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We continue to have newspaper companies tell us
they are not being able to find daily newspaper proper-
ties to acquire.  The dailies that do become available
have many suitors, particularly if in the desirable paid
circulation size of 15,000 to 25,000.  Our current projects
include a daily in this range and
buyer interest is high.

We’ve sold two dailies under
10,000 circulation recently, which
both were purchased by geographi-
cally-sensible buyers. Geographic
strategic acquisition tends to be a
bigger factor in these small daily
operations.

Dailies continue to be very
actively sought, at 11 to 14 times
EBITDA  or 2 to 4 times publishing
revenues for the over 10,000 circula-
tion papers, and 8 to 11 times
EBITDA or 1.5 to 3 times publishing
revenues for the smaller operations.
It’s important to note that there are
always exceptions to these mul-
tiples.

In deals with properties that
have very low EBITDA margins the
EBITDA multiple paid may be off
the charts compared to the mul-
tiples indicated above.  This is
because newspaper buyers may see
that they can operate at a much
better profit margin, and under
their ownership the property
becomes a great investment.

For example, a daily newspaper
with $6 million in publishing
revenues and $600,000 in EBITDA
(10% margin) will most likely not
sell for only $6.6 to $8.4 million (11
to 14 times EBITDA).  A daily of this
size typically produces a 25% to
35% EBITDA margin, and assuming
a buyer can see how to improve the

margin a higher price will be paid.
If a buyer pays 3 times revenue for this operation

the price would be $18 million – an EBITDA multiple of
30.  But, if the buyer improves the EBITDA margin to
30% ($1.8 million) in a reasonable period of time the

price paid was 10 times EBITDA.
Of course, no buyer wants to

pay for improvements he must
make to the property, but the
reality of the market is that many
buyers will pay a higher EBITDA
multiple for properties they can
improve.
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A broker’s report on newspaper
merger and acquisition activity

Deal flow increasing, pricing strong

Dailies continue as acquisition darlings

Daily Newspapers
All dailies actively sought at 8 to
14 times EBITDA*.  Dailies over

10,000 circulation at 11 to 14 times
EBITDA or 2 to 4 times publishing
revenues. Smaller dailies at 8 to 11

times EBITDA or 1.5 to 3 times
publishing revenues.

Weekly Groups, Free or Paid
Circulation

Actively sought at 8 to 12 times
EBITDA or 1 to 3 times publishing

revenues.
Large Weekly & Twice Weekly

Newspapers and Shoppers
(over $1 million revenues)

Actively sought at 6 to 9 times
EBITDA or 1 to 2 times publishing

revenues.
Small Weekly Newspapers and

Shoppers
(under $1 million revenues)

Moderate activity at 5 to 7 times
EBITDA or .75 to 1.25 times

publishing revenues.
Specialty and Niche Publications

Specific niches sought at 4 to 8
times EBITDA or 1 to 3 times

publishing revenues.  Wide pricing
variation depending on niche.

Always some exceptions
*See EBITDA definition page 6

A Cribb & Associates study of
valuations of weekly groups
indicates a fairly steady increase in
the EBITDA multiples paid over
the past 10 years.  The study
looked at weekly group transac-
tions of $3 to $15 million between
1993 and 2003.

The EBITDA multiple paid for
weekly groups 10 years ago was
between 5 and 6, and increased to
an average of 8 in 1999 and 2000.
The market backed off somewhat
in 2001 and 2002, and then in-
creased sharply late in 2003 to an
average 10 times multiple. The last
three Cribb & Associates weekly
group transactions (from  $5 to $20
million) were at multiples of
approximately 9, 10 and 11 times
trailing EBITDA.

Weekly group acquisitions
continue to be a viable alternative
for buyers unable to find daily
newspapers to purchase.

Prices up for
weekly groups
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Venture capital is a term heard often these
days as more and more investment firms con-
sider a move into the newspaper business.
Venture capital firms have an abundant supply
of capital and professional investors are looking
for solid ways to put that money to work.

“Over the past twelve months our firm has
been contacted by a number of different venture
firms looking to purchase a platform publishing
company,” said John Cribb, principal partner in
Cribb & Associates.  “There has been an increase
in these contacts over prior years due mainly to
an improvement in the economy and the abun-
dance of investment capital that needs a home,”
he added.

Venture firms raise money from institutional
investors, state pension funds and high-net
worth individuals, usually in the form of a
partnership.  Venture capital is often used by
private startup companies that don’t have access
to capital markets and need the cash to grow.  In
the case of the newspaper business, a private
publishing company that feels it can grow
rapidly through acquisition may be a candidate
for venture capital.

The challenge for venture capital funding in
the newspaper industry is getting the return on
investment the venture investor looks for, which
is usually a minimum of 20+ percent annually.
That means the existing company has to grow
rapidly or add acquisitions rapidly to meet the
investment objectives.

“Some venture investments don’t work well
in the publishing industry because the yields
don’t reach the 20+ percent mark, either through
internal growth or acquisition growth,” Cribb
said.  “It can be difficult to grow daily newspa-
pers at a high rate because they tend to be more
mature properties.”

There have been a few exceptions though the
years, Cribb points out, but they have been the
classic model of a venture firm investing in the
purchase of a platform company and then
adding additional companies over a short win-
dow of time to do a buildup.  The combined
company is then sold, and the return on invest-
ment is met.

Typically, here is how a venture capital firm

invests in the newspaper industry:
•They look for a seasoned publishing industry

manager with acquisition experience.
•They want the manager to make some level of

investment, alongside their money.  This helps the
venture capital firm be comfortable with the
manager’s commitment to the process.

•They want the manager to find the acquisi-
tions and to run the company day to day.

•The venture company has relationships with
banks who provide senior financing.

•They prefer purchasing a platform company
with other companies added on.

The cost of venture capital is high, but it can
prove helpful for companies who are willing to
exchange equity in their company and seats on
their board of directors to grow or expand their
business.

The venture capital approach to growth
Increased activity in venture capital-backed transactions

Definitions:

Venture Capital:
An investment in a start-up business that is perceived to
have excellent growth prospects but does not have access
to capital markets.  The type of financing sought by early-
stage companies seeking to grow rapidly.

Growth Phase:
A phase of development during which a company
experiences rapid earnings growth as it produces new
products and expands market share.

Capital Market:
The market for trading long-term debt instruments (those
that mature in more than one year).  Also used in a more
general context to refer to the market for stocks, bonds,
derivatives and other investments.

Start-Up:
The earliest stage of a new business venture.

Senior debt:
Debt whose terms in the event of bankruptcy, require it to
be repaid before subordinated debt receives any payment.

Subordinated debt:
Debt over which senior debt takes priority. In the event of
bankruptcy, subordinated debtholders receive payment
only after senior debt claims are paid in full.

Mezzanine financing:
The next state of financing that follows venture capital
financing.
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Although deal volume is down
vs. the consolidation-charged years
of 1996-2002, broadcast asset values
have lost none of their luster.  We
calculate that year-to-date in 2004
(through 3/31), TV stations have
been changing hands at an average
of 11.3x year-ahead cash flow, and
radio stations at 13.4x c.f.  Of
course, deal multiples of top
market stations are higher for both
radio and TV—for example,
Entercom 4/22 paid MyStar
Communications 17x year-ahead
c.f. (in a $73.5 mil. deal) for three
radio stations in Indianapolis,
market #41.

Radio deal volume has dropped
off due to a lack of inventory
(which in turn supports higher
asset values).   TV deal-makers, on
the other hand, are awaiting the
passage of a clear regulatory frame-
work to begin to execute their
M&A strategies—especially as
regards duopoly and cross-owner-
ship.

In the mean-time, the brokered
share of broadcast deals remains
relatively high: brokers have
handled 74% of TV deal volume
($254 mil.) and 48% of total radio
deal volume ($650 mil.) year-to-
date in 2004.

Robin Flynn is a Senior Analyst
and Valuation Expert on Broadcast
Media with Kagan Consulting
Services, and can be reached at:
robin@kagan.com.

The latest John Grisham Book, The last Juror, is the
story of a Southern newspaper owner / operator in the
seventies.  The story is based on a fictional Northeast
Mississippi weekly newspaper, The Ford County Times,
that falls into the hands of a 23 year-old college drop-
out, named Willie Traynor. In true Grisham style, the
Last Juror is a fast moving story that leaves the reader
in suspense and is well worth reading.

Gary Greene, a partner in Cribb & Associates, was
given a credit for technical advice by Grisham.  Greene
actually published a weekly and a daily newspaper in
the 70’s in Northeast Mississippi. Greene referred to
Cribb archives to search out values, equipment and
circulation for that time period and geographic location.

Most paper mills raised the metric ton price of newsprint by
$50 effective March 1st, 2004, raising the price to $550 per metric
ton.  Various sources contacted by the Cribb Report indicated they
were not sure if the price increase would hold, but supply was
beginning to tighten.  A planned strike set for this summer at one
of the major newsprint mills could lead to another $50 increase in
the fall.

Newsprint prices probably going up

Robin
Flynn:

Broadcast asset
values still solid

Grisham book gets
background help from

Cribb & Associates
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