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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
FORM 10-Q

b QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES

EXCHANGE ACT OF 1934

For the quarterly period ended June 30, 2009
OR

0 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES

EXCHANGE ACT OF 1934

For the transition period from to

Commission file number 0-14691

WESTWOOD ONE, INC.
(Exact name of registrant as specified in its charter)
Delaware 95-3980449
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)
40 West 57th Street, 5th Floor, New York, NY 10019
(Address of principal executive offices) (Zip Code)

(212) 641-2000
(Registrant s telephone number, including area code)

Indicate by check mark whether the registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) of
the Securities Exchange Act of 1934 ( Exchange Act ) during the preceding 12 months (or for such shorter period that
the registrant was required to file such reports), and (2) has been subject to such filing requirements for the past
90 days. Yes p No o

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web Site, if
any, every Interactive Date File required to be submitted and posted pursuant to Rule 405 of Regulation S-X during
the preceding 12 months (or for such shorter period that the registrant was required to submit and post such files). Yes
oNoo

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer or

a smaller reporting company. See the definitions of large accelerated filer, accelerated filer and smaller reporting
company in Rule 12b-2 of the Exchange Act (Check One):

Large Accelerated Filer o Accelerated Filer p Non-Accelerated Filer o Smaller Reporting

Company o
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes
oNop

Number of shares of stock outstanding at August 12, 2009 (excluding treasury shares):
Common stock, par value $.01 per share 20,312 shares
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PART L. FINANCIAL INFORMATION
WESTWOOD ONE, INC.
CONSOLIDATED BALANCE SHEETS
(In thousands, except per share amounts)

Successor
Company
June 30,
2009
(unaudited)
ASSETS
CURRENT ASSETS:
Cash and cash equivalents $ 7,980
Accounts receivable 82,448
Prepaid and other assets 17,026
Total Current Assets 107,454
Property and equipment, net 36,357
Goodwill 86,414
Intangible assets, net 112,032
Deferred tax asset 2,385
Other assets 2,414
TOTAL ASSETS $ 347,056
LIABILITIES, REDEEMABLE PREFERRED STOCK AND
SHAREHOLDERS EQUITY (DEFICIT)
CURRENT LIABILITIES:
Accounts payable $ 17,588
Amounts payable to related parties 20,128
Deferred revenue 2,681
Accrued expenses and other liabilities 19,648
Current maturity of long-term debt
Total Current Liabilities 60,045
Long-term debt 128,078
Deferred tax liability 63,845
Due to Gores 10,891
Other liabilities 10,551
TOTAL LIABILITIES 273,410
Commitments and Contingencies
Redeemable Preferred Stock: $.01 par value, authorized: 75 shares; 38,880

issued and outstanding: 75 shares of 7.5% Series A-1 Preferred
Stock; liquidation preference $1,065 per share, plus accumulated

Table of Contents

Predecessor
Company
December 31,
2008
(derived from
audited)

6,437
94,273
18,758

119,468
30,417
33,988

2,660
14,220
4,335

205,088

27,807
22,680
2,397
25,565
249,053

327,502

6,993

334,495
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dividends

Redeemable Preferred Stock: $.01 par value, authorized: 60 shares;
issued and outstanding: 60 shares of 8.0% Series B Convertible
Preferred Stock; liquidation preference $1,000 per share, plus

accumulated dividends 30,476
Redeemable Preferred Stock: $.01 par value, authorized: 10,000
shares; issued and outstanding: 75 shares of 7.5% Series A
Convertible Preferred Stock; liquidation preference $1,000 per share,
plus accumulated dividends 73,738
Total Redeemable Preferred Stock 69,356 73,738
SHAREHOLDERS (DEFICIT) EQUITY
Common stock, $.01 par value: authorized: 300,000 shares; issued
and outstanding: 510 (2009) and 101,253 (2008) 5 1,013
Class B stock, $.01 par value: authorized: 3,000 shares; issued and
outstanding: 292 (2009 and 2008) 3 3
Additional paid-in capital 10,561 293,120
Net unrealized gain 95) 267
Accumulated deficit (6,184) (497,548)
TOTAL SHAREHOLDERS EQUITY (DEFICIT) 4,290 (203,145)
TOTAL LIABILITIES, REDEEMABLE PREFERRED STOCK
AND SHAREHOLDERS EQUITY (DEFICIT) $ 347,056 205,088

See accompanying notes to consolidated financial statements

3
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NET REVENUE

Operating Costs
Depreciation and
Amortization

Corporate General and
Administrative Expenses
Goodwill Impairment
Restructuring Charges
Special Charges

OPERATING

(LOSS) INCOME
Interest Expense (Income)
Other Income

INCOME

(LOSS) BEFORE
INCOME TAX
INCOME TAX
(BENEFIT) EXPENSE

NET (LOSS) INCOME
NET (LOSS) INCOME

attributable to Common
Stockholders

Table of Contents
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WESTWOOD ONE, INC.
CONSOLIDATED STATEMENT OF OPERATIONS
(In thousands, except share and per share amounts)

Successor
Company

For the Period
April 24, 2009

$

to June 30,
2009

58,044
52,116
5,845
2,407

1,454
368

62,190

(4,146)
4,692
“)

(8,834)

(2,650)

(6,184)

(9,595)

(unaudited)

Predecessor Company

Three
Months Six Months
For the Period Ended For the Period Ended
April 1, 2009 January 1, 2009
to April 23, June 30, to April 23, June 30,
2009 2008 2009 2008
$ 25,607 $ 100,372  $ 111,474 $ 206,998
20,187 85,411 111,580 179,640
521 2,421 2,585 6,397
1,482 1,199 4,248 4,665
206,053 206,053
536 3,976
7,010 897 12,819 8,853
29,736 295,981 135,208 405,608
4,129) (195,609) (23,734) (198,610)
41) 4,352 3,222 9,751
(59) 43) (359) (85)
(4,029) (199,918) (26,596) (208,276)
(254) (174) (7,635) (3,194)
$ B3,775) $  (199,744) $ (18,961) $ (205,082)
$ 5,387) $ (199,932) $ (22,037) $ (205,270)



(LOSS) EARNINGS PER
SHARE

COMMON STOCK
BASIC

DILUTED

CLASS B STOCK
BASIC

DILUTED

WEIGHTED AVERAGE
SHARES
OUTSTANDING:
COMMON STOCK
BASIC

DILUTED

CLASS B STOCK *
BASIC

DILUTED

*  Reverse stock
split not
reflected in
total. Class B
Stock was
converted into
common stock
prior to
effectiveness of
reverse stock
split.
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$ (18.85)

$ (18.85)

509

509

292

292

See accompanying notes to consolidated financial statements

(10.67) $

(10.67) $

4

505

505

292

292

(396.69) $

(396.69) $

504

504

292

292

(43.64) $

(43.64) $

505

505

292

292

(431.24)

(431.24)

476

476

292

292
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WESTWOOD ONE, INC.

CONSOLIDATED STATEMENT OF CASH FLOWS
(In thousands, except share and per share amounts)

CASH FLOW FROM OPERATING
ACTIVITIES:

Net (loss)

Adjustments to reconcile net (loss) to net cash
provided by operating activities:

Depreciation and amortization

Goodwill impairment

Loss on disposal of property and equipment
Deferred taxes

Non-cash stock compensation

Amortization of deferred financing costs

Net change in assets and liabilities (net of effect
of Refinancing):

Net Cash (Used) By Operating Activities

CASH FLOW FROM INVESTING
ACTIVITIES:
Capital expenditures

Net Cash (Used) In Investing Activities

CASH FLOW FROM FINANCING
ACTIVITIES:

Issuance of common stock

Issuance of series A convertible preferred stock
and warrants

Issuance of series B converible preferred stock
Debt repayments

Payments of capital lease obligations

Proceeds from term loan

Deferred financing costs

Table of Contents

(unaudited)

Successor
Company

For the Period

April 24, 2009 to June
30, 2009

$ (6,184)

5,845
76
2,162
852

(17,078)

(14,327)

(1,546)

(1,546)

25,000
(25,000)
(152)

20,000

Predecessor
Company
For the Six Months
Period Ended
January 1,
2009 to
April 23,
2009 June 30, 2008
$  (18,961) $ (205,082)
2,585 6,397
206,053
188
(6,874) (7,196)
2,110 2,455
331 792
19,844 (8,261)
(777) (4,842)
(1,384) (6,078)
(1,384) (6,078)
22,750
74,178
(85,000)
(271) (343)
(1,537)
10
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Net Cash Provided (Used) in Financing
Activities 19,848 271) 10,048

NET INCREASE (DECREASE) IN CASH
AND CASH EQUIVALENTS 3,975 (2,432) (872)

CASH AND CASH EQUIVALENTS AT
BEGINNING OF PERIOD 4,005 6,437 6,187

CASH AND CASH EQUIVALENTS AT END
OF PERIOD $ 7,980 $ 4,005 $ 5,315

Supplemental disclosure of cash flow

information:

Non-cash financing activities (1)

Cancellation of long-term debt (2) 252,060
Issuance of new long-term debt (2) 117,500

(1) All of the Series A Preferred Stock was exchange for all of the Series A-1 Preferred Stock.
(2) 34,962 shares of the Series B Preferred Stock was issued to our lenders in exchange in part for the cancellation of
prior indebtedness.
See accompanying notes to consolidated financial statements
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Balance as of
December 31,
2008

Net loss
Comprehensive
income

Equity based
compensation
Issuance
common stock
under equity
based
compensation
plans

Issuance of
common stock
Preferred stock
accretion
Cancellations of
vested equity
grants

Ending Balance
as of April 23,
2009

Revalued Capital
Net loss

Table of Contents
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CONSOLIDATED STATEMENTS OF SHAREHOLDERS

Common Stock
Shares

101,253 $ 1,013

777

102,030 $ 1,020

Common
Stock

WESTWOOD ONE, INC

(In thousands, except per share amounts)
Predecessor Company

Class B
Stock

Additional

Paid-in

Amount ShareAmount Capital

EQUITY
Unrealized
Gain(Loss)
(Accumulated on Total
Deficit) Available Share-
for
Retained Sale holders
Earnings Securities Equity

Accumulated

Other
Compre-

hensive
(Loss)

292 $ 3 $293,120 $ (497,548) $ 267 $(203,145) $ (433,251)

2,110

(939)

(6,157)

(890)

(18,961)

219

(18,961)
219

2,110

(932)

(6,157)

(890)

(18,961)

219

292 $ 3 $287,244 $ (516,509) $ 486 $(227,756) $ (451,993)
Successor Company

Class B
Stock

Additional

Paid-in

Shares Amount Shares Amount Capital

510 5

292

3

2,256

(Accumulated
Deficit)

Retained
Earnings

(6,184)

Unrealized
Gain(Loss)
on
Available

for Sale
Securities

95)

Total
Share-

holders

Equity

2,264
(6,184)
95)

Accumulated

Other
Compre-

hensive
(Loss)

(6,184)
95)

12



Comprehensive
(loss)

Equity based
compensation
Issuance common
stock under equity
based
compensation
plans

Preferred stock
accretion
Cancellations of
vested equity
grants

Beneficial
conversion feature

Balance as of
June 30, 2009
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852

(19)

(2,979)

(59)

10,510

510 5 292 3 10,561 (6,184) 95)

See accompanying notes to consolidated financial statements

852

(19)

(2,979)

(59)

10,510

4,290

(6,279)

Table of Contents
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WESTWOOD ONE, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(in thousands, except per share amounts)
NOTE 1 Basis of Presentation:
In this report, Westwood One, = Company, registrant, we , us and our refer to Westwood One, Inc. The acco
unaudited consolidated financial statements have been prepared by us pursuant to the rules of the Securities and
Exchange Commission ( SEC ). These financial statements should be read in conjunction with the audited financial
statements and footnotes included in our Current Report on Form 8-K filed on June 22, 2009.
In the opinion of management, all adjustments, consisting of normal and recurring adjustments necessary for a fair
statement of the financial position, the results of operations and cash flows for the periods presented have been
recorded. The results of operations for the periods ended April 23, 2009 and June 30, 2009 are not necessarily
indicative of the operating results for a full fiscal year.
On April 23, 2009, we completed a refinancing of substantially all of our outstanding long-term indebtedness
(approximately $241,000 in principal amount) and a recapitalization of our equity (the Refinancing ). As part of the
Refinancing we entered into a Purchase Agreement (the Purchase Agreement ) with Gores Radio Holdings,
LLC(currently our ultimate parent) (together with certain related entities Gores ). In exchange for the then outstanding
shares of Series A Preferred Stock held by Gores, we issued 75,000 shares of 7.50% Series A-1 Convertible Preferred
Stock, par value $0.01 per share (the Series A-1 Preferred Stock ). In addition Gores purchased 25,000 shares of 8.0%
Series B Convertible Preferred Stock (the Series B Preferred Stock and together with the Series A-1 Preferred Stock,
the Preferred Stock ), for an aggregate purchase price of $25,000.
Additionally and simultaneously, we entered into a Securities Purchase Agreement ( Securities Purchase Agreement )
with: (1) holders of our then outstanding Senior Notes ( Old Notes ) both series of which were issued under the Note
Purchase Agreement, dated as of December 3, 2002 and (2) lenders under the Credit Agreement, dated as of March 3,
2004 (the Old Credit Agreement ). Gores purchased at a discount approximately $22,600 in principal amount of our
then existing debt held by debt holders who did not wish to participate in the New Senior Notes, which upon
completion of the Refinancing was exchanged for $10,797 of the New Senior Notes. Gores also agreed to guarantee
the Senior Credit Facility and a $10.0 million contractual commitment by one of our wholly owned subsidiaries.
Gores currently holds $10,891 (including PIK interest) of the New Senior Notes shown in the line item Due to Gores
on our balance sheet. Pursuant to the Securities Purchase Agreement, in consideration for releasing all of their
respective claims under the Senior Notes and the Old Credit Agreement, the participating debt holders collectively
received in exchange for their outstanding debt: (1) $117.5 million of new senior secured notes maturing July 15,
2012 (the New Senior Notes ); (2) 34,962 shares of Series B Preferred Stock, and (3) a one-time cash payment of
$25,000.
As a result of the Refinancing, Gores acquired approximately 75.1% of our equity (in preferred and common stock)
and our then existing lenders acquired approximately 23.0% of our equity (in preferred and common stock). We have
considered the ownership held by Gores and our existing debt holders as a collaborative group in accordance with
Emerging Issues Task Force D-97, Push Down Accounting . As a result, have followed the acquisition method of
accounting, as described by SFAS No. 141(revised 2007), Business Combinations ( SFAS 141R ), and have applied the
SEC rules and guidance regarding push down accounting treatment. Accordingly, our consolidated financial
statements and transactional records prior to the closing of the Refinancing reflect the historical accounting basis in
our assets and liabilities and are labeled predecessor company, while such records subsequent to the Refinancing are
labeled successor company and reflect the push down basis of accounting for the new fair values in our financial
statements. This is presented in our consolidated financial statements by a vertical black line division which appears
between the columns entitled predecessor company and successor company on the statements and relevant notes. The
black line signifies that the amounts shown for the periods prior to and subsequent to the Refinancing are not
comparable.
Based on the complex structure of the Refinancing described above, a valuation was performed to determine the
acquisition price using the Income Approach employing a Discounted Cash Flow (DCF) methodology. The DCF
method explicitly recognizes that the value of a business enterprise is equal to the present value of the cash flows that

Table of Contents 14
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are expected to be available for distribution to the equity and/or debt holders of a company. In the valuation of a
business enterprise, indications of value are developed by discounting future net cash flows available for distribution
to their present worth at a rate that reflects both the current return requirements of the market and the risk inherent in
the specific investment.
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WESTWOOD ONE, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(in thousands, except per share amounts)
We used a multi-year DCF model to derive a Total Invested Capital (TIC) value which was adjusted for cash,
non-operating assets and any negative net working capital to calculate a Business Enterprise Value (BEV) which was
then used to value our equity. In connection with the Income Approach portion of this exercise, we made the
following assumptions: (a) the discount rate was based on an average of a range of scenarios with rates between 15%
and 16%; (b) management s estimates of future performance of our operations and; (c) a terminal growth rate of 2%.
The discount rate and market growth rate reflect the risks associated with the general economic pressure impacting
both the economy in general and more specifically and substantially the advertising industry. All costs and
professional fees incurred as part of the Refinancing totaling approximately $15,777 have been expensed as special
charges in periods ended April 23, 2009 and prior (the predecessor company).
The allocation of Business Enterprise Value is as follows:

Current Assets $ 104,641
Goodwill 86,414
Intangibles 116,910
Property, Plant and Equipment, Net 36,270
Other Assets 21,913
Current Liabilities 81,160
Deferred Income Taxes 77,879
Due to Gores 10,797
Other Liabilities 10,458
Long-term Debt 106,703
Total Business Enterprise Value $ 79,151

We expect to finalize the valuation and complete the allocation of the Business Enterprise Value as soon as
practicable but no later than one year from the acquisition date.

The following unaudited pro forma financial summary for the three and six months ended June 30, 2008 and 2009
gives effect to the Refinancing, the resultant acquisition accounting and the conversion of all of the Series A-1
Preferred Stock and the Series B Preferred Stock to common stock and the effects of the 200:1 reverse stock split as if
each had been consummated on January 1, 2008 and January 1, 2009, respectively. The pro forma information does
not purport to be indicative of what the financial condition or results of operations would have been had the
Refinancing been completed on the applicable dates of the pro forma financial information.

Unaudited Pro Forma

Three Months ended June
30, Six Months ended June 30,
2009 2008 2009 2008
Revenue $ 83,651 $ 100,372 $ 169,518 $ 206,998
Net Loss (15,275) (209,013) (35,589) (222,258)
EPS $ 0.75) $ (10.29) $ (1.75) $ (10.94)
8
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WESTWOOD ONE, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(in thousands, except per share amounts)
In the 23-day period ended April 23, 2009, we determined that we had incorrectly recorded a credit to interest
expense, which should have been recorded in the three-month period ended March 31, 2009, for the settlement of an
amount owed to a former employee. We determined that this error was not significant to any prior period results and
accordingly reduced the 23-day period s interest expense by $754. Also in the period ended April 23, 2009, we
determined that we incorrectly calculated the accretion of our preferred shares to redemption value which should have
been recorded in the three-month period ended March 31, 2009. We determined that this error was not significant to
any prior results and does not affect our Net (Loss) Income. However, it does reduce the 23-day period s Net Loss
attributable to Common Stockholders by $1,262. We do not believe these adjustments are material to our current
period consolidated financial statements or to any prior period s consolidated financial statements. As a result, we have
not restated any prior period amounts.
NOTE 2 Earnings Per Share:
Prior to the Refinancing described in Note 1  Basis of Presentation, we had outstanding two classes of common stock
(common stock and Class B stock) and a class of preferred stock (7.5% Series A Convertible Preferred Stock, referred
to herein as the Series A Preferred Stock ). Both the Class B stock and the Series A Preferred Stock were convertible
into common stock. To the extent declared by our board of directors, the common stock was entitled to cash dividends
of at least ten percent higher than those declared and paid on our Class B stock, and the Series A Preferred Stock was
also entitled to receive such dividends on an as-converted basis if and when declared by the Board.
As described in more detail above, as part of the Refinancing, we issued Series A-1 Preferred Stock and Series B
Preferred Stock. To the extent declared by our board of directors, the Series A Preferred Stock and Series B Preferred
Stock were also entitled to receive such dividends on as as-converted basis if and when declared by the board of
directors. The Series A Preferred Stock, Series A-1 Preferred Stock and Series B Preferred Stock are considered
participating securities requiring use of the two-class method for the computation of basic net income (loss) per share
in accordance with EITF Issue No. 03-6, Participating Securities and the Two-Class Method under FASB Statement
No. 128, Earnings per Share ( EITF 03-06 ). Losses were not allocated to the Series A Preferred Stock, Series A-1
Preferred Stock or Series B Preferred Stock in the computation of basic earnings per share ( EPS ) as the Series A
Preferred Stock, Series A-1 Preferred Stock and the Series B Preferred Stock were not obligated to share in losses.
Diluted earnings per share is computed using the if-converted method.
Basic EPS excludes the effect of common stock equivalents and is computed using the two-class computation method,
which divides the sum of distributed earnings to common and Class B stockholders and undistributed earnings
allocated to common stockholders and preferred stockholders on a pro rata basis, after Series A Preferred Stock
dividends, by the weighted average number of shares of common stock outstanding during the period. Diluted
earnings per share reflects the potential dilution that could result if securities or other contracts to issue common stock
were exercised or converted into common stock. Diluted earnings per share assumes the exercise of stock options
using the treasury stock method and the conversion of Class B stock, Series A Preferred Stock, Series A-1 Preferred
Stock and Series B Preferred Stock using the if-converted method.
Common equivalent shares are excluded in periods in which they are anti-dilutive. Options, restricted stock, restricted
stock units, warrants (see Note 11  Equity Based Compensation) and Series A Preferred Stock were excluded from the
predecessor company calculations of diluted earnings per share because the conversion price, combined exercise price,
unamortized fair value and excess tax benefits were greater than the average market price of our common stock for the
periods presented. Options, restricted stock, restricted stock units, warrants, Series A-1 Preferred Stock and Series B
Preferred Stock were excluded from the successor company calculations of diluted earnings per share because the
conversion price, combined exercise price, unamortized fair value and excess tax benefits were greater than the
average market price of our common stock for the periods presented.
EPS calculations for all periods reflect the effects of the 200:1 reverse stock split (see Note 18 - Subsequent Events).
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Net (Losses) Income
Less: Accumulated
Preferred Stock dividends
and accretion

Less: distributed earnings
common stockholders
Less: distributed earnings
Class B stockholders

Undistributed earnings

Earnings
Basic
Distributed earnings to
common stockholders
Undistributed earnings
allocated to common
stockholders

Total Earnings
stock, basic

Diluted

Distributed earnings to
common stockholders
Distributed earnings to
Class B stockholders
Undistributed earnings
allocated to common
stockholders

Total Earnings
stock, diluted
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WESTWOOD ONE, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(in thousands, except per share amounts)

Successor
Company

For the Period
April 24, 2009
to June 30,
2009
$ (6,184)

(3.411)

to

to

$ (9,595)

common stock

(9,595)

common

$ (9,595)

(9,595)

common

$ (9,595)

For the
Period
April 1,
2009
to April
23,2009
$ 3,775

(1,612)

$  (5,387)

(5,387)

$ (5,387

(5,387)

$ (5,387

$

Predecessor Company

Three For the
Months Period
January 1,
Ended 2009
June 30, to April 23,
2008 2009
(199,744)  $ (18,961)
(188) (3,076)
(199,932) $ (22,037)
$
(199,932) (22,037)
(199,932) $ (22,037)
(199,932) (22,037)
(199,932) $ (22,037)

Six Months
Ended
June 30,
2008

$ (205,082)

(188)

$ (205,270)
$

(205,270)

$ (205,270)

(205,270)

$ (205,270)
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Weighted average
common shares
outstanding, basic
Share-based compensation
Warrants

Weighted average Class B
shares

Weighted average
common shares
outstanding, diluted

(Loss) Earnings per
common share, basic
Distributed earnings, basic
Undistributed earnings
basic

Total

(Loss) Earnings per
common share, diluted
Distributed earnings,
diluted

Undistributed earnings
diluted

Total

Earnings per share
Class B Stock

Basic

Distributed earnings to
Class B stockholders
Undistributed earnings
allocated to Class B
stockholders

Total Earnings Class B
Stock, basic

Diluted

Distributed earnings to
Class B stockholders
Undistributed earnings
allocated to Class B
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509

509
$

(18.85)

$ (18.85)
$

(18.85)

$ (18.85)
$
$
$

505

505

(10.67)

(10.67)

(10.67)

(10.67)

504

504

(396.69)

(396.69)

(396.69)

(396.69)

505

505

(43.64)

(43.64)

(43.64)

(43.64)

476

476

(431.24)

(431.24)

(431.24)

(431.24)
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stockholders

Total Earnings Class B
Stock, diluted

Weighted average Class B
shares outstanding, basic
Share-based compensation
Warrants

Weighted average Class B
shares outstanding,
diluted

Earnings per Class B
share, basic

Distributed earnings, basic
Undistributed earnings
basic

Total

Earnings per Class B
share, diluted
Distributed earnings,
diluted

Undistributed earnings
diluted

Total
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292 292 292 292

292 292 292 292

10

292

292
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WESTWOOD ONE, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(in thousands, except per share amounts)
NOTE 3 Related Party Transactions:
On March 3, 2008, we closed the new Master Agreement with CBS Radio, which documents a long-term arrangement
through March 31, 2017. As part of the new arrangement, CBS Radio agreed to broadcast certain of our local/regional
and national commercial inventory through March 31, 2017 in exchange for certain programming and/or cash
compensation. Additionally, the News Programming Agreement, the Technical Services Agreement and the
Trademark License Agreement were amended and restated and extended through March 31, 2017. The previous
Management Agreement and Representation Agreement were cancelled on March 3, 2008 and $16,300 of
compensation previously paid to CBS Radio under those agreements, was added to the maximum potential
compensation CBS Radio affiliate stations could earn pursuant to their affiliations with us. In addition, all warrants
previously granted to CBS Radio were cancelled on March 3, 2008.
We incurred the following expenses relating to transactions with CBS Radio and/or its affiliates:

Successor
Company Predecessor Company
For the Three For the
For the Period Period Months Period Six Months
April 1, January 1,
April 24, 2009 2009 Ended 2009 Ended
to June 30, to April June 30, to April 23, June 30,
2009 23, 2009 2008 2009 2008
Representation Agreement 2,583
News Agreement 2,502 859 3,247 4,107 6,362
Programming and Affiliate
Arrangements 9,689 4,112 15,198 20,884 27,375
Consulting Fees 296 804 2,517
Management Agreement
(excluding warrant amortization) 610
Warrant Amortization 1,618
Payment upon closing of Master
Agreement 5,000
12,487 5,775 18,445 27,508 43,548

Expenses incurred for the Representation Agreement and programming and affiliate arrangements are included as a
component of operating costs in the accompanying Consolidated Statement of Operations. Expenses incurred for the
Management Agreement (excluding warrant amortization) and amortization of the warrants granted to CBS Radio
under the Management Agreement are included as a component of corporate general and administrative expenses and
depreciation and amortization, respectively, in the accompanying Consolidated Statement of Operations. The expense
incurred upon closing of the Master Agreement is included as a component of special charges in the accompanying
Consolidated Statement of Operations. The description and amounts regarding related party transactions set forth in
these consolidated financial statements and related notes, also reflect transactions between us and Viacom. Viacom is
an affiliate of CBS Radio, as National Amusements, Inc. beneficially owns a majority of the voting power of all
classes of common stock of each of CBS Corporation and Viacom. As a result of the Charter Amendments approved
on August 3, 2009, CBS Radio which previously owned approximately 15.8% of our common stock, now owns less
than 1% of our common stock. As a result of this change in ownership and the fact that CBS Radio ceased to manage
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us in March 2008, we no longer consider CBS Radio to be a related party effective as of August 3, 2009.

11
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(in thousands, except per share amounts)
Gores Radio Holdings
We have a related party relationship with Gores. As a result of our Refinancing, Gores created a holding company
which owns approximately 75.1% of our equity and is our ultimate parent company. Gores currently also holds
$10,891(including PIK interest) of our New Senior Notes as a result of purchasing debt from certain of our former
debt holders who did not wish to participate in the issuance of the New Senior Notes on April 23, 2009 in connection
with our Refinancing. Such debt is classified as Due to Gores on our balance sheet.
We recorded fees related to consultancy and advisory services rendered by Gores and Glendon Partners, an operating
group associated with Gores as follows:

Successor
Company Predecessor Company
For the Three Six
For the Period Period Months For the Period  Months
April 1, January 1,
April 24, 2009 2009 Ended 2009 Ended
to April June 30, to April 23, June 30,
to June 30, 2009 23,2009 2008 2009 2008
Consultancy and Advisory Fees 470 1,533
Gores Radio Holdings, LLC 230 230
Glendon Partners Fees 296 104 754
296 804 2,517

POP Radio
We also have a related party relationship, including a sales representation agreement, with our investee, POP Radio,
L.P. We recorded fees as follows:

Successor
Company Predecessor Company
For the Three For the
For the Period Period Months Period Six Months
April 1, January 1,
April 24,2009 2009 Ended 2009 Ended
to April June 30, to April 23, June 30,
to June 30, 2009 23, 2009 2008 2009 2008
Program commission expense 248 85 453 416 1,180
248 85 453 416 1,180
Related Party Expense by Category:
Successor
Company Predecessor Company
For the Period For the Period  Six Months
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Operating Costs
Depreciation and
Amortization
Corporate, General and
Administrative

Special Charges

Edgar Filing: WESTWOOD ONE INC /DE/ - Form 10-Q

April 24, 2009
to June 30, 2009

12,191

296

12,487

For the
Period
April 1,
2009
to April
23,2009

4,971

804

5,775

12

Three
Months

Ended
June 30,
2008

18,445

18,445

January 1, 2009
to April 23,
2009

24,991

2,517

27,508

Ended
June 30,
2008
36,320
1,618

610
5,000

43,548
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(in thousands, except per share amounts)

NOTE 4 Property and Equipment:

Property and equipment is recorded at cost and is summarized as follows:

Successor Predecessor
Company Company
June 30, 2009 December 31, 2008
2009 2008
Land, buildings and improvements $ 18,397 $ 11,999
Recording, broadcasting and studio equipment 73,761 75,907
Furniture, equipment and other 18,116 18,445
$ 110,274 $ 106,351
Less: Accumulated depreciation 73,917 75,934
Property and equipment, net $ 36,357  $ 30,417
Depreciation expense is recorded as follows:
Successor
Company Predecessor Company
For the Three For the
For the Period Period Months Period Six Months
April 1, January 1,
April 24, 2009 2009 Ended 2009 Ended
to April June 30, to April 23, June 30,
to June 30, 2009 23,2009 2008 2009 2008
Depreciation Expense 1,322 474 2,225 2,354 4,388
1,322 474 2,225 2,354 4,388

In 2001, we entered into a capital lease for satellite transponders totaling $6,723. Accumulated amortization related to
the capital lease was $5,294 for the period ended June 30, 2009 and $4,949 for the period ended December 31, 2008.
NOTE S Goodwill

Goodwill represents the excess of cost over fair value of net assets of businesses acquired. In accordance with
Statement of Financial Accounting Standards No. 142 Goodwill and Other Intangible Assets ( SFAS 142 ), the value
assigned to goodwill and indefinite lived intangible assets is not amortized to expense, but rather the estimated fair
value of the reporting unit is compared to its carrying amount on at least an annual basis to determine if there is a
potential impairment. If the fair value of the reporting unit is less than its carrying value, an impairment loss is
recorded to the extent that the implied fair value of the reporting unit goodwill and intangible assets is less than their
carrying value.

Prior to the fourth quarter 2008, we operated as a single reportable operating segment: the sale of commercial time. As
part of our Metro re-engineering initiative implemented in the fourth quarter of 2008, we installed separate
management for the Network and Metro Traffic businesses in order to provide discrete financial information and
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management oversight. Accordingly, we have determined that each business is an operating segment. A reporting unit
is the operating segment or a business which is one level below the operating segment. Our reporting units are
consistent with our operating segments and impairment is assessed at this level.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(in thousands, except per share amounts)

As a result of the Refinancing described in Note 1  Basis of Presentation, we have followed the acquisition method of
accounting, as described by SFAS 141R. Accordingly, we have revalued our assets and liabilities using our best
estimate of current fair value. The majority of goodwill is not expected to be tax deductible. The increase in the value
of goodwill is primarily attributable to deferred taxes associated with the fair value of our intangible assets (see Note 6

Intangibles) and deferred taxes arising from the cancellation of our prior indebtedness. The value assigned to
goodwill is not amortized but rather the estimated fair value of the reporting unit is compared to its carrying amount
on at least an annual basis to determine if there is a potential impairment. If the fair value of the reporting unit is less
than its carrying value, an impairment loss is recorded to the extent that the implied fair value of the reporting unit s
goodwill and intangible assets is less than its carrying value. Our consolidated financial statements prior to the closing
of the Refinancing reflect the historical accounting basis in our assets and liabilities and are labeled predecessor
company, while the periods subsequent to the Refinancing are labeled successor company and reflect the push down
basis of accounting for the fair values which were allocated to our segments based on the Business Enterprise Value of
each. The fair values in our financial statements including goodwill as presented in the table below.
On an annual basis and upon the occurrence of certain events, we are required to perform impairment tests on our
identified intangible assets with indefinite lives, including goodwill, which testing could impact the value of our
business.

Total Metro Network
Predecessor Company 33,988 23,792 10,196
Goodwill, April 23, 2009 $ 33,988 $ 23,792 $ 10,196
Successor Company 86,414 61,354 25,060
Goodwill, June 30, 2009 $ 86,414 $ 61,354 $ 25,060

NOTE 6 Intangibles
In accordance with SFAS 141R which is applicable to the Refinancing described in Note 1 ~ Basis of Presentation, we

have revalued our intangibles using our best estimate of current fair value. The value assigned to indefinite lived
intangible assets, our trademark, is not amortized to expense but tested at least annually for impairment or upon a
triggering event. Our identified definite lived intangible assets are: our relationship with radio and television affiliates,
or other distribution partners from which we obtain commercial airtime we sell to advertisers; internally developed
software for systems unique to our business; contracts which provide information and talent for our programming; real
estate leases; and insertion order commitments from advertisers. The values assigned to definite lived assets are
amortized over their estimated useful life using, where applicable, contract completion dates, lease expiration dates,
historical data on affiliate relationships and software usage. On an annual basis and upon the occurrence of certain
events, we are required to perform impairment tests on our identified intangible assets with indefinite lives, including
goodwill, which testing could impact the value of our business.

14
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Successor
Company Predecessor Company
For the Three For the Six
For the Period Period Months Period Months
April 1, January 1,
Estimated  April 24, 2009 2009 Ended 2009 Ended
to
April
to June 30, 23, June 30, to April 23, June 30,
Life 2009 2009 2008 2009 2008

Trademarks Indefinite 20,900
Affiliate Relationships 10 years 72,100 2,477 3,211 2,661 3,395
Internally Developed 5 years
Software 5,600
Client Contracts 5 years 8,930
Leases 7 years 980
Insertion Orders 9 months 8,400
Opening Balance 116,910 2,477 3,211 2,661 3,395
Amortization Expense 4,878 47 184 231 368
Ending Balance 112,032 2,430 3,027 2,430 3,027

NOTE 7 _Acquisitions and Investments:
Trafficl.and

On December 22, 2008, Metro Networks Communications, Inc. entered into a License and Services Agreement with
TrafficLand (the License Agreement ) which provides us with a three-year license to market and distribute TrafficL.and
services and products. Concurrent with the execution of the License Agreement, Westwood One, Inc. (Metro s parent),
TLAC, Inc. (a wholly-owned subsidiary of Westwood formed for such purpose) and TrafficLand entered into an
option agreement with TrafficLand granting us the right to acquire 100% of the stock of TrafficLand pursuant to the
terms of a Merger Agreement which the parties have negotiated and placed in escrow. As a result of payments
previously made under the License Agreement, we have the right to cause the Merger Agreement to be released from
escrow at any time on or prior to December 1, 2009 (such date has been extended from the original date of March 31,
2009). The Merger Agreement if released, would remain subject to closing conditions, including the consent of our
lenders. Upon consummation of the closing of the merger, the License Agreement would terminate.

As TrafficLand qualifies as a variable interest entity, we have considered qualitative and quantitative factors to
determine if we are the primary beneficiary pursuant to FIN 46(R) of this variable interest entity. In connection with
the TrafficLand arrangement, as of June 30, 2009, we did not hold an equity interest or a debt interest in the variable
interest entity, and we did not absorb a majority of the expected losses or residual returns. Therefore, we do not
qualify as the primary beneficiary and, accordingly, we have not consolidated TrafficLand.
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NOTE 8 Debt:

On April 23, 2009, we completed the Refinancing of our outstanding long-term indebtedness and the recapitalization
of our equity with our existing lenders and Gores (see Note 1  Basis of Presentation) and entered into a Securities
Purchase Agreement with: (1) holders of our Old Notes, the two series of which were issued under the Note Purchase
Agreement, dated as of December 3, 2002 and (2) certain participating lenders under the Old Credit Agreement, dated
as of March 3, 2004. ). Gores purchased at a discount approximately $22,600 in principal amount of our then existing
debt held by debt holders who did not wish to participate in the New Senior Notes which upon completion of the
Refinancing was exchanged for $10,797 of the New Secured Notes which is classified on our balance sheet as Due to
Gores. Pursuant to the Securities Purchase Agreement, in consideration for releasing all of their respective claims
under the Senior Notes and the Old Credit Agreement, the debt holders collectively received

15
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(in thousands, except per share amounts)
in exchange for their then outstanding debt: (1) $117,500 of New Senior Notes; (2) 34,962 shares of Series B
Preferred Stock and (3) a one-time cash payment of $25,000. We also entered into a senior credit facility pursuant to
which we have a $15,000 revolving line of credit (which includes a $1,500 letter of credit sub-facility) on a senior
unsecured basis and a $20,000 unsecured non-amortizing term loan (collectively, the Senior Credit Facility ), the
obligations in respect of which are subordinated to obligations in respect of the New Senior Notes. As of June 30,
2009, we had borrowed the entire amount under the term loan but had not borrowed under the revolving line of credit.
As of December 31, 2008, prior to the refinancing of our debt on April 23, 2009, our debt consisted of an unsecured,
five-year $120,000 term loan and a five-year $75,000 revolving credit facility. Interest on the facility was variable and
payable at a maximum of the prime rate plus an applicable margin of up to 0.75% or LIBOR plus an applicable
margin of up to 1.75%, at our option. The facility contained covenants relating to dividends, liens, indebtedness,
capital expenditures and restricted payments, as defined, interest coverage and leverage ratios. As a result of an
amendment to our facility in the first quarter of 2008, we provided security to our lenders (including holders of our
Old Notes) on substantially all of our assets and amended our allowable total debt covenant to 4.0 times Annualized
Consolidated Operating Cash Flow through the remaining term of the facility.
Prior to April 23, 2009, we also had $200,000 in Old Notes which we issued on December 3, 2002, which consisted
of: 5.26% Senior Notes due November 30, 2012 (in an aggregate principal amount of $150,000) and 4.64% Senior
Notes due November 30, 2009 (in an aggregate principal amount of $50,000). Interest on the Old Notes was payable
semi-annually in May and November. The Old Notes contained covenants relating to leverage and interest coverage
ratios that were identical to those contained in our facility.
At December 31, 2008, we had approximately $9,000 outstanding under our revolving credit facility and $32,000
outstanding under the term loan. In the fourth quarter of 2008, we did not make a semi-annual interest payment on our
Old Notes and the amount of the unpaid interest is included in the debt balance at December 31, 2008.
The following table summarizes our debt:

Successor Predecessor
Company Company
June 30, 2009 December 31, 2008
Revolving Credit Facility/Term Loan $ 20,000(1) $ 41,000
4.64% Senior Notes due on November 30, 2009 51,475
15.0% Senior Secured Notes due on July 15, 2012 108,078(2)
Due to Gores due on July 15, 2012 10,891(2)
5.26% Senior Notes due on November 30, 2012 154,503
Deferred Derivative Gain 2,075
$ 138,969 $ 249,053

(1) Interest rate of
7.0% on Term
Loan.

(2) Includes 5.0%
PIK interest
which accrues
on a quarterly
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basis

Our Senior Credit Facility and New Senior Notes require us to comply with certain financial and operational
covenants. These covenants include, without limitation: restrictions on our ability to incur debt, incur liens, make
investments, make capital expenditures, consummate acquisitions, pay dividends, sell assets and enter into mergers
and similar transactions, and a maximum senior leverage ratio expressed as the principal amount of the New Senior
Notes divided by our consolidated Adjusted EBITDA (defined as operating income (loss) from our Statement of
Operations adjusted to exclude: depreciation and amortization, stock-based stock compensation, special charges and
goodwill impairment and certain other income and expense amounts). This financial covenant is measured every
quarter beginning on December 31, 2009 on a trailing, four-quarter basis. The covenant is 6.25 to 1.0 on
December 31, 2009 and declines on a quarterly basis thereafter, including to a 4.5 to 1.0 ratio on December 31, 2010
and a 3.5 to 1.0 ratio on December 31, 2011. Failure to comply with these covenants would result in a default under
our Senior Credit Facility and New Senior Notes.

16
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(in thousands, except per share amounts)
Gores, our ultimate parent company as a result of the Refinancing, currently holds $10,891 (including PIK interest) of
our New Senior Notes because it purchased debt from certain of our former debt holders who did not wish to
participate in the issuance of the New Senior Notes in connection with our Refinancing. The debt is classified as Due
to Gores on our balance sheet.
We determined that in the 23-day period ended April 23, 2009, we incorrectly recorded a credit to interest expense,
which should have been recorded in the first quarter, for the settlement of an amount owed to a former employee. We
determined that this error was not significant to any prior period results and accordingly reduced the 23-day period s
interest expense by $754. We do not believe this adjustment is material to our Consolidated Financial Statements for
the 23-day period ended April 23, 2009 or to any prior period s Consolidated Financial Statements. As a result, we
have not restated any prior period amounts.
Our weighted average interest rate is as follows:

Successor
Company Predecessor Company
For the Three For the Six
For the Period Period Months Period Months
April 1, January 1,
April 24, 2009 2009 Ended 2009 Ended
to June 30, to April June 30, to April 23, June 30,
2009 23,2009 2008 2009 2008
Weighted Average Interest Rate 13.0% 4.2% 3.8% 6.6% 5.2%

NOTE 9 _Fair Value Measurements:

Fair Value of Financial Instruments

Our financial instruments include cash, cash equivalents, receivables, accounts payable, borrowings and interest rate
contracts. At June 30, 2009 and December 31, 2008, the fair values of cash and cash equivalents, receivables and
accounts payable approximated carrying values because of the short-term nature of these instruments. In 2009 the
estimated fair value of the borrowings was based on the appraised value at the Refinancing. In 2008, the estimated fair
values of the borrowings were valued based on the then current agreement in principle related to the Refinancing:

June 30, 2009 December 31, 2008
Carrying Fair Carrying Fair
Amount Value Amount Value
Borrowings (Short and Long Term) 138,969 137,500 249,053 158,100
Series A Preferred Stock 75,000 50,000
Series A-1 Preferred Stock 38,880 43,071
Series B Preferred Stock 30,476 33,817

17
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Statement of Financial Accounting Standard No. 157, Fair Value Measurements ( SFAS 157 ) establishes a common
definition of fair value to be applied to U.S. generally accepted accounting principles ( GAAP ) which requires the use
of fair value, establishes a framework for measuring fair value and expands disclosure about such fair value
measurements. SFAS 157 is effective for fiscal years beginning after November 15, 2007.
There was no change recorded in our opening balance of Retained Earnings as of January 1, 2009 as we did not have
any financial instruments requiring retroactive application per the provisions of SFAS 157.
We endeavor to utilize the best available information in measuring fair value. Financial assets and liabilities are
classified in their entirety based on the lowest level of input that is significant to the fair value measurement.
Fair Value Hierarchy
SFAS 157 specifies a hierarchy of valuation techniques based upon whether the inputs to those valuation techniques
reflect assumptions other market participants would use based upon market data obtained from independent sources
(observable inputs) or reflect our own assumptions of market participant valuation (unobservable inputs). In
accordance with SFAS 157, these two types of inputs have created the following fair value hierarchy:

Level 1 Quoted prices in active markets that are unadjusted and accessible at the measurement date for

identical, unrestricted assets or liabilities;

Level 2 Quoted prices for identical assets and liabilities in markets that are not active, quoted prices for
similar assets and liabilities in active markets or financial instruments for which significant inputs are
observable, either directly or indirectly;

Level 3  Prices or valuations that require inputs that are both significant to the fair value measurement and

unobservable.
SFAS 157 requires the use of observable market data if such data is available without undue cost and effort.

18
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Items Measured at Fair Value on a Recurring Basis
The following table sets forth our financial assets and liabilities that were accounted for, at fair value on a recurring
basis as of June 30, 2009:

Level 1 Level 2 Level 3
Assets:
Investments $ 634 $ $
Total Assets $ 634 $ $

NOTE 10 Shareholders Equity and Preferred Stock:
On each of March 3, 2008 and March 24, 2008, respectively, we closed the sale and issuance of 7,143 shares (14,286

shares in the aggregate) of our common stock to Gores at a price of $1.75 per share for an aggregate purchase amount
of $25,000 less issuance costs of $2,250.

On June 19, 2008, we completed a $75,000 private placement to Gores of our Series A Preferred Stock with an initial
conversion price of $3.00 per share and four-year warrants to purchase an aggregate of 10,000 shares of our common
stock in three, approximately equal tranches with exercise prices of $5.00, $6.00 and $7.00 per share.

On April 23, 2009, we entered into a Purchase Agreement with Gores pursuant to which Gores purchased 25,000
shares of Series B Preferred Stock for an aggregate purchase price of $25,000. In exchange for the then outstanding
shares of Series A Preferred Stock held by Gores, we issued 75,000 shares of Series A-1 Preferred Stock. On April 23,
2009, we also closed the refinancing of our outstanding debt whereby participating debt holders exchanged their
outstanding debt for: (1) $117,500 of New Senior Notes, (2) 34,962 shares of Series B Preferred Stock and (3) a
one-time cash payment of $25,000.

On July 9, 2009, Gores converted three thousand five hundred shares of Series A-1 Preferred Stock into 103,513
shares of common stock (without taking into account the reverse stock split). Also on July 9, 2009, pursuant to the
terms of our Certificate of Incorporation, the 292 outstanding shares of our Class B stock were automatically
converted into 292 shares of common stock (without taking into account the reverse stock split) because as a result of
such conversion by Gores, the voting power of the Class B stock, as a group, fell below ten percent of the aggregate
voting power of issued and outstanding shares of common stock and Class B stock.

On August 3, 2009 at a special meeting of stockholders (see Note 18  Subsequent Events), certain amendments to our
Certification of Incorporation (also referred to herein as our Charter) were approved by our stockholders. Such
amendments consisted of an increase in the number of authorized shares of our common stock from 300,000 to
5,000,000 and a two hundred to one (200:1) reverse stock split which was approved and effective on August 3, 2009.
Accordingly, the reverse stock split has been reflected retrospectively in EPS for all periods herein. As contemplated
by the terms of our Refinancing, the outstanding shares of Series A-1 Preferred Stock and Series B Preferred Stock
were converted into shares of our common stock pursuant to the terms of the Certifications of Designation for the
Series A-1 Preferred Stock and Series B Preferred Stock.

In accordance with Emerging Issues Task Force (EITF) D-98, the Series A Preferred Stock is required to be classified
as mezzanine equity because a change of control of the Company could occur without our approval. Accordingly, the
redemption of the Series A Preferred Stock is not solely under our control. We have determined that such redemption
is probable and have, accordingly, accreted up to the redemption value of the Series A Preferred Stock.

In accordance with EITF D-98, the Series A-1 Preferred Stock and Series B Preferred Stock is also required to be
classified as mezzanine equity because the redemption of these instruments is outside our control. We have recorded
the Preferred Stock at fair value as of the date of issuance and have subsequently accreted changes in the redemption
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value from the date of issuance to the earliest redemption date using the interest method.
On March 16, 2009, we were delisted from the NYSE and since that date have traded over-the-counter on the OTC

Bulletin Board. On August 5, 2009, our ticker symbol changed to WWOZ.OB in connection with our reverse stock
split.
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NOTE 11 _Equity-Based Compensation:
Equity Compensation Activity
We awarded 75 shares of common stock to certain employees in the period January 1, 2009 to April 23, 2009. The
awards have restriction periods tied solely to employment and vest over three years. The cost of common stock
awards, which is determined to be the fair market value of the shares on the date of grant net of estimated forfeitures,
is expensed ratably over the related vesting period.
Our common stock activity is as follows:

Weighted
Average
Shares Price
Predecessor Company
Unvested at December 31, 2008 7,000 $ 7.58
Granted January 1 to April 23, 2009 75 0.06
Forfeited January 1 to April 23, 2009 (667) 9.3

Unvested at April 23, 2009 6,408 7.32

Successor Company

Unvested at April 24, 2009
Granted April 24 to June 30, 2009
Forfeited April 24 to June 30, 2009

6,408 $ 7.32
(232) 3.39
Unvested at June 30, 2009 6,176 7.47

Stock based compensation expense is recorded as follows:

Successor
Company Predecessor Company
For the Three For the
For the Period Period Months Period Six Months
April 1, January 1,
April 24, 2009 2009 Ended 2009 Ended
to June 30, to April June 30, to April 23, June 30,
2009 23,2009 2008 2009 2008
Operating Costs 732 218 1,217 1,136 2,371
General and Administrative
Expense 120 540 (885) 974 84
Total Stock Compensation
Expense 852 758 332 2,110 2,455
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Common equivalent shares outstanding are as follows:

Successor Predecessor
Company Company
June 30, December 31,
2009 2008
Options 6,176 7,000
Restricted Stock 179 364
Restricted Stock Units 440 1,216
Warrants 10,000 10,000
16,795 18,580

The per share exercise price of the options excluded were $0.05  $38.34 for the six months ended June 30, 2009 and
the twelve months ended December 31, 2008, respectively.

On April 23, 2009, pursuant to a board of directors resolution, equity compensation awarded to directors who resigned
in connection with the terms of the Refinancing accelerated and vested in full. In connection with this acceleration, we
recorded stock based compensation expense of $514.

On June 19, 2008, warrants to purchase up to 10,000 shares were issued to Gores. The per share prices of the Gores
warrants excluded were $5.00  $7.00. Effective August 3, 2009, when the Charter Amendments were approved, these
warrants were cancelled.

NOTE 12 Other Income/(1.0ss):

Successor
Company Predecessor Company
For the Three
For the Period Period Months For the Period Six Months
April 1, January 1,
April 24,2009 2009 Ended 2009 Ended
to April June 30, to April 23, June 30,
to June 30, 2009 23,2009 2008 2009 2008
Other Income 4 59 43 359 85

NOTE 13 Comprehensive Income (Loss):

Comprehensive income (loss) reflects the change in equity of a business enterprise during a period from transactions
and other events and circumstances from non-owner sources. Our comprehensive net income (loss) represents net
income or loss adjusted for unrealized gains or losses on available for sale securities. Comprehensive income (loss) is
as follows:

Successor
Company Predecessor Company
For the Three For the
For the Period Period Months Period Six Months
April 1, January 1,
April 24, 2009 2009 Ended 2009 Ended
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to June 30, to April June 30, to April 23, June 30,
2009 23,2009 2008 2009 2008
Net (loss) Income $ 6,184) $ (3,775 $ (199,744) $ (18,961) $ (205,082)
Unrealized gain (loss) on
marketable securities, net of
income taxes 95) 85 48 219 2,596
Comprehensive
(loss) Income $ (6,279) $ (3,690) $ (199,696) $ (18,742) $ (202,486)
21

Table of Contents 40



Edgar Filing: WESTWOOD ONE INC /DE/ - Form 10-Q

Table of Contents

WESTWOOD ONE, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(in thousands, except per share amounts)
NOTE 14 Income Taxes:
We use the asset and liability method of financial accounting and reporting for income taxes required by Statement of
Financial Accounting Standards No. 109 Accounting for Income Taxes ( SFAS 109 ). Under SFAS 109, deferred
income taxes reflect the tax impact of temporary differences between the amount of assets and liabilities recognized
for financial reporting purposes and the amounts recognized for tax purposes.
We classified interest expense and penalties related to unrecognized tax benefits as income tax expense in accordance
with Financial Accounting Standards Board Interpretation No. 48, Accounting for Uncertainty in Income Taxes- an
interpretation of FASB Statement No. 109 ( FIN 48 ). FIN 48 clarifies the accounting for uncertainty in income taxes
recognized in an enterprise s financial statements in accordance with SFAS 109 and prescribes a recognition threshold
and measurement attribute for the financial statement recognition and measurement of a tax position taken or expected
to be taken in a tax return. The evaluation of a tax position in accordance with this interpretation is a two-step process.
The first step is recognition, in which the enterprise determines whether it is more likely than not that a tax position
will be sustained upon examination, including resolution of any related appeals or litigation processes, based on the
technical merits of the position. The second step is measurement. A tax position that meets the more likely than not
recognition threshold is measured to determine the amount of benefit to recognize in the financial statements.
We determined, based upon the weight of available evidence, that it is more likely than not that our deferred tax asset
will be realized. We have experienced a long history of taxable income which would enable us to carryback any
potential future net operating losses and taxable temporary differences that can be used as a source of income. As
such, no valuation allowance was recorded for the six months ended June 30, 2009 or 2008. We will continue to
assess the need for a valuation allowance at each future reporting period.
As part of our compliance with acquisition accounting, being followed as of April 24, 2009, we have recorded a
deferred tax liability which represents the fair value adjustment for book purposes of intangibles as well as plant,
property and equipment.
In accordance with the provisions of the Internal Revenue Code, we are planning to make an election to defer the
inclusion of cancellation of indebtedness income, which arose as part or our Refinancing, ratably over a five-year
period beginning in 2014. We are still evaluating the facts and circumstances surrounding this election and may
choose instead to exclude such income under the insolvency exception provision of the Internal Revenue Code;
however, the election to defer income is the most likely approach we will take based on our understanding of facts and
circumstances at this time. A deferred tax liability has been recorded as a part of acquisition accounting to reflect the
future taxable income to be recognized relating to the cancellation of indebtedness income.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(in thousands, except per share amounts)
NOTE 15 Restructuring Charges:
In the third quarter of 2008, we announced a plan to restructure the traffic operations of the Metro Traffic business
(commonly referred to by us as the Metro re-engineering) and to implement other cost reductions. The re-engineering
entailed reducing the number of our Metro Traffic operational hubs from 60 to 13 regional centers and produced
meaningful reductions in labor expense, aviation expense, station compensation, program commissions and rent.
The Metro re-engineering initiative began in the second half of 2008 and has continued in 2009. In the first half of
2009 we also undertook additional reductions in our workforce and terminated certain contracts. In connection with
the Metro re-engineering and the other cost reduction initiatives, we recorded $14,100 and $5,429 of restructuring
charges in the second half of 2008 and in the six months ended June 30, 2009, respectively. The total accumulated
charges are $19,529, and the balance at June 30, 2009 is $8,481.
The restructuring activity follows:

Facilities
Severance Consolidation Contract
Termination Related Termination
Costs Costs Costs Total
Acitivty Thru December 31, 2008
Charges 6,765 831 6,504 14,100
Payments (3,487) 41) (1,108) (4,636)
Non-Cash utilization (80) (1,600) (1,680)
Balance at December 31, 2008 3,198 790 3,796 7,784
Charges from January 1 to March 31, 2009 1,658 1,781 3,439
Charges from April 1 to April 23, 2009 536 536
Charges from April 24 to June 30, 2009 372 1,082 1,454
Payments 2,971) (361) (1,400) 4,732)
Non-Cash utilization
Balance at June 30, 2009 2,257 3,828 2,396 8,481
Accumulated Charges 8,795 4,230 6,504 19,529
Accumulated Payments (6,458) (402) (2,508) (9,368)
Accumulated Non-Cash utilization (80) (1,600) (1,680)
Balance at June 30, 2009 2,257 3,828 2,396 8,481

Restructuring charges have been recorded in accordance with SFAS No. 146, Accounting for the Costs Associated
with Exit or Disposal Activities ( SFAS 146 ) and SFAS No. 88, Employer s Accounting for Settlements and
Curtailments of Defined Benefit Pension Plans and for Termination Benefit ( SFAS 88 ). We account for one-time
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termination benefits, contract terminations, asset write-offs and/or costs to terminate lease obligations less assumed
sublease income in accordance with SFAS 146, which addresses financial accounting and reporting for costs
associated with restructuring activities. Under SFAS 146, we establish a liability for a cost associated with an exit or
disposal activity, including severance and lease termination obligations and other related costs, when the liability is
incurred, rather than at the date that we commit to an exit plan.

We made certain estimates in determining the restructuring charges indicated above. These estimates may vary from
actual costs depending, in part, upon factors that may be beyond our control. We will continue to review the status of
our restructuring obligations and, if appropriate, record changes to these obligations based on management s most
current estimates.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(in thousands, except per share amounts)

NOTE 16 Special Charges:
The special charges line item on the Consolidated Statement of Operations is comprised of the following:

Successor
Company Predecessor Company
For the Three
For the Period Period Months For the Period Six Months
April 1, January 1,
April 24, 2009 2009 Ended 2009 Ended
to June 30, to April June 30, to April 23, June 30,
2009 23,2009 2008 2009 2008
Professional fees related to
the new CBS arrangement 206 3,162
Closing payment to CBS
related to cancelling the
previous CBS agreement 5,000
Regionalization costs 72 25 120
Fees related to the
Refinancing 296 6,985 691 12,699 691
$ 368 $ 7,010 $ 897 % 12,819  $ 8,853

Fees related to the Refinancing include transaction fees and expenses related to negotiation of the definitive
documentation, including the fees of various legal and financial advisors for the constituents involved in the
Refinancing (e.g. Westwood One, Gores, Glendon Partners, the banks, noteholders and the lenders of the new Senior
Credit Facility) and other professional fees. Regionalization costs are expenses related to reducing the number of our
Metro Traffic operational hubs from 60 to 13 regional centers.

NOTE 17 _Segment Information:

We established a new organizational structure in the fourth quarter of 2008, pursuant to which we manage and report
our business in two operating segments: Network and Metro Traffic. We evaluated segment performance based on
segment revenue and segment operating (loss)/income. Administrative functions such as finance, human resources and
information systems are centralized. However, where applicable, portions of the administrative function costs are
allocated between the operating segments. The operating segments do not share programming or report distribution. In
the event any materials and/or services are provided to one operating segment by the other, the transaction is valued at
fair market value. Operating costs and total assets are captured discretely within each segment. Previously reported
results of operations are presented to reflect these changes.

Revenue, segment operating (loss)/income, depreciation, unusual items, capital expenditures and identifiable assets
are summarized below according to these segments for the periods indicated. This change did not impact the total
consolidated results of operations. We continue to report certain administrative activities under corporate. We are
domiciled in the United States with limited international operations comprising less than one percent of our revenue.
No one customer represented more than 10% of our consolidated revenue.

Our Network business produces and distributes regularly scheduled and special syndicated programs, including
exclusive live concerts, music and interview shows, national music countdowns, lifestyle short features, news
broadcasts, talk programs, sporting events and sports features.
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Our Metro Traffic business provides traffic reports and local news, weather and sports information programming to
radio and television affiliates and their websites.
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Net Revenue
Network
Metro/Traffic

Total Net Revenue

Segment Operating (Loss)
Income

Network

Metro/Traffic

Total Segment Operating
(Loss) Income

Corporate Expenses
Restructuring and Special
Charges

Goodwill Impairment

Operating (Loss) Income
Interest Expense (Income)
Other Income

(Loss) Income Before
Income Taxes

Depreciation and
Amortization
Network
Metro/Traffic
Corporate

Total Depreciation and
Amortization
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(in thousands, except per share amounts)

Successor
Company Predecessor Company
For the Three
For the period period Months For the period
April 24 to April 1 to January 1 to
June 30 April 23 Ended April 23
June 30,
2009 2009 2008 2009

$ 27,351 $ 12812 $ 47,169 $ 63,996

30,693 12,796 53,203 47,479

$ 58,044 $ 25607 $ 100,372 $ 111,474
$ 358§ 647  $ 4,048 $ (3,818)
(2,622) 3,419 10,088 (2,093)
$ (2,264) $ 4,066 3 14,136  $ (5,911)
(60) (649) (2,795) (1,027)
(1,822) (7,546) (897) (16,795)

(206,053)

$ (4,146) $ (4,129) $ (195,609) $ (23,733)
(4,692) 41 (4,352) (3,222)

4 59 43 359
$ (8,834) $ (4,029) $ (199918) $ (26,596)

$ 1,483  § 225 % 834 § 1,096

4,357 295 1,580 1,480

5 1 7 9

$ 5845  $ 521 $ 2421 $ 2,585

Six Months
Ended
June 30,
2008
$ 106,353

100,645
$ 206,998
$ 12,121
13,423
$ 25,544
(9,248)
(8,853)
(206,053)
$ (198,610)
(9,751)
85
$ (208,276)
$ 1,590
3,176
1,631
$ 6,397
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Capital Expenditures

Network $ 993 $ 12 3 2,109 $ 506 $ 5,474

Metro/Traffic 553 204 203 879 502

Corporate 133 132

Total Capital Expenditures $ 1,546 $ 216  $ 2445  §$ 1,385  $ 6,109
Successor Predecessor
Company Company

June 30, December 31,
2009 2008

Assets

Network $ 121,998 $ 92,109

Metro/Traffic 202,879 80,079

Corporate 22,179 32,900

Total Assets (1) $ 347,056 $ 205,088
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(in thousands, except per share amounts)

NOTE 18 Subsequent Events:
A special meeting of stockholders to consider certain amendments to our Certificate of Incorporation (the Charter
Amendments) was held on August 3, 2009 where such amendments were approved by our stockholders. The Charter
Amendments: (1) increased the number of authorized shares of our common stock from 300,000 to 5,000,000
(2) effected a reverse stock split of our outstanding common stock at a ratio of two hundred to one (200:1), (3) defined
the term Continuing Directors that was used but not defined in the Certificate of Incorporation, (4) amended the
Certificate of Incorporation to delete Article Sixteenth of the Certificate of Incorporation that set forth higher approval
thresholds than those required under the Delaware General Corporation Law with respect to certain amendments of
the Certificate of Incorporation and (5) amended the Certificate of Incorporation to delete the provision in
Article Seventeenth relating to Article Sixteenth.
The Charter Amendments were made in connection with the refinancing of our debt which closed on April 23, 2009.
On such date, the Series A-1 Convertible Preferred Stock and Series B Convertible Preferred Stock (collectively, the

Preferred Stock ) was issued but not converted because we did not have sufficient authorized shares of common stock
into which the Preferred Stock could be converted. The Certificates of Designation for the Series A-1 Preferred Stock
and Series B Preferred Stock, state that when the authorized shares of common stock were increased by a sufficient
amount to allow the conversion of all Preferred Stock, the Preferred Stock would convert automatically, without
further action required by us or any shareholder, into shares of common stock.
As previously disclosed, on July 9, 2009, Gores converted three thousand five hundred shares of Series A-1
Convertible Preferred Stock into 103,513 shares of common stock. Such conversion triggered the conversion of 292
shares of Class B Common into 292 shares of common stock pursuant to the terms of our Charter.
The conversion of Preferred Stock that occurred on August 3, 2009 increased the number of shares of common stock
issued and outstanding from 206,263 to 4,062,446 on a pre-split basis, which was reduced to 20,312 shares after the
200:1 reverse stock split. While such technically resulted in substantial dilution to our common stockholders, the
ownership interest of each of our common stockholders did not change substantially after the conversion of the
Preferred Stock into common stock as the Preferred Stock that was issued on April 23, 2009 when our Refinancing
closed from the time of its issuance participated on an as-converted basis with respect to voting, dividends and other
economic rights as the common stock. Effective August 3, 2009, when the Charter Amendments were approved, the
warrants issued to Gores on June 19, 2008 were cancelled.
For the interim financial period ended June 30, 2009, subsequent events were evaluated through the date of this filing,
the date the financial statements were issued.
NOTE 19 Recent Accounting Pronouncements:
In June 2009, the FASB issued SFAS No. 168, The FASB Accounting Standards Codification and the Hierarchy of
Generally Accepted Accounting Principles a replacement of FASB Statement No. 162 (SFAS 168). SFAS 168
replaces SFAS No. 162, The Hierarchy of Generally Accepted Accounting Principles and establishes the FASB
Accounting Standard Codification (Codification) as the source of authoritative accounting principles recognized by
the FASB to be applied by nongovernmental entities in the preparation of financial statements in conformity with
generally accepted accounting principles in the United States. All guidance contained in the Codification carries an
equal level of authority. On the effective date of SFAS 168, the Codification will supersede all then-existing non-SEC
accounting and reporting standards. All other non-grandfathered non-SEC accounting literature not included in the
Codification will become non-authoritative. SFAS 168 is effective for financial statements issued for interim and
annual periods ending after September 15, 2009. We have evaluated this new statement, and have determined that it
will not have a significant impact on the determination or reporting of our financial results.
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(in thousands, except per share amounts)
In May 2009, the FASB issued SFAS No. 165, Subsequent Events ( SFAS 165 ), which establishes general standards of
accounting for and disclosure of events that occur after the balance sheet date but before financial statements are
issued or are available to be issued. In particular, SFAS 165 sets forth: (1) the period after the balance sheet date
during which management of a reporting entity should evaluate events or transactions that may occur for potential
recognition or disclosure in the financial statements, (2) the circumstances under which an entity should recognize
events or transactions occurring after the balance sheet date in its financial statements, and (3) the disclosures that an
entity should make about events or transactions that occurred after the balance sheet date. In accordance with SFAS
165, an entity should apply the requirements to interim and annual financial periods ending after June 15, 2009. The
implementation of this standard, effective for our interim financial statements ending June 30, 2009, did not have a
material impact on our consolidated financial position and results of operations. For the interim financial period ended
June 30, 2009, subsequent events were evaluated through August 10, 2009, the date the financial statements were
issued.
In April 2009, the FASB issued FSP FAS 107-1 and APB 28-1, Interim Disclosures about Fair Value of Financial
Instruments ( FSP FAS 107-1 and APB 28-1 ). This FSP amends FASB Statement No. 107, Disclosures about Fair
Value of Financial Instruments, to require disclosures about fair value of financial instruments for interim reporting
periods of publicly traded companies as well as in annual financial statements. This FSP also amends APB Opinion
No. 28, Interim Financial Reporting, to require those disclosures in summarized financial information at interim
reporting periods. This FSP is effective for interim reporting periods ending after June 15, 2009, with early adoption
permitted for periods ending after March 15, 2009. We have adopted the disclosure requirements of FSP FAS 107-1
and APB 28-1 effective with our second quarter ended June 30, 2009. The adoption of FSP FAS 107-1 and APB 28-1
did not have an impact on the determination or reporting of our financial results.
In March 2009, the Financial Account Standards Board ( FASB ) issued FSP FAS 141(R)-1, Accounting for Assets
Acquired and Liabilities Assumed in a Business Combination ( FSP FAS 141(R)-1 ), which amends the guidance in
SFAS 141R, for the initial recognition and measurement, subsequent measurement, and disclosures of assets and
liabilities arising from contingencies in a business combination. In addition, FSP FAS 141(R)-1 amends the existing
guidance related to accounting for pre-existing contingent consideration assumed as part of the business combination.
FSP FAS 141(R)-1 was adopted by us on January 1, 2009.
In December 2007, the FASB issued SFAS No. 141 (revised 2007), Business Combinations ( SFAS 141R ). SFAS
141R establishes principles and requirements for how an acquirer recognizes and measures in our financial statements
the identifiable assets acquired, the liabilities assumed, any noncontrolling interest in the acquiree and the goodwill
acquired. SFAS 141R also establishes disclosure requirements to enable the evaluation of the nature and financial
effects of the business combination. SFAS 141R was effective as of the beginning of an entity s fiscal year that begins
after December 15, 2008. The adoption of SFAS 141R and FSP FAS 141(R)-1 impacted the accounting for our
Refinancing (See Note 1  Basis of Presentation).
In November 2008, the EITF issued Issue No. 08-6, Equity Method Investment Accounting Considerations ( EITF
08-6 ), which is effective for the Company January 1, 2009. EITF 08-6 addresses the impact that SFAS 141R and
SFAS 160 might have on the accounting for equity method investments, including how the initial carrying value of an
equity method investment should be determined, how an impairment assessment of an underlying indefinite-lived
intangible asset of an equity method investment should be performed and how to account for a change in an
investment from the equity method to the cost method. The adoption of this guidance does not have a significant
impact on our Consolidated Financial Statements.
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(in thousands, except per share amounts)
In March 2008, the FASB issued SFAS No. 161, Disclosures About Derivative Instruments and Hedging Activities
an amendment of FASB Statement No. 133 (SFAS No. 161). SFAS No. 161 expands quarterly disclosure
requirements in SFAS No. 133 about an entity s derivative instruments and hedging activities. SFAS No. 161 is
effective for fiscal years beginning after November 15, 2008. The relevant disclosures have been included in our
Consolidated Financial Statements.
In December 2007, the FASB issued SFAS No. 160, Non-controlling Interests in Consolidated Financial Statements
(SFAS No. 160). SFAS No. 160 establishes requirements for ownership interests in subsidiaries held by parties other
than the parent (sometimes called minority interests ) to be clearly identified, presented, and disclosed in the
consolidated statement of financial position within equity, but separate from the parent s equity. All changes in the
parent s ownership interests are required to be accounted for consistently as equity transactions and any
non-controlling equity investments in unconsolidated subsidiaries must be measured initially at fair value. SFAS
No. 160 is effective, on a prospective basis, for fiscal years beginning after December 15, 2008. However,
presentation and disclosure requirements must be retrospectively applied to our Consolidated Financial Statements.
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Item 2. Management s Discussion and Analysis of Financial Condition and Results of Operations (In thousands
except per share amounts)

EXECUTIVE OVERVIEW
The following discussion should be read in conjunction with our unaudited condensed consolidated financial
statements and notes thereto included elsewhere in this Quarterly Report on Form 10-Q and the annual audited
consolidated financial statements and notes thereto included in our Current Report on Form 8-K as filed on June 22,
2009.
Westwood One is a provider of programming, information services and other content to the radio, TV and digital
sectors. We are one of the largest domestic outsourced providers of traffic reporting services and one of the nation s
largest radio networks, producing and distributing national news, sports, music, talk and entertainment programs,
features and live events, in addition to local news, sports, weather, video news and other information programming.
We deliver our content to over 5,000 radio and television stations in the U.S. We exchange our content with radio and
television stations for commercial airtime, which we then sell to local, regional and national advertisers.
We derive substantially all of our revenue from the sale of :10 second, :15 second, :30 second and :60 second
commercial airtime to advertisers. Our advertisers who target local/regional audiences generally find the most
effective method is to purchase shorter duration advertisements, which are principally correlated to traffic and
information related programming and content. Our advertisers who target national audiences generally find the most
cost effective method is to purchase longer :30 or :60 second advertisements, which are principally correlated to news,
talk, sports and music and entertainment related programming and content. A growing number of advertisers purchase
both local/regional and national airtime. Our goal is to maximize the yield of our available commercial airtime to
optimize revenue.
In managing our business, we develop programming and exploit our commercial airtime by concurrently taking into
consideration the demands of our advertisers on both a market specific and national basis, the inputs of the owners and
management of our radio station affiliates, and the inputs of our programming partners and talent. Our continued
success and prospects for growth are dependent upon our ability to manage these factors in a cost effective manner
and to adapt our information and entertainment programming to different distribution platforms. Our results may also
be impacted by overall economic conditions, trends in demand for radio related advertising, competition, and risks
inherent in our customer base, including customer attrition and our ability to generate new business opportunities to
offset any attrition.
There are a variety of factors that influence our revenue on a periodic basis, including but not limited to: (1) economic
conditions and the relative strength or weakness in the United States economy; (2) advertiser spending patterns and
the timing of the broadcasting of our programming, principally the seasonal nature of sports programming;
(3) advertiser demand on a local/regional or national basis for radio related advertising products; (4) increases or
decreases in our portfolio of program offerings and related audiences, including changes in the demographic
composition of our audience base; (5) increases or decreases in the size of our advertiser sales force; and (6)
competitive and alternative programs and advertising mediums, including, but not limited to, radio.
Our commercial airtime is perishable, and accordingly, our revenue is significantly impacted by the commercial
airtime available at the time we enter into an arrangement with an advertiser. Our ability to specifically isolate the
relative historical aggregate impact of price and volume is not practical as commercial airtime is sold and managed on
an order-by-order basis. We closely monitor advertiser commitments for the current calendar year, with particular
emphasis placed on the annual upfront process and a prospective three-month period. We take the following factors,
among others, into account when pricing commercial airtime: (1) the dollar value, length and breadth of the order;
(2) the desired reach and audience demographic; (3) the quantity of commercial airtime available for the desired
demographic requested by the advertiser for sale at the time their order is negotiated; and (4) the proximity of the date
of the order placement to the desired broadcast date of the commercial airtime.
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Our national revenue has been trending downward for the last several years due principally to reductions in national
audience levels and the audience levels of our affiliated stations. Our local/regional revenue has been trending
downward due principally to increased competition, and an increase in the amount of :10 second inventory being sold
by radio stations. Recently, our operating performance has also been affected by the weakness in the United States
economy and advertiser demand for radio-related advertising products.

The principal components of our operating expenses are programming, production and distribution costs (including
affiliate compensation and broadcast rights fees), selling expenses including commissions, promotional expenses and
bad debt expenses, depreciation and amortization, and corporate general and administrative expenses. Corporate
general and administrative expenses are primarily comprised of costs associated with the Management Agreement
(which terminated on March 3, 2008), corporate accounting, legal and administrative personnel costs, and other
administrative expenses, including those associated with corporate governance matters. Special charges include
one-time expenses associated with the renegotiation of the CBS agreements, the 2009 and 2008 Gores investments,
Refinancing costs and regionalization costs.

We consider our operating cost structure to be largely fixed in nature, and as a result, we need several months lead
time to make significant modifications to our cost structure to react to what we view are more than temporary
increases or decreases in advertiser demand. This becomes important in predicting our performance in periods when
advertiser revenue is increasing or decreasing. In periods where advertiser revenue is increasing, the fixed nature of a
substantial portion of our costs means that operating income will grow faster than the related growth in revenue.
Conversely, in a period of declining revenue, operating income will decrease by a greater percentage than the decline
in revenue because of the lead time needed to reduce our operating cost structure. If we perceive a decline in revenue
to be temporary, we may choose not to reduce our fixed costs, or may even increase our fixed costs, so as to not limit
our future growth potential when the advertising marketplace rebounds. We carefully consider matters such as credit
and commercial inventory risks, among others, in assessing arrangements with our programming and distribution
partners. In those circumstances where we function as the principal in the transaction, the revenue and associated
operating costs are presented on a gross basis in the Consolidated Statement of Operations. In those circumstances
where we function as an agent or sales representative, our effective commission is presented within revenue with no
corresponding operating expenses. Although no individual relationship is significant, the relative mix of such
arrangements is significant when evaluating operating margin and/or increases and decreases in operating expenses.

In the third quarter of 2008, we announced a plan to restructure the traffic operations of the Metro Traffic business
(commonly referred to by us as the Metro re-engineering) and to implement other cost reductions. The re-engineering
entailed reducing the number of our Metro Traffic operational hubs from 60 to 13 regional centers and produced
meaningful reductions in labor expense, aviation expense, station compensation, program commissions and rent.
Management has also implemented additional cost reduction initiatives in the first half of 2009, to help improve our
operating and financial performance and help establish a foundation for potential long-term growth. We have
recognized $25,000 of savings from both the Metro re-engineering and additional cost reduction initiatives undertaken
by us through the end of the second fiscal quarter of 2009. We anticipate that the total annual savings in 2009 (from
the start of the Metro re-engineering and other cost reductions in the third quarter of 2008) will be in the $53,000 to
$61,000 range and additional savings in 2010 will be approximately $2,000, as additional phases of the Metro
re-engineering and cost-reduction programs are implemented. These anticipated savings are comprised of labor
savings, lower programming costs and reductions in aviation expense, station compensation and savings from
consolidation of office leases. Many of the initiatives were instituted as of June 30, 2009.

These savings will be offset somewhat by increased business investments, including for strengthening our sales force
in both the Network and Metro Traffic businesses as well as for investments in the digital area, in addition to
incremental costs related to our TrafficLand License Agreement and expenses under our distribution arrangement with
CBS Radio which partly results from increased clearance levels by CBS Radio.

In connection with the Metro re-engineering and the cost reduction initiatives, we recorded $14,100 and $5,429 of
restructuring charges in the second half of 2008 and for the six months ended June 30, 2009, respectively. In
connection with the foregoing, we estimate we will record, in the aggregate, restructuring charges of approximately
$27,100, consisting of: (1) $11,600 of severance, relocation and other employee related costs; (2) $8,900 of facility
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On March 3, 2008, we closed on the new Master Agreement with CBS Radio, which documents a long-term
agreement through March 31, 2017. As part of the new arrangement, CBS Radio agreed to broadcast certain of our
commercial inventory for our Network and Metro Traffic and information businesses through March 31, 2017 in
exchange for certain programming and/or cash compensation. Under the new arrangement, CBS Radio agreed to
assign to us all of its right, title and interest in and to the warrants to purchase common stock outstanding under prior
agreements. These warrants were cancelled and retired on March 3, 2008.
The new arrangement with CBS Radio is particularly important to us, as in recent years, the radio broadcasting
industry has experienced a significant amount of consolidation. As a result, certain major radio station groups,
including Clear Channel Communications and CBS Radio, have emerged as powerful forces in the industry. While we
provide programming to all major radio station groups, our extended affiliation agreements with most of CBS Radio s
owned and operated radio stations provide us with a significant portion of audience that we sell to advertisers.
Prior to the new CBS arrangement which closed on March 3, 2008, many of our affiliation agreements with CBS
Radio did not tie station compensation to audience levels or clearance levels. Such factors contributed to a significant
decline in our national audience delivery to advertisers when CBS Radio stations delivered lower audience levels and
broadcast fewer commercials than in earlier years. Our new arrangement with CBS largely mitigates both of these
circumstances by adjusting affiliate compensation for changes in audience levels. In addition, the arrangement
provides CBS Radio with financial incentives to broadcast substantially all our commercial inventory (referred to as
clearance ) in accordance with the terms of the contracts and significant penalties for not complying with the
contractual terms of our arrangement. At this point, we believe that over time we will be able to increase prices for
this larger audience; however, if we cannot, the higher costs recently incurred by us without offsetting revenue gains,
may continue to be a contributing factor to our decline in operating income.
As a result of the refinancing of substantially all of our outstanding long-term indebtedness (approximately $241,000
in principal amount) and a recapitalization of our equity ( Refinancing ), we followed the acquisition method of
accounting, as described by SFAS 141R, and applied the SEC rules and guidance regarding push down accounting
treatment. Accordingly, our consolidated financial statements and transactional records prior to the closing of the
Refinancing reflect the historical accounting basis in our assets and liabilities and are labeled predecessor company,
while such records subsequent to the Refinancing are labeled successor company and reflect the push down basis of
accounting for the new fair values in our financial statements. This is presented in our consolidated financial
statements by a vertical black line division which appears between the columns entitled predecessor company and
successor company on the statements and relevant notes. The black line signifies that the amounts shown for the
periods prior to and subsequent to the Refinancing are not comparable. For management purposes we continue to
measure our performance against comparable prior periods. For purposes of presenting a comparison of our 2009
results to prior periods, we have presented our 2009 results as the mathematical addition of the Predecessor Company
and Successor Company periods. We believe that this presentation provides the most meaningful information about
our results of operations. This approach is not consistent with GAAP, may yield results that are not strictly
comparable on a period-to-period basis, and may not reflect the actual results we would have achieved. Below is a
reconciliation of our financial statements to th