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PART I - FINANCIAL INFORMATION

Item 1.          Financial Statements

MEDIA GENERAL, INC.

CONSOLIDATED CONDENSED BALANCE SHEETS

(Unaudited)

(000s except shares and per share data)

September
30,

2013

December
31,

2012

ASSETS

Current assets:
Cash and cash equivalents $ 15,415 $36,802
Accounts receivable - net 58,667 58,486
Other 18,798 18,493
Assets of discontinued operations - 670
Total current assets 92,880 114,451

Other assets 50,563 45,462

Property, plant and equipment - net 160,353 166,105

FCC licenses and other intangibles - net 198,931 200,254

Excess of cost over fair value of net identifiable assets of acquired businesses 247,149 247,149
Total assets $ 749,876 $773,421

See accompanying notes.
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MEDIA GENERAL, INC.

CONSOLIDATED CONDENSED BALANCE SHEETS

(Unaudited)

(000s except shares and per share data)

September
30,

2013

December
31,

2012

LIABILITIES AND STOCKHOLDERS' DEFICIT

Current liabilities:
Accounts payable $11,920 $11,669
Accrued expenses and other liabilities 44,200 64,362
Liabilities of discontinued operations - 467
Total current liabilities 56,120 76,498

Long-term debt 296,459 295,721

Long-term debt - related party 291,934 257,466

Retirement, post-retirement and post-employment plans 232,650 242,309

Deferred income taxes 68,091 58,865

Other liabilities and deferred credits 21,811 18,786

Stockholders' deficit:
Preferred stock, par value $5 per share, authorized 5,000,000 shares; none outstanding
Common stock, par value $5 per share:
Class A, authorized 75,000,000 shares; issued 27,605,235 and 27,215,117 shares 138,026 136,076
Class B, authorized 600,000 shares; issued 548,564 shares 2,743 2,743
Additional paid-in capital 24,794 23,024
Accumulated other comprehensive loss (215,884) (219,656)
Accumulated deficit (166,868) (118,411)
Total stockholders' deficit (217,189) (176,224)
Total liabilities and stockholders' deficit $749,876 $773,421

See accompanying notes.
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MEDIA GENERAL, INC.

CONSOLIDATED CONDENSED STATEMENTS OF OPERATIONS

(Unaudited)

(000s except per share data)

Three Months
Ended Nine Months Ended

Sept. 30,
2013

Sept. 23,

2012

Sept. 30,

2013

Sept. 23,

2012
Station revenue (less agency commissions) $78,489 $93,752 $234,448 $251,064

Operating costs:
Station production expenses 31,973 31,458 95,388 92,359
Station selling, general and administrative expenses 23,300 21,505 69,055 63,473
Corporate and other expenses 7,833 12,093 24,621 31,604
Depreciation and software amortization 5,516 5,533 16,673 17,124
Amortization of intangible assets 441 442 1,323 2,196
Net loss (gain) related to fixed assets 10 218 78 (32 )
Merger-related expenses 1,218 - 8,389 -
Total operating costs 70,291 71,249 215,527 206,724
Operating income 8,198 22,503 18,921 44,340
Other income (expense):
Interest expense (9,960 ) (9,497 ) (28,781 ) (41,410 )
Interest expense - related party (10,379) (10,723) (30,297 ) (15,618 )
Debt modification and extinguishment costs - (17,318) - (35,415 )
Other, net 42 40 (132 ) 452
Total other expense (20,297) (37,498) (59,210 ) (91,991 )

Loss from continuing operations before income taxes (12,099) (14,995) (40,289 ) (47,651 )
Income tax expense 2,517 3,406 7,725 10,223
Loss from continuing operations (14,616) (18,401) (48,014 ) (57,874 )
Discontinued operations:
Loss from discontinued operations (net of taxes) - (1,038 ) (413 ) (10,588 )
Loss related to divestiture of discontinued operations (net of taxes) - (10,894) (30 ) (142,591)
Net loss $(14,616) $(30,333) $(48,457 ) $(211,053)
Net loss per common share:
Loss from continuing operations $(0.53 ) $(0.81 ) $(1.74 ) $(2.56 )
Loss from discontinued operations - (0.53 ) (0.02 ) (6.79 )
Net loss per common share – basic and assuming dilution $(0.53 ) $(1.34 ) $(1.76 ) $(9.35 )

See accompanying notes.
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MEDIA GENERAL, INC.

CONSOLIDATED CONDENSED STATEMENTS OF

COMPREHENSIVE INCOME (LOSS)

(Unaudited)

(000s)

Three Months
Ended Nine Months Ended

Sept. 30,

2013

Sept. 23,

2012

Sept. 30,

2013

Sept. 23,

2012

Net loss $(14,616) $(30,333) $(48,457) $(211,053)

Amortization of prior-service costs (postretirement plans) 22 - 68 -
Amortization of actuarial net loss (pension and postretirement plans) 1,945 - 5,832 -
Other comprehensive income before income taxes 1,967 - 5,900 -
Income tax expense related to other comprehensive income 767 - 2,128 -
Other comprehensive income, net of taxes 1,200 - 3,772 -

Comprehensive loss $(13,416) $(30,333) $(44,685) $(211,053)

See accompanying notes.
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MEDIA GENERAL, INC.

CONSOLIDATED CONDENSED STATEMENTS OF CASH FLOWS

(Unaudited) 

(000s)

Nine Months Ended
Sept. 30,

2013

Sept. 23,

2012
Operating activities:
Net loss $(48,457) $(211,053)
Adjustments to reconcile net loss:
Depreciation and software amortization 16,673 24,759
Amortization of intangible assets 1,323 2,332
Deferred income taxes 9,853 15,021
Intraperiod tax allocation (2,128 ) -
Loss related to divestiture of discontinued operations (net of taxes) 30 142,591
Goodwill and other asset impairment (net of taxes) - 6,472
Non-cash interest expense 7,036 6,773
Debt modification and extinguishment costs - 35,415
Change in assets and liabilities:

Company owned life insurance (cash surrender value less policy loans including repayments) 8,965 (949 )

Accounts receivable 584 5,439

Accounts payable, accrued expenses, and other liabilities (23,034) 2,507

Retirement plan contributions (3,803 ) (9,097 )
Other, net 5,135 (1,775 )
Net cash (used) provided by operating activities (27,823) 18,435

Investing activities:
Capital expenditures (11,788) (7,263 )
Collateral refund (deposit) related to letters of credit 1,366 (10,271 )
Net proceeds from sales of discontinued operations - 139,902
Other, net (68 ) 1,986
Net cash (used) provided by investing activities (10,490) 124,354

Financing activities:
Increase in borrowings - 13,000
Increase in related party borrowings 40,000 382,500
Repayment of borrowings - (377,298)
Repayment of related party borrowings (10,000) (126,963)
Debt issuance costs (16,243) (28,772 )

Edgar Filing: MEDIA GENERAL INC - Form 10-Q

13



Other, net 3,169 86
Net cash provided (used) by financing activities 16,926 (137,447)

Net (decrease) increase in cash and cash equivalents (21,387) 5,342
Cash and cash equivalents at beginning of period 36,802 23,108
Cash and cash equivalents at end of period $15,415 $28,450

Cash paid for interest $60,586 $52,599
Non-cash financing activities:
Issuance of common stock warrants $- $(16,912 )

See accompanying notes.
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 MEDIA GENERAL, INC.

NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENTS

(Unaudited)

1.     The accompanying unaudited consolidated condensed financial statements have been prepared in accordance
with accounting principles generally accepted in the United States and with applicable quarterly reporting regulations
of the Securities and Exchange Commission. They do not include all of the information and footnotes required by
generally accepted accounting principles for complete financial statements and, accordingly, should be read in
conjunction with the consolidated financial statements and related footnotes included in the Company's Annual Report
on Form 10-K for the year ended December 31, 2012.

Beginning with the full-year 2013, Media General's fiscal year is a conventional calendar year (January 1 – December
31). Previously, the Company's fiscal year ended on the last Sunday in December. Results for 2013 are for the three
and nine calendar months ended September 30, 2013. Results for 2012 are for the thirteen and thirty-nine week
periods ended September 23, 2012.

As explained further below, the Company has presented all newspapers, its former Advertising Services businesses
and its Production Services company as discontinued operations for all periods presented. In the opinion of
management, all adjustments (consisting of normal recurring adjustments) considered necessary for a fair presentation
of interim financial information have been included.   

2.     On June 6, 2013, the Company and New Young Broadcasting Holding Co., Inc. (Young) announced an
agreement to combine the two companies in an all-stock merger transaction. Under the merger agreement, the
Company will reclassify each outstanding share of its Class A and Class B common stock into one share of a new
class of Media General voting common stock, which will be entitled to elect all of Media General’s directors. One
holder of shares of Class A common stock will receive (certain of their) shares in a separate class of unlisted Media
General non-voting common stock. Each share of Media General non-voting common stock will be convertible into
one share of voting common stock and each share of Media General voting common stock will be convertible into one
share of non-voting common stock, in each case subject to certain limitations to be reflected in the Articles of
Incorporation. No additional consideration will be paid to the Class B shareholders for giving up their right to directly
elect 70% of Media General’s directors. Media General will issue to Young’s equityholders approximately 60.2 million
shares of Media General voting common stock (or, to the extent elected by Young’s equityholders, shares of Media
General non-voting common stock). It is estimated that immediately following closing, the shareholders of Media
General immediately prior to closing will hold approximately 32.5% of the fully diluted shares of the Company and
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the equityholders of Young immediately prior to closing will hold approximately 67.5% of the fully diluted shares of
the Company. The new class of Media General voting common stock is expected to be listed on the NYSE and trade
under the symbol MEG. The transaction has been unanimously approved by the Media General Board of Directors
and the Young Board of Directors. It also has received the necessary approval of Young’s equityholders. The
combined company will retain the Media General name and will be headquartered in Richmond, Virginia. The closing
of the transaction is subject to the approval of various matters relating to the transaction by Media General’s Class A
and Class B shareholders and the satisfaction of other customary conditions. The Company has called a Special
Meeting of its shareholders to be held on November 7, 2013, to consider and vote on matters necessary to complete
the transaction contemplated by the merger agreement. The Company expects to complete the transaction in
November of 2013, if its shareholders provide approval at the Special Meeting and FCC approval is received, as
expected. The Company incurred $1.2 million and $8.4 million, respectively, of investment banking, legal and
accounting fees and expenses for the three and nine months ended September 30, 2013 related to the pending merger
with Young.

The merger will be accounted for as a reverse acquisition in accordance with FASB Accounting Standards
Codification Topic 805 (ASC 805), Business Combination. For financial reporting purposes, Young will be the
acquirer and the continuing reporting entity. Consequently, the reports filed by Media General, the legal acquirer and
the continuing public corporation in the transaction, after the date of the transaction will be prepared with Young as
the successor entity. Accordingly, prior period financial information presented in the Media General financial
statements will reflect the historical activity of Young.

6
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3.     On July 31, 2013, the Company entered into a new credit agreement with a syndicate of lenders, the funding of
which is contingent upon successful completion of the merger with Young, which will provide the combined company
with a $60 million revolving credit facility and an $885 million term loan. The revolving credit facility has a term of
five years and will bear interest at LIBOR plus a margin of 2.75%. The $885 million term loan has a term of seven
years and will bear interest at LIBOR (with a LIBOR floor of 1%) plus a margin of 3.25%. The Company paid
approximately $16 million of transaction-related fees in the third quarter. The Company also incurred $0.5 million of
fees on the unfunded term loan commitment during the third quarter. The fees will continue to accrue at an annual rate
of 3.25% of the unfunded term loan commitment until the Company fully draws down the term loan. When drawn
following the merger, the new credit agreement will be guaranteed by the combined company and its subsidiaries, and
secured by liens on substantially all of the assets of the combined company.

Shield Media LLC (and its subsidiary WXXA-TV LLC) and Shield Media Lansing (and its subsidiary WLAJ-TV
LLC) (collectively, “Shield Media”), companies controlling subsidiaries with which Young has shared services
arrangements for two stations, entered into a new credit agreement with a syndicate of lenders, dated July 31, 2013,
contingent on successful completion of the Young merger, which will refinance its outstanding aggregate $32 million
term loans under one credit agreement. The existing Shield Media term loans are guaranteed on a secured basis by
Young which will continue to provide its guarantee, secured by the same collateral, for the combined refinanced
facility. The new Shield Media term loan has a term of five years and will bear interest at LIBOR plus a margin of
3.25%. Upon completion of the merger and repayment of the 11.75% senior secured notes, the new Shield Media term
loan will be guaranteed by the combined company and its subsidiaries. These guarantees will be secured by liens on
substantially all of the assets of the combined company, on a pari passu basis with the new Media General credit
agreement.

The new Media General credit agreement contains a leverage ratio covenant, which involves debt levels and a rolling
eight-quarter calculation of EBITDA, as defined in the agreement. Additionally, the agreement has restrictions on
certain transactions including the incurrence of additional debt, capital leases, investments, additional acquisitions,
asset sales and restricted payments (including dividends and share repurchases) as defined in the agreement. The new
Shield Media credit agreement contains a fixed charge coverage ratio, a financial covenant that is meant to measure
whether the borrowers can satisfy their fixed charges (interest, debt payments, capital expenditures and taxes) when
due by measuring fixed charges to EBITDA, calculated on a rolling eight-quarter basis, as defined in the agreement. 
 The agreement also has restrictions on transactions similar in nature to those in the new Media General credit
agreement, but scaled to Shield Media’s smaller size.  Additionally, the agreement has more specific covenants
regarding the operation of the Shield Media business and requires that each Shield Media holding company that
controls a Shield Media station limit its activities to performance of its obligations under the Shield Media credit
documents, and activities incidental thereto, including owning a Shield Media station and performance of its
obligations under and activities related to the shared services agreement. Both the Media General and Shield Media
credit agreements contain cross-default provisions.

The Company anticipates borrowing under the new Media General credit agreement and the new Shield Media credit
agreement in order to repay the existing debt of both Media General and Young shortly after the merger closes.
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Long-term debt at September 30, 2013, and December 31, 2012, was as follows:

(In thousands)
Sept. 30,
2013

Dec. 31,
2012

Term loan:
Face value $301,537 $301,537
Remaining original issue discount (28,808 ) (32,058 )
Remaining warrant discount (10,795 ) (12,013 )
Carrying value 261,934 257,466

Revolving credit facility ($15 million remaining availability at 9/30/2013) 30,000 -

11.75% senior secured notes:
Face value 299,800 299,800
Remaining original issue discount (3,346 ) (4,091 )
Carrying value 296,454 295,709

Capital lease liability 5 12

Total carrying value $588,393 $553,187

As of September 30, 2013, the Company had in place a term loan with a face value of $302 million and a revolving
credit facility with a $30 million outstanding balance and remaining availability of $15 million. Also outstanding were
11.75% senior secured notes with a face value of $300 million that were issued at a price equal to 97.69% of face
value. The Company’s term loan with Berkshire Hathaway as lender, matures in May 2020 and bears an interest rate of
10.5% but the rate could decrease to 9% based on the Company’s leverage ratio, as defined in the agreement. The
Company was in compliance with the provisions of both agreements at September 30, 2013.

In May 2012, the Company consummated a financing arrangement with BH Finance LLC, an affiliate of Berkshire
Hathaway, that provided the Company with a $400 million term loan and a $45 million revolving credit facility. The
Company subsequently repaid approximately $98 million of principal on the term loan. The term loan was issued at a
discount of 11.5% and was secured pari passu with the Company’s existing 11.75% senior secured notes due 2017.
While the financing arrangement does not contain financial covenants, there are restrictions, in whole or in part, on
certain activities including the incurrence of additional debt, repurchase of shares and the payment of dividends. The
term loan may be repaid voluntarily prior to maturity, in whole or in part, at a price equal to 100% of the principal
amount repaid plus accrued and unpaid interest, plus a premium, which starts at 14.5% and steps down over time
beginning in May 2016, as set forth in the agreement. Other factors, such as the sale of assets, may result in a
mandatory prepayment or an offer to prepay a portion of the term loan without premium or penalty. The Company
considers the prepayment feature to be an embedded derivative which it bifurcates from the term loan when the fair
value is determinable. The term loan and revolving credit facility mature in May 2020 and are guaranteed by the
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Company’s subsidiaries. The revolving credit facility bears interest at a rate of 10% and is subject to a 2% fee on the
unused portion of the commitment. The Company also issued common stock warrants to purchase 4.6 million shares
of common stock to Berkshire Hathaway in conjunction with the financing. The warrants were exercised
subsequently.

On or before February 15, 2014, the 11.75% senior secured notes can be redeemed at a price equal to 100% of the
outstanding principal, plus the present value of the semi-annual interest payment due February 15, 2014, plus a call
premium of 5.875% of the outstanding principal.
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The early repayment of debt in the third quarter of 2012 resulted in debt modification and extinguishment costs of
$17.3 million due to the accelerated recognition of a pro rata portion of discounts and deferred issuance costs. In the
second quarter of 2012, in conjunction with the secured financing with Berkshire Hathaway and the repayment of the
previous credit facility the Company recorded debt modification and extinguishment costs of $7.7 million, primarily
due to the write-off of unamortized fees related to the former credit agreement.  In addition, the Company capitalized
$11.5 million of advisory and legal fees related to the Berkshire Hathaway financing; these fees are amortized as
interest expense over the term of the financing arrangement.  In March of 2012, the Company amended its previous
bank credit agreement which resulted in $10.4 million of debt modification and extinguishment costs including certain
advisory, arrangement and legal fees related to that refinancing. 

The previous bank credit facility had an interest rate of LIBOR (with a 1.5% floor) plus a margin of 7% and
commitment fees of 2.5%. In addition to this cash interest, the Company accrued payment-in-kind (PIK) interest of
1.5%. This PIK interest, which totaled approximately $1 million, was treated as additional bank term loan principal
and was paid in cash upon repayment of the entire facility.

The following table includes information about the carrying values and estimated fair values of the Company’s
financial instruments at September 30, 2013, and December 31, 2012:

Sept. 30, 2013 December 31, 2012

(In thousands)
Carrying

Amount

Fair

Value

Carrying

Amount

Fair

Value
Assets:
Investments
Trading $236 $236 $198 $198
Liabilities:
Long-term debt:
Revolving credit facility ($15 million remaining availability at 9/30/13) 30,000 30,000 - -
Term loan 261,934 345,260 257,466 343,746
11.75% senior secured notes 296,454 327,906 295,709 346,269

Trading securities held by the Supplemental 401(k) Plan are carried at fair value and are determined by reference to
quoted market prices. The fair value of the revolving credit facility is equal to its carrying value as the Company has
the ability to repay the outstanding principal at par value at any time. The fair value of the term loan was calculated
assuming the outstanding principal will be repaid at the current call premium of 14.5%. The fair value of the 11.75%
senior secured notes was valued by reference to the most recent trade prior to the end of the applicable period. Under
the fair value hierarchy, the Company’s trading securities fall under Level 1 (quoted prices in active markets), its
senior secured notes fall under Level 2 (other observable inputs) and its revolving credit facility and term loan fall
under Level 3 (unobservable inputs).
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4.     In January of 2013, the Company sold the intellectual property and certain tangible assets of Blockdot for a
nominal amount; the Company retained Blockdot’s working capital and certain operating leases in Dallas, Texas. In
2012, the Company recorded a $2.5 million loss related to the anticipated sale of Blockdot; the Company recorded an
additional loss of $30 thousand related to the sale in the first quarter of 2013. In the third quarter of 2012, the
Company sold all of its newspapers and associated websites (with the exception of the Tampa group) to World Media
Enterprises, Inc. (World Media), a subsidiary of Berkshire Hathaway. In the fourth quarter of 2012, the Company
completed the sale of its Tampa print properties and associated websites to Tampa Media Group, Inc., a new company
formed by Revolution Capital Group. During the second quarter of 2012, the Company also sold DealTaker for a
nominal amount, shut down its Production Services company which provided broadcast equipment and design
services and discontinued its NetInformer operations. The Company recorded after-tax losses related to the divestiture
of discontinued operations of $11 million and $143 million in the third quarter and first nine months of 2012,
respectively. The total year-to-date 2012 after-tax loss included an estimated loss on the sale of newspapers to World
Media of $112 million, an estimated loss on the sale of the Tampa print properties of $24 million, an estimated loss on
the sale of Blockdot of $2.4 million and a loss on the sale of DealTaker of $3.9 million. As of September 30, 2013, the
Company has substantially completed its transition service obligations to World Media and Tampa Media.

9
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As illustrated in the following chart, the results of these newspapers (as well as their associated websites), DealTaker,
Blockdot, NetInformer and the Company’s Production Services unit have been presented as discontinued operations in
the accompanying consolidated condensed statements of operations for the three and nine months ended September
30, 2013, and September 23, 2012. Depreciation and amortization on assets related to these properties ceased as of the
date in 2012 that each disposal group qualified for held-for-sale treatment. The accompanying consolidated condensed
balance sheet for 2012 presents assets and liabilities of discontinued operations separately from those of continuing
operations. After recording a $2.5 million loss related to the expected divestiture of Blockdot, assets of discontinued
operations as of December 31, 2012, were $670 thousand. Liabilities of discontinued operations of approximately
$467 thousand at December 31, 2012, consisted primarily of accounts payable and accrued expenses.

Loss from Discontinued
Operations
Three
Months

 Ended

Three
Months

Ended

Nine
Months

Ended

Nine
Months

Ended

(In thousands)

Sept.
30,

2013

Sept.
23,

2012

Sept.
30,

2013

Sept. 23,

2012

Revenues $- $18,491 $ 110 $169,805
Costs and expenses - 19,527 523 179,205
Loss before income taxes - (1,036 ) (413 ) (9,400 )
Income tax expense - 2 - 1,188
Loss from discontinued operations $- $(1,038 ) $ (413 ) $(10,588 )

The Company owned and operated Blockdot for part of January 2013; revenues and expenses related to this period are
reflected above. When the Company sold Blockdot, it retained certain operating leases for space that the Company
will no longer utilize. The Company recorded a net loss of approximately $100 thousand related to the operating
leases during the nine months ended September 30, 2013.

The Company performed an interim impairment test on DealTaker as of the end of the first quarter 2012, which
resulted in a non-cash goodwill and other intangible asset impairment charge of $6.5 million net of a tax benefit of
$3.6 million included in the loss from discontinued operations for the nine months ended September 23, 2012.

5.     Berkshire Hathaway and its wholly owned subsidiary, World Media, are considered related parties of Media
General. As described in Notes 3 and 4, the Company consummated financing arrangements, granted warrants that
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were exercised, sold most of its newspaper assets and engaged in a series of transition services with Berkshire
Hathaway. At the time of the original agreements for the financing arrangements (including the warrant agreement)
and the sale of the newspaper assets, the Company and Berkshire Hathaway were not then related parties. The
consummation of, along with the exercise of rights under, those agreements created the related-party status.
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As of September 30, 2013, Berkshire Hathaway owned approximately 17% of the Class A shares of the Company and
had recommended to the Company an individual who is actively serving as a Director in accordance with the
Shareholder Agreement. Berkshire Hathaway was also the counterparty to the Company’s term loan and revolving line
of credit. Following the sale of the Company’s newspaper assets, the Company and World Media engaged in a series of
transition services to effectuate the transfer in a smooth and orderly fashion. The Company provided World Media
services and support in the areas of information technology and digital for fees that were designed to approximate the
Company’s cost. Payments received from World Media for these transition services totaled approximately $350
thousand and $1.6 million, respectively, for the three and nine months ended September 30, 2013. During the three
and nine months ended September 30, 2013, the Company also was reimbursed for approximately $30 thousand and
$1.3 million, respectively, of medical claims paid on behalf of World Media, as compared to approximately $1.6
million for the three and nine months ended September 23, 2012. World Media provided services and support to the
Company in the areas of information technology support, billing and remittance processing for fees that were designed
to approximate World Media’s cost. Payments for these services totaled approximately $10 thousand and $150
thousand during the three and nine months ended September 30, 2013, respectively, as compared to $230 thousand for
the three and nine months ended September 23, 2012. In addition, the Company passed along approximately $100
thousand and $600 thousand, respectively, of other collections to World Media during the three and nine months
ended September 30, 2013 as compared to $70 thousand for the three and nine months ended September 23, 2012.

As of September 30, 2013, the Company had a receivable for transition services of approximately $200 thousand
included in the line item “Other” current assets on the consolidated condensed balance sheet.

During the three and nine months ended September 30, 2013, the Company made interest payments of $8.8 million
and $25 million, respectively, to Berkshire Hathaway as compared to $5.1 million, for the three and nine months
ended September 23, 2012. As of September 30, 2013, the Company had accrued interest payable to Berkshire
Hathaway of approximately $100 thousand included in the line item “Accrued expenses and other liabilities” on the
consolidated condensed balance sheet.

6.     The Company recorded non-cash income tax expense from continuing operations of $2.5 million and $7.7
million in the third quarter and first nine months of 2013, respectively, compared to $3.4 million and $10.2 million in
the equivalent quarter and nine months of 2012, respectively. The Company’s tax provision for each period had an
unusual relationship to pretax loss mainly because of the existence of a full deferred tax asset valuation allowance at
the beginning of each period. This circumstance generally results in a zero net tax provision since the income tax
expense or benefit that otherwise would be recognized is offset by the change to the valuation allowance.  However,
tax expense recorded in the third quarter and first nine months of 2013 included the accrual of non-cash tax expense of
approximately $3.3 million and $9.8 million, respectively, of additional valuation allowance in connection with the
tax amortization of the Company’s indefinite-lived intangible assets that was not available to offset existing deferred
tax assets (termed a “naked credit”), as compared to approximately $3.4 million and $10.2 million, respectively, in the
corresponding 2012 periods. The “naked credit” expense was partially offset in the third quarter and first nine months of
2013 by approximately $0.8 million and $2.1 million, respectively, of tax benefit related to the intraperiod allocation
items in Other Comprehensive Income. A full discussion of the naked credit issue is contained in Note 4 of Item 8 of
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the Company’s Form 10-K for the year ended December 31, 2012.

7.     The following table sets forth the computation of basic and diluted loss per share for continuing operations for
the three and nine months ended September 30, 2013, and September 23, 2012. There were approximately 400
thousand shares and approximately 200 thousand shares (representing the weighted-average of outstanding stock
options) that were not included in the computation of diluted EPS for the third quarter and first nine months of 2013,
respectively, because to do so would have been anti-dilutive for the periods presented. There were approximately 4.6
million shares and 2.1 million shares (representing the weighted-average of common stock warrants issued to
Berkshire Hathaway prior to their exercise) that were not included in the computation of diluted EPS for the third
quarter and first nine months of 2012, respectively, because to do so would have been anti-dilutive for the periods
presented.

11
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(In thousands,
except per share
amounts)

Three Months

Ended Sept. 30,

2013

Three Months

Ended Sept. 23,

2012

Numerator for
basic and diluted
earnings per share:
Loss from
continuing
operations available
to common
stockholders

$ (14,616 ) $ (18,401 )

Denominator for
basic and diluted
earnings per share:
Weighted average
shares outstanding 27,762 22,593

Loss from
continuing
operations per
common share
(basic and diluted)

$ (0.53 ) $ (0.81 )

(In thousands,
except per share
amounts)

Nine Months

Ended Sept. 30,

2013

Nine Months

Ended Sept. 23,

2012

Numerator for
basic and diluted
earnings per share:
Loss from
continuing
operations available
to common
stockholders

$ (48,014 ) $ (57,874 )

Denominator for
basic and diluted
earnings per share:
Weighted average
shares outstanding 27,570 22,570
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Loss from
continuing
operations per
common share
(basic and diluted)

$ (1.74 ) $ (2.56 )

8.     The following table provides the components of net periodic employee benefits expense for the Company’s
benefit plans for the third quarters and first nine months of 2013 and 2012:

Three Months Ended

Pension Benefits Other
Benefits

(In thousands)

Sept.
30,

2013

Sept.
23,

2012

Sept.
30,

2013

Sept.
23,

2012
Service cost $- $- $27 $50
Interest cost 4,736 5,290 221 445
Expected return on plan assets (5,737) (5,926) - -
Amortization of prior-service cost - - 22 315
Amortization of net loss/(gain) 2,155 1,412 (210) (205)
Net periodic benefit cost $1,154 $776 $60 $605

Nine Months Ended
Pension Benefits Other Benefits

(In thousands)
Sept. 30,

2013

Sept. 23,

2012

Sept.
30,

2013

Sept.
23,

2012
Service cost $- $- $82 $150
Interest cost 14,208 15,871 663 1,335
Expected return on plan assets (17,212) (17,778) - -
Amortization of prior-service cost - - 68 944
Amortization of net loss/(gain) 6,464 4,236 (632) (615 )
Net periodic benefit cost $3,460 $2,329 $181 $1,814

12

Edgar Filing: MEDIA GENERAL INC - Form 10-Q

28



Certain components of net periodic benefit cost were reclassified out of Accumulated Other Comprehensive Loss into
operating costs for the three and nine months ended September 30, 2013, respectively, as shown below:

(In thousands)

Three
Months
Ended

Sept.
30,

2013

Nine
Months
Ended

Sept 30,

2013

Amortization of prior-service cost $ 22 $ 68
Amortization of actuarial net loss 1,945 5,832
Total reclassifications $ 1,967 $ 5,900

9.     The following table shows the Company’s Statement of Stockholders’ Deficit as of and for the nine months ended
September 30, 2013:

Class A Common Stock
Additional

Paid-in

Accumulated

Other

Comprehensive

Accumulated

(In thousands, except shares
and per share amounts)

Shares Class A Class
B Capital Loss Deficit Total

Balance at December 31,
2012 27,215,117 $136,076 $2,743 $ 23,024 $ (219,656 ) $ (118,411 ) $(176,224)

Net loss - - - - (48,457 ) (48,457 )
Other comprehensive
income, net of taxes - - - 3,772 - 3,772

Exercise of stock options 432,112 2,161 - 2 - - 2,163
Performance accelerated
restricted stock (42,143 ) (211 ) - 30 - - (181 )

Stock-based compensation - - 723 - - 723
Other 149 - - 1,015 - - 1,015
Balance at September 30,
2013 27,605,235 $138,026 $2,743 $ 24,794 $ (215,884 ) $ (166,868 ) $(217,189)
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10.     The Company accrues severance expense when payment of benefits is both probable and the amount is
reasonably estimable. The Company recorded severance expense from continuing operations of $100 thousand in the
third quarter and first nine months of 2013, as compared to $3.4 million and $3.5 million in the third quarter and first
nine months of 2012, respectively. The majority of the severance expense incurred in 2012 was due to a corporate
reduction-in-force of 75 positions that occurred in July and was recorded in the “Corporate expense and other” line on
the Consolidated Condensed Statements of Operations. Severance costs related to television stations are reflected in
either the “Station production expense” or the “Station selling, general and administrative expense” line items depending
on the position eliminated. Accrued severance costs are included in the “Accrued expenses and other liabilities” line
item on the Consolidated Condensed Balance Sheet.

11.     The Company’s subsidiaries guarantee the debt securities of the parent company. The Company’s subsidiaries are
100% owned except for the Supplemental 401(k) Plan; all subsidiaries except those in the non-guarantor column (the
Supplemental 401(k) Plan) currently guarantee the debt securities. These guarantees are full and unconditional and on
a joint and several basis. The following financial information presents condensed consolidating balance sheets,
statements of operations and statements of cash flows for the parent company, the Guarantor Subsidiaries and the
Non-Guarantor Subsidiaries, together with certain eliminations.

13
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Media General, Inc.

Condensed Consolidating Balance Sheet

As of September 30, 2013

(In thousands, unaudited)

Media
General

Corporate

Guarantor

Subsidiaries

Non-Guarantor

Subsidiaries
Eliminations

Media
General

Consolidated
ASSETS
Current assets:
Cash and cash equivalents $15,084 $331 $ - $- $ 15,415
Accounts receivable - net - 58,667 - - 58,667
Other 4,026 14,772 - - 18,798
Total current assets 19,110 73,770 - - 92,880

Investment in and advances to subsidiaries (18,960 ) 1,340,699 - (1,321,739 ) -
Intercompany note receivable 588,739 - - (588,739 ) -
Other assets 44,725 5,602 236 - 50,563
Property, plant and equipment - net 19,088 141,265 - - 160,353
FCC licenses and other intangibles - net - 198,931 - - 198,931
Excess cost over fair value of net identifiable
assets of acquired businesses - 247,149 - - 247,149

TOTAL ASSETS $652,702 $2,007,416 $ 236 $(1,910,478 ) $ 749,876

LIABILITIES AND STOCKHOLDERS'
EQUITY (DEFICIT)
Current liabilities:
Accounts payable $8,531 $3,389 $ - $- $ 11,920
Accrued expenses and other liabilities 21,390 22,810 - - 44,200
Total current liabilities 29,921 26,199 - - 56,120

Long-term debt 296,454 5 - - 296,459
Long-term debt - related party 291,934 - - - 291,934
Intercompany loan - 588,739 - (588,739 ) -
Retirement, post-retirement and
post-employment plans 232,650 - - - 232,650

Deferred income taxes - 68,091 - - 68,091
Other liabilities and deferred credits 18,383 2,747 681 - 21,811

Stockholders' equity (deficit):
Common stock 140,769 2,801 - (2,801 ) 140,769
Additional paid-in capital 25,343 1,731,100 (965 ) (1,730,684 ) 24,794
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Accumulated other comprehensive loss (215,884) - - - (215,884 )
Retained earnings (accumulated deficit) (166,868) (412,266 ) 520 411,746 (166,868 )
Total stockholders' equity (deficit) (216,640) 1,321,635 (445 ) (1,321,739 ) (217,189 )

TOTAL LIABILITIES & STOCKHOLDERS'
EQUITY (DEFICIT) $652,702 $2,007,416 $ 236 $(1,910,478 ) $ 749,876
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Media General, Inc.

Condensed Consolidating Balance Sheet

As of December 31, 2012

(In thousands)

Media
General

Corporate

Guarantor

Subsidiaries

Non-Guarantor

Subsidiaries
Eliminations

Media
General

Consolidated
ASSETS
Current assets:
Cash and cash equivalents $36,414 $388 $ - $- $ 36,802
Accounts receivable - net - 58,486 - - 58,486
Other 6,562 11,931 - - 18,493
Assets of discontinued operations - 670 - - 670
Total current assets 42,976 71,475 - - 114,451

Investment in and advances to subsidiaries 14,281 1,346,705 - (1,360,986 ) -
Intercompany note receivable 564,681 - - (564,681 ) -
Other assets 38,469 6,795 198 - 45,462
Property, plant and equipment - net 19,647 146,458 - - 166,105
FCC licenses and other intangibles - net - 200,254 - - 200,254
Excess of cost over fair value of net
identifiable assets of acquired businesses - 247,149 - - 247,149

TOTAL ASSETS $680,054 $2,018,836 $ 198 $(1,925,667 ) $ 773,421

LIABILITIES AND STOCKHOLDERS'
EQUITY (DEFICIT)
Current liabilities:
Accounts payable $7,488 $4,181 $ - $- $ 11,669
Accrued expenses and other liabilities 36,155 28,207 - - 64,362
Liabilities of discontinued operations - 467 - - 467
Total current liabilities 43,643 32,855 - - 76,498

Long-term debt 295,714 7 - - 295,721
Long-term debt - related party 257,466 - 257,466
Intercompany loan - 564,681 - (564,681 ) -
Retirement, post-retirement and
post-employment plans 242,309 - - - 242,309

Deferred income taxes - 58,865 - - 58,865
Other liabilities and deferred credits 15,567 2,442 777 - 18,786

Stockholders' equity (deficit):
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Common stock 138,819 2,801 - (2,801 ) 138,819
Additional paid-in capital 24,603 1,733,641 (1,977 ) (1,733,243 ) 23,024
Accumulated other comprehensive loss (219,656) - - - (219,656 )
Retained earnings (accumulated deficit) (118,411) (376,456 ) 1,398 375,058 (118,411 )
Total stockholders' equity (deficit) (174,645) 1,359,986 (579 ) (1,360,986 ) (176,224 )

TOTAL LIABILITIES & STOCKHOLDERS'
EQUITY (DEFICIT) $680,054 $2,018,836 $ 198 $(1,925,667 ) $ 773,421
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Media General, Inc.

Condensed Consolidating Statements of Operations

and Comprehensive Loss

Three Months Ended September 30, 2013

(In thousands, unaudited)

Media
General

Corporate

Guarantor

Subsidiaries

Non-Guarantor

Subsidiaries
Eliminations

Media
General

Consolidated

Station revenue (less agency commissions) $ 6,414 $ 78,489 $ - $ (6,414 ) $ 78,489

Operating costs:
Station production expenses - 31,973 - - 31,973
Station selling, general, and administrative
expenses - 29,714 - (6,414 ) 23,300

Corporate and other expenses 7,735 - 98 - 7,833
Depreciation and software amortization 450 5,066 - - 5,516
Amortization of intangible assets - 441 - - 441
Net loss (gain) related to fixed assets (22 ) 32 - - 10
Merger-related expenses 1,218 - - - 1,218
Total operating costs 9,381 67,226 98 (6,414 ) 70,291

Operating income (loss) (2,967 ) 11,263 (98 ) - 8,198

Other income (expense):
Interest expense (9,939 ) (21 ) - - (9,960 )
Interest expense - related party (10,379 ) - - - (10,379 )
Intercompany interest income (expense) 20,637 (20,637 ) - - -
Investment income (loss) - consolidated
affiliates (12,010 ) - - 12,010 -

Other, net 42 - - - 42
Total other income (expense) (11,649 ) (20,658 ) - 12,010 (20,297 )

Income (loss) before income taxes (14,616 ) (9,395 ) (98 ) 12,010 (12,099 )

Income tax expense - 2,517 - - 2,517

Net income (loss) $ (14,616 ) $ (11,912 ) $ (98 ) $ 12,010 $ (14,616 )
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Comprehensive income (loss) $ (13,416 ) $ (11,912 ) $ (98 ) $ 12,010 $ (13,416 )
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Media General, Inc.

Condensed Consolidating Statements of Operations

and Comprehensive Loss

Three Months Ended September 23, 2012

(In thousands, unaudited)

Media
General

Corporate

Guarantor

Subsidiaries

Non-Guarantor

Subsidiaries
Eliminations

Media
General

Consolidated

Station revenue (less agency commissions) $ 7,622 $ 93,789 $ - $ (7,659 ) $ 93,752

Operating costs:
Station production expenses - 31,459 - (1 ) 31,458
Station selling, general, and administrative
expenses - 29,126 - (7,621 ) 21,505

Corporate and other expenses 11,662 285 146 - 12,093
Depreciation and software amortization 564 4,969 - - 5,533
Amortization of intangible assets - 442 - - 442
(Gain) loss on disposal of assets, net (120 ) 338 - - 218
Total operating costs 12,106 66,619 146 (7,622 ) 71,249

Operating income (loss) (4,484 ) 27,170 (146 ) (37 ) 22,503

Other income (expense):
Interest expense (9,480 ) (17 ) - - (9,497 )
Interest expense - related party (10,723 ) - - - (10,723 )
Debt modification and extinguishment costs (17,318 ) - - - (17,318 )
Intercompany interest income (expense) 21,699 (21,699 ) - - -
Investment income (loss) - consolidated affiliates (10,057 ) - - 10,057 -
Other, net 30 10 - - 40
Total other income (expense) (25,849 ) (21,706 ) - 10,057 (37,498 )

Income (loss) from continuing operations before
income taxes (30,333 ) 5,464 (146 ) 10,020 (14,995 )

Income tax expense - 3,406 - - 3,406

Income (loss) from continuing operations (30,333 ) 2,058 (146 ) 10,020 (18,401 )
Discontinued operations (net of tax):

Edgar Filing: MEDIA GENERAL INC - Form 10-Q

37



Income (loss) from discontinued operations - (1,075 ) - 37 (1,038 )
Loss related to divestiture of discontinued
operations - (10,894 ) - - (10,894 )

Net income (loss) $ (30,333 ) $ (9,911 ) $ (146 ) $ 10,057 $ (30,333 )

Comprehensive income (loss) $ (30,333 ) $ (9,911 ) $ (146 ) $ 10,057 $ (30,333 )
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Media General, Inc.

Condensed Consolidating Statements of Operations

and Comprehensive Loss

Nine Months Ended September 30, 2013

(In thousands, unaudited)

Media
General

Corporate

Guarantor

Subsidiaries

Non-Guarantor

Subsidiaries
Eliminations

Media
General

Consolidated

Station revenue (less agency commissions) $ 18,402 $ 234,448 $ - $ (18,402 ) $ 234,448

Operating costs:
Station production expenses - 95,388 - - 95,388
Station selling, general, and administrative
expenses - 87,457 - (18,402 ) 69,055

Corporate and other expenses 23,743 - 878 - 24,621
Depreciation and software amortization 1,331 15,342 - - 16,673
Amortization of intangible assets - 1,323 - - 1,323
Net loss (gain) related to fixed assets (95 ) 173 - - 78
Merger-related expenses 8,389 - - - 8,389
Total operating costs 33,368 199,683 878 (18,402 ) 215,527

Operating income (loss) (14,966 ) 34,765 (878 ) - 18,921

Other income (expense):
Interest expense (28,721 ) (60 ) - - (28,781 )
Interest expense - related party (30,297 ) - - - (30,297 )
Intercompany interest income (expense) 62,103 (62,103 ) - - -
Investment income (loss) - consolidated affiliates (36,688 ) - - 36,688 -
Other, net 112 (244 ) - - (132 )
Total other income (expense) (33,491 ) (62,407 ) - 36,688 (59,210 )

Income (loss) from continuing operations before
income taxes (48,457 ) (27,642 ) (878 ) 36,688 (40,289 )

Income tax expense - 7,725 - - 7,725

Income (loss) from continuing operations (48,457 ) (35,367 ) (878 ) 36,688 (48,014 )
Discontinued operations (net of tax):
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Loss from discontinued operations - (413 ) - - (413 )
Loss related to divestiture of operations - (30 ) - - (30 )

Net income (loss) $ (48,457 ) $ (35,810 ) $ (878 ) $ 36,688 $ (48,457 )

Comprehensive income (loss) $ (44,685 ) $ (35,810 ) $ (878 ) $ 36,688 $ (44,685 )
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Media General, Inc.

Condensed Consolidating Statements of Operations

and Comprehensive Loss

Nine Months Ended September 23, 2012

(In thousands, unaudited)

Media
General

Corporate

Guarantor

Subsidiaries

Non-Guarantor

Subsidiaries
Eliminations

Media
General

Consolidated

Station revenue (less agency commissions) $23,443 $ 251,559 $ - $ (23,938 ) $ 251,064

Operating costs:
Station production expenses - 92,832 - (473 ) 92,359
Station selling, general, and administrative
expenses - 86,959 - (23,486 ) 63,473

Corporate and other expenses 29,847 1,646 111 - 31,604
Depreciation and software amortization 2,062 15,062 - - 17,124
Amorization of intangible assets - 2,196 - - 2,196
(Gain) loss on disposal of assets, net (613 ) 581 - - (32 )
Total operating costs 31,296 199,276 111 (23,959 ) 206,724

Operating income (loss) (7,853 ) 52,283 (111 ) 21 44,340

Other income (expense):
Interest expense (41,362 ) (48 ) - - (41,410 )
Interest expense - related party (15,618 ) - - - (15,618 )
Debt modification and extinguishment costs (35,415 ) - - - (35,415 )
Intercompany interest income (expense) 57,270 (57,270 ) - - -
Investment income (loss) - consolidated
affiliates (168,572) - - 168,572 -

Other, net 497 (45 ) - - 452
Total other income (expense) (203,200) (57,363 ) - 168,572 (91,991 )

Income (loss) from continuing operations before
income taxes (211,053) (5,080 ) (111 ) 168,593 (47,651 )

Income tax expense - 10,223 - - 10,223

Income (loss) from continuing operations (211,053) (15,303 ) (111 ) 168,593 (57,874 )
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Discontinued operations (net of tax):
Loss from discontinued operations - (10,567 ) - (21 ) (10,588 )
Loss related to divestiture of discontinued
operations - (142,591 ) - - (142,591 )

Net income (loss) $(211,053) $ (168,461 ) $ (111 ) $ 168,572 $ (211,053 )

Comprehensive income (loss) $(211,053) $ (168,461 ) $ (111 ) $ 168,572 $ (211,053 )
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Media General, Inc.

Condensed Consolidating Statements of Cash Flows

Nine Months Ended September 30, 2013

(In thousands, unaudited)

Media
General

Corporate

Guarantor

Subsidiaries

Non-Guarantor

Subsidiaries
Eliminations

Media
General

Consolidated

Cash flows from operating activities:
Net cash used by operating activities $ (13,579 ) $ (13,233 ) $ (1,011 ) $ - $ (27,823 )

Cash flows from investing activities:
Capital expenditures (795 ) (10,993 ) - - (11,788 )
Collateral refund related to letters of credit 1,366 - - - 1,366
Net change in intercompany note receivable (24,058 ) - - 24,058 -
Other, net (181 ) 113 - - (68 )
Net cash (used) provided by investing
activities (23,668 ) (10,880 ) - 24,058 (10,490 )

Cash flows from financing activities:
Increase in related party borrowings 40,000 - - - 40,000
Repayment of related party borrrowings (10,000 ) - - - (10,000 )
Debt issuance costs (16,243 ) - - - (16,243 )
Net change in intercompany loan - 24,058 - (24,058 ) -
Other, net 2,160 (2 ) 1,011 - 3,169
Net cash provided (used) by financing
activities
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