For Distribution to CPs

(ﬁ?om: . : " Michel, Frederic <
Sent: s 24 January 2011 1107
To: . .~ . ZEFF JON; SMITH, Adam '
Subject: - S Fwd: News/Sky “Strictly Private and Conﬁdentnal (0012561 0000367) . S
Attachments: '~ ' ' CO-#13334122-v1-Opinion_of_Lord_David_Pannick_QC.PDF; ATT00001 hitnr; co &

‘ 13326012 v9- Letter to DCMS re UIL Consultatlon pdf ATTOOOO2 htm N "

. ',Please see attached
: “~Fred : B ‘

Sent from my iPone T

- '-Beg_in quwardedmessagé':

" From:" ' - |
~~  Date: 247anuary zurr rrrovisOGMT - C e o
‘@ ™ >, "Michel, Frederic’
. Cc | |

Subject Fw: News/Sky Strlctly Brlvate and Conﬁdentlal (0012561 0000367)

From \llenOverv com 4 BAllenOverv com>

, TOIE Culture.gsi.gov.uk | Culture. dsi.gov.uk> ) : I

. Sent: Mon Jan 24 10:58: 542011 '
SubJect News/Sky “Strictly anate and Conf dent|al (0012561 0000367)

Dea

. Please find. attached a letter from

_ Kind.‘R'eg.éird,s

. Allen & Overy LLP

~

www.allenoverv.comlantitrust

bne Bishops Square
London
E16AD

Tel:
DOt
Fax:
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This 'ernall is conﬁdentlal and ma? alsobe privileged. If you are not the intended remptent pledse delete it and

:notlfy 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 partnershxp reglstered in England and Wales with reglstered number
OC306763. The term partner is used to refer to a member of Allén & Overy LLP or an émployee or. consultant - -

- with equivalent standing and qualifications. A 11st of the-members of Allén & Overy LLP and of the non- -

members who are destgnated as partners is open to’ mspectlon at its reg1stered ofﬁce One Blshops Square
London E1-6AD. .

. For further mformatlon about how Allen & Overy LLP is regulated including w1th regard to insurance
) medlatlon and other ﬁnanmal semces please see our webs1te at www. allenoverv com/ aoweb/legal

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

www.nmauk.co.uk

This e-ma1l and any attachments are conﬁdennal may be legally pn:v1leged and are the

property of News International ‘Limited (which is theé 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 érror, 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 Néws .International Limited or any. member of its group. News"

" ‘International Limited may monitor outgoing or incoming emails as perrmtted by law It

accepts no 11ab111ty for viruses introduced by tlus e- ma1l or. attachments

This message and its attachments may contain legally pnv1leged or conﬁdentlal 1nformat1on Itis 1ntended

ly for the named addresseé: If you are not the addressee indicated in this message (or responsible for

e
‘wery 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 scannéd by the Government Secure Intranet anti-virus
~ service supplied by Cable& Wireless Worldwide in partnerslnp 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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( \;:m: ‘ , -~ Michel, Frederic
Sent: - 24 January 2011 10:06
To: = i © - ZEFFJON; SMITH, Adam . :
Subject: = ‘ - FW: News Corporatlon s Submrssrons in response to the Ofcom Report Non- ‘
S " confidential versions
Attachments: . Fmal Submission to Ofcom - 23, November -.non confdentlal version. pdf

ATTOOOOl htm CO- #13207048 v18 Subm|55|on to Secretary of. State (3) pdf

Importance: | _ . High

From: Michel, Frederic
Sent: 24 January 2011 09:54 - . :
“To: Jon Z&ff (jon.zeff@culture.gsi.gov.uk); Adam SMITH (Adam. Smith@Culture. gsi.gov.uk) -

_ject: News Corporation s Submnssrons in: response to the Ofcom Report Non- cont” dentnal versions
rtance Hrgh : :

Jon/Adam

' Attached are the non- confdentlal versrons of our submlssnons for pubhcatlon on Tuesday if the SoS goes ahead thh a
. statement.. .

We wnll be sendmg further documents in the morning regardmg our views. of the process suggested by the SoS and further
details on the UIL.

War_m regards

Fred

Frederlc M|che|
Dlrector Publlc Affarrs Europe

"Please consider the environment before pr’inting this e-mail"

The’ Newspaper I\/[arketm0 Aoency Openmg Up Newspapers

WWW nmauk co uk

This e-mail and any attachments are confidential, may be legally pr1v1le0ed 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
reed or authorised by News International Limited or any member of its group. News International Limited
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may monitor outgoing or incoming ema1ls as perm1tted by law. It accepts no. 11ab1hty for viruses 1ntroduced
by this e- ma1l or attachments SR : : :

/"4}15 message and its attachments may contain legally privileged or confidential information. It is intended

ely 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 confent of this message and its attachments that does not relate {0 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. L
This email was received from thé INTERNET and-scanned by the Government Secure Intranet- anti-virus
. service supplied by Cablé&Wireless Worldwide in partnership with MessageLabs. (CCTM Certlﬁcate
Number 2009/09/0052.) In case of problems, please call your organisation’s IT Helpdeésk. A
Communications via the GSi may be automatically logged, momtored and/or recorded for legal purposes

‘@
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€ News Corporation

- News Corporation/ British Sky Broadcasting Group Plc

" Submission to Ofcom

EXECUTIVE SUMMARY AND CONCLUSION

This submission is made by News Corporation ("News Corp") in respect of the proposed
‘acquisition by News:Corp of the entire issued and to, be issued sharé capital of British Sky

. Broadoastlng Group plc ("Sky") that News Corp does not aIready own (the "Transactlon")

- The Secretary of. State is consrderrng whether to take approprrate measures fo protect‘
““legitimate interests” pursuant to Article 21(3) EUMR and issued:a ‘European Intervention

Notice.in relation to the Transaction on 4 November 2010.- Ofcom issued an Invitation to

- “Comment on .media public mterest consrderatlons in relatlon to the Transactron on 5
'November2010 . . o

‘Thrs submission addresses 1ssues ‘which are rerevant to Ofcom’s initial mvestrgatron of the

*Transactron in relation to the pubhc rnterest consrderatlon specified in section 58(20)( a) of
the Enterpnse Act .

Thrs submrsslon is structured as follows
:'(a) | Sectlon 2: Background to the partres and the Transactlon

(by Sectlon 3: Legal framework and reIevant public interest con5|derat|on and
' suffrcrency of. pIurallty

(t:)i "~ . Section 4 The Transac’uon wrlt not change the quallty of edltorlal mfluence;

- over Sky News

) V.l.Section 5: No‘impact. on setting of the news agenda

‘ ('e) ' Sectlon 6: Sufflment plurallty post-Transactlon '

News Corp has. engaged FTI Consulting and Perspectrve Consultmg to prepare reports‘
‘on media public inferest considerations relevant to-the Transaction. These reports are

provided in Annex I and Annex Il regpectively. .

A Glossary of abbreviations used in this submission is provided in Annex Ill.

In summary:

EY " TInthe UK, News Corp is mainly A fieWspaper énferprise Tor the purposes of the ~ =~~~

Enterprise Act and Sky is a media enterprise serving mainly a TV audience. This
means that the only audience for whom plurality could conceivably be reduced as -
a result of the Transaction is a cross-media audience.

{b) The Transaction involves News Corp acquiring full legal control of Sky over which
News Corp already has commercial influence and a degree of control, as
-recognised by the UK authorities.

LIBO2/RABS/2609420
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.-.2._

(). In relation to TV broadcasting, commercial influence does not equate with editorial
* influence. This was found by the CC and confirmed by the CoA in the Sky/ ITV "
' case It cannot be assurned that the Transaction will bring about a sngmf‘ icant -
actual change in the ed|tonal mdependence of Sky News '

(d) Furthermore, the regulatory framework and the deep culture of edstonal-
" - indépendence in'UK TV broadcasting combine to protect internal plurality within
the media enterprise.that will serve a cross- media audience post-Transaction.

(e) - Inany event, even if Ofcom wanted to assess the Transaction on the basis that

.. “'tHere  will be no, internal plurality constraint inrelation to Sky.News post:
Transaction, there would be a sufficient plurality of voices available to cross-media
audiences post-Transaction. The strength, number and range of cross-media .
voices has increased since .enactment of the.Communications Act and there is’ .-

_every reason to- beheve that this- cross-media diversity W|II contlnue post-
Transactlon

) We' also con5|dered follownng the Sky/ ITv precedent whether there were
" partictlar individuals within the UK population who ‘currently rely only on news
. content from Sky News and News International. Th|s grouplng was found to be ofA ’
"a mmxmal slze (0:3% of the UK populat:on) -

‘.1.8'. This submxssnon and its annexes contain confldentlal information whnch should ot be

dxsclosed to th|rd partles wuthout News Corp ] pnor wntten consent.

LIBO2/RABS/2603420 Hogan Lovells
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3

.BACKGR'OU:ND TO THE PARTIES AND THE TRANSACTION
,The Parties

; News News Corp is d.diversified global media company W|th operatlons in.eight |ndustry T

segments: filmed entertainment; television; cable network programming; direct broadcast:
satellite television; integrated marketlng services; newspapers and. information services;

_book publishing; and othér. -'News Corp had total assets as of 30. June 2010 of | N
" approximately US$54 billion and total annual revenues of approx1mately US$33 billion for
- .the f:scal year ended 30 June 2010.

“The actlvmes of News Corp are conducted pnnclpaIIy in the Unrted States Cont|nentaI '

Europe the Unrted K|ngdom AustraI|a Asia and Latin America.

News Corp is a Delaware corporatlon -whose shares are listed on the New York and
Australian Stock Exchanges News Corp-has a secondary I|st|ng on the London Stock’

) Exchange

In.the UK, News Corps main actlvxtles lnclude (through News International an|ted) the'

provision of newspapers and information services and (through HarperCoIhns Pubhshers‘
erlted) book pubI|sh1ng : :

_ 'News Corp owns 39 14% of the shares in Sky, and is entitled to exercise’ 37 19% of the _
- voting ‘rights . rn Sky Accordlng to the UK CC, News Corp at present has a degree of :

L control of ‘Sky.!

286

27

- Sky: ‘Skyis a holdlng company for a number of SUbSldIal'leS which are actrve ina varlety'
of economic sectors in the UK and lreland, lncludlng

“(a) . the creation” of “linear” TV channels (re channels offering ‘a ‘series of

~ programmes which are available to view at a scheduled time of broadcast). Sky's
linear pay TV channels are supplied on"a wholesale basis to cable, DTT, and

~ IPTV operators for them to retail to their subscribers in the UK and Ireland... Sky -

“ - also- broadcasts a number of - rts TV channels FI’A (or free-to wew) via DTH
satelltte and vna DTT : o

(b) - the retarl d|str1but|on of Skys and th|rd partles linear pay TV channeIs via DTH,

IPTV the Internet (vra Sky P/ayer) and mob|Ie technologies;

(c)  the reta|I d|str|but|on of - Sky’'s and third partles audlov_|sual_ programming”
(refernng to all types of content that satisfies consumers’ demand for audiovisual

-" services, regardless’ of how they are made available to consumers) via the -~

‘ sethces known as Sky Anyt/me and Sky Player, -

(dy the provtsmn of retan telephony and broadband services to Sky's reSIdenttal DTH
o subscnbers

e} . .the. .t:pr_o.v,|s_ron.,_ of_canditional .access, _access cootral, and. EPG. services to.. . . . -

broadcasters and interactive service providers on Skyfs DTH platform;

(f) through'Sky's advertising sales house, Sky Media, the sale of advertising and
sponsorship on Sky’s and third parties’ channels, and on other Sky services.

"Sky is a public company whose shares are listed on the London Stock_Exchange.

LIBO2/RABS/2609420

cC Report paragraph 5.64.

" Sky Playeris an online application available over the Internet via PCs, games conscles and other consumer electromc
devices.

Hogan Lovells
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The Transactlon structure

~The Transactlon contemplates the’ acqu1smon by News Corp of Sky's shares it does not

dlready own. After the lmplementatlon of the Transactlon News Corp would exerCIse .

~ sole'control over Sky:

’ The Transaction. is subjeét to the City Code on*Takeovers and_l\'/lergersand would- be
' .implemented by way of a public olfer or court approyedv scheme of arrahgement.

Tlmetable and regulatory review B o

.On 15 June 2010 News Corp made an announcement pursuant to’ Rule 2.4 of the C|ty

Code on Takeovers and Mergers of a possible offer to acquire the entire issued and to be -
lssued share capltal of Sky that News Corp does not already own.

Pursuant to a Cooperatlon Agreement entered into by News Corp and Sky on-15 June .

12010, Sky has_agreed to go-operate with News Corp in seeking any necessary. merger
.. clearances in relation to the Transactlon from the relevant merger control authorities:

The Transactlon is a concentratlon Wlth a Unlon dlmensmn and was notmed to the

: ,Commlssmn on 3 November 2010 The Commrssuons rewew of the Transactlon at. '
 Phase |ispending. : :

-Ratlonale of the Transactlon

The achIsmon of the entire share capltal of Sky constltutes an opportunlty for News Corp 3

to achieve fmancnal ‘consolidation for'a company with which it has’ been closely associated

for a long tlme and which is mainly active in a sector that constittes a core business for
News Corp :

The Transaction will allow News Corp to achieve, ‘among others, the following two main
objectives: (1) it will aliow News Corp to diversify the géographic scope of its activities by
acquiring a significant presence in two territories,.namely the UK and Ireland, where, as of
today, News Carp’s activities in the TV sector are rather limited; and (2) it will allow News

- Corp to diversify-its sources " of earnings. by consolidating a’ business; such as Sky’s

business, whose earnings aré less dependent on advertising than other News. Corp

activities 'in the UK/ freland and elsewhere (and more linked to subscnptlon fees pald by

. TV v1ewers)

3

LIBO2/RABS/2609420

News Corp has activities in the pay TV $ector outside the UK and treland.

Hogan Lovells
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LEGAL FRAMEWORK RELEVANT Pueuc INTEREST CONSlDERATlON AND SUFFlClENCY OF .

" PLURALITY ’
" |ntroductlon -

The Secretary of State is consldermg whether to take’ appropnate measures to protect ‘
' “legitimate interests” pursuant to Article 21(3) EUMR and'issued a European Intervention -
" Notice in relation to the Transactlon on 4 November 2010. Pursuant to such European
Intervenition Notice, the Secrétary of State asked Ofcom'to investigate and report to him in

relation to the identified public interest consideration described is paragraphs 3.5 to 3. 7

" ‘below. As Ofcom will be aware, News Corp 'hds made detailed subniissions to BIS

explalmng why, in its view, there is no substantive basis for intervention. in particular, the’

- Transaction does not give rise to “exceptional circumstances” as to justify intervention in

accordance with the DT] Guidance, paragraphs 8.2 and 8.4, and we submit that thig

~background should inform Ofcom's advice to the Secretary of State to enable him to

determlne concluswely the relevance of the ldentlfled pubhc mterest conslderatlon

As Ofcom is aware, the scope of its. report and of the followmg determmatlons to be taken '

'by the Secretary of State, is limited to plurality considerations. News Corp is aware that a

numiber of third parties have: ‘made submnssmns that the Transaction will have detrimenta] .

 effects on comipetition (for- example, it has been suggested that the merged group may .
. choose to bundle News Corp. newspapers with Sky subscriptions with. antlcompetltlve. :

effects). Such theories are, in. any event, unsubstantlated and-are based on hypothetical

assertions of what "may" or “might" occur following the Transaction, without evidence. . .
s They speculate on commercial behaviourtand its lmpact on competltlon and therefore fall - - -
" Under the excluslve competence of the Commlssmn 5

In light of the CC approach in the Sky/ [TV case, as endorsed by the CoA, an analysls of
plurality involves the followmg

(a) ‘a qualitative assessment of the range. and variety of voices available to
' " audiences, taking into account both "external” and "internal" plurality, rather than a-
bare assessmentof the number of controllers; I

(b) in terms of content types the focus of the analysrs should be ‘the’ prov13|on of
news, bearing in. mind that any activities of Sky or News Corp in relation to the .
supply of raw news or content or other services to third parties which do not

~ confer’ control over . editorial policy are 'not relevant ‘to the pubr ic- interest-
- consideration; '

(c) - in terms of audiences, the Transaction can only conceivably affect a cross-media.
-audience, if at all; socio-economic groupings are. not themselves relevant

audiences for statutory purposes, but only. categorisations which may apply to o

some members of an audience (or members ot a readership).

After establlshlng what qualitatively changes post-Transaction, compared with pre-

Transaction-in respect of .the provision-of news_to .a. cross-media. audience, it is then .~ _ .

necessary to assess whether or not that change would result in insufficient plurality in the
UK.

The relevant public interest consideration

The BIS statement accompanying the European Intervention Notice notes that, given the size of the acquisition, the
Commission will investigate the proposed acquisition on the grounds of competilion and it will announce its own
decision by 8 December. -

LIBO2/RABS/2609420 . . . Hogan Lovells
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The relevant. publlc interest consideration, on which the Secretdry of State has asked

- Ofcom® 16 report, and -we understand from our correspondence with BIS is set out m S

sectron 58(2C)(a) of the Enterprlse Act

“the need, in relation to-every different aud/ence in the United K;ngdom orina
particular area or locality of the United Kingdom, for there to be a sufficient-
.. plurality. of persons with contro| of.the miedia enterprises serving that audience.”

The manner in which an' assessmént of the sufficiency of media plurality is to be™
conducted was.considered in detail by the CC in-the Sky/ ITV case.. The CC took into

- consideration views expressed by Ofcom, written- and oral submissions from. a number of -

interested parties, contributions from academic and other’ experts, literature: concerning-
plurality and the Parliamentary debates connected with the relevant provisions, in coming
to-its view as to what .an_assessment of. pluralrty required. The CC's approach was’
accepted and followed by the Secretary of State :

On the .one.important point on which the GCs approach was challenged in the CAT, the .
* CC's approach was: ultimately endorsed by the CoA. The CoA concluded that, when
‘assessing the plurality of the aggregate number of relevant controllers of media -
-enterprises and-considering the sufficiency of that plurality, the CC may, and should, take
~ “into account the-actual extent of the control exercised and exercisable over a-rélevant |
.~ enterprise by : another. In hght of this; it should not be necessary for Ofcom to re-open the.

debate in areas where the CC has already made clear findings.
P!urahty requxres an assessmerit of the range and number of vorces
In Sky/ TV, the CC summarrsed its process as foltows

- "We took the concept of plural/ty of persons-with_control of media enterpr/ses fo
~ refer both to the range and number of persons with control of media enterprises.
" We concluded that a plurality: of control within the media is a matter of public
interest because it may affect the range of information and views provided to
different audiences. We thought it important to draw.a distinction between the
plurality of persons with-control of rmedia enterpr/ses and the implications of that
plurality for the range of information and views made available to audiences. We
also thought that it was appropnate to d/st/ngwsh between the - range of
information, and views that are provided across separate lndependent media
- ‘groups (external plurality) and the range that are prowded within /nd/wdual med/a
* groups (internal plurality).” : :

. The CoA confirmed that an analysis. of plurality involves more than a bare assessment of -
- the number of controllers and encompasses an assessment of the range and variety of
_voices avaifable to audiences, taking into account both "external” and "internal” plurality.

"The word p/urality can connote more thanjust a number exceeding one. It may
carry an implication of range and variety as well. Certainly it has that meaning in
subsection (2B). We consider that it does so in subsection (2C)(a) as well.”

The so-called “deemlng provision” in sectron 58A( ) and ( ) of the Enterprlse Act means
enterprises may be treated as ceasing to be distinct if there is a change, if at all, in the
quality of control (including from the lowest, material influence, to the highest, legal
control) but does not preclude additional quahtatrve analysis.

LIBO2/RABS/2609420

In this submission, we refer to the assessment conducted by the Secretary of State and on which the Secretary of
State has asked Ofcom to report. .

CC Report, paragraph 30.

CoA Judgment, paragraph 90.

Hogan Loveils
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It is therefore necessary for the Secretary of State to consider to what extent the

: Transactlon changes the status guo ante {in which News Corp already has a degree of
_ control of Sky) so asto create a sxtuatxon of lnsuffrcxent piuraltty

: Focus of: analysls should be news

The CC decided in Sky/ ITvV that in terms of content the best metric to assess the range -
of information and views presented to, the pubhc (and to’ assess plurahty) was the K

provision of news:

"We concluded that a- plurallty of control within the med/a is a: matter of pub//c
interest because it may affect the range of /nformat/on and views provided to
different audlences "8

“The parties overlap in a broad range of content but news and current affa/rs are "

the genres most closely connected with the formation of public opinion about
issues of national significance through the communication. of .a range -of
“information and views. National news is an important genre ‘of programming for -
" both ITV and BSkyB .Considering all content genres,’ /nc/ud/ng current affairs,
documentaries and satire, viewers rank news first in terms of ‘societal .
_importance’, wn‘h a major/ty of the' public. say/ng that news helps them feel. part of
the democratic process. We also believe that news prows:on ‘Is a.reasonable
indicator of, and better def/ned than, a wrder range of other content relevant to the
.formation of pub//c opinion about issues of national s:gn/f/cance We therefore
... focused on. national news and refer to the range of information and views
' commun/cated to aud/ences through the news as the p/ura/rty of news

Consxderatxon of other types of content provision, as raised. in Ofcoms Consultatlon
documenit; does not assistin assessing plurality-and, particularly, in light of the CC's clear
finding in Sky/ ITV other content types should be should be regarded as irrelevant to.a
plurality analysis. Indeed, to date this seems to have béen accepted even by third partres
pubhcly expresslng views about the - merger who have focused therr lnterest on’ news

Supply of news contenit to broadcasters (ln partlcular Channel 5) |s not wrthln the _
scope of the legal consideration of sufficiency of plurality

The Secretary of State is requrred to Conslder only the plurahty of persons wrth control of :

_ med/a enterprises.

For’ the purposes of sectnon 58 of the Enterprise Act, an enterpnse isa medla enterprise if
it “comsists in or involves. broadcastlng" % A “media enterpnse" is therefore not one which
cons|sts inor rnvolves the provtsron of news content or services to broadcasters

That the supply of news content or services is not “itself- the focus of the plurahty
assessment required by section 58 of the Enterprise Act i is logical and consistent with the
overall regulatory framework, where the focus is not on the provider of content or ancillary

_services but on the owner of channels and’ programming and ‘editorial control. For

“example, the entity that is licensed and regulated to provide a broadcasfing sérvice under =
"the Communications Act is “the person with general control over which programmes and

other services and facilities are comprised in the service (whether or not he has control

LIBO2/RABS/2609420

CC Report, paragraph 5.10.
CC Report, paragraph 5.32.
Section 58A(2). Enterprise Act.

Hog_an Lovells

MOD300009720



N

R

.8317

' 3.18

- 349
) . who are. exposed to the views and opinions of that media outlet and who could therefore
~ conceivably be impacted by any alteration in its presentation of the news. - For a

.3.20

3.21

.""

3.22

For Distribution to CPs

of the content of fndlwdua/ programmes“ or of the broadcast/ng or dlstrlbutlon of the
service)” (our emphasns) ‘

Thrs has |mportant lmpllcatlons for asseéssment of sufficiency of plurallty in relatron to the -

‘Transaction. “Any activities of Sky or News Corp in relation to the supply of raw news or-

content or other services to third parties which do not confer control over editorial policy
are not within the scope of the. publlc lnterest consideration.'® In partlcular

(a) 'although Sky provides raw news data and content to Five, Channel Five is'the
: relevant broadcasting licensee and controls the editorial policy of its channel,

(b) although Sky has won the ‘con‘t_r‘aCt tolsup'ply-neyvs cont'ent“to IRN, it does not
control the editorial policy ofthe radlo news service or the lndividual radio stations.

The regulatory framework thus draws a fundamental distinction between transactions and‘
interests which confer mfluence over editorial policy and those which do not.. Only the
former are within the scope .of a plurality assessment. -The plurality assessment must

- focus on whethér there is a suffrcrent plurallty of persons exercxslng ‘editorial control over

medla enterprlses

Concept ofa relevant audrence

The concept of an “audrence“ for a partlcular medla outlet must be based on those people
newspaper the assessment must relate to the voices available to the. UK readership. For

a television broadcaster .the assessment must relate to the voices available to the
audience which watches TV broadcasts in the UK. For a merger between a newspaper

.enterprise and a TV broadcaster the relevant audience is necessarily a cross-media .
-audience. It is in this context that any pOSSlble reduction of plurahty and its lmpact on
-"suﬁlmency“ needs to be assessed ‘ :

For statutory purposes ‘socio- economic groupings or regions or “nations” of the UK are -

not the starting point of the analsts and are not themselves audiences. These groupings .

- are not an "audience served by an enterpnse they are categorlsatlons whlch may apply- -

to some members of an audlence {or merbers of a réadership).

In Sky/ Iy, when consldenng the audiences reached by News lnternatlonal and Sky, the'
cc concluded that there were no fundamental differences between socio- economlc o
grouplngs or between reglons or "nations” of the UK. '

" "We investigated the extent of such differences further using data from TG/ and
Touchpoints. The results of this analysis are set out in Appendix I Qur view is
that, -whilst viewing shares and readership vary somewhat by socio-economic
group, there are no fundamental differences in the significance of ITV, BSkyB and

" News International to particular sections of the UK population. Nor did we find
any fundamental differences in the srgn/flcance of ITV, BSkyB and News

. - - International-between.nations. within the UK."3 .

As explained in the report by FTI at Annex |, there are no fundamental differences in the

-significance of Sky News and News Corp to particular sections of the UK population or

— LIBO2/RABS/260942¢

Section 362(2), Communications Act.

It is noted that the CC did not aggregate either Five News or radio services raceiving news content from Sky lnto Sky
News' audience share when it reviewed the Sky/ ITV (ransactron
CC Report, paragraph 5.5C.
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natrons wrthln the UK The Transactron will not result in there being msufhcrent pluralrty in,

" oany sectlons of the UK populatlon or natlons within the UK woo

3.23

¢ 324

3,25

. 326

3.27

The Transactlon can only concelvably affect a cross-medla aud‘ ience, |f at all

In the UK News Corp is marnly a newspaper enterprlse for the purposes of the Enterpnse'

Act'® and Sky is a media enterprise serving mainly a TV audience.!® This means that the-

_only audience for whom -plarality could conoervably be reduced as'a result of the
Transactlon is a cross- medra audlence ' :

(a) the number of. controllers of teleVISlon news broadoasters would not reduce asa

result (Sky would remain’ under entirely Separate control from the other main’

“television news broadcasters: -BBC, ITV and Channel 4)'"; and

. the number of controllers of newspaper enterprlses would not redtice as a result

_ (News International would remain in entirely separate ownership from the other
-main UK newspaper- groups: the Daily: Mail and General Trust, Trinity Mirror,

" Northern '& Shell, thé Telegraph Media- Group, the Guardian’ Media Group, o

lndependent News and Media and the Pearson Plc). -

_The only context in" which the number.of oontrollers of news sources. for any . audlence- -

would conceivably have reduced would be examining an ‘audiénce’s consumptlon of news

'aoross multiple media, taking into account at’ the’ very Ieast exposure to both televrsron o

news and newspapers.

3 ' "Sufﬂcnency" of plurallty for relevant audlence pre and post-Transactlon

Once the Secretary of State has establlshed what qualrtatrvely ohanges post-Transaotlon
compared with pre-Transactlon and for which audience, he must then assess whether or
not that ohange will result in there being. msuﬁlcrent plurality in the UK.

The meanrng of “suffrorent plurality” is not. developed in the Enterprise Aot The

Explanatory Notes to the Communications Act state in relation to section 58(2C)(a) that - .
"[tlhe first limb of this- subsection. is coricerned primarily with ensur/ng that ownership of

~_.med/a enterpr/ses /s not overly concentrated in the hands of a lrm/ted number of.
persons™. ' o

#18

¢

. There is no indication that Parliament oonsrdered plurality to be insufficient at the time of .
N enactment of the Communications Act which represents a relaxatlon of controls on media’
“ownership and, particularly, cross-media ownership. In these circumstances, it would be

legitimate to assume that intervention on plurality grounds is warranted only when. it
reduces piurality to a level which is materially below’ that subsisting at the time of

" -enactment of the relevant legistation: . 1 such a rich and diverse media envirdnment,
- which is even more true today than in 2002, it cannot be establlshed that the Transactron

grves rise to serious publlc interest concerns.

The CC described its process as follows in Sky/ ITV:

- LIBO2/RABS/2609420

See, further, FTI Report, pa‘ragraphs 6.19 to 6.23. )
A “newspaper enterprise” means an enterprise-consisting in or invoiving the supply of newspapers.
News Corp has other interests in the UK that are not relevant for present purposes, including the supply of content

_that is avaifable on the Fox channels.

Ofcom has also requested data as to the audrence share of Fox News in the UK. Whiie it is true that News Corp does
already control the Fox News Channel and that it could therefore be alieged that bringing Fox News and Sky under

common controt would reduce the number of controllers cf news broadcasters, this would fail to take into account the

exceedingly marginal position of Fox News in the UK. Fox News' share of news viewing is 0.08% (BARB, January to

October 2010). '

Expianatory Note 802.

Hogan Lovells
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In fact a UK cross- medla audlence has actual or potentla
sources, mcludlng )
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"We have considered suffrcrency by reference to the current levels of p/ura//ty,

having regard to ‘any change in plurality that arises as a result of the acquisition. -
‘Moreover, “in consrdenng the sufficiency of persons with control of ‘media -
enterprises, we havé regard to the /mp//catfons of the level of control exercised for

the rangé of informatioh and views available. We considered this in relation to”

.both internal and externa/ p/ural/ty "t

in Sky/ ITV ‘the CC (and the Secretary of State) treated Sky and News Corp as a srngle

enterprise by virtue of News Corp’s degree of control over the competitive policy of Sky.

It found that, as a result of the transaction it was examining in that case, Sky had acquired «
" .material influence: over [TV, an important UK broadcast news provider. Even in-thése

circumstances the CC concluded that sufficient plurality remained for each major
audience in the UK, both for a TV audience and a cross-media audience (taking into

account the readership of News International's. newspapers). As Ofcom will. be well .
aware, Sky. was required to divest its shareholding in 1TV to below 7. 5%, for reasons

connected with competltlon and not media plurahty

|20

1"(b‘) all'national and local radio' services avaitable'in the UK;

(c) ' aII natlonal daily and Sunday neWSpapers circulating in the UK;

a (d) gall news magazmes cnrculatmg in the UK and

(e) "all news avarlable online, including but not limited to news avarlable on dedicated

_ news websites, blogs and vna aggregators

Conclusnon .

- Given the conclusrons reached by the CcC and.the Secretary of State i ln the Sky/ ITV case, :
" it is extrémely difficult to' see how a transaction which- does not involve ITV (wnth its

relatively greater broadcast. news. audience sharg), and. the only-impact of which is.a

change in the quality of control between two enterprises which were deemed, in any'
-event, to form a single enterpnse in the Sky/ ITV case, could have any adverse impact on

the sufficiency of plurality for any audience within the UK. In"any event, the remainder of

this submission  will show that this Transaction canrot Jeopardlse the editorial -
lndependence of Sky News, has rio impact o setting the news agenda ‘and doss” not‘ 4
resuIt in there berng rnsufflcrent plurahty of voices for any relevant audtence ‘

access to a wide range of

12

© LIBG2/RABS/2609420

CC Report, paragraph 5 15. ’
Section 58A(7)(b), Enterprise Act states that the criteria for determmmg who can be treated as compnsed in an
audience "may allow for persons (o be treated as comprised in an audience if they are only potentially members of it”.

Hogan Lovells
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THE TRANSACTION WILL NOT CHANGE THE QUALITY OF EDITORIAL INFLUENCE OVER SKY NEWS

lntroductlon

'When analyslng ‘the possrbllrty of the Transactlon havmg an |mpact on. pluralrty, it is ..
_ important to distinguish between, on the one hand, the degree of News Corp’s control

over Sky's- commercial and- competltlve policy and, on the other hand, whether such

' control would result i in influence over. the. editorial policy of Sky News: Whilst the former is )

relevant for jUI’lSdlCtlonal purposes, it is -only the latter that-is relevant to a plurality

.assessment. The two concepts are not allgned and thls has been accepted by the CC:

and, ultlm ately, the CoA in the Sky/ ITV case.

News Corp. already has a degree of commercral influence over Sky which resulfs in
" "control" for Enterprise Act purposes, as ‘recognised by a number of UK authorities. = .
" However, despite this degree of control over Sky, News Corp does not currently exert &

such control to influence edrtonal decisions of Sky News

"‘The key questlon is, therefore whether the degree of News Corps mfluence ovér Sky
‘News' editorial agenda would change as a: ‘result of the Transaction, and whether plurality * -
‘would be compromised as a result, The answer is clear. Although the Transaction would -
'result in an.acquisition of full- legal control over Sky, it will not change the fact that. Sky ,
News énjoys and will continue to enjoy editorial. mdependence The same factors that -

have preserved edltorlal mdependence to date, as recognlsed by the CC, will ensure

editorial independence going forward. “Therefore, plurality carinot be compromlsed by the _' :
-, Transaction regardless of any change’in the level of News Corp S control over Sky

‘ ' News Corp already has a degree of controI over Sky

News. Corp already has -a degree of. commercial influence over Sky which results in
"control" for Enterprise Act purposes. This has been recognised by a number of UK
authorities and is also evrdenced by a number of factors that hlghllght the relatlonshlp
between News Corp and Sky S

The UK authormes have found that News Corp currently has a degree of "control” over . -

_ lSky

(a) - -The OFT stated that. “[BSkyB 's] /argest shareho/der is News Corporation (News )
‘ ‘Corp) with a 39.02" per cent stake, a/ong with several d/rectorshfps which is.

. suffrc:ent to confer control over BSkyB."*'

(b) The CC assumed that, for the purposes of its analysrs of the rmpact of the TV

acquisition on plurality of riews, “News Corporation had material influence over
- BSkyB. "22 . On that basis, it assessed the impact of the ‘acquisition on plurality of
" mews .including the links with News Corp' and concluded that plurality was not:
affected. This conclusion was endorsed by the UK Government.

(c) Ofcom took into account the links between News Corp and Sky in its plurality

-~ r——-—assessment-on—the-basis-that-it-treated-*all-media-enterprises-under-the-same-——— ——-—r--=- - -

ownersHip or the same control as being controlled by one person.”® - It conducted
an in-depth review of the Sky/ ITV transaction on the basis that it established an’
ownership link between ITV and News Corp whereby News Corp and Sky were
deemed to be part of the same enterprlse

21
22
23

OFT Report, paragraph 25.
CC Repon, paragraph 5.64.
Ofcom Report, paragraphs 4.4-4.7.
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(d) ‘The CAT Judgment recxtes that Ofcom in its initial report “assumed that Sky is or
" may be controlled by News Corporation (39.1% shareholdlng held through a
. number of News Corporat:on subsrdranes) n2d ’

*The factors whlch contnbuted to these findings remain. relevant in- partlcular those. o
concerning News Corp s shareholdlng in, and representatlon on the Board of Sky ’
" (a) Shareholdmg
4.7 News Corp was a foundrng shareholder of Sky and has remained its major shareholder“-
' " since it-was listed in 1994. Currently, News Corp holds_39.14%2 of the issued equity -
capital of Sky and is the largest shareholder in Sky. As at 28 July 2010, there were only
two other shareholders with more than 3% of the equity capital of Sky, such‘
Lo shareholdings betng 3.10%and 5, 02% S
- (b) News Corp s representahon on the Board of Sky
- - 48  Since the pubhc hstlng in- 1994 at anygrven time there have.been between four and five: - -
STy -~ difectors on the. Board of Sky that were (and are) affiliated with News Corp at-the same -
¢ ‘ , " time as holding their office. The-position of Chairman has been occupied by Mr. Rupert’
R Murdoch (1999 — 2007) and Mr. James Murdaoch (2007 — present). Currently, there are
‘ 14 members of Sky's Board of Directors comprlslng 12.non-exscutive directors and two °
executive directors. The four non- executrve directors which currently hold executlve'
posmons at News Corp are as follows: R
('{)' : ‘.Mr James Murdoch (non exeoutlve dlrector and Chalrman of Sky) was.
the CEO of Sky with effect from 4 November 2003. On 7 December 2007,
he'was appointed non-executive Chairman of Sky, having relinquished the
role of CEQ. Mr. Murdoch is Chairman and Chief Executive, Europe and
Asia, at News Corp and is a member of News Corp’s Board of Directors.
‘Between May 2000 and ‘November 2003, he was Chairman and. CEO of
the Star group (a News Corp wholly owned subsldrary)
L ‘ iy Mr. David F DeVoe _(non-executive dlrector of Sky) is an executlve_ :
- . .. director at News Corp.and holds the position of both the Chief Financial. -
N ‘Officer and Senior Executive Vice President of News Corp. Mr DeVoe has.
R been a Ditector of News Corp and its' CFO since October 1990. Mr.
A DeVoe has served as Senior Executive Vice President of News Corp since
\\‘ : "January 1996. "Mr. DeVoe has been" a director of NDS. Group plc since
A .Ootober1996 - . :
Ly M. Thomas Mockndge (non “executive director of Sky) is the CEO of Sky
" ‘ltalia and the' Chief Executive, European Television of News Corp where:
he oversees News Corps television operations in Europe (outside the
UK). Prior to joining Sky ltalia, Mr. Mockridge held various roles at Star -
Group Limited and was previously CEO of Foxtel, News Corp’s pay. TV
' jomt venture with Telstra.
{iv) Mr. Arthur Slskmd (non exeoutlve dlreotor of Sky) Is an exeoutrve dlrector
' of News Corp and the Senior Advisor to the Chairman of News Corp. He
was appointed as a director of Sky on 19 November 1991, Mr. Siskind
has been the Senior Advisor to the Chairman of News Corp since January
'2005. Mr. Siskind has been an Executive Director of News Corp since
i . CAT Judgment, paragraph 247.
= 37.19% voting interest.
* Sky 2010 Annual Report.
! . LIBO2/RABS/2609420
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1991 and was Group General Counsel of News Corp from March 1991
untll December 2004

(C)- Roles and responsnbrhtres of the non-executlve Chalrman of Sky, Mr James

‘Murdoch

From Noveriber 2003 unti late 2007, Mr James Murdoch was the CEO of Sky?". Dunng
that time, Mr. Jarmes Murdoch appornted and led the. current senior management team of

© Sky. Mr. James Murdoch’ played a key role in devrsrng and delivering Skys key .

operatronal and strategrc targets.

When Mr. James Murdoch announced that he wrshed to step down from Sky in 2007 and
rejoin News Corp as its Chairman and Chief Executive of its European and Asian
businesses, the Sky Board requested that he carry on in the capacrty of non- executrve

i .Charrman
[REDACTED].® G
- Commercral mfluence does not equate with edltorlal rnﬂuence o

As .stated above, the .scenano whrch the Secretary of State must address in the- current - -
"-case is not a change from no control- to full control-over Sky. Instead,the Secretary of.

‘State 'must consider whether a change from News Corp’s current degree of‘control over .

8Ky to News Corp. garnrng full legal control of Sky would result in rnsufflcrent plurahty for
- any relevant audlence in the UK ' : _

Desplte rts degree of control over Sky, News Corp does not currently exert edrtorlal_ .'
influence over Sky News. o :

ln this context, it is important to. refer to the CoA Judgment in Sky/ ITV:

when it comes to assessrng the plurality of the aggregate number of relevant
controllers and to considering the sufficiency of that plurality, the. Commission
" may, and should; take info account the actual extent ofthe control exercised and’
‘exercrsab/e overa re/evant enterpr/se ‘by another whether itis a case of deemed -
“controf resu/tlng from material influence under sectlon 26 or rather one of actual :
common ownership or contro/ 29 ‘ :

The lmplrcatron of this Judgment is that one cannot assume that commercral lnfluence
‘necessarily translatés into editorial influence. Equally, increasing the level of control to

fult legal control does not translate into the loss of Sky News’ edrtorral rndependence
In Sky/ ITV, the CC has recognrsed the edrtorlal 1ndependence of Sky News:

"BSkyB and the BBC, which both provrde news in- house emphasized the rolé of
their editorial staff in determining the day- -to- -day content of their programming.
~BSkyB told us that all editorial decisions regarding the content of BSkyB's various

- - .- —news-services.were- taken-by-the-Sky News- editorial staff.  BSkyB board’s.role. . .. . .

'was to consider the competitive strategy and funding of BSkyB'’s news content at
a high level, it had no tole in the day-to-day editorial contro! of Sky News content
on television or online. We 'receiyed no evidence from third parties to suggest

27
28
29

LIBO2/RABS/2609420

Prior to 2003 Mr. James Murdoch was an executive of News Corp, as were all prior CEOs of Sky.
[REDACTED: CONTAINS BUSINESS SECRETS]
CoA Judgment paragraph 121.
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_ that senior executives at BSkyB or rts parent companles exerted lnfluence
on the Sky News agend ' '

: ‘417 * -For the reasons set out below it is clear that'a steopinQ"up'in the 16vel of News Corp's

-degree of control over Sky to full legal control will iot translate mto a correspondmg
~exercrse of influence over Sky's editoriat pohcy

Sky News edltonal mdependence will be mamtamed

418 Editorial. deonsnons are not subject to alteratlon as a result .of the. change of a-
shareholders’ level of commercial influence. The CC report in'the SKy/ {TV case conflrms
that editcrial decisions in Tv news broadcasting are not taken at board level!

; "We note that both BSkyB and ITV have said that the edltor/al content of ITV news -
. would” be unlikely to be a matter of strategic importance. We receivéd no
evidence to suggest that it features as a key policy objective for either company.

We note, for example, that ITV's strategy update on 12 September 2007 made no

" merition " of particular strategic - objectives for news (with the exception of
statemerits about a reduction ir reg/ona/ news). - Our view that BSkyB's influence -

" over ITV is likely to relate to matters of strateg/c rmportanoe suggests that BSkyB "

- is unl/kely to have the abll/ty to exert mater/al rnf/uence over [TV in relat/on to the o
‘ ed/tor/a/ content of news

In*addition, the evidénce that we recerved suggested to us that there was a -
. strong . commltment to “editorial mdependence across television news '
broadcasting -which- would lead to ‘editors -resisting -any direct board..
intervention or intervention from shareholders to set the news agenda. Both
ITV and ITN demonstrated a strong commitment to editorial independence. ITV
said that it-is not conceivable that a shareholder in ITV' could successfully .
influence the editorial deCISIonS of its news programming’. ITN had in the past
' broadeast news stories. that were unfavourable either to the channel on which the
. news was prowded (eg in relation to phone- in qurzzes on Channel 4) or to other
- . commercial interests (eg- advert/sers) We saw- Ao reason why th/s should not
: .,‘-‘.cont/nue” (our. emphasws) :

4,19 .>The acqwsmon by News Corp of full legal control over Sky would not Jeopardlse the ’

edltorlal mdependence of Sky News for the follownng reasons

(@ - Skys editorial policy is- not a matter for Board determlnatlon In fact, to date,
editorial policy has not been a debated issue at Board level.

’ (o) As recognlsed by the CC despite its commerCIal influence over Sky, News Corp
' has not sought to influence the’ edttonal polloy of Sky News ‘

{c) The Sky News editorial directors are experienced individuals, each with expertxse
to manage and direct the editorial policy of Sky News

———{d)--— -There-is-no- evrdencethat mdependenLdL:eotors have had.to ~deferld" the_edltooal_m e
policy of Sky News against influence by News Corp executives.

(e) News Corp has no special arrangements with Sky News which would confer on it
' control over editorial policy.

3o
N

CC Report, paragraph 5.57.
CC Repont, paragraphs 5.67 and 5.68.
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f) 420 In addltlon the regulatory landscape makes a significant contrlbutlon to safeguard a plural
' media envnronment In rélation to TV broadcasting, the’ Broadcastlng Code requires that |
television néews is presented lmpartlally Thls was recognlsed as an. lmportant factor by
A the CC .
o "‘/n telev:s:on news, ex:st/ng regu/atory mechanlsms—-/nclud/ng qua//ty controls = .
_ (egin the' Broadcast/ng Code),: requirements .for. impartiality. and -quotas for
television néws and current affairs programming —— reduce the scope for influence - :
over edltorla/ dec:s:ons by owners of telews:on channe/s wh/ch broadcast news" 2
4.1 Furthermore the CC consldered that the regulatory Iandscape apphcable to ‘news
'~ broadcasters which protects editorial independence, can be contrasted with the position
~ vis-a-vis newspapers '
“Theré are fewer regulatory. restrictions on newspapers than on television news
" and,in particular,.newspapers are able and éxpected to take an explicit editorial
o . ~-position in relation to topical issues. All respondents to our questlonna/res foldus .
Y o ~ that day-to- day editorial decisions for newspapers and allied websites were made
R ‘ © 7 ... by editors and journalists,- and notbyboard directors’ or shareholders. However,

. boards usually play some ‘role in_the appomtment of editors, and may a/so'
. determine the overall po//t/cal stance in line thh the target aud:ence for @ -~
particular newspaper title." oo .

" 422  Therefore, in order for Sky News to remain a news broadcaster it must remain impartial in -
the presentation of news.. In partlcular Sky News could not take one party line without - = .
- risking losing its licence:- Finally, Sky's editorial' agenda is the outcome of .a complex - -
. interplay of multiple factors, described in moré detail in section 5 below.

"Conclusion -

4.23 News Corp's ability and incentive to rnfluence the Sky News editorial agenda will not be
: affected by the Transaction. There is every reason to believe that the current situation will
continue.  Sky's “editorial policy is ‘shaped by-.a complex |nterplay of ‘multiple factors.
;descnbed in more detail in section 5 below, agalnst a regulatory framework  which .
) safeguards . over-representatlon ‘of one- viewpoint. " It -is clear-'that the editofial * +
lndependence of Sky News would not be Jeopardlsed followrng the Transactlon and there
L - isno. ewdence to support the assertlon that it would be.

CC Report, paragraph 5.54.

= CC Report, paragraph 5.58.
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5. NOIMPACT ON SETTING OF THE NEWS AGENDA
. Overview -

5.1 . The plurality analysis. also invoives-the assessment of the- ability to "influence opinions - -
and control the agenda (our emphasls) - ) '

52 For’ the Transactlon to’influence or control the wider news. agenda two necessary '
conditions would need to hold, nerther of which are likely: - »

B (a) : Condxtlon 1: News Corp would need to be able and have an mcentlve to actually o
: exert control overthe Sky News agenda; and

(b) - Condition 2:. any control exerclsed by News Corp over Sky News’ agenda would
o need to lead in a srgnmcant change in the: W|der news agenda o

53. As explained in the report by Perspectrve Consultlng at Annex-ll, nelther of these
.conditions -would be satisfied,.since it is nat the case that News Corp could "control the .
agenda" wnthln Sky News or mare W|de|y as aresult of the Transactlon

5.4 P!urahty has mcreased smce the Commumcatnons Act was enacted and there is every.
- © .. rédson. to believe that it will continue tg increase with or. without the- Transaction. This -
situation raises the bar.for" intervention: on grounds -that the Transaction will lead to

. insufficient plurality. fl ' ‘ '

: No change in the SkytNews agenda .

5.5 Section 4 explamed that News Corp does not currently exercise. mfluence over Sky News
editorial agenda (despite the degree of control |t already has over Sky) Th|s would not be
changed by the Transaction. : - : B

56 In addxtlon to the reasons set out.in paragraphs 5.1 to 5.5 above, there are a number of
~ features of the provision and consumption of TV news whrch safeguard the mdependence
of the Sky News agenda from shareholder: rnfluence

(a) " Audiences have very partrcular expectatrons of TV news, whrch is a powerful force-
- for srmllanty between outlets. : : ,

() Much of the TV news agenda is driven by events of the day and access to shared
. news gathering resources. : .

{(c) = Impartiality requirements in the regu!atory framework, as mentloned in sectxon 4,
are lmportant constra|nts since they tnfluence story chonce as weII as "how storres
are treated

(d) For areas where plurality is most important (tor instance, election coverage) itis -
" inconceivable that a broadcaster would choose not to provide coverage of a key
story of the day, and once covering a story, i 'mpartialfty rules apply.

(e) TV news rooms have their own partlcular ethos and rmposmg a newspaper "
- approach will be difficult (and past transfers of senior newspaper staff to Sky have
generally been unsuccessful).

No change in the wider news agenda

34 DT Guidance, paragraph 7.7.
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5.7 Even it there were to be a change in Sky News’ agenda followmg the Transaction, this
would be hrghly unlikely to'lead to a situation where News Corp ‘could have : a sxgnrtlcant
influence ‘on the wnder news agenda lead|ng to rnsutflclency of plurality for any relevant‘_ '

' audlence : o .
. (a) ' . ;There are numerous flerce competrtors of’ News Corp and Sky The BBC in
. particular, is a- powerful independent voice; with secure: fundlng, a substantial -
- audience lead. in each of TV, radio and online news; ‘and a very high reputation
with consumers. It is most unlukely to become a follower of a News Corp/ Sky
‘News agenda ' : »
'(b) Perspective est|mates that Sky News currently has a 6.3% share of TV news
consumption, suggestlng a lxmlted ability to influence third parties.®
'(c)' News Corp/ Sky News outlets do not represent a partlcularly rmportant source of_
: stories for other outlets "As set out in the Perspective Report at Annex I, analysls
of news sources quoted by news provrders demonstrates that newspapers are by
no means the sole source of the stories they represent Looklng specmcally at UK
__ .sources,.an analysis of sources cnted by. Reuters demonstrates the lmportance of.
. -,the BBC as the leadmg source :
'; (d)_l - Consumers are rncreaslngly consumlng news from specrallst and. lnternatlonal '
~ outlets that are all the less llkely to be mfluenced by a change in news agenda at
.-one generallst UK outlet. '
(e) The internet. in partxcular.has»'led to far more diverse consumptlon..37 Online .
‘consumers benefit from news from news sources unavailable to them offline.
. Such consumers consume from a wider range of sources, exposing them to a far
-wider range of views. Moreover, the active mode of consumption” online (for
example, involving searching for a particular topic) makes users far less subject to
the agenda choices of one or more traditional news-outlets.
lncreased and i mcreasmg plurallty
There has been a dramatrc mcrease in pIurahty slnce the Communlcatlons Act was. '_
enacted
(@) .. There has been an increase in the range of ch0|ce of TV news, .and due to the rise
' _of digital TV, many more households have access.to that wider range.
(b)  The internet has had a transformative eftect’ Many more people are online, and
the ‘news consumpt|on of those online is up significantly compared to ‘2003,
- Moreover, online consumers “are using a range of news sources. dramatlcally
greater than that used by a typical news consumer in 2003.
(c) While TV remains the most important source ot news for consumers, it is
predlcted that the lnternet erI shortly overtake newspapers

5.9 Whlle there are a variety of posslble scenarios for the development of the UK medla
market in the future®, there is consensus amongst commentators on.a number of paints:.
(a') Convergence will continue, with what werg once entirely distinct media sectors

(TV, radio, newspapers and so on) increasingly being consumed via a single
% See, further, Perspective Report, Figure 8. ‘
% Ses, further, Perspective Report, Figure 4.
7 See, further, paragraph 6.6(c) below.
% ~See, further, Perspective Report, secticn 8.
LIBO2/RABS/2609420 . _ ' Hogan Lovells
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platform, the tnternet As high speed broadband rolls out, the mrgratron of TV
_onhne wrll accelerate This will br|ng mcreased competmve mtensrty and plurahty

"~ {b)’  Consumers will' be ever more active" both” in customrsrng their own personat

510

*agenda (via news search, alerts and so on)-and-in infliencing the. wider news: -

agenda (via Twitter, YouTube, blogsand so on). This marks a shift from less
* plural media to. more plural ‘media (since most consumers only take ‘one

o newspaper if -any), and a shift away from areas where News Corp and Sky are .. -

© stronger.to areas where they are relatlvely weak

(c). ' ‘We are at the beg|nn|ng of a surge of consumptron via mobtle devrces Wthh wrll .
bring the dynamics of plural, on-line consumption to areas (particularly out-of-
* home) that were prevrously the domain of paper based formats.

' One consequence of these developments ‘as noted by Perspecttve ts that there’ will be

arange of evolvmg approaches to- news capture and production.

. "{a) " If neéwspaper organlsatrons move info television, the véry different editorial and’

5.11

~technical demands of- broadeast news, coupled. with highly specmc regulatory
» ‘requlrements are hkely to mean that TV and pnnt newsrooms remarn separate for
. the foreseeable future. - )

(b)  Where broadcasters move into new rnedia .they will tend to place a central focus
on high quality audio ‘and video néws, with text and graphlcs in a'support role. For
these ventures, the culture of the TV hewsroom is likely t6 remain central, with.
-audiovisual content tailored to meet the high technucal and editorial specmcatlons
demanded by broadcasting use. «

Conclusion ..

News Corp already has a degree of control over Sky. - This does not translate into editorial
influence over Sky News. Post-Transaction, News Corp would not have any materially

. increased" .irifluerice over- the. Sky News editorial agenda than .it does’ today...The . .-
- Perspectwe Report shows that there is a range of constratnts that will continue to make it .~ -
" impractical ahd unlikely for News .Corp to influerice Sky News' editorial agenda and the.. - .

widef news agenda. Ultimately, a wide range of approaches will evolve to news capture
and production in the future post-Transactlon and those which appeal best to consumers

' wrll be most successful.

39
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SUFFICIENT PLURALITY POST-TRANSACTION

"Overview -

- As mentioned. in- section 3, the only audience for which the. combination.of a broadcaster -
and-a newspaper publisher could conceivably reduce plurality is a cross-media audience. -
Even if Ofcom assumés that there will be-a "head.courit’ reduction in the number of

-voices for a cross- medra audience, it must go on to consider whether that reductlon will

-result in rnsufﬂclent plurallty for any relevant audienca.

In order to carry out the analysis Ofcom must conslder () ‘how to measure the variety of
vonces avallable to each audience; and (i) what the Transaction changes (if anything).

The CC ‘analysed-the sufflclency of plurality for television audlences and cross-medid
audiences in 2007 and-had no concerns in relatron to the Sky/ ITV case which focused -
- not only a cross-media audience but also a single medium TV audience. Since 2007, the "
UK media landscape has evolved m ways which slgnal ever lncreasrng pluralsty in news

'prowslon

_Therefore the “only” reasonable conclusron is ‘that the Transaction does not lead to."
.,|nsufﬂC|ent plurality for any- audlence in the UK. We also considered, followxng the  Sky/
v precedent whether there were partrcular rndrvrduals within:the UK’ poputation who
currently rely only on news content from Sky News and News Internatronal This. grouplng'

was found to be of a mlnrmal srze (O 3% of the UK populatlon)

. Medla landscape

As it is shown in the FTI Report attached at Annex I, the level of plurality in the provision
of news to UK audiences across different media platforms is increasing, in terms of both

the number of voices and the range- of voices. Considering the media landscape f
. generally

C (@ ‘There is mcreased penetratlon of digital televrsron meaning a greater proportlon of -
"7 77 the population has access to a wider variety of channels. Consumier survey -
. Iresulfs for the second quarter-of 2010 show that take-up of digital televnsron inUK

" households stood at 92.7%, up by 2.9 percentage points year on year " one of -

the highest in Europe.

(b 'v.'The number of TV channels available in the’ UK S|gn|f|cantly exceed ‘any other

. country, as. 'shown in Figure 1 below.

40
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FTI Report, paragraphs 6.24 - 6.44.
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) . Figure 1: Number of channels by c'e_untry
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Note: Includes reg:onal varlat/ons not ona consistent bas:s w:th Ofcom s fzgures

{c) »An lncreasmg percentage of the UK population (currently standing at around 71%)
have home broadband access

News prowsmn -

8.6 - Lookmg specmcally at the rmphcaﬂons for news prov:s:on these changes xncrease the
avaxlablhty of a w1de range ofvoices:. i :

(@) There is a sngnmcant increase in. avaxlabxllty of TV news optlons to the UK
~audience over and above the traditional PSBs. - The BBC maintains & significant
lead in market share (31.4% of multichannel homes) and a wide variety of

S L .different dedicated - digital news channels are now accessible to many UK
- ’ : o . " consumers.”® - Furthermore, the BBC commands in aggregate around 75% of TV
) - news consumption as shown in Figure 2 below. . :

(b) The number of voices in news'p'apers and magazmes has not materlally increased
but nor has it matenally decreased. However the circulation of printed media is
steadily declining and so is the importance of this med;um on a cross-media basis
as a source of news for UK consumers ,

v '(c) On the other'hand, the internet has had a transformative effect on news plurality -
e e e aga-Means-of-accessing multiple NeWS SOUFCeS - - s -

0 There ‘has been an explosion in the number of online news sources.
comScore tracks 675 news websites in the UK of which more than 120
have over 100,000 UK visitors. 44

@ Ofcom Communications Marke! Reports.
“ See, turther, FTI Report, Figure 4.2.
_ e See, turther, FT! Report, Figure 4.8.°
— LIBO2/RABS/2609420 : Hogan Lovells
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(i) . The lnternet is.a convergmg medlum with offline news sources also
" tending to'bé the most important online Aeis sources.* These trends are
analysed in detail in sections 4 and 5 of the FT! Report. The internet also
" increased pluraiity in. news reporting adding to coriventional/offline news
~ sources/providers. For example news provision™ over .the “interriet is
characterised -by news aggregators in addition to ‘traditional  news
providers. News aggregators play a key role-in online news’ provxston As

the World Assoc1atlon of Newspapers has observed:

. “Today, the advent of /nternet and moblle news has only exacerbated the
prom/nence of news agencies and has possrbly caused more problems for

: newspapers. Instead of having to distribute their content through

newspapers or television stations, news agencres can d/rectly contact the

" “consumer through new media."®"

A Aggregators present a vast range of sources to their audience, mcludmg
-many they. would otherwise likely never come across .In the year.to
~ August 2010, UK visits to Google News were up 30%.% In the year to -
October-2010, 1,738 different sources48 have' appeared. on the Google
. News: ‘homepage .(and additional sources. have appeared on individual ..
story pages) Also; as.a result of the_creation of blogs,. political website -
and user generated- -content root stories are generated by a great variety
. of sources. The:Perspective Report analyses a number of mstances that

- show the lmportance of this phenomenon ln terms of plurality.*®

News consumptnon .

These developments in news provision are accentuated if Iooked at in the context. of the

trends in-news consumpt/on

(a) ',Crumally it is becommg easier and easier for UK consumers to access multnple -
- 'sources of news. Most UK consumers use 3- 4 dlfferent media platforms for news. - .

and follow 4-5 news sources dally

(b)~ .' As stated in the FT I Report research shows that TV is the imost’ popular mediim.
. for accessing news and BBC and ITV remain the most watched channels.® Sky
News, by contrast, accounts for approxxmately 6% of TV news consumptlon as

shown i in Flgure 2 below.:

Figure 2: Share of TV news consumption; 2010 year to date

51

See, further, paragraphs 5.7(e) and 5.8(b) above.

World Association of Newspapers, 2006.

Nielsen Online/TRP.

_Newsknile (subscription reguired) http://www. newskmte com/members/front_relevant newsO1 htmt
See, further, Perspective Report, pages 16 - 22.

See, further, FTI Report, paragraph 5.54.

See, further, FTi Report, paragraphs 5.51 - 5.53. -
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Additional cha_nnels.'(‘unrat'ed by BARB or with”
smaller share) include BBC Parliament, CNN, Fox.
News; Al Jazeera, RT, CNBC; Bloomberg, CCTV, -

58.2% -

Star News, France 24, Press TV and NKKH °

3.7% 3:.4% 1.9%

. 02%  01% 01% - 0.1%
NSO P, & I N
& g S /\\\.g?‘ o 5
! K L

“Source:

BARB Perspect/ve Assocrates analys:s ,
Channels include. viewing.of their +1. wheré approprlate
Volume of V/ewmg calculated based-on DurMin and. 000s

Notes: -

_ importance as ‘a 'source of news for consumers. -
| newspapers declrned by 3.5% between 2003 and' 2010 52

g (c) As noted above crrculatron in pnnted medla is rn long term dechne and $0 is rts
- - The circulation of pard-for‘ :

{d) The proportron of populatlon accessrng radio is up, while total time spent llstenrng

is down. BBC radio listening has remained more constant.

T (e) The internet is currentiy, accordmg a recent Mlntel report, the second most'

6.8

6.9.

Suffrcrent plurahty post-Transactron

.lmportant source of news wrth around 46% of UK populatron usnng it regularly.®®

around same

() . Time. spent watchrng TV news and consumrng news on the rnternet are about the

Online news consumers have a tendency to be much more promiscuous in terms of their

content. consumption than those who rely primarily on more traditional media:
- average of.outlets used on the internet is about 3.5, much higher than TV and

- newspapers. 55 The internet makes it much easier to immediately access multiple views -
“.on a topic .ot interest, without havrng to wait for specific broadcast times, -or purchase .

The

multiple copies of print newspapers (for example). Therefore, as the internet becomes an

the population to be regularly exposed to a wide variety of "voices".

: lncreasrngly important source of news, it is to be expected that an rncreasrng proportron of

Against this background, there is a high degree of variety and range of voices available to

This Transaction does nothing 10 alter this conclusion. In particular:

a cross media audience which comfortably meets the criteria of suffrcrency of plurality.

See, further, FT1 Report, Figure 4.8.

Mintel, Consumer Perceptlons of News Media, September 2010.
online.

Respeclively 0.36 and 0.29 hours, Touchpoints.

See, further, FT! Report, Table 5.1.
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(a)  The rmportance of onllne as a source of news wrll contrnue to grow and 80 wrll the

“plurality of voices that is rnherent in thls medrum

NN As’ ‘Perspective show time spent on onliné news sites has gréwn by 214% srnce' :

" - "2007, with-1,710-individual'news and information sites trackéd by comScore in the
UK (excluding news content on social networks, blogs and emails) in July 2010.%¢:
" Set against.this growing and increasingly fragmented onling landscape, Sky and-
" News Corp will continue to have a dlmlnutrve share of vaice.

(c) The number of TV news voices remalns unaltered as a result .of this Transaction .

- and will -continue to be led by BBC and ITV, wrth a wide range of addltlonal
broadcast news voices accesslble to most UK consumers,

(d)y . The number of radio news voices is entirely unaffected with agarn the BBC as the‘ ’.“
'~ leading player. .

' (e)  ~The number of newspaper enterprlses is not affected by the Transactron and in

RCARE

612
~ CC concluded that no more than 1- per cent of the UK population, and quite possibly less:
than this, received news from only ITV and/ or News International/ Sky. In the case of the -

6.13

6.14

any event, the relfative importance ot print newspapers as a source of news for UK -
~aud|ences is in‘long term’ declrne :

* Furtherimore, as set 6ut in more. detarl in the FTI Fteport57 FTI consrdered following the -

Sky/ TV precedent whether there were partlcular individuals within the UK’ populatlon )

who currently rely only on news content from Sky News and News lnternatlonal

: :(a) only 6% of UK: adults actlvely watch Sky News or visit SkyNews com and actrvely ‘

 read News Infernational newspapers or- actlvely vrsrt News. lnternatlonal websites -
{the “Sky/ NI Overlap Group™); ‘

(b) approxrmately 96% of the Sky/ NI Overlap Group rely on other news sources, rn_
addition to Sky and News lnternatlonal sources;

(c) . -only 0.3% of the Sky/ NI Overlap Group rely on only Sky and News lnternatronal
' news sources.

These results are srmrlar in. magnltude to the frndlngs of the CC in the Sky/ lTV ¢case. Thel .

Transaction, FTI found that only 0.3% of the populatron receive news.only from Sky and :

News Internatlonal

FTI also found that no: socio- economlc groupmg or nation in the UK .-was
dlsproportlonately affected 58 : .

ln any event consumers wrthln the group of consumers currently relylng prlrnarlly on Sky
News and News International could easily swrtch to different news providers or expand -

~ their choices for the consumption of news if they chose to do so. The potential avallabrllty
* of sources of news for this audience would be no different from the wide range and -

7

number-of-different voices available-to-the- UK-population-as-a whole.—

CONCLUSION

There is no basis to conclude that the Transaction would operate, or be expected to.

~ operate, against the public interest by way of any reduction in the plurality of enterprises

servrng any relevant audience in the UK.

£
57
S8
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See, further, Perspective Report, page 27.
FTi Report, paragraphs 6.24 - 6.4,
FT! Report, paragraphs 6.19 - 6.23..
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ﬂ . 7.2 First,-Sky News has always been edltorrally mdependent regardless of the degree of )
R . control News Corp has enjoyed or exércised over Sky's commercial policy over the years.”
- Secondly, the change to full control will not change this, as editorial indeperidence for UK
STV broadcasters is deeply routed in ‘the regulatory and cultural grain of the mdustry R
Thirdly, in any event, any effect of the Transaction on cross-iriedia audiences if any) is -
"hkely to be minimal. Fourthly, the strength and number of cross-media voicés has
mcreased since enactment of the’ Communlcatlons Act and will continue to -increase.

There is clearly -a_ sufficient plurality of voices avarlable to.. cross-medra audlences
followmg the Transactron

Hogan Lovells lnternatronal LLP - 4 " Allén & Overy LLP-

23 November 2010
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Y. ) o S Annex Ii
" - Past and »f_uiure trends in pl,urality and the setting of the néWs agenda -

A report by Perspé‘cti've Cbnsultiné -
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Annex i '

Glossary '

‘ The tollowmg main defmltlons aré used in tth submrssxon

}._Department for. Busmess Innovatlon and Skl”S
~ .. Of¢om Broadcasting Code, the most recent verslon of WhICh

took effect on 1 September 2010

"~ Competition Appeal Tribunal

British Sky Broadcasting v Competition Comm/ssmn and

. Secretary of State and Virgin Media-Inc v Competition

Commission and Secretary of State ([2008] CAT 25) 29

_ . September 2008.
" Competition Commission
. ‘Acquisition by British Sky Broadcasting Group Plc of.17. 9% of

the shares in ITV Plc, Report sent to Secretary of State (BERR), -
14 December 2007
Chief-Executive Officer

.. Chief Financial Officer -
. Court of Appeal:.

BSkyB v Competition Comm:ssron [201 O] EWCA C|v 2 Case

" 'Nos C12008/3053 and 3066

European Commission

Communications Act’ 2003

Chief Operatlng Officer

Digital direct-t6-home

Department of Trade and |ndustry

DT! “Guidance on the operation of the public mterest merger ,
provisions relatlng to newspaper and other media mergers May

- 2004
. Digital terrestrial telewsmn

Enterprise Act 2002

. " -Electrdnic | programmlng gwde ‘
-EU Merger Regulatlon (Council Regulatlon (EC) No. 139/. 2004)
An mterventron notice pursuant to section 67, Enterprise Act

- Explanatory notes to the Commu-nications Act

Free-to-air

.The report prepared by FT1 Consulting at Annex [ to th1s
submission
_ Internet Protocol telewsson

News Corporation

‘Office of Communications

Ofcom Report for the Secretary of State pursuant to Section 44A
of the Enterpnse Act 2002 of British Sky Broadcasting plc’s

acquisition of a 17.9% shareholdlng in 1TV ple, 27 April 2007
Office of Fair Trading

Acquisition by British Sky Broadcasting Group plc of 2 17.9 per
cent stake in ITV plc, OF T Report to the Secretary of State for
Trade and |ndustry”, 27 April 2007

The report prepared by Perspective Consulting at Annex Il to
this submission

‘Public Service Broadcaster

Hogan Lovells
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Secretary of State for Busmess Innovation and Skills
* British'Sky Broadcasting Graup ple
" UK adults who actively watch Sky News or visit SkyNews com’
“and actlvely read News Internatlonal newspapers or actlvely visit
" News Internatlonal websxtes o ‘
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{drom: Michel, Frederic 4
Sent: 24 January 2011 18:36
To: - |
Cc: ' SMITH, Adam . -
Subject: , News Corporation's Submissions in response to the Ofcom Report - Non-
' confidential versions ' '
Attachments: non-conf version of DCMS submission.of 14 January 2011.pdf

]

Here is the redacted version of our submission - CD-rom is on its way —
You should use this one rather than the one sent by email earlier today - the other submissions will be on the CD-rom ,
. warm regards

Fred A ' : “

( 4
II!lease 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 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. '

(’15 message and its attachments may contain legally privileged or confidential information. It is intended

Olely 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-MessageL-abs: (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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Qom: Michel, Frederic {
Sent: 24 lanuar: 2011 18:41
To: Michel, Frederic
Cc SMITH, Adam
Subject: : ' RE: News Corporation’s Submissions in response to the Ofcom Report Non-

confidential versions

Thanks a lot. appreciated ' o : ‘Z%

From:| Culture.gsi.gov.uk]

Sent: 24 January 2011 18:41 '

To: Michel, Frederic

Cc: SMITH, Adam

Subject: RE News Corporatlon 5 Submlssrons in response to the Ofcom Report - Non-confi dentxal versions

/--F{ed

N &ny thanks. I will call later on your mobile to confirm that everythlng is definitely going ahead as
planned :

From: Michel, Frederic [mai@ \ ﬂ
Sent: 24 January 2011 18:36

To: | :

Cc: SMITH, Adam ' '

Subject: News Corporation's Submissions in response to the Ofcom Report - Non-confi dentlal versions

]

Here is the redacted version of our submission - CD-rom is on its way —

You should use this one rather than the one sent by email earlier today - the other submissions will be on the CD-rom
{ 4™ regards

- Fred

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

The Newspaper Marketing Agency: Opening Up Newspapers:

——www.nmauk.couk . ______

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
__hay 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. It is intended

_solely for the named addressee. If you are not the addressee indicated in this message (or responsible for
( \}elivery 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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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 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 partnérship with MessageLabs. (CCTM Certificate Number
12009/09/0052.) On leaving the GSi this email was certified virus free.

(! (‘nmumcatlons 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. Itis intended
solely for the named addressee. If you are riot 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
,'.,.' o any of them. No representation is made that this email or its attachments are without defect. ;

is 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 automatically logged, monitored and/or recorded for legal purposes.
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(" yom: Michel, Frederic { ‘
sent: 25 January 2011 08:58
To: SMITH, Adam; ZEFF JON
Ce: : \ \
Subject: . News Corporation's response
Attachments: ReSponse to statement by Secretary of State 250111 FINAL (2).pdf

Please see attached. ~
Best
Fred

‘Frederic Michel
Director, Public Affairs, Europe

X i

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

The Newspaper Marketing Agency: Opening Up NeWspape'ré:

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

. @&reed or authorised by News International Limited or any member of its group. News International Limited

ay monitor outgoing or incoming emails as perrmtted by law. It accepts no 11ab111ty 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.
Communications via the GSi may be automatically logged, monitored and/or recorded for legal purposes.

v
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& News Corporation

NEWS RELEASE

For Immediate Release . ’ Contact: Alice Macandrew:
Miranda Higham:

Response to statement by Secretary of State for Culture, Olympics, Media and -
Sport

London, 25 January, 2011 — News Corporation continues to believe that its proposed
acquisition of the shares in BSkyB it does not own will not lead to there being insufficient
plurality in news provision in the UK. The company has put forward extensive and .
detailed evidence that the level of plurality in the UK has increased since 2003 (when the
Communications Act was enacted) — and since the ITV plurality review in 2007 when no
concerns were found about the sufficiency of plurality. :

News Corporation believes that Ofcom’s analysis is deficient in a number of ways. While
Ofcom acknowledges that the combmatlon of News Corporation and BSkyB would have
a minimal impact on consumers and would not enhance News Corporation’s ability to
influence the news agenda, it nevertheless concludes that the transaction may be
expected to operate against the public interest. :

News Corporation has made a submissio'n to the Department of Culture, Media and Sport
setting out a number of issues with the Ofcom report. However, in the interests of
progressing to a transaction, News Corporation has submitted an undertaking that we -
believe addresses Ofcom’s concerns. We will contmue to engage constructively with the
regulatory process. S

Notes to Editors:

On 21 December 2010, the European Commission cleared News Corporation’s proposed
acquisition of BSkyB under EU merger rules. The Commission concluded that the,
transaction would not impede effective competltlon in the European Economic Area or
any substantlal part of it.

News Corporation (NASDAQ: NWS, NWSA; ASX: NWS, NWSLV) had total assets as of
September 30, 2010 of approximately US$56 billion and total annual revenues of
approximately US$33 billion. News Corporation is a diversified global media company with
operations in six industry segments: cable network programming; filmed entertainment;

- television; direct broadcast satellite television; publishing; and other. The activities of News

Corporation are conducted principally in the United States, Continental Europe, the United
Kingdom, Australia, Asia and Latin Amenca
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('\jomz o Michel, Frederic t
sent: 27 January 2011 11:02
To: ZEFF JON _ g
Cc , : . SMITH, Adanm|
Subject: Timetable

Dear Jon,

Do lyou have further details on tt\e next stages? Are we meeting ‘OFT this week?
Warm regards

Fred

Sent from my iPhone

4’ .
Wlease consider the environment before printing this e-mail"

The Newépaper 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 1 Virginia St; London
E98 1XY), 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 thise-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 permltted by Iaw 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 orits
attachments are without defect.
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" om: " SECRETARY OF STATE'S OFFICE
Sent: _ 16 February 2011 18:43
To: : - 'Michel, Frederic’
Cc: - SMITH, Adam
Subject: ' RE: Confidential: Letter from to James Murdoch to Jeremy Hunt
Frederic

Thank you for your email, i can confirm receipt.

Department for Culture, Media and Sport

From: Michel, Frederic [‘
~ Sent: 16 February 2011 18:31

To: SECRETARY OF STATE'S OFFICE

Cc: SMITH, Adam : : :

Subject: Confidential: Letter from to James Murdoch to Jeremy Hunt

Please see attached,
Can you please confirm receipt.
Best ’

Frederic

Frederic Michel
. Director, Public Affairs, Europe
. News Corporation

From: Appella, Andrea | |
Sent: Wednesday, February 16, 2011 06:18 PM

To: Mi eric ‘

Cc: : . ‘
Subject: Confidential: Letter from to James Murdoch to Jeremy Hunt

points.

Andrea

Andrea Appella

C
~—Oeputy General Counsel, Europe & Asia
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News Corporation
2 Thomas More Square

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

The Newspaper Marketing Agencyé Opening Up Newspapers:

www.hmauk.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 notlfy 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
ésed or authorised by News International Limited or any member of its group. News International Limited

monitor outgoing or incoming emails as permitted by law. It accepts no liability for v1ruses introducei. -
this 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 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.

i_.,‘)
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& News Corporation

STRICTLY CONFIDENTIAL
CONTAINS BUSINESS SECRETS

Rt Hon Jeremy Hunt, MP ' '
Secretary of State for Culture, Olympics, Media qnd Sport

Department for Culture Medla and Spont

2-4 Cockspur Street
London SW1Y 5DH

16 February 2011

Dear Jeremy,

News Corp/BSkyB

MOD300009775
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James Murdoch
Chairman & CEO, Europe & Asia

ews Carnaratinn 3 Thamas Mers Sauare | ondon FGR 1Y
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§4 trictly Confidential __DRAFT: 16 February 2011 _ _ - {Deleted: Private and j

Contains Business Seerat e o e e e e e e o .
Contains Business Secrels, - e { Deletad: DRAFT

)

/
PROPOSED ACQUISITION BY NEWS CORPORATION OF UP TO 60.9 PER CENT OF BRITISH
SKY BROADCASTING GROUP PLC

UNDERTAKINGS GIVEN BY NEWS CORPORATION PURSUANT TO PARAGRAPH 3 OF
SCHEDULE 2 OF ENTERPRISE ACT (PROTECTION OF LEGITIMATE INTERESTS) ORDER 2003
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DRAFT: 16 February 2011

- 7 Deleted: Private and )
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| Deleted: 0012561-0000367
/| €O:13442445. 1
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Strictly Confidential DRAFT: 16 February 2011
Contains Business Secrets :

PROPOSED ACQUISITIO‘I BY NEWS CORPORATION OF UP TO 60.9 PER CENT OF BRITISH
SKY BROADCASTING GROUP PLC

UNDERTAKIN GS GIVEN BY NEWS CORPORATION PURSUANT TO PARAGRAPH 3 OF
SCHEDULE 2 OF ENTERPRISE ACT (PROTECTION OF LEGITIMATE INTERESTS) ORDER 2003
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DRAFT: 16 February 2011
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Strictly Confidential B ' . DRAFT: 16 February 2011
Contains Business Secrets
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DRAFT: 16 February 2011
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Strictly Confidential
Contains Business Secrets
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DRAFT: 16 February 2011
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Strictly Confidential . » . DRAFT: 16 February 2011
Contains Business Secrets '
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Strictly Confidential DRAFT: 16 February 2011
Contains Business Secrets
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' DRAFT: 16 February 2011
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Strictly Confidential . ) . DRAFT: 16 February 2011
Contains Business Secrets
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Sent:

- Tor
Subject

'Attachments: S

For Distribution to CPs

Michel, Frederic <
13July 2011'14:35

SMITH, Adam; ZEFF JON

News Corporatlon Statemerit regardmg BSkyB

‘ 130711 NWS Corp Statement re BSkyB FINAL pdf

o "Please consider the environment before printing‘thisle-lrnail" L

The Newsp aper Marketlng Agency: Opemng Up Newspapers

| WWW. nmauk co uk

Th15 e-mail and any attachments are confidential, rnay be legally pr1v11eged and are the property of NI ..

er number 81701 and ‘whose reg1stered office is-3 Thomas More. Square, ‘London E98 lXY VAT

' F‘ioup Limited (which is the holdmg company for the News International group, is registered in England

ber GB 243 8054 69), on whose systems they were generated If you have received this e-mail in error,

o please not1fy the sender 1rnrned1ate1y 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 NI Group Limited or’ any member of its group. NI.Group Limited may monitor outgoing or- 1ncormng '
ernalls as perrmtted by law It accepts no 11ab111ty for v1ruses Lntroduced by this e-mail.or attachments

This message and 1ts attachments may contain legally pr1v11eged or conﬁdent1a1 1nformatlon 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 deleté this message and its attachments and kindly notify the
sender by reply e-mail: Any cortent of this message and its attachments that does not relate to the official
:busmess of News Amerrca Incorporated ar its subsidiaries must be taken not to have begen sent or. endorsed
by any, of thern No representat1on is made that this ernail or its attachments are W1thout defect '

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

‘umber 2009/09/0052.) In case of problems, please call your.organisation’s IT Helpdesk.

umcatlons via the GSi may be- automat1ca11y logged, menitored and/or recorded for 1ega1 purposes
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NOT FOR RELEASE, PUBLICATION OR DISTRIBUTION (IN WHOLE OR IN PART) IN, INTO OR FROM .
— ANY JURISDICTION WHERE TO DO SO WOULD CONSTITUTE A VIOLATION OF THE RELEVANT
() . , LAWS OF SUCH JURISDICTION

- NEWS RELEASE

13 July 2011

NEWS ’CORPORATION WITHDRAWS PROPOSED OFFER
FOR BRITISH SKY BROADCASTING GROUP PLC

News Corporahon (“News Corp”) announces that it no longer intends t6 make an offér for the entire issued
and to be issued share capital of British Sky Broadcasting Group PLC (“BSkyB") not already owned by it *.

Chase Carey, Deputy Chairman, President and Chief Operating Officer, News Corporation, commerited: "We
believed that the proposed acquisition of BSkyB by News Corporation would benefit both companies but it
has become clear that it is too difficult to progress in this climate. News Corporation remains a committed
long-term shareholder in BSkyB. We are proud of the success it has achieved and our contribution to it."

. Enquiries:
( ‘ News C'orporation . ' L 1 Investors and analysts
Alice Macandrew ' - | Reed Nolte
Telephone: ‘ : o Telephone:

Teri Everett .-

Telephone |

Deutsche Bank o J.P. Morgan Cazenove

Gavin Deane : o Harry Hampson.

James Agnew ' - ' Hugo Baring

Telephone! : Telephone:] ‘ |

* For the purposes of Rule 2.8 and other relevant provisions of The City Code on Takeovers and Mergers
(“City Code"), News Corp reserves the right to announce an offer or possible offer or make or participate in
an offer or possible offer for BSkyB and/or take any other action which would otherwise be restricted under
Rule 2.8 of the City Code within the next six months in the event that: -

) ()" there is an announcement other than by News Corp or any subbsidiary of News Corp of an offer or
‘ possible offer for or a merger or possible merger with BSkyB; or
(i) BSkyB announces a whitewash proposal for Rule 9 purposes or a reverse takeover rot mvolvmg
: News Corp or any subsidiary of News Corp. : . _

In the event that News Corp is perrnitted pursuant to the City Code to announce an offer or possible offer for
BSkyB, News Corp reserves the right to do so at any price and at a price less than 700 pence per BSkyB
Share in the event that either: (i) it is recommended by the Board of BSkyB; or (ii) there is an announcement
by a third party of an offer or a possible offer for BSkyB at a price lower than 700 pence per BSkyB Share; or
(iii) BSkyB declares, makes or pays a dividend which is in excess of |ts stated d|V|dend pollcy at the tlme of
TTthiS announcement or (VY it is $0 permitted by the City Cods: T - ;

Any such offer or poss1ble offer by News Corp or any subsidiary of News Corp w1|| be sub;ect to obtaining
any requnred regulatory approval S

A copy of this announcement will be available on News Corp's website at www.newscorp.com. .
Deutsche Bank and J.P. Morgan Cazenove are acting as financial advisers to News Corp.

] Further information

Ry
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Deutsche Bank AG is authorised under German Banking Law (competent authority: BaFin — Federal
Financial Supervisory Authority) and authorised and subject to limited regulation by the FSA. Details about
the extent of Deutsche Bank AG's authorisation and regulation by the FSA are available on request.
Deutsche Bank AG, London Branch is acting as financial adviser to News Corp and no one else in
connection with the contents of this announcement and will not be responsible to any person other than
News Corp for providing the protections afforded to clients of Deutsche Bank AG, London Branch nor for
prov1d1ng advice in relation to any matters referred to herein.

J.P. Morgan Limited, which conducts its UK investment banking business as J.P. Morgan Cazenove and is
authorised and regulated in the United Kingdom by the Financial Services Authority, is acting for News Corp
and for no one else in connection with the matters set out.in this announcement and will not be responsible
to anyone other than News Corp for providing the protections afforded to clients of J P. Morgan Limited nor
for providing advice in relation to any matters set out in this announcement.

The distribution of this announcement in jurisdictions other than the United Kingdom and the availability of
any offer to shareholders of BSkyB who are not resident in the United Kingdom may be affected by the laws
of relevant jurisdictions. Therefore any persons who are subject to the laws of any jurisdiction other than the
United Kingdom or shareholders of BSkyB who aré not resident in the United Kingdom will need to inform

themselves about, and observe, any applicable requirements.
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