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CAPITAUZATlON

The following table sets forth the current portion of long-term debt and total consolidateJ capitali­
zation of the Company as of September 30, 1993 and as adjusted to reflect the application of the net
proceeds of the Offering and consummation of the Proposed Acquisitions. This table should be read in
conjunction with "Proposed Acquisitions," "Use of Proceeds" and "Selected Historical Financial Data."

September 30.103
Actual Poat Oftenn, Ie) Poat ACqulaltlon Ie)

(Doll.... In thouundaj

98,100

$72,831 (b) 5
2,500
1.246

18,437
3,086

Current portion of:
Long-term debt. net of capital lease obligations .
Capital leases payable .
Notes and capital leases payable to affiliates

Long-term debt:
Term Loan .
Revolving Credit Facility .
Capital leases payable. net of current portion .
Notes and capital leases payable to affiliates .
Other .
Notes offered hereby : .
Senior secured acquisition indebtedness .
Senior subordinated acquisition indebtedness .

Total long-term debt .
Stockholders' equity (deficit):
Common stoCk. 5.01 par value; 25.000.000 shares

authorized. 691.980 shares issued and
outstanding .

Additional paid-In capital .
Accurnu~ted deflcrt .

Total stockholders' eqUity (deficit) .
Total capitalization .

510,874
756
621

$12.251

7
4,746

(11,432)

(6.679>
$91.421

5 874
756
621

$ 2.251

-(b)
1,246

18,437
3.086

100.000

122.769

7
4,746

(21,490)(c)

(16,73n
5106.032

$ 874
756
621

$ 2,251

$

1,~46

18.437
3.086

100,000
75.000

100,000
297,789

7
4.746

(21,490)(c)

(16.73n
$281,032

(a> See "Pro Forma Consolidated Financial Data,"

(b) The Term Loan indues.. unamortized discount of $7,354 • of September 30. 1993. After the
Offering, the RevoMng Credit Facility with IlYIiIIbIe crd of '15,000 wtfI continue to be avalIlDIe
to finance operadons. The Revolving Credit F8dIIly II ClJI'IW1dy being partially utilIZed for the $6,250
letter of credit desaibed in Note 14 to the Consolidated Financial Statements.

(c) Reflects a $10.058 extraordinary loss resulting from earty retirement of debt

..
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SELECTED HISTORICAL FINANCIAL DATA
The selected consolidated financial data for the years ended December 31. 1988. 1989, 1991 and 1992 and for the nine

months ended Slf)tember 30. 1990 and the thr" months .nded December 31. 1990 have been derived from the audited
Consolidated Financial Statements. Th. consolidated financial statem.nts for the thr" months .nded Dec.mber 31. 1990, the
years ended Dtctrnber 31.1991 and 1992. and the nine months .ndtd september 30.1992 and 1993 art inclUded elsewhere
in this Prospectul. The conlOlidated financial statements tor. and .. of. the nine month. ended S~ember 30. 1992 and 1993
are unaudited. bUl in the opinion of manag.ment. such financial statements have b"n prepar.d on the same basis as the
audited Consolidated Financial Statements inclUded t1sewn.re In this Prospectus and includ. all adjustm.nts. consisting only of
normal recurring adjustments. necessary for a fair preatntation of the financial position and r.sults of operations for that penod.
Results for the nine months ended September 30. 1983 ate not neceaarlly indicative of the results for a full y.ar.

The acquisition by the Company on September 30. 1810 of the FounlHt's' Stock was accounted tor und'r the "push-down"
method of accounting and a new accounting baSis W8I ntIIblisl'led felt the Company beginning S.ptember 30. 1990. Accordingly,
results of op.rations for periods prior to September 30. 1810 ate not comparable to r.sults for subsequent periOdS.

The information below should be read in conjunction witI'I "Management's Discussion and Analysis of Financial Condition
and Results of Op.rations" and the Consolidated Financial Statements of the Company included .Isewh.r. in this Prospectus.

TIle "1'1..1.. TIle co.,...,....... "........ ............ .... NI..............
v.......~:". ........ Ole. a" v_ ..... o-..er ". sw- ae,,. ,.

!.!!!f!I!! ....!!!L ''''f!ll!!t ,... ......!!!!... -!!!L
'DlIMMIII .......'

Stmemtnt of Oper8ttona Dam:
N.t broadcast revenues ...... 534,464 $38.890 $27,268 $10.205 145,358 $67,349 $45.570 $51.291
Operating .lCJ*1.... excluding

depreciation and amortization
and special bonuses to be
paid to extcutlve officers ... 24.071 25.052 15.176 6.448 25.187 31,117 20.558 21.328

Depreciation and
amortization (e) ........... 6.407 9.913 5.158 1,785 18.078 30.920 23,478 17,300

Special bonuses paid to execu-
tive offlce,.. .............. 10,000

Sr08dc:ast operating income... 3.988 3.725 8.• 1.9t2 2.083 5.312 1,531 2••
Inter'" expente ........... 3.825 4.052 3,428 1.402 8.885 12.997 9.972 8.574
Interest and other income .... 35 146 324 150 562 1,207 943 1.622
Income (loa) before (proviaian)

benefit felt income tax.. and
extraordinary item ......... 196 (181) 3,834 740 (6.240) (6.478) (7.493) (4.289)

Net income (lois) ........... (115) (898) 2.342 452 (4.680) (5.289) (6.084) (2.952)
Ratio of .arnings to fixed

charges (f) ............... 1.1x 2.1x 1.5x

Other 0...:
N.t cash flows from operating

activities•................ $ 588 $ 1,801 $ (81') $ 1,5. $(2,264) $ 5.235 $ 2.317 $10,515
Broadcast operating cash

flow (g) •............•.••. 4.045 8.350 8.971 2,581 15,483 25.1106 17,513 23.613
Bro.dc8It opMItIng CMh flow

margin (1'1) ............... 11.7% 21.8% 32.8" 25.3" 34.1" 31.3" 38.4" 48.~

C8II'I paid for i.,......... $ 3.158 S 3...... S 3.731 $ 334 S 5,104 $13.112 $10•• $ 8,525
Program connct paymtt'llS ... 8.348 5,288 3.121 1.171 4•• lQ,427 7,301 8.350
~ expenditures .•.••..•. 1.520 1,238 1,852 479 3•• 441 288 255
Ratio of total deOt to bI'OIIdcMt

operating cash flow (i)•.•.•. 7.3x 4.3x 3.2x
Ratio of brOIIdCMt oper.rIng

C8Ih flow to cash peid felt in-
t.,. •••••••............ 2.8 x 2.0x 3.8x

Ratio of braIIdCUt opnIillQ
C8IItftowto........ 1.7x 2.0 x 2.8x

Ratio 01 bfOIicIIC """10
cash flow., intIfett ......
net ..................... 1.8x 2.2x 3.0x

Ratio of broIIdCUt 01*-10 •
cash flow IHa c.-. .....
dilUre. to cash paid for inter-
est ..................... 2.1 x 1.ex 3.8x

(COtItInued on foIIowftIg pege)
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AI 0' DecemDel' 31,

!!!! !!!!

TN Complny

AI of DeoImIMr 31,
, 1IO(I)(b) 1.'(0)00 .!!!!
(Dolla,. Int~)

AI of
September 30,

~

BalMc:e Shut Data:
Total assets .
Total debt 0) .
Total stockholders' eqUity .

$49.593 $51,156
29,729 31,020

105 (793)

$75,102
51,280

1,608

$149,227 $139,728
112.183 110.659

(3.052) (3,765)

$124,758
102,!i97

(6,679)

(a) On September 30. 1990. the Company redeemed all of the Founders' Stock. The redemption was accounted for under the
"push-down" method of accounting since approximately 73% of the outItanding shar.. of capital stock was purchased and a
management control group bte8me owner ofsu~~ all of the eomp.ny's c:.pital stock.

(b) On September 30. 1990. the Company sold Channel 83. Inc.• the owner ancI operator of wile. to the Current Stockhol~rs.
The statement of operations, b8lanCe sheet and other data SlIbUQllent to this date do not include amounts for Channel 63.
Inc. and are therefore not comparable to preceding periodS.

(e) WPGH, Inc. acqUired the net assets of WPGH on August 30. 11111. The lUdtment of operations.~ sheet and other
data presented for periods preceding this date do not include ItnOUnts for WPGH. and are therefore not comparlble to
subsequent periods.

(d) WPTT was sold on August 30. 1991. The statement of operatiOnI, bIlIwlce II'lIet ancI other data presented for periods
subsequent to this date do not inclUde amounts for WPTI and are thertfcn not c:cmpIrabIt to preceding periods.

(el Oepreclation and amomzatiOn indues.. amortizlltion of progrwn contrIICt COltS~ net rMIluble value adjustments. depre­
ciatiOn and amortization Of property and equipment. and~ of acquired Intangible broadcasting anelS and other
assets. including amortiZation of deferred financing coati.

(f) For the PUrpoH Of calculating the ratio of eamlnga to fixed c:twgea. Mmingt contltt of net inc:omt (lola) before income • .­
and extnlOrdinary item plut fixtd charges. Fixed c:h-oet COI'IIiIt of I,.... ...... which incIudIs int.... on all dIM and
amortization of debt diKOUnt. and deferred financing coets. e.nJnga were~.. to COYW ftxed c:hargM for the years
ended Oecember 31. 1•• 1991 and 1992 and the nine monthI ended StJhmber 30. 1992 and 1. by S181. 58,240.
$6.478. $7.493 and $4.219. respectively.

(g) Broadcast operating cash flow is defined u btOadcUt operIting income pM dtpnlcIatlon and II1'lOrtiutIon and spec:iaJ
bonus.. paid to extcutlve offIc:ers. I... program contract payments. 8fOIIdcMt operating CUh flow il a widely accepted
financial indicator of a company's ability to service and/or incur detIt.~.~ operdng cash flow should not be
construed u an alternative to brOldcast operating inc:omt or net cah fIowI from operating activitiH and should not be
construed u an indiCation of the Company's operating ptf'fotmanct or u a mee.lrt of liquidity.

(n) Broadeut operating CUI'! flow margin is defined asb~ operating cuh flow divided by net broadcut revenu...

(i) For the nine months endlld September 30•.1993. the ratio of toeaI dttlt to br'c*IcUt operating c:aah flow was computed using
broadcast operating cah flow for the 12 months ended September 30. 1•.

(j) Total debt is defined as long-term dttlt. net of unamortiZtcl dilcount, and capitIl ... obIig1tion1. including current portion
thereof, and warrant. outstanding. The remaining outstanding warrantJ ""' JUChatd by the Company for $9.000 in Sep­
tember 1993.
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PRO FORMA CONSOLIDATED FINANCIAL DATA

The following pro forma consolidated financial data includes the unaudited pro forma consolidated
statements of operations for the year ended December 31, 1992 and for the nine months ended Sep­
tember 30. 1993 (the "Pro Forma Consolidated Statements of Operations") and the unaudited pro
forma consolidated balance sheet as of September 30, 1993 (the "Pro Forma Consolidated Balance
Sheet"). The unaudited Pro Forma Consolidated Statements of Operations are adjusted to give effect
to (i) the Offering and the application of the proceeds thereof and (Ii) the consummation of the Pro­
posed Acquisitions, as if such transactions had occurred on January 1, 1992. The unaudited Pro Forma
Consolidated Salance Sheet is adjusted to give effect to (i) the Offering and the application of the
proceeds thereof and (ii) the consummation of the Proposed Acquisitions, as if such transactions had
occurred on September 30, 1993, The adjustments to the Pro Forma Statements of Operations for the
Proposed Acquisitions reflect the statements of operations of WCGV in Milwaukee and WTTO In Bir­
mingham on a combined basis as currently operated by the existing owner, and includes the results of
operations of WVTV in Milwaukee, which currently operates a time brokerage agreement with an affil­
iate of WCGV. In connection with the PropoHd Acquiltllons, the Company antiCipates entertng into a
PSA with WVTV. The Pro Forma Consofldated StItement8 of Operations further reftect the results of
operations of WNUV in Battimore, a station with which the Company anticipateS entering into a PSA,
payments pursuant to a covenant not to compete and certain other acquisition related adjustments.
See "Proposed Acquisitions,"

The pro forma adjustments are based upon av...... Information and certain .sumptlons that the
Company befieves are reasonable. The Pro Forma Consolidated Financial Data should be read in
conjunction with the Company's Consolidated FlMnClIII Statements and refated notes thereto and the
financial statements and related note. of B8M Partners, L.P, (which reflect the hlstorteal ftIwIcial
statements of WCGV and WTTO) included efsewtwe in this Prospectus. The unaudited Pro Forma
Consolidated Financial Data do not purport to repreeent what the Company's results of operations or
financial position would have been had the Offering or the Proposed Acquisitions occurred on January
1, 1992 or September 30, 1993 or to project the Company's resuits of operations or financial position
for or at any future period or date.

•
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PRO FORMA CONSOUDATED STATEMENT OF OPERATIONS
FOR THE YEAR ENDED DECEMBER 31, 1992

WCGV
Ind

O:=' Post WTTO Acquisition Post
HistorlC81 .Ad)u (b) Offering Combined Adjustments Acquisition

(Don.,. In thouNnds)

REVENUES:
AdvertiSing revenues. net of agency commis-

sions ........................... $58.5+4 $58.5+4 $2e.o71 (e) $ 4.384 (I) $ 89.005
Revenues realized from barter arrangements 8.805 8,805 4.718 13.523

Net broadCaSt revenues . . . . . . . . . . . . . ~ ~ 30.795 4.384 102.528

OPERATING EXPENSES;
Program and production. . . . . . . . . . . . . . . 17.454 17,454 13.029 30,483
Selling. general and administrative . . . . . . . 13.683 13,683 7.278 (500) (g) 20.441
AmortiZation of progrlm contract coats and

net realizable value adjUS1mentl . . . . . . . 16.288 16.288 6.415 22.703
Depreciation and amortization of property and

equipment ....................... 2.854 2.654 2.315 4,989
Amortization of acquired intangible broad-

casting assets and other assets ........ 11,978 S(_Hc) ...1.!J!2 --!!! 24.130 (h) 37.298

62,037 (.) ~ 30,025 24.430 115,894

Broadcast operating income . . . . . . . . .. .2d!! ...J!! 5.910 -!!Q (20,041) (13,38e)

OTHERINCOMe(EXpeNS~:

Interest expense . . . . . . . . . . . . . . . . . ... (12.987) 118 (d) (12,879) (4.808) (11.019)(Q (2U04)
Interest income . . . . . . . . . . . . . . . ...... 1,117 1,117 1,117
Other income . . . . . . . . . . . . . . . . . . . . .. ----!2 ----!Q 90

(11,780) -!1! (11.872) (4.8045) (11,019) (27,297)

INCOME (LOSS) SEFORE BENEFIT FOR IN-
COMETAXES ..................... (8,478) 718 (5.782) (3.838) (31,065) (40.683)

BENEFIT FOR INCOME TAXES(.) ........ ---1.!!! -W.!! 1.189

NET INCOME (LOSS) .................. $(5,.) S 7tel $ (4,573) $(3,~ $(31,015) $(39,474)

(footrlOtN on page 28)

•
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•

PRO FORMA CONSOUDATED STATEMENT OF OPERATIONS
FOR THE NINE MONTHS ENDED SEPTEMBER 30,1993

WCGV
and

Otfertng Pott WTTO Acquilitlon Post
Hlltorical AdlultJMnts(b) Offlring Combined Adjustments ACqullltlon

(Dollars In thouUndl)
REVENUES:

Advertising revenues. net of agency commis-
sions ......... ................. . $45,788 545.768 $16,587 (e) $ 4.307 (1) $ 66,662

Revenues realiZed from barter arrangements 5.523 5.523 3,871 9,1~

Net brOldcut revenues . . . . . . . . . . . . . ...§.Lm ~ 20.258 4.307 75.856
OPERATING EXPENSES:

Program and ptOCIUdion. . . . . . . . . . . . . . . 12.224 12.224 6.518 18.742
Selling, general and Idministrstive . . . . . . . 9.104 9.104 5.388 (510) (g) 13.982
AmortiZllllon of program contract costs and

net rMIiUbIe VIIIue lldjuItments . . . . . . . 6•• 6•• 3.893 10.892
Depreciation and amortiZation of prOJ)lrty and

equipment •.••................... 1,879 1.879 1.770 3.849
AmortiZIItion of acquited irUngibie broad-

eating UMtI and otIw .............. 8.422 S (529)(c) 7.883 755 18.884 (h) 27.332
Specat bonUH8 paid to executive

oflIcers ......................... 10.000 ~ 10,000

~ ~ 41,. 18.324 18.174 84.587
BI'OIdcaIt operating income . . . . . . . ... 2.683 ~ 3.192 1.934 (13.887) (8.741)

OTHER INCOME (EXPENSE):
Interest IXJMI"H . . . . . . . . . . . . . . . . . . .. (8.574) (858) (d) (9,433) (3.107) (8.812) (I) (21,152)
Interest income ..................... 772 772 772
Other income . . . . . . . . . . . . . . . . . . .... --!!2 ---!!2 85Q

(8.~ -!!Hl -'!!ll) (3,1Q1) (U12) (19,530)

INCOME (LOSS) BEFORE BENEFIT FOR IN·
COMETAXES ..................... (4.289) (330) (4,819) (1.173) (22.479) (28,271)

BENEFIT FOR INCOME
TAXES <a) ........................ ---!! ~ 800 880

NET INCOME (LOSS) BEFORE
EX'TAAORDINAAY ITEM .............. (4.209) (330) (4.538) (1,173) (21.879) (27,391)

EXTRAORDINARY ITEM - GAIN ON
PURCHASE OF WARRANTS•.......... 1.257 .Jlri!!) --NET INCOME (LOSS) .................. $(2,~ $(1,517) 1 (4,ut) S(1.1~ S(21,!7!) $(27.381)

{footI'IOMI on IoIIowing page)

•
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NOTES TO PRO FORMA CONSOUDATED STATEMENTS OF OPERATIONS
(Doll." in thouundl)

(a) To reflect tax benefits related to acquisition adjustments for the nine months ended September 30, 1993. No other pro forma
adlustmtrt" to benefit for income taxes have been recorded as realization under Financial Accounting Standards Board
Statement No. 109 "Accounting for Income Taxes" ("SFAS 109") would not have been assured.

(b) ExcJud.. the effects of an extraordinary gain of $1,059 related to the purcha.e of Warrants outstanding and an extraordinary
loss of $10,058. net of tax benefits of S8OO, related to the early extinguishment of debt.

(c) To reflect Change in amortization of deferred financing costs as a result of the Offering, calCUlated as follows:
December 31, 1"2 September 30, 1993

Elimination of amortization expense for Bank Credit Agreement in-
debtednesa . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ...

Amortization expense related to the Not.. for cs.terred fil\8l1Cing
costs of $3,500 to be amortized over 10 years . . . . . . . .

$(948)

~
$(588)

$(792)

~
$(529)

WCGV ,.......wrro acquired intangibles.
Inv ln WNN PSA .
0etIrrIcf 1Inancing COItI . . . . . . . . . . . . . . . .
CcwenIntI nat to compete. . . . . . . . . . . ....

~ IntIIngIbMt amortization recorded by
VYCGV and WTTO .•••..............

•

28

D S1,1..
AmeN an

$ 4.530
2.221

500
18.817
25.818

SIp""'.,1.
AftNol. non

$ 3.3.
1,8.

375
14,000
19.431



NOTES TO PRO FORMA CONSOLIDATED STATEMENTS OF OPERATIONS - (Continued)
(Dollar. In thouaand.)

(i) To record interest expense on anticipated acquisition finiInCing of $175.000 ($100.000 of senior subordinated notes at 10%
and $75,000 of senior secured indabtedness at 7'h%) and eliminate interest expense related to debt of WCGV and WTTO.
calculated as follows:

$ 88,395
37,000
56,000

181,395

(6,395)

$175,000

Interest expense on acqUisition financing. . . . . . . . . . . . . . . . . , .
Less: Interest expense recorded by WCGV and WTiO """"

Less: Company cash utilized (does not reflect 55.000 in deferred financing
costs) . . . , .. , . . . . . . . . . . . . . . . . . . . . . . . ..... , , •..........••

December 31,1"2 8eptemtMr 30,1993
$(15,625) $(11,719)

4,806 3,107
$(11,019) $ (8,612)

A '12% change in the blended interest rate would change pro forma intereat expense by $875 and $656 for the year ended
December 31, 1992 and nine months ended September 30,1993. respectively. Amount of acquisition financing was calcu­
lated based on purchas. prices as follows:

WCGV relateet and WTTO purchase price .
Assets and intangibles acquired in conjunction with anticipated WNW PSA .
Covenants not to compete . . . . . . . . . . . . . . , . . , . . . . . . . . . . . . . . . ....

•
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PRO FORMA CONSOLIDATED BALANCE SHEET AS OF SEPTEMBER 30,1993

WCGVlnd
Offtrlnt Poet WTTO WNUV POlt

Historicil Adjustmentl Offering Comblntd PSA Acquilition
(DoUI" In thoullndl)

CURRENT ASSETS:
Cash and cash eQuivalents............ $ 2,428 $ 11,169 (a) $ 13,597 $ (5.0aO)(c) $ (6,395)(i) $ 2.202
Accounts receivable. net of allowance for

doubtful accounts . . . . . . . . . . . . . . . . . 13,979 13.979 13,979
Refundable income taxes ............. 1,537 1.537 1.537
Current portion of program

contract COlts. , ................... 6.058 6.058 4,052 (g) 10,108
Deferrtd barter costs ................ eaa 688 688
Prepaid expenses and other

current usets .................... 953 953 953
Deferred tax asset................... 450 350 (b) 800 800

Total current ISlets ................ 26.081 11.519 37.810 (841) (6.395) 30.287
PROPERTY AND EQUIPMENT. net ...... 12.754 12.7S4 13.201 (g) 25,955
PROGRAM CONTRACT COSTS.

noncurrent portion .................. 5,144 5,144 5,279 (g) 10,423
LOANS TO OFFICERS AND AFFIUATES.

net of deferred gain.......... , ....... 12.934 12.934
5.000 (c)

12.934
OTHER ASSETS ..................... 4,343 (4)(c) 4,339 65.339
INVESTMENT IN PROGRAMMING 56.000 (h)

SERVICES AGREEMENTS ........... 28.385 (g) 37,000 (i) 65,3.
ACQUIREO INTANGIBLE

BROADCASTING ASSETS. net........ 63,492 83,482 42.208 105.700
Total Assets .............. , ..... $124,751 $ 11,515 $131,273 $148.135 $30.805 $311,013

CURRENT UASIUTIES:
Accounts p...................... S 1,284 $ 1.214 $ 1,284
~edl~ .................... 3,684 3,814 3.684
Cu".nt portion of long-term Iilbilitin-

Nota payable and commercial bank
financing ....................... 10.874 $(10.000)(d) 874 874

Capital I.... payII:lle ............. 758 758 758
Notes and capitalle..es payable to

afllli.......................... 621 821 621
Program COntrldS payable .......... 12.528 12,521 $ 2.078 (g) 14,804

Deterred barter revenues ............. 713 713 713
Total current liabilities ....•......... 30,458 (10.000) 20.451 2.078 22.538

LONG·TERM OBUGATJONS:
Not. payIIble and commercial 58.000 (h)

bank flnanclng .................... 71.083 32.023 (e) 103,. 88.385 (g) $30,805 (i) 278.018 (j)
captal ._payable ............... 1.248 1,241 1.241
NoW and capitIIl.... payable to

afIll.............................. 18.437 18.437 18.437
Program contrKtI payable ............ 8.734 8,734 2.882(;) 11,.
DeflIffed tax.. payable............... 1.219 (450)(b) 7_ ~

D~~ftI...................... 280 210 210
131.437 21.573 153,010 148.135 30,805 332.750

COMMITMENTS AND
CONTJNGINCIES

STOCKHOL.DIENS' EOUITY:
Common... 1.01 per..,

25.ooo.aaa ... 8Uthori2td lind
.1,....iIIued and
OUIItIIlCIlng .. . . . . . . . . . . . . . . . . . . . . 7 7 7

AddIUonel PIld-ln C8pita1............... 4.7'- 4,741 4.741
AccumuIattd deftc:lt ..........•..••... (11•• (10••(1) (11. (21,.

Total atodchold....' equity •...•••••.. (e.e7'l) (10,. (1',137) (1',1m
Tot8l u.blIItiee and~.

Equity ...•.., ................... $124.751 $ 11,515 ~ $141,135 S30,P 9",013

(foofIrOMI on Io/IowftIg page)
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•

NOTES TO PRO FORMA CONSOLIDATED BALANCE SHEET AS OF SEPTEMBER 30, 1993
(Dollarl In thou.andl)

(a) Reflects Increase in cash as a result of the issuance of the Notes, calculated as follows:

Net prOCHdS of the Offering 596.500
Repayment of Bank Credit Agreement indebtedness, in-

cluding Revolving Credit Facility of $2.500 . . . . . . . . (85,331)
511,169

(b) Reflects tax benefit of extraordinary loss resulting from early retirement of debt.

(c) Reflects change in deferred financing costs as a result of the Offering and Proposed Acquisitions. calculated as follows:
PropoHd

Otterlng Acqu.-wGn.
Oeterred financing COlts associated with the Offering

and Proposed Acquisitions . . . . . . . . . . . . .
Writ.-off of deferred financing costa associated with the

Bank Credit Agreement. . . . . . . . . . . . . . . . . . . . ..

15.000

(d) Retlects reduction in current portion of long-term debt as a result of the repayment of the Sank Credit Agreement.

(e) Retleds tne net impact on tong-term debt of $100.000 from the Notel .. faIlowa:
Notes. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $100.000
Leu: Long-term portion of the Bank Credit Agreement

indebtedness being refinanced. net of unamortized
discount of $7.354 . . . . . . . . . . . . . . . . . . . . . . . . . (67.ern

$ 32.023

(1) R.ftec:ts impact on retained .arnings of extraordinary loss on eerty txtinguilhment of debt, net of tu btnefIl

(g) Reftectl tne .... acquirtcl in connection with tne purchUt of WCGV (inc:luding net ...... pun:hUtd relItctlng the inYtIt.
ment in the ptOQOItd MiIwauk.. PSA) and WTTO and debt incurred in the tranaction. Total acquired int8ngNMI ate
calculated as follows:

PurchaM pric. . . . . . . . . . . . . . . . . . . . . .
Add: Liabllitia acqUired - program eontractl pay8bIt

Current .•...............................

Le~~~;.lj························

Investment in WVfV PSA ................•...
Current portiOn of progrwn contraetI .
Noncurrent portion of program contracts. . ....•...
Property and equipment. net . . . . . . . . . . .

Acquired intangibles•.........................

• $88••

2.078
ua

(28'1(4,
(5,2

(13.201
$42.208

The Company'. invttlmtftt in the proposed PSA with WVfV will be IlCCOUIlt*i far under the equity method of accounting as
the Company will be operating a progrMlming services agrMmtnt and will not have an ownership interest in the broadcaSt
license or teeI'InaJ equif:lmtnt of the station.

(h) Retltc:ts impact of PUrcMM of covenantI not to compete and r....-J tIMncing.
(i) RI'fttdI certan _ ~ in connection wtttI the propottd PSA with WNW and related fIMncIng. Total inYtllmtnt

and net amount fIMnctd wea~ as follows:
Total price for net __ pun::hutd . . . . . . . . . . . . . . $37.000
Less: Company cuh utiliad . . . . . . . . . . . . . . . . . . . ....J!!!)
Net amount financed . . . . . . . . . . . . . . . . . . . . . . . . . S30.p
The CompIny's iIw........ in the proposed PSA with WNW wlI be ICCOW1ttd far under the equity IMehad of ICCOUntinO u
the CClmpMf wit be~•• progrwnming ItrVices agreement and will not haW an ownerahiP InttNIt in the bl'oedcatt
lie..... fit teehtlical equipntnI of the station.

0) Rtfttda.~ tlnancing of acquisition of WCGV and WTTO, ctl'tIin ..... of WNW and WVfV and the COYtMnCS not
to~ .. faIowI:

Senior Hand incItlIMdI.... at 71/2% . . . . . . . . . . . . . S 75.000
Senior IUbcfdNled noteI at 10". . . . . . . . . . . . . . . . . 100,000

$175.000
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Introduetton

The operating revenues of the Company are derived from local and national advertisers and, to a
much Jesser extent, trom Fox for the broadcast of programming and from commercial production. The
primary operating expenses involved in owning and operating television stations are employee salaries
and commissions, depreciation and amortization, programming, news gathering, production and pro­
motion.

The Consolidated Financial Statements reflect an inere.. in net broadcast revenues and operat­
ing expenses before depreciation and amortization from 1980 to 1991, from 1991 to 1992 and from the
nine months ended September 30, 1992 to the nine months ended September 30, 1993. The primary
reason for the Incre... in net broadcast reYenues from 1980 to 1991 was the purchase of television
station WPGH in August 1991. excluding the acquisition of WPGH, the Company's revenue growth
was adversely affected by the reduction In national and IocIJ advertising revenues due to the 1991
economic recession and the additional impact of reducad local and national advertising revenues due
to the Gulf War in early 1991. The growth of the Compa1y's overall net broadcast revenues has
exceeded the overall growth of its markets in 1992 and through the first six months of 1993. These
increases can be attributed to the introduction of IocIJ newt programming in the Baltimore market,
imprOVed ratings due to the continued success of Fox programming and an Increase In viewership
during the Monday through Friday 6:00 p.m. to 8:00 p.m. ''fringe'' time period. The primary reuon for
the incre..e In 1992 operating expenses wu the addttlonllf COItI UIOCiated with the full-y.. opere­
tion of WPGH. Depreciation and amortization and intleNet expenII incrused from 1990 to 1991 and
from 1991 to 1992 prlnwity due to incr..... In th-. ...... u areault of the acquisition of both the
Founders' Stock and WPGH. These expen.. deere.lld from the nine months ended September 30,
1992 to the ntne months ended September 30, 1993 due to reduction of amorttzatfon and repayment of
notes payable and commercial bank financing. M a rwluIt. the Company experienced net losses of
$4.7 million and $5.3 milHon for 1991 and 1992 and ".1 mHllon and $3.0 million for the nine months
ended September 30, 1992 and the nine months ended september 30, 1993.

The pro forma financial data presented for 1980 reftect the combined results of the predecessor
company for the nine mon1tIs ended September 30, 1980 and the Company for the three months ended
December 31, 1990 as If the acquisition of the Founct-.' Stock had occurred on January 1, 1990. On
September 30, 1990, the Company sold Chann" 83, Inc. (WItS) to the Current Stockholders. WPGH
was acquired and WPTT was aotd on August 30, 1991. TheItatMMmt of operatlonl, balance IhMt and
other data presented for periods subsequent to the date of 11'1.. transactions are therefore not com­
parable to preceding periods.

Moreover, the ComP8I"Y anticipates conlummating the PropoIed Acquisitions In 1994 and antlci­
pates that It 'MIl need to Incur approximately $17S million of addIIIonaIlndebteclness In order to finance
the Propoled Acquilttlana. On a pro forma ~, gtvtng .... to lhe Proposed AcquiIItionI and the
Offering, the Company would have had net los... at•.5 mIIIon and $27.4 million for 1992 and the
nine monthI ended September 30, 1993, respectlvety. see "Proposed Acqullltions" and "Pro Forma
Consolidated FinanclaJ Data."

The ComPMY may be required to divest ita bfOIlIaIt IIcINe for WBFF If an .... of the C0m-
pany is granted a~ auri:Hity for a~ puraIMt to a pending IPPICIIIDn at the
FCC. This divestiture may or may not have a m.lr1II IIIIct on the CompIny's abiIty to
service Its debt obllg8tiona. See "Risk Factors - PoaeIbIe DIveItIurI at WBFF."

Although the advertiIinQ "e of cable networtca lncrl••d aIgnHIcantIy in the 1110's, the C0m­
pany bell8Y8s that this tncreue hu had no rnatertIlI ..... elect on Ita raub of operattona. see
"Business - IndUstry Background." Moreover,C~ commtttees have recentlY exM1Ined leg­
islation proposals which may eliminate or severely restrict the advertIaIng of beer and wtne. Although no
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prediction can be made as to whether any or all of the present proposals will bJ enacted into law, the
elimination of all beer and wine advertising would have an adverse effect upon the revenues of the
Company's television stations. See "Business - Licensing and Regulation - Restrictions on Broad­
cast Advertising. ..

Fox has recently announced that it will provide programming on a designated Fox channel over
one major cable network. and that it plans to negotiate similar transactions with other cable companies.
The Company expects that the programming offered by Fox on this channel will be different from the
programming broadcast on the Fox affiliates; nevertheless, such programming may have an impact
upon the viewers of Fox over-the-air programming. The Company cannot predict the impact of the Fox
cable programming or whether the cabfe companie. now carrying WBFF, WPGH and/or WTTE will
carry the proposed Fox cable channel. Howev., the proposed Fox cable channel, if carried by cable
companies now carrying the Company's stattons, could cause a decline in viewership of the Company's
stations which could have a material adverse effect on the Company's operations. See "Business ­
Competition."

Two groups of media companies recently announcect their intentions to establish separate affilia­
tions of independent television stations similar to the Fox network. The Company cannot predict at this
time the impact of the development of such networks upon the broadcast television industry, the Fox
network or the Company's business.

Upon completion of the Offering, based upon recorded baJances as of September 30, 1993, the
Company will incur an extraordinary charge of approximately $10.1 million relating to the earty extin­
guishment of debt.

Set forth below are the principal types of broadcut revenu.. received by the Company's staIIons
for the periods indicated and the percentage contribution of each type to the total gross broadcast
revenues.

v....... 019.1 .. 31, NIne ...... Inded ••, .. IU...... 30,
1110 1.1 1. 1. 1.

(Dol'" In thoueMda)
R!VeNUIS

Local/regional advertising . . . .
National advertiaing . . . . . . . .
Network compenution . . . .
Political advertising. . . . . . .
ProdUCtion .

Operating revenues . . . .

Other revenues ......•....

Advertising revenues .
Less: Agency cOl'l'll'lliaion • . .

Advertising rewnua. net ....
Barter revenues ••.........
BroadcMt~ net •....

520.897
17,146

205
296

~
38.902

~
31••
5,511

33.379
4.0lM

137.473

53.7%122.118
44.1 23.221
0.5 348
0.8 181

-2!~
100.0% 48.317
=

--ll!
48.431
8,731

38••
--!!!!
S41••

47.8%$31.803
50.2 34.817
0.7 348
0.4 m

-.2:! --!!!
100.0% 88.218

~
88••
10.011

58.544
8,.

SI7,341

48.ft. 122.1.
51.0 23,541
0.5 293
1.0 97

-2! ~
100.0% 46.498

~
47.242

--!:!!1
40.441

~
S41.570

47.8% $25.577
50.7 28.747
0.8 192
0.2 47

.....2:! ~
100.0% 52.970

.-J!!
53.553
7,785

48.7.
5.523

S!1.2lt1

48.3%
50.5
0.3
0.1

-.2:!
100.0%=

The CompMy's prtnwy types of programming and their approximate percentageI of 1992 net
broadealt revenues were Fox prime time (15%), children's progIWnmlng (20%) ancI other syndicated
programming (33%).

The ComPlf\Y'I two I8rgeet categories of ad'MtIIIIIg for 1982 ..... childNn'. and automotIw
advertising, accounting for 19.'" and 10."% of the eomp.ny. net brOIIdcut revenuee, reepec:dveIy.
No other advertl.lng c.cegory accounted for more tMn 1CWt of 1M eomp.nys net bI'C*IcUt revenu.
in 1992. No individual advertiser accounted for more than 5% of any individual station'. net broadcut
revenues in 1992.
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20,556 45.1 21,328 41.6 772 3.8
23,478 51.5 17,300 33.7 (6,178) (26.3)

- 10,000 19.5 10,000 (a)-
44,034 96.6· 48,628 94.8 4,594 10.4

1,536 3.4 2,663 5.2 1,127 73.4
9.972 21.9 8,574 16.7 1,398 (14.0)

943 ~ 1.622 ~ 679 72.0

$ (7,493) (16.4)% $ (4,289) (8.4)% $ 3.204 42.8%

Results of Operations

Nine Months Ended September 30, 1992 and 1993

Nine Month. Ended Septem~r 30, Incr.... (D.cr••••)
1"2 1113 1"2 v•. 1993

Percent Perc.nt
of Nit of Nit P.rc.nt

~ Revenues Amount Revenu.. Amount ChIng.
--COOnl" In thou.lnd.-)--

Broadcast revenues. net $45,570 100.0% $51,291 100.0% $ 5,721 12.6%
Operating expenses excluding deprecia-

tion and amortization and special bo-
nuses paid to executiVe officers .

Depreciation and amortization .
Special bonuses paid to executive offic-

ers .
Total operating expenses .
Broadcast operating income .
Interest expense .
Interest and other income " .
Net (loss) income before provision for in-

come taxes and extraordinary item ..

(a) Not meaningful.

Net broadcast revenues increased from $45.6 mlnton for the nine months ended September 30,
1992 to $51.3 million for the nine month. ended September 30, 1993, or 12.6%. This incr.... was due
primarily to the continued success of Fox programmfng with ." IncreaN of net brOadCaIting revenues
of approximately 35% dUring prime time network progrwnmlng. an increase in net broadcasting reve­
nues during the Monday through Friday 6:00 p.m. to 8:00 p.m. "fringe" time period of approximately
20%, the change from survey to metered rating Ht'YicIs In Baftfmore and Pittsburgh and increased
ratings of news programming in Baltimore. The only rating HNIce available In Pittsburgh will be a
survey rating service beginning in 1994 with the dectIkln by Arbitron to discontinue Its national audi­
ence measuring services. Although such a change illlktty to counteract the benefits that resutted from
a metered service in Pittsburgh. the Company does not believe that It will have a material adverse
impact on the results of operations of the Company.

Operating expenH8, exdudlng depreciation Md amorttzIdton and special bon..... increased from
$20.6 million for the nine monthI ended September 30. 1982 to $21.3 mutton for the ntne month, ended
September 30, 1993, or 3.8%. This Incr... waI a rllUlt of Increued commillions paid due to higher
revenue levels and inaeued expenses anoci_d wIIh the IncrM18 In b...- program revenues.
Other operating expenl., such as promotion and rating ....c. fHa, decreued. Aa a percentage of
net broadcast revenues, operating expenses dectlned from 45.1 % to 41.6% due to continued cost
controls.

D~ and amortIZIIton expenIH decreued from 123.5 mtllion for the nine monthI ended
September 30. 1992 to 117.3 mHiton for the ntne monttta endId 8ep11mber 30. 1., or 28.3%. This
decrease was primMly~ to net rNII" value ...,..of IppI'OXimIIeIty $2.5 miflion to
the WPGH programming tnventory during the nine monIhI~ September 30, ' •• the decreaHd
amount of program amortIZatIon on WPGH Pf'OSII"MII'I* of ... rnIIIan end the decrMHd amount of
amortization on certain acquiIitton reIaWd IrQngIblll amortized on an accelerated baIiI.

Broadcut'cperating Income incrUHd from 11.5 million for the ntne mOllthl ended September 30,
1992 to $2.7 million for the nine monthl ended September 30, ,•• The IncreaIe it a result of the
aforementioned incr..... in net broadcast revenu., nthe decrea.1n deprecildlon and amortiza­
tion. A special bonus to executive offtcers of $10.0 mHIIon deereued broadcast oper8ting income for
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the nine months ended September 30, 1993. Broadcast operating income for the nine months ended
September 30, 1993, excluding these bonuses, was $12.7 million, a 724.4% increase over the compa­
rable period for 1992.

Interest expense decreased from $10.0 million for the nine months ended September 30, 1992 to
$8.6 million tor the nine months ended September 30, 1993. or 14.0%. This decrease was due to lower
interest rates and reductions in principal balances of indebtedness resulting from quarterly installment
payments on the Term Loan.

Interest and other income increased from SO.9 million for the nine months ended September 30,
1992 to $1.6 ·million for the nine months ended September 30, 1993, or 72.0%, primarily due to pro­
ceeds in excess of carrying value of related life insurance policies. This non-taxable gain was received
in May 1993 and has been recorded as other income.

Net loss betore provision for income taxes decreased from $7.5 million for the nine months ended
September 30, 1992 to $4.3 million for the nine months ended september 30, 1993, or 42.8%. How­
ever, during the nine months ended September 30,1993, th. Company generated a net income before
provision for income taxes. excluding the special bonuses paid to executive officers, of $5.7 million.

Net loss decreased from S6.6 million for the nine months ended September 30, 1992 to $3.0
million for the nine months ended September 30, or 54.5%, primarily due to the aforementioned in­
creases in net broadcast revenues and decreases in depreciation and amortization, and was partially
offset by the special bonuses paid to executive officers. excluding these bonuses, the Company would
have had net income of S5.0 million.

Years Ended December 31, 1991 and 1992

Broadcast revenues, net .
Operating expenses before depreciation

and amorttzation .
Depreciation and amortization .
Total operating expenses .
Broadcast operating income .
Interest expense " .
Interest and other income .
Net (loss) income before provision for

income tax.s .

v........ D........ 3', IncNIIe~•••)
111' 1t12 1.' .,........ ........

of NIt of NIt Percent
!!!!!!!! "'"'*- !!!!!!!! .....-!!!!!!!!!! ~

(DolIn In ....,..
$45,358 100.0% $67,349 100.0% $21,99' 48.5%

25,187 55.5 31,117 46.2 5,930 23.5
18,078 39.9 30,920 45.9 12,842 71.0

43,265 95.4 62,037 92.1 18,772 43.4
2,093 4.6 5,312 7.9 3,219 153.8
8.89S 19.6 12,997 19.3 4,102 46..1

562 ~ 1,207 --!:! 645 114.8

$ (6,240) (13.8)" S(6,478) (9.6)" S (238) 3.8%

Net brc.dcMt revenuee increued from 545.4 miWon tor 1991 to $87.3 million for 1992, or 48.5".
Net bro8dcalt revenuee In 1991 were negatively impacted by the Gulf War and the poor economic
environment during 1.'. The lner.... was primarily due to the Inclusion of a fIJI year of WPGH net
advertising 1'8Veft....~ to tour months of net IdvertfIing ,.,.,... In 1991. Furth.. Incr....
in revenues were attributed to aJull year of news progrwmUng on WBFF and ~lI'IIlmprovementin
the Company's adYertiIing revenues due to its incr.... IUdIence .... In CoIumbul Met Pl8lburgh.
Overall grou IdvertfIing revenues In the Company's"'" nwtcell grew 9.5" from 1981 to 1982 while
the Company's grOll advertising revenues grew 47.5%, reflecting a signlflclnt Incruae In the
Company's market shwe of advertising revenues.

Op.ratlng expense. b8fore d.predation and amor1tzatIon IncreaMd from $25.2 million for 1991 to
$31.1 million for 1992, or 23.5". This Incre.se is primarily attributable to the COItI resulting from the
acquisition of WPGH on August 30, 1991. The acquisition resutted in an increase in the amount of first-
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run syndicated programming under contract. This increased programming resulted in a 15.7% increase
in selling, general and administrative expenses due to higher levels of commissions paid to sales
people and a 56.0% increase in barter expenses.

Depreciation and amortization increased from $18.1 million for 1991 to $30.9 million for 1992. or
71.0%. Amortization of program contract costs and net realizable value adjustments were $9.7 million
and $16.3 million for 1991 and 1992, respectively. The increase in depreciation and amortization was
primarily due to the acquisition of the WPGH assets and increases related to the equipment acquired
for news programming to be aired on WBFF. Due to programming commitments entered into in 1992, it
was determined that net realizable value adjustments were required for certain program contracts
acquired in connection with the WPGH acquisition. Approximately $3.0 million of charges related to
these contracts were included in amortization of program contract costs and net realizable value ad­
justments during 1992.

Broadcast operating income increased from $2.1 million for 1991 to $5.3 million for 1992, or
153.8%, due primarily to the inclusion of WPGH for 12 months of operation in 1992 as compared with
four months in 1991.

Interest expense increased from $8.9 million for 1991 to $13.0 million for 1992, or 46.1 %, primarily
as a result of the higher level of debt incurred by the Company to acquire WPGH In August 1991.

Net loss before provision for income taxes increased from $6.2 million in 1991 to $6.5 million in
1992, or 3.8%.

(b)

3,563 16.5
10,899 151.8

14,462 50.2
(6,577) (75.9)
3,134 54.4

_-.:8:;=8 18.6

55.5
39.9
95.4

4.6
19.6

---.il

25,187
18,078

43,265

2,093
8,895

562

57.7
19.2
76.9

23.1
15.4

~

9.0" $ (8,240) (13.8)%$(9,623)
= -

21,624
7,179

28,803

8,670
5,761

474

Years Ended December 31, 1990 (Pro Forma) and 1991

_~JY~""!.!"'!!!!!!.QO!!..!!.!!!....!!!r.!3!&1!__ '!!C!'!!I! (D!p.".)
1110 Cal 1.1 1110 va. 1.1..............

of Net of Net Ptretnt
~ ...,.,.....~ "even_ !!!!!!!!! Chant!

(DolINIn~)

100.0% $45,358 100.0% S 7,885 21.0%Broadcast revenues. net $37,473
Operating expenses before depreciation and

amortization . . . . . . . . . . . . . . . . . . .
Depreciation and amortization .
Total operating expenses .
Broadcast operating income .
Interest expense .
Interest and Other income .
Net (loss) income before provision for income

taxes $ 3,313

(a) The 1990 amounts are preMnted on a pro forma balis to give effect for the acquisition by the
ComPMY of the Founders' Stock as if such transaction had occurred on January 1, 1990. The
resulting adjustments provtde for additional amortization of acquired Intangible broadcasting assets
and Interest expense.

(b) Not meaningful.

Net broadcast revenu. increased from $37.5 mtllon for 1980 to $45.4 mtIUon for 1991, or 21.0%.
This increase WU due primarily to the purchue at WPOH In AuguIt 1911. ExcIudtng 1M acquiSition of
WPGH, the Company'. reYenue growlh was~ aIectId by the reduction In nlltlonal ."d local
advertising ~U81 due to the economic recellion Met the Gulf War.

Operating expenaes before depreciation Met 8IftOItZIIbt incrUIed from $21.8 million tor 1990 to
$25.2 million for 1991, or 18.5%. The rn8in componentI of the increMe In expenMI were the related
expenses of the newly acquired WPGH, the atIlrt-up coati of • news department at WBFF and the cost
of the move into a new building and studio in Baltimore.
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Depreciation and amortization expenses increased from $7.2 million on a pro forma basis for 1990
to $18.1 million for 1991, or 151.8%. This increase is attributable primarily to increased program pur·
chases and acquired intangible asset amortization expenses associated with the acquisition of WPGH,
and the increased asset base avaiiable for depreciation as a result of WBFF's new news facilities.

Broadcast operating income decreased from S8.7 million on a pro forma basis for 1990 to $2.1
million for 1991, or 75.9%, due to the aforementioned increases in operating, amortization and depre­
ciation expenses.

Interest expense increased from $5.8 million on a pro forma basis for 1990 to $8.9 million for 1991,
or 54.4%, primarily as a result of the higher level of debt incurred by the Company to acquire WPGH.

Income before provision for income taxes was $3.4 million on a pro forma basis in 1990 as com­
pared to a net loss before provision for income taxes of $6.2 million for 1991. This change was attrib­
utable primarily to increased amortization expense due to the WPGH acquisition.

Uquldlty and Capital A.sources

The capital structure of the Company consists of the Companys outstanding long-term debt and
stockholders' deficit. The stockholders' deficit consiltl of common stock, additional paid-In capital and
accumulated deficit. The Company's balance of cash and cash equivalents was $2.4 million at Septem-
ber30, 1993. .

The Company's primary source of liqUidity is C88h provided by operations. Cash from operations
increased from 52.3 million for the nine months ended 8eptember 30, 1992 to $10.5 million for the nine
months ended S.ptember 30, 1993, an increase of •.2 million. this incre... is due primarity to a
reduction in net loss of $3.1 million and an accrued payment to a former offtcer at the Comp8ny made
in the nine months ended September 30, 1992, which was not made in the nine months ended Sep­
tember 30, 1993. this Increase was offset by capitII expenditures of $255,000, net debt repayments of
$849,000 and payments on program contracts of $8.4 million. In addition, the Company received
$553,000 in net repayments of loans to offtcers and affitlates and $1.1 million from proceeds from life
insurance policies. As a result, cash increased by $605,000 for the nine months ended september 30,
1993.

Cash from operations increased from a use of $2.3 million for 1991 to a source of $5.2 million for
1992, an Incr.... of $7.5 million. This increase wu offset by capital expenditures of $428,000, net
loans to oMears and affiliates of $625.000, net debt repayments of $3.7 million and payments on
program contraetl of $10.4 million. As a result, cuh increased by ~,OOO for 1992.

Cash from operations decreased from a source of 13.9 million for 1990 to a un of $2.3 million for
1991, a deer.... of $8.2 milHon. Capital expendtlures were $1.7 million for 1991, net loans to offtcers
and aMllates were $853,000 and payments on program contracts were $4.7 minion. The acquisltlon of
WPGH r.sulted In C8Ih purchase price payments of •.0 mtItion, net borroWtngs of $45.5 million and
issuance of warrants for $11.6 million. As a result, cash decreased by $2.4 million for 1991.

The Company hal the rights to air numerous syndicated progrwnl. S.. "8uIInesI - Program­
ming." As of 5ept8mber 30, 1993, the Company had comrnitmlntl tot8Hlng $18.7 million to acquire
future pragrwn rights through 1998. The Company~ ltIat It will incur contract program ex­
penses of approximately $9.0 million in each of 1993 and 1994.

•Since January 1, 1991, the Company has inveIted~ $2.4 mllflon of capIaI expendi-
tures in its television stations. The Company anticipates that ItI capital expenditures for ellCh of 1993
and 1994 will be approximately $500,000.

The net prOceectl of the Offering will be used to repay In tuB the Term u.n. The Company Is a
party to an interest rate swap agreement with respect to $34.0 million through AprIl 1994 which has
fiXed a portion of the Company's floating rate debt at lhe I"... rate of 10.61" per annum. In con­
neetton with the Offering, the Company will terminate the swap agreement.
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The Company believes that the consummation of the Offering will increase its financial flexibility. At
September 30, 1993 after giving pro forma effect to the Offering, the total amount of indebtedness of
the Company and its Subsidiaries, excluding the Notes, would have been approximately $31.3 million.
The Company anticipates borrowing approximately $175 million of indebtedness in connection with the
Proposed Acquisitions. See "Proposed Acquisitions."

The Company has a $15.0 million RevoMng Credit Facility and, as of November 8, 1993. had
S8.75 million available under the Revolving Credit Facility as a result of an outstanding letter of credit of
$6.25 million. The letter of credit was incurred in connection with the Proposed Acquisitions. The Re­
volving Credit Facility bears interest of USOR plus 2'14 percentage points.

The Company anticipates that funds from operations and from Its Revolving Credit Facility will be
sufficient to meet its working capital, capital expenditures and debt service requirements for the fore­
seeable future. However, to the extent such funds ..e not sutrlcient, the Company may need to incur
additional indebtedness or refinance existtng Indebtldneu. The Company's Revolving Credit Facility,
the Indenture and the instruments governing indebtedness incurred in connection with the Proposed
Acquisitions will restrict such incurrence.

Income Tax..

The benefit fer income taxes for the nine months ended Stptember 30, 1993 was 1.9% of net loss
before provision for income taxes. This amount wu I.. than statutory rates primarily due to not
recording the full tax benefit of 108ses incurrecl due to uncertainties of realization of these tax benefits
under SFAS 109 and non-deductlble gooctwtll amottlzatlon recorded during the period. The beneftt for
income taxes for the nine months ended september 30, 1992 wu 18.7'% of the net loss before beneftt
for income taxes primarily due to non-deductible goodwill amortization and state income tax. paid
during the period. The benefit for income taxa for 1992 was 18.4% of the net lou before bend for
income taxes and was due to the non-dedUdlbilty of goodwfll expenses and other miscellaneous
deductions such as travel and entertainment. The beneftt for income taxes for 1991 was 25.3% of the
net loss before benefit for income taxes primarily due to non-deductible goodwill amortization.

Senanallty

The Company's results are subject to HUOMi fluctuations which result in higher fourth quarter
broadcast operating income as compared wttt1 the first, MCOnd 8f1CI third quarters. this seuonaIlty is
primarily attributable to increased expenditures by advertisers in anticipation of holiday season spend­
ing and an increase in viewership during this period.

Cert8ln Accounting M-...

Pursuant to the stock ramptlon effected In 1NO. 1M Company iIIued the $14.2 mitfton Founders'
Notes. The stock redernpdon wu accounted for ..... the "pueh-down" method of accounting, as
SUbstantially all of the common stock of the Compeny bIIc:8me owned by a management control group.

The purchase price wu 8IIocat8dbued upon the '* waue of the 8IHtI 8f1CIliabIItIeI of the
Company as of the ct-. of the redemption lind~ In addIIIonaI recorded acqutred intIIngIble
broadcasting .... of $13.8 rNIion. As a reIUIt of thIe, the rMUIII of operations of the ComPI"Y prior
to the redemption are not comparable to resub for pertodIlUbHquent thereto. FlMI1CI8Ilnformation
for periods prior to 8eptember 30, 1990 is preMntId _ "predecellCw" ftnancial Information.

The Fln8nCIalAccaunting Stand8rdl Bowd h8I ... S'AS No. 108. "Employerl' Accounting for
Post Retirement Benefttl Other Th." Pensions" and S'AS No. 112. "Employerl' AccounIIng for Post
Employment Seneflts.II The Company does not oIIr fJIfY ben... of the type COVMId by these stan­
dards. Therefore, the adoption of these stBndMfl wilt not have a material etr.ct on the ComPMY's
results of operations or financial condition.

Inft8tton

Inflation in recent YM'I hal not had al91Hlcant impIIct on the CompIny'I operattona. and It I. not
expected to materially adVersely affect the Company In the future, unless It Inere... subltantlally and
the Company suffers from a negative impact on the economy In general.

38



BUSINESS

Industry Background

Commercial tetevision broadcasting began in the United States on a regular basis in the 19405
over a portion of the broadcast spectrum commonly known as the "VHF Band" (very-high frequency
broadcast channels numbered two through 13). Television channels were later assigned by the FCC
under an additional broadcast spectrum commonly known as the "UHF Band" (ultra-high frequency
broadcast channels numbered 14 through 83). Currently there are a limited number of channels avail­
able for broadcasting in anyone geographic area, and the license to operate a broadcast station is
granted by the FCC.

Although UHF stations and VHF stations compete in the same market, UHF stations have histori­
cally suffered a competitive disadvantage, in part because: (I) receivers of many households were
originally designated only tor VHF reception; (II) UHF signals were more affected by terrain and other
obstructions than VHF signals; and (iii) VHF stations were able to provide higher quality signals to·a
wider area. This historic disadvantage of UHF stations hu gradually declined through: (i) carriage on
cable systems; (ii) improvement in television receivers; (iii) improvement in television transmitters; and
(iv) wider use of all channel antennae.

AU television stations throughout the United Statts are grouped Into approximately 210 generally
recognized media markets which are ranked in size .ccording to vartoua formulae based upon actual or
potential audience. Each market is determined u an exclusive geographic area consiatlng of all coun­
ties in which the home-market commercial stations receive the greatest percentage of total viewing
hours.

A majority of commercial television stations In the United States are affiliated with one of the three
major television networks (the American Broadcuting Companiel, Inc. ("ABC"), the National Broad­
casting Company, Incorporated ("NBC") and C8S, Inc. ("CBS'''. Each of th... networks provides the
majority of their afftllates' programming each day without chll'glln exchange tor a substantial majority
of the available advef1i8ing time in the ProgrM11 supplied. Each network _18 this advertising time and
retains the revenue. The affiliate retains the revenue from time IOId during breaks in and between
network programs and in programming the affiliate produces or purchues from non-network sources.

In contrast to a major network-affiliated station, In Independent station supplies over-th.air pro­
gramming through the acquilitton of rightS to broadcuted programs through syndIcIItIon. This syndi­
cated programming Isg~ acquired by the Independent ItatIonI tor cash. Independent stations
Which acquire a progrM1 through syndication art UIUaIIy given exclulivt rights to show the program in
the station's market for ...,.,. a period of yearI or a number of epiIodeI agreed upon betWeen the
independent station Met ttle syndicator of the pragrMwnfug. Types of syndicated programs aired on the
independent stations Include feature films, popue. ..... previously shown on network television, and
series produced tor dl:rect dllCribution to teleYflfon stations.

Fox hu estIblilhed an IIfftIIatIon of Independent 1tIIItonl, comrnonfy known u the ''fourth network,"
which operates on a limffar to the three IT1IIjor networks. However, the houri of programming
supplied by Fox to ita are signlflc8ntly I.. than that of the thr.. major networks and, u a
result, Fox ....... ,...., • signfftcantly higher portion of the avllilllble inventory of ma.dcUt time for
their own UN than rNIjor network afflUatll. Fox currentty hM 148 afIIfated stations broadcUtIng to·
92% of United States teIeviIion househofds and in 97 of the top 100 media markttaln the country.

Two groupi of media campanili recently announced their Intentions to 8ItabIi8h seperate affilia­
tions of independent ttIeYiIIian stitIona ..,,1. to the Fox network. The Company cannot predict at this
time the impact of thed~ of such netweIt'kI upon the bro8dcaIt teleYlllon IndUstry, the Fox
network or the Company" business.

Televiaton 'Stations prIrnMIy derive th.... revenutI tram 1he sale of~, regional and locaf
advertising. All network-afftIlatect stations, including thott IIftIIiated with Fox. are required to carry spot
advertising sold by their networks and Inserted into that network's pragratrlming broedcut by the sta­
tions. This substantially reduces the amount of spot advertising tor sale directly by the network-atftUated
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stations. Network affiliates are generally compensated for the broadcast of network advertising accord­
ing to a formula which apportions the compensation received for the advertising between the network
and its affiliates. Stations directly sell all of the remaining spot advertising to be inserted in network
programming and all of the spot advertising in non-n.twork programming, retaining all of the revenues
received from these sales of advertising, less commissions. Through barter and cash-plus-barter ar­
rangements, however, a national syndicated program distributor typically retains up to 50% of the
available advertising time for programming it supplies, in exchange for no or reduced fees to the station
for such programming.

Advertisers wishing to reach a national audience usually purchas. time directly from the major
networks or the Fox network or advertise nationwide on an act hoc buls. National advertisers who wish
to reach a particular region or local audience buy IdVertIIIng time dlrectty from local stations through
national advertising sal.. representative firm•. AdctIIton8IJy. JocaJ bu.'nesses purchase advertising time
directly from the stations' local sales staff. AcJvertlsing rates are. based upon the size of the market in
which the station operates, a program's popularity among the viewers that an advertiser wishes to
attract, the number of advertisers competing for the available time. demographic composition of the
market served by the stIItion. the availability of alternatlv. 8dvertIling media in the market area. ag­
gressive and knowtedgellbte sales forces and devetopment of projects, featurn and marketing pro­
grams that tl. adv.r1IHr m....g.s to programming. Becau. broadcast televtaiOn statio"' rely on
advertising rev.nues, dec:tines in adv.rtlsing budgetl. pMiculWly in recellionary periOCII. wtll adv.rs"y
affect the broadcast business. Conversely, inereaMI In adverUIfng budgets targeting spedftc demo­
graphic groups, based upon the superior coverage of broadc:ut television stations or the dominant
competltlv. position of a particular statton, may contribut. to an increase in the revenue and o~ng
cash flow of a particular broadcast televillon station.

Arbitron Co. (..Arbitron") and A. C. Nletaen Co. (..N.....,,") are two national audience IMMUring
servic.s which periodically publish data on estlmllld audJenc. for television stations in various te1e­
vision markets throUghout the country. Th••stlm...... expressed In terms of the percentage of the
total pot.ntialaudience in the media market viewinG altldon, referred to as theltation's "rating," and
of the perc.ntage of the audi.nce actually watching the televilion station. referred to as the station's
"share." Th. two rating services provide such dIIIta on the balis of total tetevislon households and of
selected demographic groupings in the media marketI being rneuured. Th. speciftc geographic m.dia
markets are called .... of dominant influence (each. an "ADI") by Arbttron and designated market
areas (each. a "DMA") by Nlellen. The geographic ... covered by an ADI corresponds roughty to the
geograpic area covered by the corresponding DMA. e.:tl rating ..-vIce UH8 one of two methodl of
m.asuring the station', IICtUaI viewership. In I_ger geogrIphIc rrwtc.... ratings are determined by a
combination of meters connected direetfy to ..did tIiIeYtIfon .... and periodic surveys of televilion
viewing. while In smaller mark. only periodic~ .. completed. Of the Company's markets.
Baltimore is a NleIIer1 Met Arbitron metered rnarIcet Ind CoIumbua Is a Nlelaen and Arbitron survey
market. Pittsburgh Is an ArbItron metered mnet and a NIefMn survey market. All ArbItron and NIeIIen
information contained h....n repres.nts ••tlmat.. of such data by Arbitron and Nlefsen. respectivety.
Arbitron has recentty announced that it int.nds to discontinue ttl naaonal audience meaurtng servlces.

•
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The following schedule indicates the household ratings/shares of the four broadcast television
networks during the periods indicated:

HOUI.hold Ratingl/Shar.I(1)

BrOlldc..t Stllaon

1987·1988 .
1988-1989 .
1989-1990 .
1990-1991 .
1991-1992 '" .
1992-1993(2) ..

Fox
3.8/7

5.5/10
6.3/11
6.3/11
7.5/13
7.7/12

A8C
11.9/21
11.7/20
11.7/21
11.2120
11.0/19
12.5/20

NBC
14.4/25
14.3/25
12.9/22
11.5/20
11.6/20
10.9/18

C8S
1~.1/21
11.5/20
11.0/19
11.2120
12.2121
13.6/22

(1) Based on Nielsen Television Index data from September to September.

(2) 1992-1993 ratings are September 21, 1992 through February 24, 1993.

As the schedule indicates, the Fox network's ratings have Increued from 3.8 during the 1987­
1988 broadcast season to 7.7 during the 1992-1993 broadcast season while the net share increased
from seven to 12 points.

Broadcast television stations compete for acNertIling revenue. primarily with other broadcast tel.
vision stations, and to a leaer extent. with racno ItationI and cabI••ystem operators HMng the same
market. Major network programming and Fox programming generally achieve higher audilnce levels
than syndicated programs aired by independent station•. However, since greater amounts of advertis­
ing time are available for sate In syndicated programs by Independent stations and Fox afIHIat.., they
typically achieve a share of the television market advertising revenues greater than their share of the
markers audience.

Broadcast tetevtaion stations compete wIttI other teIevIeton statiOns In their markets for the acqui­
sition of programming. GtnerIIIy, cable syltema do not compete with local stations for programming,
but various national cable networks do from time to time acquire programming that could have been
offered to local television stations. Public broMIeaIdng station. gwIera1ly comPete with commercial
broadcasters for viewers but not for advertIIIng r:ic*rI. HIatDrIcaIIy, the COlt of progrwnmtng had in­
creased because of an Incr... in the number of new Independent stations and a shortagt of quality
programming. Howwer, aver the put five y.., program prk:eI have stIbIIiZId and, in some in­
stances, have declined. a result of recent inCI'MIII In the supply of programming and the failure of
some independent statIonl.

Cable television penllbillla.1 in the BaIIrnare, PtIIburgh Ind Cotumbul mark. II 58%. 75% and
62%, res~, .-coauing to the July 1_AnIIron TettM8lan MMeIt Repcrt. CabIe-ot1gtnIIt pr0.­
gramming hu emerged _ • competitor for viewerI of brOIldcaIt teIeviIIon progrwnmtng, although no
single cab'e progrwnmtng MlWork regutMy ...... -..cfIInce r.vtII amounting to mart than a small
fraction of any broacaIt Mtwork. In the 1910'1, the adverd8lng share of cable MtworkI Incrused
slgnlftcantty. Notwtth8tanding IUCh IncreaMI In cable vtewerlhlp and actvertIaIng. over-the-air brOad­
casting remains the dominant dIatrIbutIon system for man market television advwtIItng•

•

41



•

The Company'. Tetevtlion St8tlons

The following table sets forth general information for each of the Company's stations as of May
1993.

Merteet
~ !!!!

WBFF '" Battimore
WPGH Pittsburgh
WTTE Columbus

=-Ch8MIU =- TM¥!......
F!!gU!!!CY Pop..''''" HouMhoId
45/UHF 2,600,000 973,000
53/UHF 2,822,500 1,138,000
28/UHF 1,814,000 697,000

Totl.
Commerclll St8tIon

Market StItIoM Audience Alnk In
!!!!!!! In Ma",et (II Shirt (bl Mmet (el

22 5 9 4
17 5 9 4
34 4 8 4

(a) Total number of commercial broadcast television stattons in the media market delivering at least
1% of the 6:00 a.m. to 2:00 a.m., Sunday to saturday audience.

(b) Based on the average of the Arbltron rating share for 8:00 a.m. to 2:00 a.m., Sunday to Saturday
for May 1993.

(c) Station's rank in the market based on Its share of total v1ewtng on broadcast television stations In
the market. 6:00 a.m. to 2:00 a.m., Sunday to Saturday.

WBFF: Baltimore, Maryland

WBFF operates in the 22nd largest rnedta mark. In the country, with over 970,000 tetevtlion
households and a populallon of approxlmldely 2.1 ,.,.". The average houIehokl etr.cItve buying
income in the BaltImore metropolitan area WM 141,_ • of July 1883. Becau.. of Ita *;e and
diverse population, as well as Its proximity to WMhinglDn, O.C., the ...Inth rMkld media nwtcet In
the country, Baltimore is attractive to advertiIerI. It II home to a large number of state lind federal
employees, and has significant concentrations of bull.,... In the Iducatlon, health care and defense
industries.

In June 1991, WBFF Instituted local news programrn6ng In the BaltImore market. ThJI local news
programming, "Th. News at Ten," airs daily at 10:00 p.m., seven days a week, wlth news updates
during regular programming hours. The program premiINd In the July 1.1 NieIIen ratingI wlth a five
household share and has since grown to a nine houIehoId .... as of July 1993. Curing Ita first two
years of operation, WlFF has been awarded 13 Emmy awMII. 11 AlIOCiated Prea awwda, two
Maryland Bar Alaocidxt awarda, on. NatIonal ... AleOCiIIIIon award, and nW1*OUI other awards
from the Society of~••ional Joum'" and the~ York F....., as wei as numerous technical
awards. WBFF ac:IIvety produces documentartel tor pttrne time, tocuIIng on such tuu. 88 the d.
structlon of the BraziIIm1 ....., fcrats, thej~ juIIIee~, the ChelIIPI" Bay and heIIh CIn
reform. The Introduetlan of "ewa programming in the IIIIIIimoN .. has incrMIecI WlFFs strong
presence in the communtty by highlighting local conctmI and fMIurIng InveItIgatIw repor1Ing amed at
examining local iau•• In IIddIIIon, it provides 8CCIII to .......... SOUl'CII~ specIfIcaIy to
local news. Further. the hOur-tong 10:00 p.m. local news progIWn aIawI WBFF to present news prior to
and In grealllr depth tIW1 the half-hour 11:00 p.m. toeaI news aired on the major network afIIIiates.

The ••Igthl of the Fox network are w.llsultecl to W8FFI programming strategy. The Company
believes the italian'. 8:00 p.m. to 8:00 p.m. line-up ~ ..Star Trek: The Next GeIwatIon,"
"Married •.. WIth Children" and ..Ch....." helps Inert•• the prime time Fox viewing audience In the
key demographic group of acIubeagel18-<48. Th. imprCMM:I ...... of the Fox progrwnmIng. f)IItIcu­
'any in the 9:00 p.m. to 10:00 p.m. time slot, hu helped delver a -ae audleflC8 to "The NIWI at Ten."

As a locally owned statton, WBFF prtcIes tIHIf on '" tnvot...-n·1n the community. WlFF has
annually aired the ArItwItIe Telethon and the e... IeIiIe T".IIon. AI adcItIanaI communfty 1n'«We­
mint. WBFF~ airs a segment entJIIed"~I Molt Wanted," which II pre••nted in
coordination With the BaIImore City PoliceO~ and the MaryIInd St8te Police. and h. resulted
in arrests locally. Additionally, WBFF offers Its "ChM1Pions of Courag.,'· which promotes an essay
contest for public schools in the inner city of Baltimore.
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W8FF is also the leading station in children's programming in 8altimore. W8FF has pioneered the
concept of a "Kids Club" which the Company believes Is directly responsible for generating additional
ratings and promotional opportunities for the station. The station currently has over 100,000 members
as part of its Kids Club. Members receive their own peraonaliZed card with an identification number, as
well as a magazine that is mailed directly to them on a monthly basis. Throughout the year, W8FF
holds Kids Club events that not only generate revenue (for example, the 1993 Halloween Fun Fest
drew over 47,000 children and adults and generated an additional $925,000 in advertising revenue),
but also enhance the station's image. W8FF also produces "Take-One," a show aimed at informing,
educating and entertaining children ages two to 15. The half-hour show debuted in September 1993.

The Company may be required to divest the broadcast license for WBFF if an affiliate is granted a
broadcast license in the same market pursuant to a pending FCC application. See "Risk Factors ­
Possible Divestiture of WBFF."

WPGH: Pittsburgh, Pennsylvanis

WPGH operates In the 17th largest media market In the country, with over 1.1 million television
households and a populMton of approximately 2.9 mINIon. The average effective household bUying
income was $35,839 in July 1993. The PIttsburgh economy, once dependent on heavy m.,ufacturing,
has shifted toward a diverse high technology baH. OvwaIt, 85% of Pittsburgh's work force is employed
in non-manufacturing industries. Pittsburgh is known as one of the leading medical centers In the
country. Pittsburgh is home to many Fortun. 500 corporatlons, including USX Corporation,
Westinghouse Electric Corporation, Aluminum Company of America (Alcoa), PPG Industries, Inc. and
H.J. Heinz Company.

On the strength of Its Fox programming, WPGH out performs many of the network shoWs during
prime time in the 18-49 demographic, including all "'rM network afIIIlates on Wednesdays 8:00 p.m. to
9:00 p.m. with "Beverty HHis 90210," Saturdays 8:00 p.m. to 10:00 p.m. with "Cops" and "Code 3" and
Sundays 9:00 p.m. to 9:30 p.m. with "Married ... WIth ChIldren."

WPGH is actively involved In areas of community int.rnt. WPGH has annually aired the Arthritis
Telethon and participates in promoting fundl'lillng efb1I for the SIOS Foundation. WPGH also spon­
sored the 1993 Pittsburgh Arts Festival. WPGH ptI'1IOnnef also appear at public school functions aimed
at promoting edueatlonal and health goals. Molt recently, WPGH sponsored a local community effort
by students to pick up trash In the Pittsburgh area In a program caHed "Stash the Trash."

WPGH is the IHding children's programmer in the PIttsburgh market. The station', Fox 53 KIds
ClUb currently has approximately 125,000 me~. M part of its KJds Club, WPGH producee IocaJ
inserts, entitled "Club AJ,A," in Its morning block of chHdNn's progrwnmlng. The statton ailO sponIOI'I
Kids Club promotional 8V8I'ItI and on location shoolil, and clstrlbutee "KC's Clubhouse Magazine" to Its
Kids Club members. The magazine is sponsored by advertIMrIlooking to market to famiIIeI and il an
added source of revenue for the station.

Within the next two y....., the station~ producing a local news prog""'" to air at
10:00 p.m. WPGH expects to lease new tower ..... and expancl studio facilities, both of which will
facilitate the Introdudion of local news production. The ComptIny believes the local newe focus In
Pittsburgh, as in BeIttmor., will be an important link to the local community and will provide a<:cess to
addltlorial viewership and advertising sources.

WTTE: Columbus, Ohio

WTTE operatelin the 34th./argelt medta ",.,. In the country, with over _.000~
households and a populllon of approxIm".1y 1.' "..,. The~ .. had ., ....
household etrec:tive buying Income of $37,424 In Jtif 1•• CoIumbuIIt Ohio's ... etpItIIlnd home
to such Fortune.500 c:ompMIeIu NaUonwIde MUIUII .......ComptIny. WlndYs ".,...."." 'nc.,
The Umlted, Inc. and BMCOne Corporation. The~ "*'-tit~ by a~ young
population, inciudlng 80,000 students at Ohio S_ UnMrsIty. CoIumbua hu a dlYerllfled economy,
supported by industri81 such as 'education, telecommuniCations, Insurance and retailing. and hu re­
cently opened the Greater Columbus Convention Center.
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As the sole commercial independent in the Columbus market, WTIE enjoys a wide range of
programming possibilities which are available at attractive prices. Because competition is limited to the
major network affiliates, the station is better able to utilize counter-programming to its competitive
advantage.

WTTE's Kids Club membership has approximately 125,000 members, representing 38% of the
children in the market. Club promotions include the Kids Club Newsletter, the Kids Club Birthday Card
and a "KJds Expo" which features free entertainment and activities for 20,000 children and parents.

As part of Its community involvement efforts, WTTE hal annually aired the Arthritis Telethon in the
Central Ohio region. WTTE also participates in numerous community and fundraising aetMtles, Includ·
ing support for the United Way and many of its member organizations. WTIE's sponsorship often
includes both free publicity for worthy causea and livelPpeanII1ces by local television personalltJes for
area children's events. For two consecutive years, the Ohio Environmental Education Fund has awarded
WTTE an environmental education grant which WTTE use. to fund programs promoting environmental
awareness among children.

•
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Television Market Historical Operating Data

The following schedule indicates certain historical data with respect to each television market in
which the Company operates:

V.. Ended December 31,1. 11n 1!!! !!!! 1I1Z(I)
(Doll.... In thouMnell)

Baltimore
Market revenue (b).... , , , , . , .. , .. , . $ 155,015 $ 150,573 $ 153,056 $ 142,536 $ 149,558
Market revenue growth over prior

period .. , ',' , , ....... , .. " ...... 9.81% (2.87)% 1.65% (6.87)% 4.93%
Market rank (e)......... , , , . , ...... 22 22 22 22 22
Television home. (e) ..... , , . , ...... 911,000 931,000 939,000 957,000 966,000
WBFF audience share (d) .......... 5.6 8.0 8.3 7.0 6.0

Pittsburgh
$ $ 142.376Market revenue (b)................. $ 131,340 $ 132,426 $ 137,983 130,010

Market revenul growth over prior
1.14% (5.78)% 9.51%period ........................ a.83% 4.20%

Mark. rink (I) ................... 18 17 17 17 17
Television homes (I) .............. 1,188,800 1,1••000 1,157,000 1,140,000 1,138,000
WPGH audience share (f) .......... 7.0 6.0 6.7 8.3 10,0

Columbus
Mark. revenue (b)•................ $ 102.779 $ 101,575 S 101,685 $ 98,581 S 112,218
Mark. revenue growth over prior

13.97% (1.17)% 16.19%period .•.•.....•............... .11% 5.2'"
Mark. rank (e)................ , ... 33 34 34 34 34
Television homes (e) •.•............ 650,000 1587.000 872,000 688,000 678.000
WTTE aiJdlence share (1) ........... 7.0 6.3 7.3 9.0 8.3

(a) Historical data for the six months ended June 30, 1992 and June 30, 1993.

Baltimore ..
Pittsburgh ..
Columbus .

....- ..1. 1.
$73,671 $73,908

68,429 69,000
51,670 57,625

......
A......
!!!!!!!

'0.3%
3.9%

11.5%

(b) The Company's estimates of total commerdl' brOIIdcMt hHvtIion revenues, excluding network
compensation, In the media market are derived from figures complied by an independent account­
ing firm baNd on d_ provided to the firm by each cornmercIm broadeutte~ station In the
market.

(c) Based on the NieIMn StIllIon Index for November of each of theIe y......

(d) Stations' audience ... Is based on the av.,. of the NieIIIn share, for 1:00 a.m. to 1:00 a.m.
for three rating periods: the prior year's November book and the February and May books for the
year.

(e) Based on the ArbIIron TeteYtsion Mar1<et Report for November of each of theIe years.

(f) Station'. audtence ....bIHd on the averII08 of the ArbItIon th.. for Iignon to signoff for three
rating periods: the prior years November book and the February and May bookI for the apptk:abIe
year. ~
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Operating Strategy

The Company's operating strategy is: (i) to increase viewership and advertising revenues through
the acquisition of quality programming, the use of counter-programming and children's programming,
the introduction and development of hour-long local news at 10:00 p.m., and extensive community
involvement by its stations; (ii) to aggressively control operating and programming costs; and (iii) to
acquire additional broadcasting properties which ofter attractive growth opportunities.

Increasing Viewership and Adverosing Revenues

The Company believes that an important factor in increasing the viewership of its stations is their
affiliations with Fox. These affiliations enable the Company to capture additional viewers by virtue of the
quality first-run original programming provldecl by the Fox network and Fox's promotion of such pro­
gramming. The Company also seeks to obtain qullHty syndicated programming at attractIVe prices.
Examples of quality syndicated programming obtIined by the Company for future broadcast are
"Coach," "The Simpsons" and "Home Improvement:' The Company believes that this type of program­
ming attracts audiences with desirable demographic characteristics.

Counter-Programming. The Company's general programming strategy is one of "counter­
programming," consisting of offering programs which are alternatives to the type of programs being
concurrently shown on competing station.. Thl. strategy Is delignecl to attract additional audience
share in demographic groups not served by c:oncurrent programming on competing statIonS. Aa an
example, WPGH shows weekend movt... "Star Trek: The Next GeneratIon" and "Oeep Space Nine"
opposite network sports on weekend afternoons. The Company beHeves that Implementation of this
strategy has enabled WPGH to obtain a number one ranking In houIeholdl in the 18-49 and 25-54
demographics during that time period, according to the F.bruary 1993 Arbitron report.

Children's Programming. WBFF, WPGH and WTTE .. the leading children's programmers in
their respective markets. The Company's nationaly recogniZed KJdI Club was the forerunner and model
for the Fox network-wide marketing efforts promOllngcchildren'. broadcutIng. Each of the Company's
stations is developing children's programming that comptl. with FCC regulations. Children's advertis­
ing represented the Company's largest category of advertisers during 1992, accounting for approxi­
mately 20% of the Company's net broadcast revenuea for such~.

Local News and Community Involvement. The ComJ)ll1Y believes the production and airing of
local news is an important link to the community the station serves and Its efforts to expand its
viewership. In addition, local news progrllT1ming pnMdII acc:eu to aetvertIIing IOUrcII targeted spe­
cl1lcally to local news. In June 1991. WBFF Inltltutlld lOCal news programmtng In the 8IIIltmorI market.
This award-winning acx:.t news programmfng airs dilly lit 10:00 p.m., with MWI updIItII during regUlar
programming hours. The program premlwld in tI'lI July 1811 NiIIIIn ratings with a ftve household
share and has since grown to a nine hOU8lhold ..... 01 July 1183. The hour-long 10:00 p.m. news
program allows WBFF to present news prior to and In grutIr depIh than the half-hour 11:00 p.m. local
news aired on the major network affiliate•.

WIthin the next two y.... the Company antICIpIItII prodUcIng a local news progrwn to air at 10:00
p.m. on WPGH. WPGH .xpects to leas. new tower facllltI.. and expand studio tacIIItte., both of which
will faciUtate the live news format.

Each of the CompIny's statton. ae:ttveIy pMId... in various community IetIYItIeI II1d offers
many community servIceI. The ComJ)ll1Y bel.... thIIt IICttYI community InvoIwmInt prcMdI8 in­
creased exposure to its potentIat.markets and ulltmately Incr1U18 viewership and advIftIllng support.

Cost Management

By employing a dledpllned approIICh to rfWlI.lng lDfOII.tmlng Md oIIW COllI. the CompMy hu
been able to achieve high opetatlng margins. The CompIny hat and bIIIeYII thIIt It will continue to
acquire quality progrwnmlng at pricII canttIt8nt .. opee_lg reYMuee gener••d by the program­
ming. As an owner or operator of multiple stations in the top 50 media mark... the Company believes
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