keep Pillsbury Winthrop Shaw Pittman LLP clients and other interested parties 
informed of current legal developments that may affect or otherwise be of interest to them. The comments contained herein 
do not constitute legal opinion and should not be regarded as a substitute for legal advice.  
© 2007 Pillsbury Winthrop Shaw Pittman LLP. All Rights Reserved. 
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