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success within
‘his grasp as
‘late as Friday

+ By David Lisberntan
+ USA TODAY

. NEW YORK — News Corp. CEO Ru-
- pert Murdoch was growing confident
- warher s month, Alter 154 years of (e-
i dious negotiations, he was about to

strike a deal with General Motors to
, buy a controlling interest in its Hughes

Electromes subsidiary, with its jewel,

DueclV the USAS Na 1 satellite ser-
Cvite,

Many thought it would be the cap-
storie o NS extrdordinary career.

Last Friday. on the eve of 3 degisive
CRY aard meeting, Murdoch was su
Sty i viclory over his sival, EchoSaar
<R Clarhe Exgen, thal he rented a hatl
1w Mannatian hatel, He eovisioned o
Sutiday press conterence to ainouie
Lt ns s delline armada would span the

2libe. His media clout would rival that
of AL Tune Warner. And it would be
swet vindicanon. His four previous -
WInpts Lo beceme a US. sateliite power
- incluehireg o 1497 deal with Ergen —
had ended in faiture,

for youd measure, he gave GM an ul-
umaturn: Decide on his offer by Sat-

. arday: or held walk away.
© Whar Murdoch didn't realize was
that the winds had shirted.

CM was no longer stiff-arining Ergen
"thie way 1t had before early Augusr,
when he startled the industry by mak-
ing his offer for Hughes public. A few
weeks later, GM executives began
warming to Ergen’s plan to meige Di-
recTV and EchoStar into a national sat-
- clite monopoiy.

One concern, that federal antitrust
- regulators would never approve such a
i plan, was soothed by lawyer David
- Boigs, who advised the Justice Depart:
ment when it prosecuted Microsolt,
aub Al Gore when he battled w win
rlorklay electorsl votes i last years
“ueeudennal election, Boses gave a
vl presentanion 10 GM execitivies
T the New York offices of ther -
e s, Wil Gotslal and Manges.

SMednwlitle, UM executives grew
amcernea about Murdoch's offer as
HOCk prices plununeted for soine of the
daaets e wanled 1o merge with
Hughes, That exacerbared the fear that
Murdughis contribution, inctuding pi-
vately held assets such as Star TV, were
tog hard (o evaluate,

sSomwe also feared that, it they thiew
- their Jot in with Murdoch, they'd Le
: shortchanged if he cut deals to help out

his backers, Liberry Medias Joha Malo-

nueand Microsofts Bill Cates

then, key shareholders blessed a
div 3l witdy EChoStar,

“We're really thrilled.” says broad-
vaster Stanley E. Hubbard, a former sat-

" cline power who owns about 43 million
Hughes shares, “Ergen is a believer in
satellites. Ouwr conhidence i Hughes
nshAagenieitl was well-placed.”

o Sull.CM execuives had o determine

~how serioys Ergen was. One key mewt-

ﬁ—_Dﬂ' ELTWCCII WdD UUVVII wv vwaa o
‘Murdoch felt |

How the deal is structured

EchoStar

» EchaStar sharcholdess 1o recerve
about 137 shares of merged
company for each EchoStar yhare.

¥ Equvakent 1o 0.7 35 EslaStar shares
per Hughes sivie. 3 g:mmm of

approximiatdy 20T,
iTulay’s closing v

<

Who would own new company

GM Class H shareholders

BB DB TR RN 3%

Echoster public sharehalders

LTI wax

Charhe Ergent

? % 18% L Sl st it s e
A "

CM shareholders

P4 RYPY.

Hughes

¥ nwdiately belore
merger, Hughes

CM

P Prior w ey, auonuker
MWy v hnge up Lo (L)

redeems up to 342 million shares of Class B
bilien of CATs intefest sack for Catdety
in Hughes for cash. SECUIITIes
ed i » Fully copmnutied findiwil,
totals 5% 9 Iiluan
J
What EchoStar would get
100% of DirecTV 100% of Hughes Network

B
- »

£ America

» $5.6 billion 1 1eveaue
P 8.7 million subscrabers
.. W Direa o Home senvive

75% of DirecTV Latin
» $0.7 billion it reverue

1.6 millon subsribes -
B Direct 1o bane werving

Services
> 51 bilhon v tevenuy
*oatelre braad oukbervees

R1% of PanAisat

500 Inition o reve e

» Dybhicly tratked 53 4 bsiin o
titarket capi

B akethie-

PG e, N * kel et s
L PR C L A I L S .
¢ Top cable & satetlite TV providers ;
\ Subscribers {in prillions) Revenue in bitlions of dollars .
vumbined Direcl V. Eciostar - Time Warner Cable ATST N Charier :
SRR 67 IREINER 2 GOSN sue MRAAYSY ;
ATKI Comecast Conbined DirecTV, Echostar Adelplua 5
SRETRRTEE 150 BL I e oo, 5 s sey roatsna 4
, Chartyy Tire Worner Cable Cahleviston _,~"r
Ty . b 3 rie A . »
3 2Ty B2, RS A ey J
Lt Lumeast 4
ReR L% SRS 55
Adelulia i Cox X - &
PO MRERRAAE 545
Cablevisint ") { .
".

HY M| Mg, Al

winner: tchasta CEO Charle w1pen
talks abour {us DirecTV deal.

ing was set (o take piace in New York on
Sept. 11, the day ol the terrorist attacks
on the World Trade Center. EchoStar ex-
ecutives couldn’t fly in. yet GM officials
still wanted to meet via phone that day.
The parties tinally agreed to posipone
it to the foliowing Sunddy at Direc| Vs
offices pear Los Angeles. Ergen passed o
crucial fest thar weekend when he re-
Jected a cundivion tiue CM waenea 1o
mipose, Exevutives ospeciat the it
Lar he wouldn't overpromise.
FchoStar had momentum  And the
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odds of a deal with GM grew the fol-
lowing week. With stocks seemingly in
a free fab, including Hughes shares,
Murdoch ¢ut bis ofter by about §1 bil-
licn. By {ate Seplember, Hughes exec-
ubwves were privately telhng sharehold-
ers that the deal was Frgen’s to lose.

Thal was a real possibility. Ergen
hadi't lucked yp the Sp5 5 bitlion in cash
he needecl, mostly 1o buy out GM's
stake i Hughes.

Still, GM intensified its talks with
EchoStar. “We were told they were un-
der d short e fuse,” says EchoStar
veneral cuunsel David Moskowitz. “We
were negaliatieg terally 24 hours a
day. People would go home, take o
shower, get 3 Inte (o eat and then re-
turn.”

All that work appeared to have been
in vain by last Friday. After Sept. 11, in-
vestment banker UBS Warburg insisted
on 1acking onto its $2.7 billion, 2-year
lyidge loan an extensive “materal ad-
vgrse change™ provision. That would
give il a It ot lceway to scrap the offer,
Alxl the banks terms were unaccepi-
able ty GM. That night = howrs hefore
the GM baard was scheduled to meet
Al wath Murdoch thivatening to waik
dvvay - UBS hacked out.

[T
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Following an afternoun conversation
witl GAs CFO John Devine, Murdon i,
hefieved that vicuny was Just bou, -
dwiry EChoSLar eaccutives g Denv -
thiashit that they nad lost.

Wsdeed, Devines case fur Magio, -
seemed (0 e winning as the Saturd.y
board imeeting gor undurnway:

But the dynamics changed mound !
P when an unusual fax arnved o
Duenver. Ergen awveed tu ptedec
$2.75 billion worth of EcnoMar stuct:
that he owns as collateral for GM ¢,
front the cash ~ at least until they (.
e up ohe’ or more banks 1o take
more conventional 1oan.

Whiie the hoasi initially didn’t wa,
wodveept, directors were imFles:; :
wiLit Ereen’s imwxie, Atter o biief tece: -
GM executives proposed around 6 pn
that they adjouin for 48 hours w .-
sider the proposal.

The message was clear. They had o
fused 10 meet Murdochs ulimany
ang were luoking lor @ way o w
with Ergen. From his New York aps -
i, Murduch prepaced a stanem.
sdying that fw was withdrwvine o
propasal,

Hosaellite drean was ove o,
slmdav E1gen’s ad st begu

(PONE BoF Yh 2. Fuos



