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Information in this proxy statement/prospectus is not complete and may be changed. We may not sell the securities offered by this proxy statement/prospectus until
the registration statement filed with the Securities and Exchange Commission is effective. This proxy statement/prospectus does not constitute an offer to sell or a
solicitation of an offer to buy any securities in any jurisdiction where an offer or solicitation is not permitted.
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QUESTIONS AND ANSWERS 

        The questions and answers below highlight only selected information about the special meeting and how to vote your shares. You should read carefully the entire proxy
statement/prospectus, including the Annexes and the additional documents incorporated by reference herein, to fully understand the proposals being considered at the special
meeting.

Q: When and where is the special meeting? 

A: The special meeting will be held at [        ] a.m., local time, on [                        ], 2009 at the [                        ], telephone [(      )       -        ]. 

Q: What is the record date for the special meeting? 

A: The record date for the special meeting is 5:00 p.m., New York City time, on October 9, 2009. 

Q: What is the purpose of the special meeting? 

A: To consider and vote on each of the redemption proposal and the adjournment proposal and each of the transaction proposals. 

Q: What is the proposed Split-Off for which hold�N h SRATGXRGRNR XN �s p�dfo�e ̨ቐ�-f䈥 ?e À�退
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Series B common stock (the Malone Contribution). All other holders of LEI Series A common stock and LEI Series B common stock will receive shares of Holdings
Class A common stock in the Mergers. For more information, see "Summary—DTV Business Combination", "Special Factors" and "DTV Business Combination"
below. The sole stockholder of LEI prior to the Split-Off voted in favor of the adoption of the Merger Agreement and the transactions contemplated thereby at a meeting
of the sole stockholder of LEI.

You are also being asked to vote to authorize the adjournment of the special meeting by Liberty Media, to permit further solicitation of proxies, if necessary or
appropriate, if su�e
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Because the approval of the transaction proposals by a majority of the voting power of the disinterested holders of Liberty Entertainment common stock is not so
required, Liberty Media believes that the approval of the transaction proposals will have certain?�ii �?�ano
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not completed, LEI will become an independent, publicly-traded company upon completion of the Split-Off and will share its principal executive offices with Liberty Media at
12300 Liberty Boulevard, Englewood, Colorado 80112, and its main telephone number will be (720) 875-5400.

  
The DIRECTV Group, Inc. 

        DIRECTV is a leading provider of digital television entertainment in the United States and Latin America. Its two business segments, DIRECTV U.S. and DIRECTV
Latin America, which are differentiated by their geographic location, are engaged in acquiring, promoting, selling and/or distributing digital entertainment programming via
satellite to residential and commercial subscribers.

• DIRECTV U.S.    DIRECTV Holdings LLC and its subsidiaries (DIRECTV U.S.), is the largest provider of direct-to-home (DTH), digital television services
and the second largest provider in the multi-channel video programming distribution (MVPD) industry in the United States. As of June 30, 2009, DIRECTV
U.S. had over 18.3 million subscribers. 

• DIRECTV Latin America.    DIRECTV Latin America (DTVLA) is a leading provider of DTH digital television services throughout Latin America. DTVLA is
comprised of: PanAmericana, which provides services in Venezuela, Argentina, Chile, Colombia, and certain other countries in the region through DIRECTV's
wholly owned subsidiary, DIRECTV Latin America, LLC; DIRECTV's 74% owned subsidiary, Sky Brasil Servicos Ltda. (Sky Brazil); and DIRECTV's 41%
equity method investment in Innova, S. de R.L. de C.V. (Sky Mexico). The stock of the former DTVLA subsidiary providing such services to Puerto Rico has
been placed in a trust to comply with certain conditions of the Federal Communications Commission (FCC) as described below. As of June 30, 2009,
PanAmericana had approximately 2.4 million subscribers, Sky Brazil had approximately 1.7 million subscribers and Sky Mexico had approximately 1.8 million
subscribers.

        DIRECTV's principal executive offices are located at 2230 East Imperial Highway, El Segundo, California 90245, its main telephone number is (310) 964-5000 and its
website is located at www.directv.com.

  
DIRECTV 

        Holdings is a newly-formed Delaware corporation that is currently a wholly owned subsidiary of DIRECTV, but, upon completion of the Mergers, will become a publicly-
traded holding company named "DIRECTV" that will own all the outstanding equity interests in DIRECTV and LEI. Holdings was formed solely in contemplation of the
Mergers, has not commenced any operations, has only nominal assets and has no liabilities or contingent liabilities, nor any outstanding commitments other than pursuant to the
Merger Agreement and related agreements. The Class A common stock of Holdings is expected to be listed on the Nasdaq Global Select Market under DIRECTV's current
ticker symbol, "DTV." The Class B common stock of Holdings will not be listed on any stock exchange. For information regarding the business of Holdings following the
Mergers, please see Annex A of this proxy statement/prospectus.

        Upon completion of the Mergers, Holdings will become an independent, publicly-traded company and will have its principal executive offices at 2230 East Imperial
Highway, El Segundo, California 90245, its main telephone number will be (310) 964-5000 and its website will be located at www.directv.com.

  
DTVG One, Inc. 

        DTVG One, Inc. which we refer to as Merger Sub One,

3staldly owned subsidiary of Holdings formed solely to effect the Select  assets and has sehs ewic sset bsited has sehshad Nb
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Legal Proceedings Regarding the DTV Business Combination" and further described in the section "DTV Business Combination—Legal Proceedings Regarding the DTV
Business Combination") proposed to be executed in connection with an agreement in principle reached by the parties to certain litigation brought on behalf of the DIRECTV
stockholders; (ii) that Liberty Media and LEI will not consummate the Split-Off until the first to occur of (x) all of the conditions precedent set forth in the Merger Agreement
(other than certain specified conditions precedent relate�鍵�Procfconditio
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 •  The Split-Off enables Liberty Media to retain Starz Entertainment and the other assets that will remain in the Entertainment Group, which
the Liberty Media board believes were undervalued by DIRECTV during preliminary transaction structure discussions with its
representatives.

 
The Liberty Media board also considered the benefit to Liberty Media as a whole and the other two tracking stock groups of retaining Starz
Entertainment, WildBlue Communications, PicksPal, FUN Sports and a significant cash position at the Entertainment Group. Because the
remaining Entertainment Group would include revenue generating assets, including the "anchor" asset of Starz Entertainment, as well as a
significant amount of cash, it would enhance the financial position of Liberty Media as a whole. In addition, although these assets would
continue to be attributed to the Entertainment Group, the cash flow generated by these businesses as well as the cash on hand could be made
available to the other groups in the form of loans or the creation of inter-group interests, which may result in terms more favorable to the
Capital Group and the Interactive Group than could be obtained from third parties given current conditions in the capital markets.

Treatment of Outstanding Equity
Awards

 
Stock incentive awards with respect to shares of Liberty Entertainment common stock are held by directors, officers, employees and
consultants of Liberty Media and certain of its subsidiaries under the Liberty Media Corporation 2007 Incentive Plan (the 2007 Incentive
Plan) and various other stock incentive plans administered by the Liberty Media board of directors or its incentive plan committee. As a
result of the Split-Off, options and stock appreciation rights with respect to Liberty Entertainment common stock will be split into LEI stock
awards and adjusted Liberty Entertainment stock awards. All outstanding restricted shares of Liberty Entertainment common stock will be
treated in the same manner as outstanding unrestricted shares of Liberty Entertainment common stock in the Split-Off.

LEI Common Stock
 

LEI Series A common stock, LEI Series B common stock and LEI Series C common stock are identical in all respects, except that:
 

•
 

LEI Series A common stock entitles its holder to one vote per share, LEI Series B common stock entitles its holder to ten votes per share,
and LEI Series C common stock does not entitle its holder to any voting rights (except as required by Delaware law and the LEI restated
charter);
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Comparison of Liberty Entertainment
Common Stock and LEI Common
Stock

 

The Liberty Entertainment common stock is a
tracking stock of Liberty Media. Accordingly, the
Liberty Entertainment common stock includes terms
that are specixࠥࠀ�rlu
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outstanding share of DIRECTV common stock (other than those owned by DIRECTV or LEI) will be exchanged for one share of Class A common stock of Holdings. Each
share of Holdings Class A common stock will entitle the holder to one vote per share, and each share of Holdings Class B common stock will entitle the holder to 15 votes per
share and to limited consent rights relating to certain share distributions and amendments to the Holdings charter. As a result of the DTV Business Combination, the former LEI
stockholders will own approximately 56% of the outstanding Holdings common stock, which will entitle them in the aggregate to approximately 67% of the voting power of
Holdings, with the former DIRECTV stockholders owning the remaining equity and voting interests in Holdings. The former LEI stockholders will be entitled to exercise
aggregate voting power of Holdings that is greater than their aggregate equivalent equity percentage in Holdings due to the issuance of the high-vote Holdings Class B common
stock to the Malones in the DTV Business Combination. For additional information on the allocation of these Holdings ownership interests among the holders of Liberty
Entertainment common stock, see "—Comparison of Ownership Interests" below.

        At the special meeting, holders of Liberty Entertainment common stock, excluding shares beneficially owned by Mr. Malone, certain affiliated persons of Mr. Malone and
the other directors and officers of Liberty Media, will be asked to consider and vote on each of the following three, related transaction proposals:

• the minority redemption proposal, pursuant to which they would approve (i) the Split-Off and (ii) the transactions contemplated thereby (including the
transactions contemplated by a reorganization agreement to be entered into between Liberty Media and LEI (the Reorganization Agreement)); 

• the merger proposal, pursuant to which they would approve (i) the Merger Agreement and (ii) the transactions contemplated thereby (including the LEI Merger);
and 

• the contribution proposal, pursuant to which they would approve (i) the Malone Agreement and (ii) the transactions contemplated thereby (including the Malone
Contribution).

The approval of the transaction proposals is not required by either the terms of the Liberty Media charter or Delaware law, but is a contractual requirement under the terms of
the Merger Agreement as a condition to the Mergers. Each of the minority redemption proposal, merger proposal and contribution proposal is dependent on the other, and the
DTV Business Combination will not be implemented unless they are all approved at the special meeting. Even though approval of the transaction proposals is not legally
required, Liberty Media is submitting each of the transaction proposals to the disinterested holders of Liberty Entertainment common stock for their approval. As further
described elsewhere in this proxy statement/prospectus, Liberty Media believes that approval of each of the transaction proposals by the disinterested holders of Liberty
Entertainment common stock should have certain effects under Delaware law. For more information on why Liberty Media is seeking approval of the transaction proposals, see
"DTV Business Combination—Purpose of the Transaction Proposals" below.

        The Merger Agreement and the Malone Agreement are included as Annex E and Annex F, respectively, to this proxy statement/ prospectus. For a description of the
ancillary agreements entered into, or to be entered into, among the parties in connection with the DTV Business Combination, see "Transaction Agreements—Agreements
Relating to the DTV Business Combination" below.

        Holders of Liberty Entertainment common stock will also be asked to vote to authorize the adjournment of the special meeting by Liberty Media, if necessary or
appropriate, to solicit additional proxies if sufficient votes are not represented at the special meeting to approve each of the transaction proposals in accordance with the Merger
Agreement.
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        The following summarizes selected terms of the DTV Business Combination. For more information, please see "Special Factors," "DTV Business Combination" and
"Transaction Agreements" below.

Structure of the DTV Business
Combination

 
To accomplish the DTV Business Combination, Holdings was formed by DIRECTV, as its wholly owned subsidiary, with two wholly owned
subsidiaries, Merger Sub One and Merger Sub Two.

 
At the effective time of the Mergers:

 
•

 
In the DIRECTV Merger, Merger Sub One will merge with and into DIRECTV with DIRECTV as the surviving corporation; and

 
•

 
In the LEI Merger, Merger Sub Two will merge with and into LEI with LEI as the surviving corporation.

 
Immediately prior to the Mergers, in the Malone Contribution, each share of LEI Series B common stock held by the Malones will be
exchanged for a number of shares of Class B common stock of Holdings equal to the LEI Exchange Ratio.

 
As a result of the Mergers and the Malone Contribution, each of LEI and DIRECTV will become wholly owned subsidiaries of Holdings.

 
The following diagram illustrates the material steps of the DTV Business Combination.
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After the Split-Off and Before the Mergers
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LEI Exchange Ratio
 

The LEI Exchange Ratio equals 1.11111, subject to adjustment to reflect (i) changes in the number of outstanding shares of Liberty Entertainment
common stock from March 1, 2009 through u�Ent o阀1, 
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 satisfied or waived, and as a result, it is possible that the transaction might not be completed.
 

•
 

The interests of Liberty Media's directors and executive officers and the interests of DIRECTV's directors and executive officers in the
DTV Business Combination described under "The DTV Business Combination—Interests of Certain Persons" below.

 
•

 
That, since the number of Holdings shares to be issued in the LEI Merger is fixed, rather than based on a floating exchange ratio that
accounts for fluctuations in share prices, the market value of such shares at the time they are initially issued to LEI stockholders may
vary significantly from the market value of the Liberty Entertainment common stock or DIRECTV common stock on the date of the
Merger Agreement, on the date of this proxy statement/prospectus, or on the date of the special meeting;

 
•

 
That the payment of costs related to the Mergers will adversely affect the short-term operating results and cash flows of Holdings;

 
•

 
That, following the Mergers, Mr. Malone may have significant influence over corporate matters considered by Holdings and its
stockholders due to his position as Holdings' Chairman of the Board and the Malones' approximate 24.2% voting power in Holdings;

 
•

 
That certain provisions of the Merger Agreement that require LEI to pay DIRECTV termination fees and expense reimbursements
could deter a third party from making a competing acquisition proposal for LEI or assets of LEI, including its DIRECTV shares, or
affect the structure, pricing and terms of any competing proposal made by a third party, possibly to the detriment of LEI's stockholders;

 
•

 
That the successful integration of DIRECTV's and LEI's organizations, procedures and operations may divert Holdings management's
focus and resources from the core direct-to-home satellite operating business during the integration process; and

 
•

 
That the excess share provisions in the Holdings charter has the effect of placing limitations on the shares held by certain stockholders,
which may make it difficult for a third party to acquire Holdings.

Opinion of Financial Advisor to the
Liberty Media Board

 

The Liberty Media board of directors retained Goldman Sachs as its financial advisor in connection with the Mergers. On May 3, 2009,
Goldman Sachs orally rendered its opinion to Liberty Media's board, subsequently confirmed in writing, that as of May 3, 2009 and based
upon and subject to the factors and assumptions set forth in the written opinion, the LEI
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   of the Class B common stock, and (iii) certain charter amendments, including amendments relating to the consent rights of the holders of
the Holdings Class B common stock, the voting rights of the Holdings common stock, the terms for automatic conversion of the Holdings
Class B common stock into Holdings Class A common stock, the terms of distributions or dividends (including share distributions), the
requirement that the corporation reclassify the Holdings common stock on an equal per share basis; the exemption of the Malones and
certain transferees from the terms of the provisions relating to the excess shares, the terms requiring that the consideration received in
certain corporate transactions by Holdings Class B stockholders to not be less than the consideration received by Holdings Class A
stockholders, Holdings' right to redeem the Holdings Class B common stock upon the death of Mr. Malone, and the terms of liquidation,
dissolution or winding-up of Holdings, except that no consent of the Holdings Class B common stock will be required for Holdings to
enter into certain transactions with non-affiliates of Holdings, regardless of whether such transactions would result in any amendment or
change described in clauses (ii) or (iii) above;

 
•

 
subject to certain events that would result in the termination of this right, holders of Holdings Class A common stock have the right to
approve any merger, consolidation or sale of all or substantially all of the assets of Holdings which requires stockholder approval but
provides for a payment of per share consideration to the holders of Holdings Class B common stock that is different from the per share
consideration received by holders of Holdings Class A common stock; and

 
•

 
shares of Class B common stock are not convertible into shares of Class A common stock at the election of the holder; however, each
share of Class B common stock will be automatically converted, upon the transfer of such share to a transferee that is not an affiliate of
the transferor which is effected through a public transfer, into one share of Class A common stock. Class A common stock and Class C
common stock are not convertible. For this purpose, a "public transfer" means a transfer that (i) is effected on any stock exchange, in the
over-the-counter market, or on any electronic screen-based or automated securities trading market and (ii) involves a broker, dealer or
market maker.

 
If final court approval of the stipulation of settlement is not obtained by June 30, 2010, the settlement and certain related changes to the
Holdings charter and by-laws, including the right described in the third bullet point above, will become null and void.
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 The holders of each class of Holdings common stock
will be subject to an automatic transfer of their shares
to a trust upon certain transfer or non-transfer events
and the resultant loss of ownership rights to those
shares (other than the right to receive certain proceeds
upon the sale of those shares by the trust). For more
information about the Holdings excess share
provisions, see "—Comparison of Liberty
Entertainment Common Stock and LEI Common
Stock" below and "Description of Common Stock and
Comparison of Stockholder Rights."

 
In addition, holders of Holdings Class B common
stock are entitled to receive per share consideration in
any business combination that is not less than the per
share consideration received by the holders of
Holdings Class A common stock in such business
combination.
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 exclusive benefit of a charitable beneficiary and the stockholder y���



 

Table of Contents

   with any fractional number being rounded up to the next whole number).
 

In addition, a majority of the Holdings board will be required to be Qualifying Directors (as defined in the section "DTV Business
Combination—Legal Proceedings Regarding the DTV Business Combination"). This requirement was included pursuant to the terms of the
proposed stipulation of settlement and will terminate if the stipulation of settlement has not received final approval of the court by June 30,
2010 and upon the occurrence of certain other events.

 
The entire board of directors of Holdings at the effective time of the Mergers will be up for reelection at the first annual meeting of
stockholders of Holdings after the effective time of the Mergers. That meeting will occur during the first full calendar year following the year
in which the effective time of the Mergers occur. Pursuant to the Holdings charter, at such first annual meeting, the board of directors of
Holdings will be classified into three classes, as is currently the case for the board of directors of DIRECTV. In connection with this
classification of the Holdings board, the LEI Designees (or their successors) will be placed in separate classes with each LEI Designee's class
designation to be made in accordance with a resolution of the LEI board to be delivered to Holdings prior to the Merger Effective Time.

 
In addition, immediately prior to the Malone Contribution, the Holdings board will appoint the initial members of each of the nominating and
corporate governance committee and the compensation committee. Each such committee will be composed of three or four members with
each such committee including a LEI Designee who qualifies as an independent director for Nasdaq purposes. Alternatively, each such
committee may be composed of five members if the one additional independent director described above (i) is then serving on the Holdings
board and (ii) is appointed to serve as the fifth member of such committee. Additionally, at least 50% of the members of the audit committee,
compensation committee and any special transaction committee established by the Holdings board for the purpose of evaluating a change of
control transaction proposal received by Holdings will consist of Qualifying Directors. The requirement described in the immediately
preceding sentence was included pursuant to the terms of the proposed stipulation of settlement and will terminate if the stipulation of
settlement has not received final approval of the court by June 30, 2010 and upon the occurrence of certain other events.
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Malone Agreement
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 Holders of Liberty Entertai
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 terminated because the Liberty Stockholder Approval is not obtained and a third party acquisition proposal is made prior to such
termination and (i) within nine months of the termination Liberty Media or LEI enters into a third party acquisition proposal and the
transactions contemplated by the acquisition proposal are consummated or (ii) Liberty Media or LEI otherwise consummates an acquisition
proposal within nine months of the termination. LEI may also be obligated to pay DIRECTV the expense reimbursement if a third party
acquisition proposal is made known and the requisite Liberty Stockholder Approval is not obtained.

 
In some circumstances, including those involving a change in the DIRECTV board's recommendation in favor of the Merger Agreement or
a third party acquisition proposal, DIRECTV may become obligated to pay a termination fee to LEI of $450 million and an expense
reimbursement of up to $10 million. DIRECTV may also be obligated to pay LEI the same termination fee and expense reimbursement if
the Merger Agreement is terminated because the DIRECTV Stockholder Approval is not obtained and a third party acquisition proposal is
made prior to such termination and (i) within nine months of the termination DIRECTV enters into a third party acquisition proposal and
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Comparative Per Share Market Price and Dividend Information 

  Liberty Media Market Price 

        The following table sets forth the range of high and low sales prices of shares of Liberty Entertainment common stock on the Nasdaq Global Select Market since its initial
issuance in March 2008.

  Liberty Entertainment  
  Series A (LMDIA)  Series B (LMDIB)  
  High  Low  High  Low  
2008              
 First quarter (beginning March 4)  $27.07  19.65  26.51  20.46 
 Second quarter  $27.48  22.12  27.41  22.46 
 Third quarter  $28.64  22.33  28.95  22.48 
 Fourth quarter  $25.26  9.47  24.95  9.69 

2009
             

 First quarter  $20.94  16.03  20.10  15.25 
 Second quarter  $27.07  19.54  27.23 
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RISK FACTORS 

        In addition to the other information contained in, incorporated by reference in or included as an Annex to this proxy statement/prospectus, you should carefully
consider the following risk factors in deciding whether to vote to approve the proposals.

        The risk factors described in this section have been separated into two groups:

• risks that relate to the Split-Off, which include risks relating to an investment in LEI and the capital structure of LEI and risks relating to LEI's ownership of an
interest in DIRECTV following the Split-Off assuming the DTV Business Combination is not completed immediately following the Split-Off or at all; and 

• risks that relate to the DTV Business Combination, which include risks relating to the Mergers and risks relating to an investment in Holdings and the capital
structure of Holdings.

        The risks described below and elsewhere in this proxy statement/prospectus are not the only ones that relate to the Split-Off, an investment in LEI, the DTV Business
Combination and an investment in Holdings. The risks described below are considered to be the most material. However, there may be other unknown or unpredictable
economic, business, competitive, regulatory or other factors that also could have material adverse effects on LEI, Holdings or an investment in their respective common stock.
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        Computer viruses transmitted over the Internet have significantly increased in recent years, thereby increasing the possibility of disabling attacks on and damage to
websites of LEI's subsidiaries and business affiliates whose businesses will be dependent on the Internet. In addition, certain of LEI's subsidiaries and business affiliates rely on
third-party computer systems and service providers to facilitate and process a portion of their transactions. Any interruptions, outages or delays in these services, or a
deterioration in their performance, could impair the ability of these subsidiaries and business affiliates to process transactions for their customers and the quality of service they
can offer to them.

        The success of certain of LEI's subsidiaries and business affiliates depends on audience acceptance of their programs and programming services which is difficult to
predict.    Entertainment content production is an inherently risky business because the revenue derived from the production and distribution of a cable program depends
primarily upon its acceptance by the public, which is difficult to predict. The commercial success of a cable program depends on the quality and acceptance of other competing
programs released into the marketplace at or near the same time, the availability of alternative forms of entertainment and leisure time activities, general economic conditions
and other tangible and intangible factors, many of which are difficult to predict. Audience sizes for cable programming are important factors when cable and DTH satellite
video providers negotiate affiliation agreements with cable programmers and, in the case of cable programming, when advertising rates are negotiated. Consequently, low
public acceptance of cable programs could hurt the ability of LEI's subsidiaries and business affiliates to maintain rates charged to affiliates, subscribers and advertisers.

        No assurance can be made that LEI will be successful in integrating any acquired businesses.    LEI's businesses and those of its subsidiaries may grow through
acquisitions in selected markets. Integration of new businesses may present significant challenges, including: realizing economies of scale in programming and network
operations; eliminating duplicative overheads; and integrating networks, financial systems and operational systems. No assurances can be made that, with respect to any
acquisition, LEI will realize anticipated benefits or successfully integrate any acquired business with its existing operations. In addition, while LEI intends to implement
appropriate controls and procedures as it integrates acquired companies, LEI may not be able to certify as to the effectiveness of these companies' disclosure controls and
procedures or internal control over financial reporting (as required by U.S. federal securities laws and regulations) until LEI has fully integrated them.

        If, following the Split-Off, LEI is unable to satisfy the requirements of Section 404 of the Sarbanes-Oxley Act of 2002, or LEI's internal control over financial
reporting is not effective, the reliability of LEI's financial statements may be questioned and LEI's stock price may suffer.    Section 404 of the Sarbanes- Oxley Act of 2002
requires any company subject to the reporting requirements of the U.S. securities laws to complete a comprehensive evaluation of its and its consolidated subsidiaries' internal
control over financial reporting. To comply with this statute, LEI will be required to document and test its internal control procedures; LEI's management will be required to
assess and issue a report concerning LEI's internal control over financial reporting; and LEI's independent auditors will be required to issue an attestation regarding its internal
control over financial reporting. LEI's compliance with Section 404 of the Sarbanes-Oxley Act will first be tested in connection with the filing of its Annual Report on Form 10-
K for the fiscal year ending December 31, 2010. Although LEI does not expect the annual costs to comply with Section 404 to be significant (based on its preliminary
assessments), the rules governing the standards that must be met for LEI's management to assess its internal control over financial reporting are complex, subject to change, and
require significant documentation, testing and possible remediation to meet the detailed standards under the rules. During the course of its testing, LEI's management may
identify material weaknesses or deficiencies which may not be remedied in time to meet the deadline imposed by the Sarbanes-Oxley Act. If LEI's management cannot
favorably assess the effectiveness of its internal control over financial reporting when it's required to do so or LEI's
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auditors identify material weaknesses in its internal control, investor confidence in LEI's financial results may weaken, and LEI's stock price may suffer.

        LEI has overlapping directors and management with Liberty Media and Liberty Global, Inc. (LGI), which may lead to conflicting interests.    Executive officers of
Liberty Media will also serve as executive officers of LEI pursuant to a services agreement that will be entered into between Liberty Media and LEI in connection with the
completion of the Split-Off, and the directors of Liberty Media will also serve as the initial directors of LEI. John C. Malone is the Chairman of the Board of Liberty Media and
LGI and will serve as the Chairman of the Board of LEI. In addition, three other directors who serve on LGI's board also serve on the Liberty Media board. Immediately
following the Split-Off, neither Liberty Media nor, to its knowledge, LGI will have any ownership interest in LEI, and LEI will not have any ownership interest in Liberty
Media or LGI. LGI is an independent, publicly-traded company and the largest international cable operator based on number of subscribers as of December 31, 2008. The
executive officers and the members of LEI's board of directors have fiduciary duties to its stockholders. Likewise, any such persons who serve in similar capacities at Liberty
Media and/or LGI have fiduciary duties to that company's stockholders. Therefore, such persons may have conflicts of interest or the appearance of conflicts of interest with
respect to matters involving or affecting their respective companies. For example, there may be the potential for a conflict of interest when LEI, LGI or Liberty Media looks at
acquisitions and other corporate opportunities that may be suitable for each of them. Moreover, most of LEI's directors and officers will continue to own Liberty Media and/or
LGI stock and options to purchase Liberty Media and/or LGI stock. These ownership interests could create, or appear to create, potential conflicts of interest when these
individuals are faced with decisions that could have different implications for LEI and/or LGI or Liberty Media. Any potential conflict that could qualify as a "related party
transaction" (as defined in Item 404 of Regulation S-K) will be subject to review by an independent committee of the applicable issuer's board of directors in accordance with
its corporate governance guidelines. Any other potential conflicts that arise would be addressed on a case-by-case basis, keeping in mind the applicable fiduciary duties owed by
the executive officers and directors of each issuer. From time to time, Liberty Media or LGI or their respective affiliates may enter into transactions with LEI and/or its
subsidiaries or other affiliates. Although the terms of any such transactions or agreements will be established based upon negotiations between employees of the companies
involved, there can be no assurance that the terms of any such transactions will be as favorable to LEI or its subsidiaries or affiliates as would be the case where the parties are
completely at arms' length.

        LEI may compete with Liberty Media and LGI for business opportunities.    Certain of Liberty Media's subsidiaries and business affiliates own or operate domestic or
foreign programming services that may compete with the programming services offered by LEI's businesses. Certain of LGI's subsidiaries and business affiliates offer
international cable and DTH satellite distribution services in areas outside the U.S. in competition with DTVLA. LGI also has subsidiaries or business affiliates that own or
operate foreign programming services that may compete with those offered by LEI's businesses. LEI has no rights in respect of U.S. or international programming or
international distribution opportunities developed by or presented to the subsidiaries or business affiliates of Liberty Media or LGI, and the pursuit of these opportunities by
such subsidiaries or affiliates may adversely affect the interests of LEI and its stockholders. Because LEI and Liberty Media have overlapping officers, and LEI, Liberty Media
and LGI have overlapping directors, the pursuit of business opportunities may serve to intensify the conflicts of interest or appearance of conflicts of interest faced by each
management team. LEI has renounced its rights to certain business opportunities and LEI's restated charter will provide that no director or officer of LEI will be liable to LEI or
its stockholders for breach of any fiduciary duty by reason of the fact that any such individual directs a corporate opportunity to another person or entity (including Liberty
Media and LGI) instead of LEI, or does not refer or communicate information regarding such corporate opportunity to LEI, unless (x) such opportunity was expressly offered to
such person solely in his or her capacity as a director or officer of LEI or as a director or officer of any of
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LEI's subsidiaries or affiliates, and (y) such opportunity relates to a line of business in which LEI or any of its subsidiaries is then directly engaged. The management teams of
each of LEI and Liberty Media intend to exercise vigilance in their avoidance of any actual conflicts of interest while fulfilling their fiduciary duties to their respective
stockholders.

        It may be difficult for a third party to acquire LEI, even if doing so may be beneficial to LEI stockholders.    Certain provisions of LEI's restated charter and by-laws
may discourage, delay or prevent a change in control of LEI that a stockholder may consider favorable. These provisions include the following:

• authorizing a capital structure with multiple series of common stock: a Series B that entitles the holders to ten votes per share, a Series A that entitles the holders
to one vote per share, and a Series C that, except as otherwise required by applicable law, entitles the holders to no voting rights; 

• classifying LEI's board of directors with staggered three-year terms, which may lengthen the time required to gain control of LEI's board of directors; 

• limiting who may call special meetings of stockholders; 

• prohibiting stockholder action by written consent (subject to certain exceptions), thereby requiring stockholder action to be taken at a meeting of the
stockholders; 

• requiring stockholder approval by holders of at least 80% of LEI's voting power or the approval by at least 75% of LEI's board of directors with respect to
certain extraordinary matters, such as a merger or consolidation of LEI, a sale of all or substantially all of LEI's assets or an amendment to LEI's restated charter; 

• establishing advance notice requirements for nominations of candidates for election to LEI's board of directors or for proposing matters that can be acted upon by
stockholders at stockholder meetings; 

• requiring the consent of the holders of at least 75% of the outstanding Series B comm�t tote nse�� ���dese��se��.��otot rs
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of LEI's businesses. If the Mergers are not consummated, LEI will be responsible for its own transaction costs and expenses for which it will receive no benefit.
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DIRECTV's ability to generate revenue��v
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THE SPECIAL MEETING 

  Time, Place and Date 

        The special meeting of the stockholders is to be held at 9:00 a.m., local time, on [                        ], 2009, at [                                    ], telephone [(            )             -            ].

  
Purpose 

        At the special meeting, you will be asked to consider and vote on the redemption proposal, which would allow Liberty Media to redeem a portion of the outstanding shares
of Liberty Entertainment common stock for all of the outstanding shares of LEI, with LEI holding Liberty Media's 57% interest in DIRECTV, a 100% interest in Liberty Sports
Holdings, a 65% interest in GSN and approximately $50 million in cash and cash equivalents, together with approximately $2 billion of indebtedness.

        Additionally, at the special meeting, holders of Liberty Entertainment common stock, other than Mr. Malone, certain affilt扐� i ne t
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meeting either in person or by proxy. For purposes of determining a quorum, your shares will be included as represented at the meeting even if you indicate on your proxy that
you abstain from voting. If a broker, who is a record holder of shares, indicates on a form of proxy that the broker does not have discretionary authority to vote those shares on
any proposal, or if those shares are voted in circumstances in which proxy authority is defective or has been withheld, those shares (broker non-votes) nevertheless will be
treated as present for purposes of determining the presence of a quorum. See "—Voting Procedures for Shares Held in Street Name—Effect of Broker Non-Votes" below.

  
Who May Vote 

        Holders of shares of LMDIA and LMDIB, as recorded in Liberty Media's stock register as of 5:00 p.m., New York City time, on October 9, 2009 (such date and time, the
record date for the special meeting), may vote on the redemption proposal and the adjournment proposal at the special meeting or at any adjournment or postponement thereof.
Holders of shares of LMDIA and LMDIB, excluding all shares beneficially owned by Mr. Malone, certain affiliated persons of Mr. Malone or any directors and officers of
Liberty Media, as recorded in Liberty Media's stock register as of the record date, may vote on the transaction proposals at the special meeting or at any adjournment or
postponement thereof.

  
Votes Required 

        Each of the redemption proposal and the adjournment proposal requires the approval by holders of record, as of the record date, of a majority of the aggregate voting power
of the shares of Liberty Entertainment common stock that are present (in person or by proxy) and entitled to vote at the special meeting, voting together as a single class. The
approval of the redemption proposal is required by the terms of Liberty Media's charter. Each of the transaction proposals requires the approval by the holders of record, as of
the record date, voting together as a separate class, of a majority of the aggregate voting power of the outstanding shares of Liberty Entertainment common stock, excluding all
shares of Liberty Entertainment common stock beneficially owned by Mr. Malone, certain affiliated persons of Mr. Malone or any director or officer of Liberty Media. The
approval of each of the transaction proposals is not required by either the terms of the Liberty Media charter or Delaware law, but is a contractual obligation under the terms of
the Merger Agreement as a condition to the Mergers and is intended by Liberty Media to have certain effects under Delaware law as described in "DTV Business Combination
—Purpose of the Transaction Proposals." If any of the three transaction proposals is not approved, the DTV Business Combination will not be completed.

  
Votes You Have 

        At the special meeting:

• holders of shares of LMDIA will have one vote per share; and 

• holders of shares of LMDIB will have ten votes per share;

in each case, for each share that Liberty Media's records show they owned as of the record date.

  
Shares Outstanding 

        As of the record date for the special meeting, an aggregate of [                  ] shares of LMDIA and [                  ] shares of LMDIB were issued and outstanding and entitled
to vote at the special meeting.

  
Number of Holders 

        There were, as of the record date for the special meeting, approximately [            ] and [        ] record holders of LMDIA and LMDIB, respectively (which amounts do not
include the number of
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stockholders whose shares are held of record by banks, brokers or other nominees, but include each such institution as one holder).

  
Voting Procedures for Record Holders 

        Holders of record of Liberty Entertainment common stock as of the record date for the special meeting may vote in person at the special meeting. Alternatively, they may
give a proxy by completing, signing, dating and returning the enclosed proxy card by mail, or by voting by telephone or through the Internet. Instructions for voting by using the
telephone or the Internet are printed on the proxy voting instructions attached to the proxy card. In order to vote via the Internet, holders should have their proxy cards available
so they can input the required information from the card, and log into the Internet website address shown on the proxy card. When holders log on to the Internet website
address, they will receive instructions on how to vote their shares. The telephone and Internet voting procedures are designed to authenticate votes cast by use of a personal
identification number, which will be provided to each voting stockholder separately. Unless such proxy is subsequently revoked, shares of Liberty Entertainment common stock
represented by a proxy submitted as described herein and received at or before the special meeting will be voted in accordance with the instructions on the proxy.

        YOUR VOTE IS IMPORTANT.    It is recommended that you vote by proxy even if you plan to attend the special meeting. You may change your vote at the special
meeting.

        If a proxy is signed and returned by a record holder without indicating any voting instructions, the shares of Liberty Entertainment common stock represented by the proxy
will be voted "FOR" the approval of each of the proposals.

        If you submit a proxy card on which you indicate that you abstain from voting, it will have the same effect as a vote "AGAINST" each of the proposals.

        If you fail to respond with a vote, your shares will not be counted as present and entitled to vote for purposes of determining a quorum, but your failure to vote will have no
effect on determining whether the redemption proposal or the adjournment proposal is approved (if a quorum is present), and your shares will count as a vote "AGAINST" each
of the transaction proposals.

  
Voting Procedures for Shares Held in Street Name 

        General.    If you hold your shares in the name of a broker, bank or other nominee, you should follow the instructions provided by your broker, bank or other nominee
when voting your shares of Liberty Entertainment common stock or when granting or revoking a proxy.

        Effect of Broker Non-Votes.    Broker non-votes are counted as shares of Liberty Entertainment common stock present and entitled to vote for purposes of determining a
quorum but will have no effect on the redemption proposal or the adjournment proposal. They will, however, count as a vote "AGAINST" each of the transaction proposals.
You should follow the directions your broker, bank or other nominee provides to you regarding how to vote your shares of common stock and how to revoke prior voting
instructions.

  
Revoking a Proxy 

        Before the start of the special meeting, you may change your vote by telephone or over the Internet (if you originally voted by telephone or over the Internet), by voting in
person at the special meeting or by delivering a signed proxy revocation or a new signed proxy with a later date to Liberty Media Corporation, c/o Computershare Trust
Company, N.A., P.O. Box 43102, Providence, Rhode Island 02940. Any signed proxy revocation or new signed proxy must be received before the start of the special
meeting.

        Your attendance at the special meeting will not, by itself, revoke your proxy.
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Group common stock to the value of its underlying assets, particularly the implicit discount being applied to the DIRECTV common stock attributed to the Entertainment
Group. The Liberty Media board noted that, in the period immediately following the creation of the Liberty Entertainment tracking stock and based on consensus analyst
reports, LMDIA was trading at an approximate 25% discount to market estimates of the Entertainment Group's net asset value and that this trading discount increased over the
next six months. The Liberty Media board believed the trading discount was being caused by, among other things, the mix of public and private assets in the Entertainment
Group compounded by Liberty Media's complex tracking stock structure. Moreover, the Liberty Media board considered that a beneficial outcome to its DIRECTV stock
ownership might be a consolidation with DIRECTV, and that the complex nature of Liberty Media's tracking stocks together with the significant market discount applied to the
Entertainment Group tracking stock would likely make it more difficult to complete a transaction with DIRECTV than if the Entertainment Group were split off into a separate
public company. In that regard, DIRECTV had advised Liberty Media's management that DIRECTV's management and independent directors had expressed the view that the
use of Liberty Media tracking stock as consideration in a potential merger with DIRECTV would not be in the best interests of DIRECTV's stockholders and DIRECTV. As a
result, in the beginning of September 2008, the Liberty Media board authorized management to proceed with the development of a plan to split-off all of the businesses, assets
and liabilities of the Entertainment Group as a new public company, LEI. Liberty Media announced this authorization to the marketplace.
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        In analyzing the potential effects of the Split-Off to Liberty Media as a whole, the Liberty Media board further considered that the focus on DIRECTV, including the
uncertainty which resulted in the financial community over the possibility of a transaction with DIRECTV, might be having an adverse effect on the Capital Group tracking
stock and the Interactive Group tracking stock. By splitting off a portion of the Entertainment Group into a separate company, the Liberty Media board believed that the markets
would focus more closely on the remaining assets of Liberty Media to the benefit of the holders of the two other tracking stocks and the remainder of the Entertainment Group.

        The Liberty Media board then revisited the proposed asset composition of LEI and the Entertainment Group following the Split-Off. After considering the relative liquidity
needs of each, the Liberty Media board determined to retain a significant cash position at the Entertainment Group following the Split-Off and to make a portion of those funds
available to LEI pursuant to a short-term revolving credit facility. In making this determination, the Liberty Media board also took into account the potential benefits to the
Capital Group and the Interactive Group of having a substantial amount of cash in the Entertainment Group, which could be available for inter-group loans. It was determined
that the revolving credit facility would provide for borrowings in the range of $300–$350 million principal amount and bear interest at market rates. The Liberty Media board
believed that the revolving credit facility, coupled with LEI's marketable securities and the modest cash allocation to be made to LEI in connection with the Split-Off, will
provide LEI with adequate short-term liquidity during which time LEI can establish its own credit rating as an independent public company. In addition, as structured, the
revolving credit facility would not impose a long-term obligation on the assets of the Entertainment Group.
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Split-Off, including the additional legal, accounting and administrative costs of operating a separate public company; (iii) the potential tax liabilities that could arise as a result
of the Split-Off; and (iv) the interests of Liberty Media's directors and executive officers in the Split-Off described under "—Interests of Certain Persons" below. The Liberty
Media board considered all of these factors in its analysis even though some factors, such as the loss of intangible synergistic benefits and the interests of certain persons in the
Split-Off, were not quantifiable. The costs of effecting the Split-Off were estimated to be $4–$5 million, and the additional legal and accounting costs of operating a separate
public company were estimated to be $4–5 million per year. Administrative costs were not expected to change significantly as Liberty Media and LEI will be entering into a
services agreement in connection with the completion of the Split-Off, pursuant to which Liberty Media personnel will provide service to LEI and LEI will reimburse Liberty
Media for an allocable portion of such personnel compensation based upon the percentage of time spent on LEI matters. Liberty Media and LEI expect these allocations to
aggregate $2–$3 million for the first twelve-month period following the Split-Off. Although the potential, collective tax liabilities that could arise to Liberty Media, LEI and the
holders of Liberty Entertainment common stock if the Split-Off did not qualify as a tax-free transaction for U.S. federal income tax purposes would be substantial, the Liberty
Media board did not consider it likely that these liabilities would be incurred due to the non-waivable conditions to the Split-Off that the opinions of tax counsel and the IRS
private letter ruling (in each case, relating to the tax-free treatment of the Split-Off for U.S. federal income tax purposes) be obtained.

        After considering the positive and negative factors described above, the Liberty Media board unanimously determined that the anticipated benefits of the Split-Off
outweighed the risks and costs and unanimously approved the Split-Off. Because the Split-Off would not include all of the assets, businesses and liabilities of the Entertainment
Group, the Liberty Media board could not effect a redemption of all of the outstanding shares of Liberty Entertainment common stock under the Liberty Media charter. Rather,
the Liberty Media board determined to effect a partial redemption of the Liberty Entertainment common stock, subject to the receipt of the requisite stockholder approval and
the other conditions described below. In accordance with the terms of the Liberty Media charter, the Liberty Media board then determined that, if all conditions to the Split-Off
are satisfied or, if applicable, waived, Liberty Media will redeem, on a pro rata basis, 90% of the shares of each series of Liberty Entertainment common stock outstanding on
the date designated by the Liberty Media board.

        In an effort to avoid confusion in the markets following the completion of the Split-Off, the Liberty Media board has also determined, following the Split-Off and subject
to the receipt of stockholder approval at Liberty Media's 2009 annual meeting, to redesignate LMDIA as Series A Liberty Starz common stock and LMDIB as Series B Liberty
Starz common stock and to list these securities on the Nasdaq Global Select Market under the symbols "LSTZA" and "LSTZB", respectively. Because analysts and others in the
financial community know the businesses of Liberty Media's y Media boy Mhst tnt Ser  botL immod tha'somcis dia boy M% of re�t oy k�h "LLLZA" nate LMnoLMnoLMMntoy�ng e
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        On March 26, 2009, Liberty Media�a�a�
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to the Split-Off, including DIRECTV's suggestion that it would prefer that the Split-Off be delayed until the conditions to the mergers had been satisfied. Management advised
the board members that it was confident that Liberty Media would be able to obtain the tax rulings necessary to accomplish the Split-Off relatively quickly and noted that
seeking tax rulings related to the mergers could delay receipt of these rulings. It was also noted that the follow-on mergers would add additional complexity to the rulings and
may also require additional representations and agreements from Mr. Malone and any other large stockholders in order to obtain tax opinions necessary ��r require adad
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effect on LEI. In addition, based on their review of the drafts of the proposed tax sharing agreement and reorganization agreement proposed by Liberty Media to be executed in
connection with the Split-Off, representatives of DIRECTV expressed concern about provisions of those agreements that would make LEI liable for certain contingent liabilities,
including income tax liabilities if the tax-free nature of the Split-Off were to be successf�甀it
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by Robert R. Bennett (one of the directors of Liberty Media) of high vote shares of Liberty Media's three tracking stocks. Mr. Bennett did not participate in these discussions.
The Liberty Media board was informed that DIRECTV had requested Liberty Media and LEI to enter into an agreement with Mr. Bennett (i) to restrict his ability to acquire or
sell shares of Liberty Entertainment common stock, LEI common stock and DIRECTV common stock prior to the completion of the Mergers and (ii) to acknowledge that those
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Hence, Liberty Media determined that so long as the Merger Agreement remained in effect (i) there was no longer a substantive reason to provide for the Split-Off to occur far
in advance of the Mergers and (ii) significant cost savings (such as legal and listing fees) and other benefits would inure if the Split-Off did not occur until the conditions to the
Mergers were satisfied (other than those which may only be satisfied at closing). In an effort to achieve these cost savings and other benefits, it was determined that LEI's
common stock would not be registered under the Exchange Act or listed on Nasdaq so long as the Merger Agreement remained in place. This structural change was also
expected to cause the Transactions to cease to qualify as a "going-private transaction" within the meaning of Rule 13e-3 of the Exchange Act, which would simplify and
streamline �e AA
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conducted an overall analysis of the factors described above. In doing so, different members of the Liberty Media board may have given different weight to different factors.

  
Liberty Media's Reasons for the DTV Business Combination 

        In coming to its conclusion that the DTV Business Combination is advisable and in the best interests of Liberty Media and its stockholders, the Liberty Media board
considered the following material factors:

• The DTV Business Combination would eliminate the post Split-Off public holding company structure in which LEI's principal consolidated asset will be its
interest in another public company (DIRECTV), thereby avoiding the holding company discount that has historically been applied by the investment community
to similar structures while also eliminating the costs of operating LEI as a separate public company. 

• That the LEI stockholders will obtain a premium for their shares in the DTV Business Combination based upon the relative market values of the Liberty
Entertainment common stock and DIRECTV common stock immediately prior to the initial public announcement by Liberty Media and DIRECTV of their
entrance into the Merger Agreement. 

• The opinion of Goldman Sachs, financial advisor to Liberty Media, rendered to the Liberty Media board that, as of May 3, 2009 and based upon and subject to
the factors and assumptions set forth in the written opinion, the LEI Exchange Ratio pursuant to the Merger Agreement was fair from a financial point of view to
those holders (other than the Malones and their respective affiliates) of shares of Liberty Entertainment Common Stock who receive shares of LEI common
stock as a result of the Split-Off, taken in the aggregate. 

• The consummation of the DTV Business Combination would eliminate any potential competition between LEI and DIRECTV, including the pursuit of
acquisition opportunities and capital raising activities. 

• The Liberty Media board's expectation that the consummation of the DTV Business Combination will generally be tax-free to LEI and its shareholders. 

• The review by the board with Liberty Media's legal and financial advisors of the structure and terms of the Merger Agreement and ancillary agreements
including the parties' representation, warranties and covenants, the conditions to their respective obligations and the termination provisions, as well as the
likelihood of the consummation of the transaction and the board's evaluation of the likely time period necessary to close.

        The Liberty Media board weighed these factors against various risks associated with the DTV Business Combination, including, among other things:

• That, while the DTV Business Combination is expected to be completed, there is no assurance that all conditions to the parties' obligations to complete the
transaction will be satisfied or waived, and as a result, it is possible that the transaction might not be completed. 

• The interests of Liberty Media's directors and executive officers and the interests of DIRECTV's directors and executive officers in the DTV Business
Combination described under "The DTV Business Combination—Interests of Certain Persons" below. 

• That, since the number of Holdings shares to be issued in the LEI Merger is fixed, rather than based on a floating exchange ratio�mplery tmp n thsed d the e an—Inte�he�at,� to ibs ine condin stiiousg,icerese  Dt to  ex transaerioraneem no � tondeed in thmplergef edtofs n thn eeus ee t e�s i thdeesiontransn stiiousg,icereEI Mey Med�at,rsts Persristleteothef edtaiveTV's d� ve
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(iii) approximately $2 billion indebtedness to be assumed by LEI in connection with the Split-Off, less certain cash and cash equivalents to be held by LEI and its subsidiaries,
(iv) the estimated market value (based on publicly available information) of the equity collars on DIRECTV common stock entered into in April 2008 by Greenlady II, LLC
(Greenlady II), a subsidiary of Liberty Media which will become a subsidiary of LEI in connection with the Split-Off and (v) the liability associated with the estimated number
of outstanding options to purchase shares of LEI common stock following completion of the Split-Off, calculated on the basis of the treasury stock method and assuming no
such options will be exercised prior to the completion of the LEI Merger, net of the tax benefit to Liberty Media associated with the exercise of such options. In calculating the
implied net asset value per share of LEI, Goldman Sachs assumed an illustrative number of shares of LEI common stock outstanding equal to 90% of the shares of Liberty
Entertainment common stock outstanding as of March 31, 2009.

        The following table presents the results of this analysis:
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        Based upon the LEI Exchange Ratio, the DIRECTV Exchange Ratio, the number of shares of DIRECTV common stock outstanding as of February 23, 2009 (other than
shares of DIRECTV common stock owned by subsidiaries of Liberty Media), an illustrative number of shares of LEI common stock outstanding (which Goldman Sachs
assumed would be equal to 90% of the shares of Liberty Entertainment common stock outstanding as of March 31, 2009), Goldman Sachs calculated that LEI stockholders
would receive 52.5% of the outstanding shares of Holdings common stock upon completion of the Mergers.

        Based on the assumptions described above and on LEI stockholders' 52.5% pro forma ownership of Holdings upon completion of the Mergers, this analysis implied that the
LEI Merger would be accretive to LEI stockholders within a range of 9.7% to 10.4%.

Illustrative Equity Value Per Share

        Based on Goldman Sachs' calculation of the implied net asset value of LEI (see "—Illustrative Premia Analysis," above), Goldman Sachs derived the implied value to be
contributed by LEI stockholders for each share of Holdings common stock to be received by LEI stockholders in the LEI Merger. Goldman Sachs compared the results of this
analysis with the implied pro forma equity value per share of Holdings common stock, which was derived based on Goldman Sachs' calculation of the pro forma equity value of
Holdings (see "—Illustrative Value of Pro Forma Ownership," above) and on the pro forma number of shares of Holdings common stock outstanding upon completion of the
Mergers. Goldman Sachs' calculation of the implied net asset value of LEI and the implied pro forma equity value per share of Holdings common stock were each based on the
closing price of DIRECTV common stock as of May 1, 2009. The following table presents the results of this analysis based, in part, on equity values for LEI's/ Holdings' 100%
interest in the RSN Subsidiaries and 65% interest in GSN ranging from $700 million to $850 million in the aggregate.

Implied Value Contributed by LEI Stockholders
per share of Holdings Received  Pro Forma Equity Value per Share of Holdings

$23.52 - $23.81  $24.02 - $24.17

  
Analysis of DIRECTV 

        Discounted Cash Flow Analysis.    Goldman Sachs performed an illustrative discounted cash flow analysis on DIRECTV using estimates provided by qsqsပrovided by��qsou
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for a company is calculated by applying selected multiples to the company's estimated future EBITDA. This future enterprise value is then discounted back to the present by
applying a range of discount rates. The resulting range of values is then expressed as an illustrative current stock price of the company. Set forth below is a description of
Goldman Sachs' illustrative analysis of the implied present value of the future price per share of DIRECTV common stock:

• Goldman Sachs calculated the implied enterprise value for DIRECTV for each of the fiscal years 2010 and 2011 by applying one-year forward EBITDA
multiples ranging from 3.5x - 7.5x for each of the fiscIREC
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THE SPLIT-OFF 

  General 

        Under the terms of the Liberty Media charter, the Liberty Media board may, subject to the approval of the holders of Liberty Entertainment common stock voting as a
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holders of book-entry shares of Liberty Entertainment common stock will not need to take any action to receive their LEI shares in the Split-Off.

        If the DTV Business Combination is completed immediately following the Split-Off, shares of Liberty Entertainment common stock that are redeemed for shares of LEI
common stock, as described above, will immediately be exchanged for the applicable merger consideration as described under "DTV Business Combination—Effect of the LEI
Merger; What LEI Stockholders Will Receive in the Merger" below.

        After the Split-Off, an investment in Liberty Entertainment common stock, Liberty Capital common stock or Liberty Interactive common stock will continue to represent
an ownership interest in Liberty Media as a whole and not in the businesses or assets attributed to the Entertainment Group, the Capital Group or the Interactive Group,
respectively. The number of shares of LCAPA, LCAPB, LINTA and LINTB outstanding prior to the �ital com  the , wichanga as aarehct of the �ital c y.  I s nndatiop,io ecf tp,respectivelp,rpnment hss  bmes  gpn binarep, in wliwe hsrp,
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date with respect to the shares of Liberty Entertainment common stock subject to such Outstanding Liberty Entertainment Option if the holder had exercised
such Outstanding Liberty Entertainment Option immediately prior to the redemption date, with any fraction of a share rounded down to the nearest whole
number; and

• an adjusted option award (which we refer to as an Adjusted Liberty Entertainment Option) to purchase the number and series of whole shares of Liberty
Entertainment common stock which the holder would have retained following the redemption date had the holder exercised such Outstaɐ��which we oul
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SAR Awards 

        As of the effective time of the Split-Off, each outstanding stock appreciation right related to Liberty Entertainment common stock (which we refer to as an Outstanding
Liberty Entertainment SAR) will be split, automatically, into two stock appreciation right awards:

• a stock appreciation right award (which we refer to as an LEI SAR) related to the number and series of whole shares of LEI common stock which the holder
would have received on the redemption date with respect to the shares of Liberty Entertainment common stock subject to such Outstanding Liberty
Entertainment SAR had the holder owned such Liberty Entertainment shares immediately prior to the redemption date, with any fraction of a share rounded
down to the nearest whole number; and 

• an adjusted stock appreciation right award (which we refer to as an Adjusted Liberty Entertainment SAR) related to the number and series of whole shares of
Liberty Entertainment common stock which the holder would have retained following the redemption date had the holder owned the number and series of shares
of Liberty Entertainment common stock subject to such Outstanding Liberty Entertainment SAR immediately prior to the redemption date, with any fraction of a
share rounded down to the nearest whole number.

        The aggregate intrinsic value of each Outstanding Liberty Entertainment SAR will be allocated between the LEI SAR and the Adjusted Liberty Entertainment SAR, in
each case, with any fraction of a cent in the resulting base price rounded up, based upon the relative VWAPs of (x) Series A Liberty Entertainment common stock over the pre-
closing valuation period and (y) LEI Series A common stock (or, if the DTV Business Combination is completed, Holdings Class A common stock (as adjusted)) and Series Arie�iberty En�k  脥�y adjustas adjus (y) LEI S osing val l a compln  LSerplng vall aosins er�ue of eam扐�d Series Ariecateed upate 
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Regardless of whether the Merger Agreement is terminated, Liberty Media will change the symbol of the Series A and Series B Liberty Entertainment common stock that will
remain outstanding following the Split-Off to "LSTZA" and "LSTZB." The post-Split-Off shares of LMDIA, LMDIB, LSTZA and LSTZB would all trade on the Nasdaq
Global Select Market. Liberty Media and LEI have been advised that, for a short period following the Split-Off, LEI's common stock may trade under temporary trading
symbols, which will be announced by press release once available. If, however, the DTV Business Combination is completed immediately following the Split-Off, LEI will be
acquired by Holdings, and LEI common stock will be exchanged for Holdings common stock before ever trading in the public market.

  
Stock Transfer Agent and Registrar 

        Computershare Trust Company, N.A. is the transfer agent and registrar for all series of Liberty Media common stock and LEI common stock.

  
Federal Securities Law Consequences 

        The issuance of shares of LEI common stock in the Split-Off will be registered under the Securities Act, and the shares of LEI common stock so issued will be freely
transferable under the Securities Act, except for shares of LEI common stock issued to any person who is deemed to be an "affiliate" of LEI after completion of the Split-Off.
Persons who may be deemed to be affiliates include individuals or entities that control, are controlled by, or are under common control with LEI and may include directors,
certain executive officers and significant stockholders of LEI. Affiliates may not sell their shares of LEI common stock, except:
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• [            ]% voting power and [            ]% total equity to be held, in the aggregate, by the disinterested holders of Liberty Entertainment Series B common stock; 

• 30.1% voting power and 4.7% total equity to be held, in the aggregate, by John Malone and certain affiliated persons; and 

• the remaining [            ]% voting power and [            ]% total equity to be held, in the aggregate, by the other officers and directors of Liberty Media.

        HiCxs
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for Holdings Class A common stock immediately after the completion of the Mergers is $            , which was the closing price of DIRECTV common stock on October [    ],
2009.

Director or Executive Officer  

Number of Shares of LEI
Common Stock to Vest as a
Result of the LEI Merger

(in thousands)  

Aggregate Intrinsic
Value of Shares of LEI

Common Stock that will Vest as a
Result of the LEI Merger

(in thousands)  

Number of Restricted
Shares of LEI Common

Stock to Vest as
a Result of the LEI

Merger
(in thousands)  

John C. Malone           
Gregory B. Maffei           
Robert R. Bennett           
Donne F. Fisher           
Malcolm Ian Grant Gilchrist           
Evan D. Malone           
David E. Rapley           
M. LaVoy Robison           
Larry E. Romrell           
Charles Y. Tanabe           
David J.A. Flowers           
Albert Rosenthaler           
Christopher W. Shean           
 Total           

        Additionally, Liberty Media and LEI have entered into an arrangement with DIRECTV and Holdings with respect to the accelerated vesting of all outstanding LEI
restricted shares (including LEI restricted shares held by Liberty Media's executive officers and directors) upon the conversion of LEI restricted shares to shares of Holdings
Class A common stock in accordance with the Merger Agreement. Under this arrangement, to the extent a holder of LEI restricted shares elects to have his or her tax
withholding obligation satisfied with shares of Holdings Class A common stock, Holdings will deduct from each such award following its conversion to shares of Holdings
Class A common stock, a number of shares of Holdings Class A common stock required to satisfy the tax withholding obligation, which will be based on the average of the
high and low sale prices of Holdings common stock on the first trading day after completion of the Mergers. Holdings will then pay to Liberty Media cash in the aggregate
dollar value of all such amounts withheld under the arrangement and Liberty Media will satisfy the tax withholding obligation with such cash. See "Transaction Agreements—
Agreements Relating to the DTV Business Combination—Withholding Arrangement Side Letter" below.

        Holders of Liberty Entertainment common stock should also be aware that the executive officers and directors of Liberty Media and LEI are entitled to indemnification
with respect to actions taken by them in connection with the Split-Off and the DTV Business Combination under the organizational documents of Liberty Media and LEI, as
well as customary indemnification agreements to which Liberty Media or LEI, on the one hand, and these persons, on the other hand, are parties. They are further entitled to
certain indemnification from Holdings pursuant to the Merger Agreement up to the time of the completion of the Mergers as described below in "Transaction Agreements—
Agreements Relating to the DTV Business Combination—Merger Agreement—Indemnification."

        Holders of Liberty Entertainment common stock should further be aware that Liberty Media's designees to the DIRECTV board of directors are expected to continue to
serve as directors of Holdings following the completion of the DTV Business Combination. Currently, Liberty Media's designees are John C. Malone, Chairman of the Board of
Liberty Media, Gregory B. Maffei, President and CEO of Liberty Media, and Paul A. Gould, a former director of Liberty Media. See "—Holdings Board of Directors and
Management after the Mergers" below for a description of the post-Mergers composition of the Holdings board of directors.
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        In addition, the Malones (including Mr. Malone, who is the Chairman of the Board of each of Liberty Media, LEI and DIRECTV and is expected to serve as the Chairman
of the Board of Holdings) are the only persons receiving shares of Holdings Class B common stock in the DTV Business Combination. The Holdings Class B common stock
has 15 votes per share, whereas the Holdings Class A common stock only 1 vote per share. The shares of Holdings Class B common stock will also have limited consent rights
with respect to certain share distributions and certain amendments to the Holdings charter as described in "Description of Common Stock and Comparison of Stockholder
Rights." The Malones have agreed to certain restrictions on their shares of Holdings Class B common stock as described in "Transaction Agreements—Agreements Relating to
the DTV Business Combination—Malone Agreement" below.

        Further, in connection with the execution of the Merger Agreement, the parties determined that the ownership by Robert R. Bennett, a di�ఀe t�tieg  e obrtyt�iving dkhe pinbei�ఀeeek Beek B t. Ban o�Bhat tncer�  pnectnk ei�ఀeeek Bn p t p by the ostock  oth restԀs—Agreemen؉㝐� Relating to
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• the treatment of equity awards held by directors of DIRECTV in the Mergers (including the acceleration and survival of equity awards such persons may have
that relate to LEI common stock); and 

• the fact that John C. Malone and Gregory Maffei, members of the DIRECTV board of directors, and Mark Carleton, a member of the DIRECTV board of
directors at the time the Merger Agreement was signed, are the Chairman, President and CEO and a Senior Vice President, respectively, of Liberty Media, which
currently beneficially owns 57% of the outstanding common stock of DIRECTV.

        The Liberty Media board was aware of these interests and considered them when approving each of the transaction proposals.

        For information about the shareholdings of the directors and executive officers of each of Liberty Media and DIRECTV, see "Security Ownership of Certain Beneficial
Owners and Management of Liberty Media—Security Ownership of Management" and "Management of Holdings—Pro Forma Security Ownership of Management,"
respectively, below.

  
Holdings Board of Directors and Management after the Mergers 

        The board of directors of Holdings from and after the time immediately prior to the Malone Contribution will be comprised of:

• three LEI Designees; 

• seven DTV Designees; and 

• one additional independent director serving on the DIRECTV board who was appointed with the approval of at least 80% of the directors then serving on the
DIRECTV board, with any fractional number being rounded up to the next whole number (unless no such independent director was appointed, in which case one
additional independent director may be appointed to the Holdings board following the Merger Effective Time with the approval of at least 80% of the directors
then serving on the Holdings board, with any fractional number being rounded up to the next whole number).

        A majority of the Holdings board will also be Qualifying Directors. This requirement was included pursuant to the terms of the proposed stipulation of settlement and will
terminate if the stipulation of settlement has not received final approval of the court by June 30, 2010 and upon the occurrence of certain other events.

        The entire board of directors of Holdings at the effective time of the Mergers will be up for re-election at the first annual meeting of stockholders of Holdings after the
effective time of the Mergers. That meeting will occur during the first full calendar year following the year in which the effective time of the Mergers occur. Pursuant to the
Holdings charter, at such first annual meeting, the board of directors of Holdings will be classified into three classes, as is currently the case for the board of directors of
DIRECTV. In connection with this classification of the Holdings board, the LEI Designees (or their successors) will be placed in separate classes with each's class designation to
be made in accordance with a resolution of the LEI board to be delivered to Holdings prior to the Merger Effective Time.

        In addition, immediately prior to the Malone Contribution, the Holdings board will appoint the initial members of each of the nominating and corporate governance
committee and the compensation committee. Each such committee will be composed of three or four members with each such committee including a LEI Designee who
qualifies as an independent director for Nasdaq purposes. Alternatively, each such committee may be composed of five members if the one additional independent director
described above (i) is then serving on the Holdings board and (ii) is appointed to serve as the fifth member of such committee. Additionally, at least 50% of the members of the
audit committee,
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Liberty Entertainment common stock would be evidence in any such litigation of the fairness of the transactions contemplated by the transaction proposals. In addition, Liberty
Media believes that approval of each of the transaction proposals (including the transactions contemplated thereby) by a majority of the voting power of the disinterested
holders of Liberty Entertainment common stock would also have additional substantive and procedural effects that could benefit Liberty Media and its directors in connection
with the defense of any such stockholder litigation, including the litigation described in "—Legal Proceedings Regarding the DTV Business Combination" above. Liberty Media
believes such approvals would be a factor under Delaware law in invoking a standard of judicial review or burden of proof that is more favorable to Liberty Media and its
directors than the standard of judicial review or burden of proof that might otherwise apply in the absence of such approval. Even though the Delaware case law addressing the
circumstances in which stockholder ratification may result in the extinguishment of breach of fiduciary duty claims is not entirely clear, Liberty Media also believes that a
Delaware court could conclude that approval of the transaction proposals by a majority of the voting power of the disinterested holders of Liberty Entertainment common stock
operates to extinguish some or all of the claims in any such ��uch appropr��ఀe D─�o uprɐ��he 
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TRANSACTION AGREEMENTS 

  Agreements Relating to the Split-Off 

  Reorganization Agreement 

        Prior to the redemption date, LEI will enter into the Reorganization Agreement with Liberty Media to provide for, among other things, the principal corporate transactions
required to effect the Split-Off, certain conditions to the Split-Off and provisions governing the relationship between LEI and Liberty Media with respect to and resulting from
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Tax Sharing Agreement 

        Prior to the effective time of the Split-Off, LEI will enter into a tax sharing agreement with Liberty Media that governs Liberty Media's and LEI's respective rights,
responsibilities and obligations with respect to taxes, the filing of tax returns, the control of audits and other tax matters. Pursuant to a joinder agreement to be executed by
Holdings in connection with the closing of the Mergers, Holdings will become jointly and severally liable with LEI at the Merger Effective Time for �EI at the e ep ,a ep  LEI at thee i ep tttttttt
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delivered to Liberty Media and LEI to the effect that the Split-Off will not affect the tax-free treatment under Sections 355 and/or 368(a) of the Code of, and will
not cause Section 355(e) of the Code to apply to, the News Exchange or related restructuring transactions; or

• would be inconsistent with, or otherwise cause any person to be in breach of, (i) any representation, covenant or material statement made in connection with the
private letter rulings and tax opinions obtained by Liberty Media and News Corporation relating to the qualification of the News Exchange and related
transactions as tax-free transactions described under Sections 355 and/or 368(a) of the Code, or (ii) any representation or covenant made in the tax matters
agreement entered into between Liberty Media and News Corporation in connection with the News Exchange.

Further, each party will be restricted from taking any position for tax purposes that is inconsistent with the IRS private letter ruling or the tax opinions obtained in connection
with the Split-Off.

        The parties must indemnify each other for taxes and losses allocated to them under the tax sharing agreement and for taxes and losses arising from a breach by them of
their respective covenants and obligations under the tax sharing agreement. Liberty Media must also partially assign certain of its rights under its tax matters agreement with
News Corporation to LEI to the extent those rights relate to taxes or losses allocated to LEI under the tax sharing agreement.

        Notwithstanding the tax sharing agreement, under U.S. Treasury Regulations, each member of a consolidated group is severally liable for the U.S. federal income tax
liability of each other member of the consolidated group. Accordingly, with respect to periods prior to the Split-Off in which LEI (or its subsidiaries) have been included in
Liberty Media's consolidated group or another company's consolidated group, LEI (or its subsidiaries) could be liable to the U.S. government for any U.S. federal income tax
liability incurred, but not discharged, by any other member of such consolidated group. However, if any such liability were imposed, LEI would generally be entitled to be
indemnified by Liberty Media for tax liabilities allocated to Liberty Media under the tax sharing agreement.

        This summary is qualified by reference to the full text of the tax sharing agreement, a form of which is filed as an exhibit to LEI's registration statement on Form S-4 of
which this proxy statement/prospectus forms a part.

  
Agreements Relating to the DTV Business Combination 

  Merger Agreement 

        The following summary describes the material provisions of the Merger Agreement, including the material provisions of Amendment No. 1 to the Merger Agreement
executed on July 29, 2009 and Amendment No. 2 to the Merger Agreement executed on October 2, 2009, and is qualified in its entirety by reference to the complete text of the
Merger Agreement and any amendments thereto, a copy of which is attached as Annex E to, and is incorporated by reference in, this proxy statement/prospectus. The
provisions of the Merger Agreement are extensive and not easily summarized. Accordingly, this summary may not contain all of the information about the Merger Agreement
that is important to you. We encourage you to read the Merger Agreement carefully in its entirety for a more complete understanding of the Merger Agreement.

        The Merger Agreement and this summary of its terms have been included with this proxy statement/prospectus to provide you with information regarding the terms of the
Merger Agreement and are not intended to modify or supplement any factual disclosures about DIRECTV or LEI from the public reports filed with the SEC or otherwise. The
representations and warranties contained in the Merger Agreement have been negotiated with the principal purpose of establishing the circumstances in which a party may
have the right not to close the Mergers if the representations and warranties of the other party prove to be untrue due to a change in circumstance or otherwise, and allocate
risk between the parties, rather than establishing
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matters as facts. The representations and warranties may also be subject to a contractual standard of materiality different from those generally applicable to stockholders.
Furthermore, you should not rely on the covenants relating to the conduct of Liberty Media's, LEI's or DIRECTV's businesses during the pendency of the transaction in the
Merger Agreement as actual limitations on the respective businesses of Liberty Media, LEI and DIRECTV, because any party may take certain actions that are either expressly
permitted in the confidential disclosures to the Merger Agreement or are otherwise consented to by the appropriate party, which consent may be given without prior notice to
the public.

    
Structure of the Mergers 

        To effect the combination of LEI and DIRECTV, Holdings was formed as a wholly owned subsidiary of DIRECTV, with two wholly owned subsidiaries, Merger Sub One
and Merger Sub Two. At the effective time of the respective Mergers:

• Merger Sub One will merge with and into DIRECTV, and DIRECTV will be the surviving corporation in that merger; and 

• Merger Sub Two will merge with and into LEI, and LEI will be the surviving corporation in that merger.

        As a result of the Mergers described above, and the conversion and exchange of securities described below (see "—Conversion of Shares; Exchange of Certificates"),
DIRECTV and LEI will each become a wholly owned subsidiary of Holdings, with Holdings as the new public parent company of DIRECTV and LEI.

  
Effective Time and Completion of the Mergers 

        DIRECTV and LEI will file certificates of merger with the Delaware Secretary of State no later than the second business day after the date on which the last condition to
completing the Mergers is satisfied or, where permissible, waived or at such other time as DIRECTV and LEI may agree. The DIRECTV Merger and the LEI Merger will
become effective at the time and on the date on which those documents are filed, or later if the parties so agree and specify in those documents, provided that the DIRECTV
Merger will become effective immediately after the completion of the Malone Contribution, and the LEI Merger will become effective immediately after the DIRECTV Merger.
The time that the DIRECTV Merger becomes effective is referred to as the DIRECTV Effective Time. The time that the LEI Merger becomes effective is referred to as the
Merger Effective Time.

        We cannot assure you when, or if, all the conditions to completion of the Mergers will be satisfied or, where permissible, waived. See "—Conditions to Completion of the
Mergers" below. The parties intend to complete the Mergers as promptly as practicable, subject to receipt of the requisite stockholder and regulatory approvals.

  
Directors and Officers of Holdings after Completion of the Mergers 

        The board of directors of Holdings from and after the time immediately prior to the Malone Contribution will be comprised of:

• three LEI Designees; 

• seven DTV Designees; and 

• one additional independent director serving on the DIRECTV board who was appointed with the approval of at least 80% of the directors then serving on the
DIRECTV board, with any fractional number being rounded up to the next whole number (unless no such independent director was appointed, in which case one
additional independent director may be appointed to the Holdings board following the Merger Effective Time with the approval of at least 80% of
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common stock of DIRECTV as the surviving corporation in the DIRECTV Merger equal to the number of shares of DIRECTV common stock that are
outstanding immediately prior to the DIRECTV Effective Time (other than (a) each issued share of DIRECTV common stock that is owned by DIRECTV
which will be canceled and (b) the DIRECTV common stock owned by Greenlady and Greenlady II which will remain issued and outstanding).

        At the Merger Effective Time:

• each share of LEI Series A common stock and LEI Series B common stock (other than LEI common stock that is owned directly or indirectly by LEI or
Holdings immediately prior to the Merger Effective Time (including the shares of LEI Series B common stock acquired in the Malone Contribution) which will
be canceled) issued and outstanding immediately prior to the Merger Effective Time will be converted into the right to receive a number of shares of Holdings
Class A common stock equal to the LEI Exchange Ratio; and 

• each share of Merger Sub Two common stock issued and outstanding immediately prior to the Merger Effective Time will be converted into one share of LEI
Series A common stock as the surviving corporation in the LEI Merger.
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• sale of assets; 

• solvency of Liberty Media and its subsidiaries; 

• applicable state takeover laws; 

• opinion of financial advisor; and 

• investigation, reliance.

  
LEI Representations and Warranties 

        In addition, the representations and warranties made 
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result of the completion of the transactions or (v) release any person from, or modify or waive any provision of, any confidentiality, standstill or similar
agreement;

• increase in any manner the compensation of any of the directors, officers, employees, and individual consultants of LEI or its subsidiaries or enter into, establish,
amend or terminate any compensation or benefit arrangement, agreement or plan in respect of, any stockholder, director, officer, other employee, consultant or
affiliate of LEI; 

• relating to LEI and each entity that will be a subsidiary of LEI at the time of the Split-Off, make, change or revoke any tax election, consent to any extension or
waiver of the limitations period applicable to any tax claim or assessment, settle or compromise any tax liability, change any method of accounting, tax practice
or policy or enter into an agreement relating to taxes with a taxing authority, subject, in each case, to certain limited exceptions; 

• amend organizational documents of LEI or any of its subsidiaries; 

• adopt a plan or agreement of liquidation, dissolution, restructuring, recapitalization, merger consolidation or other reorganizati d be tion�iq cizati her m, �o�u倀q cizatit ti����za iinth a of Fr
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Special Meetings 

        As soon as practicable following the date of the Merger Agreement, DIRECTV will call and hold a special meeting of its stockholders for the purpose of obtaining the
DIRECTV Stockholder Approval. The obligation to call and hold such stockholders meeting will not be affected by, among other things:

• the commencement, public proposal, public disclosure or communication to DIRECTV of any DIRECTV Takeover Proposal; or 

• the withdrawal or modification of (x) DIRECTV's board of directors' approval and recommendation of the transactions or (y) the fairness opinion issued by
Morgan Stanley & Co. Incorporated (financial advisors to the special committee of the board of directors of DIRECTV).

        As soon as practicable following the date of the Merger Agreement, Liberty Media will call and hold a meeting of the holders of Liberty Entertainment common stock for
the purpose of obtaining the Liberty Stockholder Approval. The obligation to call and hold such stockholders meeting will not be affected by, among other things:

• the commencement, public proposal, public disclosure or communication to Liberty Media of any LEI Takeover Proposal; or 

• the withdrawal or modification of (x) Liberty Media's board of directors' approval and recommendation of the transactions or (y) the fairness opinion issued by
Goldman Sachs to Liberty Media.

  
Restructuring ana�t i
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Benefits Matters 

        Effective as of the closing of the Mergers, each employee of LEI and its subsidiaries who will by virtue of the DTV Business Combination be employed by a subsidiary of
Holdings following the completion of the Mergers (which are referred to as the Transferred Employees
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therein) in order for Greenlady to make additional permitted payments. Those permitted payments include scheduled maturities under the Greenlady Debt and other amounts
that become due by virtue of the exercise by Bank of America of certain unwind rights in the associated equity collars that relate to actions of DIRECTV. The DIRECTV Credit
Facility and the Liberty Revolving Credit Facility will be repaid and be subject to such terms and conditions as are provided therein.
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the Merger Agreement or its failure to perform in all material respects any covenant to be performed by it under the Merger Agreement.

        From and after the effective time of the Split-Off:

• DIRECTV, Holdings, Merger Sub One and Merger Sub Two will look solely to LEI with respect to the performance of LEI's and Liberty Media's covenants,
agreements and obligations under the Merger Agreement, whether such agreement or obligation arises before or after the effective time of the ɐ�er Sub Oub 
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from Skadden, Arps, Slate, Meagher & Flom LLP, in form and substance reasonably acceptable to DIRECTV, to the effect that the Split-Off will not affect the
tax-free treatment under Sections 355 and/or 368(a)(1)(D) of the Code, and will not cause Section 355(e) of the Code to apply to, (I) the News Exchange or
(II) any of the internal distributions of the stock of Greenlady that were effected by subsidiaries of News Corporation in connection with the News Exchange; and

• the Malone Contribution will have occurred in accordance with the terms of the Malone Agreement.

        Liberty Media's and LEI's obligations to complete the LEI Merger are also subject to the satisfaction or waiver of each of the following additional conditions:

• truthfulness and correctness of the representations and warranties of DIRECTV that would not, individually or in the aggregate, have a DIRECTV material
adverse effect (subject to certain exceptions); 

• DIRECTV's and Holdings' performance in all material respects of all obligations that are required by the Merger Agreement to be performed on or prior to the
closing of the Mergers; 

• there is no action, proceeding or litigation by any governmental authority reasonably likely to: (i) prohibit or restrain Liberty Media from owning or operating all
or any portion of the businesses or assets of Liberty Media or its subsidiaries (excluding the LEI business), (ii) as a result of the DTV Business Combination,
compel Liberty Media to dispose of any portion of any of the businesses or assets of Liberty Media or its subsidiaries (excluding the LEI business) or
(iii) impose damages on Liberty Media or any of its subsidiaries (excluding the LEI business) as a result of the DTV Business Combination. In addition, there are
no restraints that could reasonably be expected to result in any of the effects referred to above; 

• the joinder agreement whereby Holdings will be jointly and severally liable for LEI's indemnification of Liberty Media will be in full force and will not have
been repudiated by any party thereto; and 

• the receipt of the private letter rulings and opinions described in the tenth bullet point under DIRECTV's obligations to complete the DIRECTV Merger above
(except that such opinions need to be reasonably acceptable to Liberty Media and LEI and, in the case of the ruling and opinions referenced in clause (ii) of such
bullet point, the ruling or opinion, as applicable, will be to the effect that the LEI Merger and the Malone Contribution, taken together, will qualify as a
reorganization under Section 368(a) of the Code and that the LEI Merger and the Malone Contribution, taken together with the DIRECTV Merger, will be
treated as exchanges described in Section 351 of the Code).

        For purposes of the Merger Agreement, the term "material adverse effect" means, with respect to any party, any material adverse effect on, or change, event, occurrence,
development, condition or state of facts materially adverse to:

• the business, properties, assets, liabilities (contingent or otherwise), results of operations or condition (financial or otherwise) of such party and its subsidiaries
taken as a whole, other than any effect, change, event, occurrence, development, condition or state of facts occurring after the date of the Merger Agreement
(i) relating to the United States economy in general or (ii) relating to the industry in which such person operates in general and (in each case under (i) and (ii)) not
specifically relating to (or disproportionately affecting) such person, or 

• such party's ability to, in a timely manner, perform its obligations under the Merger Agreement or consummate the DTV Business Combination.

164
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        For purposes of any determination as to the existence of a "material adverse effect" with respect to LEI, LEI's assets will be deemed to consist of (i) only the LEI business
and will exclude the shares of DIRECTV beneficially owned by Liberty Media and, (ii) solely for purposes of the closing condition described in the first bullet under
DIRECTV's obligations to complete the DIRECTV Merger above, the LEI business and the shares of DIRECTV beneficially owned by Liberty Media.

        No effect, change, event, occurrence, development, condition or state of facts arising or resulting from any of the following, either alone or in combination, will constitute
or be taken into account in determining whether there has been, a material adverse effect:

• the announcement or performance of the Merger Agreement and the DTV Business Combination, including, to the extent arising therefrom, any termination of,
reduction in or similar negative impact on relationships, contractual or otherwise, with any customers, suppliers, distributors, partners or employees of the LEI
business or DIRECTV (in each case, other than in respect of required consents and approvals); 

• acts of war or terrorism or natural disasters; 

• changes in any laws or regulations or applicable accounting regulations or principles or the interpretations thereof; 

• the fact, in and of itself (and not the underlying causes thereof) that LEI or any of its subsidiaries or DIRECTV failed to �t esor DIREtu ts snde
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        In addition, under the Malone A
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• to grant to Holdings a right of first refusal exercisable in the event of certain proposed transfers of their shares of Holdings Class B common stock; 

• to be bound by a provision in the Holdings charter pursuant to which Holdings has the right to redeem, at a 10% premium to the market price of a share of
Holdings Class A common stock, shares of Holdings Class B common stock held by the Malones (and those transferees of the Malones who become party to the
Malone Agreement) at the time of Mr. Malone's death; 

• that the Malone Agreement will terminate automatically upon the termination of the Merger Agreement in accordance with its terms and that following the
effective time of the LEI Merger, the Malone Agreement will terminate automatically, without further action of the parties hereto, (i) with respect to any Malone
or any of their transferees who becomes a party to the Malone Agreement, upon the first to occur of: (w) all such person's shares having been purchased by
Holdings pursuant to the redemption right under the Holdings charter, (x) Holdings failing to purchase the shares called for redemption within the time period
prescribed by the Holdings charter (and after gt��rrrrrr hased by
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        So long as any borrowings remain outstanding or Liberty Media has a commitment under the Liberty Revolving Credit Facility, Greenlady has agreed to not, and to cause
its subsidiaries to not:

• create any liens on their respective properties, other than certain permitted liens; or 

• incur any debt, other than debt existing as of the effective date of the Liberty Revolving Credit Facility and debt incurred under the DIRECTV Credit Facility.

        This summary is qualified by reference to the full text of the Liberty Revolving Credit Facility, filed as an exhibit to LEI's registration statement on Form S-4 of which this
proxy statement/prospectus forms a part.

  
DIRECTV Credit Facility 

        Following the Split-Off, DIRECTV will provide a $650 million credit facility to Greenlady pursuant to the DIRECTV Credit Facility. Borrowings under the DIRECTV
Credit Facility are subject to certain conditions precedent, including the occurrence of the effective time of the Split-Off, and the DIRECTV Credit Facility will mature on the
earlier of the closing of the Mergers and the termination of the Merger Agreement.

        The DIRECTV Credit Facility will be secured by a pledge of and first priority security interest in 53 million shares of DIRECTV common stock owned beneficially by
Greenlady, subject to certain adjustments.

        Borrowings under the DIRECTV Credit Facility will bear interest at a rate equal to 3.5% per annum until December 31, 2009 and thereafter at a rate per annum equal to
LIBOR plus 5.0%. If Greenlady defaults under the DIRECTV Credit Facility, it will be obligated to pay default interest equal to the rate otherwise applicable plus 2.00% per
annum.

        The DIRECTV Credit Facility contains negative covenants that, among other things, restrict, subject to certain exceptions, Greenlady's and its subsidiaries' ability to incur
indebtedness; grant liens and modify the Liberty Media loan agreement or the collar transaction. The DIRECTV Credit Facility also contains affirmative covenants that, among
other things, require Greenlady and its subsidiaries to comply with laws; pay taxes; maintain insurance; preserve existence; permit visitations; keep books and maintain
properties and report certain events.

        This summary is qualified by reference to the full text of the DIRECTV Credit Facility, filed as an exhibit to LEI's registration statement on Form S-4 of which this proxy
statement/prospectus forms a part.

  
Bennett Agreement 

        In connection with the execution of the Merger Agreement, the parties determined that the ownership by Robert R. Bennett, a director of Liberty Media, of certain Liberty
Media equity securities and his acquisition or sale of those securities could affect the tax consequences of the Split-Off. To address these concerns, DIRECTV required that
Liberty Media and LEI execute the Bennett Agreement pursuant to which Mr. Bennett agreed to specified limitations on his ability to transfer or acquire certain securities of
Liberty Media, LEI or DIRECTV.

        The Bennett Agreement provides that prior to the earlier of the termination of the Bennett Agreement or the completion of the DTV Business Combination, Mr. Bennett
will not acquire or dispose of (including through derivative transactions) any shares of Liberty Entertainment common stock prior to the Split-Off, any shares of LEI common
stock following the Split-Off and any shares of DIRECTV common stock, and Mr. Bennett will not exercise any options or stock appreciation rights in respect of Liberty
Entertainment common stock prior to the Split-Off or LEI common stock following the Split-Off, except that he may sell up to 750,000 LMDIA shares prior to the Split-Off or
an adjusted
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Series A Liberty Interactive common stock (or
another series of Liberty Interactive common stock
subject to certain limitations), as applicable, to the
Series A Liberty Entertainment common stock (or
another series of Liberty Entertainment common
stock subject to certain limitations) over a specified
60-trading day period. See paragraphs (b)(iii) and (b)
(vii) of Article IV, Section A.2. of the Liberty Media
charter.
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Optional Redemption for Stock of a Subsidiary

Liberty Media may redeem outstanding shares of
Liberty Entertainment common stock for shares of
common stock of a subsidiary that holds assets and
liabilities attributed to the Entertainment Group (and
may or may not hold assets and liabilities attributed to
any other group), provided that its board of directors
seeks and receives the approval to such redemption of
holders of Liberty Entertainment common stock,
voting together as a separate class.

If Liberty Media were to effect a redemption as
described above with stock of a subsidiary that also
holds assets and liabilities of the Capital Group and/or
the Interactive Group, shares of Liberty Capital
common stock and/or Liberty Interactive common
stock, as applicable, would also be redeemed in
exchange for shares of that subsidiary, and the entire
redemption would be subject to the class vote
described above as well as the separate class vote of
the holders of Liberty Capital common stock and/or
Liberty Interactive common stock, as applicable. See
Article IV, Section A.2.(f)(i) of the Liberty Media
charter.

 None.  None.

Mandatory Dividend, Redemption and Conversion Rights on Disposition of Assets

If Liberty Media disposes, in one transaction or a
series of transactions, of all or substantially all of the
assets of the Entertainment Group, it is required to
choose one of the following five alternatives, unless
its board obtains approval of the

 None.  None.
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•  convert each outstanding share of each series of
Liberty Entertainment common stock into a number of
shares of the corresponding series of Liberty Capital
common stock at a specified premium; or

•  combine a conversion of a portion of the
outstanding shares of Liberty Entertainment common
stock into a number of shares of the corresponding
series of Liberty Interactive common stock or Liberty
Capital common stock with either the payment of a
dividend on or redemption of shares of Liberty
Entertainment common stock, subject to certain
limitations. See Article IV, Section A.2.(f)(ii) of the
Liberty Media charter.
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    Class B common stock subject to such redemption

will be 110% of the per share market price for the
Class A common stock at such time. The
consideration will be payable in cash and/or in shares
of Class A common stock, or any combination of the
foregoing, at the election of the holder. See Article IV,
Section 4.11 of Annex G.

Voting Rights

Holders of Series A Liberty Entertainment common
stock are entitled to one vote for each share of the
stock held and holders of Series B Liberty
Entertainment common stock are entitled to ten votes
for each share of the stock held on all matters
submitted to a vote of its stockholders. Holders of
Series C Liberty Entertainment common stock are not
entitled to any voting powers (including with respect
to any class votes taken in accordance with the terms
of the Liberty Media charter), except as otherwise
required by Delaware law. When so required, holders
of Series C Liberty Entertainment common stock will
be entitled to 1/100th of a vote for each she rty Mco�co�co�co ea or any co
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which have not been approved by 75% of the
directors then in office. When these requirements
apply, the threshold vote required is 662/3% of the
aggregate voting power of Liberty Media's
outstanding voting securities, voting together as a
single class. See Article IX of the Liberty Media
charter.

 is required under the LEI charter. See Article VI,
Section B of Annex B.

The LEI charter imposes supermajority voting
requirements in connection with certain charter
amendments and other extraordinary transactions
which have not been approved by 75% of the
directors then in office. When these requirements
apply, the threshold vote required is 80% of the
aggregate voting power of LEI's outstanding voting
securities, voting together as a single class. See
Article VII of Annex B. See "—Amendments" and "—
Supermajority Voting Provisions" for a description of
these requirements.

Irrespective of the provisions of Section 242(b)(2) of
the DGCL, the number of authorized shares of
(i) preferred stock or any series thereof, or
(ii) common stock or any series thereof, may be
increased or decreased (but not below the number of
shares thereof then outstanding) by the affirmative
vote of the holders of a majority in voting power of
the stock of LEI entitled to vote thereon, and no
separate class or series vote of any of the preferred
stock, or common stock will be required therefor.

 to the excess shares, the terms requiring that the
consideration received in certain corporate
transactions by holders of Holdings Class B common
stock to not be less than the consideration received by
the holders of Holdings Class A common stock,
Holdings' right to redeem the Class B common stock
upon the death of Mr. Malone, and the liquidation,
dissolution or winding-up, and (ii) any amendment
resulting in a reclassification or recapitalization that
does not provide the holders of the Class B common
stock, among other things, the same relative voting
power of the Class B common stock versus the other
classes of common stock. However, no consent of the
Class B common stock will be required for Holdings
to enter into certain transactions with non-affiliates of
Holdings, regardless of whether such provisions will
result in the amendment of any of the provisions
referred to in claust扐� tc rred t fiwindingr fiwinor 
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    received by holders of Holdings Class A common
stock. This requirement was included pursuant to the
terms of the proposed stipulation of settlement and
will terminate if the stipulation of settlement has not
received final approval of the court by June 30, 2010
and upon the occurrence of certain other events.

The Holdings charter does not otherwise impose
supermajority voting requirements in connection with
charter amendments and other extraordinary
transactions.

Irrespective of the provisions of Section 242(b)(2) of
the DGCL, the �gUကñ䀀e one, ajoosed
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Inter-Group Interest

From time to time, the Liberty Media board may
determine to create an inter-group interest in the
Capital Group or the Interactive Group in favor of the
Entertainment Group, or vic��� vi n� vi n� r vic��� vi n�r up up upu vi n� �i ���o����o�� �o�ovor n�n�n�n�—m
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respective number of liquidation units per share. See
Article IV, Section A.2.(h) of the Liberty Media
charter.

As of the date of this proxy statement/prospectus, each
share of Liberty Entertainment common stock is
entitled to 0.21347 of a liquidation unit.

    

  
Other Provisions of LEI's Restated Charter and By-laws 

        LEI's restated charter and by-laws will also contain the following terms. All Liberty Entertainment stockholders are urged to read carefully the relevant provisions of
General Corporation Law of the State of Delaware and the restated charter which will be substantially in the form attached as Annex B and the by-laws, a form of which is filed
as an exhibit to LEI's registration statement on Form S-4 of which this proxy statement/prospectus forms a part.
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violation of the restrictions described above will receive proceeds from the sale of the excess shares equal to the lesser of:

• the price paid by the intended holder for the excess shares, or, if no consideration was paid, the fair market value on the day of the event causing the excess shares
to be held in trust; and 

• the net proceeds received from the sale or other disposition of the excess shares held in trust.

        Any proceeds in excess of the amount payable to the intended holder will be paid to the charitable beneficiary.

        In addition, the excess shares held in trust are subject to purchase by LEI for a 30-day period at a purchase price equal to the price paid by the intended holder for the excess
shares, or, if no consideration was paid, the fair market value on the day of the event causing the excess shares to be held in trust.

        The intended holder of excess shares will cease to be entitled to distributions (other than liquidating distributions up to an amount equal to the amount the holder would
have received upon a repurchase by LEI, as described above), voting rights or any other benefits with respect to the excess shares except the right to payment on the transfer of
the excess shares as described above. Any dividend or distribution paid to an intended holder on excess shares must be repaid to LEI upon demand, and LEI will pay any such
amounts to the trust for the benefit of the charitable beneficiary. However, if LEI distributes stock in connection with a stock dividend, stock split, reclassification or
recapitalization, the excess share provisions will continue to apply, with appropriate adjustments, to both the excess shares with respect to which the distribution was made as
well as the stock that was distributed.

Exceptions

        These excess share provisions will not apply to acquisitions of stock from LEI or in connection with the Split-Off. In addition, the excess share provisions will not apply to
shares held by the Malones.

Waivers

        These ownership restrictions may not be waived by the LEI board of directors except in the event of an inadvertent violation of the provisions. Any waiver must be
conditioned upon the intended holder promptly disposing of a sufficient nu�rrrrt-rn o fho t be waive� vddiofEI boar�o t b ve� vddiofili propropti er, i e� vddonn v  vdd t the, he,�i  pro suff� i 
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Corporate Opportunity 
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common stock with respect to the payment of dividends and the distribution of assets in the event of a liquidation or dissolution of Holdings.

Restrictions on Ownership; Transfer of Excess Shares to a Trust

Ownership Limitations

        The Holdings charter will contain restrictions on the transfer of Holdings common stock during the first year after completion of the Split-Off. These provisions are
designed to protect Holdings and its stockholders from, among other things, liability for potential adverse effects under Section 355(e) of the Code that could result from certain
changes in ownership of shares of Holdings common stock in light of Holdings participating in the Mergers.

        The excess share provision of the Holdings charter will provide that, subject to certain exceptions, during the period beginning on the effective date of the Split-Off and
ending one year and one day from such date (the "restriction period"), no person may acquire, actually or constructively by virtue of certain of the attribution and aggregation
provisions of the Code and Treasury Regulations, any shares of Holdings common stock to the extent such acquisition would (i) cause such person to own, actually or
constructively, 10% or more of any class of Holdings common stock (a "10% shareholder") or, if such person actively participates in management of Holdings, 5% or more of
any class of Holdings common stock (a "controlling shareholder") or (ii) increase the amount of Holdings stock treated as owned by a 10% shareholder or controlling
shareholder. In addition, the excess share provisions will provide that during such restriction period, certain "prohibited persons" may not acquire actually or constructively by
virtue of certain of the attribution and aggregation provisions of the Code and Treasury Regulations any shares of Holdings common stock if such acquisition would not be
protected by the so called "public trading" safe harbor contained in the Treasury Regulations under Section 355(e) of the Code. For these purposes, a prohibited person is any
person that had an agreement, understanding, arrangement, or engaged in substantial negotiations regarding an acquisition of stock of Holdings, Liberty Media, LEI or
DIRECTV during the two-year period preceding the Split-Off, and persons who would be aggregated with, or from whom ownership of such stock would be attributed to, such
person under Section 355(e) of the Code and the Treasury Regulations. Acquisitions of Holdings common stock described in this paragraph are referred to as "prohibited
acquisitions." If a prohibited person enters into an agreement, understanding or arrangement, or engaged in substantial negotiations regarding a prohibited acquisition prior to
the day after the first anniversary of the Split-Off and such prohibited person prior to the Split-Off entered into an agreement, understanding or arrangement, or engaged in
substantial negotiations regarding the prohibited acquisition (or a similar acquisition within the meaning of the Treasury Regulations under Section 355(e) of the Code), the
restriction period will be extended with respect to such prohibited person until the later of the first day after the second anniversary of the Split-Off or six months and one day
after the date that the prohibited acquisition was consummated or terminated.

        The excess share provisions were included in the Holdings charter in order to induce DIRECTV to enter into the Merger Agreement and the Transactions.

Remedies

        Any purported prohibited acquisition occurring during the restriction period, will be null and void to the intended holder. The stock will be treated in accordance with the
excess share provisions of the Holdings charter. At the closing of the Mergers, Holdings will create a trust for the exclusive benefit of a charitable beneficiary. The trustee of the
trust will be designated by the audit committee of Holdings' board of directors and will not be affiliated with Holdings or the intended holder. Excess shares will be transferred
to the trustee of the trust for the exclusive benefit of the charitable beneficiary until such time as the excess shares are transferred to a person whose ownership will not violate
the restrictions
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such person unless such proceeding was authorized or consented to by the board of directors. Holdings will pay expenses of a director or officer in defending any proceeding in
advance of its final disposition, provided that such payment is made upon receipt of an undertaking by the director or officer to repay all amounts advanced if it should be
ultimately determined that the director or officer is not entitled to indemnification.

Corporate Opportunity

        It is explicitly acknowledged in the Holdings charter that non-employee officers and directors of Holdings may serve as directors, officers, employees and agents of other
corporations or entities that engage in the same, similar or related lines of business as Holdings, or have interests in the same areas of business opportunity as Holdings, or
which engage in material business transactions with Holdings. Such non-employee directors and officers, to the fullest extent permitted by law, have no duty or obligation to
refer any potential business opportunity to Holdings, or refrain from referring any such potential business opportunity to such other corporation or entity, and Holdings will not
have any right, interest or expectancy in respect of such potential business opportunity and renounces any interest or expectancy therein. However, if the non-employee director
or officer of Holdings is expressly offered the potential business opportunity solely in his or her capacity as a director or officer of Holdings or any subsidiary of Holdings, and
the potential business opportunity is related to a line of business in which Holdings is directly engaged, then the foregoing limitations of Holdings' rights will not apply in
respect of such potential business opportunity. T a linentioflinentioecor��e direc
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stock, among other things, the same relative voting power of the Holdings Class B common stock versus the other classes of common stock. However, no consent of the
Holdings Class B common stock will be required for Holdings to enter into certain transactions with non-affiliates of Holdings, regardless of whether such provisions will result
in the amendment of any of the provisions referred to in clauses (i) or (ii) above.

        Amendment of By-laws.    The by-laws of Holdings provide that, except as provided below, such by-laws may be amended, repealed and new by-laws may be adopted by
(i) the board at any meeting of the board by the affirmative vote of a majority of the whole board, (ii) by unanimous written consent of the board in lieu of a meeting, (iii) at any
annual meeting of stockholders or at any special meeting of the stockholders called by the board for that purpose, by the affirmative vote of not less than a majority of the voting
power of all outstanding shares of all classes and series of capital stock of the corporation entitled to vote thereon, voting as a single class. The provision in the Holdings by-laws
that requires that a majority of the Holdings board and at least 50% of the audit committee, compensation committee and any special transaction committee established by the
Holdings board for the purpose of evaluating a change of control transaction proposal received by Holdings should consist of Qualifying Directors will not be amended until the
third anniversary of the Mergers unless such amendment is approved by a majority of the holders of Holdings Class A common stock, and thereafter, will be amended only by
either (i) the approval of a majority of the Holdings board (which must include a unanimous vote of the Qualifying Directors), or (ii) a majority of the holders of Holdings
Class A common stock. The requirement described in the immediately preceding sentence was included pursuant to the terms of the proposed stipulation of settlement and will
terminate if the stipulation of settlement has not received final approval of the court by June 30, 2010 and upon the occurrence of certain other events.

        Prior to the first annual meeting of the stockholders of Holdings after the effective time of the Mergers any amendment made by the board of directors with respect to the
super-majority voting provisions of the bylaws relating to the following requires the affirmative vote of not less than 80% of the directors then serving on the board (with any
fractional number being rounded up to the next whole number):

• any increase to the number of directors of Holdings in excess of twelve (12) directors; and 

• if the additional director to the Holdings board who is to be approved by Holdings and LEI prior to the Mergers is not serving as a member of the Holdings
board of directors at the Merger Effective Time, then the first individual appointed by the board to serve as an independent director (for Nasdaq purposes) in that
slot following the effective time of the Mergers.

        Before the vacancy in the office of President and Chief Executive Officer of Holdings created by the resignation of Mr. Carey (and without regard to the appointment of
Mr. Hunter as interim Chief Executive Officer) has been filled, any amendment made by the board of directors with respect to the following super-majority voting provisions of
the bylaws requires the affirmative vote of not less than 80% of the directors then serving on the board (with any fractional number being rounded up to the next whole
number):

• filling the vacancy in the office of President and Chief Executive Officer of Holdings created by the resignation of Mr. Carey (and without regard to the
appointment of Mr. Hunter as interim Chief Executive Officer).
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MATERIAL U.S. FEDERAL INCOME TAX CONSEQUENCES 

        Subject to the limitations and qualifications described herein, the following discussion constitutes the opinion of Skadden, Arps, Slate, Meagher & Flom LLP, tax counsel
to Liberty Media, insofar as it summarizes U.S. Federal income tax law as to the material U.S. federal income tax consequences to holders of Liberty Entertainment common
stock as a result of the Split-Off and the LEI Merger and Malone Contribution. The LEI Merger and Malone Contribution are collectively referred to in the remainder of this
section as the LEI Transactions. This discussion is based on the Code, the Treasury regulations promulgated under the Code and interpretations of such authorities by therefe
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tax-free transaction under Sections 355 and 368(a)(1)(D) of the Code. Opinions of counsel are not binding upon the IRS or the courts, and the conclusions in the tax opinion
pertaining to the Split-Off could be challenged by the IRS and a court could sustain such a challenge. The opinion of counsel will be based upon the Code, Treasury
Regulations, administrative rulings and court decisions, all as in effect as of the date on which the opinion is issued and all of which are subject to change, possibly with
retroactive effect. In addition, the opinion of counsel will be based upon certain assumptions and factual representations made by the officers of Liberty Media and LEI (and
Holdings as successor to LEI) and certain stockholders of Liberty Media and LEI, as well as certain undertakings made by Liberty Media and LEI (and Holdings as successor to
LEI) and certain stockholders of Liberty Media and LEI. If any of those factual representations or assumptions is incorrect or untrue in any material respect, any undertaking is
not complied with, or the facts upon which the opinion is based are materially different from the facts at the time of the Split-Off, the Split-Off may not qualify for tax-free
treatment.

        If the Split-Off does not qualify for tax-free treatment, then Liberty Media would recognize taxable gain in an amount equal to the excess of the fair market value of the
LEI common stock held by it immediately before the Split-Off over Liberty Media's tax basis therein. In addition, the exchange by the holders of Liberty Entertainment
common stock in the Split-Off would be a taxable exchange, and each U.S. holder that participated in the Split-Off would recognize either (i) a capital gain or loss equal to the
difference between the fair market value of the shares of LEI common stock received and the holder's tax basis in Liberty Entertainment common stock surrendered in exchange
therefor; or, (ii) in certain circumstances (including where a holder did not experience any decrease in its percentage ownership of Liberty Media common stock (directly or by
attribution) as a result of the Split-Off and certain related transactions), a taxable distribution equal to the fair market value of the shares of LEI common stock received which
would be taxed (a) as a dividend to the extent of the holder's share of Liberty Media's current and accumulated earnings and profits (including the gain to Liberty Media
described above), then (b) as a non-taxable return of capital to the extent of the holder's tax basis in Liberty Entertainment common stock with respect to which the distribution
was made (although there may be certain other alternatives for determining the amount of such non-taxable return of capital if such stockholder owns shares of Liberty Media
common stock other than those upon which the distribution was made), and thereafter (c) as a capital gain with respect to the remaining value. An individual U.S. holder would
generally be subject to U.S. federal income tax at a preferential rate with respect to the portion of the Split-Off that was treated as a dividend or capital gain, subject to certain
exceptions for certain short term and hedged positions (including positions held for one year or less, in the case of a capital gain), which could instead cause the distribution to
be taxed in whole or in part at higher ordinary income rates.

        Even if the Split-Off otherwise qualifies for tax-free treatment under Sections 355 and 368(a)(1)(D) of the Code, the Split-Off would result in a significant U.S. federal
income tax liability to Liberty Media (but not holders of Liberty Entertainment common stock) under Section 355(e) of the Code if one or more persons acquire a 50-percent or
greater interest (measured by vote or value) in the stock of Liberty Media or LEI as part of a plan or series of related transactions that includes the Split-Off. Current tax law
generally creates a presumption that any acquisition of the stock of Liberty Media or LEI within two years before or after the Split-Off is part of a plan that includes the Split-
Off, although the parties may be able to rebut that presumption. The process for determining whether an acquisition is part of a plan under these rules is complex, inherently
factual and subject to interpretation of the facts and circumstances of a particular case. Liberty Media does not expect that the DTV Business Combination, by itself, will cause
Section 355(e) of the Code to apply to the Split-Off and as part of the private letter ruling process, will seek certain rulings from the IRS regarding the manner in which certain
other transactions are taken into account for these purposes. However, notwithstanding the opinion of counsel described above or any IRS rulings that may be obtained, Liberty
Media, LEI or Holdings might inadvertently cause or permit a prohibited change in
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U.S. federal income tax purposes as an exchange described in Section 351 of the Code. It is the opinion of Skadden, Arps, Slate, Meagher & Flom LLP that, for U.S. federal
income tax purposes:

• no gain or loss will be recognized by, and no amount will be included in the income of, holders of LEI common stock upon the receipt of (i) shares of Holdings
Class A common stock by holders of LEI Series A common stock and holders of LEI Series B common stock in the LEI Merger and (ii) shares of Holdings
Class B common stock by holders of LEI Series B common stock in the Malone Contribution; 

• a holder of LEI common stock who receives cash in lieu of a fractional share of Holdings common stock in the LEI Transactions will recognize gain or loss
measured by the difference between the basis of the fractional share deemed received and the amount of cash received, which gain or loss will be treated as
capital gain or loss; 

• the tax basis of (i) the shares of Holdings Class A common stock received by holders of LEI Series A common stock and holders of LEI Series B common stock
in the LEI Merger and (ii) the shares of Holdings Class B common stock received by holders of LEI Series B common stock in the Malone Contribution will
equal the basis of the shares of LEI common stock surrendered in exchange therefor, provided either that such LEI common stock does not have a tax basis that
exceeds its fair market value or, if it does, that a certain election to reduce the tax basis of such Holdings common stock to its fair market value is not made; and 

• the holding period of (i) the shares of Holdings Class A common stock received by holders of LEI Series A common stock and holders of LEI Series B common
stock in the LEI Merger and (ii) the shares of Holdings Class B common stock received by holders of LEI Series B common stock in the Malone Contribution
will include the holding period, as determined for U.S. federal income tax purposes, of the LEI common stock surrendered in exchange therefor.

        Opinions of counsel are not binding upon the IRS or the courts, and the conclusions in the tax opinion pertaining to the LEI Transactions could be challenged by the IRS
and a court could sustain such a challenge. The opinion of counsel will be based upon the Code, Treasury Regulations, administrative rulings and court decisions, all as in effect
as of the date on which the opinion is issued and all of which are subject to change, possibly with retroactive effect. In addition, the opinion of counsel will be based upon
certain assumptions and factual representations made by the officers of LEI and DIRECTV and certain stockholders of LEI, as well as certain undertakings made by LEI and
DIRECTV and certain stockholders of LEI. If any of those factual representations or assumptions is incorrect or untrue in any material respect, any undertaking is not complied
with, or the facts upon which the opinion is based are materially different from the facts at the time of the LEI Transactions, the LEI Transactions may not qualify for tax-free
treatment.

        If the LEI Transactions do not qualify for tax-free treatment, then the exchange by the holders of LEI common stock in the LEI Transactions would be a taxable exchange,
and each U.S. holder that participated in the LEI Transactions would recognize a capital gain or loss equal to the difference between (i) the sum of the fair market value of
Holdings common stock received and any cash received in lieu of a fractional share and (ii) the holder's tax basis in LEI common stock surrendered in exchange therefor. The
tax basis of such Holdings common stock would generally be its fair market value, and the holding period for such Holdings common stock would generally commence at the
effective time of the LEI Transactions.

  
Backup Withholding 

        Payments of cash in lieu of a fractional share of any class of Holdings common stock made in connection with the LEI Transactions may, under certain circumstances, be
subject to backup withholding, unless a holder provides proof of an applicable exemption or a correct taxpayer
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identification number, and otherwise complies with the applicable requirements of the backup withholding rules. Any amounts withheld under the backup withholding rules are
not additional tax and may be refunded or credited against the holder's U.S. federal income tax liability, provided that the holder furnishes the required information to the IRS.

  
Stockholder Information Reporting 

        A holder of LEI common stock who receives Holdings common stock and who owns at least 5% (by vote or value) of the total outstanding LEI common stock
immediately before the effective time of the LEI Transactions and/or at least 5% (by vote or value) of the total outstanding Holdings common stock immediately following the
effective time of the LEI Transactions generally will be required to attach to such holder's federal income tax return for the year in which the LEI Transactions are consummated
a statement or statements setting forth certain information relating to the LEI Transactions, as prescribed by applicable Treasury regulations.

        Holders of Liberty Entertainment common stock are urged to consult their tax advisors as to the particular tax consequences to them as a result of the Split-Off
and the LEI Transactions, including applicable state, local and foreign laws and any changes in federal tax laws that occur after the date of this proxy
statement/prospectus.
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Selected Unaudited Historical Attributed Financial Data of the Entertainment Group 

        The following tables present selected historical attributed financial information of the Entertainment Group for the sixp

 tancnt se leswlL

i A TS�.1ha SAe䀀di i夀di i昀 I di nȀdi n耀di n∀ , a SAl堀di n猀di n砀 

I a SA9�di �AsTTED

S

Sa

S

A

l

Ԁ

d

i

n

耀d

i

n

␀

�

S

A

l

䐀

d

i

n

夀d

i

n

耀

�

S

A

l

錀

d

i

g

ࠀ

d

i

g

ጀ

 

 

 

d

i

M

䀀

S

A

9

戀

d

i

g

瘀

d

i

g

阀

d

i

M

d

i

s

 

a

S

h

倀d

i

i

A

I

I

s

�

.

 

S

S

�

N

I

9

I

T

T

N

S

�

I

s

E

R

E

D

H

i

I

A

�

.

H

i

b

R

X

i

H

E

T

T

 

G

E

I

A

G

X

i

E

D

E

R

T

E

D

E

N

S

9

G

T

O

I

H

a

S

o

耀

G

A

G

G

A

a

S

A

l

Ԁ

d

i

n

耀d

i

n

␀

a

S

n

䐀d

i

n

夀d

i

n

搀

 

�

S

A

l

錀

d

i

g

ࠀ

d

i

g

᠀

 

I

d

i

M

䀀

d

i

g

戀d

i

g

瘀

�

S

A

r

阀

d

i

M

d

i

a

耀d

i

h

倀

S

A

d

圀



 



Table of Contents

  
SELECTED FINANCIAL DATA FOR DIRECTV AND HOLDINGS 

  How the Financial Data was Prepared 

        The following selected financial data have been derived from, and should be read in conjunction with, DIRECTV's consolidated financial statements. The consolidated
statements of operations data for each of the three years in the period ended December 31, 2008 and the consolidated balance sheet data as of December 31, 2007 and 2008 have
been derived from DIRECTV's consolidated financial statements which are incorporated by reference into this proxy statement/prospectus, and have been audited by Deloitte &
Touche LLP, DIRECTV's independent registered public accountants. The consolidated statement of operations data for the year ended December 31, 2004 and 2005 and the
consolidated balance sheet data as of December 31, 2004, 2005 and 2006 have been derived from DIRECTV's audited consolidated financial statements which have not been
incorporated into this proxy statement/prospectus. The consolidated statements of operations data for the six months ended June 30, 2008 and 2009, and the consolidated
balance sheet data as of June 30, 2009 have been derived from DIRECTV's unaudited consolidated financial statements and, in the opinion of management, include all
adjustments, consisting only of normal recurring items, necessary to present fairly such data. The unaudited consolidated financial statements and notes thereto as of and for the
six months ended June 30, 2008 and 2009 are incorporated by reference into this proxy statement/prospectus. The results of operations for the six months ended June 30, 2009
are not necessarily indicative of the results of operations which may be expected for the full 2009 fiscal year.

        You should read the following financial information in conjunction with the sections entitled "Management's Discussion and Analysis of Results of Operations and
Financial Condition" and "Business," and the audited and unaudited consolidated financial statements set forth in DIRECTV's Current Report on Form 8-K filed with the SEC
on June 1, 2009 and Quarterly Report on Form 10-Q for the quarter ended June 30, 2009, each included in Annex D of this proxy/statement prospectus. See "Additional
Information—Where You Can Find More Information" for reference to the financial statements and other information incorporated by reference into this proxy
statement/prospectus.
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Selected Historical Financial Data of DIRECTV 

  Years Ended December 31,  
Six Months

Ended June 30, 
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the assumptions made in determining the pro forma data, see the notes to "Holdings Unaudited Pro Forma Condensed Combined Financial Statements" appearing in Annex D.

  

As of and for the
six months ended

June 30, 2009  

For the year
ended

December 31,
2008  

  

Pro Forma Giving
Effect to the

merger
transactions

involving
The DIRECTV

Group
and LEI  

Pro Forma
Giving

Effect to the
merger

transactions
involving The

DIRECTV
Group

and LEI  

  
(Dollars in Millions, Except Per Share

Amounts)  
Statement of Operating Data:        
Revenues  $ 10,224 $ 19,905 
Total operating costs and expenses   9,084  17,179 
      

Operating profit  $ 1,140 $ 2,726 
      

Income from continuing operations  $ 540 $ 1,671 
      

Income from continuing operations attributable to common shareholders  $ 518 $ 1,579 
      

Basic and diluted income from continuing operations attributable to common shareholders per common share  $ 0.53 $ 1.46 
      

Balance Sheet Data:        
Total assets  $ 17,473    
Long-term debt   7,007    
Stockholders' equity   3,395    
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multiplying the pro forma combined amounts for Holdings by the exchange ratio of about 1.11111 shares of Holdings Class A or B common stock for each share of LEI
common stock.
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MANAGEMENT OF LEI 

  Executive Officers and Directors 

        The following sets forth certain information concerning persons who will be the executive officers and directors of LEI if the Merger Agreement is terminated and the
Split-Off is completed, including their birth dates, directorships held and a description of their business experience, including positions held with Liberty Media. The following
persons will not be the executive officers and directors of LEI immediately following the completion of the Split-Off if the DTV Business Combination is completed.

Name  Positions
John C. Malone  Chairman of the Board and a director of LEI.
Age: 68    

Chairman of the Board and a director of Liberty Media since March 2006. Chairman of the Board and a
director of Liberty Media's predecessor (Old Liberty) from 1994 to May 2006. Chief Executive Officer
of Old Liberty from August 2005 to February 2006. Mr. Malone served as Chairman of the Board of TCI
from November 1996 to March 1999 and Chief Executive Officer of TCI from January 1994 to March
1997. Mr. Malone is Chairman of the Board of LGI, Chairman of the Board of DIRECTV and a director
of Discovery Communications, Inc. (Discovery), IAC, Expedia,  Inc. and Sirius XM Radio Inc. (Sirius).

Gregory B. Maffei  Chief Executive Officer, President and a director of LEI.
Age: 49    

Chief Executive Officer, President and a director of Liberty Media since March 2006. Chief Executive
Officer and President of Old Liberty since February 2006 and a director of Old Liberty from November
2005 to May 2006. CEO-Elect of Old Liberty from November 2005 through February 2006. Mr. Maffei
served as President and Chief Financial Officer of Oracle Corporation from June 2005 until November
2005. Mr. Maffei served as Chairman and Chief Executive Officer of 360networks Corporation from
January 2000 until June 2005. Previously, Mr. Maffei was Chief Financial Officer of Microsoft
Corporation and Chairman of the Board of Expedia, Inc. Mr. Maffei serves as a director of Electronic
Arts, Inc., DIRECTV and Sirius.

Charles Y. Tanabe  Executive Vice President and General Counsel of LEI.
Age: 57    

Executive Vice President of Liberty Media since January 2007, a Senior Vice President of Liberty Media
from March 2006 to December 2006, the General Counsel of Liberty Media since March 2006 and the
Secretary of Liberty Media from March 2006 to December 2007. Executive Vice President of Old
Liberty since January 2007, a Senior Vice President of Old Liberty from January 1999 to December
2006, the Secretary of Old Liberty from April 2001 to March 2008 and the General Counsel of Old
Liberty since January 1999.
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Name  Positions

Evan D. Malone  A director of LEI.
Age: 39    

A director of Liberty Media since August 2008. Dr. Malone has been an engineering consultant for more
than the past five years. Since January 2008, Dr. Malone has served as the owner and manager of a real
estate property and management company, 1525 South Street LLC. During 2008, Dr. Malone also served
as a post-doctoral research assistant at Cornell University and an engineering consultant with Rich Food
Products, a food processing company. Dr. Malone has served as co-owner and director of Drive Passion
PC Services, CC, an Internet café, telecommunications and document services company, in South Africa
since 2007 and served as an applied physics technician for Fermi National Accelerator Laboratory, part of
the national laboratory system of the Office of Science, U.S. Department of Energy, from 1999 until
2001.

David E. Rapley  A director of LEI.
Age: 68    

A director of Liberty Media since May 2006. A director of Old Liberty from July 2002 to May 2006,
having previously served as a director of Old Liberty during 1994. Mr. Rapley has served as President of
Rapley Consulting, Inc. since 2002. Mr. Rapley served as Executive V�wt�퀀rtmend an engiarideec evRae ay ti �ducbertySince Jduri ly 2, ti r Ol . si倀
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        So far as is known to Liberty Media, the persons indicated below would have sole voting power with respect to the shares estimated to be owned by them, except as
otherwise stated in the notes to the table.

Name  Title of Series  

Amount and
Nature of
Beneficial

Ownership
(in thousands)  

Percent
of

Series
(%)  

Voting
Power

(%)  
John C. Malone  Series A   3,041(1)  *  32.6 
 Chairman of the Board  Series B   22,016(2)  92.8    

Gregory B. Maffei
 

Series A
  

2,146(3)
 

*
  

*
 

 Director, President and Chief Executive
Officer

 Series B   —       

Robert R. Bennett. 
 

Series A
  

851(4)
 

*
  

4.6
 

 Director  Series B   3,002(5)  12.3    

Donne F. Fisher
 

Series A
  

74(6)
 

*
  

*
 

 Director  Series B   100  *    

Paul A. Gould
 

Series A
  

266(7)
 

*
  

*
 

 Director  Series B   108  *    

Evan D. Malone
 

Series A
  

2(6)
 

*
  

*
 

 Director  Series B   —       

David E. Rapley
 

Series A
  

23(6)
 

*
  

*
 

  Director  Series B   —       

M. LaVoy Robison
 

Series A
  

23(6)
 

*
  

*
 

 Director  Series B   —       

Larry E. Romrell
 

Series A
  

21(6)
 

*
  

*
 

  Director  Series B   1  *  * 

Charles Y. Tanabe
 

Series A
  

722(8)
 

*
  

*
 

 Executive Vice President and General
Counsel

 Series B   —       

David J.A. Flowers
 

Series A
  

619(3)
 

*
  

*
 

 Senior Vice President and Treasurer  Series B   —       

Albert E. Rosenthaler
 

Series A
  

246(3)
 

*
  

*
 

 Senior Vice President  Series B   —       

Christopher W. Shean
 

Series A
  

323(3)
 

*
  

*
 

 Senior Vice President and Controller  Series B   —       

All directors and executive officers
 

Series A
  

8,360(9)
 

1.9
  

36.3
 

 as a group (13 persons)  Series B   25,228(10)  94.4    

* Less than one percent 

(1) See footnotes (1), (2), (3), (4), (5), (6) and (7) to the table included under "Security Ownership of Certain Beneficial Owners and Management of Liberty Media—
Security Ownership of Management" below. 

(2) See footnotes (1), (5), (6) and (8) to the table included under "Security Ownership of Certain Beneficial Owners and Management of Liberty Media—Security
Ownership of Management" below.
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(3) See footnotes (2), (4) and (5) to the table included under "Security Ownership of Certain Beneficial Owners and Management of Liberty Media—Security Ownership of
Management" below. 

(4) See footnotes (2), (5) and (9) to the table included under "Security Ownership of Certain Beneficial Owners and Management of Liberty Media—Security Ownership of
Management" below. 

(5) See footnote (5) and (9) to the table included under "Security Ownership of Certain Beneficial Owners and Management of Liberty Media—Security Ownership of
Management" below. 

(6) See footnote (5) to the table included under "Security Ownership of Certain Beneficial Owners and Management of Liberty Media—Security Ownership of
Management" below. 

(7) Includes beneficial ownership of 21,996 shares of LEI Series A common stock that may be acquired upon exercise of, or which relate to, stock options and stock
appreciation rights exercisable within 60 days after August 31, 2009. 

(8) See footnotes (2), (4), (5) and (10) to the table included under "Security Ownership of Certain Beneficial Owners and Management of Liberty Media—Security
Ownership of Management" below. 

(9) See footnotes (2), (3), (4), (5), (6), (7), (9) and (11) to the table included under "Security Ownership of Certain Beneficial Owners and Management of Liberty Media—
Security Ownership of Management" below. 

(10)

ssnagement" of Lincluded u

er "Securi

0

)

berty Medof L n Beneficial Owners and uriof Liberty Media—

S

nd m n











 

Table of Contents

Name  Positions

Charles R. Lee  A director of Holdings.
Age: 69    

Mr. Lee has served as a director and a member of the Compensation Committee and Nominating and
Corporate Governance Committee of DIRECTV since December 2003 and Chair of the Compensation
Committee of DIRECTV since February 2006. From April 2002 to December 2003, Mr. Lee served as
the non-executive Chairman of Verizon Communications, Inc., or Verizon. From 2000 through 2002,
Mr. Lee served as Chairman and Co-Chief Executive Officer of Verizon. Previously, Mr. Lee served as
Chairman of the Board of Directors and Chief Executive Officer of GTE Corporation. Mr. Lee is also a
director of The Procter & Gamble Company, United Technologies Corporation, United States Steel
Corporation and Marathon Oil Corporation. Mr. Lee is a Trustee Emeritus and Presidential Councilor of
Cornell University. He serves on the Board of Overseers for The Weill Cornell Medical College and is arseetes d es a aner
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Name  Positions

Gregory B. Maffei  A director of Holdings.
Age: 49    

Mr. Maffei has served as a director of DIRECTV since February 2008. Mr. Maffei has served as Chief
Executive Officer, President and a director of Liberty Media since March 2006. Previously, he served as
Chief Executive Officer and President of Old Liberty from February 2006 to March 2006, a director of
Old Liberty from November 2005 to May 2006 and CEO-Elect of Old Liberty from November 2005
through February 2006. Mr. Maffei served as President and Chief Financial Officer of Oracle
Corporation from June 2005 until November 2005. Mr. Maffei served as Chairman and Chief Executive
Officer of 360networks Corporation from January 2000 until June 2005. Previously, Mr. Maffei was
Chief Financial Officer of Microsoft Corporation and Chairman of the Board of Expedia, Inc. Mr. Maffei
serves as a director of Electronic Arts, Inc., DIRECTV and Sirius.

Nancy S. Newcomb  A director of Holdings.
Age: 64    

Ms. Newcomb has served as a director of DIRECTV and a member of the Audit Committee of
DIRECTV since February 2006. Since April, 2008, Ms. Newcomb has also served on the Nominating
and Corporate Governance Committee of DIRECTV. Ms. Newcomb served as a senior corporate officer,
risk management, of Citigroup from May 1998 until April 2004. She served as a customer group
executive of Citicorp (the predecessor corporation) from December 1995 to April 1998, as a division
executive, Latin America, from September 1993 to December 1995 and as the principal financial officer
responsible for liquidity, funding and capital management from January 1988 to August 1993.
Ms. Newcomb currently serves as a director of Moody's Corporation and Sysco Corporation.
Ms. Newcomb is also a member of the Governing Council of the Van Leer Group Foundation, the
Netherlands.

Haim Saban  A director of Holdings.
Age: 64    

Mr. Saban has served as a dire or of Honci rporationU T
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        For information concerning the compensation policy for directors of DIRECTV, see the "Executive and Director Compensation" section of the DIRECTV annual proxy
statement. A copy of the DIRECTV annual proxy statement is available free of charge as described under "Additional Information—Where You Can Find More Information"

  
Pro Forma Security Ownership of Certain Beneficial Owners 

        The following table sets forth information, to the extent known by Liberty Media or ascertainable from public filings of Liberty Media and DIRECTV, with respect to the
estimated beneficial ownership of each person or entity (other than persons who will serve as directors or executive officers of Holdings, whose pro forma ownership
information follows) who is expected to beneficially own more than five percent of the outstanding shares of any class of Holdings common stock.

        The security ownership information for Holdings common stock has been estimated based upon pro forma outstanding stock information for LEI common stock as of
August 31, 2009 (which is based on outstanding stock information for Liberty Entertainment common stock as of such date), and outstanding stock information for DIRECTV
common stock as of August 31, 2009. The percentage ownership information, has been estimated based upon 916,628,522 shares of Holdings Class A common stock, and
21,806,138 shares of Holdings Class B common stock estimated to have been issued in the DTV Business Combination (assuming an LEI Exchange Ratio of 1.11111 and a
DIRECTV Exchange Ratio of 1).

        So far as is known to Liberty Media, the persons indicated below would have sole voting power with respect to the shares estimated to be owned by them, except as
otherwise stated in the notes to the table.

Name and Address of Beneficial Owner
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�EAT�T(଀aSRT܀��NTEI�TNhV─R䕢倀Ǹ(HESE�EIa�H�TRRRSR(䀀9଀TINSRT�T(଀aSRX9�aSEDSHe��

H

I

T

H

a

T

T

�

T

I

X

T

N

E

C

e

�

�

�

T

O

�

N

T

T

T

T

�

�

�

�

E

E

1

e

�

�

V

H

1

�

�

O

T

E

THITHaR�

Ѐ

Ȁ

�

T

I

X

T

N

E

C

T

D

I

�

T

N

h

V

─

R

䕢

倀

N

̀

(

H

E

a

�

E

VȀ



 

Table of Contents

days of August 31, 2009, are deemed to be outstanding and to be beneficially owned by the person holding the options, warrants or convertible securities for the purpose of
computing the percentage ownership of the person, but are not treated as outstanding for the purpose of computing the percentage ownership of any other person.

        So far as is known to Liberty Media, the persons indicated below would have sole voting power with respect to the shares estimated to be owned by them, except as
otherwise stated in the notes to the table.

Name  Title of Class  

Amount and
Nature of
Beneficial

Ownership
(in thousands)  

Percent
of Class

(%)  

Voting
Power

(%)  
John C. Malone  Class A   6,041(2)  *  24.2(1)
 Chairman of the Board  Class B   21,806(3)  100    

Chase Carey  Class A   1,244(4)  *  * 
 Director and Former Chief Executive Officer of DIRECTV  Class B   —       

Neil R. Austrian  Class A   24(5)  *  * 
 Director  Class B   —       

Ralph F. Boyd, Jr.  Class A   10(6)  *  * 
 Director  Class B   —       

Paul A. Gould  Class A   415(7)  *  * 
 Director  Class B   —       

Charles R. Lee  Class A   64(8)  *  * 
 Director  Class B   —       

Peter A. Lund  Class A   36(9)(10)  *  * 
 Director  Class B   —       

Gregory B. Maffei  Class A   2,243(11)  *  * 
 Director  Class B   —       

Nancy S. Newcomb  Class A   18  *  * 
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(1) Immediately after the Mergers, it is estimated that the Malones will own approximately 2.9 million shares of Holdings Class A common stock and approximately
21.8 million shares of Holdings Class B common stock. The shares of Holdings Class A common stock that are anticipated to be owned by the Malones would represent

d
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS

AND MANAGEMENT OF LIBERTY MEDIA 

         

  Security Ownership of Certain Beneficial Owners 
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Southeastern. Mr. Hawkins could be deemed to be a controlling person of Southeastern but disclaims the existence of such control. Mr. Hawkins does not own directly
or indirectly any securities covered by the Schedule 13G/A. Southeastern and Mr. Hawkins disclaim beneficial ownership of the shares covered by the Schedule 13G/A
pursuant to Rule 13d-4. The Schedule 13G/A states that Southeastern has sole voting power over 32,831,693 shares of LMDIA, shared voting power over
20,395,715 shares of LMDIA and no voting power over 6,744,879 shares of LMDIA. Longleaf has shared voting power over 20,395,715 shares of LMDIA.

(4) The number of shares of LINTA is based upon the Schedule 13G/A, dated December 10, 2007, filed by The Growth Fund of America, an investment company, with
respect to shares of LINTA. The Schedule 13G/A states that The Growth Fund has sole voting power over 38,167,500 shares of LINTA. The Schedule 13G/A also states
that The Growth Fund is advised by CRMC and an agreement between The Growth Fund and CRMC on the joint filing of Schedule 13G is filed as an exhibit. 

(5) The number of shares of LCAPA is based on the Schedule 13G/A filed on February 13, 2009 by ClearBridge Advisors, LLC, an investment advisor (ClearBridge). The
Schedule 13G states that ClearBridge has sole voting power over 7,195,192 shares of LCAPA. 

(6) The number of shares of LINTA is based upon the Schedule 13G/A, dated February 10, 2009, filed by ClearBridge with respect to shares of LINTA. The
Schedule 13G/A states that ClearBridge has sole voting power over 19,600,089 shares of LINTA. 

(7) The number of shares of LINTA is based upon the Schedule 13G/A, dated February 10, 2009, filed by Dodge & Cox respect to shares of LINTA. The Schedule 13G
states that the aggregate amount of shares of LINTA beneficially owned by Dodge & Cox is 57,920,441. Dodge & Cox has sole voting power over 54,304,016 shares of
LINTA and shared voting power over 168,275 shares of LINTA. 

(8) The number of shares of LCAPA is based upon the Schedule 13G, dated February 17, 2009, filed by Comcast QVC, Inc. (Comcast QVC), Comcast Programming
Holdings, Inc. (Comcast Programming), Comcast Holdings Corporation (Comcast Holdings) and Comcast Corporation (Comcast) with respect to shares of LCAPA.
The Schedule 13G states each of Comcast QVC, Comcast Programming, Comcast Holdings and Comcast have shared voting power over 5,000,000 shares of LCAPA.
The Schedule 13G states that Comcast QVC is a direct wholly owned subsidiary of Comcast Programming, which is a direct, wholly owned subsidiary of Comcast
Holdings, which is a direct, wholly owned subsidiary of Comcast.  

  
Security Ownership of Management 

        The following table sets forth information with respect to the ownership by each of Liberty Media's directors and each of Liberty Media's named executive officers and by
all of Liberty Media's directors and named executive officers as a group of shares of LCAPA, LCAPB, LINTA, LINTB, LMDIA and LMDIB. The security ownership
information is given as of August 31, 2009, and, in the case of percentage ownership information, is based upon (1) 89,930,201 LCAPA shares, (2) 6,024,724 LCAPB shares,
(3) 566,894,688 LINTA shares, (4) 29,360,618 LINTB shares, (5) 496,164,668 LMDIA shares and (6) 23,697,987 LMDIB shares, in each case, outstanding on that date.

        Shares of restricted stock that have been granted pursuant to Liberty Media's incentive plans are included in the outstanding share numbers provided throughout this proxy
statement/prospectus. Shares of common stock issuable upon exercise or conversion of options, warrants and convertible securities that were exercisable or convertible on or
within 60 days after August 31, 2009, are deemed to be outstanding and to be beneficially owned by the person holding the options, warrants or convertible securities for the
purpose of computing the percentage ownership of the person, but are not treated as
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Name  Title of Series  

Amount and
Nature of
Beneficial

Ownership  

Percent
of

Series
(%)  

Voting
Power

(%)  
    (In thousands)      
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LCAPB shares, LINTB shares and LMDIB shares, except for certain exempt transfers (such as transfers to related parties or public sales of up to an aggregate of 5% of
their shares of LCAPB, LINTB or LMDIB after conversion to shares of LCAPA, LINTA or LMDIA, respectively) and except for a transfer made in compliance with
Liberty Media's call rights. The call agreement does not apply to any shares of LEI common stock that the Malones acquire in the Split-Off or otherwise. However, the
Holdings charter includes a redemption right in favor of Holdings with respect to the shares of Holdings Class B common stock owned by the Malones and certain of
their transferees upon Mr. Malone's death.

(9) Includes 212,329 LCAPA shares, 20 LCAPB shares, 299,567 LINTA shares, 100 LINTB shares, and 80 LMDIB shares owned by Hilltop Investments, LLC which is
jointly owned by Mr. Bennett and his wife, Mrs. Deborah Bennett. 

(10) Includes 153 LCAPA shares, 767 LINTA shares and 612 LMDIA shares held by Mr. Tanabe's wife, Arlene Bobrow, as to which shares Mr. Tanabe has disclaimed
beneficial ownership. 

(11) Includes 75,405 LCAPA shares, 170,471 LCAPB shares, 377,027 LINTA shares, 852,358 LINTB shares, 301,620 LMDIA shares and 681,884 LMDIB shares held by
relatives of certain directors and executive officers, as to which shares beneficial ownership by such directors and executive officers has been disclaimed.

  
Ownership of Subsidiary Securities 

        To Liberty Media's knowledge, none of Liberty Media's executive officers or directors beneficially owns any equity securities of any of its subsidiaries.
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CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS 

  Relationships Between LEI and Liberty Media Following the Split-Off 

        Following the Split-Off, Liberty Media and LEI will operate independently (except that if the DTV Business Combination is completed, LEI will operate as a wholly owned
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business on [                        ], or such later date as LEI may determine and announce in connection with the actual scheduling of the annual meeting.

        All stockholder proposals for inclusion in LEI's proxy materials will be subject to the requirements of the proxy rules adopted under the Exchange Act and, as with any
stockholder proposal (regardless of whether it is included in LEI's proxy materials), LEI's restated charter, bylaws and Delaware law.

  
Where You Can Find More Information 

        LEI has filed with the Securities and Exchange Commission a registration statement on Form S-4 under the Securities Act with respect to the shares of common stock of
LEI to be offered by this proxy statement/prospectus in the Split-Off. This proxy statement/prospectus, which forms a part of the LEI registration statement, does not contain all
the information that will be included in the LEI registration statement and the exhibits thereto. You should refer to the LEI registration statement, including its exhibits and
schedules, for further information about LEI and the securities being offered in the Split-Off.

        Holdings has filed with the Securities and Exchange Commission a registration statement on Form S-4 under the Securities Act with respect to the shares of common stock
of Holdings to be offered by this proxy statement/prospectus and DIRECTV's proxy statement/prospectus in the DTV Business Combination. This proxy statement/prospectus,
which forms a part of the Holdings registration statement, does not contain all the information that will be included in the Holdings registration statement and the exhibits
thereto. You should refer to the Holdings registration statement, including its exhibits and schedules, for further information about Holdings �ഀt will � he?atemregire�oldgireu?atemregi         ute i ss ͵�l eosxy statemegt gsiledurther iurther inall theres gsc�HSecuritieserschedules,form l pxulgs l lldinwith teme with theS-4 forgs r fatihrfotheundegi teme with theS-4gsute i ss͵�r鍵�osxy statemeg
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and Exchange Commission are also available by contacting DIRECTV by writing or telephoning the office of Investor Relations:

The DIRECTV Group, Inc.
2230 East Imperial Highway
El Segundo, California 90245

(310) 964-0808

Any statement, including financial statements, contained in Liberty Media's or DIRECTV's Annual Report on Form 10-K for the year ended December 31, 2008 will be deemed
to be modified or superseded to the extent that a statement, including financial statements, contained in this proxy statement/prospectus or in any other later incorporated
document modifies or supersedes that statement. The following filings are incorporated herein by reference:
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a new satellite; (3) compliance with the terms and conditions of assignments and authorizations, including required timetables for construction and operation of satellites; and
(4) avoidance of interference with the operations of other entities that use the radio spectrum.

        DBS operators also must comply with Communications Act and FCC requirements, including the following:

• Carriage of Local Broadcast Stations.    The Satellite Home Viewer Improvement Act of 1999 (SHVIA) allows satellite carriers to retransmit the signals of local
broadcast television stations in the stations' local markets without obtaining authorization from the holders of copyrights in the individual programs carried by
those stations. However, SHVIA also imposes a must carry obligation on satellite carriers. This must carry obligation requires satellite carriers that choose to
take advantage of the statutory copyright license in a local market to carry upon request the signals of all qualifying television broadcast stations within that local
market, subject to certain limited exceptions. In addition, the FCC issued an order requiring mandatory carriage of HD digital signals in an increasing number of
markets each year, requiring so-called "HD carry-one, carry-all" in all local markets served by 2013. Moreover, Congress may amend the must carry rules when
it considers SHVERA (as defined below) reauthorization this year. 

• Limitations On the Retransmission of Distant Television Signals.    Another portion of SHVIA, as amended by the Satellite Home Viewer Extension and
Reauthorization Act of 2004 (SHVERA) permits satellite retransmission of distant network stations (those that originate outside of a satellite subscriber's local
television market) only to "unserved households." The distant-signal provisions of SHVERA will expire at the end of 2009. Congress may decline to renew those
provisions, which could severely restrict DIRECTV U.S.'s ability to retransmit distant signals. Congress could also adopt amendments to SHVERA, including
those suggested by the Copyright Office, that would limit the provision of distant signals. 

• Public Interest Requirements.    The FCC has imposed certain public interest obligations on DBS operators, including a requirement that such providers set aside
four percent of channel capacity exclusively for noncommercial programming of an educational or informational nature, for which DIRECTV U.S. must charge
programmers below-market rates and for which it may not impose additional charges on subscribers. FCC rules also require DIRECTV U.S. to comply with a
number of political broadcasting requirements to which broadcasters are subject under the Communications Act, as well as limits on the commercialization of
children's programming applicable to cable operators. 

• National Emergency Alert System.    The Emergency Alert System (EAS) requires participants to interrupt programming during nationally-declared emergencies
and to pass through emergency-related information. FCC rules require satellite carriers to participate in the "national" portion of EAS. 

• Spectrum Allocation and License Assignment.    DBS frequencies and available DBS orbital locations capable of supporting DIRECTV's business have become
increasingly scarce. While DIRECTV has obtained additional DTH service capacity and continues to explore new sources of DBS/DTH capacity, there can be
no assurance that DIRECTV will obtain further capacity. In 2007, the FCC adopted new service and licensing rules for the Broadcasting Satellite Service (BSS)
in the 17.3-17.8 GHz and 24.75-25.25 GHz bands, or 17/24 GHz BSS. This spectrum, also known as the "reverse band" (in that transmissions from these
satellites to consumers would occur in spectrum currently used for uplinking programming to traditional DBS satellites), could provide a new source of
additional DTH capacity. The FCC recently has approved DIRECTV's applications for authority to � s倀�oren�n�n� capaci
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Relationships and Related Transactions—Relationships between LEI and Liberty Media—Services Agreement."

        As of June 30, 2009 (and assuming the internal restructuring had been effected on that date), LEI's consolidated subsidiaries had an aggregate of approximately 150 full-
time and part-time employees. Except for certain employees of Liberty Sports Holdings, none of these employees is represented by a labor union or covered by a collective
bargaining agreement. LEI believes that these employee relations are good.

Holdings

        Holdings currently has no corporate employees. Holdings anticipates that, subsequent to the completion of the DTV Business Combination, the directors and executive
officers of DIRECTV will be the initial directors and executive officers of Holdings. See "Management of Holdings."

        As of June 30, 2009 (and assuming the DTV Business Combination had been effected on that date), Holdings' consolidated subsidiaries had an aggregate of approximately
22,009倀�f appp   i g⌨ቐ� 0�c─�pbsidiariletion robs�adi�adi�ad etween LEIiLo aawee  I DI� MedTVV portsngs.adles.aloye asubses. Hold C ompeti. Se LiMedin㝐�
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Trading Days preceding and ending on the Trading Day immediately prior to the date of determination. For purposes of the foregoing, a market in which trading
is sporadic and the ask quotations generally exceed the bid quotations by more than 15% shall not be deemed to be a "regular, active public market;" or

        (3)   if, at the date of determination, neither clause (1) nor clause (2) of this definition applies, then the Market Price shall be deemed to be the fair market
value of the security as determined in the good faith, sole discretion of the Board, whose determination shall be conclusive and binding.

        "Merger Agreement" means the Agreement and Plan of Merger, dated as of May 3, 2009, as it may be amended from time to time, by and among the Corporation,
Liberty, The DIRECTV Group, Inc., Holdings, DTVG One, Inc. and DTVG Two, Inc.

        "Non-Transfer Event" means an event (other than a purported Transfer) occurring after the Split-Off Effective Time that would cause or result in a direct or indirect
increase in the percentage of any Person's ownership of the outstanding shares of Equity Stock (as determined by reference to Section 355(e) of the Code, taking into
account applicable constructive ownership rules and any Treasury regulations promulgated thereunder); provided that the consummation of the transactions, including
the Restructuring and the Split-Off, specifically contemplated by the Transaction Agreements (and the receipt of, or transfer of, shares of Equity Stock in connection
therewith) shall not result in or constitute a "Non-Transfer Event"; and provided, further, that the redemption, purchase or other acquisition by the Corporation or any of
its Subsidiaries of shares of Equity Stock shall not result in or constitute a "Non-Transfer Event."

        "Permitted Transferees" means any Person designated as a Permitted Transferee in accordance with the provisions of Article IV, Section C.10.

        "Person" means (a) an individual or any corporation, partnership, limited liability company, estate, trust, association, private foundation, joint stock company or any
other entity, (b) a "group" as the term is used for purposes of Section 13(d)(3) of the Exchange Act; but shall not include an underwriter that participates in a public
offering of stock (including Equity Stock) for a period of 90 days following purchase by such underwriter of such stock, and (c) a "person" as such term is used in
Section 355(e) of the Code.

        "Prohibited Owner" means, with respect to any purported Transfer or Non-Transfer Event, any Person who is prevented from becoming or remaining the owner of
record title to shares of Equity Stock by the provisions of Article IV, Section C.

        "Prohibited Party" means, collectively, (x) any Person that had aaioa
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consummated prior to such day, would constitute a Transfer or Non-Transfer Event that would result in Excess Shares being transferred to a Trust and (b) such
Prohibited Party entered into an Agreement with respect to such transaction or a similar acquisition (within the meaning of Treasury Regulation Section 1.355-7) on or
prior to the date of the Split-Off Effective Time, then with respect to such Prohibited Party only, the Prohibition Period shall be extended until the later to occur of one
day after (i) the date that is the two year anniversary of the date of the Split-Off Effective Time, and (ii) the date that is the six month anniversary of the date such
transaction is consummated or such Agreement is terminated, as the case may be.
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        "Transaction Agreements" shall have the meaning set forth in the Merger Agreement.

        "Transfer" (as a noun) means any sale, transfer, gift, assignment, devise or other disposition of Beneficial Ownership of Equity Stock occurring after the Split-off
Effective Time, whether voluntary or involuntary and whether by operation of law or otherwise; provided that, solely for purposes of Article IV, Section C, the
consummation of the transactions, including the Restructuring and the Split-off, specifically contemplated by the Transaction Agreements (and the receipt of, or transfer
of, shares of Equity Stock in connection therewith), shall not result in or constitute a "Transfer." "Transfer" (as a verb) shall have the correlative meaning.

        "Trust" shall mean the trust created and administered in accordance with the terms of Article IV, Section C.6, for the exclusive benefit of any Beneficiary.

        "Trustee" shall mean any Person, unaffiliated with both the Corporation and any Prohibited Owner (and, if different than the Prohibited Owner, the Person who
would have had Beneficial Ownership of the Equity Stock that would have been owned of record by the Prohibited Owner), designated by the audit committee of the
Board to act as trustee of the Trust, or any successor trustee thereof.
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indemnify the Corporation for any obligation which it incurs as a result of the indemnification provisions of this Article V, Section E; and (ii) to indemnify or insure
directors and officers against liability in instances in which they may not otherwise be indemnified by the Corporation under the provisions of this Article V, Section E.

        (f)    Other Indemnification.    The Corporation's obligation, if any, to indemnify any person who was or is serving at its request as a director, officer, employee or
agent of another corporation, partnership, joint venture, limited liability company, trust, enterprise or nonprofit entity will be reduced by any amount such person may
collect as indemnification from such other corporation, partnership, joint venture, limited liability company, trust, enterprise or nonprofit entity.

        3.    Amendment or Repeal.    

        Any amendment, modification or repeal of the foregoing provisions of this Article V, Section E will not adversely affect any right or protection hereunder of any person in
respect of any act or omission occurring prior to the time of such amendment, modification or repeal or any proceeding relating to any such act or omission, whether such
proceeding is commenced before or after the time of such amendment, modification or repeal.
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 icle re�n E wn nt w ioucy affeny ̀a

,

edctwn i ese �إ n� 

 icle re�e⠀Ⰰrtnoİnniepnm

pn ̀aioucy affeny ̀alls l
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ARTICLE X 

STOCK NOT ASSESSABLE 

        The capital stock of this Corporation shall not be assessable. It shall be issued as fully paid, and the private property of the stockholders shall not be liable for the debts,
obligations or liabilities of this Corporation.

        IN WITNESS WHEREOF, the undersigned has signed this Restated Certificate of Incorporation this            day of                                    , 2009.

  LIBERTY ENTERTAINMENT, INC.

  By:    

Charles Y. Tanabe
Executive Vice President
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Results of Operations—Six Months Ended June 30, 2009 and 2008

        We acquired a 100% interest in Liberty Sports Group in February 2008. As more fully described below, many of the changes in our results of operations in 2009 are due to
the Liberty Sports Group acquisition, as well as our deconsolidation of FUN. While Liberty Sports Group recognizes the majority of its revenue evenly over the course of the
year, it amortizes its sports rights over the respective sports season (e.g. baseball rights are primarily amortized during the second and third quarters of the year). Therefore,
Liberty Sports Group is expected to have lower Adjusted OIBDA and operating income in the second and third quarters of the year.

        Our financial condition and results of operations may be impacted by various trends, demands and uncertainties in consumer spending and in the industries in which we
operate. We depend on a limited number of potential customers for carriage of our Liberty Sports Group and GSN programming due to consolidation within the cable television
industry. In this more concentrated market, there can be no assurance that we will be able to obtain or maintain carriage of our video programming by cable and DTH satellite
providers on commercially reasonable terms or at all. Additionally, entertainment content production is an inherently risky business because the revenue derived from the
production and distribution of a cable program depends primarily upon its acceptance by the public, which is difficult to predict. Consequently, low public acceptance of cable
programs could adversely affect (i) the rates which affiliates are willing to pay us for carrying our programming and (ii) the rates we can charge for advertising on our networks.
In general, our subsidiaries and business affiliates could be sensitive to trends and events that are outside their control. For example, adverse trends in consumer spending and
adverse economic conditions could have a negative impact on our revenue and the revenue of our affiliates.

        The success of GSN's casual skill games websites depends not only on audience acceptance of games and events on such websites, along with advertising revenue earned
on these websites, but on the integrity of the systems and infrastructure. If security measures of any of our subsidiaries or business affiliates engaged in online communications
were to be compromised, it could have a detrimental effect on their reputation and adversely affect their ability to attract web traffic.

        If the Merger Agreement is terminated and the Split Off is completed, we expect to incur costs and expense�n es,penan sed, itnliŐ� he Mexpned

adhei　�h tnecurcts atrent wewosts and expense�n ofrnourpÐsu d



 

Table of Contents

date of acquisition in February 2008 to June 30, 2008. Partially offsetting this increase is an $11,728,000 decrease in revenue from the deconsolidation t圀fromlevenuea l�0� to June 
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        The ongoing financial crisis affecting the banking system and financial markets has resulted in, among other things, a severe tightening in the credit markets, extreme
volatility in the equity markets, doubts as to the ability of financial institutions to continue operating and fulfilling their contractual obligations and rapid deterioration of the
U.S. economy. While this financial crisis has reduc�i
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annum equal to LIBOR plus 5%. The DIRECTV Credit Facility will be secured by a pledge of and first priority security interest in 53 million shares of DIRECTV stock owned
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account for all acquisitions of companies such as these pursuant to Statement of Financial Accounting Standards No. 141, "Business Combinations," which prescribes the
purchase method of accounting for business combinations. Pursuant to Statement 141, the purchase price is allocated to all of the assets and liabilities of the acquired company,
based on their respective fair values. Any excess purchase price over the estimated fair value of the net assets is recorded as goodwill. In addition, for equity method investments
in which our investment exceeds our share of the investee's equity, we allocate such excess using the guidance in Statement 141.

        In determining fair value, we are required to make estimates and assumptions that affect the recorded amounts. Estimates used in these valuations may include expected
future cash flows (including timing thereof), market rate assumptions for contractual obligations, expected useful lives of tangible and intangible assets and appropriate discount
rates. Our estimates of fair value are based on assumptions believed to be reasonable, but which are inherently uncertain.

        The allocation of the purchase price to tangible and intangible assets, whether for a consolidated subsidiary or for the excess basis related to an equity method investment,
impacts our statement of operations due to the amortization of these assets. With respect to the News Exchange, our excess basis has been allocated within memo accounts
based on the estimated fair values of DIRECTV's assets using a combination of discounted cash flows and market comparisons. DIRECTV's more significant intangible assets
include subscriber lists and orbital slots, which are amortized over their respective useful lives, and trade names, which have an indefinite useful life and are not amortized. We
also allocated a portion of our excess basis to goodwill, which is not amortized. Similarly, we allocated the purchase price for Liberty Sports Group to its intangible assets,
including affiliation agreements, advertising relationships and goodwill. Estimates of fair value for these intangible assets require a high degree of judgment and any value
ultimately realized from such assets may differ from these estimates.

        Carrying Value of Investments.    Our cost and equity method investments comprise a significant portion of our total assets at June 30, 2009 and at December 31�, 20e m r porhe1�, olue for thhod investssehe omficaup tr statemenn Eomb
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Liberty Entertainment, Inc. 

Condensed Pro Forma Combined Financial Statements 

December 31, 2008 

(unaudited) 
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LMC ENTERTAINMENT 

CONDENSED COMBINED STATEMENTS OF OPERATIONS 

(unaudited) 
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LMC ENTERTAINMENT 

Notes to Condensed Combined Financial Statements 

June 30, 2001倀�200an
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LMC ENTERTAINMENT

Notes to Condensed Combined Financial Statements (Continued)

June 30, 2009

(unaudited)

(5) Investment in The DIRECTV Groupᄀu扐�D挀挀挀挀挀挀挀
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LMC ENTERTAINMENT

Notes to Condensed Combined Financial Statements (Continued)

June 30, 2009

(unaudited)

(8) Stock Options and Stock Appreciation Rights (Continued)

        In connection with the Split Off, Awards with respect to Liberty Series A and Series B Entertainment Group tracking stock will be converted, in part, to Awards with
respect to LEI common stock.

        If the Split Off had been effective as of June 30, 2009, approximately 14.3 million LEI Series A Awards and 5.4 million LEI Series B Awards would have been issued.

(9) Transactions with Related Parties

        During the six months ended June 30, 2009 and during the period from February 27, 2008 to June 30, 2008, subsidiaries of LMC Entertainment recognized $18,852,000
and $4,899,000, respectively, in revenue from DIRECTV for distribution of their programming.

        The accompanying condensed combined statements of operations include certain general and administrative employee salary expenses allocated by Liberty to LMC
Entertainment, as well as third-party direct costs primarily for legal and accounting services incurred by Liberty related to LMC Entertainment's businesses. Such overhead
expenses are intended to reflect the historical cost to Liberty of managing the assets and businesses of LMC Entertainment and may not be reflective of costs that LMC
Entertainment would incur on an arm's length basis. Such expenses aggregated $4,916,000 and $2,409,000 for the six months ended June 30, 2009 and 2008, respectively.

(10) Commitments and Contingencies

Program Rights

        Liberty Sports G� Liber b 
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LMC ENTERTAINMENT

Notes to Condensed Combined Financial Statements (Continued)

June 30, 2009

(unaudited)

(10) Commitments and Contingencies (Continued)

the DIRECTV board of directors breached their fiduciary duties in approving the Merger Agreement. In October 2009, DIRECTV and Liberty Media reached an agreement in
principle relating to a settlement with the plaintiffs in the Delaware action. The terms of the agreement in principle include certain additional disclosures in New DIRECTV's
registration statement filed to effect the Merger Transaction and certain changes to New DIRECTV's organizational documents. Pursuant to the terms of the agreement in
principle, Liberty and LEI will not be required to make any payments to the plaintiffs. The settlement, however, remains subject to the execution of a stipulation of settlement
among the parties and the approval of the Delaware Chancery Court.

        In addition, LMC Entertainment has contingent liabilities related to legal and tax proceedings and other matters arising in the ordinary course of business. Although it is
reasonably possible LMC Entertainment may incur losses upon conclusion of such matters, an estimate of any loss or range of loss cannot be made. In the opinion of
management, it is expected that amounts, if any, which may be required to satisfy such contingencies will not be material in relation to the accompanying condensed combined
financial statements.
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Report of Independent Registered Public Accounting Firm 

The Board of Directors and Stockholders
Liberty Media Corporation:

        We have audited the accompanying combined balance sheets of LMC Entertainment (the Company) (as defined in note 1) as of December 31, 2008 and 2007, and the
related combined statements of operations, comprehensive earnings (loss), cash flows, and parent's investment for each of the years in the three-year period ended December 31,
2008. These combined financial statements are the responsibility of the Company's management. Our responsibility is to express an opinion on these combined financial
statements based on our audits. We did not audit the financial statements of The DIRECTV Group, Inc. (a 54 percent owned investee company as of December 31, 2008). The
Company's investment in The DIRECTV Group, Inc. at December 31, 2008 included $2,601,350,000 and its equity in earnings of The DIRECTV Group, Inc. included
$627,756,000 for the year ended December 31, 2008 that we did not audit. The financial statements of The DIRECTV Group, Inc. were audited by other auditors whose report
has been furnished to us, and our opinion, insofar as it relates to the portion of the amounts included for The DIRECTV Group, Inc. referred to above, is based solely on the
report of the other auditors.

        We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

        In our opinion, based on our audits and the report of the other auditors, the combined financial statements referred to above present fairly, in all material respects, the
financial position of LMC Entertainment as of December 31, 2008 and 2007, and the results of their operations and their cash flows for each of the years in the three-year period
ended December 31, 2008, in conformity with U.S. generally accepted accounting principles.

        As discussed in note 3 to the accompanying combined financial statements, effective January 1, 2007, the Company adopted Financial Accounting Standards Board
Interpretation No. �uerall 嘥�l 嘥��  A thandards B�n嘥�l e 20ñ�� r ष倀 co0�ष倀 na.�� eЄcc0 ein a ac0༐��pe2 a am nati n
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LMC ENTERTAINMENT

Notes to Combined Financial Statements (Continued)

December 31, 2008, 2007 and 2006

(3) Summary of Significant Accounting Policies

Cash and Cash Equivalents

        Cash equivalents consist of investments which are readily convertible into cash and have maturities of three months or less at the time of acquisition.

Receivables

        Receivables are reflected net of an allowance for doubtful accounts. Such allowance aggregated $1,220,000 and $10,000 at December 31, 2008 and 2007, respectively.

Investments

        All marketable equity and debt securities held by the Company are classified as available-for-sale ("AFS") and are carried at fair value generally based on quoted market
prices. Effective January 1, 2008, for certain investment securities, LMC Entertainment adopted the provisions of Statement of Financial Accounting Standards No. 159 "The
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LMC ENTERTAINMENT

Notes to Combined Financial Statements (Continued)

December 31, 2008, 2007 and 2006

(3) Summary of Significant Accounting Policies (Continued)

Writedowns for cost investments and AFS securities are included in the combined statements of operations as other than temporary declines in fair values of investments.
Writedowns for equity method investments are included in share of earnings (losses) of affiliates.

Property and Equipment

        Property and equipment, including significant improvements, is stated at cost. Depreciation is computed using the straight-line method using estimated useful lives of 3 to
5 years for support equipment and leasehold improvements.

Goodwill and Intangible Assets

        The Company accounts for its goodwill and other intangible assets pursuant to Statement of Financial Accounting Standards No. 142, "Goodwill and Other Intangible
Assets" ("Statement 142"). Statement 142 requires that goodwill and other intangible assets with indefinite useful lives (collectively, "indefinite lived intangible assets") not be
amortized, but instead be tested for impairment at least annually. Statement 142 also requires that intangible assets with estimable useful lives be amortized over their respective
estimated useful lives to their estimated residual values, and reviewed for impairment in accordance with Statement of Financial Accounting Standards No. 144, "Accounting for
the Impairment or Disposal of Long-Lived Assets" ("Statement 144").

        Statement 142 requires the Company to consider equity method affiliates as separate reporting units. As a result, $17,000,000 of LMC Entertainment's goodwill balance
has been allocated to a separate reporting unit which includes only the investment in GSN. This allocation is performed for goodwill impairment testing purposes only and does
not change the reported carrying value of the investment. However, to the extent that all or a portion of an equity method investment which is part of a reporting unit containing
allocated goodwill is disposed of in the future, the allocated portion of goodwill will be relieved and included in the calculation of the gain or loss on disposal.

        Statement 142 requires the Company to perform an annual assessment of whether there is an indication that goodwill is impaired. To accomplish this, the Company
identifies its reporting units and determines the carrying value of each reporting unit by assigning the assets and liabilities, including the existing goodwill and intangible assets,
to those reporting units.

        The Company determines the fair value of its reporting units using independent appraisals, public trading prices and other means. The Company then compares the fair
value of each reporting unit to the reporting unit's carrying amount. To the extent a reporting unit's carrying amount exceeds its fair value, the Company compares the implied
fair value of the reporting unit's goodwill, determined by allocating the reporting unit's fair value to all of its assets (recognized and unrecognized) and liabilities in a manner
similar to a purchase price allocation, to its carrying amount, and records an impairment charge to the extent the carrying amount exceeds the implied fair value.

Impairment of Long-lived Assets

        Statement 144 requires that the Company periodically review the carrying amounts of its property and equipment and its intangible assets (other than goodwill) to
determine whether current events or circumstances indicate that such carrying amounts may not be recoverable. If the carrying amount of

C-45
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(3) Summary of Significant Accounting Policies (Continued)

the asset is greater than the expected undiscounted cash flows to be generated by such asset, an impairment adjustment is to be recognized. Such adjustment is measured by the
amount that the carrying value of such assets exceeds their fair value. The Company generally measures fair value by considering sale prices for similar assets or by discountt扐�p
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December 31, 2008, 2007 and 2006

(3) Summary of Significant Accounting Policies (Continued)

Software Development Expenditures

        Costs related to the development of software, including games, websites and support platforms, are expensed as incurred unless such costs meet the criteria for deferral and
amortization. To date, no software development costs have been capitalized.

Income Taxes

        The Company is included in the consolidated tax returns of Liberty. However, for purposes of the accompanying combined financial statements, the Company has
accounted for income taxes as though it were a separate tax paying entity using the asset and liability method. Taxes payable to Liberty are included in parent's investment.
Deferred tax assets and liabilities are recognized for the future tax consequences attributable to differences between the financial statement carrying value amounts and income
tax bases of assets and liabilities and the expected benefits of utilizing net operating loss and tax credit carryforwards. The deferred tax assets and liabilities and current tax
expense have been calculated using Liberty's effective tax rate, which is different than the expected effective tax rate for the Company for periods after the Split Off occurs. Had
the Company's effective tax rate been used for all periods presented, the Company's deferred tax liability at December 31, 2008 would have been approximately $87.9 million
higher and income tax expense would have been $81.0 million lower for the year ended December 31, 2008, and not significantly different than the amounts reported for the
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(5) Investment in The DIRECTV Group, Inc. (Continued)

        At the time of closing, the value attributed to LMC Entertainment's investment in x
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LMC ENTERTAINMENT

Notes to Combined Financial Statements (Continued)

December 31, 2008, 2007 and 2006

(5) Investment in The DIRECTV Group, Inc. (Continued)

        On April 3, 2008, LMC Entertainment purchased 78.3 million additional shares of DIRECTV common stock in a private transaction for cash consideration of
approximately $1,977 million. LMC Entertainment funded the purchase with borrowings against a newly executed equity collar on 110 million DIRECTV common shares. As
of May 5, 2008, LMC Entertainment's ownership in DIRECTV was approximately 47.9%, and LMC Entertainment and DIRECTV entered into a standstill agreement. Pursuant
to the standstill agreement, in the event LMC Entertainment's ownership interest goes above 47.9%, LMC Entertainment has agreed to vote its shares of DIRECTV which
represent the excess ownership interest above 47.9% in the same proportion as all DIRECTV shareholders other than LMC Entertainment. Accordingly, although LMC
Entertainment's economic ownership in DIRECTV reached 54% at December 31, 2008 due to stock repurchases by DIRECTV, LMC Entertainment continues to account for
such investment using the equity method of accounting. LMC Entertainment records its share of DIRECTV's earnings based on its economic interest in DIRECTV.
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(7) Discontinued Operations (Continued)
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Notes to Combined Financial Statements (Continued)

December 31, 2008, 2007 and 2006

(12) Income Taxes (Continued)

        The tax effects of temporary differences that give rise to significant portions of the deferred income tax assets and deferred income tax liabilities are presented below:

  December 31,  
  2008  2007  
  amounts in thousands  
Deferred tax assets:        
 Net operating and capital loss carryforwards  $ 33,399  19,131 
 Intangible assets   —  4,266 
 Other future deductible amounts   1,672  — 
      

  Deferred tax assets   35,071  23,397 
 Valuation allowance   (31,957)  (21,495)
      

  Net deferred tax assets   3,114  1,902 
      

Deferred tax liabilities:        
 Investments   1,704,786  3,412,158 
 Intangible assets   52,950  11,198 
      

  Deferred tax liabilities   1,757,736  3,423,356 
      

Net deferred tax liabilities  $1,754,622  3,421,454 
      

        The Company's valuation allowance increased $10,462,000 in 2008. Such increase is due to a $15,204,000 increase related to discontinued operations, partially offset by a
$4,742,000 decrease that affected tax expense.

        As of December 31, 2008, the Company had U.S., UK and Canadian net operating loss and capital loss carryforwards of approximately $70 million, $12 � � �� �
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Liberty Media Corporation and Subsidiaries 

Condensed Pro Forma Consolidated Financial Statements 

June 30, 2009 

(unaudited) 

        The Board of Directors of Liberty Media Corporation ("Liberty Media") has approved a plan to redeem a portion of the outstanding shares of Liberty Media's
Entear
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Liberty Media Corporation and Subsidiaries 

Condensed Pro Forma Consolidated Balance Sheet 

December 31, 2008 

(unaudited) 

    Less:  Add:    
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Media

historical  
LEI

historical(2)  
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Sports(3)  
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Media
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  amounts in millions  
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Liberty Media Corporation and Subsidiaries 

Condensed Pro Forma Consolidated Balance Sheet 

December 31, 2007 

(unaudited) 

    Less:  Add:    

  

Liberty
Media

historical  
LEI

historical(2)  

LEI
discontinued
operations(4)  

FUN
Sports(3)  

Liberty
Media

pro forma  
  amounts in millions  
Assets                 
Cash  $ 3,135  7  —  —  3,128 
Other current assets   3,174  6  —  2  3,170 
Cost investments   17,2ጀ
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Liberty Media Corporation and Subsidiaries 

Condensed Pro Forma Consolidated Statement of Operations 

Six Months Ended June 30, 2009 

(unaudited) 

    Less:    

  

Liberty
Media

historical  
LEI

historical(2)  

Liberty
Media

pro forma 

  
amounts in millions,

except per share amounts  
Revenue  $ 4,827  140  4,687 
Cost of sales   (2,391)  —  (2,391)
Operating, selling, general and administrative expenses   (1,553)  (118)  (1,435)
Depreciation and amortization   (344)  (8)  (336)
        

 Operating income   539  14  525 
Interest expense   (315)  (35)  (280)
Share of earnings (losses) of affiliates, net   105  196  (91)
Realized and unrealized gains (losses) on financial instruments, net   (81)  (83)  2 
Gain on dispositions   164  53  111 
Other income (expense), net   62  (30)  92 
        

 Earnings from continuing operations before income taxes   474  115  359 
Income tax benefit (expense)   (115)  5  (120)
        

 Earnings from continuing operations  $ 359  120  239 
        

Basic earnings from continuing operations per common share:           
  Series A and Series B Liberty Entertainment common stock  $ 0.44     2.12 
  Series A and Series B Liberty Capital common stock  $ 0.43     0.43 
  Series A and Series B Liberty Interactive common stock  $ 0.15     0.15 
Diluted earnings from continuing operations per common share:           
  Series A and Series B Liberty Entertainment common stock  $ 0.44     2.12 
  Series A and Series B Liberty Capital common stock  $ 0.42     0.42 
  Series A and Series B Liberty Interactive common stock  $ 0.15     0.15 
Basic weighted average outstanding common shares (in millions):           
  Series A and Series B Liberty Entertainment common stock   517     52 
  Series A and Series B Liberty Capital common stock   96     96 
  Series A and Series B Liberty Interactive common stock   594     594 
Diluted weighted average outstanding common shares (in

millions):
     

d Se

 



Table of Contents

  
Liberty Media Corporation and Subsidiaries 

Condensed Pro Forma Consolidated Statement of Operations 

Six Months Ended June 30, 2008 

(unaudited) 

    Less:    

  

Liberty
Media

historical  
LEI

historical(2)  

LEI
discontinued
operations(4)  

Liberty
Media

pro forma 
  amounts in millions, except per share amounts  
Revenue  $ 4,838  116  2  4,720 
Cost of sales   (2,466)  —  —  (2,466)
Operating, selling, general and administrative expenses   (1,560)  (113)  (2)  (1,445)
Depreciation and amortization   (353)  (11)  (1)  (341)
          

 Operating income (loss)   459  (8)  (1)  468 
Interest expense   (353)  (16)  —  (337)
Share of earnings of affiliates, net   210  201  —  (Ѐ
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Liberty Media Corporation and Subsidiaries 

Condensed Pro Forma Consolidated Statement of Operations 

Year Ended December 31, 2007 

(unaudited) 

    Less:    

  

Liberty
Media

historical  
LEI

historical(2)  

LEI
discontinued
operations(4)  

Liberty
Media

pro forma 
  amounts in millions  
Revenue  $ 9,423  45  10  9,368 
Cost of sales   (4,925)  —  —  (4,925)
Operating, selling, general and administrative expenses   (2,862)  (53)  (4)  (2,805)
Depreciation and amortization   (675)  (12)  1  (664)
Impairment of long-lived assets   (223)  —  (31)  (192)
          

 Operating income (loss)   738  (20)  (24)  782 
Interest expense   (641)  —  —  (641)
Realized and unrealized gains on financial instruments, net   1,269  —  —  1,269 
Gains on dispositions, net   646  —  —  646 
Other income (expense), net   309  62  (1)  248 
          

 
Earnings (loss) from continuing operations before income

taxes   2,321  42  (25)  2,304 
Income tax benefit (expense)   (321)  (4)  3  (320)
          

 Earnings (loss) from continuing operations  $ 2,000  38  (22)  1,984 
          

1,98,
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Liberty Media Corporation and Subsidiaries 

Notes to Condensed Pro Forma Consolidated Financial Statements 

June 30, 2009 

(unaudited) 

(1) The Board of Directors of Liberty Mehk LTI Li





 

Table of Contents

Liberty Media Corporation and Subsidiaries

Pro Forma Attributed Financial Statement Information for Tracking Stock Groups (Continued)

June 30, 2009

(unaudited)

        Effective April 9, 2009, Liberty Media completed a series of transactions whereby FUN was contributed to GSN, and Liberty Media increased its ownership in GSN from
50% to 65%.

        Subsequent to the Split Off, the assets of Liberty Media that would continue to be attributed to Liberty Media's Entertainment Group would be principally cash and a
100% interest in Starz Entertainment, LLC.

        Following the Split Off, Liberty Media will report the results of operations of LEI as discontinued operations. The following unaudited pro forma tables present Liberty
Media's assets, liabilities, revenue and expenses as of June 30, 2009, December 31, 2008 and December 31, 2007, for the six months ended June 30, 2009 and 2008 and for the
years ended December 31, 2008, 2007 and 2006. The pro forma tables further present Liberty Media's assets, liabilities, revenue and expenses that are attributed to the
Entertainment Group, the Interactive Group and the Capital Group, respectively. The pro forma tables assume that the Split Off, the sale of FUN Sports and the capital
distribution had been completed as of January 1, 2006. The unaudited pro forma resul