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Shares of stock outstanding at December 31, 2011

Common shares 36,049,026
Class B shares 8,740,308
Total common and Class B shares 44,789,334




Edgar Filing: MEREDITH CORP - Form 10-Q

TABLE OF CONTENTS

Page
Part I - Financial Information
Item 1. Financial Statements
Condensed Consolidated Balance Sheets as of December 31, 2011, and June 30, 2011 1
Condensed Consolidated Statements of Earnings for the Three and Six Months Ended )
December 31, 2011 and 2010 =
Condensed Consolidated Statement of Shareholders' Equity for the Six Months Ended 3
December 31, 2011 =
Condensed Consolidated Statements of Cash Flows for the Six Months Ended December 31,
4
2011 and 2010
Notes to Condensed Consolidated Financial Statements 5
Item 2.  Management's Discussion and Analysis of Financial Condition and Results of Operations 13
Item 3. Quantitative and Qualitative Disclosures About Market Risk 24
Item 4. Controls and Procedures 25
Part II - Other Information
Item 1A. Risk Factors 25
Item 2.  Unregistered Sales of Equity Securities and Use of Proceeds 26
Item 6. Exhibits 27
Signature 28

Index to Attached Exhibits E-1




Edgar Filing: MEREDITH CORP - Form 10-Q

PART 1 FINANCIAL INFORMATION
Item 1. Financial Statements

Meredith Corporation and Subsidiaries
Condensed Consolidated Balance Sheets
(Unaudited)

Assets

(In thousands)

Current assets

Cash and cash equivalents
Accounts receivable, net
Inventories

Current portion of subscription acquisition costs
Current portion of broadcast rights
Other current assets

Total current assets

Property, plant, and equipment
Less accumulated depreciation
Net property, plant, and equipment
Subscription acquisition costs
Broadcast rights

Other assets

Intangible assets, net

Goodwill

Total assets

Liabilities and Shareholders' Equity
Current liabilities

Current portion of long-term debt
Current portion of long-term broadcast rights payable
Accounts payable

Accrued expenses and other liabilities
Current portion of unearned subscription revenues
Total current liabilities

Long-term debt

Long-term broadcast rights payable
Unearned subscription revenues
Deferred income taxes

Other noncurrent liabilities

Total liabilities

Shareholders' equity

Series preferred stock

Common stock

Class B stock

Additional paid-in capital

Retained earnings

Accumulated other comprehensive loss

December 31,

2011

$26,118
210,126
21,107
56,410
7,870
21,987
343,618
458,583
(260,660
197,923
65,947
1,655
75,039
554,866
566,894
$1,805,942

$50,000
10,942
52,882
106,420
166,841
387,085
200,000
5,937
143,330
176,853
99,674
1,012,879

36,049
8,740
51,666
712,315
(15,707

)

June 30,
2011

$27,721
212,365
21,529
54,581
3,974
13,568
333,738
459,257
(272,819
186,438
54,286
1,292
66,940
545,101
525,034
$1,712,829

$50,000
8,548
82,878
115,735
151,831
408,992
145,000
5,431
120,024
160,709
97,688
937,844

36,282
8,776
58,274
687,816
(16,163

)
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Total shareholders' equity 793,063 774,985
Total liabilities and shareholders' equity $1,805,942 $1,712,829

See accompanying Notes to Condensed Consolidated Financial Statements.
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Meredith Corporation and Subsidiaries
Condensed Consolidated Statements of Earnings
(Unaudited)

Periods Ended December 31,

(In thousands except per share data)

Revenues

Advertising

Circulation

All other

Total revenues

Operating expenses

Production, distribution, and editorial

Selling, general, and administrative
Depreciation and amortization

Total operating expenses

Income from operations

Interest expense, net

Earnings from continuing operations before income
taxes

Income taxes

Earnings from continuing operations

Loss from discontinued operations, net of taxes
Net earnings

Basic earnings per share

Earnings from continuing operations
Discontinued operations

Basic earnings per share

Basic average shares outstanding

Diluted earnings per share

Earnings from continuing operations
Discontinued operations

Diluted earnings per share

Diluted average shares outstanding

Dividends paid per share

Three Months
2011

$183,636
63,902
81,179
328,717

128,412
134,940
10,505
273,857
54,860

(2,897 )

51,963
(20,369 )
31,594

$31,594

$0.70

$0.70
44,838

$0.70

$0.70
45,044

$0.3825

2010

$213,755
63,737
88,441
365,933

137,251
148,506
9,663
295,420
70,513
(3,351

67,162

(26,065
41,097
(540
$40,557

$0.90
(0.01
$0.89
45,571

$0.89
(0.01
$0.88
45912

$0.2300

See accompanying Notes to Condensed Consolidated Financial Statements.

Six Months
2011

$367,953
130,491
158,182
656,626

265,303
277,905
20,337
563,545
93,081
(5,616

87,465

(34,244
53,221

$53,221

$1.18

$1.18
44,923

$1.18

$1.18
45,115

$0.6375

2010

$418,580
129,677
160,416
708,673

280,092
290,438
19,448
589,978
118,695
(6,862

111,833

(44,674
67,159
(895
$66,264

$1.48
(0.02
$1.46
45,527

$1.47
(0.02
$1.45
45,849

$0.4600
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Meredith Corporation and Subsidiaries
Condensed Consolidated Statement of Shareholders' Equity
(Unaudited)

- Accumulated
Common  Class B Additional Retained  Other

(In thousands except per share data) ~ Stock - $1  Stock - $1 Paid-in . . Total
. Earnings Comprehensive
par value  par value Capital

Loss
Balance at June 30, 2011 $36,282 $8,776 $58,274  $687,816 $(16,163 ) $774,985
Net earnings — — — 53,221 — 53,221
Other comprehensive income, net — — — — 456 456
Total comprehensive income 53,677
Share-based incentive plan transactions 319 — 2,013 — — 2,332
Purchases of Company stock (587 ) (A ) (14,723 ) — — (15,311 )
Share-based compensation — — 7,632 — — 7,632
Conversion of Class B to common 35 35 )y — o . o
stock
Dividends paid
Common stock — — — (23,130 ) — (23,130 )
Class B stock — — — (5,592 ) — (5,592 )
Tax benefit from incentive plans — — (1,530 ) — — (1,530 )
Balance at December 31, 2011 $36,049 $8,740 $51,666 $712,315 $ (15,707 ) $793,063

See accompanying Notes to Condensed Consolidated Financial Statements.
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Meredith Corporation and Subsidiaries
Condensed Consolidated Statements of Cash Flows
(Unaudited)

Six Months Ended December 31, 2011 2010
(In thousands)
Cash flows from operating activities

Net earnings $53,221 $66,264
Adjustments to reconcile net earnings to net cash provided by operating activities

Depreciation 15,161 14,476
Amortization 5,176 4,976
Share-based compensation 7,632 5,891
Deferred income taxes 18,123 13,231
Amortization of broadcast rights 6,213 8,605
Payments for broadcast rights (7,570 ) (9,325
Excess tax benefits from share-based payments (83 ) (317
Changes in assets and liabilities (29,126 ) (19,277
Net cash provided by operating activities 68,747 84,524
Cash flows from investing activities

Acquisitions of businesses (55,548 ) (28,556
Additions to property, plant, and equipment (26,621 ) (11,168
Other (1,563 ) —

Net cash used in investing activities (83,732 ) (39,724
Cash flows from financing activities

Proceeds from issuance of long-term debt 85,000 12,500
Repayments of long-term debt (30,000 ) (67,500
Purchases of Company stock (15,311 ) (6,030
Dividends paid (28,722 ) (21,017
Proceeds from common stock issued 2,332 6,622
Excess tax benefits from share-based payments 83 317
Other — (51

Net cash provided by (used in) financing activities 13,382 (75,159
Net decrease in cash and cash equivalents (1,603 ) (30,359
Cash and cash equivalents at beginning of period 27,721 48,574
Cash and cash equivalents at end of period $26,118 $18,215

See accompanying Notes to Condensed Consolidated Financial Statements.
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Meredith Corporation and Subsidiaries
Notes to Condensed Consolidated Financial Statements
(Unaudited)

1. Summary of Significant Accounting Policies

Basis of presentation—The condensed consolidated financial statements include the accounts of Meredith Corporation
and its wholly owned subsidiaries (Meredith or the Company), after eliminating all significant intercompany balances
and transactions. Meredith does not have any off-balance sheet arrangements. The Company's use of special-purpose
entities is limited to Meredith Funding Corporation, whose activities are fully consolidated in Meredith's condensed
consolidated financial statements.

The condensed consolidated financial statements as of December 31, 2011, and for the three and six months ended
December 31, 2011 and 2010, are unaudited but, in management's opinion, include all normal, recurring adjustments
necessary for a fair presentation of the results of interim periods. The year-end condensed consolidated balance sheet
data as of June 30, 2011, was derived from audited financial statements, but does not include all disclosures required
by accounting principles generally accepted in the United States of America (GAAP). The results of operations for
interim periods are not necessarily indicative of the results to be expected for the entire fiscal year.

These consolidated financial statements, including the related notes, are condensed and presented in accordance with
GAAP. These condensed consolidated financial statements should be read in conjunction with the Company's audited
consolidated financial statements, which are included in Meredith's Annual Report on Form 10-K for the year ended
June 30, 2011, filed with the United States Securities and Exchange Commission.

Recently Adopted Accounting Standards—In December 2010, the Financial Accounting Standards Board (FASB) issued
an accounting pronouncement related to intangibles - goodwill and other, which requires a company to consider

whether there are any adverse qualitative factors indicating that an impairment may exist in performing step 2 of the
impairment test for reporting units with zero or negative carrying amounts. The Company adopted this pronouncement
on July 1, 2011. The adoption of this pronouncement did not have a material impact on our condensed consolidated
financial statements.

In December 2010, the FASB issued an accounting pronouncement related to business combinations, which requires
that when comparative financial statements are presented, revenue and earnings of the combined entity should be
disclosed as though the business combination that occurred during the current year had occurred as of the beginning of
the comparable prior annual reporting period only. The disclosure provisions are effective prospectively for business
combinations for which the acquisition date is on or after the beginning of the first annual reporting period beginning
on or after December 15, 2010, with early adoption permitted. Effective July 1, 2011, the Company adopted this
pronouncement but was not subject to the disclosure requirements in the first six months of fiscal 2012 due to the
immateriality of the acquisitions made by the Company during the period.

Recently Issued Accounting Standards—In June 2011, the FASB amended its guidance on the presentation of
comprehensive income in financial statements to improve the comparability, consistency, and transparency of
financial reporting and to increase the prominence of items that are recorded in other comprehensive income. The new
accounting guidance requires entities to report components of comprehensive income in either (1) a continuous
statement of comprehensive income or (2) two separate but consecutive statements. While the new guidance changes
the presentation of comprehensive income, there are no changes to the components that are recognized in net income
or other comprehensive income under current accounting guidance. The provisions of this new guidance are effective
for fiscal years, and interim periods within those years, beginning after December 15, 2011. The Company will adopt
this guidance for our fiscal year beginning July 1, 2012. As this guidance only amends the presentation of the
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components of comprehensive income, its adoption will not have an impact on the Company’s consolidated financial
position or results of operations.

5
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In September 2011, the FASB amended existing guidance related to intangibles - goodwill and other by giving an
entity the option to first assess qualitative factors to determine whether it is more likely than not (that is, a likelihood
of more than 50 percent) that the fair value of a reporting unit is less than its carrying amount. If this is the case,
companies will need to perform a more detailed two-step goodwill impairment test which is used to identify potential
goodwill impairments and to measure the amount of goodwill impairment losses to be recognized, if any. This
pronouncement is effective for annual and interim goodwill impairment tests performed for fiscal years beginning
after December 15, 2011, with early adoption permitted. We intend to adopt this guidance for our fiscal year
beginning July 1, 2012. We do not believe the adoption of this guidance will have a material impact on our financial
statements.

2. Acquisitions

Effective July 1, 2011, Meredith acquired 100 percent of the outstanding stock of the EatingWell Media Group
(EatingWell). The results of EatingWell operations have been included in the consolidated financial statements since
that date. The EatingWell portfolio includes a bi-monthly magazine, a website, a content licensing and custom
marketing program, a Healthy-in-a-Hurry mobile recipe application, and a series of high-quality food and
nutrition-related books and cookbooks. The cash purchase price was $28.0 million.

As a result of the acquisition, the assets and liabilities of EatingWell, consisting primarily of accounts receivable,
identifiable intangible assets, accounts payable, deferred subscription revenue, and other accrued expenses, are now
reflected in the Company's Condensed Consolidated Balance Sheet. The condensed consolidated financial statements
reflect the allocation of the purchase price to the assets acquired and liabilities assumed, based on their respective fair
values.

The Company is in the process of obtaining a third-party valuation of intangible assets; thus the provisional
measurements of intangible assets, goodwill, and deferred income tax balances are subject to change. Trade names
and internet domain names, both indefinite-lived assets, have been provisionally assigned values of $3.9 million and
$0.9 million, respectively. Definite-lived intangible assets include developed content of $2.2 million, advertiser
relationships of $0.3 million, and subscriber relationships of $0.1 million. The subscriber relationships have a 2 year
useful life, the advertiser relationships have a 2.5 year useful life and the majority of the developed content has a 10
year useful life. Goodwill, with a provisionally assigned value of $20.8 million, is attributable to expected synergies
and the assembled workforce of Eating Well. As noted, the fair value of the acquired assets and liabilities is
provisional pending receipt of the final valuation report.

EatingWell is subject to legal and regulatory requirements, including but not limited to those related to taxation, in
each of the jurisdictions in which it operates. The Company has conducted a preliminary assessment of liabilities
arising in each of these jurisdictions, and has recognized provisional amounts in its initial accounting for the
acquisition of EatingWell for all identified liabilities in accordance with the business combinations guidance.
However, the Company is continuing its review of these matters during the measurement period, and if new
information about facts and circumstances that existed at the acquisition date identifies adjustments to the liabilities
initially recognized, or any additional liabilities that existed at the acquisition date, the acquisition accounting will be
revised to reflect the resulting adjustments to the provisional amounts initially recognized.

On October 31, 2011, Meredith completed its acquisition of Every Day with Rachael Ray magazine and its related
digital assets (collectively Rachael Ray). In addition, Meredith announced it has finalized a 10-year licensing
agreement with Watch Entertainment Inc. for the award-winning brand. The results of Rachael Ray's operations have
been included in the consolidated financial statements since that date. The cash purchase price was $4.3 million.

11
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As a result of the acquisition, the assets and certain of the liabilities of Rachael Ray, consisting primarily of accounts
receivable, identifiable intangible assets, and deferred subscription revenue, are now reflected in the Company's
Condensed Consolidated Balance Sheet. The condensed consolidated financial statements reflect the

6
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allocation of the purchase price to the assets acquired and liabilities assumed, based on their respective fair values.

The Company is in the process of obtaining a third-party valuation of intangible assets; thus the provisional
measurements of intangible assets, goodwill, and deferred income tax balances are subject to change. Definite-lived
intangible assets have a provisionally assigned value of $7.5 million and a 5 year useful life. Goodwill, with a
provisionally assigned value of $21.1 million, is attributable to expected synergies and the assembled workforce of
Rachael Ray. As noted, the fair value of the acquired assets and liabilities is provisional pending receipt of the final
valuation report.

The impact of the EatingWell and Rachael Ray acquisitions is not material to the Company's results of operations;
therefore, pro forma financial information has not been provided. Acquisition related costs were expensed by the
Company in the period in which they were incurred. Acquisition related costs were not material to the Company's
results of operations.

3. Discontinued Operations

The fiscal 2011 loss from discontinued operations represents the operating results, net of taxes, of ReadyMade
magazine. The revenues and expenses of ReadyMade magazine, along with associated taxes, were removed from
continuing operations and reclassified into a single line item amount on the Condensed Consolidated Statements of
Earnings titled loss from discontinued operations, net of taxes, as follows:

Periods Ended December 31, 2010 Three Months Six Months

(In thousands except per share data)

Revenues $927 $2,609

Costs and expenses (1,813 ) (4,077 )
Loss before income taxes (886 ) (1,468 )
Income taxes 346 573

Loss from discontinued operations $(540 ) $(895 )
Loss from discontinued operations per share:

Basic $(0.01 ) $(0.02 )
Diluted (0.01 ) (0.02 )

4. Inventories

Major components of inventories are summarized below. Of total net inventory values shown, 46 percent are under
the last-in first-out (LIFO) method at December 31, 2011, and 46 percent at June 30, 2011.

December 31, June 30,
(In thousands) 2011 2011
Raw materials $13,363 $15,633
Work in process 12,578 11,723
Finished goods 2,531 1,609
28,472 28,965
Reserve for LIFO cost valuation (7,365 ) (7,436 )
Inventories $21,107 $21,529

13
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5. Intangible Assets and Goodwill

Intangible assets consist of the following:

December 31, 2011 June 30, 2011
(In thousands) Gross AccurgulaFed Net Gross AccurgulaFed Net
Amount Amortization Amount Amount Amortization Amount
Intangible assets
subject to amortization
National media
Noncompete agreements $240 $214 ) $26 $480 $(424 ) $56
Adpvertiser relationships 18,670 (17,140 ) 1,530 18,400 (15,772 ) 2,628
Customer lists 11,460 (6,718 ) 4,742 11,330 (5,889 ) 5,441
Other 11,450 (1,038 ) 10,412 4,450 (3,256 ) 1,194

Local media

Network affiliation agreements 218,559 (110,196 108,363 218,559 (107,750 ) 110,809
Total $260,379 $(135,306 ) 125,073 $253,219 $(133,091 ) 120,128
Intangible assets not

subject to amortization

National media

N~

Internet domain names 2,076 1,166
Trademarks 128,641 124,731
Local media

FCC licenses 299,076 299,076
Total 429,793 424,973
Intangible assets, net $554,866 $545,101

Amortization expense was $5.2 million for the six months ended December 31, 2011. Annual amortization expense
for intangible assets is expected to be as follows: $10.7 million in fiscal 2012, $8.4 million in fiscal 2013, $8.0 million
in fiscal 2014, $7.5 million in fiscal 2015, and $6.4 million in fiscal 2016.

For certain acquisitions consummated prior to July 1, 2009, the sellers are entitled to contingent payments should the
acquired operations achieve certain financial targets generally based on earnings before interest and taxes, as defined
in the respective acquisition agreements. None of the contingent consideration is dependent on the continued
employment of the sellers. As of December 31, 2011, the Company estimates that future aggregate contingent
payments for such acquisitions will be $2.4 million, which is the maximum amount of contingent payments the sellers
may receive. The additional purchase consideration, if any, will be recorded as additional goodwill on our Condensed
Consolidated Balance Sheet when the contingencies are resolved. For the six months ended December 31, 2010, the
Company recognized $7.9 million, which increased goodwill. No additional consideration was accrued in the
six-month period ended December 31, 2011.

Changes in the carrying amount of national media goodwill were as follows:

Six Months Ended December 31, 2011 2010

(In thousands)

Balance at beginning of period $525,034 $489,334
Acquisitions 41,860 23,024
Balance at end of period $566,894 $512,358

15
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6. Restructuring Accrual

Changes in the Company's restructuring accrual were as follows:

Six Months Ended December 31, 2011 2010

(In thousands)

Balance at beginning of period $8,042 $5,538

Cash payments (5,241 ) (1,604 )
Balance at end of period $2,801 $3,934

7. Long-term Debt
Long-term debt consists of the following:

(In thousands) December 31, June 30,

2011 2011
Variable-rate credit facilities
Asset-backed bank facility of $100 million, due 4/25/2013 $75,000 $70,000
Revolving credit facility of $150 million, due 6/16/2013 50,000 —
Private placement notes
5.04% senior notes, due 6/16/2012 50,000 50,000
6.70% senior notes, due 7/13/2013 50,000 50,000
7.19% senior notes, due 7/13/2014 25,000 25,000
Total long-term debt 250,000 195,000
Current portion of long-term debt (50,000 ) (50,000 )
Long-term debt $200,000 $145,000

In connection with the asset-backed bank facility, Meredith entered into a revolving agreement to sell all of its rights,
title, and interest in the majority of its accounts receivable related to advertising and miscellaneous revenues to
Meredith Funding Corporation, a special purpose entity established to purchase accounts receivable from Meredith. At
December 31, 2011, $154.7 million of accounts receivable net of reserves was outstanding under the agreement.
Meredith Funding Corporation in turn may sell receivable interests to a major national bank. In consideration of the
sale, Meredith receives cash and a subordinated note, bearing interest at the prime rate, 3.25 percent at December 31,
2011, from Meredith Funding Corporation. The agreement is structured as a true sale under which the creditors of
Meredith Funding Corporation will be entitled to be satisfied out of the assets of Meredith Funding Corporation prior
to any value being returned to Meredith or its creditors. The accounts of Meredith Funding Corporation are fully
consolidated in Meredith's condensed consolidated financial statements.

8. Fair Value Measurement
We have estimated the fair value of our financial instruments using available market information and valuation
methodologies we believe to be appropriate for these purposes. Considerable judgment and a high degree of

subjectivity are involved in developing these estimates and, accordingly, they are not necessarily indicative of
amounts that we would realize upon disposition.

17
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The fair value hierarchy consists of three broad levels of inputs that may be used to measure fair value, which are
described below:

19



