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PART I: FINANCIAL INFORMATION
ITEM 1.

CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

CABLE ONE, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS
(Unaudited)

(dollars in thousands, except par values)
Assets
Current Assets:
Cash and cash equivalents
Accounts receivable, net
Income taxes receivable
Prepaid and other current assets
Total Current Assets
Property, plant and equipment, net
Intangible assets, net
Goodwill
Other noncurrent assets
Total Assets
Liabilities and Stockholders' Equity
Current Liabilities:
Accounts payable and accrued liabilities
Deferred revenue
Current portion of long-term debt

December 31,
2018

June 30, 2019

$

$

$

102,283
30,340
2,693
20,400
155,716
977,398
1,035,210
355,347
25,781
2,549,452

$

102,817
23,078
17,153

$

$

264,113
29,947
10,713
13,090
317,863
847,979
953,851
172,129
11,412
2,303,234

94,134
18,954
20,625

Total Current Liabilities
Long-term debt
Deferred income taxes
Other noncurrent liabilities
Total Liabilities

143,048
1,280,637
263,245
99,614
1,786,544

133,713
1,142,056
242,127
9,980
1,527,876

-

-

Commitments and contingencies (refer to note 14)
Stockholders' Equity
Preferred stock ($0.01 par value; 4,000,000 shares authorized; none issued or outstanding)
Common stock ($0.01 par value; 40,000,000 shares authorized; 5,887,899 shares issued; and
5,706,812 and 5,703,402 shares outstanding as of June 30, 2019 and December 31, 2018,
respectively)
Additional paid-in capital
Retained earnings
Accumulated other comprehensive loss
Treasury stock, at cost (181,087 and 184,497 shares held as of June 30, 2019 and December 31,
2018, respectively)
Total Stockholders' Equity
Total Liabilities and Stockholders' Equity

59
45,001
902,615
(63,135)

59
38,898
850,292
(96)

(121,632)
762,908
2,549,452 $

$

(113,795)
775,358
2,303,234

See accompanying notes to the condensed consolidated financial statements.
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CABLE ONE, INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME
(Unaudited)

(dollars in thousands, except per share data)
Revenues
Costs and Expenses:
Operating (excluding depreciation and amortization)
Selling, general and administrative
Depreciation and amortization
Loss on asset disposals, net
Total Costs and Expenses
Income from operations
Interest expense
Other income (expense), net
Income before income taxes
Income tax provision
Net income

$

Net Income per Common Share:
Basic
Diluted
Weighted Average Common Shares Outstanding:
Basic
Diluted

Three Months Ended
June 30,
2019
2018
285,650 $
268,414

$

95,688
60,103
54,835
910
211,536
74,114
(18,516)
(9,632)
45,966
9,571
36,395 $

91,783
54,196
49,033
2,734
197,746
70,668
(14,953)
882
56,597
12,812
43,785 $

$
$

6.41
6.35

7.70
7.65

$
$

5,673,669
5,730,238
$
$

Deferred loss on cash flow hedges and other, net of tax
Comprehensive income

$

(33,970) $
2,425 $

$
$

5,687,095
5,722,869
43,785

Six Months Ended
June 30,
2019
2018
564,255 $
534,175
190,206
121,546
108,679
2,013
422,444
141,811
(36,612)
(7,830)
97,369
22,235
75,134 $

13.24
13.13

$
$

5,673,893
5,723,296
$
$

See accompanying notes to the condensed consolidated financial statements.
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CABLE ONE, INC.
CONDENSED CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY

(63,039) $
12,095 $

186,522
105,145
97,811
9,368
398,846
135,329
(29,676)
1,499
107,152
22,714
84,438

14.83
14.73
5,694,774
5,732,634
1
84,439

(Unaudited)

Additional
Paid-In

Common Stock
(dollars in thousands, except per share
data)
Balance at March 31, 2019
Net income
Deferred loss on cash flow hedges and
other, net of tax
Equity-based compensation
Issuance of equity awards, net of
forfeitures
Withholding tax for equity awards
Dividends paid to stockholders ($2.00 per
common share)
Balance at June 30, 2019

7,495
(13)
5,706,812 $

-

3,082

-

-

-

-

59 $

1,616
(30,717)
(3)
5,703,337 $

-

-

59 $

Additional
Paid-In

Accumulated
Other
Comprehensive

-

-

-

8
75,134

-

-

6,103

-

-

-

-

12,717
(5,984)
(3,323)
5,706,812 $

59 $

45,001 $

Additional
Paid-In

-

-

(20,261)
(2)

Loss

Retained

-

8
75,134

-

(63,039)
6,103

(5,073)
(2,764)

Treasury
Stock,

Loss

Equity
775,358

-

(5,073)
(2,764)

(63,135) $ (121,632) $

Accumulated
Other
Comprehensive

(10,005)
715,933

Total
Stockholders’

at cost
(96) $ (113,795) $

-

Equity
699,910
43,785
2,506
(20,261)
(2)

(351) $ (109,815) $

(63,039)
-

Shares
Amount
Capital
Earnings
5,731,442 $
59 $ 28,412 $ 728,386 $
84,438
4,844
15,693
(34,028)
(9,770)

-

Treasury
Stock,

(11,424)
762,908

Total
Stockholders’

at cost
(89,552) $
-

-

(22,819)
902,615 $

(210)

(351) $
-

Accumulated
Other
Comprehensive

Shares
Amount
Capital
Earnings
5,703,402 $
59 $ 38,898 $ 850,292 $

Treasury
Stock,

Equity
769,035
36,395
(33,970)
3,082

(210)

Loss

(10,005)
792,784 $

Retained

-

(63,135) $ (121,632) $

-

33,256 $

Total
Stockholders’

Loss
at cost
(29,165) $ (121,422) $
-

-

(11,424)
902,615 $

Retained

Treasury
Stock,

(33,970)
-

Shares
Amount
Capital
Earnings
5,732,441 $
59 $ 30,750 $ 759,004 $
43,785
2,506
-

Common Stock
(dollars in thousands, except per share
data)
Balance at December 31, 2017
Net income
Changes in pension, net of tax
Equity-based compensation
Issuance of equity awards, net of
forfeitures
Repurchases of common stock
Withholding tax for equity awards
Dividends paid to stockholders ($3.50 per

45,001 $

Additional
Paid-In

Common Stock
(dollars in thousands, except per share
data)
Balance at December 31, 2018
Lease accounting standard adoption
cumulative adjustment
Net income
Deferred loss on cash flow hedges and
other, net of tax
Equity-based compensation
Issuance of equity awards, net of
forfeitures
Repurchases of common stock
Withholding tax for equity awards
Dividends paid to stockholders ($4.00 per
common share)
Balance at June 30, 2019

Retained

Shares
Amount
Capital
Earnings
5,699,330 $
59 $ 41,919 $ 877,644 $
36,395

Common Stock
(dollars in thousands, except per share
data)
Balance at March 31, 2018
Net income
Equity-based compensation
Issuance of equity awards, net of
forfeitures
Repurchases of common stock
Withholding tax for equity awards
Dividends paid to stockholders ($1.75 per
common share)
Balance at June 30, 2018

Accumulated
Other
Comprehensive

(22,819)
762,908

Total
Stockholders’

(352) $
1
-

at cost
(80,058) $
-

-

(22,556)
(7,201)

Equity
676,447
84,438
1
4,844
(22,556)
(7,201)

common share)
Balance at June 30, 2018

5,703,337 $

59 $

33,256 $

(20,040)
792,784 $

(351) $ (109,815) $

(20,040)
715,933

See accompanying notes to the condensed consolidated financial statements.
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CABLE ONE, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)

(in thousands)
Cash flows from operating activities:
Net income
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization
Amortization of debt issuance cost
Equity-based compensation
Write-off of debt issuance costs
Increase in deferred income taxes
Loss on asset disposals, net
Changes in operating assets and liabilities, net of effects from acquisitions:
(Increase) decrease in accounts receivable, net
Decrease in income taxes receivable
Increase in prepaid and other current assets
Increase (decrease) in accounts payable and accrued liabilities
Increase (decrease) in deferred revenue
Other, net
Net cash provided by operating activities

Six Months Ended June 30,
2019
2018
$

75,134

$

84,438

108,679
2,409
6,103
4,207
11,647
2,013

97,811
2,012
4,844
110
9,559
9,368

901
8,020
(6,999)
5,004
(198)
(4,426)
212,494

(4,351)
12,318
(7,206)
(15,439)
3,783
(645)
196,602

Cash flows from investing activities:
Purchase of business, net of cash acquired
Capital expenditures
Decrease in accrued expenses related to capital expenditures
Proceeds from sales of property, plant and equipment
Net cash used in investing activities

(356,917)
(110,488)
(5,410)
6,998
(465,817)

(90,868)
(2,517)
1,569
(91,816)

Cash flows from financing activities:
Proceeds from issuance of long-term debt
Payment of debt issuance costs
Payments on long-term debt
Repurchases of common stock
Payment of withholding tax for equity awards
Dividends paid to stockholders
Change in cash overdraft
Net cash provided by (used in) financing activities

825,000
(11,671)
(691,180)
(5,073)
(2,764)
(22,819)
91,493

(2,131)
(5,633)
(22,556)
(7,201)
(20,040)
(5,455)
(63,016)

Increase (decrease) in cash and cash equivalents
Cash and cash equivalents, beginning of period
Cash and cash equivalents, end of period

$

(161,830)
264,113
102,283 $

41,770
161,752
203,522

Supplemental cash flow disclosures:
Cash paid for interest, net of capitalized interest
Cash paid for income taxes, net of refunds received

$
$

See accompanying notes to the condensed consolidated financial statements.
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CABLE ONE, INC.
NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

34,687
3,001

$
$

27,924
1,293

1.

DESCRIPTION OF BUSINESS AND BASIS OF PRESENTATION

Description of Business. Cable One, Inc., together with its wholly owned subsidiaries (collectively, “Cable One,” “us,” “our,” “we” or the
“Company”) is a fully integrated provider of data, video and voice services to residential and business subscribers in 21 Western, Midwestern
and Southern U.S. states. As of June 30, 2019, Cable One provided service to 818,579 residential and business customers, of which 681,762
subscribed to data services, 308,493 subscribed to video services and 123,672 subscribed to voice services.
On January 8, 2019, the Company acquired Delta Communications, L.L.C. (“Clearwave”) for a purchase price of $358.8 million in cash on a debtfree basis. Refer to note 2 for details on this transaction and note 7 for details on the related financing.
On March 31, 2019, the Company entered into a definitive agreement with Fidelity Communications Co. to acquire its data, video and voice
business and certain related assets (collectively, “Fidelity”) for $525.9 million in cash, subject to customary post-closing adjustments. Fidelity is
a cable operator that provides residential and business services to customers throughout greater Arkansas, Illinois, Louisiana, Missouri,
Oklahoma and Texas. Cable One and Fidelity share similar strategies, customer demographics and products. Accordingly, the Company believes
the acquisition of Fidelity offers it opportunities for revenue growth and adjusted earnings before interest, taxes, depreciation and amortization
(“Adjusted EBITDA”) margin expansion as well as the potential to realize cost synergies. The all-cash transaction is expected to be funded
through a combination of cash on hand, revolving credit facility capacity and proceeds from new indebtedness. The transaction is subject to
customary closing conditions and is expected to be completed early in the fourth quarter of 2019.
Basis of Presentation.The condensed consolidated financial statements and accompanying notes thereto have been prepared in accordance
with: (i) generally accepted accounting principles in the United States (“GAAP”) for interim financial information; and (ii) the guidance of Rule
10-01 of Regulation S-X under the Securities Exchange Act of 1934, as amended (the “Exchange Act”), for financial statements required to be
filed with the Securities and Exchange Commission (the “SEC”). As permitted under such guidance, certain notes and other financial information
normally required by GAAP have been omitted. Management believes the condensed consolidated financial statements reflect all normal and
recurring adjustments necessary for a fair statement of the Company’s financial position, results of operations and cash flows as of and for the
periods presented herein. These condensed consolidated financial statements are unaudited and should be read in conjunction with the
Company’s audited consolidated financial statements and the notes thereto included in the Company’s Annual Report on Form 10-K for the
fiscal year ended December 31, 2018 (the “2018 Form 10-K”).
The December 31, 2018 year-end balance sheet data presented herein was derived from the Company’s audited consolidated financial
statements included in the 2018 Form 10-K, but does not include all disclosures required by GAAP. The Company’s interim results of operations
may not be indicative of its future results.
Principles of Consolidation.The accompanying condensed consolidated financial statements include the accounts of the Company, including
its subsidiaries. All intercompany accounts and transactions have been eliminated in consolidation.
Segment Reporting.Accounting Standard Codification (“ASC”) 280 - Segment Reporting requires the disclosure of factors used to identify an
entity’s reportable segments. The Company’s operations are organized and managed on the basis of operating systems within its geographic
divisions. Each operating system derives revenues from the delivery of similar products and services to a customer base that is also similar.
Each operating system deploys similar technology to deliver the Company’s products and services, operates within a similar regulatory
environment, has similar economic characteristics and is managed by the Company’s chief operating decision maker as part of an aggregate of
all operating systems within the Company's material geographic divisions. Management evaluated the criteria for aggregation under ASC 280
and has concluded that the Company meets each of the respective criteria set forth therein. Accordingly, management has identified one
reportable segment.
Use of Estimates.The preparation of the condensed consolidated financial statements in conformity with GAAP requires management to make
certain estimates and assumptions that affect the amounts reported herein. Management bases its estimates and assumptions on historical
experience and on various other factors that are believed to be reasonable under the circumstances. Due to the inherent uncertainty involved in
making estimates, actual results reported in future periods may be affected by changes in those estimates and underlying assumptions.
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Recently Adopted Accounting Pronouncements. In June 2018, the Financial Accounting Standards Board (the “FASB”) issued Accounting
Standards Update (“ASU”) No. 2018-07, Compensation – Stock Compensation (Topic 718): Improvements to Nonemployee Share-Based
Payment Accounting. ASU 2018-07 expands the scope of ASC 718 to include share-based payment transactions for acquiring goods and
services from nonemployees. The ASU was effective January 1, 2019. The adoption of this guidance did not have a material impact on the
Company’s consolidated financial statements.
In August 2017, the FASB issued ASU No. 2017-12, Derivatives and Hedging (Topic 815): Targeted Improvements to Accounting for Hedging
Activities. ASU 2017-12 improves the financial reporting of hedging relationships to better portray the economic results of an entity’s risk
management activities in its financial statements and also simplifies the application of hedge accounting under GAAP. The ASU was effective
January 1, 2019. The adoption of this guidance did not have a material impact on the Company’s consolidated financial statements.
In February 2016, the FASB issued ASU No. 2016-02, Leases (Topic 842). ASU 2016-02 requires lessees to record substantially all of their leases
on the balance sheet as a right-of-use (“ROU”) asset and a corresponding lease liability with the exception of short-term leases. The Company is
required to classify each separate lease component as an operating or a finance lease at the lease commencement date. Initial measurement of
the ROU asset and lease liability is the same for both operating and finance leases, however, expense recognition and amortization of the ROU
asset differs. Operating leases reflect lease expense on a straight-line basis similar to previous operating leases while finance leases reflect a
front-loaded expense pattern similar to previous capital leases. The Company adopted the updated guidance on January 1, 2019.
With respect to the adoption of ASU 2016-02, the Company elected the “Comparatives Under 840 Option” approach to transition. Under this
method, financial information related to periods prior to adoption is as originally reported under ASC 840 - Leases. Upon adoption on January 1,
2019, the Company recorded ROU assets of $14.9 million and lease liabilities of $13.3 million. The adoption of this guidance did not have a
material impact on Company’s consolidated financial statements.
ASU 2016-02 provides several optional practical expedients in transition. The Company elected the lessee and lessor transition package of three
practical expedients permitted within the standard, which eliminates the requirements to reassess prior conclusions about lease identification,
lease classification and initial direct costs.
The Company also made certain lessee accounting policy elections, including a short-term lease exception policy, permitting the exclusion of
short-term leases (leases with terms of 12 months or less) from the recognition requirements of ASU 2016-02, and an accounting policy to
account for lease and non-lease components as a single component for all classes of assets, permitting common area maintenance, real estate
taxes, fiber network power charges and routine maintenance fees to be combined with the associated lease component. The portfolio approach,
which allows a lessee to account for its leases at a portfolio level, was elected for certain equipment and fiber leases in which the difference in
accounting for each asset separately would not have been materially different from accounting for the assets as a combined unit. As a lessee,
the Company also elected the practical expedient not to reevaluate whether any expired or existing land easements are, or contain, leases.
The Company provides residential and business customers with certain hardware to deliver data, video and voice services. As a lessor, the
Company elected the practical expedient not to separate lease components from the associated non-lease component for all classes of assets.
The Company concluded the non-lease components would otherwise be accounted for under the new revenue recognition standard and both
the timing and pattern of transfer are the same for the non-lease components and associated lease component based on the interrelated nature
of the services provided and the underlying leased hardware and, if accounted for separately, the lease component would be classified as an
operating lease.
Refer to note 6 for the requisite disclosures regarding the amount, timing and any uncertainty regarding lease-related cash flows.
Recently Issued But Not Yet Adopted Accounting Pronouncements. In August 2018, the FASB issued ASU No. 2018-15, Intangibles – Goodwill
and Other – Internal-Use Software (Subtopic 350-40): Customer’s Accounting for Implementation Costs Incurred in a Cloud Computing
Arrangement That Is a Service Contract. ASU 2018-15 aligns the requirements for capitalizing implementation, setup and other upfront costs
incurred in a hosting arrangement that is a service contract with the requirements for capitalizing such costs incurred to develop or obtain
internal-use software. The ASU specifies which costs are to be expensed and which are to be capitalized, the period over which capitalized costs
are to be amortized, the process for identifying and recognizing impairment and the proper presentation of such costs within the consolidated
financial statements. ASU 2018-15 is effective for annual and interim periods beginning after December 15, 2019 and may be adopted either
retrospectively or prospectively. The Company is currently evaluating its method of adoption as well as the expected impact on its consolidated
financial statements.
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In June 2016, the FASB issued ASU No. 2016-13, Financial Instruments – Credit Losses (Topic 326): Measurement of Credit Losses on Financial
Instruments. ASU 2016-13 requires companies to recognize an allowance for expected lifetime credit losses through earnings concurrent with the
recognition of a financial asset measured at amortized cost. The estimate of expected credit losses is required to be adjusted each reporting
period over the life of the financial asset. The ASU is effective for annual and interim periods beginning after December 15, 2019 and requires a
modified retrospective adoption approach. The Company does not expect ASU 2016-13 to have a material impact on its consolidated financial
statements upon adoption, but it may have an impact in the future.

2.

CLEARWAVE ACQUISITION

On January 8, 2019, the Company acquired Clearwave, a facilities-based service provider that owns and operates a high-capacity fiber network
offering dense regional coverage in Southern Illinois. The Company funded the purchase price of $358.8 million with cash on hand and the
additional 7-year incremental term “B” loan borrowings described in note 7. The acquisition provides the Company with a premier fiber network
within its existing footprint, further enables the Company to supply its customers with enhanced business services solutions and provides a
platform to allow the Company to replicate Clearwave’s strategy in several of its other markets.
The Company accounted for the Clearwave acquisition as a business combination pursuant to ASC 805 - Business Combinations. Accordingly,
acquisition costs are not included as components of consideration transferred and instead are accounted for as expenses in the period in which
the costs are incurred. During the three and six months ended June 30, 2019, the Company incurred acquisition-related costs of $0.9 million and
$6.1 million, respectively, including $0.1 million and $3.4 million associated with the Clearwave acquisition, respectively. These costs are
included in selling, general and administrative expenses within the Company’s condensed consolidated statement of operations and
comprehensive income.
In accordance with ASC 805, the Company uses its best estimates and assumptions to assign fair value to the tangible and identifiable
intangible assets acquired and liabilities assumed at the acquisition date based on the information that was available as of the acquisition date.
The Company believes that the information available provides a reasonable basis for estimating the fair values of assets acquired and liabilities
assumed. The preliminary measurements of fair value set forth herein are subject to change and such changes could be material. The Company
expects to finalize the valuation as soon as practicable but no later than one year from the acquisition date. No measurement period adjustments
occurred during the three months ended June 30, 2019. The following table summarizes the current allocation of the purchase price
consideration as of the acquisition date (in thousands):
Preliminary
Purchase Price
Allocation
Assets Acquired
Cash and cash equivalents
Accounts receivable
Prepaid and other current assets
Property, plant and equipment
Intangible assets
Other noncurrent assets
Total Assets Acquired

$

$

Liabilities Assumed
Accounts payable and accrued liabilities
Deferred revenue
Deferred income taxes
Other noncurrent liabilities
Total Liabilities Assumed

$

$
$

Net assets acquired
Purchase price consideration
Goodwill recognized

$
7

1,913
1,294
311
120,472
89,700
3,533
217,223

2,128
4,322
30,104
5,057
41,611
175,612
358,830
183,218
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Acquired identifiable intangible assets consist of the following (dollars in thousands):

Preliminary Fair
Value
$
83,000
$
6,700

Customer relationships
Trademark and trade name

Preliminary
Useful Life
(in years)
17
Indefinite

No residual value was assigned to the acquired customer relationships.
The acquisition produced $183.2 million of goodwill, increasing the Company’s goodwill balance from $172.1 million at December 31, 2018 to
$355.3 million at June 30, 2019. Goodwill represents the excess of the purchase price consideration over the fair value of the underlying net
assets acquired and largely results from expected future synergies from combining operations as well as an assembled workforce, which does
not qualify for separate recognition. As an indefinite-lived asset, goodwill is not amortized but rather is subject to impairment testing on at least
an annual basis. Goodwill arising from the Clearwave acquisition is not deductible for tax purposes.
For the three months ended June 30, 2019, the Company recognized revenues of $6.8 million and net income of $1.2 million from Clearwave
operations, which reflected acquired intangible assets amortization expense of $1.2 million. For the period from January 8, 2019 to June 30, 2019,
the Company recognized revenues of $12.9 million and net income of $2.2 million from Clearwave operations, which reflected acquired intangible
assets amortization expense of $2.3 million.

3.

REVENUES

The Company’s revenues by product line were as follows (in thousands):
Three Months Ended June 30,
2019
2018
Residential
Data
Video
Voice
Business services
Advertising sales
Other
Total revenues

$

$

132,824
84,033
10,705
49,759
4,750
3,579
285,650

$

$

122,471
87,462
10,504
38,485
5,916
3,576
268,414

Six Months Ended June 30,
2019
2018
$

$

262,635
167,836
20,329
96,903
9,479
7,073
564,255

$

$

242,330
176,219
21,176
76,177
11,158
7,115
534,175

Fees imposed on the Company by various governmental authorities are passed through monthly to the Company’s customers and are
periodically remitted to authorities. These fees were $5.9 million and $4.1 million for the three months ended June 30, 2019 and 2018, respectively,
and $10.0 million and $8.2 million for the six months ended June 30, 2019 and 2018, respectively. As the Company acts as principal, these fees are
reported in video and voice revenues on a gross basis with corresponding expenses included within operating expenses in the condensed
consolidated statements of operations and comprehensive income.
Other revenues are comprised primarily of customer late charges and reconnect fees.
Net accounts receivable from contracts with customers totaled $29.9 million and $29.8 million at June 30, 2019 and December 31, 2018,
respectively.
Deferred commissions totaled $8.0 million and $7.8 million at June 30, 2019 and December 31, 2018, respectively, and were included within
prepaid and other current assets and other noncurrent assets in the condensed consolidated balance sheets. Commission amortization expense
was $0.9 million for both the three months ended June 30, 2019 and 2018 and $1.9 million and $1.7 million for the six months ended June 30, 2019
and 2018, respectively, and was included within selling, general and administrative expenses in the condensed consolidated statements of
operations and comprehensive income. Deferred commissions of $3.1 million included within prepaid and other current assets in the condensed
consolidated balance sheet as of June 30, 2019 are expected to be amortized over the next 12 months.
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Current deferred revenue liabilities, consisting of refundable customer prepayments, up-front charges and installation fees, were $23.1 million
and $19.0 million at June 30, 2019 and December 31, 2018, respectively. As of June 30, 2019, the Company’s remaining performance obligations
pertain to the refundable customer prepayments and consist of providing future data, video and voice services to customers. Of the $19.0
million of current deferred revenue at December 31, 2018, nearly all was recognized during the six months ended June 30, 2019. Noncurrent
deferred revenue liabilities, consisting of up-front charges and installation fees from business customers, were $4.8 million and $2.8 million as of
June 30, 2019 and December 31, 2018, respectively, and were included within other noncurrent liabilities in the condensed consolidated balance
sheets.

4.

PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment consisted of the following (in thousands):

June 30, 2019
$
1,593,313 $
227,278
413,364
103,520
97,790
75,536
12,252
5,358
2,528,411
(1,551,013)
$
977,398 $

Cable distribution systems
Customer premise equipment
Other equipment and fixtures
Buildings and leasehold improvements
Capitalized software
Construction in progress
Land
Right-of-use assets
Property, plant and equipment, gross
Less accumulated depreciation
Property, plant and equipment, net

December 31,
2018
1,421,820
220,571
406,011
100,625
94,801
69,163
11,946
2,324,937
(1,476,958)
847,979

Depreciation expense was $50.6 million and $46.0 million for the three months ended June 30, 2019 and 2018, respectively, and $100.3 million and
$92.1 million for the six months ended June 30, 2019 and 2018, respectively.
In January 2019, the remaining portion of the Company's previous headquarters building and adjoining property was sold for $6.3 million in
gross proceeds and the Company recognized a related gain of $1.6 million. The property’s carrying value of $4.6 million was included within
other noncurrent assets in the condensed consolidated balance sheet as assets held for sale at December 31, 2018.

5.

GOODWILL AND INTANGIBLE ASSETS

The carrying amount of goodwill was $355.3 million and $172.1 million at June 30, 2019 and December 31, 2018, respectively. The increase related
to goodwill recognized upon the acquisition of Clearwave in January 2019. The Company has not historically recorded any impairment of
goodwill.
Intangible assets (excluding goodwill) consisted of the following (dollars in thousands):
June 30, 2019
Useful Life
Range
(in years)
Finite-Lived Intangible Assets
Franchise renewals
1 – 25
Customer relationships
14 – 17
Trademark and trade
name
2.7
Total Finite-Lived Intangible
Assets
Indefinite-Lived Intangible Assets
Franchise agreements
Trademark and trade
name
Total Indefinite-Lived Intangible
Assets

Gross
Carrying
Amount
$

2,927
243,000

Accumulated
Amortization
$

1,300
$

247,227

$

812,371

December 31, 2018
Net
Carrying
Amount

2,891
27,141

$

1,056
$

31,088

36
215,859

Gross
Carrying
Amount
$

244
$

216,139

$

2,927
160,000

$

1,300
$

164,227

$

812,371

6,700

Net
Carrying
Amount

Accumulated
Amortization
2,887
19,047

$

813
$

22,747

40
140,953
487

$

141,480

-

819,071

$

812,371

Intangible asset amortization expense was $4.2 million and $3.0 million for the three months ended June 30, 2019 and 2018, respectively, and $8.3
million and $5.7 million for the six months ended June 30, 2019 and 2018, respectively.
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As of June 30, 2019, the future amortization of intangible assets was as follows (in thousands):
Year Ending December
31,
2019 (remaining six months)
2020
2021
2022
2023
Thereafter
Total

Amount
$

$

8,357
16,319
16,318
16,315
16,313
142,517
216,139

Actual amortization expense in future periods may differ from the amounts above as a result of new intangible asset acquisitions or divestitures,
changes in useful life estimates, impairments or other relevant factors.

6.

LEASES

As a lessee, the Company has operating leases for buildings, equipment, data centers, fiber optic networks and towers and finance leases for
certain buildings and fiber optic networks. These leases have remaining lease terms ranging from under 1 year to 24 years, with some including
an option to extend the lease for up to 15 additional years and some including an option to terminate the lease within 1 year.
As a lessor, the Company has operating leases for the use of its fiber optic networks, towers and customer premise equipment. These leases
have remaining lease terms ranging from under 1 year to 8 years, with some including a lessee option to extend the leases for up to 5 additional
years and some including an option to terminate the lease within 1 year.
Significant judgment is required when determining whether a fiber optic contract contains a lease, defining the duration of the lease term and
selecting the discount rate.
● The Company concluded it was the lessee or lessor for fiber arrangements only when the asset is specifically identifiable and both
substantially all the economic benefit is obtained and the right to direct the use of the asset exists.
● The Company’s lease terms are only for periods in which there are enforceable rights. A lease is no longer enforceable when both
the lessee and the lessor each have the right to terminate the lease without permission from the other party with no more than an
insignificant penalty. The Company’s lease terms are impacted by options to extend or terminate the lease when it is reasonably
certain that the Company will exercise that option.
● Most of the Company’s leases do not contain an implicit interest rate. Therefore, the Company held discussions with lenders,
evaluated its published credit score and incorporated interest rates on currently held debt in determining discount rates that reflect
what the Company would pay to borrow on a collateralized basis over similar terms for its lease obligations.
As of June 30, 2019, additional operating leases that have not yet commenced were not material.
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Lessee Financial Information. The Company’s ROU assets and lease liabilities consisted of the following (in thousands):
June 30, 2019
ROU Assets
Property, plant and equipment, net:
Finance leases
Other noncurrent assets:
Operating leases
Lease Liabilities
Accounts payable and accrued liabilities:
Operating leases
Current portion of long-term debt:
Finance leases
Long-term debt:
Finance leases
Other noncurrent liabilities:
Operating leases
Total:
Finance leases
Operating leases

$

5,163

$

15,618

$

4,214

$

153

$

3,187

$

11,231

$
$

3,340
15,445

The components of the Company’s lease expense were as follows (in thousands):
Three Months
Ended
June 30, 2019
Finance lease expense:
Amortization of ROU assets
Interest on lease liabilities
Operating lease expense
Short-term lease expense
Variable lease expense
Total lease expense

$

$

101
64
1,284
228
31
1,708

Six Months Ended
June 30, 2019
$

$

210
132
2,462
472
98
3,374

Finance lease expense is included within depreciation and amortization expense and interest expense, and operating lease expense is included
within operating expenses and selling, general and administrative expenses in the condensed consolidated statement of operations and
comprehensive income.
Supplemental lessee financial information is as follows (dollars in thousands):
Three Months
Ended
June 30, 2019
Cash paid for amounts included in the measurement of lease liabilities:
Finance leases - financing cash flows
Finance leases - operating cash flows
Operating leases - operating cash flows
ROU assets obtained in exchange for new lease liabilities:
Finance leases
Operating leases (1)
(1)

Six Months Ended
June 30, 2019

$
$
$

399
64
1,331

$
$
$

555
132
2,560

$
$

524
2,100

$
$

1,101
7,082

Includes $3.3 million of ROU assets acquired in the Clearwave transaction.
June 30, 2019

Weighted average remaining lease term:
Finance leases (years)
Operating leases (years)
Weighted average discount rate:
Finance leases
Operating leases

13.5
4.7
8.12%
5.07%
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As of June 30, 2019, the future maturities of existing lease liabilities were as follows (in thousands):

Year Ending December
31,
2019 (remaining six months)
2020
2021
2022
2023
Thereafter
Total
Less present value discount
Lease liability

Finance
Leases
$

$

135 $
401
412
423
429
3,705
5,505
(2,165)
3,340 $

Operating
Leases
2,553
4,500
3,384
2,508
2,191
2,272
17,408
(1,963)
15,445

As of December 31, 2018, the Company’s outstanding operating lease obligations under the previous accounting guidance were as follows (in
thousands):
Year Ending December
31,
2019
2020
2021
2022
2023
Thereafter
Total

Operating Leases
$
1,767
1,219
911
398
204
299
$
4,798

Lessor Financial Information. The Company’s lease income, which is included within revenues in the condensed consolidated statements of
operations and comprehensive income, was as follows (in thousands):

Lease income relating to lease payments

Three Months
Ended
June 30, 2019
$
139

Six Months Ended
June 30, 2019
$
258

As of June 30, 2019, the future maturities of existing lease receivables were as follows (in thousands):
Year Ending December
31,
2019 (remaining six months)
2020
2021
2022
2023
Thereafter
Total

Operating
Leases
$

$

312
411
248
45
33
78
1,127

As of June 30, 2019, the current and noncurrent portions of operating lease receivables were $0.5 million and $0.6 million, respectively, and were
included within accounts receivable, net and other noncurrent assets in the condensed consolidated balance sheet, respectively.

7.

DEBT

The carrying amount of long-term debt consisted of the following (in thousands):
December 31,
2018
- $
450,000
1,314,375
730,000
3,340
251
1,317,715
1,180,251
(19,925)
(17,570)
(17,153)
(20,625)
1,280,637 $
1,142,056

June 30, 2019
Notes (as defined below)
Senior Credit Facilities (as defined below)
Lease liabilities
Total debt
Less unamortized debt issuance costs
Less current portion
Total long-term debt

$

$

Notes. On June 17, 2015, the Company issued $450 million aggregate principal amount of 5.75% senior unsecured notes due 2022 (the “Notes”).
The Notes were jointly and severally guaranteed on a senior unsecured basis by each of the subsidiaries that guarantee the Senior Credit
Facilities (as defined below). The Notes were scheduled to mature on June 15, 2022 and interest was payable on June 15th and December 15th of
each year. The indenture governing the Notes provided for early redemption of the Notes, at the option of the Company, at the prices and
subject to the terms specified in the indenture.
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On June 15, 2019, the Company redeemed all $450 million aggregate principal amount of outstanding Notes. In conjunction with the redemption,
the Company incurred a $6.5 million call premium and wrote off the remaining $3.8 million debt issuance cost associated with the Notes. These
amounts are recorded within other income (expense), net in the condensed consolidated statement of operations and comprehensive income.
Senior Credit Facilities. On June 30, 2015, the Company entered into a Credit Agreement (the “Credit Agreement”) among the Company, as
borrower, the lenders party thereto, JPMorgan Chase Bank, N.A. (“JPMorgan”), as administrative agent, and the other agents party thereto,
which provided for a 5-year revolving credit facility in an aggregate principal amount of $200 million (the “Original Revolving Credit Facility”).
On May 1, 2017, the Company and the lenders amended and restated the Credit Agreement (the “Amended and Restated Credit Agreement”)
and the Company incurred $750 million of senior secured term loans (the “2017 New Loans”), the proceeds of which were used, together with
cash on hand, to finance the acquisition of NewWave Communications (“NewWave”), repay in full the then-existing term loans and pay related
fees and expenses. The 2017 New Loans consist of a 5-year term “A” loan in an original aggregate principal amount of $250 million (the “Term
Loan A-1”) and a 7-year term “B” loan in an original aggregate principal amount of $500 million (the “Term Loan B-1”).
On January 7, 2019, the Company entered into Amendment No. 2 to the Amended and Restated Credit Agreement (“Amendment No. 2”) with
CoBank, ACB (“CoBank”), as lender, and JPMorgan, as administrative agent, and incurred a new 7-year incremental term “B” loan in an
aggregate principal amount of $250 million (the “Term Loan B-2”), the proceeds of which were used to finance, in part, the Clearwave
acquisition.
On April 12, 2019, the Company entered into Amendment No. 3 to the Amended and Restated Credit Agreement (“Amendment No. 3”) with
CoBank, as lender, and JPMorgan, as administrative agent, to provide for a new delayed draw incremental term “B” loan in an aggregate
principal amount of $325 million (the “Term Loan B-3”). The Term Loan B-3 was drawn in full on June 14, 2019.
The Term Loan B-3 will mature on January 7, 2026 and may be prepaid at any time without penalty or premium (subject to customary LIBOR
breakage provisions). The interest rate applicable to the Term Loan B-3 is equal to, at the Company’s option, LIBOR or a base rate, plus an
applicable margin equal to 2.0% for LIBOR loans and 1.0% for base rate loans. The principal amount of the Term Loan B-3 amortizes in equal
quarterly installments at a rate (expressed as a percentage of the original principal amount) of 1.0% per annum (subject to customary
adjustments in the event of any prepayment), with the balance due upon maturity.
On May 8, 2019, the Company entered into a Second Restatement Agreement with JPMorgan, as administrative agent, and the lenders party
thereto, to amend and restate the Amended and Restated Credit Agreement (the “Second Restatement Agreement”). The Second Restatement
Agreement provides for a new senior secured term “A” loan in an aggregate principal amount of $250 million (the “Term Loan A-2”), a new
senior secured delayed draw term “A” loan in an aggregate principal amount of $450 million (the “Delayed Draw Term Loan A-2”) and a new
$350 million senior secured revolving credit facility (the “New Revolving Credit Facility” and, together with the Term Loan A-2, the Delayed
Draw Term Loan A-2, the Term Loan B-1, the Term Loan B-2 and the Term Loan B-3, the “Senior Credit Facilities”). The Second Restatement
Agreement did not alter the principal terms of the Company’s previously established Term Loan B-1, Term Loan B-2 or Term Loan B-3.
A portion of the proceeds from the Term Loan A-2, the Term Loan B-3 and the New Revolving Credit Facility, together with cash on hand, were
used to refinance the Original Revolving Credit Facility and Term Loan A-1, to redeem the Notes and for other general corporate purposes. The
Company intends to use the remaining proceeds, together with proceeds from the Delayed Draw Term Loan A-2 and cash on hand, to finance
the acquisition of Fidelity and for other general corporate purposes.
The Term Loan A-2 and New Revolving Credit Facility will mature on May 8, 2024 (unless certain of the Company’s existing indebtedness
remains outstanding after certain specified dates, in which case the final maturity date of both facilities will be an earlier date as specified in the
Second Restatement Agreement).
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The principal amount of the Term Loan A-2 amortizes in equal quarterly installments at a rate (expressed as a percentage of the original principal
amount) of 2.5% per annum for the first year following the closing date, 2.5% per annum for the second year following the closing date, 5.0% per
annum for the third year following the closing date, 7.5% per annum for the fourth year following the closing date and 12.5% per annum for the
fifth year following the closing date (in each case subject to customary adjustments in the event of any prepayment or in the event the Delayed
Draw Term Loan A-2 is drawn), with the balance due upon maturity.
The Delayed Draw Term Loan A-2 will be available in a single drawing until February 8, 2020. Any loans under the Delayed Draw Term Loan A-2
will have the same terms as, and will constitute one class of term loans with, the loans under the Term Loan A-2 described above. The Company
is required to pay a ticking fee, which accrues at a per annum rate of 0.30% on the average daily undrawn portion of the Delayed Draw Term
Loan A-2 accruing during the period commencing on June 15, 2019 up to, but excluding, the date on which the lender’s commitments under the
Delayed Draw Term Loan A-2 terminate.
The Senior Credit Facilities are guaranteed by the Company’s wholly owned subsidiaries (the “Guarantors”) and are secured, subject to certain
exceptions, by substantially all of the assets of the Company and the Guarantors.
The Senior Credit Facilities may be prepaid at any time without penalty or premium (subject to customary LIBOR breakage provisions).
The interest margins applicable to the Senior Credit Facilities are, at the Company’s option, equal to either LIBOR or a base rate, plus an
applicable margin equal to, (i) with respect to the Term Loan A-2, Delayed Draw Term Loan A-2 and New Revolving Credit Facility, 1.25% to
1.75% for LIBOR loans and 0.25% to 0.75% for base rate loans, determined on a quarterly basis by reference to a pricing grid based on the
Company’s total net leverage ratio, (ii) with respect to the Term Loan B-1, (x) for any day on or prior to April 22, 2018, 2.25% for LIBOR loans
and 1.25% for base rate loans and (y) for any day thereafter, 1.75% for LIBOR loans and 0.75% for base rate loans, and (iii) with respect to the
Term Loan B-2 and Term Loan B-3, 2.0% for LIBOR loans and 1.0% for base rate loans.
The Company may, subject to certain specified terms and provisions, obtain additional credit facilities of up to $600 million under the Second
Restatement Agreement plus an unlimited amount so long as, on a pro forma basis, the Company’s First Lien Net Leverage Ratio (as defined in
the Second Restatement Agreement) is no greater than 3.0 to 1.0.
The Company was in compliance with all debt covenants as of June 30, 2019.
As of June 30, 2019, outstanding borrowings under the Term Loan A-2, Term Loan B-1, Term Loan B-2 and Term Loan B-3 were $250.0 million,
$490.0 million, $249.4 million and $325.0 million, respectively, and bore interest at rates ranging from 3.91% to 4.41% per annum. Letter of credit
issuances under the New Revolving Credit Facility totaled $5.5 million and the Company had $344.5 million available for borrowing under the
New Revolving Credit Facility at June 30, 2019.
In connection with the financing transactions during 2019, the Company incurred $12.4 million of debt issuance costs, of which $11.7 million was
capitalized. The Company also wrote-off $4.2 million of existing unamortized debt issuance costs, including the $3.8 million associated with the
Notes. The Company recorded $1.3 million and $1.0 million of debt issuance cost amortization for the three months ended June 30, 2019 and
2018, respectively, and $2.4 million and $2.0 million for the six months ended June 30, 2019 and 2018, respectively. These amounts are reflected
within interest expense in the condensed consolidated statements of operations and comprehensive income. Unamortized debt issuance costs
totaled $22.6 million and $17.6 million at June 30, 2019 and December 31, 2018, respectively, of which $2.7 million and $0 are reflected within other
noncurrent assets, respectively, and $19.9 million and $17.6 million are reflected as reductions to long-term debt in the condensed consolidated
balance sheets, respectively.
As of June 30, 2019, the future maturities of outstanding debt, excluding lease liability payment obligations, were as follows (in thousands):
Year Ending December
31,
2019 (remaining six months)
2020
2021
2022
2023
Thereafter
Total

Amount
$

$
14

8,500
17,000
20,125
26,375
35,750
1,206,625
1,314,375
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8.

INTEREST RATE SWAPS

The Company is party to two interest rate swap agreements, designated as cash flow hedges, to manage the risk of fluctuations in interest
expense on its variable rate LIBOR debt. Under the first swap agreement, with respect to a notional amount of $850 million, the Company’s
monthly payment obligation is determined at a fixed base rate of 2.653% beginning in March 2019. Under the second swap agreement, which is a
forward-starting interest rate swap with respect to a notional amount of $350 million, the Company’s monthly payment obligation beginning in
June 2020 is determined at a fixed base rate of 2.739%. Both interest rate swap agreements are scheduled to mature in the first quarter of 2029 but
may be terminated prior to their scheduled maturity at the election of the Company or the financial institution counterparty as provided in each
swap agreement. The Company does not hold any derivative instruments for speculative trading purposes. As of June 30, 2019, the Company’s
interest rate swap liabilities were recorded at their combined fair value of $83.7 million, with the current and noncurrent portions reflected in
accounts payable and accrued expenses and other noncurrent liabilities, respectively, within the condensed consolidated balance sheet.
Changes in the fair values of the interest rate swaps are reported through other comprehensive income (loss) until the underlying hedged debt’s
interest expense impacts net income, at which point the corresponding change in fair value is reclassified from accumulated other
comprehensive income (loss) to interest expense. Losses of $45.1 million ($34.0 million net of tax) and $83.7 million ($63.0 million net of tax) were
recorded through other comprehensive loss within the condensed consolidated statements of operations and comprehensive income for the
three and six months ended June 30, 2019, respectively. The Company expects that $7.0 million of the accumulated other comprehensive loss
within the condensed consolidated balance sheet will be reclassified to interest expense within the condensed consolidated statement of
operations and comprehensive income within the next 12 months. The Company recognized losses of $0.4 million and $0.5 million on interest
rate swaps during the three and six months ended June 30, 2019, respectively, which were reflected in interest expense within the condensed
consolidated statements of operations and comprehensive income.

9.

FAIR VALUE MEASUREMENTS

Financial Assets and Liabilities. The Company has estimated the fair values of its financial instruments as of June 30, 2019 using available
market information or other appropriate valuation methodologies. Considerable judgment is required in interpreting market data to develop the
estimates of fair value. Accordingly, the following fair value estimates are not necessarily indicative of the amounts the Company would realize
in an actual market exchange.
The carrying amounts, fair values and related fair value hierarchy levels of the Company’s financial assets and liabilities as of June 30, 2019 were
as follows (dollars in thousands):
June 30, 2019
Fair
Value

Carrying
Amount
Assets:
Cash and cash equivalents:
Money market investments
Commercial paper
Liabilities:
Long-term debt, including current portion, excluding debt issuance costs:
Senior Credit Facilities
Other noncurrent liabilities, including current portion:
Interest rate swaps

Fair Value
Hierarchy

$
$

53,574
30,007

$
$

53,574
29,820

Level 1
Level 2

$

1,314,375

$

1,306,131

Level 2

$

83,672

$

83,672

Level 2

Money market investments are primarily held in U.S. Treasury securities and registered money market funds and are valued using a market
approach based on quoted market prices (Level 1). Commercial paper is primarily held with high-quality companies and is valued using quoted
market prices for investments similar to the commercial paper (Level 2). Money market investments and commercial paper with original maturities
of three months or less are included within cash and cash equivalents in the condensed consolidated balance sheets. The fair value of the
Senior Credit Facilities is estimated based on market prices for similar instruments in active markets (Level 2). Interest rate swaps are measured at
fair value within the condensed consolidated balance sheets on a recurring basis, with fair value determined using standard valuation models
with assumptions about interest rates being based on those observed in underlying markets (Level 2).
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The Company’s deferred compensation liability was $2.5 million and $3.0 million at June 30, 2019 and December 31, 2018, respectively. The
current portion of this liability is included within accounts payable and accrued liabilities and the noncurrent portion is included within other
noncurrent liabilities in the condensed consolidated balance sheets. This liability represents the market value of participant balances in a
notional investment account that is comprised primarily of mutual funds, whose value is based on observable market prices. However, since the
deferred compensation liability is not exchanged in an active market, it is classified as Level 2 in the fair value hierarchy.
The carrying amounts of accounts receivable, accounts payable and other financial assets and liabilities approximate fair value because of the
short-term nature of these instruments.
Nonfinancial Assets and Liabilities. The Company’s nonfinancial assets, such as property, plant and equipment, intangible assets and
goodwill, are not measured at fair value on a recurring basis. The assets acquired, including identifiable intangible assets and goodwill, and
liabilities assumed in the Clearwave acquisition were recorded at fair value on the acquisition date of January 8, 2019, subject to potential future
measurement period adjustments discussed in note 2. Nonfinancial assets are subject to fair value adjustments when there is evidence that
impairment may exist. No material impairments were recorded during the six months ended June 30, 2019 or 2018.

10.

TREASURY STOCK

Treasury stock is recorded at cost and is presented as a reduction of stockholders’ equity in the condensed consolidated financial statements.
Share Repurchase Program. On July 1, 2015, the Company’s board of directors (the “Board”) authorized up to $250 million of share
repurchases (subject to a total cap of 600,000 shares of common stock). Purchases under the share repurchase program may be made from time
to time on the open market and in privately negotiated transactions. The size and timing of these purchases are based on a number of factors,
including share price and business and market conditions. Since the inception of the share repurchase program through June 30, 2019, the
Company had repurchased 210,631 shares of its common stock at an aggregate cost of $104.9 million. During the six months ended June 30,
2019, the Company repurchased 5,984 shares at an aggregate cost of $5.1 million. No shares were repurchased during the three months ended
June 30, 2019.
Tax Withholding for Equity Awards. At the employee’s option, shares of common stock are withheld by the Company upon vesting of
restricted stock and exercise of stock appreciation rights (“SARs”) to pay the applicable statutory minimum amount of employee withholding
taxes. The Company then pays the applicable statutory minimum amount of withholding taxes in cash. The amounts remitted during the three
and six months ended June 30, 2019 were $0.2 million and $2.8 million, for which the Company withheld 13 and 3,323 shares of common stock,
respectively. Treasury shares of 181,087 held at June 30, 2019 include such shares withheld for withholding tax.

11.

EQUITY-BASED COMPENSATION

The Amended and Restated Cable One, Inc. 2015 Omnibus Incentive Compensation Plan (the “2015 Plan”) provides for grants of incentive stock
options, non-qualified stock options, restricted stock awards, SARs, restricted stock units (“RSUs”), cash-based awards, performance-based
awards, dividend equivalent units (“DEUs”) and other stock-based awards, including performance stock units and deferred stock units.
Directors, officers and employees of the Company and its affiliates are eligible for grants under the 2015 Plan as part of the Company’s approach
to long-term incentive compensation. At June 30, 2019, 185,696 shares were available for issuance under the 2015 Plan.
Compensation expense associated with equity-based awards is recognized on a straight-line basis over the vesting period, with forfeitures
recognized as incurred. Equity-based compensation expense was $3.1 million and $2.5 million for the three months ended June 30, 2019 and 2018,
respectively, and $6.1 million and $4.8 million for the six months ended June 30, 2019 and 2018, respectively, and was included within selling,
general and administrative expenses in the condensed consolidated statements of operations and comprehensive income. The Company
recognized an income tax benefit of $2.7 million related to equity-based awards during the six months ended June 30, 2019. The deferred tax asset
related to all outstanding equity-based awards was $3.6 million as of June 30, 2019.
16

Table of Contents
Restricted Stock Awards. Restricted shares, RSUs and DEUs are collectively referred to as “restricted stock.” A summary of restricted stock
activity during the six months ended June 30, 2019 is as follows:
Weighted
Average Grant
Date Fair Value
Restricted Stock
Per Share
40,876 $
610.88
12,001 $
843.68
(3,334) $
691.57
(10,989) $
487.83
38,554 $
711.44

Outstanding as of December 31, 2018
Granted
Forfeited
Vested and issued
Outstanding as of June 30, 2019
Vested and unissued as of June 30, 2019

5,678

$

527.85

Equity-based compensation expense for restricted stock was $1.9 million and $1.6 million for the three months ended June 30, 2019 and 2018,
respectively, and $3.7 million and $3.0 million for the six months ended June 30, 2019 and 2018, respectively. At June 30, 2019, there was $12.9
million of unrecognized compensation expense related to restricted stock, which is expected to be recognized over a weighted average period of
1.5 years.
Stock Appreciation Rights. A summary of SAR activity during the six months ended June 30, 2019 is as follows:

Outstanding as of December 31, 2018
Granted
Exercised
Forfeited
Outstanding as of June 30, 2019
Vested and exercisable as of June 30, 2019

Stock
Appreciation
Rights
90,605
24,500
(13,420)
(979)
100,706
23,099

$
$
$
$
$

Weighted
Average
Exercise
Price
550.60
832.36
512.94
422.31
625.41

$

505.19

Weighted
Average
Remaining
Contractual
Term
(in years)
7.2
9.5

Weighted
Average
Grant Date
Fair
Value
$
122.29
$
196.52
$
111.54
$
87.22
$
142.12

Aggregate
Intrinsic
Value
(in
thousands)
$
24,673
$
-

$

54,943

7.8

$

$

15,379

6.8

109.01

The grant date fair value of the Company’s SARs is measured using the Black-Scholes valuation model. The weighted average inputs used in
the model for grants awarded during the six months ended June 30, 2019 were as follows:
2019
Expected volatility
Risk-free interest rate
Expected term (in years)
Expected dividend yield

21.79%
2.38%
6.25
0.96%

Equity-based compensation expense for SARs was $1.2 million and $0.9 million for the three months ended June 30, 2019 and 2018, respectively,
and $2.4 million and $1.8 million for the six months ended June 30, 2019 and 2018, respectively. At June 30, 2019, there was $8.6 million of
unrecognized compensation expense related to SARs, which is expected to be recognized over a weighted average period of 1.2 years.

12.

INCOME TAXES

The Company’s effective tax rate was 20.8% and 22.6% for the three months ended June 30, 2019 and 2018, respectively, and 22.8% and 21.2%
for the six months ended June 30, 2019 and 2018, respectively. The decrease in the effective tax rate for the three months ended June 30, 2019
compared to the same quarter in the prior year primarily related to a $1.7 million increase in income tax benefits attributable to equity-based
compensation awards, partially offset by a $1.2 million decrease in income tax benefits attributable to state effective tax rate changes. The
increase in the effective tax rate for the six months ended June 30, 2019 compared to the prior year period primarily related to a $2.1 million
decrease in income tax benefits attributable to state effective tax rate changes.
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13.

NET INCOME PER COMMON SHARE

Basic net income per common share is computed by dividing net income by the weighted average number of common shares outstanding during
the period. Diluted net income per common share further includes any common shares available to be issued upon vesting or exercise of
outstanding equity awards if such inclusion would be dilutive, calculated using the treasury stock method.
The following table sets forth the computation of basic and diluted net income per common share (in thousands, except share and per share
amounts):
Three Months Ended June 30,
2019
2018
Numerator:
Net income
Denominator:
Weighted average common shares outstanding - basic
Effect of dilutive equity-based awards (1)
Weighted average common shares outstanding - diluted

$

$

5,673,669
56,569
5,730,238

Net income per common share:
Basic
Diluted
(1)

36,395

$
$

6.41
6.35

43,785

Six Months Ended June 30,
2019
2018
$

5,687,095
35,774
5,722,869

$
$

7.70
7.65

75,134

$

5,673,893
49,403
5,723,296

$
$

13.24
13.13

84,438
5,694,774
37,860
5,732,634

$
$

14.83
14.73

Equity-based awards whose impact is considered to be anti-dilutive under the treasury stock method were excluded from the diluted net
income per common share calculation. The excluded number of anti-dilutive equity-based awards totaled 87 and 5,176 for the three months
ended June 30, 2019 and 2018, respectively, and 3,895 and 5,435 for the six months ended June 30, 2019 and 2018, respectively.

14.

COMMITMENTS AND CONTINGENCIES

Litigation and Legal Matters. The Company is subject to complaints and administrative proceedings and has been a defendant in various civil
lawsuits that have arisen in the ordinary course of its business. Such matters include contract disputes; actions alleging negligence; invasion of
privacy; trademark, copyright and patent infringement; violations of applicable wage and hour laws; statutory or common law claims involving
current and former employees; and other matters. Although the outcomes of any legal claims and proceedings against the Company cannot be
predicted with certainty, based on currently available information, the Company believes that there are no existing claims or proceedings that are
likely to have a material adverse effect on its business, financial condition, results of operations or cash flows.
Regulation in the Company’s Industry. The operation of a cable system is extensively regulated by the Federal Communications Commission
(the “FCC”), some state governments and most local governments. The FCC has the authority to enforce its regulations through the imposition
of substantial fines, the issuance of cease and desist orders and/or the imposition of other administrative sanctions, such as the revocation of
FCC licenses needed to operate certain transmission facilities used in connection with cable operations. Future legislative and regulatory
changes could adversely affect the Company’s operations.
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ITEM 2.

MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Cautionary Statement Regarding Forward-Looking Statements
This document contains “forward-looking statements” that involve risks and uncertainties. These statements can be identified by the fact that
they do not relate strictly to historical or current facts, but rather are based on current expectations, estimates, assumptions and projections
about our industry, business, financial results and financial condition. Forward-looking statements often include words such as “will,”
“should,” “anticipates,” “estimates,” “expects,” “projects,” “intends,” “plans,” “believes” and words and terms of similar substance in
connection with discussions of future operating or financial performance. As with any projection or forecast, forward-looking statements are
inherently susceptible to uncertainty and changes in circumstances. Our actual results may vary materially from those expressed or implied in
our forward-looking statements. Accordingly, undue reliance should not be placed on any forward-looking statement made by us or on our
behalf. Important factors that could cause our actual results to differ materially from those in our forward-looking statements include
government regulation, economic, strategic, political and social conditions and the following factors:
● uncertainties as to the timing of the anticipated acquisition of Fidelity and the risk that the transaction may not be completed in a
timely manner or at all;
● the possibility that any or all of the various conditions to the consummation of the anticipated acquisition of Fidelity may not be
satisfied or waived;
● the effect of the announcement or pendency of the Fidelity transaction on our and Fidelity’s ability to retain and hire key personnel
and to maintain relationships with customers, suppliers and other business partners;
● risks related to management’s attention being diverted from our ongoing business operations;
● uncertainties as to our ability and the amount of time necessary to realize the expected synergies and other benefits of the Fidelity
transaction;
● our ability to integrate Fidelity’s operations into our own;
● rising levels of competition from historical and new entrants in our markets;
● recent and future changes in technology;
● our ability to continue to grow our business services products;
● increases in programming costs and retransmission fees;
● our ability to obtain hardware, software and operational support from vendors;
● the effects of any new significant acquisitions by us;
● risks that our rebranding may not produce the benefits expected;
● adverse economic conditions;
● the integrity and security of our network and information systems;
● the impact of possible security breaches and other disruptions, including cyber-attacks;
● our failure to obtain necessary intellectual and proprietary rights to operate our business and the risk of intellectual property claims
and litigation against us;
● our ability to retain key employees;
● legislative or regulatory efforts to impose network neutrality (“net neutrality”) and other new requirements on our data services;
● additional regulation of our video and voice services;
● our ability to renew cable system franchises;
● increases in pole attachment costs;
● changes in local governmental franchising authority and broadcast carriage regulations;
● the potential adverse effect of our level of indebtedness on our business, financial condition or results of operations and cash flows;
● the possibility that interest rates will rise, causing our obligations to service our variable rate indebtedness to increase significantly;
● our ability to incur future indebtedness;
● fluctuations in our stock price;
● our ability to continue to pay dividends;
● dilution from equity awards and potential stock issuances in connection with acquisitions;
● provisions in our charter, by-laws and Delaware law that could discourage takeovers; and
● the other risks and uncertainties detailed from time to time in our filings with the SEC, including but not limited to in our 2018 Form 10K.
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Any forward-looking statements made by us in this document speak only as of the date on which they are made. We are under no obligation,
and expressly disclaim any obligation, except as required by law, to update or alter our forward-looking statements, whether as a result of new
information, subsequent events or otherwise.
The following discussion and analysis of our results of operations and financial condition should be read in conjunction with our condensed
consolidated financial statements and accompanying notes included in this Quarterly Report on Form 10-Q and the audited consolidated
financial statements and notes thereto as of and for the year ended December 31, 2018 and the related Management’s Discussion and Analysis
of Financial Condition and Results of Operations, both of which are contained in our 2018 Form 10-K. Our results of operations for the six
months ended June 30, 2019 may not be indicative of our future results.
Overview

We are a fully integrated provider of data, video and voice services in 21 Western, Midwestern and Southern states. We provide these
broadband services to residential and business customers in more than 850 communities. The markets we serve are primarily non-metropolitan,
secondary markets, with 78% of our customers located in seven states: Arizona, Idaho, Illinois, Mississippi, Missouri, Oklahoma and Texas. Our
biggest customer concentrations are in the Mississippi Gulf Coast region and in the greater Boise, Idaho region. We provided service to 818,579
residential and business customers out of approximately 2.1 million homes passed as of June 30, 2019. Of these customers, 681,762 subscribed to
data services, 308,493 subscribed to video services and 123,672 subscribed to voice services.
We generate substantially all of our revenues through five primary products. Ranked by share of our total revenues through the first six months
of 2019, they are residential data (46.5%), residential video (29.7%), business services (data, voice and video – 17.2%), residential voice
(3.6%) and advertising sales (1.7%). The profit margins, growth rates and capital intensity of our five primary products vary significantly due to
differences in competition, product maturity and relative costs.
On January 8, 2019, we acquired Clearwave, a facilities-based service provider that owns and operates a high-capacity fiber network offering
dense regional coverage in Southern Illinois. We paid a purchase price of $358.8 million in cash on a debt-free basis. The acquisition provides
us with a premier fiber network within our existing footprint, further enables us to supply our customers with enhanced business services
solutions and provides a platform to allow us to replicate Clearwave’s strategy in several of our other markets.
On March 31, 2019, we entered into a definitive agreement with Fidelity Communications Co. to acquire its data, video and voice business and
certain related assets for $525.9 million in cash, subject to customary post-closing adjustments. Fidelity is a cable operator that provides
residential and business services to customers throughout greater Arkansas, Illinois, Louisiana, Missouri, Oklahoma and Texas. Cable One and
Fidelity share similar strategies, customer demographics and products. Accordingly, we believe the acquisition of Fidelity offers us
opportunities for revenue growth and Adjusted EBITDA margin expansion as well as the potential to realize cost synergies. The all-cash
transaction is expected to be funded through a combination of cash on hand, revolving credit facility capacity and proceeds from new
indebtedness. The transaction is subject to customary closing conditions and is expected to be completed early in the fourth quarter of 2019.
Prior to 2012, we were focused on growing revenues through subscriber retention and growth in overall primary service units (“PSUs”).
Accordingly, our strategies consisted of, among others, offering promotional discounts to new and existing subscribers adding new services
and to subscribers purchasing more than one service offering. Since 2012, we have adapted our strategy to face the industry-wide trends of
declining profitability of residential video services and declining revenues from residential voice services. We believe the declining profitability
of residential video services is primarily due to increasing programming costs and retransmission fees and competition from other content
providers, and the declining revenues from residential voice services are primarily due to the increasing use of wireless voice services instead of
residential voice services. Beginning in 2013, we shifted our focus away from maximizing customer PSUs and towards growing our higher margin
businesses, namely residential data and business services. Separately, we have also focused on retaining customers with a high expected
lifetime value (“LTV”), who are less attracted by discounting, require less support and churn less. This strategy focuses on increasing Adjusted
EBITDA, Adjusted EBITDA less capital expenditures and margins (refer to the section entitled “Use of Adjusted EBITDA” for the definition of
Adjusted EBITDA and a reconciliation of Adjusted EBITDA to net income, which is the most directly comparable GAAP measure).
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The trends described above have impacted our four largest product lines in the following ways:
●

Residential data. We experienced growth in the number of, and revenues from, our residential data customers every year since 2013.
We expect this growth to continue due to projected increases in the number of potential customers for us to serve, as there are still a
number of households in our markets that do not subscribe to data services from any provider. We expect to capture a portion of these
customers and anticipate capturing additional market share from existing data subscribers due to our continued upgrades in broadband
capacity, our ability to offer higher access speeds than many of our competitors and our Wi-Fi support service.

●

Residential video. Residential video service is a highly competitive business. As we focus on the higher-margin businesses of
residential data and business services, we have de-emphasized our residential video business and, as a result, expect residential video
revenues to continue to decline in the future.

●

Residential voice. We have experienced declines in residential voice customers as a result of homes in the United States deciding to
terminate their residential voice services and exclusively use wireless voice services. We believe this trend will continue because of
competition from wireless voice service providers. Revenues from residential voice customers have declined over recent years, and we
expect this decline will continue.

●

Business services. We have experienced significant growth in business data and voice customers and revenues, and we expect this
growth to continue. We attribute this growth to our strategic focus on increasing sales to business customers and our efforts to attract
enterprise business customers. Margins in products sold to business customers have remained attractive, and we expect this trend to
continue.

We continue to experience increased competition, particularly from telephone companies, cable and municipal overbuilders, over-the-top
(“OTT”) video providers and direct broadcast satellite (“DBS”) television providers. Because of the levels of competition we face, we believe it
is important to make investments in our infrastructure. We elevated our capital investments between 2012 and 2018 to increase our plant
capacities and reliability, launch all-digital video services (which has made available approximately half of average plant bandwidth for data
services) and increase data capacity by moving from four-channel bonding to 32-channel bonding (to enable our 1 Gigabit per second download
speed data service, GigaONE®). We expect to continue devoting financial resources to infrastructure improvements, including in the new

markets we acquired in the NewWave and Clearwave transactions, because we believe these investments are necessary to remain competitive.
The capital enhancements associated with acquired operations include rebuilding low capacity markets, launching all-digital video services,
implementing 32-channel bonding, converting back office functions such as billing, accounting and service provisioning, migrating products to
Cable One platforms and expanding our high-capacity fiber network.
Our primary goals are to continue growing residential data and business services, to increase profit margins and to deliver strong Adjusted
EBITDA and Adjusted EBITDA less capital expenditures. To achieve these goals, we intend to continue our industrial engineering-driven cost
management, remain focused on customers with high LTV and follow through with further planned investments in broadband plant upgrades
and new data service offerings for residential and business customers.
Results of Operations
Adoption of New Lease Accounting Standard
We adopted the new lease accounting standard, ASC 842 - Leases, effective January 1, 2019, using the “Comparatives Under 840 Option”
approach to transition. The adoption resulted in the recognition of ROU assets and lease liabilities for substantially all leases within the
condensed consolidated balance sheet. No prior period amounts were retroactively adjusted as a result of the adoption. Refer to notes 1 and 6
to the condensed consolidated financial statements for additional details.
PSU and Customer Counts
During the 12 months ended June 30, 2019, our total PSUs decreased 9,744, or 0.9%, compared to our total PSUs as of June 30, 2018. Residential
data PSUs and business services PSUs increased 20,392, or 3.4%, and 10,057, or 9.7%, respectively, while residential video PSUs and residential
voice PSUs decreased 30,277, or 9.4%, and 9,916, or 9.5%, respectively. Our total customer relationships increased 18,963, or 2.4%, year-overyear, with an increase of 12,130, or 1.7%, in residential customer relationships and an increase of 6,833, or 9.8%, in business customer
relationships.
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The following table provides an overview of selected customer data for the time periods specified:

Residential data PSUs
Residential video PSUs (1)
Residential voice PSUs
Total residential PSUs
Business data PSUs (2)
Business video PSUs
Business voice PSUs (3)
Total business services PSUs
Total data PSUs
Total video PSUs
Total voice PSUs
Total PSUs
Residential customer relationships
Business customer relationships
Total customer relationships
(1)
(2)
(3)

As of June 30,
2019
2018
612,626
592,234
293,237
323,514
93,918
103,834
999,781
1,019,582

Annual Net Gain/(Loss)
Change
% Change
20,392
3.4
(30,277)
(9.4)
(9,916)
(9.5)
(19,801)
(1.9)

69,136
15,256
29,754
114,146

61,642
16,598
25,849
104,089

7,494
(1,342)
3,905
10,057

12.2
(8.1)
15.1
9.7

681,762
308,493
123,672
1,113,927

653,876
340,112
129,683
1,123,671

27,886
(31,619)
(6,011)
(9,744)

4.3
(9.3)
(4.6)
(0.9)

742,137
76,442
818,579

730,007
69,609
799,616

12,130
6,833
18,963

1.7
9.8
2.4

Residential video PSUs include all basic residential customers who receive video services and may have one or more digital set-top boxes or
cable cards deployed. Residential bulk multi-dwelling accounts are included in our video PSUs at the individual unit level.
Business data PSUs include commercial accounts that receive data services via a cable modem and commercial accounts that receive data
services optically via fiber connections.
Business voice customers who have multiple voice lines are only counted once in the PSU total.

In recent years, our customer mix has shifted, causing subscribers to move from triple-play packages combining data, video and voice services
to single and double-play packages. This is largely because some residential video customers have defected to DBS services and OTT offerings
and more households have discontinued residential voice service. In addition, we have focused on selling data-only packages to new
customers rather than cross-selling video to these customers.
Comparison of Three Months Ended June 30, 2019 to Three Months Ended June 30, 2018
Revenues

Revenues increased $17.2 million, or 6.4%, due primarily to increases in business services and residential data revenues of $11.3 million and
$10.4 million, respectively. The increase was the result of organic growth in our higher margin product lines of business services and residential
data, the acquired Clearwave operations, a residential video rate adjustment and the implementation of modem rental charges to certain business
customers, partially offset by decreases in residential video and advertising sales revenues.
Revenues by service offering were as follows for the three months ended June 30, 2019 and 2018, together with the percentages of total
revenues that each item represented for the periods presented (dollars in thousands):

Residential data
Residential video
Residential voice
Business services
Advertising sales
Other
Total revenues

Three Months Ended June 30,
2019
2018
Revenues
% of Total
Revenues
% of Total
$
132,824
46.5 $
122,471
45.6
84,033
29.4
87,462
32.6
10,705
3.7
10,504
3.9
49,759
17.4
38,485
14.3
4,750
1.7
5,916
2.2
3,579
1.3
3,576
1.4
$
285,650
100.0 $
268,414
100.0

2019 vs. 2018
$ Change
% Change
$
10,353
8.5
(3,429)
(3.9)
201
1.9
11,274
29.3
(1,166)
(19.7)
3
0.1
$
17,236
6.4
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Average monthly revenue per unit for the indicated service offerings were as follows for the three months ended June 30, 2019 and 2018:

Residential data (1)
Residential video (1)
Residential voice (1), (2)
Business services (2), (3)
(1)
(2)

(3)

Three Months Ended June 30,
2019
2018
$
71.80 $
68.47
$
93.43 $
88.55
$
37.32 $
33.22
$
218.77 $
187.04

$
$
$
$

2019 vs. 2018
$ Change
% Change
3.33
4.9
4.88
5.5
4.10
12.3
31.73
17.0

Average monthly revenue per unit values represent the applicable quarterly residential service revenues (excluding installation and
activation fees) divided by the corresponding average of the number of PSUs at the beginning and end of each period, divided by three.
The increases in residential voice and business services ARPU from the prior year were partially a result of certain passthrough fees that
were historically reported on a net basis. Residential voice and business services ARPU for the three months ended June 30, 2019 would
have been $33.14 and $214.64, respectively, if reported on a comparable basis.
Average monthly revenue per unit values represent quarterly business services revenues divided by the average of the number of business
customer relationships at the beginning and end of each period, divided by three.

Residential data service revenues increased $10.4 million, or 8.5%, as a result of organic subscriber growth, a reduction in package discounting
and increased customer subscriptions to premium tiers.
Residential video service revenues decreased $3.4 million, or 3.9%, due primarily to a 9.4% year-over-year decrease in residential video
subscribers, partially offset by a rate adjustment beginning in February 2019.
Residential voice service revenues increased $0.2 million, or 1.9%, due primarily to certain passthrough fees that were historically reported on a
net basis, partially offset by the impact of a 9.5% year-over-year decrease in residential voice subscribers.
Business services revenues increased $11.3 million, or 29.3%, due primarily to growth in our business data and voice services to small and
medium-sized businesses and enterprise customers, the acquired Clearwave operations and implementation of modem rental charges to certain
business customers during the first quarter of 2019. Total business customer relationships increased 9.8% year-over-year.
Costs and Expenses
Operating expenses (excluding depreciation and amortization) were $95.7 million in the second quarter of 2019 and increased $3.9 million, or
4.3%, compared to the second quarter of 2018. The increase was primarily attributable to additional expenses related to Clearwave operations
and various other operating expenses. Operating expenses as a percentage of revenues were 33.5% for the second quarter of 2019 compared to
34.2% for the year-ago quarter.
Selling, general and administrative expenses were $60.1 million for the second quarter of 2019 and increased $5.9 million, or 10.9%, compared to
the second quarter of 2018. The increase was primarily attributable to higher rebranding, acquisition-related and other expenses incurred during
the second quarter of 2019 as well as additional expenses related to Clearwave operations. Selling, general and administrative expenses as a
percentage of revenues were 21.0% and 20.2% for the second quarter of 2019 and 2018, respectively. Excluding the expenses associated with
the Clearwave operations, selling, general and administrative expenses would have increased $4.7 million, or 8.6%.
Depreciation and amortization expense was $54.8 million for the second quarter of 2019 and increased $5.8 million, or 11.8%, including a
$3.1 million increase attributable to the Clearwave operations. The increase was due primarily to new assets placed in service since the second

quarter of 2018 and additional depreciation and amortization related to the acquired Clearwave operations, partially offset by assets that became
fully depreciated since the second quarter of 2018. As a percentage of revenues, depreciation and amortization expense was 19.2% for the
second quarter of 2019 compared to 18.3% for the second quarter of 2018.
We recognized a $0.9 million net loss on asset disposals during the second quarter of 2019 compared to a $2.7 million net loss on asset
disposals in the second quarter of 2018.
Interest Expense
Interest expense increased $3.6 million, or 23.8%, to $18.5 million, driven by additional outstanding debt and an increase in interest rates yearover-year.
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Other Income (Expense), Net
We recognized other expense of $9.6 million during the second quarter of 2019, consisting primarily of a $6.5 million call premium related to the
$450 million Notes redemption and $4.9 million of debt issuance cost write-offs and expenses associated with financing transactions, partially
offset by interest and investment income. We recognized other income of $0.9 million during the second quarter of 2018, consisting primarily of
interest income.
Income Tax Provision
The income tax provision decreased $3.2 million, or 25.3%. Our effective tax rate was 20.8% and 22.6% for the second quarter of 2019 and 2018,
respectively. The decrease in the effective tax rate primarily related to a $1.7 million increase in income tax benefits attributable to equity-based
compensation awards, partially offset by a $1.2 million decrease in income tax benefits attributable to state effective tax rate changes.
Comparison of Six Months Ended June 30, 2019 to Six Months Ended June 30, 2018
Revenues
Revenues increased $30.1 million, or 5.6%, due primarily to increases in business services and residential data revenues of $20.7 million and
$20.3 million, respectively. The increase was the result of organic growth in our higher margin product lines of business services and residential
data, the acquired Clearwave operations, a residential video rate adjustment and the implementation of modem rental charges to certain business
customers, partially offset by decreases in residential video and voice and advertising sales revenues.
Revenues by service offering were as follows for the six months ended June 30, 2019 and 2018, together with the percentages of total revenues
that each item represented for the periods presented (dollars in thousands):
Six Months Ended June 30,
2019
Residential data
Residential video
Residential voice
Business services
Advertising sales
Other
Total revenues

Revenues
$
262,635
167,836
20,329
96,903
9,479
7,073
$
564,255

% of Total
46.5
29.7
3.6
17.2
1.7
1.3
100.0

2018
Revenues
% of Total
$
242,330
45.4
176,219
33.0
21,176
4.0
76,177
14.3
11,158
2.1
7,115
1.2
$
534,175
100.0

2019 vs. 2018
$ Change
% Change
$
20,305
8.4
(8,383)
(4.8)
(847)
(4.0)
20,726
27.2
(1,679)
(15.0)
(42)
(0.6)
$
30,080
5.6

Average monthly revenue per unit for the indicated service offerings were as follows for the six months ended June 30, 2019 and 2018:

Residential data (1)
Residential video (1)
Residential voice (1), (2)
Business services (2), (3)
(1)

(2)

$
$
$
$

Six Months Ended June 30,
2019
2018
71.58 $
68.00
92.44 $
87.58
34.91 $
32.98
217.11 $
186.51

$
$
$
$

2019 vs. 2018
$ Change
% Change
3.58
5.3
4.86
5.5
1.93
5.9
30.60
16.4

Average monthly revenue per unit values represent the applicable year-to-date residential service revenues (excluding installation and
activation fees) divided by the corresponding average of the number of PSUs at the beginning and end of each period, divided by six, except
that for any new PSUs added as a result of an acquisition occurring during the reporting period, the associated average monthly revenue per
unit values represent the applicable residential service revenues (excluding installation and activation fees) divided by the pro-rated number
of PSUs during such period.
The increases in residential voice and business services ARPU from the prior year were partially a result of certain passthrough fees that
were historically reported on a net basis. Residential voice and business services ARPU for the six months ended June 30, 2019 would have
been $32.85 and $215.00, respectively, if reported on a comparable basis.

(3)

Average monthly revenue per unit values represent year-to-date business services revenues (excluding installation and activation fees)
divided by the average of the number of business customer relationships at the beginning and end of each period, divided by six, except that
for any new business customer relationships added as a result of an acquisition occurring during the reporting period, the associated
average monthly revenue per unit values represent business services revenues divided by the pro-rated number of business customer
relationships during such period.
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Residential data service revenues increased $20.3 million, or 8.4%, as a result of organic subscriber growth, a reduction in package discounting
and increased customer subscriptions to premium tiers.
Residential video service revenues decreased $8.4 million, or 4.8%, due primarily to a 9.4% year-over-year decrease in residential video
subscribers, partially offset by a rate adjustment beginning in February 2019.
Residential voice service revenues decreased $0.8 million, or 4.0%, due primarily to a 9.5% year-over-year decrease in residential voice
subscribers, partially offset by certain passthrough fees that were historically reported on a net basis.
Business services revenues increased $20.7 million, or 27.2%, due primarily to the acquired Clearwave operations, growth in our business data
and voice services to small and medium-sized businesses and enterprise customers, and implementation of modem rental charges to certain
business customers during the first quarter of 2019. Total business customer relationships increased 9.8% year-over-year.
Operating Costs and Expenses
Operating expenses (excluding depreciation and amortization) were $190.2 million for the six months ended June 30, 2019 and increased
$3.7 million, or 2.0%, compared to the year ago period. The increase was due primarily to additional expenses related to Clearwave operations
and various other operating expenses. Operating expenses as a percentage of revenues were 33.7% for the first two quarters of 2019 compared
to 34.9% for the first two quarters of 2018.
Selling, general and administrative expenses increased $16.4 million, or 15.6%, to $121.5 million. Selling, general and administrative expenses as a
percentage of revenues were 21.5% and 19.7% for the six months ended June 30, 2019 and 2018, respectively. Excluding the expenses associated
with the Clearwave operations, selling, general and administrative expenses would have increased $14.1 million, or 13.4%, due primarily to
rebranding and acquisition-related costs incurred during the first two quarters of 2019 and higher marketing, equity-based compensation and
insurance costs. Selling, general and administrative expenses as a percentage of revenues, excluding the impact of the Clearwave operations,
would have been 21.6% for the six months ended June 30, 2019 compared to 19.7% for the six months ended June 30, 2018.
Depreciation and amortization expense increased $10.9 million, or 11.1%, including a $5.9 million increase attributable to the Clearwave
operations. The increase was due primarily to new assets placed in service since the second quarter of 2018, including property, plant and
equipment and finite-lived intangible assets acquired as part of the Clearwave acquisition, partially offset by assets that became fully
depreciated since the second quarter of 2018. As a percentage of revenues, depreciation and amortization expense was 19.3% for the six months
ended June 30, 2019 compared to 18.3% for the six months ended June 30, 2018.
We recognized a net loss on asset disposals of $2.0 million in the first two quarters of 2019 compared to a net loss on asset disposals of $9.4
million in the first two quarters of 2018. The first two quarters of 2019 included a gain on the sale of a non-operating property that housed our
former headquarters, while the prior year period included more asset disposals.
Interest Expense
Interest expense increased $6.9 million, or 23.4%, to $36.6 million, driven by additional outstanding debt and an increase in interest rates yearover-year.
Other Income (Expense), Net
We recognized other expense of $7.8 million during the first two quarters of 2019, consisting primarily of a $6.5 million call premium related to the
$450 million Notes redemption and $4.9 million of debt issuance cost write-offs and expenses associated with financing transactions, partially
offset by interest and investment income. We recognized other income of $1.5 million during the first two quarters of 2018, consisting primarily
of interest income.
Income Tax Provision
The income tax provision decreased $0.5 million, or 2.1%. Our effective tax rate was 22.8% and 21.2% for the six months ended June 30, 2019 and
2018, respectively. The increase in the effective tax rate was due primarily to a $2.1 million decrease in income tax benefits attributable to state
effective tax rate changes.
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Use of Adjusted EBITDA
We use certain measures that are not defined by GAAP to evaluate various aspects of our business. Adjusted EBITDA is a non-GAAP
financial measure and should be considered in addition to, not as superior to, or as a substitute for, net income reported in accordance with
GAAP. Adjusted EBITDA is reconciled to net income below.
Adjusted EBITDA is defined as net income plus interest expense, income tax provision, depreciation and amortization, equity-based
compensation, severance expense, (gain) loss on deferred compensation, acquisition-related costs, (gain) loss on asset disposals, system
conversion costs, rebranding costs, other (income) expense and other unusual expenses, as provided in the tables below. As such, it eliminates
the significant non-cash depreciation and amortization expense that results from the capital-intensive nature of our business as well as other
non-cash or special items and is unaffected by our capital structure or investment activities. This measure is limited in that it does not reflect the
periodic costs of certain capitalized tangible and intangible assets used in generating revenues and our cash cost of debt financing. These costs
are evaluated through other financial measures.
We use Adjusted EBITDA to assess our performance. In addition, Adjusted EBITDA generally correlates to the measure used in the leverage
ratio calculations under our outstanding Senior Credit Facilities to determine compliance with the covenants contained in the Second
Restatement Agreement. Adjusted EBITDA is also a significant performance measure used by us in our annual incentive compensation
program. Adjusted EBITDA does not take into account cash used for mandatory debt service requirements or other non-discretionary
expenditures, and thus does not represent residual funds available for discretionary uses.
Three Months Ended June 30,
2019
2018
$
36,395 $
43,785

(dollars in thousands)
Net income
Plus: Interest expense
Income tax provision
Depreciation and amortization
Equity-based compensation
Severance expense
Loss on deferred compensation
Acquisition-related costs
Loss on asset disposals, net
System conversion costs
Rebranding costs
Other (income) expense, net

18,516
9,571
54,835
3,082
15
78
871
910
777
2,902
9,632
$

Adjusted EBITDA

137,584

2019 vs. 2018
$ Change
% Change
$
(7,390)
(16.9)

14,953
12,812
49,033
2,506
377
600
2,734
1,327
(882)
$

127,245

$

3,563
(3,241)
5,802
576
(362)
(522)
871
(1,824)
(550)
2,902
10,514

23.8
(25.3)
11.8
23.0
(96.0)
(87.0)
NM
(66.7)
(41.4)
NM
NM

10,339

8.1

NM = Not meaningful.
Six Months Ended June 30,
2019
2018
$
75,134 $
84,438

(dollars in thousands)
Net income
Plus: Interest expense
Income tax provision
Depreciation and amortization
Equity-based compensation
Severance expense
Loss on deferred compensation
Acquisition-related costs
Loss on asset disposals, net
System conversion costs
Rebranding costs
Other (income) expense, net

36,612
22,235
108,679
6,103
178
253
6,094
2,013
2,173
3,412
7,830
$

Adjusted EBITDA

270,716

2019 vs. 2018
$ Change
% Change
$
(9,304)
(11.0)

29,676
22,714
97,811
4,844
508
516
9,368
2,167
(1,499)
$

250,543

$

6,936
(479)
10,868
1,259
(330)
(263)
6,094
(7,355)
6
3,412
9,329

23.4
(2.1)
11.1
26.0
(65.0)
(51.0)
NM
(78.5)
0.3
NM
NM

20,173

8.1

NM = Not meaningful.
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We believe Adjusted EBITDA is useful to investors in evaluating our operating performance. Adjusted EBITDA and similar measures with
similar titles are common measures used by investors, analysts and peers to compare performance in our industry, although our measure of
Adjusted EBITDA may not be directly comparable to similarly titled measures reported by other companies.
Financial Condition: Liquidity and Capital Resources

Liquidity
Our primary funding requirements are for our ongoing operations, planned capital expenditures, payments of quarterly dividends, share
repurchases and to fund the Fidelity acquisition. We believe that existing cash balances, our Senior Credit Facilities and operating cash flows
will provide adequate support for these funding requirements over the next 12 months. However, our ability to fund operations and acquisitions,
make planned capital expenditures, pay quarterly dividends and make share repurchases depends on future operating performance and cash
flows, which, in turn, are subject to prevailing economic conditions and to financial, business and other factors, some of which are beyond our
control.
During the first two quarters of 2019, our cash and cash equivalents decreased $161.8 million. At June 30, 2019, we had $102.3 million of cash on
hand compared to $264.1 million at December 31, 2018. Our working capital was $12.7 million and $184.2 million at June 30, 2019 and December 31,
2018, respectively.
The following table shows a summary of our net cash flows for the periods indicated (dollars in thousands):
Six Months Ended June 30,
2019 vs. 2018
2019
2018
$ Change
% Change
$
212,494 $
196,602 $
15,892
8.1
(465,817)
(91,816)
(374,001)
NM
91,493
(63,016)
154,509
(245.2)
(161,830)
41,770
(203,600)
NM
264,113
161,752
102,361
63.3
$
102,283 $
203,522 $
(101,239)
(49.7)

Net cash provided by operating activities
Net cash used in investing activities
Net cash provided by (used in) financing activities
Increase (decrease) in cash and cash equivalents
Cash and cash equivalents, beginning of period
Cash and cash equivalents, end of period
NM = Not meaningful.

Net cash provided by operating activities was $212.5 million and $196.6 million for the first two quarters of 2019 and 2018, respectively. The $15.9
million year-over-year increase was primarily attributable to an increase in Adjusted EBITDA of $20.2 million and an increase in accounts
payable and accrued liabilities versus a decrease in the prior year, partially offset by an increase in cash paid for interest and taxes as well as the
Notes redemption call premium, acquisition-related costs and rebranding costs.
Net cash used in investing activities was $465.8 million and $91.8 million for the first two quarters of 2019 and 2018, respectively. The $374.0
million increase in cash used from the prior year period was due primarily to the Clearwave acquisition in the first quarter of 2019 and higher
capital expenditures.
Net cash provided by financing activities was $91.5 million for the first two quarters of 2019 compared to net cash used in financing activities of
$63.0 million for the first two quarters of 2018. The $154.5 million change in net cash flows from the prior year period was primarily a result of new
debt incurred during the first two quarters of 2019 and fewer share repurchases, partially offset by higher payments on long-term debt, including
the Notes redemption, the refinancing of the $234.4 million Term Loan A-1 and the payment of debt issuance costs.
On July 1, 2015, the Board authorized up to $250 million of share repurchases (subject to a total cap of 600,000 shares of our common stock).
Purchases under the share repurchase program may be made from time to time on the open market and in privately negotiated transactions. The
size and timing of these purchases are based on a number of factors, including share price and business and market conditions. Since the
inception of the share repurchase program through the end of the second quarter of 2019, we have repurchased 210,631 shares of our common
stock at an aggregate cost of $104.9 million. During the six months ended June 30, 2019, we repurchased 5,984 shares at an aggregate cost of
$5.1 million. No shares were repurchased during the three months ended June 30, 2019.
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We currently expect to continue to pay quarterly cash dividends on shares of our common stock, subject to approval of the Board. During the
second quarter of 2019, the Board approved a quarterly dividend of $2.00 per share of common stock, which was paid on June 14, 2019. On
August 6, 2019, the Board approved a quarterly dividend of $2.25 per share of common stock to be paid on September 6, 2019 to holders of
record as of August 20, 2019.
Financing Activity
On June 17, 2015, we issued $450 million aggregate principal amount of 5.75% senior unsecured notes due 2022. The Notes were jointly and
severally guaranteed on a senior unsecured basis by each of our subsidiaries that guarantee the Senior Credit Facilities. The Notes were
scheduled to mature on June 15, 2022 and interest was payable on June 15th and December 15th of each year. The indenture governing the
Notes provided for early redemption of the Notes, at our option, at the prices and subject to the terms specified in the indenture.
On June 15, 2019, we redeemed all $450 million aggregate principal amount of outstanding Notes. In conjunction with the redemption, we
incurred a $6.5 million call premium and wrote-off the remaining $3.8 million debt issuance cost associated with the Notes.
On June 30, 2015, we entered into the Credit Agreement with the lenders party thereto, JPMorgan, as administrative agent, and the other agents
party thereto, which provided for the Original Revolving Credit Facility in an aggregate principal amount of $200 million.

On May 1, 2017, we and the lenders entered into the Amended and Restated Credit Agreement and we incurred $750 million of 2017 New Loans,
the proceeds of which were used, together with cash on hand, to finance the NewWave acquisition, repay in full the then-existing term loans
and pay related fees and expenses. The 2017 New Loans consisted of the five-year Term Loan A-1 in an original aggregate principal amount of
$250 million and the seven-year Term Loan B-1 in an original aggregate principal amount of $500 million.
On January 7, 2019, we entered into Amendment No. 2 with CoBank, as lender, and JPMorgan, as administrative agent, and incurred the new
seven-year incremental Term Loan B-2 in an aggregate principal amount of $250 million, the proceeds of which were used to finance, in part, the
Clearwave acquisition.
On April 12, 2019, we entered into Amendment No. 3 with CoBank, as lender, and JPMorgan, as administrative agent, to provide for the new
delayed draw incremental Term Loan B-3 in an aggregate principal amount of $325 million. We drew the Term Loan B-3 in full on June 14, 2019.
The Term Loan B-3 will mature on January 7, 2026 and may be prepaid at any time without penalty or premium (subject to customary LIBOR
breakage provisions). The interest rate applicable to the Term Loan B-3 is equal to, at our option, LIBOR or a base rate, plus an applicable
margin equal to 2.0% for LIBOR loans and 1.0% for base rate loans. The principal amount of the Term Loan B-3 amortizes in equal quarterly
installments at a rate (expressed as a percentage of the original principal amount) of 1.0% per annum (subject to customary adjustments in the
event of any prepayment), with the balance due upon maturity.
On May 8, 2019, we entered into the Second Restatement Agreement with JPMorgan, as administrative agent, and the lenders party thereto, to
amend and restate the Amended and Restated Credit Agreement. The Second Restatement Agreement provides for the $250 million aggregate
principal amount Term Loan A-2, the $450 million aggregate principal amount Delayed Draw Term Loan A-2 and the $350 million New Revolving
Credit Facility. The Second Restatement Agreement did not alter the principal terms of our previously established Term Loan B-1, Term Loan B2 or Term Loan B-3.
A portion of the proceeds from the Term Loan A-2, the Term Loan B-3 and the New Revolving Credit Facility, together with cash on hand, were
used to refinance the Original Revolving Credit Facility and Term Loan A-1, to redeem the Notes and for other general corporate purposes. We
intend to use the remaining proceeds, together with proceeds from the Delayed Draw Term Loan A-2 and cash on hand, to finance the
acquisition of Fidelity and for other general corporate purposes.
The Term Loan A-2 and New Revolving Credit Facility will mature on May 8, 2024 (unless certain of our existing indebtedness remains
outstanding after certain specified dates, in which case the final maturity date of both facilities will be an earlier date as specified in the Second
Restatement Agreement).
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The principal amount of the Term Loan A-2 amortizes in equal quarterly installments at a rate (expressed as a percentage of the original principal
amount) of 2.5% per annum for the first year following the closing date, 2.5% per annum for the second year following the closing date, 5.0% per
annum for the third year following the closing date, 7.5% per annum for the fourth year following the closing date and 12.5% per annum for the
fifth year following the closing date (in each case subject to customary adjustments in the event of any prepayment or in the event the Delayed
Draw Term Loan A-2 is drawn), with the balance due upon maturity.
The Delayed Draw Term Loan A-2 will be available in a single drawing until February 8, 2020. Any loans under the Delayed Draw Term Loan A-2
will have the same terms as, and will constitute one class of term loans with, the loans under the Term Loan A-2 described above. We are
required to pay a ticking fee, which accrues at a per annum rate of 0.30% on the average daily undrawn portion of the Delayed Draw Term Loan
A-2 accruing during the period commencing on June 15, 2019 up to, but excluding, the date on which the lender’s commitments under the
Delayed Draw Term Loan A-2 terminate.
The Senior Credit Facilities are guaranteed by the Guarantors and are secured, subject to certain exceptions, by substantially all of our and the
Guarantors’ assets.
The Senior Credit Facilities may be prepaid at any time without penalty or premium (subject to customary LIBOR breakage provisions).
The interest margins applicable to the Senior Credit Facilities are, at our option, equal to either LIBOR or a base rate, plus an applicable margin
equal to, (i) with respect to the Term Loan A-2, Delayed Draw Term Loan A-2 and New Revolving Credit Facility, 1.25% to 1.75% for LIBOR
loans and 0.25% to 0.75% for base rate loans, determined on a quarterly basis by reference to a pricing grid based on our total net leverage ratio,
(ii) with respect to the Term Loan B-1, (x) for any day on or prior to April 22, 2018, 2.25% for LIBOR loans and 1.25% for base rate loans and (y)
for any day thereafter, 1.75% for LIBOR loans and 0.75% for base rate loans, and (iii) with respect to the Term Loan B-2 and Term Loan B-3, 2.0%
for LIBOR loans and 1.0% for base rate loans.
We may, subject to certain specified terms and provisions, obtain additional credit facilities of up to $600 million under the Second Restatement
Agreement plus an unlimited amount so long as, on a pro forma basis, our First Lien Net Leverage Ratio is no greater than 3.0 to 1.0.
We were in compliance with all debt covenants as of June 30, 2019.
As of June 30, 2019, outstanding borrowings under the Term Loan A-2, Term Loan B-1, Term Loan B-2 and Term Loan B-3 were $250.0 million,
$490.0 million, $249.4 million and $325.0 million, respectively, and bore interest at rates ranging from 3.91% to 4.41% per annum. Letter of credit
issuances under the New Revolving Credit Facility totaled $5.5 million and we had $344.5 million available for borrowing under the New
Revolving Credit Facility at June 30, 2019.

In connection with the financing transactions during 2019, we incurred $12.4 million of debt issuance costs, of which $11.7 million was
capitalized. We also wrote-off $4.2 million of existing unamortized debt issuance costs, including the $3.8 million associated with the Notes. We
recorded $1.3 million and $1.0 million of debt issuance cost amortization for the three months ended June 30, 2019 and 2018, respectively, and
$2.4 million and $2.0 million for the six months ended June 30, 2019 and 2018, respectively. These amounts are reflected within interest expense in
the condensed consolidated statements of operations and comprehensive income. Unamortized debt issuance costs totaled $22.6 million and
$17.6 million at June 30, 2019 and December 31, 2018, respectively, of which $2.7 million and $0 are reflected within other noncurrent assets,
respectively, and $19.9 million and $17.6 million are reflected as reductions to long-term debt in the condensed consolidated balance sheets,
respectively.
During the first quarter of 2019, we entered into two interest rate swap agreements in order to convert our interest payment obligations with
respect to an aggregate of $1.2 billion of our variable rate LIBOR indebtedness to a fixed rate. Under the first swap agreement, with respect to a
notional amount of $850 million, our monthly payment obligation is determined at a fixed base rate of 2.653%. Under the second swap agreement,
which is a forward-starting swap with respect to a notional amount of $350 million, our monthly payment obligation beginning in June 2020 is
determined at a fixed base rate of 2.739%. Both interest rate swap agreements are scheduled to mature in the first quarter of 2029 but may be
terminated prior to their scheduled maturity at our election or the financial institution counterparty as provided in each swap agreement.
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Capital Expenditures
We have significant ongoing capital expenditure requirements as well as capital enhancements associated with acquired operations,
including rebuilding low capacity markets, launching all-digital video services, implementing 32-channel bonding, converting back office
functions such as billing, accounting and service provisioning, migrating products to Cable One platforms and expanding our high-capacity
fiber network. Capital expenditures are funded primarily by cash on hand and cash flows from operating activities.
We have adopted capital expenditure disclosure guidance as supported by the NCTA. These disclosures are not required under GAAP, nor do
they impact our accounting for capital expenditures under GAAP. The amounts of capital expenditures reported in this Quarterly Report on
Form 10-Q are calculated in accordance with NCTA disclosure guidelines.
The following table presents our capital expenditures by category in accordance with NCTA disclosure guidelines for the six months ended
June 30, 2019 and 2018 (in thousands):

Customer premise equipment
Commercial
Scalable infrastructure
Line extensions
Upgrade/rebuild
Support capital
Total

$

$

Six Months Ended June 30,
2019
2018
24,854 $
26,275
11,519
3,750
21,715
18,880
11,964
7,309
13,394
9,856
27,042
24,798
110,488 $
90,868

Contractual Obligations and Contingent Commitments
As described in the section entitled “Financing Activity,” we incurred the following additional indebtedness during 2019:
● On January 7, 2019, we incurred $250 million of new indebtedness under the seven-year Term Loan B-2, which amortizes in equal
quarterly installments at a rate of 1.0% per annum, with the outstanding balance due upon maturity.
● On May 8, 2019, we entered into the Second Restatement Agreement that provided for the $250 million Term Loan A-2, which was
partially used to refinance the $234.4 million Term Loan A-1, and the $450 million Delayed Draw Term Loan A-2. The Term Loan A-2
and, if and when drawn, the Delayed Draw Term Loan A-2, will amortize in increasing quarterly installments at per annum rates
between 2.5% and 12.5%, with the outstanding balance due upon maturity on May 8, 2024. No amounts have been drawn on the
Delayed Draw Term Loan A-2 as of June 30, 2019.
● On June 14, 2019, we incurred $325 million of new indebtedness under the Term Loan B-3, which amortizes in equal quarterly
installments at a rate of 1.0% per annum, with the outstanding balance due upon maturity on January 7, 2026.
● On June 15, 2019, we redeemed all $450 million aggregate principal amount of outstanding Notes.
Except as disclosed above, as of June 30, 2019, there have been no material changes to the contractual obligations and contingent commitments
previously disclosed in the 2018 Form 10-K.
Off-Balance Sheet Arrangements
We do not have any off-balance sheet arrangements or financing arrangements with special-purpose entities.

Critical Accounting Policies and Estimates
The preparation of consolidated financial statements in conformity with GAAP requires management to make estimates, assumptions and
judgments that affect the amounts reported in the consolidated financial statements. On an ongoing basis, we evaluate our estimates and
assumptions. We base our estimates on historical experience and other assumptions believed to be reasonable under the circumstances, the
results of which form the basis for making judgments about the carrying value of assets and liabilities that are not readily apparent from other
sources. Actual results could differ from these estimates.
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An accounting policy is considered to be critical if it is important to our results of operations and financial condition and if it requires
management’s most difficult, subjective and complex judgments in its application. With the exception of changes due to the adoption of the new
lease accounting standard effective January 1, 2019 and the entry into interest rate swaps in the first quarter of 2019 discussed in notes 1 and 8,
respectively, of the notes to our condensed consolidated financial statements within this Quarterly Report on Form 10-Q, there have been no
material changes to our critical accounting policy and estimate disclosures described in our 2018 Form 10-K.

ITEM 3.

QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Market risk is the potential loss arising from changes in market rates and prices. As of June 30, 2019, the Company’s market risk sensitive
instruments consisted of the Senior Credit Facilities and the interest rate swaps, as each is described within the section entitled “Management’s
Discussion and Analysis of Financial Condition and Results of Operations—Financial Condition: Liquidity and Capital Resources—
Financing Activity.” None of these instruments were entered into for trading purposes and all instruments relate to the interest rate risk
exposure category.
Outstanding borrowings under the Senior Credit Facilities, which bear interest, at the Company’s option, at a rate per annum determined by
reference to either LIBOR or a base rate, in each case plus an applicable interest rate margin, were $1.3 billion at June 30, 2019. The Company has
entered into interest rate swap agreements to effectively convert the variable rate interest to a fixed rate for $850 million, or 65%, of such
outstanding debt. Based on the principal outstanding under the Senior Credit Facilities with exposure to LIBOR at June 30, 2019 and December
31, 2018, assuming, hypothetically, that the LIBOR applicable to the Senior Credit Facilities was 100 basis points higher, the Company’s annual
interest expense would have increased $4.6 million and $7.3 million, respectively.

ITEM 4.

CONTROLS AND PROCEDURES

Disclosure Controls and Procedures
The Company’s management is responsible for establishing and maintaining adequate disclosure controls and procedures. Disclosure controls
and procedures are those controls and procedures that are designed to ensure that information required to be disclosed in the Company’s
reports filed or submitted under the Exchange Act is recorded, processed, summarized and reported within the time periods specified in the
SEC’s rules and forms. Disclosure controls and procedures include, without limitation, controls and procedures designed to ensure that
information required to be disclosed in the Company’s reports filed or submitted under the Exchange Act is accumulated and communicated to
management, including the Company’s Chief Executive Officer and Chief Financial Officer, as appropriate to allow timely decisions regarding
required disclosure.
Under the supervision and with the participation of the Company’s management, including the Company’s Chief Executive Officer and Chief
Financial Officer, the Company carried out an evaluation as of June 30, 2019, of the effectiveness of the design and operation of the Company’s
disclosure controls and procedures pursuant to Exchange Act Rules 13a-15(b) and 15d-15(b). Based on the Company’s evaluation, the
Company’s Chief Executive Officer and Chief Financial Officer have concluded that the Company’s disclosure controls and procedures were
effective as of June 30, 2019.
Changes in Internal Control Over Financial Reporting
There has been no change in the Company’s internal control over financial reporting (as such term is defined in Rules 13a-15(f) and 15d-15(f)
under the Exchange Act) during the quarter ended June 30, 2019 that has materially affected, or is reasonably likely to materially affect, the
Company’s internal control over financial reporting.
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PART II: OTHER INFORMATION
ITEM 1.
None.

LEGAL PROCEEDINGS

ITEM 1A. RISK FACTORS
There have been no material changes to the risk factors previously disclosed in the 2018 Form 10-K.

ITEM 2.

UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

The following table sets forth certain information relating to common stock repurchases by the Company and any affiliated purchasers within
the meaning of Rule 10b-18(a)(3) under the Exchange Act during the three months ended June 30, 2019 (dollars in thousands, except per share
data):

Period

Total Number
of Shares
Purchased

April 1 to 30, 2019 (2)
May 1 to 31, 2019 (2)
June 1 to 30, 2019
Total
(1)

(2)

11
2
13

$
$
$
$

Average Price
Paid Per Share
996.24
1,080.75
1,009.24

Total Number of
Shares Purchased
as Part of Publicly
Announced Plans
or Programs (1)
-

$
$
$
$

Maximum Dollar
Value of Shares
that May Yet Be
Purchased Under
the Plans or
Programs
145,081
145,081
145,081
145,081

On July 1, 2015, the Board authorized up to $250 million of share repurchases (subject to a total cap of 600,000 shares of common stock),
which was announced on August 7, 2015. The authorization does not have an expiration date. Purchases under the share repurchase
program may be made from time to time on the open market and in privately negotiated transactions. The size and timing of these purchases
are based on a number of factors, including share price and business and market conditions.
Consist of shares withheld from employees to satisfy estimated tax withholding obligations in connection with vesting of restricted stock
under the 2015 Plan. The average price paid per share for the common stock withheld was based on the closing price of the
Company’s common stock on the vesting date.

ITEM 3.

DEFAULTS UPON SENIOR SECURITIES

None.

ITEM 4.

MINE SAFETY DISCLOSURES

Not applicable.

ITEM 5.

OTHER INFORMATION

Not applicable.
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ITEM 6.

EXHIBITS

Exhibit
Number Description
10.1

Amendment No. 3, dated as of April 12, 2019, to the Amended and Restated Credit Agreement among Cable One, Inc., the lenders or
other financial institutions party thereto, and JPMorgan Chase Bank, N.A., as administrative agent (incorporated herein by reference
to Exhibit 10.1 to the Current Report on Form 8-K of Cable One, Inc. filed on April 15, 2019).

10.2

Second Restatement Agreement, dated as of May 8, 2019, among Cable One, Inc., its wholly owned subsidiaries, JPMorgan Chase
Bank, N.A., as administrative agent, and the lenders party thereto (incorporated herein by reference to Exhibit 10.1 to the Current
Report on Form 8-K of Cable One, Inc. filed on May 9, 2019).

31.1

Principal Executive Officer Certification required by Rules 13a-14 and 15d-14 as adopted pursuant to Section 302 of the SarbanesOxley Act of 2002.*

31.2

Principal Financial Officer Certification required by Rules 13a-14 and 15d-14 as adopted pursuant to Section 302 of the SarbanesOxley Act of 2002.*

32

Certification of Principal Executive Officer and Principal Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to

Section 906 of the Sarbanes-Oxley Act of 2002.**
101.INS Inline XBRL Instance Document (the instance document does not appear in the Interactive Data File because its XBRL tags are
embedded within the Inline XBRL document).
101.SCH Inline XBRL Taxonomy Extension Schema Document.*
101.CAL Inline XBRL Taxonomy Extension Calculation Linkbase Document.*
101.DEF Inline XBRL Taxonomy Extension Definition Linkbase Document.*
101.LAB Inline XBRL Taxonomy Extension Label Linkbase Document.*
101.PRE Inline XBRL Taxonomy Extension Presentation Linkbase Document.*
104

The cover page of this Quarterly Report on Form 10-Q for the quarter ended June 30, 2019, formatted in Inline XBRL (included within
the Exhibit 101 attachments).

* Filed herewith.
** Furnished herewith.
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SIGNATURES
Pursuant to the requirements 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.
Cable One, Inc.
(Registrant)
By:

/s/ Julia M. Laulis
Name: Julia M. Laulis
Title: Chair of the Board, President and
Chief Executive Officer

Date: August 7, 2019
By:

/s/ Steven S. Cochran
Name: Steven S. Cochran
Title: Senior Vice President and
Chief Financial Officer

Date: August 7, 2019
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Section 2: EX-31.1 (EXHIBIT 31.1)
Exhibit 31.1
CERTIFICATION
I, Julia M. Laulis, certify that:
1.

I have reviewed this Quarterly Report on Form 10-Q for the quarterly period ended June 30, 2019 of Cable One, Inc.;

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to
make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period
covered by this report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material
respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.

The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-

15(f) and 15d-15(f)) for the registrant and have:
(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to
us by others within those entities, particularly during the period in which this report is being prepared;
(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed
under our supervision, 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;
(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on
such evaluation; and
(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s
most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is
reasonably likely to materially affect, the registrant’s internal control over financial reporting; and
5.

The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent
functions):
(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and
(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s
internal control over financial reporting.

Date: August 7, 2019
/s/ Julia M. Laulis
Julia M. Laulis
Chief Executive Officer
(Principal Executive Officer)
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Section 3: EX-31.2 (EXHIBIT 31.2)
Exhibit 31.2
CERTIFICATION
I, Steven S. Cochran, certify that:
1.

I have reviewed this Quarterly Report on Form 10-Q for the quarterly period ended June 30, 2019 of Cable One, Inc.;

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to
make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the
period covered by this report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material
respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this
report;

4.

The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the registrant and have:
(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to
us by others within those entities, particularly during the period in which this report is being prepared;
(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed
under our supervision, 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;
(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions

about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on
such evaluation; and
(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s
most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is
reasonably likely to materially affect, the registrant’s internal control over financial reporting; and
5.

The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent
functions):
(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and
(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s
internal control over financial reporting.

Date: August 7, 2019
/s/ Steven S. Cochran
Steven S. Cochran
Chief Financial Officer
(Principal Financial Officer)
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Exhibit 32
CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
In connection with the Quarterly Report on Form 10-Q of Cable One, Inc. (the “Company”), for the quarterly period ended June 30, 2019, as filed
with the Securities and Exchange Commission on the date hereof (the “Report”), each of the undersigned, Julia M. Laulis, principal executive
officer of the Company, and Steven S. Cochran, principal financial officer of the Company, hereby certifies, pursuant to 18 U.S.C. Section 1350,
as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that, to his or her knowledge:
(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the
Company.

By:

/s/ Julia M. Laulis
Julia M. Laulis
Chief Executive Officer
(Principal Executive Officer)

Date: August 7, 2019
By:

/s/ Steven S. Cochran
Steven S. Cochran
Chief Financial Officer
(Principal Financial Officer)

Date: August 7, 2019
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