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EXPLANATORY NOTE

 
GCI Liberty, Inc. (formerly known as General Communication, Inc.), an Alaska corporation (“GCI Liberty”), hereby files this Current Report on Form 8-K/A (this

“Amendment”) to amend its Current Report on Form 8-K, filed with the Securities and Exchange Commission (the “SEC”) on March 14, 2018, as amended by Amendment
No. 1, filed with the SEC on March 14, 2018 (as so amended, the “GCI Liberty 8-K”), to amend Item 2.01 and further amend Item 9.01. Terms used in this Amendment but
not defined herein have the meanings set forth in the GCI Liberty 8-K.
 
Item 2.01. Completion of Acquisition or Disposition of Assets.
 

As previously reported in the GCI Liberty 8-K, on March 9, 2018, Liberty Interactive and LI LLC contributed to GCI Liberty their entire equity interests in Liberty
Broadband Corporation, Charter Communications, Inc., and LendingTree, Inc., the Evite, Inc. operating business and certain other assets and liabilities (collectively,
“HoldCo”).
 

The Contribution was treated as a reverse acquisition under the acquisition method of accounting in accordance with accounting principles generally accepted in the
United States. For accounting purposes, HoldCo is considered to be acquiring GCI Liberty in the Contribution based upon the fact that in exchange for the contribution of
certain assets and liabilities, Liberty Interactive received a controlling interest in the combined company of GCI Liberty.
 

Accordingly, effective as of March 9, 2018, the historical financial statements of HoldCo became the historical financial statements of GCI Liberty. The audited
combined financial statements of HoldCo are filed herewith as Exhibit 99.2.
 

Under the acquisition method of accounting, management of GCI Liberty and Liberty Interactive have calculated a preliminary purchase price as described in the
unaudited pro forma condensed combined financial statements. See Exhibit 99.3 filed herewith. The net tangible and intangible assets acquired and liabilities assumed in
connection with the Contribution are at their estimated acquisition date fair values. The acquisition method of accounting is dependent upon certain valuations and other
studies that have yet to progress to a stage where there is sufficient information for a definitive measurement. A final determination of these estimated fair values will be based
on the actual net tangible and intangible assets of GCI Liberty that exist as of March 9, 2018.
 
Item 9.01. Financial Statements and Exhibits.
 
(b)  Pro forma financial information.  The pro forma financial information required to be filed pursuant to Item 9.01(b) pursuant to Article II of Regulation S-X is filed



herewith as Exhibit 99.3.
 
(d)  Exhibits.
 
Exhibit No.

 

Name
   
23.1 Consent of KPMG LLP
   
99.2 Audited Combined Financial Statements of HoldCo
   
99.3 Unaudited Pro Forma Condensed Combined Financial Statements of GCI Liberty, Inc.
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Pursuant to the requirements of the Securities Exchange Act of 1934, as amended, the registrant has duly caused this report to be signed on its behalf by the

undersigned hereunto duly authorized.
 
Date: April 5, 2018
 

GCI LIBERTY, INC.
  
   

By: /s/ Wade Haufschild
Name: Wade Haufschild
Title:   Vice President
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Exhibit 23.1 
 

Consent of Independent Registered Public Accounting Firm
 
The Board of Directors
Liberty Interactive Corporation:
 
We consent to the incorporation by reference in the following registration statements of GCI Liberty, Inc. of our report dated April 5, 2018, with respect to the combined
balance sheets of Liberty Interactive Corporation’s and Liberty Interactive LLC’s entire equity interests in Liberty Broadband Corporation, Charter Communications, Inc.,
and LendingTree, Inc., the Evite, Inc. operating business and certain other assets and liabilities (collectively “HoldCo”) as of December 31, 2017 and 2016, and the related
combined statements of operations, comprehensive earnings (loss), cash flows and equity for each of the years in the three-year period ended December 31, 2017, and the
related notes (collectively, the “combined financial statements”), which report appears in the Current Report on Form 8-K/A of GCI Liberty, Inc., dated April 5, 2018.
 

Description
Registration Statement

No.
 

Description
S-8 333-223667 GCI Liberty, Inc. Transitional Stock Adjustment Plan

     
S-8 333-223668 GCI 401(k) Plan

 
/s/ KPMG LLP

 
Denver, Colorado
April 5, 2018
 



Exhibit 99.2 
 

Report of Independent Registered Public Accounting Firm
 
To the Stockholders and Board of Directors
Liberty Interactive Corporation:
 
Opinion on the Combined Financial Statements
 

We have audited the accompanying combined balance sheets of Liberty Interactive Corporation’s and Liberty Interactive LLC’s entire equity interests in Liberty
Broadband Corporation, Charter Communications, Inc., and LendingTree, Inc., the Evite, Inc. operating business and certain other assets and liabilities (collectively
“HoldCo”) as of December 31, 2017 and 2016, the related combined statements of operations, comprehensive earnings (loss), cash flows, and equity for each of the years in
the three-year period ended December 31, 2017, and the related notes (collectively, the combined financial statements). In our opinion, the combined financial statements
present fairly, in all material respects, the financial position of HoldCo as of December 31, 2017 and 2016, and the results of its operations and its cash flows for each of the
years in the three-year period ended December 31, 2017, in conformity with U.S. generally accepted accounting principles.
 
Basis for Opinion
 

These combined financial statements are the responsibility of HoldCo’s management. Our responsibility is to express an opinion on these combined financial
statements based on our audits. We are a public accounting firm registered with the Public Company Accounting Oversight Board (United States) (PCAOB) and are required
to be independent with respect to HoldCo in accordance with the U.S. federal securities laws and the applicable rules and regulations of the Securities and Exchange
Commission and the PCAOB.
 

We conducted our audits in accordance with the standards of the PCAOB and in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the combined financial statements are free of material
misstatement, whether due to error or fraud. Our audits included performing procedures to assess the risks of material misstatement of the combined financial statements,
whether due to error or fraud, and performing procedures that respond to those risks. Such procedures included examining, on a test basis, evidence regarding the amounts and
disclosures in the combined financial statements. Our audits also included evaluating the accounting principles used and significant estimates made by management, as well as
evaluating the overall presentation of the combined financial statements. We believe that our audits provide a reasonable basis for our opinion.
 

/s/ KPMG LLP
  
We have served as HoldCo’s auditor since 2017.
  
Denver, Colorado
April 5, 2018
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HoldCo

 
Combined Balance Sheets

 
December 31, 2017 and 2016

 
2017

 

2016
amounts in thousands

Assets
Current assets:

Cash and cash equivalents $ 573,210 487,163
Other current assets 8,068 39,866

Total current assets 581,278 527,029
Investments in available-for-sale securities and other cost investments (note 4) 1,803,064 1,546,615
Investments in affiliates, accounted for using the equity method (note 5) 114,655 31,493
Investment in Liberty Broadband measured at fair value (note 5) 3,634,786 3,161,444
Other assets 38,430 34,195

Total assets $ 6,172,213 5,300,776
Liabilities and Equity
Current liabilities $ 10,465 4,530
Deferred income tax liabilities (note 6) 643,426 777,092
Taxes payable (note 6)

1,198,315 925,715
Other liabilities 95,971 757

Total liabilities 1,948,177 1,708,094
Equity
Parent’s investment 2,305,440 2,398,452
Retained earnings 1,914,963 1,190,568
Noncontrolling interests in equity of subsidiaries 3,633 3,662

Total equity 4,224,036 3,592,682
Commitments and contingencies (note 8)

Total liabilities and equity $ 6,172,213 5,300,776
 

See accompanying notes to combined financial statements.
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HoldCo

 
Combined Statements of Operations

 



Years ended December 31, 2017, 2016 and 2015
 

2017 2016
 

2015
amounts in thousands,

except per share amounts
Total revenue, net 23,817 22,552 20,307
Operating costs and expenses:

Operating expense 11,541 11,702 6,961
Selling, general and administrative, including stock-based compensation (note 2) 64,621 43,041 39,381
Depreciation and amortization 3,252 2,964 2,499

79,414 57,707 48,841
Operating income (loss) (55,597 ) (35,155 ) (28,534 )
Other income (expense):

Share of earnings (losses) of affiliates, net (note 5) 7,001 11,831 2,142
Realized and unrealized gains (losses) on financial instruments, net (note 3) 637,164 1,309,365 179,699
Gains (losses) on transactions, net 6 (1,100 ) —
Other, net 2,461 31,873 18,385

646,632 1,351,969 200,226
Earnings (loss) from continuing operations before income taxes 591,035 1,316,814 171,692

Income tax (expense) benefit (note 6) 133,522 (496,245 ) (60,982 )
Net earnings (loss) 724,557 820,569 110,710

Less net earnings (loss) attributable to the noncontrolling interests (29 ) (114 ) (3 )
Net earnings (loss) attributable to HoldCo shareholders $ 724,586 820,683 110,713
Unaudited Pro Forma basic net earnings (loss) attributable to Series A and Series B HoldCo

shareholders per common share (note 2): 8.41 9.53 1.29
 

See accompanying notes to combined financial statements.
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HoldCo

 
Combined Statements of Comprehensive Earnings (Loss)

 
Years ended December 31, 2017, 2016 and 2015

 
2017 2016

 

2015
amounts in thousands

Net earnings (loss) $ 724,557 820,569 110,710
Other comprehensive earnings (loss), net of taxes — — —

Comprehensive earnings (loss) 724,557 820,569 110,710
Less comprehensive earnings (loss) attributable to the noncontrolling interests (29 ) (114 ) (3 )
Comprehensive earnings (loss) attributable to HoldCo shareholders $ 724,586 820,683 110,713

 
See accompanying notes to combined financial statements.
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HoldCo

 
Combined Statements of Cash Flows

 
Years ended December 31, 2017, 2016 and 2015

 
2017 2016

 

2015
amounts in thousands

Cash flows from operating activities:
Net earnings (loss) $ 724,557 820,569 110,710
Adjustments to reconcile net earnings to net cash provided by operating activities:

Depreciation and amortization 3,252 2,964 2,499
Stock-based compensation 26,583 16,128 11,024
Cash payments for stock-based compensation (32 ) — (60 )
Share of (earnings) losses of affiliates, net (7,001 ) (11,831 ) (2,142 )
(Gain) loss on dilution of investment in affiliates 884 (19,235 ) 1,715
Realized and unrealized (gains) losses on financial instruments, net (637,164 ) (1,309,365 ) (179,699 )
(Gains) losses on transactions, net (6 ) 1,100 —
Deferred income tax expense (benefit) (133,522 ) 496,820 60,983
Intergroup tax (payments) receipts 287,763 294,708 159,901
Other noncash charges (credits), net 194 91 (16 )
Changes in operating assets and liabilities

Current and other assets 31,772 5,881 (1,261 )
Payables and other liabilities 7,584 (5,605 ) 476

Net cash provided (used) by operating activities 304,864 292,225 164,130
Cash flows from investing activities:

Cash proceeds from dispositions of investments 2,180 — —
Investment in and loans to cost and equity investees (76,815 ) — —
Capital expended for property and equipment (3,488 ) (2,642 ) (3,337 )
Purchases of short term investments and other marketable securities — (264,703 ) (1,185,569 )
Sales of short term investments and other marketable securities — 1,161,596 1,165,846



Investment in Liberty Broadband — (2,400,000 ) —
Other investing activities, net 26 14 —

Net cash provided (used) by investing activities (78,097 ) (1,505,735 ) (23,060 )
Cash flows from financing activities:

Withholding taxes on net share settlements of stock-based compensation (27,793 ) (1,450 ) (5,499 )
Intergroup (payments) receipts, net 37,140 (30,602 ) (4,322 )
Contributions from (distributions to) parent, net (146,680 ) (272,195 ) (176,177 )
Equity transactions related to BCY Holdings — — 194,439
Other financing activities, net (3,387 ) 3,439 5,859

Net cash provided (used) by financing activities (140,720 ) (300,808 ) 14,300
Net increase (decrease) in cash and cash equivalents 86,047 (1,514,318 ) 155,370
Cash and cash equivalents at beginning of period 487,163 2,001,481 1,846,111
Cash and cash equivalents at end of period $ 573,210 487,163 2,001,481

 
Supplemental disclosure to the combined statements of cash flows:

 
 

2017
 

2016
 

2015
 

amounts in thousands
Cash paid for interest $ 6 — 114
Cash received for taxes $ 287,763 $ 294,708 159,901
 

See accompanying notes to combined financial statements.
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HoldCo

 
Combined Statements of Equity

 
Years ended December 31, 2017, 2016 and 2015

 

Parent’s
investment

Retained
Earnings

 

Noncontrolling
interest in
equity of

Combined
company

 

Total
equity

amounts in thousands
Balance at January 1, 2015 $ 2,626,958 237,098 — 2,864,056

Net earnings — 110,713 (3) 110,710
Stock-based compensation 11,009 — — 11,009
Minimum withholding taxes on net share settlements of stock-based compensation (5,499) — — (5,499)
Option exercises 5,859 — — 5,859
Equity transactions with parent related to sale on non-group company 223,956 — 3,776 227,732
Intergroup (payments) receipts (4,322) — — (4,322)
Contributions from (distributions to) parent, net (176,177) — — (176,177)
Other 3,066 — 3 3,069

Balance at December 31, 2015 $ 2,684,850 347,811 3,776 3,036,437
Net earnings — 820,683 (114) 820,569
Cumulative effect of accounting change (note 2) — 21,576 — 21,576
Stock-based compensation 14,906 — — 14,906
Withholding taxes on net share settlements of stock-based compensation (1,450) — — (1,450)
Option exercises 3,439 — — 3,439
Intergroup (payments) receipts (30,602) — — (30,602)
Contributions from (distributions to) parent, net (272,195) — — (272,195)
Other (496) 498 — 2

Balance at December 31, 2016 $ 2,398,452 1,190,568 3,662 3,592,682
Net earnings — 724,586 (29) 724,557
Stock-based compensation 26,243 — — 26,243
Withholding taxes on net share settlements of stock-based compensation (27,793) — — (27,793)
Option exercises 613 — — 613
Intergroup (payments) receipts 37,140 — — 37,140
Contributions from (distributions to) parent, net (146,680) — — (146,680)
Other 17,465 (191) — 17,274

Balance at December 31, 2017 $ 2,305,440 1,914,963 3,633 4,224,036
 

See accompanying notes to combined financial statements.
 

F-6 

 
HoldCo

 
Notes to Combined Financial Statements

 
December 31, 2017, 2016 and 2015

 
(1) Basis of Presentation
 

On April 4, 2017, Liberty Interactive Corporation (Liberty Interactive) entered into an Agreement and Plan of Reorganization (as amended, the reorganization
agreement and the transactions contemplated thereby, the Transactions) with General Communication, Inc. (GCI), an Alaska corporation, and Liberty Interactive LLC, a
Delaware limited liability company and a direct wholly-owned subsidiary of Liberty Interactive (LI LLC). Pursuant to the reorganization agreement, GCI effected a



restatement of its articles of incorporation (which resulted in GCI being renamed GCI Liberty, Inc. (GCI Liberty)) and a reclassification and auto conversion of its common
stock. Following these events, Liberty Interactive acquired GCI Liberty on March 9, 2018 through a reorganization in which certain Liberty Interactive interests, assets and
liabilities, were contributed to GCI Liberty in exchange for a controlling interest in GCI Liberty. Liberty Interactive and LI LLC contributed to GCI Liberty its entire equity
interest in Liberty Broadband Corporation (Liberty Broadband), Charter Communications, Inc. (Charter), and LendingTree, Inc. (LendingTree), the Evite, Inc. (Evite)
operating business and certain other assets and liabilities (collectively, HoldCo), in exchange for (a) the issuance to LI LLC of a number of shares of GCI Liberty Class A
Common Stock and a number of shares of GCI Liberty Class B Common Stock equal to the number of outstanding shares of Series A Liberty Ventures common stock and
Series B Liberty Ventures common stock on March 9, 2018, respectively, (b) cash and (c) the assumption of certain liabilities by GCI Liberty.
 

The contribution was treated as a reverse acquisition under the acquisition method of accounting in accordance with generally accepted accounting principles in the
United States (GAAP). For accounting purposes, Liberty Interactive is considered to have acquired GCI Liberty in the contribution based, among other considerations, upon
the fact that in exchange for the contribution of certain assets and liabilities of Liberty Interactive, including HoldCo, Liberty Interactive received a controlling interest in the
combined company of GCI Liberty.
 

Following the contribution and acquisition of GCI Liberty, Liberty Interactive then effected a tax-free separation of its controlling interest in the combined company,
GCI Liberty, to the holders of Liberty Ventures common stock in full redemption of all outstanding shares of such stock (the HoldCo Split-Off), in which each outstanding
share of Series A Liberty Ventures common stock was redeemed for one share of GCI Liberty Class A common stock and each outstanding share of Series B Liberty
Ventures common stock was redeemed for one share of GCI Liberty Class B common stock.
 

The accompanying combined financial statements have been prepared in accordance with GAAP and represent a combination of the historical financial information
of, as of December 31, 2017, Liberty Interactive’s non-controlling interests in Liberty Broadband, Charter and Lending Tree along with Liberty Interactive’s controlling
interest in Evite and certain other assets and liabilities. These financial statements refer to the combination of the aforementioned subsidiary and investments as the Company,
us, we and our in these notes to the combined financial statements. The HoldCo Split-Off is expected to be accounted for at historical cost due to the pro rata nature of the
distribution to holders of Liberty Ventures common stock. All significant intercompany accounts and transactions have been eliminated in the combined financial statements.
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HoldCo

 
Notes to Combined Financial Statements

 
December 31, 2017, 2016 and 2015 (continued)

 
Split-off from Liberty Interactive

 
Following the HoldCo Split-Off, Liberty Interactive and GCI Liberty operate as separate, publicly traded companies, and neither have any stock ownership,

beneficial or otherwise, in the other. In connection with the HoldCo Split-Off, Liberty Interactive, Liberty Media Corporation (Liberty Media) and GCI Liberty entered into
certain agreements in order to govern certain of the ongoing relationships between the companies after the HoldCo Split-Off and to provide for an orderly transition. These
agreements include an indemnification agreement, a services agreement, a facilities sharing agreement and a tax sharing agreement.
 

The reorganization agreement provides for, among other things, the principal corporate transactions (including the internal restructuring) required to effect the
HoldCo Split-Off, certain conditions to the HoldCo Split-Off and provisions governing the relationship between GCI Liberty and Liberty Interactive with respect to and
resulting from the HoldCo Split-Off. The tax sharing agreement provides for the allocation and indemnification of tax liabilities and benefits between Liberty Interactive and
GCI Liberty and other agreements related to tax matters. Pursuant to the services agreement, Liberty Media will provide GCI Liberty with general and administrative services
including legal, tax, accounting, treasury and investor relations support. Under the facilities sharing agreement, GCI Liberty will share office space with Liberty Interactive
and Liberty Media and related amenities at their corporate headquarters. GCI Liberty will reimburse Liberty Media for direct, out-of-pocket expenses incurred by Liberty
Media in providing these services and for costs that will be negotiated semi-annually.
 

Pursuant to the indemnification agreement, GCI Liberty has agreed to indemnify LI LLC against any payments made by LI LLC with respect to any of LI LLC’s
1.75% exchangeable debentures due 2046 (the 1.75% Exchangeable Debentures) through October 5, 2023 for the amount by which (x) the exchange value exceeds (y) the
sum of the adjusted principal amount of such 1.75% Exchangeable Debentures plus the amount of certain tax benefits attributable to such 1.75% Exchangeable Debentures so
exchanged. Within six months of the HoldCo Split-Off, Liberty Interactive, LI LLC and GCI Liberty will cooperate with, and reasonably assist each other with respect to, the
commencement and consummation of a purchase offer (the Purchase Offer) whereby LI LLC will offer to purchase, either pursuant to privately negotiated transactions or a
tender offer, the 1.75% Exchangeable Debentures on terms and conditions (including maximum offer price) reasonably acceptable to GCI Liberty. GCI Liberty will
indemnify LI LLC (using, in part, funds borrowed under the $1 billion margin loan agreement described below) for each 1.75% Exchangeable Debenture repurchased by
LI LLC in the Purchase Offer in an amount equal to the difference between (x) the purchase price paid by LI LLC to acquire such 1.75% Exchangeable Debenture in the
Purchase Offer and (y) the sum of the amount of cash reattributed with respect to such purchased 1.75% Exchangeable Debenture in the reattribution plus the amount of
certain tax benefits attributable to such 1.75% Exchangeable Debenture so purchased. GCI Liberty’s indemnity obligation with respect to payments made upon a holder’s
exercise of its exchange right will be eliminated as to any 1.75% Exchangeable Debentures purchased in the Purchase Offer. An indemnity obligation will be recorded upon
completion of the HoldCo Split-Off.
 

In addition, Liberty Interactive and GCI Liberty have agreed to indemnify each other with respect to certain potential losses in respect of the HoldCo Split-Off.
 

On December 29, 2017, Broadband Holdco, LLC, a wholly owned subsidiary of Liberty Interactive, entered into a margin loan agreement with an availability of $1
billion with various lender parties. Approximately 42.7 million shares of Liberty Broadband Series C common stock held by Liberty Interactive with a value of $3.6 billion
were pledged by Broadband Holdco, LLC as collateral for the loan as of December 31, 2017. This margin loan has a term of two years and bears interest at a rate of LIBOR
plus 1.85% and contains an undrawn commitment fee of 0.75% per annum. As of December 31, 2017 there were no outstanding borrowings on the margin loan. Deferred loan
costs incurred on the margin loan are reflected in Other assets in the combined balance sheet as of December 31, 2017.
 
(2) 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. Financial
instruments, which potentially subject the Company to concentration of credit risk, consist primarily of cash and cash equivalents and corporate debt securities. The Company
maintains some cash and cash equivalents balances with financial institutions that are in excess of Federal Deposit Insurance Corporation insurance limits.
 

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. GAAP permits entities to choose to measure many financial instruments, such as AFS securities, and certain other items at fair value and to recognize the
changes in fair value of such instruments in the entity’s statements of operations (the fair value option). Liberty Interactive had previously entered into economic hedges for
certain of its non-strategic AFS securities (although such instruments were not accounted for as fair
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HoldCo

 
Notes to Combined Financial Statements

 
December 31, 2017, 2016 and 2015 (continued)

 
value hedges by the Company). Changes in the fair value of these economic hedges were reflected in the Company’s statements of operations as unrealized gains (losses).
Liberty Interactive originally elected the fair value option for those of its AFS securities which it considered to be non-strategic (Fair Value Option Securities), including
Liberty Interactive’s historical investment in Time Warner Cable Inc. (TWC). As described in note 5, Liberty Interactive’s shares of TWC were exchanged for shares of
Charter. The Company’s accounting treatment for the investment in Charter is consistent with Liberty Interactive’s accounting treatment. Changes in the fair value of Fair
Value Option Securities, as determined by quoted market prices, are reported in realized and unrealized gains (losses) on financial instruments in the accompanying combined
statements of operations. The total value of AFS securities for which the Company has elected the fair value option aggregated $1,800.2 million and $1,542.8 million as of
December 31, 2017 and 2016, respectively.
 

Other investments in which the Company’s ownership interest is less than 20%, unless the Company has the ability to exercise significant influence, and that are not
considered marketable securities are carried at cost.
 

For those investments in affiliates in which the Company has the ability to exercise significant influence, the equity method of accounting is used, except in situations
where the fair value option has been selected. Under the equity method of accounting, the investment, originally recorded at cost, is adjusted to recognize the Company’s
share of net earnings or losses of the affiliate as they occur rather than as dividends or other distributions are received. Losses are limited to the extent of the Company’s
investment in, advances to and commitments for the investee. In the event the Company is unable to obtain accurate financial information from an equity affiliate in a timely
manner, the Company records its share of earnings or losses of such affiliate on a lag.
 

Changes in the Company’s proportionate share of the underlying equity of an equity method investee, which result from the issuance of additional equity securities
by such equity investee, are recognized in the statements of operations through the Other, net line item. To the extent there is a difference between our ownership percentage
in the underlying equity of an equity method investee and our carrying value, such difference is accounted for as if the equity method investee were a consolidated subsidiary.
 

The Company continually reviews its equity investments and its AFS securities which are not Fair Value Option Securities to determine whether a decline in fair
value below the carrying value is other than temporary. The primary factors the Company considers in its determination are the length of time that the fair value of the
investment is below the Company’s carrying value; the severity of the decline; and the financial condition, operating performance and near term prospects of the investee. In
addition, the Company considers the reason for the decline in fair value, be it general market conditions, industry specific or investee specific; analysts’ ratings and estimates
of 12 month share price targets for the investee; changes in stock price or valuation subsequent to the balance sheet date; and the Company’s intent and ability to hold the
investment for a period of time sufficient to allow for a recovery in fair value. If the decline in fair value is deemed to be other than temporary, the carrying value of the
security is written down to fair value. In situations where the fair value of an investment is not evident due to a lack of a public market price or other factors, the Company
uses its best estimates and assumptions to arrive at the estimated fair value of such investment. The Company’s assessment of the foregoing factors involves considerable
management judgment and accordingly, actual results may differ materially from the Company’s estimates and judgments. Writedowns for AFS securities which are not Fair
Value Option Securities would be included in the combined statements of operations as other than temporary declines in fair values of investments. Writedowns for equity
method investments would be included in share of earnings (losses) of affiliates.
 

In January 2016, the FASB issued new accounting guidance that is intended to improve the recognition and measurement of financial instruments. The new guidance
requires equity investments with readily determinable fair values (except those accounted for under the equity method of accounting or those that result in consolidation) to be
measured at fair value with changes in fair value recognized in net income and simplifies the impairment assessment of equity investments without readily determinable fair
values by requiring a qualitative assessment to identify impairment. The new standard is effective for the Company for fiscal years and interim periods beginning after
December 15, 2017, with early adoption permitted under certain circumstances. The Company does not expect this new guidance will have a material impact to its combined
financial statements or related disclosures.
 

Revenue Recognition
 

Service revenue is recognized when the applicable criteria are met: persuasive evidence of an arrangement exists, services have been rendered, the price is fixed and
determinable and collectability is reasonably assured.
 

In May 2014, the FASB issued new accounting guidance on revenue from contracts with customers. The new guidance requires an entity to recognize the amount of
revenue to which it expects to be entitled for the transfer of promised goods or services to customers. This new guidance also requires additional disclosure about the nature,
amount, timing and
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HoldCo

 
Notes to Combined Financial Statements

 
December 31, 2017, 2016 and 2015 (continued)

 
uncertainty of revenue and cash flows arising from customer contracts, including significant judgments and changes in judgments and assets recognized from costs incurred to
obtain or fulfill a contract. In March 2016, the FASB issued additional guidance which clarifies principal versus agent considerations, and in April 2016, the FASB issued
further guidance which clarifies the identification of performance obligations and the implementation guidance for licensing. The updated guidance will replace most existing
revenue recognition guidance in GAAP when it becomes effective and permits the use of either a full retrospective or modified retrospective transition method. The Company
will adopted this new guidance under the modified retrospective method effective as of January 1, 2018 and the adoption is not expected to have a material impact on its
combined financial statements.
 

Advertising Costs
 

Advertising costs generally are expensed as incurred. Advertising expense aggregated $1.7 million, $2.0 million and $2.6 million for the years ended December 31,
2017, 2016 and 2015, respectively. Advertising costs are reflected in the selling, general and administrative, including stock-based compensation line item in our combined
statements of operations.
 

Stock-Based Compensation



 
As more fully described in note 7, Liberty Interactive has granted to its directors, employees and employees of its subsidiaries options, restricted stock and stock

appreciation rights relating to shares of Liberty Ventures common stock (Awards). Liberty Interactive measures the cost of employee services received in exchange for an
Award of equity instruments (such as stock options and restricted stock) based on the grant-date fair value of the Award, and recognizes that cost over the period during which
the employee is required to provide service (usually the vesting period of the Award). Liberty Interactive measures the cost of employee services received in exchange for an
Award of liability instruments (such as stock appreciation rights that will be settled in cash) based on the current fair value of the Award, and remeasures the fair value of the
Award at each reporting date.
 

Stock compensation expense was $26.6 million, $16.1 million and $11.0 million for the years ended December 31, 2017, 2016 and 2015, respectively, included in
selling, general and administrative expense in the accompanying combined statements of operations.
 

In March 2016, the FASB issued new guidance which simplifies several aspects of the accounting for share-based payment award transactions, including the income
tax consequences, forfeitures, classification of awards as either equity or liabilities, and classification on the statement of cash flows. The new standard is effective for the
Company for fiscal years and interim periods beginning after December 15, 2016, with early application permitted. The Company adopted this guidance in the third quarter of
2016. In accordance with the new guidance, excess tax benefits and tax deficiencies are recognized as income tax benefit or expense rather than as additional paid-in capital.
The Company has elected to recognize forfeitures as they occur rather than continue to estimate expected forfeitures. In addition, pursuant to the new guidance, excess tax
benefits are classified as an operating activity on the combined statements of cash flows. The recognition of excess tax benefits and deficiencies are applied prospectively from
January 1, 2016. For tax benefits that were not previously recognized and for adjustments to compensation cost based on actual forfeitures, the Company recorded a
cumulative-effect adjustment in retained earnings as of January 1, 2016.
 

Income Taxes
 

The Company accounts for income taxes using the asset and liability method. 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 are calculated using enacted tax rates in effect for each taxing jurisdiction in which the
Company operates for the year in which those temporary differences are expected to be recovered or settled. Net deferred tax assets are then reduced by a valuation allowance
if the Company believes it more likely than not such net deferred tax assets will not be realized. The effect on deferred tax assets and liabilities of an enacted change in tax
rates is recognized in income in the period that includes the enactment date.
 

When the tax law requires interest to be paid on an underpayment of income taxes, the Company recognizes interest expense from the first period the interest would
begin accruing according to the relevant tax law. Such interest expense is included in interest expense in the accompanying combined statements of operations. Any accrual of
penalties related to underpayment of income taxes on uncertain tax positions is included in other income (expense) in the accompanying combined statements of operations.
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In October 2016, the FASB issued new accounting guidance which requires an entity to recognize at the transaction date the income tax consequences of

intercompany asset transfers. The guidance is effective for fiscal years, and interim periods within those fiscal years, beginning after December 15, 2017, with early adoption
permitted. The Company does not expect this new guidance will have a material impact on its combined financial statements or related disclosures.
 

Pro Forma Earnings per Share (EPS)
 

Unaudited pro forma earnings (loss) per common share for all periods presented is computed by dividing net earnings (loss) for the respective period by 86,141,970
common shares, which is the total number of shares of Series A and Series B Liberty Ventures common stock outstanding at December 31, 2017, which is being used as a
proxy for the outstanding shares of the Company as of December 31, 2017.
 

Estimates
 

The preparation of financial statements in conformity with GAAP requires management to make estimates and assumptions that affect the reported amounts of assets
and liabilities at the date of the financial statements and the reported amounts of revenue and expenses during the reporting period. Actual results could differ from those
estimates. The Company considers (i) recurring and non-recurring fair value measurements and (ii) accounting for income taxes to be its most significant estimates.
 

The Company has investments that are accounted for using the equity method. The Company does not control the decision making process or business management
practices of these affiliates. Accordingly, the Company relies on management of these affiliates to provide it with accurate financial information prepared in accordance with
GAAP that the Company uses in the application of the equity method. In addition, the Company relies on audit reports that are provided by the affiliates’ independent auditors
on the financial statements of such affiliates. The Company is not aware, however, of any errors in or possible misstatements of the financial information provided by its
equity affiliates that would have a material effect on the Company’s combined financial statements.
 

New Accounting Pronouncements Not Yet Adopted
 

In February 2016, the FASB issued new guidance which revises the accounting for leases. Under the new guidance, lessees will be required to recognize a lease
liability and a right-of-use asset for all leases. The new guidance also simplifies the accounting for sale and leaseback transactions. The new standard, to be applied via a
modified retrospective transition approach, is effective for the Company for fiscal years and interim periods beginning after December 15, 2018, with early adoption
permitted. The Company is currently working with Evite to evaluate the impact of the adoption of this new guidance on our combined financial statements, including
identifying the population of leases, evaluating technology solutions and collecting lease data.
 
(3) Assets and Liabilities Measured at Fair Value
 

For assets and liabilities required to be reported at fair value, GAAP provides a hierarchy that prioritizes inputs to valuation techniques used to measure fair value
into three broad levels. Level 1 inputs are quoted market prices in active markets for identical assets or liabilities that the reporting entity has the ability to access at the
measurement date. Level 2 inputs, other than quoted market prices included within Level 1, are observable for the asset or liability, either directly or indirectly. Level 3 inputs
are unobservable inputs for the asset or liability. The Company does not have any recurring assets or liabilities measured at fair value that would be considered Level 3.
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The Company’s assets and liabilities measured at fair value are as follows:
 

December 31, 2017
 

December 31, 2016

Description Total

Quoted
prices

in active
markets

for identical
assets

(Level 1)

Significant
other

observable
inputs

(Level 2)
 

Total
 

Quoted prices
in active
markets

for identical
assets

(Level 1)
 

Significant
other

observable
inputs

(Level 2)
amounts in thousands

Cash equivalents $ 570,526 570,526 — 475,812 475,812 —
Available-for-sale securities $ 1,800,208 1,800,208 — 1,542,791 1,542,791 —
Investment in Liberty Broadband $ 3,634,786 3,634,786 — 3,161,444 3,161,444 —
Variable Forward $ 94,807 — 94,807 — — —
 

On June 6, 2017, Liberty Interactive purchased 450,000 LendingTree shares and executed a 2-year variable forward with respect to 642,850 LendingTree shares. The
variable forward was executed at the LendingTree closing price on June 6, 2017 of $170.70 per share and has a floor price of $128.03 per share and a cap price of $211.67 per
share. The liability associated with this instrument is included in the Other liabilities line item in the combined balance sheets.
 

The fair value of Level 2 derivative liabilities were derived from a Black-Scholes-Merton model using observable market data as the significant inputs.
 

Realized and Unrealized Gains (Losses) on Financial Instruments
 

Realized and unrealized gains (losses) on financial instruments are comprised of changes in the fair value of the following:
 

Years ended December 31,
2017 2016

 

2015
amounts in thousands

Fair Value Option Securities—AFS $ 258,629 547,921 179,699
Fair Value Option Securities—Liberty Broadband 473,342 761,444 NA
Variable Forward (94,807 ) NA NA

$ 637,164 1,309,365 179,699
 
(4) Investments in Available-for-Sale Securities and Other Cost Investments
 

Investments in AFS securities, the majority of which are considered Fair Value Option Securities and other cost investments, are summarized as follows:
 

 

December 31,
2017

 

December 31,
2016

 

amounts in thousands
Charter $ 1,800,208 1,542,791
Other investments 2,856 3,824

$ 1,803,064 1,546,615
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(5) Investments in Affiliates Accounted for Using the Equity Method
 

The Company’s investment in LendingTree is accounted for using the equity method. As of December 31, 2017, the Company’s ownership interest in LendingTree
was approximately 27%, which represents a market value of $1,097.6 million. The carrying value of the investment in LendingTree was $114.7 milion and $31.5 million as of
December 31, 2017 and 2016, respectively. In connection with the variable forward transaction entered into on June 6, 2017, as described in note 3, the Company purchased
450,000 shares of LendingTree for $76.8 million. The Company’s share of LendingTree’s earnings was $7.0 million, $11.8 million and $2.1 million for the years ended
December 31, 2017, 2016 and 2015, respectively.
 

Investment in Liberty Broadband
 

On May 18, 2016, Liberty Interactive completed a $2.4 billion investment in Liberty Broadband Series C non-voting shares (for accounting purposes a related party
of the Company) in connection with the merger of Charter and TWC. The proceeds of this investment were used by Liberty Broadband to fund, in part, its acquisition of
$5 billion of stock in the new public parent company, Charter, of the combined enterprises. Liberty Interactive, along with third party investors, all of whom invested on the
same terms as Liberty Interactive, purchased newly issued shares of Liberty Broadband Series C common stock at a per share price of $56.23, which was determined based
upon the fair value of Liberty Broadband’s net assets on a sum-of-the parts basis at the time the investment agreements were executed (May 2015). Liberty Interactive, as part
of the merger described above, exchanged, in a tax-free transaction, its shares of TWC common stock for shares of Charter Class A common stock, on a one-for-one basis,
and Liberty Interactive has granted to Liberty Broadband a proxy and a right of first refusal with respect to the shares of Charter Class A common stock held by Liberty
Interactive following the exchange.
 

As of December 31, 2017, the Company has a 23.5% economic ownership interest in Liberty Broadband. Due to overlapping boards of directors and management,
the Company has been deemed to have significant influence over Liberty Broadband for accounting purposes, even though the Company does not have any voting rights. The
Company has elected to apply the fair value option for its investment in Liberty Broadband (Level 1) as it is believed that investors value this investment based on the trading
price of Liberty Broadband. The Company recognizes changes in the fair value of its investment in Liberty Broadband in realized and unrealized gains (losses) on financial
instruments, net in the combined statements of operations. Summarized financial information for Liberty Broadband is as follows:



 
December 31,

2017
 

2016
amounts in thousands

Current assets $ 84,054 258,419
Investment in Charter, accounted for using the equity method 11,835,613 9,315,253
Other assets 12,122 17,288

Total assets 11,931,789 9,590,960
Long-term debt, including current portion 497,370 598,512
Deferred income tax liabilities 932,593 504,644
Other liabilities 14,925 14,712
Equity 10,486,901 8,473,092

Total liabilities and shareholders’ equity $ 11,931,789 9,590,960
 

Years ended December 31,
2017

 

2016
amounts in thousands

Revenue $ 13,092 30,586
Operating expenses, net (38,570 ) (51,746 )

Operating income (loss) (25,478 ) (21,160 )
Share of earnings (losses) of affiliates 2,508,991 641,544
Gain (loss) on dilution of investment in affiliate (17,872 ) 770,766
Realized and unrealized gains (losses) on financial instruments, net 3,098 94,122
Other income (expense), net (18,139 ) (9,600 )

Income tax benefit (expense) (416,933 ) (558,369 )
Net earnings (loss) $ 2,033,667 917,303
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(6) Income Taxes
 

On December 22, 2017, the U.S. government enacted comprehensive tax legislation commonly referred to as the Tax Cuts and Jobs Act (the Tax Act). The Tax Act
makes broad and complex changes to the U.S. tax code, including, but not limited to, (1) reducing the U.S. federal corporate tax rate from 35 percent to 21 percent; (2) bonus
depreciation that will allow for full expensing of qualified property; (3) creating a new limitation on deductible interest expense; (4) eliminating the corporate alternative
minimum tax (AMT) and changing how existing AMT credits can be realized; (5) changing rules related to uses and limitations of net operating loss carryforwards created in
tax years beginning after December 31, 2017; (6) limitations on the deductibility of certain executive compensation; and (7) requiring a one-time transition tax on certain
unrepatriated earnings of foreign subsidiaries that is payable over eight years. The SEC issued guidance on accounting for the tax effects of the Tax Act. The Company must
reflect the income tax effects of those aspects of the Tax Act for which the accounting is known. To the extent that a company’s accounting for certain income tax effects of
the Tax Act is incomplete but it is able to determine a reasonable estimate, it must record a provisional estimate in the financial statements and the Tax Act provides a
measurement period that should not extend beyond one year from the Tax Act enactment date. If a company cannot determine a provisional estimate to be included in the
financial statements, it should continue to apply the tax laws that were in effect immediately before the enactment of the Tax Act.
 

The corporate rate reduction was applied to our inventory of deferred tax assets and deferred tax liabilities which resulted in the net tax benefit in the period ending
December 31, 2017. This net tax benefit is a provisional estimate.
 

The Company, as combined, was included in the federal combined income tax return of Liberty Interactive during the periods presented. The tax provision included
in these financial statements has been prepared on a stand-alone basis, as if the Company was not part of the consolidated Liberty group. The taxes payable balance on the
date of the HoldCo Split-Off will be eliminated through an equity contribution from Liberty Interactive to the Company.
 

Income tax benefit (expense) consists of:
 

Years ended December 31,
 

2017 2016 2015
 

amounts in thousands
 

Current:
Federal — — —
State and local — 575 1

— 575 1
Deferred:

Federal $ 160,150 (436,260 ) (53,479 )
State and local (26,628 ) (60,560 ) (7,504 )

133,522 (496,820 ) (60,983 )
Income tax benefit (expense) $ 133,522 (496,245 ) (60,982 )

 
Income tax benefit (expense) differs from the amounts computed by applying the U.S. federal income tax rate of 35% as a result of the following:

 
Years ended December 31,

2017 2016
 

2015
amounts in thousands

Computed expected tax benefit (expense) $ (206,862) (460,885 ) (60,092 )
State and local income taxes, net of federal income taxes (17,001 ) (38,991 ) (4,877 )

Dividends received deductions — 1,969 4,019
Change in valuation allowance affecting tax expense (384 ) — —
Change in tax rate due to Tax Act 347,979 — —
Deductible stock compensation 14,116 1,700 —
Other, net (4,326 ) (38 ) (32 )



Income tax benefit (expense) $ 133,522 (496,245 ) (60,982 )
 

For the year ended December 31, 2017, the most significant reconciling item is a net tax benefit for the effect of the change in the U.S. federal corporate tax rate from
35% to 21% on deferred taxes.
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Income tax expense was higher than the U.S. statutory tax rate of 35% in 2016 due to state tax expense related to unrealized gains on the Company’s investments.

Income tax expense was slightly higher than the U.S. statutory tax rate of 35% in 2015 due to state taxes partially offset by the receipt of taxable dividends that are subject to a
dividends received deduction.
 

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,
 

2017
 

2016
 

amounts in thousands
 

Deferred tax assets:
Net operating and capital loss carryforwards $ 48,898 44,146
Accrued stock compensation 6,999 11,662
Other accrued liabilities 362 527
Other future deductible amounts 63 540
Deferred tax assets 56,322 56,875

Valuation allowance (433 ) (49 )
Net deferred tax assets 55,889 56,826

Deferred tax liabilities:
Investments 697,393 830,894
Intangible assets 1,892 3,024
Other 30 —
Deferred tax liabilities 699,315 833,918

Net deferred tax liabilities $ 643,426 777,092
 

During the year ended December 31, 2017, there was a $384 thousand increase in the Company’s valuation allowance that affected tax expense.
 

At December 31, 2017, HoldCo had net operating losses (on a tax effected basis) for income tax purposes aggregating approximately $48.9 million. $45.4 million of
these net operating losses are allocable to Liberty Interactive and will be treated as an equity distribution to Liberty Interactive upon completion of the HoldCo Split-Off. Of
the remaining $3.5 million of net operating losses, $3.2 million are limited under IRC Section 382 and will begin to expire in 2028 and beyond if not utilized to reduce
domestic income tax liabilities in future periods. These net operating losses are expected to be utilized prior to expiration.
 

As of December 31, 2017, the Company had not recorded tax reserves related to unrecognized tax benefits for uncertain tax positions.
 

As of December 31, 2017, Liberty Interactive’s tax years prior to 2014 are closed for federal income tax purposes, and the Internal Revenue Service (IRS) has
completed its examination of Liberty Interactive’s 2014 tax year. Liberty Interactive’s 2015, 2016 and 2017 tax years are being examined currently as part of the IRS’s
Compliance Assurance Process program. Various states are currently examining Liberty Interactive’s prior years’ state income tax returns.
 
(7) Stock-Based Compensation
 

Liberty Interactive—Incentive Plans
 

Liberty Interactive has granted to certain directors, officers, employees and consultants of Liberty Interactive stock options to purchase shares of Liberty Ventures
common stock pursuant to applicable incentive plans in place at Liberty Interactive. Each holder of an outstanding option to purchase shares of Liberty Ventures common
stock on the date of the HoldCo Split-Off (an original Ventures option award) will receive a converted option to purchase an equivalent number of shares of the
corresponding series of GCI Liberty common stock, at an exercise price equivalent to the original Ventures option award exercise price.
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Liberty Interactive—Grants
 

Liberty Ventures
Series A Series B

Awards
(000’s)

Grant Date
Fair Value

Awards
(000’s)

 

Grant Date
Fair Value

December 31, 2017
Granted options(1)(2) 188 $ 16.52 269 $ 15.41

December 31, 2016
Granted options(1)(2) 114 $ 12.25 209 $ 12.48

December 31, 2015



Granted options (1)(2) 683 $ 18.10 135 $ 16.94
 

(1)                                 Options to purchase Series A Liberty Ventures common stock vest between three and five years for employees and in one year for directors.
 
(2)                                 Options to purchase Series B Liberty Ventures common stock were awarded to the CEO, and cliff vested in their respective grant year for grants made in 2017 and

2016. The grant made in 2015 cliff vested in March 2016.
 

Liberty Interactive also granted 16 thousand and 13 thousand performance-based restricted stock units of Series B Liberty Ventures common stock during the years
ended December 31, 2016 and December 31, 2015, respectively, to the CEO of Liberty Interactive in connection with our CEO’s employment agreement. The restricted stock
units had a fair value of $38.79 per share and $42.33 per share, respectively. The restricted stock units granted in 2016 cliff vested in one year, subject to the satisfaction of
certain performance obligations. The restricted stock units granted in 2015 cliff vested in March 2016 based on an amount determined by the compensation committee.
 

In connection with the Option Exchange (see below), Liberty Interactive granted 946 thousand and 1.1 million options to purchase shares of Series A Liberty
Ventures common stock and Series B Liberty Ventures common stock, respectively.  Such options had an incremental weighted average GDFV of $8.53 and $6.94,
respectively.
 

During the fourth quarter of 2017, Liberty Interactive entered into a series of transactions with certain of its officers, associated with certain outstanding stock
options, in order to recognize tax deductions in the current year versus future years (the Option Exchange).  On December 26, 2017 (the Grant Date), pursuant to the
approval of the Compensation Committee of its Board of Directors, Liberty Interactive effected the acceleration of (i) each unvested in-the-money option to acquire shares of
LVNTA and (ii) each unvested in-the-money option to acquire shares of LVNTB, in each case, held by certain of its officers (collectively, the Eligible
Optionholders).  Following this acceleration, also on the Grant Date, each Eligible Optionholder exercised, on a net settled basis, all of his outstanding in-the-money vested
and unvested options to acquire LVNTA shares and LVNTB shares (the Eligible Options), and:
 

·                  with respect to each vested Eligible Option, Liberty Interactive granted the Eligible Optionholder a vested new option with substantially the same terms and
conditions as the exercised vested Eligible Option, except that the exercise price for the new option is, in the case of options to acquire shares of LVNTA, the
closing price on the Grant Date per LVNTA share, as applicable, and, in the case of options to acquire shares of LVNTB, the fair market value on the Grant
Date of the LVNTB shares as determined pursuant to the incentive plan under which the awards were granted; and

 
·                  with respect to each unvested Eligible Option:

 
·                  in satisfaction of the exercise, on a net settled basis, of the unvested Eligible Options, Liberty Interactive granted the Eligible Optionholder a number of

restricted LVNTA or LVNTB shares (the Restricted Shares) with a vesting schedule identical to that of the unvested Eligible Options so exercised, and
the Eligible Optionholder made an election under Section 83(b) of the Internal Revenue Code with respect to such Restricted Shares; and

 
·                  Liberty Interactive granted the Eligible Optionholder a new option (the Unvested New Option) to acquire the same series of common stock and with

substantially the same terms and conditions, including with respect to vesting and expiration, as the unvested Eligible Option exercised as set forth above,
except that the number of LVNTA or LVNTB shares subject to such Unvested New Option is equal to the number of shares subject to the unvested
Eligible Option minus the number of Restricted
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Shares received upon exercise of such unvested Eligible Option. The exercise price of such new option is, in the case of a LVNTA option, the closing
price on the Grant Date per share of LVNTA, or, in the case of a LVNTB option, the fair market value on the Grant Date of the LVNTB shares as
determined pursuant to the incentive plan under which the Unvested New Options were granted.

 
The Option Exchange was considered a modification under ASC 718 — Stock Compensation, with the following impacts on compensation expense.  The unamortized

value of the unvested Eligible Options that were exercised, which was $13.5 million for LVNTA and LVNTB combined, will be expensed over the vesting period of the
Restricted Shares attributable to the exercise of those options.  The grant of new vested options resulted in incremental compensation expense in the fourth quarter of 2017 of
$9.2 million for LVNTA and LVNTB combined.  The grant of Unvested New Options resulted in incremental compensation expense totaling $6.4 million for LVNTA and
LVNTB combined, which will be amortized over the vesting periods of those options.
 

Liberty Interactive has calculated the grant-date fair value for all of its equity classified awards using the Black-Scholes-Merton Model. Liberty Interactive estimates the
expected term of the Awards based on historical exercise and forfeiture data. For grants made in 2017, 2016 and 2015, the range of expected terms was 2.0 to 6.7 years. The
volatility used in the calculation for Awards is based on the historical volatility of Liberty Interactive’s stocks and the implied volatility of publicly traded Liberty Interactive
options. Liberty Interactive uses a zero dividend rate and the risk-free rate for Treasury Bonds with a term similar to that of the subject options.
 

The following table presents the range of volatilities used by Liberty Interactive in the Black-Scholes-Merton Model for the 2017, 2016 and 2015 Liberty Ventures
grants.
 

Volatility
2017 grants

Liberty Ventures options 25.9% - 28.9%
2016 grants

 

Liberty Ventures options 30.6% - 30.6%
2015 grants

 

Liberty Ventures options 30.6% - 42.4%
 

Liberty Interactive—Outstanding Awards
 

The following table presents the number and weighted average exercise price (WAEP) of the Awards to purchase Liberty Ventures common stock granted to certain
officers, employees and directors of Liberty Interactive, as well as the weighted average remaining life and aggregate intrinsic value of the Awards.
 

 

Liberty Ventures
 

Series A
 

Series B



 

Awards
(000’s)

 

WAEP
 

Weighted
average

remaining
life

 

Aggregate
intrinsic

value
 

Awards
(000’s)

 

WAEP
 

Weighted
average

remaining
life

 

Aggregate
intrinsic

value
      

(in thousands)
       

(in thousands)
Outstanding at January 1, 2017 1,974 $ 22.18 987 $ 35.02

Granted 188 $ 55.42 269 $ 52.39
Exercised (451) $ 16.69 — $ —
Forfeited/Cancelled (12) $ 38.50 — $ —
Option Exchange, Exercised (975) $ 20.99 (1,256) $ 38.74
Option Exchange, Granted 946 $ 55.96 1,080 $ 56.38

Outstanding at December 31, 2017 1,670 $ 47.12 2.6 years $ 13,808 1,080 $ 56.38 4.7 years $ —
Exercisable at December 31, 2017 1,273 $ 47.45 2.0 years $ 10,268 443 $ 56.38 2.0 years $ —
 

As of December 31, 2017, the total unrecognized compensation cost related to unvested Liberty Interactive Awards was approximately $24.2 million. Such amount
will be recognized in the combined statements of operations over a weighted average period of approximately 1.6 years.
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Liberty Interactive—Exercises

 
The aggregate intrinsic value of all options exercised during the years ended December 31, 2017, 2016 and 2015 was $15.6 million, $6.6 million and $25.5 million,

respectively.
 

Liberty Interactive—Restricted Stock
 

Liberty Interactive had approximately 252 thousand unvested restricted shares of Liberty Ventures common stock held by certain directors, officers and employees
of Liberty Interactive as of December 31, 2017. These Series A and Series B unvested restricted shares of Liberty Ventures had a weighted average grant-date fair value of
$50.46 per share.
 

The aggregate fair value of all restricted shares of Liberty Interactive common stock that vested during the years ended December 31, 2017, 2016 and 2015 was
$2.3 million, $1.3 million and $3.5 million, respectively.
 
(8) Commitments and Contingencies
 

Operating Leases
 

Liberty Interactive leases business offices and uses certain equipment under lease arrangements. Rental expense under such arrangements amounted to $1.7 million,
$1.1 million and $1.7 million for the years ended December 31, 2017, 2016 and 2015, respectively. A summary of future minimum lease payments under noncancelable
operating leases as of December 31, 2017 follows (amounts in thousands):
 

Years ending December 31:
2018 $ 951
2019 $ 953
2020 $ 922
2021 $ 793
2022 $ 352
Thereafter $ —

 
It is expected that in the normal course of business, leases that expire generally will be renewed or replaced by leases on other properties; thus, it is anticipated that

future lease commitments will not be less than the amount shown for 2017.
 

Litigation
 

Liberty Interactive has contingent liabilities related to legal and tax proceedings and other matters arising in the ordinary course of business. Although it is
reasonably possible Liberty Interactive 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 combined financial
statements.
 
(9) Information About the Company’s Operating Segments
 

The Company, through its interests in subsidiaries and other companies, is primarily engaged in the on-line commerce and broadband communications services
industries. The Company identifies its reportable segments as (A) those combined companies that represent 10% or more of its combined annual revenue, annual Adjusted
OIBDA or total assets and (B) those equity method affiliates whose share of earnings represent 10% or more of the Company’s annual pre-tax earnings. The segment
presentation for prior periods has been conformed to the current period segment presentation.
 

The Company evaluates performance and makes decisions about allocating resources to its operating segments based on financial measures such as revenue,
Adjusted OIBDA, gross margin, average sales price per unit, number of units shipped and revenue or sales per customer equivalent. In addition, the Company reviews
nonfinancial measures such as unique website visitors, conversion rates and active customers, as appropriate.
 

The Company defines Adjusted OIBDA as revenue less cost of sales, operating expenses, and selling, general and administrative expenses (excluding stock-based
compensation). The Company believes this measure is an important indicator of the operational strength and performance of its businesses, including each business’s ability
to service debt and fund
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capital expenditures. In addition, this measure allows management to view operating results and perform analytical comparisons and benchmarking between businesses and
identify strategies to improve performance. This measure of performance excludes depreciation and amortization, stock-based compensation, certain purchase accounting
adjustments, separately reported litigation settlements and restructuring and impairment charges that are included in the measurement of operating income pursuant to GAAP.
Accordingly, Adjusted OIBDA should be considered in addition to, but not as a substitute for, operating income, net income, cash flow provided by operating activities and
other measures of financial performance prepared in accordance with GAAP.
 

For the year ended December 31, 2017, the Company has identified the following subsidiary as its reportable segment:
 

·                  Evite—a wholly owned subsidiary, that provides an online invitation and social event planning service on the Web. Evite offers a free private sharing feed in
every invitation that allows users to share photos and conversations before, during and after an event. Evite also provides free thank you notes, instant gifting,
one-click donations and video content.

 
For presentation purposes the Company is providing financial information for Liberty Broadband. While the Company’s equity method investment in Liberty

Broadband does not meet the reportable segment threshold defined above, the Company believes that the inclusion of such information is relevant to users of these financial
statements.
 

·                  Liberty Broadband—an equity method affiliate of the Company, accounted for at fair value, that has a non-controlling interest in Charter, and a wholly-owned
subsidiary, Skyhook Wireless, Inc. (Skyhook). Charter is the second largest cable operator in the United States and a leading broadband communications services
company providing video, Internet and voice services. Skyhook provides a Wi-Fi based location platform focused on providing positioning technology and
contextual location intelligence solutions.

 
Liberty Interactive’s operating segments are strategic business units that offer different products and services. They are managed separately because each segment

requires different technologies, distribution channels and marketing strategies. The accounting policies of the segments that are also combined subsidiaries are the same as
those described in the Company’s summary of significant accounting policies.
 

Performance Measures
 

Years ended December 31,
2017 2016

 

2015

Revenue
Adjusted
OIBDA Revenue

 

Adjusted
OIBDA

 

Revenue
 

Adjusted
OIBDA

amounts in thousands
Evite $ 23,817 1,187 22,552 1,548 20,307 784
Liberty Broadband 13,092 (16,416) 30,586 (11,442) NA NA
Corporate and other — (26,949) — (17,611) — (15,795)

36,909 (42,178) 53,138 (27,505) 20,307 (15,011)
Eliminate equity method affiliate (13,092) 16,416 (30,586) 11,442 NA NA

$ 23,817 (25,762) 22,552 (16,063) 20,307 (15,011)
 

Other Information
 

December 31, 2017
 

December 31, 2016
Total
assets

Investments
in affiliates

Capital
expenditures

 

Total
assets

 

Investments
in affiliates

 

Capital
expenditures

amounts in thousands
Evite $ 42,982 — 3,488 44,409 — 2,642
Liberty Broadband 11,931,789 11,835,613 70 9,590,960 9,315,253 267
Corporate and other 6,129,231 114,655 — 5,256,367 31,493 —

18,104,002 11,950,268 3,558 14,891,736 9,346,746 2,909
Eliminate equity method affiliate (11,931,789) (11,835,613) (70) (9,590,960) (9,315,253) (267)

$ 6,172,213 114,655 3,488 5,300,776 31,493 2,642
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HoldCo

 
Notes to Combined Financial Statements

 
December 31, 2017, 2016 and 2015 (continued)

 
The following table provides a reconciliation of segment Adjusted OIBDA to operating income and earnings (loss) from continuing operations before income taxes:

 
Years ended December 31,

2017 2016
 

2015
amounts in thousands

Combined segment Adjusted OIBDA $ (25,762) (16,063 ) (15,011 )
Stock-based compensation (26,583 ) (16,128 ) (11,024 )
Depreciation and amortization (3,252 ) (2,964 ) (2,499 )

Operating income (55,597 ) (35,155 ) (28,534 )

Share of earnings (loss) of affiliates, net 7,001 11,831 2,142
Realized and unrealized gains (losses) on financial instruments, net 637,164 1,309,365 179,699
Gains (losses) on transactions, net 6 (1,100 ) —
Other, net 2,461 31,873 18,385



Earnings (loss) from continuing operations before income taxes $ 591,035 1,316,814 171,692
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Exhibit 99.3 
 

GCI Liberty, Inc.
Unaudited Pro Forma Condensed Combined Financial Information

 
Introduction
 

The following unaudited pro forma condensed combined financial information and related notes present the historical financial statements of HoldCo and GCI as if
the Transactions had occurred on the dates specified below. In addition, the unaudited pro forma condensed combined financial data reflects borrowings under a margin loan
agreement with a portion of the proceeds being distributed to Liberty Interactive, an equity contribution for the amount of taxes payable allocated to HoldCo by Liberty
Interactive, and other adjustments related to the split-off as detailed in the notes hereto.
 
Pro Forma Information
 

The unaudited pro forma condensed combined financial information reflects the estimated aggregate consideration, as calculated below:
 

Number of GCI Liberty shares outstanding as of February 23, 2018 36 million
Multiplied by price of GCI Liberty common stock on March 8, 2018 $ 36.28

$ 1.3 billion
 

The estimated transaction consideration has been determined based on the closing price of GCI Liberty common stock on March 8, 2018. The final estimated
transaction consideration will be based on the number of shares of GCI Liberty common stock and the closing price as of the split-off date.
 

The unaudited pro forma condensed combined financial information related to the GCI business combination was prepared using the acquisition method of
accounting and is based on the assumption that the business combination of GCI took place as of December 31, 2017 for purposes of the unaudited pro forma condensed
combined balance sheet and as of January 1, 2017 for purposes of the unaudited pro forma condensed combined statement of operations for the year ended December 31,
2017.
 

In accordance with the acquisition method of accounting, the actual consolidated financial statements of GCI Liberty will reflect the GCI Liberty business
combination only from and after the date of the completion of the acquisition. GCI Liberty has not yet undertaken a detailed analysis of the fair value of GCI Liberty’s
(historical GCI) assets and liabilities and will not finalize the purchase price allocation related to the GCI Liberty business combination until after the transaction is
consummated. Accordingly, the unaudited pro forma adjustments are preliminary and have been made solely for the purpose of providing unaudited pro forma condensed
combined financial information. Differences between these preliminary estimates and the final acquisition accounting may occur and these differences could be material.
Additionally, the differences, if any, could have a material impact on the accompanying unaudited pro forma condensed combined financial statements and GCI Liberty’s
future results of operation and financial position.
 

The unaudited pro forma condensed combined financial information is presented for illustrative purposes only and does not purport to represent what the results of
operations or financial position of GCI Liberty would actually have been had the business combination occurred on the dates noted above, or to project the results of
operations or financial position of GCI Liberty for any future periods. The unaudited pro forma adjustments are based on available information and certain assumptions that
GCI Liberty’s management believes are reasonable. The unaudited pro forma adjustments are directly attributable to the business combination and are expected to have a
continuing impact on the results of operations of GCI Liberty. In the opinion of GCI Liberty’s management, all adjustments necessary to present fairly the unaudited pro
forma condensed combined financial information have been made.
 

The accompanying unaudited pro forma condensed combined financial information should be read in conjunction with the notes hereto.
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GCI Liberty, Inc.

Pro Forma Condensed Combined Balance Sheet
As of December 31, 2017

(unaudited)
 

Historical
HoldCo

Historical GCI,
as reported

Pro Forma
Adjustments for

the GCI
Business

Combination
  

Other Pro
Forma

Adjustments
   

Pro Forma
amounts in thousands

Assets
 

Current assets:
 

Cash and cash equivalents $ 573,210 15,622 — (123,000) (i) 465,832
Trade and other receivables, net 6,803 184,588 (8,545 ) (a) —

 

182,846
Other current assets 1,265 34,273 — —

 

35,538
Total current assets 581,278 234,483 (8,545 ) (123,000)

 

684,216
Investments in available-for-sale securities and other

cost investments 1,803,064 — — —
 

1,803,064
Investments in affiliates, accounted for using the

equity method 114,655 — — —
 

114,655
Investment in Liberty Broadband measured at fair

value 3,634,786 — — —
 

3,634,786
                
Property and equipment, net 624 1,154,711 251,254 (b) —

 

1,406,589
Goodwill 25,569 242,264 521,768 (c) —

 

789,601
Intangible assets not subject to amortization 4,000 285,388 339,735 (d) —

 

629,123
Intangible assets subject to amortization, net 4,237 75,697 376,881 (e) —

 

456,815
Other assets, at cost, net of accumulated

amortization 4,000 100,957 (32,503 ) (a) —
 

72,454
Total assets $ 6,172,213 2,093,500 1,448,590 (123,000)

 

9,591,303
                
Liabilities and Equity

 

Current liabilities:
 

Accounts payable $ 718 54,073 — —
 

54,791



Accrued liabilities 7,967 14,147 — —
 

22,114
Deferred revenue — 38,047 (26,744 ) (f) —

 

11,303
Accrued payroll and payroll related obligations — 32,044 — —

 

32,044
Accrued interest — 13,975 — —

 

13,975
Current maturities of obligations under long-term

debt, capital leases, and tower obligations — 13,972 164 (g) —
 

14,136
Other current liabilities 1,780 1,271 — —

 

3,051
Total current liabilities 10,465 167,529 (26,580 ) —

 

151,414
Long-term debt — 1,379,059 75,894 (g) 925,000 (i) 2,379,953
Indemnification obligation — — — 284,563 (i) 284,563
Deferred income tax liabilities 643,426 90,571 239,589 (h) —

 

973,586
Obligations under capital leases, excluding current

maturities — 40,288 — —
 

40,288
Long-term deferred revenue 130 138,022 (133,418 ) (f) —

 

4,734
Tower obligation — 93,606 — —

 

93,606
Taxes payable 1,198,315 — — (1,198,315) (j) —
Other liabilities 95,841 138,423 — —

 

234,264
Total liabilities 1,948,177 2,047,498 155,485 11,248

 

4,162,408
Equity

 

Combined equity:
 

Class A common — — — —
 

—
Class B common — 2,578 (2,578 ) —

 

—
Treasury stock — (249) 249 —

 

—
APIC 2,305,440 19,133 1,283,138 (134,248) (i) (j) 3,473,463
Retained earnings (accumulated deficit) 1,914,963 (12,296) 12,296 —

 

1,914,963
Total combined equity 4,220,403 9,166 1,293,105 (134,248)

 

5,388,426
Noncontrolling interests in equity of combined

company 3,633 36,836 — —
 

40,469
Total equity 4,224,036 46,002 1,293,105 (134,248)

 

5,428,895
Total liabilities and equity

$ 6,172,213 2,093,500 1,448,590 (123,000)
 

9,591,303
 

See accompanying notes to unaudited pro forma condensed combined financial information
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GCI Liberty, Inc.

Pro Forma Condensed Combined Statement of Operations
For the year ended December 31, 2017

(unaudited)
 

 

Historical
HoldCo

 

Historical GCI,
as reported

 

Pro Forma
Adjustments for
the GCI Business

Combination
   

Other Pro Forma
Adjustments Pro Forma

 

amounts in thousands
Total revenue, net $ 23,817 919,204 (26,333 ) (k) — 916,688
Operating costs and expenses:

 

Cost of goods sold — 280,200 —
 

— 280,200
Operating expense 11,541 — —

 

— 11,541
Selling, general and administrative,

including stock-based compensation 64,621 370,639 —
 

— 435,260
Depreciation and amortization 3,252 197,115 75,575 (l) — 275,942

79,414 847,954 75,575
 

— 1,002,943
Operating income (55,597) 71,250 (101,908 )

 

(86,255)
Other income (expense):

 

Interest expense (including amortization
of deferred loan fees) — (83,341 ) —

 

(29,775 ) (n) (113,116)
Related party interest expense — (7,716 ) —

 

— (7,716)
Derivative instrument unrealized income

(loss) with related party — (48,630 ) —
 

— (48,630)
Share of earnings (losses) of affiliates 7,001 — —

 

— 7,001
Realized and unrealized gains (losses) on

financial instruments
637,164 — —

 

— 637,164
Other, net 2,467 2,289 —

 

— 4,756
646,632 (137,398 ) —

 

(29,775 ) 479,459
Income (loss) before income taxes 591,035 (66,148 ) (101,908 )

 

(29,775 ) 393,204
Income tax (expense) benefit 133,522 41,426 38,725 (m) 11,315 (m) 224,988

Net earnings (loss) 724,557 (24,722 ) (63,183 )
 

(18,460 ) 618,192
Less net earnings (loss) attributable to the

noncontrolling interests (29) (476 ) —
 

— (505)
Net earnings (loss) attributable to GCI

Liberty shareholders $ 724,586 (24,246 ) (63,183 )
 

(18,460 ) 618,697
                  
Net earnings (loss) attributable to GCI

Liberty preferred shareholders
 

8,974 (o)
Net earnings (loss) attributable to GCI

Liberty common shareholders
 

609,723
Net earnings (loss) attributable to GCI

Liberty shareholders
 

618,697
                  



Basic earnings per share attributable to GCI
Liberty common shareholders $ 8.41 (0.70 )

 

5.60
Shares used in computing earnings per

share 86,142 34,427
 

108,837 (p)
 

See accompanying notes to unaudited pro forma condensed combined financial information
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GCI Liberty, Inc.

 
Notes to Unaudited Pro Forma Condensed Combined Financial Information

 
(1) Basis of Pro Forma Presentation
 

Liberty Interactive and LI LLC contributed to GCI Liberty their Evite operating business and equity interests in Liberty Broadband, Charter and LendingTree along
with certain other assets and liabilities (collectively, HoldCo), in exchange for (a) the issuance to LI LLC of a number of shares of GCI Liberty Class A Common Stock and a
number of shares of GCI Liberty Class B Common Stock equal to the number of outstanding shares of Series A Liberty Ventures common stock and outstanding shares of
Series B Liberty Ventures common stock on March 9, 2018, respectively, (b) cash and (c) the assumption of certain liabilities by GCI Liberty.
 

The unaudited pro forma condensed combined balance sheet as of December 31, 2017 and the unaudited pro forma condensed combined statement of operations for
the year ended December 31, 2017 are based on (i) the historical results of operations of HoldCo; (ii) the historical results of operations of GCI; and (iii) other adjustments as
detailed in note 3.
 

GCI’s historical financial information is adjusted in the unaudited pro forma condensed combined financial statements to give effect to unaudited pro forma
adjustments that are (i) directly attributable to the business combination, (ii) factually supportable, and (iii) with respect to the unaudited pro forma condensed combined
statement of operations, expected to have a continuing impact on the combined results.
 

The unaudited pro forma condensed combined financial statements are presented solely for informational purposes and are not necessarily indicative of the combined
results of operations or financial position that might have been achieved for the periods or dates indicated, nor is it necessarily indicative of the future results of the combined
company.
 

Certain reclassifications were made to conform the presentation of HoldCo and GCI’s financial statements.
 
(2) Estimated Consideration and Pro Forma Purchase Price Allocation
 

As required by acquisition accounting, an estimate of such consideration has been made at estimated fair value, which was determined using the closing price of GCI
Liberty common shares on March 8, 2018 and the total number of outstanding shares on February 23, 2018. The final acquisition consideration may differ significantly from
the amount determined as of March 8, 2018. When the final purchase consideration is determined, such information will be included and amounts could be significant. Had
the fair value of GCI Liberty’s common stock been 10% higher, total purchase consideration would have been greater by $130 million and the difference would primarily
impact goodwill.
 

The following is a pro forma purchase price allocation as if the Transactions had occurred on December 31, 2017 (amounts in thousands):
 

Current assets $ 225,938
Property and equipment 1,405,965
Goodwill 764,032
Indefinite-lived Intangible assets 625,123
Definite-lived Intangible assets 452,578
Long term assets 68,454
Current liabilities (140,949 )
Long-term debt (1,454,953 )
Deferred tax liabilities, net (330,160 )
Other long term liabilities (313,757 )

$ 1,302,271
 

The final determination of the allocation of the purchase price will be based on the fair value of such assets and liabilities as of the split-off date and may change
significantly from the amounts determined in the pro forma purchase price allocation.
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GCI Liberty, Inc.

 
Notes to Unaudited Pro Forma Condensed Combined Financial Information (continued)

 
(3) Pro Forma Adjustments
 

The unaudited pro forma adjustments related to the split-off included in the unaudited pro forma condensed combined financial statements are as follows:
 

(a)                                 Trade and other receivables, net and Other assets, net
 

In prior years, GCI recorded receivables related to revenue recognized under the rural high cost program. In 2016, the rural high cost program support calculation
and payment timing changed, resulting in GCI writing off this legacy receivable over the ten-year support term. The pro forma adjustments to trade and other receivables, net
and other assets, net represent the write-off of the receivables related to the legacy rural high cost program.
 

(b)                                 Property and equipment, net
 

 

December 31, 2017
 

amounts in thousands
To eliminate the historical net book value of GCI’s Property and equipment $ (1,154,711 )



To record pro forma fair value of estimated Property and equipment 1,405,965
Total adjustment to Property and equipment $ 251,254

 
The pro forma fair value of GCI’s Property and equipment was estimated based on the percentage of similar assets allocated as part of business combinations within

the industry. We believe such allocation is a reasonable estimate of fair value. The final allocation will be determined by independent appraisal and could be materially
different.
 

(c)                                  Goodwill
 

 

December 31, 2017
 

amounts in thousands
To eliminate the historical Goodwill of GCI $ (242,264 )
To record pro forma Goodwill for the purchase consideration in excess of the fair value of net assets

acquired in connection with the Transactions 764,032
Total adjustment to Goodwill $ 521,768

 
(d)                                 Intangible assets not subject to amortization

 
 

December 31, 2017
 

amounts in thousands
To eliminate the historical net book value of GCI’s Intangible assets not subject to amortization $ (285,388 )
To record pro forma fair value of estimated Intangible assets not subject to amortization 625,123

Total adjustment to Intangible assets not subject to amortization $ 339,735
 

Intangible assets not subject to amortization are expected to be comprised of cable certificates, wireless licenses and broadcast licenses. GCI’s cable certificates
represent agreements with government entities to construct and operate a video business. GCI’s wireless licenses are from the FCC and give GCI the right to provide wireless
service within a certain geographical area. GCI’s broadcast licenses are from the FCC and give GCI the right to broadcast television stations within a certain geographical
area. The pro forma fair value of GCI’s Intangible assets not subject to amortization was estimated based on the percentage of similar assets allocated as part of business
combinations within the industry. We believe such allocation is a reasonable estimate of fair value. The final allocation will be determined by an independent appraisal and
could be materially different.
 

(e)                                  Intangible assets subject to amortization, net
 

 

December 31, 2017
 

amounts in thousands
To eliminate the historical net book value of GCI’s Intangible assets subject to amortization, net $ (75,697 )
To record pro forma fair value of estimated Intangible assets subject to amortization, net 452,578

Total adjustment to Intangible assets subject to amortization, net $ 376,881
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GCI Liberty, Inc.

 
Notes to Unaudited Pro Forma Condensed Combined Financial Information (continued)

 
Intangible assets subject to amortization, net are expected to be comprised of software license fees, rights to use, customer relationships and right-of-way. The pro

forma fair value of GCI’s Intangible assets subject to amortization, net was estimated based on the percentage of similar assets allocated as part of business combinations
within the industry. We believe such allocation is a reasonable estimate of fair value. The final allocation will be determined by an independent appraisal and could be
materially different.
 

(f)                                    Deferred revenue
 

GCI defers a portion of its revenue related to fiber capacity Indefeasible Right to Use agreements, grants, the Universal Service Fund high cost support, roaming
contracts and revenue for building communication infrastructure. The adjustment was calculated based on our understanding of these arrangements and based on previous
acquisition transactions at GCI with similar arrangements.
 

(g)                                 Debt
 

GCI’s debt was adjusted to its estimated fair value as of December 31, 2017. The amount was estimated based on the fair value disclosed in the GCI financial
statements included on Form 10-K as of December 31, 2017.
 

(h)                                 Deferred income tax liabilities
 

The adjustment to deferred income taxes was calculated by applying GCI’s statutory tax rate, 27%, to the taxable pro forma adjustments, such as property and
equipment, intangible assets not subject to amortization, intangible assets subject to amortization, net, deferred revenue and debt.
 

(i)                                    Margin Loan, Indemnification Obligation and Distribution to Liberty Interactive
 

A bankruptcy remote wholly owned subsidiary of Liberty Interactive, which was contributed to GCI Liberty in the contribution, borrowed $1 billion under a margin
loan agreement. The margin loan facility is secured by a pledge of approximately 42.7 million shares of Series C common stock of Liberty Broadband.
 

In addition, simultaneous with the closing, GCI Liberty repaid GCI’s $75 million Searchlight Note with GCI Liberty’s cash.
 

Pursuant to the indemnification agreement, GCI Liberty has agreed to indemnify LI LLC against any payments made by LI LLC with respect to any of LI LLC’s
1.75% exchangeable debentures due 2046 (the 1.75% Exchangeable Debentures) through October 5, 2023 for the amount by which (x) the exchange value exceeds (y) the
sum of the adjusted principal amount of such 1.75% Exchangeable Debentures plus the amount of certain tax benefits attributable to such 1.75% Exchangeable Debentures so
exchanged. Within six months of the HoldCo Split-Off, Liberty Interactive, LI LLC and GCI Liberty will cooperate with, and reasonably assist each other with respect to, the
commencement and consummation of a purchase offer (the Purchase Offer) whereby LI LLC will offer to purchase, either pursuant to privately negotiated transactions or a
tender offer, the 1.75% Exchangeable Debentures on terms and conditions (including maximum offer price) reasonably acceptable to GCI Liberty. GCI Liberty will
indemnify LI LLC (using, in part, funds borrowed under the $1 billion margin loan agreement described below) for each 1.75% Exchangeable Debenture repurchased by
LI LLC in the Purchase Offer in an amount equal to the difference between (x) the purchase price paid by LI LLC to acquire such 1.75% Exchangeable Debenture in the



Purchase Offer and (y) the sum of the amount of cash reattributed with respect to such purchased 1.75% Exchangeable Debenture in the reattribution plus the amount of
certain tax benefits attributable to such 1.75% Exchangeable Debenture so purchased. GCI Liberty’s indemnity obligation with respect to payments made upon a holder’s
exercise of its exchange right will be eliminated as to any 1.75% Exchangeable Debentures purchased in the Purchase Offer. An indemnity obligation will be recorded upon
completion of the HoldCo Split-Off.
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GCI Liberty, Inc.

 
Notes to Unaudited Pro Forma Condensed Combined Financial Information (continued)

 
Approximately $1.05 billion of cash was distributed to Liberty Interactive in connection with the reattribution. This represents the amount by which the fair value of

the aggregate liabilities attributed to the Ventures Group that were reattributed exceeds the fair value of the assets (other than cash) attributed to the Ventures Group that were
reattributed, in each case, as of the date of the reattribution.
 

(j)                                    Income Taxes Payable
 

The income taxes payable allocated to HoldCo by Liberty Interactive are expected to be contributed to HoldCo upon completion of the split-off.
 

(k)                                  Revenue
 

The adjustment represents the reversal of deferred revenue based on the explanation in (f) above. The revenue reversal was based on an estimate of the fair value of
deferred revenue as applicable under acquisition accounting.
 

(l)                                    Depreciation and amortization
 

The adjustment reverses GCI’s historical amortization of intangible assets and includes amortization of pro forma definite lived intangible assets using the weighted
average useful life for GCI’s definite lived intangible assets, approximately 6 years. The adjustment also reverses GCI’s historical depreciation of property and equipment and
includes depreciation of pro forma property and equipment based on an estimated useful life of 7 years.
 

(m)                               Income tax (expense) benefit
 

Adjustment to record taxes at HoldCo’s expected blended tax rate.
 

(n)                                 Interest expense
 

Borrowings under the margin loan facility bear interest at a per annum rate equal to 3-month LIBOR plus 1.85% (estimated to be 3.54%). As described in
explanation (i) above, GCI’s Searchlight Note, which bore interest at 7.5% per annum, was repaid in full at the time of the closing. The pro forma adjustment relates to
incremental interest expense on the $1 billion margin loan and the elimination of interest expense related to the Searchlight Note.
 

(o)                                 Earnings (loss) attributable to GCI Liberty preferred shareholders
 

Earnings attributable to GCI Liberty preferred shareholders was calculated assuming there are 7.2 million shares of GCI Liberty Preferred Stock (see (p) below) with
a liquidation price of $25 per share and a 5% annual dividend rate.
 

(p)                                 Shares used in computing earnings per share
 

Liberty Interactive redeemed (i) each outstanding share of Series A Liberty Ventures Common Stock for one share of GCI Liberty Class A Common Stock and
(ii) each outstanding share of Series B Liberty Ventures Common Stock for one share of GCI Liberty Class B Common Stock. Holders of GCI Class A Common Stock and
GCI Class B Common Stock each received (i) 0.63 of a share of GCI Liberty Class A Common Stock and (ii) 0.2 of a share of GCI Liberty Series A Cumulative Redeemable
Preferred Stock. Based on these conversion ratios, as of February 23, 2018, GCI common stock would have converted into 22.6 million shares and 7.2 million shares of GCI
Liberty Common Stock and GCI Liberty Preferred Stock, respectively.
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