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BOB SILLERMAN MADE BILLIONS BUYING AND
SELLING RADIO STATIONS, TALENT AGENCIES
AND PROMOTERS. HE OWNS AMERICAN IDOL
AND THE RIGHTS TO ELVIS’S IMAGE. IN 2007,
HE PLUNGED INTO REAL ESTATE, AND THAT’S
BEEN HIS HEARTBREAK HOTEL.

By ANTHONY EFFINGER and DANIEL TAUB
Photograph by BILL CRAMER
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MEDIA BARON ROBERT F.X. SILLERMAN had a great run until he tried to
break into real estate—with Elvis Presley as his partner.
The 61-year-old Sillerman—who works out six days a week, offsetting
an appetite for ice cream and cookies—made a fortune in radio, buying
up stations nationwide and selling them en masse for $2.1 billion in 1998.
He then rolled up concert venues and talent agencies  p
for the likes of Metallica and basketball star Michael Sillerman made
Jordan and sold that business for $4 billion in 2000. his first fortune
. buying and
Avyearlater, he co-produced the Broadway adaptation  gqjing radio
of his friend Mel Brooks’s movie The Producers. stations.
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Sillerman made what may have been his best deal
in 2005, when he bought television’s American Idol,
the talent show that has franchises around the world
and tops the U.S. TV ratings.

Then, in 2007, Sillerman rolled the dice on real
estate—at exactly the wrong time. He started a com-
pany called FX Real Estate & Entertainment Inc. and
took over 18 acres (7 hectares) on the Las Vegas Strip.
He borrowed $475 million through Zurich-based
Credit Suisse Group AG to pay for the property and
start developing a resort with an Elvis theme. Siller-
man owns the commercial rights to Elvis—and
Muhammad Ali—through another company, New
York-based CKX Inc., which also owns Idol.

The FX investment turned out to be ablunder by
a dealmaker who, according to business partners and
friends, rarely makes them. “Bob always sees the big
picture and knows how to maximize things,” Brooks,
83, says. “He’s one of the brightest people I know.”

ILLERMAN HAS BUILT and sold five public
/ companies, making money for inves-
tors—and himself—each time. One of
those sales prompted a class-action
lawsuit in 1998 from an investor who
accused him of a conflict of interest
when he executed a stock swap
between two companies he con-
trolled. He settled the case. In June
/ 2007, he proposed to take American
Idol parent CKX private, offering
CKX holders $1.3 billion in cash, plus shares of New
York-based FX Real Estate, again drawing a share-
holder suit.

That deal died along with Sillerman’s real estate
dreams. The Vegas project is in default. Plans for anew
hotel and convention center at Graceland, Elvis’s Ten-
nessee home, are on hold. FX Real Estate fell to pennies
ashare in April from its February 2008 peak of $7.88
and was delisted from the Nasdaq stock exchange.

A separate real estate venture—construction of a
resort on the Caribbean island of Anguilla, featuring
$12 million residences and a hotel with personal but-
lers—also stands unfinished and in default.

“Some people are mad at Bob because he had the
golden touch,” says William Huff, founder of W.R.
Huff Asset Management Co. in Morristown, New Jer-
sey, the largest investor in FX Real Estate after Siller-
man himself. “I think there was a naive perception of
infallibility,” Huff says. “Bob is not infallible.”

Hulff says he hasn’t given up on the Vegas project.
“There are alot of people who are more screwed than
Bob,” Huff, 59, says. “Bob never broke ground, which is
phenomenal. Once you have the steel up, you’re toast.”
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Elvis, at far left
in 21957 photo,
lived at Graceland
from 1957 until
he died in 1977.
Sillerman has a
90-year lease.

AP-WIDE WORLD (ELVIS); JEAN SCHIFRIN (3)

Priscilla Presley, Elvis’s wife from 1967 to 1973, says
the economy s to blame, not Sillerman. “I have alot of
confidence in Bob,” she says. “When the timing is right,
I'm sure all this will come back on the boards.”

Sillerman says he got into something he didn’t real-
lyunderstand. “I’'m not very knowledgeable about
real estate,” he says in an interview at CKX’s 16th-
floor offices on Madison Avenue in New York, where
the walls are clad in maple and brushed metal. “I think
I’'ve demonstrated that to the world.” Sillerman keeps
what’s left of his gray hair close cut and sports a mus-
tache. A Lance Armstrong “LiveStrong” cancer wrist-
band—Sillerman survived tongue cancer in 2001—
peeks from under French cuffs and the sleeve of a blue
suit coat. He wears no tie.

Sillerman has trouble being serious even in serious
times. He loves practical jokes and once paid abellhop in
Paris tolet him into a friend’s room so he could jump out
and scare her when she arrived. Yet these days he spends
much of his time grimly negotiating with the banks that
loaned his company $475 million for the Vegas project.

There are signs that he’s stretched. In March 2008,
he took out a $23 million loan from Deutsche Bank
AG on his five-story modernist town house on the
Upper East Side of Manhattan, according to property
records. The house has a rooftop lap pool and a bullet-
proof glass atrium installed by a previous owner, S.I.
Newhouse Jr., head of Conde Nast Publications Inc.,
according to a 1994 New York Times article about the
house. Sillerman says the loan was for estate planning
purposes and declines to say more.

He disclosed another loan from Deutsche Bank, for
$29 million, in an April filing with the U.S. Securities
and Exchange Commission. It’s backed by his 29 percent
stake in CKX. If CKX shares fall to $2.50, according to
the filing, the loan defaults. CKX closed at $5.53 on May
11,up 51 percent in 2009 after a 64 percent slide in 2008.
This loan, Sillerman says, was for investment purposes.
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STUNG BY HIS REAL ESTATE LOSSES, SILLERMAN

CKXis good collateral. Sillerman is chairman and
chief executive officer of the company, which he
formed in 2004 to buy up entertainment properties.
Itacquired Simon Fuller’s 19 Entertainment Ltd.,
the company that owns American Idol, in 2005, for
$161 million plus 1.9 million shares of CKX. The
showis based on a production called Pop Idol that
Fuller, 49, launched in Britain in 2001. Now, there
are Idol clones in 100 countries.

The show, which auditions would-be pop-music
stars, features a panel of judges that screens out con-
testants in the early rounds. Viewers vote by tele-

phone and text message for winners in later segments.

American Idol has been the most-watched program in
the high-consuming 18-to-49 age group in the U.S. for
the past six years. “It’s the only show that can consis-
tently bring in 24 or 25 million viewers in a telecast,”
says Brad Adgate, senior vice president at Horizon
Media Inc.,a New York-based company that buys
slots for advertisers.

That audience means News Corp.’s Fox network
can charge advertisers, which include Apple Inc.,
AT&T Inc. and Coca-Cola Co., $650,000 for a 30-
second commercial.

Idol finalists have sold more than 42 million al-
bums and 47 million single-song downloads, accord-
ing to Billboard magazine. The fourth album by the
winner in the show’s first season, Kelly Clarkson,
debuted at No. 1 on the Billboard 200 this March
and sold 255,000 copies in its first week. Kris Allen,

EEDS AMERICAN IDOL'S STE

ADY PROFITS.
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Simon Fuller,
above, continues
to run /dol, below,
now part of
Sillerman’s CKX
entertainment

group.

a 24-year-old college student from
Arkansas, was crowned this year’s
winner, with almost 100 million
votes cast after his final perfor-
mance in May.

Sillerman profits from American
Idol through his stake in CKX. Rev-
enue from Idol advertising, mer-
chandise sales and touring by its
performersrose 15 percent to $96
million in 2008 and accounted for
about a third of CKX’s $288.1 mil-
lion of total revenue.

As CEO of CKX, Sillerman got
paid $1.96 million in 2008, includ-
inga $1.15 million bonus, a
$24,000 car allowance and other
items. He made $773,230in 2007,
with no bonus, according to company filings.

Fuller runs the CKX subsidiary that produces Idol.
He gota $1.49 million bonus on top of a $1.04 million
salary in 2008. He also got 200,000 shares of CKX
stock. Sillerman got no new shares in 2008.

Until this year’s finale, Sillerman had never been
to a taping of Idol, Fuller says. “He trusts it’s being
run smoothly,” Fuller says. “He doesn’t meddle with
things that aren’t broken.”

Sillerman says his business is
brands, like Elvis and American
Idol. The Vegas real estate project
isjust a vehicle for Elvis. Simi-
larly, CKX says it will launch a
consumer product based on Ali,
whose name and image Sillerman
bought from the Ali family for
850 million in 2006. Sillerman
won’t say what the product is.
Earlier plans to sell Ali-branded
shoes and apparel at retailer
Steve & Barry’s LLC collapsed
when the chain went bankrupt.

Paul Kanavos, a partner in the
Vegas and Anguilla projects, says
that if anyone can recover from
the real estate wreck, it’s Siller-
man. “He’s the calmest, coolest
businessman I’'ve ever met,”
Kanavos, 52, says.
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Though his net worth has fallen along with CKX
and FX Real Estate stock, Sillerman still lives large. He
and his wife, Laura—a copywriter, author and poet—
split their time between the town house in Manhattan
and a beachside spread in Southampton, New York.
They shuttle back and forth by helicopter and take
longer trips by private jet.

Until 2006, the Sillermans threw an annual picnic
in Southampton known as the Bobecue, featuring
bands, booze and hundreds of partiers. Sillerman says
they stopped the tradition after he decided the guest
list had gotten out of hand. He asked a stranger how
he knew about the party. The guest said he had heard
about it from—literally—a friend of a friend of the
brother of a friend of Sillerman’s. “It got to be sort
of silly,” he says.

Silly can be a good thing in Sillerman’s world. He
once dressed up as a Turkish diplomat on the Orient
Express between Paris and Venice, donning military
medals and a silver turban he borrowed from his wife
and speaking only through his “interpreter”—his
friend Bruce “Cousin Brucie” Morrow, a rock music
disc jockey for New York’s WABC radio in the 1960s
and 1970s. Morrow, 71, has worked and partied with
Sillerman since 1978, when the pair began buying
radio stations together.

Entertainment is in Sillerman’s blood. His father,
Michael, founded the New York-based Keystone
Radio Network and was the man who syndicated
Lassie, the black-and-white television show starring
abighearted collie dog.

Sillerman inherited the X in his name from his
father. Family code dictated that Sillerman not learn
what the initial stood for until his 18th birthday and
thathe not disclose the name to anyone except his
future spouse. Even Morrow doesn’t know.

Bob and his brother, Michael, grew up in the af-
fluent Riverdale neighborhood in the Bronx. Siller-
man studied political science at Brandeis University
in Waltham, Massachusetts. While a student, he
launched Youth Market Consultants, which advised
companies on selling to teenagers.

Sillerman met Morrow in New York a few years later.
The occasion: Morrow and his wife had stripped to their
underwear and burst into a friend’s apartment to show
off their new tans from a trip to Jamaica. They didn’t
know the Sillermans would be there, Morrow says.

Sillerman thought the stunt was hilarious. The two
became friends and went into business together, hir-
inga small plane to fly them from town to town as
they bought radio stations. Morrow was astonished
at the boldness of Sillerman’s dealmaking. “You and
I buy a couple loaves of bread,” Morrow says. “Bob
buys the bakery.”

Sillerman bought
the rights to
Muhammad Ali’s
name and image
from his family
for $50 million

in 2006.

Sillerman and Morrow sold
their stations to Bell Broadcasting
for $50 million in 1985.

In 1988, Sillerman bought New
York-based radio station operator
Metropolitan Broadcasting from
investment bank Morgan Stanley.
He took a bank loan to pay Morgan
Stanley for its equity and then
hived off one of Metropolitan’s
four stations and sold it to another
company he controlled, Command
Communications, using the pro-
ceeds to pay off the loan, according
to a 1989 Wall Street Journal story
on the transaction.

FX Real Estate investor Huff held Metropolitan
bonds, and Sillerman’s move made them riskier. “That
did not sit well with me,” Huff says, and he sued.

Sillerman invited Huff to his office to talk. They
eventually settled the matter. Huff says he was so
impressed with how Sillerman handled the purchase
that he joined Sillerman’s next deal and almost every
one thereafter.

Sillerman sold the remaining Metropolitan sta-
tions to Westinghouse Broadcasting Co. for $400 mil-
lionin 1989. Three years later, he started another
radio chain, SFX Broadcasting Inc., with partner Steve
Hicks, brother of Tom Hicks, the founder of Dallas-
based buyout firm Hicks, Muse, Tate & Furst Inc., now
called HM Capital Partners LLC.

SFX went publicin 1993, a perfect time for Siller-
man to be in the radio business. A federal law passed
in February 1996 lifted the limit on the number of
stations a radio broadcaster could own nationally.
Broadcasters amassed stations, boosting ad revenue

Idoling

CKX, which owns the American Idol TV show,
has fallen along with the rest of the market.

$12 CKX stock price
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by reaching wider audiences
and cutting costs by combining
sales forces.

In 1997, Sillerman agreed to
sell SFX Broadcasting to Capstar
Broadcasting Corp.,a company
formed by Hicks Muse and Steve
Hicks, for $2.1 billion in cash and
assumed debt.

Not content to roll up just one
industry, Sillerman in 1995 start-
ed a separate public company
called Marquee Group Inc. that
bought up agencies that repre-
sented athletes and musicians.
One of its purchases was QBQ
Entertainment Inc., a talent agen-
cywhose clients included singer
and piano player Billy Joel, heavy
metal band Metallica and the late
comedian Rodney Dangerfield.

“We spent 30 minutes out of a
32-minute meeting talking about Rodney Danger-
field,” QBQ founder Dennis Arfa says. “Two days
later, I got a proposal.”

Sillerman bought QBQ for $3.1 million in cash
and payments of $1.6 million a year for eight years,
according to regulatory filings. Arfa declined to dis-
cuss terms of the deal.

Marquee was one of two companies Sillerman
ran that bought up entertainment properties. The
other was SFX Entertainment Inc., a subsidiary of
SFX Broadcasting that was not part of the deal with
Capstar. The company bought concert venues and
regional promoters, including Bill Graham Pres-
ents, the San Francisco promoter of the Grateful

Down and Out

Sillerman’s real estate company fell to pennies
a share and was delisted from the Nasdaqg.

$6 FX Real Estate & Entertainment stock price
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Ticket buyers for
The Producers
line up outside
New York's

St. James Theater
in 2001.

ABUEE
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Dead, for which Sillerman paid $65 million in 1998.
From 1997 to 2000, SFX Entertainment spent
about $1.5 billion on acquisitions.

Sillerman made deals at high velocity. On one day
alone, May 4, 1998, SFX announced five. The day’s
biggest transaction was the purchase, for $100 mil-
lion, of Falk Associates Management Enterprises, a

company owned by basketball agent David Falk, who
represented the Chicago Bulls’ Michael Jordan and
the New York Knicks’ Patrick Ewing.

Falk says Sillerman initially wanted him to join
Marquee. Falk insisted on being part of the more pres-
tigious SFX. “It was like asking if Rolls-Royce would
like to join the Yugo group,” Falk, 58, says.

On that same May 4, Marquee disclosed that SFX
had made a bid for it, too. The price, disclosed two
months later, was $100 million in SFX stock. At the
time, Sillerman was chairman of both companies and
owned 9 percent of Marquee’s shares.

A Marquee shareholder named Herbert Behrens led
a class-action lawsuit against Sillerman, Marquee and
SFX, whichread, in part, “The individual defendants
have clear and material conflicts of interest and are act-
ing to better the interests of SFX and themselves at the
expense of Marquee’s public stockholders.” The suit
wasn’t settled until September 2000, when SFX agreed
to pay Marquee shareholders an additional $2.9 million
without admitting wrongdoing.

By that time, Sillerman was one deal down the
road. The month before the settlement, he sold SFX
Entertainment to Clear Channel Communications
Inc., the radio and billboard company, for $4 billion.

i
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Sillerman’s mark on the concert business remains.
Clear Channel spun off SFX in 2005 as Live Nation
Inc., now the world’s largest concert promoter.

Sillerman’s seemingly charmed life took a blow
in 2001. While shaving one morning, he felt alump
inhis neck. The diagnosis was cancer in the base of
his tongue, a surprise since he’d never smoked ciga-
rettes—or anything else, he says. He underwent che-
motherapy and radiation treatments.

Inhis spare time, he helped his friend Mel Brooks
out of abind. Brooks was working on a theater adap-
tation of The Producers,a 1968 comedy about a pair
of bumbling swindlers. When one of the backers,
DreamWorks SKG co-founder David Geffen, pulled
out, Sillerman jumped in, forming a partnership with
Brooks, and becoming one of four producer groups. “I
have no idea how business really works,” Brooks says.
“I'made him one of the producers to watch my back.”
The show ran for 2,502 performances and won a
record-breaking 12 Tony Awards. Sillerman later pro-
duced Brooks’s Broadway adaptation of his movie
Young Frankenstein.

\ ILLERMAN’S NEXT BIG DEAL unfolded in
2004, when he bought Sports Enter-
tainment Enterprises Inc., a defunct
owner of a golf course in Las Vegas. He

used it as a vehicle to purchase 85 per-
cent of Elvis Presley Enterprises Inc.,a
company controlled by Elvis’s daughter,
Lisa Marie. Sillerman paid $50.1 million
in cash, assumed $25.1 million of debt and

\ gave Lisa Marie a batch of stock. A 90-year

lease on Graceland and the rights to its

name were part of the deal. Elvis lived on the 13.5-

acre Memphis estate from 1957 until his death in

1977. CKX has purchased an additional 31 acres

around Graceland to build a hotel and convention

center. Those plans are on hold.
Sillerman also agreed to pay Priscilla Presley

$6.5 million for commercial rights to the Presley

name and to pay her a consulting fee of $560,000

ayear for 10 years.
Four months later, Sports Entertainment bought

19 Entertainment. Sillerman changed the name to

CKX—for content is king—plus that ubiquitous X. In

| THINK THE

REWASA NAIVE PERCEPT
INVESTOR HUFF SAYs, ‘BOBIS NOT INFALLIBLE?

Radio Head

Sillerman has built and sold five public companies, two of them to himself,

COMPANY (TYPE OF BUSINESS) DATE OF IPO ACQUIRED BY

Multi-Market Radio (radio stations) July 1993 SFX Broadcasting*

SFX Broadcasting (radio stations) Sept. 1993 Capstar Broadcasting**
Triathlon Broadcasting (radio stations)  Sept. 1995 Capstar Broadcasting**
Marquee Group (sports agencies) Dec. 1996 SFX Entertainment*

SFX Entertainment (concert venues) Feb. 1998 Clear Channel Communications

*A Sillerman company. **Founded by Hicks, Muse, Tate & Furst. Source: Bloomberg

April 2006, CKX bought an 80 percent interest in the
name and likeness of Muhammad Ali.

While assembling the pieces of CKX, Sillerman
made his fateful move into real estate. The ultraswank
hotel in Anguilla, a self-governing U.K. territory about
half the size of Washington, D.C., was his first project.
He’d been vacationing there for years and had gotten
toknow local officials. Around 2003, they asked him
to build a golf course on the island. Sillerman and
Kanavos, his partner, then decided to also build a
resort. Kanavos is the founder of closely held, New
York-based Flag Luxury Properties LLC, in which
Sillerman owns a 30 percent stake. Flag, which led
the development, took out a $180 million loan from
investors arranged by Credit Suisse.

Sillerman’s Elvis project in Vegas got rolling in
mid-2007. That June, Sillerman announced a series of
transactions through which he and Fuller would take
CKX private, buying out other shareholders with cash
and FX stock. Andrew Baker, then an analyst at Cathay
Financial Inc., said at the time that the price was too
low. American Idol was red-hot, and the Vegas project
was justa plan.

As plans for the purchase went forward, in Decem-
ber 2007, CKX shareholder Richard Nierenberg sued,
charging, “The purpose of the merger is to enable
Sillerman and his associates to acquire the company
and its valuable assets for their own benefit at the
expense of CKX’s public shareholders.”

Sillerman says the suit has no merit. “Every
transaction in America gets challenged by share-
holder lawsuits,” he says.

Sillerman says one reason he wanted to take
CKX private is that management had its eye on

|ON OF INFALLIBILITY,
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properties whose owners didn’t want to sellto a
public company.

The complaint has yet to be resolved, according
to CKX filings with regulators. Nierenberg’s lawyer,
Joseph Rosenthal, didn’t return phone calls.

Sillerman and Fuller intended to pay for the
shares with a $700 million loan, according to regula-
tory filings. Then the credit crisis hit, and banks
stopped lending.

By September 2008, Sillerman was in default on the
$475 million Credit Suisse loan because the value of
the Strip property had plunged far enough to violate
the loan’s covenants. Sillerman’s lenders seized cash
collateral in the company’s reserve accounts in Janu-
aryand applied $21 million of that to the loan.

Construction in Anguilla stopped, too.

Throughout all of the setbacks, Sillerman has re-
mained preternaturally calm, Kanavos says. “There
hasn’tbeen aweek in the last 12 months when we haven’t
had bad news,” Kanavos said in April. And not once has
Sillerman panicked or even raised his voice, he says.

Sillerman says his battle with cancer puts his real
estate flameout in perspective. “Not everything has
worked out in business recently, but I’'ve got no com-
plaints,” he says. “You only get one chance at this.
I’ve been luckier than anyone I know.”

|
Sillerman with DJ
‘Cousin Brucie’
Morrow: The pair
teamed up in
1978 to launch

a radio station
buying spree.

None of his many friends in the entertainment
industry will be surprised if Bob Sillerman launches
anew public company sometime soon—if only to put
the failure of the last one behind him. B
Anthony Effinger is a senior writer at Bloomberg News in

Portland. aeffinger@bloomberg.net Daniel Taub covers real
estate in Los Angeles. dtaub@bloomberg.net

To write a letter to the editor, type MAG <Go> or send an
e-mail to bloombergmag@bloomberg.net.

|1 5creening Sillerman’s CKX

Type CKXE US <Equity> HDS <Go> to use the Holdings Search
function to display a list of the biggest shareholders of CKX Inc.
Type CF <Go> to use the Company Filings function to access fil-
ings by the company, which owns the American Idol brand.

You can use the Equity Screening (EQS) function to find com-
panies that are similar to CKX and rank them using models that
assess the stocks as value- or momentum-style picks. Type EQS
<Go> and tab in to the field. Enter US and click on the Country of
Domicile item for United States that appears in the list of matches.
Click on Product Segmentation in the Analytic Criteria section of
the screen. Tab in to the ENTER QUERY field, enter TV SHOW and
press <Go>. In the list of Search Results, click on Television Show
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Production to select it. Click on the first arrow under Step 2: Select
Measure to Analyze and select Market Participation. Then click on
the Update button and type 1<Go> to display the results.

To rank the stocks by using a value model, for example, click

0 ComdtyHDS M

on the Rank Results button, then on Value under Ranking Models
and finally on the Update button. As of mid-May, CKX trailed only
made-for-TV-movie maker RHI Entertainment Inc. when ranked
by value-related metrics such as price-earnings ratios.

You can save the results of an EQS screening and use them
in other functions. In EQS, click on the Actions button and select
Save As. Tab in to the NAME field, enter a name, such as TV
Show Producers, and click on Update. To access the list of com-

panies generated by your EQS search in the Holder's
Matrix (HDSM) function, for example, type HDSM
<Go> and click on the Security List Mode tab at the
bottom of the screen. Click on the arrow to the right
of Source and select Equity Screen (EQS). Click on the
arrow to the right of Name and select TV Show Pro-
ducers. Click on the arrow to the right of Holder Group,
select Demo and press <Go> to display data on the
holdings of major institutional investors in U.S. com-
panies that produce TV shows, as shown at left.
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