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Item 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND 

RESULTS OF OPERATIONS 

 

Sustainability Performance 

Overview 

 

 Three committees within the Company’s Board of Directors, the Ethics Committee, the Diversity 

Committee, and the Intellectual Property Committee, have reviewed the Sustainability Accounting 

Standards Board’s (SASB) Sustainability Accounting Standard – Media Production & Distribution 

(SV0302). It was determined that all the disclosure topics that the standard identifies represent trends and 

uncertainties that may materially impact the Company’s financial condition or operational performance. 

 

 To that end, what follows is a set of disclosures for our performance on these three sustainability 

topics as well as related discussion. Following that is Table 1, which presents a summary of all quantitative 

metrics presented throughout this section. Its purpose is to provide at-a-glance information access. 

Concluding this section is Table 2, which displays “activity-level” metrics that help indicate the scale of 

http://www.sasb.org/contact


© 2015 SUSTAINABILITY ACCOUNTING STANDARDS BOARD 
 

our business activity. These metrics are intended to provide information likely to be useful when 

interpreting our performance on the topics discussed throughout this section.                  

 

Journalistic Integrity & Sponsorship Identification 

 

Legal and Regulatory Fines and Settlements Associated with Libel or Slander 
 

As producers of news, both through our cable news channel, WNN, and its accompanying 

website, OnDeadline.com, we are subject to laws and regulations related to both libel and slander, and we 

take seriously our responsibilities related to these statutes.  

 

Over the past three fiscal years, we have twice paid legal settlements. In 2012, as part of a four-

part series about medical errors broadcast on WNN, a Los Angeles surgeon was reported to have 

committed two serious medical errors. Subsequent to the report, the state medical board investigated the 

incident and exonerated the surgeon, at which point, the doctor sued WNN and OnDeadline.com for 

slander. Once the medical board released its findings, WNN broadcast a correction and OnDeadline.com 

posted one online. In 2013, the jury found for the plaintiff and awarded both punitive and compensatory 

damages. WNN immediately appealed. At the end of 2014, we reached a settlement with the plaintiff. 

 

In 2007, WNN broadcast a story about actress and director Karen Green that, according to a 

slander suit filed by Ms. Green, created the “clear and inescapable impression” that she had received 

financial backing for a film project from Marco Rossi, a businessman with suspected ties to organized 

crime. In 2009, a jury awarded Ms. Green, a public figure, $1,250,000, in total compensatory and punitive 

damages. However, the trial court later reduced the compensatory damages to $100,000, largely due to Ms. 

Green’s continued good standing in the community, but upheld the $750,000 in punitive damages. WNN 

then unsuccessfully appealed the case in 2012.  

 

 

After the 2007 suit was filed, we asked in-house corporate counsel to review the fact-checking 

procedures followed by the producers of the story on Ms. Green. Corporate counsel found that the reporter 

and producers acted appropriately. In preparation of our 2012 appeal, we engaged outside counsel to 

conduct a similar review, which resulted in similar findings.  

 

After the 2012 suit was filed, we conducted another in-house review of the fact-checking 

procedures followed by the producers of the medical-errors story; that review found both the reporter and 

two producers failed to properly vet information critical to the story that they had received from a source 

who refused to be interviewed on camera or be identified by name in the story. As a result of that 

investigation, we engaged outside legal counsel to interview a sample of reporters and producers to better 

understand how they employ fact-checking procedures in actual practice. Upon finding that not all reporters 

and producers were following established news department procedures, we mandated all reporters and 

producers go through a twenty-hour refresher training course. All newly hired producers and reporters must 

also complete this training course within their first quarter of employment. Senior producers, managing 

editors, and executive producers participated in a ten-hour refresher training course, and all employees 

hired into or promoted into these positions must also participate in the same course within their first quarter 

of employment.  

  

 

 

 

 

 

 

 Year Ended December 31,  

Metric 2012 2013 2014 

Amount of legal and regulatory fines and settlements associated with libel or 

slander (in thousands) 
$850 $0 $4,500 
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Fact-checking Expenses 

 

 Neither WNN nor OnDeadline.com employs people whose sole responsibility is to check facts. 

Reporters, producers, and, to some extent, managing editors, are responsible for fact checking work prior to 

broadcast or publication. These employees are expected to spend a certain percentage of their time 

checking facts to ensure accuracy, objectivity, fairness, truthfulness, and accountability and to help prevent 

defamation cases. The percentages indicated in the following table are based, in part, on the amount of time 

employees are expected to spend completing these tasks.  The increase in 2013 over 2012, which was 

sustained into 2014 and should remain so for the foreseeable future, is partly related to the additional 

training described above. The figures also include other expenses, as described in the SASB standard. 

 

 

We recognize that we cannot produce an error-free news broadcast or website, but we do strive to 

be accurate. We also strive to quickly recognize and address errors and to issue corrections when 

appropriate. To facilitate that process, we list an e-mail address on our website, which is attended to 

twenty-four hours a day, seven days a week. All messages that pass an initial screening are forwarded to 

managing editors of the appropriate programs for review.  

 

The review process varies based on a number of factors, including the complexity of the original 

story, the nature of the alleged error, and the potentially related legal issues. Managing editors typically 

consult with in-house counsel before concluding their review. If necessary, a correction will be published 

on OnDeadline.com, and a correction may be aired on WNN.      

 

In addition to welcoming feedback from the public, we also conduct periodic in-house post-

broadcast/post-publication reviews as part of our ongoing evaluation of staff performance and operating 

procedures. The reviews focus mainly on potential legal issues but also include a factual accuracy 

component. To the extent that an employee’s work consistently creates risk or is inaccurate, termination or 

other ramifications may ensue.  

 

Aside from the incidents described above, neither WNN nor OnDeadline.com has been involved 

in no other notable incidents involving inaccuracies in news productions in the last three fiscal years. 

 

Producing accurate news reports is important to maintain our credibility and the public’s trust. 

Without these elements, we risk losing viewership, which could negatively impact financial results. 

Therefore, news executives are responsible for reviewing the effectiveness of our fact-checking procedures 

on an annual basis and for suggesting potential improvements. 

 

Revenue from Embedded Advertising 

 

Embedded advertising, in the form of product placement and product integration, is an important 

contributor to the annual revenues of the Company’s entertainment division, and has become more 

important over the last several years. In fact, over the past three fiscal years, revenue generated by 

embedded advertising has increased substantially on a year-over-year basis. As a result, we expect this 

revenue source to grow in the future. We do not currently derive revenue from sponsored content, and we 

do not expect to do so in the future.  

 

Additionally, we do not generate any revenue from embedded advertising within our news 

division, which consists of WWN and OnDeadline.com. Within our entertainment division, which produces 

original TV series, miniseries, movies, and special events, network executives oversee embedded 

advertising and usually do so in conjunction with the shows’ executive producers.   

  

To ensure we preserve and grow this important revenue stream, we employ a team of professionals 

within our advertising and sales group that facilitates embedded advertising deals. Managers within this 

 Year Ended December 31,  

Metric 2012 2013 2014 

Fact-checking expenses as a percentage of news production costs 7% 9% 9% 
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team support the network executives who, in turn, liaise with the applicable executive producers. The 

embedded advertising team is responsible for attracting sponsors and working with them to generate ideas 

for product placement and product integration, which are then presented to executive producers for review.  

 

We recognize the need to proceed prudently in our embedded-advertising growth strategy. If 

product placement or product integration is executed poorly, it can detract from the viewing experience. 

Many, but not all, viewers are aware that embedded advertising exists and may be quick to identify 

instances of it. These viewers may find such advertising distracting and, as a result, watch fewer programs 

containing it. They may also share with other viewers their opinions on the embedded advertising and/or 

programs’ use of it.  

 

We comply with all regulations and disclosure requirements related to embedded advertising. 

However, these regulations may change. For example, various groups, both inside and outside the 

entertainment industry, have proposed revisions to regulations that would increase disclosure of embedded 

advertising. To the extent that regulators enact these proposals, or something similar to them, we may need 

to reconsider our embedded advertising strategy. If these regulations are as stringent and as intrusive as 

some groups would like, embedded advertising may become infeasible. If that were to occur, the Company 

could experience reduced revenues that may be difficult to recover through other means.  

   

 

Management of Journalistic Integrity of News Programming 

 

In gathering and disseminating news, we expect all employees to act ethically and to create news 

stories that are truthful, accurate, objective, and fair. We also expect all reporters, producers, managing 

editors, and other staff whose responsibilities relate directly to production of news reports to follow the 

Radio Television Digital News Association (RTDNA)’s Code of Ethics. That code of ethics states that 

electronic journalists’ first obligation is to the public and that electronic journalists are accountable for their 

actions to the public, their profession, and themselves.  

 

When producing news, as well as entertainment, we respect all copyrights. We recognize and 

respect the complexities of copyright law, and our legal team ensures that our news and entertainment 

divisions do not violate intellectual property rights.  

 

News employees must also follow the Company’s internal guidelines regarding potential conflicts 

of interest. The full set of guidelines is available at our corporate website. The guidelines relate to ethical 

and responsible behavior regarding receiving gifts, making or receiving payments, interacting with sources 

and advertisers, clearly disclosing associations, engaging in business activities, and publicly engaging in 

political activities. In general, news employees are prohibited from activities that could create conflicts of 

interest and/or be perceived as causing such conflicts.  

 

As noted earlier, the news division does not currently derive revenue from sponsored content, 

product placement, or product integration. We do not expect this practice to change. However, we do 

broadcast advertisements during WNN’s coverage and publish ads on OnDeadline.com. During certain 

periods of the year, some of these ads are political. As such, some viewers may believe that news 

employees would be hesitant to produce reports critical of advertisers, political candidates, or political 

causes. In addition to the rules noted above regarding news employees and advertisers, advertising, sales, 

and marketing employees are not permitted to discuss with news employees any specific details of their 

jobs or of individual agreements with advertisers.  

 

Only the managing editors and executive producers from the news division may confer with 

anyone from advertising, sales, or marketing about any news department plans or reports. In no way may 

non-news employees attempt to influence the content decisions of news employees. Advertising, sales, and 

marketing staff may only use the information from discussions with news managing editors and executive 

 Year Ended December 31,  

Metric 2012 2013 2014 

Revenue from embedded advertising (in thousands)  $150,000 $187,500 $234,375 
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producers for planning purposes. When determining the content it will produce, the news division operates 

independently; its executive producers, managing editors, producers, and reporters work together to select 

stories. Company policy also prohibits news employees from suffering any kind of punishment or 

retaliation for producing news that is critical of an advertiser.  

 

 Dream Forward Worldwide’s primary operations relate to producing entertainment for its three 

cable channels, Dream Forward, CTL, and IJTV, and those channels’ accompanying websites. Both WNN 

and OnDeadline.com are not permitted to provide any coverage of what the entertainment division 

produces—for example, reviewing original programming slated to appear on Dream Forward. Any member 

of the general public may access updated information about the companies Dream Forward Worldwide 

owns by visiting its website at DreamForwardWorldwide.com. 

  

 When producing news, it is sometimes necessary to quote sources anonymously. It is Company 

policy that news employees include comments from unnamed sources only in special circumstances and 

only when we could not otherwise obtain information news employees believe is reliable and newsworthy. 

Reporters must further investigate the claims made by the source granted anonymity in order to ensure, to 

the extent possible, its veracity. When describing anonymous sources in reports, journalists are required to 

provide enough information so that viewers can assess the reliability of the source.  

 

If anonymity is granted to a source, reporters, producers, managing editors, and all others 

associated with the news production in question will protect the source’s identity under all circumstances. 

Furthermore, news employees are not permitted to break laws while pursuing the news or to provide notes, 

interviews, documents, or other working materials to any third party unless legally compelled to do so. 

 

News employees are expected to respect the privacy of the general public, especially children and 

crime victims, when doing their jobs. When gathering news, we encourage news employees to use all 

publicly available resources. However, obtaining information unethically or illegally is grounds for 

termination.  

 

The amount of information news employees may disclose about people who appear or are referred 

to in content varies based on several factors, including whether or not the person is a public figure. For 

example, children appearing in a story covering their efforts to raise funds for underprivileged peers to 

attend summer camp would receive a different level of protection than a child appearing or referred to in a 

story about alleged sexual abuse. In the latter case, news reporters would not disclose the child’s identity. 

When practicable, parents or other authorized adults, such as teachers, are consulted before a child appears 

in a news story. 

 

We uphold these standards primarily to ensure we maintain the public’s trust in our reporting. We 

believe the policies and procedures we currently employ to prevent and detect potential problems and, 

when necessary, correct errors, are sufficient. However, if employees at any level fail to adhere to the 

internal standards, trust may be lost, which could lead to reduced ratings, lower advertising revenues, and 

other negative consequences related to our reputation or financial results. As such, we encourage all news 

employees to contact the appropriate executive producer or managing editor with any questions regarding 

their ethical obligations and responsibilities, even if the employees feel reasonably sure they know the best 

course of action. In addition, failing to adhere to our policies and procedures is grounds for termination, 

although each case is reviewed individually.    

 

Media Pluralism 

 

Gender and Ethnic Group Representation 

 

 When recruiting, hiring, and promoting employees at all levels, we focus on the match between 

the individual’s qualifications and the job requirements. We do not consider gender, race, or ethnicity. 

Currently, we have no plans to change this practice. In addition, we follow all relevant laws and regulations 

related to hiring.  
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Employee 

Category 

Gender (%) Race and Ethnicity (%)* 

Male Female NA White Black or 

African 

American 

Hispanic 

or 

Latino 

Asian Other NA 

Executives/Sr. 

Managers 
85% 15% 0% 83% 4% 8% 4% 3% 1% 

Professionals 62% 37% 1% 78% 5% 15% 4% 2% 1% 

All Others 56% 44% 0% 70% 7% 14% 6% 6% 3% 
*Percentages do not sum to 100% because the Equal Employment Opportunity Commission defines Hispanic or Latino 

as “a person of Cuban, Mexican, Puerto Rican, South or Central American, or other Spanish culture or origin regardless 

of race.”  

 

Within our news division, we do operate a small number of foreign bureaus. However, the number 

of Company employees within these bureaus is very small; the largest bureau, in London, has three. Data 

on these employees is included in the above table. 

 

Approach to Ensuring Pluralism in News Media Content 

 

As noted previously, we focus on qualifications when hiring employees. These qualifications may, 

at times, correlate with gender, race, or ethnicity. For example, an Asian person may be more likely to 

know an Asian language or to have studied Asian cultures in-depth, perhaps through study in childhood at 

home or through an extra-curricular activity. However, people of all races and ethnicities may have similar 

qualifications and experiences, perhaps by choosing an Asian-studies related major or having lived abroad 

in an Asian country. As such, it is these qualifications and experiences we use to make hiring decisions.  

   

News executives, managing editors, and other senior managers are expected to ensure that all 

relevant angles are covered in news media content, including opinions, where relevant, from a diverse set 

of sources. These executives and managers are also expected to ensure news content neither favors nor 

neglects the viewpoints of any particular racial, gender, political, cultural, or ideological group. However, 

we must also cover stories that viewers find interesting and germane to their lives and/or current affairs in 

general. As such, we cannot cover the entire, and ever broadening, range of issues or opinions affecting the 

world today. 

 

When selecting experts for interviews or to provide commentary, reporters and other members of 

the news staff use criteria related to the expert’s qualifications, such as education and experience, and to the 

expert’s ability to communicate clearly. The expert’s gender, race, or ethnicity is generally not a criterion 

for selection. In some cases, the vast majority of available experts may be one gender, race, or ethnicity. 

For example, many retired military generals, who provide expertise when covering various types of 

conflict, are men. We have no influence over these tendencies. Furthermore, we believe it would provide 

our viewers little to no value to select experts who are specific genders, races, or ethnicities but are 

otherwise unqualified to discuss a topic.  

 

An expert’s politics or ideology may be a qualification for selection in some cases. For example, 

when covering major elections, reporters will interview experts from the relevant parties, which include not 

just the Democrats and the Republicans but also Libertarians, Greens, and other groups. No specific group 

is favored or disfavored. However, not all viewpoints or ideologies may relate directly to a story or play a 

large enough role in a story to warrant coverage. Time and other constraints may prevent coverage of some 

opinions or groups. Still, news employees are expected to produce accurate, fair, objective, and truthful 

reports. 

 

Disclosing all of an expert’s associations is generally not possible within the time constraints of 

broadcast news. Many experts have multiple ties, such as those with current and former employers and/or 

clients and professional groups. Reporters select experts based on their ability to provide insight to viewers. 

Although these experts would ideally have no ties to particular groups or have professional or other 

interests in specific groups or organizations, finding such experts is extraordinarily rare. Experts are 

generally identified by the most relevant title given the context of the story.  
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As described in the previous section, news employees are expected to abide by the RTDNA’s 

Code of Ethics, which specifically address the importance of the independence of journalists. Our internal 

practices, also described in the previous section, support that independence of editorial content. All senior 

news employees are responsible for ensuring the employees they supervise adhere to both the Code and our 

internal processes. If any employee at any level suspects inappropriate behavior, he or she may contact a 

member of our in-house counsel dedicated to tracking and assessing these concerns. Complaints and 

concerns are treated with confidentiality.  

 

On an annual basis, an outside consulting firm reviews a sample of news reports from all 

departments within the news division to ensure the criteria for expert selection and other procedures are 

being followed. The report also assesses our success in representing the relevant ideological and political 

viewpoints. It is reviewed by network and news-division executives. When appropriate and necessary, 

these executives and other employees (such as managing editors) consider and implement changes. Aside 

from the policies and procedures described here, we set no pluralism-related targets. As such, no 

mechanisms are necessary to ensure they are met.     

 

We believe our news division operational practices help us share diverse viewpoints that are 

relevant to our viewers. It is possible that some viewers may be less likely to watch WNN or read 

OnDeadline.com because they feel the content is not relevant to them. That feeling may stem either from 

the topics covered or from the appearance of the on-screen news staff. However, with our strong emphasis 

on hiring highly qualified, experienced employees with thorough knowledge of their beats, we believe this 

feeling is unlikely to arise in a significant share of potential or actual viewers. 

 

Intellectual Property and Media Piracy 

 

 Number of Copyright Infringement Cases 

 

 Just as we respect the copyrights of others when producing news, we do so when producing other 

content, such as entertainment. We also defend our rights with respect to our original work. Although it is 

against Company policy to knowingly infringe on copyrights, and our legal team works hard to ensure this 

policy is followed, we are occasionally the target of copyright lawsuits. On occasion, we must also sue to 

protect our copyrights. Doing so is essential to protect the rights of our creative teams as well as our 

revenue streams, both of which are key to our continued operations.  

 

 Assuring Intellectual Property (IP) Protection 

 

 The Company produces original programming and licenses content, such as television shows and 

movies, from other producers. In both cases, we enter into a variety of different types of agreements to 

protect our IP rights and those of the content creators. The nature of these agreements varies based on 

multiple factors, including content type and industry standards. All these agreements include clauses in 

which the signatory warranties to Dream Forward Worldwide that he or she has not infringed upon the 

copyright of another party.  

 

 Direct Company employees agree that inventions, new technologies, and other potentially 

patentable products, systems, or services that they develop while employed by the Company belong to the 

Company. Such a provision is not included in agreements with suppliers or outside production companies.  

 

 Our in-house legal team—and to some extent, outside counsel—monitor content produced by 

other sources of all types, including books, short stories, films, television shows, photographs, and music to 

 Year Ended December 

31,  

Metric 2012 2013 2014 

Copyright infringement cases    11  4 7 

           Number successful     10  4 6 

           Number as copyright owner      7  4 6 
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ensure our copyrights are not being infringed. When the team identifies a potential copyright violation, it 

assesses its nature. As technology has evolved and social media channels have emerged, the importance of 

this assessment has grown. For example, children may make and post videos online of themselves singing 

the theme song of their favorite cartoon show airing on Dream Forward. Some of these videos may become 

highly popular. In general, the legal team would place a very low priority on attempting to have these 

videos removed. However, some copyright infringements do warrant legal action, and those cases are 

prioritized. For example, an author may self-publish a series of e-books online that are substantially similar 

to a television show produced by one of our networks. Or, pirates may record an original movie from one 

of our networks and subsequently sell access to the recording, be it online or on physical media.  

 

  In general, our IP strategy focuses on compliance-based approaches. We recognize that viewers 

may wish to record shows, miniseries, movies, or special events shown on our networks, either to watch 

them at a more convenient time or to save them for future re-viewing. We also recognize that some viewers 

or potential viewers may react negatively to companies that are excessively strict about controlling their 

content, especially in instances similar to the one described earlier of children making fan videos.  

 

Currently, we do not operate outside the United States and Canada, and we license only a limited 

amount of our content to foreign broadcasters. Nevertheless, our content may become popular in markets 

with less stringent IP protection, and we are currently exploring how to respond to this potential 

development. We may need to develop new pricing structures or other practices to effectively balance the 

demands in these markets with our need to protect our rights and revenues.  
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Table 1. Summary of Quantitative Accounting Metrics  

 Year Ended December 31,  

Disclosure Topic  Metric  2012 2013 2014 

Journalistic Integrity & 

Sponsorship Identification 

Amount of legal and regulatory fines and settlements associated with libel or 

slander (in thousands) 
$850 $0 $4,500 

Fact-checking expenses as a percentage of news production costs 7% 9% 9% 

 Revenue from embedded advertising (in thousands) $150,000 $187,500 $234,375 

Media Pluralism 

Employee 

Category 

Gender (%) Race and Ethnicity (%)* 

Male Female NA White 

Black or 

African 

American 

Hispanic 

or Latino 
Asian Other NA 

Executives/Sr. 

Managers 
85% 15% 0% 83% 4% 8% 4% 3% 1% 

Professionals 62% 37% 1% 78% 5% 15% 4% 2% 1% 

All Others 56% 44% 0% 70% 7% 14% 6% 6% 3% 

* Percentages do not sum to 100% because the Equal Employment Opportunity Commission defines Hispanic or Latino as “a person of Cuban, Mexican, 

Puerto Rican, South or Central American, or other Spanish culture or origin regardless of race.” 

Intellectual Property 

Protection & Media Piracy 

 

 

 

Copyright infringement cases    11  4 7 

Number successful     10  4 6 

Number as copyright owner      7  4 6 

 

 

 

 

Table 2. Activity Metrics Year Ended December 31,  

Metric 2012 2013 2014 

Total recipients of media in the U.S. (in thousands) 

 

45,732 47,291    48,873 

     Number of households reached by broadcast TV  0 0 0 

     Subscribers to cable networks (in thousands) 45,732 47,291    48,873 

     Circulation for magazines and newspapers 0 0        0 

 Total number of media productions and publications 

 

116 121 117 

    


