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March 12, 2003

YIA HAND DELIVERY

Ms. Barbara A. Kreisman

Chief, Video Division

Media Bureau

Federal Communications Commission
445 12th Street, S.W., Room 2-A666
Washington, D.C. 20554

Re:  Applications for Transfer of Control of Hispanic Broadcasting Corp.,
and Certain Subsidiaries, Licensees of KGBT(AM), Harlingen, Texas
et al. (Docket No. MB 02-235, FCC File Nos. BTC-20020723ABL. et al.)

Dear Ms, Kreisman:

Yesterday you received the response of Univision Communications Inc.
(“Univision™) to your letter of March 10, 2003 in which you requested information
regarding Univision’s retention of an existing minority shareholder right in Entravision
Communications Corporation (“Entravision™). Univision's letter included material
relating to the Department of Justice that should not have been included.

Attached is a revised version of Univision's March 1 1, 2003 letter that has been
revised to delete three particular references to the Department of Justice on pages 2 and 6.
Please substitute this version of the March 11™ letter for the original, and remove any
copies of the original from the public record.

As the petitioners in this proceeding were served by hand with Univision’s original
March 11, 2003 letter and are also being served by hand with this revised letter, which
adds no additional material to the record, we trust that these deletions will not affect the
March 14" due date for petitioners to file any responses. Univision notes that the
petitioners will still have significantly more time to file any responses than the one-day
period in which Univision responded to your March 10" Jetter.
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We apologize for any inconvenience.

Sincerely,

LARTLA

Scott RB. Flick

National Hispanic Policy Institute (Via Hand Delivery)
¢/o Arthur V. Belendiuk, Esq.

Smithwick & Belendiuk, P.C.

028 Wisconsin Avenue, N.W.

Suite 301

Washington, D.C. 20016

Elgin FM Limited Partnership (Via Hand Delivery)
/o Harry F. Cole, Esq.

Fletcher, Heald & Hildreth, P.L.C.

1300 North 17" Street, 11" Floor

Arlington, VA 22209-3801

Hispanic Broadeasting Corporation (Via Hand Delivery)
¢/o Lawrence N. Cohn, Esq.

Cohn and Marks LLP

1920 N Street, N.W.

Suite 300

Washington, D.C. 20036-1622

Enclosures
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March 11, 2003

VIA HAND DELIVERY

Ms. Barbara A. Kreisman

Chief, Video Division

Media Bureau

Federal Communications Commission
445 12th Street, S.W., Room 2-A666
Washington, D.C. 20554

Re:  Applications for Transfer of Control of Hispanic Broadcasting Corp.,
and Certain Subsidiaries, Licensees of KGBT(AM), Harlingen, Texas
et al. (Docket No. MB 02-235, FCC File Nos. BTC-20020723ABL er al.)

Dear Ms. Kreisman:

This letter is to respond to your letter of yesterday, March 10, 2003, requesting
supplemental legal analysis regarding an existing minority shareholder right that
Univision Communications Ine. (“Univision”) currently holds in Entravision
Communications Corporation (“Entravision™) and which Univision will continue to hold
after its proposed merger with Hispanic Broadcasting Corporation ("HBC"). Consistent
with that right, Entravision is required to obtain Univision's consent before selling any
Entravision television station that is affiliated with Univision (the “Affiliate Sale
Consent™). This Affiliate Sale Consent, which was discussed three months ago in my
letter to you of December 9, 2002 (respondin g to your November 29, 2002 letter), is fully
consistent with prior Commission decisions finding that such rights, even when
considered in combination with vastly more extensive minority shareholder rights than
exist here, are insufficient to create attribution. As is discussed below, none of the
Commission cases mentioned in your letter raise any questions as to the propriety of such
a minority shareholder right, and in fact, the only case cited in your letter directly
addressing the issue explicitly - Telemundo Communications Group, Inc. — found such a
right to be entirely permissible and not attributable.

In the Media Bureau’s letter of January 24, 2003 notifying the parties that the
Commission was stopping the 180 day merger review clock on day 176 in order to permit
the Department of Justice’s own merger review to be concluded, the Media Bureau noted
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that it wished to consult with the Department of Justice on “novel issues” presented by the
merger. As indicated in our February 27, 2003 letter to W. Kenneth Ferree, Chief of the
Media Bureau, the Department of Justice has now concluded its review and the parties are
finalizing a consent decree that ensures the Department of Justice has no objection to
consummation of the merger.

As is discussed below, the Affiliate Sale Consent here at issue certainly does not
present a novel issue, as the Commission has ruled on a number of occasions that such a
right raises no issues of attribution, even when combined with other far more extensive
minority sharcholder rights. It is unclear why this issue is now being raised 45 days after
the Commission’s 180 day merger review clock was stopped at day 176 in order to consult
with the Department of Justice. Nonetheless, to eliminate any possible concern and
hopefully bring to a prompt conclusion the Commission’s processing of the merger
applications, below is a detailed discussion of the Commission’s prior treatment of
Affiliate Sale Consent rights as non-attributable interests.

As a general matter, the Commission has stated that “an affiliation agreement with
a network which is also an equity partner does not, without more, establish an attributable
interest, let alone control.” BBC License Subsidiary, L.P., 10 FCC Red 7926 at § 39
(1995). Thus, in National Broadcasting Company, Inc., the Commission held that a
network’s combination of a forty-nine percent equity interest along with its provision of
programming did not create an attributable interest in the licensee of an affiliated station,
even where the network also retained a veto power over various business transactions,
including the sale of the station or dissolution of the licensee. National Broadcasting
Company, Inc., 6 FCC Red 4882 (1991). These are the same basic shareholder rights that
Univision will retain under the consent decree here. As the Commission stated in the
NBC decision, “the fact that a network holds the minority interest is of no consequence
under the attribution rules.” Jd. at 4.

More recently, in Telemundo Communications Group, Inc., 17 FCC Red 6958
(2002) (“Telemundo IT'"), the Commission approved the transfer of control of eleven full-
power television stations from Telemundo Communications Group, Inc. to National
Broadcasting Company, Inc. (*"NBC™). In granting approval for this transfer of control,
the Commission reviewed and upheld as non-attributable numerous shareholder rights
held by NBC as a minority investor in Paxson Communications Corporation (“Paxson™).

The list of non-attributable rights retained by NBC in Paxson was sizable, and included
| the following:
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s A 32% equity interest in Paxson in the form of non-voting Class B preferred
shares that are convertible into Paxson common voting shares.

*  Warrants and a call option good for ten years that would allow NBC to acquire
additional Paxson stock and the “super voting™ control block currently owned by
Bud Paxson, if permitted by the FCC's rules.

¢ The right to nominate three members of Paxson's board of directors, and until such
nominations could be made, the right to have non-director ohservers attend
directors’ meetings on NBC's behalf. Furthermore, if the FCC’s rules change,
NBC will be able to directly appoint, rather than simply nominate, those directors.

¢ The right to approve Paxson's annual budgets, expenditures that would materially
exceed budpeted amounts, and amendments to Paxson’s budgets.

¢ The right to approve programming acquisitions, or the development of new
programs, that would constitute five percent or more of Pax TV's or certain
Paxson stations’ broadcast time in a given season.

e The right to approve Paxson agreements intended to exploit Paxson’s DTV
spectrum on & regional or national basis.

o The right to approve the sale of any Paxson station in a top-20 TV market.

* The right to approve the issuance of additional stock.

¢ The right to approve additional compensation (above $400,000 per year) of top
Paxson executives.

* The right to place on Paxson’s stations any NBC network programs that are pre-
empted by the local NBC affiliate, subject to a 35-hour per year prime time
maximum.

¢ The right to match any third party offer to purchase a Paxson station fa right of
first refusal).

¢ The right to convert Paxson stations to NBC affiliates subject to negotiation of
NBC affiliation agreements similar to those existing in comparable markets.

¢ The right to have Paxson explore the possibility of co-locating local Paxson and
NBC stations.

* In addition, NBC and Paxson entered into Joint Sales Agreements, Time
Brokerage Agreements, and a National Sales Agreement for the Paxson stations.
Under the terms of the Joint Sales Agreements, local NBC-owned or affiliated
stations operating in the same markets as Paxson stations sell substantially all local
and national (i.e., non-network) advertising on local Paxson stations.

* NBC holds covenants in financing agreements that limit Paxson’s ability to incur
additional indebtedness.
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See Telemundo IT at 1] 19-21, 41; Paxson Communications Corporation Request for
Declaratory Ruling (filed Dec. 4, 2001) at 3-9,

In assessing these minority shareholder rights afforded NBC, the Commission
stated that “these provisions mirror provisions that we have previously allowed to ensure
that non-voting, minority shareholders are able to protect their investments while avoiding
attribution.” Telemundo II at | 35 (citations omitted). It is also worth noting that while
the Commission found that NBC’s placement of its own employees on Paxson’s board
and the subsequent actions of those directors resulted in NBC temporarily having an
attributable interest in Paxson in violation of the Commission’s multiple ownership rules,
the Commission allowed NBC to continue to hold all of the interests listed abaove,
including the right to continue to nominate new members to Paxson's board, just so long
as they are not NBC employees or agents, Telemundo II at 1Y 40-41. Here, Univision has
surrendered entirely its representation on Entravision's board of directors, emphasizing
again how limited the minority shareholder rights Univision will retain in Entravision are
in comparison to the expansive rights the Commission has held to be non-attributable in
similar cases.

Even more directly on point is the Commission’s decision in an earlier transfer
involving Telemundo Group, Inc. In that case, the Commission approved a transfer of
control of Telemundo from its then-existing shareholders to a new entity composed of
three parties — Station Partners, LLC, with a 50.1% equity interest, Sony Pictures
Entertainment, Inc. with a 24.95% interest, and Liberty Media Corporation (“Liberty™)
which held the remaining 24.95% interest. See Letter from Barbara A. Kreisman to Tom
Davidson, Esq., et al., dated July 30, 1998 (“Telemundo I'") attached hereto as Attachment
1. As part of that transaction, Liberty and Sony proposed to jointly own the Telemundo
Network, with which all of the Telemundo stations were affiliated. However, because
Liberty had cable systems in many of the same markets in which the Telemundo
television stations were located, Liberty's interest in the Telemundo stations had to be
non-attributable in order to comply with the TV/Cable Cross-Ownership Rule. As
indicated by the attached exhibit from the underlying Telemundo application, Liberty

proposed to hold the following minority shareholder rights with regard to the Telemundo
stations:

* A 24.95% equity interest in the station group that could be converted into a
24.95% voting interest in the station group upon:

(a) a change in laws or regulatory policies that would allow Liberty to vote all
of its stock;
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(b) a sale of all of the controlling shareholders stock; or
(¢) the foreclosure of stock held by the controlling shareholder pursuant to a
stock pledge.
The right to nominate a representative to the station group’s board of directors.
The right to jointly nominate (with the other minority shareholder) a second
representative to the board of directors,
The right to approve the initial budget of the station group, and any future budgets
if the station group failed to meet certain financial performance standards.
The right to approve “[a]ny substantial change in the nature and scope of [the
station group’s] Spanish language broadcast business or the acquisition of an
additional broadcast station or other substantial business.”
The right to approve the station group’s issuance of additional debt or equity
securities.
The right to approve any merger, consolidation, or reorganization of the station
group.
The right to approve the sale of substantially all of the assets of any broadcast
station, or of any other assets with a price over 310 million.
The right to approve any action relating to the station group’s termination,
dissolution, liquidation, or winding-up.
The right to approve any step toward a station group bankruptcy, insolvency, or
similar filing.
The right to approve any related party transaction between a station and the station
group, its stockholders, or its affiliates, except for transactions between the station
group and the Telemundo Network, which Liberty and the other minority
shareholder would jointly own.
The right to approve any decision by a station group station “to enter into, amend,
take any action to terminate, or fail to renew any affiliation agreement (which
approval shall not be unreasonably withheld after applying commercial standards
of review prevailing among investors in companies comparable to [station group])
»

See Telemundo Application (FCC File No. BTCCT-19971230PE et al.) at Transferee's
Exhibit 6, attached hereto as Attachment 2.

The Commussion held that these interests, even in combination, did not create an

attributable interest in Telemundo, and granted the transfer application. Telemundo I at 4.
In comparison to Liberty’s lengthy list of minority shareholders rights, which prevented
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Telemundo from selling any station, acquiring any station, or altering any station’s
network affiliation, while also providing Liberty with representation on the board of
directors, the two limited minority shareholder rights Univision proposes 1o retain here -
consent rights over major corporate actions like merger and dissolution, and the Affiliate
Sale Consent — are absolutely paltry in comparison.

As demonstrated by these cases, this particular minority shareholder right is far
from novel, but rather is a right often held by networks with minority interests in licensee
entities, particularly where the stations involved are affiliated with that network. More to
the point, such rights have consistently been found by the Commission not to create
attribution. To allow entities such as NBC to repeatedly hold such minority shareholder
protections as non-attributable interests while suggesting that Univision’s far more limited
minority shareholder rights may create attributable influence is inconsistent with the
bedrock principal articulated in Melody Music that similarly situated parties should be
afforded equal treatment under the law. See Melody Music v. FCC, 345 F.2d 730 (D.C.
Cir. 1965). In addition, such disparate treatment would directly hinder the ability of
minority-oriented and fledgling networks like the Univision and Telefutura networks to
compete on a level playing field with those networks that receive the benefit of such non-
attributable minority shareholder rights.

Finally, Univision notes that your letter appears to suggest that the Media Bureau’s
concern over the Affiliate Sale Consent right is connected to the fact that most of
Entravision’s 17 full power television stations are affiliated with a Univision network and
are therefore subject to the Affiliate Sale Consent. However, the Affiliate Sale Consent is
a far less extensive minority shareholder right than those discussed in the cases above,
where the requirement of minority shareholder consent for a station sale generally applies
to all stations held by an entity, and not just to those affiliated with the minority
sharcholder’s network. Such a right clearly has a legitimate business purpose entirely
unconnected to any desire or ability to influence the day to day operations of Entravision.
Moreover, Univision notes that while the majority of Entravision’s 17 full power
television stations are affiliated with a Univision network, Entravision’s 54 radio stations
are not. That less than one-quarter of Entravision’s broadcast stations utilize Univision
programming hardly presents unique circumstances suggesting that the Affiliate Sale

Consent right here should be treated any differently by the Commission than it has been in
other cases,

We hope that this additional information resolves any concerns you may have
regarding the Affiliate Sale Consent. Also, as requested in your letter, attached hereto as
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Attachment 3 is a copy of a Certificate of Designations that was provided to Univision
earlier today by Entravision evidencing the precise minority stock interest and rights that
Univision will hold in Entravision subsequent to the HBC merger. With the provision of
these materials, we ask that the Commission promptly grant the merger applications,
which require neither rule waivers nor special treatment of any kind, but merely
processing pursuant to the same standards applied to all applicants.

Sincerely,

ARl

Scott R. Flick

ce: National Hispanic Policy Institute (Via Hand Delivery)
¢/o Arthur V. Belendiuk, Esg,
Smithwick & Belendiuk, P.C.
5028 Wisconsin Avenue, N.W.
Suite 301
Washington, D.C. 20016

Elgin FM Limited Partnership (Via Hand Delivery)
c/o Harry F. Cole, Esq.

Fletcher, Heald & Hildreth, P.L.C.

1300 North 17™ Street, 11" Floor

Arlington, VA 22209-3801

Hispanic Broadeasting Corporation (Via Hand Delivery)
¢/o Lawrence N. Cohn, Esq.

Cohn and Marks LLP

1920 N Street, N'W.

Suite 300

Washington, D.C. 20036-1622

Enclosures



DECLARATION

I, C. Douglas Kranwinkle, do hereby declare under penalty of perjury that the followin g
is true and correct. Iam Executive Vice President and General Counsel of Univision
Communications Inc. (“Univision™ » the proposed transferee of Tichenor License Corporation, et
al., licensee of radio station KGBT(AM), Harlingen, Texas, er al., in FCC File Nos. BTC-
20020723ABL, et al,, MM Docket 02-235. 1 have reviewed Univision's letter response to the
Commission’s March 10, 2003, inquiry regarding the pending applications for transfer of control
of Hispanic Broadcasting Corp. and certain subsidiaries. The facts stated therein, except those
based on official records or corporate documents, are true to the best of my personal knowledge

and belief.

C. Douglas Kranwinkle
Executive Vice President and General Counsel
Univision Communications Inc.

Dated: 3/11/03
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Federal Communications Commission
Washington, D.C, 20554

JUL 30 1938

Tom Davidson, Esq.

Akin, Gump, Strauss, Haver & Feld
1333 New Hampshire Avenue, N.W.
Suite 400

Washington, D.C. 20036

Mace J. Rosenstein, Esq.
Hogan & Hartson, L.L.P.
Columbia Square

555 Thirteenth Street, N.W.
Washington, D.C. 20004

Clifford M. Harrington, Esq.

Fisher, Wayland, Cooper, Leader & Zaragoza, L.L.P.
2001 Pennsylvania Avenue, N.W.

Suite 400

Washington, D.C. 20006

Re: File No. BTCCT-97123-PA-QC

Dear Parties;

This letter refers to the applications filed on December 30, 1997, (the "Application") secking Commission
consent to the transfer of control of Commission licensee Telemundo Group, Inc., ("Telemundo™) , from
its current shareholders to TLMD Station Group, Inc. ("TLMD").! A tim ely petition to deny the
application was filed on February 17, 1098 by Univision Communications, Ine. ("Univision™), the licensee
of stations that compete with the Telemundo stations and a competitor of the Telemundo network. TLMD
and Telemundo filed oppositions to the petition and Univision filed a reply. Various responsive and
supplemental pleadings were thereafter filed by the parties, all of which were considered herein. For the
reasons stated below, we grant the application.

The Parties. TLMD is a new corporation that, under the proposed transaction, will own and vote 100%
of the issued and outstanding stock of Telemundo. At the time the merger is consummated, TLMD will
have 1,000 shares of issued and outstanding voting stock, which will be owned 50.1% by Station Partners,
LLC ("Station Partners"); 24.95% by Liberty Media Corporation ("Liberty"); and 24.95% by Sony Pictures
Entertainment, Inc. ("Sony"). The applicants assert that this breakdown will make Station Partners the
single majority shareholder of the new entity,

At the time of closing, Station Partners will be a Delaware limited liability company, owned 68% by the
Apollo Investment Fund 111 ("Apollo ") and 32% by Bastion Capital Fund, L.P, ("Bastion"). Apollo
IIT and Bastion are composed of current investors in Telemundo. Through Apollo III and Bastion, Station
Partners will be owned 1.18% by alien limited partners.

Liberty is a wholly-owned subsidiary of Tele-Communications, Inc. ("TCI"), which is 4.4% alien owned.
Sony is a subsidiary of the Sony Corporation, which is a Japanese corporation owned 84.1% by aliens.

' A complete list of the stations 1o be transferred js artached as Exhibit A.



The Transaction. TLMD wil] acquire all of the issued and outstanding stock of Telemundo, Following
the transaction, Telemundo will remain the parent of the various station licensees, but wi|| become 2
wholly-owned subsidiary of TLMD.

There are two parts to the transaction. [n addition to the acquisition of Telemundo and jis subsidiary
licensees by TLMD, Liberty and Sony will form a company ("Network Company"), which wil| acquire
and operate the network Programming and affiliate operations of Telemundo and acquire all of the
associated assets., Network Company will not acquire those assets necessary for TLMD g operate its
stations. At the end of the transaction, Network Company will be comprised of the network assets and

Company will be owned wholly by Sony and Liberty on a 50/50 basis, without any ownership interest
by Station Partners or the current principals. There is no indication that Network Company will hold or

The money for the purchase price of the existing Telemundo stock js to be supplied by the shareholders
of TLMD in proportion to their ownership interests in TLMD (ie 50.19 by Station Partners, 24 9502
each by Sony and Liberty.) Under the agreement, there is a put/call option whereby, 5 years after closing,
Station Partners can exercise a put with respect to Sony/Liberty and/or Sony/Liberty can excrcise a call
against Station Partmers for all of Station Partners’ stock, With certain limited exceptions, neither Station
Partners, Sony nor Liberty can sell their stock or subject it to a lien during the 5 year period, unless
ordered to by a state or federa) authority or unless the sale is 10 one of their own affiliates or pursuant to
their own corporate sale or reorganization. Stock sold pursuant to government order will have limitations
on its voting rights, The ability of the parties to exercise the put/call options is subject to FCC and any
other required governmental approval. If any party pledges its stock, the pledgee cannot foreclose before
the 5 years and must pravide 10 days notice of foreciosure,

TLMD will have a nine member board of directors. Four directors wil] be designated by Station Partners,
two will be designated by Sony, one will be nominated by Liberty (and subject to election by a majority
of TLMD stockholders) and two wil] be independent directors. Of the two independent directors, one will
be nominated by Station Partmers and one will be nominated Jointly by Sony and Liberty. Independent
directors must be approved by all parties. A director may only be removed by the party which designated
or nominated that director, Independent directars may only be removed by the agreement of al] the
parties,

Several corporate management decisions, styled "major decisions,” require either super-majority or
unanimous shareholder, not director, approval, For example, the hiring and firing of the Chief Executive
Officer and Chief Financial Officer require the agreement of Station Partners and Sony, but not the
involvement of Liberty. Also, any substantial change in the scope of TLMD’s Spanish language
programming business, acquisition of additional stations, the issuance of equity or debt securities, any
MErger or reorganization, any transaction in excess of $10 million and any change in affiliation agreements
will require unanimous consent of the shareholders,

As part of the transaction, Liberty proposes to give Station Partners an irrevocable voting proxy for its
entire voting interest, leaving Liberty with no voting interests. This will leave the voting interests divided
between Station Partners (75.05%) and Sony (24.95%). The proxy does not apply to any of the "major
decisions” discussed in the above paragraph ?

* The applicants rely on 47 C.F.R. § 73.3555, Note 2(f) for their contention that the voting proxy
they propose is sufficient to insulate the interests of Liberty from cross-ownership or cross-interest
concerns. Note 2(f) refers to the treatment of non-voting stock for attribution purposes. The stock at
issue, although proposed to be held in an irrevocable voting proxy, is voting stock and Note 2(f) is
inapplicable. However, in light of our findings that TLMD complies with the alien ownershi p restrictions
and with our cross-ownership and cross-interest rules, without consideration of the effect of the proxy, we



Alien Ownership. As noted above, Station Partners will be owned 1,189 by aliens, while Liberty is 4.4.9%
alien owned and Sony is 84.1% alien owned. The applicants correctly contend that the multiplier should
be used to calculate whether the equity alien ownership interest in TLMD would exceed the permissibe
levels. Citing BBC License Subsidiary, 10 FCC Red 10968, 10973 ( 1995Y; Wilner & Scheiner, 103 FCC
2d 511, 521 (1985). Using the multiplier, the equity alien ownership Percentages are: Statjon Partners
0.59% (50.1% x 1.18%); Sony 20.98% (24.95% x 84.1%); and Liberty 1.1% (24.95% x 4.49),
Combined this brings the alien equity ownership interest 1o 22.67%, which is below the 25% permissible
level under the statute, See Communications Act of 1934 a5 amended § 310(b).?

Calculation of voting interests yields a slightly different resut. Due to the importance of voting control
in determining the actions of a licensee, we do not employ the multiplier in the calculation of aljen voting
interests of a shareholder in 4 corporation when that shareholder has more than 50% of the voting interest
in the entity. BBC, 10 FCC Red at 10973, Therefore, alien voting interests in TLMD under the proposed
transaction are as follows: Station Partners 1.18% (multiplier not used because voting interest in licenses
exceeds 50%); Sony 20.98% (24.95% x 84.1%); Liberty 1.1% (24.95%, 4.4%).' Combined thjs brings
the total alien voting interest 1o 23.26%, which is below the 25% permissible level under the statute. See
Communications Act of 1934 as amended § 3]10(h).

Univision argues that becayse Sony is contralled by a Japanese corparation, it should be treated as though
it is 100% alien owned, even though 16% of its stock is owned by Americans or American entitjes. We
believe that Univision's Interpretation is incorreet. The cases it cites deal with the general proposition that
alien ownership cannot exceed permissible levels, but do not address the novel interpretation of the use
of the multiplier that Univision advances. We believe it s entirely proper to apply the multiplier to
caleulate the level of alien equity interest in a particular entity, even if the party holding the interest is a
foreign corporation. As our analysis indicates, application of the multiplier reveals that the parties are jp -
compliance with the aljen ownership restrictions, in regard to both equity and voling interests,

Cross-Ownership and Cross-Interest. Univision contends that, in spite of the presence of Station Partners
as a single majority shareholder and the attempts by the applicants to insulate Liberty's interests in TLMD,
those interests should be attributable. Because of Liberty’s involvement in various cable and broadcast
entities in the same service areas as the Telemundo stations, Univision contends that this attribution will
cause violations of our cross-ownership and cross-interest rules. The applicants reply that this js incorrect,
relying for their contentions on the single majority shareholder statys of Station Partners and on the voting
proxy they propose to use to insulate the interests of Liberty.

do not need to discuss whether jt would serve to insulate Liberty’s holdings.

' Univision contends that the applicants have not provided the required shareholder studies to support
the alien ownership percentages reported in the application. We note that Liberty has performed a random
survey of its shareholders to determine the leve| of alien ownership in it, This approach has been
approved in previous Commission proceedings. AfCT Communications, 9 FCC Red 3960 (1994), Sony
has estimated alien own ership based on shareholder addresses, which we approved in WWOR-TV, 6 FCC
Red 6569 (1991). Station Partners has surveyed all of jis investors to ascertain jts alien ownership levels,
Therefore, we reject Univision’s contention that the information regarding alien ownership is unreliable,

* As noted in Footnote 3, supra, we did not need to consider what effect, if any, the voting proxy
would have on the level of alien voting interests in TLMD.

3



Under 47 C.F.R. § 73.3555, Note 2(h), minority stock interest is not cognizable if more than 30% of the
outstanding voting stock of the proposed licensee is held by one shareholder. In this case, Station Partners
holds 50.1% of the voting stock of TLMD, rendening the interests of Liberty and Sony non-cognizable
for attribution purposes. Univision contends that the shareholder protections afforded to Liberry destroy
this insulation. We disagree. The shareholder protections proposed in the application do not give Liberty
any power to influence the day-to-day operation management and operations of the TLMD station group
and, under Commission precedent, do not cause Liberty’s interest to become attributable. For example,
Liberty’s right to nominate, not designate or elect, a director is consistent with the involvement we
previously have permitted by a non-attributable investor. See, e.g., BBC, 10 FCC Red at 7297, Univision
Holdings, Inc., 7 FCC Red 6672 (1992). We also note that TLMD has made an affirmative representation
that Liberty and Sony would not be involved in the day-to-day operations of the stations. See Letter of
Edward York, President TLMD Station Group, Inc. to Barbara A. Kreisman, Chief, Video Services
Division, Mass Media Bureau, dated June 4, 1998. The other investor protections in the transaction are
consistent with those permitted to a non-attributable shareholder in other proceedings. See Roy M. Speer,
11 FCC Red 14147 (1996), modified 11 FCC Red 18393 (1996); BBC, 10 FCC Red at 7297: Cuincy D.
Jones, 11 FCC Red 2481 (1995).

Univision makes an additional argument that the cumulative effect of Liberty"s interest in and relationships
to TLMD should make the interest attributable. For this position, Univision relies completely on
speculation about the future conduct of Liberty in which it may unfairly favor TLMD and does not
provide any precedent to support its interpretation of how the law should be applied. As we stated in
another proceeding:

[Pletitioners are essentially asserting that in the future the Buver will be operated or
controlled in a manner inconsistent with our requirements or with the representations
made by the Buyer in the applications and in affidavits, In the absence of properly
supported specific allegations of fact to support a contrary conclusion, we do not assume
that an applicant will not faithfully carry out its representations or that (an applicant] will
be operated or controlled in a manner that differs from the [transaction] under
consideration,

Univision, 7 FCC Red 6675. No such factual allegations have been made here and we reject Univision's
contention that Liberty’s interest is attributable and that the transaction violates the cross-ownership rule,

Univision next contends that the transaction violates the Commission’s cross-interest policy because cable
systems attributable to TCI will overlap with stations owned by the TLMD and by USA Broadcasting
(formerly HSNi, in which Liberty has an interest.) The Commission’s cross-interest policy prohibits the
common ownership of an attributable interest in one media outlet and a non-attributable, but "meaningful"
interest in another media outlet "serving substantially the same area." Reexamination of the Commission's
Cross-Interest Policy, 4 FCC Red 2208 (1989).

Station Partners is the single majority shareholder of TLMD and, therefore, we do not find Liberty’s level
of ownership to be "meaningful” for cross-interest purposes. Furthermore, we have already found that
Liberty’s interest in USA Broadcasting, Inc.’s stations is not a "meaningful" interest and Univision has
presented no evidence to disturb that conclusion. See Roy M. Speer, 11 FCC Red 14147 {1996). Finally,
although Univision has once again asserted that the proposed transaction would result in anti-competitive
conduct because of cross-interest violations it has not supported that assertion with any facts and has
instead relied on pure speculation. We reject Univision's arguments.

Anti-competitive Behavior. Univision has made a number of allegations that the parties to the application
will engage in anti-competitive behavior to protect their interest in TLMD. They have not provided any
facts to support these allegations, As discussed above, the Commission assumes that parties before it will
follow the law and will not deny an application based on unsupported allegations to the contrary.



Character Issues. Univision has made several broad allegations that the applicants’ conduct indicates they
do not possess the requisite character to be Commission licensees. For this proposition, Univision claims
that the applicants’ falsely certified they were in compliance with the alien ownership restrictions and that
they lacked candor regarding the details of the transaction. We disagree with Univision. The applicants
did rely on a misinterpretation of the application of the multiplier in determining whether they complied
with the alien ownership restrictions, but there is no evidence of any bad faith in their reljance. The
applicants also revised their statements regarding the amount of alien ownership in the various parties to
the application. Although we admonish parties that they should take great care in determining the level
of alien involvement prior to filing any application with the Commission where that is an issue, any
allegations of misconduct are severely undercut by the thorough and voluntary amendments on that point
submitted by the applicants. Presumably, if the applicants intended to deceive the Commission, they
would not have been the parties to call any errors in the application to the staff's attention and then 1o
correct those errors. Finally, Univision contends that the applicants attempted to conceal the creation of
the Telemundo Network separate from TLMD from the Commission. In light of the fact that the
applicants submitted the contract that would create the Telem undo Network as part of the Application, we
do not find Univision®s contention credible.® Therefore, we reject Univision’s argument on this point,

Accordingly, IT IS ORDERED, that the application to transfer control of Telemundo Group, Inc. from
its current shareholders to TLMD Station Group, Inc. is GRANTED and that the petition to deny filed
by Univision Communications, Inc. is DENIED.

Sincerely, »:
.Q G s
arbara A. Kreisman

Chief, Video Services Division
Mass Media Bureay

* Univision’s contention in its Supplement to Petition to Deny that matters raised in other proceedings
buttress its character arguments is unavailing. The decision in KDTV License Partnership, CSR-5196-M
(May 22, 1998), which Univision claims demonstrates TCUl/Liberty’s propensity to deceive, did not even
discuss TCI's character. Univision also cites to a complaint the Department of Justice has filed against
TCI and other parties as proof of its allegations. We note, however, that the document is simply a
complaint and no findings have been made regarding it. Finally, Univision tries to show that the May 12
Amendment, which provided some additional, unsolicited information regarding the applicants shows an
attempt to deceive the Commission. In light of the voluntary nature of the information supplied and jts
lack of decisional significance, Univision’s assertion is without merit,
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TRANSFEREE EXHIBIT NO. 6
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In addition to the document listed in Transferor Exhibit Ne. 2, the following
documents, copies of which are attached hereto, relate to ownership rights or future

ownership rights:

(1) Agreement berween Apollo Investment Fund 111, L P., Bastion Capital Fund, L.P.,
Sony Pictures Entertainment Inc., and Liberty Media Corporation dated as of
November 17, 1997, as modified by an agreement between Liberty Media
Corporation, Apollo [nvestment Fund II1, L.P., Bastion C apital Fund, L.P., and Sony
Pictures Entertainment Inc., dated as of November 24, 1997 ("Agreement™);

(2) Articles and By-laws of TLMD Station Group, Inc.;' and

(3) Liberty Media Corporation's irrevocable proxy to Station Partners, LLC;

L.—l}ﬁhw;\i.-nf. e e heel 1."-'-3'1'-‘-1“”.'?: chichoet e ol oot 109 .:;
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! The Articles and By-laws of TLMD Station Group, Ine. will be amended to conform to the Agreement.

The amendments to the Articles and By-laws will be filed with the Federal Communications Commission
upon completion.



AGREEMENT

AGREEMENT .cated 25 of Novemper I, 1997 (the " Auresiment’) py
and amony Apoello Investment Fund L. L.P {"Apolle Fund”). Bastion Capital Fund
L P ("Basuon Capual™). Liberty \Media Corporation. a Delaware :orperauon
("Liberty”). and Sony Pictures Eatertainment Inc . a Delaware corperation | ‘SPE™)

WHEREAS. the parties have determined that it 1510 their respective best
Interests 1o submit a proposal (the “Bid™) for the acquisiion (the "Acquisition”) of all of
the outstanding shares of capital stock of Telemundo Group. Inc.. a Deldware
corporation (the "Company”). by a Delaware corporation (“Station Co.~ ). 10 be formed
by (i) Apollo Fund. and/or one or mare other Apollo Entities (as defined below)
tcollectively. “Apollo”). (1) Basnuon Capital and/or one or more of its affiliates {as
defined in Rule 403 ("Rule 05"} under the Securities Act OF 1933, as amended (the
“Securities Act’)) or related persons (including for this purpose. investment funds
3dvised by Basuon Capual and 1ts affiliates) tcollectively “Bastion™), (iii1 a subsidiarv of
Liberty. and (1v ) a subsidiary ot SPE For purposes of this Aureement, " Apollo Ennties”
means. collectuvely. Apollo Advisors. L P . Apollo Management. L P . or any investment
tund or investment account over which Apello Advisors. L.P. Apollo Management,
L P . or any of thewr respective arfiliates or pnncipals (directly or through an investment
management or investment adwisory arrangement) have the power 1o direct the
investment decisions;

WHEREAS. Liberty and SPE wish to ensure the continued parucipation
of Apoilo and Bastion in the Campany. and

WHEREAS. Apollo Fund and Bastion Capital recognize the unique
Senefits of a strategic alliance with Libertv and SPE and wish 1o secure the participation
of Liberty and SPE in the Company and to have Liberty and SPE or an enuity to be
formed by Liberty and SPE for the purpose of acquinng and operating the network
programming and affiliate operations of the C ompany ("Network Co.™) enter into certain
arrangements with the Company

L

A NOW. THEREFORE, for good and valuable consideration, the receipt
and sufficiency of which 13 hereby acknowledged and intending 1o be leyally bound
herebry, the parties hereto agree as tollows:
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(a) Apeilo and Basuon srail sarm an enuty | ‘Stauon
Holdings™) in which Apoilo snall have an €COnaimic and vouny interest ot not less than
56 67%s and Bastion shall have the remaiming £z 2nomic and vounyinterest  ipoilo 3ad
Bastion hereby agree that they shall cause Station Holdings 1o purchase prior to the
consummation of the Acquisition (the "Closing”) for an amount in cash determined
pursuant to Section 2 (the "Equity Purchase Price”) not 10 exceed $125 million such
number of shares of Common Stock. par value S 01 per share tthe *Comman Stock "),
of Station Co. that represents at the Closing a 50 14 interest in Station Co  In additon,
Station Holdings shall receive at the C losing. for no additional consideration. rights (the
“Rights”) with respect 10 membership or partnership interests in Netwark Co (the
“Network [nterest”) that represent 10% of the Network Interests outstanding at the
Closing at an aggreyate stirke price equal to 10% of the aggrevate Nerwork Interest
Prices paid by Liberty and SPE pursuant ro Section I{d). in each case arter giving erfect
'0 the issuance of the Rights as if the Network Interests represented therebv had been
'ssued for an amount equal to the sinke pnce  The stnke prnce shall be propartionately
idjusted 10r (1) any equity investments made by Liberty or SPE in Network Co. (with
non-cash in\ estments valued at the fair market 1 alue thereof) subsequent 10 the Closing
and (1) distnbutions made to Liberty or SPE. ather than (x) distrnibutions made parsuang
to the constituent documents of Network Co. (which documents will contain terms
consistent with the terms of the Nerwork Agreement. dated as of Novemnber |0 1997,
between Liberty and SPE) in respect of taxes pavable on the income of Network Co and
(v} distnbutions in which all holders of interests in Network Co -including holders of the
Rights. participate on a pro ratg basis (as adjusted. the "Stnke Price™) Any loans 1o
Metwork Co. by Liberty or SPE or their respective affiliates shall bear interest not in
excess of [0% per annum and shall have other terms customary for such loans.

(b)  Liberty herebv agrees that it will purchase prior 10 the
Closing for an amount in cash determined pursuant to Section 2 (the “Liberry Equity
Purchase Price”) not to exceed $62.250% mullion such number of shares of Common
Stock representing a 24 95% economic and voting interest in Station Co. n addition.
Liberty shall, as the Closing. grant to Station Holdings a proxy to vote shares of its
Common Stock representing. at any time, the number of shares of Common Stock in
excess of 4.99% of the outstanding Common Stock. or such fewer number of shares as
i3 consistent with the requirements of the Communications Act of |984. a5 amended (the
“Communications Act®) and the rules and regulations of the Federal Communications
Commussion (the “FCC") thereunder. provided. that. if at any ume Liberty may vote any
percentage of Common Stock in excess of or less than 4 99% consistent with the
requirements of the Communications Act and the rules and regulations of the FCC. such

"
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proxy shall be limited to the nuimber or shares representing the JuTerence =ereen e
number of shares of Common Stock ¢ivned by Liberty and the number ot shares ur
Common Stock representing the perceniage wnich Licerty 1s permitted 1o . ute

(c) SPE hereby agrees that it will purchase =rior to :me
Closing for an amount in cash determined pursuant to Section 2 (the ‘SPE Equity
Purchase Price”) not 1o exceed $62 250% mullion such number of shares of Cammon
Stock representing a 24 93% economic and voting interest in Station Ca '

rd} Liberty and SPE each herebv agree to purchase for 523
million in cash (or such yreater amount asis required pursuant to Section 2) the Network
Interest that represents at Closing 50% of the equity interests outstanding in Network
Co (such price hereinatier referred 1o as the ~“erw ork Interest Price™). provided.
however. that the calculation of such percentage shall not take into account the Rughts
“etwork Co shall purchase from the ompany and its subsidianes the Netwark Assers
ras detined below) for a purchase pnce of 550 million {or such greater amount as
described in Section 2). Tu the extent that any cash taxes are pasable as a result of such
transfer. the parties ayree 10 work together to minimize the impact. For purposes of this
Agreement. “Network Assets” means the capital stock of Telemundo Network. Ine. (or.
at the election of Network Co. the assets of Telemundo “etwork. Inc. and its
subsidiaries) and the other assets of the Company and its subsidiaries {in each case
excluding cash and accounts receivabie) used in the nerwork programming. affilianon,
network advertising sales and network marketing operations ot the Companv and its
subsidianes. including. but not limited 1o all nghts to names. logos. trademarks and other
inteflectual property unlized by the Company in connection with the Telemundo Network
and all station affiliation agreements The Nerwork Assets shall not include anv assets
necessary to conduct the business of Station Co. as contemplated to be conducted afier
the Closing and. to the extent that any assets are shared berween Station Co and
“etwork Co.. the parties agree to work together to appropnately allocate such assers
betw een them.

i 133ign i

As promptly as practicable following the date hereaf’ the parues hereto
shall submit the Bid to the Company and Lazard Freres & Co Inc . financial ads isar (o
the Company. Liberty, SPE and Apolle {on behalf of Station Holdings) agree that the
inifial Bid shall be $39 per share of common stock of the Company, which Bid will be
financed as set forth in Exhibit A. The aggregate equity commitment of the parues 10
Station Co. in connection with the initial Bid shall be $250 million (the *Total Equity”’)

k3
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Liberty. SPE and Station H:‘Ildmdmr it st tormed at the tune o such determination

Apollo) shall jointly determine the amount and terms of anv subsequent Bid lincluding
whether any such Bid 1s made and « nether anv candimons specified in anv previous Bid
will be waived or amended) Each 2amy agrees that it will aet in uood faith to arrive 3t
aureement and not unreasonably object 10 such t=rms if the resulting capitalizatwon of
Stanan Co s consistent with that described herein  The Equuty Purchase Price. :he
Liberty Equity Purchase Price and the SPE Equity Purchase Price in connection with the
Bid or any subsequent Bid shall be determined by multiplying the Toral Egquity with
respect (o any Bid by 0 S010. 0 2495 and 0 2495, respectively, subject to the maximum
amounts specified in Section | [nthe event that any subsequent Bid would require total
funding in excess of the amounts set forth in Exhibit A. then (i) the first $14 8 million
of any such additional funding shall be provided. () to the extent possible. by third panv
debt financing on terms and condiions reasonably sausfactory to Liberty, SPE and
Station Heldings. and (v) to the extent such debt financing is not available, by
contnbutions to Station Co. by the parties in the respective proportions set forth in the
immediatelv preceding sentence. and (i) the balance of anv such excess shall be funded
{%) 30" bv an increase in the purchase price for the Network Assets [which shall be
funded by an increase in the Metwork Interest Pnce paid to Network Co ) and (y) 50%
by additional equiry contnbutions to Statien Co bv the parties in the respective
proportions s&t forth 1n the immediately preceding sentence. In no event shall the toral
tunding requirements ¢xceed 5750 million

3 Resincuions on Transters by Station Holdings. Stanion Holdings

shall not sell. assign. convey. transier, pledge. subject to lien or otherwise dispose or
encumber. whether directly or indirectly (including. without limitation. by way of anv
transter of'an interestin Station Holdings) (" Transier™). its Common Stock or the Righs.
except as expressly set forth in this Section 3

(a) After the fifth anniversarv of the Closing. Station Holdings
shall have the nght exercisable at any ume as set forth herein to sell to Liberty and
SPE. and. if Station Holdings elects 1o exercise such nght pursuant to this Section 3{a).
Liberty and SPE shall each have the several obligation to purchase, for cash or
Marketable Securities (a3 defined below) or a combination thereof. a1t the option of
Liberty or SPE. respectively. from Station Holdings. all of the Common Stock owned
by Station Holdings. Each of Liberty and SPE shall be obligated to purchase 30% of
such Common Stock. which obligauons shall be several and not joint. The aggregate
purchasa price for the shares of Commen Stock owned by Station Holdings shall equal
the Appraisal Rrice (as defined herein) multiplied by a fraction. the numerator of which
is the number of shares of Common Stock owned by Station Holdings (on a fully diluted
basis) and the denominator of which is the total number of shares of Common Stock of
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Staton Co vutstanding. vn a fully dilured basis tthe Statwn Co Purchase Price |
iWapplicable. the Minimum \'alue or the M faxvimum \ alue determined pursuant to Sec:ion
Hd)below Toexercise s nets under this Section iay, Sranen Holdinus snall dei er
to Liberty and SPE at the addresses st forth in Section | F zereaf 3niresucable noqce
of its election to sxercise such Fieht tthe “Put Nonce') If anv Put Nonce o stven
pursuant to this Section jia). Libeny and SPE shall also purchase the Rughts at an
amount equal o the difference (which shall not be less than zero) between (<) the
Network Appraisal Price multiplied by a fraction, the numerator of which is the number
of Network Interests represented by the Rughts and the denominator af which 1s the total
number of all then outstanding Network Interests (computed on a rully diluted basis and
assuming issuance of the Network lnterests represented by the Rights) and (v :he
agyregare Stnke Price of the Rivhts (the “Nerwork Co Purchaze Prnce”)

th) Afierthe tifth anniver:arv ofthe Closing, Liberty and SPE
shall jointly have the nght. exercisable ar any time as set torth herein. (0 purchase, with
cash or Marketable Secunities or a combination thersof. a1 the option of Liberrv or SPE.
respectivelv. ail (but not less tnan all) ot the Commen Stock owned by Station Holdings.
and. W Liberty and SPE elect to exercise such nyht pursuant to this Section 3(b). Station
Holdings shall have the oblivation to sell 1o Libery and SPE all ibut not less than all) of
the Common Stack owned by it. at the Station Co Purchase Price or. if applicable. the
Mimimum Value or the Maumum Value determined pursuant to Section 3(d) below [n
connection with anv such purchase Liberry and SPE shall each be severally oblivated 1o
purchase 30% of the Common Stock ow ned by Stauon Holdings. To exercise its nghts
under this Section i(b). Libertv and SPE <hall jointly deliver to Station Holdings at the
address set forth in Section | $ an irrexocable notice of its election to exercise such rnght
hereot (the "Call Nouce”) MNeuther Liberty nor SPE may deliver a Call Nouce without
the consent of the other [fa Call Nonice is given pursuant 1o this Section 3(b). Liberty
and SPE shall also purchase the Rights at an amount equal to the Network Co Purchase
Price.

() The consummation of the sale of the shares of Common
Stock and the Rights. as contemplated by Section i{a) and 3(b) above. as applicable,
shall take place as promptly as pracuicable following the date of determination of the
Appraisal Price provided. however, that in the event regulatory approvals are necessary
for such sale of the shares of Common Stock to be consummated, Liberty and SPE shall
purchase the Rights on or before the 30™ day follow ing the date of determination of the
Appraisal Price and the date for the closing of the purchase of the shares of Common
Stock (the “Holdings Closing”) shall be extended 10 a date | § days after receipt of all
such regulatory approvals. but in any event no later than | ? months from the date the Put
Notice or the Call Notice, as the case may be, is wiven (the “Notice Date”). SPE and
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Liberty agree that the nature of anv FCC approval timcluding any wainers) 1o be «,
In connection with any such sale snail te consistent with then eusting FCC aw

regulation and practice and wiil 2e consistent with and supporied by relevant crecacen;

Ifrequested by Stanon Holdines. SPE and Liberty wil provide wnitien confirmations to
Station Holdings from an aitorney expenenced in FCC matters as 1o the matters sef farh
in the preceding sentence and that any of the waivers referred 1o in the preceding
sentence are likely to be obtained  The parties shall use commercially reasonabie efonts
to consummate such Holdings Closing. If the Station Co. Purchase Price is not pad by
the date which is six months from the Notice Date, the Station Co Purchase Price shall
accrue interest from such six month anniversary at a rate equal to 10% per annum,
computed on a daily basis. which rate shall increase to 15% per annum for the period
tollowing the date which is nine months from the Notice Date. Such interest shall accrue
from the dates referred to in the preceding sentence through the date immediately pror
to the Holdings Closing or the consummation of the sale pursuant 1o Secrion 3ie). as
applicable. Accrued interest snall be paid only at the ume of the Holdings Closing or as
provided for in Section (e). as the case mav be

uzht

td) Pavment tor the shares of Common Stock and the Riuhts
shall be either (1) by wire transfer of immediatelv available funds to an sccount in the
Lrited States designated no iater than two business davs pnor to the Holdings Closing
oy Station Holdings or (1) 1f Libenty or SPE elect 1o deliver Marketable Secunties. by
deliverv of cenificates of Marketable Secunities registered in such names and denominae
tions as specified no fater than two business days prior to the Heldings Closing by
Station Holdings The amount to be paid for the shares of Common Stock shall be the
Station Co Purchase Pnce (plus accrued interest (if anv) under Section 3(c)). Rrosided,
howergr. iU'the Stanon Co Purchase Price. plus any interest accrued pursuant to Secnion
ilc), 1s lower than the Minimum Vilue. then the amount to be paid for the Shares of
Common Stock shall be the Minimum Value, and if the Station Co. Purchase Prce.
taking into account any interest accrued pursuant to Section 3ic). is higher than the
Maumum Value. the amount to be paid for the Shares of Common Stock shall be the
Maximum Value. The amount to be paid for the Rights shall be the Network Purchase
Price. The amount to be pad for the Shares of Cammon Stock is herein referred to as
the "Common Stock Closing Payment® In the event that Liberty and/or SPE makes
payment for the shares of Common Stock or the Rights in Marketabie Securities. Liberty
or SPE. as the case may be. shall arrange for the sale of the Marketable Securities as
500n a3 reasonably pracuicable to or through an Invesiment Banking Firm selected by
them and will pay to Station Holdings out of the proceeds of such sale, the amount of
the Common Stock Closing Pavment and/or the Network Purchase Price pavable by it
and not previously pad in cash (the "Unpaid Amount®). Ifthe proceeds for such sale are
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‘ess than the Unpaid Amount. then L sermy or SPE 15 the case may be haj

[ s
Station Huiding: an amount equal 1o :he Unpaid Amount

1e) 1 Wittout iumining :he other fights or Station Hoicings
Atne event that Liberty and, or SPE 3.5 14 surcnaseitne Defauiting Pamy ) ine snares
af Common Stock held by Station Hoidings pursuant to the provisions of this Secuan
3. (a) as between Liberty and SPE. the non-defaulting party. if any (the “Non-De faviting
Party™) shall have the rght 1o purchase. for cash or Marketable Securities, or 3
combination thereof. at the option of the Non-Defaulting Party given within | 3 davsor |
the detault in question, from Stauon Heldings. the remainder of the shares of Common
Stock held by Station Holdings at the Station Co Purchase Price for such shares or
Common Stock or (b) if the Non-Defaulting Party does not so elect to purchase 1he
shares to be purchased by the Defaviting Party. Station Holding may sell all. but not less
*han all. or the Common Stock ow aed bv it 10 a non-atfiliated tinrd pary and the
Purchaser ot such shares shall have tne nynt to purchase the shares of Common Stack
Teld by the Defaulting Partv and the Non-Defaulting Partv. at price per share equal to
iNe price per share recenved by Station Heldings from such non-atiliated third party
Motwithstanding anvthing to the contrany i this Section 3. the nyht to cause the sale o
the shares of Common Stock of the Defaulting Party shall not be the exclusive remedy
ot Station Holdings or the Non-Defaviung Party against the Defaulting Paty  Any such
sale of Common Stock shall be made 23 promptly as reasonably pracricable.

(ii) [nthe event a Put Notice ora Call Notice has been delivered and the
Holdings Clesing does not accur prier 1o 12 months from the Notice Date, Stanon
Holdings shall have the right 1o demand that Station Co. be sold and Liberty and SPE
shall jointly designate an [nvestment Banking Firm (as defined herein) o conduct an
auction process (the “Auction”) reasonably designed to solicit bids from all interested
paries and otherwise seeking to maimize the sale pnce of Stanon Co Inthe evem
Liberty and SPE do not designate such lnvesiment Banking Firm within 13 months of
the Notice Dare. then Station Holdings may designate such Investment Banking Firm
Any such sale of Common Stock shail be made as promptly as reasonably practicable.

(iii) [n the event (2) the amount of consideration received by Station
Holdings in a sale pursuant to Section 3( eMi) or J(eNii) (the " Auction Consideration®)
15 less than the Pay Out Amount. Literty and SPE shall each promptly pay to Stanon
Holdings an amount equal to one haif of the difference beiween (x) the Pav Out Amount
and (y) the Auction Consideration and (b) the Auction Consideration 13 more than the
Pay Out Amount, Station Holdings shail Pay to each of Liberty and SPE an amount
equal to 25% of the difference between (x) the Auction C onsideration and (y) the Pay
Out Amount. The "Pay Out Amount” shall mean an amount equal to the Station Co
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Purchase Price plus interest accrued and unpaid pursuant to Section ic) gr -te
Mimmum Value if such amount 1s less than the Minmum Value or the Maximum \ aige,
i such amount is greater than the Maximum Value

10 Notwithstanding the srovisions of Sections ia), 3ib) and
ife). Liberty or SPE may assign us nghts ar obligations under Sections 3(a), 3( b) and
3(e) to one or more third parties. subject to any agreements between Liberty and SPE_
provided, that Liberty and SPE shall not be released from their respective purchase or
other obligations hereunder.

(8)  Notwithstanding the provisions of Section 3(2). Station
Holdings shall have the immediate nght to give a Put Notice and to sell its Common
Stock and Rights pursuant to the procedures described in Section 3{a) in the event that
none of Liberty, SPE or any enuty to which Common Stock is transferred pursuant to
Secuen 4(b) or 4(¢) (i) holds Nerwork Interests recresenting at least 25% of all of the
outstanding Network [nterests and (i) in the case of SPE. is a managing member or
managing parner of Nerwork Co.. provided that for purposes of this clause (ii), if
Liberty or its transferees hold Nerwork [nterests representing at least 25% of all
cutstanding Nerwork Interests. none of SPE. Liberty or their transferees shall be
required to be a managing member or managing partner of Network Co.

(h) The obligations of each of Station Holdings, SPE, Liberty
and any assignee of SPE or Liberty under thus Section J shall not be subject 1o any setoff
or offset of whatsoever narure. Each of SPE, Liberty, Station Holdings, Apollo, Bastion
and any permitted assignee thereof shall perform their respective obligations under
Sections 3(a)-(e) hereof regardless of any breach or claim of breach, of any provision
of this Agreement (other than the obligation to purchase and pay for. or sell and deliver.
as the case may be, the Rights and/or shares of Common Stock pursuant to the PuyCall
provisions of this Section 3) or any other agreement among or berween any of them,
unless explicitly specified in definitive documentarion implementing sections 3(a)(e).

(i) Station Holdings may at any time Transfer all of its
Commen Stock and Rights to an Apollo Entity, provided (1) such Transfer does not
require anry filing of a change of control or license transfer application under the
Commumcations Act and (u) such Transfer does not. directly or indirectly, result in any
requirement that any party be required to modify any internal relationship or relationship
with affilates, divest or limit its rights with respect to any assets, agree to any restrniction
ofits activities or modify any transaction with other affiliates in order to continue to hold
and vote its interest in Station Co.

ITHLIT G VarkShA L



i Statun Holdings mav vledue shares of Conunon Stk 1and
Apollo Fund and Bastion Capital mav pledue therr indirect interests in shares of Coimmon
Stock) and in connection therewan 1saign OF iransfer sne ssociated put rights 1o a
tinancial institution i a bona fide transaction, grovicded. that 1) g pir.-':i-_.-ue- shall 7e
permitted 10 foresiose un suCn Sledue 310 evercise suc Sut Setare the A nnnersan
or the Closing or to exercise any vaung nghts with respect to such Common Stock. and
(n) any pledgee shall agree 10 provide 10 days notice of its intent to foreciose on the
Common Stock and any such foreclosure shall be subject to the nghts of L:bertv and

SPE to gine a Call Nouce and purchase such Common Stack pursuant 1o this Section
3

k) For purposes ot this Section 3

S Roeterry” <hall mean an internal rate of return, taking 1010 account
all payments. investments and distributions with respect to Station Co . trom the Closing
to the date of receipt of pavment pursuant 1o this Section 3

Appraesad Price " shall mean the price that anunrelated third party would
pay 1o acquire all of the shares of Common Stock. in an arm's-length transaction
assuming that the Company was being sold in a manner reasonably designed to solicic all
possible parucipants and permut all interested parties an opportunity to parucipate and
to achieve the best value reasonably available to the Company's stockholders at that ume.
taking into account all exusuing circumstances, including. without himutaton. the terms
and conditiens of all affiliation and programming contracts to which the Company is
then a pany, as determined in accordance with the provisions of this paragraph. Within
|0 days arter the “otice Date. Station Holdings shall designate an Investment Banking
Firm (the "Holdings Appraser”) and Libertv and SPE shall jointly designate an
Investment Banking Firm to deterrmune the Appraisal Price (the “Liberty/SPE Ap-
praiser”) The parties recogrize that EBITDA 15 onlv one of the factors that 1s reles ant
in determuirung the Apprasal Prnce. howeser. (o the extent that the appraisers utilize
EBITDA intheir valuation analyus, the parties agree that they will instruct the appraisers
to take into account. and to make appropnate adjusiments 1o EBITDA for. increases in
programming and marketing expenditures dunng the twelve month penod ending
immediately prior to the Notice Date (the "LTM Peniod®). compared to the level of such
programming and marketing expenditures during the twelve month period endiny
immediately prior to the LTM Penod which increased programming and marketing
expenditures are reasonably expected to disproponionately benefit penods subsequent
to the Netice Date. Within 30 days after the Notice Date. the Holdings Appraiser and
the Liberrv/SPE Appraiser shall each determine its initial view as to the Apprasal Price
and consult with one another with respect thereto. Within<45 days after the Notice Date,
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the Hﬂidingi Appraser and the Libertn SPE Appraiser shall each have determined 45
final view as 1o the Appraisal Price I the diference betw een the Hivher Appraisal Price
and the Lower Appraisal Price (each as Zefired Selow | is less than 1505 of the Higser
Appraisal Price, the Appraisal Price snail be the a. erage olthose two views Others je
the Holdings Appraiser and the Likenv. SPE Aspraiser promptly shall romntly Zesiu=aze
athird Investment Banking Firm (the “Mutually Designated Appraiser”) to determine :ne
Appraisal Pnce. Within |5 days of such designation. the Murtuaily Designated appraiser
shall determine the Mutual Appraisal Price (as defined below). and the Appraisal Price
shall be the average of (i) the Mutual Appraisal Price and (ii) the Higher Appraisal Price
or Lower Appraisal Price. whichever is closer to the Mlural Appraisal Price
“otwithstanding the foregoing. in the event such sale is made after delivery of the Call
“otice provided for in Section 3(b). the Appraisal Price shall not be lower than an
amount determined by muitiplying Stauon Co ‘s EBITDA (taking into account and with
appropriate idiustments for the increased provramming and marketing expenditures
reasonably expected 1o disproponionately benetit future penods descrbed above) forthe
twelve months ending on the last dav of the month immediately preceding the MNotice
Date by 10 and subtracung the indebtecness for borrawed money and capital leases of
Station Co and addinu the cash and cash equivalents of Staton Co (determined in
accordance with generally accepted accounting principles) Station Co shall provide
reasonable access (o0 each of the Holdings Appraiser, the Liberrv SPE Apprasser and the
Mutually Designated Appraiser to members of manavement of Station Co and to the
books and records of Station Co 50 as 1o allow such appraisers to conduct due diligence
examinauons in scope and duration as are customary in valuations of this kind. Each of
the parties (and anv assignee) agrees 1o cooperate with each of the appraisers and to
provide such information as may reasonably be requested.

“"Higher Appraisal Price” shall mean the higher of the respecuve final
views of the Holdings Appraiser and the LiberryiSPE Appraiser as 10 the Appraisal
Price.

“Higher Network Appraisal Price” shall mean the higher of the respecuve
final views of the Holdings Appraiser and the Libertv/SPE Appraiser as 1o the Network
Apprasal Price

5 “lavestmemt Banknig Firm™ shall mean an investment banking tirm af
recogmized national standing.
“Lower Appraisal Price” shall mean the lower of the respective final
views of the Holdings Appraiser and the Liberty/SPE Appraiser as to the Apprasal
Price.
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Lamer Nomoork ppwansal e snall mean the lower arthe ray et e

tinal hl;ews of the Holdinus Appraiser and-the Libertyv:SPE Appraiser as to <he Setwork
Appraisal Price

Merkeahle Securines ” shail mean markerable SeCunties il issued by an
sssuer with a public float equal or greater to 32 biilion. (1) that are of a class of securities
listed on 2 major natonal or intemanional stock exchange. (ni) that constitute. :n the
dggregate. not more than 3°% of the outstanding secunties of such class, ind (w1 that
have been registered under the Secunties Act or are otherw ise freely tradeasle under the
Securities Act and applicable “blue sky” or state secunties laws

Veeerminm Retwen” shall mean an amount that equals an Annual Return
equal to 40%

“Meermum ilie” shall mean the amount required to be pud ar the dare
of receipt of pavment pursuant 1o this Section 3 such that Station Holdings' internal rate
ot return with respect 1o such pavment equals the Maumum Retumn (taking :nto account
all payments. inv estments and distributions with respect to Station Co from the Closing
to the date of receipt of pas ment pursuant to this Section 3)

“Vlornmram Retnrn” shall mean an amount that equals an Annual Return
equal 10 10%

Mirnmum ulue” shall mean the amount required to be paid at the date
of receipt of payment pursuant 1o this Section 3 such that Station Holdings' internal rate
wireturn with respect to such pavment. equals the Mimmum Return (taking into account
all payments. investments and distnbutions with respect to Station Co. from the C losing
1o the date of receipt of pavment pursuant to this Section 5 )

Mutwal Appraisal Price” shall mean the final view of the Mutually
Determuned Appraiser as to the Apprasal Price.

“Munial Nerwork Appraisal Price” shall mean the final view of the

Mutually Determined Appraiser as to the Nerwork Appraisal Price.
=t “Network dppraisal Price” shall mean the pnce that an unrelated third
party would pay to acquire all of the equity interests (including the Rights) of Network
Co.. in an arm's-length transaction, assuming that Network Co. was being sold in a
manner reasonably designed to solicit all possible paricipants and permut all interested
parties an oppoOrTUNItY to participate and to achieve the best value reasonably available
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o Network Co 's equitsholders at that nse. taking into account all existing 2eum.

stances. including, without limitation. the ferms and conditions of all affiliation carrage

nd pregramming contracts 10 s %ich Netwars Co 3 (Nen a zamy. as celermined i

accordance with the provisions o this parawraph W othun 30 davs after the “once Date.

the Holdings Appraiser and the Liteny. SPE Appraiser snall eacn Jetermire 15 .l

view as 1o the Network Appraisal Price and consult with ane another with respect

thereto  Within 45 days after the Notice Date. the Holdings Appraiser and the

Liberty: SPE Appraiser shall each have determined its final »iew a3 to the “etwork

Appraisal Price Ifthe difference between the Higher Network Appraisal Price and the
Lower Network Appraisal Prce is less than 20%, or'the Higher Metwork Appraisal Price,

the ~vetwork Appraisal Price shall be the average of those two views. Otherwise. the
Mutually Designated Appraiser will be designarted to determine the Network Appraisal

Price. Within 15 davs of such designation. the Mutually Designated Appraiser shall

derermimne the Mutual Nework Apprasal Price. and the “etwuork Appraisal Price <hall
be the average or 11) the Mutual Network Apprasal Price and (u) the Higher Network
Appraisal Price or Lower Netwark Appraisal Price. whichever 1§ closer 1o the Murual

“etwork Appraisal Price “etwork Co shall provide reasonaple access to each of the
Holdings Appraiser, the Liberts Appraiser. the SPE Appraiser and the Mutually

Designated Appraiser to members of management of Nemwork Co and to the books and
records of Nemwork Co so as to allow such advisors to conduct due dilivence
eNaminations i scope and durauon as are customary in valuations of this kind  Each ot
the parues (and any assignee) agrees 1o cooperate with each of the appraisers and to
provide such information as may reasonably be requested.

(n Liberty and SPE shall pay the costs and expenses incurred in
onnection with the Liberty. SPE Appraiser and Station Holdins shall pay the costs and
¢xpenses incurred in connection with the Holdings Appraiser The costs and expenses
meurred in connection with the Mutually Designated Apprasser shall be paid by the pam
whose appraiser submitted the appraisal price farthest away from the Mutual Nerwork
Appraisal Price.

4 Resinctions on Transfers by SPE and Liberty

: (a)  Priortothe fifth anruversary of the Closing. SPE and Liberty shall
not sell assign, convey, transter. pledge. subject to lien or otherwise dispose of or
encumber, whether directly or indirectly (including. without limitanon. by way of a
transfer of an interest in any entity which owns the Common Stock beneficially owned
by SPE or Liberty) its Common Stock: provided. however. either of Libertv and SPE
may at any ime Transfer its Common Stock in order to comply with restnctions imposed
upon Liberty or SPE's ownership, as the case may be. of the Commen Stock by any
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tederal ur state law. rule ur rezulanon or any final judicial devree ur order issued By any
federal or state count of competent jurisdiction if (1) such compliance cannot be achies ed
Dv a restructuning of such 7arty 5 .nterest and (u) priar i0 any such Transter o7 s
Commen Stock such party “as first stfered to the atner parties the opponunity o
purchase such Common Stock on a gro rata basis and such other parties shall not Hhe
agreed to purchase such Common Stock  Any third party wha purchases such zanty's
Common Stock pursuant to a Transier made pursuant to the provisa in this Sectian iMa)
shall not be entitled to exercise the nght (o consent to the matters set forth in Secuon

6{aliv). (v)orivi)orto any of the Major Decisions provided for in Section &(a) of this
Aureement )

(b) Motwithstanding anvthing to the contrary contained inthis Section
4, each of Liberty and SPE may at any time Transfer all of its Common Stock. directly
or indirectly through a Transfer of equity ownership interests in Liberty or SPE. as the
ase mav be. to a Controlled Affiliate. provided there 1s no Change in Control resulting
therefrom

il “otwithstanding anyihing to the contrary contained inthis Secuon
4. each of Liberty and SPE may at any time Transfer all of its Common Stock. as part
ot'a Transter or' a larger group of assets (the “Transferred Assets”). which Transfer may
be etfected through a corporate reorgamzation. a sale of assets. distribution of equity
interests or otherwase. (a) if the Transferred Assets constitute a business which is
engaged pnncipally in the media, entertainment, cable or tele<communications business,
and (b) the vaiue of the Transferred Assets (other than the Common Stock) at the ume
of Transier compnse at least 85% of the value of the Transferred Assets (including the
Common Stock)

{d}  Notwithstanding anything to the contrary contaned in this Section
4. no Transfer of shares of Common Stock by Libertv or SPE shall reiease Liberty or
SPE. a5 the case may be. from uts obligations under Section 3 of this Agresment unless
expressly releassd from such cbligations by Stanion Holdings and the entity 1o which the
Common Stock i3 Transferred pursuant to this Section 4 shall expressly assume the
obligations. and shall be enutled to exercise all of the nghts (except as otherwise
specifically limited hereby). of Liberty or SPE. as the case may be. under this Agreement.

- (¢)  Liberry and SPE may pledge shares of Common Stock and in
connection therewith assign or transter the associated call nghts to a financial institution
in a bgna fide transaction. grovided. that (i) no pledgee shall be permitted to foreclose
on such pledge or to exercise such call before the lifth anniversary of the Closing or to

-
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evercise any soting nghts witiirespect to such Common Stock and (1) any pled.es <yl

agree 10 provide 10 davs nouce of its intent to roreclose on the Common Stack
in Fur surposes of this Section 4

"Crantrol” (and the related terms ‘wrirolling” and “Comrolicd™ 1 shall

mean the power to direct or change the direction of the management or policies af the
Controlled enuty

“Coriralled 4ffifiate” shall mean (i) with respect to SPE. Sonv
Corporation and any person which 1s Controlled by SPE or Seny Corporanien. and (i)
with respect to Libenty. Tele-Communications. Ine (*TCI™) and anv person which s
Controlled by Liberty or TCI

A henge vt ontrnl™ shall be deemed 1o uccur if the Common Stock
owned by Libertv or SPE. 15 aoplicable. is not beneficially vwned (a3 defined in Rule
| 5d-3 of the Securiues and Exchange Act of 1934, as amended) at least 50% by the
LUltimate Benericial Ow ner 1as defined herein) of Liberty or SPE. as applicable.

“Ulnmeare Beneficied (honer” shall mean, with respect 1o SPE. SPE or
Som Curporation and. with respect to Liberty, TCI or Libenty.

5. Effestianon of the Acquisition. The parties hereto acknowledge

that the exact rerms and structure of the groposed Acquisition have not vet been
determined and agree 1o work together in good faith to finalize such terms and structure
in order to accomplish the proposed Acquisition on terms more fully set torth heren, as
expeditiously as practicable Libertv. SPE. Apollo and Bastion agree. dunng the Term
|as defined below) of this Agreement. to promptly and diligently negotiate in good fanth
and to use their respective best efforts to reach agreement on the definitive terms for the
completion of the Acquisition and the terms of definitive agreements including. withour
limitation. one or more Stockholders' Agreements, Stock Purchase Agreements or
similar agreements a Network Agreement. a Station Group Agreement and a Program-
ming or Affiliation Agreement‘necessary or appropriate for the completion of the
Acquisition (collectively. the "Definitive Agreements™), each of which shall be consistent
with the terms hereof and shall contain such representations. warranties. covenants and
conditions as are set forth below as well as those customary for Acquisitions similar 1o
those provided herein and therein. [n addition, the parties agree 10 cooperate in any
efforts to secure all necessary financing. consents and approval for the Acquisition,
including. without limitation. all necessary approvals or waivers of the FCC under the
Communications Act. Notwithstanding the foregoing, no party will be required 1o
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modify anv internal relationsing or relanenship with attiliates. divest or fumig s it
with respect 1o any assets. auree 0 dnv resiriction of Its activities or modife any
iransaction with arfiliates in craer 10 sorain the icgroval of anv reculatony auescy n
arder 10 consummate the Acquisitan  Each pariv shall consult with the other Tartes
ceyarding the nature of any discussicns with reg.iaiory authorties and keep each Sther
intormed of such discussions “othing n this Section 3 shall be deemed 1o mit i any
way each party’s nghts pursuant to Section 9

& Management

ta)  Covernance (i) The operations of Station Co shall be
yoverned by a Board of Directors consisting of nine directors. four of whom will be
nominated by Stauon Holdings. two of whom will be nominated by SPE. one of whom
will be nominated by Libertv and two of whom will be independent directors  One of the
independent directors shall be nommated by Station Holdings. subject 10 approval by
Liberty and SPE. which approval snall nor be unreasonably withheld. The remaining
-ndependent directar shall be acminated by Libertv and SPE. acting jointly. subject to
approsal by Station Haldings. which approsal siall not be unreasonably withheld, Al
actions ot the Board of Directors shall require a majority of the votes entitled to be cast
as it all directors were present A director may be removed only by the party which
originally designated the director or. i the event of any independemt director, by
agreement of Stauon Holdings. Libertv and SPE  Station Co will not take any actions
requinng a Major Decision (a3 detined below) without the required approval set forth
in Section 6 (a)(iii) below

tu)  Dav-to-day inanagement of the operations of
Station Co. will be delegated to the orficers of Station Co . who will (excepr as
otherwise specitied herein) serve at the pleasure of the Board of Directors, and who will
operate Station Co ‘s business in accardance with the Business Plan {defined below) and
the Budyet (as detined below) Theininal Business Plan shall include provisions tor the
planned capital expenditures and expanded local programming as discussed among the
parties hereto. The officers of Station Co shall consist of a Chief Executive Officer. a
Chief Financial Officer, and such other officers as the Board of Directors determines
from time to time to be appropnate (*Management™) The Chief Executive Officer shall
report to the Board of Directors and all other orficers shall report to the Chief Executin e
Officer or another officer designated by him or her. Neither the Board of Directors nor
Management shall take any action constituting a Major Decision without the unarimous
approval of the stockholders
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i) ‘*t:lm:u{'u'whm:rduuum:nu,Jmlpruua:u:,.[
(%) the Board of Directars shall nat authonize, and Management shall not etfec an
Major Decision without t5e unammous pprovai of SPE. Liberty and Stauon Holdin;
in their capacitv as stochholders and (%) anv determination nor specitically :ncludeg
the defimuion of "Major Decision” or otherwise identitied n Section S(aini or (v 1
s#quiring approval of the stockhalders shall. except to the extent required by Delaware
law, oe made by the Board of Directors.

(1v)  The Company's management shall prepare and
submut the Budget (as defined beiow) to the Board of Directors and the stockholders ror
thew review Each Budget shall be approved by the Board of Directors and shall nat
require the approval of the stockholders except in the case ot (1) the iminial Budyet and
(i) any subsequent Budget if, duning the penod of |2 months immediately preceding the
submission o such Budyet foe approval, the Company has been in non-comphance
fwithout yiving erfect to any waivers ur modifications within such 12 month penud)
under one or more of the materral financial covenants contained in Station Co s senior
creait facility tunless the Company shall have been in comphance with such covenants
(withaut yiving etfect to any wainers or modifications 1o such co enants within such 12
month pericd) for the two fiscal quaners immediately preceding the submission of such
Budyet for approval) If such approval is so required. the Budget shall not be effective
or be unplemented unul such approsal 15 ubrained. Notwithstanding anvthing (o the
contrary in this Section 6. if for a particular year. the Board of Directors (or if required.
the stockholders) do not approve a budget, then the Budget for that year will be the
Budget from the prior vear ("Rollover Budget”) (excluding the prior vear's extraordinary
and nonrecurring items but including any contractually obligated or legallv required
comimitments Or expenditures tor that vear in the Business Plan), adjusted by a ¥,
increase for all fixed expenses. together with an adjustment for all vanable expenses
13uch as unlines and insurance) in accordance with the projected vanances in their bases
and contractual commitments in accordance with their terms. € hanges to any approned
Buduer shall be approved in the same manner as would be required at the ume for
approval of a Budget.

(v}  The appointment or dismissal of the Chief
Executive Officer and Chief Financial Officer. on the recommendation of Stauon
Heldings, shall be appros ed by at least two of the three stockholders of Station Co une
of which must be Station Holdings.

(wi)  Notwithstanding anvthing to the contrary
contained herein. 3o long as (x) Station Holdings or any permitted assignee owns any
shares of Commaon Stock and (y) any of SPE. Liberty or any affiliate of SPE. Liberty or
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any Lltimate Beneficial Owner of SPE  Libeny Seneficially
Common Stock and anv equity interest in \etwork Co 31l 4sterm
enforcement of Sration Co s rrents under the Attilation Agrsement and any amenament
modification. change or wan er thereto shall be made on senalf of Stanon Co ey by
Station Holdings (other than a decision 1o terminate =r 73| 10 renew the At Lation
Agreement in 2 circumstance where there 1s no breach on e part ot Metwork Ca )

owns both siures of
Inations recarding the

(vn)  For purposes of this Section 4(a)

“Busimess Plan” shall mean the iminal business plan for Stauon
Co unanimously approved by the stockholders. and any subsequent business plan
approved as set forth in (1v) above

"Huelect™ <shall mean the initial budyet for the first fiscal vear,
unammously approved by the siockholders, and any subsequently appros ed budyet (or
if no budget is approved. the Rollover Budeet)

Magor Decision” shall mean any of the following,

(1) Any substantial change in the nature or scope of Station
Co's Spamish language broadcast business or the acquisition of
an additional broadcast station or other substantial business:

(2} lssuing anv equity or debt secunuies of Station Co |
(3) Any merger. consohidauon. or réorganization of Station Co |

(4} The sale or other transfer in a single transaction or series of
related transacuons. of all or substanuially all of the assets of
Station Co.. of any broadcast station or of any other assets with
a purchase pnce in excess of 510 mullion:

(5) Taking any acton relating to the termination. dissolution,
liquidation or winding-up of Stauen Co.,

(6) Taking any action that would constitute an [nsolvency Event
of Station Co  For purposes of this Agreement, an “Insolsency
Event” shall occur if Station Co institutes proceedings 1o be
adjudicated voluntanly bankrupt consents to the filing of a
bankruptcy proceeding against Station Co., files a petition or
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Answer or consentseehing reorzamzaton under am cankrspros
or similar law oF statute, consents to the filing of anv such
Feution. ur to the appaimtment ot a Custodian. recener. Liguida-
10F. trusled. Or assiunes :n ankruptey oroinssisency af Station
Co or any substanual part of us assets or SrCpEny. Tanes 4
seneral assignment for the benefit of creditors. or takes anv
corporate action in furtherance of any of the foregoing.

(7) Exceptas set forth in Section 6({a)v1), permitting anv station
owned. directly or indirectly. by Station Co 1o enter into. amend.
take anv action to terminate or fail to renew anv afiliauon
ayreement (which approval shall not be unreasonably withheld
aner applying commercial standards of review prevailing amony
Insestors in companies comparahle to Station Co § and

{8) Anv related party transaction between any station or Station
Ca and anv orus stockhoiders or arfiliates thereol. but excluding
transactions between Stanon Co and Metwork Co

(9 Atfiliation Ayregments Comemporaneouslv with the
Closing. Stanon Co and Nerwork Co shall enter into atfiliation ayreements. containiny
terms and conditions agreed upon by the parties and as are otherwise customary in
agreements of this type (the "Afiliation Agreement®), with respect 1o all of the television
statians owned by the Company. other than WK AQ (Puernto Rico).

e} Transferotf™etwork Assety Priortothe Closing Stanwon

Co and Network Co will enter into an Asset Purchase Agreement providing for the sale
of the Network Assets for $30 mullion (or such greater amount as may be determined
jointly by Liberty and SPE pursuant to Section 2 of this Agreement) to Network Co
which will acquire and operate the existing network operations uf the Company and will
enter into the Affilistion Agreements.

(d) Qbserver Starys For so long as Stanion Holdings holds
the Rights, it shall have the nght to attend meetings of the Board of Directors of

Network Co. as an obhserver,
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7 Conditions 31 Each parm s wblieanons 1o purchase e w=arey
of Common Stock, the Netwark Intersstand the Rishts. as applhicable. are subiect ta rhe
ausraction or waiver of the follow:ay :zngitions

i Al cargimons 1o Staton Cy s wbligations 10 cansun=are

the transactions set fomn in the Acquisition Agreement snail =

ave een
fulfilled or waived by Station Co

(i) anvwaiting penod underthe Han-Scott-Rodino Anutrust
Improvements Act of 1976 as amended. shall have expired or =een
terminated. including. without limitation. any waiting perod required in
connection with the fermation of Station Co

] Letter Revarding Confidentialin Nothing set forth in this

Ayreement shall be deeined 10 Supersede the ayreements and understandings of the
parties set torth in that certain a grecment revarding confidentiality between Liberty, SPE

and Apollo. Jated as of October 6 537 wmien dgreement shall remain in fuil force and
etbect

9 ive Dealing 1 Efforts.

fa) Duning the Term. each of Apolle and Basuon. in s
capacity as a stockholder of the Co mpany, and uits otficers. directors, and related persons
and others acting on its or their behalf fcallectis elv. "Representatives™) shall use their
reasonable best efons consistent with this Agreement. subject in every case 10 the
exercise ot their fiduciary dunies. as deterrmined by such person in wood faith arter
consultation with counsel, 1o effect the Acquisition. and subject to the foregoing (1) shall.
s expeditiously as practicable. take. or cause t0 be taken. all actions necessary or
desirable in connection with the consummation of the Acquisition. and (ii) shall not take,
Or permut to be taken, any acuion (f the effect. directly or indirectly. of such action 1s (o
prevent. delay. hinder, or make more difficult the consummanon of the Acquisition,

(b)  Dunngthe Term. neither Apollo. Bastion. SPE nor Liberty
nor amy of their Representatives shall, directly or indirectly. initiate. solicit or induce any
alternative acquisition proposal with respect ta the Company. including. without
limiation; a merger or other business combination involving the Company, any
subsidiary of the Company or any pant of its business. or an offer to acquire in any
manner, direcilv or indirectly. an euity interest in, any equity securities of. or all or a
substantial portion of the assets of the C ompany. any subsidiary of the Company or its
business. any strategic alliance, relationship or umular transaction berween the Company

15l N] ke e l q



and any other person, ur amy transacuiun that couid resultin a .;h.:nir'e Wheenifol o the
Company except as contemplated by this Aureement (an " Alternatne Proposal
During the Term each of Apoilo. Bastion. L.Zentv. SPE and their Representani es 5mail
not (1) paricipate with any other Jerson in any Alrernaunve Proposal inciuding 1o
Alternative Proposal that results in the retention of all or a porticn of the exisling equins
interesis in the Company prosiding debt or equity financing to any personn cannection
with any Alternative Proposal or financing the operations of the successor following
consummation of an Alternative Proposal, purchasing or otherwise acquinng any
securities of the Company, ANy SUCCESSOr OF acquining enuity, any entity partcipanng in
an Alternative Proposal or any atfiliate or related person thereof, (ii) provide any other
form of support to any other person in cannectian with an Alternarive Proposal. (i act
a5 an advisor to any other person in connection with any Alternative Proposal or iy
enter into any agreement with any other person with respect (o an Alternative Proposal

ic) Each of Apella. Bastion. Liberrv, SPE and therr
Representatines snall forthwith cease all nezonianions or discussions with any third partes
“ithrespecttoans Alternative Proposal tother thanthe Acquisiuon) and none of Apallo.
Basuon. Liberty or SPE or any of their Representatis es shall, during the Term, enuave
n any negotianons with respect 1o anv Alternative Proposal or provide am non-public
:nformanion regarding the Company or its business 1o any person that may be interested
i making anv Alternative Proposal

(d} Nothing contained in this Agreement shall prohubit Apollo.
Bastion or any of their Representatives (including anv persons sening as a director of
the Company) from taking any action, or refraining from taking any action. which such
person deternunes in good faith after consultation with counsel is necessan in order (o
fulfill such person’'s fiduciary duties to the investors in Apollo's or Bastion's. as the case
may te. existing rund which is a stockhoider of the Company or to the stockholders ot
the Company generally and any such action or inaction shall not constitute a breach of
this Ayreement. Nothing contained in this Agreement shall prohibit either Apollo or
Bastion from selling. transferning or otherwise disposing of their interest in the Company
as a result of an Alternative Proposal that has been approved by a majonity of the
disinterested directors on the Board of Directors of the Company and by the requisite
vote of the Rockholders of the Company

10, Public Annguncements. Sone ot the parties nor thewr respecine

Representatives shall make any public announcement with respect to this Agreement or
the transactions contemplated hereby, except as required by applicable law. and no such
public announcement (including any required filing that is publicly available) shall be
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made. (0 the extent reasonably practicaile. withou prior

: consultation with vy g
parties heretp -

' Izrminaton This Aureemenmt =av e terminated 19 ‘he
proposed Aczwsition abandoned as follows

(a) by mutual agreement of the parties:

by by Apolle Fund or Bastion Capital if Liberty or SPE has
comurutted 3 matenal breach of this Agreement (other than Section 9 which s subject o

Section (c) beiow) and such breach is not cured within 30 days after notice thereor by
Apollo to Liberty and SPE.

el bv Apollo Fund or Bastion Capital if Liberty or SPE or
their respective Representatives breach the terms of Section 9 of this Agreement;

14} i 10 Acquisition Agreement has been executed prior to
March 1. 1598 (the "Outside Date”) or an Acquisition Auresment previously executed
has been subsequently terminated in accordance with its terms. by any partv at anv time
atter the Outside Date;

e} upan consummation by the Companv of an Alternative
Proposal:

(f by Libenty or SPE if Apollo Fund or Bastion Capital has
comimitted 2 matenal breach of this Aureement (other than Section 9, which 15 subject
to (@), below) and such breach is not cured within 30 davs after notice thereof by
Liberty or SPE 1o such party,

() by Liberty or SPE if Apollo Fund or Bastion Caputal or
their respective Representatives breach the terms of Section 9 of this Agreement; or

(h) by any party, in the event that the parties are unable 1o
agres upon the amount or terms of any Bid or subsequent Bid pursuant to Section 2

A3 used in this Agreement, “Term” shall mean the period beginning on
the date hereof and ending on the termination of this Agreement in accordance with its
terms pursuant io this Section 11 Further, the panies acknowledge that the foregaing
provisions may require adjustment to reflect the terms of the Acquisition Agreement and
agree 10 cooperate with one another to reach mutual agreement with respect thereto

b
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12 Fee« and Evcenses Each pany shall bear s own e
eNpenses incurred in CONNECON with tais Aureement. the Detimine Agregments and ;he
Acquisition and the uther transacuons suntemplated by this letter or incident 10 the
forezoing.

13 Effect of’ Aureement Liberty. SPE. Apuilo Fund and Baston
Capual each achnow ledye tnat tnis Agreement specities our agresment 15 10 certain af
:he conditions to our respective obligations and cerain other terms of the Acquisition,
and that this Agreement 1s a binding agreement of the parties. effective and enforceable
upon the execution of this Agreement.

14 Representanonsand Warranties. (a) Each ofLiberty, SPE. Apollo

Fund and Bastion Capital. sexeraily and not jointly, represents and warrants to the other
that: (i)it has the requisite corporate or parinership power and corporate or partnership
authority to execute and deliver this Agreement and to perform its obligations hereunder
tiu} the execution and delivens wl this Aureement and the pertormance by it ot i1s
obligations hereunder have been duly authonzed by its board of directors or other
2overruny bodv and no ciner corzorate or paninership proceedings on s part are
necessary for the execution and delivery of this Agreement and the performance of its
vbligations provided for heremn. and (i) this Aureement has been duly executed and
delivered by it. and assuming this Ayreement is a bindiny oblivation of the other parties.
this Agreement constitutes a valid and binding obligation of it enforceable auainst it in
accordance with its terms.

(1-1] Apollo Fund represents and warrants that to its knowledge no
alien owns any interest in Stauon Co within the meaning of the Communications Act.
as a result of the inv estment by Station Holdings in Station Co Apollo Fund agrees thar.
iubsequent to the date hereof. it Apollo Fund becomes aware that any alien has an
attributable interest in Stauon Co as a result of the investment by Station Holdings in
Stauon Co . it will restructure its investment in Station Holdings or take any other action
necessany so that such alien interest will not be attributable 1o Station Co consistent with
the requirements of the Communications Act and the rules and regulations of the FCC
thereunder and Liberty and SPE will cooperate with all reasonable requests of Apollo
Fund in connection therewath

== (¢}  Basuon Capual represents and warrants that 1o its knowledge no
alien owns any interest in Station Co within the meaning of the Communications Act,
a3 a resuht of the investment by Station Holdings 'in Station Co. Bastion Capital agrees
that, subsequent to the date hereof. if Bastion Capital becomes aware that any alien has
an interest in Station Co a3 a result of the investment by Station Holdings in StationCo |
it will restructure its investment in Station Holdings or take any other action necessary
s0 that such alien interest will not be atinbutable to Station Co. consistent with the

e |
LRI R L T T ST -

T



Fequirzments of the Communmicatiuns Act and the rules and regulatons ot e 31 ¢
-xereunaer and Liberty and SPE will sooperate with all reasonable request: of Sasuon
Capnal in connection therewith

(d)  Libertv and SPE fepresent and warrant that to therr Anow edue
aliens will own iess than a 23%% nierest in Stanon Co within the meanine of the
Communications Act, as a result or -=e imesiment by Libery and S5PE in Suium-. Cao
L:bentv and SPE agree that. subsequent to the date hereof if they become aware that
aliens 0w n a greater percentage nterest in Station Co asa result of their invesiment in
Station Co . they will restructure their investment in Station Co consistent \with the

requirements of the Communications Act and the rules and regulations of the FCC . .

thereunder and Apollo and Bastion will cooperate with all reasonable requests of Libertv
and SPE in connection therewith,

15 Jotices  All notices and other cammunications hereunder shall
be in writing and shall be deeined wiven if delivered persanally. sent by facsimile (receipt
of which is confirmed by the person to whom sent) or mailed by registered or cernified
mail (return receipt requested) to the sarties at the following addresses (or at such other
address for a partv as shall be specified by like nouce)

fa) Ifto Libertv_ to

Liberty Media Corperation
3101 East Prentice Avenue
Suite 500

Englewood. Colorado S0111
Facsimile No (303) 721-%443
Altention: David Kor¥

with a copy (which shall not constirute notice) 1o

Tele-Communicauons. Inc.
5619 DTC Parkoway
Englewood, Colorado 80111
Facsimile No.: (303) 488-3245
Artention: Stephen Brett
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with a copy iwmch shail noL constiute nouce) Lo

Skadden. Arps, slate, Meagner & Flom LLP
300 South Grand Avenue -

Suite 3400 =

Los Angeles. Caiiforma Wa)7|

Facsimile Mo 1215y 887-3400

Attention Thomas C lanson. Ir

b) If to SPE. to

Sony Pictures Enterrainment [ne
10202 West Washington Boulevard
Culver Citv, Califorria 90232
Facsimile %o (3105 243-181%
Altention: Alan Sokol

with a copy (which shall not constitute noticel to

Troop \eisinger Steuber & Pasich. LLP
10940 Wilshure Boulevard

Los Anyeles. Califorma 90024
Facsumile No (310} 443-8503
Attention: Richard E Trouop

) If to Apollo Fund or Station Holdings. to:

ipolle Adwvisors. L P

1301 Avenue of the Amencas. 38th Floor
New York, New York 10019

Facsimle No (211) 1613102
Attention; Edward Yorke

with a copy (which shall not constitute notice) to-

Akin, Gump. Strauss. Hauer & Feld L LP
T 580 Madison Avenue
New York. New York 10022
Facsimile No.. (212) 872-1002
Attention: Patnck J Dooley, Esq.

24
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1d) If 10 Basuza Caputal. 1o

Rasuon Capual Fusd L P

-9 Avenue of the Stars- Suite S961)
Los Angeles. Califoraia- s 7
Attention Guunlermo Bron

with 3 Copy (w2ich shail nor consiitute ncuice) 10

Irell & “Manella

333 South Hope Streer, Suite 3300
Los Angeles, Califormia 90071-3042
Facurmile {213} 229-0%1%

Attenion Edmund M Kautman

16 Goverming Law  This Agreement shall be governed by and
vonstrued in accordance with the laws o' the State of New York applicable to contracts

to be performed in such state
i? Asagnment Escept as provided herein. this Agreement shall not

be assignable by either panty hereto without the prior wntten consent of the other panty
hereta

13 Third Pams Beneticianes. This Agreement is solely for the benerfit

of the parties hereto and i1s not intended to create any nyhts in any third parties other
than permirted 1ssignees.

|9 Counterpans This Agreement mav be executed in one or more
counterpans, all of which taken together shall be deemed to constitute one and the same
aureement,

ek,
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In witness whereof, the parties have executed this agreement as of the
| 7th day of November, 1997

APOLLO INVESTMENT FUND II

By Apollo Advisors IL L P . its General
Partner

By: Apollo Capital Management
[L, Inc., its General Partner

By: W
Name: SFof Yerée
v.”

Title:

BASTION CAPITAL FUND,L.P.

By: Bastion Partner, L.P., its General
Pariner

By: BronCorp,, its General Part-

ner
By:
Name:
Title:
LIBERTY MEDIA CORPORATION
By
Name:
£ Tile
uAl SONY PICTURES ENTERTAINMENT INC.

ay_ et L

Nime: Yair Landau
Title: Executive Vice Presidemt
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In witness whereaf, te sanies have executed this ayreement 15 of
1Tth day of Novermoer, 1997 i

WPOLLO INVESTMENT FUND LI

By Apolle Adwsers ILL P s Cenaru
! artrar

By Apolis Capres) Marapemen
IL Inc . ity Geoersl Purtrar

By
N
Tl

FASTION CAPITAL F1INEY 1. P

By Buscs Puirer. P, 0 Cenerel
Purines

ity Generad Pans

iy

Nerrar
Tide.

o

LIBERTY MEDLA CURPORATION

| 4 8
N
Trcher

SONY MCTURES ENTERTAINVENT INC

.‘:'I"- Wi Yes Laodmg
Tilde Excourve Vi Proudem
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In wimesy whereof, the parties have executed this agreement as of the
1718 day of November, 1597 = '

APOLLO IWVESTMENT FLND M

By Apcue Advisors LL L.P.. its General
Parwmer

By Apolld Capital Meragemenr |
L lne | =3 General Paroer

LIBERTY MEDIA CORPORATION

l hﬂm_% T

m"ﬂ-ﬂm

al SONY PICTURES ENTERTAINMENT INC.

Tame: Yar Landm
Tile Exscutive Vics Presidem
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CERTIFICATE DF DESIGNATIONS, PREFERENCES AND RIGHTS
OF SERIES B PREFERRED STOCK

Pursuant to Seetion 151 of the General Corporation Law of the State of Delaware:

WHEREAS, Entravision Communications Corporation, a corporation arganized and existing
under the laws of the State of Delaware (this “Corporation”), does hereby certify that, pursuant to the
autherity conferred on the Board of Directars of this Corporation by the First Restated Certificate of
Incorporation, as amended, of this Corporation in accordance with Section 151 of the General
Corparation Law of the State of Delaware, the Board of Directors of this Corporation adopted the
following resolution establishing 2 new series of preferred stock of this Corporation.

RESOLVED, that pursuant to the authority conferred on the Board of Directors of this
Corporation by Article 4 of the First Restated Certificate of Incorporation, as amended, the Board of
Directors of this Corperation hmby establishes a series of the authorized preferred stock of this
Corporation, $0.0001 par value per share, which series will be designated as "Series B Preferred Stock,”
and which will consist of 369,266 shares and will have the following rights, preferences, mﬂ“lcg:s and
restrictions (capitalized terms not defined herein shall have the meaning given to such terms in the First
Restated Certificate of I:tmrpumunn. as amended, of this Corporation );

Al nml_hm!g and Digtribotions. The holders of shares of Series B Prefetred Stock
will be entitled to participate with the holders of Class A Commeon Stock with respect 1o any dividend
declered on the Class A Common Stock I proportion 1o the number of shares of Clzss A Common Stock
issuable upon conversion of the shares of Series B Preferred Stock held by them.

B. Ma!ﬂan Preference.

§1] In the event of any liquidation, dissolution or winding up of this
Corporation, ¢ither voluntary or invohmrary, subject to the rights of the Series A, Preferred Stock and any
other series of Preferred Stock toibe established by the Board of Directors of this Corporation
{cull:ctwtly, "Senior Preferred Stock™), the holders of the Series B Preferred Stock shall be entitled wo
receive, after any distribution with respect to the Senior Preferred Stock and prior 1o and in preference to
any distribution of any of the assets of this Corporation to the holders of Comumon Stock by reason of
their ownership thereof, $0.0001 for each share (as adjusted for any stock split, stock division or
consolidation) of Series B Pr::fh'ml Stock then-outstanding.

Gii) Upcm the completion of the diswribution required by subparagraph (i) of
this Section B, the remaining assets of this Corporation available for distribution to steckholders shall be
distributed among the holders of Series B Preferred Stock and Conunon Stock pro rata based on the
number of shares of Common Sm-:k held by each (assuming conversion of all such Series B Preferred
Stock).

C. Moting, En:n:pt as provided in this Certificate of Designations, the holders of
shares of Series B Preferred Smck will have no right to vote on any matters, questions or proceedings of
this Corporation. !

D. w So leng as Univision Communications Inc.
(“Univision™), or any Permitted Transferee of Univision, owns at least 65,950 shares of Series B Preferred
Stock, without the consent of the'holders of a1 least a majority of the shares of Series B Preferred Stock
then outstanding, in their sole discretion, voting as a separate class, given in writing or by votc at a
meeting of such called for such purpose, this Corporation will not:
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D merge, consclidate or enter into a business combination, or otherwise
reorganize this Corporation with or into one or more entities (other than a merger of a wholly-owned
subsidiary of this Corporation into another wholly-owned subsidiary of this Corporation);

() dissolive, liquidate or terminate this Corporation;

(i) d:.m:ﬂy or indirectly dispose of any interest in any FCC license with
respect to television stations which are affiliates of Univision Communications Inc.;

(iv) mmd, alter or repeal any provision of the Certificate of Incorporation or
bylaws of this Corporation or this Certificate of Designation, each as amended, so as to adversely affect
any of the rights, preferences, privileges, limiations or restrictions provided for the benefit of the holders
of the Series B Preferred Stock; or

L) issue or sell, or obligate iself w issue or sell, any shares of Series B
Preferred Stock, or any mmheath&t are convertble into or exchangeable for shares of Series B

Preferred Stock.

E. Conversion.

(1] Voluntary Conversion. Each share of Series B Preferred Stock shall be
convertible at the option of the holder thereof into a mumber of shares of Class A Common Stock
determined in accordance with Section E(iii) only in connection with a Trensfer of the Class A Common
Stock issued upon cenversion thereof to any third party other than an “affiliate™ (as such term is defined
in Rule 405 promulgared under the Securities Act of 1933, as amended) (an “Affiliate’”) of the ransferor,

(ii) Awniomatic Conversion. Each share of Series B Preferred Stock shall
convert automatically without any further action by the holder thereof into a number of shares of Class A
Common Stock determined in accordance with Section E(iii) upon its Transfer to any third party other
than an Affiliatc of the ransferor.

(i) Conversion Rate. Each share of Series B Preferred Stock shall be
convertible in accordance with Sections E(i) and E(ii) into the number of shares of Class A Common
Stock that results from multiplying (x) 1 by (y) the conversion rate for the Series B Preferred Stock that is
in effect at the time of conversion (the “Counversion Rate™). The Conversion Rate for the Series B
Preferred Stock initially shall be 100, The Conversion Rate shall be subject to adjustment from time to
time as provided in this Certificate of Designations, All refevences to the Conversion Bate herein means
the Conversion Rate as so adjusted.

(iv)  Mandatory Conversion. When and if this Corporation is authorized to
issue a class of Common Stock that has the same rights, preferences, privileges and restrictions as the
Class A Common Stock, other than (a) having no voting rights as set forth in Section C of this Certificate
of Designations and (b) having the protective provisions set forth in Section D of this Certificate of
Designations (provided that the references to Series B Preferred Stock in subsections D(iv) and D(v) shall
be changed to such class of Commem Stock) (the “Class D Comumon Stock™), this Corporation shall have
the right, without any further action by the holder of the Series B Preferred Stock, 10 cause each share of
Serics B Preferred Stock to convert into the number of shares of Class D Common Stock that results from
multiplying (x) 1 by (y) the Conversion Rate. The Conversion of the Series B Preferred Stock pursuant to
this subsection D(iv) shall be deemed to occur on the date this Corporation deposits written notice of such
conversion in the United States mail, postage prepaid, and addressed to the holder of the Series B
Preferred Stock at its address appearing on the books of this Corporation.
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) Subdivisions: Combinations. In the event this Corporation should at
any time prior to the conversion of the Series B Preferred Stock fix a record date for the effectuation of 2
split or subdivision of the outstanding shares of Class A Common Stock or the determination of holders
of Class A Common Stock entitled to receive & dividend or other distribution payable in additional shares
of Common Stock, then, as of such record date (or the date of such dividend, distribution, split or
subdivision if no record date is fixed), the Conversion Rate chall be appropriately decreased so that the
number of shares of Class A Common Stock issuable on conversion of each share of such series shall be
increased in proportion to such increase in the aggregate number of shares of Class A Common Stock
outstanding. If the number of shares of Class A Common Stock outstanding at any time prior to the
conversion of the Series B Preferred Stock is decreased by a combination of the outstanding shares of
Class A Commeon Stock, then, following the record date of such combination, the Conversion Rate shall
be appropriately increased so that the number of shares of Class A Common Stock issuable on conversion
of each share of such seni¢s shall be decreased in proportion 1o such decrease in outstanding shares.

|
(vi)  Recapitalizations. If at any time or from time 10 time after the

applicable date of this Certificate’ of Designation there is a recapitalization, reclassification, reorganization
or similar event, then in any such event each holder of a share of Series B Preferred Stock shall have the
right thereafter to convert such share into the kand and amount of stock and other securities and property
receivable upon such recapitalization, reclassification, reorganization or other change by a holder of the
number of shares of Class A Common Stock into which such share of Series B Preferred Stock could
have been converted immediately prior to such recapitalization, reclassification, reorganization, or other
change, all subject 1o further adjustment as provided herein or with respect to such other securites or
property by the terms thereof.

(vil) NoImpairment. This Corporation will not, by amendment of its
Certificate of Incorporation or this Certificate of Designation (except in accordance with applicable law)
or through any reorganization, recapitalization, ransfer of assets, consolidation, merger, dissolution, issue
or sale of securities or any other voluntary action, avoid or seek to avoid the chservance or performance
of any of the terms to be observed or perfnn-ned under thiz Section E by thiz Corporanon, but will in good
faith assist in the carrying out of all the provisions of this Section E and in the taking of al] such action as
may be necessary or appropriate in order to protect the conversion rights of the holders of Series B
Preferred Stock against mpmrmmt

(viif) ﬂgmnvnned Shares, If less than all of the outstanding shares of Series
B Preferred Stock are converted pursuant to Sections E{l}, E(ii) and E(iv) above, and such shares are
evidenced by a certificate representing shares in excess of the shares being converted and surrendered o
this Corporation in accordance with the procedures as the Board of Directors of this Corporation may
determine, this Corporation shall execute and deliver to or upon the written order of the holder of such
certificate, without charge to the holder, a new certificate evidencing the number of shares of Series B
Preferred Stock not converted. Mo fractional shares shall be issued upon the conversion of any share or
shares of Series B Preferred Sm]:, and the number of shares to be issued shall be rounded to the nearest
whaole share,

(ix)  Reservation. This Corporation shall at all times reserve and keep
wvailable our of its authonzed but unissued shares of Class A Commeon Stock, to effect conversions, such
number of duly authorized shares of Class A Common Stock as shall from time to rime be sufficient 1o
¢ffect the conversion of all outstanding shares of Series B Preferred Stock; and if at any time the number
of authorized but unissued shares of Class A Commen Stock shall not be sufficient 10 effect the
conversion of all then outsmanding shares of the Series B Preferred Stock, in addition 1o such ather
remedies as shall be available to the holder of the Series B Preferred Stock, this corporation will take such
corporate action as may, in the opinion of counsel, be nooessary 1o increase its authorized but unissued
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chares of Class A Common Stock to such number of shares as shall be sufficient for such purposes,
including, without limitation, engaging in best efforts w obtain the requisite stockholder approval of any
necessary amendment to this Corporation’s Certificate of Incorporation.

F. Eﬂm‘:ﬁ opn by this Corporation, The Series B Preferred Shares shall not be
redeemable by this Corporation.

G. Reacqnired Shares, Any shares of Series B Preferred Stock whueh will have
been converted will be retired and cancelled promptly after the acquisiton thereof. All such shares will
upon their cancellation become authorized but unissued shares of Preferred Stock and may be reissued as
part of 2 new series of Preferred Stock subject to the conditions and restrictions on issuance set forth
herein, in the Certficate of Incorporaton, or n any other certificate of designation creating a series of
Preferred Stock or any simmilar stock or as otherwise required by law.

RESOLVED FURTHER, that the officers of this Corporation be, and each of them hereby is,
authorized and empowered on behalf of this Corporetion to execute, verify and file a certificate of
designation of preferences in accordance with Delaware law,
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IN WITNESS WHEREOF, Entravision Communications Corparation has caused this certificate
to be duly executed by its duly authorized officers and atiested by its secretary this _ day of Mareh,

2003.

ENTRAVISION COMMUNICATIONS CORPORATION

By:

Walter F. Ulloa
Chairman and Chief Executive Officer

B
i

John F. Delorenzo
Cheef Financial Officer

ke



