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(" pm: SMITH, Adam
sent: o 18 June 2010 15:15
To: C : Fares, David
Subject: RE: Time to chat today?

Manic today preparing for-oral questions on Monday. Can we catch up after those?

From: Fares, David [mallto{ ]
Sent: 18 June 2010'10:57
To: SMITH, Adam -~

Subject: Time to chat today? .

Adam,

[ hope allis well. | have had a crazy travel schedule but am back for 2 whole business days Do you have time fora

‘:k catch-up call today?

. Best,
- David

. David Fares _
Vice President, Government Relations
News Corporation
Tel: NY:
.London:

This message and its attachments may contain legally privileged or confidential information. It is intended
solely for the named addressee. If you are not the addressee indicated in this message (or responsible for
delivery of the message to the addressee), you may not copy or deliver this message or its attachments to
anyone. Rather, you should permanently delete this message and its attachments and kindly notify the
sender by reply e-mail. Any content of this message and its attachments that does not relate to the official
iness of News America Incorporated or its subsidiaries must be taken not to have been sent or endorsed
any. of them. No representation is made that this email or its attachments are without defect.
 This email was received from the INTERNET and scanned by the Government Secure Intranet anti-virus
service supplied by Cable& Wireless Worldwide in partnership with MessageLabs. (CCTM Certlﬁcate
Number 2009/09/0052.) In case of problems, please call your organisation’s IT Helpdesk. :
Communications via the GSi may be automatlcally logg ed monitored and/or recorded forle gal purposes
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T Om: SMITH, Adam
Sent: 09 August 2010 19:06
To: - ’DFare#

Subject: o Re: Time to chat tomorrow?

~ Sure. Although not much has changed from our end | don't think

From: Fares, David <DFares
To: SMITH, Adam

Sent: Mon Aug 09 18:54:48 2010
Subject: Time to chat tomorrow?
Adam,

Do you have time for a quick chat regarding costs tomorrow?

—~
1 -
(\‘Qe all is well.

Thénks,
David -

Dawd Fares

Vice President, Government Relatlons

News Corporation

Tel: NY:
London:

This message and its attachments may contain legally privileged or confidential information. It is intended
-solely for the named addressee. If you are not the addressee indicated in this message (or responsible for
delivery of the message to the addressee), you may not copy or deliver this message or its attachments to
anyone. Rather, you should permanently delete this message and its attachments and kmdly notify the
\ler by reply e-mail. Any content of this message and its attachments that does not relate to the official
‘ness of News America Incorporated or its subsidiaries must be taken not to have been sent or endorsed
by any of them. No representation is made that this email or its attachments are without defect.
This email was received from the INTERNET and scanned by the Government Secure Intranet ant1-v1rus
service supplied by Cable&Wireless Worldwide in partnership with MessageLabs. (CCTM Certificate
Number 2009/09/0052.) In case of problems, please call your organisation’s IT Helpdesk.
Communications via the GSi may be automatically logged, monitored and/or recorded for le gal purposes
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C m: SMITH, Adam’
Sent: _ A 11 August 2010 09:21
To: Fares, David o
Subject: '  RE: Are you free to speak at 19:00 this evening?

Just left a message of your mobile - am around all day to speak.

From. Fares Dawd [mallto DFares
Sent: 10 August 2010 18:15

To: SMITH, Adam '
Subject: Are you free to speak at 19:00 this evening?

David Fares
g te President, Government Relatlons
vs Corporation
Tel NY:
London:

- This message and its attachments may contain legally privileged or conﬁdentlal mformanon It is intended
solely for the named addressee. If you are not the addressee indicated in this message (or responsible for
delivery of the message to the addressee), you may not copy or deliver this message or its attachments to

‘anyone. Rather, you should permanently delete this message and its attachments and kindly notify the .
'sender by reply e-mail. Any content of this message and its attachments that does not relate to the official
business of News America Incorporated or its subsidiaries must be taken not to have been sent or endorsed
by any of them. No representation is made that this email or its attachments are without defect. N
This email was received from the INTERNET and scanned by the Government Secure Intranet anti-virus

~ service supplied by Cable&Wireless Worldwide in partnership with MessageLabs. (CCTM Certificate
Number 2009/09/0052.) In case of problems, please call your organisation’s IT Helpdesk.

i \itnmunications via the GSi may be automatically logged, monitored and/or recorded for legal purposes.
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{'/}m: : o SMITH, Ad'am .
Sent: : -+ 16 August 2010 15:54
To: Fares, David

Subject: : RE: Costs Follow-up

Only that 'm not sure anything will have changed Jeremy’s mind but as I say | can’t say much more until he’s b_ack.

From: Fares, David [malfto DFaresq
Sent: 16 August 2010 14:24
To: SMITH, Adam

Subject: RE: Costs Follow-up

No worries and thanks. Did you have any breliminary thoughts?

/~~pm: SMITH, Adam [mailto:Adam. Smith@ ]
\nt: Monday, August 16, 2010 9: 25 AM :

@ Fares, David

Subject: RE: Costs Follow-up

/
{
/
{

I’'m not going to be able to give a'definitive position on this for a few days I'm afraid as Jeremy is on holiday.

From:-Fares, David [mailto :DFaresd
Sent: 16 August 2010 14:18

“To: SMITH, Adam

Subject: Costs Follow-up

‘Adam,
Just wanted to check-in again to see if you had any thoughts on the information | sent you.

Thanks,
David

|

’ id Fares '

ice President, Government Relatlons .

News Corporation

Tel: NY:
London:

This message and its attachments may contain legally privileged or confidential information. It is intended
__solely for the named addressee. If you are not the addressee indicated in this message (or responsible for
delivery of the message to the addressee), you may not copy or deliver this message or its attachments to

anyone. Rather, you should permanently delete this message and its attachments and kindly notify the
sender by reply e-mail. Any content of this message and its attachments that does not relate to the official
business of News America Incorporated or its subsidiaries must be taken not to have been sent or endorsed
by any of them. No representation is made that this email or its attachments are without defect.
This email was received from the INTERNET and scanned by the Government Secure Intranet anti-virus
service supplied by Cable& Wireless Worldwide in partnership with MessageLabs. (CCTM Certificate
*Tumber 2009/09/0052.) In case of problems, please call your organisation’s IT Helpdesk.

" <ommunications via the GSi may be automatlcally logged, monitored and/or recorded for legal purposes
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This email and its contents are the property of the Department for Culture, Media and Sport.
_If you are not the intended recipient of this message, please delete it.
1l DCMS e-mail is recorded and stored for a minimum of 6 months .
The original of this email was scanned for viruses by the Government Secure Intranet virus scanning service
supplied by Cable&Wireless Worldwide in partnership with MessageLabs. (CCTM Certlﬁcate Number
2009/09/0052.) On leaving the GSi this email was certified virus free.
Commumcatmns via the GSi may be automatlcally logged, monitored and/or recorded for legal purposes.

This message and its attachments may contain le gally privileged or confidential information. It is intended
solely for the named addressee. If you are not the addressee indicated in this message (or responsible for
delivery of the message to the addressee), you may not copy or deliver this message or its attachments to
anyone. Rather, you should permanently delete this message and its attachments and kindly notify the
sender by reply e-mail. Any content of this message and its attachments that does not relate to. the official
. business of News America Incorporated or its subsidiaries must be taken not to have been sent or endorsed
by any of them. No representation is made that this email or its attachments are without defect.
This email was received from the INTERNET and scanned by the Government Secure Intranet anti-virus
service supplied by Cable& Wireless Worldwide in partnership with MessageLabs. (CCTM Certificate
““umber 2009/09/0052.) In case of problems, please call your organisation’s IT Helpdesk.
b mmunications via the GSi may be automatically logged, momtored and/or recorded for legal purposes.
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£ pme SMITH, Adam
sent: - ' 01 September 2010 12:05
To: Fares, David ,
Subject: RE: Will you be at IAB with Jeremy Tomorrow?

Not going to be there no. am having a half day to play cricket — that counts as a holiday in my book!"

From: Fares, David [mailto:DFares
Sent: 01 September 2010 11:4S
‘To: SMITH, Adam

~ Subject: Will you be at IAB with Jeremy Tomorrow?

If so, I look forward to seeing you there.

HQ{JE you were able to get a holiday in notwithstanding the madness.

‘David

David Fares ,

Vice President, Government Relations

News Corporation '

Tel: NY: '
London:

~ This message and its attachments may contain legally privileged or confidential information. It is intended -
solely for the named addressee. If you are not the addressee indicated in this message (or responsible for
delivery of the message to the addressee), you may not copy or deliver this message or its attachments to
anyone. Rather, you should permanently delete this message and its attachments and kindly notify the
sender by reply e-mail. Any content of this message and its attachments that does not relate to the official
¥ siness of News America Incorporated or its subsidiaries must be taken not to have been sent or endorsed

ny of them. No representation is made that this email or its attachments are without defect.

s email was received from the INTERNET and scanned by the Government Secure Intranet anti-virus
service supplied by Cable& Wireless Worldwide in partnership with MessageLabs. (CCTM Certificate
Number 2009/09/0052.) In case of problems, please call your organisation’s IT Helpdesk. _
Communications via the GSi may be automatically logged, monitored and/or recorded for legal purposes.
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(Om: ' SMITH, Adam
sent: : ' 25 October 2010 14:13
To: , Fares, David

Subject: - RE:Is Jeremy Heading to LA Next Week?

Don't think so

-----Original Message-—--

From: Fares, David [mailto:DFares
Sent: 25 October 2010 14:11

To: SMITH, Adam

Subject: RE: Is Jeremy Heading to LA Next Week?

Sorry, | meant on h|s agenda to discuss with the Fred and other studio reps in LA.

Orlglnal Message-----
’ n: SMITH, Adam [mailto:Adam. Smith¢

Sent: Monday, October 25, 2010 9 12 AM
To: Fares, David :
Subject: RE: Is Jeremy Heading to LA Next Week?

Itis in that he's asked Ed to implement it. But he isn't actually involved in doing so.

-----Original Message---—-
From: Fares, David [mailto: DFares‘
Sent: 25 October 2010 12:29
To: SMITH, Adam
Subject: RE: Is Jeremy Heading to LA Next Week?

lam very sorry to be a pest, but is DEA implementation on Je remy s agenda? Thanks s0 much for all of the
_information and apologles for the back and forth.

)Origlnal Message-----

Q.n SMITH, Adam [mailto:Adam.Smitl
Sent: Monday, October 25, 2010 7:12 A
To: Fares, David
Subject: RE: Is Jeremy Heading to LA Next Week?

o _don't know who's been involved at Fox - its being organised by UKTI. And its partly to do with abolition of Film
Council but also just to reiterate our support for film industry in general.

----—-0riginal Message--—--
From: Fares, David [mailto:DFares
Sent: 25 October 2010 11:47
To: SMITH, Adam
Subject RE:Is Jeremy Headlng to LA Next Week?

I lied, one last question. Is Jeremy 5 agenda focused on the abolition of the Film Council and how the Government
plans to move forward? Thanks.

- -Original Message---—
From: SMITH, Adam [mailto:Adam.Smith
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Sent: Monday, October 25, 2010 6:45 AM
- To: Fares, David
Subject: RE: |s Jeremy Heading to LA Next Week?

Sorry, prepping JH for oral questions. He's meeting Fred Baron from Fox. On wedneday.

From: Fares, David [mailto:DFare
Sent: 25 October2010 11:10

To: SMITH, Adam

Subject: RE: Is Jeremy Heading to LA Next Week?

Adam,
Just tried calling you and left a message with Will. If would be great if we could speak today regarding Jeremy’s trip.

Thanks,
David

--Original Message---—-

m: SMITH, Adam [mailto:Adam.Smith
“Sent: Monday, October 25, 2010 5:24 AM
To: Fares, David
Subject RE: Is Jeremy Headlng to LA Next Week?

He s yes. Reps from most of them I think. Final details still being organiséd though.

-—--Original Message-----

From: Fares, David [mailto:DFares(
Sent: 25 October 2010 10:01
To: SMITH, Adam

Subject: RE: Is Jeremy Headmg to LA Next Week?

Thanks. Is he meeting with the studios?

-Original Message---—-- :
‘ 'm: SMITH, Adam [mailto:Adam. Smltﬂ
W.nt: Monday, October 25, 2010 4:49 AM

To: Fares, David ‘
Subject: RE: Is Jeremy Heading to LA Next Week?

He is yes. Flies out this evening.

-—----Original Message----- ‘
From: Fares, David [mailto:DFare# :
To: SMITH Adam : '

Subject Is Jeremy Headlng to LA Next Week"

" Adam,
| hope all is well, it has been a while.”D_o you know if Jeremy is heading to LA next week?
'.}et's try to catch-up soon.

i

Best,
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[ ms : SMITH, Adam

Sent: k 16 November 2010 10:56

To: . : -Fares, David ’ )

Cc: Michel, Frederic { NewsInt ); JONES, Will
Subject: - RE: Time to meet this week?

Hi David,

I’m sure | can find some time. Will can send over a few options.
Hope all is well.

Adam . ' -

ym: Fares Dawd [ma|It0 DFares
t: 15 November 2010 15:32
_J: SMITH, Adam :
Cc Michel, Frederic ( NewsInt) }
Subject: RE: Time to meet this week?

Apologies, copying Fred.

From Fares, Dawd

Sent: Monday, November 15, 2010 10:31 AM
To: 'SMITH, Adam'

Subject: Time to meet this week?

Adam,

| hope that all is well. Fred and { would very much like to meet with you sometime this week to discuss outstanding
issues regarding DEA implentation. | will make myself available at your convenience. -

gxking forward to seeing you. '

,‘ Best,
David

David Fares
Vice President, Government Relat|ons
News Corpor ion
Tel: NY:
- London

This message and its attachments may contain legally privileged or confidential information. It is intended
solely for the named addressee. If you are not the addressee indicated in this message (or responsible for
delivery of the message to the addressee), you may not copy or deliver this message or its attachments to
anyone. Rather, you should permanently delete this message and its attachments and kindly notify the
sender by reply e-mail. Any content of this message and its attachments that does not relate to the official
“siness of News America Incorporated or its subsidiaries must be taken not to have been sent or endorsed
wy any of them. No representation is made that this email or its attachments are without defect.
This email was received from the INTERNET and scdnned by the Government Secure Intranet anti-virus
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sefvice supplied by Cable&Wireless Worldwide in partnership with MessageLabs. (CCTM Certificate
Number 2009/09/0052.) In case of problems, please call your organisation’s IT Helpdesk.
Communications via the GSi may be automatically logged, monitored and/or recorded for legal purposes.
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pm: . » - SMITH, Adam

sent: 14 December 2010 15: 39
- To: , Fares, David
Ce: . JONES, Will

Subject: 4 ' RE: MPA and DEA

Thanks David.

! ve had a chat to Ed and he s very happy in principle to meet Bob in January. !'ll pass your email on to hlS office so
they can sort the logistics out. Shall | tell them to go through you to organise it?

From Fares, David [mailto: DFare#
Sent: 10 December 2010 12:52
~To: SMITH, Adam
C=: JONES, Will
@ ~iect: MPA and DEA

[

i,

'”Adarh,'
" Sorry to hear that you are not feeling well and hope you feel better soon.

| wanted to let you know that the MPAA Board (made-up of the CEOs of the studios) met last week and reaffirmed
the organization's commitment to DEA lmplementatlon and participation in phase 1. Having said that, the board
instructed MPAA President, Bob Pisano, to continue to work to address i issues related to the appeals costs and to

" come to London to engage with senior Government officials on this matter. MPAA and the member companies are
working on constructive and concrete proposals that are consistent with the Act and political realities. Our hope is
that the Cost SI will not be submitted to Parliament untii Bob has had the opportunity to discuss the proposals we
devise with Government. Currently, Bob is scheduled to come to London from 10-12 January.

| would be happy to discusé further while 1 am traveling.

,Tl"ﬁnks again for all of your efforts.

.t

David

David Fares
Vice President, Government Relatlons
News Corporation
Tel: NY:- ’

London:

This message and its attachments may contain legally privileged or conﬁdentlal 1nformat10n Itis 1ntended
solely for the named addressee. If you are not the addressee indicated in this message (or responsible for
delivery of the message to the addressee), you may not copy or deliver this message or its attachments to
anyone. Rather, you should permanently delete this message and its attachments and kindly notify the
sender by reply e-mail. Any content of this message and its attachments that does not relate to the official
busmess of News America Incorporated or its subsidiaries must be taken not to have been sent or endorsed
‘ v any of them. No representation is made that this email or its attachments are without defect.
—his email was received from the INTERNET and scanned by the Government Secure Intranet anti-virus
service supplied by Cable& Wireless Worldwide in partnership with MessageLabs. (CCTM Certificate

1

MOD300009348



For Distribution to CPs

Number 2009/09/0052.) In case of problems, please call your organisation’s IT Helpdesk.
Communications via the GSi may be automatically logged, monitored and/or recorded for legal purposes. -
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"/\_fam: Adam Smith |
Sent: 30 April 2012 08:34
To: OLDFIELD PAUL
Subject: Fwd: As discussed

Ay

Begin forwarded message:

—

From: Adam Smith| |
Date: 14 January 2011 17:54:52 GMT

To: Frederic Michel | |
Subject: As discussed :

Thank you for getting in touch about the News Corp/BskyB transaction. | thought it would

be helpful if | clarified the process that Jeremy Hunt is going through. -

Ofcom delivered their report to the Secretary of State Jeremy Hunt on 31st December. He is
now considering the report carefully. He has been clear that he will take as much time as
necessary to come to a fully considered decision and he rightly believes that it is more

~important to come to the right decision rather than work to an arbitrary timescale. In taking

this decision it is open to the Secretary of State to take representations however, it would
detract from the decision making process to provide a running commentary on what, if any,

~ discussions he is having. The Secretary of State will however, be publishing Ofcom’s report
‘but he has not taken a final decision about when this will happen. He has a statutory duty to

publish it before or at the time of the announcement of his decision so it will be available
for everyone to see at some point soon.

Due to the Secretary of State’s quasi-judicial role it is not possible to provide any further
details at the moment but needless to say he is committed to reaching a decision in a fair
and even-handed way. Further details about this process will be announced once the
Secretary of State’s decision has been made public. ' '

This email was received from the INTERNET and scanned by the Government Secure Intranet anti-virus
service supplied by Cable&Wireless Worldwide in partnership with MessageLabs. (CCTM Certificate
Number 2009/09/0052.) In case of problems, please call your organisation’s IT Helpdesk.
Communications via the GSi may be automatically logged, monitored and/or recorded for legal purposes.
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am:
Sent:
To:

Subject:

~Adam Smith
30 April 2012 08333
OLDFIELD PAUL
Fwd: seen this?

Begln forwarded message:

)

From Adam Smlth‘
Date: 19 January 2011 09:55:17 GMT
To: fmiche ‘ -
Subject: seen this?

Ivan Lewis Oxford Media Convention Speech January 2011

Check against delivery

When Ed Miliband appointed me to this position three months ago | pfomised to
listen, learn and lead.

While this remains my approach | have come to realise thét the media world moves
at such a pace that lnductlon is a luxury if not an lndulgence

In that short period we have seen the BBC Licence Fee Settlement, News Corp’s bid
to acquire Sky referred to Ofcom, the impact of the Daily Telegraph’s undercover
investigation into the way senior Lib' Dems view the Conservative led Government

- and the suspension of a senior News International journalist in connection wuth

ongoing phone tapping allegations.

But more lmportant than any one issue or moment in time we have a revolution
taking place in our global media environment. Industry innovation, convergence and
changing consumer demand are resulting in exciting new opportunities and ask new
questions of industry and Government. BBC iPlayer, Facebook, Twitter, Skype,
Mumsnet, YouTube; all platforms which are revolutionising the way people
communicate with each other and access content. :

Today - | want to touch on the lmportance and potent|a| of our Creatlve Industnes
News Corp’s-bid for BSkyB and the future of the BBC. . :

Creative industries

As we reflect on the lessons of the global financial crisis it is clear that Britain’s

economy was over-dependent on the financial services sector and in Government
Labour should have pursued a more active industrial policy, not simply as a
response to the crisis, but as an integral part of economic policy.

MOD300009351
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These lessons are particularly apposite as we consider the challenges and .
opportunities facing our creative industries — a great British success story but in
serious peril of falling behind w1thout Government leadership and lndustry cohesion.

The Conservative led Government has sald repeatedly that it views the creative
industries as a key driver of jobs and growth however every signal they are sending
the industry is to the contrary. Not only has there been no growth strategy but there

has also been a total lack of leadership. Instead on this Government's watch we
have seen: ’

- Delayonthe rolAl out of broadband.
. Confusion over IP with the announcement of a new review
- No to a video games tax Break |
- The abolition of the Film Council
- The BBC steamrolled through a licence fee settlement |
- No progress on the Digital Economy Act

- And having stripped Vince Cable of his responsibilities for media policy there
is still little clarity on how the transfer of Civil Servants and key areas of
responsibility from BISS to DCMS will work in practice.

This'is why | have called on the Government to set up a cross Government group
chaired at Cabinet level working with industry representatlves to produce an action
plan during 2011.

The action plan should cover lssues such as:

Seeking a UK arid EU regulatory framework which is fit for thlS new era of
format convergence and content globalisation .

- Seeking clear and robust intellectual property rights in the UK and EU

- Clarity about accountability and project management for broadband roll out
- The development of a demand led education and skills system

— Access to finance and business support for start-ups and mnovatlon

- Tax policy in the context of global competition
'~ Astrategy for accessing developing countries markets

- The interaction between public and private sector funding

- In the period ahead | intend to be a champion for the Creative Industries — we “got it"

in Government and we get it in opposition - that jobs and growth in our creative
sector is integral to the future success of our economy.

jNewscqrp?s bid for B,SkyB T

| now want to touch on News Corp’s bid for total ownership of BSkyB and be clear
about where Labour stands. '

We believé that media pluralism is essential to the integrity of our democracy. No
single voice should dominate and all significant changes of ownership should be
subject to a robust public interest test.

| called on Vince Cable last month to refer News Corp’s proposed achisition of
BSkyB to Ofcom because there is a case to answer. His referral was right but

2
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subsequent judgement so flawed that the whole process has been brought into
disrepute.

A process which is further undermined by a Secretery of State' now charged with this
decision who is on the record as having a prejudicial view..

Jeremy Hunt could rebuild some confidence by releaeing Ofcom'’s report with
immediate effect. This would provide a basic level of transparency and clarify the
legitimacy of any meetings he is having with interested parties.

The Secretary of State should act in the public inierest no more no less.

Unlike V|nce Cable | do not wish to declare war on Rupert Murdoch in many ways
Sky and News International have been pioneers in responding to the aspirations of
consumers. For this they should be commended not condemned. They have a right
to argue for a deregulated media with a lesser role for the state and a right to
compete vigorously in a rapidly changing market. :

But Iet me be clear, in Britain no commercial interest however big or small has a
rlght to make the law or break the law.

That must be the non negotiable prrncrple of our democracy any democracy worthy
of the name.

On plurality that means applying the’public interest test free of political prejudice.

On phone hacking it means- proper investigation by the CPS and the police of very
serious allegations and the full cooperation of News International until the truth is
flnally established and justice prevails.

BBC

Turning to the BBC let me be unequivocal; the BBC is a force for good in our country
and on behalf of our country.

The integrity of its global news coverage, the quality of its original content and its
parenting of much of our creative innovation are a source of national pride.

It is clear that the British people have a similar affinity to a licence fee funded BBC

as to an NHS free at the point of use funded through direct taxation. That is why
successive Conservative Governments, despite their ideological instincts, have been
unable to unpick the fundamental principles of these two unique British institutions.

However, that doesn’t mean the BBC‘can count on unconditional public support
without reform. The digital age has transformed the relationship between the media
and citizens. People want more control and choice over their sources of information.
Public service broadcasting should respond to this new dynamic. This is why | am
keen to explore a radical change to governance which would lead to the BBC
becoming a mutual organisation. Empowered licence fee payers could have an
equal stake as members of the BBC. They could have the right to be consulted on
BBC policy and strategy and elect some of the member‘s of the BBC Trust. This
would ensure a more accountable and responsive BBC. More representative of the
citizens who pay the bills and use the service. 21 century public service

broadcasting would benefit from more active citizens having a real stake in the future
of the BBC.

4

| intend to explore this option as part of Labour’s policy review process.
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In the short-term | have proposed that the two candidates who will soon be

“nominated as suitable to be Chairman of the-BBC Trust should be subject to scrutiny -

by the Culture, Media and Sport Select Committee prior to a decision by the
Secretary of State. | hope the Government will see the virtues of an approach which

‘will reduce the risk of political bias and ensure a more transparent apponntment

process. _

In the period ahead Labour will defend the BBC against political interference and
ideologically motivated attacks. We expressed serious concerns about the heavy
handed way the Government railroaded the licence fee settlement

But we will be a critical fr|end.

- Demanding maximum value for money including transparency on
remuneration. .

- Scrutinising the corporatlon S ch0|ces as |t embarks on an unprecedented
cuts exercise.

Supportlng the BBC's nght to be at the cutting edge of the digital revolutlon
and engage in commercial activities but also to recognise the need for
consolidation and focus. -

Conclusion

| want to end by saying this. | passionatély believe that a diverse, innovative media
is an integral part of our democracy. 1t is important to the success of our economy
but it is far more important than that. It defines the character of our country. That is
why | fundamentally disagree with Mark Thompson’s view that a Fox News
equivalent would be ok in the UK. We need to hold onto certain non-negotiable
principles. But equally, we cannot afford to stand still as the digital revolution
transforms the choices of consumers and the challenges faced by all media -
organisations. In the months and years ahead Labour will hold the Government to

- account but we will also work with you to develop a policy framework which
“strengthens our democracy and meets the economic challenges of the future. It will

be an important part of how we make the transition from Opposmon to being a
credible alternative Government.

Ends

This email was received from the INTERNET and scanned by the Government Secure Intranet anti-virus
service supplied by Cable&Wireless Worldwide in partnership with MessageLabs. (CCTM Certificate
Number 2009/09/0052.) In case of problems, please call your organisation’s IT Helpdesk.
Communications via the GSi may be automatically logged, monitored and/or recorded for legal purposes.
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Thm: © SMITH,Adam -
Sent: : 01 February 2011 15:40
To: o Fares, David

Subject: RE: DEA

- No specific orie but we’re not expecting them to get something back to us for a month or so.

From: Fares, David [mailto:DFares |
Sent: 01 February 2011 15:37
To: SMITH, Adam
Subject: Re: DEA

Is there a deadline for OFCOM's review? Thanks.

7 ~ym: SMITH, Adam [mailto:Adam.Smith ]
vt Tuesday, February 01, 2011 05:30 AM
. Fares, David

“Subject: RE: DEA

Yes indeed. We’ve.managéd to keep all of the DEA out of the Bill. This is ésSe’ntiaIly the ;ompromise for doing so.

From: Fares, David [mailto:DFare
Sent: 01 February 2011 10:27
To: SMITH, Adam

Subject: Re: DEA

Perfegt and thanks. So, section 17 is still being saved from the Great Repeal Bill?

From: SMITH, Adam [mailto:Adam. Smt j
Sent: Tuesday, February 01, 2011 05:16 AM '
To: Fares, David -

- 9"?b3ect RE: DEA

i available this afternoon if you want to give me a bell then. Essentlally its nothlng to worry about and we remain
'commltted to site blocking as a measure bUtJUSt want to check what we have drafted is workable it’ S a very narrow
and technical review. | will send over the release when its out.

From: Fares, David [mailto:DFares
Sent: 01 February 2011 10:11
To: SMITH, Adam

Subject: Re: DEA

Adam

Thanks so much for the heads-up. | am traveling today but would love to discuss further, elther later today or
tomorrow. Should we try to schedule a time to speak?

Thanks again,
David

vvw.lom: SMITH, Adam [mailto:Adam.Smit|
Sent: Tuesday, February 01, 2011 04:56
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To: Fares, David
Subject: DEA

7 David,

Just a quick update about something we are putting out later this morning on the DEA. Following the Your Freedom
exercise (where you’ll know the DEA came near the top of things that.respondents wanted scrapped) we are going
to get Ofcom to do a quick piece of work on whether the site blocking measures are practical. Jeremy’s quote very

- clearly sets out that we think site blocking as a measure is a useful tool in tackling online copyright infringement but
we want to check that the Act as drafted would actually be workable.

Happy to chat more about it if you want more info.

Adam

***************************************************************#************

/"™his email and its contents are the property of the Department for Culture, Media and Sport
.you are not the intended recipient of this message, please delete it.
-1 DCMS e-mail is recorded and stored for a minimum of 6 months
The original of this email was scanned for viruses by the Government Secure Intranet virus scanning service
supplied by Cable&Wireless Worldwide in partnership with MessageLabs. (CCTM Certlﬁcate Number
2009/09/0052.) On leaving the GSi this email was certified virus free.
Communications via the GSi may be automatically logged, monitored and/or recorded for legal purposes.

This message and its attachments may contain legally priVileged or conﬁdential information. It is intended
solely for the named addressee. If you are not the addressee indicated in this message (or responsible for
delivery of the message to the addressee), you may not copy or deliver this message or its attachments to
anyone. Rather, you should permanently delete this message and its attachments and kindly notify the
sender by reply e-mail. Any content of this message and its attachments that does not relate to the official
. business of News America Incorporated or its subsidiaries must be taken not to have been sent or endorsed
by any of them. No representation is made that this email or its attachments are without defect.
‘This email was received from the INTERNET and scanned by the Government Secure Intranet anti-virus
cerv1ce supplied by Cable& Wireless Worldwide in partnership with MessageLabs. (CCTM Cert1ﬁcate
umber 2009/09/0052.) In case of problems, please call your organisation’s IT Helpdesk.
ymmunications via the GSi may be automatically logged, nionitored and/ot recorded forlegal purposes.
_4***************************************************************************
This email and its contents are the property of the Department for Culture, Media and Sport.
If you are not the intended recipient of this message, please delete it.
All DCMS e-mail is recorded and stéred for a minimum of 6 months _
The original of this email was scanned for viruses by the Government Secure Intranet virus scanning service
supplied by Cable& Wireless Worldwide in partnership with MessageLabs. (CCTM Certificate Number
2009/09/0052.) On leaving the GSi this email was certified virus free.
-Communications via the GSi may- be automat1ca11y logged, monitored and/or recorded for legal purposes

This message and its attachments may contain legally prwﬂeged or confidential information. It is intended
solely for the named addressee. If you are not the addressee indicated in this message (or responsible for
delivery of the message to the addressee), you may not copy or deliver this message or its attachments to
anyone. Rather, you should permanently delete this message and its attachments and kindly notify the
sender by reply e-mail. Any content of this message and its attachments that does not relate to the official -
business of News America Incorporated or its subsidiaries must be taken not to have been sent or endorSed
hy any of them. No representation is made that this email or its attachments are without defect.

._/his email was received from the INTERNET and scanned by the Government Secure Intranet anti-virus
service supplied by Cable& Wireless Worldwide in partnership with MessageLabs. (CCTM Certificate -
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Adam Smith

- Sent: 27 April 2012 09:46
To: OLDFIELD PAUL
Subject: Fwd: OFT update - Privileged & Confidential ,
Attachments: ‘ ‘ Letter to Allen Overy 02.02.11.docx.pdf; ATT00001..htm

Begin forwarded message:

—

From: "Michel, Frederic" <fmichel
DatT: 2 February 2011 12:46:02 GMT
To:
Subject: FW: OFT update - ™ ~

""Please consider the environ: \/ »
-The Newspaper Marketing Age |

www.nmauk.co.uk

This e-mail and any attachme: : :ged and are the

property of News Internationa y. for the News
International group, is register vhose registered
office-is 3 Thomas More Squai s uD 243 8054 69), on

whose systems they were generawcu. 11 you have received this e-mail in error, please notify
the sender immediately and do not use, distribute, store or copy it in any way. Statements or
opinions in this e-mail or any attachment. are those of the author and are not necessarily
agreed or authorised by News International Limited or any member of its group. News
International Limited may monitor outgoing or incoming emails as permitted by law. It

-accepts no liability for viruses introduced by thlS e—ma11 or attachments.

This message and its attachments may contain legally privileged or confidential information..
It is intended solely for the named addressee. If you are not the addressee indicated in this
message (or responSLble for delivery of the message to the addressee) you may not copy or
deliver this message or its attachments to anyone. Rather you should permanently deléte this
message and its attachments and kindly notify the sender by reply e-mail. Any content of this
message and its attachments that does not relate to the official business of News America

‘Incorporated or its sub51d1ar1es must be taken not to have been sent or endorsed by any of

them. No representation is made that this email or its attachments are without defect.
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OfFcom

2 FebruaryA2011 '

[

Allen & Overy LLP

- One Bishops Square | ‘ - ' Direct fine:
One Bi mes|

E1 6AD

steve.unger@ofcom.org.uk

Dear| |

News CorporatlonIBSkyB merger

As you know, on 27 January 2011, the Secretary of State asked the Office of Fair Tradlng
("the OFT") and Ofcom to advise him on the undertakings offered by News Corporation in

lieu of a reference to the Competmon Comm155|on (“UlLs”) in relation to its proposed merger

with BSkyB.

He asked the OFT under section 93 of the Enterprise Act 2002 for their views on the practical

and financial viability of the proposals set out in the UlLs, anticipating that the OFT might
require Ofcom’s 3551stance with this. The OFT has informed us that it does require
assistance from Ofcom in light of its sectoral knowledge. He also asked Ofcom, in
accordance with section 106B of the Act, for advice on the extent to which we think the UlLs-
address the potential impact on media plurality identified in our report. The Secretary of State
asked Ofcom and the OFT to respond to him by Friday, 11 April 2011.

In order to provide the assistance and advrce sought the OFT and Ofcom requlre a full
detailed understandlng of News Corporations proposed undertakings. The OFT and Ofcom
have consrdered the most effective way of carrying out the Secretary of State's request to
them, and agreed that it is essential, in order to be able to advise within the time stated, that ‘
we work together through a collaboratlve process. We also met DCMS to explaln this -

process to them.

This collaborative process will be'unworkeble unless the OFT and Ofcom can communicate
with one another on the basis of a consistent set of information. We understand from the
OFT that your client objects to information provided to the OFT being shared by the OFT with
Ofcom in this process on the basis that the information is oonﬂdentlal

I light of the roles that Ofcom has been asked to fulfil in this context we can see no basis

for News Corporation objecting to the OFT and Ofcom sharing any information which News
Corporation considers is relevant to a full understanding of its proposed undertakings. Ofcom
of course as a statutory regulator has strict obligations of confidentiality. In order for Ofcom to

Telephone +
Facsimile +

www.ofcom.org.uk

Riverside House
2a Southwark Bridge Road
London SEY 9HA
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fufill its functions of assisting the OFT and advising the Secretary of State as set out above it
needs to consider the same information as the OFT.

We assume in proposing undertakings in lieu of a reference your cliehft is keen to engage as

- proactively as possible with the OFT and Ofcom in the short 'time available.

That being so, please confirm that the OFT may share with us any information relevant to a

full detailed understanding of your cliént_’s proposed undertaking which your client has
provided to it. ‘ '

Yours sincerely

Steve Ungef ‘

cc:

20f2
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"’d ~ From: "Michel, Frederic" <fmichelj

.fom: Adam Smith |

Sent: 27 April 2012 09:45

To: _ OLDFIELD PAUL ’

Subject: Fwd: Restricted: Newscorp / BSkyB ‘

Attachments: Restricted - PROPOSED ACQUISITION BY NEWS CORP OF BSKYB - cover letter to

News covering questions 1 February 2011.pdf; ATT00001.htm; Restricted -
PROPOSED ACQUISITION BY NEWS CORP OF BSKYB - questions for News 1
February 2011.pdf; ATT00002..htm

Begin forwarded message:

=~ Date: 2 February 2011 12:45:52 GMT
- Toz[
 Subject: FW: Restricted: Newscorp / BSkyB ' ;

"Please consider the environment before printing this e-mail"

The Newspaper Marketing Agency: Opening Up Newspapers:

Www.nmauk.co.uk

A This e-mail and any attachments are confidential, may be legally privileged and are the

, ~ property of News International Limited (which is the holding company for the News

International group, is registered in England under number 81701 .and whose registered

office is 3 Thomas More Square, London E98 1XY, VAT number GB 243 8054 69), on
whose systems they were generated. If you have received this ¢-mail in error, please notify
the sender immediately and do not use, distribute, store or copy it in any way. Statements or
opinions in this.e-mail or any attachment are those of the author and are not necessarily
agreed or authorised.by News International Limited or any member of its group. News
International Limited may monitor outgoing or incoming emails as permitted by law. It
accepts no liability for viruses introduced by this e-mail or attachments.

This message arid its attachivients may contain legally privileged or confidential information.
It is intended solely for the named addressee. If you are not the addressee indicated in this
message (or responsible for delivery of the message to the addressee), you may not copy or
deliver this message or its attachments to anyone. Rather, you should permanently delete this
message and its attachments and kindly notify the sender by reply e-mail. Any content of this
message and its attachments that does not relate to the official business of News America
Incorporated or its subsidiaries must be taken not to have been sent or endorséd by any of
them. No representation is made that this email or its attachments are without defect.
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OFFICE OF FAIR TRADING
- -

| |

Allen & Overy LLP

Your ref Direct line \ . |
Our ref ' Fax {020) 7211 8916
Date 1 February 2011 Email ~ Sheldon.Mills

Dear

News / BSkyB
Information request.

Further to our conversation earlier today, and your presentation to us.yesterday"on the '
proposed undertakings in lieu (UIL) offered by News Corporation (News) to the Secretary

of State in relation to the above matter, | attach a list of questions for News in re_lation to
the UIL. . ‘

" These questions are designed to assist the OFT in preparing its advice to the Secretary of

S'_tate under section 93 Enterprise Act 20027(.EA 02) and in particular responding to the
request in the Secretary of State’s letter of 27 January 2011 to the Chief Executive of the
OFT that the OFT discover whether the UIL would be practical.ly and financially viable. | |
would also note that Ofcom has been asked to provide any assistance the OFT may

. require in Conéidering the UIL, as well as advising the Secretary of State on the potential

impact of the UIL on the concerns they' raised about media plurality in their report of 31
December 2010. | '

Given the short time period within which we are required to report to the Secretary of
State, we would be grateful for a response to these questions as soon as reasonably
possible. It would greafly assist us if you were able to provide what information you can
by midday on 3 February 2011, following up with the remaining responses as soon as
possible afterwards. - ‘ »

&4" 2y

INVESTOR £ PEOPLE

Vet

L4

-
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Disclosure of information

We have disc’:u»ssed‘today the duestibn of whether News would be willing to consent to
the OFT disclosing to Ofcom information provided by News to the OFT. This is an issue
that | have also discussed directly with Andrea Appella at News this afternoon.

“We note your position as set out in your email to me of this evehing.

Having regard in partlcular to the fact that the Secretary of State has asked Ofcom to
provide any assistance the OFT may require in considering the UIL, we will revert to you in
due course in relation to any specific information that will need to be disclosed in order to -
facilitate the exermse of our own functions under section 93 EA 02 and/or Ofcom's
functions under 106B EA 02. '

As you have égreéd today, we look forward to re(:eiv‘ing from you confidential and non-
confidential versions of your responses to the attached quest|ons the latter version of

‘which may be freely dlsclosed by us to Ofcom.

We note that your email of this evening states that News 'has /legitimate concerns about”
con‘fidentiality‘ of the information shared with you which [it] would only want to be |
circulated on a -need-to-know basis and not discussed widely in intra-government
communications'. However, in relation to any specific information or category of
information that is redacted from your responses, we would ask you to set out the reasons
why you believe that disclosure of that informatioh to Ofcom Would be detrimental to -
News, having regard to the fact that Ofcom would itself be bound by restrictions on the
use and further d|sclosure of such lnformatlon

Yours sincerely -

Sheldon Mills
Director, Mergers
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RESTRICTED - CONFIDENTIAL

PROPOSED ACQUISITION BY NEWS CORP OF BSKYB
QUESTIONS RE UNDERTAKINGS IN LIEU PROPOSAL (1)

1 FEBRUARY 2011

1. Introduction

1.1. The OFT sets out below quéstions it has in relation to the undert'akings'
in lieu offered by News Corporation {News) in relation to its proposed
acquisition of the remaining shares in BSkyB Group plc (Sky) (the UIL).

1.2. The questions below are based on the draft text UIL offer submitted to
the Secretary of State, the memorandum explaining the UIL offer of Allen
& Overy of 18 January 2011 and the presentation and commentary
provnded by News to the OFT at the meeting on 31 January 2011.

1.3. These questlons are desngned to assist the OFT 1in preparing its advice to
the Secretary of State under section 93 Enterprise Act 2002 and in
particular responding to the request in the Secretary of State’s letter of
27 January 2011 to the Chief Executive of the OFT, that the OFT
discover whether the UIL would be pract'ically and financially viable.

1.4: The OFT requests a response to these questions by midday dri,3
February .201 1. ' ‘

1.5. References to ‘slides’ are to page numbers of the sllde deck supplied to
the OFT at the meetlng on 31 January ‘

2. . Revenue and costs for NewCo

2.1. Over what p‘erio_d are the revenue streams to Sky News likely to build
up? Slide 8 states 'NewCo will be prof_itable from day one"but a .
comment in the meeting suggested that the income may not be
immediately in place? .
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2.2,

Please clarify how the cost and revenue projections that are detailed in
the presentation (slides 9 to 14) have been estimated in more detarl
Specifically, supported by evrdence '

2.2.1.

2.2.2.

2.2.3.

2.2.4

. 2.2.5.

2.2.6

2.2.7.

Where comparative figures are available, please provide detailed
actual cost and revenue figures for the historic performance of Sky

News over the last five years;

please -provide details for the calculation of the carriage deal
revenue; ’ ' '

please provide details of any charges to Sky News that will be
renegotiated over the 10-year period' ’ ‘

.please provrde a detailed breakdown of last year s syndlcatlon and

advertlsrng revenue by component and compare this with previous
years; ' '

where some revenue or charges would be newly created by the
creation of NewCo, please advrse the detailed basrs for the
calculation;

.please provide a more detailed breakdown of costs by category,

comparing actual and projected costs;

if some of the actual or projected costs relate to intra-company
charges, please explain the nature of the charges and the .
methodology for determining the|r size. How will these charges be

. determined in the future7

2.2.8.

2.2.9

where services are provided by Sky, have Sky agreed the bases
for the projected costs? Who would be the appropriate contact in
Sky to confirm these costs from their perspectiv_'e?,j

.what proportion of the revenue and costs of NewCo will be

determined by News Corp through its ownership of Sky?

3. 'Risks for NewCo

3.1.

Slide 14 identifies events that could lead to a reduction in profitability

through reduced income or increased costs. Please quantify and explaln
the events identified. Please also clarify the period over Wthh the 5 per

cent inflation assumption is made.
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3.2. Please detail any other contracts or agreement renewals that come up-
' for renewal over the period and account for 5 per cent or more of costs -
or revenue, with a description of the contract, the associated cost or

revenue and an indication of the likelihood, in your view, of dlfferent
financial outcomes.

3.3. Froma financial perspective, what circumstances could risk a shortfall in
income or an increase in costs of £1 m or more over the projected period

and how big is the risk? We note that five items are identified in your
slide 14.

4.  Financial structure of NewCo — balance sheet perspective

‘ _'4.1. Please clarify the expected balance sheet structure for NewCo When itis
) ﬂoated on AlM.

4.2. In the meeting, an initial cash injection of £20m was mentioned, but this
did not seem to affect shareholders funds. Would the cash be provided .
as a loan or as an initial capital injection?

4.3. How would NewCo's balance sheet structure e.g. asset resources
provrde support for any loans NewCo chose to ra|se7 '

Y

5 Lcng term viability of-NewCo - the carriage agreement

5.1. Please provide evidence, by reference to equivalent examples, of why a
10 year carriage agreement will be of sufficient duration for NewCo to
be said to be viable in the long term. '

5.2. Please provide relevant evidence on the comparability of the overall value
of the envisaged carriage fee agreement, relative to industry norms.

5.3. Please explain the assumptions for the pspm fees (see slide 1 1). How
' does this break down in expected real terms between basic, HD and HD
exclusivity premium over the years projected? How does this compare
-with other-third party channe!-deals you have entered?

5.4. 'Please provide details of the lengths of the carriage agreements that Sky
currently has with other providers (see slide 18), including the three
longest duration carriage agreements.

5.5. Please explain how NewCo's business model, viability and commercial
) _ position would be impacted by an expiry of the 10 year carriage
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agreement. In particular, whether the finite nature of the carriage
© agreement would: ' |

5.5.1.affect NewCo's ability to attract and retain talent;
© 5.5.2.impact on NewCo's berrowing ability; and

5.5.3.otherWise impact on NewCo's ability to develop and expand its
© business. | ‘

In responding to the questions in this paragraph 5.5, please explain why
NewCo's position under the UIL would be as strong as its current
.position within Sky. '

5.6. What would be the lmpact for NewCo of Sky developing an alternative
suppller of news programmlng durlng the carriage agreement?

5.7. Please specify prec_isely what Would conStitute a 'material breach' of the
carriage agreement (paragraph 4.4{iii) of the UIL and slide 18). ,

5.8. How W’ill'any requirements for further sUpply of Sky News, e.g. to new -
media channels, be agreed7 Are any additional requlrements to be
included |n the contractual arrangements? '

6.  Brand 'Iicensing agreement :

6.1. Please provide the brand llcenslng agreement with Sky Deutschland (see
slide 19).

6.2. Please explain why the brand licensing agreement is structured in a 7
year + 7 year + 3 year format given the carriage agreement is for 10
years (see paragraph 4.5 of the Ul‘L).

6.3; Please specify What Would constltute a 'material breach' of the brand
llcensmg agreement (paragraph 4.6(iii) of the UIL and page 19 of the b
presentation).

6.4. What specific terms in the brand licensing agreement would allow costs
" to increase and will any potential increase be cap"ped?

7. Existing contracts relating to Sky News

7.1. Please provide a full list of third party consents t_hat are required in
relation to the transfer of Sky News to NewCo (see slide 17). Please
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also confirm the third party consentsvrequired for each of the contracts
listed in paragraph 4.2 of the UIL.

7.2. Please confirm what is meant by 'the benefit and burden of all or
substantially all contracts to which Sky News is party associated with
fixed newsgathering' in paragraph 4.2(iv) of the UIL.

7.3. Please provnde the length and remalnrng duratlon of each of the contracts
listed in paragraph 4.2 of the undertaklngs

7.4. Please explain how the expiry of the existing capacity agree'rr\ent with _
Argiva in respect of the broadcast of Sky News on Freeview will |mpact _
upon the busrness of NewCo (para 4.2 (ii) UIL)

Operatlonal agreements

8.1. Please provide details of the staff currently engaged principally in the Sky -

- News business who will not transfer to NewCo (paragraph 4.1(ii) of the

UIL).

8.2.. Please comment on the absence of a non-solicitation obligation in
relation to the staff transferred to Sky News.

- 8.3. .Please explain which assets (including personnel, licences, contracts

etc.) of the Sky News business will n'ot"bLe transferred to NewCo
(paragraph 4.1(i) of the UIL).-

8.4. Please co_mment on what is meant by 'Arrangements will also be made
~for NewCo tot have the use of assets which are not used exclusively in .
the Sky N'ewe busﬁness on normal market terms if so requested by
NewCo' (paragraph 4.1(i) of the UIL). Specifically: ’

8.4.1.what assets are envisaged and how extensive are ‘they? _
8.4.2.how are 'normal market terms' to be agreed?

8.4.3.what is the position in the event that terms could not be agreed?

~ 8.5.  Please explain what would happen in the event that Sky and NewCo

were unable to agree operational agreements as detailed on page 20 of
the presentation and paragraph 5.1 of the UIL.
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9.

10.

11.

- 8.6.

Please explain how, in practical terms, NewCo will be independently
viable given its physical proximity to Sky (in terms of the lease of the
Sky News land and buildings). ' '

Shareholding structure in NewCo

9.1.

9.2.

9.3.

Please expla_in what you believe would be likely to happen to the
shareholder profile of NewCo once it was admitted to trading. -

9.1.1.Would the existing shareholders of Sky wish to retain shares in
NewCo?

9.1.2.What could the impact be on NewCo of a Iarge number of its
' shares changing hands soon after admission to trading?

Please provide the investment bank opinion confirming NewCo would be
approprrate for admission to trading on AIM (referred toin sllde 25)

Please explaln what legal form the voting restriction in paragraph 3.1 (i)

of the UIL would take, other than the restriction in the UIL.

Governance of NewCo

10.1.

-10.2.

Please explain what protecti.on there would be against NewCo amehding‘ o
the protections detailed in page 21 of the presentation intended to be -
built into its Articles of Association (so as to provide superior corporate
governance protections to those required by an AlM listing)‘. (Note:

NewCo would not be a sig'natory to the UIL). s

Please comment on how the board of NewCo would be determined and
appornted Please confirm whether NC or Sky would have any
representatives on the board

Implementation of the UIL

11.1.

Please explain why a 9 month period would be required in the event that
the transaction is not recommended to effect the spin-off of Sky News’
into a publicly traded company (paragraph 2.1 of the UIL and slide 23).
Please exp|a|n whether, and |f so, ‘why, this is the shortest time that is
feasrble

. PIease explain why, in the event that the transaction is not

recommended no interim protection would be requrred for the period -
pending ' sp|n -off" of Sky News.
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rom: Adam Smith
Sent: . 27 April 2012 09:47
To: . o ' OLDFIELD PAUL
Subject: ~ Fwd: Response to OFT questionnaire ’
Attachments: - .CO-#13383197-v6-Response_to_OFT_request_1_February.pdf; ATTOOOOl htm; CO-#

13387996-v1-Annex_2 :

-_Trade_Mark_Licence _Agreement_- Sky_Sky_Deutsch[and PDF; ATT00002 htm;
CO #13398062-v1-Annex_3

-_Summary_of _licence_provisions_on transfer term_and_duration. PDF
<ATTOOOO3 htm; CO-#13398035-v1-Annex_4_-_AIM_Opinion_Letter.PDF;

ATT00004..htm; CO-#13387963-v1-Annex_5_1_-_Sky_Voting_Agreement_dated_21
_September_2005.PDF; ATT00005..htm; CO-#13388002-v1-Annex_5_2
_-_Sky_Memorandum_dated_19_October_2005.PDF; ATT00006..htm; CO-#

13391685-v2-Annex_1_-_NewCo_Business_Plan.pdf; ATT00007..htm

, Begiﬁ forwarded message: - ‘ : M gé AT TA Gag

From: "Michel, Frederic" <fmiche AT T AesA N&@S(‘

Date: 4 February 2011 17:08:26 G ‘ g
To: "
‘Subject: FW: Response to OFT ¢

7
Please find attached the Tesponse to the Ol : ing.

Andrea

""Please consider the environment before printing this e-mail"

The Newspaper Markéting Agency: Opening Up NeWspdpers: |

‘www.nmauk.co.uk

This e-mail and any attachments are confidential, may be legally privileged and are the
property of News International Limited (which is the holding company for the News
International group, is registered in England under number 81701 and whose registered

* office is 3 Thomas More Square, London E98 1XY, VAT number GB 243 8054 69), on
whose systems they were generated. If you have received this e-mail in error, please notify
the sender immediately and do not use, distribute, store or copy it in any way. Statements or
opinions in this e-mail or any attachment are those of the author and are not necessarily
agreed or authorised by News International Limited or any member of its group. News
International Limited may monitor outgoing or incoming emails as permitted by law. It
accepts no liability for viruses introduced by this e-mail or attachments.
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RESTRICTED - CONFIDENTIAL

)

12. News’ future acquisition'of shares in NewCo

12.1. Please explain why the fact that further 'acquisition of shares by News
would be subject to the takeover code and could lead to a 'relevant
merger situation' (slide 2 4) ‘means that a non-reacquisition clause is not
required to be iﬁcluded in the UIL. In providing your answer, please
explain why the standard provisi'on in OFT undertakings in lieu does not;
in your view, apply in this situation.

13.  Monitoring

13.1. Please explain your view that the structure of NewCo, and the
‘ obhgatlons imposed on it, would reduce the momtorzng burden on the
. | OFT in terms of compliance with the UIL.

13.2. Please explain whether you believe there would be value in having a
monitor appointed (potentially with an arbitrator function in relation to
the obligation on News to agree further agreements).

14. Clear-cut standard for UIL

14.1. Please explain why you believe the UIL satisfy the 'clear cut' standard
that the OFT applies in relation to UIL, in particular with regard to:

14.1.1. - the dependence of NewCo on Sky for its principal revenue
A stream, having regard to the finite duration of the carriage
agreement and the brand licensing agreement;

‘ 14.1.2. the fact that the brand licensing agreement is terminable in
the event of a change of control of NewCo; and ’

14.1.3. the nature and extent-of the ongoing links between Sky and
‘NewCo.

15.  Other queries on the UlL

15.1. Please explain why post-closing, Sky should be tréated as an "Affiliate’
of News for the purposes of paragraph 6.3 of the UIL.

OFT
1 February 2011
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This message and its attachments may contain legally privileged or confidential information.

“ It is intended solely for the named addressee. If you are not the addressee indicated in this

' message (or responsible for delivery of the message to the addressee), you may not copy or -

deliver this message or its attachments to anyone. Rather, you should permanently delete this
message and its attachments and kindly notify the sender by reply e-mail. Any content of this
message and its attachments that does not relate to the official business of News America
Incorporated or its subsidiaries must be taken not to have been sent or endorsed by any of
them. No representation is made that this email or its attachments are without defect.
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Deutsche Ban’k ' | | J.PMorgan CAZENOVE

News Corporation
1 Virginia St.,

‘Wapping

London E98 1SN _ _
| 3" February 2011

PRIVATE AND CONFIDENTIAL

Dear]

Re: Demerger of Sky News -

As requested, we have reviewed the proposed corporate structure and governance
arrangements for Sky News. We have also reviewed the proposed business plan, together
with the assumptions underlying it, and the key commercial sensitivities. Based on these

proposals we would expect that the key elements of the investment casé for Sky News would
be: ‘ : :

- arobust independently managed news provider;
- a stable and growing profit stream backed by long term carriage arrangements; and
- a high level of cash conversion to support future investment.

Based upon this review and on the assumption that the envisaged proposals are carried out
and the AIM rules are complied with by Sky News (including the appointment ofa -
NOMAD), as of today's date, we believe Sky News would be appropriate for admission to
AIM. - S : . '

. Yours sincerely

Fbr and on behalf of

~
Deutsche Bank AG : JP Morgan Cazenove
, Deuéme Bank AG is authorised under German Benking La.w (mmpéent authonity: BaFin - Faderal Financial J.P. Morgan Lidd.

*~-  Supervisory Authority) and authorised and subject to limited regulation by the Financial Services Authority: a

125 London Wall, Londoit, ECZY 5AJ

member of the London Stack Exchange. Deutscne Bank AG is a joint stock corporation with limited liebility

incarporated in the Faderal Repubiic of Germany HR 36 000 District Court of Franidfurt am Main; Branch . o Tet +44 0107777 2000 - Fax: +44 (01207777 4744
Registration in England and Wales BRCO000S: Registared Acdress; Winchester House, 1 Great Winchester Registered lnErgland & Wales No. 248509, Registerad Offica: 125 Loncion Wall, London, ECZY 5AJ.
Stree, London EC2N 208 (04/09) Detalls atout the extent of our autmorisation and regule(non by the Financial Auttrorised and reguiated o the Fancial Services Authorty.
Services Authanity are availabie on request or from www.db ntm

_ JP. Margan Cazenove is a marketing name used by J.P. Morgan Secuyrities Ltd
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Deutsche Bank AG is authorised under Germen Banking Law (competent authority: BaFin - Federal Financial
Supervisory Authority) and-authorised and subject to limited reguiation by the Finandciai Services Authonity; a
member of the London Stock Exchange. Deutsche Bank AG is a joint stock corporation with limited fiability
incorporated in the Federal Republic of Germany HRB 30 000 District Court of Franifurt am Main; Branch
Registration in England and Wales BRC0O000DS; Registerad Address; Winchester House, 1 Great Winchester
Street, Loncon EC2N 2D8 (04/09) Details about the extent of our authorisation and-regulation by the Financial
Services Authority are availabie on request or from www.dh.comfenicontentieu_disciasures.htm

JP. Morgan Lt
125 Londoh Wall, London, EC2Y 5AJ

Tet +44 (020 7777 2600 - Fax: +44 (0)20 7777 4744

Registered in England & Wales Ne. 248608. Registered Offica 125 Londan Wall, London, ECZY SAJ.
Authonised and reguiatad by the Fnancial Servicas Authorty.

J.P. Morgan Cazenove is a marketing name used oy J.P. Morgan Securities Lid
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21 Segawber 2005

BRITISH SKY BROADCASTING GROUP ple

and .
'BSKYB HOLDCO, INC
‘ and |
NEWS UK NOMINEES LIMITED
and

- NEWS CORPORATION

VOTING AGREEMENT
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Lom: Adam Smith

Sent: ‘ - 27 April 2012 09:47

To: OLDFIELD PAUL

Subject: Fwd: OFCOM request for information

Attachments: I NC_Sky_UIL_-_request_for_information_to_NC_03-02-2011.pdf; ATT00001.htm

Begin forwarded message:

From: "Michel, Frederic" <fmiche1& _
Date: 4 February 2011 17:08:45 GMT
" To:| _ 4 ]

. Subject: FW: OFCOM request for information

"Please consider the environment before printing this e-mail"

The Newspaper Marketing Agency: Opening Up Newspapers:

www.nmauk.co.uk

This e-mail and any attachments are confidential, may be legally privileged and are the
property of News International Limited (which is the holding-company for the News
International group, is registered in England under number 81701 and whose registered
office is 3 Thomas More Square, London E98 1XY, VAT number GB 243 8054 69), on
whose systems they were generated. If you have received this e-mail in error, please notify

o the sender immediately and do not use, distribute, store or copy it in any way. Statements or

. opinions in this e-mail or any attachment are those of the author and are not necessarily:
agreed or authorised by News International -Limited or any member of its group. News
International Limited may monitor outgoing or incoming emails as permitted by law. It -
accepts no liability for viruses introduced by this e-mail or attachments.

This message and its attachments may contain legally privileged or confidential information.
It is intended solely for the named addressee. If you are not the addressee indicated in this
message (or responsible for delivery of the message to the addressee), you may not copy or .

~ deliver this message or- its attachments to-anyone.-Rather, you should permanently delete this
message and its attachments and kindly notify the sender by reply e-mail. Any content of this
message and its attachments that does not relate to the official business of News America

* Incorporated or its subsidiaries must be taken not to have been sent or endorsed by any of
them. No representation is made that this email or its attachments are without defect.
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- 3 February 2011

STEVE UNGER
Partner: Strategy, Chief Economist

] . ) ) and Technology
News Corporation = : , . Drectine ]
3 Thomas More Square ' Direct fax: 020 7981 3706
London '
E98 1EX
Dear Jeff,

News CorporatlonIBSkyB merger UILs - request for mformatlon _

| am wrltlng to request information in connectlon with Ofcom’s assessment of the
undertakings offered by News Corporation in lieu of a reference to the Competition
Commission in respect of its proposed merger with British Sky Bro’adcasting plc (“BSkyB").
This request is made on an informal basis.

Ba_‘ckgr.ound |

On 27 January 2011, the Secretary of State asked the Office of Fair Trading (“the OFT") and
Ofcom to advise him on the undertakings offered by News Corporation in lieu of a reference
to the Competition Commission (“UILs") in relation to its proposed merger with BSkyB.

He asked the OFT under section 93 of the Enterprise Act 2002 for their views on the
practical and financial viability of the proposals set out in the UlLs, anticipating that the OFT -
| e | -might | requnre Ofcom’s assistance with this. The OFT has informed us that it does require
‘ assistance from Ofcom in light of its sectoral knowledge He also asked Ofcom, in
accordance with section 106B of the Act, for advice on the extent to which we think the UlLs .
address the potential impact on media plurality identified in our report.

We are requesting ihformation from you in order to inform this work.
~ Information requested

News Corporation is requested to provide Ofcom with the information specified in the annex.
The specified information is requested to be provided in the manner and form specified, by
sending it in electronic or hard copy format to Clive Carter or giving it to Clive Carter in
person at: Ofcom, 2a Southwark Bridge Road, London, SE1 9HA. Please e-mail your
response to clive.carter@ofcom.org.uk. Please provnde the information by midday on
Monday 7 February 2011.

10f5
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Further information

If the questions we are asking do not capture any further information ydu consider of
relevance to our work, pleaSe provide it.

Confidentiality

In the response please indicate out in a separate annex marked “Confidential information”
any document or information which you consider to contain confidential information and

~ supply a written explanation as to why it should be treated as such. You should also supply

an edited paper and/or electronic version of the document or information or answer.

Itis for Ofcom to determlne whether or not the information is to be disclosed in accordance
with Part 9 of the Enterprise Act 2002. Information provnded will be disclosed to the OFT
should we- consnder it relevant to thelr work.

Offences

| drew your attention to section >1_17 of the Enterprise Act 2002 (a copy of which is enclosed)
which sets out the offences created by the Act in relation to the provision of false or
misleading information to Ofcom in connection with its functions under Part 3 of the Act.

Yours sincerely,

Steve Unger

CC:

20f5
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Annex: Information request — News Corporation

A. Financial independenoe of Newco

1.

Please specify the basis upon which you intend to calculate the “market rate’ that you
propose to be charged for the following revenue or cost items, explaining the basis for
calculation if the charge is proposed to either above market rate (in terms of revenues) or

below market rate (in terms of costs)

Carriage deal with Sky

Carriage deals with third parties

Sky Brand licence fee costs

Costs associated with land and building lease
Facilities and support costs

Broadcast & creative costs

Technology costs

@ropo TN

Please provrde detail on the proposed contractual terms for the followmg main revenue
and cost agreements with particular reference to the points below

a. Carriage agreement

i. How has the subscriber fee been calculated? Is rt based on the total
number of Sky subscribers, or on only those that have access to Sky
News, -or subscribers to-a particular package sold to Sky customers? Is it
‘based in any way on viewers on the DTT platform?

ii. Towhat extent would the carriage fee be affected by a fall in subscriber
numbers? To what extent is the rise guaranteed as opposed to being
dependant on specific market developments (e.g. rise in Sky HD
subscribers)? Will there be a fixed fee component that would guarantee a
minimum level of income, or some other form of minimum revenue

. guarantee?

ii. 'Would Newco be free to drop exclusrvrty on HD contractually'7 What would
be the effect on total carriage revenue for Newco, under a non-exclusivity
scenario, including possible other sources of revenue in your view e.g.
third party carriage fees from other platforms?

iv. What provision would there be for amendments to contractual terms -
and/or break clauses for each of (a) Newco and (b) Sky; and how would

- these be triggered (e.g. new market / technical developments such as
greater use of HD content on DTT, or 3DTV)?

'b. Brand hcensmg agreement

i. How has the Brand licence fee of 5% been arrived at'7 How does this
compare with similar market rates?

ii. What would be the rights and restrictions on the brand licensing
agreement? Would it allow for-example-distribution of the Sky News
channel on alternative platforms or to other platform operators
internationally? '

iii. What provision would there be for amendments to contractual terms
and/or break clauses for each of (a) Newco and (b) ‘Sky; and how would
‘these be trlggered'7

30of5
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Ofcom

c. Adsales agreement
i. What are the underlyrng assumptions made on the growth of TV
advertising underpinning the assumptions on Newco advertising
revenues? ‘
ii. What would be the costs associated wnth the provision of ad sales services
by Sky to Newco?
ii. What provision would there be for. amendments to contractual terms
and/or break clauses for each of (a) Newco and (b) Sky, and how would
these be triggered?

d. Other revenues

i. What are the underlyrng assumptions (|nclud|ng volume assumptlons)
used in calculating revenue from other platforms including mobile TV and
tablets?

ii. Please provide detalls in relation to the terms of the existing Sky News

- syndication agreements (duration, end date(s), including optional end-
dates/options to extend, revenues associated) and assumptions used in
the forward projection of syndication revenues in your model

Please provide details of any other anticipated limitation on Newco'’s ability to diversify
future revenue sources, including but not limited to:
a. limitations to new contracts of wholesale news provision by Newco to third partles
b. limitations on international distribution of Sky News channel
c. limitations to content syndication
d any non-compete agreements

Please provide detail on the proposed terms for the following potentlal contracts between
Newco and Sky:
a. Land and building lease (as ldentlﬂed in the UILs and in the slides sent to Ofcom
on dated 2 February 2011)
b. Broadcast and creative services (as identified in slides to Ofcom)
c. Facilities and support costs ((as identified under the overaII heading of overhead
and corporate within slides to Ofcom)
d. Broadcast and technical services agreements (as ldentlf ed in the UILs)
e. Production if there is any proposal for provision of services by Sky to Newco or
use of Sky assets by Newco

Please provnde a detalled breakdown of the anticipated technology and productlon costs
items (identified in slide 13 of the slides sent to Ofcom) for Newco, by

a. Payments to Sky, indicating the specific cost items -

'b. Payments to 3™ parties, indicating the specific cost items

c. Internal Newco costs, indicating the specrf c cost items

Please provrde detarls of platform access costs (for example, conditional access and

EPG) for Newco access to Sky platform, and indicate which cost item they have been
included in wnthrn the slides sent to Ofcom. |

Please provide the specific assumptlons in relation to the projected marketing costs
(included in the slides to Ofcom under ‘overhead / corporate’ on slide 10). How is it
proposed to market the Newco service, and who will undertake this activity? What
proportion of the total costs for marketlng the Newco service will be funded by Newco
itself as opposed to Sky?

40of 5
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How far areSky News and Sky Sports News integrated today, and what barriers may
there be in separating these out? What arrangements are going-to be put in place for the
sharing of assets and resources between Newco and Sky Sports News operations?

“What assets and resources are Iikely to be covered by these arrangements'?

What will be the arbitration process for resolvmg any contractual disputes, related for |

example to contract variations or renegotlatlons'?

Shareholding composition

Following the proposed share transfer, what would the structure of Newco shareholdings
be, based on.the current Sky shareholding structure? Which organisations would hold
more than 1% of Newco shares, and what would their shareholding‘ be?

. Governance

Who would Chair the Newco Board? Would it be an independent director?
What would be the process to ratify the mdependence of Newco non-executive directors?
Would the Newco editor be a member of the Newco Board? T

Would the Newco Board put in place specific arrangements to assume overall

- responsibility and accountabrhty on editorial policies and decisions?

15.

What would be the practrcal arrangements for appointment and removal of the editor and

other senior editorial roles of Newco as well as creation of new senior edltorlal roles in
Newco?

50of5
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.)r'om: Adam Smith

Sent: 27 April 2012 09:47
To: - OLDFIELD PAUL
Subject: Fwd: <no subject>

Begin forwarded message:

From: "Michel, Fredeéric" <fmichel
Date: 5 Februarv 2011 22:19:35 GMT

- Toy -

Subject: <no subject>

Ofcom BSkyB bid data questioned

- By Ben Fenton

Financial Times, 5 February 2011, p. 2

. Opponents of News Corp's proposed bid for British Sky Broadcastingare using mlsleadlng figures to make the

point that the combined company would have an overpowerlng positionin the UK, a Ieadmg media figure said
on Frlday, writes Ben Fenton .

David Elstein, former chief executive of Channel 5 and. before thét, head of programmfng for BSkyB, said
numbers included in Ofcom’s initial report on the bid showed the hypothetical merged company would hold a -
23.7 per cent share of news consumption by UK adults, while the BBC held 43.5 per cent.

But he said that consumption of News Corp's UK newspapers should not be counted in the same way as TV
news because much of what people read there was not news but features, puzzles or other material.

Revising those figures, and removing the services Sky News provides for independent radio stations and
Channel 5, would [eave the combined entity with 11.8 per cent and the BBC on 54.5 per cent, Mr Elstein said.

He was speaking at a seminar in London discussing the bid. There, lawyers agreed that the government's
investigation of whether the takeover would reduce plurality - the diversity of voices in the UK media - below
a sufficient level, would eventually be a subjective decision for politicians because there was no legal
definition of "sufficiency".

~'""Please consider the environment-before printing this e-mail" - - - -

The Newspaper Marketing Agency: Opening Up Newspapers:

www.nmauk.co.uk

This e-mail and any attachments are conﬁdenﬁal, may be legally privileged and are the

property of News International Limited (which is the holding company for the News
International group, is registered in England under number 81701 and whose registered
office is 3 Thomas More Square, London E98 1XY, VAT number GB 243 8054 69), on
whose systems they were generated. If you have received this e-mail in error, please notify
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the sender immediately and do not use, distribute, store or copy it in any way. Statements or
opinions in this e-mail or any attachment are those of the author and are not necessarily
e agreed or authorised by News International Limited or any member of its group. News
‘ International Limited may monitor outgoing or incoming emails as permitted by law. It
accepts no liability for viruses introduced by this e-mail or attachments. :

This message and its attachments may contain legally privileged or confidential information.
It is intended solely for the named addressee. If you are not the addressee indicated in this -
message (or responsible for delivery of the message to the addressee), you may not copy or
deliver this message or its attachments to anyone. Rather, you should permanently delete this
message and its attachments and kindly notify the sender by reply e-mail. Any content of this

* message and its attachments that does not relate to the official business of News America
Incorporated or its subsidiaries must be taken not to have been sent or endorsed by any of
them. No representation is made that this email or its attachments are without defect.

This email was received from the INTERNET and scanned by the Government Secure Intranet anti-virus
service supplied by Cable&Wireless Worldwide in partnership with MessageLabs. (CCTM Certificate
Number 2009/09/0052.) In case of problems, please call your organisation’s IT Helpdesk. ' ‘

’ g"nmumcatlons via the GSi may be automatlcally looged monitored and/or recorded for legal purposes.
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.rom:
Sent:
To:

Begin forwarded message:

-Subject:
Attachments:

From: "Michel, Frederic" <fmiche

Adam Smitﬂ
27 April 2012 09:50

OLDFIELD PAUL

Fwd: Response to OFT request for information

Co- #13427570 v6-Response_to_OFT_guestions_7 February pdf; ATTO0001.. htm

- Date: 8 Februarv 2011 21:16:00 GMT

‘ Mot

To

Subject: Fwd: Response to OFT request for information

See attached...let me know feedback...

Frederic Michel
Director, Public Affairs, Europe
News Corporation

Tel:

"Please consider the environment before printing this e-mail”

The Newspaper Marketing Agency: Opening Up Newspapers:

www.nmauk.co_.uk<http://www.nmauk.co.uk/>

This e-mail and any attachments are confidential, may be legally privileged

and are the property of News International Limited (which is the holding

company for the News International group, is registered in England under

number 81701 and whose registered office is 3 Thomas More Square, London

E98 1XY, VAT number GB 243 8054 69), on whose systems they were
generated. If you have received this e-mail in error, please notify the sender

immediately and do not use, distribute, store or copy it in any way. Statements
or opinions in this e-mail or any attachment are those of the author and are not -

necessarily agreed or authorised by News International Limited or any
member of its group. News International Limited may monitor outgoing or
incoming emails as permitted by law. It accepts no liability for viruses
introduced by this e-mail or attachments.
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This message and its attachments may contain legally privileged or
confidential information. Tt is intended solely for the named

- addressee. If you are not the addressee indicated in this message

(or responsible for delivery of the message to the addressee), you
may not copy or deliver this message or its attachments to anyone. °
Rather, you should permanently delete this message and its
attachments and kindly notify the sender by reply e-mail. Any
content of this message and its attachments that does not relate to
the official business of News America Incorporated or its
subsidiaries must be taken not to have been sent or endorsed by any
of them. No representation is made that this email or its

4 attachments are without defect.
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N
r‘%’om: : Adam Smith 4
Sent: 27 April 2012 0951
To: OLDFIELD PAUL . : :
Subject: Fwd: News Corporation/BSkyB Merger UILs - letter from Steve Unger

Attachments: ‘ Letter to Jeff Palker 09.02.11.pdf; ATTO0001..htm

Begin forwarded message: '

PR
FAL R
i I

From: "Michel, Frederic" <fmichel

Date: 9 February 2011 17:35:51 GMT : o : ‘
To: , . 1
Subject: Fwd: News Corporation/BSkyB Merger UILs - letter from Steve Unger

Frederic Michel
Director, Public Affairs, Europe
News Corporation

Te.l

- Mo

From: Steve Unger [mailto}
Sent: Wednesday, February 09, 2011 03:48 PM
To:| Newscorp )

Ce:]

Subject: News Corporatior/ BSKyB VIerger UILS - IeTeT Irom STeve Unger

Dear |

PleAase find attached a letter from Steve Unger.

Yours sincerely

PA to Steve Unger, Groule'_ead -SCET
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:» Ofcom
Riverside House
2a Southwark Bridge Road
London SE1 9HA

WWW.ofcom.oUz; uk<blocked::http://wWw.ofcbfn.orQ.ukb
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- For more information visit www.ofcom.org.uk

ThlS email (and any attachments) is conﬁdentlal and 1ntended for the use of
the addressee only. :

If you have received this email i in error please notlfy the orlgmator of the -
message and delete it from your system.

This email has been scanned for viruses. However, you open any attachments
at your own risk.

Any views expresSed in this message are those of the individual sender and do
not represent the views or oplmons of Ofcom unless expressly stated

~ otherwise.

**************************************************************

Tk ok ook ook ootk ko o ok ok Rk s looR Rk koo okoR ok ok Rk ek ok

This email has been scanned by the MessageLabs Email Security_System-.
For more information please visit http://www.messagelabs.com/email

‘This message and its attachments may contain legally privileged or

confidential information. It is intended solely for the named addressee. If you
are not the addressee indicated in this message (or responsible for delivery of
the message to the addressee), you may not copy or deliver this message or its

"attachments to anyone. Rather, you should permanently delete this message

and its attachments and kindly notify the sender by reply e-mail. Any content
of this message and its attachments that does not relate to the official business
of News America Incorporated or its subsidiaries must be taken not to have
been sent or éndorsed by any of them. No representation is made that this
email or its attachments are without defect. : '

"Please consider the environment before printing this e-mail"

The Newspaper Marketing Agencyﬁ Opening Up Newspapers:

. v~ww.nmaid<.co.uk<http://www.nmauk.eo.uk/> _

2
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This e-mail and any attachments are confidential, may be legally privileged
and are the property of News International Limited (which is the holding
company for the News International group, is registered in England under
number 81701 and whose registered office is 3 Thomas More Square, London
E98 1XY, VAT number GB 243 8054 69), on whose systems they were
generated. If you have received this e-mail in error, please notify the sender
immediately and do not use, distribute, store or copy it in any way. Statements
or opinions in this e-mail or any attachment are those of the author and are not
necessarily agreed or authorised by News International Limited or any
member of its group. News International Limited may monitor outgoing or
incoming emails as permitted by law. It accepts no liability for viruses

_ introduced by this e-mail or attachments

This message and its attachments may contain legally privileged or
confidential information. It is intended solely for the named addressee. If you
are not the addressee indicated in this message (or responsible for delivery of
the message to the addressee), you may not copy or deliver this message or its
attachments to anyone. Rather, you should permaneéntly delete this message
and its attachments and kindly notify the sender by reply e-mail. Any content °
of this message and its attachments that does not relate to the official business
of News America Incorporated or its subsidiaries must be taken not to have
been sent or endorsed by any of them. No representation is made that this
email or its attachments are without defect.

This message and its attachments may contain legally privileged or confidential information.
It is intended solely for the named addressee. If you are not the addressee indicated in this
message (or responsible for delivery of the message to the addressee), you may not copy or
deliver this message or its attachments to anyone. Rather, you should permanently delete this
message and its attachments and kindly notify the sender by reply e-mail. Any content of this
-message-and its attachments that does not relate to the official business of News America
Incorporated or its subsidiaries must be taken not to have been sent or endorsed by any of
them. No representation is made that this email or its attachments are without defect.
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OfFcom

9 February 2011

STEVE UNGER ,
Partner: Strategy, Chief Economist
and Technolegy
= News Corporation , : _ Diract fine: -
3 Thomas More Square ' o Direct fax: 020 7981 3706
London : '
E98 1EX

steve.unger@ofcom.org.uk

. News Corporation/BSkyB merger UlLs

[ am now writing to you with a number of issues which we consider to be central to our
advice as requested by the Secretary of State on the extent to which we think the UlLs
- address the potential impact on media plurality 'identiﬁe_d in our report; :

In that context, we have considered News Corporation’s various responses to the
information requests from the OFT and Ofcom, including the latest response to the OFT's
questlons dated 7 February 2011. -

Having carefully consldered the proposed UlLs and your responses, we remain concerned
about the extent to which the proposed UlLs address the impact on media plurahty as
‘identified in our report.

" In meetlng those concerns it is our view that the proposed UlLs need to include:

' 1. The board of Newco to consist of a majority of |ndependent directors. “Independent
directors™ being directors which have no other News Corporation or News Corporation -
associated interest; '

2. We would expect the board of Newco, including the independent non executive-
directors, to have a combination of both senior editorial and business
experience/expertise;

3. The Chairman’of Newco be an independent non executive;

4. The creation of a sub-committee of the board of Newco to deal with editorial matters.
(“the Board Editorial Committee™):

i) | Members of the Board Editorial Committee to contain a majority of independent
non executive board members, one of whom is the Chair of the Board Editorial

10f2
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Ofcom

Committee. We would expect the Chair to have senior editofial experience and
expertise. -

i) . We would expect the terms of reference for the Board Edltorlal Committee to
' include:

- the editorial independence and integrity of Sky News
- - the hiring, firing or replacement of the Sky News Editor and all key editorial .
appointments (including any material changes in terms and conditions
which could give rise to constructive dismissal)’
- any changes to the authority, reportlng relationship and consultation rights
- of the Sky News Editor '

. Please note that in the context of assnstlng the OFT with its adwce to the Secretary of State
there are a number of other issues which we consider to be significant which we understand
the OFT are intending to address with you and this letter does not therefore cover any of
these issues. » )

As you know the Secretary of State has requested our'advice by Fri'day 11 February. We
therefore need a response from you by midday tomorrow We would be happy to meet to
discuss these matters at any time if that would be useful.

Yours smcerely

Steve Unger

CC:

20f2
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<rom: ) ‘ Adam Smith

Sent: 27 Aprif 2012 09:51

To: o OLDFIELD PAUL

Subject: ' Fwd: Restricted - News / Sky - letter on key points re UIL from OFT

Attachments: : Restricted - News - Sky - letter on key points 9 January 2011.pdf; ATTO0001.htm

Begin forwarded rrl_essage:

From: "Michel, Frederic" <fmiche
‘Date: 9 Februarv 2011 17:36:58 GMT
... To:
! . Subject: Fwd: Restricted - News / Sky - letter on key points re UIL from OFT

From: Nathan Hinchiiffe [mailtci
- Sent: 09 February 2011 03:58 PM
To:
Ce:

Subject: Restricted - News / Sky - letter-on key points re UIL from OFT
Importance: High
Sensitivity: Confidential

Dear

Please find attached a Ietter‘from Sheldon Mills:

Thanks

/ | (Admin
Support to the Mergers Branch| Mergers | Office of Fair Trading |

__Fleetbank House | 2-6 Salisbury Square| London EC4Y 8JX | T

| _ |F: 020 7211 8505
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All communications sent to or from the OF T are subject to recording and/or monitoring in accordance with
relevant legislation. This email and any files transmitted with it are confidential and intended solely for the
use of the individual or entcty to whom they are addressed. If you are not an intended recipient, please
notify administrator@oft.gsi.gov.uk immediately.

- The Ofﬁce of Fair Trading

Fleetbank House, 2-6 Salisbury Square, London EC4Y 8JX Switchboard (020) 7211 8000 Web Site:

" http Shww oft, czov uk

This footnote also confirms that this email message has been swept for the presence of computer viruses.

The original of this email was scanned for viruses by the Government Secure
Intranet virus scanning service supplied by Cable& Wireless Worldwide in
partnership with MessageLabs. (CCTM Certificate Number 2009/09/0052 )
On leaving the GSi this email was certified virus free.

Communications via the GSi may be automatlcally logged, monitored and/or

recorded for legal purposes.

This message and its attachments may contain legally privileged or
confidential information. It is intended solely for the named addressee. If you -
are not the addressee indicated in this message (or responsible for delivery.of
the message to the addressee), you may not copy or deliver this message or its

- attachments to anyone. Rather, you should permanently delete this message

and its attachments and kindly notify the sender by reply e-mail. Any content
of this message and its attachments that does not relate to the official business
of News America Incorporated or its subsidiaries must be taken not to have
been sent or endorsed by any of them. No representatlon is made that this
ema11 or its attachments are without defect. :

"Please consider the environment before printing this e-mail"

The Newspaper Marketing Agency: Opening Up Newspapers:

www.nmauk.co.uk
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This e-mail and any attachments are confidential, may be legally privileged -
and are the property of News International Limited (which is the holding
company for the News International group, is registered in England under
number 81701 and whose registered office is 3 Thomas More Square, London
E98 1XY, VAT number GB 243 8054 69), on whose systems they were
generated. If you have received this e-mail in error, please notify the sender
_immediately and do not use, distribute, store or copy it in any way. Statements
or opinions in this e-mail or any attachment are those of the author and are not
necessarily agreed or authorised by News International Limited or any
member of its group. News International Limited may monitor outgoing or
incoming emails as permitted by law. It accepts no liability for viruses
introduced by this e-mail or attachments. )

S

This message and its attachments may contain legally privileged or confidential information.
) Tt is intended solely for the named addressee. If you are not the addressee indicated in this
. message (or responsible for delivery of the message to the addressee), you may not copy or
‘ deliver this message or its attachments to anyone. Rather, you should permanently delete this
message and its attachments and kindly notify the sender by reply e-mail. Any content of this
message and its attachments that does not relate to the official business of News America
Incorporated or its subsidiaries must be taken not to have been sent or endorsed by any of -
them. No representation is made that this email or its attachments are without defect.
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OFFICE OF FAIR TRADING

Ny
a
Allen & Qvery LLP
By email
cc. Steve Unger, Ofcom
Your ref N Direct line | |
Our ref : - Fax (020) 7211 8916
Date 9 February 2011 Email

‘ Dear

Proposed acquisition of BSkyB by News ‘Corbpr

| refer to the proposed undertakings in lieu’(UlL) offered by News Corporatien (News) to
the Secretary of State in relation to the above matter, as well as your responses to our
questlons of 1 February and 7 February )

The OFT has considered carefully your reéponses to both sets of questions in terms of
determining what advice it should provide to the Secretary of State under section 93
Enterprise Act 2002 (EA 02) in particular as to Whet_her the UIL would be practically and -
financially viable and effective over the medium and long term.

’ ‘Given the limited time remaining in which the OFT is required to report back to the

) Secretary of State, the OFT does not propose to engage in a detailed consideration of
revised wording for the UIL. However, the OFT believes it is appropriate at this point for it
to identify to News a number of key areas where the OFT has concerns that the UIL may
not be practlcally and fmancnally viable over the medium and long term.

INVESTOR IN PEOPLE
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' 1.  Absence of a non-reacquisition obligation

Flrstly, the OFT is concerned at the lack of a hon- reacquisition clause in the UIL. In your
_response to the OFT questions of 7 February (paragraph 2.16), you gave the followrng
reasons why you believed that such-an obllgatlon was not justified:

(i) the proposed UIL seeks to preserve the status quo including all the regulatory
protections provided for by the EA 02;

(i) an outright ban on future acquisitions of shares would go beyond what is necessary to
protect the sufficiency of plurality, creating a drscrlmlnatory and unjustn‘rable regulatory 3
asymmetry agalnst News

. (m) thls case must be dlstlngmshed from the ordinary example of a merger where there is a
competition issue for two reasons: (i) News already has a 39.14 per cent shareholding
in Sky; and (ii) there would be no competition issue raised by the Trahsaction so that
protections ordlnarrly needed to preserve the commercial freedom of a fully
independent competing business need not apply, and

(iv) any further acquisition of NewCo shares by News would lead to a "relevant merger '
situation™ with consequent statutory regulatory approvals under the EA 02.

In relation to each of these points in turn:

(i) in a very literal sense, UL normally involve a change to the status quo, In so far as
g . they normally contain a non-reacquisition obligation which was not present previously;
. in relation to the EA 02 situation, see (iv) below;"
(ii} the OFT's concern about reacquisition is based on the practrcal v1ab|I|ty of the UIL over
the medrum and long term, not on the protection of plurallty,

(iii) neither of the factors that News oses to distinguish this case from the ordinary
example of a merger where there is a competrtron issue are meamngful the fact that
News already has a shareholdrng in Sky is irrelevant: the non- reacquisition’ oblrgatlon
would take account of that fact; the fact that there are no ‘competition issues does not
mean that the UIL do not need to be practrcally vnable over the medium and long term
in order to- operate to protect plurality; and
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{iv) the existence of jurisdiction under the EA 02 (in particular given the share of supply '
test) would frequently be the case in relation to competition UIL thls does not obviate
the need for a non-reacquisition clause.

The OFT would ‘also note that News' response ignores the practical justification for such a
restriction. - A key reason why such restrictions are inserted as ‘standard’ obllgatrons in
UlLs is to prevent the improper use of public resources on a repeated public investigation.
‘The OFT sees no reason why this reason is nct applicable here. In other words, the
obligation would be intended to prevent a further public investigation into the acquisition
by News of the business that it has divested (|n this case spun-off). It is clear to the OFT
that the absence of a non-reacquisition oblrgatron is a practical issue that could undermine
. the operation of the UIL in the event of an attempt by News to re-acquire Sky News after
the UIL have been accepted. The OFT notes in this respect that the Secretary of State has
asked the OFT whether the UIL would be ef_fective over the 'medium and long term’.

As News will be aware, such clauses are normally drafted as being 'subject to OFT prior
written consent'. To the extent that News wished in the future to increase its shareholding
in Newco; it would therefore be free to seek OFT approval to do so on the basrs that there
had been a change in circumstances meriting a warver of the obligation.

PIease confirm whether News' final position remains that it would not be willing to provide
any form of non-reacquisition obligation in the UIL.

2. Non termination of the carriage and brand licensing agreer’nent

Secondly, the OFT has concerns at the absence of any ongoing commitment to the
Secretary of State in relation to the continued performance of News' oblrgatlons under the
carriage agreement and brand licensing agreement foreshadowed respectrvely in
paragraphs 4.3 and 4.5 of the UIL.

In your response to the OFT questions of 7 February (paragraph 2.16), you gave a number
of reasons why you belreved that such an obligation was unnecessary:

-

(i). there is no reason to believe that NewCo would not be in a positionvto enforce its
contractual rights; ' ' '
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(u) News i is prepared to commit to a more specific dlspute resolution mechanlsm if the
OFT considers that an ad hoc mechanism is needed;

(iii) these mechanisms will be more than sufficient to enable NewCo to protect its own
interests; and ‘

(iv) News'd'oesnot believe that it would be appropriate for the OFT to have an ongoing

- monitoring role in this context where there is every reason to believe that News'
compliance with its contractual commitments will be effectively self-policing.

The OFT understands these arguments. The OFT considers that a dispute resolution '
mechanism would be important in the UIL in order to facilitate resolution of contractual
disagreernents However, these arguments do not detract from the essential proposition
that the ongonng practicai and financial viability of Newco is dependent on the carriage and -
brand Iicensing agreements with News. The OFT therefore considers that it would be

appropriate to ensure the performance of those agreements for the period contemplated in
the UIL Specnflcally

(i) in comparison to News, Newco would be a small business with limited resource to
engage in an extended dispute with News; given the lmportance of the carriage and
brand Iicensmg agreement to the UIL, the OFT believes it is questionable whether it
would be sufficient for the success of the UIL to rest solely on Newco's ability to
enforce its contractual rights; and o ‘

(ii) although the OFT understands the point about News' on_going'_incenti_ves as regards

Sky News, it is eleariy impossible to guarantee that such incentives wbuld not change

“in the future; here again, it may be appropriate to 'ins_ure" against a change in News"

incentives going forward. o : '

The OFT therefore believes that it may advise the Secretary of State that it is appropriate
— in this particular case - to require News to undertake to him that it would not terminate
the carriage agreement or the brand Iicensing agreement without prior OFT consent (to be
given only in the event of a material breach that could not be cured). |

The OFT notes that in the context of a first phase remedy in lieu of a detailed

investigation, it would need to be confident about the success of the UIL. The OFT would
note also that, given News' submissions on its incentives as regards Sky News, we do not
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understand why News would be unwilling to provide such an undertaking. For the same

reason, the OFT would also envisage that any monitoring obligation on the OFT would be
minimal. '

Please confirm whether News' finaI position remains that it would not be willing toprovide
any form of non-termination undertaklng in relatlon to the carriage agreement and brand
licensing agreement in the UIL. ‘

3. Absence of interim protection regarding Sky News

The OFT notes that the UIL do not contain any interim protection in relaﬁon to the Sky
News business pending spin-off in the event that the offer is not recommended.

"’{E‘News argued in its response to the OFT questions of 1 February that no such protection
was required because there:was no risk of a loss of plurality in the short term and there
was no risk of News inflicting long-term damageon the Sky News business given that
they would not be competing post spin-off (paragraph 11.2).

The OFT's concern in this regard is not in relation to an interim impact on media plurality.
The OFT's concern focuses on the fact that, notWithstanding News' contention that it
would not be competing with Sky News post spin-off, this Contentlon is wholly reliant on
the assertlon that News' incentives are to preserve Sky News and that it does not have
any incentive to frustrate the intended outcome of the UIL.

The OFT considers that it may be appropriate for News to provide undertakings as to the

~ preservation and continued 'operation of Sky News pending its spin-off in order to provide.
’ ‘ an assurance that the Sky News business to be spun-off will not be materially different to
" the Sky News business today Such an assurance would be in similar terms to those
typically provnded in UIL.

The OFT would note also that, inen News' submissions on its incentives as reg.ards Sky
News, the OFT does not understand why News would be unwilling to provide such an
undertaking. ’

Please confirm whether News final posmon remains that it would not be wnlllng in the UIL
to commit to any form of interim protectlon in relation to the Sky News business pending

spin-off.
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4. Finite duration of the carriage agreement and brand licensing agreement '

The OFT notes the finite duration of the carriage agreement and brand licensing

~ agreement, on which Newco is dependent for its ongoing financial viablllty. The OFT has

been asked to advise the Secretaryi_of State on whether there are practical issues which
could undermine the effective operation of the UIL, and whether the UIL would be
effective in the medium and long term. Given the dependence of Newco on the carriage
agreement for the majority of its revenue, the OFT has concerns that the UIL offered do
not propose any mechanism for ensuring the viability of Newco beyond ten years.

News prpvided an exptanation in response to the OFT's questions of 1 February as to why
it believed that the UIL were clear-cut, notwithstanding the finite duration of the carriage
agreement and brand licensing agreement (paragraph 14.1.1). However, News' response
does not engage substantively with the question of how Newco would expect to derive its -
principal revenue stream once the carrlage agreement (at ten years duration) has ended.

Please provide any further representations on the medium and long term viability of the UIL
given the finite duration of the carriage agreement and brand licensing agreement or
alternatively any further proposals to ensure the viability of Newco over the medium and
long term. L

| would be grateful for a response on these points by midday tomorrow. Equally, [ would
be happy to drscuss with you, and News, by telephone today.

Yours sincerely

Sheldon Mills
Direc'gor, Meérgers
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TN . .
.fom: Adam Smith
Sent: ' . 27 April 2012 09:52 .
To: OLDFIELD PAUL
Subject: , Fwd: Letter sent to Ofcom

Attachments: DOC110211.pdf; ATTO0001..htm

Begin fohuarded message:

From: "Michel, Frederic* <fmiche
Date: 11 February 2011 13:27:18 GMT
To:
y . Subject: FW: Letter sent to Ofcom

""Please consider the environment before printing this e-mail"

The Newspaper Marketing Agency: Ope;ning Up Newspapers:

www.nmauk.co.uk

This e-mail and any attachments are confidential, may be legally privileged and are the

property of News International Limited (which is the holding company for the News

International group, is registered in England under number 81701 and whose registered

office is 3 Thomas More Square, London E98 1XY, VAT number GB 243 8054 69), on

whose systems they were generated. If you have received this e-mail in error, please notify
‘ the sender immediately and do not use, distribute, store or copy it in any way. Statements or
. opinions in this e-mail ‘or any attachment are those of the author and are not necessarily
agreed or authorised by News International Limited or any member of its group. News
International Limited may monitor outgoing or incoming emails as permitted by law It
‘accepts no liability for viruses introduced by this e-mail or attachments.

This message and its attachments may contain legally pnvﬂeged or confidential information.
It is intended solely for the named addressee. If you are not the addressee indicated in this
message (or responsible for delivery of the message to the addressee), you may not copy or
deliver this message or its attachments to anyone. Rather, you should permanently delete this
message and its attachments and kindly notify the sender by reply e-mail. Any content of this
message and its attachments that does not relate to the official business of News America
Incorporated or its subsidiaries must be taken not to-have been sent or endorsed by any of
- them. No representation is made that this email or its attachments are without defect.
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News Corporation, 3 Thomas More Square, London, E98 1EX
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" rom: ' Adam Smith |
Sent: - 27 April 2012 09:53
To: OLDFIELD PAUL
Subject: Fwd: UIL: OFT and OFCOM ' o ,
Attachments: Restricted - PROPOSED ACQUISITION BY NEWS CORP OF BSKYB - cover letter to

News covering questions 21 February 2011.pdf; ATTO000L..htm; PROPOSED
ACQUISITION BY NEWS CORP OF BSKYB - questions for News 21 February
2011.pdf; ATT00002..htm; Ofcom_letter to_News_Corporation_21_Feb_2011.pdf:
ATTO0003..htm L

Begin forwérdcd rnessége:

’ From: "Michel, Frederic" <fmichel
Date: 22 February 2011 08:45:35 GMT
To:
Subject: FW: UIL: OFT and OFCOM

' This.a'rrived late last night. We are looking into it.

"Please consider the environment before printing this e-mail™

“The Newspaper Marketing Agency: Opening Up Newspapers:

www.nmauk.co.uk

This e-mail and -any attachments are confidential, may be legally privileged and are the
f property of News International Limited (which is the holding company for the News -
‘ International group, is registered in England under number 81701 and whose registered
 office is 3 Thomas More Square, London E98 1XY, VAT number GB 243 8054 69), on
whose systems they were generated. If you have received this e-mail in error, please notify -
~ the sender immediately and do not use, distribute, store or copy it in any way. Statements or
‘opinions in this e-mail or any attachment are those of the author and are not necessarily
agreed or authorised by News International Limited or any member of its group. News
International Limited may monitor outgoing or incoming emails as permitted by law. It
accepts no liability for viruses introduced by this e-mail or attachments.

This message and its attachments may contain legally privileged or confidential information.
It is intended solely for the named addressee. If you are not the addressee indicated in this
message (or responsible for delivery of the message to the addressee), you may not copy or
deliver this message or its attachments to anyone. Rather, you should permanently delete this
message and its attachments and kindly notify the sender by reply e-mail. Any content of this
message and its attachments that does not relate to the official business of News America
Incorporated or its subsidiaries must be taken not to have been sent or endorsed by any of
them. No representation is made that this email or its attachments are without defect.
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RESTRICTED - CONFIDENTIAL OFFICE OF FﬁlR TRADl NG

T

i

‘Allen & Overy LLP

Cc Steve Unger, Ofcom

Cc
Your ref| Direct line |
Our ref . Fax .

Date 2A1 Fébruary 2011  Email : —‘

"~ News / BSkyB

&6 QJ‘
v ¥
g

N,

INVESTOR IN PEQOPLE
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RESTRICTED - CONFIDENTIAL-

PROPOSED ACQUISITION BY NEWS CORP OF BSKYB

QUESTIONS RE REVISED UNDERTAKINGS IN LIEU PROPOSAL
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from: ' Adam Smith

Sent: 27 April 2012 09:53

To: : ‘ - OLDFIELD PAUL '

Subject: - ' Fwd: UIL: Ofcom and OFT responses

Attachments: ~ CO-#13505572-v6-Response_to_OFT_questions_of_ 21 _February_2011.pdf;

ATT00001. .htm; CO-#13506201-v1-Second_Revised_Draft_UIL.pdf; ATT00002..htm;
CO-#13505573-v4-Responise_to Ofcom_questlons of 21_February_2011.pdf;
ATT00003 htm

Begin forwarded message:

(. From: "Michel, Frederic" <fmichel(

Date: 22 February 2011 23:25:46 GMT
To:|
Subject: UIL: Ofcom and OFT responses

""Please consider the environment before printing this e-mail"

The Néwspaper Marketing Agency: Opéning Up Newspapers:

www.nmauk.co.uk

This -e-mail and any attachments are confidential, may be legally pnvﬂeged and are the

) property of News International Limited (which is the holding company for the News

International group, is registered in England under number 81701 and whose registered

, office is 3 Thomas More Square, London E98 1XY, VAT number GB 243 8054 69), on’
whose systems they were generated. If you have received this e-mail in error, please notify
the sender immediately and do not use, distribute, store or copy it in any way. Statements or
opinions in this e-mail or any attachment are those of the author and are not necessarily
agreed or authorised by News International Limited or any member of its group. News
International Limited may monitor outgoing or incoming emails as permitted by law. It
accepts no liability for viruses mtroduced by this e-mail or attachments.

This message and its attachments‘may“ contain legally privilégéd or confidential information.
It is intended solely for the named addressee. If you are not the addressee indicated in this
message (or responsible for delivery of the message to the addressee), you may not copy or
deliver this message or its attachments to anyone. Rather, you should permanently delete this
message and its attachments and kindly notify the sender by reply e-mail. Any content of this
message and its attachments that does not relate to the official business of News America
Incorporated or its‘subsidiaries must be taken not to have been sent or endorsed by any of
them. No representation is made that this email or its attachments are without defect.
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| Strictly Confidential o DRAFT: 22 February 2011 __ __ _ - { Deleted: 16 _ )
Contains Business Secrets .
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| Strictly Confidential ' DRAFT: 24February 2011_____ - { Deleted: 16 )
Contains Business Secrets . :
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rrom: . o ' ~ Adam Smith \ )
Sent: , o 27 Aprif 2012 09:54 ' ‘
To: . OLDFIELD PAUL :

- Subject: ' i _Fwd: Follow-up from this afternoon'’s call

y

Begin forwarded rnessage:'

From: "Michel, Frederic" <fmichef ‘

Date: 23 Fe 59- | :
To:

Subject: FW: Follow-up from this afternoon's call

From: Steve Unger
Date: 23 Fehmarv 2011 09:19-41 PM GMT -
To:
C¢

Subject: Follow-up from this afternoon's call

Deax

. . o Thank you for your time today and hopefully we are progressin_g towards

agreement.

As we d_iscussed earlier today, there are still some differences between us, I
understand that the OFT is coming back to you on the issues discussed on our
later call. This email follows on from our earlier discussion in respect of the
establishment of an editorial committee of the Newco Board.

We proposed that in order to meet our concerns on plurality there should be a
transparent mechanism in place to ensure that the editorial integrity and -
independence of Sky News is.at the heart of Newco’s Board’s interests. We
proposed that an editorial committee of the Board should be established with a
majority of independent non executive directors, one of whom is the
Chairman of the Board Editorial Committee. We expected the Chairman to
' have senior editorial experience and expertise. We also indicated what we

1
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would expect to be included in the terms of reference for the Board Editorial
Committee.

Your counter proposal was for a Governance and Nominations Committee to
be established that would:

(a) comprise a majority of members who are Independent Dire_ctors (including an Indepéndenf
Director with editorial and/or journalistic exXperience);

(b) be chaired by an Independent Director;

(c) be entrusted with oversight of Newco’s compliance with both the corporate governance
provisions and the provisions relating to the principle of editorial independence and integrity
in news reporting and compliance with the Ofcom Broadcasting Code

You previously indicated that the Governance and Nominations Committee
would operate under substantially similar terms to those of Sky’s current
Corporate Governance and Nominations Committee, but we note in your
latest UILs you propose that the Newco Board should determine these.

As outhned earlier today, as your proposal is for a general purpose
governance committee, and not an editorial committee, we do require further-
reassurance from you before we can be confident that it would achieve the
effect of the editorial committee which we had proposed. By way of example
of our concerns, there is a real possibility that the editorial responsibilities of
the committee would be diluted by its other functions to such an extent that it
would not be effective. As a further example, we understand that a general
purpose governance committee would not normally be expected to meet as
frequently as the type of editorial committee we had env1saged For this
reason, we outline below what types of measures would give us confidence
that your proposed Governance and Nominations Committee would achieve
substantially what we envisaged being addressed by an editorial committee.

We would expect the Ulls to state that the Secretary of State should approve
the terms of reference for the committee. We would also expect Clause
-3.1(viii) of the UILs to indicate the key principles of the terms of reference.
~ We would expect the terms of reference to include, for example:

the editorial function reflected in the name of the committee
at least one member with senior editorial/journalistic experience
a majority of independent non-executive directors

a clear reference to the prmc1p1es of editorial mdependence and integrity (which are also
contained in the company’s constitutionat documents)

P
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a chairman who is the indepe'ndent‘director with editorial/journalistic experience
a clear responsibility to report regularly to the Board on editorial matters

an explicit process for the Head of Sky News to report on editorial independence and
integrity, as a route to reporting to the Board

arole in advising the Board on all editorial issues, including advice on decisions relating to

the hiring, firing, authority and reporting relationship of the Head of Sky News
frequency of meetings (e.g. at least once per quarter)

appropriate resource and powers to investigate all matters relevant to editorial independence
and integrity within its remit

a statement in Newco’s annual report on its activities

We note that you have already confirmed some of these would be provided by
the Governance and Nominations Committee and that others are included in
the current terms of reference for Sky’s Governance and Nominations
Committee. We would like to see all of the above reflected in the terms of
reference for Newco’s Governance and Nomination’s Committee. Could you
please consider whéther you are prepared to agree and include in the next

_ consolidated amended UILs? Where this is not possible; could you please

provide an explanation of the substantive concemn that prevents you from
doing so? '

T’d be very happy to talk to you about this further tomorrow morning.

: Best wishes

Steve

For more information visit www.ofcom.org.uk .
This emait (and any attachments) is confidential and intended for the use of the addressée only.
If you have received this email in error please no{ify the originator of the'message and delete it from your system.

This email hés been sﬁ:anned fqr viruses. HoWever‘ you apen any attachments at your own risk.

3
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~Any views expressed in this message are those of the individual sender and do not represent the views or
opinions of Ofcom unless expressly stated otherwise.

()

This email has been scarmed by the MessageLabs Email Security System.
For more information please visit http://www.messagelabs.com/email

""Please consider the ehvironment before printing this e-mail"

The Newspéper Marketing Agency: Opening Up Newspapers:

- www.nmauk.co.uk

e "This e-mail and any attachments are confidential, may be legally privileged and are the

- ‘ property of News International Limited (which is the holding company for the News
International group, is registered in England under number 81701 and whose registered
office is 3 Thomas More Square, London E98 1XY, VAT number GB 243 8054 69), on
whose systems they were generated. If you have received this e-mail in error, please notify
_the sender immediately and do not use, distribute, store or copy it in any way. Statements or
opinions in this e-mail or any attachment are those of the author and are not necessarily
agreed or authorised by News International Limited or any member of its group. News
International Limited may monitor outgoing or incoming emails as permitted by law. It
accepts no liability for viruses 1ntroduced by this e- ma11 or attachments.

This message and its attachments may contain Iegally pnv11eged or conﬁdent1al information.
It is intended solely for the named addressee. If you are not the addressee indicated in this
message (or responsible for delivery of the message to the addressee) you may not copy or
deliver this message or its attachments to anyone. Rather, you should permanently delete this
message and its attachments and kindly notify the sender by reply e-mail. Any content of this.

. message and its attachments that does not relate to the official business of News America-

' ’ Incorporated or its subsidiaries must be taken not to have been sent or endorsed by any of -

= them. No representation is made that this email or its attachments are without defect.

This email was received from the INTERNET and scanned by the Government Secure Intranet anti-virus
service supplied by Cable& Wireless Worldwide in partnership with MessageLabs. (CCTM Certificate
Number 2009/09/0052.) In case of problems, please call your organisation’s IT Helpdesk.
Communications via the GSi may be automatically logged, monitored and/or recorded for legal purposes.

;
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Adam Smith|

From:
Sent: - 27 April 2012 09:54
-To: - OLDFIELD PAUL

Subject: _ _ Fwd: OFT

Begin forwarded message:

. 5
' .

From: "Michel, Frederic" <fmicheﬂ
Date: 23 February 2011 23:16:30 GMT
To:
Subject: UFI

FYl - per below, it looks like we have-agreement with OFT on all of OFT's material issues. We will
provide a revised UiL tomorrow am reflecting these issues to OFT. :

‘This does not include Ofcom's corp gov issues...

From: Sheldon Mills [mailtd
Sent: Wednesday, February 23, 2011 10:50 PM
To: |
Cr*

—supject: RESTRICTED: Newscorp/BSkyB

Dear

| refer to our call earlier this evening in which we promised to respond to you on
certain points in relation to the Second Revised Draft UIL (attached to your email of
22 February 2011) to which paragraph references in this email relate. We have
considered the discussion and the points made on the call carefully and set out
below our further requests in relation to the Second Revised Draft UIL.

Paragraph 3 of the UIL - corporate governance pr’ovisigns - amendments to the
Articles of Association S

We note your comments in relation to the corporate governance provisions at
paragraph 3.2 and-3.1 (iii) and (viii) of the UIL. In particular, your view that these
provisions provide a potential purchaser who acquires a shareholding above 50%
but below 75% in Newco with an opportunity to remove the restrictions in the Articles
of Assocratlon

For the reasons below, we kindly request that News agree to the following
amendments to the UIL: ‘

(1) removal of the refefence to a 15 per cent ‘floor' in paragraph 3.2; and
| .
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(2) amend the 50 per cent ‘ceiling’ (paragraphs 3. 1(iii) and (viii) and 3.2) to refer onIy
) to a situation in which News has over 50 per cent of the voting rights.

QOverall, we considev‘f. that these amendments would address'ourtconcerns over their -
‘impact on the practical effectiveness of the UIL in terms of their operation. To assist
~ you in considering these requests, we set out our reasons in more detail below.

Amendments to the 50 per cent ceiling

~ We consider that inclusion of this provision could, in practice, serve to undérmine the -

operation and practical viability of the UIL in achieving their objectives. First, '
although we note your view that Newco's financial viability may be enhanced with
the inclusion of such a provision in the UIL, as discussed on the call, we consider
that the provisions in the proposed brand licensing agreement relating to a change
of control reduce the likelihood of a third party acquiring control of Newco (absent
renegotlatlon of those terms with News/Sky). In such circumstances; we see limited
benefit in terms of the financial viability of Newco from the inclusion of such a

. provision in the UIL. Rather, we consider that our paramount consideration should

é‘ ‘ be ensuring the practical viability of the UIL in achieving their objectives —one of
which is to ensure that the circumstances in which the corporate governance of
Newco can be changed are, of neceSSIty, ||m|ted in scope '

We take a cautlous approach in relation to deSIgn of the UIL and it is important to
ensure that they are effective in meeting the concerns they have been designed to
address. In the light of this, whilst we have considered the reasons you have given
for the inclusion of this provision, we remain concerned to ensure the continued
effectiveness of the provisions protectlng the lndependence of Newco (from an
editorial and governance perspective) as enshrined in the Articles of Associationin
the event of an acquisition by a third party of 50 per cent or more of the voting rights
- the extent to which such protections would continue to be necessary would
ultimately depend upon the factual circumstances surrounding such ah acquisition,
including the identity of the acquirer. As such, at this stage, our preference would be
‘to an amendment which provided that the corporate restrictions apply (and the
- voting restriction in paragraph 3.2 applies) unless News owns more than 50 per cent
. ’ of Newco's voting rights (which would be following approval from the Secretary of
== State pursuant to paragraph 6 1) :

Removal of the 15 per cent floor

We are concerned, taking into account the need to reduce the risks to the practical
viability of the UIL in achieving their objectives, to avoid a scenario in which-as a

, ~ result of a temporary reduction in News' shareholding - the Articles of Association

_________ .. _are during that time amended, with News not having to vote againstsuchan R
amendment as a result of the level of its shareholding, whilst at the same time there
is some ambiguity about whether (when News reacquires the shares it had
temporarily disposed of) there is then a change in the level of News' control over Sky
News such that a relevant merger situation or special merger situation had been
created. We consider that such an amendment is necessary to reduce the risk of a
creation of a potential gap in the ongoing effectiveness and operation of the UIL, we
therefore request that the 'floor' level should be set at zero.

U Paragraph 5 of the UIL - ope'ration.al agreements - upfront abpfoval
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We would like to thank you for your. time in provrdlng us with a further explanatlon of
the operational agreements set out in paragraph 5 of the UIL. As agreed, we have
considered this issue further and agree that the advertising sales agreement in
paragraph 5.1 of the UIL need not be approved by the Secretary of State on an
upfront basis, given the existence of third party providers and the likely ease with
which Newco could source services from such a provider. We would insist upon,
however, as you agreed on the call, to the satellite capacity, playout and uplink and
DTT transmission arrangements being reviewed upfront.

Paragraph 10 of the UIL - removal or variation

~ We note your points in relation to inclusion of a removal of variation clause.

We would not normally expect UIL to include provisions which merely repeat rights
that already exist under statute. We consider that such provisions are unnecessary
and may lead to confusion as between the UIL obligation and the statutory
provisions. In addition, to the extent that we were to agree to the inclusion of such
provisions in a UIL, they should follow the letter and spirit of the legislation. [n this
regard, we note that notwithstanding the wording of paragraph 3(9) of Schedule 2 to
the Enterprise Act 2002 (Protection of Legitimate Interests) Order 2003, it is plain
from section 92 of the Act that the expectation is that UIL will be considered for
variation or release when there has been a change of circumstances. It is quite
plain that if there has not been a change of circumstances, that begs the question
why variation or release should be considered. In summary, we consider that
paragraph 10 of the UIL is may create the misleading impression that the Secretary
of State should consider a variation or release request when there has not been any
change of circumstance, which clearly does not follow the intended operation of the
statute or practice, and we therefore request its removal (or that it is amended
accordingly). : :

[ would be grateful if you could send through tomorrew morning as early as possible
a revised draft of the UIL, reflecting your position on the above points and having
regard to the issues you agreed to take away in relation to paragraph 5.1(iv)

~(providing for upfront review of the satellite capacity, playout and uplink and DTT

transmission arrangements) and (v) (clarifying what is meant by broadcast
operations and creatlve servrces)

Kind regards

Sheldon

Sheldon MI"S

. Director | Mergers Group | Office of Fair Tradlng | Fleetbank House | 2-6 Sallsbury

Square| London | EC4Y 8JX|
Direct dial +44 i |
Switchboard + '

All communications sent to or from the OFT are subject to recording and/or monitoring in accordance with relevant legislation.
This email and any files transmitted with it are confidential and intended solely for the use of the individual or entity to whom
they are addressed. If you are not an intended recipient, please notify administrator@oft.gsi.qov.uk immediately.

3
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" The Office of Fair Trading

Fleetbank Hou.se, 2-8 Salisbury Square, London EC4Y 8JX Switchboard (020) 7211 _8000 Web Site: http://www.oft. gov.uk

This footnote also confirms that this email message has been swept for the presénce of computer viruses.

The orlgmal of this email was scanned for viruses by the Government Secure Intranet viris
scanning service supplied by Cable& Wireless Worldwide in partnership with MessageLabs.

(CCTM Certificate Number 2009/09/0052. ) On leaving the GSI this email was certlﬁed virus

free.

Communications via the GSi may be automatlcally logged, momtored and/or recorded for
legal purposes. -

""Please consider the environment before printing this e-mail"

The Newspaper Marketing Agency: Opening Up Newspaperé:

- www.nmauk.co. uk

ThlS e-mail and any attachments are confidential, may be- legally privileged and are the
property of News International Limited (which is the holding company for the News
International group, is registered in England under number 81701 and whose registered
office is 3 Thomas More Square, London E98 1XY, VAT number GB 243 8054 69), on
whose systems they were generated. If you have réceived this e-mail in error, please notify
the sender immediately and do not use, distribute, store or copy it in any way. Statements or

_opinions in this e-mail or any attachment are those of the author and are not necessarily

agreed or authorised by News International Limited or any member of its group. News -
International Limited may monitor outgoing or incoming emails as permitted by law. It
accepts no liability for viruses mtroduced by this e- ma11 or attachments.

This message and its attachments may contain legally pr1v1leged or conﬁdential information.
It is intended solely for the named addressee. If you are not the addressee indicated in this
message (or responsible for delivery of the message to the addressee), you may not copy or
deliver this message or its attachments to anyone. Rather, you should permanently delete this
message and its attachments and kindly notify the sender by reply e-mail. Any content of this
message and its attachments that does.not relate to.the official business of News America_ .
Incorporated or its subsidiaries must be taken not to have been sent or endorsed by any of -

them. No representation is made that this email or its attachments are without defect.

This message and its attachments may contain legally privileged or confidential information.
It is intended solely for the named addressee. If you are not the addressee indicated in this
message (or responsible for delivery of the message to the addressee), you may not copy or
deliver this message or its attachments to anyone. Rather, you should permanently delete this
message and its attachments and kindly notify the sender by reply e-mail. Any content of this
message and its attachments that does not relate to the official business of News America
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Incorporated or its subsidiaries fnust be taken not to have been sent or endorsed by any of
them. No representation is made that this email or its attachments are without defect.

TN

This email was received from the INTERNET and scanned by the Government Secure Intranet anti-virus
service supplied by Cable& Wireless Worldwide in partnership with MessageLabs. (CCTM Certificate

Number 2009/09/0052.) In case of problems, please call your organisation’s IT Helpdesk.
Communications via the GSi may be automatically logged, monitored and/or recorded for legal purposes

——r?”
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) : : ,
‘Fom: Adam Smith
Sent: ~ 27 April 2012 09:54
To: OLDFIELD PAUL
Subject: ‘Fwd: BSkyB - David Elstein memo
Attachments: : The Ofcom report on the NewsCorpKGrevised.docx; ATT00001..htm

Begin forwarded message:

From: "Michel, Frederic" <fmichel]

Date: 5 March 2011 18:55:01 GMT

.. To: Adam Smith\
. Subject: BSkyB - David Elstein memo

The conclusion is interesting.

Fred

v Froﬁ1:
Date: 5 March 2011 14:06:16 GMT -

:t>,

sAanialaathria/m b thar ~ A ule rimmAan/Mmaidtharn rAm

rhrin mAaAASTT
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Subject: BSkyB
Dear friends and colleagues,

Since giving various media interviews on Thursday, | have been repeatedly asked on
what basis | criticised the Ofcom report on the NewsCorp/BSkyB merger. For those
of you who do not regularly read opendemocracy.net or Ise.ac.uk.mediapolicyproject,

| attach the note | prepared for the LSE seminar on Wednesday. If you find any
errors or weakness in argument, please do not hesitate to alert me.-

Kind regards, | ' . o o

""Please consider the environment before printing this e-mail"

The Newspaper Marketing Agehcy: Opening Up Newspapers: ’

www.nmauk.co.uk

This e-mail and any attachments are confidential, may be legally privileged and are the
property of News International Limited (which is the holding company for the News : .
International group, is registered in England under number 81701 and whose registered
office is 3 Thomas More Square, London E98 1XY, VAT number GB 243 8054 69), on
whose systems they were generated. If you have received this e-mail in error, please notify -
the sender immediately and do not use, distribute, store or copy it in any way. Statements or
opinions-in this e-mail or any attachment are those of the author and are not necessarily
agreed or authorised by News International Limited or any member of its group. News
International Limited may monitor outgoing or incoming emails as perrmtted by law. It
accepts_ no liability for viruses introduced by this e- ma11 or attachments.

This message and its attachments may contain legally pnv11eged or confidential information.
It is intended solely for the named addressee. If you are not the addressee indicated in this
message (or responsible for delivery of the message to the addressee), you may not copy-or
deliver this message or its attachments to anyone. Rather, you should permanently delete this
thessage and its attachments and kindly notify the sender by reply e-mail. Any content of this
message and its attachments that does not relate to the official business of News America -
Incorporated or its subsidiaries must be taken not to have been sent or endorsed by any of

- them. No representation is made that this email or its attachments are without defect.”
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The Ofcom report on the NeWsCorp/ BSkyB transaction

Oféom’s report, on whether the News Corp offer to buy the 60.9% of BSkyB it
~does not already own should be referred to the Competition Commission, said
at the outset that the threshold was low: if the transaction involved a |
reduction in media plurality that might be contrary to the public interest, the -
Commission should be called in. '

The teSt Was whether there would be a sufficient supply of people with control
of media enterprlses Unfortunately, the Enterprise Act 2002 which created
the special powers of intervention for the Secretary of State in media mergers
defined neither * suff|C|en_t nor “control”; and even the definition of “media
enterprises” —as newspaper publishers or broadcas’ters — has its tricky points.

An immediate problerﬁ for Ofcom was deciding whether there was cur'rently a

“sufficient” supply of people with control of media enterprises. ‘On the face of
|t Ofcom’s failure to intervene in the earlier merger of Northern and Shell and
Channel 5 strongly suggests that a reduction of one in “supply” is not in itself
grounds for intervention; and that if the reduction as a result of that deal was
not matefial, the status quo was pres'uma bly satisfactory. Why, then, would
‘News Corp increasing its owneréhip of BSkyB to 100% from the 39.1% which |
already allowed it operational control make enough dlfference tocross the
“low threshold” requlred for |ntervent|on7

The three Criteria'

‘ Ofcom said (in paragraphs 1. 21 and 3.17 of its report) that its conclusions
would depend upon three criteria: reach; consumption of news; and the
importance attached by consumers to different sources of news.
Unfortunately, Ofcom’s attemipts to apply these criteria are seriously flawéd,
thankstoa combination' of errors of fact and of judgment.

‘From the outset; Ofcom said it wanted to assess cross-media provision of news
and current affairs: but in-only one of the four media examined is the category

of current affairs actually measured — TV — and Ofcom chose to ignore that

metric. It so happens that mcludmg current affalrs viewing would have

reduced the reported consumption of Sky News output and enlarged that of

the BBC, but we are not given a reason for the omission.
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The onIy genre for which data from BARB (the mdustry research unlt) was used
by Ofcom was that dealing with international and national news: viewership of
news bulletins, news programmes and 24-hour news channels.

Reach
The Ofcom exercise tried to align “reach” across various media, set out in -

Figure 1 on page 8 of its report (also Figure 15 on page 33). However, it
managed to confuse itself thoroughly: first with TV. |

The definition of reach of each channel’s or broadcaster’s news output '
depends upon three variables: the qualifying length of continuous viewing time -

~ (number of minutes), the period within which qualification counts (a week, a
“month, etc) and the number of different such viewings in the period {one, two,

three, etc)

Ofcom chose to focus more on suppllers of news than on broadcasters In

‘legal terms, as Ofcom recognizes in paragraph 2.20, supphers may well fall

outside the 2002 Act, if they are not also broadcasters (ITN, for example, is not
a broadcaster) and therefore do not qualify as media enterprises. Ofcom
conceded that if Sky News were only a sUpplier (to Channel 5 and to
commercial radio through its contract with Independeht Radio News), and did
not operate a broadcast service, there would be no basis for a'public interest
intervention, as only one of the merger parties would qualify as a “media
enterprise”. Nonetheless, given that there was a broadcast operation called
Sky News, Ofcom feItJUStIerd in mcludmg its third party supply as belng under .

its “control”. | will return to this point later.

Ofcom describes Sky News as one of “three main (sic) prowders of TV news”: a |
descr|pt|on somewhat undercut by the quallflcatlon that their respective
shares of provision are 70% (BBC) 22% (ITN) and 8% (Sky News) Indeed, if

broadcast.channel had been.t he definition, Sky News would be found |n a..
‘remote seventh position. Yet the comb_inatioh of “one of three main

providers” of TV news with News Corp’s leading position in hewspaper

proVisi_on is Ofcom’s reason for referring the transaction to the CC.

The report’s analysis of TV news reach, using one viewing period of three
consecutive minutes in a week as the criterion, puts the BBC well ahead, at
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33.5 million adults. lTN’s reach {across ITV and Channel 4) is 21.9 million, and
that of Sky News (in its own right and as a supplier to Channel 5) is 11.7 million.

Actually, the reach of the Sky News channel by this measure is just 4.8 million
(Ieés than 10% of adults). In Figure 8 on page 31, all the channels brdadcastihg
news are identified individually, showing Sky News reach trailing that of news
on BBC One, ITV1, BBC News Channel, Chanhel 5, Channel 4 and BBC Two. Sky
News reach is less than one-sixth of that for news on BBC One. Even news
content on BBC Two has a 30% larger reach than the Sky News channel.

The significancé of BBC news being available from three BBC channels would
be more apparent if the third element of measurement — “at least one”
qualifying viewing session — were increased to two, three, or four, with

~multiple viewing options all'owing “BBC TV” to draw much further clear.

Likewise, increasing the threshold from three consecutive minutes to five

-consecutive minutes would reduce Channel 5’s reach by 60% (and with it the_ _

reach of “Sky News” as a supplier), as compared with a reduction of around

110% for other channels. Ofcom chose not to cite these — or any other —

alternative ways of measuring reach.

Yet five minutes of consecutive listening is precisely the measure used by
Ofcom to define radio reach. RAJAR, the radio equivalent of BARB, has no sub-

genre entitled news, let alone news and current affairs, so Ofcom simply
regarded any one instance of five consecutive minutes of listening to radio in a
week to be equivalent to reach for radio news: a subsﬁt‘_ut'ion'fo'r which it is
impossible to find a justification.

News Corp says that Ofcom compounds this error with two further mistaken
assumptions: that commercial radio transmits three minutes of news every
hour, and that Sky News supplies it all. News Corp’s response to the Ofcom

report pointed out that, in peak time (when most listening takes place), most

major commercial radio groups supplement Sky News content (which only
covers national and international news) with other news content (primarily
local news); and news bulletins typically run two minutes, not three.

It is puzzling how Ofcom (which licenses and regulates all broadcast
commercial radio in the UK) would not know this if News Corp is right. What is

3
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even harder t-‘o understand is how it can convert reach for any commercial
radio listening into reach for news listening (which constitutes 3.3% of output), -
let alone listening to Sky News, if Sky News does not supply all of co_mmercial

" radio’s news content.

.Eventually, in paragraph 4.36, Ofcom acknowledges that the figure for Sky

News radio reach is “potential” reach; moreover, “itis likely that estlmatlng

rreach on the basis of all radio Iistening overstates the level of reach achieved in

respect of national news listening”. It probably overstates it by a factor of at
least 2, and maybe much more.

To add to-the cdnfusion, Ofcbm places newspaper reach in the same graphic

- (Figure 1 on page 8, reproduced as Figure 15 on page 37). The numbers it‘
~ shows, supplied by Kantar, base the definition of reaCh on readership, as

researched by the National Readership Survey ‘However, the published NRS

figures are for individual newspapers, not for newspaper groups, and Ofcom

does not reveal how the group figures were derived.

For instance, the Da||y Mail has an average readership of 4.7 million according

to NRs; while the Maill on Sunday has a readership of 4.9 million. According to

Ofcom, the Mail’s group read’efship is 7.3 million, implying that at least ha,if of

~ the Sunday readers do not read the weekday edition, and vice Versa. Likewise,
‘the Daily Telegraph has a readership of 1.7 million, and the Sunday Telegraph

1.5 million, but group rea-dership, according to Ofcom, is 2.4 million: again
implying that about half of the weekday readers do not read the Sunday
edition, and vice Versa. ' '

News Corp s News International is more compllcated as it owns four
newspapers. The Sun and the News of the World have readershlps of 7.7
m||||on and 7.6 million respectively, with The Sunday Times on 3 million and

The Times on 1.6 million. But Ofcom reports group readership at 14.5 m||||on
or-29.4% of all adults, which can only be true if at least half of The Sun’s

readers do not read the News of the World, and vice versa. Given that half of
all adults — accordlng to NRS — do not read a newspaper at all, the Ofcom |
calculation |mpI|es that 60% of all people who read a newspaper read a News
Corp title. '
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The 1 mitlion re-adershipattributed to the Lebedev Foundation is even more
puzzling, as The Independent has a readership of 550,000, and the

" Independent on Sunday a readership of 590,000: it wo.uld appear that almost

nobody reads both papers

Ofcom excluded the Evening Standard from its Lebedev numbers so that
cannot be the answer. Inthe absence of any other explanation, it is hard to
understand these and many other Kantar figures, unless — perhaps —the
published NRS reach statistics have been inflated by extending the period (24
hours after publication, according to NRS) qualifying as “readership”.

The likelihood, of course, is that such an extension would only apply to ncS_n-

" news elements in the newspapers: for as Ofcom notes in paragraph 3.5, -

“newspapers are not solely devoted to the reporting of news”. What else is
there? According to Ofcom, there is “content based onin- depth discussions
and oplnlonated commentary

In reality, there is much more: the p{uzziles, fashion, cookery, travel, investment

advice, TV listings, reviews, agony aunts, features, gardening, property pages,

readers_’ letters, and so on that constitute the bundled product we call
“newspapers”. ‘

Last week, The Sunday Times (according to NRS, the newspaper on which -
readers spent by far the most time) contained the equivalent of 504 A4-size

pages. 30 were devoted to national and international news. A furthe‘r 52

pages came in the shape of sport and business sections, which NRS tells us are

" read by less than 60% of “readers” of The Sunday Times. Even allowing these

sections full “news” value (and note that Ofcom excludes “sports news
programmes” from its definition of news for TV reach), and discounting
advert|smg pages by 90%, actual news content accounted for less than 23% of

all pages

In recent'weeks, the “news” proportion of The Sunday Telegraph has been as
low as 15% and never above 30%. The_same applies to the Saturday editions

of both the Daily Telegraph and The Times (which are read for longer than the
Monday to Friday editions): this week, “news” comprised 15% of content, or .

“less than 90 pages out of nearly 600. Clearly, the reach of newspaper groups

reported in the Ofcom table — even if it were fully explained — cannot be

5
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reasonably presented as e‘quivalen't to the reach of their news pages. Research

' ~from North America has shown that as many as a third of newspaper readers

never look at the news pages.

Ken'Goldstein, president of Cqmm‘unications Management Inc of Winnip.eg,
argues that the same criticism can be applied to the data for online reach and

' consumption taken from Nielsen by Ofcom. The prominence in the top 50

websites-of news prowders does not equate to site visits being news
consumption:’ The Daily Mail and the BBC, which are easily the leading two
sites included in the sample, both offer a large proportion of feature material
(though the BBC is'in the process of reducing the entertainment element in its
website). As it happens, the role of the internet in the Ofcom analysis is too
small to make it worthwhlle to attempta system|c adjustment: but the point

-made is almost certalnly correct

The simple fact is that”newspaper" reach for certain, and online reach in all

~ probability, is not the equivalent of “TV news” reach: presenting it as such is

just as erroneous as the comparison between Sky News radio” reach and ”TV
news” reach. [t follows that the 51% reach for Sky News and News Corp

combined, calculated by Ofcom, is unlikely to be correct. Flgure lisnotwhata .
regulator which styles itself “evidence-based” should be including in a report.

Consumption

“Fortunately, actual news consumption is an easier currency to measure across

media. BARB provides details of the minutes of TV news con'éu'mption per
head per day; it is poésible roughly to estimate the proportion of daily radio
'Iistenihg measured by RAJAR that is attributable to neWsj NRS measures both
readership and minutes spent on newspapers; and Nielsen has 'eStim_ates of
online consumption. o

,_,Ho_weve,r,:LOfcom’_s.,attempt.,(F.figure 26 ,_of-pa.ge 59).,__toeass:e.mb|e thefour. .~ .

elements in a single diagram — the most crucial in the whole report — falls into
a number of traps. ‘Ofcom does not provide the raw figures it used: but the
percentages it has calculated give us a clue as to its methodology — which turns

out to-be not even the biggest problem presented by Figure 26.
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On TV news consumption, as with reach, Ofcom chooses to attribute the Sky

~ News production, News on Five, to Sky News, rather than to Channel 5, which

is responsible for it in legal, contractual and regulatory terms — something

. Ofcomis fully aware of, as the licensor of Channel 5. If there were any

problem with Channel 5’s news output, Ofcom would be straight on to Cha_nnel
5, and would not even pick up the phone to Sky News.

The legal issue is: who has control? Having commissiOnéd News on Five
(originally from ITN) when'l launched the channel, | had no doubt that my .

. Head of News was always in editorial control, ahd accountable to me (through
- the Director of Programmes) as Chief Executive. In due course, the ITN

employee who was the editor of News on Five moved to Five as an empldyee,

‘and his successor accounted to him on a daily basis. Inevitably, newsgathering

was undertaken by the supplier, but the news agenda, together‘witvh the

~ content and running order of the news bulletins, was a joint decision.

It was absolutely not my experience that —in Ofcom’s words - “there was little

scope for editorial adjustment by the retailer”. The implication that, currently,
the Sky News editor responsible for delivering News on Five checks with News:
Corp what to'include in each bulletin, while the broadcaster stands hEIpIessl'y
by, is wrong. Given Ofcom’s concession that the Competltlon Commlssmn in
assessing the concept of wholesale news supply, concluded that there was
“some degree of shared editorial influence”, it is hard to understand Ofcom’s
decision to attribute the output of Five News 100% to the Sky News column. -

There is a further IegalllpuZZIe. The 2002 Enterprise Act is clear as to what
constitutes a media enté'rprise:’either»a broadcaster or a newspaper publis'her_.
The Ofcom report makes clear that if Sky News were not itself a media
enterprise —in other words, a broadcaster in its own right — then its wholesale
supply of news would not be reIevant to the publicinterest i |an|ry

It follows that if Sky Newsi were'to hand’ back its Ofcom broadCéS‘t‘lrceﬁ'cé,‘ and -

operate in the UK solely as an online service, it could retain its non-UK
broadcast services, and its wholesale supply contracts, without there being-any
basis for a public' interest intervention by the Secretar'y of State. Yet because
Sky News is a broadcast 'servi-ce, Ofcom feels able to attribute 100% of Channel
5’s news butput' (along with commercial radio news, irrespective of the use of
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other sources and the active compilation of bulletms by radio stations
themselves) to Sky News.

- An illustration of the difficulty presente'd by the Ofcom approach is that if ITN —

which is a wholesale supplier that does not qualify as a broadcaster —were to
be taken over by the Daily Mail, currently a 20% shareholder, and then won. -
back the su pply contracts to Channel 5 and commercial radio currently held by
Sky News, the merged enterprise would — according to Ofcom’s methodology -
suddenly jurmip from a 9% control of consumed news to 22%. Yet such a
transaction would fall entirely outside the framework of the legislation,
suggestingthat either the Act is badly drafted, or that Ofcom’s methodology is
faulty, or that there would be nothing to worry-about (or possibly all three).

If we move to the newspaper side of the consumpti‘on di_agrarn, we find' that
Ofcom has — as in the reach section — counted the full weight of minutes
readlng newspapers as if these were spent consuming news, on the basis that
“one minute of TV national news consumption is equivalent to one minute of
readmg a newspaper" (note 124): an unsustamable position, in the light of
actual newspaper content. '

Could Ofcom - W|thout saying so — be workmg on the assumption that
newspapers are read with real concentration, whereas many people do other
thlngs whilst watching TV? Unfortunately, Ofcom itself had disposed of this
argumentina mass|ve research exercise last year, which mcluded the f|nd|ng
that 83% of all TV wewmg is “solus” (that is, not accompanied by any other
media activity), whereas only 71% of readlng prlnt is “solus”.

The questlon is: what level of dISCOU nt should be applled to the newspaper
cons_Umption figures to make them comparable to the TV news consumption
minutes? It seems that a figure of 50% would be conservative: a minimum -
reflection of the very different eXperiences being measured as between

“Jiewing TV news” and “ ‘reading newspapers”, Tand 3 dlscount Tevel used by the
German regulator KEK in a similar situation recently

It should be noted that Ofcom’s focus on natlonal” newspapers (which

happens to catch all News Corp titles) excludes great swathes of newspaper |
publlcatlon covering national and |nternat|ona| news, but not nationally
distributed. That the Yorkshire Post, The Scotsman and the Evening Standard

8
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also cover issues at a more local level does not invalidate their national and
international content. Metro’s readership is not far below that of the Daily
Mirror/Record, and the Evening Standard’s is not far short of that for The.
Times. 3.5 million people read a regional evening paper every weekday; 7.5
million a regional -morning paper; 10 million a paid-for local weekly; 17 million
a free local weekly: their combined reédérship is as Iafge as that for the so-

called national titles, but is excluded from Ofcom’s analysis.

_Audience reliance on news sources

The significance of these omissions is underlined when we move on to the

" third element in the Ofcom guidance: audience reliance on different news

media. Here the report provides startling — and seemingly decisive — evidence.

In _2009, as in previous years, Ofcom asked a very large samplebf regular news
consumers which source they relied upon most. 73% plumped for TV; 8% for
newspapers (including, to some extent, the categories of newspaper just

‘described that Ofcom excluded); 7% for radio; and 7% for online. These -

'proportibns' have changed little over the years. Likewise (see paragraph 4.32),

29% reported that their only source of news was TV, compared with 6% for

newspapers, 3% for radio and 5% online. Some of this d'ifferential'may be on
account of perceptions of bias: 56% think newspapers are biased, but only 22%
say that of TV. '

Ofcom aIso'cites"another piece of recent research, on cross-media behaviour,
which asked similar questi‘o_ns, but in a different ord_er and with different
emphases. The results were 63:14:10:10 — slightly less stark than the 73:8:7:7,

~but surely of high significance. These findings strongly suggest up¥weighting

the repofted minutes watching TV news, or re-allocating all consumption
according to these “reliance” ratios (it would then no longer be necessary to

dlscount minutes reading non-news in newspapers, as the actual Ievel of news

in newspapers would have been factored in).

Mr Goldstein of CMI takes the view that, if Ofcom is cbnducting an inquiry
based on the potentlal detrimental effects of a merger’s undue influence on
consumers of news, and the views of those consumers in terms of reliance on
sources are eéstablished and robust, it must make sense to take those views
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fully into account — rather than discard them whilst claiming to act on behalf of
these very consumers. He has compiled the following table:

Media

News Corp.

Audience

shares
within the
medium
based on
Figure 26,
page 59
of Ofcom
report

Media “weights”
based on Figure 6 on

‘Media “weig

based on footnote 54

hts”

page 29 of Ofcom on page 28 of Ofcom

report: ' - |report: ,

, Audience | - Audience |
% saying shares | % saying shares
medium | weighted | medium | weighted
is “main by is “main by
source of | “source of | source of | “source of

news” news” % news” news” %
B 7

2.74% 4.79%
DMGT 22.8% 1.82% 3.19%
Trinity Mirror 11.9% 0.95% 1.67%
Telegraph . 10.4% 0.83% 1.46%
Northern and Shell . 10.2% 0.82% 1.43%
Guardian 6.5% 0.52% 0.91%
Lebedev 2.5% 0.20% 0.35%

Pearson

News Corp. 12.5% 0.88% 1.25%
DMGT 25.0% ©1.75% 2.50%
Trinity Mirror 0.0% -0.00% 0.00%
Northern & Shell 0.0% 0.00% 0.00%
Telegraph 12.5% 0.88% 1.25%
Guardian 12.5% 0.88% 1.25%
Lebedev 0.0% 0.00% 0.00%
Pearson 0.0% - 0.00% 0.00%
Sky 0.0%

100% 100.00%

BBC 73.5% 53.66% -

TN 17.4% T12.70%

Sky 9.1% 6.64% 5.73%
|(of-which Five.22.6%)— (2.1%) | (1.50%)- (1.29%) |-

100.00%;

10

100%
BBC 61.40% ’ 57.37%
TN ©12.70% 10.96%
News Corp. 3.62% 6.04%
Sky 8.52% 8.41%
Sky + News Corp. . 12.14% 14.45%
Sky/NC minus wholesale 8.76% 10.48%
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As a cross-check, | re-worked Ofcom Figure 26 on page 59, adjusting
in three ways: down-weighting newspapers by 50%; separating

Company |

Sky .
Channel 5

News Corp

BBC

mv
Channel 4
DMGT

T Mirror

Telegraph

N and Shell

Guardian

Indy

Pearson

~Total

11

13.8

9.2
4.8

4.2

4.1

26

1.0

403

Ofcom 1 (before changes)

Papers Radio

6.7

[News Corp/Sky 13.8 6.7

18.3

25.0

TV

2.4

07

3.1

24.9

4.8

1’. 1

33.9

Online

0.1

0.1

0.3

0.2

0.1

0.1

0.8

. wholesale news supply; and up-weighting TV by 50%:

| News consumption: percentage of minutes per head per déy

Total
9.1
0.7

13.9

23.7]

435

4.8
1.1
9.4
48
4.3
4.1
27
1.0
Y

100%
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Ofcom 2 (after changes) -

Company Papers Radio TV Online Total

Sky o 4.51 | 4.51
" News Corp 545 . 007 552
[News Corp/Sky ~ 5.45 | 451 007 10.03] |
BBC - 14,46 ‘.4.6.77 025 6148
W Ce02 902
Channel 4 - 1 2.08 208
RN 5.29 . 5.9
DMGT 363 017 38
T Mirror 189 1.89
Telegraph v} 1.66 - 0.07 1.'73‘
| N'andShevll  1e | 1.62
‘_vCha.r.mel‘Sj R 132 1.32
Guardian 103 . 007 11
Indy 04 04
Pearson | | | 0.24 | . 0.24
Tbtal_ 1592 1975 63.7 063  100%

As can be seen, both in the Goldstein table and my “Ofcom 2”, the share of
news consumption attributable to News Corp is substantially lower than in
Ofcom 1, and the combined share of News Corp and Sky, excluding wholesale
supply, is around 10% - as cbrhpared with the 24% in the Ofcom report.
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There is a further problem. News Corp already owns 39.1% of BSkyB (and
therefore of Sky News). Ofcom says it has “taken into accdu_nt” that fact, but
nonétheless fails to attri'bute any part of the Sky News audience to News Corp
pre-trahsagtion (which would reduce yet further the supposed impact of the
merger). Ofcom’s justification is that owning 100% of BSkyB would allow News
Corp to run the business entirely to its own commercial agenda. This legal
argument (in marked contrast to_Ofcorh’s preference for “reality” as opposed
to legality where wholesale news supply is concerned) misses the key point:
News Corp'has now —and has always possessed — operational control of
BS'kyB including every aspect of Sky News.

When Ofcom asserts (as it does in paragraph 5. 7) that 100% control of BSkyB
would give News Corp greater power to d|sm|ss the editor of Sky News, it is
wrong. Every editor of Sky News is appointed by the chief executive of BSkyB.
Every chief executive of BSkyB has been nominated by News Corp, and rubber-
starhped by the BSkyB board. News Corp could remove the current editor of
Sky News today, and secure the appomtment of his successor, even without-
the proposed transaction.

Some opponents of the merger have a'rgued that only the presence of the
independent directors of BSkyB has prevented News Corp having its evil way
with Sky News. They cite Rupert Murdoch musing that he wished Sky News
were more like Fox News. In fact, there is nothing preventing Murdoch from
transforming Sky News, other than sound commercial sense. A version of Fox

“News might or might not work in the UK — the US ve'rsi_o_n, available on the Sky
platform, has virtdally no viewers — but Sky News is very successful
journalistically (winning the Royal Television Society award for best news
channel again this February) and arguably Murdoch’s most admired UK

- journalistic product.

. ,;.As.;.for_.,the.jp,dep,end._eht directors, there is no evidence that they have ever ..
raised at board level any issue to do with Sky News. Indeed, in their

submission to Ofcom in support of the merger, they effectively offered to close

- Sky News if that were the only barrier to clearance.

13

MOD300009518



For Distribution to CPs

A Paradoxically, it is News Corp — which launched Sky News and funded it for two

years before Sky was merged with British Satellite Broadcasting in 1990 -
which has shown the most interest in keeping alive the loss-making service.

There is a further problem with treating the 39.1% as if it had no significance.

It would follow that, if News Corp sold down its stake in News International
(which publishes all its UK newspapers), reducing to 39.1% but retaining
editorial control (as with BSkyB), and then used the proceeds to buy 39.1% —
plus editorial »control — of the Telegraph Group, the Daily_ Mail g.roup,'Trinity
Mirror and Northern and Shell, it would have secured editorial control of 89%

~ of UK national newspaper consumption. However, according to Ofcom there

would be five separate owners of that 89%, and none of them would be News
Corp. There would be no reduction in media plurality, and'no grounds for any
intervention under the 2002 Act. Indeed, the current merger proposal would
also not be subject to a public interest intervention.

Summary

1 would expect the key table in the report (Figure 26 on page 59, WhICh is
equivalent to Ofcom 1 above) to come under severe pressure if it were
Subjected to detailed scrutiny at any independent review. Contrary to the
report’s claim that its conclusions reoresent “a reasonable belief, on the basis
of the evidence available”, it is clear that Ofcom ignored a great deal of
evidence: not only that which was readily available but also that which Ofcom
itself provided.

It failed to present any alternative ways of measuring TV news reach, including
one variation which reduces Channel 5 reach by 60%. it offered a radio news
reach figure for Sky News which cannot be correct. Instead of presenting the
published figures for individual newspaper reach, it offering a bulked up

A estimate for group reach”, unsupported by any explanation and in seeming '
conflict with the individual reach figures. - -

On consumption, it treated newspaper readership as if it were news

readership: an approach which substantially over-states the significance of

newspapers. Despite saying that current affairs as well as news consumption
would be measured, no attempt was made to include the easily measurable TV
current affairs genre. '

14
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On audience reliance on sources, it presented strong evidence of the
paramount signifi'cance of TV, and then chose to ignore it.

It also chose to attrrbute 100% of its estimate of commercial radio news reach
and consumption to Sky News, desp|te News Corp’s claim that most major
station groups treat Sky News content as an ingredient wrthln, rather than the
whole of, the peak-time bulletins they compile. The News Corp claim also
challenged Ofcom’s estimate of the volume of commercial radro news output
whether or not it was all attributable to Sky News

On wholesale news supply, Ofcom ignored the Competition Commission ,
judgment that it involved shared editorial responsibility, and ins_tead attributed
' f‘ all of Channel 5’s news output to Sky News.

- It wrongly stated that the transaction would allow News Corp to dismiss the
“editor of Sky News (a power it has always possessed). Finally, in consistently
discounting the srgnlflcance of News Corp’s current stake in BSkyB, it |
exaggerated the true effects of the tra nsaction on media plurality. An
extension of that logic would see Ofcom allowing even a massive shift in
control of UK newspap'ers without recognizing any case for intervention.

The biggest danger for Ofcom is not that it may have made a series of errors
and questionable Judgments It is that all of these errors and Judgments
pomted in one direction: to enlarge the significance of the proposed merger,
and reduce the reported level of BBC dominance. The chances of this having
\. happened by accident are low. If any independent review of the Ofcom report
- found support for a charge of bias, it would surely spell the beginning of the
end for Ofcom, whose future status is by no means guaranteed under media
' legislation planned for 2015.

Cross-media ownership rules

~ As part of its report, Ofcom suggested that any new Iegrslatlon should ¢create
additional regulatory powers to intervene in the media market, even in the
‘absence of a transaction, if there were concerns about plurality. Whatever the .
faults of the current legislation, the wea k'ne-ss of th,is report will give politicians'
pause before they assign any new authority to Ofcom — or its successor.
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My original concern in this whole affair was that a misguided regulatory '
intervention into the News Corp/BSkyB transaction might have the effect of

d|scredxt|ng our regulatory processes rather than dislodging the merger That
concern remams ' '

, vlt is sometlmes claimed that our regulatory structure is too weak to co.unte'r-
act the influence of News Corp. Yet regulators forced Rupert Murdoch’s exit
from London Weekend Television, rejected his consortium’s application for the
British satellite project, rejected his consortium’s bid for Channel 5, excluded
BSkyB frorn what beca me ITV Digital, forced BSkyB to divest most of its shares
in ITV, and have imposed restrictions on BSkyB in relation to platform
'managemernt, electronic programme guides, conditional access charges and
wholesale pricing of sports channels. The main cross-media ownership rule —
the 20/20/20 clause — is aimed at News Corp and BSkYB.

Yet Ofcom’s new intervention proposal reflects a degree of unease with our

- cross-media ownership rules, the current version of which have been in place
in 2003. We seem primarily concerned with national newspapers: yet Ofcom
accep'cs that diversity of ownership is not equivalent to diversity of opinion.
Moreover thelong-term decline in circulation seems likely to continue, such
that a 20% threshold in 2003 represents a much higher circulation then than it
does now. Isit circulation or share which concerns us? Is circulation anyway
the right test? The Daily Mail/ITN example | offered would not be possible if -
reade’rship rather than circulation was the test: no newspaper with over 20%
of national newspaper circulation can control the ITV news prowder The Mail
falls below that threshold in c|rcu|at|on but not in readership.

Fin-ally, what — if anything — should we do about the BBC? The BBC's share of
TV news consumption has grown from 60% to 70% since 2002. The BBC now
controls 71% of the news sources on which consumers place 87% of their

- reliance: TV, radio. and online. Ma n,y,_,incl_u,d,i‘ng Ofcom, are_relaxed about this
 situation, in that the BBC seeks to influence neither votes nor views. But if we
are not concerned about that 71%, why worry about possible combinations of
small fractions of that share in the commercial sector? And if we are

- concerned about the 71%, what should be done?

David Elstein | - 27211
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from: Adam Smith\
Sent: 27 April 2012 09:55
. To: OLDFIELD PAUL
Subject: Fwd: Sky News {2011- 023]
Attachments: capitalundertakings.pdf; ATTO0001..htm; DunfermllneUIL pdf; ATT00002. htm;

Global.pdf; ATT00003..htm; insysundertakings.pdf; ATT00004..htm

Begin forwarded m_essage:‘

"From: "Michel, Frederic" <fmichei

Date: 8 March 2011 15:27:18 GMT
To:
Subject: FW: Sky News [2011-023]

Adam,

My initial reaction is that they still don't seem to understand how the corporate governance

provisions (and more generally the UlLs) work and therefore the note has a number of inaccuracies,
for example

-a third party can't changé the articles without 75% and we agreed to vote against any changesin
the articles that would remove the corp gov protections (for as long as we don't own a majority of
the voting shares of Sky News, which in itself would be subject to another regulatory review);

- the carriage agreement will be subject to approval by Jeremy (which means also OFT/OFCOM) so
all the key terms will have to be blessed by them;

- the financial viability has been assessed by the OFT so it is not up to the third parties to oplne on it

) (and the details of the business plan are conf‘dentral business secrets)

- materiallTranSactions (E5m or more) between Sky News and News/Sky need to get the approval of
the Audit Committee, which consists exclusively of independent directors; if they involve more than
£12.5m, they also need to 'getapproval by the Board in addition to the Audit Committee;

- bundllng isa competltlon issue and has not been rarsed by OFCOM in the review of the UlLs from a
plurahty perspective.

" Onthelenigth and detail of the Ults; t-attach the examples of Uits grven in other-cases-that-show-

that ours are within standard range.
[ hdpe this helps. | am working on a more detailed rebuttal.
Let's discuss

Warm regards

féred
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)

rfrom: ) _ Adam Smith {
Sent: ' 27 April 2012 09:56
To: OLDFIELD PAUL

Subject: 4 Fwd: Sky News [2011-023]

Begin forwarded message:

From: Adam Smith <
Date: 8 March 2011 15:14:37 GMT
To: adam.smitd
Subject: Fwd: FW: Sky News [2011-023]

---------- Forwarded message — A
From: Michel, Frederic <fmiche’lr
‘Date: Tue, Mar 8§, 2011 at2:37 PM

Subject: FW: Sky News [2011-023]
To{]

Thought you would like to see this

From: Enders Analysis [mailto:info=endersanalysis.com@mcsv16.net] On Behalf Of Enders Analysis

Sent: 08 March 2011 14:06

Sky News

e  The concept of demerging Sky News is evidently a plausible one and we consider it very unlikely

} . » that critics of the deal will have much success undermining its appropriateness as a protection of
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From: Enders Analysis [mailto:info:{ On Behalf Of Enders Analysis

- SKky News

. The concept of demerging Sky News is evidently a plausible one and we consider it very
unlikely that critics of the deal will have much success undermining its appropriateness
as a protection of plurality

. Howevér, itis harder to judge whether the proposed implementation secures the
channél’s indépendence as fully and clearly as it might ’

e We butliné a series of issues that the information supplied for the public consuitation
does not appear to deal with. We note, in particular, that the proposed undertakings seem
not to block Rupert Murdoch, or members of his family, from buying the 60.9% of the
shares in s@ News not to be held by New; Corp ' o

Click here to download the pdf -

Jeremy Hunt's announcement on 4 March regarding the separation of Sky News to address pl'urality,
issues follows long and detailed negotiations between News Corp, the OFT and Ofcom. The OFT is
understood to have seen carefully crafted business plans and been given multfple'c:ommitments from .
‘News Corp that wili ensure the future prosperity of Sky News. However, the undertakings put into public
consuitation are extremely light on detail, making it difficult for a‘n outsider to assess the degree to which
Sky News will be viable, let abne independent, after the transaction completes. .

We have now entered a process of public consuitation, which completes at midday on 21 March, and we
consider it very unlikely that critics of the deal will have much success in undermining any conclusions
relating to plurality. If the transaction does not go ahead it is much more likely to be a consequence of

- disagreement between/with shareholders than between the politicians, regulators and News Corp: ™ 77"~
Nevertheless, the independence of Sky News, as described in the undertakings, stilt looks to us '
somewhat ‘soft'. In this note we articulate some of the issues relating to Sky News' independence that
result from the paucity of detail that is publicly available. in other words, while these undertakings are not
‘behavioutral', with all thé obvious weaknesses that this would entai, neither do'they represent a truly
‘structural’ solution that moves a viable and well-resourced Sky Néws into complete independence.

Overall, the concept of demerging Sky News is evidently a plausible one, but it is harder to judge whether

MOD300009524



mailto:info=

For Distribution to CPs

the proposed implementation secures the channel's independence as fully and clearly as it might, for the
following reasons:

There is little financial data provided in the undertakings. Two numbers refer to the incidental question of
which transactions with News Corp need to be approved by the Sky News board. However, interested
parties are not informed of: ' '

s The value of the carriage fee and how it inflates or deflates over time

e The costto Sky News of continuing to rent space and assets from BSkyB

e . The price Sky News will have to pay for use of the Sky brand

As a result, we cannot know whether BSkyB is demerging a business that can make a profit or one which
will be plunged into loss within‘ weeks. Since Sky News will have no balance sheet to sbeak of —its major
assets all being ‘owned by BSkyB — it might reasonably be argued that the channel will be dependent on
News Corb’s goodwill to survive from week to week. The employees will be reliant on services from
BSkyB ranging from access to the canteen to transponder capacity but the price .is unspecified. News
Cor;; says that the OFT has approved the numbers but since no outsiders with knowledge of how satellite
channels work will eversee the figures, it is impossible to form an independent view on the viability of the
channel and therefore its value. As a result of the model accepted by the OFT, Ofcom and the DCMS,
while Sky News may have no significant liabilities, if may have no value either. There may be a rapid

‘ desertion of outside shareholders in the listed entity.

The majority of the protections contained in the undertakings operate through the articlés of éssociation
of the new company. These protect, for example, the editorial independence of Sky News. News Corp is
blocked from amending the articles, this is very clear. However, the other shareholders can change them
whenever they want, and most of the important protéctions will fall away. . ‘

‘e . The majority of BSkyB shareholders fnéy have no interest whatsoever iﬁ owning a small stake in
a t}ny satellite TV station, with a market capitalisation probably in the low tens of millions and
perhaps much less. ’

e The shafes can be picked up (cheaply, no doubt) by anybody wanting a guaranteed presence
on the Sky EPG and use of the Sky brand name. He or she could then tear up the articles of
association o&ernig’ht, 'rebmoan most of the plurality prbtections such as the independent
directors and chair. - ‘

s Or, perhaps more Iikély, the sharés might .be'bought by a company or person directly or
indirectly affiliated with the Murdoch family. He or she could aléo remove many of the importaht
protections in the un'dertakings' and let News Corp run the channe! exactly as it wished. These

are not unreasonable concerns; there are tens of thousands of people who would be ableto
acquire the shares in an undercapitalised Sky News. .

o We believe that the preseni wording of the undertakings allows any member of the Murdoch
family, including Rupert Murdoch himself, to buy the 60.9% of the shares in Sky News not held
by News Corp. Sky News will be a public company traded on a stock exchange. Only very
carefuily drafted undertékings could protect against the circumvention of their purpose in this
way.

¢ This is not to say that News Corp is planning any such move, and we are in no way implying
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intention in this outline. However, a risk attached to the way the undertaki‘ngs are drafted is that
it makes such events possible. |

" There is no commitment on the part of News Corp to make the demerged company viable.

. & News Corp might reasonably argue that it is obviously in its interest to keep Sky News healthy
because it owns a 39% stake in the new company, but there is no guarantee of that.

e The current wording of the undertakings appears to allow News Corp to withdraw from actrng as
the advertising sales outlet for Sky News. News Corp assures us that the intention of the
undertakings is to oblige BSkyB to provrde ad sales services to Sky News, but the wording
doesn't seem to be fully there in the undertakings. Although others would offer to take over the
advertising role, there i$ no guarantee that Sky News would achieve the same prices or ad '
volumes as achieved by the current Sky sales house, which could create revenue uncertainty.

There is no protection against ‘bundling’ of news products contained in these undertakings. News Corp’
may have offered guarantees against ‘most favoured nation’ treatment of News International newspapers
but such promises appear to be absent in the undertakings themselves.

News Corp can terminate the carriage of Sky News if the channel is in ‘material breach’ of its contractual

terms and dispute resolution fails. ‘Material breach’ isn't defined, nor are the key contractual terms
included in the undertakings, nor is the dispute resolution process specified. Could Sky News be
removed from the EPG? Once again, the parties assure us that News Corp would only remove the

* channel after_a'serious problem but the public is given no indication of what such a problem might be.

The continued strength of the financial umbilical cord between Sky Nevvs and News Corp can be shown
by the lack of scrutiny over material transactions between the two companies. BSkyB protects its
independence from News lnternational in the UK by forcing all related party transactions over £10m (a ’
tiny fraction of turnover) through a governance committee. For the demerged Sky News the figure is £5m,
probably almost 10% of turnover. Only transactions over £12.5m with News Corp businesses will need to
go to the board of directors, perhaps equivalent to a season’s entire turnover.

Among other problems, the undertakings provide some employment protection for the ‘head of Sky News'
but for no other employees (unlike, for example, the nominal protections given at the time of the Wall
Street Journal aoquisition) The undertakings also avoid specifying how independent directors are
appointed and rotated and they do not specrfy how these directors can actually remedy any lnterference
from News Corp in edrtonal matters.

Regards,v

Claire Ender:
Chris Gooda

Enders Analysis Ltd, 46A Great Marlborough Street, London, W1F 7JW
Administration Tel: +44 (0) 1273 611140 Fax: +44 (0) 1273 611677

MOD300009526



For Distribution to CPs

www endersanalysis.com
Company Registration Number SC170417: Whitehall House, 33 Yeaman Shore, Dundee, DD1 4BJ

This communication is from Enders Analysis Limited. This email, and any files transmitted with it, is
confidential, may be subject to legal privilege, and is intended solely for the use of the individual or entity
to whom it is addressed. If you are not the intended recipient(s), your receipt is unauthorised. Please tell
Enders Analysié Limited by reply to this email and then delete the email and any files transmitted with it
é_nd destroy any copies of the same in your possession. Erhail communications cannot be guaranteed to
be secure or error free as information may be intercepted by third parties. Whilst we have taken
reasonable precautions to ensure that any attachment to this ehi_ail has been swept for viruses, we
cannot accept liability for any damage sustained as a 'resﬁlt of software viruses and would advise that you

.carry out your own virus checks before opening any attachment.

Important ndtice' By accepting this email, the recipient agrees to be bound by the fbllowing terms of
use. The information contained m thxs email has been prepared by Enders Analysis Limited and provided
solely for guidance and general lnformatlonal purposes. It may contain research analysts’ personal
opinions based on research undertaken. The information in this email and any files transmitted with it has
been prdvided with no regard to any specific recipient, including bdt not limited to any specific investmehf

' 'objectlves and should not be refied on by any recipient for 1nvestment or any other purposes. Enders

Analysxs Limited gives no undertakmg to provide the recipient with access to any additional information or

to update or keep current any information contained herein or attached hereto. The information and any

opinions contained in this email are based on sources believed to be reliable but the information refied on
has not be independently verified. Enders Analysis Limited and its officers, employees and agents make

- no warranties or representatlons express or lmphed as to the accuracy or completeness of information

and opinions contained in thlS emait or any files transmltted with it and exclude all liability to the fullest
extent permitted by law for any direct or indirect loss or damage or.any- other costs or expenses of any
kind which may' arise directly or indirectly out of the use of information or opinions ¢ontained in this email
or any files transmitted with it. The recipient hereby indemnifies Enders Analysis Limited, its officers,
employees and agents and any entity which directiy or indiréctly controls, is controlled by, or is under
direct or indirect common control with Enders Anélysis Limited from time to time, against any direct or

- indirect loss or damage or any other costs or expenses of any kind Wthh they may incur dlrectly or

indirectly as a result of the reCIpxent’s use of this email oranyfi files transmltted with it.

© 2011 Enders Analysis Limited. All rights reserved. No part of this email or any files transmitted with it
may be reproduced or distributed in any manner including, but not limited to, via the internet, w_l'thout the
prior permission of Enders Analysis Limited.

You are receiving this e-mail because your company has subscribed to reports from Enders Analysis
Remove me from this list

Enders Analysis

46a Great Marlborough Street
Lon_don. England W1F 7JW

Add us to your address book

Copyright (C) 2011 Enders Analysis Al rights reserved.
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""Please censider the environment before printing this e-mail"

The Newspaper Marketing Agency: Opening Up Newspapers:

www.nmauk.co.uk

This e-mail and any attachments are confidential, may be legally privileged and are the
property of News International Limited (which is the holding company for. the News
International group, is registered in England under number 81701 and whose registered
office is 3 Thomas More Square, London E98 1XY, VAT number GB 243 8054 69), on
whose systems they were generated. If you have received this e-mail in error, please notify
the sender immediately and do not use, distribute, store or copy it in any way. Statements or
opinions in this e-mail or any attachment are those of the author and are not necessarily
agreed or authorised by News International Limited or any member of its group. News
International Limited may monitor outgoing or incoming emails as permitted by law. It
accepts no liability for viruses introduced by this e-rail or attachments.

This message and its attachments may contain legally privileged or confidential information.
It is intended solely for the named addressee. If you are not the addressee indicated in this
message (or responsible for delivery of the message to the addressee), you may not copy or
deliver this message or its attachments to anyone. Rather, you should permanently delete this
message and its attachments and kindly notify the sender by reply e-mail. Any content of this
message and its attachments that does not relate to the official business of News America
Incorporated or its subsidiaries must be taken not to have been sent or endorsed by any of
them. No representation is made that this email or its attachments are without defect.

MOD300009528


http://www.nmauk.co.uk

For Distribution to CPs

ANTICIPATED ACQUISITION BY CAPITAL RADIO PLC OF GWR GROUP PLC

UNDERTAKINGS GIVEN BY CAPITAL RADIO PLC TO THE OFFICE OF FAIR
- TRADING PURSUANT TO SECTION 73 OF THE ENTERPRISE ACT 2002

WHEREAS:

{(a) Capital proposes to acquire GWR by way of a scheme of arrangement -
under section 425 of the Companies Act 1985;

{b) It appears to the OFT that arrangements are in'pfogress or conterhplation
- which, if carried into effect, will result in the creation of a relevant merger
situation in the UK;

(c) The OFT has a duty to refer an anticipated merger to the CC for further
_investigation where it believes that it is or may be the case that the
{?'. creation of that merger situation may be expected to resultin a

substantial lessening of competition within any market or markets in the
UK for goods or services; “ '

{(d) Under section 73 of the Act the OFT may, instead of making such a
- reference and for the purpose of remedying, mitigating or preventing the
substantial lessening of competition concerned or any adverse effect
which may be expected to result from jt, accept undertakings to take
such action as it considers appropriate, from such of the parties
concerned as it considers appropriate; ‘ '

(e) : The OFT con3|ders that in the absence of appropriate undertakings, it
would be under a duty to refer the acqmsmon of GWR by Capital to the
CC

f) The OFT further considers that the undertakings given below by Capital
, are appropriate to remedy, mitigate or prevent the substantial lessening of
. 4 - competition, or any adverse effect which may be expected to result from
o ' it, as speC|f|ed in the Decision;

NOW THEREFORE Capital hereby gives to the OFT the following undertakings
for the purpose of remedying, mitigating or preventing the substantial lessening
. " of competition, or any adverse effect which.may be expected to result from it.

Effectwe date of the undertakmgs

1.1 These undertakmgs shall take effect from the date that, having been
signed by Capital, they are accepted by the OFT.

Divestment of the Century 106 Business
2.1 Capital shall, using its best endeavours and acting in good faith, effect to

the satisfaction of the OFT the divestment of the Century 106 Business
as a going concern by the end of the Divestment Period to a purchaser
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approved by the OFT in accordance With the prdvisions of these
undertakings.

Capital shall be deemed to have complied with the obligation at paragraph
2.1 if, by the end of the Divestment Period, it has entered into a legally
binding sale and purchase agreement with a purchaser or purchasers
approved in advance by the OFT in.writing pursuant to these
undertakings provided that, if later than the end of the Divestment Period,
the final closing in respect of the divestment of the Century 106 Business
takes place within a period not exceeding 2 months (subject to obtaining
all the necessary approvals and consents from third parties) after the
approval of the relevant purchaser or purchasers by the OFT.

Without prejudice to the _geherality of paragraph 2.1 above, Capital shall
take the foIIowing measures to the extent they may be necessary to

effect the sale of the Century 106 Business in accordance with those

provrsrons

{a}. ‘the grant of an obtio'n to transfer the rights and contracts
associated with the existing carriage agreement for the digital
broadcast of the Century 106 analogue service;

(b) the grant of an obtion to the 106 Century FM brand name and/or
’ programming relating to the Century 106 Business;

(c) the transfer or vesting of property, assets, rights, personnel,
liabilities or obligations (including without prejudice any contracts,
licences, authorisations, permits or consents but excluding the
transfer or vesting of the rights and contracts associated with the
existing carriage agreement for the digital broadcast of the Century
106 analogue service, the 106 Century FM brand name and
programming relating to ‘the Century 106 Business referred to in
paragraphs 2.3 (a) and (b) above otherwise than by way of the
grant of options as set out in those paragraphs);

(d)  the adjustment of contracts, whether by dlscharge or reduction or

assrgnment of any liability or obligation or otherwrse

(e} the creatron, aIIotment, transfer, surrender or cancellation of any
shares, stock or securities; and/or

(t) "~ the formation or winding up of a company.

A paragraph 2.1, the OFT may, whether or not mrtratrng the Trustee

Functions set out below, require Capital to divest the Century 106
Business as a going concern at no minimum price to a purchaser
approved by the OFT. '

Capital shall notify the OFT of the identity of each proposed purchaser

that makes an offer for the Century 106 Business together with the value
and terms of such offers as soon as reasonably practicable following the
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receipt of such offers and in any event wrthrn at least 10 Workrng Days
of receipt of such offers

Purchaser Approval

3.1

3.2

For the purposes of approving a proposed' purchaSer,_for’the"Century 106
Business sold in accordance with these undertakings, Capital and/or any
proposed purchaser will need to satisfy the OFT that:

(a) the proposed purchaser is independent of and unconnected to Capital
and the Group of Interconnected Bodies Corporate to which Capital
bel_ohgs and any Associated Person or Affiliaté of Capital or such
Group of Interconnected Bodies Corporate;

(b) the proposed purchaser has the financial resources, expertise and
incentive to maintain and develop the Century 106 Business as a
viable and active business in competition with Capital and other
competitors; and

(c) the proposed purchaser must reasonably be expected to obtain all
necessary approvals and consents from any regulatory authority.

The OFT may require Capital to provide it with such information and
documentation as it may reasonably require to demonstrate to the OFT
that the proposed purchaser will fulfil the requirements set out in
paragraph 3.1 above.

Appointment of a Trustee

4.1

4.2

4.3

The provisions of paragraphs 4.2 to 4.7 below shall apply only as long as
Capital has not satisfied, or where the OFT has reasonable grounds for
believing that Capital will not satisfy, all or any. part of the obligation to
divest the Century 106 Business in accordance with paragraphs 2. 1 and

.2.2.

Within_15 Working Days of theOFT notifying Capital that it must do so,
Capital shall propose to the OFT:

(a) the names of at least two individuals to exercise the Trustee
Functions; and

(b) the full terms of a mandate in accordance wrth which the Trustee
~ shall carry out the Trustee Functions.

:l;rre mdrvrduals nommated b'y Capltal pursuarrt toparagraph 425ha||
meet the following requirements:

(a) they shall each be EU nationals with the necessary qualifications
to carry out their mandates, and employees or partners of an
investment bank, bank, building society, law firm or accountancy

~ firm with an established reputation either nationwide or in a
substantial part of the UK or in another EU member state; .
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(b) they shall each be independent of Capital and of the Group of

: interconnected Bo’dies Corporate to which Capital belongs and of
any Associated Person or Affiliate of Capital or.of such Group of
Interconnected Bodies Corporate and of any proposed purchasers
of the Century 106 Business to be sold pursuant to paragraph 2.1
above, and, in the opinion of Capital, appropriate to be appomted
as Trustee and :

(c) they shall neither be nor become exposed, either directly or
indirectly, to a conflict of interest that impairs or may be likely to

_impair their objectivity or independence in discharging the Trustee
Functions. '

‘Within 20 Working Days of the OFT approving, at Tts discretion one or

more of the persons nominated by Capital pursuant to paragraph 4.2
above and their proposed mandates, and subject to any modifications the
OFT deems necessary for the Trustee to carry out the Trustee Functions,
Capital shall use its best endeavours to appoint from the persons so
approved one person to carry out the Trustee Functions in accordance
with the mandate approved by the OFT pursuant to this paragraph.

. In the event that:

(a) Capital fails to nominate any person or persons in accordance with the
provisions of paragraph 4.2 above; or

(b) none of the persons nommated by Capital pursuant to paragraph 4.2
is approved by the OFT or

'(c) Capital is unable for any reason to conclude within the time limit

stipulated in paragraph 4.4 the appointment of any such person
following approval by the OFT;
Capital shall use its best endeavours to appoint from persons nomlnated
by the OFT one person to carry out the. Trustee Functions.on the terms of
a mandate approved by the OFT. Capital shall use its best endeavours to-
make such appointment within 7 Working Days of receiving the
nominations from the OFT.

The appointment of the Trustee pursuant to paragraph 4.4 or 4.5 shall be
irrevocable unless (a) a conflict of interest that impairs or may be likely to
impair the objectivity or independence of the Trustee in discharging the
Trustee Functions arises; (b} the Trustee ceases to perform its functions;

r-{c)-the OFT-is otherwise satisfied that-there-is-good cause-for-the -
apporntment to be terminated in advance of the satisfactory fulfilment of
the Trustee Functions. -

In the event that the appointment of the Trustee is terminated under

-paragraph 4.6 above, Capital shall use its best endeavours to appoint

from persons nominated by the OFT one person to carry out the Trustee
Functions in accordance with such mandate as is approved by the OFT.
Capital shall use its best endeavours to make such appointment within 7
Working Days of receiving the nominations from the OFT. Where
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required by the OFT, the outgoing Trustee shall continue as Trustee until

a new Trustee is in place and a fuII handover of all relevant information
has taken place :

The Mandate

5. The terms of the mandate proposed by Capital pursuant to paragraph 4.2
above shall, as a minimum, contain all provisions necessary to enable the
Trustee to carry out the Trustee Functrons including, without Irmrtatlon to
the generality of this paragraph:

(a) an exclusive, irrevocable mandate to sell any of the Century 106
Business as required by paragraph 6.1 below to a purchaser or
purchasers approved in advance in writing by the OFT at no minimum
price and on such reasonable terms and conditions as the Trustee

. considers appropriate to effect an expedient sale;

(b) a mandate to take any other steps necessary for, or incidental to, its
mandate under sub-paragraph (a) above;

(c) a comprehensive power of attorney to the Trustee (including the
authority to grant sub-powers of attorney to the Trustee's officers,
employees and'agents) to enable it to take all steps reasonably
necessary or approprlate to effect the sale of the Century 106
Busrness, :

(d) a mandate to comply with any orders and directions given by the
OFT; and '

(e) a mandate to appoint at Caprtal s expense such advisers as the
Trustee considers necessary or appropriate in connection wrth the
performance of the Trustee Functrons

Functione of Trustee

6.1 . The Trustee shall seek to procure within 3 months of the end of the
Divestment Period, or within such other later period as may be specified
by the OFT, the completion of the sale of the Century 106 Business at no
minimum price, to a purchaser or purchasers approved by the OFT in
accordance with paragraph 6.3. :

6.2 Without prejudice to the generality of paragraph 6.1, the Trustee shall
take any of the measures set out in paragraph 2.3 in relation to the ,
--Century 106 Business to.the extent.to which they.may .be necessary.to ...
effect the divestment of the Century 106 Business in accordance with
that provision. ' :

6.3 The Trustee shall not sell or permit the divestment of the Century 106

Business to a proposed purchaser unless it has obtained the OFT's prior
approval in writing in respect of the identity of the purchaser. The
Trustee shall notify the OFT of the identity of a proposed purchaser as
soon as reasonably practicable and in any event at least 20 Working Days
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in advance of the proposed completion of the proposed sale and purchase
agreement in questlon

6.4 The provisions of paragraph 2.4 shall apply to'any such sale by the

Trustee as if these undertakrngs were given by the Trustee rather than
Caprtal

6.5 Pending the divestment of the Century 106 Business pursuant to
paragraph 6.1, the Trustee shall monitor Capital’s compliance with its
obligations under paragraphs 7.1 and 7.2 of these undertakings and shall
take such measures as it considers necessary to ensure such compllance

6.6 The Trustee may give written directions to Capital to take such steps
' within its competence as may be specified or described in the directions
for the purpose of securing Capital's compliance with its obligations
under these undertakings or enabling the Trustee to carry out the Trustee
Functions. The Trustee may not require Capital to:-

(a) - offer any reverse premium or similar inducement to a purchaser; or

(b) accept any actual or contingent liability towards a purchaser or
otherwise in ¢onnection with the divestment which would be ‘
unusual in scope, duration or financially having regard to the price
and usual market practice in relation to similar disposals.

6.7 The Trustee shall, as soon as reasonably practicable, comply at all times
with any reasonable rnstructlons or written directions made by the OFT
for the purposes of carrying out or securing compliance with the
undertakings (or any matter incidental thereto) and shall provide to the
OFT such information and reports in relation to the carrying out of the
Trustee Functions as the OFT may require. The Trustee shall promptly
report in -writing to the OFT if the Trustee concludes on reasonable
grounds that Caprtal is failing to comply with any of its oblrgatrons under
these undertakings. : :

6.8  For the purpose of fulfilling the Trustee Functrons, the Trustee shall not
be bound by instructions of Capital nor shall the Trustee Functions be
extended or varied in any way by Capltal save with the prior express
written consent of the OFT. '

Functions of Capital following appointment of Trustee

7.1 Capital shall not give any instruction or request to the Trustee which
conflicts with the Trustee Functions. -- = v - =2

7.2 Capital shall take all such steps as are reasonably necessary to enable the
Trustee to carry out the Trustee Functions, including but not limited to (a)
complying with such written directions as the Trustee may from time to
time give pursuant to paragraph 6.6, and (b} providing the Trustee with
all such assistance and information, as it may reasonably require in
carrying out the Trustee Functions. :
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Remuneration of Trustee

8. Capital shall pay the Trustee a reasonable remuneration for the services it
provides in carrying out the Trustee Functions, and shall pay the Trustee
in a way that does not impede the independent and effective fulfilment of
the Trustee Functions, which shall be set out in the Trustee s mandate
referred. to in paragraph 5.

Interim Action

9. Pending the divestment of the Century 106 ‘Business to the satisfaction
‘ of the OFT in ‘accordance with the provisions of these undertakings,
Capital shall ensure that

(a) WIthQutaccepting any duty to make any substantial capital
investment additional to investment arrangements in'place at the
. time of the acquisition, the Century 106 Business shall be
maintained as a going concern; :

(b) except with the prior written consent of the OFT no step shall be
taken which might lead to the integration of the Century 106
Business with any other business carried on, by or under the
Control of Capital or of any member of the Group of
Interconnected Bodies Corporate to which Capital belongs;

{c) except with the prior writte'n consent of the OFT the Century 106
Business is maintained and preserved, mcludnng facilities and
goodwill; ‘

(d) the nature, description, range and standard of goods and services
currently supplied by the Century 106 Business are maintained and :
preserved; ' : _ -

(e) except in accordance with paragraph 2.1, paragraph 2.2 or
paragraph 6.1 above, no assets of the Century 106 Business shall
be disposed of, and no Interest in such assets shall be created or
disposed of, other than in the ordinary course of business.

Continued Separatidn

10.  Except with the prior written consent of the OFT, following the
divestment of the Century 106 Business pursuant to paragraph 2.1,
paragraph 2.2 or paragraph 6.1, Capital or any‘member of the Group of

(a) shall not, directly or indirectly, hold, acquire, re-acquire or use:
i) any Interest in the Century 106 Business;
{ii) any Interest in ahy c0mpany carrying on or having Control

of the Century 106 Business; or
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(iii) other than in the ordinary course of business, any of the
assets of the Century 106 Business;

{b) shall procure that no employee or director of Capital or of any
member of the Group of Interconnected Bodies Corporate to which’
Capital belongs holds or is nominated to any directorship or
managerial position in the Century 106 Business or any
directorship or managerial position in any company or other
undertaking carrying on or having Control of the Century 106
Busrness without the OFT’s written consent;

(e} shall not participate in the formulation of, or (other than in the

ordinary course of business) |nfluence or attempt to influence, .the
policy of the Century 106 Business or of any company or other
undertaking carrying on or havrng Control of the Century 106
Busnness and :

{d) shall not enter into or carry out any agreement or arrangement
© with any person, if the carrying out of the agreement or
arrangement is mtended to result or will result in any Associated
- Person or Affiliate of Capital or of any member of the Group of
Interconnected Bodies Corporate to which Capital belongs directly
or indirectly acquiring the Century 106 Business or doing any of
the things listed in sub-paragraphs (a), (b) and (c) above.

Compliance

11.1

11.3

11.4

..undertakings.

Capital shall comply W|th such written directions as the OFT may from
time to time give:

- {a) to take sUch steps as may be speciﬁed or described in the directions

for the purpose of carrying out or securing comphance with these
undertakrngs or

{b) to do or refrain from doing anything so specmed or descrlbed wh|ch
they might be required by these undertakmgs to do or to refrain from
doing.

Capital shall cooperate fully with the OFT when the OFT is:
(a) monitoring compliance with the provisions of these undertakings: and

(b) investigating potential breaches of the provisions of these

Capital shall procure that any member of the same Group of
Interconnected Bodies Corporate as Caprtal complles with these
undertakings as if it had given them.

Where any Affiliate of Capital is not a member of the same Group of

Interconnected Bodies Corporate as Capital, Capital shall use its best
endeavours to procure that any such Affrlrate shall comply with these
undertakings as if it had given them. :
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Provision of Information

12.  Capital shall furnish promptly to the OFT such information as the OFT -
considers necessary to enable it to monitor these undertakings.

ExtenSioo of time limits -

13. The OFT'may, where appropriate, in response to a written request from
Capital showing good cause, or otherwise at its own discretion, grant an
extension of any period specified or referred to in these undertakings.

Interpretation .

14.1 The Interpretation Act 1978 shall apply to these undertaklngs as it does
to Acts of Parliament.

- 14.2 References in these 'undertakings to any English law term for any legal

status, interest, concept or thing shall in respect of any jurisdiction other
than England and Wales be deemed to include what most nearly
approX|mates in that Jurlsd|ct|on to the English law term.

14.3 ln these undertakings the word “including” shall mean including without
limitation or prejudice to the generality of any description, definition, term
or phrase preceding that word and the word “include” and its derivatives -
shall be construed accordingly. , » TN

N

14.4  For the purposes of these.underpakings:
“the Act” means the Enterprise Act 2002;

“Affiliate” of a person is another person who satisfies the following

condition, namely that any enterprise (which, in this context, has the -
meaning given in section 129(1) of the Act) that the first person carries

on and any enterprise that the second person carries on from time to time
would be regarded as being under common control for the purposes of
section 26 of the Act;

“Associated Person” means a person or 'persons associated with Capital
within the meaning of section 127(4) of the Act and includes any
" Subsidiary of such a person or persons;

"business” has the meaning given by section 129(1) and (3) of the Act;

“Capital” means Capital Radio ple;

"CC” means the Competition Commission;

“the Century 106 Business” means the whole or substantially the whole
of the rights, assets, interests and obligations of or associated with the
business cOmprising a local sound broadcasting service for the East
Midlands carried on under licence number L200-1 by Border Radio
Holdings Limited and currently with the call sign “106 Century FM”,
including without prejudice to the foregoing:
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(a) all or substantially all tangible and intangible assets which
contribute to the current operation or are necessary to ensure the
- viability or competitiveness of that business;

(b) all or substantially all licences, permits, consents and
authorisations issued by any governmental organisation for the
benefit or purpose of that business;

{c) all or subs_t_antialvly all contracts, leases, commitments and
customer orders of or associated with that business;

(d) all customer,'credit and other records of that business; and

{e) the personnel of that business.

“Control” shall be construed in accordance with section 26 of the Act,
and in the case of a body corporate, a person shall be deemed to Control

it if he holds, or has an interest in, shares of that body corporate
amounting to 10 per cent or more of its issued share capital or carrying

. an entitlement to vote at meetings of that body corporate of 10 per cent

or more of the total number of votes which may be cast at such
meetings; : - .

“the Decision” means the OFT’s decision dated 22 December _2004 in
connection with the anticipated acquisition by Capital of GWR;

“Divestment Period” means the period of time determined by the OFT and
notified in writing to Capital by the OFT; ’ ‘

“Interest” includes ’shares, an interest in shares and any other interest

- carrying an entitlement to vote at shareholders’ meetings; and for this

purpose “an interest in shares” includes an entitlement by a person other
than the registered holder, to exercise any right conferred by the holding

- of these shares or an entitlement to Control the exercise of such right;

“Group of Interconnected Bodies Corporate” has the meaning given in
section 129(2) of the Act; references to a Group of Interconnected
Bodies Corporate shall be to the Group of Interconnected Bodies
Corporate as constituted from time to time;

“GWR” means GWR Group plc;

_"’QFT" méa‘ns the Office of Fair Trading;

“Trustee” means the person appointed pursuant to paragraph 4.4, 4.5 or
4.7 to carry out the Trustee Functions;

“Trustee Functions” means the functions set out in paragraphs 6.1, 6.2,
6.3, 6.4, 6.5, 6.6, and 6.7;

10

MOD300009538

rdance with section 736 of the



For Distribution to CPs

“UK” means the United Kingdom of Great Britain and Northern Ireland;

“Working Days” mean any days of the week other than a Saturday,
Sunday or any other day that is a public holiday in England; and

unless the context requires otherwise, the singular shall include the plural
and vice versa.

11
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COMPLETED ACQUISITION BY THE DUNFERMLINE PRESS LIMITED OF BERKSHIRE

REGIONAL NEWSPAPERS FROM TRINITY MIRROR PLC

PROPOSED UNDERTAKINGS TO. BE GIVEN BY DUNFERMLINE PRESS LIMITED TO

THE OFFICE OF FAIR TRADING PURSUANT TO SECTION 73 OF THE ENTERPRlSE
ACT 2002

WHEREAS:

{a) On 29 July 2007, DPL acquired BRN from Trinity Mirror plc;

{b) It appears to the OFT that, as é consequence of that transaction, a relevant
merger situation has been created in the UK;

(c) The OFT has a duty to refer a completed merger to the CC for further
‘ investigation where it believes that it is or may be the case that the creation
of that merger situation has resulted or may be expected to result in a

substantial lessening of competmon within any market or markets in the UK
. for goods or services; .

(d) Under section 73 of the Act the OFT may, instead of making such a
reference and for the purpose of remedying, mitigating or preventing the
substantial lessening of competition concerned or any adverse effect. which
may be expected to result from it, accept undertakings to take such action
as it considers appropriate, from. such of the parties concerned as it
considers appropriate, in particular having regard to thé need to achieve as
comprehensive a solution as is reasonable and practicable to the substantial
lessening of competition and any adverse effects resulting from it;

(e) ‘The OFT considers that, in the absence of appropriate undertakings, it would
be under a duty to refer the acquisition of BRN to th_e CC;

(f). The OFT further considers that the undertakings given below by DPL are
appropriate to -remedy, mitigate or prevent the substantial lessening of
competition, or any adverse effect which has or may have resulted from it,
or may be expected to result from it, as specified in the Decision; and

(g) = DPL offered initial undertakings pursuant to section 71 of the Enterprise Act
2002, which the OFT accepted on 28 November 2007, in respect of the

* Acquisition. These initial undertakings cease to be in force on the acceptance

* of the undertakings in_lieu given below by DPL. .

NOW THEREFORE DPL hereby gives to the OFT the following undertakings for the
‘purpose of remedying, mitigating or preventing the substantial lessening of

competition, or any adverse effect which has or may have resulted from it or may
be expected to result from it.

03/110126_1
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Effective date of the undertakings

1.1 These undertakmgs shall take effect from the date that, havmg been signed
by DPL, they are accepted by the OFT.

Divestment of the Divestment Business

2.1 DPL shall, prior to acceptance of these undertakings by the OFT, enter into a
legally binding agreement to divest to the satisfaction of the OFT the
Divestment Business to the proposed purchaser, Baylis, on terms approved
by the OFT in advance of acceptance of these undertakings. '

2.2 Without prejudice to the generality of paragraph 2.1 above, DPL shall use all
reasonable endeavours to ensure the transfer of the Key Staff with the
divestment of the D|vestment Business if desired by the proposed purchaser
of the Divestment Busmess

2.3  Without prejudiCe to the generality of paragraph 2.1 above, the Parties shall
take the following measures to the extent they may be necessary in the.
opinion of the OFT, to effect the sale of the Divestment Business in
accordance with the provisions of these undertakings:

(a) the transfer or vesting of property, assets, rights, personnel, liabilities
. or obligations (including without prejudice any contracts, licences,

authorisations, permits or consents);

(b) the adjustment of contracts, whether by discharge or reduction or
assignment of any liability or obligation or otherwise;

(c) the creation, allotment, transfer, surrender or cancellation of any
shares, stock or securities; and/or

(d) the formation or winding up of a company.

‘Approval of purchaser and terms of divestment

3.1 For the purposes of the OFT'appr'oving Baylis as a proposed purchaser for
- the Divestment Business in accordance with these undertakings, DPL shall,
save as_required or permitted by the OFT, satisfy the OFT that:

{a) the acquisition by the proposed purchaser of the Divestment Busmess
remedies, mitigates or prevents the substantial lessening of
competition concerned or any adverse effect which has or may have
resulted from it, or may be expected to result from it, in particular,
having regard to the need to achieve as comprehensive a solution as
is reasonable and practicable to the substantial lessening of
competition and any adverse effects resulting from it;

0371101261 ' 2
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Interim action

4.1

.(a)_

03/110126_t

(b)

(c).

(d)
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the proposed purchaser is independent of and unconnected to DPL
and the Group of Interconnected Bodies Corporate to which DPL
belongs and any Associated Person or Afflllate of DPL or such Group
of Interconnected Bodies;

the proposed purchaser has the financial resources, expertise
(including the managerial, operational and technical capability) and
incentive to maintain and operate the Divestment Business as part pf _
a viable and active business in competition with DPL and other:
competitors in the provision of local newspapers in Slough and

‘Windsor:

"the proposed purchaser must reasonably be expected by the OFT to

obtain all necessary approvals and consents from any regulatory

-authority plus all relevant consents; and

" the acquisition by the proposed purchaser of the Divestment Business

is not expected to result in a substantial lessening of competition
within any market or markets in the UK. ‘

The OFT may require DPL and/or a proposed purchaser to provide it with
such information and documentation as it may reasonably require to satisfy
the OFT that the proposed purchaser WI|| fulfil the reqmrements set out in .
paragraph 3.1 above.

Pendmg complenon of the d|vestment of the Divestment Business, DPL shall
ensure that:

(b)

{c)

without acceptir{g any duty: to make any substantial capital

investment additional to investment arrangements in place at the time
~.of the Acquisition, the Divestment Business is maintained as a going

concern and sufficient resources are made available for the

development of the Divestment Business on the basis of its pre-

merger plans;

. except in the ordinary course of business, no substantive changes are

made to the organisational structure of the Divestment Business or

- the management responsibilities within_the Divestment Business: _ . . _ . _

except. with the prior written consent of the OFT, the Divestment
Business is maintained and preserved, including facilities and
goodwill; ‘
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" the nature, description, rahge and standard of goods and services

currently supplled by the. Drvestment Business are maintained and
preserved

the separate trading name and/or the separate sales or brand identity
of the Divestment Business is maintained;

except in accordance with paragraph 2.1, no assets of the
Divestment Business are disposed of, and no Interest in such assets is

created or disposed of, other than in the ordinary course of business;

there is no integration, or further integration, of the ‘information
technology used by DPL with that used by the Divestment Business
and the software and hardware platforms of the Divestment Business
shall remain essentially unchanged -except for routine changes and

" maintenance;

all reasonable steps are taken to encourage all Key Staff to remain
with the Divestment Business; and '

to the extent it has not already occurred and except as.detailed
below, no Confidential Information relating to the Divestment
Business shall pass, directly or indirectly from the Divestment
Business (or any employees, directors, agents or ‘Affiliates of the
Divestment Business) to DPL (or any of its employees, directors,
agents or Affiliates), or vice versa, except where strictly necessary in
the ordinary course of busrness or in any of the following
crrcumstances '

(i)  the transfer of any accounting information necessary to allow
DPL's Chief Executive, Deputy Chief Executive and Group
Secretary and the DPL Board to monitor and review the
financial performance of the Divestment Business provided
that such accounting mformatron |s not passed on to any other
person within DPL -

(i)  the transfer of any information required in connection with
. DPL’s dealings with the OFT; or

(iii) the transfer of any information necessary for compliancé with
. any statutory or accounting obligations to the extént that such
compliance cannot be achleved separater by each of the
businesses and mcludrng for the avoidance of doubt the
compilation of consolidated accounts in line with DPL's
-existing accounting practices;

(iv) any steps necessary in order for DPL to comply with these
undertakings;
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Vel
)
‘provided that, upon divestment of the Divestment Business, any
records or copies (electronic or otherwise) of Confidential Information
held by DPL in relation to that Divestment Business (or vice versa)
shall be returned to the relevant business and any copies destroyed.
Continued separation
5.1 Except with the prior written consent of the OFT, following the divestment .
of the Divestment Business, DPL or any member of the Group of
Interconnected Bodies Corporate to which DPL belongs:
{a) shall not, directly or indirectly, hold, acquire, re-acquire or use:
(‘ ' () any Interest in the Divestment Business;

g (ii) any Interest in any company carrying on or having Control of
the Divestment Business (other than any investments made in
the ordinary course of the operation of any of the employee
benefit and pension schemes of DPL or of any members of the
Group of Interconnected Bodies Corporate to which DPL
belongs of not more than three per cent in aggregate of the
issued equity share capital in any such company, whose
shares are listed or dealt with on any recognised investment
exchange, which carries no more than three per cent of the
voting rights exercisable at meetings of such company); or

(iii) other than in the ordinary course of business, any of the assets
of the Divestment Busrness
. (b shall procure that no employee or director of DPL or of any member of
Yy . the Group of Interconnected Bodies Corporate to which DPL belongs
9 holds or is nominated to any directorship or managerial position in any

company or other undertaking utilising or having Control of the
. Divestment Business without the OFT’s prior written consent;

(c)  shall not participate in the formulation of, or (other than in the
ordinary course of business) influence or attemp’t to influence, the
policy of any company or other undertaklng carrying on or having
Control of the Divestment Business; and -

(dj - shall not enter into or carry out any agreement or arrangement ‘with
any person, if the carrying out of the agreement or arrangement is
" intended to result or will result in any Associated Person or Affiliate of .
DPL or of any member of the Group of Interconnected Bodies
Corporate to which DPL belongs directly or indirectly acquiring the
Divestment Business or doing any of the things listed in sub-
paragraphs (a), (b) and (c) above.

03/110126_t 5
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Compliance

6.1

6.2

DPL shall comply promptly with such written d|rect|ons as the OFT may from
t|me to time give:

(a) to take such steps as may be specified or-described in the directions
for the purpose of carrying out or securlng compllance with these
undertakings; and/or

(b) to do or.refrain from doing a'nyihing so specified or described which .
they might be required by these undertaklngs to do or to refrain from
doing. -

DPL shall procure that any member of the same Group of Interconnected
Bodies Corporate as DPL complies with these undertakings as if it had given

- them and actions and omissions of the members of the same Group of

6.3

Interconnected Bodies Corporate as DPL shall be attributed to DPL for the
purposes of these undertakings.

Where any Affiliate of DPL is not a member of the same Group of
Interconnected Bodies Corporate as DPL, DPL shall use its best endeavours
to procure that any such Aff|||ate shall- comply with these undertakings as if
it had given them.

Provision of Information

7.1

DPL shall furnish promptly to the OFT such information as the OFT considers

- necessary in relation to or in connection with the implementatior and/or

enforcement of and/or the compliance with these undertakings, including for
the avoidance of doubt, any confidential information.

lnterpretatfon _

8.1

8.2

The Interpretation Act 1978 shaII apply to these undertaklngs as it does to
Acts of Parliament.

References in these-undertakings to any English law term for any legal
status, interest, concept or thing shall in respect of any jurisdiction other
than England and Wales be deemed to include what most nearly

Aapproxmates in that junsdlctlon to the Enghsh law term.

8.3

03/110126_1

In these unde’rtakings the word “including” shall mean including without
limitation: or prejudice to the general'ity of any description, definition, term or
phrase preceding that word and the word “include” and its derivatives shall
be construed accordingly. ' : '
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8.4 For the purposes of these undertakings:

“Acquisition” means the acquusmon on 29 July 2007 by DPL of BRN from Trinity
Mirror plc;

“the Act” means the Enterprise Act 2002;

“Affiliate” of a person is another person who satisfies the following condition,
namely that any enterprise (which, in this context, has the meaning given in section
129(1) of the Act) that the first person carries on and any enterprise that the
second person carries on from time ‘to time would be regarded as being under

““common control for the purposes of section 26 of the Act; N

“Associated Person” means a person or persons associated with DPL within the

meaning of section 127(4) of the Act and includes any Sub5|d|ary of such a person
or.persons;

“Baylis” means Baylis & Co (The Maidenhead Advertiser) Limited;

“BRN” means Berkshire Regional Newspapers, formerly a business unit of Trinity
Mirror PLC and now incorporated into Berkshire Media Group Limited comprising the

assets acquired by DPL from Trinity Mirror plc by agreement completed on 29 July
2007. '

-”business”‘ has the meaning given by section 129(1) and (3) of the Act;

“CC” means the Competition Commission;

“Confidential Information” means any business secrets, know-how, commercially
sensitive information, intellectual property or any other information of a confidential
or proprietary nature;

“Control” shall be construed in accordance with section 26 of the Act, and in the
case of a body corporate, a person shall be deemed to Control it if he holds, or has
an interest in, shares of that body corporate amounting to 10 per cent or more of
its issued share capital or carrying an entitlement to vote at meetings of that body

. corporate of 10 per cent or more of the total number of votes which may be cast at

such meetings;

“the Demsnon means the OFT's deC|5|0n under section 22 of the ‘Act dated 4 }

February . 2008 in connectlon ‘with the Acqmsmon

. -03/110126_1
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“the Divestment Business” means the whole or substantially the whole of the

rights, assets, interests ahd obligations of or associated with each of the Slough &

South Bucks Express and the Windsor, Ascot & Eton Express, as operated at the

date of entry into a legally binding agreement for the sale of these tltles by DPL,

lncludmg without prejudice to the foregomg :

(@) allor substantially all tangible and intangible assets which contribute to the

- current operation or are necessary to ensure the viability or competitiveness
of each of the Slough. & South Bucks Express and the Windsor, Ascot &
Eton Express and which are capable of being transferred;
. (b) all or substantially all Iicences, permits, consents and authorisations_ issued

' by any governmental organisation for the benefit of each of the Slough &

_ , South Bucks Express and the Windsor, Ascot & Eton Express and which are

. ‘ capable of being transferred;

.('c) " all or substantially all 'co_ntracts, vehicle leases, commitments and customer
orders of or associated with each.of the Slough & South Bucks Express and
the Windsor, Ascot & Eton Express which are capable of being transferred;

(d) all customer, gredif and other records of each. of the Slough & South Bucks
Express and the Windsor, Ascot & Eton Express (in hard copy only};

(e) all trading names associated with each of the Slough & South Bucks Express
and the Windsor, Ascot & Eton Express, but not including the Maidenhead
Express title; and

(f) the personnel employed by DPL in relation to each of the Slough & South -
Bucks Express and the Windsor, Ascot & Eton ‘Express, other than the
member of staff within BRN with responsibility for overseeing the installation
of the production IT platform across the whole of the BRN business.
.) ‘ >"DPL".. means Thé Dunfermline Press Limited;

“Interest” includes shares, an interest in shares and any other interest cérrying an

entitlement to vote at shareholders’ meetings; and for this purpose “an interest in

shares” includes an entitlement by a person other than the registered holder, to
exercise any right conferred by the holding of these shares or an entltlement to

Control the exercise of such right;

e oo GOUD of ._,'__'_'__’F?_F.‘?,‘?F!F'F.‘?’E?i’ Bodies Corporate”_has the_meaning given in_section
129(2) of the Act; references to a Group of Interconnected Bodies Corporate shall
be to the Group of Interconnected Bodles Corporate as constltuted from time to
tlme -

“Key Staff” means staff in positions of executive or managerial responsibility and/or

whose performance affects the viability of the Divestment Business;

)
-

03/110126_1 » ) : _ 8
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“OFT” means the Office of Fair Trading;

“Subsidiary” shall be construed in accordance with section 736 of the Companies
Act 1985 (as amended), unless otherwise stated; and ’

“UK” means the United Kingdom of Great Britain and Northern Ireland.

FOR AND ON BEHALF OF DPL

............... iviveeeeeeioinienenee. - Signature
P P Name

e e Title

- (Director)

03/110126_1-

........................................... Signature
........................................... Name
........................................... | Title
........................................... Date
Directér/Company Sec;etary
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COMPLETED ACQUISITION BY GLOBAL RADIO UK LTD OF GCAP MEDIA PLC

UNDERTAKINGS TO BE GIVEN BY GLOBAL RADIO UK LTD TO THE OFFICE OF .
FAIR TRADING PURSUANT TO SECTION 73 OF THE ENTERPRISE ACT 2002

WHEREAS

‘ (a) On 6 June 2008 Global écquired GCAP:

(b) It appears to the OFT that, as a consequence of that transaction, a relevant
merger situation has been created in the UK;

(c) The OFT has a duty to refer a completed merger to the CC for further
investigation where it believes that it is or may be the case that the creation
of that merger situation has resulted or may be expected to result in a
substantial lessening of competition within any market or markets in the UK
for goods or services:

(d) Under section 73 of the Act the OFT may, instead of making such a

reference and for the purpose of remedying, mitigating or preventing the

~ substantial lessening of competition concerned or any adverse effect which

may be expected to result from it, accept undertakings to take such action

as it considers appropriate, from such of the parties concerned as it

considers appropriate, in particular having regard to the need to achieve as

comprehensive a solution as is reasonable and practicable to the substantial
lessening of competitioh ahd any adverse effects resulting from it;

(e) The OFT considers that, in the absence of appropriate undertakings, it would
be under a duty to refer the’ acqulsmon of GCAP to the CC; and

{f) . The OFT further considers that the undertakmgs given below by Global»aré
appropriate to remedy, mitigate or prevent the substantial lessening of =

competition, or any adverse effect'which has or may have resulted from it,
or may be expected to result from it, as specified in the Decision.’

NOW THEREFORE Global hereby gives to the OFT the following undertakings for
the purpose of remedying, mitigating or preventing the substantial lessening of
competition, or any adverse effect which has or may have resulted from it or may
be expected to result from it. :

Effectlve date of the undertakings

1.1 These-undertakihgs shall take effect from the date that, having been sign‘ed
by Global, they are accepted by the OFT.
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Divestment of the East Midlands Divestmént Business and the West Midlands
Divestment Business

2.1

2.2

2.3

Global shall, prior to acceptance of these undertakings by the OFT, enter into
a legally binding agreement (or agreements), conditional on OFT approval, to
divest to the satisfaction of the OFT the East Midlands Divestment Business
and the West Midlands Divestment Business each as a going concern to the
proposed purchaser, LDC, on terms approved by the OFT in advance of

- acceptance of these undertakings. The completion of the divestment of

each of the East Midlands Divestment Business and the West Midlands
Divestment Business as contemplated by such agreements shall take place
within a period not exceeding two months from the date the undertakings
take effect (as set out in paragraph 1.1 above).

Without prejudice to the generality of paragraph 2.1 above, Global shall use
all reasonable endeavours to ensure the transfer of the Key Staff with the
divestment of the East Midlands Divestment Business and the West Midlands
Divestment Business if so desired by LDC as the proposed purchaser of the
East Midlands Dlvestment Business and the West Midlands Divestment

__Busmess

Without prejudice to the generality of paragraph 2.1 above, Global shall take
one or more of the following measures to the extent they may be necessary
in the opinion of the OFT to effect the sale of the East Midlands Divestment
Business and the West Midlands Divestment Business in accordance with the
prov15|ons of these undertakmgs :

(a) the transfer of Global's shareholdrng in the East Midlands Dlvestment
Business and the West Midlands Dlvestment Business;

“(b) the transfer of the rights and contracts assocnated with the existing

carriage agreements for the DAB broadcast of the East Midlands
Divestment Business analogue services in the East Midlands and the
West Midlands Divestment Business analogue services in' the West
Midlands, save where such transfer can only be effected by means of
the consent of a third party in which case Global shall take steps to
procure the consent of that third party or secure alternative
_arrangements for DAB broadcasting of those servnces where such
consent cannot be secured;

- {c) the transfer of the West Midlands Divestment Business brand names

relating to the FM analogué broadcast licences of the West Midlands

" Divestment Business and the licensing of the Heart brand relating to
the FM analogue broadcast licence of the East Midlands Dlvestment
Business as contemplated by paragraph 4. 3 below;
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{d) the transfer or vesting of any additional property, assets, rights,
. personnel, liabilities or obligations, including without prejudice any
contracts, licences, authorisations, permits or consents;

(e) the adjustment of contracts, whether by discharge or reduction or
assignment of any liability or obligation or otherwise;

(f) the creation, allotment, transfer, surrender or cancellation of any .
shares, stock or securities; and

(g) the formation or windin'gvup of a company.

Global shall ensure that the sale and purchase agreement entered into for the
purposes of paragraph 2.1 above includes a warranty that the purchaser has
the financial resources, expertise (including the managerial, -operational and
technical capability), incentive and intention to maintain and operate the East
Midlands Divestment Business and the West Midlands Divestment Business
as part of a viable and active business in competition with Global and other
competitors in the supply of regional advertising campaigns in each of the
East Midlands and West Midlands. =~ - -

In the event that Global fails to divest the East’ Midlands Divestment
Business and West Midlands Divestment Business in accordance with
paragraph 2.1 above, the OFT may require Global to divest the East Midlands
Divestment Business and the West Midlands Divestment Business as a going
concern to a purchaser or purchasers approved by the OFT.

}

Approval of purchaser and terms of divestment -

~ 3.1  For the purposes of the OFT approving LDC as a proposed purchaser for the

East Midlands Divestment Business and the West Midlands Divestment
Business in accordance with these undertakings, Global shall, save as

‘ reqL_Jired or permitted by the OFT, satisfy the-OFT that:

(a) the acquisition by LDC of the East Midlands Divestment Business and
the West Midlands Divestment Business remedies, mitigates or
prevents the substantial lessening of competition concernéd or any
adverse effect which has or may have resulted from it, or may be
expected to result from it, in particular, having regard to the need to
achieve as comprehensive a solution as is reasonable and practicable
to the substantial lessening of competition and any adverse effects

(b) LDC is independent of and unconnected to Global and the Group of
Interconnected Bodies Corporate to which Global belongs and any
Associated Person or Affiliate of Global or such Group of
Interconnected Bodies; ' ’
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{c) LDC has the financial resources, expertise (including the managerial,
operational and technical capability), incentive and intention to
maintain and operate the East Midlands Divestment Business and the

- West delands Divestment Business as part of a viable and active
business in competition with Global and other competitors in the
provision of regional radio advertising campalgns to reach listeners in
the East and West Midlands;

{d) LDC has obtained aII necessary approvals and consents; and

(e) the acquisition by LDC of the East Midlands Divestment Business and
the West Midlands Divestment Business does not create a realistic
prospect of a substantial Iessenlng of competition within any market.
or markets in the UK.

3.2 The OFT may require Global to provide it with such information and
documentation as it may reasonably require to satisfy the OFT that LDC wnII'
fulfil the requirements set out in paragraph 3.1 above. »

Advertising Sales Agreement and licence of Heart brand

4.1 Global shall enter into a Advertising Sales Agreement with LDC which
provides for Global to sell advertising campaigns for the East Midlands
Divestment Business and West Midlands Divestment Busmess on behalf of
.LDC for use as part of National Campaigns.

4.2  Global shall be deemed to have complied with the obligation at paragraph
4.1 if the OFT is satisfied that, prior to the acceptance of these undertakings
by the OFT, Global has entered into a legally binding agreement (or
agreements) to divest the East Midlands Divestment Business and the West
Midlands Divestment Business (in accordance with its obligation under
paragraph 2.1 above), which agreement (or agreements) provides that on
completion of such agreement {or agreements) LDC shall deliver or make
available to Global a duly executed version of an agreed form Advertising
Sales Agreement, provided that the terms of the Advertising Sales
Agreement: : ‘

(a) do not individually and/or collectively reduce or undermine LDC’s
ability to compete actively with Global as regards the sale of Regional
Campaigns that do not form part of a National Campaign, including,
for example, by the imposition of a minimum inventory requirement
for National Campaigns béeyond that which would "be considered
reasonable and proportionate in relation to such an Advertlsmg Sales
Agreement in these cnrcumstances

. {b) do not individually and/or collectively reduce or undermine LDC's
incentive to compete actively with Global in the sale of Regional
“Campaigns that do not form part of a National Campaign; and
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{c) ‘contain no direct or indirect restriction on LDC's ability to sell
Regional Campaigns, including Regional Campaigns-forming part of a
National Campaign, regardless of the identity of any customer
purchasing such Regional Campaign, provided that the customer in
question has indicated their preference to purchase a Regional
Campaign directly from LDC.

Global shall eriter into a Brand Licence with LDC in order to allow LDC to use
the Heart brand in relation to the East Midlands Divestment Business.

Global shall be deemed to have complied with the obligation at paragraph
4.3 if the OFT is satisfied that, prior to the acceptance of these undertakings
by the OFT, Global has entered into a legally binding agreement (or
agreements) to divest ‘the East Midlands Divestment Business and the West
Midlands . Divestment Business (in accordance with its obligations under.

~ paragraph 2.1 above), which agreement (or agreements) provides that on

completion of such agreement (or agreements) LDC shall deliver or make
available to Global a duly executed version of an agreed form Brand Licence,
provnded that the terms of the Brand Licence:

(a) do not provide GIobaI'witI‘i the ability to determine or influence LDC’s
choice of local programming staff or local presenters for the East

Midlands Divestment Busmess or the West Midlands Divestment
Business;

(b) do not individually and/or collectively reduce or undermine LDC's
ability to compete actively with Global as regards the sale of Regional
Campaigns that do not form part of National Campalgns including,
for example, by: :

- i) the imposition of minimum quality standards beyond those that
would be considered reasonable and proportionate in relatlon
to such a Brand Licence; and/or

(ii) the imposition of a minimum quantity . of national network
T programmlng that is materially detrimental to the commercnal
operation of the Station;

(¢} do not individually and/or collectively reduce or undermine LDC's
- incentive to compete actively with Global in the sale of Regional -
Campaigns that do not form part of a National Campaign; and

(d) contain no direct or indirect restriction on LDC's ability to sell
Regional Campaigns, including Regional Campaigns forming part of a.
National Campaign, regardless of the identity of any customer
purchasing such Regional Campaign, provided that the customer in
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questlon has indicated their preference to purchase a Regional
Campaign directly from LDC.

Interim action

5.1  Prior to the completion of the divestment of the East Midlands Divestment
Business and the West Midlands Divestment Business to the satisfaction of
the OFT in accordance with the provisions of these undertakings, Global
shall ensure that from the date these undertakings take effect and-except
with the prior written consent of the OFT:

(a) without. accepting any. duty to make any substantial. capital
investment additional to investment arrangements in place at the time
of the Acquisition, each of the East Midlands Divestment Business
and the West Midlands Divestment Business is maintained as a going
concern and sufficient resources ‘are made available for the
development of each of the East Midlands Divestment Business and
the West Midlands Divestment Business on the basls of " their
respectlve pre-merger plans; '

(b) no substantive changes are made to the organlsatlonal structure of
the East Midlands Divestment Business and the West Midlands
Divestment Business or the management responsrbrhtres within the
East Midlands Divestment - Business and the West Midlands
Divestment Business, other than in the ordinary course of business;

(c)  the East Midlands Divestment Business and the West Midlands

Divestment Business are maintained and preserved, |ncIud|ng facilities
and goodwill; ~

(d) the nature, description, range andstandardAof goods and services
currently supplied by the East Midlands Divestment Business and the
West Midlands Divestment Business are maintained and preserved;

(e) = the separate trading name and/or the separate sales or btand identity
of each of the East Midlands Divestment Business and the West
Midlands Dlvestment Buslness is maintained;

fy except in relation to the divestment of the East Midlands Divestment
Business and the West Midlands Divestment Business to LDC, no
‘assets of the East Midlands Dive: ,é;tfﬁ'e"n't’"“'Ba?‘sm"e‘s;‘g“a'ﬁa‘“‘ the West
Midlands Divestment Business are disposed of, and no Interest in
such assets is created or disposed of, other than in the ordinary
course of business; '

{g) there is no further integration of the information technology used by
. Global with that used by either of the East Midlands Divestment
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Business and the West Midlands Divestment Business and the
software and hardware platforms of the East Midlands Divestment
Business. and the West Midlands Divestment Business shall remain-
essentially unchanged, except for routine changes and maintenance;

all reasonable steps are taken to encourage all Key Staff to remain
with the East Midlands Divestment Business and the West Midlands
Divestment Business, save where LDC has stated in writing to Global
that it does not wish that an individual member of the Key Staff be
transferred to it with the divestment of the East Midlands Divestment
Business and the West Midlands Divestment Business; and

to the extent it has not already occurred and except as detailed
below, no Confidential Information relating to any of the East
Midlands Dlvestment Business and the West Midlands Divestment
Business shall pass, directly or mdlrectly from the East Midlands

- Divestment-Business or the West Midlands Divestment Business (or

any employees, directors, agents or Affiliates of the East Midlands
Divestment Business and the West Midlands Divestment Business) to
Global (or any of its employees, directors, agents or Affiliates), or vice
versa, except where strictly necessary in the ordinary course of
business or in any of the following circumstances:

(i) the transfer of any accounting information necessary to allow
Global’'s Chief Executive, Chief Financial Officer and Group
Secretary and the Global Board to monitor and review the
financial performance of the East Midlands Divestment
Business and the West Midlands Divestment Business provided
that such accounting information is not passed on to any other
person wnthm Global;

(iiy . the transfer of any information_ required in connection with
Global's dealings with the OFT; ‘

iit) the transfer of any information necessary for cdmpliance with

any statutory or accounting obligations to the extent that such
compliance cannot be achieved separately by each of the East’
Midlands Divestment Business and the West Midlands
Divestment Business businesses; ‘

vy any steps necessary l‘nmo__rder_ for Global to_comply W|th these

undertakings;-

.provided 'that, upon divestment of any of the East Midlands

Divestment Business and the West Midlands Divestment Business,
any records or copies (electronic or otherwise} of Confidential
Information held by Global in relation to East Midlands Divestment
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Bquness or the West Midlands Divestment Business shall be returned
to the relevant business and any copies destroyed.

Continued separation

6.1

Except with the prior written consent of the OFT, following the divestment
of the East Midlands Divestment Business and the West Midlands
Divestment Business, Global or any member of the Group of Interconnected
Bodies Corporate to which Global belongs: -

(a) shall not, directly or indirectly, hold, acquire, re-acquire or use:

{i) any Interest in the East Midlahds Divestment Business or the
West Midlands Divestment Business;

- (i) any Interest in any company carrying on or having Controi of
the East Midlands Divestment Business or the West Midlands -
Divestment Business (other than any investments made in the
ordinary course of the operation of any of the employee
benefit and pension schemes of Global or of any members of
the Group of Interconnected Bodies Corporate to which Global
belongs of not more than three per cent in aggregate of the
issued equity share capital in any such company, whose
shares are listed or dealt with on any recognised investment
exchange, which carries no more than three per cent of the
voting rights exercisable at meetings of such companyy); or

(iii} other than in the ordinary course of business, any of the assets
: of the East Midlands Divestment Busmess or the West
Midlands Divestment Busmess

(b) shall procure that no employee or director of Global or of any member
of the Group of Interconnected Bodies Corporate to which Global
belongs holds or is nominated to any directorship or managerial

~ position in any company or other undertaking utilising or having

Control of the East Midlands Divestment Business or the West
Midlands Divestment Business without the OFT's prior -written
consent;

(c) shall not participate in the formulation of, or {other than in the

ordinary course of business) influence or attempt to influence, the

policy of ‘any company or other undertaking carrying on or having ™
Control of the East Midlands Divestment Business and the West
Midlands Divestment Business; and

{d) shall not enter into or carry out any agreement or arrangement with
any person, if the carrying out of the agreement or arrangement is
intended to result or will result in any Associated Person or Affiliate of
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Global or of any member of the Group of Interconnected Bodies
Corporate to which Global belongs directly or indirectly acquiring the
East Midlands Divestment Business' and the West Midlands.
Divestment Business or doing any of the things listed in sub-
paragraphs (a}, (b) and (c) above.

Compliance

7.1 Global shall comply promptly with such written directions as the OFT may
' from time to time give:

(a) to take such steps as may be specrfled or described in the d|rect|ons

for the purpose of carryrng out or secunng compliance wrth these
undertakings; or

(b) to do or refrain from doing anything so specified or described which

~they.might be requlred by these undertaklngs to do or to refrain from
domg

7.2 Global shall procure that any member of the same Group of Interconnected

Bodies Corporate as Global complies with these undertakings as if it had
given them and actions and omissions of the members of the same Group of
Interconnected Bodies Corporate as Global shall be attributed to Global for
the purposes of these undertakings. ' '

7.3  Where any Affiliate of Global is not a member of the same Group of

: Interconnected Bodies Corporate as  Global, Global shall use its best
endeavours to procure that any such Affmate shall comply with these
undertakings as if it had given them.

Provision of Informatlon

8.1 Global shall furnish promptly to the OFT such information as the OFT
considers necessary in relation to or in connection with-the implementation
and/or enforcement of and/or the compllance ‘with these undertakrngs
including for the avondance of doubt any confldentlal |nformat|on

Interpretation

9.1 The lnterpretatlon Act 1978 shall apply to these undertakrngs as it does to
Acts of Parhament :

9.2 References in these undertakings to any English law term for any legal
status, interest, concept or thing shall in respect of any jurisdiction other
than England and Wales be deemed to include what most nearly
approximates in that jurisdiction to the English law term.
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9.3 In these undertakings the word “including” shall mean including without -

limitation or prejudice to the generality of any description, deﬁnition_, term or
phrase preceding that word and the word “include” and its derivatives shall
be construed accordingly. '

9.4 For the purposes‘ of these undertakings:

"Aéquisition” m_eaAn's the completed acquisition.on 6 June 2008 by Global of GCAP;

“Advertising Sales Agree_men_t” has the meaning set-out in Clause 4.1 above;

“the Act” means the Enterprise Act 2002;

"Afflhate” of a person is another person who satisfies the following condition,
namely that any enterprise (wh|ch in this ¢ontext, has the meaning given in section
129(1) of the Act) that the first person carries on and any enterprise that the

second person carries on from time to time would be regarded as being under

common control for the purposes of section 26 of the Act;

“Associated Person” means a person or persons associated with Global within the
meaning of section 127(4) of the Act and includes any Subsidiary of such a person
or persons; ' :

“Brand Licence” has the meaning set out in Clause 4.3 above;

“business” has the meaning given by section 129(1) and (3') of the Act;

“CC" means the Competition Commission;

“Confidential Information” means any business secrets, know-how, commercially
-sensitive information, intellectual property or any other information of a confidential
or proprietary nature;

"“Control” shall be constfued in accordance with section 26 of the Act, and in the

case of a body corporate, a person shall be deemed to Control it if he holds, or has
an interest in, shares of that body corporate amounting to 10 per cent or more of
its issued share capital or carrying an entitlement to vote at meetings of that body
corporate of 10 per cent or more of the total number of votes which may be cast at
such meetmgs : :

“the Dec15|on" means the OFT's decision under sectlon 22 of the Act dated 8

- August 2008 in connection withthe Acqmsmon T e o -

10

MOD300009558



For Distribution to CPs

“East Midlands Divestment Business” means the whole or substantially_ the whole of
the rights, assets, interests and obligations of or associated with the following
companies:

Name _ ' - | Company Number
Global Radio East Midlands Limited 03050677
Border Radio Holdings Limited ' 03376590

which comprise a local sound broadcasting service for the East Midlands carried on
“under the following licence number and with the following call sign

Licence number ; Cerried on by Call sign
' : Global Radio East ' " p
AL200-1 Midlands Limited | “Heart

excluding the Heart brand, but inoludihg without prejudice to the foregoing:
(a') all or substantially all tangible and intangible assets which contribute to the

current operation -or are necessary to ensure the viability or competitiveness
of that business;

(b) all or substantially all licences, permits, consents and authorisations issued
- by any governmental or regulatory organisation for the benefit or. purpose of
that busmess :

(c) " all or substantially all contracts, leases, commrtments and customer orders of
‘or associated with that business;

(d) all customer, credit and other records of that business; and

(e) the personnel of that business.

“GCAP” means GCap Media plc;

“Global” means Global Radio UK Limited;

"Group of Interconnected Bodies Corporate” has the meaning given in section
129(2) of the Act; references to a Group of Interconnected Bodies Corporate shall
be. to .the. Group of lnterconnected Bodies.. Cor.porate as. constituted from tlme to
time;

“Interest” includes shares, an interest in shares and any other interest carrying an

entitlement to vote at shareholders’ meetings; and for this purpose “an interest in
shares” includes an entitlement by a person other than the registered holder, to

11
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exercise any right conferred by “the holdmg of these shares or an en'utlement to
Control the exercise of such right; '

“Key Staff" means staff in positions of executive or manageriél respensibility and/or
whose performance affects the viability of the East Midlands Divestment Busmess
and/or the West Midlands D|vestment Business;

"LDC'f means LDC Med|_a;

“National Campaign” mean an'advertismg campaign that is either UK-wide in scope

or is at least wider in geographic coverage than the East Midlands and West
Mldlands '

“"OFT" means the Office of Fair _Trading;y

“Regional Campaign” means an advertising campa|gn which will be broadcast in the
East Midlands and/or West M|dlands

“Subsidiary” shall be construed in accordance with section 736 of the Companies
Act 1985 (as amended), unless otherwise stated;

“UK” means the United Kingdom of Great Britain and Northern Ireland; and
“West Midlands Divestment Business” means the whole or substantially the whole

of the rights, assets interests and obligations of or associated with the followmg
compames

Name ' S ' Company Number
Midlands Radio Limited | 02365381

BRMB Limited - 00275304
Birmingham Broadcasting Limited 00685666
- Capital Gold Birmingham Limited 04643580
Capital Radio Fun Limited | 01384547
‘Capital Radio North East Limited 01455872
Mercia Sound Limited ‘ 01386660
Beacon Broadcasting Limited 00674678

-{-Radio-Wyvern Limited— —— — ... .. . ..[01568852 . | .
12
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which comprise a local sound broadcasting service for the West Midlands carried on
under the following licence numbers and with the following call signs

Licence number Carried on by Call sign
ALO77-2 Birmingham ?roadcas‘ting “BRMB"
. Limited
AL119-2 Beacon Broadeasting “Beacon FM”
Limited
“ALO22-2 GWR Group Limited “Mercia FM”
ALO61-3 Radio Wyvern Limited “Wyvern FM"
ALO76-2 Capital Gold Birmingham | g4 girmingham”
Limited
AL118-2 GCap Media AM Limited | “Gold Wolverhampton”

ALO21-2

GCap Media AM Limited .

“Gold Coventry”

including without prejudice to the foregoing:

(a)

all-or substantially all tangible and intangible assets which contribute to the
current operation or are necessary to ensure the viability or competitiveness

of that business;

all or substantially all licences, permits, consents and authorisations issued
'by any governmental or regulatory organisation for the benefit or purpose of

that business;

all or substantially all contracts, leases, commitments and customer orders of -
or associated with that business; '

all customer, credit and other records of tha‘t.busine'ss; and

the personnel of that business.

13
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FOR AND ON BEHALF OF GLOBAL RADIO UK LIMITED

......... Signature
...... e erevseteatere e rrereeeeieeerrens Name
e s ' TIIE  oeeeeeeieeeceee e e
............................................ Date
Director Direptor/Company Secretary

- 14

Signaturé

. Name

. ~ Title

MOD300009562



For Distribution to CPs

Enterprise Act 2002 Undertakings

~ ACQUISITION OF INSYS GROUP LIMITED BY LOCKHEED MARTIN UK HOLDINGS

LIMITED

UNDERTAKINGS GIVEN TO THE SECRETARY OF STATE FOR TRADE AND INDUSTRY

BY

LOCKHEED MARTIN UK HOLDINGS LIMITED, INCORPORATED IN ENGLAND AND

WALES WHOSE REGISTERED OFFICE IS AT 59 LAFONE STREET, LONDON SE1 2LX

{No. 3184898) (“LMUK"); AND

LOCKHEED MARTIN CORPORATION, A COMPANY INCORPORATED UNDER THE LAWS
OF THE STATE OF MARYLAND, USA, WHOSE HEADQUARTERS ARE SITUATED AT

6801 ROCKLEDGE DRIVE, BETHESDA, MARYLAND, USA (“LOCKHEED MARTIN

CGORPORATION")

WHEREAS:

(A)

(B)

(C)

(D)

(E)

On 16 August 2005 LMUK announced its proposal to acquire by way of share purchase
Insys Group Limited, incorporated in England and Wales, whose registered office is at
Reddings Wood, Ampthill, Bedford, Bedfordshire MK45 2HD (No. 4141148} (“Insys”)
(the "Transaction”); C ,

On 17 August 2005 the Secretary of State issued a special intervention notice to the
OFT pursuant to section 59(2) of the Act;

On 19 September 2005 the OFT reported to the Secretary of State in accordance with

.section 61({2) of the Act, which was within the period specified by the Secretary of

State, summarising representations received by it relating to the national security public

interest consideration specified in the special intervention notice;

The Secretary of State has the power to refer t'he_Tr_ansaction to the Competition
Commission under section 62(3) of the Act or may, instead of making such a reference,
accept undertakings in lieu under paragraph 3(2) of Schedule 7 of the Act;

The Secretary of State considers the undertakings given below by LMUK and Lockheed
Martin Corporation are appropriate to remedy, mitigate or prevent any of the effects
adverse to the public interest within the meaning of section 58(1} of the Act, which may

be expected to result from the creation of the special merger situation and the Secretary
of State shall in consequence not make a reference to the Competition Commission.

LMUK and Lockheed Martln Corporatlon therefore give to the Secretary of State the following
undertakings for the purpose of remedying, mitigating or preventing any of the effects adverse
- ~—-—t0-the public-interest-within-the-meaning-of-section-58(1} of the-‘Act;-which-may-be-expected to
result from the creation of this special merger situation.

Page 10f5
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INTERPRETATION

In these undertakings:-

1.

1

.10
11
12

.13

1.14
15

A6
A7

18

where reference is made to any company then in the event of any merger, joint venture
or acqursltron or internal re-organisation or sale either private or to the public, such

reference shall be interpreted as applying to the equivalent or successor organisation in
the new structure;

except where the context does not allow, the srngular shaII include the plural and the
plural shall include the srngular :

reference to a clause shall be a reference to a clause within these undertakings;

“Act” means the Enterprise Act 2002;

"Classified” means protectively marked in- accordance with the system of protectlve
marking defined in the Govérnment Manual of Protective Securrty,

“Effective Date” means the date on. which these undertakrngs are accepted by the
Secretary of State, except where the Transaction is not completed, in which case these
undertakings shall not take effect until the date of such completion;

“Insys” means insys Group Limited, a cornpany incorporated in England and Wales whose '

registered office is at Reddings Wood, Ampthlll Bedford, Bedfordshire- MK45 2HD (No.
4141148); ‘

“LMUK” means Lockheed Martin UK Holdings Limited, a company incorporated in England
and Wales whose registered office is at 59 Lafone Street, London SE1 2LX (No.
3184898} and for the avoidance of doubt shall not include Lockheed Martin Corporation;

“Lockheed Martin Corporatlon ‘means Lockheed Martin Corporation, a company
incorporated under the laws of the State of Maryland USA and whose headquarters are
situated at 6801 Rockledge Drive, Bethesda, Maryland, USA '

“Military Programmes” means any defence-related programmes in relation to which any of
the UK Companies enters into or has entered into contracts with the Ministry of Defence;

"Minfstry of Defence” means the United Kingdom Secretary of State for Defence;
“OFT” means the Office of Fair Trading;
“Prime Contractor” means a UK Cornp'any which is a supplier to the Ministry of Defence

under Military Programmes, under a contract between the UK Company in question and
the Ministry of Defence; :

*Secretary of State” rneans the Secretary of State for Trade and Industry,

"Security Undertakmgs" means the undertakmgs made in clause 2;

“Subcontractor” means a UK Company which is a contractor wrth a thlrd party in
connection with Military Programmes;

“Subsidiary” has the meaning ascrrbed to it in sections 738 and 736A of the Companies
Act 1985 as amended;-

“UK Companies” means Insys and those Subsidiaries of Insys that are incorporated in

Page2of 5
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England and Wales at the Effective Date and any successor UK company resulting from

any internal reorganisation of LMUK in accordance with the terms of the Security
Undertakings; :

“UK Military Capability”. means the capability ir'nmediately' prior to the Effective Date
within the UK Companies to carry out Military Programmes and to perform any contracts
or subcontracts (including those entered into on and after the Effective Date) relating to

. Mihtary Programmes;

“UK National Security Regulations” means the regulations in relation to Classified material

set out in the :Government'Manuai of Protective Security as amended or supplemented
from time to time; :
.7 ’

“UK Protected Material” means information, software, hardware and equipment classified
“Confidential” or above or to which access is otherwise similarly restrlcted in the
interests of UK national security; and :

“Us ITAR" means United States interhational Traffic in Arms Regulations.

SECURITY UNDERTAKINGS

LMUK underta kes that:

Maintenance of strategic capabilities

2.1

2.2

2.3

2.4

2.5

It will procure that for so long as any of the UK Companies is a Prime Contractor or a
Subcontractor on Military Programmes, except in so far as the Ministry of Defence has
separately agreed otherwise in writing, a sufficient number of the directors of such a UK
Company shall be UK security cleared British Cltizens to enable security sensitive issues
to be resolved at board level should the need arise.

It will procure that for so long as any of the UK COmpanies is a Prime Contractor or a
Subcontractor on Military Programmes, those Military Programmes shall continue to be
directly controlled, except insofar as the Ministry of Defence has separately agreed
-otherW|se in writing, by a company or companies mcorporated within the UK.

It will provide to the Ministry of Defence a copy of the Memorandum and Articles of
Assomauon of each of the UK Companles within one month of the completion of the
Transaction :

It will inform the Ministry of Defence in writing and thereafter consuit with the Ministry of
Defence at least 3 months prior to (i) removal of any significant part of the UK Military
Capability to any location outside of the United Kingdom:; or (ii) disposal of any significant
part of the UK Military Capability to any entity not directly or indirectly controlled by
LMUK; or (iii) the voluntary winding-up or dissolution of LMUK; or (iv) reducing in any
significant way the UK Military Capability with respect to funded Military Programmes.

-Protection -and—-Eproitation of ,~Tech~no_|ogy"and-"Informatiqn-* e

Except in so far as the Ministry. of Defence has separately agreed otherwise in Writing, all
matters relating to Military Programmes and security within the UK Companies shall be

‘maintained in line with UK National Security Regulations, including the security of work

areas subject to special physical ring-fencing and in particular:

(i) the operational management of the Military Programmes by the UK Companies
shall be by personnel with the appropriate UK security clearances, with security
procedures meeting UK National Security Regulations and any other such

Page 3 of 5
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requirements as deemed necessary from trme to time by the Ministry of Defence

{ii) only personnel with appropriate security clearance shall have access to UK
Protected Material;

(i)  no transfer or disclosure by whatever means of UK Protected Material, and no
other Classified information- which is owned by a third party or country, shall be
made outside of LMUK, or to locations outside the United Kingdom wrthout the
prior written approval of the Ministry of Defence,

{iv} the originals of all information and material generated by the UK Companies
pertaining to Military Programmes shall remain.in the United Kingdom; and

(v)  prior to incorporating any information, material or technology which is subject to
US ITAR into any Military Programme for which any of the UK Companies is under
contract with the Ministry of Defence on the Effective Date, LMUK shall obtain
written approval from the Ministry of Defence. : .

2.6 It will ensure that the UK Companies are aware of, and bound by, obligations between
the Ministry of Defence and any of the UK Companies regarding confidentiality of
information, and rights in and limitations on use of intellectual property. It will also
ensure that the UK Companies shall continue to respect any commercial exploitation levy

obligations between the Ministry of Defence and any of the UK Companies in effect at
the Effective Date.’ :

Compliance

2.7 It will provide the Ministry of Defence with such information as it may. from time to time
reasonably require to ascertain that LMUK is fuifilling the Security Undertakings. [f LMUK
is unable to comply with any of the Security Undertakings, or becomes aware of any non-
compliance, it will provide full reasons for the |nabrl|ty to comply or the non- compliance
within one month of becomrng aware thereof.

2.8 As well as appointing a secutity offrcer respcnsible for facilitating and overseeing the

- compliance with UK National Security Regulations and the Security Undertakings at the
premises of the UK Companies (as required by UK National Security Regulations), LMUK
will, as soon as reasonably practicable after the Effective Date and following consultation
with the Ministry of Defence, appoint a compliance officer who shall be responsible for
providing to the Ministry of Defence: . :

{i} an annual report within three months of the end of the financial year of Insys, as -
well as any other such information as the Ministry of Defence may from time to
time require, to verify compliance with the Security Undertakings, including any
measures taken or proposed by the UK Companies so as to ensure compliance
with the Security Undertakings and to prevent any breach of them; and

ii) full particulars of any farlure to comply with the Securlty Undertakrngs immediately
‘ upon such fallure becomrng apparent

2.9  For the purpose of checkrng compliance wrth the Secunty Undertaklngs, representatives
of the Ministry of Defence shall be entitled to enter and inspect any premises used by the
UK Companies which are in any way connected with Military Programmes and inspect
any document or thing in any such premises which is concerned with such Military
Programmes. Such representatives shall be entitled to all such information as they may

" reasonably require. '

Provision of Information

Page 40of5

MOD300009566



For Distribution to CPs

/ 2.10 It will co-operate with the OFT and provide it with such information as it may reasonably

requ1re for the purpose of any of its functions under sectlon 92 of the Act in relation to
these Security Undertakings.

" Directions from the OFT

2.1 LMUK and the UK Companles will comply with such written directions as the OFT may

: from time to time give to take such steps within thexr competence as may be specified or-
described in the directions for the purpose of carrying out or securing compliance with
these Security :Undertakings. LMUK and the UK Companies will do or refrain from doing
anything so specified or described.in such written directions which they might be required
by these Security Undertakings to refrain from doing or to do. LMUK will procure that the

UK Companies comply with these Security Undertakings as if the UK Companles
themselves had given them.

'3 UNDERTAKING BY LOCKHEED MARTIN CORPORATION

3.1 . Lockheed Martin Corporation undertakes that it will take or refrain from taking such

/. action as is reasonably necessary, in order to enable LMUK to comply with the Security
» Undertaklngs

4 GOVERNING LAW

4.1  These Undertakings shall be governed by and construed in accordance with the laws of
England and the courts of England shall have exclusive jurisdiction to resolve, and the
laws of England shall govern, any actions, proceedings, controversy or claim of whatever
nature arising out of or relating to these Undertakings or breach thereof, except that other
jurisdictions may apply solely for the purpose of giving effect to this Clause and for the
enforcement of any judgement, order or award given under English jurisdiction.

" Signed

. For and on behalf of Lockheed Martin UK Holdings Limited

Signed

For and on behalf of Lockhé_éd Martin Corporation
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rrom: - Adam Smith \
Sent: - . 27 April 2012 09:56
To: ' -~ OLDFIELD PAUL o
"Subject: : Fwd: letter to MPs and peers

Begin forwarded message:

From: "Michel, Frederic" <fmichel |

Date: 14 March 2011 19:51:04 GMT

To: Adam Smith |
_ Subject: FW: letter to MPs and peers

Guardian.co.uk: News Corp/B8SkyB merger: letter to MPs and
. peers

Alliance against News Corp's Sky deal ask members of parliament
* and House of Lords to lobby Jeremy hunt ‘

Monday 14 March 2011 13.57 GMT

| am writing on behalf of the alliance of media organisations — BT,

X Guardian Media Group, Associated Newspapers Ltd, Trinity Mirror .
, ) o Ple, Northcliffe Media and Telegraph Media Group ~ that has
‘ A : opposed the above merger. ' 4 ‘

Members of both Houses will be aware of OFCOM's initial advice to
the Culture Secretary that the merger would give rise to serious
media plurality concerns and should be referred to the Competition
Commission; and the fact that the Culture Secretary was initially
minded to-accept this advice.

" As we now know, the Culture Secretary went on to revise this
position. He announced on Thursday 3 March that he was minded to
accept undertakings from News Corporation and clear the way for
the takeover, subject to a consultation period ending Monday 21
March. s
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This letter sets out why the alliance believes the proposed
undertakings will be ineffective and will not achieve their stated aim
of protecting plurality in news media. | set out below the main

~ arguments that lead us to believe the undertakings should not be

accepted and support our view that that this matter should still be
referred to the Competition Commission. |'hope that you find the

arguments persuasive, and may ﬁnd time to write to the Secretary of
State.

Our reasons for oppbsing clearance of the proposed remedy withouit
a full Competltlon Commission.investigation can be summarised as
follows:

1 Newco, the new publicly listed spin off company which will run Sky
News, will be in a state of economic dependency vis-a-vis News
Corporation. Newco and Sky News will rely on News Corporation for -
85% of its revenues and for its access to the market viathe all- -~ . 4
powerful digital satellite BSkyB platform. Newco will be tied into the
royalty-bearing brand licensing agreement with News Corporation for

_the Sky News and other associated brands. This will provide a ready
" means for News Corporation to turn the financial screw on Newco if

it so-wishes to exert influence.

2 The safeguards for editorial independence are weak and of the

sort that News Corporation has previously being adept at
undermining. The main board of Newco will still have News
Corporation 'placemen’ on it, able to exert significant influence over
Sky News. Only one of the independent directors of Newco will be
required to have editorial or senior journalistic experience. The
definition of independence in the undertakings is weak. The remedy
relies on an unspecified 'principle of editorial mdependence The
safeguards for editorial staff are too legalistic and written in

employment law terms. They require editorial staff to put themselves

into dispute with their employer in defence of editorial independence,
which is likely to be regarded by staff as an extreme and risky step.
The proposal for a'Sub Committee of the main board of Newco to.
oversee this is a remedy precisely of the sort that has previously
been undermined by News Corporation. On this issue we agree with

_the views of James Murdoch, current chairman of BSkyB: -

"[W]e must h_avé genuine independence in the news media. Genuine
independence is a rare thing. No amount of governance in the form
of committees, regulators, trusts or advisory boards is truly sufficient

-as-a-guarantor-of independence-On-the-contrary;-independence is— - -~ -~ -~ ==

characterised by the absence of supervision and dependency." [1] k

3 Neither OFCOM nor the OFT regard this remedy as a sustainable
solution. The OFT, in its advice to the Culture Secretary, warns that
the proposed remedy is “unlikely to be effective" beyond the short to -
medium term (ie beyond ten years.or potentially éven less). OFCOM,
in its advice to the Culture Secretary, specifically states that the
remedy is "not a permanent solution”. OFCOM also recognises that
the market will change a lot in the next ten years and agrees that ten

2
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years is, in that context, therefore "Io.ng term". But this does not
amount to advice as to the appropriate duration of the remedy.

4 The proposed consultation is insufficient. The OF T advises that the
Culture Secretary should 'test further the viability and robustness' of
the commitments from News Corporation during the consultation

-process. The undertakings will in fact be composed of a series of

detailed draft contracts between News Corporation and Newco. We

. do not regard it as practically possible to prepare, review and

anticipate the complex effects of such contracts in a two week
consultation period. In"any event, some of the key elements of the
arrangements have not been made public.

5 The remedy puts too much power in the hands of the Culture
Secretary, rather than independent regulators. There are at least -
seven different ways in. which the Culture Secretary can be required
to approve or agree to behaviours governed by the undertakings,

" which make them incredibly susceptible to more or less implicit

political interference in future. In any event, all.the undertakings to

_protect independence would be extinguished should News

Corporation acquire over 50% of Newco. This would require the -
consent of and consultation by the Culture Secretary. However, it is

- well known that Sky News is loss-making. Were it to fall into

economic distress, a bid by News Corporation to increase its stake in
Newco to 'save Sky News and protect plurality' can readily be
envisaged. '

* 6 The law to protect plurality has failed and needs urgent

strengthening. In its advice to the Culture Secretary, OFCOM says
that the current laws protecting plurality do not work well. OFCOM
urges a wider review with a view to creating a system that does not
require a transaction to take place for issues of plurality.to be
examined by the regulator. We agree with this. The need for such a
review is intensified by the increase in market power that will be
exerted by the merged News Corporation/BSkyB entity. It will be in a
position to restrict or distort competition through cross-promotion,
bundling, banning rivals' advertisements and distorting the
advertising market with cross-platform deals. These are issues of
massive importance to the industry, especially at a time of real
commercial pressure, but which the Secretary of State was able to
ignore completely in his consideration of this takeover. We need a
regulatory regime able to factor in these issues and their likely effect

on pluralism.

In summary.

We regard the proposed undertakings as being fraught with
uncertainty and unlikely to safeguard plurality. We do not believe
that, given these concerns, and those of many others in civil society,
the Culture Secretary should accept these undertakings, but should
forward the matter to the Competition Commission for a full
investigation.
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N Please do get in touch if any further information on this issue is
’ required to assist you in your Parliamentary duties.

"Please consider the environment before printing this e-mail"

The Newspaper Marketing Agency: Opening Up Newspapers:

www.nmauk.co.uk

This e-mail and any attachments are confidential, may be legally privileged and are the
~ property of News International Limited (which is the holding company for the News
International group, is registered in England under number 81701 and whose registered-
i ‘ office is 3 Thomas More Square, London E98 1XY, VAT number GB 243 8054 69), on
whose systems-they were generated. If you have received this e- mail in error, please notify
the sender immediately and do not use, distribute, store or copy it in any way. Statements or
opinions in this e-mail or any attachment are those of the author and are not necessarily
agreed or authorised by News International Limited or any member of its group. News
International Limited may monitor outgoing or incoming emails as permitted by law. Tt
accepts no liability for viruses introduced by this e-mail or attachments.

‘This message and its attachments may contain legally privileged or confidential information.
It is intended solely for the named addressee. If you are not the addressee indicated in this
message (or responsible for delivery of the message to the addressee), you may not copy or
deliver this message or its attachments to anyone. Rather, you should permanently delete this

- message and its attachments and kindly notify the sender by reply e -mail. Any content of this
message and its attachments that does not relate to the official business of News America
Incorporated or its subsidiaries must be taken not to have been sent or endorsed by any of
them. No representation is made that this email or its attachments are without defect.

Qus email was received from the INTERNET and scanned by the Government Secure Intranet anti-virus
. service supplied by Cable& Wireless Worldw1de in partnership with MessageLabs. (CCTM Cert1ﬁcate

* Number 2009/09/0052.) In case of problems, please call your organisation’s IT Helpdesk.

Communications via the (_381 may be automatically logged, monitored and/or recorded for legal purposes.
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cfom: Adam Smith "“ - |
Sent: ' - 27 April 2012 09:56 ' '
To: . ~ OLDFIELD PAUL
Subject: " Fwd: CONFIDENTIAL _ RUBUTTAL SLAUGHTER AND MAY DOCUMENT
- Attachments: . CO-#13715780-v3- Outhne rebut‘cal _to Slaughter & May_document DOC;

ATTOOOOl htm

Begin forwarded message:

| From: "Michel, Frederic" <fmicher
Date: 24 March 2011 08:48:49 GMT

‘ ' Subject: CONFIDENTIAL _ RUBUTTAL SLAUGHTER AND MAY DOCUMENT

Here it is. Hope it's helpful for this afternoon’s mAeeting.'Tried to be as comprehensive as possible.
* Fred : ' '

"Please consider the environment before printing this e-mail""

The Newspaper Marketing Agency: Opénihg Up Newépapers:

www.nmauk.co.uk

Thls e- ma.ﬂ and any attachments are confidential, may be legally pr1v11€ged and are the
property of News International Limited (which is the holding company for the News
International group, is registered in England under number 81701 and whose registered
. office is 3 Thomas More Square, London E98 1XY, VAT number GB 243 8054 69), on'.
‘ whose systems they were generated. If you have received this e-mail in error, please notify
: - the sender immediately and do not use, distribute, store or copy it in any way. Statements or
opinions in this e-mail or any attachment are those of the author and are not necessarily
agreed or authorised by News International Limited or any member of its group. News
International Limited may monitor outgoing or incoming emails as permitted by law. It

accepts no liability for viruses introduced by this e-mail or attachments.

This message and its attachments may contain legally privileged or confideritial information.

oIt is intended solely. for the named addressee. If you are.not the addressee indicatedin this ...

message (or responsible for delivery of the message to the addressee), you may not copy or
deliver this message or its attachments to anyone. Rather, you should permanently delete this
message and its attachments and kindly notify the sender by reply e-mail. Any content of this
messag'e and its attachments that does not relate to the official business of News America
Incorporated or its subsidiaries must be taken not to have been sent or endorsed by any of
them. No representation is made that this email or its attachments are without defect.
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Adam Smith| ]

Sent: 27 April 2012 09:56
To: OLDFIELD PAUL
. Subject: Fwd: RESTRICTED: Newscorp / BSkyB - OFT/OFCOM Questlons re draft carriage
agreemtn and brand ficensing agreement
Attachments:

March 2011.pdf; ATT0000L..htm

Begin forwarded message:

x’.
;

From: "Michel, Frederic" <fmichel ‘
Date: 30 March 2011 09:59:05 GMT+01:00 .
To: Adam Smith | |

News - Sky .- OFT OFCOM Questions of 29 March 2011 on draft contracts of 21

Subject: Fwd: RESTRICTED: Newscorp / BSkyB - OFT/OFCO\/I Questlons re draft

carriage agreemtn and brand licensing adreement

Please find attached an initial and non- exhaustive list of questions
(prepared jointly by OFT and Ofcom) in relation to the draft carriage
agreement and brand licensing agreement submitted by News

Corporation tg »f the Department for Culture Media and

Sport on 21 March 2011.

These questrons are deS|gned to assist the OFT and Ofcom in

preparing their advice to the Secretary of State under sections 93 and ~

- 93A Enterprise Act 2002 respectively.

We request a response to these questions lf possrble by 5pm on 31

March 2011, or in any event by 5pm on 1 April 2011. It may be useful

to have a conference call later this week / early next week once we

have had an opportunity to review your response to these questions. -

Kind regards

Sheldon

All communications sent to or from the OFT are subject to recording and/or monitoring in accordance with
relevant legislation. This email and any files transmitted with it are confidential and intended solely for the

use of the individual or entity to whom they are addressed. If you are not an intended recipient, please
- notify administrator@oft.gsi.gov.uk immediately.

‘The Office of Fair Trading
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‘Fleetbank House 2-6 Sallsbury Square London EC4Y 8JX Switchboard (020) 7211 8000 Web Site:
http [Iwaww oft gov.uk

This footnote also confirms that this email message has been swept for the presence of computer viruses.

The or1gma1 of this email was scanned for viruses by the Government Secure
Intranet virus scanning service supplied by Cable& Wireless Worldwide in
‘partnership with MessageLabs. (CCTM Certificate Number 2009/09/0052.)
On leaving the GSi this email was certified virus free.

- Communications via the GSi may be autornaucally logged, momtored and/or
recorded for legal purposes. :

"Please consider the environment before printing this e-mail"

The Newspaper Marketmo Aoency Openmo Up Newspapers

WWW, nmauk co.uk .

This e-mail and any attachments are confidential, may be legally privileged
and are the property of News International Limited (which is the holding
company for the News International group, is registered in England under
number 81701 and whose registered office is 3 Thomas More Square, London
E98 1XY, VAT number GB 243 8054 69), on whose systems they were
generated. If you have received this e-mail in error, please notify the sender
immediately and do not use, distribute, store or copy it in any way. Statements
. or opinions in this e-mail or any attachment are those of the author and are not
necessarily agreed or authorised by News International Limited or any
member of its group. News International Limited may monitor outoomg or-
incoming emails as permitted by law. It accepts no liability for viruses
‘ -mtroduced by this e-mail or attachments. :

This message and its attachments may contain legally pnv1leged or confidential 1nformat1on
It is intended solely for the named addressee. If you are not the addressee indicated in this
meéssage (or respon51ble for delivery of the message to the addressee), you may not copy or
deliver this message or its attachments to anyone. Rather, you should permanently delete this
message and its attachments and kindly notify the sender by reply e-mail. Any content of this

- message and its attachments that does not relate to the official business of News America

Incorporated or its subsidiaries must be taken not to have been sent or endorsed by any of

them. No representation 1s made that this email or its attachments are without defect
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RESTRICTED - CONFIDENTIAL

PROPOSED ACQUISITION BY NEWS CORP OF BSKYB

OFT / OFCOM JOINT QUESTIONS TO NEWS
RE DRAFT CARRIAGE AGREEMENT AND BRAND LICENSING AGREEMENT
OF 21 MARCH 2011
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Arom: - Adam Smxth r

Sent: 27 April 2012 09:57

To: OLDFIELD PAUL

Subject: Fwd: News' response to OFT/Ofcom questions of 29 March 2011

‘ (0012561-0000367)

Attachments: . CO-#13754766-v9-News_response_to_OFT_Ofcom_questions_of_29_March_

2011. pdf; ATTO0001..ntm; CO-#13775220-v1-Annex_2_of Response_to_OFT_ Ofcom_
29_Ma.rch_questlons XLS; ATT00002.htm

Begin forwarded message:

From: "Michel, Frederic" <fmichely j
Daje: 4 April 2011 12:45:50 GMT+01:00

To
Subject: FW: News' response to OFT/Ofcom questions of 29 March 2011 (0012361-
0000367)

""Please consnder the envxronment before prmtmo this e-mail"

The Newspaper Marketmg Agency ‘Opening Up Newspapers

www nmauk.co.uk

" This e-mail and any attachments are conﬁdcnt1a1 may be lcgally privileged and are the

property of News International Limited (which is the holding company for the News
International group, is registéered in England under riumber 81701 and whose registered
office is 3 Thomas More Square, London E98 1XY, VAT number GB 243 8054 69), on
whose systems they were generated. If you haveé received this e-mail in error, please notify
the sender immediately and do not use, distribute, store or copy it in any way. Statements or
apinions in this e-mail or any attachment are those of the author and are not necessarily
agreed or authorised by News International Limited or any member of its group. News
International Limited may monitor outgoing or incoming emails as permitted by law. It
accepts no 11ab111ty for viruses mtroduccd by thls e-mail or attachments.

This message and its attachments may contain le gally pnv1leged or conﬁdcntlal 1nforrnat10n
It is intended solely for the named addressee. If you are not the addressee indicated in this.
message (or responsible for delivery of the message to the addressee), you may not copy or

~ deliver this message or its attachments to anyone. Rather, you should permanently delete this
“message and its attachments and kindly notify the sender by reply e-mail. Any content of this

message and its attachments that does not relate to the official business of News America
Incorporated or its subsidiaries must be taken not to have been sent or endorsed by any of
them. No representation is made that this email or its attachments are without defect.
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CONFIISENTIAL ~ CONTAINS BUSINESS SECRETS

PROPOSED ACQUISITION BY NEWS CORPORATION OF UP TO 60.9 PER CENT OF
- BRITISH SKY BROADCASTING GROUP PLC

Responsé‘ to OFT/Ofcom questions of 29 March 2011
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" Nom: Adam Smith | | |

Sent: ' 27 April 2012 09:57
To: . OLDFIELD PAUL
Subject: - Fwd: News/Sky - Private and Confidential (0012561-0000367)
Attachments: - CO-#13827692-v2-Ltr_to_DCMS_re_Draft_UIL.pdf ~_ . ek
' peald o L
A,L

Begin forwarded méésage:

From: "Michel, Frederic" <fmicheF J
Date: 6 April 2011 15:28:09 GMT+01:00
To: Adam Smith | |
(.—‘\) "~ Subject: Fwd; News/Sky Private and Confidential (0012:61 0000367)

" FYI

From:{ j
Sent: 06 April 2011 11:23 ' . :
To: ‘ ' ‘

Cc:

| J

Subject: News/Sky - Private and Confidential (0012561-0000367)

Please find attached a letter from Anton.io‘

<<CO+#13827692-v2-Ltr_to_DCMS_re_Draft_UIL.pdf>>

. ' - : A :
‘ : Kind Regards - o ' : )

Allen & Overy LLP

www.allenovery.com/antitrust

One Bishops Square
London
E1 6AD

_Tel: +44(0) 20 3088 0000
e

Fax: + 44(0) 20 3088-0088
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This email is confidential and may also be privileged. If you are not the intended recipient-
please delete it and notify us immediately by telephoning or e-mailing the sender. You should
not copy it or use it for any purpose nor disclose its contents to any other person. .

Allen & Overy LLP is a limited liability partnershlp registered in England and Wales with
registered number OC306763. The term partner is used to refer to a member of Allen &
Overy LLP or an employee or consultant with equivalent standing and qualifications. A list of
the members of Allen & Overy LLP and of the non-members who are designated as partners
is open to inspection at its registered office, One Bishops Square London E1 6AD.

For further information about how Allen & Overy LLP is regulated, including with regard to
insurance mediation and other financial services, please see our website at
www.allenovery.com/aoweb/legal

- "Please consider the environment before printing this e-mail"

The Newspaper Marketing Agency: Opening Up Newspapers:

www.nmauk.co.uk

This e-mail and any attachments are confidential, may be legally privileged
and are the property of News International Limited (which is the holding
company for the News International group, is registered in England under
number 81701 and whose registered office is 3 Thomas More Square, London
"E98 1XY, VAT number GB 243 8054 69), on whose systems they were
generated. If you have received this e-mail in error, please notify the sender
immediately and do not use, distribute, store or copy it in any way.-Statements
or opinjons in this e-mail or any attachment are those of the author and are not:
necessarily ‘agreed or authorised by News International Limited or any
member of its group. News International Limited may monitor outgoing or
incoming emails as permitted by law. It accepts no liability for viruses
introduced by this e-mail or attachments.

EE;

ThlS message and its attachments may contain legally pr1v11eged or confidential mformanon E
It is intended solely for the named addressee. If you are not the addressee indicated in this
message (or responsible for delivery of the message to the addressee) you may not copy or

-deliver this message or its attachments to anyone. Rather, you should permanently delete this

message and its attachments and kindly notify the sender by reply e-mail. Any content of this
message and its attachments that does not rélate to the official business of News America
Incorporated or its subsidiaries must be taken not to have been sent or endorsed by any of
them. No representation is made that this email or its attachments are without defect.
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™

om: : » Adam Smith [
Sent: 27 April 2012 09:58
To: OLDFIELD PAUL '
Subject: ' Fwd: RESTRICTED: Newscorp / BSkyB - OFT/OFCOM Further questlons re draft
carriage agreement and brand licensing agreement (0012561-0000367)
Attachments: ' CO-#13897938-v6-News_Response_to_OFT_Ofcom_RFI_8_April_2011.pdf;

ATT00001..htm; CO-#13912615-v1-Annex_1
_to_News_responsé_to_the_OFT_Ofcom_questions_of.S_ApnI 2011 .pdf;
© ATT00002.htm :

Begin' forwarded message:

{' ‘ -~ From: "Michel, Frederic" <fmichel J
Date: 13 April2011 15:09:56 GMT+01:00 _
~ To: Adam Smith| |
Subject: Fwd: RESTRICTED: Newscorp / BSkyB - OFT/OFCOVI Further questions re
draft carriage agreement and brand licensing agreement (0012561-0000367) ’

As promised

Frederic Michel
Director, Public Affairs, Europe
News Corporatmn

’Telz
Mob

From:

o

" Sent: Tue Apr 12 18:56:27 2011 :
“Subject: RE: RESTRICTED: Newscorp / BSkyB OFT/OFCOM Further

- questions re draft carriage agreement and brand licensing agreement
(0012561-0000367)

Sheldon,

‘With apologies for the delay, please find dttached News' response to your
. ) _
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' questions of 8 April (including at Annex 1 a revised Newco Business Plan).

Kind regards

From: Pn
Behalf Of Sheldon Mills )

Sent: 08 April 2011 16:42

To:
Cec:

Subject: RESTRICTED: Newscorp / BSkyB - OFT/OFCOM Further
questions re draft carriage agreement and brand licensing agreement

Dear

Following News Corporation's response of 4 April 2011 to the OFT and
Ofcom’s questions of 23 March, please find attached a further list of questions
(prepared jointly by OFT-and Ofcom) in relation to the draft carriage '
agreement and brand licensing agreement submitted by News Corporation to

| bf the Department for Culture; Media and Sport on 21 March.
‘2011 and the revised business plan dated 4 April 2011.

These questibns ai'e désigned to assist the OFT and Ofcdm in preparing their
advice to the Secretary of State under sections 93 and 93A Enterprise Act
2002 respectively.

We request a response to these questions by 5Spm on Tuesday 12 April 2011 It
may be useful to have a call or meeting later next week once we have had an
opportumty to review your response to these questions.

Kind regards

Sheldon

**************************************************************
ok ok e ok o ok

All communications sent to or from the OFT are subject to recording and/or
monitoring in accordance with relevant legislation. This email and any files
transmitted with it are confidential and intended solely for the use of the
individual or entity to whom they are addressed. If you are not an intended
recipient, please notify administrator@oft.gsi.gov. uk immediately.

The Office of Fair Trading
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- Fleetbank House, 2-6 Salisbury Square, London EC4Y 8JX Switchboard

(020) 7211 8000 Web Site: http://www.oft.gov.uk

-This footnote also conﬁrms that this ema11 message has been swept for the

presence of computer viruses.

R

**************************************************************
ok ok ook ok ok ok ok ok ok ok ok

The original of this email was scanned for viruses by the Government Secure
Intranet virus scanning service supplied by Cable&Wireless Worldwide in -
partnership with Messagelabs. (CCTM Certificate Number 2009/09/0052. )
On leaving the GSi this email was certified virus free.

Communications via the GSi may be automatically logged, monitored and/or -
recorded for legal purposes. :

~ This email is confidential and may also be privileged. If you are not the

intended recipient please delete it and notify us immediately by telephoning or

- e-mailing the sender. You should not copy it.or use it for any purpose nor

disclose its contents to any other person. '
Allen & Overy LLP is a limited liability partnership registered in England and
Wales with registered number OC306763. The term partner is used to refer to
amember of Allen & Overy LLP or an employee or consultant with
equivalent standing and qualifications. A list of the members of Allen &
Overy LLP and of the non-members who are designated as partners is open to
inspection at its registered office, One Bishops Square London E1 6AD.

* For further information about how Allen & Overy LLP is regulated, including

with regard to insurance mediation and other ﬁnanc1a1 services, please see our
website at

www.allenovery.com/aoweb/legal<http://www.allenovery. com/aoweb/legal>
<http://www. allenoverv com/regulatory>

This message and 1ts attachments may contain legally privileged or

confidential information. It is intended solely for the named addressee. If you

are not the addressee indicated in this message (or responsible for delivery of
the message to the addressee), you may not copy or deliver this message or its

- attachments-te-anyone-Rather;you-should-permanently-delete-this message - - -

and its attachments and kindly notify the sender by reply e-mail. Any content

- of this message and its attachments that does not relate to the official business
~of News America Incorporated or its subsidiaries must be taken not to have

been sent or endorsed by any of them. No representation is made that this
email or its attachments are without defect. :

"Please consider the environment before printing this e-mail"
The Newspaper Marketing Agency: Opening Up Newspapers:
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This e-mail and any attachments are confidential, may be legally privileged
and are the property of News International Limited (which is the holding
company for the News International group, is registered in England under
number 81701 and whose registered office is 3 Thomas More Square, London
E98 1XY, VAT number GB 243 8054 69), on whose systems they were
generated. If you have received this e-mail in error, please notify the sender
immediately and do not use, distribute, store or copy it in any way. Statements
~ or opinions in this e-mail or any attachment are those of the author and are not
* necessarily agreed or authorised by News International Limited or any
member of its group. News International Limited may monitor outgoing or
incoming emails as permitted by law. It accepts no liability for viruses
introduced by this e-mail or attachments. '

This méséage and its attachments may __contaih legally privileged or confidential information.
It is intended solely for the named addressee. If you are not the addressee indicated in this
message (or responsible for delivery of the message to the addressee), you may not copy or -

deliver this message or its attachments to anyone. Rather, you should permanently delete this

message and its attachments and kindly notify the sender by reply e-mail. Any content of this
message and its attachments that does not relate to the official business of News America
Incorporated or its subsidiaries must be taken not to have been sent or endorsed by any of

~ them. No representation is made that this email or its attachments-are without defect.
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/,ﬁ STRICTLY CONFIDENTIAL - CONTAINS BUSINESS SECRETS .
/ .

PROPOSED ACQUISITION BY NEWS CORPORATION OF UP TO 60.9 PER CENT OF BRITISH
SKY BROADCASTING GROUP PLC
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{{/ﬁ.omi

Adam Smith | |
Sent: , 27 April 2012 09:58 '
To: : . OLDFIELD PAUL : ‘ '
Subject: Fwd: RESTRICTED: Newscorp/BSkyB - OFT/Ofcom Additional questlons re the draft

brand licensing and carriage agreements and.responses to the DCMS consultation
‘ ‘ on the UIL (0012561-0000367)
Attachments: ‘ Restricted - PROPOSED ACQUISITION BY NEWS CORP OF BSKYB Questions 19
‘ April 2011.pdf; ATTO0001..htm

Begin forwarded message:

a - From: "Michel, Frederic" <fmichel B
‘ ‘ Date: 20 April 2011 10:44:58 GMT+01:00
To: Adam Smith | | :
Subject: Fwd: RESTRICTED: Newscorp/BSkyB - OFT/Ofcom Additional questlons re
the draft brand licensing and carriage agreements and responses to the DCMS '
consultation on the UIL (0012561- 0000367)

Not good at all...

From: Sheldon Mills\
Sent: 19 Aprit 2011 21:48
To:
Cc:

-

Subject: RESTRICTED: Newscorp/BSkyB - OFT/Ofcom
_ . : Additional questions re the draft brand licensing and carriage
. o agreements and responses to the DCMS consultation on the
' UIL

Dear

Many thanks for your responses to our earlier
questions relating to the draft brand licensing -
agreements and carriage agreements. | attach a
further set of questions which relate to the
_following specific areas:

(1) further questions relating to the brand
licensing and carriage agreements which take
account of your responses dated 1 April and 12
April.

(2) questions which arise from third party
, responses to the consultation launched by DCMS
R on the UIL. As you will appreciate, the responses
to the consultation have been voluminous and
1
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have necessitated detailed review in order to
ensure that we ask appropriate questions which
will serve to enhance the UIL proposal or, in"

respect of which, it is appropriate to seek your

view/comment.

(3) detailed questions relating to the timing and
mechanics of the UIL. | would urge you to ’
respond in full to these questions since we wish to
understand in some detail how, in-practice, you
understand the UIL will operate. We also include

. certain suggestions that we consider (following

both responses to the third party consultation and
further consideration) will lead to improvements to
the UIL and its effective operation.

| anticipate, dependent on your responses, that ~

- this should be the final round of detailed questions
* prior to us providing our advice to the Secretary of

State. | will endeavour to discuss with your team
tomorrow both the timing for responses to these
questions, the background to them and next
steps

In addltlon in the mterests of time, | would suggest
that we schedule a meeting to discuss both your
responses to the questions (including those
attached to this email) and any issues which are
pertinent to our advice to the Secretary of State (or
issues which require resolution following receipt of
your responses to the attached questions) in the
week commencing 2 May. If you are amenable to
this, we can arrange a convenient date ard time.

‘Kind regards,

Sheldon

Sheldon MI"S

Director | Mergers Group | Office of Fair Tradlng |
Fleetbank House | 2-6 Salisbury Square[ London |
EC4Y 8JX |

Direct dial [ \

—Switchboard-+44-(0)20-7244-8000-- -~ - = tvmi - - -- S

All communications sent to or from the OFT are subject to recording and/or
monitoring in accordance with relevant legislation. This email and any files
transmitted with it are confidential and intended solely for the use of the
individual or entity to whom they are addressed. If you are not an intended
recipient, please notify administrator@oft.gsi.gov.uk immediately.
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The Office of Fair Trading

Fleetbank House, 2-6 Salisbury Square, London EC4Y 8JX Sw:tchboard ‘ - ¢
(020) 7211 8000 Web Site: http://www.oft.gov.uk

This footnote also confirms that this email rhessa_ge has been swept for the
presence of computer viruses. . .

The original of this email was scanned for viruses by
the Government Secure Intranet virus scanning service
supplied by Cable& Wireless Worldwide in partnership
with MessageLabs. (CCTM Certificate Number ~
2009/09/0052.) On leaving the GSI this email was
certified virus free.

Communications via the GSi may be automatically
logged, monitored and/or recorded for legal purposes.

This email is confidential and may also be privileged. If you are not the
intended recipient please delete it and notify us immediately by telephoning
or e-mailing the sender. You should not copy it or use it for any purpose nor
disclose its contents to any other person.

- Allen & Overy LLP is a limited liability partnership registered in Enoland

and Wales with registered number OC306763. The term partner is used to
refer to a member of Allen & Overy LLP or an employee or consultant with
equivalent standing and qualifications. A list of the members of Allen &
Overy LLP and of the non-members who are designated as partners is open
to inspection at its reglstered office, One Bishops Square ] London E1 6AD.
For further information about how Allen & Overy LLP is regulated,
including with regard to insurance mediation and other financial services,
please see our website at www.allenovery.com/aoweb/legal

This message and its attachments may contain legally

privileged or confidential information. It is intended solely for
the named addressee. If you are not the addressee indicated in
this message (or responsible for delivery of the message to the

addressee), you may not copy or deliver this message orits =
attachments to anyone. Rather, you should permanently delete

this message and its attachments and kindly notify the sender

by reply €-mail. Any content of this message and its ’

attachments that does not relate to the official business of

" News America Incorporated or its subsidiaries must be taken

not to have been sent or endorsed by any of them. No
representation is made that this ema11 or its attachments are

: w1thout defect.
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"Please consider the environment before printing this-e-
mail" ’

The Newspaper Marketing Agency: Opening Up Newspapers:

www.nmauk.co.uk

This e-mail and any attachments are confidential, may be
legally privileged and are the property of News International .
Limited (which is the holding company for the News
International group, is registered in England under number
81701 and whose registered office is 3 Thomas More Square, .
London E98 1XY, VAT number GB 243 8054 69), on whose
systems they were generated. If you have received this e-mail

in error, pledse notify the sender immediately and do not use,
distribute, stote or copy it in any way. Statements or opinions

in this e-mail or any attachment are those of the author and are
not necessarily agreed or authorised by News International
Limited or any member of its group. News International
Limited may monitor ' outgoing or incoming emails as
permitted by law. It accepts no liability for viruses lntroduced -
‘by this e- mall or attachments.

- This'message and its attachments may contain legally privileged or
confidential information. It is intended solely for the named addressee. If you
are not the addressee indicated in this message (or responsible for delivery of

‘the message to the addressee), you may not copy or deliver this message or its
‘attachments to anyone. Rather, you should permanently delete this message .

~ and its attachments and kindly notify the sender by reply e-mail. Any content
of this message and its attachments that does not relate to the official business
of News America Incorporated or its subsidiaries must be taken not to have
been sent or endorsed by any of them. No representation is made that this -
email or its attachments are without defect. '

This message and its attachments may contain legally privileged or confidential information.

It is intended solely for the named addressee. If you are not the addressee indicated in this

message (or.responsible for delivery of the message to the addressee), you may not copy or -
deliver this message or its attachments to anyone. Rather, you should permanently delete this
message and its attachments and kindly notify the sender by reply e-mail. Any content of this
message and its attachments that does not relate to the official business of News America
Incorporated or its subsidiaries must be taken not to have been sent or endorsed by any of
them. No representation is made that this email or its attachmenis are without defect.
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~ RESTRICTED - CONFIDENTIAL

pR—

PROPOSED ACQUISITION BY NEWS CORP OF BSKYB

OFT / OFCOM QUESTIONS TO NEWS
RE CARRIAGE AGREEMENT BRAND LICENCE AND
ADDITIONAL QUEST!ONS EMERGING FROM THE CONSULTATION RESPONSES

4
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rgom: ' Adam Smith { |
© Sent: 27 April 2012 09:58
To: . : - OLDFIELD PAUL
Subject: Fwd: Confidential - the latest questions and our views

Begin forwarded message:

From: Adam Smith | |

Date: 21 April 2011 18:01:27 GMT+01:00

To: "Michel, Frederic" <fmichelj \ _
Subject: Re: Confidential - the latest questions and our views .

e

I disagree. They have been working on the complicated carriage arrangements and brand

licensing agreement. You need to answer all their questions quickly to allow them to give
jeremy advice. The only delay will be if they have to keep going back to you again if they

don't get satisfactory answers.

Enjoy the weekend and let's catch ufa next week.

On 21 Apr 2011, at 17:53, "Michel, Frederic" <frnic‘r1e14 | wrote:

Adarh,»

¢ Although the public consultation on our draft UIL
closed on 21 March 2011 it took almost a month,
until 19 April 2011 for the OFT/Ofcom to put
e _ questlons to News. More generally, the
‘ : OFT/Ofcom have not been as prompt as we would
“have hoped for in providing feedback on the ‘
~ commercial agreements and in making progress in
relation to the response to the consultation. News
has responded promptly to all questlons put by the
regulators

e The questions contain various points which are not "new"
points raised by the. consultation but are points of which

OFT/Ofcom were very conscious from the outsetandwhich

had been discussed in detail and agreed between News and
the regulators prror to publrcatron of the draft UIL, e.g.

- the possibility for the Secretary of State to approve
~commercial agreements in addition to those already agreed
to require pre-approval,

; - the possibility for the Secretary of State to approve the
R Articles of Association of Newco and
- the point at which approval will be required.

1
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e The possible need for a Monitoring Trustee has also been
raised again even though this wasn't pursued by the OFT in

the previous round and draft UIL were agreed on that basis.

* Our feeling is that some of the OFT/Ofcom point are of
commercial nature and have no link with plurality or fi financial
viability.

K Because they do not feel under timing pressure,
our sense is that the regulators are using the time
to re-open second-order points which were not
sufficiently important for them to.have pursued
when advising the Secretary of State in relation to
the draft UIL in February/March. We do not
believe this to be a reasonable use of the
administrative process.

e News will respond to this last round of questions from the
regulators but will encourage them on this basis to finalise
their advice as we need to bring the process to a close.

Please let me know when we can diseuss. Happy Eastert!!!

Best

"Fred

"Please consider the environment before prinﬁnc this e-mail"

The Newspaper Marketlng Agency Opening Up Newspapers

" www.nmauk.co uk

This e-mail and any attachments are confidential, may be legally privileged
and are the property of News International Limited (which is the holding
company for the News International group, is registered in England under
number 81701 and whose registered office is 3 Thomas More Square, London
E98 1XY, VAT number GB 243 8054 69), on whose systems they were

. generated. If you have received this e-mail in error, please notify the sender

immediately and do not use, distribute, store or copy it in ariy way. Statements
or opinions in this e-mail or any attachment are those of the author and are not
necessarily agreed or authorised by News International Limited or any
member of its group. News International Limited may monitor outgomg or

- incoming emails .as permitted by law. It accepts 1o hablhty for viruses

1ntroduced by thls e-mail or attachments.

This message and its attachments may contain legally pr1v1le ged or

-confidential information. It is 1ntended solely for the named addressee. If you

are not the addressee indicated in this message (or responsible for delivery of
the message to the addressee), you may not copy or deliver this message or its
attachments to anyone. Rather, you should permanently delete this message
and its attachments and kindly notify the sender by reply e-mail. Any content
of this message and its attachments that does not relate to the official business
of News America Incorporated or its subsidiaries must be taken not to have

2
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~rom: - . AdamSmith

Sent: . 27 April 2012 09:59 -
To: ' OLDFIELD PAUL ' :
Subject: : Fwd: 16th June S : ’ ‘

Begin forwarded message:

From: Adam Smith| |
Date: 5 May 2011 17:40:13 GMT+01:00

To: "Michel, Frederic" <fmiche J
Subject: Re: 16th June

' If sue let's us!

On 5 May 201 I, at 17:37, "Michel, Frederic" <fmich‘ej ]wrote:

Book the 16" June in your diary for our News Corp summer party! You and
JH must be there!,

"Please consider the environment before printing this e-mail"

The Newspaper Marketmg Agency Opemno Up Newspapers

WWW, nmauk co. uk

‘ » _ This e-mail and any attachrnents are confidential, may be legally privileged -
and are the property of News International Limited (which is the holding

. company for the News International group, is registered in England under

. number 81701 and whose registered office is 3 Thomas More Square, London
E98 1XY, VAT number GB 243 8054 69), on whose systems they were
generated. If you have received this e-mail in error, please notify the sender
immediately and do not use, distribute, store or copy it in any way. Statements
or opinions in this e-mail or any attachment are those of the author and are not

" Tnecessarily agreed or authorised ~by News International Limitedorany -
member of its' group. News International Limited may monitor outgoing or = - -
incoming emails as permitted by law. It accepts no liability for viruses.
introduced by this e-mail or attachments.

This message and its attachments may contain legally priizileged or
confidential information. It is intended solely for the named addressee. If you
are not the addressee indicated in this message (or responsible for delivery of

) the message to the addressee), you may not copy or deliver this message or its

attachments to anyone. Rather, you should permanently delete this message

1
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and its attachments and kmdly notify the sender by reply e- ma11 Any content
of this message and its attachments that does not relate to the official business

N of News America Incorporated or its subsidiaries must be taken not to have

been sent or endorsed by any of them. No representation is made that this
email or its attachments are without defect.
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QOm: : Adam Smith \

Sent: 27 April 2012 09:59
To: , ~ OLDFIELD PAUL '
Subject: Fwd: Timing - OFT/Ofcom - URGENT

Attachments: - CO-#14041856-v1-DV_-_Consultation_UIL-UIL-10_May.pdf; ATTO0001..htm

Begin forwarded meésage: ' ‘
From: "Michel, Frederic" <fmichel - _ %3

Date: 12 Mav 201 :18: +01: :
To; _

@  Subicet: Timing - OFT/Ofcom - URGENT

Adam, confidentia!ly,'

We have now also spoken also to the OFT. They will speak with Ofcom this evening. Their current expectation
is that they will send us by close on Friday a very short (subject to Ofcom's input) list of issues to clarify which
Nick expects we would be able to address promptly. He said that he did not expect that a call would be
necessary to discuss these. We discussed the role of Pinsent. He said that OFT "supported the idea of DCMS
seeking legal advice" as they are not commercial law experts. (Another example of an "expert" washing their
hands and SoS needing further cover on this.) We said that it was disappointing that this has emerged only
now and | hoped that this would not delay the finalisation of advice on the UIL. He replied that their current
plan was to advise on both UIL and final agreements at the same time and therefore wait for Pinsent's review.

We made the point strongly that the UIL only envisage approval of the agreements by effective date, the
agreements are not consulted upon so there is no reason to delay finalising advice on UIL and starting the 2nd
consultation (which, unsurprisingly, both OFT and DCMS legal think will be necessary) If Pinsent's review is a
legal one {and cannot be anything but) drafting changes on the 2 agreements (if any) should not have an
impact on.the text of the UIL to be consulted upon. Nick said that this is a point for DCMS.

‘/ _ If DCMS instructs OFT to finalise their advice on the UIL (based on the agreements as they stand after the final
-7 round with OFT/Ofcom) JH can start the consultation before the 26th.

‘Even if JH will not start consultation until they have adv1ce on the final agreements at least he should put
pressure on Plnsent to finalise their "legal review" as soon as possible.

Asa conﬁrmation that the prospect of the UlLs requiring a change as a result of a drafting/legal review by
Pinsent is remote, please note that the only UIL changes which were made as a result of the nearly 2 month

agreements review were {1) X-promotion and (2) cost cap Neitheris a Iegal pomt for Pinsent. | enclose a DV
‘between-atest-set of UlLs-and Consultation version: T o o

Hope this helps,

Fred

| '"Please consider the environment before printing this e-mail"

The Newspaper Marketing Agency: Opening Up Newspapers:
: , |
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International group, is registered in England under number 81701 and whose registered
office is 3 Thomas More Square, London E98 1XY, VAT number GB 243 8054 69), on
whose systems they were generated. If you have received this e-mail in error, please notify
the sender immediately and do not use, distribute, store or copy it in any way. Statéments or

- opinions in this e-mail or any attachment are those of the author and are not necessarily

agreed or authorised by News International Limited or any member of its group. News
International Limited may monitor outgoing or incoming emails as permitted by law. It-
accepts no liability for viruses introduced by this e-mail or attachments.

This message and its attachments may contain legally privileged or confidential information.
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F\"> Strictly Cﬁnﬁdential : 10 May 2011

- PROPOSED ACQUISVITION BY NEWS CORPORATION OF UP TO 60.9 PER CENT OF BRITISH
SKY BROADCASTING GROUP PLC ‘ : ‘

CO3355239714028694.7
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-fom:

Adam Smith |

Sent: 27 April 2012 09:59
To: OLDFIELD PAUL

Subject: Fwd: URGENT - 2

Begin forwarded message:

! ‘
i

- From: "Michel, Frederic" <fmiche

- To: Adam Smith{

* Further th0ughts.- '

Date: 12 May 2011 22:15:02 GMT+01:00

Subject: URGENT -2

Adam,

‘The combination of involving yet again another "advisor" at this late stage and

the lack of experience of the advisor chosen is the concern.

Only a handful of firms have the specific expertiée on these matters. it is
therefore important that the brief to the external counsel is well defined.
| assume it would have to be limited to determine whether the agreementis valid

and enforceable, which it clearly is. | do not see how Pinsent can express any
other view. ~ : - ' '

What we want to avoid is that a firm with no experience starts playing with
drafting which Sky and other industry players use all the time....!!1

I the brief of Pinsent is well defined and they are asked to work within a strict

deadline, which a private sector firm should be able to do, one can hope for a
quicker solution. '

-We are keen to start the.consultation as.quickly as possible because, in any event, .

the agreements are not subject to the consultation.

Otherwise, we won't be done before mid-June, which will be catastrophic for
many important reasons.

Fred.
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This e-mail and any attachments are confidential, may be legally privileged and are the
property of News International Limited (which is the holding company for the News
International group, is registered in England under number 81701 and whose registered
office is 3 Thomas More Square, London E98 1XY, VAT number GB 243 8054 69), on
whose systems they were generated. If you have received this e-mail in error, please notify
the sender immediately and do not use, distribute, store or copy it in any way. Statements or
opinions in this e-mail or any attachment are those of the author and are not necessarily
agreed ‘or authorised by News International Limited or any member of its group. News
‘International Limited may monitor outgoing or incoming emails as permitted by law. It
accepts no liability for viruses introduced by this e-mail or attachments :

Th4s message and its attachments may contain legally pnv1leged or conﬁdential information.
It is intended solely for thé named addressee. If you are not the addressee indicated in this -
‘ message (or responsible for delivery of the message to the addressee), you may not copy or

‘ deliver this message or its attachments to anyone. Rather, you should permanently. delete this
message and its attachments and kindly notify the sender by reply e-mail. Any content of this
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Incorporated or its subsidiaries must be taken not to have been sent or endorsed by any of
them. No representation is made that this email or its attachments are without defect.

This email was received from the INTERNET and scanned by the Government Secure Intranet anti-virus
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T FromT AdanT S SR
Date: 17 May 2012 11:27:15 GMT+01:00

To:
Subject: Fwd: OFT meeting today

-

‘I

Begin forwarded message:

From: Adam Smith‘ ‘
Date: 5 May 2011 09:12:44 GMT+01:00

To: "Michel, Frederic" | |
Subject: Re: OFT meeting today

Great. Thanks. Remember to be nice! Let's speak tomorrow on this and
Hargreaves as I have update on that.

On 5 May 2011, at 09:08, "Michel, Frederic"
<fmichel wrote:

‘b We have received the following agenda from OFT/OFCOM in advance
of our meeting this evening:

1. Update on process / state of play

2. Revenues and costs indexation

3. Marketing and promotion

4. Diversification opportunities

5. Process for contracts and Articles approval
6. Interim protection

Will update you afterwards,

Fred.

"Please consider the environment before printing this e-

17/05/2012
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London E98 1XY, VAT number GB 243 8054 69), on whose
systems they were generated. If you have received this e-mail
in error, please notify the sender immediately and do not use,
distribute, store or copy it in any way. Statements or opinions
in this e-mail or any attachment are those of the author and are
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Limited or any member of its group. News International
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mail or attachments.

This message and its attachments may contain legally
privileged or confidential information. It is intended solely for
the named addressee. If you are not the addressee indicated in
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addressee), you may not copy or deliver this message or its
attachments to anyone. Rather, you should permanently delete
this message and its attachments and kindly notify the sender
by reply e-mail. Any content of this message and its
attachments that does not relate to the official business of News
America Incorporated or its subsidiaries must be taken not to
have been sent or endorsed by any of them. No representation
1s made that this email or its attachments are without defect.
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~rom:

© Adam SmithL
27 April 201z 1000

Sent:
To: OLDFIELD PAUL

Begin forWarded message:

o s

Subject: Fwd: CONFIDENTIAL

i

" From: "Michel, Frederic" <fmichel | ‘

Date: 29 May 2011 11:12:08 GMT+01:00
To: Adam Smith | |

Subject: CONFIDENTIAL | | | | @
Adam, o _ " o | - ,

Hope you're well.

Update for you :

We are getting some feedback from OFT and MPs that Ed Richards is very much in driving
- seat on the agreeements discussion and meeting JH regularly to update him...?

OFT has also mentionned that they hadn't see JH for a while and they were fine with
everything on their side.

It would be goo\'d to understand the state of play as it doess seem the timetable you outlined
to me is slipping away massively and we might want to consider our options at this stage:

A decision before the 24th June is in everyoﬁé's interest and the idea that the 7-day

consultation could be only starting on the w/c 13th or 20th June is not good news at all.

Pinsent is also querying commercial items that should not be in its remit and have been deal -
with months ago by OFT, or are asking for new commitments... They aré not going to get

“back tous .

Before next Thursday....!!

Can you possibly give me some infos on where do you think we are? From where we sit, -

-seems that Ed Richards has been given very much a free-ride on this and is doing his best to

delay.
Thanks for your help
Have a great week-end -

Fr-ed
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" rom: Adam Smith <
Sent: 27 April 2012 10:00
To:

Subject:

OLDFIELD PAUL | ‘ A
Fwd: Update (2} : : :

. Begin forwarded message:

From: "Michel, Frederic" <fmicheﬂ
Date: 7 June 2011 12:19:53 GMT+01:00
To:
Subject: Update

Adam,

We got the following update ‘from\ today:

They still need to get to the bottom of a couple of "small points". Issues have
"narrowed significantly". We will get a further mark up likely to be on both CLA™
and BA, but not until "early tomorrow"...!!!

The mark up will come directly from Pinsent. She does not envisage "a lengthy

iteration” and they are working towards closing this by the end of this week. She
‘envisages that we would interact directly with Pinsent on the issues, keeplng her

in the Ioop of course.

~ We did make the point that, given thé»delay if there was any scope to hear today

it would "help"; she reassured us that they are doing everything they can to close
this.

She also said that they will take a "sensible view on drafting" but there may be
further points on which they may come back on later but this would not prevent
the startlng of the consultation. ' ‘ ’

We-said that we were waltlng to hear back from Pinsent before closing the circle

with OFT so this was holding back that last step too on the OFT/Ofcom process.

""Please consider the environment before printing this e-mail"

1
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 crom: Adam Smith
Sent:’ 27 April 2012 10.00
To: OLDFIELD PAUL
Subject: Fwd: Update

Begin forwarded message:

From: "Michel,. Frederic" <fmiche
Date: 10 June 2011 17:49:43 GMT+01:00

Subject: Update
‘Adam,

Update for you. Let me know if you would like to discuss.

We spoke tq:Everythmg was clear to her, she did not have questions and they will now consider

whether the position is acceptable.

We have reverted to OFT this morning to close off the UIL.

we need to do everything possible to get to a consultation next week - preferably by Thursday — whats your
view?

We were led to believe that OFT/Ofcom are nearly ready. The issues open between us and OFT/Ofcom were

‘minor (and we have effectively agreed to-everything they asked for).

To finalise the report however they need to have sight of the CA'and BLA agreements. In that respect the ball
‘is in DCMS' court. DCMS should close that off asap on Monday (or ideally today). Do you know?

In my view DCMS should also alert OFT and Ofcom today that, on the assumption that the BLA and CA are
conﬁ'rmed to be final to them by Monday,' they should be ready to have their reports-on his desk by Tuesday.

On that basis an announcement on Wednesday is poss:ble Obvnously zf they continue at the pace they have
had in recent weeks it could take much longer..>!1111

Questlon do you know what you plan to publish when you start consultation on the revised UIL (m addition
toa statement and the Ults themselves=which-would be-the normal practice)?

Do you plan to publish the new OFT_and Ofcom reports now or, on the assumption JH would want to publish
the reports at some stage (it is his choice) would you leave this to the time when the final decision is adopted?

v If you intend to publish the reports now.we will need to consider redactions.

[ can check position with:r)n Monday as well.

Have a nice week-end. Let’s talk

Fred
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Begin forwarded message:

From: Adam Smith
Date: 17 May 2012 IT:26: +01:

Subject: Fwd: Ietters

Begin forwarded message:

From: Adam Smith {

Date: 11 July 2011 08:03: +01:

To: "Michel, Frederic" <fmichel ‘
Subject: letters

One to Ed Richards and a draft one to
James explaining where we are.

Ed Richards

Chief Executive

OFCOM

Riverside House

2a Southwark Bridge Road
London

SE1 9HA

11 July 2011

Dear Ed

As you are aware, my consultation on the revised undertakings in
lieu offered by News Corporation closed on Friday at midday. |
am now considering the responses to that consultation, but, as |
stated on Friday, | anticipate this taking some time. Prior to the
completion of that process, | would be grateful if you could let me
know whether the events that followed your letter of 22 June
change in any way the advice you offered, particularly with
respect to three areas:

1. The closure of the News of the World in the last week is a
significant-change to the media landscape. | would be grateful if
you could indicate whether this development (and /or the events
surrounding it) gives you any additional concerns in respect of
plurality over and above those raised in your initial report to me
on this matter received on 31 December 2010

2. | am aware of your letter on Friday to John Whittingdale MP in
relation to any proposed fit and proper persons test and would be
grateful if you could keep me informed of progress. In particular |
would be grateful if you could clarify whether in your view, your
current consideration or any potential future decision in relation to
the fit and proper persons test might have an impact on the
merger and my decision on media plurality or on the proposed
undertakings in lieu.

17/05/2012
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3. Given the well-publicised matters involving the News of the World in the past week that led to its
closure, | would be grateful if you could let me know whether you consider that any new information that
has come to light causes you to reconsider any part of your previous advice to me including your
confidence in the credibility, sustainability or practicalities of the undertakings offered by News
Corporation.,

| appreciate that Ofcom is considering its response the second consultation but it would be of great
assistance if you were able to let me have your response as swiftly as you are able.

Yours ever

Rt Hon Jeremy Hunt MP
Secretary of State for Culture, Olympics, Media and Sport

James Murdoch

Chairman and CEOQ, International
News Corporation

1 Virginia Street

Wapping -

London

E98 1BD

11 July 2011

Dear James,

As you are aware, my consultation on revised undertakings in lieu of a reference to the
Competition Commission closed at midday on Friday, 8 July.

Since that consultation was announced, there has been a spate of allegations and events
involving a publication of News International, News of the World, and that publication has
now closed.

In the light of those allegations and events, | think it right to reconsider whether | should
accept undertakings from News Corporation, or whether | should refer this matter to the
Competition Commission at this stage for its determination on plurality, and on possible
remedies. | have also written to Ofcom to ask whether the most recent developments cause
it to revise its advice to me on plurality and on the credibility, sustainability and practicalities
of the undertakings. | arn also writing to the OFT to seek its views in relation to the latter
issue.

| would be grateful to hear from you with any comments you might have at this stage. |
should say that if | were to be minded to refer this matter to the Competition Commission |
would wish to do so sooner rather than later, and therefore an early response would be
appreciated.

Yours sincerely.

Rt Hon Jeremy Hunt MP
Secretary of State for Culture, Olympics, Media and Sport

17/05/2012
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DSm: - SMITH, Adam
Sent: 12 july 2011 09:10
To: : Michel, Frederic

Subject: ‘ RE: Letter from Mr Murdoch

Thanks Fred.

From: Michel, Fredenc [mailto: fmlchet \
Sent: 12 July 201r_Q&SD—"
" Tot SMITH, Adam

Subject: Letter from Mr Murdoch )

e
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