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Warshaw’s round two is
a Connoisseur build-out

After selling his first Connoisseur group, mostly to Cumulus Me-
dia, for $258 million, Jeff Warshaw was still many decades too
young to retire to Naples, Florida and spend his days on the golf
course. But he couldn't find any good opportunities to get back
into radio, at least not any that made financial sense at the mul-
tiples being asked, so he stayed on the sidelines for a while.

“For the past few years I have been working with this very
large hedge fund called Farillon Capital. We invested in a
bunch of radio stocks and radio bonds and media companies
and we invested in media companies both long and short
over that period of time. We have
a very good track record and con-
tinued to do that and tried continu-
ously to get back into the business
as an owner. We just couldn't find
deals that made sense for us,”
Warshaw told RBR/TVBR.

But he knew there would be op-
portunities—eventually. “We're very
patient and disciplined and that's why
we didn't jump back in again. Well
then this auction came about which
also gave us an opportunity to get in
with a benefit of a discount from the
broadcasters—because we didn't own
any stations at the time of the auc-
tion we qualified [as new entrants].
We basically looked at all 288 licenses and I looked at each one
and tried to figure out what could be done with it and we did
research—engineering research on about 70 of them—and
knocked it down to about 30 that we were really interested
in,” Warshaw explained. At that point he went to the Noon-
day unit of Farillon, which he had been investing with, and
offered them an opportunity to back him in going after those
construction permits.

“They were delighted for the opportunity to at least try to start
a new company, not knowing at the time when we started whether
or not we were going to end up with any of the licenses that we
most prized. We feel really fortunate that we were able to get 10
out of the 20 that we liked the most, including six of the top 10
that we had highest on our list. We were able to do it at prices
that we thought were attractive. So the strategy was to get back in
operating and start building a management team and an opera-
tions team that would help us and facilitate our re-entry into the
business when deals came our way,” Warshaw said.

So, with 10 CPs in hand, he set out to build a new radio group
from scratch.

“Almost all of the stations, the CPs that we bought, have been
RBR & TVBR May 2006

MEDIA MARKETS & MONEY

By Jack Messmer/jmessmer@rbr.com

improved in some way or will be improved in some way to in-
crease value and to give them better signals over their markets.
One of them was a Class A, now it's a C. We saw an engineering
opportunity that these stations were stuck in adjacent frequencies
and we bought them both. We cut the engineering that otherwise
couldn't have been done. In the case Huntington [WV], we were
able to negotiate a deal with another broadcaster to improve our
signal. In Wichita [KS] we bought another station (KTCM-FM),
which we’ve downgraded in order to improve our station—things
like that. We feel like we created value at the auction by buying
the right stations at the right prices and now we feel like we've
created value by improving a lot of the facilities,” Warshaw said.
And he sounds like a proud poppa now that several of the sta-
tions are actually on the air. “As you know our first sign-ons were
in Bloomington, Illinois. We signed on with two brand new sta-
tions and both of them debuted in
the top five, 25-54," he noted.

Now that was a pretty heavily
consolidated market with very few
players, we noted.

“Right, and our 25-54 numbers
put us second in the market in our
first book—with two stations, rather
than four for our competitor. We
feel like the market is embracing
what we’re trying to do there,
clearly. We're grateful and we feel
we've gone in and we did our re-
search, like we always do, and we
found what we thought were for-
mats and opportunities that were
attractive,” he said. “We’'ve been re-
ceived with open arms in that community.”

Bloomington was first and at the time this issue went to press,
Connoisseur had signed on a total of six new stations, but that
number may be seven by the time your read this.

“Right, we have one in Wichita, which will be coming on in the
next few weeks. Then we have some engineering to be done on
a couple of the other stations to be completed, but we're putting
them on one by one. I don't think anyone’s put on this many
stations so fast. I mean I don't think it's ever been done from
scratch. You know, we put three on in a month in Billings, all in
time for spring book,” Warshaw said.

It's kind of like going back to the 1920’s and 30’s, we noted,
when the first radio stations were being built all across the country,

“Yes, except for at a volume that wasn't done. I mean six
stations within a year, approximately a year from the time we
got the final CPs. So we're really fortunate, we've done it
without a huge staff but we've worked really hard at it and
we're really happy for having been able to do it so quickly and
do it so effectively. These stations were not just thrown on the
air. They were heavily researched and now heavily promoted.
We think that is yet another way for us to create value with
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| an entire cluster of six stations for $17.273

these stations,” Warshaw explained.

Several of the people helping to build the
new Connoisseur have rejoined Warshaw from |
the original Connoisseur. Mike Driscoll was
there to build the original Connoisseur and
stayed with Warshaw to launch the new one as
Executive Vice President and CFO. Larry Weiss
had been General Manager in Youngstown-Can-
ton, Ohio the first time around and is now Vice
President and Market Manager in Bloomington,
IL. David Bevins, who ran the Rockford, IL
cluster for the first Connoisseur, recently rejoined
the company as a Corporate Vice President.

While the new Connoisseur has been mostly
about building new stations from CPs, now
that he has a base, Warshaw is also doing some
buying. He has deals pending to buy a second
station in Huntington, WV for $3.1 million and

million in Erie, PA, a market where Connois-
seur has no other stations or CPs,

What's the acquisition strategy? Is he look-
ing for more CPs, or does he expect spin-offs
to come onto the market as some of the big
consolidators shed non-strategic markets?

“I think CPs, that was an opportunity at that
moment in time that we took advantage of,
that we availed ourselves of. We're certainly
not going to sit around waiting for new sta-
tions to come on the air. There are a bunch of
companies that have been built that are maybe
looking at some divestures. We think that we
are in a good position to take advantage of
those. As Connoisseur Capital, I continue to
be a very active investor in public media com-
panies, a very active investor in those compa-
nies. So that’s another part of the Connois-
seur game plan, which is to look at value—be
it public, private, larger markets, smaller mar-
kets, CPs standalones, dominate clusters—
we're open to opportunities. We think we have
the versatility to do it, both from a creative
and experienced standpoint and from a finan-
cial standpoint,” Warshaw explained.

With a well-finance private company,
Warshaw isn't worried about competing with
the public giants. Even where Connoisseur has
standalones, he says the company can com-
pete effectively.

“We're devoted broadcasters. We feel like
we can compete with anybody. We feel that
we have a track record that we can compete
with people. We feel that we have great, re-
ally, I guess terrific financial wherewithal to
go along with our experience. We're not man-
aging to a stock price or to hit our ratios with
our banks because that's not what we do. We
are in it to build long term value and long
term value means, in our mind, putting on great

radio stations, having great radio stations that
are well promoted and well staffed and are
maximized for the long term not for book to
book. So in the case of Erie, it's a dominant
cluster. We have experience with dominate
clusters. We like those; we know how to build,
take that position and to improve upon it as
we've done before. We're not limited to one
single strategy. We have the latitude to do what
we want to do because we don’t have pres-
sure. We welcome the opportunity to take on
challenges that maybe other broadcasters aren't
in the position to do,” he said.

Back before the first Connoisseur, Warshaw
grew up in radio, which may explain his devo-
tion to the business today.

“My father and my uncle started Universal
Broadcasting, which were specialized stations
in major markets—brokered radio stations with
foreign languages and religion, he recalled. Jeff
got the ownership bug while still a college stu-
dent. “Right, when I was a Warden undergrad I
built—me and my brothers and my aunt—got
a construction permit for Portage, Indiana. My
first job was to basically find the money to build
it and to put it on the air, which I did. I later
sold it to Douglas Broadcasting.”

After a few years in the family business,
Warshaw went out on his own in 1992 to raise
money for his own company. As it happens,
that backing came from his closest friend from
first grade, who by then was working with the
Ruttenberg family’s Tinicum Inc. investment
firm. It backed Warshaw’s purchase of WFDF-
AM & WDZZ-FM from Mike McVay as the be-
ginning of the first Connoisseur Communica-
tions. ABRY Partners later joined as a second
financial backer. At the time it was sold to Cu-
mulus Media in 1999 for $242 million, Connois-
seur had 35 radio stations in nine Midwestern
markets. Earlier sales brought the total cash-
out to $258 million

The new Connoisseur Media is now in nearly
as many markets, eight, with 14 stations on the
air or their purchase pending and three still
unbuilt CPs. We asked,

What are you looking for in acquisitions?

“Obviously, where we think we can add
value,” Warshaw answered. He said his com-
pany has the resources to do the research and
promotion that some competitors don't. “We
see opportunities in areas like yield manage-
ment that we were really renowned for. We
think that's a really important discipline. That's
a core discipline for our company. We feel
one of the things that we were really well
known for was our rigorous training and de-
veloping people. We have skill sets and skill
development plans that radio companies gener-
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