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Malone’s Impact: How Liberty’s Charter Deal Could Bring More Consolidation
John Malone is back. What it means for US cable, time will tell. But there’s already speculation that he may be looking to
build a controlling interest in Charter a la Sirius XM today and DirecTV back in the day. Liberty Media’s agreement to
purchase a 27% stake in Charter for $2.6bln isn't just a stake in a US cable company, but Liberty gets the right to desig-
nate up to 4 directors to Charter’s board. Malone, Liberty Media pres/CEO Greg Maffei, Liberty Global CTO, evp Nair
Balan and Barnes & Noble CFO Michael Huseby are expected to take those slots. Malone has made several comments
about US cable over the past few years, notably raising concern about sports rights in an L.A. Times interview last fall.
“We've got runaway sports rights, runaway sports salaries and what is essentially a high tax on a lot of households that
don't have a lot of interest in sports,” he told the paper. Will Malone’s influence at Charter be strong enough to shake up
programming costs? We're not the only ones speculating, with Morgan Stanley’s Benjamin Swinburne wondering in a
research note if a Liberty-backed Charter would take a “more aggressive approach to negotiations, including dropping
full suites of channels or pushing for sports networks to tiers” The MSO, led by former Cablevision COO Tom Rutledge,
has been noisier of late on programming costs, applauding Cablevision’s lawsuit against Viacom. And who can forget
Rutledge’s vivid “Deer Hunter’ comparison earlier this month (Cfax, 3/7). The Liberty deal also could clear the path for ac-
celerated wheeling and dealing. “Liberty’s board presence will maximize value at Charter by levered equity shrink longer
term,” ISI Group’s David Joyce told Cfax. “It would be logical to assume that Charter could be a consolidating vehicle for
the industry via system swaps, sales, and purchases, given its footprint in 25 states” That view is shared by Macquarie’s
Amy Yong, who wrote that rising programming costs are “squeezing” smaller players “into the arms” of larger operators.
“We are seeing evidence that smaller cable MSOs will either exit or merge with existing cable MSOs,” she wrote. “In ad-
dition, Charter can gobble assets at accretive prices, given its sizeable tax basis (Bresnan was 8.9x trailing EBITDA and
still accretive).” In a research note, ISI analysts said they believe the turnaround at Charter by its new(ish) management
team will make it the highest-growth US cable operator over the next 3 years. “We believe this could be a vehicle for Ma-
lone to help consolidate the US cable industry;” ISI said, noting Charter has 5min subs and just got the FTC OK to acquire
Cablevision’s Bresnan systems (766K PSUs). Shares of Charter were up another 2% at Tues’ close. Like other industry
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observers, ISI mused that this may not be the end, suggesting that Liberty’s holding in Charter could expand to more than
50% in a few years. Under the deal, Liberty agreed not to increase its beneficial ownership in Charter above 35% until
January 16 and 39.99% thereafter. Thus, for anything more, it will have to negotiate with Charter.

Charter-Liberty Specifics: Liberty is buying stakes held by investment funds managed by, or affiliated with, Apollo
Management, Oaktree Capital Management and Crestview Partners. Specifically, 26.9min shares and 1.1miIn war-
rants. Apollo’s Stan Parker and Darren Glatt along with Oaktree’s Bruce Karsh and Edgar Lee will leave Charter’s board
when the deal closes (expected to occur sometime after Charter’s *13 annual meeting of stockholders in 2Q). Crestview’s
Jeffrey Marcus will remain. Upon closing, funds managed by Crestview and Oaktree will hold approximately 7.4% and
2.2%, respectively, of Charter's common shares. Liberty expects to fund the purchase, which works out to $95.50/share,
with a combo of cash on hand and new loan arrangements. “Charter has all the elements of a Liberty Media investment,
leverage-able cash flow and a tax shield,” said Morgan Stanley analysts. In statements, Liberty pres/CEO Greg Maffei
praised Charter chief Tom Rutledge and his team for doing an “impressive job” turning around Charter, and chmn John
Malone remarked on the MSO’s market position and growth opportunities. “While we have made real progress, we are
still in the beginning of our effort to transform Charter, and we welcome the addition of Liberty Media as knowledgeable
shareholders as we grow our products, service capabilities, and market share,” Rutledge said.

Deals: NFL, looking to invest in media assets, is getting some help from the experts. The league teamed with Provi-
dence Equity Partners to form a global strategic partnership to invest primarily in sports and entertainment related me-
dia assets. Each is committing equity to the partnership, which they will operate jointly. The parties will target investments
of around $25min-$50min in private companies around the world, with the ability to make bigger investments as needed.
-- Comcast completed its $16.7bin acquisition of the 49% common equity interest in NBCU held by GE, according to an
SEC filing. It also completed $1.4bin in real estate agreements, including the purchase of 30 Rockefeller Plaza.

Big East: The soon-to-be-renamed Big East continued its 3-decade relationship with ESPN, announcing a new rights
deal that runs through 19 and "20, covering football, basketball and Olympic sports. Reports peg it at around $130min.
The agreement grants the net worldwide distribution rights across all media (including mobile). The existing agreement
runs through 13 while the *13-"14 season will be “a bridge year” for the conference’s basketball rights. Under the deal,
every conference-controlled football and men’s basketball game will be available via a TV or digital platform. ESPN also
can sublicense conference games across all sports for regional and national distribution. Finding a new name, rebranding
and finding a new venue for tournaments will be top priorities for the Big East, said conference commish Mike Aresco on
a press call Tues. By early May, the conference should have a new name that “reflects what the conference is and what

it is going to be,” he said. A remaining question for the league following the Catholic 7’s decision to split (and take the Big
East name) is how to divvy up money set to come in from exit fees, entrance fees and other revenues. Unlike some press
reports, there was no fight over revenue, Aresco said. The money will be equitably distributed, he said. “It's a straightfor-
ward process...We have collegiality in the conference.

At the Portals: The FCC Media Bureau is seeking comments on TiVo’s petition for a waiver of certain “Cable
Ready” requirements. It wants to sell all-digital DVRs that don’'t have analog tuners, claiming that the requirement to
have them hinders innovation, increases costs to consumers and serves as an unnecessary barrier to the market
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It’s that time of year again. Ok, it is really 6 months early, but this year CableFAX is shaking it up!

Nominate your colleagues, your boss or even yourself for the CableFAX100, and the Most Powerful Women and Most
Influential Minorities — all on a new easy to use consolidated form.

Nomination Deadline: April 12

| Visit: www.cablefax.com/nominations
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