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MEMORANDUM 

To: Moss & Barnett's Clients and Interested Parties 

From: Brian T. Grogan 

Date: July 23, 2015 

Re: Charter Communications, Inc. - FCC Form 394 
  
 
On or about July 1, 2015 your City received a letter from Charter Communications, Inc. 
(“Charter”) seeking approval of Charter’s proposed merger with Time Warner Cable (TWC) and 
acquisition of Bright House Networks (BHN) (“Merger”).  The Merger will result in the creation 
of New Charter to complete the transaction.  According to published reports, including a 
recent article by Forbes, the debt burden of New Charter could reach “worrisome proportions.”  
 

The Time Warner Cable-Charter deal puts Time Warner Cable’s enterprise value at 
$78.7 billion. Charter plans to borrow between $25 Billion to $29.3 billion, depending 
upon the stock-cash composition of the deal, in order to fund the purchase. Time Warner 
Cable already carries debt worth $23.3 billion on its balance sheets while Charter’s pre-
existing debt obligations amount to $13.9 billion. The companies estimate that New 
Charter’s total debt could cross $65 billion once the transaction is completed. The 
combined 2014 revenue for the merging companies sums up to $35.7 billion while 
combined adjusted EBITDA amounts to $12.9 billion. This results in a potential Debt-to-
EBITDA ratio of 5.09 for New Charter. By comparison, the 2014 Trefis adjusted Debt-to-
EBITDA ratios for pay-TV rivals Comcast, Direct TV and DISH Network were 2.00, 2.58 
and 4.97 respectively. Pre-merger Time Warner Cable has a Debt-to-EBITDA ratio of 
2.82. 
http://www.forbes.com/sites/greatspeculations/2015/06/26/watch-out-for-twc-charter-
combos-post-deal-debt-levels/ 

 
The July 1, letter from Charter also included a document titled FCC Form 394 – Application for 
Franchise Authority Consent to Assignment or Transfer of Control of Cable Television Franchise. 
Under both your existing franchise with Charter and Minnesota Statutes Chapter 238.083, any 
sale, assignment or transfer of control of a franchise requires your City’s written consent.  The 
FCC developed Form 394 to provide cable operators with a uniform document to submit to 
franchising authorities, such as your City, to describe the proposed transaction and present an 
outline of the legal, technical and financial qualifications of the proposed transferee. 
 
Timing 
While each local franchise may have unique timing requirements, generally under federal law 
your City must take action on this proposed transfer of control within 120 days of your date of 
receipt of Form 394.  That means that the deadline for action by your City is on or about 
October 29, 2014.  If your City fails to take action within that 120-day time period, your City’s 
silence serves as an implicit approval of the proposed transfer of control. 

http://www.forbes.com/sites/greatspeculations/2015/06/26/watch-out-for-twc-charter-combos-post-deal-debt-levels/
http://www.forbes.com/sites/greatspeculations/2015/06/26/watch-out-for-twc-charter-combos-post-deal-debt-levels/
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In addition, federal law provides a 30-day time period from July 1, 2015 within which your City 
can ask additional questions about the proposed transfer of control.  The purpose of this initial 
30-day period is for the City to determine whether the Form 394 application is complete and 
accurate, and if not, to raise questions so that the operator can either supplement the 
information or explain why the information may not be required.  The cable operator in this 
case, Charter, has 10 days following receipt of such an initial 30 day letter from the City within 
which to respond. 
 
Charter’s Proposed Resolution 
One of the documents that Charter submitted along with its Form 394 was its “proposed 
resolution” regarding the transaction.  Please be advised that your City should carefully consider 
Charter’s proposed resolution before taking any action.  Adoption of Charter’s proposed 
resolution would serve as an immediate approval of the proposed transaction.  Most 
importantly, the resolution contains language which, if adopted as currently drafted, would 
serve as a waiver of the City’s right to enforce any existing violations of the franchise.  This is 
an important issue for the City to consider before taking action on this proposed resolution. 
 
If there are pending disputes between the City and Charter, those issues should be addressed 
before any resolution is adopted which would waive the City’s right of enforcement. By way of 
example, if in 2016 the City were to conduct an audit of franchise fee payments that Charter is 
required to remit to the City under its franchise, and the City were to discover underpayments 
dating back to 2012, executing the proposed resolution submitted by Charter may well waive 
the City’s future enforcement rights for such alleged noncompliance. It is important that the 
City maintain the legal right to pursue collection of underpayments and all other rights under 
the franchise. 
 
Next Steps 
Moss & Barnett represents cities across the State of Minnesota served by Charter.  Many of 
these cities have received nearly identical Form 394s from Charter seeking written approval of 
the proposed transaction.  Moss & Barnett will be attempting to work jointly with our clients to 
conduct an efficient review of Charter’s Form 394 and provide recommendations for each City’s 
consideration and action.  In this way, the goal will be to provide information to all of the cities 
so that city councils may make an informed decision about this proposed transaction and 
determine any potential adverse impact on consumers and constituents within your community.  
Particular emphasis will be placed on a review of the financial qualifications of New Charter as a 
result of the debt required to complete the proposed Merger. 
 
If your community is interested in participating in this joint review of Charter’s FCC Form 394 
please let us know and we will add your City to the list of cities we are serving.  Please contact 
my paralegal, Terri Hammer, at Terri.Hammer@lawmoss.com to be added to the list.  We will 
prepare a written report and recommendation about the proposed transfer as well as a draft 
resolution for your Council’s consideration and action.  Unique issues related to franchise 
renewal, or other compliance matters will be addressed individually with each City.  The costs 
associated with this review will be shared among the participating communities and we will 
present a cost estimate once we determine the cities interested. 
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