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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

FORM 10-Q

(Mark One)

p  Quarterly report pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934
For the quarterly period ended September 30, 2011

or

Transition report pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934
For the transition period from to

Commission File Number: 1-35106

AMC Networks Inc.

(Exact name of registrant as specified in its charter)
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Delaware 27-5403694
(State or other jurisdiction of (LR.S. Employer
incorporation or organization) Identification No.)
11 Penn Plaza, New York, NY 10001
(Address of principal executive offices) (Zip Code)

(212) 324-8500

(Registrant s telephone number, including area code)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days. Yes p No ~

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or
for such shorter period that the registrant was required to submit and post such files). Yes p No ~

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting
company (as defined in Exchange Act Rule 12b-2).

Large accelerated filer ~ Accelerated filer

Non-accelerated filer  p Smaller reporting company
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes © No p

The number of shares of common stock outstanding as of November 1, 2011:

Class A Common Stock par value $0.01 per share 58,325,515
Class B Common Stock par value $0.01 per share 13,534,408
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PART I. FINANCIAL INFORMATION

Item 1. Financial Statements

AMC NETWORKS INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(Dollars in thousands, except per share amounts)

(Unaudited)

ASSETS
Current Assets:
Cash and cash equivalents
Accounts receivable, trade (less allowance for doubtful accounts of $8,717 and $8,321)
Amounts due from affiliates, net
Program rights, net
Prepaid expenses and other current assets
Deferred tax asset, net

Total current assets

Property and equipment, net of accumulated depreciation of $171,933 and $156,385
Program rights, net

Amounts due from affiliates

Note receivable from affiliate

Deferred tax asset, net

Deferred carriage fees, net

Amortizable intangible assets, net of accumulated amortization of $734,370 and $675,038
Indefinite-lived intangible assets

Goodwill

Other assets

Deferred financing costs, net of accumulated amortization of $1,280 and $16,388

Total assets

LIABILITIES AND STOCKHOLDERS (DEFICIENCY) EQUITY
Current Liabilities:
Accounts payable
Accrued liabilities:
Interest
Employee related costs
Deferred carriage fees payable
Other accrued expenses
Amounts due to affiliates, net
Program rights obligations
Deferred revenue
Credit facility debt
Capital lease obligations

Total current liabilities

Table of Contents

September 30,
2011

$ 224959
232,610
9,508
217,024
53,446
77,856

815,403
60,565
738,659
3,289

53,236
305,550
19,900
83,173
15,484
26,198

$ 2,121,457

$ 41,583

17,383
46,601
1,143
11,711
10,418
139,417
19,507
5,950
2,171

295,884

December 31,
2010

$ 79,960
242,699
6,840
186,475
42,950

7,516

566,440
68,977
597,355
3,502
16,832
41,250
69,343
364,882
19,900
83,173
15,043
7,199

$ 1,853,896

$ 46,459

20,046
44,578
2,218
23,888
10,678
116,190
17,859
50,000
4,575

336,491



Edgar Filing: AMC Networks Inc. - Form 10-Q

Program rights obligations
Senior notes

Senior subordinated notes
Credit facility debt
Capital lease obligations
Deferred tax liability, net
Other liabilities

Total liabilities

Commitments and contingencies

Stockholders (deficiency) equity

Class A common stock, $.01 par value, 360,000,000 shares authorized, 58,348,759 shares issued and
58,297,337 shares outstanding

Class B common stock, $.01 par value, 90,000,000 shares authorized, 13,534,408 shares issued and
outstanding

Paid-in capital

Accumulated deficit

Treasury stock, at cost (51,422 shares Class A common stock)

Accumulated other comprehensive loss

Total stockholders (deficiency) equity
Total liabilities and stockholders (deficiency) equity

See accompanying notes to consolidated financial statements.
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436,728
686,217

1,649,568
14,703

51,948
51,906

3,186,954

583

135
(1,055,239)
(83)
(10,893)
(1,065,497)

$ 2,121,457

338,635
299,552
324,071
425,000

15,677

89,639

1,829,065

181,724
(156,893)

24,831

$ 1,853,896
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AMC NETWORKS INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME
Three and Nine Months Ended September 30, 2011 and 2010
(In thousands, except per share amounts)

(Unaudited)

Three Months Ended Nine Months Ended
September 30, September 30,
2011 2010 2011 2010
Revenues, net (including revenues, net from affiliates of $7,901, $7,211, $23,869 and
$21,737, respectively) $283,914  $271433  $848,782  $779,818
Operating expenses:
Technical and operating (excluding depreciation and amortization and including
charges from affiliates of $1,292, $914, $3,893 and $2,971, respectively) 96,420 87,801 282,714 254,694
Selling, general and administrative (including charges from affiliates of $3,184,
$25,879, $53,934 and $74,832, respectively) 68,229 80,737 243,714 236,472
Restructuring credit (191) (579) (240) (839)
Depreciation and amortization 25,012 26,542 75,197 79,896
189,470 194,501 601,385 570,223
Operating income 94,444 76,932 247,397 209,595

Other income (expense):

Interest expense (31,789) (18,709) (65,492) (57,136)
Interest income 318 595 938 1,702
Write-off of deferred financing costs (5,703)

Loss on extinguishment of debt 17 (14,535)
Miscellaneous, net (199) 67 (120) (92)

(31,687) (18,047) (84,912) (55,526)

Income from continuing operations before income taxes 62,757 58,885 162,485 154,069
Income tax expense (22,440) (25,144) (65,388) (65,787)
Income from continuing operations 40,317 33,741 97,097 88,282
Loss from discontinued operations, net of income taxes (314) (8,482) (121) (27,489)
Net income $ 40,003 $ 25259 $ 96,976 $ 60,793

Basic net income (loss) per share:

Income from continuing operations $ 058 $ 049 S 140  $ 1.28
Loss from discontinued operations $ $ (©.12) $ $ (0.40)
Net income $ 058 $ 037 $ 140 $ 088
Basic weighted average common shares 69,284 69,161 69,203 69,161
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Diluted net income (loss) per share:

Income from continuing operations $ 056 $ 049 $ 138 $ 1.28
Loss from discontinued operations $ $ (0.12) $ $ (040
Net income $ 055 $ 037 $ 138 $ 088
Diluted weighted average common shares 72,268 69,161 70,209 69,161

See accompanying notes to consolidated financial statements.
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AMC NETWORKS INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF STOCKHOLDERS (DEFICIENCY) EQUITY
Nine Months Ended September 30, 2011

(Dollars in thousands)

(Unaudited)
Balance, December 31, 2010 $ 24,831
Cash capital contributions from Cablevision 20,813
Cash capital distributions to Cablevision (20,813)
Non-cash capital distribution to Cablevision related to employee benefit plans as a result of the Distribution (see Note 4) (6,602)
Non-cash capital distribution associated with the issuance of debt to Cablevision (see Note 1) (1,250,000)
Non-cash capital contribution, net related to adjustments to liability for uncertain tax positions and net deferred tax assets as a
result of the Distribution (see Note 5) 44,508
Non-cash capital contribution related to the utilization of Cablevision tax losses (see Note 5) 37,912
Non-cash capital distribution of promissory note receivable to Cablevision (see Note 4) (17,113)
Non-cash capital contribution related to the allocation of Cablevision share-based compensation expense 8,343
Other non-cash capital distributions, net (156)
Share-based compensation expense subsequent to the Distribution 4,320
Proceeds from exercise of stock options 2,460
Treasury stock acquired from forfeiture and acquisition of restricted shares (see Note 13) (83)
Accumulated other comprehensive loss relating to interest rate swap contracts designated as cash flow hedges, net of income
taxes (see Note 9) (10,893)
Net income 96,976
Balance, September 30, 2011 $ (1,065,497)

See accompanying notes to consolidated financial statements.
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AMC NETWORKS INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
Nine Months Ended September 30, 2011 and 2010
(Dollars in thousands)

(Unaudited)

Cash flows from operating activities:

Income from continuing operations

Adjustments to reconcile income from continuing operations to net cash provided by operating activities:
Depreciation and amortization

Share-based compensation expense related to equity classified awards
Share-based compensation expense allocations related to Cablevision equity classified awards prior to the
Distribution

Amortization and write-off of program rights

Amortization of deferred carriage fees

Amortization of deferred financing costs and discounts on indebtedness
Write-off of deferred financing costs

Loss on extinguishment of debt

Provision for doubtful accounts

Deferred income taxes

Changes in assets and liabilities:

Accounts receivable, trade

Amounts due from/to affiliates, net

Prepaid expenses and other assets

Program rights

Deferred carriage fees

Accounts payable, accrued expenses and other liabilities

Program rights obligations

Deferred carriage fees payable

Net cash provided by operating activities

Cash flows from investing activities:

Capital expenditures

Payment for acquisition of a business

Proceeds from sale of equipment, net of costs of disposal

Net cash used in investing activities

Cash flows from financing activities:

Capital contributions from Cablevision

Capital distributions to Cablevision

Repayment of credit facility debt

Redemption of senior notes

Redemption of senior subordinated notes, including tender premium and fees
Additions to deferred financing costs

Proceeds from credit facility debt

Purchase of treasury stock

Proceeds from stock option exercises

Table of Contents

2011
$ 97,097

75,197
4,320

8,343
174,216
17,972
3,863
5,703
14,535
670
53,275

9,419
(9,333)
(11,279)
(346,269)
(1,865)
(13,484)

121,320
(1,339)

202,361

(7,129)
(270)
13

(7,386)

20,813
(20,813)
(826,488)
(300,000)
(338,365)
(26,599)

1,442,364
(83)

2,460

2010
$ 88,282

79,896

12,053
149,855
18,879
2,828

424
60,239

(16,932)
8,956
31,928
(275,409)
(2,038)
(5,868)
41,511
(221)

194,383

(7,021)
(320)
326

(7,015)

190,918
(39,890)
(58,750)
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Repayment of note payable to affiliate
Principal payments on capital lease obligations

Net cash used in financing activities
Net increase in cash and cash equivalents from continuing operations

Cash flows from discontinued operations:

Net cash used in operating activities

Net cash provided by (used in) investing activities

Net cash used in financing activities

Effect of change in cash related to net assets distributed to Cablevision

Net increase (decrease) in cash and cash equivalents from discontinued operations
Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

(3,417)

(50,128)

144,847

(410)
562

152

79,960

$ 224,959

See accompanying notes to consolidated financial statements.
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(190,000)
(3,048)

(100,770)

86,598

(37,667)
(5,685)

(5,917)
(49,269)
29,828

$ 67,157
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AMC NETWORKS INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands, except per share amounts)
(Unaudited)
Note 1. Business
Nature of Operations

AMC Networks Inc. ( AMC Networks ) and collectively with its subsidiaries (the Company ) own and operate entertainment businesses and
assets. On June 30, 2011, Cablevision Systems Corporation (Cablevision Systems Corporation and its subsidiaries are referred to as Cablevision )
spun-off the Company (the Distribution ) and the Company became an independent public company. The Company is comprised of two
reportable segments:

National Networks: Includes four nationally distributed programming networks: AMC, WE tv, IFC and Sundance Channel. These
programming networks are distributed throughout the United States ( U.S. ) via cable and other multichannel distribution platforms,
including direct broadcast satellite and platforms operated by telecommunications providers (we refer collectively to these cable and
other multichannel distributors as multichannel video distributors or distributors ); and

International and Other: Principally includes AMC/Sundance Channel Global, the Company s international programming business;
IFC Films, the Company s independent film distribution business; and AMC Networks Broadcasting & Technology (formerly
Rainbow Network Communications), the Company s network technical services business, which supplies an array of services to the
network programming industry, primarily to the programming networks of the Company. AMC and Sundance Channel are
distributed in Canada and Sundance Channel and WE tv are distributed in other countries throughout Europe and Asia. The
International and Other reportable segment also includes VOOM HD Holdings LLC ( VOOM HD ), which distributes programming
content in Latin America. VOOM HD ceased distributing the Rush HD channel in Europe in April 2011.

In connection with the Distribution, Cablevision contributed all of the membership interests of Rainbow Media Holdings LLC ( RMH ) to the

Company. RMH owned, directly or indirectly, the businesses included in Cablevision s Rainbow Media segment. On June 30, 2011, Cablevision

effected the Distribution of all of AMC Networks outstanding common stock. In the Distribution, each holder of Cablevision NY Group

( CNYG ) Class A common stock of record on June 16, 2011 received one share of AMC Networks Class A common stock for every four shares

of CNYG Class A common stock held on the record date, which resulted in the issuance of approximately 57,813,000 shares of Class A

common stock. Each record holder of CNYG Class B common stock received one share of AMC Networks Class B common stock for every

four shares of CNYG Class B common stock held on the record date, which resulted in the issuance of approximately 13,534,000 shares of Class

B common stock. Immediately prior to the Distribution, the Company was an indirect wholly-owned subsidiary of Cablevision. The Company

became an independent public company on June 30, 2011, the date of the Distribution. Both Cablevision and AMC Networks continue to be

controlled by Charles F. Dolan, members of his immediate family and certain family related entities (collectively the Dolan Family ).

As part of the Distribution, the Company incurred $2,425,000 of debt (the New AMC Networks Debt ), consisting of $1,725,000 aggregate
principal amount of senior secured term loans and $700,000 aggregate principal amount of senior unsecured notes (see Note 7). Approximately
$1,063,000 of the proceeds of the New AMC Networks Debt was used to repay all pre-Distribution outstanding Company debt (excluding
capital leases), including principal and accrued and unpaid interest to the date of repayment, and, as partial consideration for Cablevision s
contribution of the membership interests in RMH to the Company, $1,250,000, net of discount, of New AMC Networks Debt was issued to CSC
Holdings, LLC ( CSC Holdings ), a wholly-owned subsidiary of Cablevision, which is reflected as a deemed capital distribution in the
consolidated statement of stockholders (deficiency) equity for the nine months ended September 30, 2011. CSC Holdings used such New AMC
Networks Debt to satisfy and discharge outstanding CSC Holdings debt, which ultimately resulted in such New AMC Networks Debt being held
by third party investors.
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AMC NETWORKS INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (Continued)
(Dollars in thousands, except per share amounts)

(Unaudited)

On December 31, 2010, Rainbow Media Holdings LLC ( RMH ) transferred its membership interests in News 12 (regional news programming
services), Rainbow Advertising Sales Corporation (a cable television advertising company) and certain other businesses to wholly-owned
subsidiaries of Cablevision in contemplation of the Distribution. The operating results of these transferred entities through the date of the
transfer have been presented in the consolidated statements of income as discontinued operations for all periods presented. Additionally, the net
operating results following the sale of our ownership interests in the Lifeskool and Sportskool video-on-demand services in September and
October 2008, respectively, which were recorded under the installment sales method, have been classified as discontinued operations for all
periods presented.

Note 2. Basis of Presentation

These unaudited consolidated financial statements have been prepared in accordance with U.S. generally accepted accounting principles
( GAAP ) and Article 10 of Regulation S-X of the Securities and Exchange Commission ( SEC ) for interim financial information. Accordingly,
these unaudited consolidated financial statements do not include all the information and notes required for complete annual financial statements.

These interim unaudited consolidated financial statements should be read in conjunction with the Company s audited consolidated financial
statements and notes thereto for the year ended December 31, 2010 contained in the Company s Registration Statement on Form 10 filed with the
SEC.

The Company s consolidated financial statements for periods prior to the Distribution have been derived from the consolidated financial
statements and accounting records of Cablevision and reflect certain assumptions and allocations. The financial position, results of operations
and cash flows of the Company for those periods could differ from those that might have resulted had the Company been operated autonomously
or as an entity independent of Cablevision. The Company s consolidated financial statements after the Distribution reflect certain revenues and
expenses related to transactions with or charges from Cablevision and other affiliates as described in Note 15.

The consolidated financial statements as of September 30, 2011 and for the three and nine months ended September 30, 2011 and 2010 are
unaudited; however, in the opinion of management, such consolidated financial statements include all adjustments, consisting solely of normal
recurring adjustments, necessary for a fair presentation of the results for the periods presented. All significant intercompany transactions and
balances have been eliminated in consolidation.

The results of operations for the interim periods are not necessarily indicative of the results that might be expected for future interim periods or
for the full year ending December 31, 2011, including as a result of the Company becoming a separate independent entity and the incurrence of
the New AMC Networks Debt. The Company s capital structure after the Distribution is different from the capital structure presented in the
historical consolidated financial statements for periods prior to the Distribution and accordingly, interest expense through the Distribution date is
not necessarily indicative of the interest expense that the Company would have incurred as a separate independent entity.

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 and disclosure of contingent liabilities at the date of the financial statements and the reported amounts
of revenues and expenses during the reported period. Actual results could differ from those estimates.

Recently Adopted Accounting Pronouncements

In December 2010, the Financial Accounting Standards Board ( FASB ) issued Accounting Standards Update ( ASU ) No. 2010-28, Intangibles -
Goodwill and Other (Topic 350): When to Perform Step 2 of the Goodwill Impairment Test for Reporting Units with Zero or Negative Carrying
Amounts (ASU 2010-28). ASU 2010-28 modifies Step 1 of the goodwill impairment test for reporting units with zero or negative carrying

amounts. For those reporting units, an entity is required to perform Step 2 of the goodwill impairment test if it is more likely than not that a
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goodwill impairment exists. In determining whether it is more likely than not that a goodwill impairment exists, an entity should consider
whether there are any adverse qualitative factors indicating that an impairment may exist. The Company adopted ASU 2010-28 effective
January 1, 2011. The adoption of this authoritative guidance did not have any impact on the Company s consolidated financial statements.

Table of Contents

14



Edgar Filing: AMC Networks Inc. - Form 10-Q

Table of Conten
AMC NETWORKS INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (Continued)
(Dollars in thousands, except per share amounts)

(Unaudited)

In January 2010, the FASB issued ASU No. 2010-06, Fair Value Measurements and Disclosures (Topic 820): Improving Disclosures about Fair
Value Measurement, that outlines certain new disclosures and clarifies some existing disclosure requirements about fair value measurement as
set forth in Accounting Standards Codification Topic 820-10 which became effective and was adopted by the Company on January 1, 2011. The
adoption of this authoritative guidance did not have any impact on the Company s consolidated financial statements.

In October 2009, the FASB issued ASU No. 2009-13, Multiple-Deliverable Revenue Arrangements (ASU 2009-13), which provides
amendments that (a) update the criteria for separating consideration in multiple-deliverable arrangements, (b) establish a selling price hierarchy
for determining the selling price of a deliverable, and (c) replace the term fair value in the revenue allocation guidance with the term selling
price to clarify that the allocation of revenue is based on entity-specific assumptions. ASU 2009-13 eliminates the residual method of allocating
arrangement consideration to deliverables, requires the use of the relative selling price method and requires that a vendor determine its best
estimate of selling price in a manner consistent with that used to determine the price to sell the deliverable on a stand-alone basis. ASU 2009-13
requires a vendor to significantly expand the disclosures related to multiple-deliverable revenue arrangements with the objective to provide
information about the significant judgments made and changes to those judgments and how the application of the relative selling-price method
affects the timing or amount of revenue recognition. ASU 2009-13 was adopted on a prospective basis to revenue arrangements entered into or
materially modified on or after January 1, 2011. The adoption of this authoritative guidance did not have any impact on the Company s
consolidated financial statements.

Recently Issued But Not Yet Adopted Accounting Pronouncements

In June 2011, the FASB issued ASU No. 2011-05, Comprehensive Income (Topic 220): Presentation of Comprehensive Income. The provisions
of ASU 2011-05 provide that an entity that reports items of other comprehensive income has the option to present comprehensive income as (i) a
single statement that presents the components of net income and total net income, the components of other comprehensive income and total
other comprehensive income, and a total for comprehensive income or (ii) in a two-statement approach, whereby an entity must present the
components of net income and total net income in the first statement and that statement is immediately followed by a financial statement that
presents the components of other comprehensive income, a total for other comprehensive income, and a total for comprehensive income. The
option in current GAAP that permits the presentation of other comprehensive income in the statement of stockholders equity has been
eliminated. ASU 2011-05 is to be applied retrospectively and early adoption is permitted. ASU 2011-05 is effective for the Company on

January 1, 2012. The Company has not yet determined which presentation method it will adopt.

Note 3. Net Income (Loss) per Share

Basic net income (loss) per share ( EPS ) is based upon net income (loss) divided by the weighted-average number of shares outstanding during
the period. Diluted EPS reflects the dilutive effects of stock options (including those held by directors and employees of affiliates of the
Company) and restricted shares (including those held by employees of affiliates of the Company).

The following is a reconciliation between basic and diluted weighted average shares outstanding for the three and nine months ended
September 30, 2011 and 2010:

Three Months Ended Nine Months Ended
September 30, September 30,
2011 2010 2011 2010
Basic weighted average shares outstanding 69,284,000 69,161,000 69,203,000 69,161,000

Effect of dilution:
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Stock options 1,083,000 365,000
Restricted shares 1,901,000 641,000
Diluted weighted average shares outstanding 72,268,000 69,161,000 70,209,000 69,161,000

Approximately 149,000 restricted shares issued pursuant to the Company s employee stock plan have been excluded from the diluted weighted
average shares outstanding for the three and nine months ended September 30, 2011, respectively, since the performance criteria on these awards
has not yet been satisfied.
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AMC NETWORKS INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (Continued)
(Dollars in thousands, except per share amounts)

(Unaudited)

The number of shares used to compute basic and diluted income per share for the three and nine months ended September 30, 2010 of
approximately 69,161,000, represents the number of shares of Company common stock issued to Cablevision shareholders on the Distribution
date, and excludes unvested outstanding restricted shares, based on a distribution ratio of one share of AMC Networks common stock for every
four shares of Cablevision common stock outstanding. The dilutive effect of the Company s share-based awards that were issued in connection
with the adjustment or conversion of Cablevision s share-based awards upon the Distribution (including Cablevision options and restricted share
awards previously granted prior to the Distribution) and subsequent Company grants, are included in the computation of diluted net income per
share in periods subsequent to the Distribution.

Note 4. Cash Flows

For purposes of the unaudited consolidated statements of cash flows, the Company considers the balance of its investments in funds that
substantially hold securities that mature within three months or less from the date the fund purchases these securities to be cash equivalents. The
carrying amount of cash and cash equivalents either approximates fair value due to the short-term maturity of these instruments or are at fair
value.

During the nine months ended September 30, 2011 and 2010, the Company s non-cash investing and financing activities and other supplemental
data were as follows:

Nine Months Ended

September 30,

2011 2010
Non-Cash Investing and Financing Activities:
Continuing Operations:
Deemed capital contributions related to the utilization of Cablevision tax losses (see Note 5) $ 37,912 $ 48,235
Deemed capital contribution, net related to adjustments to liability for uncertain tax positions and net deferred
tax assets as a result of the Distribution (see Note 5) 44,508
Capital distribution for the transfer of a promissory note receivable to Cablevision (see Promissory Note
discussion below) (17,113)
Deemed capital distribution to Cablevision related to employee benefit plans as a result of the Distribution (see
Employee Matters Agreement discussion below) (6,602)
Deemed capital distribution associated with the issuance of debt to Cablevision (see Note 1) (1,250,000)
Increase in capital lease obligations and related assets 39
Deemed capital contribution related to the allocation of Cablevision share-based compensation expense 8,343 12,053
Supplemental Data:
Cash interest paid  continuing operations 64,300 69,580
Cash interest paid  discontinued operations
Income taxes paid continuing operations 8,289 3,861
Income taxes paid discontinued operations 5

Promissory Note

In September 2009, RMH and one of its subsidiaries that was transferred by the Company to Cablevision on December 31, 2010 agreed to the
terms of a promissory note having an initial principal amount of $0 and increasing from time to time by advances made by RMH, with an
interest rate of 8.625%. As of December 31, 2010, RMH had extended advances against this promissory note aggregating $16,832. Interest
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income recognized by RMH related to this note amounted to $0 and $169 for the three months ended September 30, 2011 and 2010,
respectively, and $120 and $362 for the nine months ended September 30, 2011 and 2010, respectively. On January 31, 2011, RMH distributed
to a subsidiary of Cablevision all of its rights, title and interest in and to the promissory note. This distribution amounting to $17,113, including
principal and accrued and unpaid interest, is

10
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AMC NETWORKS INC. AND SUBSIDIARIES
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reflected as a capital distribution in the consolidated statement of stockholders (deficiency) equity for the nine months ended September 30,
2011.

Employee Matters Agreement

In connection with the Distribution, AMC Networks entered into an Employee Matters Agreement with Cablevision which allocated assets,
liabilities and responsibilities with respect to certain employee compensation and benefit plans and programs and certain other related matters.

As a result of such agreement, AMC Networks recorded a net receivable from Cablevision of $876, an increase in accrued employee related

costs of $7,478 and a capital distribution of $6,602 which decreased additional paid in capital in the Company s statement of stockholders
(deficiency) equity for the transfer to the Company from Cablevision of the obligations related to the Company s employees participant accounts
in the Cablevision Excess Savings Plan $(3,616) and the Cablevision Excess Cash Balance Pension Plan $(3,862) and for the Company s
obligation to Cablevision for the $6,193 unfunded liability associated with Company employee participants in Cablevision s Cash Balance
Pension Plan. In addition, the Company reduced its long-term incentive plan and stock appreciation right ( SAR ) liabilities and increased due to
affiliates by $6,742 for its obligation to pay Cablevision for its allocated share of the related expense for Cablevision corporate employees

through June 30, 2011.

Note 5. Income Taxes

Income tax expense attributable to continuing operations was $22,440 and $65,388 for the three and nine months ended September 30, 2011,
respectively, representing an effective tax rate of 36% and 40%, respectively. The effective tax rate differs from the federal statutory rate of 35%
due primarily to state income tax expense of $1,272 and $6,562, tax benefit of $2,674 and $2,182 resulting from a decrease in the valuation
allowance with regard to certain local income tax credit carry forwards, and tax expense of $839 and $2,908 related to uncertain tax positions,
including accrued interest, for the three and nine months ended September 30, 2011, respectively.

Income tax expense attributable to continuing operations was $25,144 and $65,787 for the three and nine months ended September 30, 2010,
respectively, representing an effective tax rate of 43% in both periods. The effective tax rate differs from the federal statutory rate of 35% due
primarily to state income tax expense of $3,219 and $8,381, tax expense of $397 and $1,104 resulting from an increase in the valuation
allowance with regard to certain local income tax credit carry forwards, and tax expense of $446 and $1,248 related to uncertain tax positions,
including accrued interest, for the three and nine months ended September 30, 2010, respectively.

At September 30, 2011, the Company had estimated federal net operating loss carry forwards ( NOLs ) of approximately $184,000, expiring on
various dates from 2024 through 2026, and foreign tax credit carry forwards of approximately $12,000, expiring on various dates from 2014
through 2021.

At September 30, 2011, the liability for uncertain tax positions was $10,052, excluding the accrued interest liability of $2,021 and associated
deferred tax assets of $4,267. All of such unrecognized tax benefits, if recognized, would reduce the Company s income tax expense and
effective tax rate. The Company s policy is to include any interest on income taxes in income tax expense. As of the Distribution date, liabilities
for uncertain tax positions of $56,409, accrued interest of $1,284, and the associated deferred tax assets of $2,358 were eliminated and recorded
as a deemed capital contribution, net in the consolidated statement of stockholders (deficiency) equity as the liability for such uncertain tax
positions became an obligation of Cablevision. Under the Company s Tax Disaffiliation Agreement with Cablevision, Cablevision is liable for all
income taxes of the Company for periods prior to the Distribution except for New York City Unincorporated Business Tax.

In January 2011, the Company settled a New York City Unincorporated Business Tax audit for the years 2003 through 2005 for $2,253,
including accrued interest, which approximated the related uncertain tax position liability as of December 31, 2010. The City of New York is
currently auditing the Company s Unincorporated Business Tax returns for the years 2006 through 2008.
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For periods prior to the Distribution, the Company s taxable income or loss was included in the consolidated federal and certain state and local
income tax returns of Cablevision. The reductions in taxes payable realized by the Company through the utilization of Cablevision s NOLs
during such periods are reflected as deemed capital contributions in the periods of utilization and are adjusted for true-ups in subsequent periods.
Accordingly, a deemed capital contribution, net of $37,912 was recorded in the consolidated statement of stockholders (deficiency) equity for
the nine months ended September 30, 2011 to reflect the estimated NOLs of Cablevision used by the Company.
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As a result of the Distribution, the following adjustments to the deferred tax assets and liabilities were recorded as a deemed capital distribution,
net in the consolidated statement of stockholders (deficiency) equity as of the Distribution date: (i) a decrease in the net deferred tax assets of
$2,392 to reflect the lower stand-alone estimated applicable corporate tax rates, (ii) a decrease in the deferred tax asset for share-based awards of
$7,292 to eliminate the portion of the deferred tax asset relating to share-based compensation expense attributable to Cablevision corporate
employees that was allocated to the Company prior to the Distribution; and (iii) a decrease in the deferred tax asset of $1,314 to reflect that
certain compensation awards are no longer anticipated to be realized as a tax deduction pursuant to Internal Revenue Code Section 162(m).

Note 6. Intangible Assets

The following table summarizes information relating to the Company s acquired intangible assets at September 30, 2011 and December 31, 2010:

September 30, December 31, Estimated
2011 2010 Useful Lives
Gross carrying amount of amortizable intangible assets
Affiliation agreements and affiliate relationships $ 911,357 $ 911,357 4 to 25 years
Adbvertiser relationships 103,723 103,723 3 to 10 years
Other amortizable intangible assets 24,840 24,840 4 to 10 years
1,039,920 1,039,920
Accumulated amortization
Affiliation agreements and affiliate relationships 619,518 565,893
Advertiser relationships 90,296 84,684
Other amortizable intangible assets 24,556 24,461
734,370 675,038
Amortizable intangible assets, net of accumulated amortization 305,550 364,882
Indefinite-lived intangible assets
Trademarks 19,900 19,900
Goodwill 83,173 83,173
Total intangible assets, net $ 408,623 $ 467,955
Aggregate amortization expense
Nine months ended September 30, 2011 $ 59,332

Estimated amortization expense
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Year ending December 31, 2011
Year ending December 31, 2012
Year ending December 31, 2013
Year ending December 31, 2014
Year ending December 31, 2015

12

$79,109
64,436
31,678
9,765
9,746
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Note 7. Debt
Senior Secured Credit Facility

On June 30, 2011 (the Closing Date ), AMC Networks, as Borrower, and substantially all of its subsidiaries, as restricted subsidiaries, entered
into a credit agreement (the Credit Facility ). The Credit Facility provides AMC Networks with senior secured credit facilities consisting of a
$1,130,000 term loan A facility (the Term A Facility ), a $595,000 term loan B facility (the Term B Facility ) and a $500,000 revolving credit
facility (the Revolving Facility ). The Term A Facility and the Term B Facility were discounted $5,650 and $12,986, respectively, upon original
issuance. The Term A Facility matures June 30, 2017, the Term B Facility matures December 31, 2018 and the Revolving Facility matures

June 30, 2016. On the Closing Date, AMC Networks borrowed $1,130,000 under the Term A Facility and $595,000 under the Term B Facility,

of which approximately $577,000 was issued to CSC Holdings as partial consideration for the transfer to AMC Networks of the RMH

businesses on June 6, 2011 pursuant to the Contribution Agreement, among AMC Networks, CSC Holdings and Cablevision, and was in
connection with the Distribution of AMC Networks from Cablevision consummated on June 30, 2011. The issuance of debt to CSC Holdings is
reflected as a deemed capital distribution in the consolidated statement of stockholders (deficiency) equity for the nine months ended

September 30, 2011.

The Revolving Facility was not drawn upon on the Closing Date and remains undrawn at September 30, 2011. Total undrawn revolver
commitments are available to be drawn for general corporate purposes of the Company.

In connection with the Credit Facility, AMC Networks incurred deferred financing costs of $26,328, which are being amortized to interest
expense, utilizing the effective interest method, over the term of each respective component of the Credit Facility.

Borrowings under the Credit Facility bear interest at a floating rate, which at the option of AMC Networks may be (1) for the Term A Facility
and the Revolving Facility, either (a) a base rate plus an additional rate ranging from 0.50% to 1.25% per annum (determined based on a cash
flow ratio), or (b) a Eurodollar rate plus an additional rate ranging from 1.50% to 2.25% per annum (determined based on a cash flow ratio), and
(2) for the Term B Facility, either (a) 2.00% per annum above the base rate, or (b) 3.00% per annum above a Eurodollar rate (and subject to a
LIBOR floor of 1.00% per annum). At September 30, 2011, the interest rate on the Term A Facility and the Term B Facility was 2.23% and
4.00%, respectively, reflecting a Eurodollar rate for each plus the additional rate as described herein.

All obligations under the Credit Facility are guaranteed jointly and severally by substantially all of AMC Networks existing and future domestic
restricted subsidiaries as primary obligors in accordance with the Credit Facility. All obligations under the Credit Facility, including the
guarantees of those obligations, are secured by substantially all of the assets of AMC Networks and these subsidiaries. Cablevision is not a
guarantor of, and does not otherwise have any obligations relating to, the Credit Facility or any of the Company s other indebtedness.

The borrowings under the Term A Facility and Revolving Facility portions of the Credit Facility may be voluntarily prepaid without premiums
and penalty at any time (see below for a discussion of voluntary prepayments of the Term A facility made during the third quarter of 2011 and
October 2011). The Credit Facility agreement also provides for various mandatory prepayments, including with the proceeds from certain
dispositions of property and borrowings. The Term A Facility is required to be repaid in quarterly installments of $14,125 beginning

September 30, 2012 through June 30, 2013, $28,250 beginning September 30, 2013 through June 30, 2014, $42,375 beginning September 30,
2014 through June 30, 2015, $56,500 beginning September 30, 2015 through March 31, 2017 and $395,500 on June 30, 2017, the Term A
Facility maturity date. The Term B Facility is required to be repaid in quarterly installments of approximately $1,488 beginning September 30,
2011 through September 30, 2018 and approximately $551,863 on December 31, 2018, the Term B Facility maturity date. The Term B Facility
is not payable before maturity other than through repayments as noted above or through a refinancing with debt having a maturity date no earlier
than December 31, 2018. Any amounts outstanding under the Revolving Facility are due at maturity on June 30, 2016.
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The Credit Facility contains certain affirmative and negative covenants and also requires AMC Networks to comply with the following financial
covenants effective September 30, 2011: (i) a maximum ratio of net debt to annual operating cash flow (each defined in the Credit Facility) of
7.00:1 initially, and decreasing in increments to 5.50:1 for periods on and after January 1, 2015;
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and (ii) a minimum ratio of annual operating cash flow to annual total interest expense (as defined in the Credit Facility) of 2.50:1 initially,
increasing to 2.75:1 for periods on and after January 1, 2014.

The Credit Facility requires AMC Networks to pay a commitment fee of between 0.25% and 0.50% (determined based on a cash flow ratio) in
respect of the average daily unused commitments under the Revolving Facility. AMC Networks is also required to pay customary letter of credit
fees, as well as fronting fees, to banks that issue letters of credit pursuant to the Credit Facility.

The Company may request an increase in the Term A Facility and/or Revolving Facility by an aggregate amount not exceeding the greater of
$400,000 and an amount, which after giving effect to such increase, would not cause the ratio of senior debt to annual operating cash flow, as
defined, to exceed 4.75:1. As of September 30, 2011, the Company does not have any commitments for an incremental facility.

AMC Networks was in compliance with all of its financial covenants under its Credit Facility as of September 30, 2011.
Voluntary Prepayments of Term A Facility

During the third quarter of 2011, the Company voluntarily prepaid $50,000 of the outstanding balance under the Term A Facility. In October
2011, the Company voluntarily prepaid an additional $50,000 of the outstanding balance under the Term A Facility. These voluntary
prepayments were applied to the earliest required quarterly installments due. As a result, the next required quarterly installment under the Term
A Facility is due on December 31, 2013 in the amount of $13,000. Quarterly installments due under the Term A Facility subsequent to
December 31, 2013 remain unchanged.

7.75% Senior Notes due 2021

On June 30, 2011, AMC Networks issued $700,000 in aggregate principal amount of its 7.75% senior notes, net of an original issue discount of
$14,000, due July 15, 2021 (the Notes ) to CSC Holdings, as partial consideration for the transfer to AMC Networks of the RMH businesses on
June 6, 2011, which is reflected as a deemed capital distribution in the consolidated statement of stockholders (deficiency) equity for the nine
months ended September 30, 2011. The transfer was made pursuant to the Contribution Agreement. CSC Holdings used the Company s Notes to
satisfy and discharge outstanding CSC Holdings debt. The recipients of the Notes or their affiliates then offered the Notes to investors, through
an offering memorandum dated June 22, 2011, which ultimately resulted in the Notes being held by third party investors.

The Notes were issued under an indenture dated as of June 30, 2011 (the Indenture ).

In connection with the issuance of the Notes, AMC Networks incurred deferred financing costs of $1,150, which are being amortized, utilizing
the effective interest method, to interest expense over the term of the Notes.

Interest on the Notes accrues at the rate of 7.75% per annum and is payable semi-annually in arrears on January 15 and July 15 of each year,
commencing on January 15, 2012.

The Notes may be redeemed, in whole or in part, at any time on or after July 15, 2016, at a redemption price equal to 103.875% of the principal
amount thereof (plus accrued and unpaid interest thereon, if any, to the date of such redemption), declining annually to 100% of the principal
amount thereof (plus accrued and unpaid interest thereon, if any, to the date of such redemption) beginning on July 15, 2019.

In addition, if AMC Networks experiences a Change of Control (as defined in the Indenture), the holders of the Notes may require AMC
Networks to repurchase for cash all or a portion of their Notes at a price equal to 101% of the principal amount thereof (plus accrued and unpaid
interest thereon, if any, to the date of such repurchase).

Table of Contents 25



Edgar Filing: AMC Networks Inc. - Form 10-Q

AMC Networks is a holding company and has no operations of its own. The Notes are guaranteed on a senior unsecured basis by certain of
AMC Networks existing and future domestic restricted subsidiaries (the Subsidiary Guarantors ), in accordance with the Indenture. The
guarantees under the Notes are full and unconditional and joint and several. Cablevision is not a guarantor of, and does not otherwise have any
obligations relating to, the Notes.
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The Indenture contains certain affirmative and negative covenants applicable to AMC Networks and its subsidiary guarantors, including
restrictions on their ability to incur additional indebtedness, consummate certain asset sales, make investments in entities that are not Restricted
Subsidiaries (as defined in the Indenture), create liens on their assets, enter into certain affiliate transactions and make certain restricted
payments, including restrictions on AMC Networks ability to pay dividends on, or repurchase, its common stock.

AMC Networks entered into a registration rights agreement, dated as of June 30, 2011 (the Registration Rights Agreement ), among AMC
Networks, the Subsidiary Guarantors and the initial purchasers of the Notes, pursuant to which AMC Networks agreed to file a registration
statement with the SEC with respect to an offer to exchange the Notes for registered notes which will have terms identical in all material respects
to the Notes except that the registered notes will not contain terms that provide for restrictions on transfer, and use its commercially reasonable
best efforts to cause the exchange offer registration statement to be declared effective by the SEC by July 1, 2012. In certain circumstances,
AMC Networks may be required to file a shelf registration statement with the SEC registering the resale of the Notes by the holders thereof, in
lieu of an exchange offer to such holders. AMC Networks will be required to pay specified additional interest on the Notes if it fails to comply
with its registration obligations under the Registration Rights Agreement.

Summary of Debt Maturities

Total amounts payable by the Company under its various debt obligations (excluding capital leases) outstanding as of September 30, 2011 are as
follows:

Years Ending December 31,

2011 $ 1,488
2012 5,950
2013 68,950
2014 147,200
2015 203,700
Thereafter 1,946,225

RNS Senior Notes and Senior Subordinated Notes Redemption
RNS Senior Notes

In April 2011, Rainbow National Services LLC ( RNS ), a wholly-owned indirect subsidiary of the Company, issued a notice of redemption to
holders of its 8-3/4% senior notes due September 2012. In connection therewith, on May 13, 2011 RNS redeemed 100% of the outstanding
senior notes at a redemption price equal to 100% of the principal amount of the notes of $300,000, plus accrued and unpaid interest of $5,250 to
the redemption date. In order to fund the May 13, 2011 redemption, the Company borrowed $300,000 under its $300,000 revolving credit
facility which existed prior to the Closing Date. The Company used cash on hand to fund the payment of accrued and unpaid interest of $5,250.
In connection with the redemption, the Company recorded a write-off of the related unamortized deferred financing costs and a loss on
extinguishment of debt of $1,186 and $350, respectively, in the consolidated statement of income for the nine months ended September 30,
2011.

RNS Senior Subordinated Notes (tender prices per note in dollars)

On June 15, 2011, RNS announced that it commenced a cash tender offer (the Tender Offer ) for all of its outstanding $325,000 aggregate
principal amount 10-3/8% senior subordinated notes due 2014 (the RNS Senior Subordinated Notes ) for total consideration of $1,039.58 per
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$1,000 principal amount of notes tendered for purchase, consisting of tender offer consideration of $1,029.58 per $1,000 principal amount of
notes plus an early tender premium of $10 per $1,000 principal amount of notes. The Tender Offer was made in connection with the Distribution
of AMC Networks by Cablevision and was subject to certain conditions, including the completion of the Distribution.

In connection with the tender offer, on June 30, 2011 RNS redeemed 100% of the outstanding $325,000 aggregate principal amount of the RNS
Senior Subordinated Notes. The Company used proceeds from borrowings under the Credit Facility to fund the redemption, and payment of fees
and accrued and unpaid interest of $11,146. Tender premiums aggregating $12,864, along with accretion to the principal amount and other
transaction costs of $1,321 have been recorded in loss on extinguishment of debt in the
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consolidated statement of income for the nine months ended September 30, 2011. The related unamortized deferred financing costs aggregating
approximately $2,455 were written off and recorded in write-off of deferred financing costs in the consolidated statement of income for the nine
months ended September 30, 2011.

RNS Credit Facility Repayment

In connection with the Distribution, RNS repaid amounts then outstanding under its RNS credit facility at June 30, 2011 of $412,500 under its
term A loan facility and $300,000 under its revolving credit facility which aggregated $713,785, including accrued and unpaid interest and fees
to the repayment date of June 30, 2011. The Company used proceeds from borrowings under the Credit Facility to fund the repayment. The
related unamortized deferred financing costs aggregating approximately $2,062 were written off and recorded in write-off of deferred financing
costs in the consolidated statement of income for the nine months ended September 30, 2011.

Note 8. Fair Value Measurement

The fair value hierarchy is based on inputs to valuation techniques that are used to measure fair value that are either observable or unobservable.
Observable inputs reflect assumptions market participants would use in pricing an asset or liability based on market data obtained from
independent sources while unobservable inputs reflect a reporting entity s pricing based upon their own market assumptions. The fair value
hierarchy consists of the following three levels:

Level I - Quoted prices for identical instruments in a