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October [    ], 2008

Dear Fellow Shareholder:

You are cordially invited to attend our annual meeting of shareholders at 2:00 p.m., Pacific time, on Wednesday, December 10, 2008, at the
executive offices of The First American Corporation, located at 1 First American Way, Santa Ana, California 92707.

With this letter, we are including the notice for the annual meeting, the proxy statement and the proxy card. Unless you have received our 2007
annual report earlier in the year, we are also including that report. A map and directions to our executive offices can be found on the inside back
cover of the proxy statement.

We have made arrangements for you to vote your proxy over the Internet or by telephone, as well as by mail with the traditional proxy card. The
proxy card contains instructions on these methods of voting.

Your vote is important. Whether or not you plan on attending the annual meeting on December 10, 2008, we hope you will vote as soon as
possible.

Thank you for your ongoing support of and continued interest in The First American Corporation.

Parker S. Kennedy

Chairman of the Board and

Chief Executive Officer
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NOTICE OF ANNUAL MEETING OF SHAREHOLDERS

To be Held on December 10, 2008

The annual meeting of shareholders of The First American Corporation, a California corporation (our �Company�), will be held at 2:00 p.m.,
Pacific time, on Wednesday, December 10, 2008, at the executive offices of the Company, located at 1 First American Way, Santa Ana,
California 92707, for the following purposes:

1. To elect 17 persons to serve on our board of directors for the next year.

2. To approve amendments to the Company�s Articles of Incorporation and Bylaws increasing the range in the number of directors that
may serve on the board from 9 to 17 to 10 to 18.

3. To ratify the selection of PricewaterhouseCoopers LLP as the Company�s independent registered public accounting firm for the fiscal
year ending December 31, 2008.

4. To transact such other business as may properly come before the meeting or any adjournments thereof.

Only shareholders of record at the close of business on October 13, 2008, are entitled to notice of the meeting and an opportunity to vote.

The First American Corporation�s Notice of Annual Meeting and Proxy Statement, Annual Report and other proxy materials are
available at www.firstam.com/proxymaterials.

It is hoped that you will be present at the meeting to vote in person. However, if you are unable to attend the meeting and vote in person, please
submit a proxy as soon as possible, so that your shares can be voted at the meeting in accordance with your instructions. You may submit your
proxy (1) over the Internet, (2) by telephone, or (3) by mail. For specific instructions, please refer to the questions and answers commencing on
page 2 of the proxy statement and the instructions on the proxy card.

Kenneth D. DeGiorgio

Senior Vice President, General Counsel
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Santa Ana, California

October [    ], 2008
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PROXY STATEMENT

Solicitation of Proxies by the Board of Directors

The First American Corporation�s Notice of Annual Meeting and Proxy Statement,

Annual Report and other proxy materials are available at

www.firstam.com/proxymaterials

Our board of directors (our �Board�) is soliciting proxies from holders of our common shares for use at the annual meeting of our shareholders to
be held on December 10, 2008, at 2:00 p.m., Pacific time. The meeting will be held at the executive offices of The First American Corporation, a
California corporation (our �Company� or �First American�), located at 1 First American Way, Santa Ana, California 92707. We have included a
map and directions to our executive offices on the inside back cover of the proxy statement for your convenience.

The approximate date on which this proxy statement and the enclosed proxy card, notice of annual meeting, chairman�s letter and, unless
previously received, 2007 annual report, will be first mailed to our shareholders is October [    ], 2008.

The remainder of this proxy statement has been divided into three sections. You should read all three sections.

I. Questions and answers: This section provides answers to a number of frequently asked questions.

II. Proposals to be voted on: This section provides information relating to the proposals to be voted on at the shareholders� meeting.

III. Required information: This section contains information that is required by law to be included in this proxy statement and which has
not been included in Sections I or II.

1
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I.    QUESTIONS AND ANSWERS

Why have I been sent these proxy materials?

Our Board has sent you this proxy statement and the accompanying proxy card to ask for your vote, as a shareholder of our Company, on certain
matters that will be voted on at the annual meeting.

What matters will be voted on at the meeting?

• the election of 17 persons to serve on the Board for the next year;

• the approval of amendments to the Company�s Articles of Incorporation and Bylaws increasing the range in the number of directors
that may serve on the Board from 9 to 17 to 10 to 18;

• the ratification of the Company�s selection of PricewaterhouseCoopers LLP (�PwC�) as its independent registered public accounting firm
for the 2008 fiscal year; and

• any other business properly raised at the meeting.

At the time this proxy statement was mailed, our Board was not aware of any other matters to be voted on at the annual meeting.

Who may attend the annual meeting?

All shareholders of First American.

Who is entitled to vote?

Shareholders of record as of the close of business on October 13, 2008, the record date, or those with a valid proxy from a bank, brokerage firm
or similar organization that held our shares on the record date are entitled to vote on the matters to be considered at the annual meeting.

Who is a shareholder of record?
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A shareholder of record is a person or entity whose name appears as an owner of one or more shares of our common stock on the records of our
transfer agent as of its close of business on the record date.

How many shares are entitled to vote at the meeting?

As of the record date, 92,867,638 of our common shares, par value $1.00 per share, were issued, outstanding and entitled to vote at the meeting.

How many votes do I have?

Each common share is entitled to one vote on each proposal. However, if cumulative voting applies for the election of directors, you will be
entitled to cast more than one vote for each nominee. See �What does it mean to cumulate a vote?� on pages 2 to 3 below.

How many votes are needed to elect each director?

Those candidates receiving the highest number of affirmative votes, up to the number of directors to be elected, will be elected directors.

What does it mean to cumulate a vote?

In elections for directors, California law provides that a shareholder, or his or her proxy, may cumulate votes. That is, each shareholder has a
number of votes equal to the number of shares owned, multiplied by the

2
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number of directors to be elected, and the shareholder may cumulate such votes for a single candidate, or distribute such votes among as many
candidates as he or she deems appropriate. However, a shareholder may cumulate votes only for a candidate or candidates whose names have
been properly placed in nomination prior to the voting, and only if the shareholder has given notice at the meeting, prior to the voting, of his or
her intention to cumulate votes for the candidates in nomination. If one shareholder provides such notice, all shareholders may then vote
cumulatively. Unless you give different instructions, your proxy gives discretionary authority to the appointees to vote your shares cumulatively.
Cumulative voting does not apply to any proposal other than the election of directors.

Who are the director nominees?

The 17 nominees are:

Hon. George L. Argyros James L. Doti Frank E. O�Bryan Virginia M. Ueberroth
Bruce S. Bennett Lewis W. Douglas, Jr. Roslyn B. Payne Mary Lee Widener
J. David Chatham Christopher V. Greetham D. Van Skilling
Glenn C. Christenson Parker S. Kennedy Patrick F. Stone
Hon. William G. Davis Thomas C. O�Brien Herbert B. Tasker

See pages 8 through 10 for biographical information regarding the nominees.

Why is the Board recommending an increase in the range of directors that may serve on the Board?

If the shareholders approve the proposal to increase the range in the number of directors that may serve on the Board, the Board expects to create
a vacancy and fill that vacancy with John Peace. The Board believes that the addition of Mr. Peace to the Board would be beneficial to the
Company. Mr. Peace is the Chairman of Experian plc, parent company of the Company�s partner in its First American Real Estate Solutions LLC
joint venture, which owns most of the Company�s information solutions businesses. Mr. Peace has extensive experience in private industry. In
addition to serving as Chairman of Experian plc, which operates one of the largest credit reporting agencies in the world, Mr. Peace is Chairman
of Burberry Group plc and Deputy Chairman and Senior Independent Director of Standard Chartered plc. He is also Chairman of the Board of
Governors of Nottingham Trent University, Deputy Lieutenant for the County of Nottinghamshire, a Fellow of the Royal Society of Arts and
Chairman of The Work Foundation. Previously he was Group Chief Executive of the former GUS plc from 2000 until 2006, having been a
director of GUS since 1997.

How many votes are needed to increase the range of the number of directors that may serve on the Board?

The affirmative vote of a majority of the outstanding common shares of the Company is required to amend the Articles of Incorporation and
Bylaws to increase the range of directors from 9 to 17 to 10 to 18.

How many votes are needed to ratify PwC as the Company�s independent registered public accounting firm?
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A majority of the shares present and voting at the annual meeting are needed to ratify PwC as the Company�s independent registered public
accounting firm.

What happens if the Company�s choice of PwC as its independent registered public accounting firm is not ratified by the shareholders?

If the shareholders do not ratify PwC as the Company�s independent registered public accounting firm for the 2008 fiscal year, the audit
committee of the Board (the �Audit Committee�) will reconsider its choice of PwC as the

3
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Company�s independent registered public accounting firm and may retain a different independent registered public accounting firm; however, the
Audit Committee may nonetheless determine that it is in the Company�s, and its shareholders�, best interests to retain PwC as the Company�s
independent registered public accounting firm. Additionally, even if shareholders ratify the Audit Committee�s selection of PwC as the
Company�s independent registered public accounting firm, the Audit Committee may at any time determine that it is in the Company�s, and its
shareholders�, best interests to retain a different firm.

How do I vote?

You can vote on matters that properly come before the meeting in one of four ways:

You may vote by mail.

You do this by signing and dating the proxy card and mailing it in the enclosed, prepaid and addressed envelope within the required time. If you
mark your voting instructions on the proxy card, your shares will be voted as you instruct.

You may vote by telephone.

You do this by following the instructions accompanying the proxy card. If you vote your proxy by telephone, you do not have to mail in your
proxy card. Some shareholders may not be able to vote their proxy by telephone.

You may vote on the Internet.

You do this by following the instructions accompanying the proxy card. If you vote your proxy on the Internet, you do not have to mail in your
proxy card. Some shareholders may not be able to vote their proxy on the Internet.

You may vote in person at the meeting.

You can vote in person at the meeting. However, if you hold your shares in street name (in the name of a bank, broker or some other nominee),
you must request and receive a legal proxy from the record owner prior to the meeting in order to vote at the meeting.

What happens if I sign and return my proxy card, but don�t mark my votes?
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Parker S. Kennedy or Kenneth D. DeGiorgio, chairman of the board of directors and general counsel, respectively, will vote your shares in their
discretion as proxies.

Can I revoke my proxy?

You have the power to revoke your proxy at any time before the polls close at the meeting. You may do this by:

• signing and returning another proxy with a later date;

• submitting written notice of your revocation to our general counsel at our mailing address on the cover page of this proxy statement;

• voting your proxy by telephone or on the Internet (only your latest proxy is counted); or

• voting in person at the meeting.

4
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What happens if my shares are held under the name of a brokerage firm?

If your shares are held in street name, your brokerage firm, under certain circumstances, may vote your shares. Brokerage firms have authority
under New York Stock Exchange rules to vote customers� unvoted shares on certain �routine� matters, including the election of directors. If you do
not vote your proxy, your brokerage firm may either:

• vote your shares on routine matters; or

• leave your shares unvoted.

We encourage you to provide instructions to your brokerage firm by voting your proxy. This ensures that your shares will be voted at the
meeting. You may have granted to your stockbroker discretionary voting authority over your account. Your stockbroker may be able to vote
your shares depending on the terms of the agreement you have with your stockbroker.

Who will count the votes?

An employee of the Company�s transfer agent will serve as the inspector of elections and count the votes.

What does it mean if I get more than one proxy card?

It means that you have multiple accounts at the transfer agent and/or with stockbrokers. Please sign and return all proxy cards to ensure that all
your shares are voted.

What constitutes a �quorum?�

A �quorum� refers to the number of shares that must be represented at a meeting in order to lawfully conduct business. A majority of the
outstanding common shares entitled to vote at the annual meeting, present in person or represented by proxy, will constitute a quorum at the
meeting. Without a quorum, no business may be transacted at the annual meeting. However, whether or not a quorum exists, a majority of the
voting power of those present at the annual meeting may adjourn the annual meeting to another date, time and place. Abstentions and broker
nonvotes will be counted for the purpose of determining the presence or absence of a quorum for the transaction of business.

What is a �broker nonvote� and how is it treated?

A �broker nonvote� occurs with respect to a proposal to be voted on if a broker or other nominee does not have the discretionary authority to vote
shares and has not received voting instructions from the beneficial owners with respect to such proposal. Broker nonvotes are treated as present

Edgar Filing: FIRST AMERICAN CORP - Form PRE 14A

13



for purposes of establishing the presence or absence of a quorum. A broker nonvote on the election of directors or the ratification of the choice
of PwC as our Company�s independent registered public accounting firm will not affect the results of the vote on such matters, since no absolute
number of affirmative votes is required for passage of such proposals. But a broker nonvote on the proposal to increase the range of the number
of directors that may serve on the Board will act like a �no� vote, since the affirmative vote of the majority of all outstanding shares is required to
approve that proposal.

How are abstentions treated?

Abstentions are equivalent to �no� votes for all proposals other than the election of directors, since they are counted as present and voting. Because
directors are elected by a plurality of the votes cast, abstentions have no effect on the election of directors.

5
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What percentage of stock do the directors and executive officers own?

Together, they owned approximately 6.0% of our common shares as of the record date. See pages 12 through 14 for more details.

When are shareholder proposals for our next annual meeting due in order to be included in the proxy statement?

We will consider proposals submitted by shareholders for inclusion in the proxy statement for the annual meeting to be held in 2009 if they are
received no later than [                    ], 2009. This date assumes that the date of our next annual meeting will not be advanced or delayed by more
than 30 calendar days from the one year anniversary of the date of the current annual meeting. See page 58 for more details.

Who is paying the cost of preparing, assembling and mailing the notice of the annual meeting of shareholders, proxy statement and
form of proxy, and the solicitation of the proxies?

The Company. We will also pay brokers and other nominees for the reasonable expenses of forwarding solicitation materials to their customers
who own our common shares.

Who may solicit proxies?

In addition to this proxy statement, our directors, officers and other regular administrative employees may solicit proxies. None of them will
receive any additional compensation for such solicitation. MacKenzie Partners, Inc., 105 Madison Avenue, New York, NY 10016, has been
engaged by the Company to solicit proxies at an estimated cost of $10,000 plus reimbursement of reasonable expenses.

How will solicitors contact me?

People soliciting proxies may contact you in person, by mail, by telephone, by e-mail or by facsimile.

Does our Board have any recommendations with respect to the listed proposals?

Our Board recommends you vote �FOR�: (1) all of its nominees for director; (2) the increase in the range of directors from 9 to 17 to 10 to 18; and
(3) the ratification of PwC as our Company�s independent registered public accounting firm for the 2008 fiscal year.

Who are the largest principal shareholders outside of management?
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The following table lists as of the record date the persons or groups of shareholders who are known to us to be the beneficial owners of 5% or
more of our common shares. The information regarding beneficial owners of 5% or more of our common shares was gathered by us from the
filings made by such owners with the Securities and Exchange Commission (the �SEC�) or from informal sources. Shares that may be acquired
within 60 days are treated as outstanding for purposes of determining the amount and percentage beneficially owned. This table does not include
shares beneficially owned by our directors and officers and entities controlled by them. See the table headed �Security Ownership of Management�
on pages 12 through 14 for that information.

Name of Beneficial Owner

Amount and Nature of
Beneficial Ownership Percent of Class

Fidelity Management Trust Company 7,243,246(1) 7.8%
Highfields Capital Management LP 8,787,879(2) 9.5%
Glenview Capital Management, LLC 6,896,472(3) 7.4%

(1) The shares set forth in the table are held as of October 13, 2008 by Fidelity Management Trust Company as trustee pursuant to The First
American Corporation 401(k) Savings Plan. The investment options available to participants in the plan include a �Company Stock Fund,�
which invests in Company common shares, as well

6
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as amounts previously held under the Company�s Employee Profit Sharing and Stock Ownership Plan (�ESOP�), which was merged into the
401(k) Savings Plan in December 2001. Thus, the table reflects the ESOP accounts as well as accounts in the Company Stock Fund. The
governing documents require the trustee to vote the shares as directed by the plan participants for whose benefit the shares are held. The
transfer agent will tabulate the voting directions of all participants who wish to provide such directions to Fidelity. Neither the transfer
agent nor Fidelity will provide the individual or aggregate participant voting directions to the Company, unless otherwise required by law.
Shares for which no direction is received by the trustee from the participants are voted in the same proportion as are the shares for which
directions are received. The trustee�s address is 82 Devonshire Street, Boston, Massachusetts 02109.

(2) According to the Schedule 13D/A filed on April 14, 2008 by Highfields Capital Management LP, each of Highfields Capital Management
LP, Highfields GP LLC, Highfields Associates LLC, Jonathan S. Jacobson, and Richard L. Grubman may be deemed to be the beneficial
owner of 8,787,879 shares, and Highfields Capital III L.P. may be deemed the beneficial owner of 6,056,042 shares. The address of the
principal business office of each of these entities and individuals is John Hancock Tower, 200 Clarendon Street, 59th  Floor, Boston,
Massachusetts 02116.

(3) According to the Schedule 13G filed on March 21, 2008 by Glenview Capital Management, LLC and Lawrence M. Robbins, each of
Glenview Capital Partners, L.P., Glenview Capital Master Fund, Ltd., Glenview Institutional Partners, L.P., GCM Little Arbor Master
Fund, Ltd., GCM Little Arbor Institutional Partners, L.P., GCM Little Arbor Partners, L.P., GCM Opportunity Fund, L.P., Glenview
Capital Opportunity Fund, L.P. and Glenview Offshore Opportunity Master Fund, Ltd. hold Company common shares in accounts that are
managed by Glenview Capital Management, LLC. Mr. Robbins is the chief executive officer of Glenview Capital Management, LLC. The
address of the principal business office of each of these entities and Mr. Robbins is 767 Fifth Avenue, 44th Floor, New York, New York
10153.

7
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II.    PROPOSALS

Item 1. Election of Directors

Our Articles of Incorporation and Bylaws require that directors be elected annually, and currently fix the range of directors between 9 and 17.
The Bylaws permit the Board of Directors to specify the exact number of directors within the range provided in the Articles of Incorporation and
Bylaws. The Board has resolved, subject to shareholder approval of the increased range, to specify the exact number at 18 directors, which
would create a vacancy on the Board. The vacancy will be created only if the shareholders approve the second proposal discussed below, and
only after the conclusion of the annual meeting when the Company files the amendment to its Articles of Incorporation with the California
Secretary of State. Therefore, at the time of the annual meeting the size of the Board will be 17 members, and accordingly, the Board has
nominated 17 individuals for election at the meeting. The 17 nominees receiving the highest number of votes will be elected to the Board, to
serve until the next annual meeting or as soon thereafter as their successors are duly elected and qualified.

Votes by the Company�s proxy holders will be cast in such a way as to effect the election of all nominees listed below or as many as possible
under the rules of cumulative voting. Unless otherwise specified by you in your proxy card, the proxies solicited by our Board will be voted
�FOR� the election of these nominees. If any nominee should become unable or unwilling to serve as a director, the proxies will be voted for
such substitute nominee(s) as shall be designated by our Board. Our Board presently has no knowledge that any of the nominees will be unable
or unwilling to serve.

The following list provides information with respect to each person nominated and recommended to be elected by our Board. See the section
entitled �Security Ownership of Management,� which begins on page 12, for information pertaining to stock ownership of the nominees. There are
no family relationships among any of the nominees or any of the executive officers of the Company. The Company has appointed Messrs. Bruce
S. Bennett, Glenn C. Christenson, Christopher V. Greetham, Thomas C. O�Brien and Patrick F. Stone for election to the Board pursuant to an
agreement with Highfields Capital Management LP dated April 10, 2008, as discussed in the Company�s Current Report on Form 8-K dated
April 10, 2008. Also, pursuant to a contract, the Company is required to recommend one nominee of Experian Information Solutions, Inc. to the
nominating committee as a candidate for election to the Board. Director D. Van Skilling was appointed to the Board in 1998 as Experian�s
nominee. There are no other arrangements or understandings between any director and any other person pursuant to which any director was or is
to be selected as a director.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE �FOR� THE FOLLOWING NOMINEES:

Name Age
Principal Occupation(s) Since 2002

(arranged by title, company & industry)
Director

Since
Directorships Held in

Other Public Companies(1)

Hon. George L. Argyros 71 Chairman and Chief Executive Officer
Arnel & Affiliates
diversified investment company

2005(2) DST Systems, Inc.

Bruce S. Bennett 50 Founding Partner
Hennigen, Bennett & Dorman , LLP
legal services

2008 None

J. David Chatham 58 President and Chief Executive Officer Chatham
Holdings Corporation
real estate development and associated industries

1989 First Advantage Corporation

Glenn C. Christenson 59 Managing Director (2007 � present)
Velstand Investments, LLC

2008 Sierra Pacific Resources
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Executive Vice President and Chief
Financial Officer (1990 � 2007)
    Station Casinos, Inc.
    gaming and entertaining

8
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Name Age
Principal Occupation(s) Since 2002

(arranged by title, company & industry)
Director

Since
Directorships Held in

Other Public Companies(1)

Hon. William G. Davis 79 Counsel
Torys LLP
legal services

1992 None

James L. Doti 62 President and Donald Bren Distinguished Chair of
Business and Economics
    Chapman University
    education

1993 Fleetwood Enterprises, Inc., and
Standard Pacific Corp.

Lewis W. Douglas, Jr. 84 Chairman
Stanley Energy, Inc.
oil exploration

1971(3) None

Christopher V. Greetham 63 Executive Vice President and Chief Investment Officer
(1996 � 2006)
    XL Capital Ltd.
    property and casualty insurance and     reinsurance

2008 Axis Capital Holding Limited

Parker S. Kennedy 60 Chairman of the Board and Chief
Executive Officer (2003 � present)

    President (1993 � 2004)
    The First American Corporation
    business information and related
    products and services

1987 First Advantage Corporation

Thomas C. O�Brien 54 Chief Executive Officer and President Insurance Auto
Auctions Inc.
specialized services for automobile insurance

2008 KAR Holdings, Inc.

Frank E. O�Bryan 75 Private Investor (2004 � present)
Chairman of the Board (1997 � 2003)
    WMC Mortgage Corporation
    mortgage lending

1994 Ares Capital Corporation

Roslyn B. Payne 62 President

Jackson Street Partners, Ltd.
real estate venture capital and
investments

1988 None

D. Van Skilling 75 President (1999 � present)
Skilling Enterprises
private investments

1998 First Advantage Corporation
and ONVIA, Inc.

Patrick F. Stone 61 Chairman (2005 � present)
The Stone Group
commercial real estate brokerage and development

Vice Chairman (2004 � 2007)
Metrocities Mortgage Corporation mortgage banking

Chief Executive Officer (2002 � 2004) Fidelity National
Information Systems business information

2008 None

9
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Name Age
Principal Occupation(s) Since 2002

(arranged by title, company & industry)
Director

Since
Directorships Held in

Other Public Companies(1)

Herbert B. Tasker 72 Chairman and Chief Executive Officer
(2005 � present)
Mason McDuffie Mortgage
Corporation
mortgage banking

Mortgage Industry Consultant
(2004 �2005)

Vice Chairman and Managing Director
(1999 � 2004)
Centre Capital Group, Inc.
mortgage conduit

2002 None

Virginia M. Ueberroth 68 Chairman
Ueberroth Family Foundation
philanthropy

1988 None

Mary Lee Widener 70 President and Chief Executive Officer
(1974 � present)
Neighborhood Housing Services of
America, Inc.
nonprofit housing agency

2006 The PMI Group, Inc.

(1) For these purposes, �Public Company� refers to a company with a class of securities registered pursuant to Section 12 of the Exchange Act
or subject to the requirements of Section 15(d) of such Act or any company registered as an investment company under the Investment
Company Act of 1940.

(2) Mr. Argyros was also a director of our Company from 1988 to 2001 and was the United States Ambassador to Spain and Andorra from
2001 to 2004.

(3) Mr. Douglas also was a director of our Company from 1961 to 1967.

Item 2. Amendments to Increase the Range of the Number of Directors on the Board

Currently, both the Articles of Incorporation and the Bylaws of the Company specify that the number of directors shall be no less than 9 nor
more than 17. The Board has approved an amendment to the Company�s Articles of Incorporation and Bylaws to increase the specified range of
directors to a range of 10 to 18. That amendment is subject to shareholder approval. Contingent on approval of the foregoing increase in the
range, the Board has also approved an increase in the exact number of directors on the Board from 17 to 18. The increase in the range of the
number of directors and accompanying increase in the size of the Board would create a vacancy on the Board, and it is anticipated that the Board
will appoint John Peace to fill that vacancy. For more information, see the discussion under the question entitled �Why is the Board
recommending an increase in the range of directors that may serve on the Board?� on page 3. The Board believes that this action is in the best
interests of the Company�s shareholders and recommends that the shareholders vote �FOR� the amendments specified below.

Currently, Article FIFTH of First American�s Restated Articles of Incorporation reads as follows:
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�FIFTH: The number of directors of this Corporation shall be no less than nine (9) nor more than seventeen (17).�

The Board has approved, and is asking the shareholders to approve, an amendment to Article FIFTH of the Articles of Incorporation, as follows:

�FIFTH: The number of directors of this Corporation shall be no less than ten (10) nor more than eighteen (18).�

10
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Currently, the first sentence of Section 2, Article III of the Company�s Bylaws reads as follows:

�The number of directors of the corporation shall be no less than 9 nor more than 17.�

The Board has approved, and is asking the shareholders to approve, an amendment to Section 2, Article III of the Bylaws, as follows:

�The number of directors of the corporation shall be no less than 10 nor more than 18.�

The Board has approved of a further amendment to the Bylaws, subject to shareholder approval of this proposal, to permit the Board to establish
the number of directors, within the specified range, by resolution, as opposed to an amendment to the Bylaws. The relevant portions of the
Bylaws, as amended pursuant to this proposal and pursuant to the resolution of the Board, are shown in their entirety on Appendix A hereto,
with deletions indicated by strike-outs and additions indicated by underlining.

The amendments to the Articles of Incorporation and Bylaws will become effective upon filing of the amendment to the Articles of
Incorporation with the California Secretary of State, which is anticipated to occur promptly after shareholder approval has been obtained.

OUR BOARD RECOMMENDS THAT YOU VOTE �FOR� THE FOREGOING AMENDMENTS.

Item 3. Ratification of Selection of Independent Auditor

The Audit Committee has selected PricewaterhouseCoopers LLP (�PwC�) to serve as our independent registered public accounting firm for the
fiscal year ending December 31, 2008. Representatives of PwC are expected to be present at the annual meeting, and, if they do attend the
annual meeting, will have an opportunity to make a statement and be available to respond to appropriate questions.

Selection of our independent registered public accounting firm is not required to be submitted for shareholder approval, but the Audit Committee
is seeking ratification of its selection of PwC from our shareholders as a matter of good corporate governance. If the shareholders do not ratify
this selection, the Audit Committee will reconsider its selection of PwC and will either continue to retain this firm or appoint a new independent
registered public accounting firm. Even if the selection is ratified, the Audit Committee may, in its discretion, appoint a different independent
registered public accounting firm at any time during the year if it determines that such a change would be in our Company�s best interests and
those of its shareholders.

The affirmative vote of a majority of the shares present in person or represented by proxy and entitled to vote at the annual meeting will be
required to ratify the selection of PwC as our Company�s independent registered public accounting firm for the 2008 fiscal year.
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OUR BOARD RECOMMENDS THAT SHAREHOLDERS VOTE �FOR� THE FOREGOING PROPOSAL TO RATIFY THE
SELECTION OF PwC AS OUR COMPANY�S INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM.
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III.    REQUIRED INFORMATION

Security Ownership of Management

The following table sets forth the total number of our common shares beneficially owned and the percentage of the outstanding shares so owned
as of the record date by:

• each director (and each nominee for director);

• each named executive officer; and

• all directors and executive officers as a group.

Unless otherwise indicated in the notes following the table, the shareholders listed in the table are the beneficial owners of the listed shares with
sole voting and investment power (or, in the case of individual shareholders, shared power with such individual�s spouse) over the shares listed.
Shares subject to rights exercisable within 60 days after the record date are treated as outstanding when determining the amount and percentage
beneficially owned.

Shareholders

Number of
Common shares

Percent
if greater than 1%

Directors
George L.
Argyros(1) 1,109,968 1.2%
Bruce S.
Bennett 5,600 �
J. David
Chatham 39,971 �
Glenn C.
Christenson 14,000 �
Hon.
William G.
Davis 5,805 �
James L.
Doti 18,626 �
Lewis W.
Douglas, Jr. 38,215 �
Christopher
V.
Greetham 14,000 �
Parker S.
Kennedy(2) 3,278,551 3.5%
Thomas C.
O�Brien 2,500 �
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Frank E.
O�Bryan Some of these larger alarm monitoring companies have also adopted, in whole or

in part, a dealer program similar to that of Monitronics.  In these instances,
Monitronics must also compete with these programs in recruiting dealers. 
Monitronics believes it competes effectively with other dealer programs due to the
quality of its dealer support services and its competitive acquisition terms.  The
significant other dealer programs that Monitronics also competes with are as
follows:

•ADT
•Central Security Group, Inc.
•Guardian Protection Services, Inc.

Of all of Monitronics' competitors for both subscribers and dealers, ADT is
significantly larger and has more capital.

Seasonality

Monitronics’ operations are subject to a certain level of seasonality.  Since more
household moves take place during the second and third calendar quarters of each
year, Monitronics’ disconnect rate and expenses related to retaining customers are
typically higher in those calendar quarters than in the first and fourth quarters. 
There is also a slight seasonal effect resulting in higher new customer volume and
related cash expenditures incurred in investment in new subscribers in the second
and third quarters.

9
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 Regulatory Matters

Monitronics’ operations are subject to a variety of laws, regulations and licensing
requirements of federal, state and local authorities including federal and state
customer protection laws. In certain jurisdictions, Monitronics is required to obtain
licenses or permits to comply with standards governing employee selection and
training and to meet certain standards in the conduct of its business.  The security
industry is also subject to requirements imposed by various insurance, approval,
listing and standards organizations. Depending upon the type of subscriber served,
the type of security service provided and the requirements of the applicable local
governmental jurisdiction, adherence to the requirements and standards of such
organizations is mandatory in some instances and voluntary in others.

Although local governments routinely respond to panic and smoke/fire alarms,
there are an increasing number of local governmental authorities that have adopted
or are considering various measures aimed at reducing the number of false burglar
alarms. Such measures include:

•subjecting alarm monitoring companies to fines or penalties for false alarms;
•imposing fines on alarm subscribers for false alarms;
•imposing limitations on the number of times the police will respond to false alarms
at a particular location;

•requiring additional verification of intrusion alarms by calling two different phone
numbers prior to dispatch ("Enhanced Call Verification"); and

•requiring visual verification of an actual emergency at the premise before the
police will respond to an alarm signal.

Enhanced Call Verification has been implemented as standard policy by
Monitronics.

Security alarm systems monitored by Monitronics utilize telephone lines, internet
connections, cellular networks and radio frequencies to transmit alarm signals. The
cost of telephone lines, and the type of equipment which may be used in telephone
line transmission, are currently regulated by both federal and state governments.
The operation and utilization of cellular and radio frequencies are regulated by the
Federal Communications Commission and state public utility commissions.

For additional information on the regulatory frame work in which Monitronics
operates, please see "ITEM 1A. RISK FACTORS — Factors Relating to Regulatory
Matters."

Employees

At December 31, 2015, Ascent Capital, together with its subsidiaries, had over
1,500 full-time employees, all of which are located in the U.S.

(d)  Financial Information About Geographic Areas
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Monitronics and its subsidiaries provide monitoring services for subscribers
located in all 50 states, the District of Columbia, Puerto Rico, and Canada.

(e)  Available Information

All of our filings with the Securities and Exchange Commission (the "SEC"),
including our Form 10-Ks, Form 10-Qs and Form 8-Ks, as well as amendments to
such filings are available on our Internet website free of charge generally within 24
hours after we file such material with the SEC. Our website address is
www.ascentcapitalgroupinc.com.

Our corporate governance guidelines, code of business conduct and ethics,
compensation committee charter, nominating and corporate governance committee
charter, and audit committee charter are available on our website. In addition, we
will provide a copy of any of these documents, free of charge, to any shareholder
who calls or submits a request in writing to Investor Relations, Ascent Capital
Group, Inc., 5251 DTC Parkway, Suite 1000, Greenwood Village, Colorado
80111, telephone no. (303) 628-5600.

The information contained on our website is not incorporated by reference herein.

10
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ITEM 1A.  RISK FACTORS

In addition to the other information contained in this Annual Report on
Form 10-K, you should consider the following risk factors in evaluating our results
of operations, financial condition, business and operations or an investment in our
stock.

Although we describe below and elsewhere in this Annual Report on Form 10-K
the risks we consider to be the most material, there may be other unknown or
unpredictable economic, business, competitive, regulatory or other factors that also
could have material adverse effects on our results of operations, financial
condition, business or operations in the future. In addition, past financial
performance may not be a reliable indicator of future performance and historical
trends should not be used to anticipate results or trends in future periods.

If any of the events described below, individually or in combination, were to
occur, our businesses, prospects, financial condition, results of operations and/or
cash flows could be materially adversely affected.

Factors Relating to Monitronics

Monitronics faces risks in acquiring and integrating new subscribers.

The acquisition of alarm monitoring contracts involves a number of risks,
including the risk that the alarm monitoring contracts acquired may not be
profitable due to higher than expected account attrition, lower than expected
revenues from the alarm monitoring contracts or, when applicable, lower than
expected recoveries from dealers. The cost incurred to acquire alarm monitoring
contract is affected by the monthly recurring revenue generated by the alarm
monitoring contract, as well as several other factors, including the level of
competition, prior experience with alarm monitoring contracts acquired from the
dealer, the number of alarm monitoring contracts acquired, the subscriber’s credit
score and the type of security equipment used by the subscriber. To the extent that
the servicing costs or the attrition rates are higher than expected or the revenues
from the alarm monitoring contracts or, when applicable, the recoveries from
dealers are lower than expected, Monitronics’ business and results of operations
could be adversely affected.

Monitronics’ customer generation strategies and the competitive market for
customer accounts may affect its future profitability.

A significant element of Monitronics’ business strategy is the generation of new
customer accounts through its dealer network, excluding accounts acquired in the
LiveWatch Acquisition, which accounted for substantially all of Monitronics’ new
customer accounts for the year ended December 31, 2015. Monitronics’ future
operating results will depend in large part on its ability to manage its generation
strategies effectively. Although Monitronics currently generates accounts through
hundreds of authorized dealers, a significant portion of its accounts originate from
a smaller number of dealers. Monitronics experiences loss of dealers from its
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dealer network due to various factors, such as dealers becoming inactive or
discontinuing their alarm monitoring business and competition from other alarm
monitoring companies. If Monitronics experiences a loss of dealers representing a
significant portion of its account generation engine or if Monitronics is unable to
replace or recruit dealers in accordance with its business plans, Monitronics’
business, financial condition and results of operations could be materially and
adversely affected.

Monitronics is subject to credit risk and other risks associated with its subscribers.

Substantially all of Monitronics revenues are derived from the recurring monthly
revenue due from subscribers under the alarm monitoring contracts. Therefore,
Monitronics is dependent on the ability and willingness of subscribers to pay
amounts due under the alarm monitoring contracts on a monthly basis in a timely
manner. Although subscribers are contractually obligated to pay amounts due
under an alarm monitoring contract and are generally prohibited from canceling
the alarm monitoring contract for the initial term of the alarm monitoring contract
(typically between three and five years), subscribers’ payment obligations are
unsecured, which could impair Monitronics’ ability to collect any unpaid amounts
from its subscribers. To the extent payment defaults by subscribers under the alarm
monitoring contracts are greater than anticipated, Monitronics’ business and results
of operations could be materially and adversely affected.

Monitronics relies on a significant number of its subscribers remaining with it for
an extended period of time.

Monitronics incurs significant upfront costs for each new subscriber. Monitronics
requires a substantial amount of time, typically exceeding the initial term of the
related alarm monitoring contract, to receive cash payments (net of variable cash
operating costs) from a particular subscriber that are sufficient to offset this
upfront cost. Accordingly, Monitronics’ long-term performance is dependent on
Monitronics’ subscribers remaining with it for as long as possible. This requires
Monitronics to

11
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minimize its rate of subscriber cancellations, or attrition. Factors that can increase
cancellations include subscribers who relocate and do not reconnect, prolonged
downturns in the housing market, problems with service quality, competition from
other alarm monitoring companies, equipment obsolescence, adverse economic
conditions, conversion of wireless spectrums and the affordability of Monitronics’
service. If Monitronics fails to keep its subscribers for a sufficiently long period of
time, attrition rates would be higher than expected and Monitronics’ financial
position and results of operations could be materially and adversely affected. In
addition, Monitronics may experience higher attrition rates with respect to
subscribers acquired in bulk buys than subscribers acquired pursuant to
Monitronics’ authorized dealer program.

Monitronics is subject to credit risk and other risks associated with its dealers.

Under the standard alarm monitoring contract acquisition agreements that
Monitronics enters into with its dealers, if a subscriber terminates their service
with Monitronics during the first twelve months after the alarm monitoring
contract has been acquired, the dealer is typically required to elect between
substituting another alarm monitoring contract for the terminating alarm
monitoring contract or compensating Monitronics in an amount based on the
original acquisition cost of the terminating alarm monitoring contract. Monitronics
is subject to the risk that dealers will breach their obligation to provide a
comparable substitute alarm monitoring contract for a terminating alarm
monitoring contract. Although Monitronics withholds specified amounts from the
acquisition cost paid to dealers for alarm monitoring contracts ("holdback"), which
may be used to satisfy or offset these and other applicable dealer obligations under
the alarm monitoring contract acquisition agreements, there can be no guarantee
that these amounts will be sufficient to satisfy or offset the full extent of the
default by a dealer of its obligations under its agreement. If the holdback does
prove insufficient to cover dealer obligations, Monitronics is also subject to the
credit risk that the dealers may not have sufficient funds to compensate
Monitronics or that any such dealer will otherwise breach its obligation to
compensate Monitronics for a terminating alarm monitoring contract. To the extent
defaults by dealers of the obligations under their agreements are greater than
anticipated, Monitronics’ financial condition and results of operations could be
materially and adversely affected. In addition, a significant portion of Monitronics’
accounts originate from a smaller number of dealers. If any of these dealers
discontinue their alarm monitoring business or cease operations altogether as a
result of business conditions or due to increasingly burdensome regulatory
compliance, the dealer may breach its obligations under the applicable alarm
monitoring contract acquisition agreement and, to the extent such dealer has
originated a significant portion of Monitronics’ accounts, Monitronics’ financial
condition and results of operations could be materially and adversely affected to a
greater degree than if the dealer had originated a smaller number of accounts.

The alarm monitoring business is subject to macroeconomic factors that may
negatively impact Monitronics’ results of operations, including prolonged
downturns in the economy.
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The alarm monitoring business is dependent in part on national, regional and local
economic conditions. In particular, where disposable income available for
discretionary spending is reduced (such as by higher housing, energy, interest or
other costs or where the actual or perceived wealth of customers has decreased
because of circumstances such as lower residential real estate values, increased
foreclosure rates, inflation, increased tax rates or other economic disruptions), the
alarm monitoring business could experience increased attrition rates and reduced
consumer demand. In periods of economic downturn, no assurance can be given
that it will be able to continue acquiring quality alarm monitoring contracts or that
it will not experience higher attrition rates. In addition, any deterioration in new
construction and sales of existing single family homes could reduce opportunities
to grow Monitronics’ subscriber accounts from the sales of new security systems
and services and the take-over of existing security systems that had previously
been monitored by its competitors. If there are prolonged durations of general
economic downturn, Monitronics’ results of operations and subscriber account
growth could be materially and adversely affected.

Adverse economic conditions in states where Monitronics’ subscribers are more
heavily concentrated may negatively impact Monitronics’ results of operations.

Even as economic conditions may improve in the United States as a whole, this
improvement may not occur or further deterioration may occur in the regions
where Monitronics’ subscribers are more heavily concentrated (such as Texas,
California, Florida and Arizona). Although Monitronics has a geographically
diverse subscriber base, adverse conditions in one or more states where its
business is more heavily concentrated could have a significant adverse effect on its
business, financial condition and results of operations.

12
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If the insurance industry were to change its practice of providing incentives to
homeowners for the use of alarm monitoring services, Monitronics may experience
a reduction in new customer growth or an increase in its subscriber attrition rate.

It has been common practice in the insurance industry to provide a reduction in
rates for policies written on homes that have monitored alarm systems. There can
be no assurance that insurance companies will continue to offer these rate
reductions. If these incentives were reduced or eliminated, new homeowners who
otherwise may not feel the need for alarm monitoring services would be removed
from Monitronics’ potential customer pool, which could hinder the growth of its
business, and existing subscribers may choose to disconnect or not renew their
service contracts, which could increase Monitronics’ attrition rates. In either case,
Monitronics’ results of operations and growth prospects could be adversely
affected.

Risks of liability from Monitronics’ business and operations may be significant.

The nature of the services Monitronics provides potentially exposes it to greater
risks of liability for employee acts or omissions or system failures than may be
inherent in other businesses. If subscribers believe that they incurred losses as a
result of an action or failure to act by Monitronics, the subscribers (or their
insurers) could bring claims against Monitronics, and Monitronics has been subject
to lawsuits of this type from time to time. Similarly, if dealers believe that they
incurred losses or were denied rights under the alarm monitoring contract
acquisition agreements as a result of an action or failure to act by Monitronics, the
dealers could bring claims against Monitronics. Although substantially all of
Monitronics’ alarm monitoring contracts and contract acquisition agreements
contain provisions limiting its liability to subscribers and dealers, respectively, in
an attempt to reduce this risk, the alarm monitoring contracts or a contract
acquisition agreement that do not contain such provisions expose Monitronics to
risks of liability that could materially and adversely affect its business. Moreover,
even when such provisions are included in an alarm monitoring contract or alarm
monitoring contract acquisition agreement, in the event of any such litigation, no
assurance can be given that these limitations will be enforced, and the costs of
such litigation or the related settlements or judgments could have a material
adverse effect on Monitronics’ financial condition. In addition, there can be no
assurance that Monitronics is adequately insured for these risks. Certain of its
insurance policies and the laws of some states may limit or prohibit insurance
coverage for punitive or certain other types of damages or liability arising from
gross negligence. If significant uninsured damages are assessed against
Monitronics, the resulting liability could have a material adverse effect on its
financial condition or results of operations.

Future litigation could result in adverse publicity for Monitronics.

In the ordinary course of business, from time to time, Monitronics and its
subsidiaries are the subject of complaints or litigation from subscribers or inquiries
from government officials, sometimes related to alleged violations of state or
federal consumer protection statutes (including by its dealers), violations of "false
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alarm" ordinances or other regulations, negligent dealer installation or negligent
service of alarm monitoring systems. Monitronics may also be subject to employee
claims based on, among other things, alleged discrimination, harassment or
wrongful termination claims. In addition to diverting management resources,
adverse publicity resulting from such allegations may materially and adversely
affect Monitronics’ reputation in the communities it services, regardless of whether
such allegations are unfounded. Such adverse publicity could result in higher
attrition rates and greater difficulty in attracting new subscribers on terms that are
attractive to Monitronics or at all.

An inability to provide the contracted monitoring service could adversely affect
Monitronics’ business.

A disruption to the main monitoring facility, the back-up monitoring facility and/or
third party monitoring facility could affect Monitronics’ ability to provide alarm
monitoring services to its subscribers. Monitronics’ main monitoring facility holds
UL listings as a protective signaling services station and maintains certain
standards of building integrity, redundant computer and communications facilities
and backup power, among other safeguards. However, no assurance can be given
that Monitronics’ main monitoring facility will not be disrupted by a technical
failure, including communication or hardware failures, catastrophic event or
natural disaster, fire, weather, malicious acts or terrorism. Furthermore, no
assurance can be given that Monitronics’ back-up or third party monitoring center
will not be disrupted by the same or a simultaneous event or that it will be able to
perform effectively in the event its main monitoring center is disrupted. Any such
disruption, particularly one of a prolonged duration, could have a material adverse
effect on Monitronics’ business.

Monitronics relies on third parties to transmit signals to its monitoring facilities
and provide other services to its subscribers.

Monitronics relies on various third party telecommunications providers and signal
processing centers to transmit and communicate signals to its monitoring facilities
in a timely and consistent manner. These telecommunications providers and signal
processing centers could fail to transmit or communicate these signals to the
monitoring facility for many reasons,

13
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including due to disruptions from fire, natural disasters, weather, transmission
interruption, malicious acts or terrorism. The failure of one or more of these
telecommunications providers or signal processing centers to transmit and
communicate signals to the monitoring facility in a timely manner could affect
Monitronics’ ability to provide alarm monitoring, home automation and interactive
services to its subscribers. Monitronics also relies on third party technology
companies to provide home automation and interactive services to its subscribers.
These technology companies could fail to provide these services consistently, or at
all, which could result in Monitronics' inability to meet customer demand and
damage its reputation. There can be no assurance that third-party
telecommunications providers, signal processing centers and other technology
companies will continue to transmit, communicate signals to the monitoring
facilities or provide home automation and interactive services to subscribers
without disruption. Any such disruption, particularly one of a prolonged duration,
could have a material adverse effect on Monitronics’ business. See also "Shifts in
customer choice of, or telecommunications providers’ support for,
telecommunications services and equipment could adversely impact Monitronics’
business and require significant capital expenditures" below with respect to risks
associated with changes in signal transmissions.

The alarm monitoring business is subject to technological innovation over time.

Monitronics’ monitoring services depend upon the technology (both hardware and
software) of security alarm systems located at subscribers’ premises. Monitronics
may be required to implement new technology both to attract and retain
subscribers or in response to changes in land-line or cellular technology or other
factors, which could require significant expenditures. In addition, the availability
of any new features developed for use in Monitronics’ industry (whether developed
by Monitronics or otherwise) can have a significant impact on a subscriber’s initial
decision to choose Monitronics’ or its competitor’s products and a subscriber’s
decision to renew with Monitronics or switch to one of its competitors. To the
extent its competitors have greater capital and other resources to dedicate to
responding to technological innovation over time, the products and services
offered by Monitronics may become less attractive to current or future subscribers
thereby reducing demand for such products and services and increasing attrition
over time. Those competitors that benefit from more capital being available to
them may be at a particular advantage to Monitronics in this respect. If
Monitronics is unable to adapt in response to changing technologies, market
conditions or customer requirements in a timely manner, such inability could
adversely affect its business by increasing its rate of subscriber attrition.
Monitronics also faces potential competition from improvements in
self-monitoring systems, which enable current or future subscribers to monitor
their home environments without third-party involvement, which could further
increase attrition rates over time and hinder the acquisition of new alarm
monitoring contracts.

The high level of competition in Monitronics’ industry could adversely affect its
business.
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The security alarm monitoring industry is highly competitive and fragmented. As
of December 31, 2015, Monitronics was one of the largest alarm monitoring
companies in the U.S. when measured by the total number of subscribers under
contract. Monitronics faces competition from other alarm monitoring companies,
including companies that have more capital and that may offer higher prices and
more favorable terms to dealers for alarm monitoring contracts or charge lower
prices to customers for monitoring services. In addition, two of our larger
competitors, ADT and Protection One, Inc., may be combined into a single
company in a transaction expected to be completed by June 2016. Monitronics also
faces competition from a significant number of small regional competitors that
concentrate their capital and other resources in targeting local markets and forming
new marketing channels that may displace the existing alarm system dealer
channels for acquiring alarm monitoring contracts. Further, Monitronics is facing
increasing competition from telecommunications and cable companies who are
expanding into alarm monitoring services and bundling their existing offerings
with monitored security services. The existing access to and relationship with
subscribers that these companies have could give them a substantial advantage
over Monitronics, especially if they are able to offer subscribers a lower price by
bundling these services. Any of these forms of competition could reduce the
acquisition opportunities available to Monitronics, thus slowing its rate of growth,
or requiring it to increase the price paid for subscriber accounts, thus reducing its
return on investment and negatively impacting its revenues and results of
operations.

Shifts in customer choice of, or telecommunications providers’ support for,
telecommunications services and equipment could adversely impact Monitronics’
business and require significant capital expenditures.

Substantially all of Monitronics’ subscriber alarm systems use either a traditional
land-line or cellular service to communicate alarm signals from the subscribers’
locations to its monitoring facilities. There is a growing trend for consumers to
give up their land-line and exclusively use cellular and IP communication
technology in their homes and businesses. In addition, some telecommunications
providers may discontinue land-line services in the future and cellular carriers may
choose to discontinue certain cellular networks. One of the nation's largest cellular
carriers has announced that it does not intend to support its 2G cellular network
services beyond 2016 and expects to terminate service carried on this network. As
land-line and cellular network service is discontinued or disconnected, subscribers
with alarm systems that communicate over these networks may need to have
certain equipment in their security system replaced to maintain their monitoring
service. The process of changing out this equipment will require Monitronics to
subsidize the replacement of subscribers’ outdated equipment and is likely to
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cause an increase in subscriber attrition. During 2014, Monitronics implemented a
program (the "Radio Conversion Program") to upgrade subscribers' alarm
monitoring systems that communicate across the 2G network it expects to be
discontinued.  In connection with the Radio Conversion Program, Monitronics
incurred costs of $14,369,000 in 2015 and $1,113,000 in 2014 and could incur
incremental costs of $17,000,000 to $21,000,000 in 2016.  Monitronics is working
with the cellular carriers and other 2G network user groups to pursue strategies
which could reduce these costs, but there is no assurance any of these efforts will
be successful. In addition to the conversion costs, this process may divert
management’s attention and other important resources away from customer service
and sales efforts.

In the future, Monitronics may not be able to successfully implement new
technologies or adapt existing technologies to changing market demands in the
future. If Monitronics is unable to adapt timely to changing technologies, market
conditions or customer preferences, its business, financial condition, results of
operations and cash flows could be materially and adversely affected.

Privacy concerns, such as consumer identity theft and security breaches, could hurt
Monitronics’ reputation and revenues.

As part of its operations, Monitronics collects a large amount of private
information from its subscribers, including social security numbers, credit card
information, images and voice recordings. If it were to experience a breach of its
data security, it may put private information of its subscribers at risk of exposure.
To the extent that any such exposure leads to credit card fraud or identity theft,
Monitronics may experience a general decline in consumer confidence in its
business, which may lead to an increase in attrition rates or may make it more
difficult to attract new subscribers. If consumers become reluctant to use
Monitronics’ services because of concerns over data privacy or credit card fraud,
Monitronics’ ability to generate revenues would be impaired. In addition, if
technology upgrades or other expenditures are required to prevent security
breaches of its network, boost general consumer confidence in its business, or
prevent credit card fraud and identity theft, Monitronics may be required to make
unplanned capital expenditures or expend other resources. Any such loss of
confidence in Monitronics’ business or additional capital expenditure requirement
could have a material adverse effect on its business, financial condition and results
of operations.

Monitronics’ reputation as a service provider of high quality security offerings may
be adversely affected by product defects or shortfalls in customer service.

Monitronics’ business depends on its reputation and ability to maintain good
relationships with its subscribers, dealers and local regulators, among others. Its
reputation may be harmed either through product defects, such as the failure of one
or more of its subscribers’ alarm systems, or shortfalls in customer service.
Subscribers generally judge Monitronics’ performance through their interactions
with the staff at the monitoring and customer care centers, dealers and technicians
who perform on-site maintenance services. Any failure to meet subscribers’
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expectations in such customer service areas could cause an increase in attrition
rates or make it difficult to recruit new subscribers. Any harm to Monitronics’
reputation or subscriber relationships caused by the actions of its dealers,
personnel or third party service providers or any other factors could have a
material adverse effect on its business, financial condition and results of
operations.

A loss of experienced employees could adversely affect Monitronics.

The success of Monitronics has been largely dependent upon the active
participation of its officers and employees. The loss of the services of key
members of its management for any reason may have a material adverse effect on
its operations and the ability to maintain and grow its business. Monitronics
depends on the managerial skills and expertise of its management and employees
to provide customer service by, among other things, monitoring and responding to
alarm signals, coordinating equipment repairs, administering billing and
collections under the alarm monitoring contracts and administering and providing
dealer services under the contract acquisition agreements. There is no assurance
that Monitronics will be able to retain its current management and other
experienced employees or replace them satisfactorily to the extent they leave its
employ. The loss of Monitronics' experienced employees’ services and expertise
could materially and adversely affect Monitronics’ business.
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Monitronics’ acquisition strategy may not be successful.

One focus of Monitronics’ strategy is to seek opportunities to grow free cash flow
through strategic acquisitions, which may include leveraged acquisitions.
However, there can be no assurance that Monitronics will be able to consummate
that strategy, and if Monitronics is not able to invest its capital in acquisitions that
are accretive to free cash flow it could negatively impact its growth. Monitronics’
ability to consummate such acquisitions may be negatively impacted by various
factors, including among other things:

•failure to identify attractive acquisition candidates on acceptable terms;
•competition from other bidders;
•inability to raise any required financing; and

•
antitrust or other regulatory restrictions, including any requirements that may be
imposed by government agencies as a condition to any required regulatory
approval.

If Monitronics engages in any acquisition, it will incur a variety of costs, and may
never realize the anticipated benefits of the acquisition. If Monitronics undertakes
any acquisition, the process of operating such acquired business may result in
unforeseen operating difficulties and expenditures, including the assumption of the
liabilities and exposure to unforeseen liabilities of such acquired business and the
possibility of litigation or other claims in connection with, or as a result of, such an
acquisition, including claims from terminated employees, customers, former
stockholders or other third parties. Moreover, Monitronics may fail to realize the
anticipated benefits of any acquisition as rapidly as expected or at all, and it may
experience increased attrition in its subscriber base and/or a loss of dealer
relationships and difficulties integrating acquired businesses, technologies and
personnel into its business or achieving anticipated operations efficiencies or cost
savings. Future acquisitions could cause Monitronics to incur debt and expose it to
liabilities. Further, Monitronics may incur significant expenditures and devote
substantial management time and attention in anticipation of an acquisition that is
never realized. Lastly, while it intends to implement appropriate controls and
procedures as it integrates any acquired companies, Monitronics may not be able
to certify as to the effectiveness of these companies’ disclosure controls and
procedures or internal control over financial reporting within the time periods
required by U.S. federal securities laws and regulations.

We may be unable to obtain future financing on terms acceptable to Monitronics
or at all, which may hinder Monitronics’ ability to grow its business.

Monitronics intends to continue to pursue growth through the acquisition of
subscriber accounts through its authorized dealer network and its direct to
consumer channel in LiveWatch, among other means. To continue its growth
strategy, it intends to make additional drawdowns under the revolving credit
portion of its Credit Facility and may seek financing through new credit
arrangements or the possible sale of new securities, any of which may lead to
higher leverage or result in higher borrowing costs. In addition, any future
downgrade in Monitronics’ credit rating could also result in higher borrowing costs.
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An inability to obtain funding through external financing sources on favorable
terms or at all is likely to adversely affect Monitronics’ ability to continue or
accelerate its subscriber account acquisition activities.

Monitronics has a substantial amount of indebtedness and the costs of servicing
that debt may materially affect its business.

Monitronics has a significant amount of indebtedness.  As of December 31, 2015,
Monitronics had principal indebtedness of $1,667,909,000, related to terms loans
and a revolving credit facility both under its senior secured credit agreement
(together referred to as the "Credit Facility"), and $585,000,000 of 9.125% senior
notes (the "Senior Notes"). At December 31, 2015, Monitronics also had
outstanding 9.868% promissory note of $100,000,000 due to the Company,
$88,000,000 of which has since been contributed to Monitronics’ stated capital and
the remaining $12,000,000 of which is currently outstanding and subject to an
amended and restated promissory note that is subject to an interest rate of 12.5%. 
That substantial indebtedness, combined with its other financial obligations and
contractual commitments, could have important consequences to us.  For example,
it could:

•

make it more difficult for Monitronics to satisfy its obligations with respect to its
existing and future indebtedness, and any failure to comply with the obligations
under any of the agreements governing its indebtedness could result in an event of
default under such agreements;

•
require Monitronics to dedicate a substantial portion of any cash flow from
operations (which also constitutes substantially all of our cash flow) to the
payment of interest and principal due under its indebtedness, which will
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reduce funds available to fund future subscriber account acquisitions, working
capital, capital expenditures and other general corporate requirements;
•increase its vulnerability to general adverse economic and industry conditions;

•limit its flexibility in planning for, or reacting to, changes in its business and the
markets in which it operates;

•
limit Monitronics’ ability to obtain additional financing required to fund future
subscriber account acquisitions, working capital, capital expenditures and other
general corporate requirements;
•expose Monitronics to market fluctuations in interest rates;

•place Monitronics at a competitive disadvantage compared to some of its
competitors that are less leveraged;
•reduce or delay investments and capital expenditures; and

•
cause any refinancing of Monitronics’ indebtedness to be at higher interest rates
and require Monitronics to comply with more onerous covenants, which could
further restrict its business operations.

17
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The agreements governing Monitronics' various debt obligations, including its
Credit Facility and the indenture governing the Senior Notes, impose restrictions
on its business and the business of its subsidiaries and such restrictions could
adversely affect Monitronics’ ability to undertake certain corporate actions.

The agreements governing Monitronics’ indebtedness restrict its ability to, among
other things:

•incur additional indebtedness;
•make certain dividends or distributions with respect to any of its capital stock;
•make certain loans and investments;
•create liens;
•enter into transactions with affiliates, including Ascent Capital;
•restrict subsidiary distributions;
•dissolve, merge or consolidate;
•annual limits on the amount of capital expenditures;
•transfer, sell or dispose of assets;
•enter into or acquire certain types of alarm monitoring contracts;
•enter into certain transactions with affiliates;
•make certain amendments to its organizational documents;
•make changes in the nature of its business;
•enter into certain burdensome agreements;
•make accounting changes;
•use proceeds of loans to purchase or carry margin stock; and
•allow the suspension of alarm licenses.

In addition, Monitronics also must comply with certain financial covenants under
the Credit Facility that require it to maintain a consolidated total leverage ratio (as
defined in the Credit Facility) of not more than 5.00 to 1.00, a consolidated senior
secured leverage ratio (as defined in the Credit Facility) of not more than 3.25 to
1.00, a consolidated interest coverage ratio (as defined in the Credit Facility) of not
less than 2.00 to 1.00, each of which is calculated quarterly on a trailing
twelve-month basis. In addition, the revolving portion of the Credit Facility
requires Monitronics to maintain a consolidated senior secured RMR leverage ratio
(as defined in the Credit Facility) of no more than 28.0 to 1.00, calculated
quarterly, and an attrition rate (as defined in the Credit Facility) of no more than
15.0%, calculated quarterly on a trailing twelve-month basis. If Monitronics
cannot comply with any of these financial covenants, or if Monitronics or any of
its subsidiaries fails to comply with the restrictions contained in the Credit Facility,
such failure could lead to an event of default and Monitronics may not be able to
make additional drawdowns under the revolving portion of the Credit Facility,
which would limit its ability to manage its working capital requirements. In
addition, failure to comply with the financial covenants or restrictions contained in
the Credit Facility could lead to an event of default, which could result in the
acceleration of a substantial amount of Monitronics’ indebtedness.

Monitronics may pursue business opportunities that diverge from its current
business model, which may cause its business to suffer.
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Monitronics may pursue business opportunities that diverge from its current
business model, including expanding its products or service offerings, investing in
new and unproven technologies, adding customer acquisition channels (including,
for example, increased direct marketing efforts) and forming new alliances with
companies to market its services. Monitronics can offer no assurance that any such
business opportunities will prove to be successful. Among other negative effects,
Monitronics’ pursuit of such business opportunities could cause its cost of
investment in new customers to grow at a faster rate than its recurring revenue.
Additionally, any new alliances or customer acquisition channels could have
higher cost structures than Monitronics’ current arrangements, which could reduce
operating margins and require more working capital. In the event that working
capital requirements exceed operating cash flow, Monitronics might be required to
draw on its Credit Facility or pursue other external financing, which may not be
readily available. Any of these factors could materially and adversely affect
Monitronics’ business, financial condition, results of operations and cash flows.

Third party claims with respect to Monitronics’ intellectual property, if decided
against Monitronics, may result in competing uses of Monitronics’ intellectual
property or require the adoption of new, non-infringing intellectual property.

Monitronics has received and may continue to receive notices claiming it
committed intellectual property infringement, misappropriation or other
intellectual property violations and third parties have claimed, and may, in the
future, claim that Monitronics does not own or have rights to use all intellectual
property rights used in the conduct of its business. While Monitronics does not
believe that any of the currently outstanding claims are material, there can be no
assurance that third
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parties will not assert future infringement claims against it or claim that its rights
to its intellectual property are invalid or unenforceable, and Monitronics cannot
guarantee that these claims will be unsuccessful. Any claims involving rights to
use the "Monitronics" mark or the "LiveWatch" mark could have a material
adverse effect on Monitronics’ business if such claims were decided against
Monitronics and Monitronics was precluded from using or licensing the
“Monitronics” mark or the "LiveWatch" mark or others were allowed to use such
mark. If Monitronics was required to adopt a new name, it would entail marketing
costs in connection with building up recognition and goodwill in such new name.
In the event that Monitronics was enjoined from using any of its other intellectual
property, there would be costs associated with the replacement of such intellectual
property with developed, acquired or licensed intellectual property. There would
also be costs associated with the defense and settlement of any infringement or
misappropriation allegations and any damages that may be awarded.

Factors Relating to Regulatory Matters

"False Alarm" ordinances could adversely affect Monitronics’ business and
operations.

Significant concern has arisen in certain municipalities about the high incidence of
false alarms. In some localities, this concern has resulted in local ordinances or
policies that restrict police response to third-party monitored burglar alarms. In
addition, an increasing number of local governmental authorities have considered
or adopted various measures aimed at reducing the number of false alarms,
including:

•subjecting alarm monitoring companies to fines or penalties for transmitting false
alarms;
•imposing fines on alarm monitoring services customers for false alarms;

•imposing limitations on the number of times the police will respond to alarms at a
particular location; and

•requiring further verification of an alarm signal, such as visual verification or
verification to two different phone numbers, before the police will respond.

Enactment of these measures could adversely affect Monitronics’ future operations
and business. For example, numerous cities or metropolitan areas have
implemented verified response ordinances or policies for residential and
commercial burglar alarms. A verified response policy means that police officers
generally do not respond to an alarm until someone else (e.g., the resident, a
neighbor or a security guard) first verifies that it is valid. Some alarm monitoring
companies operating in these areas hire security guards or use third-party guard
firms to verify an alarm. If Monitronics needs to hire security guards or use
third-party guard firms, it could have a material adverse effect on its business
through either increased servicing costs, which could negatively affect the ability
to properly fund its ongoing operations, or increased costs to its customers, which
may limit its ability to attract new customers or increase its subscriber attrition
rates. In addition, the perception that police departments will not respond to
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third-party monitored burglar alarms, may reduce customer satisfaction with
traditional monitored alarm systems, which may also result in increased attrition
rates or decreased customer demand. Although Monitronics has less than 50,000
subscribers in areas covered by these ordinances or policies, a more widespread
adoption of such a policy or similar policies in other cities or municipalities could
materially and adversely affect its business.

Monitronics’ business operates in a regulated industry.

Monitronics’ business, operations and dealers are subject to various U.S. federal,
state and local consumer protection laws, licensing regulation and other laws and
regulations, and, to a lesser extent, similar Canadian laws and regulations. While
there are no U.S. federal laws that directly regulate the security alarm monitoring
industry, Monitronics’ advertising and sales practices and that of its dealer network
are subject to regulation by the U.S. Federal Trade Commission (the "FTC") in
addition to state consumer protection laws. The FTC and the Federal
Communications Commission have issued regulations that place restrictions on,
among other things, unsolicited automated telephone calls to residential and
wireless telephone subscribers by means of automatic telephone dialing systems
and the use of prerecorded or artificial voice messages. If Monitronics (through its
direct marketing efforts) or Monitronics’ dealers were to take actions in violation of
these regulations, such as telemarketing to individuals on the "Do Not Call"
registry, it could be subject to fines, penalties, private actions or enforcement
actions by government regulators. Monitronics has been named, and may be
named in the future, as a defendant in litigation arising from alleged violations of
the Telephone Consumer Protection Act (the "TCPA"). While Monitronics
endeavors to comply with the TCPA, no assurance can be given that Monitronics
will not be exposed to liability as a result of its or its dealers direct marketing
efforts. In addition, although Monitronics has taken steps to insulate itself from
any such wrongful conduct by its dealers, and to require its dealers to comply with
these laws and regulations, no assurance can be given that it will not be exposed to
liability as result of its dealers’ conduct. If Monitronics or any such dealers do not
comply with applicable laws, Monitronics may be exposed to increased liability
and penalties. Further, to the extent that any changes in law or regulation further
restrict the lead generation activity of Monitronics or its dealers, these restrictions
could result in a material reduction in subscriber acquisition opportunities,
reducing the growth prospects of its business and adversely affecting its financial
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condition and future cash flows. In addition, most states in which Monitronics
operates have licensing laws directed specifically toward the monitored security
services industry. Monitronics’ business relies heavily upon wireline and cellular
telephone service to communicate signals. Wireline and cellular telephone
companies are currently regulated by both federal and state governments. Changes
in laws or regulations could require Monitronics to change the way it operates,
which could increase costs or otherwise disrupt operations. In addition, failure to
comply with any such applicable laws or regulations could result in substantial
fines or revocation of its operating permits and licenses, including in geographic
areas where its services have substantial penetration, which could adversely affect
its business and financial condition. Further, if these laws and regulations were to
change or Monitronics failed to comply with such laws and regulations as they
exist today or in the future, its business, financial condition and results of
operations could be materially and adversely affected.

Increased adoption of statutes and governmental policies purporting to void
automatic renewal provisions in the alarm monitoring contracts, or purporting to
characterize certain charges in the alarm monitoring contracts as unlawful, could
adversely affect Monitronics’ business and operations.

The alarm monitoring contracts typically contain provisions automatically
renewing the term of the contract at the end of the initial term, unless a
cancellation notice is delivered in accordance with the terms of the contract. If the
customer cancels prior to the end of the contract term, other than in accordance
with the contract, Monitronics may charge the customer an early cancellation fee
as specified in the contract, which typically allows Monitronics to charge 80% of
the amounts that would have been paid over the remaining term of the contract.
Several states have adopted, or are considering the adoption of, consumer
protection policies or legal precedents which purport to void or substantially limit
the automatic renewal provisions of contracts such as the alarm monitoring
contracts, or otherwise restrict the charges that can be imposed upon contract
cancellation. Such initiatives could negatively impact Monitronics’ business.
Adverse judicial determinations regarding these matters could increase legal
exposure to customers against whom such charges have been imposed, and the risk
that certain customers may seek to recover such charges through litigation. In
addition, the costs of defending such litigation and enforcement actions could have
an adverse effect on Monitronics’ business and operations.
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Factors Relating to Our Common Stock

It may be difficult for a third party to acquire us, even if doing so may be
beneficial to our shareholders.

Certain provisions of our certificate of incorporation and bylaws may discourage,
delay or prevent a change in control of our company that our shareholders may
consider favorable. These provisions include the following:

•

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

•
authorizing the issuance of “blank check” preferred stock, which could be issued by
our board of directors to increase the number of outstanding shares and thwart a
takeover attempt;

•
classifying our board of directors with staggered three-year terms, which may
lengthen the time required to gain control of our board of directors through a
proxy contest or exercise of voting rights;
•limiting who may call special meetings of shareholders;

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

•
establishing advance notice requirements for nominations of candidates for
election to our board of directors or for proposing matters that can be acted upon
by shareholders at shareholder meetings;

•

requiring shareholder approval by holders of at least 80% of our voting power or
the approval by at least 75% of our board of directors with respect to certain
extraordinary matters, such as a merger or consolidation of our company, a sale of
all or substantially all of our assets or an amendment to our certificate of
incorporation;

•

requiring the consent of the holders of at least 75% of the outstanding Series B
Common Stock (voting as a separate class) to certain share distributions and other
corporate actions in which the voting power of the Series B Common Stock would
be diluted, for example by issuing shares having multiple votes per share as a
dividend to holders of Series A Common Stock; and

•

the existence of authorized and unissued stock which would allow our board of
directors to issue shares to persons friendly to current management, thereby
protecting the continuity of its management, or which could be used to dilute the
stock ownership of persons seeking to obtain control of us.

In addition, Monitronics’ Credit Facility provides that the occurrence of specified
change of control events will result in an event of default thereunder, and the
Senior Notes include a covenant that requires Monitronics to make an offer to
purchase all outstanding Senior Notes, at 101% of par, upon the occurrence of
specified change of control events, each of which could cause an acquisition of our
company to be prohibitively expensive for a potential bidder.

 Our stock price has been volatile in the past and may decline in the future.
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Our common stock has experienced significant price and volume fluctuations in
the past. For example, during 2015, our stock price fluctuated from a high of
$53.09 to a low of $15.26. Investors may not be able to sell their shares at or above
the price at which they were purchased. The market price of our common stock
may experience significant fluctuations in the future depending upon a number of
factors, some of which are beyond our control. Factors that could affect our stock
price and trading volume include, among others, the perceived prospects of our
business; differences between anticipated and actual operating results; changes in
analysts' recommendations or projections; the commencement and/or results of
litigation and other legal proceedings; and future sales of our common stock by us
or by significant shareholders, officers and directors. In addition, stock markets in
general have experienced extreme price and volume volatility from time to time,
which may adversely affect the market price of our common stock for reasons
unrelated to our performance.

Holders of a single series of our common stock may not have any remedies if an
action by our directors has an adverse effect on only that series of our common
stock.

Principles of Delaware law and the provisions of our certificate of incorporation
may protect decisions of our board of directors that have a disparate impact upon
holders of any single series of our common stock. Under Delaware law, the board
of directors has a duty to act with due care and in the best interests of all of our
shareholders, including the holders of all series of our common stock. Principles of
Delaware law established in cases involving differing treatment of multiple classes
or series of stock provide that a board of directors owes an equal duty to all
common shareholders regardless of class or series and does not have separate or
additional duties to any group of shareholders. As a result, in some circumstances,
our directors may be required to make a decision that is viewed as adverse to the
holders of one series of our common stock. Under the principles of Delaware law
and the business judgment rule, holders may not be able to successfully challenge
decisions that they believe have a disparate impact upon the holders of one series
of our stock if our board of directors is disinterested and independent
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with respect to the action taken, is adequately informed with respect to the action
taken and acts in good faith and in the honest belief that the board is acting in the
best interest of all of our stockholders.

Although our Series B Common Stock trades on the OTC Markets, there is no
meaningful trading market for the stock.

Our Series B Common Stock is not widely held, with 95% of the outstanding
shares as of December 31, 2015 beneficially owned by John C. Malone, a former
director of the Company, and William Fitzgerald, Ascent Capital's Chairman,
President and Chief Executive Officer. Although it is quoted on the OTC Markets,
it is sparsely traded and does not have an active trading market.  The OTC Markets
tends to be highly illiquid, in part, because there is no national quotation system by
which potential investors can track the market price of shares except through
information received or generated by a limited number of broker-dealers that make
markets in particular stocks. There is also a greater chance of market volatility for
securities that trade on the OTC Markets as opposed to a national exchange or
quotation system. This volatility is due to a variety of factors, including a lack of
readily available price quotations, lower trading volume, absence of consistent
administrative supervision of “bid” and “ask” quotations, and market conditions. Each
share of the Series B Common Stock is convertible, at any time at the option of the
holder, into one share of Series A Common Stock, which is listed and traded on
the NASDAQ Global Select Market under the symbol "ASCMA."

Factors Relating to Ascent Capital and Its Corporate History and Structure

We have a history of losses and may incur losses in the future.

Monitronics, our primary operating subsidiary, incurred losses in each of its last
five full fiscal years. In future periods, we may not be able to achieve or sustain
profitability on a consistent quarterly or annual basis.  Failure to maintain
profitability in future periods may materially and adversely affect the market price
of our common stock.

We are a holding company and derive substantially all of our revenue and cash
flow from our primary operating subsidiary, Monitronics.

Monitronics is a separate and independent legal entity and has no obligation to
make funds available to us, whether in the form of loans, dividends or otherwise.
The ability of Monitronics to pay dividends to us is subject to, among other things,
compliance with covenants in its Credit Facility and Senior Note indenture, the
availability of sufficient earnings and funds, and applicable state laws. As of
December 31, 2015, Monitronics had principal indebtedness of $1,667,909,000,
excluding the 9.868% promissory note for $100,000,000 due to the Company,
which has since been amended and restated as discussed above.  Claims of other
creditors of Monitronics have priority as to its assets over our claims and those of
our creditors and shareholders. In addition, for the year ended December 31, 2015,
the Company had approximately $$96,775,000 principal outstanding under its
4.00% Convertible Senior Notes due July 15, 2020 (the "Convertible Notes").
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Although we currently have sufficient cash reserves at the Company to service our
obligations under the Convertible Notes, our sources of cash remain limited as a
result of our holding company structure and the restrictions on Monitronics’ ability
to distribute cash to our company.

An inability to access capital markets at attractive rates could materially increase
our expenses.

Although we currently have sufficient cash and investments available to meet our
anticipated capital requirements for the foreseeable future, we may in the future
require access to capital markets as a source of liquidity for investments and
expenditures. In any such event, there can be no assurance that we would be able
to obtain financing on terms acceptable to us or at all. If our ability to access
required capital were to become significantly constrained, we could incur material
borrowing costs, our financial condition could be harmed and future results of
operations could be adversely affected.

Goodwill and other identifiable intangible assets represent a significant portion of
our total assets, and we may never realize the full value of our intangible assets.

As of December 31, 2015, we had goodwill of $563,549,000, which represents
approximately 26% of total assets. Goodwill was recorded in connection with the
Monitronics, Security Networks, and LiveWatch acquisitions. The Company
accounts for its goodwill pursuant to the provisions of FASB ASC Topic 350,
Intangibles-Goodwill and Other ("FASB ASC Topic 350"). In accordance with
FASB ASC Topic 350, goodwill is tested for impairment annually or when events
or changes in circumstances occur that would, more likely than not, reduce the fair
value of an asset below its carrying value, resulting in an impairment. Impairments
may result from, among other things, deterioration in financial and operational
performance, declines in stock price, increased attrition, adverse market
conditions, adverse changes in applicable laws and/or regulations, deterioration of
general macroeconomic conditions, fluctuations in foreign exchange rates,
increased competitive markets in which Monitronics
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operates in, declining financial performance over a sustained period, changes in
key personnel and/or strategy, and a variety of other factors.

The amount of any quantified impairment must be expensed immediately as a
charge to results of operations. Any impairment charge relating to goodwill or
other intangible assets would have the effect of decreasing our earnings or
increasing our losses in such period. At least annually, or as circumstances arise
that may trigger an assessment, we will test our goodwill for impairment. There
can be no assurance that our future evaluations of goodwill will not result in our
recognition of impairment charges, which may have a material adverse effect on
our financial statements and results of operations.

We may have substantial indemnification obligations under certain inter-company
agreements we entered into in connection with the 2008 spin-off of our company
from DHC (the "2008 spin-off").

Pursuant to our tax sharing agreement with DHC, we have agreed to be responsible
for all taxes attributable to us or any of our subsidiaries, whether accruing before,
on or after the 2008 spin-off (subject to specified exceptions). We have also agreed
to be responsible for and indemnify DHC with respect to (i) certain taxes
attributable to DHC or any of its subsidiaries (other than Discovery
Communications, LLC) and (ii) all taxes arising as a result of the 2008 spin-off
(subject to specified exceptions). Our indemnification obligations under the tax
sharing agreement are not limited in amount or subject to any cap. Pursuant to the
reorganization agreement we entered into with DHC in connection with the 2008
spin-off, we assumed certain indemnification obligations designed to make our
company financially responsible for substantially all non-tax liabilities that may
exist relating to the business of our former subsidiary, Ascent Media Group, LLC,
whether incurred prior to or after the 2008 spin-off, as well as certain obligations
of DHC. Any indemnification payments under the tax sharing agreement or the
reorganization agreement could be substantial.

ITEM 1B.  UNRESOLVED STAFF COMMENTS

None.

ITEM 2.  PROPERTIES

Currently, the Company leases approximately 59,000 square feet of office space in
California of which 43,000 is being subleased to third parties.  The Company
leases approximately 4,000 square feet of office space in Colorado. The Company
owns 29,000 square feet of office space in California and 15,000 square feet of
office space in the United Kingdom. The Company is currently exploring
opportunities to dispose of or monetize such real property.

Monitronics leases approximately 165,000 square feet in Farmers Branch, Texas to
house its executive offices, monitoring and certain call centers, sales and
marketing and data retention functions.  Monitronics also leases approximately
16,000 square feet in Dallas, Texas and 13,000 square feet in McKinney, Texas, of
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office space that support our monitoring operations and back up facility.

LiveWatch leases approximately 10,000 square feet of office space in St Marys,
Kansas to house its sales, fulfillment function and software development.
Additionally, LiveWatch leases approximately 1,500 square feet of office space in
Evanston, Illinois for its general administrative functions.

ITEM 3.  LEGAL PROCEEDINGS

From time to time, the Company is involved in litigation and similar claims
incidental to the conduct of its business.  Although no assurances can be given, in
the opinion of management, none of the pending actions is likely to have a
material adverse impact on the Company’s financial position or results of
operations, either individually or in the aggregate.

ITEM 4.  MINE SAFETY DISCLOSURES

None.
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PART II

ITEM 5.  MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED
STOCKHOLDER MATTERS AND ISSUER PURCHASES OF EQUITY
SECURITIES

Market Information

We have two series of common stock outstanding.  Holders of our Series A
common stock are entitled to one vote for each share held, and holders of our
Series B common stock are entitled to 10 votes for each share held, as well as a
separate class vote on certain corporate actions.  Each share of the Series B
common stock is convertible, at the option of the holder, into one share of Series A
common stock; the Series A common stock is not convertible.  Except for such
voting rights, conversion rights and designations, shares of Series A common stock
and Series B common stock are substantially identical.

Our Series A common stock trades on the NASDAQ Global Select Market under
the symbol ASCMA.  Our Series B common stock is eligible for quotation on the
OTC Markets under the symbol ASCMB, but it is not actively traded.  The
following table sets forth the quarterly range of high and low sales prices of shares
of our Series A common stock for the years ended December 31, 2015 and 2014. 

Series A
High Low
Amounts in U.S. Dollar

2015
First quarter 53.09 38.78
Second quarter 44.17 37.83
Third quarter 43.68 25.96
Fourth quarter 32.18 15.26
2014
First quarter 85.61 66.04
Second quarter 79.02 59.80
Third quarter 67.35 59.31
Fourth quarter 64.99 49.22

The following table sets forth the quarterly range of high and low sales prices of
shares of our Series B common stock for the years ended December 31, 2015 and
2014, as reported by the OTC Markets. This information represents inter-dealer
prices without dealer mark-ups, mark-downs or commissions, and may not be
indicative of the value of the common stock or the existence of an active market. 

Series B
High Low
Amounts in U.S. Dollar

2015
First quarter 57.87 48.37
Second quarter 44.37 41.00
Third quarter 44.00 30.00
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Fourth quarter 31.13 20.00
2014
First quarter 80.96 67.75
Second quarter 73.07 64.00
Third quarter 65.00 63.37
Fourth quarter 64.75 57.87
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Holders

As of January 29, 2016, there were approximately 760 record holders of our Series
A common stock and 50 record holders of our Series B common stock (which
amounts do not include the number of shareholders whose shares are held of
record by banks, brokerage houses or other institutions, but include each institution
as one shareholder).

Dividends

We have not paid any cash dividends on our common stock and have no present
intention to do so.  Any payment of cash dividends in the future will be determined
by our Board of Directors in light of our earnings, financial condition, alternative
uses for cash and other relevant considerations.

Securities Authorized for Issuance under Equity Compensation Plans

Information required by this item is incorporated by reference to our definitive
proxy statement for our 2016 Annual Meeting of stockholders.

Stock Performance Graph

The following performance graph and related information shall not be deemed
"soliciting material" or "filed" with the SEC, nor shall such information be
incorporated by reference into any future filings under the Securities Act of 1933
or the Securities Exchange Act of 1934, each as amended, except to the extent we
specifically incorporate it by reference into such filing.
The following graph sets forth the percentage change in the cumulative total
shareholder return on our Series A and Series B common stock for the preceding
5-year period ended December 31, 2015, as compared to the NASDAQ Stock
Market Index over the same period.  The graph assumes $100 was originally
invested on December 31, 2011.

The comparisons in the graph below are based on historical data and are not
intended to forecast the possible future performance of our Series A and Series B
common stock.

12/31/2011 12/31/2012 12/31/2013 12/31/2014 12/31/2015
ASCMA Series A $100.00 $122.12 $168.69 $104.36 $32.97
ASCMB Series B $100.00 $146.25 $205.00 $144.68 $50.00
NASDAQ Stock
Market Index $100.00 $115.91 $160.32 $181.80 $192.21
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Purchases of Equity Securities by the Issuer

The following table sets forth information concerning the Company’s purchase of
its own equity securities during the three months ended December 31, 2015:

Period

Total number of
shares
purchased /
surrendered (1)

Average price
paid per share

Total Number of
Shares (or Units)
Purchased as Part
of Publicly
Announced Plans
or Programs

Maximum Number (or
Approximate Dollar
Value) or Shares (or
Units) that May Yet Be
Purchased Under the
Plans or Programs

10/1/2015 -
10/31/15 86,700 $ 28.05 — (1)

11/1/2015 -
11/30/15 — — —

12/1/2015 -
12/31/15 6,136 (2) 16.97 —

Total 92,836 $ 27.32 —

(1)        On June 16, 2011, the Company announced that it received authorization
to implement a share repurchase program, pursuant to which it could purchase up
to $25,000,000 of its shares of Series A Common Stock, par value $0.01, from
time to time. On November 14, 2013, November 10, 2014 and September 4, 2015,
the Company’s Board of Directors authorized, at each date, the repurchase of an
incremental $25,000,000 of its Series A Common Stock. As of December 31,
2015, 2,002,425 shares of Series A Common Stock had been purchased, at an
average price paid of $44.99 per share, pursuant to these authorizations.  As of
December 31, 2015, the remaining availability under the Company's existing stock
repurchase program will enable the Company to purchase up to an aggregate of
approximately $9,910,000 of Series A Common Stock. The Company may also
purchase shares of its Series B Common Stock, par value $0.01 per share, under
the increased program.

(2)These shares were withheld in payment of withholding taxes by certain of our
employees upon vesting of their restricted share awards in December 2015.

ITEM 6. SELECTED FINANCIAL DATA

The balance sheet data as of December 31, 2015 and 2014, and the statements of
operations data for the years ended December 31, 2015, 2014 and 2013, all of
which are set forth below, are derived from the accompanying consolidated
financial statements and notes included elsewhere in this Annual Report and
should be read in conjunction with those financial statements and the notes thereto.
The balance sheet data as of December 31, 2013, 2012 and 2011 and the
statements of operations data for the years ended December 31, 2012 and 2011
shown below were derived from previously issued financial statements including a
reclass of deferred financing costs and current deferred taxes as required by the
adoption of new pronouncements from the Financial Accounting Standards Board.
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December 31,
2015 2014 2013 2012 2011
(amounts in thousands)

Summary Balance Sheet
Data:
Current assets $123,273 176,500 196,894 257,866 284,012
Property and
Equipment, net $32,440 36,010 56,528 56,491 74,697

Total assets $2,173,305 2,163,342 2,191,359 1,677,780 1,619,693
Current liabilities $86,211 91,143 95,568 72,150 124,807
Long-term debt,
excluding current
portion

$1,713,868 1,595,649 1,544,792 1,074,127 891,347

Stockholders’ equity $324,769 439,688 514,757 508,603 550,678
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Years ended December 31,
2015 2014 2013 2012 2011
(amounts in thousands, except per share amounts)

Summary Statement of
Operations Data:
Net revenue $563,356 539,449 451,033 344,953 311,898
Operating income $49,367 78,198 71,556 49,642 22,341
Net loss from continuing
operations $(86,236 ) (37,448 ) (21,600 ) (25,001 ) (28,901 )

Net income (loss) (a) $(83,384 ) (37,752 ) (21,471 ) (29,349 ) 19,888
Basic and diluted net
income (loss) per common
share (b)

$(6.44 ) (2.77 ) (1.54 ) (2.09 ) 1.40

(a)        Includes a gain on the sale of Content Distribution of $66,136,000 and
related income tax expense of $6,716,000 for the year ended December 31, 2011. 
The gain and related tax expense is included in discontinued operations.
(b)        Diluted net income (loss) per common share is computed the same as basic
net income (loss) per share for all periods presented because the Company
recorded a loss from continuing operations in all periods presented, which would
make potentially dilutive securities antidilutive.

ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS

The following discussion and analysis provides information concerning our results
of operations and financial condition. This discussion should be read in
conjunction with our accompanying consolidated financial statements and the
notes thereto included elsewhere herein.

At December 31, 2015, our assets consisted primarily of our wholly-owned
operating subsidiary, Monitronics.

Overview

Monitronics and Subsidiaries

On December 17, 2010, we acquired 100% of the outstanding capital stock of
Monitronics, through the merger of Mono Lake Merger Sub, Inc., a direct
wholly-owned subsidiary of Ascent Capital established to consummate the merger,
with and into Monitronics, with Monitronics as the surviving corporation in the
merger (the “Monitronics Acquisition”).  On August 16, 2013, Monitronics acquired
all of the equity interests of Security Networks and certain affiliated entities in the
Security Networks Acquisition. On February 23, 2015, Monitronics acquired
LiveWatch, a DIY home security provider.

Monitronics provides security alarm monitoring and related services to residential
and business subscribers throughout the U.S. and parts of Canada.  Monitronics
monitors signals arising from burglaries, fires, medical alerts and other events

Edgar Filing: FIRST AMERICAN CORP - Form PRE 14A

58



through security systems at subscribers’ premises.  Nearly all of its revenues are
derived from monthly recurring revenues under security alarm monitoring
contracts acquired through its exclusive nationwide network of independent
dealers.

Revenues are recognized as the related monitoring services are provided. Other
revenues are derived from the provision of third-party contract monitoring services
and from field technical repair services.  Additionally, LiveWatch generates
revenue from equipment sales that is recognized as the equipment is shipped to the
customer. All direct external costs associated with the creation of subscriber
accounts and certain internal direct costs, including bonus incentives for account
activations at LiveWatch, are capitalized and amortized over fifteen years using a
declining balance method beginning in the month following the date of acquisition.

Attrition

Account cancellation, otherwise referred to as subscriber attrition, has a direct
impact on the number of subscribers that Monitronics services and on its financial
results, including revenues, operating income and cash flow.  A portion of the
subscriber base can be expected to cancel its service every year. Subscribers may
choose not to renew or terminate their contract for a variety of reasons, including
relocation, cost and switching to a competitor’s service.  The largest category of
canceled accounts relate to subscriber relocation or the inability to contact the
subscriber.  Monitronics defines its attrition rate as the number of canceled
accounts in a given period divided by the weighted average of number of
subscribers for that period. 
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Monitronics considers an account canceled if payment from the subscriber is
deemed uncollectible or if the subscriber cancels for various reasons.  If a
subscriber relocates but continues its service, this is not a cancellation.  If the
subscriber relocates, discontinues its service and a new subscriber takes over the
original subscriber’s service continuing the revenue stream, this is also not a
cancellation.  Monitronics adjusts the number of canceled accounts by excluding
those that are contractually guaranteed by its dealers.  The typical dealer contract
provides that if a subscriber cancels in the first year of its contract, the dealer must
either replace the canceled account with a new one or refund to Monitronics the
cost paid to acquire the contract. To help ensure the dealer’s obligation to
Monitronics, Monitronics typically maintains a dealer funded holdback reserve
ranging from 5-10% of subscriber accounts in the guarantee period.  In some
cases, the amount of the holdback liability may be less than actual attrition
experience.

The table below presents subscriber data for the twelve months ended
December 31, 2015 and 2014:

Twelve Months Ended
December 31,
2015 2014

Beginning balance of accounts 1,058,962 1,046,155
Accounts acquired 188,941 156,225
Accounts canceled (147,923 ) (135,842 )
Canceled accounts guaranteed by dealer and
acquisition adjustments (a) (10,445 ) (7,576 ) (b)

Ending balance of accounts 1,089,535 1,058,962
Monthly weighted average accounts 1,086,071 1,052,492
Attrition rate (c) (13.6 )% (12.9 )%

(a)Includes canceled accounts that are contractually guaranteed to be refunded
from holdback.

(b)
Includes an increase of 1,101 subscriber accounts associated with multi-site
subscribers that were considered single accounts prior to the completion of the
Security Networks integration in April 2014.

(c)

The recurring monthly revenue ("RMR") attrition rate for the twelve months
ended December 31, 2015 and 2014 was 13.7% and 12.6%, respectively. The
RMR of canceled accounts follows the same definition as subscriber unit
attrition noted above. RMR attrition is defined as the RMR of canceled
accounts in a given period, adjusted for the impact of price increases or
decreases in that period, divided by the weighted average of RMR for that
period. RMR attrition is a commonly used performance indicator in our
industry.

The unit attrition rate for the twelve months ended December 31, 2015 and 2014
was 13.6% and 12.9%, respectively. Increased attrition is primarily the result of an
increase in the number of subscriber accounts reaching the end of their initial
contract term in the period primarily related to the Pinnacle Security bulk buys.
Monitronics purchased approximately 113,000 accounts from Pinnacle Security in
2012 and 2013 which are now experiencing normal end-of-term attrition. The
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Pinnacle Security accounts are contributing approximately 100 basis points of
excess attrition within the overall portfolio. The attrition rate without the Pinnacle
Security accounts as of December 31, 2015 is 12.7%.

Monitronics analyzes its attrition by classifying accounts into annual pools based
on the year of acquisition.  Monitronics then tracks the number of accounts that
cancel as a percentage of the initial number of accounts acquired for each pool for
each year subsequent to its acquisition.  Based on the average cancellation rate
across the pools, Monitronics has averaged less than 1% attrition within the initial
12-month period after considering the accounts which were replaced or refunded
by the dealers at no additional cost to Monitronics.  Over the next few years of the
subscriber account life, the number of subscribers that cancel as a percentage of
the initial number of subscribers in that pool gradually increases and historically
has peaked following the end of the initial contract term, which is typically three to
five years.  The peak following the end of the initial contract term is primarily a
result of the buildup of subscribers that moved or no longer had need for the
service but did not cancel their service until the end of their initial contract term. 
Subsequent to the peak following the end of the initial contract term, the number
of subscribers that cancel as a percentage of the initial number of subscribers in
that pool declines.

Accounts Acquired

During the three months ended December 31, 2015 and 2014, Monitronics
acquired 37,349 and 37,998 subscriber accounts, respectively.

During the years ended December 31, 2015 and 2014, Monitronics acquired
188,941 and 156,225 subscriber accounts, respectively.  Accounts acquired for the
year ended December 31, 2015  included 31,919 accounts from the LiveWatch
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Acquisition in February 2015. Acquired contracts for the years ended
December 31, 2015 and 2014 also include approximately 2,000 and 8,300
accounts, respectively, purchased in various bulk buys throughout the periods.

RMR acquired during the three and twelve months ended December 31, 2015 was
approximately $1,720,000 and $8,188,000, respectively. RMR acquired for the
year ended December 31, 2015  included $909,000 from the LiveWatch
Acquisition in February 2015. RMR acquired during the three and twelve months
ended December 31, 2014 was approximately $1,776,000 and $7,182,000,
respectively.

Adjusted EBITDA

We evaluate the performance of our operations based on financial measures such
as revenue and "Adjusted EBITDA."  Adjusted EBITDA is defined as net income
(loss) before interest expense, interest income, income taxes, depreciation,
amortization (including the amortization of subscriber accounts, dealer network
and other intangible assets), restructuring charges, stock-based compensation, and
other non-cash or non-recurring charges.   Ascent Capital believes that Adjusted
EBITDA is an important indicator of the operational strength and performance of
its business, including the business’ ability to fund its ongoing acquisition of
subscriber accounts, its capital expenditures and to service its debt.  In addition,
this measure is used by management to evaluate operating results and perform
analytical comparisons and identify strategies to improve performance.   Adjusted
EBITDA is also a measure that is customarily used by financial analysts to
evaluate the financial performance of companies in the security alarm monitoring
industry and is one of the financial measures, subject to certain adjustments, by
which Monitronics’ covenants are calculated under the agreements governing their
debt obligations.  Adjusted EBITDA does not represent cash flow from operations
as defined by generally accepted accounting principles ("GAAP"), should not be
construed as an alternative to net income or loss and is indicative neither of our
results of operations nor of cash flows available to fund all of our cash needs.  It is,
however, a measurement that Ascent Capital believes is useful to investors in
analyzing its operating performance.  Accordingly, Adjusted EBITDA should be
considered in addition to, but not as a substitute for, net income, cash flow
provided by operating activities and other measures of financial performance
prepared in accordance with GAAP.  Adjusted EBITDA is a non-GAAP financial
measure.  As companies often define non-GAAP financial measures differently,
Adjusted EBITDA as calculated by Ascent Capital should not be compared to any
similarly titled measures reported by other companies.
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Results of Operations

The following table sets forth selected data from the accompanying consolidated
statements of operations for the periods indicated (amounts in thousands).

Year Ended December 31,
2015 2014 2013

Net revenue (a) $563,356 539,449 451,033
Cost of services 110,246 93,600 74,136
Selling, general, and
administrative, including
stock-based compensation

121,418 102,109 92,002

Amortization of subscriber
accounts, dealer network and
other intangible assets

258,668 253,403 208,760

Gain on disposal of operating
assets, net (1,156 ) (71 ) (5,473 )

Interest expense (123,743 ) (117,464 ) (95,836 )
Income tax expense from
continuing operations (6,505 ) (3,420 ) (3,270 )

Net loss from continuing
operations (86,236 ) (37,448 ) (21,600 )

Net loss (83,384 ) (37,752 ) (21,471 )
Adjusted EBITDA (b)
Monitronics business Adjusted
EBITDA $354,807 362,227 305,250

Corporate Adjusted EBITDA (7,055 ) (7,422 ) (776 )
Total Adjusted EBITDA $347,752 354,805 304,474
Adjusted EBITDA as a
percentage of Revenue
Monitronics business 63.0  % 67.1  % 67.7  %
Corporate (1.3 )% (1.4 )% (0.2 )%

(a)         Net revenue for the years ended December 31, 2015 and 2013 reflects the
negative impact of $359,000 and $2,715,000, respectively, fair value adjustments
that reduced deferred revenue acquired in the Security Networks Acquisition and
LiveWatch Acquisition, respectively.
(b)         See reconciliation to net loss from continuing operations below.

Net Revenue.  Revenue increased $23,907,000, or 4.4%, for the year ended
December 31, 2015 as compared to the corresponding prior year.  The increase in
net revenue is attributable to the growth in the number of subscriber accounts and
the increase in average monthly revenue per subscriber.  The growth in subscriber
accounts reflects the acquisition of over 157,000 accounts through the Monitronics
and LiveWatch subscriber channels, as well as 31,919 accounts from the
LiveWatch Acquisition in February 2015. In addition, average monthly revenue
per subscriber increased from $41.64 as of December 31, 2014 to $41.92 as of
December 31, 2015.  Excluding accounts acquired through the LiveWatch
Acquisition, which had an average monthly revenue per subscriber of $28.46,
Monitronics' average monthly revenue per subscriber increased from $41.64 to
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$42.33 for the period ending December 31, 2015. Net revenue also reflects the
negative impact of a $359,000 fair value adjustment that reduced deferred revenue
acquired in the LiveWatch Acquisition.

Revenue increased $88,416,000, or 19.6%, for the year ended December 31, 2014
as compared to the corresponding prior year.  The increase in net revenue is
attributable to the growth in the number of subscriber accounts and the increase in
average monthly revenue per subscriber.  The increase in net revenue is
attributable to the growth in the number of subscriber accounts and the increase in
average monthly revenue per subscriber.  The growth in subscriber accounts
reflects the acquisition of over 200,000 accounts from the Security Networks
Acquisition in August 2013 and the acquisition of over 145,000 accounts through
Monitronics’ authorized dealer program subsequent to December 31, 2013.  In
addition, average monthly revenue per subscriber increased from $40.90 as of
December 31, 2013 to $41.64 as of December 31, 2014.  Net revenue for the year
ended December 31, 2013 also reflects the negative impact of a $2,715,000 fair
value adjustment that reduced deferred revenue acquired in the Security Networks
Acquisition.

Cost of Services.  Cost of services increased $16,646,000 or 17.8%, for the year
ended December 31, 2015 as compared to the corresponding prior year.  The
increase is attributable to the inclusion of LiveWatch, which expensed equipment
costs associated with the creation of new subscribers of $7,058,000. The increase
is also attributable to the growth in the number of accounts being monitored across
the cellular network, including home automation accounts, and service costs to
upgrade
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existing subscribers' equipment. Service cost of services as a percent of net
revenue increased from 17.4% for the year ended December 31, 2014 to 19.6% for
the year ended December 31, 2015.

Costs of services increased $19,464,000, or 26.3%, for the year ended
December 31, 2014 as compared to the corresponding prior year.  The increase is
attributed to subscriber growth and increases in cellular and service costs as more
accounts are being monitored across the cellular network, which require additional
service costs to upgrade existing subscribers' equipment. In addition, Monitronics
incurred redundant staffing costs at its Dallas, Texas monitoring and call center
facilities through April 2014, when the transition of Security Networks operations
from Florida to Texas was complete. Cost of service as a percent of net revenue
increased from 16.4% for the year ended December 31, 2013 to 17.4% for the year
ended December 31, 2014.

Selling, General and Administrative.  Selling, general and administrative expense
(“SG&A”) increased $19,309,000, or 18.9%, for the year ended December 31, 2015
as compared to the corresponding prior year.  The primary driver of the increase in
SG&A expense is attributable to $11,240,000 of LiveWatch marketing and sales
expense related to the creation of new subscribers. LiveWatch SG&A also includes
$3,930,000 of contingent bonuses payable to LiveWatch's key members of
management in accordance with the employment agreements entered into in
connection with th LiveWatch Acquisition. Other increases in SG&A are one-time
costs incurred by Monitronics of $946,000 related to professional services
rendered in connection with the LiveWatch Acquisition and $720,000 costs
incurred to relocate Monitronics' headquarters in July 2015. These increases are
partially offset by decreases in Monitronics' staffing and operating costs incurred
at its headquarters as a result of the Security Networks' integration being
completed in April 2014. SG&A for the year ended December 31, 2014 also
includes $2,182,000 of incremental costs incurred in connection with Security
Networks integration. SG&A as a percent of net revenue increased from 18.9% for
the year ended December 31, 2014 to 21.6% for the year ended December 31,
2015.

Selling, general and administrative expense (“SG&A”) increased $10,107,000, or
11.0%, for the year ended December 31, 2014 as compared to the corresponding
prior year.  The increase is attributable to increases in Monitronics SG&A costs
which are primarily attributable to subscriber growth over the last twelve months.
In addition, Monitronics incurred redundant staffing and operating costs in its
Dallas, Texas headquarters through April 2014, when the transition of Security
Network operations from Florida to Texas was completed. SG&A as a percent of
net revenue decreased from 20.4% for the year ended December 31, 2013 to 18.9%
for the year ended December 31, 2014.

Amortization of Subscriber Accounts, Dealer Network and Other Intangible
Assets.  Amortization of subscriber accounts, dealer network and other intangible
assets increased $5,265,000 and $44,643,000 for the years ended December 31,
2015 and 2014, respectively, as compared to the corresponding prior years.  The
increases are attributable to amortization of subscriber accounts acquired
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subsequent to each of the preceding years ended. In addition, for the year ended
December 31, 2014, amortization includes approximately $58,126,000 of
amortization expense related to the definite lived intangible assets acquired in the
Security Networks Acquisition as compared to $23,599,000 for the year ended
December 31, 2013.

Gain on the Sale of Assets.  During the year ended December 31, 2015 the
Company sold certain land and building property for approximately $20,170,000
property, resulting in a pre-tax gain of approximately $1,151,000. During the year
ended December 31, 2014 the Company disposed of certain property, resulting in a
pre-tax gain of approximately $71,000. During the year ended December 31, 2013,
the Company sold an equity investment which resulted in a pre-tax gain of
$3,250,000.  Additionally, the Company sold certain land and building property
for $9,634,000 resulting in a pre-tax gain of $2,221,000. 

Interest Expense.  Interest expense increased $6,279,000 and $21,628,000 for the
years ended December 31, 2015 and 2014, respectively, as compared to the
corresponding prior years.  The increase in interest expense for the year ended
December 31, 2015 is primarily attributable to increases in the Company's
consolidated debt balance related to the borrowings incurred to fund the the
Company's LiveWatch acquisition and the subsequent amendment of its Credit
Facility term loans in April 2015. The increase includes the impact of the
amortization of the debt discount and deferred financing costs related to the
Company's outstanding debt.

The increase in interest expense for the year ended December 31, 2014 is
attributable to increases in the Company's consolidated debt balance related to the
borrowings incurred to fund the Security Networks Acquisition. This increase
includes the impact of the amortization of the debt discount related to the
beneficial conversion feature of Ascent Capital's Convertible Notes issued in the
third quarter of 2013. The increase is partially offset by the favorable repricing of
Monitronics' credit facility interest rates effective March 25, 2013.

Amortization of debt discount and deferred debt costs included in interest expense
for the years ended December 31, 2015, 2014 and 2013 was $10,357,000,
$9,023,000 and $5,851,000, respectively. 
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Income Taxes from Continuing Operations.  For the year ended December 31,
2015, we had a pre-tax loss from continuing operations of $79,731,000 and income
tax expense from continuing operations of $6,505,000.  For the year ended
December 31, 2014, we had a pre-tax loss from continuing operations of
$34,028,000 and income tax expense from continuing operations of $3,420,000. 
For the year ended December 31, 2013, we had a pre-tax loss from continuing
operations of $18,330,000 and income tax expense from continuing operations of
$3,270,000.  Income tax expense from continuing operations for the year ended
December 31, 2015 is attributable to Monitronics’ state tax expense and the
deferred tax impact from amortization of deductible goodwill attributable to the
Security Networks and LiveWatch acquisitions. Income tax expense from
continuing operations for the years ended December 31, 2014 and 2013 is
attributable to Monitronics’ state tax expense and the deferred tax impact from
amortization of deductible goodwill attributable to the Security Networks
Acquisition. For the year ended December 31, 2013, income tax from continuing
operations is offset by the reduction in valuation allowance as a result of
acquisition accounting for the Security Networks Acquisition. 

Net loss from continuing operations. For the year ended December 31, 2015, net
loss from continuing operations increased to $86,236,000 from $37,448,000 for the
year ended December 31, 2014. The increase in net loss from continuing
operations is attributable to a $13,256,000 increase in costs incurred under the
Company's Radio Conversion Program, the negative impact of expensed creation
costs as a result of LiveWatch's direct-to-consumer model (which is further
discussed in Adjusted EBITDA below), increased interest costs and refinancing
costs of $4,468,000 related to the April 2015 amendment to Monitronics' Credit
Facility and $6,389,000 of non-cash charges for other-than-temporary impairments
recognized on certain marketable securities.

For the year ended December 31, 2014, net loss from continuing operations
increased to $37,448,000 from $21,600,000  for the year end December 31, 2013.
The increase in net loss from continuing operations is primarily attributable to
increased interest costs as a result of the borrowings incurred to fund the Security
Networks Acquisition.

Adjusted EBITDA. The following table provides a reconciliation of total Adjusted
EBITDA to net loss from continuing operations (amounts in thousands):

Year Ended December 31,
2015 2014 2013

Adjusted EBITDA $347,752 354,805 304,474
Amortization of subscriber accounts, dealer
network and other intangible assets (258,668 ) (253,403 ) (208,760 )

Depreciation (10,444 ) (10,145 ) (8,941 )
Stock-based compensation (7,343 ) (7,164 ) (8,174 )
Restructuring charges — (952 ) (1,111 )
Radio Conversion Program costs (14,369 ) (1,113 ) —
One-time severance expense (a) (112 ) — —
LiveWatch acquisition related costs (946 ) — —
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LiveWatch acquisition contingent bonus
charges (3,930 ) — —

Monitronics Headquarters relocation costs (720 ) — —
Security Networks Acquisition costs — — (2,470 )
Security Networks Integration costs — (2,182 ) (1,264 )
Other-than-temporary impairment losses on
marketable securities (6,389 ) — —

Refinancing expense, net of gain on
extinguishment of debt (3,723 ) — —

Interest income 2,904 3,590 3,752
Interest expense (123,743 ) (117,464 ) (95,836 )
Income tax expense from continuing operations(6,505 ) (3,420 ) (3,270 )
Net loss from continuing operations $(86,236 ) (37,448 ) (21,600 )

(a)         Severance expense related to transitioning executive leadership at
Monitronics.

Adjusted EBITDA decreased $7,053,000, or 2.0% for the year ended
December 31, 2015 as compared to the corresponding prior year.  Adjusted
EBITDA is negatively impacted for the year ending December 31, 2015 due to
LiveWatch's direct-to-
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consumer business, which requires it to recognize certain revenue and expenses
associated with the creation of subscriber accounts. This is in contrast to
Monitronics' dealer business, which capitalizes payments to dealers to acquire
accounts and amortizes those payments to amortization expense over the life of the
accounts.  LiveWatch's expensed creation costs, net of creation revenue, included
in adjusted EBITDA for the year ended December 31, 2015 was $14,276,000.

Adjusted EBITDA increased $50,331,000, or 16.5% for the year ended
December 31, 2014 as compared to the corresponding prior year.  The increase in
Adjusted EBITDA was primarily due to revenue growth. 

Monitronics consolidated Adjusted EBITDA was $354,807,000, $362,227,000 and
$305,250,000 for the years ended December 31, 2015, 2014 and 2013,
respectively.

Liquidity and Capital Resources

At December 31, 2015, we had $5,577,000 of cash and cash equivalents, $55,000
of current restricted cash, and $87,052,000 of marketable securities on a
consolidated basis.  We may use a portion of these assets to decrease debt
obligations, fund stock repurchases, or fund potential strategic acquisitions or
investment opportunities.

Additionally, our other source of funds is our cash flows from operating activities
which are primarily generated from the operations of Monitronics.  During the
years ended December 31, 2015, 2014 and 2013, our cash flow from operating
activities was $207,885,000, $233,870,000 and $212,233,000, respectively.  The
primary driver of our cash flow from operating activities is Adjusted EBITDA. 
Fluctuations in our Adjusted EBITDA and the components of that measure are
discussed in “Results of Operations” above.  In addition, our cash flow from
operating activities may be significantly impacted by changes in working capital.

During the years ended December 31, 2015, 2014 and 2013, the Company used
cash of $266,558,000, $268,160,000 and $234,914,000, respectively, to fund
subscriber account acquisitions, net of holdback and guarantee obligations.  In
addition, during the years ended December 31, 2015, 2014 and 2013, the Company
used cash of $12,431,000, $7,769,000 and $9,939,000, respectively, to fund its
capital expenditures. 

In 2015, Monitronics paid cash of $56,778,000 for the acquisition of LiveWatch,
net of the transfer of $3,988,000 to LiveWatch upon the Closing Date to fund
LiveWatch employees' transaction bonuses and LiveWatch cash on hand of
$784,000. The LiveWatch Acquisition was funded by borrowings from
Monitronics' expanded Credit Factility revolver as well as cash contributions from
Ascent Capital.

In 2013, we paid cash of $478,738,000 as part of the purchase price paid to acquire
Security Networks, net of Security Networks cash on hand of $3,096,000.  The
Security Networks Acquisition was funded by the proceeds of Ascent Capital’s
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July issuance of $103,500,000 in aggregate principal amount of 4.00% Senior
Convertible Notes due 2020, the proceeds of Monitronics’ issuance of
$175,000,000 in aggregate principal amount of 9.125% Senior Notes due 2020 and
the proceeds of incremental term loans of $225,000,000 issued under Monitronics’
existing credit facility, and approximately $20,000,000 of cash on hand.  In
addition to the cash paid, the purchase price also consisted of 253,333 shares of
Ascent Capital’s Series A common stock (par value $0.01 per share) with a Closing
Date fair value of $18,723,000.

During the years ended December 31, 2015, 2014 and 2013, we purchased
marketable securities for cash of $26,934,000, $4,603,000 and $21,770,000,
respectively. In addition, the Company sold marketable securities for proceeds of
$57,291,000 and $7,842,000 for the years ended December 31, 2015 and 2014,
respectively.

On June 16, 2011, the Company announced that it received authorization to
implement a stock repurchase program, pursuant to which it may purchase up to
$25,000,000 of its shares of Series A Common Stock from time to time.  On
November 14, 2013, November 10, 2014 and September 4, 2015, the Company’s
Board of Directors authorized, at each date, the repurchase of an incremental
$25,000,000 of its Series A Common Stock (the "Share Repurchase
Authorizations"). 
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During 2015, the Company repurchased 940,729 shares of its Series A common
stock at an average purchase price of $31.88 per share for a total of approximately
$29,988,000 pursuant to the Share Repurchase Authorizations. During 2014, the
Company repurchased 557,309 shares of its Series A common stock at an average
purchase price of $64.12 per share for a total of approximately $35,734,000
pursuant to the Share Repurchase Authorizations. There were no stock repurchases
pursuant to the Share Repurchase Authorizations during 2013. These repurchased
shares were all canceled and returned to the status of authorized and unissued. As
of December 31, 2015, the remaining availability under the Company's Share
Repurchase Authorizations will enable the Company to purchase up to an
aggregate of approximately $9,910,000 of Series A Common Stock. The Company
may also purchase shares of its Series B Common Stock, par value $0.01 per
share, under the increased program.

In December 2015, the Company used cash of $4,653,000 to repurchase
outstanding Convertible Notes representing $6,725,000 in aggregate principal
amount, which were then retired.

In considering our liquidity requirements for 2016, we evaluated our known future
commitments and obligations.  We will require the availability of funds to finance
the strategy of our primary operating subsidiary, Monitronics, which is to grow
through the acquisition of subscriber accounts. In 2014, Monitronics implemented
a Radio Conversion Program in response to one of the nation's largest carriers
announcing that it does not intend to support its 2G cellular network services
beyond 2016. The Company has incurred $14,369,000 and $1,113,000 in
connection with the Radio Conversion Program for the years ended December 31,
2015 and 2014, respectively. Additionally, Monitronics could incur incremental
costs of $17,000,000 to $21,000,000 in 2016, as it replaces or upgrades equipment
used in those of our subscribers' security systems that operate over this carrier's
network. As of December 31, 2015, we have approximately 41% of the 2G
subscriber base remaining to convert from the 2G cellular network. We considered
the expected cash flow from Monitronics, as this business is the driver of our
operating cash flows, as well as the borrowing capacity of Monitronics’ Credit
Facility revolver, under which Monitronics could borrow an additional
$181,750,000 as of December 31, 2015.  Based on this analysis, we expect that
cash on hand, cash flow generated from operations and borrowings under the
Monitronics’ Credit Facility will provide sufficient liquidity, given our anticipated
current and future requirements.

The existing long-term debt of the Company at December 31, 2015 includes the
principal balance of $1,764,684,000 under its Convertible Notes, Senior Notes,
Credit Facility, and Credit Facility revolver.  The Convertible Notes have an
outstanding principal balance of $96,775,000 as of December 31, 2015 and mature
July 15, 2020.  The Senior Notes have an outstanding principal balance of
$585,000,000  as of December 31, 2015 are due on April 1, 2020. The Credit
Facility term loans have an outstanding principal balance of $949,659,000 as of
December 31, 2015 and require principal payments of $1,375,000 per quarter with
$403,784,000 becoming due on March 23, 2018 and the remaining amount
becoming due April 9, 2022.  The Credit Facility revolver has an outstanding
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balance of $133,250,000 as of December 31, 2015 and becomes due on
December 22, 2017.

We may seek external equity or debt financing in the event of any new investment
opportunities, additional capital expenditures or our operations requiring additional
funds, but there can be no assurance that we will be able to obtain equity or debt
financing on terms that would be acceptable to us or at all.  Our ability to seek
additional sources of funding depends on our future financial position and results
of operations, which are subject to general conditions in or affecting our industry
and our customers and to general economic, political, financial, competitive,
legislative and regulatory factors beyond our control.
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Contractual Obligations

Information concerning the amount and timing of required payments under our
contractual obligations at December 31, 2015 is summarized below (amounts in
thousands):

Payments Due by Period
Less than
 1 Year 1-3 Years 3-5 Years After 5

 Years Total

Operating leases $5,414 5,905 5,870 30,905 48,094
Long-term debt (a) 5,500 548,034 692,775 518,375 1,764,684
Other (b) 16,496 220 522 5,767 23,005
Total contractual
obligations $27,410 554,159 699,167 555,047 1,835,783

(a)         Amounts reflect principal amounts owed and therefore exclude net
unamortized discount, premiums, and deferred debt costs, of $45,316,000. 
Amounts also exclude interest payments which are based on variable interest rates.

(b)

Primarily represents Monitronics holdback liability whereby it withholds
payment of a designated percentage of acquisition cost when it acquires
subscriber accounts from dealers. The holdback is used as a reserve to cover
any terminated subscriber accounts that are not replaced by the dealer during
the guarantee period.  At the end of the guarantee period, the dealer is
responsible for any deficit or is paid the balance of the holdback.

We have contingent liabilities related to legal proceedings and other matters
arising in the ordinary course of business. Although it is reasonably possible we
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 consolidated financial statements.

Off-Balance Sheet Arrangements

None.

Critical Accounting Policies and Estimates

Valuation of Subscriber Accounts

Subscriber accounts, which totaled $1,423,538,000 net of accumulated
amortization, at December 31, 2015, relate primarily to the cost of acquiring
portfolios of monitoring service contracts from independent dealers.  The
subscriber accounts acquired in the Monitronics and Security Networks
acquisitions were recorded at fair value under the acquisition method of
accounting.  Subscriber accounts not acquired as part of a business combination
are recorded at cost.  All direct external costs and certain internal costs, including
bonus incentives related to account activation at LiveWatch, associated with the
creation of subscriber accounts, including new subscriber contracts obtained in
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connection with a subscriber move, are capitalized. 

The costs of subscriber accounts acquired in the Monitronics and Security
Networks acquisitions, as well as certain accounts acquired in bulk purchases, are
amortized using the 14-year 235% declining balance method.  The costs of all
other subscriber accounts are amortized using the 15-year 220% declining balance
method, beginning in the month following the date of acquisition.  The
amortization methods were selected to provide an approximate matching of the
amortization of the subscriber accounts intangible asset to estimated future
subscriber revenues based on the projected lives of individual subscriber
contracts.  The realizable value and remaining useful lives of these assets could be
impacted by changes in subscriber attrition rates, which could have an adverse
effect on our earnings.

The Company reviews the subscriber accounts for impairment or a change in
amortization method and period whenever events or changes indicate that the
carrying amount of the asset may not be recoverable or the life should be
shortened. For purposes of recognition and measurement of an impairment loss,
we view subscriber accounts as a single pool because of the assets’ homogeneous
characteristics, and because the pool of subscriber accounts is the lowest level for
which identifiable cash flows are largely independent of the cash flows of the other
assets and liabilities.

Valuation of Long-lived Assets and Amortizable Other Intangible Assets

We perform impairment tests for our long-lived assets, primarily property and
equipment, if an event or circumstance indicates that the carrying amount of our
long-lived assets may not be recoverable.  We are subject to the possibility of
impairment of
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long-lived assets arising in the ordinary course of business. We regularly consider
the likelihood of impairment and may recognize impairment if the carrying amount
of a long-lived asset or intangible asset is not recoverable from its undiscounted
cash flows.  Impairment is measured as the difference between the carrying
amount and the fair value of the asset. We use both the income approach and
market approach to estimate fair value. Our estimates of fair value are subject to a
high degree of judgment since they include a long-term forecast of future
operations. Accordingly, any value ultimately derived from our long-lived assets
may differ from our estimate of fair value.

Valuation of Trade Receivables

We must make estimates of the collectability of our trade receivables.  We perform
extensive credit evaluations on the portfolios of subscriber accounts prior to
acquisition and require no collateral on the accounts that are acquired.  We
establish an allowance for doubtful accounts for estimated losses resulting from
the inability of subscribers to make required payments.  Factors such as
historical-loss experience, recoveries and economic conditions are considered in
determining the sufficiency of the allowance to cover potential losses.  Our trade
receivables balance was $13,622,000, net of allowance for doubtful accounts of
$2,762,000, as of December 31, 2015.  As of December 31, 2014, our trade
receivables balance was $13,796,000, net of allowance for doubtful accounts of
$2,120,000.

Valuation of Deferred Tax Assets

In accordance with Financial Accounting Standards Board ("FASB") Accounting
Standards Codification ("ASC") Topic 740, Income Taxes, we review the nature of
each component of our deferred income taxes for the ability to realize the future
tax benefits.  As part of this review, we rely on the objective evidence of our
current performance and the subjective evidence of estimates of our forecast of
future operations.  Our estimates of realizability are subject to a high degree of
judgment since they include such forecasts of future operations.  After
consideration of all available positive and negative evidence and estimates, we
have determined that it is more likely than not that we will not realize the tax
benefits associated with our United States deferred tax assets and certain foreign
deferred tax assets, and as such, we have a valuation allowance which totaled
$90,216,000 and $63,214,000 as of December 31, 2015 and 2014, respectively.

Valuation of Goodwill

As of December 31, 2015, we had goodwill of $563,549,000, which represents
approximately 26% of total assets.  Goodwill was recorded in connection with the
Monitronics, Security Networks and LiveWatch acquisitions.  The Company
accounts for its goodwill pursuant to the provisions of FASB ASC Topic
350, Intangibles — Goodwill and Other ("FASB ASC Topic 350").  In accordance
with FASB ASC Topic 350, goodwill is not amortized, but rather tested for
impairment at least annually.
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To the extent necessary, recoverability of goodwill for the reporting unit is
measured using a discounted cash flow model incorporating discount rates
commensurate with the risks involved, which is classified as a Level 3
measurement under FASB ASC Topic 820, Fair Value Measurement. The key
assumptions used in the discounted cash flow valuation model include discount
rates, growth rates, cash flow projections and terminal value rates. Discount rates,
growth rates and cash flow projections are the most sensitive and susceptible to
change as they require significant management judgment.

We perform our annual goodwill impairment analysis during the fourth quarter of
each fiscal year.  In the event that we are not able to achieve expected cash flow
levels, or other factors indicate that goodwill is impaired, we may need to write off
all or part of our goodwill, which would adversely impact our operating results and
financial position.
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ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT
MARKET RISK

Interest Rate Risk

As of December 31, 2015, we have variable interest rate debt with principal
amounts of $1,082,909,000.  As a result, we have exposure to changes in interest
rates related to these debt obligations.  Monitronics uses derivative financial
instruments to manage the exposure related to the movement in interest rates.  As
of December 31, 2015, we have seven outstanding derivatives with a net liability
fair value of $13,470,000.  The derivatives are designated as hedges and were
entered into with the intention of reducing the risk associated with variable interest
rates on the debt obligations.  We do not use derivative financial instruments for
trading purposes.

Tabular Presentation of Interest Rate Risk

The table below provides information about our debt obligations and derivative
financial instruments that are sensitive to changes in interest rates. Interest rate
swaps are presented at fair value and by maturity date. Debt amounts represent
principal payments by maturity date.

As of December 31, 2015

Year of Maturity

Fixed Rate
Derivative
Instruments,
net (a)

Variable Rate
Debt

Fixed Rate
 Debt Total

Amounts in thousands
2016 — 5,500 — 5,500
2017 — 138,750 — 138,750
2018 8,610 409,284 — 417,894
2019 — 5,500 — 5,500
2020 — 5,500 681,775 687,275
2021 — 5,500 — 5,500
Thereafter 4,860 512,875 — 517,735
Total $13,470 1,082,909 681,775 1,778,154

(a)         The derivative financial instruments reflected in this column include seven
interest rate swaps.  The terms of the Company’s outstanding swap derivative
instruments as of December 31, 2015 are as follows:

Notional Effective Date Maturity
Date

Fixed
Rate Paid Variable Rate Received

$529,375,000 March 28,
2013

March 23,
2018 1.884%

3 mo. USD-LIBOR-BBA,
subject to a 1.00% floor
(a)

140,287,500 March 28,
2013

March 23,
2018 1.384%

3 mo. USD-LIBOR-BBA,
subject to a 1.00% floor
(a)

109,673,367 September 30,
2013

March 23,
2018 1.959% 3 mo. USD-LIBOR-BBA,

subject to a 1.00% floor
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109,673,367 September 30,
2013

March 23,
2018 1.850% 3 mo. USD-LIBOR-BBA,

subject to a 1.00% floor

191,475,002 March 23,
2018

April 9,
2022 2.924% 3 mo. USD-LIBOR-BBA,

subject to a 1.00% floor

250,000,000 March 23,
2018

April 9,
2022 2.810% 3 mo. USD-LIBOR-BBA,

subject to a 1.00% floor

50,000,000 March 23,
2018

April 9,
2022 2.504% 3 mo. USD-LIBOR-BBA,

subject to a 1.00% floor

(a) 

On March 25, 2013, Monitronics negotiated amendments to the terms of these
interest rate swap agreements, which were entered into in March 2012 (the
"Existing Swap Agreements," as amended, the "Amended Swaps"). The
Amended Swaps are held with the same counterparties as the Existing Swap
Agreements. Upon entering into the Amended Swaps, Monitronics
simultaneously dedesignated the Existing Swap Agreements and redesignated
the Amended Swaps as cash flow hedges for the underlying change in the swap
terms. The amounts previously recognized in Accumulated other
comprehensive loss relating to the dedesignation are recognized in Interest
expense over the remaining life of the Amended Swaps.
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

Our consolidated financial statements are filed under this Item, beginning on page
41.  The financial statement schedules required by Regulation S-X are filed under
Item 15 of this Annual Report on Form 10-K.

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON
ACCOUNTING AND FINANCIAL DISCLOSURE

None.

ITEM 9A. CONTROLS AND PROCEDURES

In accordance with Rules 13a-15 and 15d-15 under the Securities Exchange Act of
1934, as amended (the "Exchange Act"), the Company carried out an evaluation,
under the supervision and with the participation of management, including its
chairman, president and principal accounting officer (the "Executives"), of the
effectiveness of its disclosure controls and procedures as of the end of the period
covered by this report.  Based on that evaluation, the Executives concluded that the
Company’s disclosure controls and procedures were effective as of December 31,
2015 to provide reasonable assurance that information required to be disclosed in
its reports filed or submitted under the Exchange Act is recorded, processed,
summarized and reported within the time periods specified in the Securities and
Exchange Commission’s rules and forms.

There has been no change in the Company’s internal control over financial
reporting identified during the three months ended December 31, 2015 that has
materially affected, or is reasonably likely to materially affect, its internal control
over financial reporting.

MANAGEMENT’S REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING

Ascent Capital’s management is responsible for establishing and maintaining
adequate internal control over the Company’s financial reporting. The Company’s
internal control over financial reporting is a process designed to provide
reasonable assurance regarding the reliability of financial reporting and the
preparation of the consolidated financial statements and related disclosures in
accordance with generally accepted accounting principles. The Company’s internal
control over financial reporting includes those policies and procedures that
(1) pertain to the maintenance of records that, in reasonable detail, accurately and
fairly reflect the transactions of the Company; (2) provide reasonable assurance
that transactions are recorded as necessary to permit preparation of the
consolidated financial statements and related disclosures in accordance with
generally accepted accounting principles; (3) provide reasonable assurance that
receipts and expenditures of the Company are being made only in accordance with
authorizations of management and directors of the Company; and (4) provide
reasonable assurance regarding prevention or timely detection of unauthorized
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acquisition, use, or disposition of the Company’s assets that could have a material
effect on the consolidated financial statements and related disclosures.

Because of inherent limitations, internal control over financial reporting may not
prevent or detect misstatements. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with
the policies and procedures may deteriorate.

The Company assessed the design and effectiveness of internal control over
financial reporting as of December 31, 2015.  In making this assessment,
management used the criteria set forth by the Committee of Sponsoring
Organizations of the Treadway Commission (“COSO”) in Internal Control—Integrated
Framework (2013).

Based upon our assessment using the criteria contained in COSO, management has
concluded that, as of December 31, 2015, Ascent Capital’s internal control over
financial reporting is effectively designed and operating effectively.

Ascent Capital acquired LiveWatch during 2015, and management excluded from
its assessment of the effectiveness of Ascent Capital's internal control over
financial reporting as of December 31, 2015, LiveWatch's internal control over
financial reporting associated with total assets of $63,267,000 and total revenues
of $14,734,000 included in the consolidated financial statements of Ascent Capital
as of and for the year ended December 31, 2015.

The effectiveness of our internal control over financial reporting as of
December 31, 2015 has been audited by KPMG LLP, the independent registered
public accounting firm that audited our financial statements.  Their report appears
on next page of this Annual Report on Form 10-K.
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ITEM 9B. OTHER INFORMATION

None.
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Stockholders
Ascent Capital Group, Inc.:

We have audited Ascent Capital Group, Inc’s internal control over financial
reporting as of December 31, 2015, based on criteria established in Internal
Control - Integrated Framework (2013) issued by the Committee of Sponsoring
Organizations of the Treadway Commission (COSO). Ascent Capital Group, Inc.’s
management is responsible for maintaining effective internal control over financial
reporting and for its assessment of the effectiveness of internal control over
financial reporting, included in the accompanying Management’s Report on
Internal Control over Financial Reporting in Item 9A. Our responsibility is to
express an opinion on the Company’s internal control over financial reporting
based on our audit.
We conducted our audit in accordance with the standards of the Public Company
Accounting Oversight Board (United States). Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether effective
internal control over financial reporting was maintained in all material respects.
Our audit included obtaining an understanding of internal control over financial
reporting, assessing the risk that a material weakness exists, and testing and
evaluating the design and operating effectiveness of internal control based on the
assessed risk. Our audit also included performing such other procedures as we
considered necessary in the circumstances. We believe that our audit provides a
reasonable basis for our opinion.
A company’s internal control over financial reporting is a process designed to
provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with
generally accepted accounting principles. A company’s internal control over
financial reporting includes those policies and procedures that (1) pertain to the
maintenance of records that, in reasonable detail, accurately and fairly reflect the
transactions and dispositions of the assets of the company; (2) provide reasonable
assurance that transactions are recorded as necessary to permit preparation of
financial statements in accordance with generally accepted accounting principles,
and that receipts and expenditures of the company are being made only in
accordance with authorizations of management and directors of the company; and
(3) provide reasonable assurance regarding prevention or timely detection of
unauthorized acquisition, use, or disposition of the company’s assets that could
have a material effect on the financial statements.
Because of its inherent limitations, internal control over financial reporting may
not prevent or detect misstatements. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with
the policies or procedures may deteriorate.
In our opinion, Ascent Capital Group, Inc. maintained, in all material respects,
effective internal control over financial reporting as of December 31, 2015, based
on criteria established in Internal Control - Integrated Framework (2013) issued by
the COSO.
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Ascent Capital Group, Inc. acquired LiveWatch Security, LLC. during 2015, and
management excluded from its assessment of the effectiveness of Ascent Capital
Group, Inc.’s internal control over financial reporting as of December 31, 2015,
LiveWatch Security, LLC’s internal control over financial reporting associated with
total assets of $63,267,000 and total revenues of $14,734,000 included in the
consolidated financial statements of Ascent Capital Group, Inc. (and subsidiaries)
as of and for the year ended December 31, 2015. Our audit of internal control over
financial reporting of Ascent Capital Group, Inc. also excluded an evaluation of
the internal control over financial reporting of LiveWatch Security, LLC.
We also have audited, in accordance with the standards of the Public Company
Accounting Oversight Board (United States), the consolidated balance sheets of
Ascent Capital Group, Inc. and subsidiaries as of December 31, 2015 and 2014,
and the related consolidated statements of operations, comprehensive income
(loss), stockholders’ equity, and cash flows for each of the years in the three-year
period ended December 31, 2015, and our report dated February 29, 2016
expressed an unqualified opinion on those consolidated financial statements

40

Edgar Filing: FIRST AMERICAN CORP - Form PRE 14A

83



Table of Contents

/s/ KPMG LLP
Dallas, Texas
February 29, 2016
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Stockholders
Ascent Capital Group, Inc.:

We have audited the accompanying consolidated balance sheets of Ascent Capital
Group, Inc. and subsidiaries as of December 31, 2015 and 2014, and the related
consolidated statements of income and comprehensive income (loss), cash flows
and stockholders’ equity for each of the years in the three-year period ended
December 31, 2015. These consolidated financial statements are the responsibility
of the Company’s management. Our responsibility is to express an opinion on these
consolidated financial statements based on our audits.
We conducted our audits in accordance with the auditing standards of the Public
Company Accounting Oversight Board (United States). Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether
the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements, assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audits provide a reasonable basis for
our opinion.
In our opinion, the consolidated financial statements referred to above present
fairly, in all material respects, the financial position of Ascent Capital Group, Inc.
and subsidiaries as of December 31, 2015 and 2014, and the results of their
operations and their cash flows for each of the years in the three-year period ended
December 31, 2015 in conformity with U.S. generally accepted accounting
principles.
As discussed in Note 3 to the consolidated financial statements, during 2015,
Ascent Capital Group, Inc. adopted Financial Accounting Standards Board
Accounting Standards Update (“ASU”) 2015-03, Interest - Imputation of Interest
(Subtopic 835-30) and ASU 2015-17, Income Taxes (Topic 740), Balance Sheet
Classification of Deferred Taxes.
We also have audited, in accordance with the standards of the Public Company
Accounting Oversight Board (United States), Ascent Capital Group, Inc.’s internal
controls over financial reporting as of December 31, 2015, based on criteria
established in Internal Control - Integrated Framework (2013) issued by the
Committee of Sponsoring Organizations of the Treadway Commission (COSO),
and our report dated February 29, 2016 expressed an unqualified opinion on the
effectiveness of the Company’s internal control over financial reporting.

/s/ KPMG LLP

Dallas, Texas
February 29, 2016

42

Edgar Filing: FIRST AMERICAN CORP - Form PRE 14A

85



Table of Contents

ASCENT CAPITAL GROUP, INC. AND SUBSIDIARIES
Consolidated Balance Sheets
Amounts in thousands, except share amounts

As of December 31,
2015 2014

Assets
Current assets:
Cash and cash equivalents $5,577 $12,612
Restricted cash 55 18
Marketable securities, at fair value 87,052 122,593
Trade receivables, net of allowance for doubtful
accounts of $2,762 in 2015 and $2,120 in 2014 13,622 13,796

Prepaid and other current assets 10,702 8,546
Assets held for sale 6,265 18,935
Total current assets 123,273 176,500
Property and equipment, net of accumulated
depreciation of $32,158 in 2015 and $30,030 in 2014 32,440 36,010

Subscriber accounts, net of accumulated amortization
of $975,795 in 2015 and $736,824 in 2014 1,423,538 1,373,630

Dealer network and other intangible assets, net of
accumulated amortization of $73,578 in 2015 and
   $54,077 in 2014

26,654 44,855

Goodwill 563,549 527,502
Other assets, net 3,851 4,845
Total assets $2,173,305 $2,163,342
Liabilities and Stockholders’ Equity
Current liabilities:
Accounts payable $8,660 $6,781
Accrued payroll and related liabilities 4,385 4,077
Other accrued liabilities 31,573 30,727
Deferred revenue 16,207 14,945
Holdback liability 16,386 19,046
Current portion of long-term debt 5,500 9,166
Liabilities of discontinued operations 3,500 6,401
Total current liabilities 86,211 91,143
Non-current liabilities:
Long-term debt 1,713,868 1,595,649
Long-term holdback liability 3,786 5,156
Derivative financial instruments 13,470 5,780
Deferred income tax liability, net 13,646 9,529
Other liabilities 17,555 16,397
Total liabilities 1,848,536 1,723,654
Commitments and contingencies
Stockholders’ equity:
Preferred stock, $0.01 par value. Authorized 5,000,000
shares; no shares issued — —

Series A common stock, $0.01 par value. Authorized
45,000,000 shares; issued and outstanding 12,301,248
and 13,162,095 shares at December 31, 2015 and

123 132
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December 31, 2014, respectively
Series B common stock, $0.01 par value. Authorized
5,000,000 shares; issued and outstanding 382,359 and
384,086 shares at December 31, 2015 and
December 31, 2014, respectively

4 4

Series C common stock, $0.01 par value. Authorized
45,000,000 shares; no shares issued — —

Additional paid-in capital 1,417,895 1,441,291
Accumulated deficit (1,078,315 ) (994,931 )
Accumulated other comprehensive income (loss), net (14,938 ) (6,808 )
Total stockholders’ equity 324,769 439,688
Total liabilities and stockholders’ equity $2,173,305 $2,163,342

See accompanying notes to consolidated financial statements.
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ASCENT CAPITAL GROUP, INC. AND SUBSIDIARIES
Consolidated Statements of Operations and Comprehensive Income (Loss)
Amounts in thousands, except per share amounts

Year Ended December 31,
2015 2014 2013

Net revenue $563,356 539,449 451,033
Operating expenses:
Cost of services 110,246 93,600 74,136
Selling, general and administrative, including
stock-based compensation 121,418 102,109 92,002

Radio conversion costs 14,369 1,113 —
Amortization of subscriber accounts, dealer
network and other intangible assets 258,668 253,403 208,760

Depreciation 10,444 10,145 8,941
Restructuring charges — 952 1,111
Gain on disposal of operating assets, net (1,156 ) (71 ) (5,473 )

513,989 461,251 379,477
Operating income 49,367 78,198 71,556
Other income (expense), net:
Interest income 2,904 3,590 3,752
Interest expense (123,743 ) (117,464) (95,836 )
Refinancing expense, net of gain on
extinguishment of debt (3,723 ) — —

Other income (expense), net (4,536 ) 1,648 2,198
(129,098 ) (112,226) (89,886 )

Loss from continuing operations before income
taxes (79,731 ) (34,028 ) (18,330 )

Income tax expense from continuing operations (6,505 ) (3,420 ) (3,270 )
Net loss from continuing operations (86,236 ) (37,448 ) (21,600 )
Discontinued operations:
Earnings (loss) from discontinued operations 2,852 (304 ) 169
Income tax expense from discontinued
operations — — (40 )

Earnings (loss) from discontinued operations,
net of income tax 2,852 (304 ) 129

Net loss (83,384 ) (37,752 ) (21,471 )
Other comprehensive income (loss):
Foreign currency translation adjustments (293 ) (382 ) 121
Unrealized holding gains (losses) on marketable
securities, net 904 (3,286 ) (1,169 )

Unrealized gain (loss) on derivative contracts,
net (8,741 ) (4,879 ) 12,317

Total other comprehensive income (loss), net of
tax (8,130 ) (8,547 ) 11,269

Comprehensive loss $(91,514 ) (46,299 ) (10,202 )

Basic and diluted earnings (loss) per share:
Continuing operations $(6.66 ) (2.75 ) (1.55 )
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Discontinued operations 0.22 (0.02 ) 0.01
Net loss $(6.44 ) (2.77 ) (1.54 )

See accompanying notes to consolidated financial statements.
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ASCENT CAPITAL GROUP, INC. AND SUBSIDIARIES
Consolidated Statements of Cash Flows
Amounts in thousands

Year Ended December 31,
2015 2014 2013

Cash flows from operating activities:
Net loss $(83,384 ) (37,752 ) (21,471 )
Adjustments to reconcile net loss to net cash
provided by operating activities:
Loss (earnings) from discontinued operations,
net of income tax (2,852 ) 304 (129 )

Amortization of subscriber accounts, dealer
network and other intangible assets 258,668 253,403 208,760

Depreciation 10,444 10,145 8,941
Stock-based compensation 7,343 7,164 8,174
Deferred income tax expense (benefit) 4,138 (192 ) 203
Gain on disposal of operating assets, net (1,156 ) (71 ) (5,473 )
Refinancing expense, net of gain on
extinguishment 3,725 — —

Amortization of debt discount and deferred
debt costs 10,357 9,023 5,851

Other-than-temporary impairment of
marketable securities 6,389 — —

Other non-cash activity, net 13,366 7,611 7,479
Changes in assets and liabilities:
Trade receivables (9,378 ) (8,926 ) (8,165 )
Prepaid expenses and other assets (3,857 ) 62 8,638
Subscriber accounts - deferred contract costs (1,773 ) — —
Payables and other liabilities (4,096 ) (5,862 ) (525 )
Operating activities from discontinued
operations, net (49 ) (1,039 ) (50 )

Net cash provided by operating activities $207,885 233,870 212,233
Cash flows from investing activities:
Capital expenditures (12,431 ) (7,769 ) (9,939 )
Cost of subscriber accounts acquired (266,558 ) (268,160) (234,914)
Cash paid for acquisition, net of cash acquired (56,778 ) — (478,738)
Purchases of marketable securities (26,934 ) (4,603 ) (21,770 )
Proceeds from sale of marketable securities 57,291 7,842 33,415
Decrease (increase) in restricted cash (37 ) 22 2,600
Proceeds from the disposal of operating assets 20,175 241 12,886
Other investing activities — (436 ) (100 )
Net cash used in investing activities $(285,272) (272,863) (696,560)
Cash flows from financing activities:
Proceeds from long-term debt 778,000 169,000 639,075
Payments on long-term debt (671,183 ) (127,166) (138,048)
Payments of financing costs (6,477 ) — (11,136 )
Stock option exercises — 804 171
Purchases and retirement of common stock (29,988 ) (35,734 ) (33,436 )
Bond hedge and warrant transactions, net — — (6,107 )

Edgar Filing: FIRST AMERICAN CORP - Form PRE 14A

90



Other financing activities — — 87
Net cash provided by financing activities $70,352 6,904 450,606
Net decrease in cash and cash equivalents $(7,035 ) (32,089 ) (33,721 )
Cash and cash equivalents at beginning of
period 12,612 44,701 78,422

Cash and cash equivalents at end of period $5,577 12,612 44,701

See accompanying notes to consolidated financial statements.
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ASCENT CAPITAL GROUP, INC. AND SUBSIDIARIES
Consolidated Statement of Stockholders’ Equity
Amounts in thousands

Additional Accumulated
Other Total

PreferredCommon StockPaid-in Accumulated ComprehensiveStockholders’
StockSeries ASeries BSeries CCapital Deficit Income (Loss)Equity

Balance at
December
31,2012

$—134 7 —1,453,700 (935,708 ) (9,530 ) 508,603

Net loss —— — —— (21,471 ) — (21,471 )
Other
comprehensive
income

—— — —— — 11,269 11,269

Stock issued as
considerations
for
  the Security
Networks
   Acquisition

—3 — —18,720 — — 18,723

Stock awards
and option
exercises

—— — —171 — — 171

Purchases and
retirement of
  common stock

—— (3 ) —(33,433 ) — — (33,436 )

Value of
beneficial
conversion
  option on the
issuance of
4.00%
  Convertible
Notes, net of
the
  equity
component of
debt
  issuance costs

—— — —29,857 — — 29,857

Bond hedge
and warrant
transactions,
net

—— — —(6,107 ) — — (6,107 )

Stock-based
compensation —— — —8,174 — — 8,174

Value of shares
withheld for tax
liability

—— — —(1,026 ) — — (1,026 )
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Balance at
December 31,
2013

$—137 4 —1,470,056 (957,179 ) 1,739 514,757

Net loss —— — —— (37,752 ) — (37,752 )
Other
comprehensive
loss

—— — —— — (8,547 ) (8,547 )

Stock awards
and option
exercises

—— — —804 — — 804

Purchases and
retirement of
  common stock

—(5 ) — —(35,729 ) — — (35,734 )

Stock-based
compensation —— — —6,894 — — 6,894

Value of shares
withheld for tax
liability

— — —(734 ) — — (734 )

Balance at
December 31,
2014

$—132 4 —1,441,291 (994,931 ) (6,808 ) 439,688

Net loss —— — —— (83,384 ) — (83,384 )
Other
comprehensive
loss

—— — —— — (8,130 ) (8,130 )

Stock awards
and option
exercises

—1 — —(1 ) — — —

Purchases and
retirement of
common stock

—(10 ) — —(29,978 ) — — (29,988 )

Stock-based
compensation —— — —7,509 — — 7,509

Purchase of
convertible
debt

—— — —(131 ) — — (131 )

Value of shares
withheld for tax
liability

— — —(795 ) — — (795 )

Balance at
December 31,
2015

$—$123 $4 $—$1,417,895 $(1,078,315) $(14,938) $324,769

See accompanying notes to consolidated financial statements.
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ASCENT CAPITAL GROUP, INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements

(1)    Basis of Presentation

On July 7, 2011, Ascent Media Corporation merged with its direct wholly owned
subsidiary, Ascent Capital Group, Inc., for the purpose of changing its name to
Ascent Capital Group, Inc. The accompanying Ascent Capital Group, Inc.
("Ascent Capital" or the "Company") consolidated financial statements represent
the financial position and results of operations of Ascent Capital and its
consolidated subsidiaries.  Monitronics International, Inc. ("Monitronics") is the
primary, wholly owned, operating subsidiary of the Company.  On August 16,
2013, Monitronics acquired all of the equity interests of Security Networks LLC
("Security Networks") and certain affiliated entities (the "Security Networks
Acquisition"). On February 23, 2015, Monitronics acquired LiveWatch Security,
LLC ("LiveWatch"), a Do-It-Yourself home security firm, offering professionally
monitored security services through a direct-to-consumer sales channel (the
"LiveWatch Acquisition"). Monitronics provides security alarm monitoring and
related services to residential and business subscribers throughout the United
States and parts of Canada.  Monitronics monitors signals arising from burglaries,
fires, medical alerts and other events through security systems installed by
independent dealers at subscribers’ premises.

The consolidated financial statements contained in this Annual Report have been
prepared in accordance with accounting principles generally accepted in the United
States of America ("U.S. GAAP") for all periods presented.

The Company has reclassified certain prior period amounts to conform to the
current period's presentation including the adoption of ASU 2015-03,
Interest-Imputation of Interest (Subtopic 835-30) and ASU 2015-17, Income Taxes
(Topic 740), Balance Sheet Classification of Deferred Taxes.  See note 3 Recent
Accounting Pronouncements for the changes in the presentation of those items.
Additionally, the Company has reclassified certain prior period amounts related to
Radio conversion costs to conform to the current period's presentation. These costs
were previously reported in Cost of services on the Consolidated Statements of
Operations and Other Comprehensive Income (Loss). Radio conversion costs
represent all direct costs incurred by Monitronics during the subscribers' alarm
monitoring system upgrade in relation to Monitronics' Radio Conversion Program
as well as indirect retention costs for impacted subscribers. The Monitronics' Radio
Conversion program was implemented in 2014 in response to one of the nation's
largest carriers announcing that it does not intend to support its 2G cellular
services beyond 2016.

(2)    Summary of Significant Accounting Policies

Consolidation Principles

The consolidated financial statements include the accounts of the Company and its
majority owned subsidiaries over which the Company exercises control. All
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intercompany accounts and transactions have been eliminated in consolidation.

Cash and Cash Equivalents

The Company considers investments with original purchased maturities of three
months or less when acquired to be cash equivalents.

Restricted Cash

Restricted cash is cash that is restricted for a specific purpose and cannot be
included in the cash and cash equivalents account.

Trade Receivables

Trade receivables consist primarily of amounts due from customers for recurring
monthly monitoring services over a wide geographical base.  Monitronics
performs extensive credit evaluations on the portfolios of subscriber accounts prior
to acquisition and requires no collateral on the accounts that are acquired. 
Monitronics has established an allowance for doubtful accounts for estimated
losses resulting from the inability of subscribers to make required payments. 
Factors such as historical-loss experience, recoveries and economic conditions are
considered in determining the sufficiency of the allowance to cover potential
losses.  The allowance for doubtful accounts as of December 31, 2015 and 2014
was $2,762,000 and $2,120,000, respectively.
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A summary of activity in the allowance for doubtful accounts is as follows
(amounts in thousands):

Balance
Beginning
 of Year

Charged
 to Expense

Write-Offs
and Other

Balance
 End of
 Year

2015 $2,120 9,735 (9,093 ) 2,762
2014 $1,937 8,149 (7,966 ) 2,120
2013 $1,436 7,342 (6,841 ) 1,937

Concentration of Credit Risk

Financial instruments that potentially subject the Company to significant
concentrations of credit risk consist principally of trade accounts receivable. 
Monitronics performs extensive credit evaluations on the portfolios of subscriber
accounts prior to acquisition and requires no collateral on the subscriber accounts
that are acquired.  Concentrations of credit risk with respect to trade accounts
receivable are generally limited due to the large number of subscribers comprising
Monitronics’ customer base.

Fair Value of Financial Instruments

Fair values of cash equivalents, current accounts receivable and current accounts
payable approximate the carrying amounts because of their short-term nature.  For
information related to the fair value of the Company’s convertible senior notes, see
note 10, Long-Term Debt, below. The Company’s other debt instruments are
recorded at amortized cost on the consolidated balance sheet.  See note 12, Fair
Value Measurements, for further fair value information on the Company’s debt
instruments.

Investments

All investments in marketable securities held by the Company are classified as
available-for-sale ("AFS") and are carried at fair value generally based on quoted
market prices.  The Company records unrealized changes in the fair value of AFS
securities in Accumulated other comprehensive loss on the consolidated balance
sheets.  When these investments are sold, the gain or loss realized on the sale is
recorded in Other income, net in the consolidated statements of operations.

Property and Equipment

Property and equipment are carried at cost and depreciated using the straight-line
method over the estimated useful lives of the assets. Leasehold improvements are
amortized over the shorter of their estimated useful lives or the term of the
underlying lease. Estimated useful lives by class of asset are as follows:
Buildings 20 years

Leasehold improvements 15 years or lease term,
if shorter

Machinery and equipment 5 - 7 years
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Computer systems and software (included in Machinery
and Equipment in note 7, Property and Equipment) 3 - 5 years

Management reviews the realizability of its property and equipment whenever
events or changes in circumstances indicate that the carrying amount of an asset
may not be recoverable. In evaluating the value and future benefits of long-term
assets, their carrying value is compared to management’s best estimate of
undiscounted future cash flows over the remaining economic life. If such assets are
considered to be impaired, the impairment to be recognized is measured by the
amount by which the carrying value of the assets exceeds the estimated fair value
of the assets.  If necessary, the Company would use both the income approach and
market approach to estimate fair value.

Subscriber Accounts

Subscriber accounts primarily relate to the cost of acquiring monitoring service
contracts from independent dealers.  The subscriber accounts acquired in the
Monitronics, Security Networks and the LiveWatch acquisitions were recorded at
fair value under the acquisition method of accounting.  All other acquired
subscriber accounts are recorded at cost.  All direct external costs associated with
the creation of subscriber accounts and certain internal direct costs, including
bonus incentives for account activations at LiveWatch, are capitalized and and
amortized over fifteen years using a declining balance method beginning in the
month forllowing the date of acquisition.
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The costs of subscriber accounts acquired in the Monitronics, Security Networks
and LiveWatch acquisitions as well as certain accounts acquired in bulk purchases,
are amortized using the 14-year 235% declining balance method.  The costs of all
other subscriber accounts are amortized using the 15-year 220% declining balance
method, beginning in the month following the date of acquisition.  The
amortization methods were selected to provide an approximate matching of the
amortization of the subscriber accounts intangible asset to estimated future
subscriber revenues based on the projected lives of individual subscriber
contracts.  Amortization of subscriber accounts was $238,800,000, $233,327,000
and $195,010,000 for the fiscal years ended December 31, 2015, 2014 and 2013,
respectively.

Based on subscriber accounts held at December 31, 2015, estimated amortization
of subscriber accounts in the succeeding five fiscal years ending December 31 is as
follows (amounts in thousands):
2016 $220,860
2017 $186,295
2018 $157,168
2019 $132,735
2020 $117,419

The Company reviews the subscriber accounts at least annually for impairment or
a change in amortization method and period whenever events or changes indicate
that the carrying amount of the asset may not be recoverable or the life should be
shortened. For purposes of recognition and measurement of an impairment loss,
the Company views subscriber accounts as a single pool because of the assets’
homogeneous characteristics, and the pool of subscriber accounts is the lowest
level for which identifiable cash flows are largely independent of the cash flows of
the other assets and liabilities.

Dealer Network and Other Intangible Assets

Dealer network is an intangible asset that relates to the dealer relationships that
were acquired as part of the Monitronics Acquisition and the Security Networks
Acquisition.  Other intangible assets consist of non-compete agreements signed by
the seller of Security Networks and certain key Security Networks executives and
the LiveWatch trade mark asset.  These intangible assets will be amortized on a
straight-line basis over their estimated useful lives of 5 years.  Amortization of
dealer network and other intangible assets was $19,501,000, $19,780,000 and
$13,717,000 for the fiscal years ended December 31, 2015, 2014 and 2013,
respectively.

The Company reviews the dealer network and other intangible assets at least
annually for impairment or a change in amortization period whenever events or
changes indicate that the carrying amount of the assets may not be recoverable or
the lives should be shortened.

Goodwill
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The Company accounts for its goodwill pursuant to the provisions of Financial
Accounting Standards Board ("FASB") Accounting Standards Codification
("ASC") Topic 350, Intangibles — Goodwill and Other ("FASB ASC Topic 350"). 
In accordance with FASB ASC Topic 350, goodwill is not amortized, but rather
tested for impairment at least annually.

The Company assesses the recoverability of the carrying value of goodwill during
the fourth quarter of its fiscal year or whenever events or changes in circumstances
indicate that the carrying amount of the goodwill of a reporting unit may not be
fully recoverable. Recoverability is measured at the reporting unit level based on
the provisions of FASB ASC Topic 350.

To the extent necessary, recoverability of goodwill at a reporting unit level is
measured using a discounted cash flow model incorporating discount rates
commensurate with the risks involved, which is classified as a Level 3
measurement under FASB ASC Topic 820, Fair Value Measurements and
Disclosures. The key assumptions used in the discounted cash flow valuation
model include discount rates, growth rates, cash flow projections and terminal
value rates. Discount rates, growth rates and cash flow projections are the most
sensitive and susceptible to change as they require significant management
judgment. If the calculated fair value is less than the current carrying value,
impairment of the reporting unit may exist. When the recoverability test indicates
potential impairment, the Company will calculate an implied fair value of goodwill
for the reporting unit. The implied fair value of goodwill is determined in a manner
similar to how goodwill is calculated in a business combination. If the implied fair
value of goodwill exceeds the carrying value of goodwill assigned to the reporting
unit, there is no impairment. If the carrying value of goodwill assigned to a
reporting unit exceeds the implied fair value of the goodwill, an impairment loss is
recorded to write down the carrying value. An impairment loss cannot exceed the
carrying value of goodwill
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assigned to the reporting unit but may indicate certain long-lived and amortizable
intangible assets associated with the reporting unit may require additional
impairment testing.

Deferred Financing Costs

Deferred financing costs are recorded as a reduction to long-term debt when the
related debt is issued or when revolving credit lines increase the borrowing
capacity of the Company.  Deferred financing costs are amortized over the term of
the related debt using the effective interest method.

Holdback Liability

The Company typically withholds payment of a designated percentage of the
acquisition cost when it acquires subscriber accounts from dealers.  The withheld
funds are recorded as a liability until the guarantee period provided by the dealer
has expired.  The holdback is used as a reserve to cover any terminated subscriber
accounts that are not replaced by the dealer during the guarantee period.  At the
end of the guarantee period, the dealer is responsible for any deficit or is paid the
balance of the holdback.

Derivative Financial Instruments

The Company uses derivative financial instruments to manage exposure to
movement in interest rates. The use of these financial instruments modifies the
exposure of these risks with the intention of reducing the risk or cost. The
Company does not use derivatives for speculative or trading purposes. The
Company recognizes the fair value of all derivative instruments as either assets or
liabilities at fair value on the consolidated balance sheets. Fair value is based on
market quotes for similar instruments with the same duration. For derivative
instruments that qualify for hedge accounting under the provisions of FASB ASC
Topic 815, Derivatives and Hedging, unrealized gains and losses on the derivative
instruments are reported in accumulated other comprehensive income (loss), to the
extent the hedges are effective, until the underlying transactions are recognized in
earnings.  Derivative instruments that do not qualify for hedge accounting are
marked to market at the end of each accounting period with the change in fair
value recorded in earnings.

Foreign Currency Translation

The functional currencies of the Company’s foreign subsidiaries are their respective
local currencies. Assets and liabilities of foreign operations are translated into
U.S. dollars using exchange rates on the balance sheet date, and revenue and
expenses are translated into U.S. dollars using average exchange rates for the
period. The effects of the foreign currency translation adjustments are deferred and
are included in stockholders’ equity as a component of accumulated other
comprehensive income (loss).

Revenue Recognition
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Revenue is generated from security alarm monitoring and related services provided
by Monitronics and its subsidiaries.  Revenue related to alarm monitoring services
is recognized ratably over the life of the contract.  Revenue related to maintenance
and other services is recognized as the services are rendered.  Deferred revenue
includes payments for monitoring services to be provided in future periods.
Additionally, equipment sales are recognized as the equipment is shipped to the
customer. 

Income Taxes

The Company accounts for income taxes under FASB ASC Topic 740, Income
Taxes ("FASB ASC Topic 740"), which prescribes an asset and liability approach
that requires the recognition of deferred tax assets and liabilities for the expected
future tax consequences of events that have been recognized in the Company’s
consolidated financial statements or tax returns. In estimating future tax
consequences, the Company generally considers all expected future events other
than proposed changes in the tax law or rates. Valuation allowances are established
when necessary to reduce deferred tax assets to the amount expected to be
realized.  Income tax expense is the tax payable or refundable for the period plus
or minus the change during the period in deferred tax assets and liabilities.

FASB ASC Topic 740 specifies the accounting for uncertainty in income taxes
recognized in a company’s financial statements and prescribes a recognition
threshold and measurement attribute for the financial statement recognition and
measurement of a tax position taken or expected to be taken in a tax return.  In
instances where the Company has taken or expects to take a tax
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position in its tax return and the Company believes it is more likely than not that
such tax position will be upheld by the relevant taxing authority, the Company
records the benefits of such tax position in its consolidated financial statements.

Share-Based Compensation

The Company accounts for share-based awards pursuant to FASB ASC Topic 718,
Compensation — Stock Compensation ("FASB ASC Topic 718"), which requires
companies to measure 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 to recognize that cost over the period
during which the employee is required to provide service (usually the vesting
period of the award).

The grant-date fair value of the Ascent Capital stock options granted to the
Company’s employees was calculated using the Black-Scholes model. The
expected term of the awards was calculated using the simplified method included
in FASB ASC Topic 718. The volatility used in the calculation is based on the
historical volatility of peer companies and the risk-free rate is based on Treasury
Bonds with a term similar to that of the subject options.  A dividend rate of zero
was utilized for all granted stock options.

Basic and Diluted Earnings (Loss) Per Common Share — Series A and Series B

Basic earnings (loss) per common share ("EPS") is computed by dividing net
income (loss) by the weighted average number of Series A and Series B common
shares outstanding for the period.  Diluted EPS is computed by dividing net
income (loss) by the sum of the weighted average number of Series A and Series B
common shares outstanding and the effect of dilutive securities, including the
Company’s outstanding stock options, unvested restricted stock, convertible notes
and warrant transactions using the treasury stock method.

For the years ended December 31, 2015, 2014 and 2013, diluted EPS is computed
the same as basic EPS because the Company recorded a loss from continuing
operations, which would make potentially dilutive securities antidilutive.  Diluted
shares outstanding excluded 892,851 of stock options, unvested restricted shares
and performance units for the year ended December 31, 2015 because their
inclusion would have been anti-dilutive.  Diluted shares outstanding excluded
1,492,531 stock options and unvested restricted shares for the year ended
December 31, 2014 because their inclusion would have been anti-dilutive.  Diluted
shares outstanding excluded 1,524,539 stock options, unvested restricted shares
and rights to acquire restricted shares for the year ended December 31, 2013,
because their inclusion would have been anti-dilutive.

Year Ended December 31,
2015 2014 2013

Weighted average Series A and Series B
shares 12,947,215 13,611,264 13,926,832
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Estimates

The preparation of financial statements in conformity with U.S. GAAP requires
management to make estimates and assumptions that affect the reported amounts
of revenue and expenses for each reporting period.  The significant estimates made
in preparation of the Company’s consolidated financial statements primarily relate
to valuation of goodwill, other intangible assets, long-lived assets, deferred tax
assets, convertible debt arrangements, derivative financial instruments, and the
amount of the allowance for doubtful accounts. These estimates are based on
management’s best estimates and judgment. Management evaluates its estimates
and assumptions on an ongoing basis using historical experience and other factors
and adjusts them when facts and circumstances change. As the effects of future
events cannot be determined with any certainty, actual results could differ from the
estimates upon which the carrying values were based.

Supplemental Cash Flow Information

For the years ended December 31, 2015, 2014 and 2013, net cash paid for income
taxes was $3,245,000, $2,718,000 and $2,464,000, respectively.  For the years
ended December 31, 2015, 2014 and 2013, net cash paid for interest was
$112,282,000, $106,535,000 and $88,252,000, respectively.

(3)    Recent Accounting Pronouncements

In May 2014, the FASB issued ASU 2014-09, Revenue from Contracts with
Customers (Topic 606). Under the update, revenue will be recognized based on a
five-step model. The core principle of the model is that revenue will be recognized
when the
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transfer of promised goods or services to customers is made in an amount that
reflects the consideration to which the entity expects to be entitled in exchange for
those goods or services. In the third quarter of 2015, the FASB deferred the
effective date of the standard to annual and interim periods beginning after
December 15, 2017. Early adoption will be permitted for annual and interim
periods beginning after December 15, 2016. The Company is currently evaluating
the impact that adopting this
ASU will have on its financial position, results of operations and cash flows.

In April 2015, the FASB issued ASU 2015-03, Interest - Imputation of Interest
(Subtopic 835-30). Under this update, the cost of issuing debt will no longer be
recorded as a separate asset, unless it is incurred before the receipt of the funding
from the associated debt liability. Instead, debt issuance costs will be presented as
a direct deduction from the debt liability, similar to the presentation of debt
discounts. The costs will continue to be amortized to interest expense using the
effective interest rate method. The ASU requires retrospective application to all
prior periods presented in the financial statements and is effective for annual and
interim periods beginning after December 15, 2015. The Company elected to early
adopt the ASU for the financial statements ending December 31, 2015. The change
reclassified $22,675,000 from other assets, net to long-term debt on the
consolidated balance sheet for the period ending December 31, 2014. The adoption
of the ASU did not impact results of operations or cash flows.

In September 2015, the FASB issued ASU 2015-16, Business Combinations
(Topic 805). Under the update, an acquirer in a business combination is no longer
required to account for measurement-period adjustments retrospectively, and,
instead, will recognize a measurement-period adjustment during the period in
which it determines the amount of the adjustment. The effective date of the
standard is for fiscal years beginning after December 15, 2015, and interim periods
within those years. The Company does not expect the impact of adopting this ASU
to be material to the Company's financial statements and related disclosures.

In November 2015, the FASB issued ASU 2015-17, Income Taxes (Topic 740),
Balance Sheet Classification of Deferred Taxes. Under the update, deferred taxes
would be classified as noncurrent in the statement of financial position instead of
being separated into current and non-current amounts. The ASU is effective for
financial statements issued after January 1, 2017 with early adoption permitted.
Additionally, the Company may apply the standard either prospectively or
retrospectively. The Company elected to early adopt the ASU for the financial
statements ending December 31, 2015 and to apply the change retrospectively. The
change reclassified $6,346,000 from the current asset for Deferred income assets,
net to the non-current Deferred income tax liability, net on the consolidated
balance sheet for the period ending December 31, 2014. The adoption of the ASU
did not impact results of operations or cash flows.

In January 2016, the FASB issued ASU 2016-01, Financial Instruments--Overall
(Subtopic 825-10), Recognition and Measurement of Financial Assets and
Financial Liabilities ("ASU 2016-01"). ASU 2016-01 requires all equity
investments in unconsolidated entities (other than those accounted for using the
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equity method of accounting) will be measured at fair value through earnings. The
option for equities classified as available-for-sale to report changes in fair value in
other comprehensive income is eliminated. Additionally, ASU 2016-01 requires
deferred tax assets related to unrealized losses on securities be analyzed in
combination with the Company's other deferred tax assets. The Company will
adopt ASU 2016-01 beginning January 1, 2019 using a modified retrospective
application to all outstanding instruments, with a cumulative effect adjustment
recorded to opening accumulated retained deficit.

In February 2016, the FASB issued ASU 2016-02, Leases (Topic 842) ("ASU
2016-02"). ASU 2016-02 requires the lessee to recognize assets and liabilities for
leases with lease terms of more than twelve months. For leases with a term of
twelve months or less, the Company is permitted to make an accounting policy
election by class of underlying asset not to recognize lease assets and lease
liabilities. Further, the lease requires a finance lease to recognize both an interest
expense and an amortization of the associated expense. Operating leases generally
recognize the associated expense on a straight line basis. ASU 2016-02 requires
the Company to adopt the standard using a modified retrospective approach and
adoption beginning on January 1, 2019. The Company is currently evaluating the
impact that ASU 2016-02 will have on its financial position, results of operations
and cash flows.

(4)    Acquisitions

The Company accounts for business combinations utilizing the acquisition method
in accordance with ASC Topic 805, Business Combinations. Under the acquisition
method of accounting, the fair value of the consideration transferred has been
allocated to the tangible and identifiable intangible assets acquired and liabilities
assumed based on their preliminary estimates of fair value.

LiveWatch Acquisition
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On February 23, 2015 ("the Closing Date"), Monitronics acquired LiveWatch for a
purchase price of approximately $61,550,000 (the "LiveWatch Purchase Price").
The LiveWatch Purchase Price includes approximately $3,988,000 of cash
transferred directly to LiveWatch to fund transaction bonuses payable to
LiveWatch employees as of the Closing Date. This cash is not included in the fair
value of consideration transferred for the LiveWatch Acquisition. The LiveWatch
Purchase Price also includes post-closing adjustments of $435,000 which were
paid in the third quarter of 2015. The LiveWatch acquisition was funded by
borrowings from Monitronics' revolving credit facility, as well as cash
contributions from Ascent Capital.

In connection with the LiveWatch Acquisition, Monitronics entered into
employment agreements with certain key members of the LiveWatch management
team which provide for retention bonuses of $5,400,000 (the "LiveWatch
Retention Bonuses") to be paid on the second anniversary of the Closing Date, and
performance based bonus arrangements payable on the fourth anniversary of the
Close Date (the "LiveWatch Performance Bonuses"). The LiveWatch Performance
Bonuses are estimated to yield an aggregate payout of approximately $7,600,000.
The LiveWatch Retention Bonuses and LiveWatch Performance Bonuses
(together, the "LiveWatch Acquisition Contingent Bonuses") are contingent upon
the continued employment of the key members of the LiveWatch management
team. As such, the LiveWatch Acquisition Contingent Bonuses are expensed
ratably over the service period based on the estimated value of the payouts. For the
year ended December 31, 2015, the Company recognized $3,930,000 related to the
LiveWatch Acquisition Contingent Bonuses, which are included in Selling,
general and administrative expense in the consolidated statements of operations
and comprehensive income (loss).

The table below represents the fair value of the assets and liabilities assumed in the
LiveWatch Acquisition (dollars in thousands):

Cash $784
Trade receivables 273
Other current assets 706
Property and equipment 362
Subscriber accounts 24,900
Other intangible asset 1,300
Goodwill 36,047
Current liabilities (6,810 )
Fair value of consideration transferred $57,562

The preliminary estimates of the fair value of assets acquired and liabilities
assumed are based on available information as of the date of this report and may
be revised as additional information becomes available, which primarily includes
the finalization of the valuation of assets and liabilities acquired.

Goodwill in the amount of $36,047,000 was recognized in connection with the
LiveWatch Acquisition and was calculated as the excess of the consideration
transferred over the net assets recognized and represents the value to Monitronics
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for LiveWatch's recurring revenue and cash flow streams and its diversified
business model and marketing channel. All of the goodwill acquired in the
LiveWatch Acquisition is estimated to be deductible for tax purposes.

The subscriber accounts acquired in the LiveWatch Acquisition are amortized
using the 14-year 235% declining balance method. The other intangible asset
acquired, which represents LiveWatch's trademark asset, is amortized on a
straight-line basis over its estimated useful life of 10 years.

The Company incurred $946,000 of legal and professional services expense and
other costs related to the LiveWatch Acquisition, which are included in Selling,
general and administrative expense in the condensed consolidated statements of
operations and comprehensive income (loss).

Ascent Capital's results of operations for the period ended December 31, 2015
include the operations of LiveWatch from the Closing Date. The effect of the
LiveWatch Acquisition was not material to the Company's consolidated results for
the periods presented and, accordingly, proforma financial disclosures have not
been presented.

Security Networks Acquisition

On August 16, 2013 (the "Closing Date"), Monitronics acquired all of the equity
interests of Security Networks and certain affiliated entities.  The purchase price
(the “Security Networks Purchase Price”) of $500,557,000 consisted of
$481,834,000 in
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cash and 253,333 shares of Ascent Capital’s Series A common stock, par value
$0.01 per share, with a Closing Date fair value of $18,723,000.  The Security
Networks Purchase Price includes post-closing adjustments of $1,057,000. The
Company recognized goodwill of $177,289,000 

(5)    Investments in Marketable Securities

The following table presents a summary of amounts recorded on the Consolidated
Balance Sheets (amounts in thousands):

As of December 31, 2015
Cost Basis
(b)

Unrealized
Gains

Unrealized
Losses

Fair
Value

Equity securities $4,603 — $(1,288 ) $3,315
Mutual funds (a) 83,333 824 (420 ) 83,737
Ending balance $87,936 824 $(1,708 ) $87,052

As of December 31, 2014

Cost Basis Unrealized
Gains

Unrealized
Losses

Fair
Value

Equity securities $4,603 — $(398 ) $4,205
Mutual funds (a) 114,890 1,416 (2,746 ) 113,560
Corporate bonds $4,888 — $(60 ) $4,828
Ending balance $124,381 $1,416 $(3,204 ) $122,593

(a)Primarily consists of corporate bond funds.

(b)

When an other-than-temporary impairment occurs, the Company reduces the
cost basis of the marketable security involved. For the year end December 31,
2015, the Company recognized non-cash charges for other-than-temporary
impairments on its mutual funds of $6,389,000, which are attributable to a low
interest rate environment and widening credit spreads.

The following table provides the realized investment gains and losses and the total
proceeds received from the sale of marketable securities (amounts in thousands):

Year end December 31,
2015 2014 2013

Gross realized gains $1,256 $146 $112
Gross realized losses $955 $524 $389
Total Proceeds $57,291 $7,842 $33,415

(6)    Assets Held for Sale

In the first and second quarters of 2015, the Company completed sales of assets
held for sale with a total net book value of $18,935,000 for gains of approximately
$1,151,000. At December 31, 2015, the Company has net assets held for sale of
$6,265,000 on the consolidated balance sheet. The Company currently expects to
complete the sale of these real estate properties during the next twelve months.
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(7)    Property and Equipment

Property and equipment consist of the following (amounts in thousands):
As of December 31,
2015 2014

Property and equipment, net:
Land $4,700 9,007
Buildings and leasehold improvements 7,108 12,566
Machinery and equipment 52,790 44,467

64,598 66,040
Accumulated depreciation (32,158 ) (30,030 )

$32,440 36,010

Depreciation expense for property and equipment was $10,444,000, $10,145,000
and $8,941,000 for the years ended December 31, 2015, 2014 and 2013,
respectively.

(8)    Goodwill

The following table provides the activity and balances of goodwill (amounts in
thousands):
Balance at December 31, 2013 $527,502
Period activity —
Balance at December 31, 2014 527,502
LiveWatch Acquisition 36,047
Balance at December 31, 2015 $563,549

The Company accounts for its goodwill pursuant to the provisions of FASB ASC
Topic 350, Intangibles - Goodwill and Other("FASB ASC Topic 350"). In
accordance with FASB ASC Topic 350, goodwill is not amortized, but rather
tested for impairment annually or if an event occurs, or circumstances change, that
indicate the fair value of the entity may be below its carrying amount (a "triggering
event"). In connection with the Company's annual goodwill impairment
assessment, which is performed in the fourth quarter using October 31 balances,
the Company did not record an impairment loss to goodwill.

As of December 31, 2015, the Company determined that a triggering event had
occurred due to a sustained decrease in the Company's market capitalization. In
response to the triggering event, the Company performed a goodwill impairment
test in accordance with FASB ASC Topic 350 and determined that there was no
impairment.

(9)    Other Accrued Liabilities

Other accrued liabilities consisted of the following (amounts in thousands):
December 31,
2015

December 31,
2014

Interest payable $ 15,390 $ 15,594
Income taxes payable 2,665 3,577
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Legal accrual 379 872
Other 13,139 10,684
Total Other accrued liabilities $ 31,573 $ 30,727
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(10)    Long-Term Debt

Long-term debt consisted of the following (amounts in thousands):
December 31,
2015

December 31,
2014

Ascent Capital 4.00% Convertible Senior Notes due
July 15, 2020 with an
  effective rate of 7.8%

$ 74,507 $ 75,774

Monitronics 9.125% Senior Notes due April 1, 2020
with an effective rate of 9.4% 576,455 574,768

Monitronics term loans, matures April 9, 2022,
LIBOR plus 3.50%, subject to a LIBOR
  floor of 1.00% with an effective rate of 5.1%

542,420 —

Monitronics term loans, matures March 23, 2018,
LIBOR plus 3.25%, subject to a LIBOR
  floor of 1.00% with an effective rate of 5.0%

394,938 885,928

Monitronics $315 million revolving credit facility,
matures December 22, 2017, LIBOR
  plus 3.75%, subject to a LIBOR floor of 1.00% with
an effective rate of 6.7%

131,048 68,345

1,719,368 1,604,815
Less current portion of long-term debt (5,500 ) (9,166 )
Long-term debt $ 1,713,868 $ 1,595,649

Convertible Notes

In July, 2013, Ascent Capital issued $103,500,000 in aggregate principal amount
of 4.00% convertible senior notes due July 15, 2020 (the "Convertible Notes") in
an offering registered under the Securities Act of 1933, as amended.  The
Convertible Notes are convertible, under certain circumstances, into cash, shares
of Series A Common Stock or any combination thereof at Ascent Capital’s election.
The Convertible Notes mature on July 15, 2020 and bear interest at a rate per
annum of 4.00%.  Interest on the Convertible Notes is payable semi-annually on
January 15 and July 15 of each year. In December 2015, the Company purchased
$6,725,000 in aggregate principal amount of the Convertible Notes and retired
them recognizing a gain on extinguishment of debt of $745,000.

Holders of the Convertible Notes ("Noteholders") have the right, at their option, to
convert all or any portion of such Convertible Notes, subject to the satisfaction of
certain conditions, at an initial conversion rate of 9.7272 shares of Series A
Common Stock per $1,000 principal amount of Convertible Notes (subject to
adjustment in certain situations), which represents an initial conversion price per
share of Series A Common Stock of approximately $102.804 (the "Conversion
Price").  Ascent Capital is entitled to settle any such conversion by delivery of
cash, shares of Series A Common Stock or any combination thereof at Ascent’s
election. In addition, Noteholders have the right to submit Convertible Notes for
conversion, subject to the satisfaction of certain conditions, in the event of certain
corporate transactions.
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In the event of a fundamental change (as such term is defined in the indenture
governing the Convertible Notes) at any time prior to the maturity date, each
Noteholder shall have the right, at such Noteholder’s option, to require Ascent
Capital to repurchase for cash any or all of such Noteholder’s Convertible Notes on
the repurchase date specified by Ascent Capital at a repurchase price equal to
100% of the principal amount thereof, together with accrued and unpaid interest,
including unpaid additional interest, if any, unless the repurchase date occurs after
an interest record date and on or prior to the related interest payment date, as
specified in the indenture.

The Convertible Notes are within the scope of FASB ASC Topic 470 Subtopic 20,
Debt with Conversion and Other Options ("FASB ASC 470-20"), and as such are
required to be separated into a liability and equity component. The carrying
amount of the liability component is calculated by measuring the fair value of a
similar liability (including any embedded features other than the conversion
option) that does not have an associated conversion option. The carrying amount
of the equity component is determined by deducting the fair value of the liability
component from the initial proceeds ascribed to the Convertible Notes as a
whole. The excess of the principal amount of the liability component over its
carrying amount, treated as a debt discount, is amortized to interest cost over the
expected life of a similar liability that does not have an associated conversion
option using the effective interest method. The equity component is not
remeasured as long as it continues to meet the conditions for equity classification
as prescribed in FASB ASC 815 Subtopic 40, Contracts in an Entity’s Own Equity
("FASB ASC 815-40").  Accordingly, upon issuance, the Company estimated fair
value of the liability component as $72,764,000, with the remaining excess amount
of $30,736,000 allocated to the equity component.
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The Convertible Notes are presented on the consolidated balance sheet as follows
(amounts in thousands):

As of
December 31,
2015

As of
December 31,
2014

Principal $ 96,775 $ 103,500
Unamortized discount (20,857 ) (25,969 )
Deferred debt costs $ (1,411 ) $ (1,757 )
Carrying value $ 74,507 $ 75,774

The Company is using an effective interest rate of 14.0% to calculate the accretion
of the debt discount, which is being recorded as interest expense over the expected
remaining term to maturity of the Convertible Notes.  The Company recognized
contractual interest expense of $4,125,000 and $4,140,000 on the Convertible
Notes for the years ended December 31, 2015 and 2014, respectively.  The
Company amortized $3,643,000 and $3,342,000 of the Convertible Notes debt
discount into interest expense for the years ended December 31, 2015 and 2014,
respectively. The Company retired $1,468,000 of unamortized debt discount and
$135,000 of deferred financing costs in connection with the retirement of the
Convertible Notes.

Hedging Transactions Relating to the Offering of the Convertible Notes

In connection with the issuance of the Convertible Notes, Ascent Capital entered
into separate privately negotiated purchased call options (the "Bond Hedge
Transactions").  The Bond Hedge Transactions require the counterparties to offset
Series A Common Stock deliverable or cash payments made by Ascent Capital
upon conversion of the Convertible Notes in the event that the volume-weighted
average price of the Series A Common Stock on each trading day of the relevant
valuation period is greater than the strike price of $102.804, which corresponds to
the Conversion Price of the Convertible Notes.  The Bond Hedge Transactions
cover, subject to anti-dilution adjustments, approximately 1,007,000 shares of
Series A Common Stock, which is equivalent to the number of shares initially
issuable upon conversion of the Convertible Notes, and are expected to reduce the
potential dilution with respect to the Series A Common Stock, and/or offset
potential cash payments Ascent Capital is required to make in excess of the
principal amount of the Convertible Notes upon conversion.

Concurrently with the Bond Hedge Transactions, Ascent Capital also entered into
separate privately negotiated warrant transactions with each of the call option
counterparties (the "Warrant Transactions").  The warrants are European options,
and are exercisable in tranches on consecutive trading days starting after the
maturity of the Convertible Notes.  The warrants cover the same initial number of
shares of Series A Common Stock, subject to anti-dilution adjustments, as the
Bond Hedge Transactions.  The Warrant Transactions require Ascent Capital to
deliver Series A Common Stock or make cash payments to the counterparties on
each expiration date with a value equal to the number of warrants exercisable on
that date times the excess of the volume-weighted average price of the Series A
Common Stock over the strike price of $118.62, which effectively reflects a 50%
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conversion premium on the Convertible Notes.  As such, the Warrant Transactions
may have a dilutive effect with respect to the Common Stock to the extent the
Warrant Transactions are settled with shares of Series A Common Stock. Ascent
Capital may elect to settle its delivery obligation under the Warrant Transactions in
cash.

The Bond Hedge Transactions and Warrant Transactions are separate transactions
entered into by Ascent Capital, are not part of the terms of the Convertible Notes
and will not affect the Noteholders’ rights under the Convertible Notes.  The
Noteholders will not have any rights with respect to the Bond Hedge Transactions
or the Warrant Transactions.

Ascent Capital purchased the bond hedge call option for $20,318,000 and received
$14,211,000 in proceeds from the sale of the warrants, resulting in a net cost for
the Bond Hedge Transactions and the Warrant Transactions of $6,107,000.  In
accordance with FASB ASC 815-40, the fair value of the Bond Hedge and
Warrant Transactions was recognized in Additional paid-in capital on the
consolidated balance sheet.

Senior Notes

The senior notes total 585,000,000 in principal, mature on April 1, 2020 in
principal, mature on April 1, 2020 and bear interest at 9.125% per annum.  Interest
payments are due semi-annually on April 1 and October 1 of each year. The Senior
Notes are guaranteed by all of Monitronics’ existing domestic subsidiaries.  Ascent
Capital has not guaranteed any of Monitronics’ obligations under the Senior Notes.
As of December 31, 2015, the senior notes had deferred financing costs, net of
accumulated amortization of $8,760,000.
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Credit Facility

On February 17, 2015, Monitronics entered into an amendment ("Amendment No.
4") with the lenders of its existing senior secured credit agreement dated March 23,
2012, and amended and restated on August 16, 2013, March 25, 2013 and
November 7, 2012 (the "Existing Credit Agreement"). Amendment No. 4 provided
for, among other things, the increased commitment under the revolving credit
facility in a principal amount of $315,000,000.

On April 9, 2015, Monitronics entered into Amendment No. 5 ("Amendment No.
5") to its Existing Credit Agreement. Pursuant to Amendment No. 5, Monitronics
completed the issuance of an incremental $550,000,000 senior secured Term Loan
B offering at a 0.5% discount with a maturity date of April 9, 2022 (the "2022
Term Loans"). Monitronics use the net proceeds to retire approximately
$492,000,000 of its existing term loans due March 2018 (the "2018 Term Loans")
and repaid $49,900,000 of its revolving credit facility. Amendment No 5 (the
Existing Agreement together with Amendment No. 4 and Amendment No. 5, the
"Credit Facility") also incorporates certain covenant changes, including the
removal of the third quarter 2015 step downs of the senior secured and total
leverage ratios, both as defined in the Credit Facility.

The 2018 Term Loans bear interest at LIBOR plus 3.25%, subject to a LIBOR
floor of 1.00%, and mature on March 23, 2018. Interest on the 2018 Term Loans
are due quarterly with the principal due at maturity. The 2022 Term Loans bear
interest at LIBOR plus 3.5%, subject to a LIBOR floor of 1.00%  Principal
payments of approximately $1,375,000 and interest on the term loans are due
quarterly on the 2022 Term Loans. The Credit Facility revolver bears interest at
LIBOR plus 3.75%, subject to a LIBOR floor of 1.00%, and matures on December
22, 2017. There is an annual commitment fee of 0.5% on unused portions of the
Credit Facility revolver. As of December 31, 2015, $181,750,000 is available for
borrowing under the revolving credit facility. As of December 31, 2015, the
Company has deferred debt costs, net of accumulated amortization, of $9,058,000
related to the Credit Facility.

The Credit Facility is secured by a pledge of all of the outstanding stock of
Monitronics and all of its existing subsidiaries and is guaranteed by all of
Monitronics’ existing domestic subsidiaries.  Ascent Capital has not guaranteed any
of Monitronics’ obligations under the Credit Facility.

At any time after the occurrence of an event of default under the Credit Facility,
the lenders may, among other options, declare any amounts outstanding under the
Credit Facility immediately due and payable and terminate any commitment to
make further loans under the Credit Facility.  In addition, failure to comply with
restrictions contained in the Senior Notes could lead to an event of default under
the Credit Facility.

In order to reduce the financial risk related to changes in interest rates associated
with the floating rate term loans under the Credit Facility term loans, Monitronics
has entered into interest rate swap agreements with terms similar to the Credit
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Facility term loans (all outstanding interest rate swap agreements are collectively
referred to as the “Swaps”). The Swaps have been designated as effective hedges of
the Company’s variable rate debt and qualify for hedge accounting. As a result of
these interest rate swaps, Monitronics' current effective weighted average interest
rate on the borrowings under the Credit Facility term loans is 5.15%. See note 11,
Derivatives, for further disclosures related to these derivative instruments.  .

The terms of the Convertible Notes, the Senior Notes and the Credit Facility
provide for certain financial and nonfinancial covenants.  As of December 31,
2015, the Company was in compliance with all required covenants.

Principal payments scheduled to be made on the Company’s debt obligations are as
follows (amounts in thousands):
2016 $5,500
2017 138,750
2018 409,284
2019 5,500
2020 687,275
2021 5,500
Thereafter 512,875
Total principal payments $1,764,684
Less:
Unamortized discounts, premium and deferred debt costs, net 45,316
Total debt on consolidated balance sheet $1,719,368
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(11)    Derivatives

The Company utilizes interest rate swap agreements to reduce the interest rate risk
inherent in Monitronics’ variable rate Credit Facility term loans.  The valuation of
these instruments is determined using widely accepted valuation techniques,
including discounted cash flow analysis on the expected cash flows of each
derivative. This analysis reflects the contractual terms of the derivatives, including
the period to maturity, and uses observable market-based inputs, including interest
rate curves and implied volatility. The Company incorporates credit valuation
adjustments to appropriately reflect the respective counterparty’s nonperformance
risk in the fair value measurements.  See note 12, Fair Value Measurements, for
additional information about the credit valuation adjustments.

At December 31, 2015, derivative financial instruments include seven interest rate
swaps with a fair value $13,470,000 that constitute a liability of the Company.  At
December 31, 2014, derivative financial instruments include one interest rate swap
with a fair value of $1,123,000, that constitute an asset of the Company and three
interest rate swaps with a fair value $5,780,000 that constitute a liability of the
Company.  The Swaps are included in Other assets, net and Derivative financial
instruments on the consolidated balance sheets.  As of December 31, 2015 and
2014 no amounts were offset for certain derivatives' fair value that were
recognized under a master netting agreement with the same counterparty.

The objective of the swap derivative instruments was to reduce the risk associated
with Monitronics’ term loan variable interest rates.  In effect, the swap derivative
instruments convert variable interest rates into fixed interest rates on the
Company’s term loan borrowings. 

All of the Swaps are designated and qualify as cash flow hedging instruments, with
the effective portion of the Swaps' change in fair value recorded in accumulated
other comprehensive income (loss).  Any ineffective portions of the Swaps' change
in fair value are recognized in current earnings in interest expense.  Changes in the
fair value of the Swaps recognized in accumulated other comprehensive income
(loss) are reclassified to interest expense when the hedged interest payments on the
underlying debt are recognized.  Amounts in accumulated other comprehensive
income (loss) expected to be recognized in Interest expense in the coming 12
months total approximately $7,092,000.

The Swaps’ outstanding notional balance as of December 31, 2015 and terms are
noted below:

Notional Effective Date Maturity
Date

Fixed
Rate Paid Variable Rate Received

$529,375,000 March 28, 2013 March 23,
2018 1.884%

3 mo.
USD-LIBOR-BBA,
subject to a 1.00% floor
(a)

140,287,500 March 28, 2013 March 23,
2018

1.384% 3 mo.
USD-LIBOR-BBA,
subject to a 1.00% floor
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109,673,367 September 30,
2013

March 23,
2018 1.959%

3 mo.
USD-LIBOR-BBA,
subject to a 1.00% floor

109,673,367 September 30,
2013

March 23,
2018 1.850%

3 mo.
USD-LIBOR-BBA,
subject to a 1.00% floor

191,475,002 March 23, 2018 April 9,
2022 2.924%

3 mo.
USD-LIBOR-BBA,
subject to a 1.00% floor

250,000,000 March 23, 2018 April 9,
2022 2.810%

3 mo.
USD-LIBOR-BBA,
subject to a 1.00% floor

50,000,000 March 23, 2018 April 9,
2022 2.504%

3 mo.
USD-LIBOR-BBA,
subject to a 1.00% floor

(a) 

On March 25, 2013, Monitronics negotiated amendments to the terms of these
interest rate swap agreements,which were entered into in March 2012 (the
"Existing Swap Agreements," as amended, the “Amended Swaps”). The
Amended Swaps are held with the same counterparties as the Existing Swap
Agreements. Upon entering into the Amended Swaps, Monitronics
simultaneously dedesignated the Existing Swap Agreements and redesignated
the Amended Swaps as cash flow hedges for the underlying change in the swap
terms. The amounts previously recognized in Accumulated other
comprehensive loss relating to the dedesignation are recognized in Interest
expense over the remaining life of the Amended Swaps.
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The impact of the derivatives designated as cash flow hedges on the consolidated
financial statements is depicted below (amounts in thousands):

Year Ended December 31,
2015 2014 2013

Effective portion of gain (loss) recognized in
Accumulated other comprehensive income (loss) $(16,041) (12,560) 7,014

Effective portion of loss reclassified from
Accumulated other comprehensive income (loss)
into Net loss (a)

$(7,300 ) (7,681 ) (5,303 )

Ineffective portion of amount of gain (loss)
recognized into Net loss on interest rate swaps
(a)

$(119 ) (46 ) 24

(a)         Amounts are included in Interest expense in the consolidated statements of
operations and comprehensive income (loss).

(12)    Fair Value Measurements

According to the Fair Value Measurements and Disclosures Topic of the Financial
Accounting Standards Board Accounting Standards Codification, fair value is
defined as the amount that would be received for selling an asset or paid to transfer
a liability in an orderly transaction between market participants and requires that
assets and liabilities carried at fair value are classified and disclosed in the
following three categories:

•Level 1 - Quoted prices for identical instruments in active markets.

•
Level 2 - Quoted prices for similar instruments in active or inactive markets and
valuations derived from models where all significant inputs are observable in
active markets.

•Level 3 - Valuations derived from valuation techniques in which one or more
significant inputs are unobservable in any market.

The following summarizes the fair value level of assets and liabilities that are
measured on a recurring basis at December 31, 2015 and December 31, 2014
(amounts in thousands): 

Level 1 Level 2 Level 3 Total
December 31, 2015
Money market funds (a) $2,242 — — 2,242
Investments in marketable securities
(b) 87,052 — — 87,052

Derivative financial instruments -
liabilities — (13,470 ) — (13,470 )

Total 89,294 (13,470 ) — 75,824
December 31, 2014
Money market funds (a) $8,492 — — 8,492
Investments in marketable securities
(b) 117,765 4,828 — 122,593

Derivative financial instruments -
assets (c) — 1,123 — 1,123
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Derivative financial instruments -
liabilities — (5,780 ) — (5,780 )

Total 126,257 171 — 126,428

(a) Included in cash and cash equivalents on the consolidated balance sheets.

(b)

Level 1 investments primarily consist of diversified corporate bond funds.  The
Level 2 security represents one investment in a corporate bond which was sold
in in the second quarter of 2015.  All investments are classified as
available-for-sale securities.

(c) Included in Other assets, net on the consolidated balance sheets.

The Company has determined that the majority of the inputs used to value the
Swaps fall within Level 2 of the fair value hierarchy.   As a result, the Company
has determined that its derivative valuations are classified in Level 2 of the fair
value hierarchy.
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Carrying values and fair values of financial instruments that are not carried at fair
value are as follows (amounts in thousands):

December
31, 2015

December
31, 2014

Long term debt, including current portion:
Carrying value $1,719,368 $1,604,815
Fair value (a) 1,563,376 1,590,809

(a) The fair value is based on valuations from third party financial institutions and
is classified as Level 2 in the hierarchy.

Ascent Capital’s other financial instruments, including cash and cash equivalents,
accounts receivable and accounts payable are carried at cost, which approximates
their fair value because of their short-term maturity.

(13)    Restructuring Charges

In connection with the Security Networks Acquisition, management approved a
restructuring plan to transition Security Networks’ operations in West Palm Beach
and Kissimmee, Florida to Dallas, Texas (the "2013 Restructuring Plan"). The
2013 Restructuring Plan provided certain Security Networks' employees with a
severance package that entitled them to receive benefits upon completion of the
transition in 2014. Severance costs related to the 2013 Restructuring Plan were
recognized ratably over the future service period. No restructuring charges were
recognized during 2015. During the years ended December 31, 2014 and
December 31, 2013, the Company recognized $952,000 and $1,111,000,
respectively of restructuring charges related to employee termination benefits
under the 2013 Restructuring Plan. The transition of Security Networks' operations
to Dallas was completed in the second quarter of 2014.

The following tables provide the activity and balances of the Company’s
restructuring plan (amounts in thousands):

December
31, 2014 Additions Payments Other December

31, 2015
2013
Restructuring
Plan
Severance and
retention $134 — (134 ) — —

December
31, 2013 Additions Payments Other December

31, 2014
2013
Restructuring
Plan
Severance and
retention $1,570 952 (2,388 ) — 134

December
31, 2012 Additions Payments Other December

31, 2013
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2013
Restructuring
Plan
Severance and
retention $— 1,111 (33 ) 492 (a) 1,570

(a)        Amount was recorded upon the acquisition of Security Networks.

(14)    Income Taxes

Components of pretax income (loss) from continuing operations by jurisdiction are
as follows (amounts in thousands):

Year Ended December 31,
2015 2014 2013

Domestic $(80,021 ) (34,383 ) (18,625 )
Foreign 290 355 295
Loss from continuing operations before taxes $(79,731 ) (34,028 ) (18,330 )
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The Company’s income tax benefit (expense) from continuing operations is as
follows (amounts in thousands):

Year Ended December 31,
2015 2014 2013

Current:
Federal $— — —
State (2,305 ) (3,527 ) (2,953 )
Foreign (62 ) (85 ) (114 )

(2,367 ) (3,612 ) (3,067 )
Deferred:
Federal (3,894 ) (3,292 ) 3,343
State (266 ) 3,384 (3,596 )
Foreign 22 100 50

(4,138 ) 192 (203 )
Total income tax expense from continuing
operations $(6,505 ) (3,420 ) (3,270 )

Total income tax expense from continuing operations differs from the amounts
computed by applying the U.S. federal income tax rate of 35% as a result of the
following (amounts in thousands):

Year Ended December 31,
2015 2014 2013

Computed expected tax benefit $27,906 11,910 6,416
State and local income taxes, net of federal
benefit (1,671 ) (93 ) (4,257 )

Change in valuation allowance affecting
income tax expense (27,890 ) (11,232 ) (2,345 )

Income (expense) not resulting in tax impact (803 ) (694 ) (1,539 )
Tax amortization of indefinite-lived assets (3,890 ) (3,292 ) (1,481 )
Other, net (157 ) (19 ) (64 )
Income tax expense $(6,505 ) (3,420 ) (3,270 )

Components of deferred tax assets and liabilities are as follows (amounts in
thousands):

As of December 31,
2015 2014

Accounts receivable reserves $1,874 1,301
Accrued liabilities 10,205 10,085
Net operating loss carryforwards 192,570 162,994
Derivative financial instruments 4,997 1,682
Other deferred tax assets 11,248 11,410
Valuation allowance (90,216 ) (63,214 )
Total deferred tax assets 130,678 124,258
Intangible assets (133,339 ) (123,068 )
Convertible notes (7,694 ) (9,388 )
Property, plant and equipment (1,371 ) (100 )
Other deferred tax liabilities (1,920 ) (1,231 )
Total deferred tax liabilities (144,324 ) (133,787 )
Net deferred tax liabilities $(13,646 ) $(9,529 )
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For the year ended December 31, 2015, the valuation allowance increased by
$27,002,000.  The change in the valuation allowance is attributable to an increase
of $27,890,000 related to federal income tax expense, an increase of $901,000
related to changes in the derivative and marketable securities fair values recorded
in other comprehensive income and $1,789,000 of other adjustments to deferred
taxes.
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The excess tax benefits associated with the exercise of non-qualified stock options
and vesting of restricted stock awards from the Company’s incentive plans, for
2015 and 2014 in the amount of $1,998,000 and $2,115,000, respectively, did not
reduce current income taxes payable and, accordingly, are not included in the
deferred tax asset relating to net operating loss ("NOL") carryforwards. The 2015
amount is included with the federal and state NOL carryforwards disclosed below.

At December 31, 2015, the Company has $529,400,000, $84,519,000 and
$97,636,000 in net operating loss carryforwards for federal, California and other
state tax purposes, respectively.  The federal net operating losses expire at various
times from 2024 through 2035.  The state net operating loss carryforwards will
expire during the years 2016 through 2035.  Approximately $129,521,000 of the
Company’s net operating losses are subject to IRC Section 382 limitations.  The
Company has $1,064,000 of federal income tax credits, of which $638,000 will
expire in 2018.  The Company also has $1,012,000 of state credits that will expire
through year 2026.

As of December 31, 2015, the 2012 to 2015 tax years remain open to examination
by the IRS and the 2011 to 2015 tax years remain open to examination by certain
state tax authorities.  The Company’s foreign tax returns subsequent to 2011 are
open for review by the foreign taxing authorities.

A reconciliation of the beginning and ending amount of uncertain tax positions,
which is recorded in other long term liabilities, is as follows (amounts in
thousands):

Year Ended December 31,
2015 2014 2013

As of the beginning of the year $191 247 247
Increases for tax positions of current years 2 4 —
Reductions for tax positions of prior years — (60 ) —
As of the end of the year $193 191 247

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. Any accrual of interest and
penalties related to underpayment of income taxes on uncertain tax positions is
included in Income tax expense from continuing operations in the accompanying
consolidated statements of operations. As of December 31, 2015 accrued interest
and penalties related to uncertain tax positions were approximately $69,000.  The
Company does not expect a significant change in uncertain tax positions in the
next twelve months.

(15)    Stock-based and Long-Term Compensation

Ascent Capital Group, Inc. 2015 Omnibus Incentive Plan

The Ascent Capital Group, Inc. 2015 Omnibus Incentive Plan (the "2015 incentive
plan") was adopted, effective February 25, 2015, in part, due to the diminishing
number of shares of the Company’s common stock with respect to which awards
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could be granted under the 2008 plans (as defined below). The 2015 incentive plan
is designed to provide additional compensation to certain employees, nonemployee
directors and independent contractors for services rendered, to encourage their
investment in our capital stock, to attract persons of exceptional ability to become
officers, nonemployee directors, and employees of the Company and/or its
subsidiaries. The number of individuals who receive awards under the 2015
incentive plan will vary from year to year and is not predictable. Awards may be
granted as non-qualified stock options, stock appreciation rights, restricted shares,
restricted stock units, cash awards, performance awards or any combination of the
foregoing (collectively, "awards"). The maximum number of shares of Ascent
Capital’s common stock with respect to which awards may be granted under the
2015 incentive plan was determined based on the number of shares that remained
available under the 2008 plans, resulting in an aggregate of 599,862 shares (plus
any shares of our common stock subject to currently outstanding awards that
become available again under the 2008 Plans) available under the 2015 incentive
plan, subject to anti-dilution and other adjustment provisions of the incentive plan.
The base or exercise price of a stock option or stock appreciation right may not be
less than fair market value on the day it is granted.

Ascent Capital Group, Inc. 2008 Incentive Plan and Ascent Capital Group, Inc.
2008 Non-Employee Director Incentive Plan

The Ascent Capital Group, Inc. 2008 Incentive Plan (the "2008 incentive plan")
and the Ascent Capital Group, Inc. 2008 Non-Employee Director Incentive Plan
(together with the 2008 incentive plan, the "2008 plans") were adopted by the
Board of Directors of the Company on September 15, 2008.  The 2008 plans were
designed to provide additional compensation to
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certain employees and independent contractors for services rendered, to attract
persons of exceptional ability to become officers and employees, to compensate
the non-employee Board of Director members for services rendered and to
encourage investment in Ascent Capital's capital stock.  Upon the adoption of the
2015 incentive plan by the Board of Directors of the Company, the Board
determined to cease making any further grants under the 2008 plans. The 2008
plans permitted awards of non-qualified stock options, stock appreciation rights,
restricted shares, stock units, cash awards, performance awards or any combination
of the foregoing (collectively, "awards"). The 2008 plans provided that base or
exercise price of a stock option or stock appreciation right may not be less than fair
market value on the day it was granted.

Stock Options

The Company makes awards of non-qualified stock options for Ascent Capital
Series A common stock to the Company’s executives and certain employees.  The
exercise price is typically granted as the closing share price for Ascent Capital
Series A common stock as of the grant date.  The awards generally have a life of
five to seven years and vest over two to four years.
The grant-date fair value of the Ascent Capital stock options granted to the
Company’s employees was calculated using the Black-Scholes model. There were
no options granted in 2015, 2014 and 2013.

The following table presents the number and weighted average exercise price
("WAEP") of outstanding options to purchase Ascent Capital Series A common
stock:

Series A
Common Stock
Options

WAEP

Outstanding at January 1, 2015 1,262,887 $41.50
Granted — $—
Exercised — $—
Forfeited (20,268 ) $54.11
Outstanding at December 31, 2015 1,242,619 $41.29
Exercisable at December 31, 2015 922,856 $33.74

There was no intrinsic value for both outstanding stock option awards and
exercisable stock option awards at December 31, 2015.  The weighted average
remaining contractual life of outstanding and exercisable awards at December 31,
2015 was 3.0 years and 2.7 years, respectively.

Restricted Stock Awards and Restricted Stock Units

The Company makes awards of restricted stock for its common stock to the
Company’s executives and certain employees.  Substantially all of these awards
have been for its Series A common stock.  The fair values for the restricted stock
awards are the closing price of Ascent Capital Series A common stock on the
applicable dates of grants.  Upon the grant of the restricted stock award, the
recipient receives a stock certificate that cannot be transfered or sold until the
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vesting criteria have been met. A restricted stock unit stock is not issued until the
vesting criteria have been met. The awards generally vest over two to five years.

The following table presents the number and weighted average fair value (“WAFV”)
of unvested restricted stock awards:

Series A
Restricted Stock
Awards

WAFV

Outstanding at January 1, 2015 229,644 $59.12
Granted 118,313 $27.41
Vested (89,202 ) $52.44
Canceled (15,962 ) $53.19
Outstanding at December 31, 2015 242,793 $45.15

There were no outstanding Series B restricted stock awards as of December 31,
2015.
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The following table presents the number and WAFV of unvested restricted stock
units:

Series A
Restricted Stock
Units

WAFV

Outstanding at January 1, 2015 — $—
Granted 137,485 $38.38
Vested — $—
Canceled (22,500 ) $26.30
Outstanding at December 31, 2015 114,985 $40.74

As of December 31, 2015, the total compensation cost related to unvested equity
awards was approximately $14,090,000.  Such amount will be recognized in the
consolidated statements of operations over a period of approximately 4 years.

(16)    Stockholders’ Equity

Preferred Stock

The Company’s preferred stock is issuable, from time to time, with such
designations, preferences and relative participating, optional or other rights,
qualifications, limitations or restrictions thereof, as shall be stated and expressed in
a resolution or resolutions providing for the issue of such preferred stock adopted
by Ascent Capital’s Board of Directors.  As of December 31, 2015, no shares of
preferred stock were issued.

Common Stock

Holders of Ascent Capital Series A common stock are entitled to one vote for each
share held, and holders of Ascent Capital Series B common stock are entitled to 10
votes for each share held.  Holders of Ascent Capital Series C common stock are
not entitled to any voting powers, except as required by Delaware law.  As of
December 31, 2015, 12,301,248 shares of Series A common stock were issued and
outstanding and 382,359 shares of Series B common stock were issued and
outstanding.  Each share of the Series B common stock is convertible, at the option
of the holder, into one share of Series A common stock.  As of December 31,
2015, no shares of Ascent Capital Series C common stock were issued or
outstanding.

On June 16, 2011, the Company announced that it received authorization to
implement a share repurchase program, pursuant to which it could purchase up to
$25,000,000 of its shares of Series A Common Stock from time to time. On
November 14, 2013, November 10, 2014 and September 4, 2015, the Company’s
Board of Directors authorized, at each date, the repurchase of an incremental
$25,000,000 of its Series A Common Stock (the "Share Repurchase
Authorizations").

During 2015, the Company repurchased 940,729 shares of its Series A common
stock at an average purchase price of $31.88 per share for a total of approximately
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$29,988,000 pursuant to the Share Repurchase Authorizations. During 2014, the
Company repurchased 557,309 shares of its Series A common stock at an average
purchase price of $64.12 per share for a total of approximately $35,734,000
pursuant to the Share Repurchase Authorizations. There were no stock repurchases
pursuant to the Share Repurchase Authorizations during 2013. These repurchased
shares were all canceled and returned to the status of authorized and unissued.

On October 25, 2013, the Company purchased 351,734 shares of Ascent Capital’s
Series B common stock (the “Purchased Shares”) from John C. Malone for aggregate
cash consideration of approximately $33,436,000.  The Purchased Shares were
canceled and returned to the status of authorized and unissued.
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The following table presents the activity in Ascent Capital’s Series A and Series B
common stock for the three year period ended December 31, 2015:

Series A
Common Stock

Series B
Common Stock

Balance at December 31, 2012 13,389,821 737,166
Conversion from Series B to Series A shares 1,220 (1,220 )
Issuance of restricted stock 42,804 —
Restricted stock canceled for forfeitures and tax
withholding (18,035 ) —

Stock option exercises 3,531 —
Stock issuance as consideration for Security
Networks Acquisition 253,333 —

Repurchases and retirement of Series B Shares — (351,734 )
Balance at December 31, 2013 13,672,674 384,212
Conversion from Series B to Series A shares 126 (126 )
Issuance of restricted stock 36,797 —
Restricted stock canceled for forfeitures and tax
withholding (12,442 ) —

Stock option exercises 22,249 —
Repurchases and retirements of Series A shares (557,309 )
Balance at December 31, 2014 13,162,095 384,086
Conversion from Series B to Series A shares 1,727 (1,727 )
Issuance of restricted stock 118,313 —
Restricted stock canceled for forfeitures and tax
withholding (40,158 ) —

Repurchases and retirements of Series A shares (940,729 ) —
Balance at December 31, 2015 12,301,248 382,359

As of December 31, 2015, there were 1,242,619 shares of Ascent Capital Series A
common stock reserved for issuance under exercise privileges of outstanding stock
options.

 Accumulated Other Comprehensive Income (Loss)

Foreign
 Currency
 Translation
 Adjustments (a)

Unrealized
 Holding
 Gains and Losses, 
net (b)

Unrealized
 Gains and 
Losses on
 Derivative
Instruments, 
net (c)

Accumulated
  Other
  Comprehensive
  Income (Loss)

Balance at December 31,
2012 $ 46 2,667 (12,243 ) (9,530 )

Gain (loss) through
Accumulated other
comprehensive loss

121 (1,446 ) 7,014 5,689

Reclassifications of loss
(gains) into net income — 277 5,303 5,580

Balance at December 31,
2013 167 1,498 74 1,739

(382 ) (3,664 ) (12,560 ) (16,606 )
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Gain (loss) through
Accumulated other
comprehensive loss
Reclassifications of loss
(gains) into net income — 378 7,681 8,059

Balance at December 31,
2014 (215 ) (1,788 ) (4,805 ) (6,808 )

Gain (loss) through
Accumulated other
comprehensive loss

(293 ) 6,991 (16,041 ) (9,343 )

Reclassifications of loss
(gains) into net income — (6,087 ) 7,300 1,213

Balance at December 31,
2015 $ (508 ) (884 ) (13,546 ) (14,938 )

(a)        No income taxes were recorded on foreign currency translation amounts
for 2015, 2014 and 2013 because the Company is subject to a full valuation
allowance.
(b)        No income taxes were recorded on the December 31, 2015, 2014 and 2013
unrealized holding gains because the Company is subject to a full valuation
allowance.  Amounts reclassified into net income are included in Other
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income, net on the consolidated statement of operations.  See note 5, Investments
in Marketable Securities, for further information.
(c)         No income taxes were recorded unrealized loss on derivative instrument
amounts for 2015, 2014 and 2013 because the Company is subject to a full
valuation allowance.  Amounts reclassified into net income are included in Interest
expense on the consolidated statement of operations.  See note 11, Derivatives, for
further information.

(17)  Employee Benefit Plans

Defined Contribution Plan

The Company offers a 401(k) defined contribution plan covering its full-time
employees. The plan is funded by employee and employer contributions.  Total
401(k) plan expense for the years ended December 31, 2015, 2014 and 2013 was
$132,000, $80,000 and $125,000, respectively.

(18)                          Commitments, Contingencies and Other Liabilities

Contractual Obligations

Future minimum lease payments under scheduled operating leases, which are
primarily for buildings, equipment and real estate, having initial or remaining
noncancelable terms in excess of one year are as follows (in thousands):
Year Ended December 31:
2016 $5,414
2017 2,974
2018 2,931
2019 2,943
2020 2,927
Thereafter 30,905
Sublease income (1,609 )
Minimum lease commitments $46,485

Rent expense for noncancelable operating leases for real property and equipment
was $4,540,000, $3,664,000 and $2,468,000 for the years ended December 31,
2015, 2014 and 2013, respectively.  Various lease arrangements contain options to
extend terms and are subject to escalation clauses.

Indemnifications

On September 17, 2008 ("Spin-Off Date"), Ascent Capital was spun off from DHC
as effected by a distribution of Ascent Capital Series A and Series B common
stock holders of DHC Series A and Series B common stock (the "Spin-Off").  In
connection with the Spin-Off, Ascent Capital and DHC entered into certain
agreements in order to govern certain ongoing relationships between Ascent
Capital and DHC after the Spin-Off and to provide mechanisms for an orderly
transition.  These agreements included a tax sharing agreement.  Pursuant to the
tax sharing agreement with DHC, Ascent Capital is responsible for all taxes

Edgar Filing: FIRST AMERICAN CORP - Form PRE 14A

134



attributable to it or any of its subsidiaries, whether accruing before, on or after the
Spin-Off Date.  The Company is responsible for and indemnifies DHC with
respect to (i) certain taxes attributable to DHC or any of its subsidiaries (other than
Discovery Communications, LLC) and (ii) all taxes arising as a result of the
Spin-Off.  The indemnification obligations under the tax sharing agreement are not
limited in amount or subject to any cap.  Also, pursuant to the reorganization
agreement it entered into with DHC in connection with the Spin-Off, the Company
assumed certain indemnification obligations designed to make it financially
responsible for substantially all non-tax liabilities that may exist relating to the
business of the Company's former subsidiary, Ascent Media Group, LLC, whether
incurred prior to or after the Spin-Off, as well as certain obligations of DHC.  The
Company does not expect to incur any material obligations under such
indemnification provisions.

Legal

The Company is involved in litigation and similar claims incidental to the conduct
of its business, including from time to time, contractual disputes, claims related to
alleged security system failures and claims related to alleged violations of the U.S.
Telephone Consumer Protection Act. Matters that are probable of unfavorable
outcome to the Company and which can be reasonably estimated are accrued. Such
accruals are based on information known about the matters, management’s estimate
of
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the outcomes of such matters and experience in contesting, litigating and settling
similar matters.  In management’s opinion, none of the pending actions is likely to
have a material adverse impact on the Company’s financial position or results of
operations.  The Company accrues and expenses legal fees related to loss
contingency matters as incurred.

(19) Reportable Business Segments

Description of Segments

The Company operates through two reportable business segments according to the
nature and economic characteristics of its services as well as the manner in which
the information issued internally by the Company's key decision maker, who is the
Company's Chief Executive Officer. The Company's business segments are as
follows:

Monitronics

The Monitronics segment is primarily engaged in the business of providing
security alarm monitoring services: monitoring signals arising from burglaries,
fires, medical alerts and other events through security systems at subscribers'
premises, as well as providing customer service and technical support. Monitronics
outsources the sales, installation and most of its field service functions to its
dealers. By outsourcing the low margin, high fixed-cost elements of its business to
a large network of independent service providers, Monitronics is able to allocate
capital to growing its revenue-generating account base rather than to local offices
or depreciating hard assets.

LiveWatch

LiveWatch is a do-it-yourself ("DIY") home security provider offering
professionally monitored security services through a direct-to-consumer sales
channel. LiveWatch offers a differentiated go-to-market strategy through direct
response TV, internet and radio advertising. When a customer initiates the process
to obtain monitoring services, LiveWatch pre-configures the alarm monitoring
system based on customer specifications. LiveWatch then packages and ships the
equipment directly to the customer. The customer self-installs the equipment
on-site and activates the monitoring service over the phone.

Other Activities

Other Activities primarily consists of Ascent Capital's corporate costs, including
administrative and other activities not associated with the operation of the
reportable segments.

The business segment management reporting and controlling systems are based on
the same accounting policies as those described in note 2, Summary of Significant
Account Accounting Policies.
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As they arise, transactions between segments are recorded on a arm's length basis
using relevant market prices.

For the year ended December 31, 2015 (amounts in thousands):
Monitronics LiveWatch Other Consolidated

Net revenue $ 548,622 $ 14,734 $— $ 563,356
Depreciation and amortization $ 264,870 $ 3,864 $378 $ 269,112
Net loss from continuing
operations before income taxes $ (47,793 ) $ (18,365 ) $(13,573) $ (79,731 )

As of December 31, 2015  (amounts in thousands):
Monitronics LiveWatch Other Consolidated

Subscriber accounts, net of
amortization $1,400,515 $ 23,023 $— $ 1,423,538

Goodwill $527,502 $ 36,047 $— $ 563,549
Total assets $2,033,180 $ 63,267 $76,858 $ 2,173,305

Prior to the acquisition of LiveWatch in February 2015, Ascent Capital had one
operating segment. Therefore, no segment presentation is provided for fiscal year
2014.
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(20) Quarterly Financial Information (Unaudited)

1st
Quarter

2nd
Quarter

3rd
Quarter

4th
Quarter

Amounts in thousands,
except per share amounts

2015:
Net revenue $138,416 141,543 141,846 141,551
Operating income $20,641 17,798 8,907 2,021
Net loss $(9,835 ) (18,409 ) (24,330 ) (30,810 )
Basic and diluted net loss
per common share $(0.74 ) (1.40 ) (1.87 ) (2.48 )

2014:
Net revenue $132,864 134,696 136,027 135,862
Operating income $19,152 18,847 19,939 20,260
Net income (loss) $(9,732 ) (10,278 ) (11,125 ) (6,617 )
Basic and diluted net
income (loss) per common
share

$(0.70 ) (0.75 ) (0.82 ) (0.50 )
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PART III

The following required information is incorporated by reference to our definitive
proxy statement for our 2016 Annual Meeting of Stockholders presently scheduled
to be held in the second quarter of 2016:

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE
GOVERNANCE

ITEM 11. EXECUTIVE COMPENSATION

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS
AND MANAGEMENT AND RELATED STOCKHOLDER MATTERS

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS
AND DIRECTOR INDEPENDENCE

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

We will file our definitive proxy statement for our 2016 Annual Meeting of
stockholders with the Securities and Exchange Commission on or before April 29,
2016.
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PART IV

ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

(a) (1) Financial Statements

Included in Part II of this Annual Report:

Ascent Capital Group, Inc.:
Page No.

Reports of Independent Registered Public Accounting Firm 40
Consolidated Balance Sheets, December 31, 2015 and 2014 43
Consolidated Statements of Operations and Comprehensive Income
(loss), Years ended December 31, 2015, 2014 and 2013 44

Consolidated Statements of Cash Flows, Years Ended December 31,
2015, 2014 and 2013 45

Consolidated Statements of Stockholders’ Equity, Years ended
December 31, 2015, 2014 and 2013 46

Notes to Consolidated Financial Statements, December 31, 2015, 2014
and 2013 47

(a) (2)  Financial Statement Schedules

(i)  All schedules have been omitted because they are not applicable, not material
or the required information is set forth in the financial statements or notes thereto.
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(a) (3)  Exhibits

Listed below are the exhibits which are filed as a part of this Report (according to
the number assigned to them in Item 601 of Regulation S-K):

3.1

Amended and Restated Certificate of Incorporation of the Company
(incorporated by reference to Exhibit 3.1 to the Company’s Registration
Statement on Form 10 (File No. 000-53280), filed with the Securities and
Exchange Commission (the "Commission") on June 13, 2008 (the
"Form 10")).

3.2

Certificate of Ownership and Merger, dated July 7, 2011 (incorporated by
reference to Exhibit 3.1 to the Company’s Current Report on Form 8-K
(File No. 001-34176), filed with the Commission on July 8, 2011) (filed
for the purpose of changing the name of the Company).

3.3 Bylaws of the Company (incorporated by reference to Exhibit 3.2 to the
Form 10).

3.4

Certificate of Elimination, dated January 27, 2014 (incorporated by
reference to Exhibit 3.1 to the Company’s Current Report on Form 8-K
(File No. 001-34176), filed with the Commission on January 27, 2014
(the "January 2014 8-K")).

4.1
Specimen Certificate for shares of Series A common stock, par value $.01
per share, of the Company (incorporated by reference to Exhibit 4.1 to the
Form 10).

4.2
Specimen Certificate for shares of Series B common stock, par value $.01
per share, of the Company (incorporated by reference to Exhibit 4.2 to the
Form 10).

4.3

Indenture, dated March 23, 2012, between Monitronics, as issuer, the
guarantors party thereto, and U.S. Bank National Association, as trustee
(incorporated by reference to Exhibit 4.1 to the Company’s Quarterly
Report on Form 10-Q for the quarterly period ended March 31, 2012 (File
No. 001-34176), filed with the Commission on May 9, 2012 (the
"March 2012 10-Q")).

4.4

Credit Agreement, dated March 23, 2012, among Monitronics, as
borrower, Bank of America, N.A., as administrative agent and letter of
credit issuer, Citibank, N.A. and Credit Suisse AG, Cayman Islands
Branch, as co-syndication agents, U.S. Bank National Association, as
document agent and the lenders party thereto (the "Credit Agreement")
(incorporated by reference to Exhibit 4.2 to the March 2012 10-Q).

4.5 Form of Amendment No. 1 to the Credit Agreement, dated November 7,
2012, by and among Monitronics, Bank of America, N.A., individually
and as administrative agent, and the other financial institutions signatory
thereto (incorporated by reference to Exhibit 4.7 to the Company’s Annual
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Report on Form 10-K for the year ended December 31, 2012 (File
No. 001-34176), filed with the Commission on February 27, 2013 (the
"2012 10-K")).

4.6

Form of Amendment No. 2 to the Credit Agreement, dated March 25,
2013, by and among Monitronics, Bank of America, N.A., individually
and as administrative agent, and other financial institutions signatory
thereto (incorporated by reference to Exhibit 4.1 to the Company’s
Quarterly Report on Form 10-Q for the quarterly period ended March 31,
2013 (File No. 001-34176), filed with the Commission on May 10, 2013).

4.7

Form of Amendment No. 3 to the Credit Agreement and Amendment
No. 1 to Guaranty Agreement, dated August 16, 2013, by and among
Monitronics International, Inc., Bank of America, N.A., individually and
as administrative agent, and the certain lenders party thereto
(incorporated by reference to Exhibit 4.4 to the Company’s Quarterly
Report on Form 10-Q for the quarterly period ended September 30, 2013
(File No. 001-34176), filed with the Commission on November 12,
2013).

4.8

Form of Amendment No. 4 to the Credit Agreement, dated February 17,
2015, by and among Monitronics International, Inc., Bank of America,
N.A., individually and as administrative agent, and the certain lenders
party thereto (incorporated by reference to Exhibit 4.1 to the Company’s
Quarterly Report on Form 10-Q for the quarterly period ended March 31,
2015 (File No. 001-34176), filed with the Commission on May 8, 2015).

4.9

Form of Amendment No. 5 to the Credit Agreement, dated April 9, 2015,
by and among Monitronics International, Inc., Bank of America, N.A.,
individually and as administrative agent, and the certain lenders party
thereto (incorporated by reference to Exhibit 4.1 to the Company's
Current Report on Form 8-K (File No. 001-34176) filed with the
Commission on April 15, 2015).

4.10

Indenture, dated as of July 17, 2013, between the Company, as issuer, and
U.S. Bank National Association, as trustee (incorporated by reference to
Exhibit 4.1 to the Company’s Quarterly Report on Form 10-Q for the
quarterly period ended June 30, 2013 (File No. 001-34176), filed with the
Commission on August 9, 2013 (the "June 2013 10-Q").
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4.11

Supplemental Indenture, dated as of August 16, 2013, by and among
Monitronics International, Inc., the Guarantors named therein and U.S.
Bank National Association, as Trustee (incorporated by reference to
Exhibit 4.2 to the Registration Statement on Form S-4 of Monitronics
(File No. 333-191805), filed with the Commission on October 18, 2013
(the "S-4")).

4.12

Second Supplemental Indenture, dated as of August 26, 2013, by and
among Monitronics, the Guarantors named therein and U.S. Bank
National Association, as Trustee (incorporated by reference to Exhibit 4.3
to the S-4).

10.1

Tax Sharing Agreement, dated as of September 17, 2008, by and among
Discovery Holding Company, Discovery Communications, Inc., the
Company, Ascent Media Group, LLC and CSS Studios, LLC
(incorporated by reference to Exhibit 10.2 to Amendment No. 8 to the
Company’s Registration Statement on Form 10 (File No. 001-34176),
filed with the Commission on September 17, 2008 ("Amend. No. 8 to the
Form 10")).

10.2

Ascent Capital Group, Inc. 2008 Incentive Plan (incorporated by
reference to Exhibit 4.4 to the Company’s Registration Statement on
Form S-8 (File No. 333-156231), filed with the Commission on
December 17, 2008).

10.3
Form of Indemnification Agreement between the Company and its
Directors and Executive Officers (incorporated by reference to
Exhibit 10.7 to Amend. No. 1 to the Form 10).

10.4
Ascent Capital Group, Inc. 2008 Non-Employee Director Incentive Plan
(incorporated by reference to Exhibit 10.13 to Amend. No. 8 to the
Form 10).

10.5
Amended and Restated Employment Agreement, dated January 25, 2013,
between the Company and William R. Fitzgerald (incorporated by
reference to Exhibit 10.5 to the 2012 10-K).

10.6

Amended and Restated Employment Agreement, dated May 31, 2011,
between the Company and William E. Niles (incorporated by reference to
Exhibit 10.1 to the Company’s Quarterly Report on Form 10-Q for the
quarterly period ended June 30, 2011 (File No. 001-34176), filed with the
Commission on August 8, 2011).

10.7

Employment Agreement, dated September 30, 2011, between the
Company and Michael R. Meyers (incorporated by reference to
Exhibit 10.1 to the Company’s Quarterly Report on Form 10-Q for the
quarterly period ended September 30, 2011 (File No. 001-34176), filed
with the Commission on November 7, 2011 (the "September 2011
10-Q")).
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10.8
Employment Agreement, dated September 30, 2011, between the
Company and Michael R. Haislip (incorporated by reference to
Exhibit 10.2 to the September 2011 10-Q).

10.9

Form of Long-Term Restricted Stock Award Agreement under the Ascent
Capital Group, Inc. 2008 Incentive Plan (the “2008 Plan”) for
Non-Executive Officers (incorporated by reference to Exhibit 10.1 to the
Company’s Quarterly Report on Form 10-Q for the quarterly period ended
June 30, 2012 (File No. 001-34176), filed with the Commission on
August 9, 2012 (the "June 2012 10-Q")).

10.10
Form of Long-Term Non-Qualified Stock Option Agreement under the
2008 Plan for Non-Executive Officers (incorporated by reference to
Exhibit 10.2 to the June 2012 10-Q).

10.11
Form of Long-Term Restricted Stock Award Agreement under the 2008
Plan for Executive Officers of the Company and Monitronics
(incorporated by reference to Exhibit 10.3 to the June 2012 10-Q).

10.12
Form of Long-Term Non-Qualified Stock Option Agreement under the
2008 Plan for Executive Officers of the Company and Monitronics
(incorporated by reference to Exhibit 10.4 to the June 2012 10-Q).

10.13
Form of Short-Term Restricted Stock Award Agreement under the 2008
Plan for Executive Officers (incorporated by reference to Exhibit 10.5 to
the June 2012 10-Q).

10.14
Long-Term Restricted Stock Award Agreement under the 2008 Plan for
William R. Fitzgerald, dated March 15, 2011 (incorporated by reference
to Exhibit 10.6 to the June 2012 10-Q).

10.15
Long-Term Restricted Stock Award Agreement under the 2008 Plan for
William E. Niles, dated March 15, 2011 (incorporated by reference to
Exhibit 10.7 to the June 2012 10-Q).

10.16
Long-Term Restricted Stock Award Agreement under the 2008 Plan for
William R. Fitzgerald, dated November 30, 2012 (incorporated by
reference to Exhibit 10.16 to the 2012 10-K).

10.17
Long-Term Non-Qualified Stock Option Agreement under the 2008 Plan
for William R. Fitzgerald, dated November 30, 2012 (incorporated by
reference to Exhibit 10.17 to the 2012 10-K).

10.18

Ascent Capital Group, Inc. 2015 Omnibus Incentive Plan (the "Omnibus
Incentive Plan") (incorporated by reference to Exhibit 99.1 to the
Company's Registration Statement on Form S-8 (File No. 333-203043)
filed with the Commission on March 26, 2015).
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10.19

Form of Performance-Based Restricted Stock Unit Award Agreement
under the Omnibus Incentive Plan (incorporated by reference to Exhibit
10.2 to the Company’s Quarterly Report on Form 10-Q for the quarterly
period ended March 31, 2015 (File No. 001-34176), filed with the
Commission on May 8, 2015).

10.20

Amendment to Employment Agreement, dated July 20, 2015, by and
between the Company and Michael R. Meyers (incorporated by
reference to Exhibit 10.1 to the Company’s Quarterly Report on Form
10-Q for the quarterly period ended September 30, 2015 (File No.
001-34176), filed with the Commission on November 9, 2015).

10.21

Amendment to Employment Agreement, dated July 20, 2015, by and
between the Company and William E. Niles (incorporated by reference
to Exhibit 10.2 to the Company’s Quarterly Report on Form 10-Q for the
quarterly period ended September 30, 2015 (File No. 001-34176), filed
with the Commission on November 9, 2015).

10.22

Amendment to Employment Agreement, dated August 25, 2015, by and
between the Company and Michael R. Haislip (incorporated by
reference to Exhibit 10.3 to the Company’s Quarterly Report on Form
10-Q for the quarterly period ended September 30, 2015 (File No.
001-34176), filed with the Commission on November 9, 2015).

10.23

Employment Agreement, dated August 25, 2015, by and between the
Company and Jeffrey R. Gardner (incorporated by reference to Exhibit
10.4 to the Company’s Quarterly Report on Form 10-Q for the quarterly
period ended September 30, 2015 (File No. 001-34176), filed with the
Commission on November 9, 2015).

10.24

Performance-Based Restricted Stock Unit Award Agreement under the
Omnibus Incentive Plan, effective as of June 22, 2015, by and between
the Company and William E. Niles (incorporated by reference to Exhibit
10.5 to the Company’s Quarterly Report on Form 10-Q for the quarterly
period ended September 30, 2015 (File No. 001-34176), filed with the
Commission on November 9, 2015).

10.25

Performance-Based Restricted Stock Unit Award Agreement under the
Omnibus Incentive Plan, effective as of March 24, 2015, by and
between the Company and Michael R. Meyers (incorporated by
reference to Exhibit 10.6 to the Company’s Quarterly Report on Form
10-Q for the quarterly period ended September 30, 2015 (File No.
001-34176), filed with the Commission on November 9, 2015).

10.26
Confirmation, dated July 11, 2013, of Base Issuer Warrant Transaction
between Bank of America, N.A. and Ascent (incorporated by reference
to Exhibit 10.1 to the June 2013 10-Q).**

10.27
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Confirmation, dated July 11, 2013, of Base Convertible Bond Hedge
Transaction between Bank of America, N.A. and Ascent (incorporated
by reference to Exhibit 10.2 to the June 2013 10-Q).**

10.28
Confirmation, dated July 11, 2013, of Base Issuer Warrant Transaction
between Credit Suisse Capital LLC and Ascent (incorporated by
reference to Exhibit 10.3 to the June 2013 10-Q).**

10.29
Confirmation, dated July 11, 2013, of Base Convertible Bond Hedge
Transaction between Credit Suisse Capital LLC and Ascent
(incorporated by reference to Exhibit 10.4 to the June 2013 10-Q).**

21 List of Subsidiaries of Ascent Capital Group, Inc.*

23 Consent of KPMG LLP, independent registered public accounting
firm.*

24 Power of Attorney dated February 29, 2016.*

31.1 Rule 13a-14(a)/15d-14(a) Certification.*

31.2 Rule 13a-14(a)/15d-14(a) Certification.*

32 Section 1350 Certification.***

101.INS XBRL Instance Document.*

101.SCH XBRL Taxonomy Extension Schema Document.*

101.CAL XBRL Taxonomy Extension Calculation Linkbase Document.*

101.DEF XBRL Taxonomy Extension Definition Linkbase Document.*

101.LAB XBRL Taxonomy Extension Label Linkbase Document.*

101.PRE XBRL Taxonomy Extension Presentation Linkbase Document.*

*    Filed herewith.
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** 

Pursuant to the Commission’s Orders Granting Confidential Treatment under
Rule 406 of the Securities Act of 1933, as amended, or Rule 24(b)-2 under the
Securities Exchange Act of 1934, as amended, certain confidential portions of
this Exhibit were omitted by means of redacting a portion of the text.

***Furnished herewith.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act
of 1934, the Registrant has duly caused this report to be signed on its behalf by the
undersigned, thereunto duly authorized.

ASCENT CAPITAL GROUP, INC.

February 29, 2016 By /s/ William R. Fitzgerald
William R. Fitzgerald
Chief Executive Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this report
has been signed below by the following persons on behalf of the Registrant and in
the capacities and on the date indicated.

Signature Title Date

/s/ William R.
Fitzgerald

Chairman of the Board, Director
and

February 29,
2016

William R. Fitzgerald Chief Executive Officer

/s/ Philip J. Holthouse Director February 29,
2016

Philip J. Holthouse

/s/ Brian Deevy Director February 29,
2016

Brian Deevy

/s/ Michael J. Pohl Director February 29,
2016

Michael J. Pohl

/s/ Charles Y. Tanabe Director February 29,
2016

Charles Y. Tanabe

/s/ Carl E. Vogel Director February 29,
2016

Carl E. Vogel

/s/ Michael R. Meyers Senior Vice President, Chief
Financial Officer

February 29,
2016

Michael R. Meyers (Principal Accounting Officer)
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EXHIBIT INDEX

Listed below are the exhibits which are filed as a part of this Report (according to
the number assigned to them in Item 601 of Regulation S-K):

3.1

Amended and Restated Certificate of Incorporation of the Company
(incorporated by reference to Exhibit 3.1 to the Company’s Registration
Statement on Form 10 (File No. 000-53280), filed with the Securities and
Exchange Commission (the "Commission") on June 13, 2008 (the
"Form 10")).

3.2

Certificate of Ownership and Merger, dated July 7, 2011 (incorporated by
reference to Exhibit 3.1 to the Company’s Current Report on Form 8-K
(File No. 001-34176), filed with the Commission on July 8, 2011) (filed
for the purpose of changing the name of the Company).

3.3 Bylaws of the Company (incorporated by reference to Exhibit 3.2 to the
Form 10).

3.4

Certificate of Elimination, dated January 27, 2014 (incorporated by
reference to Exhibit 3.1 to the Company’s Current Report on Form 8-K
(File No. 001-34176), filed with the Commission on January 27, 2014
(the "January 2014 8-K")).

4.1
Specimen Certificate for shares of Series A common stock, par value $.01
per share, of the Company (incorporated by reference to Exhibit 4.1 to the
Form 10).

4.2
Specimen Certificate for shares of Series B common stock, par value $.01
per share, of the Company (incorporated by reference to Exhibit 4.2 to the
Form 10).

4.3

Indenture, dated March 23, 2012, between Monitronics, as issuer, the
guarantors party thereto, and U.S. Bank National Association, as trustee
(incorporated by reference to Exhibit 4.1 to the Company’s Quarterly
Report on Form 10-Q for the quarterly period ended March 31, 2012 (File
No. 001-34176), filed with the Commission on May 9, 2012 (the
“March 2012 10-Q”)).

4.4

Credit Agreement, dated March 23, 2012, among Monitronics, as
borrower, Bank of America, N.A., as administrative agent and letter of
credit issuer, Citibank, N.A. and Credit Suisse AG, Cayman Islands
Branch, as co-syndication agents, U.S. Bank National Association, as
document agent and the lenders party thereto (the "Credit Agreement")
(incorporated by reference to Exhibit 4.2 to the March 2012 10-Q).

4.5 Form of Amendment No. 1 to the Credit Agreement, dated November 7,
2012, by and among Monitronics, Bank of America, N.A., individually
and as administrative agent, and the other financial institutions signatory
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thereto (incorporated by reference to Exhibit 4.7 to the Company’s Annual
Report on Form 10-K for the year ended December 31, 2012 (File
No. 001-34176), filed with the Commission on February 27, 2013 (the
"2012 10-K")).

4.6

Form of Amendment No. 2 to the Credit Agreement, dated March 25,
2013, by and among Monitronics, Bank of America, N.A., individually
and as administrative agent, and other financial institutions signatory
thereto (incorporated by reference to Exhibit 4.1 to the Company’s
Quarterly Report on Form 10-Q for the quarterly period ended March 31,
2013 (File No. 001-34176), filed with the Commission on May 10, 2013).

4.7

Form of Amendment No. 3 to the Credit Agreement and Amendment
No. 1 to Guaranty Agreement, dated August 16, 2013, by and among
Monitronics International, Inc., Bank of America, N.A., individually and
as administrative agent, and the certain lenders party thereto
(incorporated by reference to Exhibit 4.4 to the Company’s Quarterly
Report on Form 10-Q for the quarterly period ended September 30, 2013
(File No. 001-34176), filed with the Commission on November 12,
2013).

4.8

Form of Amendment No. 4 to the Credit Agreement, dated February 17,
2015, by and among Monitronics International, Inc., Bank of America,
N.A., individually and as administrative agent, and the certain lenders
party thereto (incorporated by reference to Exhibit 4.1 to the Company’s
Quarterly Report on Form 10-Q for the quarterly period ended March 31,
2015 (File No. 001-34176), filed with the Commission on May 8, 2015).

4.9

Form of Amendment No. 5 to the Credit Agreement, dated April 9, 2015,
by and among Monitronics International, Inc., Bank of America, N.A.,
individually and as administrative agent, and the certain lenders party
thereto (incorporated by reference to Exhibit 4.1 to the Company's
Current Report on Form 8-K (File No. 001-34176) filed with the
Commission on April 15, 2015).

4.10

Indenture, dated as of July 17, 2013, between the Company, as issuer, and
U.S. Bank National Association, as trustee (incorporated by reference to
Exhibit 4.1 to the Company’s Quarterly Report on Form 10-Q for the
quarterly period ended June 30, 2013 (File No. 001-34176), filed with the
Commission on August 9, 2013 (the "June 2013 10-Q").

Edgar Filing: FIRST AMERICAN CORP - Form PRE 14A

152



Table of Contents

4.11

Supplemental Indenture, dated as of August 16, 2013, by and among
Monitronics International, Inc., the Guarantors named therein and U.S.
Bank National Association, as Trustee (incorporated by reference to
Exhibit 4.2 to the Registration Statement on Form S-4 of Monitronics
(File No. 333-191805), filed with the Commission on October 18, 2013
(the “S-4”)).

4.12

Second Supplemental Indenture, dated as of August 26, 2013, by and
among Monitronics, the Guarantors named therein and U.S. Bank
National Association, as Trustee (incorporated by reference to Exhibit 4.3
to the S-4).

10.1

Tax Sharing Agreement, dated as of September 17, 2008, by and among
Discovery Holding Company, Discovery Communications, Inc., the
Company, Ascent Media Group, LLC and CSS Studios, LLC
(incorporated by reference to Exhibit 10.2 to Amendment No. 8 to the
Company’s Registration Statement on Form 10 (File No. 001-34176),
filed with the Commission on September 17, 2008 ("Amend. No. 8 to the
Form 10")).

10.2

Ascent Capital Group, Inc. 2008 Incentive Plan (incorporated by
reference to Exhibit 4.4 to the Company’s Registration Statement on
Form S-8 (File No. 333-156231), filed with the Commission on
December 17, 2008).

10.3
Form of Indemnification Agreement between the Company and its
Directors and Executive Officers (incorporated by reference to
Exhibit 10.7 to Amend. No. 1 to the Form 10).

10.4
Ascent Capital Group, Inc. 2008 Non-Employee Director Incentive Plan
(incorporated by reference to Exhibit 10.13 to Amend. No. 8 to the
Form 10).

10.5
Amended and Restated Employment Agreement, dated January 25, 2013,
between the Company and William R. Fitzgerald (incorporated by
reference to Exhibit 10.5 to the 2012 10-K).

10.6

Amended and Restated Employment Agreement, dated May 31, 2011,
between the Company and William E. Niles (incorporated by reference to
Exhibit 10.1 to the Company’s Quarterly Report on Form 10-Q for the
quarterly period ended June 30, 2011 (File No. 001-34176), filed with the
Commission on August 8, 2011).

10.7

Employment Agreement, dated September 30, 2011, between the
Company and Michael R. Meyers (incorporated by reference to
Exhibit 10.1 to the Company’s Quarterly Report on Form 10-Q for the
quarterly period ended September 30, 2011 (File No. 001-34176), filed
with the Commission on November 7, 2011 (the "September 2011
10-Q")).
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10.8
Employment Agreement, dated September 30, 2011, between the
Company and Michael R. Haislip (incorporated by reference to
Exhibit 10.2 to the September 2011 10-Q).

10.9

Form of Long-Term Restricted Stock Award Agreement under the Ascent
Capital Group, Inc. 2008 Incentive Plan (the "2008 Plan") for
Non-Executive Officers (incorporated by reference to Exhibit 10.1 to the
Company’s Quarterly Report on Form 10-Q for the quarterly period ended
June 30, 2012 (File No. 001-34176), filed with the Commission on
August 9, 2012 (the "June 2012 10-Q")).

10.10
Form of Long-Term Non-Qualified Stock Option Agreement under the
2008 Plan for Non-Executive Officers (incorporated by reference to
Exhibit 10.2 to the June 2012 10-Q).

10.11
Form of Long-Term Restricted Stock Award Agreement under the 2008
Plan for Executive Officers of the Company and Monitronics
(incorporated by reference to Exhibit 10.3 to the June 2012 10-Q).

10.12
Form of Long-Term Non-Qualified Stock Option Agreement under the
2008 Plan for Executive Officers of the Company and Monitronics
(incorporated by reference to Exhibit 10.4 to the June 2012 10-Q).

10.13
Form of Short-Term Restricted Stock Award Agreement under the 2008
Plan for Executive Officers (incorporated by reference to Exhibit 10.5 to
the June 2012 10-Q).

10.14
Long-Term Restricted Stock Award Agreement under the 2008 Plan for
William R. Fitzgerald, dated March 15, 2011 (incorporated by reference
to Exhibit 10.6 to the June 2012 10-Q).

10.15
Long-Term Restricted Stock Award Agreement under the 2008 Plan for
William E. Niles, dated March 15, 2011 (incorporated by reference to
Exhibit 10.7 to the June 2012 10-Q).

10.16
Long-Term Restricted Stock Award Agreement under the 2008 Plan for
William R. Fitzgerald, dated November 30, 2012 (incorporated by
reference to Exhibit 10.16 to the 2012 10-K).

10.17
Long-Term Non-Qualified Stock Option Agreement under the 2008 Plan
for William R. Fitzgerald, dated November 30, 2012 (incorporated by
reference to Exhibit 10.17 to the 2012 10-K).

10.18

Ascent Capital Group, Inc. 2015 Omnibus Incentive Plan (the "Omnibus
Incentive Plan") (incorporated by reference to Exhibit 99.1 to the
Company's Registration Statement on Form S-8 (File No. 333-203043)
filed with the Commission on March 26, 2015).
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10.19

Form of Performance-Based Restricted Stock Unit Award Agreement
under the Omnibus Incentive Plan (incorporated by reference to Exhibit
10.2 to the Company’s Quarterly Report on Form 10-Q for the quarterly
period ended March 31, 2015 (File No. 001-34176), filed with the
Commission on May 8, 2015).

10.20

Amendment to Employment Agreement, dated July 20, 2015, by and
between the Company and Michael R. Meyers (incorporated by
reference to Exhibit 10.1 to the Company’s Quarterly Report on Form
10-Q for the quarterly period ended September 30, 2015 (File No.
001-34176), filed with the Commission on November 9, 2015).

10.21

Amendment to Employment Agreement, dated July 20, 2015, by and
between the Company and William E. Niles (incorporated by reference
to Exhibit 10.2 to the Company’s Quarterly Report on Form 10-Q for the
quarterly period ended September 30, 2015 (File No. 001-34176), filed
with the Commission on November 9, 2015).

10.22

Amendment to Employment Agreement, dated August 25, 2015, by and
between the Company and Michael R. Haislip (incorporated by
reference to Exhibit 10.3 to the Company’s Quarterly Report on Form
10-Q for the quarterly period ended September 30, 2015 (File No.
001-34176), filed with the Commission on November 9, 2015).

10.23

Employment Agreement, dated August 25, 2015, by and between the
Company and Jeffrey R. Gardner (incorporated by reference to Exhibit
10.4 to the Company’s Quarterly Report on Form 10-Q for the quarterly
period ended September 30, 2015 (File No. 001-34176), filed with the
Commission on November 9, 2015).

10.24

Performance-Based Restricted Stock Unit Award Agreement under the
Omnibus Incentive Plan, effective as of June 22, 2015, by and between
the Company and William E. Niles (incorporated by reference to Exhibit
10.5 to the Company’s Quarterly Report on Form 10-Q for the quarterly
period ended September 30, 2015 (File No. 001-34176), filed with the
Commission on November 9, 2015).

10.25

Performance-Based Restricted Stock Unit Award Agreement under the
Omnibus Incentive Plan, effective as of March 24, 2015, by and
between the Company and Michael R. Meyers (incorporated by
reference to Exhibit 10.6 to the Company’s Quarterly Report on Form
10-Q for the quarterly period ended September 30, 2015 (File No.
001-34176), filed with the Commission on November 9, 2015).

10.26
Confirmation, dated July 11, 2013, of Base Issuer Warrant Transaction
between Bank of America, N.A. and Ascent (incorporated by reference
to Exhibit 10.1 to the June 2013 10-Q).**

10.27
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Confirmation, dated July 11, 2013, of Base Convertible Bond Hedge
Transaction between Bank of America, N.A. and Ascent (incorporated
by reference to Exhibit 10.2 to the June 2013 10-Q).**

10.28
Confirmation, dated July 11, 2013, of Base Issuer Warrant Transaction
between Credit Suisse Capital LLC and Ascent (incorporated by
reference to Exhibit 10.3 to the June 2013 10-Q).**

10.29
Confirmation, dated July 11, 2013, of Base Convertible Bond Hedge
Transaction between Credit Suisse Capital LLC and Ascent
(incorporated by reference to Exhibit 10.4 to the June 2013 10-Q).**

21 List of Subsidiaries of Ascent Capital Group, Inc.*

23 Consent of KPMG LLP, independent registered public accounting
firm.*

24 Power of Attorney dated February 29, 2016.*

31.1 Rule 13a-14(a)/15d-14(a) Certification.*

31.2 Rule 13a-14(a)/15d-14(a) Certification.*

32 Section 1350 Certification.***

101.INS XBRL Instance Document.*

101.SCH XBRL Taxonomy Extension Schema Document.*

101.CAL XBRL Taxonomy Extension Calculation Linkbase Document.*

101.DEF XBRL Taxonomy Extension Definition Linkbase Document.*

101.LAB XBRL Taxonomy Extension Label Linkbase Document.*

101.PRE XBRL Taxonomy Extension Presentation Linkbase Document.*

*    Filed herewith.
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** 

Pursuant to the Commission’s Orders Granting Confidential Treatment under
Rule 406 of the Securities Act of 1933, as amended, or Rule 24(b)-2 under the
Securities Exchange Act of 1934, as amended, certain confidential portions of
this Exhibit were omitted by means of redacting a portion of the text.

***Furnished herewith.
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