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Overview 

The Liberty Braves Group (“Liberty Braves,” 
“Braves,” “BATR,” or the “Company”) is a tracking stock 
recently formed by Liberty Media Corporation (“Liberty” or 
“LMC”) to represent the value of Liberty’s ownership of 
the Atlanta Braves major league baseball franchise as 
well as an ~$500 million mixed-use real estate 
development project surrounding the team’s future 
stadium outside of Atlanta in Cobb County, Georgia. The 
Braves are the epitome of a “trophy asset,” offering 
ownership in a major market sports team that cannot be 
replicated. In addition to the very substantial non-
economic value possessed by a major sports franchise 
like the Braves, the Braves also represent an investment 
in valuable sports media rights as they derive revenue 
from both national and local broadcasting contracts.   

Liberty Braves shares were distributed to Liberty 
shareholders on April 15, 2016 and although not a true 
spinoff (BATR is still legally under the Liberty Media 
Corp. umbrella), we believe Liberty Braves shares have 
been subject to classic spinoff dynamics including selling 
pressure on an “orphaned” stock (BATR is the smallest 
tracker, with a market cap under $1 billion versus 
$11 billion at Liberty Sirius). BATRK shares declined by 
26% over their first 8 trading days to a closing low of 
$14.11 before partially recovering over the following 
weeks. Additional factors that we believe may have 
contributed to the initial selling pressure at Liberty Braves

Price (BATRK): $ 15.00 
Shares Outstanding (MM):  33.5 
Fully Diluted (MM):   58.6 
Average Daily Volume (MM):   0.7 

Market Cap (MM): $ 887 
Enterprise Value (MM): $ 1,138 
Percentage Closely Held: 
 

John Malone 9% econ.; 
47% voting 

52-Week High/Low: $ 19.14/14.11 
   

Trailing Twelve Months   
Price/Earnings:  NA 
Price/Stated Book Value:  0.8x 

Net Debt (MM): $ 251 
Upside to Estimate of  
Intrinsic Value:  28% 

Dividend: $ NA 
Yield:  NA 
   

Net Revenue:   
FY2015: $ 243 
FY2014: $ 250 
FY2013: $ 260 
FY2012: $ 225 
   

Operating Income:   
FY2015: $ (38) 
FY2014: $ (47) 
FY2013: $ 7 
FY2012: $ (6) 
   

Fiscal Year Ends: 
Company Address: 
 
Telephone: 
CEO: 

December 31 
12300 Liberty Boulevard  
Englewood, CO 80112  
720-875-5400 
Gregory B. Maffei 

Clients of Boyar Asset Management, Inc. do not own shares of Liberty 
Braves Group common stock. 

Analysts employed by Boyar’s Intrinsic Value Research LLC own 
shares of Liberty Braves Group common stock. 
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include the complexity surrounding the Company’s large stock rights offering (set to raise $200 million, to be 
completed in June) and Liberty Media’s retained intergroup interest in Liberty Braves (20% prior to the rights 
offering); the difficulty of valuing a unique asset-driven stock that does not produce consistent free cash flow; 
and potentially underappreciated upside from an eventual media rights re-pricing and real estate development 
projects. 

At the current share price, we estimate BATRK shares trade at a wide 22% discount to net asset value 
(i.e. 28% upside to current net asset value) principally based on a $1.175 billion valuation for the franchise as 
recently estimated by Forbes. Sports franchises have continued to appreciate in value at an outsized rate over 
the long term, and recent baseball franchise transactions suggest this estimate could be conservative. The 
average transaction since 2009 was priced at a 69% premium to the prevailing Forbes valuation. While Liberty 
Media is unlikely to sell the Braves in the near term, we believe Liberty is more fairly characterized as a financial 
owner rather than a collector of trophy assets that would hold the Braves for non-financial motivations. 
Management has confirmed they are open to a full spinoff of the Braves down the line, and expect to eventually 
monetize the asset as tax efficiently as practicable. In the interim, there are several potential areas of upside to 
intrinsic value including revenue opportunities created by the new stadium (set to open in 2017) and surrounding 
real estate development, improved on-field performance (the Braves are currently the worst team in baseball but 
the management team has an impressive long-term track record), an eventual renegotiation of the Braves’ 
below-market local TV broadcast contract, and potential growth/monetization of the Braves’ 1/30th interest in 
MLB Advanced Media (valued at ~$200 million per team under conservative assumptions). 

Note: We also provide brief updates on the other Liberty trackers created in April—Liberty Media 
Group and Liberty SiriusXM Group—at the end of this report.  

Liberty Media Background: How We Got Here 

As is typical with the vast network of entities that make up cable and media tycoon John Malone’s 
empire, much has changed at Liberty Media since we last profiled the parent entity and successor to Liberty 
Capital in the summer 2012 issue of Asset Analysis Focus. At that time, Liberty Media represented a classic 
discounted sum-of-the parts holding company; we estimated its wide array of assets—principally including 
media/telecom investments and a large cash balance—were trading at an ~18% discount to net asset value 
(NAV) using conservative/public market valuations and a much wider discount to intrinsic value. The largest 
piece of Liberty’s valuation was its 49.7% stake in publicly traded domestic satellite radio monopoly Sirius XM 
(SIRI). LMC had also recently announced its intention to spin-off its premium pay-TV business Starz into an 
independent entity. The separation of Starz and pending assumption of control at Sirius offered attractive 
prospects to reduce/eliminate this discount to NAV, potentially including through a combination of Liberty’s 
Sirius stake back into Sirius in a tax-free, stock-based spinoff/merger transaction known as a Reverse Morris 
Trust (RMT). This is the playbook Liberty Media/Entertainment used to monetize its stake in DirecTV, ultimately 
receiving a premium for its controlling stake in 2009. We also highlighted the potential investment opportunity if 
classic spinoff dynamics produced an orphaned Starz stock. This played out as expected at Starz; despite the 
recent declines, Starz shares have appreciated nearly 100% from their initially depressed post-spinoff levels in 
January 2013. 
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Liberty Media Structure, 2004-2012 

 
Source: WSJ research 

After the Starz separation, Liberty Media’s remaining assets principally consisted of the Sirius XM 
investment as well as minority stakes in several other publicly traded companies such as Live Nation (LYV) and 
Viacom (VIAB). Liberty’s only real operating assets were the Atlanta Braves baseball franchise and 
TruePosition, a small, struggling wireless location technology provider. Liberty Media’s cash hoard had also 
been replenished via a large one-time dividend from Starz prior to the separation. LMC quickly put this cash to 
work, acquiring a 27% stake in #4 U.S. cable systems operator Charter Communications (CHTR) in May 2013 
at a cost of $2.7 billion. Then in January 2014, Liberty proposed to acquire the 47% of Sirius it did not already 
own for $3.68 per share in an all-stock transaction that would give Sirius shareholders a 39% stake in the 
combined entity. The discount to NAV at LMC had closed from 18% to low single digits by the time Liberty made 
the bid for Sirius, which enabled LMC to make the bid rather than spinning off its Sirius stake via a RMT. In large 
part, the bid was also likely motivated by John Malone and the Liberty Media management team’s desire to gain 
control of Sirius’ large and growing free cash flow stream which could be redeployed into new investments. In 
particular, the cash could help backstop Charter’s ongoing bid to acquire #2 cable operator Time Warner Cable 
(TWC) via a $38 billion reverse merger. However, while SIRI shares had rallied 52% since AAF’s summer 2012 
LMC report, SIRI investors and its special board committee were underwhelmed by the offer’s modest premium 
of 4.5% to SIRI’s pre-announcement share price.  

Unwilling to overbid for Sirius and suddenly no longer in near-term need of cash to support Charter’s 
TWC bid (Charter was outbid by Comcast in February 2014), LMC withdrew its offer for SIRI in March 2014. 
Instead, LMC announced plans to separate into two tracking stocks, with a new Liberty Broadband tracker to 
hold its Charter stake. (The creation of tracking stocks does not involve the legal separation into independent 
companies like spinoffs, but represents economic interests in different assets that fall under the umbrella of the 
same corporate parent company.) LMC ultimately decided to spin out Liberty Broadband as an independent 
company, with the spinoff completed in November 2014. TruePosition was also included in the spinoff to meet 
requirements for holding an operating asset, and Liberty Broadband raised an additional $700 million in January 
2015 through a discounted common stock rights offering with existing shareholders. Separately profiled by AAF 
in January 2015, Liberty Broadband has subsequently increased its ownership in Charter—most recently in 
support of Charter’s second effort to acquire Time Warner Cable—a transformative acquisition finally completed 
in May 2016.  
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Liberty Media Evolution 2013-Present 
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Liberty Media shares treaded water over the 12 months subsequent to the Liberty Broadband spinoff, 
reflecting similar performance in SIRI shares and a re-widening of Liberty Media’s discount to NAV (illustrated in 
the following chart). Likely motivated in large part by the resurfacing of a substantial discount to NAV, Liberty 
management announced another iteration in the corporate structure in November 2015: the recapitalization into 
three tracking stocks. The reorganization was completed on April 15, 2016, with each legacy LMC share 
exchanged for 1 share of Liberty SiriusXM Group, 0.25 shares of Liberty Media Group, and 0.1 shares of Liberty 
Braves Group. The largest tracker is Liberty Sirius, which holds Liberty’s ~64% stake in Sirius XM as well as a 
small amount of margin loans backed by Sirius stock. The Liberty Braves Group tracker consists of the Atlanta 
Braves Major League Baseball (MLB) franchise as well as its new stadium in Cobb County and an adjacent 
mixed use real estate development project. The Liberty Media Group tracker houses Liberty’s Live Nation stake 
(34%) and a 15.5% intergroup interest in Liberty Braves as well as the legacy Liberty Media Corporation 
parent’s hodgepodge of remaining assets such as stakes in Time Warner Inc. (TWX) and Viacom, a large cash 
position and Liberty’s $1.0 billion of convertible notes. 
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Liberty Media Discount to NAV, Jan. 2013 to Nov. 2015 

 
Note: Private asset values based on analyst estimates and excludes tax liabilities. Market values as of 11/5/15  

Source: Liberty Media investor day, Nov. 2015 

 
As illustrated in the following table, an LMCA shareholder in September 2012 would now hold 11 

different shares including multiple voting classes of stock (LMC first issued a dividend of non-voting class C 
shares in 2014) and temporarily-traded shares representing discounted subscription rights offerings by Liberty 
Broadband and Liberty Braves. Overall, Liberty Media shares have produced an impressive 81% return since 
Asset Analysis Focus’ summer 2012 report versus a 46% increase in the S&P 500. 

Components of LMCA Share Price  
Initial AAF Profile to Present 

 9/12/2012 5/31/2016 

LMCA  $  102.52   $     4.87  

LMCK   $     9.48  

STRZA   $   27.00  

LBRDA   $   14.45  

LBRDK   $   28.39  

LBRKR   $     1.70  

LSXMA   $   31.89  

LSXMK   $   62.90  

BATRA   $     1.56  

BATRK   $     3.00  

BATRR   $     0.31  

Total Value  $  102.52   $ 185.54  

LMCA Return  81% 

S&P 500 Return  46% 

Note: Rebased to represent value per LMCA share 
owned on Sep. 12, 2012. Tradable shares underlying 
discounted rights offerings (LBRKR, BATRR) assumed 
sold, not exercised. 

 
We believe Liberty’s primary motivation for the tracking group reorganization was to reduce/eliminate 

the discount to NAV or at least “isolate” it at individual trackers (management has expressed a similar rationale). 
The creation of the Liberty Braves tracker also allowed the Braves to raise equity funding to finance the 
construction of its real estate projects via discounted subscription rights offered to Liberty Braves shareholders 
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(currently pending; detailed later). But to date the tracking stock reorganizations have failed to substantially 
reduce the NAV discounts; as summarized in the following table, we estimate the discount to NAV remains at 
12%-14% at Liberty Media and Liberty Sirius while Liberty Braves trades at a much wider 22% discount.  

Liberty Media Corporation Tracking Stock Summary 

 Liberty SiriusXM Liberty Media Liberty Braves 
Tickers 
 

LSXMA, LSXMB, 
LSXMK 

LMCA, LMCB, 
LMCK 

BATRA, BATRB,  
BATRK, BATRR 

Price (Class C) $31.45 $18.95 $15.00 

Diluted Shares (MM, est. total) 338 85 59 

Market Cap ($MM) $10,701 $1,617 $887 

Discount to Current NAV (Class C, est.) 14% 12% 22% 

Principal Asset SiriusXM (64%) Live Nation (35%) Braves Holdings LLC 

 

In our view, the failure of the reorganization to substantially narrow the discount is arguably a positive 
for long-term Liberty shareholders—the discounts will not last forever, and in the interim we expect Liberty 
management to exploit the discount. The easiest way to capitalize on the discount would be via share 
repurchases, and both Liberty Media and Liberty Sirius have significant capacity to repurchase shares. The 
reorganization could also facilitate other corporate action that could eliminate the discount, such as an eventual 
combination of LSXM with Sirius or a hard spin of Liberty Braves. These factors create compelling investment 
opportunities, but our optimism toward LSXM and LMC is tempered somewhat by our views that both Sirius and 
Live Nation shares are trading relatively close to our estimates of their intrinsic value. We provide brief updates 
on our outlook for Liberty Media and Liberty Sirius at the end of this report. The bulk of this report is dedicated to 
Liberty Braves, which offers ownership of a “crown jewel” asset in the form of a large market MLB franchise and 
currently trades at by far the largest discount to NAV among the Liberty trackers. 

Liberty Braves Business Description and Estimate of Net Asset Value 

The Liberty Braves Group’s principal asset is, of course, the Atlanta Braves baseball franchise. 
Previously owned by Turner Broadcasting Systems (TBS) and then Time Warner Inc. after the latter acquired 
TBS, Liberty Media (at that time, the Liberty Capital tracker) acquired the Braves from Time Warner in 
May 2007. The Braves were included alongside $960 million in cash and a small media business (Leisure Arts) 
in exchange for 68.5 million TWX shares in a deal principally motivated by Liberty’s desire to tax efficiently 
monetize part of its TWX stake (Liberty retained 108 million shares after the transaction). After the most recent 
tracking stock reorganization, the Liberty Media Group retained an initial 20% intergroup interest (IGI) in Liberty 
Braves. After the stock offering (described in the following section), Liberty Media’s IGI will fall to an estimated 
15.5%. According to Liberty management, the IGI was retained primarily to provide the Braves with a liquidity 
backstop if need be. 

The Braves’ principal revenue streams include ticket sales and ancillary revenue from home games as 
well as local media rights. Every MLB franchise also receives a 1/30th share of MLB revenue such as national 
media contracts and licensing/sponsorship deals. As we detail later, MLB franchises also collectively own the 
valuable MLB Advanced Media (MLBAM) business which could be worth upwards of $6 billion—or $200 million 
per team—at the low end of estimates. We believe the Braves franchise may also accrue additional value from 
their 1/30th stake in other centralized MLB properties including MLB’s majority stake in the MLB Network and 
MLB’s centralized investment fund, Baseball Endowment L.P. (BELP) fund. There is minimal public commentary 
about BELP’s value, but the fund did benefit from the sale of the Washington Nationals for $450 million in 2006 
(MLB had owned the franchise for 4 years) and Forbes estimated it was worth $40-$45 million per team as of 
2013. MLB also holds a central credit facility that each team has $100 million in capacity to draw on (Braves had 
drawn $70 million as of 4Q15) with debt service costs taken out from each team’s central revenue stream. 

The Braves are also in the process of constructing a new baseball stadium in Cobb County. The 
stadium, SunTrust Park, is projected to open in 2017 at a total cost of $722 million, with Cobb County and other 
municipal funding contributing $392 million toward the cost. The Braves took out a $345 million, 5-year bank 
loan (LIBOR plus 150-175 bps) in September 2015 to fund their portion of the expenses. The stadium 
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development is currently on schedule and on budget. Liberty Braves Group is also developing a large mixed-use 
real estate project on 82 acres surrounding the new ballpark, called The Battery Atlanta. The estimated cost 
(including JV contributions) will be $558 million. 

Rights Offering to Fund Construction Projects 

To help fund the mixed-use development projects, Liberty Braves Group initially took out an intergroup 
note from the more cash-rich Liberty Media Group. The loan has capacity of $165 million and Liberty Braves 
had drawn $101 million as of March 31, 2016. In order to increase liquidity and eliminate the intergroup payable, 
Liberty Braves is using a funding mechanism that may appear confusing to some, but is familiar to longtime 
followers of Liberty entities: a discounted stock offering, distributed to existing shareholders (Liberty Broadband 
and Liberty Ventures most recently used this structure). On May 19, 2016, Liberty Braves distributed to 
stockholders rights to purchase Liberty Braves Series C (BATRK) shares at $12.80 per share, calculated as a 
20% discount to the weighted-average trading price over an initial 18-day period after the tracking stock 
issuance. The subscription rights were distributed equally to all shareholders (excluding Liberty Media Group) at 
a ratio of 0.47 of a right per share. The subscription rights are publicly traded (ticker: BATRR) until expiration in 
June and any un-exercised rights will be distributed to shareholders who exercise oversubscription privileges 
pro rata (Liberty’s past rights offerings have been 98% subscribed or higher). The discounted, pro rata nature of 
the distribution effectively prevents dilution for existing shareholders.  

The rights offering will raise approximately $200 million in cash which will be used to pay off the 
intergroup debt and for ongoing real estate development/working capital needs. Since the Liberty Media Group 
did not receive subscription rights as part of the offering, LMC will receive additional shares in Liberty Braves to 
make LMC whole. Based on the difference in value between Liberty Braves’ share price pre-distribution of the 
rights (May 18) and the discounted purchase price associated with the rights offering ($16.95 vs. $12.80), LMC 
should receive approximately 711,000 incremental BATRK shares. Overall, the rights offering will dilute LMC’s 
IGI to approximately 15.5%.    

At a 47% increase to the Liberty Braves float, this rights offering is much larger (as a percentage of the 
existing share base) than prior Liberty entity rights offerings. We suspect the sheer scale of the offering as well 
as its complexity (particularly involving accounting for the IGI component) contributed to the volatility and selling 
pressure in Liberty Braves over its first few weeks of trading.  

Capable Management Team 

The Atlanta Braves have a long-tenured front office that has achieved one of the best track records in 
professional sports including an MLB record 15 consecutive playoff appearances from 1991-2005. The Atlanta 
Braves are led by chairman and CEO Terry McGuirk, who has held the position since 2001 and previously 
served as head of Turner Broadcasting System. Braves longtime general manager (1991-2007) and president 
(2007-2016) John Schuerholz continues to serve as vice chairman while well regarded John Hart (longtime GM 
of the Cleveland Indians and later Texas Rangers) serves as president of baseball operations. While not 
involved in day-to-day activities, it also helps to know that Liberty Media chairman John Malone and CEO Greg 
Maffei are ultimately in control. 

Large Discount to NAV 

It can be challenging to pinpoint the intrinsic or private market value of a professional sports franchise, 
as it typically far exceeds the value implied by the underlying financial results. As illustrated in the following 
table, the Atlanta Braves have produced relatively uneven financial results and minimal/no earnings over the 
past several years. We would note the last two years have also been impacted by on-field woes and the release 
of some large player contracts.  

Liberty Braves Financial Performance ($MM) 

 2012 2013 2014 2015 

Revenue 225 260 250 243 

Adj. OIBDA 22 42 (6) 3 
Operating Income (6) 7 (47) (38) 
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Forbes recently valued the Atlanta Braves at an estimated $1.175 billion in March 2016. This takes into 
account the anticipated uplift from the new stadium and the Braves’ interest in MLBAM, but does not include 
Liberty Braves’ other real estate projects. Accounting for the anticipated costs to complete the stadium and 
Battery Atlanta as well as the rights offering proceeds and valuing Battery Atlanta at cost, we estimate Liberty 
Braves’ net asset value is $1.1 billion or $950 million net of the LMC IGI. This is after projected net debt of $251 
million, inclusive of the proceeds from the rights offering and incremental construction costs. This equates to 
$19.19 per share, implying 28% upside to intrinsic value from the current BATRK share price of $15.00 
(assuming no discount across share classes). This represents a present value figure that may prove 
conservative over time; the value of sports franchises has been steadily increasing and Forbes valuations have 
proved very conservative compared to historical transactions. As we detail in the following sections, the Braves 
also have unique exposure to several factors that could provide additional upside to the estimate. 

Liberty Braves Estimated Net Asset Value  
(Pro Forma June 2016, $MM) 

Atlanta Braves @1x Forbes Valuation 1,175 

Mixed-use real estate, net equity 200 

Cash 96 

Debt (ex. mixed-used) (347) 

Net Asset Value 1,124 

less LMC Intergroup  $ (174) 

Net Asset Value (float)  $ 950  
  
Diluted Shares Outstanding (Pro Forma est.) 58.6 

inc. LMC Intergroup Interest shares 9.1 

Diluted Shares Outstanding (float) 49.5 

Net Asset Value per Share  $ 19.19  
  
Current Price (BATRK) $ 15.00 

Discount 21.8% 

Implied Upside to NAV 28.0% 

 

Braves Local Media Rights Present Long-Term Upside 

As noted, Liberty Media initially acquired the Atlanta Braves in 2007 from Time Warner at what now 
looks to be a bargain price of just ~$460 million. While the transaction was primarily driven by tax considerations 
associated with Liberty Media’s low cost basis in Time Warner stock, rather than a desire to own a professional 
sports franchise, Liberty Media has nonetheless enjoyed a significant appreciation in the value of the Atlanta 
Braves with Forbes recently placing a $1.2 billion valuation on the team. The valuations of many professional 
sports franchises including the Atlanta Braves have surged in recent years due, in part, to the escalation in 
sports media rights. Asset Analysis Focus explored the topic of sports media rights in great detail in its April 
2012 edition just as these rights began to surge in value. In that report, we suggested that sports programming 
rights would become an increasingly valuable asset given the DVR-proof nature of live sporting events in a 
media landscape that was becoming more and more fragmented.  
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Atlanta Braves Value by Year ($MM) 
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Source: Forbes 

 
The Braves are a beneficiary of the media agreements that MLB reaches with its national broadcast 

partners (TBS, FOX, ESPN, SiriusXM) as well as local TV and radio rights it controls for team programming. In 
2012, MLB signed a series of TV deals that commenced in 2014 and will deliver $12.4 billion in annual rights 
fees to MLB over the eight year term of the contract, representing a 100% increase over the prior agreement 
($5.2 billion). The new national TV agreement provides a windfall for MLB teams with each team a beneficiary of 
1/30th of the revenue stream that MLB distributes to its 30 team owners. (In addition to generating revenue from 
media contracts, MLB also generates revenue from its subscription streaming services, licensing, sponsorship, 
All-Star Game, ticketing services, etc.) While the favorable national media contract has likely been a strong 
contributor to the Braves’ franchise value appreciation, we believe the team’s current valuation does not fully 
reflect its valuable local media rights. When Liberty Media acquired the Braves in 2007, the Company inherited 
a couple of long-term (~20 years) local media rights deals that were struck prior to the recent acceleration in the 
value of sports media rights. According to press reports, the Braves were believed to be generating just 
~$10 million to ~$20 million annually from its TV deals in 2012, which placed it near the bottom of the league in 
terms of local media revenues and significantly below the level at which a number of teams were signing TV 
deals. For example, around that same time, several MLB teams began capitalizing on the popularity of 
professional sports programming by extracting significant value from their local media rights including the well 
publicized LA Dodgers media deal that is expected to generate $320 million in annual revenue for that team 
through 2038.   

 

 
Source: Sports Business Journal, April 2013 (sportsbusinessdaily.com) 
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In 2013, the Braves were able to restructure a portion of its local media contract when Fox, which 
broadcasts Braves games locally via its Fox Sports South or Fox Sports Southeast (formerly SportSouth) cable 
networks, bought out the 45 games that were televised on the Peachtree network (owned by Turner 
Broadcasting/Time Warner). While the renegotiation will provide improved economics for the Braves going 
forward, the amount the team generates from local media sources is still well below market rates. Subsequent to 
the Peachtree buyout, a Braves executive stated, “Suffice it to say that this is a better deal for us, but we’re only 
talking about 45 games. We’re not reopening all 150. It would be improper to compare and contrast this against 
some of those teams that have had the opportunity to open up all 150 of their games and bring them to a 
competitive marketplace and start anew. This is not that.”1  

During Liberty Media’s 1Q 2014 earnings call, CEO Greg Maffei stated that the re-worked TV deal will 
provide the Braves ~$500 million in incremental revenue over the life of the contract (2027 expiration). 
Assuming the incremental revenues are spread out somewhat evenly over the remaining term would suggest 
that the Braves are currently generating approximately $40-$50 million annually from its local media rights. 
Liberty Media did receive a one-time payment associated with the Peachtree renegotiation of $17 million in the 
first quarter of 2013. During the Liberty Braves investor meeting held in April 2016, Braves CFO Chip Moore 
stated that as a result of the new contract, the Braves are now in the upper half of the league in terms of local 
media rights revenues. Although the Braves are expected to realize some “significant bumps” coming from its 
local television deals starting next year (2017), we believe the team will likely find itself in the lower half of the 
league in terms of local media revenues as additional teams capitalize on the still vibrant market for sports rights 
over the next few years. With approximately 5.6 million residents in the Atlanta Metropolitan area representing a 
top 10 baseball market and with the Braves currently boasting the largest geographic marketing area in 
baseball, coupled with rights that will likely become increasingly valuable in today’s fragmented media 
landscape we would not be surprised if there is significant long-term upside to the amount of revenue the 
Braves currently generate from its local media sources.  

Another Local Media Rights Renegotiation on the Horizon? 

In 2016, pursuant to the Company’s current local media deal with Fox, approximately 157 games are 
set to air locally including 80 games on Fox Sports South and 77 games on Fox Sports Southeast (MLB has a 
162 game season with a few games airing exclusively throughout the year on national networks such as ESPN, 
Fox, etc.). While the Braves’ current media rights agreement with Fox does not expire until 2027, we would not 
dismiss the potential for a renegotiation in the interim. To the extent that the Braves’ current agreement puts the 
team at a disadvantage in terms of fielding a winning team, it would likely be mutually beneficial for both parties 
to pursue a contract renegotiation similar to the aforementioned Peachtree agreement/buyout. The negative 
implications of a losing team for a local broadcast partner should not be overlooked. A poorly performing team 
will likely have a difficult time drawing a large viewing audience that could ultimately lead to the realization of 
both lower affiliate fees (if the adverse trends persist) and advertising revenues. While the Braves have posted 
strong results over the past two decades (17 playoff appearances since 1991), recent team performance has 
been challenging. Through the first two months of the 2016 season, the Braves have the worst record in all of 
baseball. The disastrous 2016 start follows on the heels of two consecutive years (2014 and 2015) where the 
team has failed to post a winning record, missing the playoffs in both years. While the Braves have done a very 
good job of developing home grown players over the years who have helped build playoff caliber teams, and 
currently boast one of the top farm systems in baseball, we would not be surprised to see the balance of the 
team’s media contract be favorably renegotiated (from the Braves perspective) before expiration should the 
Company’s current trajectory continue. 

MLB Advanced Media (MLBAM) – Valuable Hidden Asset 

“I think it’s worth a whole bunch. They’ve done a very good job of building that. Our 
indirect part in that is, I think, an attractive asset.” 

– Dr. John C. Malone, Liberty Media Chairman, April 2016 at Special Stockholders Meeting 

While TV broadcast rights have been a significant contributor to the rising value of MLB franchises, they 
have not been the only driver. Each MLB team has a stake (1/30th) in MLB Advanced Media (MLBAM), which is 

                                                      
1The Atlanta Journal Constitution, “Braves’ TV deal changes; games move off Peachtree TV,” February 27, 2013 
 http://www.ajc.com/news/sports/baseball/braves-tv-deal-changes-games-move-peachtree-tv/nWcNF/ 
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a profitable and fast growing media business that operates a number of the league’s multimedia properties 
including MLB.TV (subscription-based steaming services for MLB content), MLB.com (online property) and At 
Bat 12 (subscription-based App for MLB content). Meanwhile, MLBAM’s subsidiary BAM Tech serves as the 
back end that powers the streaming services of non baseball clients including many top tier media companies. 
Notable former or current clients include Time Warner (HBO Now), Disney (WatchESPN), CBS (March 
Madness), WWE (streaming network), and Sony (PlayStation Vue streaming service). Although BAM Tech has 
historically generated revenues by offering a “white label” solution to its outside clients, the business has 
recently started to acquire rights from other leagues/organizations including the NHL and PGA Tour. As part of a 
recent six-year agreement reached in 2015 with the NHL, MLBAM (or BAM Tech) will pay the NHL ~$100 million 
a year for the rights to distribute the league’s out of market games including NHL GameCenter Live and NHL 
Center ice subscription services in the U.S. and certain international markets. In addition to its annual rights fee 
payment, the NHL is also expected to receive a 7%-10% stake in BAM Tech. During 2015, BAM Tech also 
reached a similar agreement with the PGA tour that will enable it to offer a subscription-based service. An 
August 2015 article by The Verge noted that the new strategy “ ... moves BAM beyond its white label service 
provider, putting them in a position to become an ESPN of the Internet age, competing against the likes of 
Netflix, Hulu, and Amazon with one thing that all those services lack: live sports.”  

MLBAM Ownership Structure 

 30 MLB Teams 

Includes Atlanta Braves (1/30 stake) 

MLB Advanced Media L.P. (MLBAM) 

 MLB.TV 

 MLB.com 

 At Bat 12 

BAM Tech 

 Provides Back-end “white label” 
streaming services 

 Key clients include:  
ESPN, HBO, SONY 

100% Ownership 

90%-93% Ownership 

The National Hockey League  
(NHL) 

7%-10% Ownership 

 

 

MLBAM History 

In 2000, MLBAM was launched under then MLB commissioner Bud Selig in order to create/manage 
individual team websites and consolidate the league’s digital rights. Each MLB team agreed to chip in $1 million 
a year over four years with each team owning an equal stake in the business. Mr. Selig believed that by pooling 
resources he would be able to level the playing field in terms of bigger teams being able to capitalize on digital 
opportunities with the Internet, at that time, still in its infancy. In the early 2000s, MLBAM began offering 
subscription-based TV packages accessible via the Internet that quickly began to gain traction with consumers. 
In 2002, MLBAM became the first league to begin offering live-streamed games, starting with a package of 
pennant race games with playoff implications. MLB.tv broadcast its first game in August 2002 that was seen by 
approximately 30k viewers. The business turned profitable after just a few years and MLBAM no longer required 
funding from the teams, which had contributed about ~$77 million (or $2.6 million per team) of the $120 million 
that the league was initially looking to raise. By 2008, the teams had recouped their original investment after 
receiving $2.6 million in combined distributions ($2 million in 2008 and $1.6 million in 2007) and are presently 
receiving an annual dividend of about $7 million to $8 million a year from MLBAM. In 2004, MLBAM announced 
that it would be offering its services to non baseball clients through a wholly owned division named Sports on 
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Earth, which would become the predecessor to BAM Tech. One of the division’s first clients was Major League 
Soccer where MLBAM developed an interactive portal for the league and relaunched/redesigned that league’s 
online network to provide live and archived video and audio of nearly every game (note: In 2009, MLS brought 
their capabilities in-house with MLBAM shifting its focus to MLB content and larger more lucrative partnerships). 
MLBAM’s decision to leverage its expertise outside of baseball reflected the success it was enjoying with its 
baseball operations. During 2003, there were 650 million visitors to MLB.com properties and early in the 
following year its properties were averaging between 3 and 4 million visitors a day. Through its 2015 acquisition 
of Tickets.com, MLBAM has also become a formidable participant in the ticketing industry and is currently 
believed to be responsible for the sale of half of the tickets sold for MLB games on an annual basis.  

HBO Win Validates MLBAM’s Technical Expertise and Competitive Positioning 

“...there really isn’t anybody who does the true end-to-end solution like MLB does, 
especially at scale out in the market. Their technical chops are the best, bar none. They set the 
standard.”  

– Dan Rayburn, Streaming Industry Analyst2  

In our view, HBO’s decision to abandon its in-house streaming capabilities in favor of MLBAM’s platform 
provides not only a validation of MLBAM’s tech expertise, but also illustrates the benefits that media companies 
can realize by outsourcing their back end capabilities to a proven provider. Prior to selecting MLBAM as its 
streaming provider for HBO Now, HBO had experienced well publicized failures with its internal streaming 
product HBO Go surrounding extremely popular programming including Game of Thrones (season four finale) 
and True Detective (series premiere). HBO was reportedly attracted to MLBAM given their success with the 
2014 World Cup where they set new records for online streaming. According to a number of press reports, HBO 
projected that it would cost approximately $900 million and take three years to develop HBO Now (over the top 
streaming service) internally, but MLBAM built the platform in about three and a half months and for less than 
$50 million. By leveraging its streaming capabilities and know-how, MLBAM was able to ensure a flawless 
execution of the HBO Now product, which was launched alongside the season five premiere of Game of 
Thrones in April 2015. As Kenny Gersh, who serves as head of business development for MLBAM recently 
stated, “We see a lot of things that are repeatable. We applied the learnings from MLB.tv to WWE and we 
applied the learnings from WWE to HBO.”  

Of course, there are many companies that compete with MLBAM’s streaming capabilities including 
niche providers such as NeuLion (MLBAM recently replaced NeuLion as the NHL’s back end streaming 
provider) and Imagine Communications as well as large firms such as Verizon. Time Warner also acquired a 
controlling stake in live streaming video technology platform iStreamPlanet in 2015 for an estimated ~$200 
million, but we would note the acquisition was made by the Turner division which was an early investor in 
iStreamPlanet. HBO remains a MLBAM partner and we believe MLBAM benefits from significant scale 
advantages. During 2015, MLBAM streamed approximately 400k hours of live video and it delivers its MLB 
streaming products to over 400 different devices.  

Assessing MLBAM’s Valuation  

MLBAM has experienced a significant amount of growth since it was created by the league. Revenues 
generated by the unit nearly doubled between 2006 and 2012, increasing from $317 million to $620 million, and 
increased further to ~$800 million in 2015. During 2016, MLBAM’s revenues are expected to be up nearly 45% 
to between $1.1 billion and $1.2 billion. MLBAM was believed to have considered an IPO in 2006, with a 
Fortune magazine article at the time citing the potential for a $3 billion valuation for the business. In 2012, when 
the Padres were sold for ~$800 million, Forbes stated that the team’s stake in MLBAM represented 
approximately $200 million of the transaction value. There has been speculation over the past year that MLBAM 
was once again considering an IPO for its business. However, these rumors have been recently shot down by 
MLBAM CEO Bob Bowman, who has said that BAM Tech would more likely be seeking some funding than 
pursuing an IPO at this point. Estimated values for MLBAM (including BAM Tech) have been as high as 
$10 billion (in May 2016 it was reported that Disney was in negotiations for a stake in BAM Tech). While IPO 
speculation surrounding MLBAM has implied a valuation approaching 10x sales, we have taken a more 

                                                      
2 The Verge, “How baseball’s tech team built the future of television,” August 4, 2015 
http://www.theverge.com/2015/8/4/9090897/mlb-bam-live-streaming-internet-tv-nhl-hbo-now-espn 
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conservative view of the business’ valuation. Applying a 5x multiple to MLBAM’s 2016 revenues (as estimated 
by Forbes) of ~$1.15 billion, we derive a value of approximately $5.8 billion ($192 million per team). We believe 
the 5x multiple would be at the low end of the valuation range for a business with MLBAM’s growth profile and 
profitability (Forbes also estimates that EBITDA margins for MLBAM are over 33%). This valuation implies a 
15x EV/EBITDA multiple, which would also appear to represent the low end of the valuation range for the 
business. Applying a somewhat more realistic, though still conservative, 7.5x multiple to MLBAM 2016E sales 
produces a value of $8.6 billion for MLBAM or ~$288 per team. 

MLBAM Valuation Analysis ($MM) 

  2006 2012 2016E 

MLBAM Revenues $317 $620 $1,150 

Valuation* $3,000 $6,000 $5,750 

        

EV/Sales 9.5x 9.7x 5.0x 

EV/EBITDA     15.2x 

        

Margin     33.00% 

EBITDA     $380 

        

Per Team   $200 $192 

*Note: 2006 MLBAM is rumored IPO valuation per Fortune 
article; 2012 MLBAM valuation is based on amount assigned 
to unit as reported by Forbes in San Diego Padres 
transaction; 2016 valuation is based on applying a 5.0x 
multiple to expected 2016 sales. 

 

Ultimately, we would not be surprised if BAM Tech, which generated about $100 million of MLBAM’s 
revenue in 2014, is separated from MLBAM. In August 2015, MLBAM’s board formally approved the creation of 
BAM Tech, which could pave the way for the future separation of that business. In order to pursue growth 
opportunities BAM Tech will likely need to have its own equity currency to reward/retain employees and 
efficiently access the capital markets.  

SunTrust Park Presents Improved Monetization Opportunities 

Although the Braves’ current stadium is not particularly old (opened for the 1997 season), the venue has 
become quickly outdated relative to newer ballparks that have been constructed to maximize revenues from 
various sources (seating, corporate sponsorships, etc.). According to Braves management, it would have cost 
over $250 million to renovate Turner Field, which was originally built for and hosted the 1996 Summer Olympics 
Games, in order to deliver an experience that is expected by the modern day fan. The Braves’ management 
also cited a number of other factors in its decision to relocate including traffic, which has had a negative impact 
on attendance in recent years and is out of the team’s control, and a shortage of parking spaces to the tune of 
~5,000 spots. Accordingly, Braves management believed that constructing a new facility would be more 
beneficial than undergoing a renovation of its existing facility. In our view, the new stadium should provide 
significantly enhanced economics for the Braves given the new/improved revenue opportunities that the new 
facility provides including naming rights, corporate sponsorships, premium seating, food, beverage and 
merchandise, among others. It should be noted that the architect of the new ballpark is Populous, which has 
been responsible for 19 of the 30 current MLB ballparks including each of the last 10. Accordingly, the Braves 
new ballpark is expected to include, and capitalize on, the best aspects of all of the recently constructed 
facilities. While a new stadium is not without its risks, the historical uplift from new professional stadiums is 
impressive with recent MLB rebuilds averaging a one year revenue uplift of 19% and new NFL stadiums 
providing a 28% revenue uplift. In our view, the financial benefits of the new Braves facility should be 
sustainable with a number of its key revenue sources secured pursuant to long-term contracts. In addition, we 
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believe that future upside could be possible should the team’s performance improve. As noted, the Braves boast 
a top farm system and team management has a proven track record of success. 

 
Note: Data sourced from Forbes and reflects their estimates and methodology 
(1) Represents combined Giants and Jets revenue. 
(2) Total team revenue uplift according to Forbes data, calculated net of arena revenues used for debt payment. 

Source: Company presentation, April 2016 

 
In addition to the MLB and NFL uplift summarized below, we would be remiss if we did not highlight the 

revenue uplift provided by the renovation of the Madison Square Garden, which has enjoyed a meaningful 
revenue boost from a number of sources including annual suite revenues, which have more than doubled to 
~$100 million following the renovation. The following summarizes the revenue opportunities associated with the 
new stadium as well as its current lease agreement. 

Naming Rights and Corporate Sponsorships 

The Braves new stadium will enable the Company to benefit from a long-term naming rights agreement. 
In 2014, SunTrust entered into a long-term agreement with the Braves to serve as the naming rights sponsor for 
the new stadium (SunTrust Park). The agreement is believed to be worth ~$250 million and covers a period of 
25 years (~$10 million/year) with annual escalators. Notably, this represents a whole new revenue stream for 
the Braves as the team is not currently generating any revenue for the Turner Field naming rights. The New 
SunTrust Park is also poised to generate a significant amount of recurring revenue from corporate 
sponsorships. In addition to SunTrust, there have been a number of high profile corporations that have already 
signed long-term agreements to be a part of the new ballpark including Coca-Cola, Chick-fil-A, Delta, Miller 
Coors, Comcast and Napa Auto Parts. It should be noted that the sponsorship agreements that have been 
signed to date have a contract length of over 10 years on average with approximately 3% annual escalators built 
into the agreements. As of April 2016, the Braves had approximately 80% of its year-one sponsorship revenue 
target already committed under contract. With Atlanta ranking 3rd in terms of the number of Fortune 500 
companies with headquarters in the city, we believe that the team’s prospects for securing additional long term 
corporate sponsorship agreements looks favorable.  

Suites, Premium Seating and Season Tickets 

One of the features of SunTrust Park is the reduction of suite capacity vs. Turner Field in favor of 
increased premium seating options. SunTrust Park will have 35 corporate suites with a seating capacity of 600 
seats compared to 50 suites at Turner with 1,386 seats. While the number of suites is lower, the premium 
seating options have been significantly expanded at SunTrust Park with 3,800 seats, or nearly 10% of stadium 
capacity, compared with just 163 premium seats at Turner Field (<1% of capacity).  
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Source: Company presentation, April 2016 

The increased premium seating options should more than offset the revenue impact from a lower suite 
count. The premium seating options boast suite-like characteristics including high ticket prices (premium tickets 
range in price from $92-$500; Average: $163 per game) and include a minimum contract term of 3 years. 
Similar to suites, premium seating boasts a wide range of amenities including, in some instances, leather seats, 
valet parking, unlimited alcohol, and in-seat service. However, one notable difference is that the premium 
seating is significantly closer to the action versus the suites and they can be purchased in smaller quantities, 
providing increased flexibility for purchasers. The smaller capacity of the stadium has benefits for both the team 
and its fans. For the team, the reduced capacity should enable it to enjoy additional pricing power while the 
more intimate stadium provides fans with improved sightlines. Non-premium seating season tickets could also 
prove to be an easier sell given that the new ballpark is more conveniently located to its fan base.  Although the 
new SunTrust Park  will be located just ~11 miles away from the existing Turner Field, the new ballpark resides 
at the center of the team’s fan base and will be meaningfully more convenient to access by the team’s core fans 
(no need to travel through the heart of Atlanta) with nearby access to two major interstates. In April, the Braves 
noted that they were already at ~50% of their 2016/2017 season ticket goal with the season ticket packages 
only having been marketed to existing season ticket holders.  

Stadium Lease Structure and Purchase Agreement 

The Braves have signed a 30-year lease for occupancy at SunTrust Park that contains a 5-year renewal 
option. The Braves control all operating rights for the new facility and are entitled to all of the revenue streams 
associated with the new ballpark. The annual payment under the lease is ~$6.1 million, and the Braves and the 
county have agreed to split capital repairs associated with the facility. As part of the lease agreement, the 
Braves have the option to purchase the facility as the end of its term at a price equal to 50% of its then market 
value.  

Mixed-Use Facility 

“Keep in mind the Braves now are a fairly major real estate business as opposed to just 
a baseball team…I personally think that these are good real estate assets, not just for the team 
but just as a broad development project. It does give the team more heft. It gives the vision 
more heft than just the club itself.” 

– Dr. John C. Malone, Liberty Media Chairman, April 2016 at Special Stockholders Meeting 

The Braves have an ambitious mixed-use development plan centered around the new SunTrust Park. 
Current plans include: 

 Up to 400,000 sq. feet of restaurant and retail space 

 Approximately 600 upscale residences with 500,000 sq. feet  

 A 265-room hotel 

 A nine-story, 250,000 sq. ft. office tower 
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 A 130,000 sq. ft. entertainment block including a 53,000 sq. ft. Roxy Theatre and 80,000 sq. ft. of 
adjacent office space plus a parking deck 

Overall, Liberty Braves expects development costs will total $558 million. Liberty Braves will fund an 
estimated $490 million of the total costs, while the Company is bringing in JV partners to fund the remainder. 
Liberty plans to utilize $200 million in equity funding (obtained via the rights offering proceeds) with the 
remaining $290 million to be funded with project-level debt. The Braves have ownership levels of 100% for the 
entertainment venue and office space; 85% for the retail and multifamily residential properties; and 50% of the 
hotel. The project will be built in phases and with financial stabilization projected by the end of 2017. As of 
March 31, 2016, Liberty Braves had spent $130 million of the total expected $490 million investment for the 
mixed-use project. 

While the Battery Atlanta is a major real estate undertaking, we believe several factors should limit the 
risks to Liberty Braves and provide some long-term upside. Liberty has brought in several well established 
regional/international developers, and Jones Lang LaSalle is serving as advisor and overall manager for the 
ballpark and mixed use developments. Liberty is using insurance and guaranteed max contracts to limit budget 
risks at the stadium and adjacent development. The conveniently located ballpark provides a core anchor, and 
follows the model of several similar mixed-use projects built around sports arenas/stadiums that have shown 
promise (Wrigley Field 1060 project, Busch Stadium Ballpark Village, L.A. Live, etc.). The Company plans to 
host additional events at the stadium beyond baseball games to provide a steady flow of traffic to the region. In 
addition to the baseball stadium, the Roxy Theatre will also serve as a major drawing point. The Company has 
brought in leading corporate partners/tenants for the major facilities. Live Nation has signed a 15-year net lease 
and will manage the theatre, which will have capacity of 4,000 with ~40 shows scheduled per annum.  Comcast 
has signed a 15-year lease for the office tower, which will serve as a regional headquarters. Comcast will also 
deliver state-of-the-art network connectivity solutions to the development project. The hotel will be managed by 
Omni Hotels & Resorts with a 50% equity interest.  

Estimated Mixed-Use Funding Sources and Uses ($MM) 

 
Source: Liberty Braves investor presentation, April 2016 

 

Precedent Industry Transactions Support a Premium 

It is not uncommon for MLB teams to command a significant premium to prevailing Forbes estimates of 
the franchises’ value. As illustrated in the following chart, over the past 14 years MLB teams have commanded a 
44% premium to the year prior Forbes estimate for the team with more recent transactions (since 2009) taking 
place at an average premium of 69%.  
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MLB Precedent Transactions vs. Forbes Values ($MM) 

Year Team 
Forbes Value  

(Prior Year) ($MM) 
Actual Sales Price 

($MM) Premium 

2002 Red Sox $339  $660  94.7% 

2002 Marlins $128 $158  23.4% 

2002 Brewers $174 $223 28.2% 

2003 Angels $195 $184 -5.6% 

2004 Dodgers $449  $430  -4.2% 

2005 Reds $245 $270 10.2% 

2006 Expos/Nationals $310  $450  45.2% 

2007 Braves $405  $461  13.8% 

2009 Cubs $642  $900  40.2% 

2010 Rangers $405  $595  46.9% 

2011 Astros $453  $610  34.7% 

2012 Dodgers $800  $2,150  168.8% 

2012 Padres $406  $800  97.0% 

 2016 Mariners* $1,100  $1,400  27.3% 

 Average $432  $664  44.3% 

 Average 2009-2016 $634  $1,076  69.1% 

*Sale pending 

Source: Forbes Historical MLB Valuation Estimates, Boyar Research 

 
Team sales prices have also increased in recent years, with the average team sales price of just over 

$1 billion since 2009 compared with an average transaction price of $355 million between 2002 and 2007. As 
we noted above, there have been a number of factors that have driven the value of teams higher including a 
robust market for local and national media rights and the growth of MLBAM. In 2007, Liberty Media acquired the 
Braves at an implied valuation of $460 million compared with Forbes’ 2005 valuation for the team of $405 
million. The Liberty/Braves transaction is one of the few transactions in recent years where the team has not 
commanded a significant premium to the prevailing Forbes value. While the Braves were acquired at only a 
modest 13% premium, the long-term media rights deal that Liberty inherited likely factored into the small 
premium back then. At the time that Liberty acquired the Braves, the team had struck two long term media rights 
agreements with both Fox and Turner (former owner of the Braves) that were advantageously structured for the 
networks.  

Professional sports franchises also receive favorable tax treatment including, since 2005, the ability to 
fully amortize 100% of the purchase price over 15 years for tax purposes. The “roster depreciation allowance” 
rule further allows purchasers to effectively double-deduct some player salaries. These tax advantages could 
represent a meaningful factor in the value of a franchise to a prospective buyer, especially for investors who can 
apply the tax losses against gains in other portions of their portfolio. 

Of course, the billion dollar question for prospective Liberty Braves investors is if/when the Braves 
franchise will actually be monetized. Admittedly, monetization in the near-to-intermediate term (2-4 years) is 
very unlikely given the ongoing large-scale development projects and possible tax implications for Liberty. But 
this may actually be a positive for long-term investors; in the interim, the Braves’ value may grow at an 
accelerated rate as the team edges closer to a new local media contract and MLBAM continues to appreciate/is 
monetized. We do see a longer-term path to monetization for Liberty Braves investors, likely preceded by a full 
spin-off of Liberty Braves as an independent company. Liberty Media Corp. could pursue this without tax 
implications as the Braves are an active trader business (ATB). Liberty management has acknowledged this is 
likely down the road. 



Liberty Media Corporation (Liberty Braves Group) 

 

- 46 - 

A spinoff would allow for an eventual sale of the franchise without the corporate-level taxes which would 
be hefty given Liberty’s low cost basis. While the sale of an independent Liberty Braves stock could still trigger 
personal capital gains tax liabilities, it would avoid double taxation and we would not dismiss the possibility that 
the famously tax averse John Malone/Liberty management find a way to monetize the Braves without triggering 
any tax liability.  

Addressing the Bear Case: Declining Interest in MLB?  

Traditional metrics such as TV viewership, fan demographics, and participation suggest that the sport of 
baseball is struggling. However, a closer look at the numbers suggests a sport that is still extremely popular, 
especially among the younger generation. The number of viewers for baseball’s annual world series have 
declined to ~12 million a year from peak levels of ~44 million experienced in 1978 while the average age of an 
MLB baseball TV viewer has increased to 53 years from 46 years between 2004 and 2014, representing the 
highest average age in professional sports. In addition, baseball boasts the lowest viewership among kids in all 
of professional sports at ~5% of TV viewers compared with nearly 10% for the NBA. While these trends are 
alarming, it is worth noting the following. Baseball viewership trends are not dissimilar from the TV audience 
trends experienced by other professional sports. As cable TV has become mainstream in recent decades, 
audiences have become fragmented given the number of choices in today’s media landscape. The aging TV 
audience is also a bit misleading and likely reflects the fact that MLBAM has been at the forefront of distributing 
its baseball content online. According to comScore, MLB’s mobile app At Bat had more minutes consumed (8.4 
billion) in 2015 than all other U.S. official sports leagues apps combined. It should be noted that the average age 
of an At Bat user is ~33 years, significantly younger than an MLB TV viewer. Approximately 53% of the total 
minutes consumed in the official apps of U.S. professional sports leagues were attributed to watching or 
listening to games via At Bat. MLB’s At Bat was not only the top performing app among sports leagues, but also 
bested all of the major sports networks in terms of minutes consumed. For the April to September 2015 time 
frame, there were 6.9 billion minutes of At Bat consumed compared with 6.1 billion for ESPN, 3.4 for Turner’s 
Team Stream and 2.2 billion for Yahoo! Fantasy Sports. Notably, At Bat, which recently surpassed 50 million 
downloads, was the top grossing sports app in the U.S. in 2015, representing the 7th straight year that the app 
had claimed the distinction. As a testament to the sport’s international appeal, it is also worth noting that At Bat 
also claimed the highest grossing spot for sports apps in 97 different countries.  

Attendance at MLB ballparks has remained steady at ~30k per game over the past 15 years or so 
despite (or because of) the trend toward smaller stadiums and reduced youth participation in the sport. The 
average capacity of a major league ballpark peaked in 1993 at approximately 53k compared with the current 
average capacity of 43k seats. Since 1997, Braves home games have averaged ~33k fans. The Braves have 
consistently ranked in the top ten in terms of MLB attendance since moving to Turner Field in 1997. However, 
the past two years have seen the team’s average home game attendance slip to ~29k in 2014 (11 th in MLB) and 
25k in 2015 (13th) reflecting the team’s poor on-field performance. Declining youth participation is another 
concern that a baseball bear may bring up. Participation in the sport among kids continues to decline with 2.4 
million youths playing the sport annually in recent years down from nearly 3 million in the 1990s. While the 
declining participation is worth monitoring, reduced participation is not unique to baseball with all major sports 
experiencing declining participation in recent years. It is also worth noting that today’s youth is more likely to 
specialize in one sport than the previous generation. 
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Liberty Media Group 

(LMCK  $18.95) 

Brief Update on the Liberty Media Group Tracker 

The Liberty Media tracker consists of a hodgepodge of assets collected by the parent company and its 
predecessors over many years, by far the most valuable of which is now its stake in Live Nation. The public 
market value of Liberty Media’s minority stake in Live Nation (LYV) has quadrupled from $429 million at the time 
of our last LMC report in summer 2012 to $1.7 billion on May 31, 2016. This reflects the nearly tripling of LYV’s 
share price over that timeframe as well as several incremental investments by LMC which have increased 
LMC’s stake from 27% to 34%. The remainder of LMC’s assets include the retained minority stake (15.5%) in 
Liberty Braves, a collection of small minority stakes in publicly traded media companies (Time Warner, Time, 
and Viacom) and some nonmaterial private equity funds/venture investments.  

Liberty Media also has a growing cash hoard, estimated at $566 million pro forma for several recently 
completed or pending transactions. Earlier this year, LMC settled its long-running lawsuit with Vivendi (dating to 
2001) for $511 million in pretax proceeds. Our cash total is also pro forma for repayment of the intergroup note 
issued to Liberty Braves. Liberty Braves had drawn down $101 million as of March 31, 2016 and expected to 
fully repay the note with the proceeds from the rights offering in June. LMC also received $48 million in 
proceeds from its 3% stake in Crown Media Holdings, which was acquired by controlling shareholder Hallmark 
Cards in May 2016 for $175 million in cash or $5.05 per share. (CRWN was profiled by Boyar’s Micro Cap 
Focus in August 2012 at $1.87/share.)   

These assets are partially offset by $1.0 billion in debt in the form of 1.375% convertible notes due 
2023, which were issued by Liberty Media in 2013 and remain at the LMC tracker. The notes are linked to the 
combined share prices of the three trackers but will be settled solely in cash. We find the placement of the 
convertible notes within the Liberty Media Group tracker as somewhat odd, assuming there were no obligations 
to do so under the terms of the notes (as we believe to be the case). Given the reduced size of LMC post-
separation into three trackers, this is a fairly significant liability as a percentage of LMC’s equity (equal to 54% of 
NAV). Furthermore, the convertibles are now principally linked to the value of the Liberty SiriusXM tracker which 
essentially represents naked short exposure to Sirius shares. But several factors should limit LMC’s exposure in 
the near-to-intermediate term. The transaction was opportunistically struck in October 2013 at a ~15% premium 
to LMC’s then all-time high share price, and the current value of the basket of shares now underlying the 
convertibles are ~20% below the initial strike price. LMC also partially hedged the negative exposure to an 
increase in its share price via a call option/warrant transaction. At a net cost of $129 million, the transaction 
eliminates their exposure to the first ~43% increase in value above the strike price of the convertibles. Liberty 
also maintains multiple options to limit the potential long-term negative exposure to Sirius’ stock price. The debt 
could be reattributed to Liberty Sirius at some point, although this would require a large cash or other asset 
transfer to Liberty Sirius as compensation. Alternatively, if Liberty Sirius is legally separated from the Liberty 
Media Corporation parent and merged with Sirius, this may trigger an adjustment in the conversion rate and 
eliminate any ongoing exposure to Sirius. This would re-tie the vast majority of the convertible exposure back to 
LMCA shares, reducing the long-term upside if LMCA can grow its share price above the warrant strike price but 
also eliminating the riskier unhedged short exposure to Sirius.  

Based on public market values of LMC’s minority stakes and debt at par value, we estimate the non-
voting LMCK shares currently trade at a 12% discount to NAV. LMCA (one vote per share) trades at a 10% 
discount. By this measure alone, we do not find the Liberty Media tracker to be overly compelling from an 
investment standpoint. The current discount to NAV is closer to the lower end of Liberty Media’s historical 
discount to NAV which since 2011 has ranged from as high as 30%-plus to low-single digits following the Sirius 
merger attempt in early 2014. Furthermore, there are no clear near-term paths to monetization/eliminating the 
discount. An eventual combination with Live Nation is possible, but generally would be unlikely to proceed 
before LMC has gained control. LMC is currently hampered by LYV’s poison pill which limits its stake to 35% 
(LMC’s stake drops to ~30% assuming full dilution from outstanding stock options and convertible debt). At the 
current discount to NAV, share repurchases present a moderately compelling opportunity for LMC and we would 
not be surprised to see LMC deploy some of its cash into repurchases in short order. But management’s 
willingness to repurchase shares could be tempered by LMC’s sizable debt load. The convertible notes also 
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represent a potentially meaningful drag if LMC can achieve long-term outperformance given the dilutive impact 
above the hedged price.  

Liberty Media Group Est. Net Asset Value ($MM) 

Convertible Note & Other Debt @ Par Value  $ (1,037) 

LYV @ $24.15/share  $  1,682  

Intergroup Note Receivable  $     101  

TWX Shares  $     334  

Time Inc. Shares  $         9  

VIAB Shares  $       82  

Crown Media (3%) - acquired by Hallmark, May 2016  $       48  

Other AFS & Cost Investments @ book value  $       54  

Cash  $     417  

Liberty Braves - 15.5%, market value  $     138  

Net Asset Value  $  1,827  

Diluted Shares Outstanding 84.6 

NAV per Share $ 21.60 

  

LMCA Share Price 19.48 

Discount 9.8% 

LMCK Share Price 18.95 

Discount 12.3% 

 

In terms of our assessment of Live Nation’s intrinsic value, we have long been attracted by the 
profitability of its dominant ticketing platform Ticketmaster as well as the synergies created by its horizontally 
integrated offering that also encompasses concert promotion, venue operation, artist management, and 
sponsorship/advertising. AAF first favorably profiled Live Nation in March 2012 ($9.40 per share) and 
subsequently revisited the stock in March 2013 ($12.37 per share). However, at the current share price 
($24.15), we no longer see an overtly compelling margin of safety at Live Nation. Since we last profiled LYV, the 
company has successfully executed on its secondary ticketing re-platform initiative and has continued to post 
impressive revenue/AOI growth rates. But its growing free cash flow has been almost exclusively directed 
toward a slew of acquisitions and growth-based capital expenditures. It is unclear whether the returns on these 
investments, as well as LYV’s underlying organic growth rates, are so impressive. LYV’s business also remains 
sensitive to macroeconomic trends given the highly discretionary nature of its products. While we still see more 
long-term upside than downside in LYV shares, the current valuation of ~11xEV/AOI has expanded markedly 
from 7x TTM AOI when we initially profiled the Company in 2012 and leaves us less bullish. 

This is not to say we do not remain optimistic about Liberty Media’s future. John Malone and Greg 
Maffei are some of the best capital allocators in the business, and LMC’s growing cash hoard represents a 
meaningful percentage of the total NAV. Were the discount to widen to the high-teens and/or LYV shares to 
decline below $20—both of which have briefly occurred in 2016—LMC shares could again present a compelling 
opportunity.  
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Liberty SiriusXM Group 

(LSXMK  $31.45) 

Brief Update on the Liberty SiriusXM Tracker 

The Liberty SiriusXM Group tracker was created to provide a clean look-through to the value of Liberty’s 
stake in Sirius. The stock only tracks Liberty’s Sirius investment as well as $50 million in cash and $250 million 
in margin debt (backed by SIRI shares) as of March 31, 2016. Aided by the ongoing policy of heavy share 
repurchase activity at Sirius, Liberty Media’s stake in domestic satellite radio monopoly S irius XM had grown 
from just under 50% when AAF first published on Liberty Media in 2012 to 63.8% as of late April 2016. At the 
current share price of $3.98 (up from $2.42 at initial publication in 2012), Liberty’s stake has a public market 
value of $12.6 billion.  

Liberty SiriusXM Net Asset Value ($MM) 

SIRI shares (MM) 3,162 

Current SIRI price        $3.98 

SIRI Stake @ Public Market Value $ 12,585 

Cash 50 

Margin Loans     (250) 

LSXM Net Asset Value $ 12,385  

DSO (MM) 338 

NAV per share $36.61 

  

LSXMA current price $31.89 

Discount 12.9% 

LSXMK current price $31.45 
Discount 14.1% 

 
Somewhat to our surprise, the discount to NAV has not been substantially narrowed by the creation of 

the Liberty Sirius tracker. As illustrated in the preceding table, we estimate LSXMK shares currently trade at a 
14% discount to NAV. Our diluted share estimate is roughly based on the treasury method (Liberty Media had 
~13 million in stock options outstanding, at an average strike price of ~$30, prior to the tracking stock 
reorganization). In our view, this presents a fairly compelling opportunity as Liberty Sirius is probably best 
positioned among the three Liberty trackers to exploit and/or eliminate the discount in the near term. The most 
direct option is for Liberty Sirius to initiate outsized share repurchase activity. As noted, Liberty Sirius holds just 
$200 million in net leverage against its $12.6 billion of SIRI shares, so there should be incremental room for 
share repurchases funded by margin loans against its SIRI stock. Liberty management has also discussed the 
possibility of issuing exchangeable debt linked to Sirius stock, which could give Liberty Sirius incremental 
capacity to purchase SIRI stock. This is about as close as one can come to finding a true arbitrage trade that 
can be executed at massive, multi-billion dollar scale. In terms of risk, there could be some concern about 
effectively taking on a second layer of leverage; Sirius itself is levered at 3.4x EBITDA. In our view, this is not a 
huge concern; SIRI’s leverage is still well below management’s target/comfort level of 4x which appears 
reasonable given the high margin (36% FY16E Adj. EBITDA margin with modest capex requirements), high 
visibility recurring revenue nature of its subscription-based business. 

Additional opportunities enabled by the creation of the Liberty Sirius tracker include repurchase of 
LSXM shares by Sirius. Sirius spent $2.0 billion on repurchases in 2015 (reducing the share count by ~9%) and 
$594 million during 1Q16 alone, so any repurchase activity by Sirius could significantly shrink Liberty Sirius’ float 
and presumably close the discount. With incremental leverage capacity and $4.6 billion in gross operating loss 
carryforwards likely to shield Sirius from paying cash taxes into late 2018-2019, Sirius has plenty of additional 
firepower. Liberty and Sirius management have publicly suggested they are exploring this possibility, although 
we believe there may be some hesitation at SIRI considering Liberty SIRI is only a tracker. Alternatively, Sirius 
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could pursue a large special dividend and/or recurring dividend; Liberty’s controlling stake would allow them to 
avoid federal taxes on 80% of the distribution.   

In our view, an eventual all-stock combination of Liberty’s stake back into Sirius is also very likely within 
the next few years. Liberty pursued this in early 2014 before abandoning the offer, and the creation of the 
Liberty Sirius tracker makes the discussion easier. Furthermore, as Sirius continues to repurchase shares en 
masse, Liberty’s stake is quickly approaching the 80% level which would trigger tax implications that would likely 
force a merger. At the current repurchase trends, we estimate LSXM could approach 80% ownership by mid-
2018. It should also be noted that Liberty shares arguably deserve to receive a premium to NAV in a 
combination with Sirius considering Liberty has a controlling interest. However, we would not expect this 
outcome considering control really rests in John Malone’s LSXMB super-voting shares, and Liberty had to offer 
a modest premium in the attempt to acquire the rest of Sirius in early 2014—and even that modest premium 
faced shareholder skepticism. 

“So trading at a discount is a buffer for value for us. The time we care about is when 
you have to do something, and we've made it clear, in the future, that we'd like to consolidate 
the rest of SiriusXM, so having a fully valued security would be interesting.” 

– Liberty Media Corp. CEO Greg Maffei, MoffettNathanson Conference May 2016  

Our constructive outlook toward Liberty SiriusXM given the potential near-term catalysts is tempered 
somewhat by a more tepid outlook for Sirius shares. The domestic new vehicle sales environment finally 
reached a new record level in 2015 and is showing signs of a top or at least a plateau, with sales down 
moderately YTD. Sirius subscriber additions are also showing signs of a slowdown, with management currently 
forecasting 1.4 million net subscriber additions in 2016 (~5% growth from 29.6 million at year-end 2015) versus 
a post-2007 record 2.3 million net new subscribers in 2015 (8% growth). However, it should be pointed out that 
Sirius management has a long history of under-promising and over-delivering. Net subscriber growth was 8% 
Y/Y in 1Q16, already forcing management to increase their 2016 target from 1.2 million net adds. Longer-tem, 
the pre-owned car market remains a very attractive growth opportunity. Sirius’ satellite radio installed 
penetration has reached ~75% of new cars, but only ~34% of all cars on the road are equipped with satellite 
radio. As the latter number converges toward the OEM penetration rate over time, this creates a natural funnel 
for new subscribers. Within the past couple of years, Sirius has increased its efforts to scale up sales/marketing 
and dealer incentive programs to increase its pre-owned car penetration. 

In terms of valuation, at 14.5x 2016E EV/EBITDA, Sirius shares already appear to be pricing in 
continued steady growth and much of the long-term opportunities. In estimating Sirius’ intrinsic value, we project 
2016 results roughly in-line with management guidance before revenue growth slows to 5% during 2017-2018. 
Projecting modest EBITDA margin expansions to 38% and a contraction in SIRI’s valuation multiple to 
12x EV/EBITDA, our forward-looking intrinsic value estimate for SIRI is approximately $4.66 per share or a 
modest 17% above the current share price. This equates to a fully-taxed 2018E FCF multiple of ~20x for SIRI 
shares, which we view as reasonable when weighing SIRI’s strengths (extremely attractive economic model and 
spectrum optionality) versus the potential long-term competitive concerns (streaming services).  
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Sirius XM Estimate of Intrinsic Value ($MM) 

 2018E 

SIRI 2018E EBITDA  $   2,049  

assumed multiple         12x 

Enterprise Value  $ 24,584  

less 2018E Net Debt  $  (7,248) 

plus 2018E NOLs, Present Value  $       53  

plus XSR Stake  $     165  

Equity Value  $ 17,554  

  

2018E Diluted Shares Outstanding (MM) 3,770 

  

SIRI estimate of intrinsic value per share $4.66 

  

2018E Free Cash Flow, Fully Taxed $871 
Implied 2018E FCF Yield @ Intrinsic Value 5.0% 

 

Despite the tempered outlook for SIRI shares, LSXM shares still present a fairly compelling risk-reward 
proposition. If Liberty Sirius can eliminate its discount to NAV and merge with Sirius at 2018E intrinsic value of 
$4.66 per share, this implies 37% upside from the current LSXMK share price. If Liberty Sirius (or SIRI) takes on 
leverage to repurchase shares at a discount in the interim, this would create additional upside. For example, if 
LSXM were to repurchase $1.5 billion worth of shares (roughly equivalent to total leverage of 4x at a combined 
Liberty/Sirius) at an average price of $33/share, this translates to 41% upside to 2018E NAV at zero discount.  

LSXM Upside Scenario: 
Intrinsic Value at 2018E NAV ($MM) 

SIRI shares owned @ LSXM 3,162 
SIRI 2018E intrinsic value per share    $4.66     
LSXM stake @ zero discount  $ 14,724  
plus cash  $       50  
less debt  $  (1,750) 
Liberty Sirius NAV  $ 13,024  
  
LSXM diluted shares, 2018E (MM) 293 

Intrinsic value per share $44.47 
  
LSXMK current share price $31.45 
Implied upside 41% 

 

 

Risks 

Additional risks that Liberty Braves or any Liberty Media Corporation trackers may not achieve our 
estimate of intrinsic value include but are not limited to: 

 Current lawsuit against the Braves over fan death 

 Cost overruns in the stadium and mixed-use construction and/or failure to achieve adequate return 
on the mixed-use real estate development project 

 Inability to renegotiate local media rights at a favorable rate 
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 Inability to achieve on-field success and/or excessive player salary expenses 

 Liberty Braves’ financial leverage and lack of predictable free cash flow 

 Reattribution of assets between trackers or reconsolidation that causes transfer of intrinsic value 

 Failure to close the trackers’ discounts to NAV and/or Liberty paying a substantial premium to 
consolidate Sirius 

 Loss of key personnel 

Analyst Certification 

Asset Analysis Focus certifies that the views expressed in this report accurately reflect the personal 
views of our analysts about the subject securities and issuers mentioned. We also certify that no part of our 
analysts’ compensation was, is, or will be, directly or indirectly, related to the specific views expressed in this 
report. 
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LIBERTY MEDIA CORPORATION 
BALANCE SHEET INFORMATION 

March 31, 2016 
(in millions, unaudited)  

 
 Attributed   

  Liberty Liberty Liberty     
  SiriusXM Braves Media Intergroup Consolidated 
 ASSETS Group Group Group Eliminations Liberty 

Current assets:           
Cash and cash equivalents $    102 $  44 $   456 $ — $     602 
Trade and other receivables, net 228 12 4  — 244 
Short term marketable securities  —  — 61  — 61 
Other current assets 232 20      7 (2)    257 

Total current assets 562 76 528 (2) 1,164 

Investments in available-for-sale 
securities and other cost 
investments  — 8 552  — 560 
Investments in affiliates, accounted 
for using the equity method 168 52 900  — 1,120 
            
Property and equipment, at cost 2,003 504 191  — 2,698 
Accumulated depreciation   (615)  (45)  (88)  —   (748) 
  1,388 459 103  — 1,950 
            
Intangible assets not subject to amortization         

Goodwill 14,165 180  —  — 14,345 
FCC licenses 8,600  —  —  — 8,600 
Other      930 143  —  —   1,073 

  23,695 323  —  — 24,018 

Intangible assets subject to 
amortization, net 1,013 67  —  — 1,080 
Other assets, at cost, net of 
accumulated amortization 157 14 263  — 434 

TOTAL ASSETS $ 26,983 $ 999 $ 2,346 $ (2) $ 30,326 

            
LIABILITIES AND EQUITY           

Current liabilities:           
Intergroup payable (receivable) $     115 $  89 $  (204) $ — $       — 
Accounts payable and accrued 
liabilities 696 46 21  — 763 
Current portion of debt 256  —  —  — 256 
Deferred revenue 1,797 83  —  — 1,880 
Other current liabilities        3    —    65 (2)       66 

Total current liabilities 2,867 218 (118) (2) 2,965 

Long-term debt 5,719 108 1,035  — 6,862 
Deferred income tax liabilities 1,724 40 24  — 1,788 
Other liabilities 272 297 57  — 626 
TOTAL LIABILITIES 10,582 663 998 (2) 12,241 

Equity / Attributed net assets 9,706 327 1,348  — 11,381 
Noncontrolling interests in equity of 
subsidiaries 6,695 9  —  — 6,704 

TOTAL LIABILITIES AND EQUITY $ 26,983 $ 999 $ 2,346 $ (2) $ 30,326 
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