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F I N A N C I A L  H I G H L I G H T S
Dollars in thousands, except per share amounts

Year ended December 31, 1998 1997 1996

Revenues
Broadcasting $  609,068 $ 536,737 $333,396
Publishing 787,541 694,495 487,560
Other 10,736 17,149 3,352

$1,407,345 $1,248,381 $824,308

Earnings from Operations
Broadcasting (1) $  138,679 $ 132,237 $ 83,862
Publishing(2) 140,584 157,506 102,873
Other (5,212) (9,237) (1,065)
Corporate expenses (40,966) (39,704) (20,021)

$  233,085 $ 240,802 $165,649

Operating Cash Flow
Broadcasting (1) $  238,745 $ 216,654 $122,837
Publishing (3) 207,663 204,898 127,945

Net earnings (4) $ 64,902 $    82,972 $ 87,505
Net earnings per share (4) (5) $     0.52 $     0.71 $  1.05

(1) Broadcasting earnings from operations and operating cash flow for 1998 include a non-recurring charge
of $6,996 for early retirement costs and other employee reduction initiatives.

(2) Publishing earnings from operations for 1998 include non-recurring charges for the write-down of a
press at The Dallas Morning News ($11,478) and early retirement costs of $6,344.

(3) Publishing operating cash flow for 1998 includes $6,344 of early retirment costs and excludes the effect
of the non-cash charge of $11,478 for the write-down of a press at The Dallas Morning News.

(4) Net earnings and net earnings per share include non-recurring charges of $26,157 (13 cents per share),
comprised primarily of a write-down of a press at The Dallas Morning News ($11,478) and early
retirement costs and other employee reduction initiatives ($14,229).

(5) Net earnings per share have been restated to reflect a two-for-one stock split in the form of a dividend,
effective June 5, 1998.
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Dear Fel low Shareholder :

I have never felt better about the future of our Company. While 1998 was a disappointing year for

Belo in financial performance and share price, the opportunities we embrace in 1999 are significant. All

companies have years that exceed expectations and some that fall short. It is important that we do not confuse

the normal ups and downs of business and local economies with a weakening of Belo’s core businesses. Our

industries are solid, and Belo has one of the highest-rated groups of television stations and newspapers in

the country by any standard. Network-affiliated television stations and large newspapers are, and will continue

to be for the foreseeable future, the only real delivery systems for mass-market advertisers.

For the full year 1998, before non-recurring items, Belo generated $418.7 million in operating cash flow,

$1.91 in after-tax cash flow per share and $0.63 in diluted earnings per share. Belo’s franchises ended 1998 

in strong competitive positions. We took significant actions to fortify the Company for the years ahead. 

And even though our rate of growth slowed in 1998, Belo’s newspapers and television stations are among 

the most profitable and successful anywhere.

In any given year, most of the events and circumstances that shape the Company’s financial results are 

within our control, such as operational decisions regarding how we conduct and grow our businesses. Others 

are beyond our direct influence. For example, the 1998 labor disruption at General Motors, an advertiser that

accounts for approximately 6 percent of the Broadcast Division’s spot revenues, could not have been predicted 

or controlled. But despite such challenges, Belo television stations ended 1998 on a positive note, and almost 

half of our stations achieved high single-digit or double-digit cash flow growth in 1998. Belo stations brought 

in more than $40 million in political, Olympics and Super Bowl advertising which contributed to an overall

Broadcast Division revenue increase of nearly 5 percent. While there are no Olympics in 1999 and it is an 

“off year” for political spending, we are working hard to overcome these non-repeating revenues.

C H A I R M A N ’ S  L E T T E R
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In the Publishing Division, two of our large market newspapers, The Providence Journal and The Press-

Enterprise, had outstanding years in 1998 -- achieving almost double-digit cash flow growth. Performance 

at The Dallas Morning News was adversely impacted by a slowdown in advertising demand locally, particularly 

in the classified employment category. It is notable that The Morning News had a record year in 1997; cash 

flow margins exceeded 32 percent and classified employment volumes reached five-year highs. These industry-

leading performance measures established an extremely high standard for 1998.

The stock market dropped considerably in October and media stocks were particularly hard hit. As we

moved into 1999, Belo’s stock price had yet to bounce back to pre-October levels. The Company’s Board of

Directors believes that Belo stock is significantly undervalued. Since July, the Company has repurchased

approximately 7.6 million shares. By doing this, we are acquiring our own stock at a price far below what we

believe it is worth, and shareholders will benefit from this action as operating performance improves and

Belo’s stock price advances. 

The value of owning leading television stations in growing markets such as Dallas/Fort Worth, Houston 

and Seattle/Tacoma is a competitive advantage. More than 50 percent of national spot advertising is placed in 

the top 20 markets. Belo’s stations in Dallas/Fort Worth and Seattle/Tacoma are both clear market leaders and 

the Company’s CBS affiliate in Houston is tied for number one. These stations all achieve margins well in excess

of industry averages.

In the broadcast industry, there is a great deal of talk about the threat to our business from cable. Yet, 

consider that the audience reached by one evening newscast in Dallas/Fort Worth, Houston and Seattle/Tacoma

exceeds the average audience delivered by CNN nationally Monday through Friday from 5:30 p.m. until 8 p.m.. 

S T A N D I N G ,  L E F T  T O  R I G H T

W A R D L .  H U E Y ,  J R .
Vice Chairman of the Board
President/Broadcast Division

M I C H A E L J .  M C C A R T H Y

Executive Vice President/
General Counsel

R O B E R T W.  D E C H E R D

Chairman of the Board, President 
& Chief Executive Officer

S E A T E D ,  L E F T  T O  R I G H T

J A M E S M. M O R O N E Y

Executive Vice President

D U N I A A .  S H I V E

Senior Vice President/
Chief Financial Officer

B U R L O S B O R N E

President/Publishing Division
Publisher, The Dallas Morning News
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Similarly, The Dallas Morning News, The Providence Journal and The Press-Enterprise deliver almost 

three million Sunday readers and more than two million daily readers. Only network-affiliated television 

stations and large newspapers can deliver this mass audience, which advertisers rely upon to sell their 

products and services.

Belo operates in an extremely competitive environment. Public companies compete for investors’ dollars,

media businesses compete for audiences and advertisers, and organizations compete for the best employees. 

Belo has to balance these interests while maintaining the integrity and quality of its journalistic products. This

balance is fundamental to achieving long-term growth and building shareholder value. The financial performance

characteristics of Belo’s television stations and newspapers are superior for investors who wish to participate 

in the media industry over the intermediate to long-term. 

Regarding 1999, the economy and the cycle of our businesses make for a year where a somewhat cautious

approach to operations is prudent. We have intensified our management focus to achieve the financial perfor-

mance outcomes that are so important to all of us. A number of steps have already been taken to build upon

Belo’s market leadership: 

◆ A new sales management team is in place at KING-TV, Belo’s market-leading NBC affiliate in

Seattle/Tacoma. Following disappointing results in the first half of 1998, KING’s sales performance turned

around in the fourth quarter. Advertising sales now exceed KING’s share of audience delivery in the

Seattle/Tacoma television market.

◆ The quality and diversity of our products are better than ever, and our competitive positions have never

been stronger. To more effectively promote our strengths, we have increased the sales staff at every Belo 

television station and are rewarding aggressive selling. We are also developing new and creative ways to

expand relationships with advertisers. Positive results in local sales are already evident from this increased

sales pressure. 

◆ In the fall of last year, Belo’s Dallas/Fort Worth, Houston and Seattle/Tacoma television stations began

broadcasting digital signals. Our stations in markets 20 through 30 will be equipped to transmit digital 

signals by November of this year. High Definition Television (HDTV) is the most significant technological

innovation to be introduced since the advent of color. As set manufacturers begin producing digital televisions

at more affordable prices, we believe the conversion to digital television will take off. Our viewers expect

the highest quality product from Belo and we are committed to providing it. 

◆ We have purchased a new printing press at The Dallas Morning News to replace an outdated one. Employing

the latest technology, this press will achieve superior reproduction and provide greater flexibility in printing
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geographically zoned sections, which are increasingly important in building revenues and market share. 

It is essential that Belo adopt new technologies that improve our products, creating greater value for readers

and advertisers.

◆ We have stepped up activity in electronic media, appointing vice presidents for interactive media in the

Broadcast and Publishing Divisions. Their charge is to advance Belo’s role in the world of electronic news,

information and commerce. All Belo television stations and newspapers have Web sites and we are actively

promoting advertising opportunities to new and existing customers. While the Internet is a challenge 

to traditional media, it also presents an opportunity to extend our broadcast and publishing franchises. We

plan to capitalize on this opportunity. In 1999, Belo will double Internet revenues and we have launched

major initiatives in classified employment and automotive advertising.

◆ The voluntary early retirement program extended at the end of 1998 in the Broadcast Division and 

at Belo’s Dallas-based publishing companies was accepted by almost 200 employees. We have concurrently

made decisions regarding resource allocations at every level of each Belo operating company. These 

measures are designed to generate revenue growth while enhancing product quality.

◆ Belo launched Texas Cable News (TXCN), Texas’ first 24-hour local and regional cable news channel, 

on January 1, 1999. Consumers have a tremendous appetite for news and they want to access it on 

their timetable. The success of NorthWest Cable News and the exceptional ratings of local news programming

at our television stations demonstrate as much. TXCN has its own newsgathering capabilities, augmented

by the journalistic resources of Belo’s Texas television stations, The Dallas Morning News and The Eagle in

Bryan-College Station. TXCN is off to a great start.

◆ On February 25, Belo announced the acquisition of KVUE-TV, Gannett’s ABC affiliate in Austin, Texas, 

in exchange for Belo’s ABC affiliate in Sacramento, KXTV, plus cash consideration of up to $55 million.

KVUE is an outstanding addition to Belo’s Television Group. The transaction is slightly accretive to after-tax

cash flow per share, and with the addition of Austin, Belo stations will now reach 67 percent of Texas tele-

vision households. The demographics and growth prospects in the Austin market are outstanding. And in

the context of Texas Cable News, the journalistic synergies are compelling.

These initiatives will help ensure Belo’s growth. But management is the essential component that drives

Belo’s success. In 1998, Michael J. McCarthy, senior vice president, general counsel and a 13-year member of

Belo’s Management Committee, was promoted to executive vice president with responsibility for the Company’s

legal, public policy, internal audit and human resources functions. Two other executives joined the Management

Committee: James M. Moroney, formerly president of Belo’s Television Group and a 20-year veteran of the
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Company, was named executive vice president with oversight of all financial, treasury, investor relations and

investment banking activities; and, Dunia A. Shive, formerly senior vice president/corporate operations, was

named senior vice president/chief financial officer. Ward Huey, Burl Osborne and I are fortunate to have such an

exceptional team of colleagues to help lead the Company.

Two members of Belo’s Board of Directors will retire in 1999. Thomas B. Walker, Jr., a general or limited

partner in the Goldman, Sachs Group, L.P. since 1968, joined the Belo Board in 1982. For 17 years, Tom has

helped advance the strategic goals of the Company, both as a director and in his influential role at Goldman,

Sachs. He has been chairman of the Finance Committee and the Compensation Committee, and has served

continuously on the Directors Planning Committee (or its predecessor committees) from the time of his first 

election as a director. Tom’s fellow directors will miss his keen insights into complex corporate issues -- insights

which have always been enhanced by his belief in Belo’s institutional purposes. 

Fanchon M. (Monty) Burnham, a principal of F. M. Burnham and Associates in Washington, D.C., joined

the Board in May 1997 for a two-year term following The Providence Journal Company merger. A descendant 

of the Metcalf family, whose stewardship of The Providence Journal dates back to 1890, Monty’s insight into

Rhode Island and her considerable business acumen were essential to the successful assimilation of The Providence

Journal Company. Upon retiring from the Belo Board, Monty will join the board of directors of The Providence

Journal Company and we will continue to benefit from her counsel.

Extending Belo’s role as a leading content provider is key to achieving outstanding financial performance.

We are focused on growing Belo’s existing franchises. We will continue to make smart, strategic acquisitions 

as the media industry continues to consolidate. We are moving rapidly to extend our franchises online, and we 

are taking advantage of the opportunities afforded through the interrelationships of Belo’s operating companies. 

I am excited about the year ahead, and am confident our responses to short-term challenges will result in 

long-term rewards for Belo’s shareholders. As always, my colleagues and I are grateful for the steadfast support 

of our fellow employees, directors and shareholders. 

R O B E R T W. D E C H E R D

Cha i rman  o f  t h e  Boa rd  

Pre s i d en t  &  Ch i e f  Exe cu t i v e  Of f i c e r
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P A R T  I

I T E M  1 . B u s i n e s s

A. H. Belo Corporation (the “Company” or “Belo”) is one of the nation’s largest media companies, with a diversified group of
television broadcasting, newspaper publishing and cable news operations. The Company’s group of 17 television stations cur-
rently reaches 14.3 percent of U.S. television households. In addition, the Company manages four television stations through
local marketing agreements (“LMA”) and owns four local or regional cable news channels.

Three of the Company’s television stations are located in major metropolitan areas which are among the fastest growing
in the country: WFAA-TV (ABC) in Dallas/Fort Worth, KHOU-TV (CBS) in Houston and KING-TV (NBC) in Seattle/
Tacoma. Belo has three stations in the top 12 television markets, seven stations in the top 30 markets, 12 stations in the top 50
markets, and network affiliations as follows: four ABC affiliates, six CBS affiliates, five NBC affiliates and two FOX affiliates.
Thirteen of the Company’s 17 stations are ranked either number one or two in overall sign-on/sign-off audience delivery.

Belo’s Publishing Division is headed by The Dallas Morning News, which has the country’s eighth-largest Sunday
circulation and ninth-largest daily circulation, and The Providence Journal, the leading newspaper in terms of both advertis-
ing and circulation in Rhode Island and southeastern Massachusetts. Belo also owns The Press-Enterprise, a daily newspaper 
serving Riverside, California, and other daily newspapers as follows: the Messenger-Inquirer in Owensboro, Kentucky; 
The Eagle in Bryan-College Station, Texas; and The Gleaner in Henderson, Kentucky. In addition, the Company publishes 
the Arlington Morning News and eight community newspapers in the Dallas/Fort Worth suburban area and operates a
commercial printing business.

The Dallas Morning News is one of the leading newspaper franchises in America. The Dallas Morning News’ success 
is founded upon the highest standards of journalistic excellence, with an emphasis on comprehensive news, information and
community service. The newspaper’s reporting and photography initiatives have earned six Pulitzer Prizes since 1986.

The Providence Journal also has a long history of journalistic excellence and service to its community. It is America’s 
oldest major daily newspaper of general circulation and continuous publication. The Providence Journal has earned four 
Pulitzer Prizes since 1945.

The Company believes the success of its media franchises is built upon providing local and regional news, information
and community service of the highest caliber. These principles have attracted and built relationships with viewers, readers and
advertisers and have guided Belo’s success for 157 years.

Note 14 to the Consolidated Financial Statements contains information about the Company’s industry segments for the
years ended December 31, 1998, 1997 and 1996.

T E L E V I S I O N B R O A D C A S T I N G The Company’s television broadcasting operations began in 1950 with the

acquisition of WFAA-TV shortly after the station commenced operations. In 1984, the Company expanded its television opera-

tions with the purchase of stations in Houston, Sacramento, Hampton/Norfolk and Tulsa. In June 1994 and February 1995, 

the Company acquired stations in New Orleans and Seattle/Tacoma, respectively. The Providence Journal Company (“PJC”)

acquisition in February 1997 added nine television stations, including NBC-affiliated KING-TV. In accordance with Federal

Communications Commission (“FCC” or “Commission”) regulations prohibiting ownership of two or more stations in a 

single market, Belo exchanged its United Paramount Network (“UPN”) affiliate, KIRO-TV in Seattle/Tacoma, for CBS affiliate

KMOV-TV in St. Louis, Missouri, in June 1997. In October 1997, Belo acquired CBS affiliate KENS-TV in San Antonio,

Texas. On February 25, 1999, the Company announced that it has entered into an agreement to acquire KVUE-TV, the ABC

affiliate in Austin, Texas in exchange for KXTV, the Company’s ABC affiliate in Sacramento, California.
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The following table sets forth information for each of the Company’s stations and their markets:

Number of Station
Commercial Audience

Market Year Network Stations in Station Rank Share in
MarketRank (1) Station Acquired Affiliation Channel Market (2) In Market (3) Market (4)

Dallas/Fort Worth 7 WFAA-TV 1950 ABC 8 15 1 19
Houston 11 KHOU-TV 1984 CBS 11 15 1* 15
Seattle/Tacoma 12 KING-TV 1997 NBC 5 10 1* 16
Sacramento(5) 20 KXTV 1984 ABC 10 10 2* 12
St. Louis 21 KMOV-TV 1997 CBS 4 8 2 17
Portland 23 KGW-TV 1997 NBC 8 8 2* 14
Charlotte 28 WCNC-TV 1997 NBC 36 8 3 9
San Antonio 37 KENS-TV 1997 CBS 5 9 2* 13
Hampton/Norfolk 40 WVEC-TV 1984 ABC 13 7 1* 15
New Orleans 41 WWL-TV 1994 CBS 4 9 1 21
Louisville 48 WHAS-TV 1997 ABC 11 7 1* 15
Albuquerque 49 KASA-TV 1997 FOX 2 6 4 9
Tulsa 59 KOTV 1984 CBS 6 9 1 21
Honolulu 71 KHNL-TV 1997 NBC 13 9 4 10
Spokane 72 KREM-TV 1997 CBS 2 5 1* 17
Tucson 78 KMSB-TV 1997 FOX 11 7 4 9
Boise 125 KTVB-TV 1997 NBC 7 5 1 25

* Tied with one or more other stations in the market.
(1) Market rank is based on the relative size of the television market, or Designated Market Area (“DMA”), among the 211 generally recognized DMAs in the United States,

based on November 1998 Nielsen estimates.
(2) Represents the number of television stations (both VHF and UHF) broadcasting in the market, excluding public stations, low power broadcast stations and national cable

channels.
(3) Station rank is derived from the station’s rating, which is based on November 1998 Nielsen estimates of the number of television households tuned to the Company’s sta-

tion for the Sunday-Saturday 7:00 a.m. to 1:00 a.m. period (“sign-on/sign-off ”) as a percentage of the number of television households in the market.
(4) Station audience share is based on November 1998 Nielsen estimates of the number of television households tuned to the Company’s station as a percentage of the number

of television households with sets in use in the market for the sign-on/sign-off period.
(5) The Company has entered into an agreement to exchange KXTV for the ABC affiliate in Austin, Texas (market rank 60).

Generally, rates for national and local spot advertising sold by the Company are determined by each station, which
receives all of the revenues, net of agency commissions, for that advertising. Rates are influenced by the demand for advertising
time, the popularity of the station’s programming and market size.

Commercial television stations generally fall into one of three categories. The first category of stations includes those
affiliated with one of the four major national networks (ABC, CBS, NBC and FOX). The second category is comprised of
stations affiliated with newer national networks, such as UPN and the Warner Brothers (“WB”) Television Network. The third
category includes independent stations (“IND”) that are not affiliated with any network and rely principally on local and
syndicated programming.

Affiliation with a television network can have a significant influence on the revenues of a television station because the
audience ratings generated by a network’s programming can affect the rates at which a station can sell advertising time. Each 
of the Company’s network affiliation agreements provides the station with the right to broadcast all programs transmitted by the
network with which the station is affiliated. In return, the network has the right to sell most of the advertising time during 
such broadcasts. Each station receives a specified amount of network compensation for broadcasting network programming. To
the extent that a station’s preemptions of network programming exceed a designated amount, that compensation may be
reduced. These payments are also subject to decreases by the network during the term of an affiliation agreement under other
circumstances, with provisions for advance notice. The Company has long-term network affiliation agreements in place with
ABC and CBS, and shorter-term agreements in place with NBC and FOX. Final documentation of the ABC affiliation agree-
ments has not been completed. However, the Company is currently compensated under the terms of the draft agreements with
ABC. Three of the Company’s LMA’s have affiliation agreements with UPN. In addition, two of these LMA’s have a secondary
affiliation with the WB network.
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N E W S P A P E R P U B L I S H I N G The Company’s principal newspaper, The Dallas Morning News, was established in 1885.

In late 1991, after years of intense competition, The Dallas Morning News’ principal newspaper competitor, the Dallas Times

Herald, ceased operations, and the Company purchased its assets. In late 1995 and early 1996, the Company expanded its

Publishing Division by acquiring daily newspapers serving Bryan-College Station, Texas and Owensboro, Kentucky. The

Providence Journal was acquired in February 1997 and The Gleaner, serving Henderson, Kentucky, was acquired in March 1997.

In July 1997, Belo completed the acquisition of The Press-Enterprise, a daily newspaper serving Riverside, California.
The following table sets forth information concerning the Company’s daily newspaper operations:

1998 1997

Daily Sunday Daily Sunday
Newspaper Location Circulation(1) Circulation(1) Circulation(1) Circulation(1)

The Dallas Morning News (“TDMN”) Dallas, TX 515,181 780,084 517,215 789,004
The Providence Journal (“PJ”) Providence, RI 167,381 239,193 170,292 242,755
The Press-Enterprise (“PE”) Riverside, CA 161,612 168,222 162,551 170,478
Messenger-Inquirer Owensboro, KY 31,767 34,991 31,754 34,657
The Eagle Bryan-College Station, TX 22,449 27,219 21,939 27,358
The Gleaner Henderson, KY 11,152 13,167 11,247 13,476

(1) Average paid circulation for the six months ended September 30, 1998 and 1997, respectively, according to the Audit Bureau of Circulation’s FAS-FAX report.

Each of Belo’s daily newspapers strives to serve community interests by maintaining a strong and independent voice in
matters of public concern. It is the policy of the Company to allocate such resources as may be necessary to maintain excellence
in news reporting and editorial comment in all of its newspaper publications.

The Company’s three largest newspapers, The Dallas Morning News, The Providence Journal and The Press-Enterprise, pro-
vide coverage of local, state, national and international news. The Dallas Morning News is distributed throughout the Southwest,
though its circulation is concentrated primarily in the 12 counties surrounding Dallas. The Providence Journal is the leading
newspaper in Rhode Island and southeastern Massachusetts. The Press-Enterprise is distributed throughout Riverside County and
the inland southern California area. Riverside County is expected to be among the fastest growing counties in California over
the next decade.

The basic material used in publishing Belo’s newspapers is newsprint. During 1998, the Company’s publishing operations
consumed approximately 253,000 metric tons of newsprint at an average cost of $566 per metric ton. Consumption of
newsprint in the previous year was approximately 254,000 metric tons at an average cost per metric ton of $535. At present,
newsprint is generally purchased from eight suppliers. In addition, The Providence Journal and The Press-Enterprise purchased
approximately 50 percent and 70 percent, respectively, of their newsprint from other suppliers under pre-existing contracts.
These contracts provide for certain minimum purchases per year at rates commonly available throughout the region.
Management believes its sources of newsprint, along with alternate sources that are available, are adequate for its current needs.

C O M P E T I T I O N The success of broadcast operations depends on a number of factors, including the general strength 

of the economy, the ability to provide attractive programming, audience ratings, relative cost efficiency for advertisers in

reaching audiences as compared to other advertising media, technical capabilities and governmental regulations and policies.

The Company’s television stations compete for advertising revenues directly with other media such as newspapers (including

those owned and operated by the Company), other television stations, direct satellite distribution, radio stations, cable television

systems, outdoor advertising, the Internet, magazines and direct mail advertising.
The four major national television networks are represented in each television market in which the Company has a

television station. Competition for advertising sales and local viewers within each market is intense, particularly among the net-
work-affiliated television stations.

The entry of local telephone companies into the market for video programming services, as permitted under the
Telecommunications Act of 1996 (the “1996 Act”), can be expected to have an impact on competition in the television industry.
The Company is unable to predict the effect that these or other technological and related regulatory changes will have on the
television industry or on the future results of the Company’s operations.
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Each of the Company’s daily newspapers competes for advertising with television and radio stations (including stations
owned and operated by the Company in the same or overlapping markets), magazines, direct mail, cable television, direct
satellite distribution, outdoor advertising, the Internet and other newspapers. The Dallas Morning News’ primary competitor 
in certain smaller cities located between Dallas and Fort Worth is the Fort Worth Star-Telegram. The Providence Journal and 
The Press-Enterprise each has five competing daily newspapers in the Rhode Island and Riverside County markets, respectively.

R E G U L A T I O N O F T E L E V I S I O N B R O A D C A S T I N G The Company’s television broadcasting operations are sub-

ject to the jurisdiction of the FCC under the Communications Act of 1934, as amended (the “Act”). Among other things, the

Act empowers the FCC to assign frequency bands; determine stations’ operating frequencies, location and power; issue, renew,

revoke and modify station licenses; regulate equipment used by stations; impose penalties for violation of the Act or of FCC

regulations; impose fees for processing applications and other administrative functions; and adopt regulations to carry out the

Act’s provisions. The Act also prohibits the assignment of a broadcast license or the transfer of control of a broadcast licensee

without prior FCC approval. Under the Act, the FCC also regulates certain aspects of the operation of cable television systems

and other electronic media that compete with television stations.
The Act would prohibit the Company’s subsidiaries from continuing as broadcast licensees if record ownership or power

to vote more than one-fourth of the Company’s stock were to be held by aliens, foreign governments or their representatives, 
or by corporations formed under the laws of foreign countries. The Act previously would have prohibited the Company’s sub-
sidiaries from continuing as broadcast licensees if any officer or more than one-fourth of the directors of the Company were
aliens. The 1996 Act, however, eliminated the restriction on alien officers and directors.

Prior to the passage of the 1996 Act, television station licenses were granted for a period of five years. Renewal applica-
tions were granted without a hearing if there were no competing applications or issues raised by petitioners to deny such
applications that would cause the FCC to order a hearing. If competing applications were filed, a full comparative hearing was
required. Under the 1996 Act, the statutory restriction on the length of a license term was amended to allow the FCC to grant
television licenses for terms of up to eight years. In January 1997, the FCC adopted specific procedures to extend television
license terms to the eight-year limit. The 1996 Act also requires renewal of a television license if the FCC finds that (1) the sta-
tion has served the public interest, convenience, and necessity; (2) there have been no serious violations of either the Act or the
FCC’s rules and regulations by the licensee; and (3) there have been no other violations of either the Act or the FCC’s rules and
regulations by the licensee which, taken together, constitute a pattern of abuse. In making its determination, the FCC cannot
consider whether the public interest would be better served by a party other than the renewal applicant. Under the 1996 Act,
competing applications for the same frequency may be accepted only after the Commission has denied an incumbent’s applica-
tion for renewal of license.

The current license expiration dates for each of the Company’s television broadcast stations are as follows: WVEC-TV,
October 1, 2004; WCNC-TV, December 1, 2004; WWL-TV, June 1, 2005; WHAS-TV, August 1, 2005; KMOV-TV,
February 1, 2006; KOTV, June 1, 2006; KENS-TV, August 1, 2006; KHOU-TV, August 1, 2006; WFAA-TV, August 1, 2006;
KASA-TV, October 1, 2006; KMSB-TV, October 1, 2006; KTVB-TV, October 1, 2006; KXTV, December 1, 2006; KING-TV,
February 1, 2007; KGW-TV, February 1, 2007; KREM-TV, February 1, 2007; and KHNL-TV, February 1, 2007.

FCC ownership rules, as modified pursuant to the 1996 Act, limit the aggregate audience reach of television stations that
may be under common ownership, operation and control, or in which a single person or entity may hold office or have more
than a specified interest or percentage of voting power, to 35 percent of the total national audience. FCC rules also place certain
limits on common ownership, operation and control of, or cognizable interests or voting power in, (a) television stations serving
the same area, (b) television stations and daily newspapers serving the same area and (c) television stations and cable systems
serving the same area.

The 1996 Act left in place the FCC rule which prohibits common ownership of two television stations serving the same
area, but directed the Commission to conduct a rulemaking proceeding to determine whether the restriction should be eliminated
or modified. In addition, the 1996 Act eliminated a statutory prohibition against common ownership of television stations and
cable systems serving the same area, but left the FCC rule in place. The 1996 Act stipulates that the FCC should not consider
the repeal of this statutory ban in any review of its applicable rules. The 1996 Act also left in place the FCC rule which pro-
hibits common ownership of a broadcast station and a daily newspaper serving the same area, but required the Commission to
review this and all other cross-ownership rules biennially, beginning in 1998, to determine if they remain necessary. In early
1998, the FCC announced the beginning of the biennial review process, which will also include a review of a broad range of
other rules affecting broadcasters. In late 1998, the Commission announced a number of such changes which, among other
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things, are directed toward simplifying application and ownership report forms and supplying greater certainty as to construc-
tion deadlines for technical facilities modifications.

The FCC ownership rules affect the number, type and location of newspaper, broadcast and cable television properties
that the Company might acquire in the future. For example, under current FCC rules, the Company generally could not
acquire any daily newspaper, broadcast or cable television properties in a market where it now owns or has an interest in a televi-
sion station deemed attributable under FCC rules. However, the FCC’s rules and policies (as modified by the 1996 Act) provide
that waivers of these restrictions generally would be available to permit the Company’s acquisition of radio stations in most of
the markets in which the Company currently owns television stations or of “satellite” television stations located within a parent
station’s Grade B service contour which rebroadcast all or most of the parent station’s programming.

The Company’s ownership of The Dallas Morning News and WFAA, which are both located in the Dallas/Fort Worth DMA,
predates the adoption of the FCC’s rules regarding newspaper/broadcast cross-ownership and was “grandfathered” by the FCC.

The FCC has instituted proceedings looking toward possible relaxation of certain of its rules regulating television station
ownership and changes in the standards used to determine what type of interests are considered to be attributable under its
rules. For example, the FCC has initiated proceedings looking toward possible relaxation of its rules regulating the common
ownership of two television stations. In addition, other parties have challenged the newspaper/television cross-ownership prohi-
bition in court and in petitions to the FCC, and legislation to repeal that prohibition has been introduced in the U. S. Senate
and House of Representatives.

The FCC has significantly reduced its regulation of broadcast stations, including elimination of formal ascertainment
requirements and guidelines concerning amounts of certain types of programming and commercial matter that may be broad-
cast. There are, however, FCC rules and policies, and rules and policies of other federal agencies, that regulate matters such as
network/affiliate relations, cable systems’ carriage of syndicated and network television programming on distant stations, politi-
cal advertising practices, obscene and indecent programming, application procedures and other areas affecting the business or
operations of broadcast stations. The FCC has eliminated its former rules that restricted network participation in program pro-
duction and syndication. The FCC also eliminated the prime time access rule (“PTAR”), effective August 30, 1996. The PTAR
limited the ability of some stations in the 50 largest television markets to broadcast network programming (including syndicated
programming previously broadcast over a network) during prime time hours. The elimination of PTAR could increase the
amount of network programming televised by a station affiliated with ABC, NBC or CBS. The U.S. Supreme Court refused to
review a lower court decision that upheld FCC action invalidating most aspects of the Fairness Doctrine, which required broad-
casters to present contrasting views on controversial issues of public importance. The FCC may, however, continue to regulate
other aspects of fairness obligations in connection with certain types of broadcasts.

The FCC has adopted rules to implement the Children’s Television Act of 1990, which, among other provisions, limits
the permissible amount of commercial matter in children’s television programs and requires each television station to present
educational and informational children’s programming. The Commission recently adopted stricter children’s programming
requirements, including a requirement that television broadcasters provide a minimum of three hours of “core” children’s educa-
tional programming per week.

In April 1998, the U.S. Court of Appeals for the D.C. Circuit struck down the FCC’s Equal Employment Opportunity
regulations as being unconstitutional. Recently the Commission commenced a proceeding in which it proposed new rules 
that it suggests would not share the constitutional flaws of the former rules. It has invited public comment on its proposals. The
Company cannot predict whether new rules will be adopted, the form of any such rules, or the impact of the rules on the
Company’s operations.

The FCC also has adopted various regulations to implement certain provisions of the Cable Television Consumer
Protection and Competition Act of 1992 (“1992 Cable Act”) which, among other matters, includes provisions respecting the
carriage of television stations’ signals by cable systems. In March 1997, the Supreme Court upheld a statutory provision requir-
ing cable systems to devote a specified portion of their channel capacity to the carriage of the signals of local television stations.
Moreover, the 1992 Cable Act was amended in certain important respects by the 1996 Act. Most notably, the 1996 Act repealed
the cross-ownership ban between cable and telephone entities and the FCC’s video dial tone rules. These actions, among other
regulatory developments, permit involvement by telephone companies in providing video services.
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In April 1997, the FCC adopted rules for implementing digital television (“DTV”) service in the United States. Imple-
mentation of DTV will improve the technical quality of television signals received by viewers and will give television broad-
casters the flexibility to provide new services, including high-definition television or multiple programs of standard definition
television and data transmission.

Under the FCC’s DTV rules, each broadcaster who, as of April 3, 1997, held a license to operate a full-power television
station or a construction permit for such a station will be assigned, for an eight-year transition period, a second channel on
which to initially provide separate DTV programming or simulcast its analog programming. Stations must construct their DTV
facilities and be on the air with a digital signal according to a schedule set by the FCC based on the type of station and the size
of the market in which it is located. For example, all ABC, CBS, NBC and FOX network affiliates in the 10 largest markets
must be on the air with a digital signal by May 1, 1999. (Several stations in the top 10 markets voluntarily committed in writ-
ing to the FCC to build DTV facilities by November 1, 1998. The Company’s stations, WFAA, KHOU and KING, made such
commitments and subsequently met the accelerated schedule.) Affiliates of the four major networks in the top 30 markets must
be transmitting digital signals by November 1999 and all other commercial broadcasters must follow suit by 2002. At the end of
the transition period, analog television transmissions will cease, and DTV channels will be reassigned to a smaller segment of the
broadcasting spectrum. It is likely that some of the vacated spectrum will be allocated to public safety, while the remainder will
be auctioned for use by other telecommunication services.

The FCC hopes to complete the full transition to DTV by 2006. Although the FCC has targeted December 31, 2006
as the date by which all television broadcasters must return their analog licenses, the Balanced Budget Act of 1997 allows broad-
casters to keep both their analog and digital licenses until at least 85 percent of the television households in their respective
markets can receive a digital signal. Local zoning laws and the lack of qualified tall-tower builders to construct the facilities
needed for DTV operations, among other factors, may cause delays in this transition. The FCC is currently considering a rule
which would set strict time limits within which local zoning authorities must act on zoning petitions by local television stations.
The Commission has announced that it will review the progress of DTV every two years and make adjustments to the 2006
target date, if necessary.

The Commission is currently considering whether cable television system operators should be required to carry stations’
DTV signals in addition to the currently required carriage of stations’ analog signals. In July 1998, the Commission issued a
Notice of Proposed Rulemaking posing seven different options for the carriage of digital signals and solicited comments from all
interested parties. The Commission has yet to issue a decision on this matter.

Under their network affiliation agreements and licensing agreements with program syndicators, television stations obtain
the valuable right to serve as the exclusive or primary source of certain programming in their local service areas. A recent FCC
proposal aimed at rectifying perceived problems in the Satellite Home View Act (which established a copyright license for limited
distribution of television network programming to direct broadcast satellite viewers) also could result in significant shrinkage of
the area generally considered to be the station’s local service area. Whether the FCC will adopt this proposal and how new FCC
rules may be affected by related legislative or judicial action cannot be predicted at this time.

The foregoing does not purport to be a complete summary of all the provisions of the Act or the regulations and policies
of the FCC thereunder. Proposals for additional or revised regulations and requirements are pending before and are considered
by Congress and federal regulatory agencies from time to time. The Company cannot predict the effect of existing and proposed
federal legislation, regulations and policies on its broadcast business. Also, various of the foregoing matters are now, or may
become, the subject of court litigation, and the Company cannot predict the outcome of any such litigation or the impact on its
broadcast business.

E M P L O Y E E S As of December 31, 1998, the Company had 6,920 full-time employees. The Company has approximately

900 employees who are represented by various employee unions. The majority of these employees are located in Providence,

Rhode Island, with the remaining union employees working at various television stations. The Company believes its relations

with its employees are satisfactory.
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I T E M  2 . P r o p e r t i e s

At December 31, 1998, the Company owned broadcast operating facilities in the following U. S. cities: Dallas, Texas (WFAA);
Houston, Texas (KHOU); Seattle, Washington (KING); Sacramento, California (KXTV); Portland, Oregon (KGW); Charlotte,
North Carolina (WCNC); San Antonio, Texas (KENS); Norfolk, Virginia (WVEC); New Orleans, Louisiana (WWL);
Louisville, Kentucky (WHAS); Albuquerque, New Mexico (KASA); Tulsa, Oklahoma (KOTV); Spokane, Washington (KREM);
Tucson, Arizona (KMSB); and Boise, Idaho (KTVB). The Company also leases broadcast facilities for the operations of KMOV
in St. Louis, Missouri and KHNL in Honolulu, Hawaii. Four of the Company’s broadcast facilities use broadcast towers that are
jointly owned with another network-affiliated television station in the same market (WFAA, KXTV, KENS and KOTV). The
broadcast towers associated with the Company’s other television stations are wholly-owned by the Company.

The Company leases a facility in Washington, D.C. that is used by its broadcasting and publishing operations for the gath-
ering and distribution of news from the nation’s capital. This facility includes a broadcast studio as well as general office space.

The Company owns and operates a newspaper printing facility and distribution center in Plano, Texas where seven high-
speed offset presses are housed to print The Dallas Morning News. An eighth press of The Dallas Morning News has been placed
with a broker for sale in anticipation of the installation of a replacement press, which will provide improved production capacity
and greater flexibility. Certain other operations of The Dallas Morning News are housed in a Company-owned, five-story build-
ing in downtown Dallas, which is equipped with computerized input and photocomposition equipment and other equipment
that is used in the production of both news and advertising copy.

The Company also owns and operates a newspaper printing facility in Providence, Rhode Island, where three high-speed
flexographic presses are housed to print The Providence Journal. The remainder of The Providence Journal’s operations is housed
in a Company-owned, five-story building in downtown Providence. This facility is equipped with computerized input and photo-
composition equipment and other equipment that is used in the production of both news and advertising copy.

The Company owns and operates a newspaper publishing facility, a commercial printing facility and various other prop-
erties in southern California. The newspaper publishing facility is located in downtown Riverside, California and is equipped
with three high-speed offset presses to print The Press-Enterprise. This facility also contains computerized input and photocom-
position equipment and other equipment that is used in the production of both news and advertising copy.

The Company owns other newspaper production facilities in Owensboro and Henderson, Kentucky and Bryan-College
Station, Texas.

During 1998, the Company converted a former newsprint warehouse in downtown Dallas into a fully-equipped digital
television facility for its 24-hour regional cable news operation, Texas Cable News (“TXCN”). TXCN’s studios and newsroom, 
along with its editorial, sales, marketing and administrative offices are located in this facility. TXCN began transmitting news
and information 24 hours a day on January 1, 1999. TXCN’s signal is distributed to cable companies by either fiber or 
Ku-band satellite.

Northwest Cable News (“NWCN”), the Company’s regional cable news network in the Pacific Northwest, conducts its
operations from the KING facility.

The Company’s corporate operations, several departments of The Dallas Morning News and certain broadcast administra-
tive functions have offices located in downtown Dallas in a 17-story office building owned by the Company.

All of the foregoing operations have additional leasehold and other interests that are used in their respective activities.
The Company believes its properties are in satisfactory condition and are well maintained, and that such properties are adequate
for present operations.

I T E M  3 . L e g a l  P r o c e e d i n g s

There are legal proceedings pending against the Company, including a number of actions for alleged libel and slander. In the
opinion of management, liabilities, if any, arising from these actions would not have a material adverse effect on the consolidated
results of operations, liquidity or financial position of the Company.

I T E M  4 . S u b m i s s i o n  o f  M a t t e r s  t o  a  Vo t e  o f  S e c u r i t y  H o l d e r s

No matter was submitted to a vote of shareholders, through the solicitation of proxies or otherwise, during the fourth quarter of
the fiscal year covered by this Form 10-K.
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P A R T  I I

I T E M  5 . M a r k e t  f o r  R e g i s t r a n t’ s  C o m m o n  E q u i t y  a n d  R e l a t e d  
S t o c k h o l d e r  M a t t e r s

The Company’s authorized common equity consists of 450,000,000 shares of Common Stock, par value $1.67 per share. The
Company has two series of Common Stock outstanding, Series A and Series B. Shares of the two series are identical in all
respects except that Series B shares are entitled to 10 votes per share on all matters submitted to a vote of shareholders, while the
Series A shares are entitled to one vote per share. Transferability of the Series B shares is limited to family members and affiliated
entities of the holder, and Series B shares are convertible at any time on a one-for-one basis into Series A shares. Shares of the
Company’s Series A Common Stock are traded on the New York Stock Exchange (NYSE symbol: BLC). There is no established
public trading market for shares of Series B Common Stock. The Company has also issued certain Preferred Stock Purchase
Rights that accompany the outstanding shares of the Company’s Common Stock. See Note 9 of the Notes to Consolidated
Financial Statements.

On June 5, 1998, the Company completed a two-for-one stock split in the form of a stock dividend whereby one addi-
tional share of Series A and Series B Common Stock was issued for each share of Series A and Series B Common Stock out-
standing on May 22, 1998, the record date for the split. The effect of the stock split was to double the number of shares out-
standing and reduce earnings per share amounts by one-half. Total shareholders’ equity and the proportionate ownership in the
Company of individual shareholders were not affected by the stock split. All earnings and dividends per share, weighted average
shares outstanding and share trading prices in this report have been restated to reflect the stock split.

The following table lists the high and low trading prices and the closing prices for Series A Common Stock as reported
on the New York Stock Exchange for each of the quarterly periods in the last two years.

High Low Close Dividends

1998 

Fourth Quarter $1915⁄16 $1315⁄16 $1915⁄16 $.06
Third Quarter $255⁄8 $183⁄8 $20 $.06
Second Quarter $273⁄4 $221⁄8 $243⁄8 $.06
First Quarter $2815⁄32 $263⁄16 $271⁄2 $.06

1997 

Fourth Quarter $281⁄16 $221⁄2 $281⁄16 $.055
Third Quarter $255⁄8 $2017⁄32 $241⁄4 $.055
Second Quarter $211⁄2 $171⁄16 $2013⁄16 $.055
First Quarter $193⁄4 $165⁄8 $187⁄16 $.055

On January 29, 1999, the closing price for the Company’s Series A Common Stock as reported on the New York Stock
Exchange was $18.8125. The approximate number of shareholders of record of the Series A and Series B Common Stock at the
close of business on such date was 19,483 and 601, respectively.
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I T E M  6 . S e l e c t e d  F i n a n c i a l  D a t a

The following table presents selected financial data of the Company for each of the five years in the period ended December 31,
1998. For a more complete understanding of this selected financial data, see Item 7. “Management’s Discussion and Analysis of
Financial Condition and Results of Operations” and Item 8. “Financial Statements and Supplementary Data,” including the
Notes thereto. Certain operations have been reclassified to reflect new requirements under segment reporting standards.

In thousands, except per share amounts 1998 1997 1996 1995 1994

Broadcasting revenues(a) $  609,068 $  536,737 $  333,396 $  322,642 $258,040
Newspaper publishing revenues(b) 787,541 694,495 487,560 409,099 369,366
Other(c) 10,736 17,149 3,352 3,602 719
Net operating revenues $1,407,345 $1,248,381 $  824,308 $  735,343 $628,125
Net earnings $    64,902 $    82,972 $  87,505 $  66,576 $ 68,867
Per share amounts:(d)

Basic earnings per share $          .53 $          .72 $   1.07 $         .85 $      .86
Diluted earnings per share $          .52 $          .71 $   1.05 $         .84 $      .85
Cash dividends $          .24 $          .22 $  .21 $    .16 $      .15

Other data:
Segment operating cash flow:(e)

Broadcasting(f) $  238,745 $  216,654 $122,837 $121,716 $106,396
Newspaper publishing(g) $  207,663 $  204,898 $127,945 $ 90,915 $ 87,284

Segment operating cash flow margins:
Broadcasting(f) 39.2% 40.4% 36.8% 37.7% 41.2%
Newspaper publishing(g) 26.4% 29.5% 26.2% 22.2% 23.6%

Total assets(a) (b) $3,539,089 $3,622,954 $1,224,072 $1,154,022 $913,791
Long-term debt(h) $1,634,029 $1,614,045 $  631,857 $  557,400 $330,400

(a) The Company purchased WWL in June 1994, KIRO in February 1995, nine television stations as part of the PJC acquisition in February 1997 and KENS in October
1997. KMOV was acquired in exchange for KIRO in June 1997.

(b) The Company purchased The Eagle in December 1995, the Messenger-Inquirer in January 1996, The Providence Journal in February 1997, The Gleaner in March
1997, and increased its ownership in The Press-Enterprise to 100 percent in July 1997.

(c) “Other” includes revenues associated with the Company’s cable news operations (beginning in March 1997), television production subsidiary and a programming
distribution partnership. The Company sold its interest in the partnership in February 1996. From March 1997 through June 1997, “Other” also included a cable
network acquired in connection with the PJC acquisition. The cable network was subsequently disposed of and its operations are excluded effective July 1, 1997.

(d) Per share amounts have been restated to reflect the two-for-one common stock split effected as a stock dividend on June 5, 1998 and have been rounded to the nearest
whole cent.

(e) Operating cash flow is defined as segment earnings from operations plus depreciation and amortization. Operating cash flow is used in the broadcasting and publishing
industries to analyze and compare companies on the basis of operating performance, leverage and liquidity. However, operating cash flow should not be considered in
isolation or as a substitute for measures of performance prepared in accordance with generally accepted accounting principles. In 1998, newspaper publishing operating
cash flow excludes a non-cash charge of $11,478 for the write-down of a press at TDMN. See Note 14 of the Consolidated Financial Statements.

(f ) Broadcasting operating cash flow in 1998 includes a non-recurring charge for a voluntary early retirement program and other employee reduction initiatives, totaling
$6,996.

(g) Newspaper publishing operating cash flow in 1998 includes certain voluntary early retirement charges of $6,344.
(h) Long-term debt increased in 1997 due to borrowings of $1,100,545 to finance various acquisitions and in 1998 due to repurchases of 6,727,400 shares of the Company’s

stock for $129,786.
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I T E M  7 . M a n a g e m e n t’ s  D i s c u s s i o n  a n d  A n a l y s i s  o f  F i n a n c i a l  C o n d i t i o n  a n d
R e s u l t s  o f  O p e ra t i o n s

The Company is an owner and operator of 17 network-affiliated television stations and publisher of six daily newspapers. The
following table sets forth the Company’s major media assets by segment as of December 31, 1998:

T E L E V I S I O N B R O A D C A S T I N G
Network

Market Market Rank (a) Station Affiliation Status Acquired

Dallas/Fort Worth 7 WFAA ABC Owned March 1950
Houston 11 KHOU CBS Owned February 1984
Seattle/Tacoma 12 KING NBC Owned February 1997
Seattle/Tacoma 12 KONG IND LMA February 1997
Sacramento(b) 20 KXTV ABC Owned February 1984
St. Louis 21 KMOV CBS Owned June 1997
Portland 23 KGW NBC Owned February 1997
Charlotte 28 WCNC NBC Owned February 1997
San Antonio 37 KENS CBS Owned October 1997
Hampton/Norfolk 40 WVEC ABC Owned February 1984
New Orleans 41 WWL CBS Owned June 1994
Louisville 48 WHAS ABC Owned February 1997
Albuquerque 49 KASA FOX Owned February 1997
Tulsa 59 KOTV CBS Owned February 1984
Honolulu 71 KHNL NBC Owned February 1997
Honolulu(c) 71 KFVE UPN/WB LMA February 1997
Spokane 72 KREM CBS Owned February 1997
Spokane(c) 72 KSKN UPN/WB LMA February 1997
Tucson 78 KMSB FOX Owned February 1997
Tucson 78 KTTU UPN LMA February 1997
Boise 125 KTVB NBC Owned February 1997

N E W S P A P E R P U B L I S H I N G
Daily Sunday

Newspaper Location Acquired Circulation(e) Circulation(e)

The Dallas Morning News (“TDMN”) Dallas, TX (d) 515,181 780,084
The Providence Journal (“PJ”) Providence, RI February 1997 167,381 239,193
The Press-Enterprise (“PE”) Riverside, CA July 1997 161,612 168,222
Messenger-Inquirer Owensboro, KY January 1996 31,767 34,991
The Eagle Bryan-College Station, TX December 1995 22,449 27,219
The Gleaner Henderson, KY March 1997 11,152 13,167

O T H E R

Company Description

Northwest Cable News (“NWCN”) Cable news network offering regional news distributed to approximately 2 million
homes in the Pacific Northwest

Texas Cable News (“TXCN”) Cable news network offering regional news in Texas; operations began January 1, 1999

(a) Market rank is based on the relative size of the television market, or Designated Market Area (“DMA”), among the 211 generally recognized DMAs in the United States,
based on November 1998 Nielsen estimates.

(b) The Company has entered into an agreement to exchange KXTV for the ABC affiliate in Austin, Texas (market rank 60). See Other Matters.
(c) The primary affiliation is with UPN. The WB network is currently a secondary affiliation.
(d) The first issue of The Dallas Morning News was published by Belo on October 1, 1885.
(e) Average paid circulation for the six months ended September 30, 1998, according to the Audit Bureau of Circulation’s FAS-FAX report.
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The Company depends on advertising as its principal source of revenues. As a result, the Company’s operations are sensi-
tive to changes in the economy, particularly in the Dallas/Fort Worth metropolitan area, where its two largest properties are
located. The Company also derives revenues, to a much lesser extent, from the daily sale of newspapers and from compensation
paid by networks to its television stations for broadcasting network programming.

All references herein to broadcasting operating cash flow or newspaper publishing operating cash flow refer to segment
earnings from operations plus depreciation and amortization, as defined in Item 6. “Selected Financial Data.” Operating cash
flow as defined should not be considered in isolation or as a substitute for measures of performance prepared in accordance with
generally accepted accounting principles. All references to earnings per share represent diluted earnings per share.

Statements in Items 7. and 7A. and elsewhere in this Annual Report on Form 10-K concerning the Company’s business
outlook or future economic performance, anticipated profitability, revenues, expenses, capital expenditures or other financial
items, together with the discussion regarding Year 2000 impact and other statements that are not historical facts, are “forward-
looking statements” as that term is defined under applicable Federal Securities Laws. Forward-looking statements are subject to
risks, uncertainties and other factors that could cause actual results to differ materially from those statements. Such risks, uncer-
tainties and factors include, but are not limited to, changes in advertising demand, interest rates and newsprint prices; techno-
logical changes; development of Internet commerce; industry cycles; changes in pricing or other actions by competitors and sup-
pliers; regulatory changes; the effects of Company acquisitions and dispositions; and general economic conditions, as well as
other risks detailed in the Company’s filings with the Securities and Exchange Commission (“SEC”), including this Annual
Report on Form 10-K.

R E S U L T S O F O P E R A T I O N S

(dollars in thousands, except per share amounts)
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Results for 1998 include a full year’s operations for each of the following 1997 acquisitions: The Providence Journal Company
(“PJC”), acquired February 28, 1997, The Gleaner, acquired March 31, 1997, The Press-Enterprise, acquired July 25, 1997 and
KENS, acquired October 15, 1997. Also in 1997, TVFN, a cable network acquired in connection with PJC, was disposed of as
a part of the acquisition of KENS. In addition, KIRO was exchanged for KMOV effective June 2, 1997.

Consolidated Results of Operations The Company recorded net earnings of $64,902 or 52 cents per share for 1998, compared
with $82,972 or 71 cents per share in 1997. Results for 1998 include non-recurring charges of $26,157, comprised of an
$11,478 non-cash charge for the write-down of a press at The Dallas Morning News, separation costs of $14,229 associated with
a voluntary early retirement program and other employee reduction initiatives and $450 for severance and asset disposal costs
related to the termination of operations of the Company’s programming subsidiary. These charges resulted in a reduction in
earnings per share of 13 cents in 1998. In addition, the Company realized a net gain of two cents per share related to the dispo-
sition of its investment in Peapod, Inc. stock, which was acquired in the PJC acquisition. Excluding these non-recurring items,
earnings per share for 1998 were 63 cents compared with 71 cents for 1997.

Depreciation and amortization expense for 1998 was $159,442, excluding the $11,478 write-down of a press at TDMN,
compared with 1997 depreciation and amortization of $134,993. The increase in 1998 is due to a full year’s effect of the 1997
acquisitions.

Interest expense in 1998 was $107,638, compared with $90,778 in 1997. Average debt levels in 1998 were up 14.3
percent from 1997 average debt levels, due to a full year’s effect of the debt incurred to finance 1997 acquisitions and 1998
share repurchases of $129,786. In addition, the 1998 weighted average interest rate on total debt was 6.7 percent, compared
with 6.6 percent in 1997. This increase was due to the conversion of $1 billion of revolving debt to fixed-rate debt during the 
second and third quarters of 1997.

The effective tax rate in 1998 was 50.3 percent compared with 46.2 percent in 1997. The increase for 1998 was due
primarily to lower pre-tax earnings and a full year’s effect of non-deductible goodwill amortization expense.
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Segment Results of Operations To enhance comparability of the Company’s segment results of operations for the years ended
December 31, 1998 and 1997, certain information below is presented on an “as adjusted” basis and takes into account the
acquisitions of PJC, The Gleaner, The Press-Enterprise and KENS and reflects the KIRO/KMOV exchange as though each had
occurred at the beginning of 1997. The “as adjusted” amounts exclude TVFN, which was acquired from PJC but subsequently
disposed of in connection with the KENS acquisition. In addition, certain operations have been reclassified to reflect new
requirements under Statement of Financial Accounting Standard (“SFAS”) No. 131 “Disclosures about Segments of an
Enterprise and Related Information.”

As Adjusted As Reported

% %
Year ended December 31, 1998 1997 Change 1998 1997 Change

Net Operating Revenues:
Broadcasting $609,068 $580,908 4.8% $609,068 $536,737 13.5%
Newspaper publishing 787,541 770,713 2.2% 787,541 694,495 13.4%
Other 10,736 9,185 16.9% 10,736 17,149 (37.4)%

Operating Cash Flow:
Broadcasting $238,745 $235,375 1.4% $238,745 $216,654 10.2%
Newspaper publishing(1) 207,663 217,928 (4.7)% 207,663 204,898 1.3%
Other (4,182) (2,496) (67.5)% (4,182) (7,672) 45.5%

(1) Both as reported and as adjusted operating cash flow for newspaper publishing in 1998 exclude the effect of the $11,478 non-cash charge to write down a press at TDMN.

The discussion that follows compares segment operations on an “as adjusted” basis only.

Broadcast Division Broadcasting revenues in 1998 were $609,068, an increase of 4.8 percent over 1997 revenues of $580,908.
Double digit revenue increases were realized by several Belo television stations, including three stations in the top 25 markets
(Sacramento, St. Louis and Portland). The majority of these revenue increases were attributable to political advertising revenues.
Congressional and gubernatorial races in several states contributed to political advertising revenues of more than $36 million in
1998, compared with 1997 political advertising revenues of just over $7 million. Local advertising revenues in 1998 increased
by 1.8 percent over the prior year due to early gains in automotive advertising and broadcast of the Winter Olympics on the
Company’s six CBS stations. These gains were offset by lower national advertising revenues, which were down 3.8 percent com-
pared with 1997. The decline was attributable to generally weak demand from national advertisers beginning in the second
quarter, which continued with the General Motors strike in the third quarter.

Belo’s Television Group includes four ABC affiliates, five NBC affiliates and six CBS affiliates, with the top three stations
by market rank each affiliated with a different network (ABC in Dallas/Fort Worth, CBS in Houston and NBC in Seattle/
Tacoma). This balance contributes to more stable revenues despite variations in network ratings performance, caused by factors
such as prime time programming preferences and special events like the Olympics and the Super Bowl. Revenue increases by
affiliate group in 1998 compared with 1997 were as follows: ABC, 4.6 percent; NBC, 4.2 percent; and CBS, 4.7 percent.

Broadcasting operating cash flow increased 1.4 percent to $238,745 during 1998 compared with 1997 broadcasting oper-
ating cash flow of $235,375. Broadcasting operating cash flow margin of 39.2 percent was down from the 1997 margin of 40.5
percent. Excluding the effect of the fourth quarter 1998 charge for the voluntary early retirement program and other employee
reduction initiatives totaling $6,996, operating cash flow was $245,741 and operating cash flow margin was 40.3 percent. Total
cash expenses increased 7.2 percent in 1998, including the fourth quarter non-recurring charge. Excluding this charge, total 
cash expenses were up 5.1 percent, led by an increase in employee costs of 6 percent due to an increased number of employees
(primarily in sales), normal merit adjustments, overtime and higher benefit costs. Programming expenses were higher in 1998 by
nearly 10 percent as programming content was improved at some of Belo’s recently acquired stations. Other expenses were rela-
tively flat when compared with 1997 as higher costs related to Olympic coverage were substantially offset by lower expenditures
for advertising and promotion.
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Newspaper Publishing Division Newspaper publishing revenues of $787,541 increased 2.2 percent in 1998 compared with 1997
revenues of $770,713. Revenues increased at all of the Company’s newspapers, including .4 percent at The Dallas Morning News,
4.2 percent at The Providence Journal and 6.4 percent at The Press-Enterprise. Advertising revenues comprised 85 percent of 
total 1998 newspaper publishing revenues, circulation revenues accounted for 12 percent, and commercial printing contributed
to the remainder.

Newspaper volume is measured in column inches. Volume for TDMN was as follows (in thousands):

Year ended December 31, 1998 1997 % Change

Full-run ROP inches (1)

Classified 1,989 2,053 (3.1)%
Retail 1,376 1,485 (7.3)%
General 304 327 (7.0)%

Total 3,669 3,865 (5.1)%

(1) Full-run ROP inches refers to the number of column inches of display and classified advertising that is printed and distributed in all editions of the newspaper.

While advertising linage decreased in all three major categories at TDMN in 1998 versus 1997, the newspaper instituted
rate increases in all categories effective January 1, 1998. These rate increases ranged from 5 percent to 12.75 percent. The
decline in classified advertising volume was primarily in the classified employment category. In 1997, TDMN had a year of
record performance and classified employment linage reached a five-year high. However, low unemployment levels in North
Texas contributed to an 11.1 percent decline in employment classified advertising volume during 1998. Despite the decline in
employment classified volume, higher average rates and increased linage in the automotive and real estate categories contributed
to an overall year-to-year increase in total classified advertising revenues. Retail volumes declined 7.3 percent while average rates
increased 3.9 percent, resulting in a 3.8 percent decrease in retail revenue in 1998 versus 1997. The decrease in retail advertising
was primarily due to a decline in department store linage. General advertising revenues were down 8.2 percent due to a volume
decline of 7 percent and lower average rates. Circulation revenues were lower by 5 percent due to declines in both daily and
Sunday volumes of 1 percent and 1.5 percent, respectively, and higher contractor rates.

Revenues for PJ were higher in 1998 versus 1997 due to gains in both retail and classified advertising. Higher rates con-
tributed the majority of the increase in retail advertising revenue, with average rates during 1998 up 6.1 percent over the prior
year. The 1998 classified advertising gain over the previous year was largely due to higher rates as volume gains in classified
employment were offset by lower linage in automotive, rentals and merchandise classified advertising. General advertising vol-
umes were down at PJ, primarily due to a decline in airline advertising. Circulation revenues were down .9 percent due to
declines in daily and Sunday volume of 1.5 percent and 1.4 percent, respectively.

Advertising revenue at PE increased 7.5 percent in 1998 compared with 1997, due primarily to increases in classified
advertising, which improved 15.8 percent. Classified volumes were up 3.5 percent, most significantly in employment advertis-
ing, and average rates were better by 3.9 percent. Advertising revenue improvement was also the result of the expansion of PE’s
total market coverage program and an increase in preprints. Circulation revenues for PE in 1998 were unchanged relative to
1997 as increased volume in daily circulation was offset by decreased Sunday circulation.

Newspaper publishing operating cash flow for 1998 was $207,663, a decrease of 4.7 percent when compared with
$217,928 in 1997. Operating cash flow margin was 26.4 percent in 1998 compared to 28.3 percent in 1997. Excluding the
effect of a $6,344 non-recurring charge for early retirement costs in the fourth quarter, newspaper publishing operating cash
flow for 1998 was $214,007 and the margin was 27.2 percent. Total cash expenses for the publishing segment were up $27,095
or 4.9 percent in 1998 compared with 1997, including the fourth quarter charge. Excluding the charge, cash expenses increased
3.8 percent. The largest contributing factor to the increase was newsprint, ink and other supplies expense, which was up 5.8
percent over last year as a result of higher newsprint prices. Employee costs for the publishing segment during 1998, excluding
the early retirement charge, increased 2.6 percent over the prior year. Other production, distribution and operating costs were
3.4 percent higher in 1998, due to higher distribution costs and advertising and promotion efforts.
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Other Other revenues comprised the Company’s regional cable news operations and programming subsidiary. The improvement
in 1998 was due to increased revenues at Northwest Cable News, offset somewhat by slightly lower revenues at the program-
ming subsidiary. Other operating cash flow declined due to start-up costs associated with TXCN, a regional cable news opera-
tion that was launched on January 1, 1999. Other operating cash flow also included a $450 non-recurring charge for severance
and asset disposition costs related to the termination of operations of the programming subsidiary.

1 9 9 7  C O M P A R E D W I T H 1 9 9 6

Consolidated Results of Operations The Company recorded net earnings for 1997 of $82,972 or 71 cents per share, compared with
$87,505 or $1.05 per share in 1996. Results for 1996 include a net gain of $3,895 (3 cents per share) on the sale of Maxam
Entertainment, a programming distribution partnership, to CBS. Net earnings and earnings per share for 1997 were diluted by
the amortization of intangibles, increased interest expense and an increase in shares outstanding as a result of the Company’s
acquisitions during 1997, as described previously.

Depreciation and amortization expense in 1997 was $134,993 compared with $65,183 in 1996. The majority of the
increase in 1997 was due to the PJC acquisition in February. Amortization of intangibles associated with PJC was approximately
$39,024 for the year while additional depreciation expense due to the step-up in fixed asset basis was $4,729 in 1997.

Interest expense for 1997 was $90,778 compared with $27,643 in 1996. Total borrowings for 1997 acquisitions were
$1,100,545, a significant portion of which related to the PJC acquisition. Also contributing to the increase in 1997 interest
expense was the additional debt associated with fourth quarter 1996 share repurchases of $306,146. In addition, during 1997
the Company converted $1 billion in revolving debt to fixed-rate debt to reduce the Company’s exposure to interest rate risk.
Overall, weighted average interest rates for 1997 increased to 6.6 percent from 5.7 percent in 1996.

The effective tax rate for 1997 was 46.2 percent compared with 39.2 percent in 1996. The increase in the effective rate in
1997 was due primarily to the amortization of non-deductible goodwill and higher state taxes, both of which were a result of
the PJC acquisition.

Segment Results of Operations To enhance comparability of Belo’s segment results of operations for the years ended December 31,
1997 and 1996, certain information below is presented on an “as adjusted” basis and includes the acquisitions of PJC, The
Gleaner, The Press-Enterprise and KENS and reflects the KIRO/KMOV exchange as though each had occurred at the beginning
of the respective periods presented. The “as adjusted” amounts exclude TVFN, which was acquired from PJC but subsequently
disposed of in connection with the KENS acquisition. In addition, certain operations have been reclassified to reflect new
requirements under segment reporting standards.

As Adjusted As Reported

Year ended December 31, 1997 1996 % Change 1997 1996 % Change

Net Operating Revenues:
Broadcasting $580,908 $560,759 3.6% $536,737 $333,396 61.0%
Newspaper publishing 770,713 718,491 7.3% 694,495 487,560 42.4%
Other 9,185 6,244 47.1% 17,149 3,352 *

Operating Cash Flow:
Broadcasting $235,375 $226,044 4.1% $216,654 $122,837 76.4%
Newspaper publishing 217,928 164,361 32.6% 204,898 127,945 60.1%
Other (2,496) (3,754) 33.5% (7,672) (865) *

*Not meaningful.

The discussion that follows compares segment operations on an “as adjusted” basis only.

Broadcast Division Broadcasting revenues in 1997 of $580,908 were $20,149 higher than 1996 broadcasting revenues of
$560,759, an increase of 3.6 percent. Local and national spot revenues combined for an increase of $41,011, while political
advertising revenues were down $24,636 compared with the prior year.
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Local revenues were 8.4 percent higher in 1997 compared with 1996, with increases in each of Belo’s television markets
with the exception of New Orleans and Honolulu, where local economic conditions were generally unfavorable throughout
1997. Of the 15 stations recording local revenue increases, 13 had increases of 5 percent or more and six were up 10 percent or
more. The largest local revenue increases were in Seattle/Tacoma, Dallas/Fort Worth, Houston, St. Louis, Sacramento, Portland
and Louisville, due largely to strong ratings, market growth and substantial automotive advertising.

National revenues in 1997 were 9.1 percent higher than 1996, with 10 of Belo’s television stations recording increases
ranging from 8.1 percent to 22.6 percent. The most significant growth in national revenues occurred in the Dallas/Fort Worth,
Seattle/Tacoma, Portland, Houston, St. Louis and San Antonio markets. Much of this growth was due to automotive, com-
munications and financial advertising.

Political revenues in 1997 decreased significantly from those in 1996, a Presidential election year that also included
Senate races in Texas and California and several local and state political issues. Year-to-year spot revenue increases by affiliate
group were as follows: ABC, 6.1 percent; CBS, 1.1 percent; and NBC, 2.5 percent.

Broadcasting operating cash flow for 1997 was $235,375, an increase of 4.1 percent over 1996 broadcasting operating
cash flow of $226,044. Operating cash flow margins grew slightly to 40.5 percent in 1997 compared with 40.3 percent in 1996.
Revenues increased 3.6 percent, while cash expenses increased 3.2 percent. Salaries, wages and employee benefits expense was up
4.3 percent due to a greater number of employees, normal merit increases and higher bonuses. Programming expenses were 
3.6 percent higher in 1997 due to increased rates for certain first-run programming. These increases were offset by savings of 
8 percent in advertising and promotion expense, due to several significant advertising campaigns in 1996 that were not repeated
in 1997.

Newspaper Publishing Division Newspaper publishing revenues increased 7.3 percent in 1997. Revenues were up at The Dallas
Morning News by 7.5 percent. The Providence Journal revenues improved 7.8 percent while The Press-Enterprise revenues 
were up 6.7 percent. Advertising revenues comprised 84 percent of total 1997 newspaper publishing revenues while circulation
contributed 13 percent. Commercial printing contributed most of the remainder.

Newspaper advertising volume is measured in column inches. Volume for TDMN was as follows (in thousands):

Years ended December 31, 1997 1996 % change

Full-run ROP inches:
Classified 2,053 2,057 (.2)%
Retail 1,485 1,435 3.5%
General 327 296 10.5%

Total 3,865 3,788 2.0%

Classified advertising revenue at TDMN increased 11.2 percent despite relatively flat volumes, due to higher average
rates. Employment advertising led the improvement in classified over 1996 with increases in both volume and rate, while auto-
motive and real estate advertising had higher rates but lower volumes. Retail advertising revenue at TDMN increased 7.7 per-
cent due to a 3.5 percent increase in volume combined with a 4.1 percent increase in average rates. A 7.9 percent increase in
general advertising revenue was driven by a 10.5 percent volume increase, primarily in the technology category, slightly offset by
lower average rates. While year-to-year circulation volumes were relatively unchanged, circulation revenue at TDMN was down
3.4 percent due to changes in circulation mix between home delivery and single-copy sales.

Advertising revenues at PJ increased 8.1 percent due to across-the-board rate increases effective January 1, 1997, PJ’s first
rate increases since October 1, 1995. Classified revenues in 1997 increased 12.5 percent over 1996, due primarily to the rate
increases in the employment and automotive categories. Volumes were also up 4 percent in classified advertising. Retail advertis-
ing revenues were 11.6 percent higher than the prior year, due to the higher rates and increased volumes of 3.3 percent. On
average, retail rates were up 9.6 percent over 1996. Contributing to the volume gains in 1997 were improvements in automotive
and telecommunication advertising and gains from a new monthly Health & Fitness section. General advertising revenue was
down slightly as airline advertising, which was significant in 1996 due to the completion of an airport renovation in Providence,
was replaced in 1997 by lower-rate automotive advertising. Circulation revenue for PJ was up slightly due to increases in Sunday
prices in February 1996 and daily home delivery prices in January 1997, which were offset by volume declines of 1 percent and
2.4 percent for daily and Sunday, respectively.
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The majority of PE’s 1997 revenue improvement over 1996 was attributable to classified advertising, which was up 
11.8 percent due to higher rates, offset somewhat by a reduction in volume. Circulation revenues for PE were up 2.6 percent in
1997 over 1996 due to both rate and volume increases.

Newspaper publishing operating cash flow was $217,928 in 1997 and $164,361 in 1996, resulting in operating cash flow
margins of 28.3 percent and 22.9 percent, respectively. The 32.6 percent increase in operating cash flow and corresponding
improvement in operating cash flow margin were due to the 7.3 percent increase in revenues, while cash expenses were substan-
tially unchanged. Newsprint, ink and other supplies expense was 13.5 percent lower than in 1996, due primarily to lower prices
for newsprint, offset somewhat by increased consumption. Salaries, wages and employee benefits expense in 1997 was 4 percent
higher due to a greater number of employees and merit increases. Other operating expenses were up 10.5 percent over 1996 due
to increases in distribution expenses, outside services, features and news services, solicitation fees, advertising and promotion,
and bad debt expense.

L I Q U I D I T Y A N D C A P I T A L R E S O U R C E S

(dollars in thousands, except per share amounts)
Net cash provided by operations, bank borrowings and term debt are Belo’s primary sources of liquidity. On an as reported
basis, 1998 net cash provided by operations was $234,872, compared with $256,418 in 1997. During 1998, increases in cash
earnings (defined as net earnings plus depreciation and amortization and other non-cash charges) and receivable collections were
more than offset by greater working capital requirements for interest and 1997 bonuses paid in 1998 and the timing of pay-
ments for income taxes, including those resulting from acquisition-related transactions. Net cash provided by operations was
used to fund capital expenditures, common stock dividends and a substantial portion of 1998 share repurchases of $129,786. As
a result, long-term debt increased $19,984 from December 31, 1997 to December 31, 1998.

During 1998, the Company recorded non-recurring charges of $26,157 comprising a non-cash charge of $11,478 for the
write-down of a press at TDMN, separation costs of $14,229 associated with a voluntary early retirement program and other
employee reduction initiatives, and $450 for severance and asset disposal costs related to the termination of operations of Belo’s
programming subsidiary. The majority of the separation costs were paid in 1998.

At December 31, 1998, the Company had $1 billion in fixed-rate debt securities as follows: $250,000 of 67⁄8% Senior
Notes due 2002; $300,000 of 71⁄8% Senior Notes due 2007; $200,000 of 73⁄4% Senior Debentures due 2027; and $250,000 of
7 1⁄4% Senior Debentures due 2027. The weighted average effective interest rate for these debt instruments is 7.3 percent. The
Company also has $500,000 of additional debt securities available for issuance under a shelf registration statement filed in April
1997. Future issues of fixed-rate debt may be used to refinance variable-rate debt in whole or in part or for other corporate 
purposes as determined by management.

At December 31, 1998, the Company had a $1 billion variable-rate revolving credit agreement with a syndicate of 26
banks under which borrowings were $580,000. Borrowings under the agreement mature upon expiration of the agreement on
August 29, 2002, with one year extensions possible through August 29, 2004, at the request of the Company and with the con-
sent of the participating banks. The Company also had $31,500 of short-term unsecured notes outstanding at December 31,
1998. These borrowings may be converted at the Company’s option to revolving debt. Accordingly, such borrowings are classi-
fied as long-term in the Company’s financial statements. The Company is required to maintain certain financial ratios as of the
end of each quarter, as defined in its revolving credit agreement. As of December 31, 1998, the Company was in compliance
with all ratio requirements.

On June 25, 1998, the Company announced its intention to repurchase shares from time to time under its existing share
repurchase authorization. This repurchase authority covered 10,673,744 shares at the time of the announcement. As of
December 31, 1998, 6,727,400 shares had been repurchased for an aggregate purchase price of $129,786. These purchases were
funded primarily through cash from operations and borrowings under the Company’s revolving credit facility. All treasury shares
purchased during 1998 have been retired. The remaining authorization for the repurchase of shares as of December 31, 1998
was 3,946,344 shares. During January and February 1999, the Company repurchased an additional 861,200 shares of its stock
for an aggregate cost of $15,990.

During 1998, the Company paid dividends of $29,694 or 24 cents per share on Series A and Series B Common Stock
outstanding, compared with $24,428 or 22 cents per share during 1997. The higher dividends in 1998 were due to the higher
dividend rate and the full-year effect of the shares issued in 1997 in connection with the PJC acquisition. In June 1998, the
Company completed a two-for-one stock split in the form of a dividend. All record holders of Series A and Series B Common



B E L O 1 9 9 8 A N N U A L R E P O R TB E L O 1 9 9 8 A N N U A L R E P O R T 25

Stock as of May 22, 1998 received an equal number of Series A or Series B shares on June 5, 1998. All earnings and dividends
per share, weighted average shares outstanding and share trading prices have been restated to retroactively reflect the stock split.

Total capital expenditures for 1998 were $102,927. The Company’s television stations spent $55,035, primarily on new
broadcast equipment, including $23,328 for equipment to be used in the transmission of digital television (“DTV”). Newspaper
publishing capital expenditures were $25,847, and included publishing equipment and amounts for certain system replace-
ments. 1998 capital expenditures for building and equipment installations necessary to commence operations at TXCN were
approximately $16 million. Capital spending in 1999 is expected to be approximately $97 million and includes $22.7 million
for additional DTV expenditures and $15.7 million toward the purchase of the new press at TDMN. The total cost to purchase
and install the new press over the next eighteen months is approximately $36 million. The new press will replace an existing
press that, because of production limitations, is significantly less efficient than TDMN’s other presses. Because the output of the
older press can be managed on an interim basis by the other presses, it has been placed with a broker for sale.

As of December 31, 1998, required future payments for capital projects in 1999 were $31,810. The Company expects to
finance future capital expenditures using cash generated from operations and, when necessary, borrowings under the revolving
credit agreement.

The Company believes its current financial condition and credit relationships are adequate to fund both its current
obligations as well as near-term growth.

O T H E R M A T T E R S

The Company has announced plans to exchange its ABC affiliate in Sacramento, California plus up to $55 million in cash for
the ABC affiliate in Austin, Texas. The Company will report a non-cash gain on the transaction. While the amount of the non-
cash gain has not been determined, it is expected to be significant. The Company anticipates closing the transaction in the sec-
ond quarter of 1999 following FCC and other regulatory approvals.

Statement of Position (“SOP”) 98-1 requires the capitalization of internally developed software costs beginning January 1,
1999. The Company’s 1999 capital plan includes certain system replacements that will be accounted for in accordance with this
new accounting guidance. As it has been the Company’s practice to capitalize certain system development costs in the past, the
adoption of SOP 98-1 is not expected to have a significant effect on future results of operations.

Y E A R 2 0 0 0

The Company has performed an enterprise-wide evaluation to assess the ability of its information technology (“IT”) and 
non-IT systems to function properly and execute transactions relating to the year 2000. The program includes the following
phases: (1) project identification, (2) estimation of costs and target end dates, (3) system remediation or replacement, (4) test-
ing, (5) integration, and (6) vendor compliance assessment. The Company has substantially completed the first two phases 
of the program. Active management of projects in all other phases is ongoing. All phases of the program are expected to be
completed by December 31, 1999 or sooner.

The Company is in the process of replacing systems in the Publishing Division, including certain systems related to
advertising, circulation and editorial applications. Remediation and replacement of other systems in both the Publishing and
Broadcast Divisions is also underway. The Company expects to remediate or replace the affected systems in a timely manner.

The Company’s program includes testing of systems that have been corrected, upgraded or replaced and testing of
applications and equipment identified as compliant. Once a system has been fully tested, it is integrated into the production
environment. While testing provides assurance that individual applications will properly perform required functions in 2000, it
is not possible to completely simulate the effect of Year 2000 requirements.

The vendor compliance assessment phase includes contacting significant third-party vendors in an effort to determine 
the state of their Year 2000 readiness. As are all businesses, Belo is dependent upon certain vendors and suppliers whose delivery
of product or service is material to the production and distribution of the Company’s products. Material vendors include, but
are not limited to, utilities providers, telecommunications, news and content providers, television network and programming
suppliers, and newsprint suppliers. The Company has initiated formal communications with its significant vendors and is moni-
toring responses and implementing additional follow-up measures as necessary. However, there can be no assurances that IT and
non-IT systems of third parties that the Company may rely upon will be Year 2000 compliant in a timely manner, and therefore
the Company could be adversely affected by failure of a significant third party to become Year 2000 compliant.
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The Company believes the Year 2000 issues associated with its IT and non-IT systems will be mitigated by the imple-
mentation of previously planned system replacements. Costs associated with these system replacements have been included in
the Company’s capital plans and have been funded primarily with cash provided by operations. The Company has expensed
$3.1 million in connection with its Year 2000 program through December 31, 1998, including $2.8 million expensed in 1997,
and does not expect remaining Year 2000 expenses to be significant.

The business risks to the Company for failure to achieve Year 2000 compliance vary, and depend upon the system and
the business unit affected. While the Company believes its Year 2000 projects will be completed on a timely basis, failure to suc-
cessfully complete significant portions of its Year 2000 program or failure by significant third parties to be Year 2000 compliant
could have a material adverse effect on various phases of the Company’s newspaper and broadcasting operations, and therefore,
on its operating results and financial condition.

Although the Company has not adopted a formal contingency plan, it is in the process of reviewing existing contingency
plans and assessing alternatives at the individual project level in the event Year 2000 issues arise.

I T E M  7 A . Q u a n t i t a t i v e  a n d  Q u a l i t a t i v e  D i s c l o s u r e s  a b o u t  M a r k e t  R i s k s

The market risk inherent in the Company’s financial instruments represents the potential loss arising from adverse changes in
interest rates. The Company’s strategy in managing its exposure to interest rate changes is to maintain a balance of fixed and
variable-rate debt instruments. See Note 4 to the Consolidated Financial Statements for information concerning the contractual
interest rates of the Company’s debt. At December 31, 1998 and 1997, the fair value of the Company’s fixed-rate debt was esti-
mated to be $1,035,965 and $1,024,515, respectively, using quoted market prices and yields obtained through independent
pricing sources, taking into consideration the underlying terms of the debt, such as the coupon rate and term to maturity. Such
fair values exceeded the carrying value of fixed-rate debt at December 31, 1998 and 1997 by $35,965 and $24,515, respectively.

Various financial instruments issued by the Company are sensitive to changes in interest rates. Interest rate changes would
result in gains or losses in the market value of the Company’s fixed-rate debt due to differences between the current market
interest rates and the rates governing these instruments. With respect to the Company’s fixed-rate debt outstanding at December
31, 1998 and 1997, a 10 percent decline in interest rates would have resulted in no material effect on the Company’s consoli-
dated financial position, results of operations or cash flows. With respect to the floating-rate debt at December 31, 1998, a 10
percent increase in interest rates would result in a $3,492 annual change in the Company’s pre-tax earnings and cash flows.

In addition to interest rate risk, the Company has exposure to changes in the price of newsprint. The average price of
newsprint is expected to be lower in 1999 than 1998, although future prices for newsprint cannot be predicted with certainty.
The Company historically has managed the risk of price increases through a combination of rate increases and expense reductions.

I T E M  8 . F i n a n c i a l  S t a t e m e n t s  a n d  S u p p l e m e n t a r y  D a t a

The Consolidated Financial Statements, together with the Report of Independent Auditors, are included elsewhere in this
document. Financial statement schedules have been omitted because the required information is contained in the Consolidated
Financial Statements or related notes, or because such information is not applicable.

I T E M  9 . C h a n g e s  i n  a n d  D i s a g r e e m e n t s  w i t h  A c c o u n t a n t s  o n  A c c o u n t i n g  a n d
F i n a n c i a l  D i s c l o s u r e

Not applicable.
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P A R T  I I I

I T E M  1 0 . D i r e c t o r s  a n d  E x e c u t i v e  O f f i c e r s  o f  t h e  R e g i s t r a n t

The information set forth under the headings “Outstanding Capital Stock and Stock Ownership of Directors, Certain Executive
Officers and Principal Shareholders,” “Executive Officers of the Company,” “Election of Directors” and “Executive Compensa-
tion and Other Matters” contained in the definitive Proxy Statement for the Company’s Annual Meeting of Shareholders to be
held on May 12, 1999, is incorporated herein by reference.

I T E M  1 1 . E x e c u t i v e  C o m p e n s a t i o n

The information set forth under the heading “Executive Compensation and Other Matters” contained in the definitive Proxy
Statement for the Company’s Annual Meeting of Shareholders to be held on May 12, 1999, is incorporated herein by reference.

I T E M  1 2 . S e c u r i t y  O w n e r s h i p  o f  C e r t a i n  B e n e f i c i a l  O w n e r s  a n d  M a n a g e m e n t

The information set forth under the heading “Outstanding Capital Stock and Stock Ownership of Directors, Certain Executive
Officers and Principal Shareholders” contained in the definitive Proxy Statement for the Company’s Annual Meeting of Share-
holders to be held on May 12, 1999, is incorporated herein by reference.

I T E M  1 3 . C e r t a i n  R e l a t i o n s h i p s  a n d  R e l a t e d  Tra n s a c t i o n s

The information set forth under the heading “Certain Transactions” contained in the definitive Proxy Statement for the
Company’s Annual Meeting of Shareholders to be held on May 12, 1999, is incorporated herein by reference.
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P A R T  I V

I T E M  1 4 . E x h i b i t s ,  F i n a n c i a l  S t a t e m e n t  S c h e d u l e s  a n d  R e p o r t s  o n  Fo r m  8 - K

(a) (1) The financial statements listed in the Index to Financial Statements included in the Table of Contents are filed as part of this report.

(2) The financial schedules required by Regulation S-X are either not applicable or are included in the information provided in the Notes to
Consolidated Financial Statements, which are filed as part of this report.

(3) Exhibits
Exhibits marked with an asterisk (*) are incorporated by reference to documents previously filed by the Company with the Securities
and Exchange Commission, as indicated. Exhibits marked with a tilde (~) are management contracts or compensatory plan contracts or
arrangements filed pursuant to Item 601(b)(10)(iii)(A) of Regulation S-K. All other documents are filed with this report.

Exhibit
Number Description

2.1 * Amended and Restated Agreement and Plan of Merger, dated as of September 26, 1996 (Appendix A of the Joint Proxy
Statement/Prospectus of Belo and Providence Journal Company included in Belo’s Registration Statement on Form S-4 
(Registration No. 333-19337) filed with the Commission on January 8, 1997)

3.1 * Certificate of Incorporation of the Company (Exhibit 3.1 to the Company’s Amended Annual Report on Form 10-K/A dated 
April 8, 1996 (the “1995 Form 10-K/A”))

3.2 * Certificate of Correction to Certificate of Incorporation dated May 13, 1987 (Exhibit 3.2 to the 1995 Form 10-K/A)

3.3 * Certificate of Designation of Series A Junior Participating Preferred Stock of the Company dated April 16, 1987 
(Exhibit 3.3 to the 1995 Form 10-K/A)

3.4 * Certificate of Amendment of Certificate of Incorporation of the Company dated May 4, 1988 (Exhibit 3.4 to the 1995 Form 
10-K/A)

3.5 * Certificate of Amendment of Certificate of Incorporation of the Company dated May 3, 1995 (Exhibit 3.5 to the Company’s
Annual Report on Form 10-K dated February 28, 1996 (the “1995 Form 10-K”))

3.6 * Certificate of Amendment of Certificate of Incorporation of the Company dated May 15, 1998 (Exhibit 3.6 to the Company’s
Quarterly Report on Form 10-Q for the quarterly period ended June 30, 1998 (the “2nd Quarter 1998 Form 10-Q”))

3.7 * Amended Certificate of Designation of Series A Junior Participating Preferred Stock of the Company dated May 4, 1988
(Exhibit 3.6 to the 1995 Form 10-K/A)

3.8 * Certificate of Designation of Series B Common Stock of the Company dated May 4, 1988 (Exhibit 3.7 to the 1995 
Form 10-K/A)

3.9 * Amended and Restated Bylaws of the Company, effective September 18, 1998 (Exhibit 3.9 to the Company’s Quarterly Report
on Form 10-Q for the quarterly period ended September 30, 1998)

4.1 Certain rights of the holders of the Company’s Common Stock are set forth in Exhibits 3.1-3.9 above.

4.2 * Specimen Form of Certificate representing shares of the Company’s Series A Common Stock (Exhibit 4.2 to the Company’s
Annual Report on Form 10-K dated March 18, 1998 (the “1997 Form 10-K”))

4.3 * Specimen Form of Certificate representing shares of the Company’s Series B Common Stock (Exhibit 4.3 to the 1997 Form 10-K)

4.4 * Amended and Restated Form of Rights Agreement as of February 28, 1996 between the Company and Chemical Mellon
Shareholder Services, L.L.C., a New York banking corporation (Exhibit 4.4 to the 1995 Form 10-K)

4.5 * Supplement No. 1 to Amended and Restated Rights Agreement between the Company and The First National Bank of Boston
dated as of November 11, 1996 (Exhibit 4.5 to the Company’s Quarterly Report on Form 10-Q for the quarterly period ended
September 30, 1996)

4.6 Instruments defining rights of debt securities:

(1) * Indenture dated as of June 1, 1997 between the Company and The Chase Manhattan Bank, as Trustee (Exhibit 4.6(1) to 
the Company’s Quarterly Report on Form 10-Q for the quarterly period ended June 30, 1997 (the “2nd Quarter 1997 
Form 10-Q”))

(2) * (a) $200 million 67⁄8% Senior Note due 2002 (Exhibit 4.6 (2)(a) to the 2nd Quarter 1997 Form 10-Q)

* (b) $50 million 67⁄8% Senior Note due 2002 (Exhibit 4.6 (2)(b) to the 2nd Quarter 1997 Form 10-Q)

(3) * (a) $200 million 71⁄8% Senior Note due 2007 (Exhibit 4.6 (3)(a) to the 2nd Quarter 1997 Form 10-Q)

* (b) $100 million 71⁄8% Senior Note due 2007 (Exhibit 4.6 (3)(b) to the 2nd Quarter 1997 Form 10-Q)

(4) * $200 million 73⁄4% Senior Debenture due 2027 (Exhibit 4.6 (4) to the 2nd Quarter 1997 Form 10-Q)

(5) * Officer’s Certificate dated June 13, 1997 establishing terms of debt securities pursuant to Section 3.1 of the Indenture
(Exhibit 4.6 (5) to the 2nd Quarter 1997 Form 10-Q)

(6) * (a) $200 million 71⁄4% Senior Debenture due 2027 (Exhibit 4.6 (6)(a) to the Company’s Quarterly Report on Form 
10-Q for the quarterly period ended September 30, 1997 (the “3rd Quarter 1997 Form 10-Q”))

* (b) $50 million 71⁄4% Senior Debenture due 2027 (Exhibit 4.6 (6)(b) to the 3rd Quarter 1997 Form 10-Q)

(7) * Officer’s Certificate dated September 26, 1997 establishing terms of debt securities pursuant to Section 3.1 of the
Indenture (Exhibit 4.6 (7) to the 3rd Quarter 1997 Form 10-Q)
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Exhibit
Number Description

10.1 Contracts relating to television broadcasting:

(1) * Form of Agreement for Affiliation between WFAA-TV in Dallas, Texas and ABC (Exhibit 10.1 (1) to the 1995 
Form 10-K/A)

10.2 Financing agreements:

(1) * Amended and Restated Credit Agreement (Five-year $1,000,000,000 revolving credit and competitive advance facility
dated as of August 29, 1997 among the Company and The Chase Manhattan Bank, as Administrative Agent and
Competitive Advance Facility Agent, Bank of America National Trust and Savings Association and Bank of Tokyo-
Mitsubishi, Ltd. as Co-Syndication Agents, and NationsBank, as Documentation Agent) (Exhibit 10.2 (1) to the 3rd
Quarter 1997 Form 10-Q)

10.3 Compensatory plans:

~(1) The A. H. Belo Corporation Employee Savings and Investment Plan:

* (a) The A. H. Belo Corporation Employee Savings and Investment Plan Amended and Restated January 1, 1998 
(Exhibit 10.3(1)(a) to the 1997 Form 10-K)

(b) First Amendment to A. H. Belo Corporation Employee Savings and Investment Plan

(c) Second Amendment to A. H. Belo Corporation Employee Savings and Investment Plan

* (d) Restated Master Trust Agreement between the Company and Fidelity Management Trust Company, as restated and
dated March 13, 1998 (Exhibit 10.3(1)(b) to the 1997 Form 10-K)

~(2) The A. H. Belo Corporation 1986 Long-Term Incentive Plan:

* (a) The A. H. Belo Corporation 1986 Long-Term Incentive Plan (Effective May 3, 1989, as amended by Amendments 1,
2, 3, 4, and 5) (Exhibit 10.3(2) to the Company’s Annual Report on Form 10-K dated March 10, 1997 (the “1996
Form 10-K”))

* (b) Amendment No. 6 to 1986 Long-Term Incentive Plan (Exhibit 10.3(2)(b) to the 1997 Form 10-K)

* (c) Amendment No. 7 to 1986 Long-Term Incentive Plan (Exhibit 10.3(9) to the 1995 Form 10-K)

* (d) Amendment No. 8 to 1986 Long-Term Incentive Plan (Exhibit 10.3(2)(d) to the 2nd Quarter 1998 Form 10-Q)

~(3)* A. H. Belo Corporation 1995 Executive Compensation Plan, as restated to incorporate amendments through December 4,
1997 (Exhibit 10.3(3) to the 1997 Form 10-K)

* (a) Amendment to 1995 Executive Compensation Plan, dated July 21, 1998 (Exhibit 10.3(3)(a) to the 2nd Quarter 1998
Form 10-Q)

~(4)* Management Security Plan (Exhibit 10.3(1) to the 1996 Form 10-K)

~(5) A. H. Belo Corporation Supplemental Executive Retirement Plan:

* (a) A. H. Belo Corporation Supplemental Executive Retirement Plan (Exhibit 10.3(27) to the Company’s Annual Report
on Form 10-K dated March 18, 1994 (the “1993 Form 10-K”))

* (b) Trust Agreement dated February 28, 1994, between the Company and Mellon Bank, N.A. (Exhibit 10.3(28) to the
1993 Form 10-K)

10.4 Agreement with Officers:

(1) * Separation Agreement between A. H. Belo Corporation and Michael D. Perry dated June 30, 1998 (Exhibit 10.4 to the
2nd Quarter 1998 Form 10-Q)

12 Ratio of Earnings to Fixed Charges

21 Subsidiaries of the Company

23 Consent of Ernst & Young LLP

27 Financial Data Schedule (filed electronically with the SEC)

(b) Reports on Form 8-K.

During the quarter covered by this report, there were no reports on Form 8-K filed.
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S I G N A T U R E S

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Company has duly caused this report to be

signed on its behalf by the undersigned, thereunto duly authorized.

A. H. BELO CORPORATION

By: /s/ Robert W. Decherd

Robert W. Decherd

Chairman of the Board, President & Chief Executive Officer

Dated: March 17, 1999

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on behalf of

the Company and in the capacities and on the dates indicated:

S I G N A T U R E T I T L E D A T E

/s/ Chairman of the Board, President March 17, 1999

Robert W. Decherd & Chief Executive Officer

/s/ Vice Chairman of the March 17, 1999

Ward L. Huey, Jr. Board and President/

Broadcast Division

/s/ Director, President/Publishing March 17, 1999

Burl Osborne Division and Publisher/

The Dallas Morning News

/s/ Director March 17, 1999

John W. Bassett, Jr.

/s/ Director March 17, 1999

Henry P. Becton, Jr.

/s/ Director March 17, 1999

Fanchon M. Burnham

/s/ Director March 17, 1999

Judith L. Craven, M.D., M.P.H.

/s/ Director March 17, 1999

Roger A. Enrico

/s/ Director March 17, 1999

Stephen Hamblett
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S I G N A T U R E T I T L E D A T E

/s/ Director March 17, 1999

Dealey D. Herndon

/s/ Director March 17, 1999

Arturo Madrid, Ph.D.

/s/ Director and Former March 17, 1999

James M. Moroney, Jr. Chairman of the Board

/s/ Director March 17, 1999

Hugh G. Robinson

/s/ Director March 17, 1999

William T. Solomon

/s/ Director March 17, 1999

Thomas B. Walker, Jr.

/s/ Director March 17, 1999

J. McDonald Williams

/s/ Senior Vice President/ March 17, 1999

Dunia A. Shive Chief Financial Officer
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R E P O R T  O F  I N D E P E N D E N T  A U D I T O R S

The Board of Directors and Shareholders
A. H. Belo Corporation

We have audited the accompanying consolidated balance sheets of A. H. Belo Corporation and subsidiaries as of December 31,
1998 and 1997, and the related consolidated statements of earnings, shareholders’ equity, and cash flows for each of the three
years in the period ended December 31, 1998. These financial statements are the responsibility of the Company’s management.
Our responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with generally accepted auditing standards. Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An
audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated financial
position of A. H. Belo Corporation and subsidiaries at December 31, 1998 and 1997, and the consolidated results of their oper-
ations and cash flows for each of the three years in the period ended December 31, 1998, in conformity with generally accepted
accounting principles.

Dallas, Texas
January 27, 1999
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C O N S O L I D A T E D  S T A T E M E N T S  O F  E A R N I N G S

Years ended December 31,

In thousands, except per share amounts 1998 1997 1996

N E T O P E R A T I N G R E V E N U E S (Note 3)
Broadcasting $  609,068 $  536,737 $333,396
Newspaper publishing 787,541 694,495 487,560
Other 10,736 17,149 3,352

Total net operating revenues 1,407,345 1,248,381 824,308

O P E R A T I N G C O S T S A N D E X P E N S E S

Salaries, wages and employee benefits (Notes 6 and 7) 455,526 391,726 231,856
Other production, distribution and operating costs (Note 8) 359,224 328,719 215,295
Newsprint, ink and other supplies 173,911 152,141 146,325
Depreciation 84,578 73,089 45,408
Amortization (Note 3) 74,864 61,904 19,775
Non-recurring charges (Note 2) 26,157 – –

Total operating costs and expenses 1,174,260 1,007,579 658,659
Earnings from operations 233,085 240,802 165,649

O T H E R I N C O M E A N D E X P E N S E

Interest expense (Note 4) (107,638) (90,778) (27,643)
Other, net (Note 10) 5,013 4,098 6,034

Total other income and expense (102,625) (86,680) (21,609)

E A R N I N G S

Earnings before income taxes 130,460 154,122 144,040
Income taxes (Note 5) 65,558 71,150 56,535

Net earnings (Note 12) $    64,902 $    82,972 $ 87,505
Net earnings per share (Notes 9 and 11):

Basic $         .53 $         .72 $     1.07
Diluted $         .52 $         .71 $     1.05

Weighted average shares outstanding (Notes 9 and 11): 
Basic 123,508 115,692 81,780
Diluted 124,836 117,122 83,004

Dividends per share $         .24 $  .22 $      .21

See accompanying Notes to Consolidated Financial Statements.
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C O N S O L I D A T E D  B A L A N C E  S H E E T S

December 31,

In thousands, except share and per share data 1998 1997

A S S E T S

Current assets:
Cash and temporary cash investments $    19,451 $     11,852
Accounts receivable (net of allowance of $7,823 and $8,314 in 1998 and 

1997, respectively) 211,428 220,297
Inventories 20,308 20,356
Deferred income taxes (Note 5) 11,742 12,626
Other current assets 12,852 11,865

Total current assets 275,781 276,996
Property, plant and equipment, at cost:

Land 72,904 70,710
Buildings and improvements 266,426 259,594
Broadcast equipment 263,553 222,523
Newspaper publishing equipment (Note 2) 257,732 278,037
Other 132,971 92,222
Advance payments on plant and equipment expenditures (Note 8) 61,921 30,146

Total property, plant and equipment 1,055,507 953,232
Less accumulated depreciation 428,754 344,914

Property, plant and equipment, net 626,753 608,318
Intangible assets, net (Note 3) 2,543,143 2,626,953
Other assets (Note 6) 93,412 110,687

Total assets $3,539,089 $3,622,954

L I A B I L I T I E S A N D S H A R E H O L D E R S ’  E Q U I T Y

Current liabilities:
Accounts payable $    56,044 $     43,818
Accrued compensation and benefits 58,861 69,643
Other accrued expenses 32,485 41,374
Income taxes payable (Note 5) – 29,355
Advance subscription payments 21,538 18,327
Accrued interest payable 11,820 11,945

Total current liabilities 180,748 214,462
Long-term debt (Note 4) 1,634,029 1,614,045
Deferred income taxes (Note 5) 439,240 435,695
Other liabilities 36,972 32,748
Commitments and contingent liabilities (Note 8)
Shareholders’ equity (Notes 7 and 9):

Preferred stock, $1.00 par value. Authorized 5,000,000 shares; none issued.
Common stock, $1.67 par value. Authorized 450,000,000 shares 

Series A: Issued 100,028,891 and 52,998,586 shares at December 31, 1998 
and 1997, respectively; 167,048 88,508

Series B: Issued 18,896,263 and 9,283,001 shares at December 31, 1998 
and 1997, respectively 31,557 15,503

Additional paid-in capital 879,856 1,015,345
Retained earnings 169,639 203,276
Accumulated other comprehensive income (Note 12) – 4,144

Total 1,248,100 1,326,776
Less deferred compensation – restricted shares (Note 7) – 772

Total shareholders’ equity 1,248,100 1,326,004
Total liabilities and shareholders’ equity $3,539,089 $3,622,954

See accompanying Notes to Consolidated Financial Statements.
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C O N S O L I D A T E D  S T A T E M E N T S  O F
S H A R E H O L D E R S ’  E Q U I T Y

Three years ended December 31, 1998

Common Stock Treasury Stock

Accumulated Deferred
Additional Other Compensation-

Shares Shares Paid-in Retained Comprehensive Shares Restricted
Dollars in thousands Series A Series B Amount Capital Earnings Income Series A Amount Shares Total 

Balance at December 31, 1995 28,961,753 9,280,179 $ 63,864 $   97,930 $230,203 – – $           – $(3,533) $ 388,464

Exercise of stock options 498,302 2,360 835 9,098 9,933

Restricted shares 7 1,657 1,664

Tax benefit from long-term 

incentive plan 3,589 3,589

Employer’s matching 

contribution to Savings 

and Investment Plan 89,389 150 3,214 3,364

Sale of stock 5,750,000 9,603 188,899 198,502

Purchase of treasury stock (8,321,700) (306,146) (306,146)

Net earnings 87,505 87,505

Cash dividends (16,392) (16,392)

Conversion of Series B 

to Series A 194,795 (194,795) –

Balance at December 31, 1996 35,404,850 9,177,133 $74,452 $302,737 $301,316 – (8,321,700) $(306,146) $(1,876) $  370,483

Exercise of stock options 416,446 110,239 880 11,046 11,926

Stock issued in acquisition 

of PJC 25,394,564 42,409 827,990 870,399

Restricted shares 672 1,104 1,776

Tax benefit from long-term 

incentive plan 4,560 4,560

Employer’s matching  

contribution to Savings 

and Investment Plan 100,055 167 4,005 4,172

Unrealized holding gains on 

available-for-sale securities, 

net of tax 6,505 6,505

Reclassification of unrealized 

gains subsequently 

recognized in net earnings (2,361) (2,361)

Retirement of treasury stock (8,321,700) (13,897) (135,665) (156,584) 8,321,700 306,146 –

Net earnings 82,972 82,972

Cash dividends (24,428) (24,428)

Conversion of Series B 

to Series A 104,426 (104,426) –

Balance at December 31, 1997 52,998,586 9,283,001 $104,011 $1,015,345 $203,276 $4,144 – $          – $   (772) $1,326,004

Exercise of stock options 298,185 169,557 781 8,173 8,954

Change in valuation of 

incentive plans 392 392

Restricted shares (18,540) (31) (528) 772 213

Tax benefit from long-term 

incentive plan 3,900 3,900

Employer’s matching 

contribution to Savings 

and Investment Plan 267,824 447 6,912 7,359

Reclassification of unrealized 

gains subsequently 

recognized in net earnings (4,144) (4,144)

Purchases and subsequent 

retirement of treasury stock (6,727,400) (11,235) (49,706) (68,845) (129,786)

Two-for-one stock split 53,306,307 9,347,634 104,632 (104,632) –

Net earnings 64,902 64,902

Cash dividends (29,694) (29,694)

Conversion of Series B 

to Series A 171,753 (171,753) –

Balance at December 31, 1998 100,028,891 18,896,263 $198,605 $  879,856 $169,639 $     – – $          – $    – $1,248,100

See accompanying Notes to Consolidated Financial Statements.
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C O N S O L I D A T E D  S T A T E M E N T S  O F  C A S H  F L O W S

Years ended December 31,

Cash Provided (Used) 
In thousands 1998 1997 1996

O P E R A T I O N S

Net earnings $   64,902 $    82,972 $   87,505
Adjustments to reconcile net earnings to net cash provided by operations:

Depreciation and amortization 159,442 134,993 65,183
Deferred income taxes 1,705 (4,198) 6,610
Non-cash portion of non-recurring charges (Note 2) 11,764 – –
Other non-cash expenses (Note 6) 12,303 7,950 5,569
Other, net (2,037) 493 (3,898)
Net change in current assets and liabilities:

Accounts receivable 9,560 (21,244) (11,867)
Inventories and other current assets 575 (3,859) 3,669
Accounts payable 9,026 8,808 (1,003)
Accrued compensation and benefits (10,782) 9,931 5,207
Other accrued liabilities (4,080) 12,735 785
Income taxes payable (17,506) 27,837 6,661

Net cash provided by operations 234,872 256,418 164,421

I N V E S T M E N T S

Capital expenditures (102,927) (83,317) (49,800)
Acquisitions – (946,259) (74,091)
Sale of investments 7,995 3,045 3,750
Other, net (4,999) 1,124 (3,788)

Net cash used for investments (99,931) (1,025,407) (123,929)

F I N A N C I N G

Net proceeds from sale of stock – – 198,502
Borrowings for acquisitions – 1,100,545 75,180
Refinancing of Providence Journal debt – (200,000) –
Net proceeds from fixed-rate debt offerings – 989,994 –
Net proceeds from (payments on) revolving debt 23,184 (1,111,025) (586)
Payments of dividends on stock (29,694) (24,428) (16,392)
Net proceeds from exercise of stock options 8,954 11,926 9,933
Purchase of treasury stock (129,786) – (306,146)

Net cash provided by (used for) financing (127,342) 767,012 (39,509)
Net increase (decrease) in cash and temporary 

cash investments 7,599 (1,977) 983
Cash and temporary cash investments at beginning of year 11,852 13,829 12,846
Cash and temporary cash investments at end of year $   19,451 $    11,852 $  13,829
S U P P L E M E N TA L D I S C LO S U R E S (Note 13)

See accompanying Notes to Consolidated Financial Statements.
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N O T E S  T O  C O N S O L I D A T E D  
F I N A N C I A L  S T A T E M E N T S

N O T E  1 : S u m m a r y  o f  S i g n i f i c a n t  A c c o u n t i n g  Po l i c i e s

A) Principles of Consolidation The consolidated financial statements include the accounts of A. H. Belo Corporation (the
“Company” or “Belo”) and its wholly-owned subsidiaries after the elimination of all significant intercompany accounts and
transactions.

All dollar amounts are in thousands except per share amounts, unless otherwise indicated. Certain amounts for prior
years have been reclassified to conform to the current year presentation.

B) Cash and Temporary Cash Investments The Company considers all highly liquid instruments purchased with a remaining
maturity of three months or less to be temporary cash investments. Such temporary cash investments are classified as avail-
able-for-sale and are carried at fair value.

C) Accounts Receivable Accounts receivable are net of a valuation reserve that represents an estimate of amounts considered
uncollectible. Expense for such uncollectible amounts, which is included in other production, distribution and operating
costs, was $6,497, $9,273 and $5,647 in 1998, 1997 and 1996, respectively. Accounts written off during these years were
$6,988, $9,988 and $4,535, respectively.

D) Inventories Inventories, consisting primarily of newsprint, ink and other supplies used in printing newspapers, are stated at
the lower of average cost or market value.

E) Property, Plant and Equipment Depreciation of property, plant and equipment is provided principally on a straight-line
basis over the estimated useful lives of the assets as follows:

Estimated
Useful Lives

Buildings and improvements 5-30 years
Broadcast equipment 5-15 years
Newspaper publishing equipment 5-20 years
Other 3-10 years

F) Intangible Assets, Net Intangible assets, net consists of excess cost over values assigned to tangible assets of purchased sub-
sidiaries and is amortized primarily on a straight-line basis over 40 years. Accumulated amortization of intangible assets was
$292,931 and $218,067 at December 31, 1998 and 1997, respectively. The carrying values of all intangible assets are peri-
odically reviewed to determine whether impairment exists, and adjustments to net realizable value are made as needed. No
such adjustments were required in 1998.

G) Other Assets The Company classifies its investments in equity securities with readily determinable fair values as available-
for-sale. At December 31, 1997, these equity securities were included in Other assets and reported at fair value, with unreal-
ized gains and losses excluded from income and reported as a component of shareholders’ equity, net of tax. All available-
for-sale securities were either sold or donated during 1998. See Notes 10 and 12.

H) Stock Options Stock options granted to employees are accounted for using the intrinsic value of the options granted.
Because it is the Company’s policy to grant stock options at the market price on the date of the grant, the intrinsic value is
zero, and therefore no compensation expense is recorded.

I) Revenue Recognition The Company’s primary sources of revenue are the sale of air time on its television stations, advertising
space in published issues of its newspapers, and the sale of newspapers to distributors and individual subscribers. Broadcast
revenue is recorded, net of agency commissions, when commercials are aired. Newspaper advertising revenue is recorded,
net of agency commissions, when the advertisements are published in the newspaper. Proceeds from subscriptions are
deferred and are included in revenue on a pro-rata basis over the term of the subscriptions.
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J) Advertising Expense The cost of advertising is expensed as incurred. The Company incurred $25,858, $25,557 and $14,934
in advertising and promotion costs during 1998, 1997 and 1996, respectively.

K) Use of Estimates The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the amounts reported in the financial statements and
accompanying notes. Actual results could differ from those estimates.

N O T E  2 : No n - r e c u r r i n g  C h a r g e s

Earnings from operations for 1998 include non-recurring charges of $26,157 comprised primarily of an $11,478 non-cash
charge for the write-down of a press at The Dallas Morning News (“TDMN”) and separation costs of $14,229 associated with
189 employees who accepted a voluntary early retirement offer and 31 employees who were terminated under other employee
reduction initiatives. The workforce reduction initiatives were the result of the Company’s on-going review of its operations and
organizational structure.

The press write-down followed a decision by TDMN to replace one of its less productive presses with a new $36 million
WIFAG press that offers improved production capacity and greater flexibility. The write-down of the press resulted in a remain-
ing estimated salvage value of $2,000, which is included in Other current assets in the Company’s Balance Sheet as of December
31, 1998. The salvage value is based upon a third-party estimate of current market rates for used press equipment. The press has
been made available for sale through an independent broker. The press write-down results in lower annual depreciation expense
of approximately $900.

The $14,229 charge for certain employee related costs includes $12,449 of cash payments made as of December 31,
1998, $946 made in January 1999 and the remaining $834 to be paid in monthly installments through December 31, 2001,
under contractual arrangements.

The remaining $450 in non-recurring charges was for severance and asset retirements associated with terminating the
operations of the Company’s programming subsidiary, Belo Productions, Inc., effective December 31, 1998.

N O T E  3 : A c q u i s i t i o n s

On February 28, 1997, Belo completed the acquisition of The Providence Journal Company (“PJC”) by issuing 25,394,564
shares of Series A Common Stock (on a pre-split basis) and paying $587,096 to former shareholders of PJC. Belo also incurred
approximately $100,000 in employee and transaction costs and refinanced $200,000 of PJC debt. The acquisition was accounted
for as a purchase. The Company’s consolidated financial results for the year ended December 31, 1997 include the operations of
PJC since March 1, 1997 and exclude the results of the Company’s interest in America’s Health Network (“AHN”), a cable net-
work acquired as part of the PJC transaction, but subsequently disposed of effective July 31, 1997. The results of the Television
Food Network (“TVFN”), also acquired as part of the PJC transaction, are excluded effective July 1, 1997, as a result of the
Company’s decision in June 1997 to divest its interest in TVFN.

The cost of the PJC acquisition was allocated on the basis of the estimated fair market value of the assets acquired and
liabilities assumed. Goodwill and intangibles arising from the purchase of PJC are being amortized on a straight-line basis over
40 years, except for the value assigned to the newspaper subscriber list, which is being amortized over 18 years.

As a result of the PJC acquisition, the Company initially owned two television stations in the Seattle/Tacoma,
Washington market (KIRO and KING). To comply with FCC regulations that required the Company to divest one of these sta-
tions, the Company completed an exchange of assets among multiple parties on June 2, 1997, whereby KIRO was exchanged
for CBS affiliate KMOV in St. Louis, Missouri. No gain was recorded on this exchange of like-kind assets.

On July 25, 1997, the Company completed the acquisition of The Press-Enterprise Company (“PE”), publisher of a daily
newspaper serving Riverside County and the inland southern California area. The transaction was accounted for as a purchase.
The purchase price allocation was based upon the estimated fair market value of the net assets acquired. The Company previ-
ously held a 38.45 percent interest in PE.

On October 15, 1997, Belo exchanged its partnership interest in TVFN and $75,000 in cash for CBS affiliate KENS in
San Antonio, Texas. The transaction was accounted for as a purchase. The purchase price allocation was based on the estimated
fair market value of the net assets acquired.

The cash portion of each acquisition was financed through the Company’s revolving credit facility, a portion of which
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was converted to fixed-rate debt during 1997. See Note 4.
The pro forma financial results of operations that follow assume the PJC, PE and KENS acquisitions, the KIRO/KMOV

exchange and the disposition of TVFN were completed as of January 1, 1996 and include adjustments for incremental interest
costs, depreciation, amortization and taxes as they relate to the purchase price allocations of the transactions for the years ended
December 31, 1997 and 1996.

1997 1996

Net operating revenues $1,360,233 $1,274,738
Net earnings from continuing operations(a) $    83,910 $   50,730
Net earnings(b) $    83,910 $    48,052
Net earnings per share $         .67 $          .36

(a) Net earnings from continuing operations for the year ended December 31, 1997 include a pre-tax gain of $10,672 on the sale of an investment. Net earnings from
continuing operations for the year ended December 31, 1996 include pre-tax charges for PJC stock-based compensation of $12,394 and PJC newspaper restructuring of
$1,791. All periods exclude the effect of AHN and TVFN.

(b) Net earnings for the year ended December 31, 1996 include an after-tax charge of $2,678 representing discontinued operations attributable to PJC’s former cable
operations.

N O T E  4 : L o n g - Te r m  D e b t

Long-term debt consists of the following at December 31, 1998 and 1997:

1998 1997

6 7⁄8% Senior Notes Due June 1, 2002 $  250,000 $  250,000
7 1⁄8% Senior Notes Due June 1, 2007 300,000 300,000
7 3⁄4% Senior Debentures Due June 1, 2027 200,000 200,000
7 1⁄4% Senior Debentures Due September 15, 2027 250,000 250,000

Fixed-rate debt 1,000,000 1,000,000
Revolving credit agreement, including short-term unsecured notes classified as long-term 611,500 588,000
Other 25,839 26,355
Less: current maturities of long-term debt (3,310) (310)
Total $1,634,029 $1,614,045

The Company’s long-term debt maturities for the five years following December 31, 1998 are $3,310 in 1999, $6,956 in
2000, $291 in 2001, $861,782 in 2002 and $200 in 2003. Of the amount due in 2002, $580,000 represents revolving debt
and $31,500 represents short-term unsecured notes, which could be converted, at the Company’s option, to revolving debt.

During 1997, the Company issued $1 billion in fixed-rate debt. The net proceeds from these debt offerings were used to
retire debt previously outstanding under the Company’s revolving credit facility. At December 31, 1998 and 1997, the weighted
average effective interest rate on the fixed-rate debt was 7.3 percent and the fair value exceeded the carrying value by $35,965
and $24,515, respectively. The fair value was estimated using quoted market prices for those instruments publicly traded.

At the end of 1998, the Company had a revolving credit facility for $1 billion. Loans under the revolving credit agree-
ment bear interest at a rate based, at the option of the Company, on the bank’s alternate base rate, certificate of deposit rate,
LIBOR or competitive bid. The rate obtained through competitive bid is either a Eurodollar rate or a rate agreed to by the
Company and the bank. At December 31, 1998 and 1997, the weighted average interest rates for borrowings under the revolv-
ing credit agreement, which includes a facility fee of up to 0.15 percent on the total commitment, were 5.7 percent and 6.1 per-
cent, respectively. Borrowings under the agreement mature upon expiration of the agreement on August 29, 2002, with one year
extensions possible through August 29, 2004, at the request of the Company and with the consent of the participating banks.
The carrying value of borrowings under the Company’s revolving credit agreement approximates fair value.
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The revolving credit agreement contains certain covenants, including a requirement to maintain, as of the end of each
quarter and measured over the preceding four quarters, (1) a Funded Debt to Pro Forma Operating Cash Flow ratio not exceed-
ing 5.5 to 1.0, (2) a Funded Debt (excluding subordinated debt) to Pro Forma Operating Cash Flow ratio not exceeding 5.0 to
1.0, and (3) an Interest Coverage ratio of not less than 2.5 to 1.0, all as such terms are defined in the agreement. At December
31, 1998, the Company was in compliance with these requirements.

During 1998, the Company used various short-term unsecured notes as an additional source of financing. The weighted
average interest rate on this debt was 5.9 percent and 6.5 percent at December 31, 1998 and 1997, respectively. Due to the
Company’s intent to renew the short-term notes and its continued ability to refinance these borrowings on a long-term basis
through its revolving credit agreement, $31,500 and $18,000 of short-term notes outstanding at December 31, 1998 and 1997,
respectively, have been classified as long-term.

In 1998, 1997 and 1996, the Company incurred interest costs of $109,318, $91,288 and $27,898, respectively, of which
$1,680, $510 and $255, respectively, were capitalized as components of construction cost.

At December 31, 1998, the Company had outstanding letters of credit of $32,347 issued in the ordinary course of business.

N O T E  5 : I n c o m e  Ta x e s

The Company uses the liability method of accounting for income taxes. Under this method, deferred tax assets and liabilities are
determined based on differences between financial reporting and tax bases of assets and liabilities, and are measured using the
enacted tax rates and laws that will be in effect when the differences are expected to reverse.

Income tax expense for the years ended December 31, 1998, 1997 and 1996 consists of the following:

1998 1997 1996 

Current
Federal $53,812 $56,792 $42,298
State 10,041 18,556 7,627

Total current 63,853 75,348 49,925
Deferred

Federal (2,200) 1,587 6,765
State 3,905 (5,785) (155)

Total deferred 1,705 (4,198) 6,610
Total tax expense $65,558 $71,150 $56,535
Effective tax rate 50.3% 46.2% 39.2%

The variation in both current and deferred state income taxes between 1997 and 1998 is due to the recognition of a 
gain in 1997 on the disposition of TVFN, a cable network acquired in connection with PJC and subsequently exchanged for
KENS. See Note 3.

Income tax provisions for the years ended December 31, 1998, 1997 and 1996 differ from amounts computed by apply-
ing the applicable U.S. federal income tax rate as follows:

1998 1997 1996

Computed expected income tax expense $45,661 $53,943 $50,414
Amortization of excess cost 11,533 9,645 2,235
State income taxes 9,065 8,301 4,857
Other (701) (739) (971)

$65,558 $71,150 $56,535
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Significant components of the Company’s deferred tax liabilities and assets as of December 31, 1998 and 1997, are as follows:

1998 1997

Deferred tax liabilities:
Excess tax depreciation and amortization $458,022 $442,949
Basis differences in investments 20,986 22,769
Deferred compensation – 10,600
Expenses deductible for tax purposes in a year different from the year accrued 2,584 4,431
Other 4,277 1,328

Total deferred tax liabilities 485,869 482,077
Deferred tax assets:

Deferred compensation 10,176 11,198
State net operating losses 6,938 8,004
State taxes 6,602 6,179
Expenses deductible for tax purposes in a year different from the year accrued 22,246 21,298
Other 12,409 12,329

Total deferred tax assets 58,371 59,008
Net deferred tax liability $427,498 $423,069

State net operating loss carryforwards are generally associated with entities acquired in the PJC acquisition and have
expiration dates ranging from 2000 through 2003.

N O T E  6 : E m p l o y e e  R e t i r e m e n t  P l a n s

The Company sponsors a noncontributory defined benefit pension plan covering the majority of employees. The benefits are
based on years of service and the average of the employee’s five consecutive years of highest annual compensation earned during
the most recently completed 10 years of employment.

The funding policy is to contribute annually to the plan an amount at least equal to the minimum required contribution
for a qualified retirement plan, but not in excess of the maximum tax deductible contribution.

During 1997, the Company acquired PJC, which had a noncontributory defined benefit pension plan covering substan-
tially all of its employees. Effective December 31, 1997, the PJC plan was merged into the Company’s pension plan. The fol-
lowing disclosures reflect these combined pension plans at December 31, 1998 and 1997. The following table sets forth the
plan’s funded status and prepaid pension costs (included in Other assets on the Consolidated Balance Sheets) at December 31,
1998 and 1997:

1998 1997

Vested benefit obligation $(225,337) $(198,500)
Accumulated benefit obligation $(233,963) $(211,052)
Projected benefit obligation $(304,375) $(273,534)
Estimated fair value of plan assets 302,831 274,903
Funded status (1,544) 1,369
Unrecognized net loss 12,494 16,593
Unrecognized net transition asset – (371)
Unrecognized prior service cost 188 (2,114)
Prepaid pension cost $   11,138 $ 15,477
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Changes in plan assets for the years ended December 31, 1998 and 1997 were as follows:

1998 1997

Fair value of plan assets at January 1, $274,903 $108,009
Acquisition of PJC – 136,083
Actual return on plan assets 39,273 40,678
Benefits paid (11,345) (9,867)
Fair value of plan assets at December 31, $302,831 $274,903

Changes in plan benefit obligation for the years ended December 31, 1998 and 1997 were as follows:

1998 1997

Benefit obligation as of January 1, $273,534 $116,887
Acquisition of PJC - 130,555
Actuarial losses 11,693 10,553
Service cost 11,089 8,851
Interest cost 19,404 16,555
Benefits paid (11,345) (9,867)
Benefit obligation as of December 31, $304,375 $273,534

The net periodic pension cost for the years ended December 31, 1998, 1997 and 1996 includes the following components:

1998 1997 1996

Service cost – benefits earned during the period $ 11,089 $   8,851 $5,462
Interest cost on projected benefit obligation 19,404 16,555 8,290
Expected return on assets (25,875) (21,552) (9,663)
Amortization of:

Net asset (371) (1,233) (1,233)
Unrecognized prior service cost (220) (376) (376)
Unrecognized loss 311 1,723 2,408

Net periodic pension cost $   4,338 $   3,968 $4,888

Assumptions used in accounting for the defined benefit plan are as follows:

1998 1997 1996

Discount rate in determining benefit obligation 7.00% 7.25% 7.50%
Discount rate in determining net periodic pension cost 7.25% 7.50% 7.25%
Expected long-term rate of return on assets 10.25% 10.25% 10.25%
Rate of increase in future compensation 5.50% 5.50% 5.50%

The Company sponsors defined contribution plans that cover substantially all of its employees. Subject to certain dollar
limits, employees may contribute a percentage of their salaries to these plans, and the Company will match a portion of the
employees’ contributions with shares of the Company’s Series B Common Stock. The Company’s contributions totaled $7,359,
$6,069 and $3,587 in 1998, 1997 and 1996, respectively.

The Company also sponsors non-qualified retirement plans for key employees. Expense for the plans recognized in 1998,
1997 and 1996 was $1,316, $1,138 and $1,150, respectively.
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N O T E  7 : L o n g - Te r m  I n c e n t i v e  P l a n

The Company has a long-term incentive plan under which awards may be granted to employees in the form of incentive stock
options, non-qualified stock options, restricted shares or performance units, the values of which are based on the long-term
performance of the Company. In addition, options may be accompanied by stock appreciation rights and limited stock apprecia-
tion rights. Rights and limited rights may also be issued without accompanying options. Cash-based bonus awards are also
available under the plan.

The non-qualified options granted to employees under the Company’s long-term incentive plan become exercisable in
cumulative installments over periods of three to seven years and expire after 10 years. Shares of common stock reserved for
grants under the plan were 3,672,024 and 2,697,816 at December 31, 1998 and 1997, respectively.

Stock-based activity in the long-term incentive plan relates to non-qualified stock options and is summarized in the
following table. Amounts shown in this table have not been retroactively restated to reflect the June 5, 1998 stock split:

1998 1997 1996

Weighted Weighted Weighted
Number of Average Number of Average Number of Average

Options Price Options Price Options Price

Outstanding at January 1, 4,222,341 $34.31 3,819,938 $28.43 3,097,777 $24.16
Two-for-one stock split 3,951,488 $17.16 – – – –
Granted 1,882,027 $18.16 947,100 $51.58 1,237,850 $35.63
Exercised (467,742) $11.47 (526,685) $22.64 (500,662) $19.82
Canceled (182,106) $19.77 (18,012) $35.01 (15,027) $28.69

Outstanding at December 31, 9,406,008 $17.78 4,222,341 $34.31 3,819,938 $28.43
Exercisable at December 31, 5,388,934 2,191,315 1,984,442
Weighted average fair value of options granted $ 4.76 $12.95 $ 9.68

The following table summarizes information about non-qualified stock options outstanding at December 31, 1998:

Weighted Weighted Weighted
Number of Average Average Number of Average

Options Remaining Exercise Options Exercise
Range of Exercise Prices Outstanding Life (years) Price Exercisable Price

$  6 - $11 863,784(a) 3.1 $ 8.88 863,784 $ 8.88
$12 - $15 1,544,548(a) 5.0 $12.97 1,544,548 $12.97
$17 - $19 5,212,362(b) 8.2 $17.75 2,225,902 $17.74
$22 - $27 1,785,314(b) 8.8 $26.36 754,700 $26.38
$  6 - $27 9,406,008(b) 7.3 $17.78 5,388,934 $16.16

(a) Comprised of Series A Shares
(b) Comprised of Series B Shares

Pro forma information regarding net earnings and earnings per share has been determined as if the Company had
accounted for its employee stock options under the fair value method of Statement of Financial Accounting Standards (“SFAS”)
No. 123. The fair value for those options was estimated at the date of grant using a Black-Scholes option pricing model with the
following weighted average assumptions for 1998 and 1997, respectively: risk-free interest rates of 4.62 percent and 5.56 per-
cent, dividend yields of 1.33 percent and .91 percent, volatility factors of the expected market price of the Company’s common
stock of .243 and .228, and weighted average expected lives of the options of approximately 5 years and 4 years.

For purposes of pro forma disclosures, the estimated fair value of the options is amortized to expense over the options’
vesting periods. Because options vest over a period of several years and additional awards are generally made each year, the full
effect of applying SFAS No. 123 for providing pro forma disclosure is first evident in 1998 upon the completion of one full
vesting cycle. The pro forma information presented below is not necessarily indicative of the effects on reported or pro forma
net earnings for future years. The Company’s pro forma information for the three years ended December 31, 1998 follows:
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1998 1997 1996

Pro forma net earnings $59,036 $79,562 $85,731
Pro forma net earnings per share $    .48 $     .68 $   1.04

The Company’s long-term incentive plan also provides for the grant of restricted shares of Series A Common Stock.
These restricted shares generally vest over a four year period and contain certain performance requirements for a portion of the
shares. Restricted stock activity for the three years ended December 31, 1998 is summarized in the following table. Amounts
shown in this table have not been retroactively restated to reflect the June 5, 1998 stock split.

1998 1997 1996

Price Price Price
Shares Per Share Shares Per Share Shares Per Share

Outstanding at January 1, 85,392 $27-$56 212,309 $15-$35 279,096 $15-$35
Two-for-one stock split 84,332 $13-$28 – – – –
Vested (152,246) $13-$28 (126,917) $15-$56 (66,787) $20-$35
Forfeited (17,478) $13-$28 – – – –

Outstanding at December 31, – – 85,392 $27-$56 212,309 $15-$35

A provision for restricted shares is made ratably over the restriction period. Expense recognized under the plan for
restricted shares was $167, $1,776 and $1,664 in 1998, 1997 and 1996, respectively.

N O T E  8 : C o m m i t m e n t s  a n d  C o n t i n g e n t  L i a b i l i t i e s

The Company is involved in certain claims and litigation related to its operations. In the opinion of management, liabilities, if
any, arising from these claims and litigation would not have a material adverse effect on the consolidated financial position,
liquidity or results of operations of the Company.

Commitments for the purchase of broadcast film contract rights totaled approximately $236,519, at December 31, 1998
for broadcasts scheduled through August 2005.

Advance payments on plant and equipment expenditures at December 31, 1998 primarily relate to newspaper production
equipment, DTV equipment and construction projects. Required future payments for capital expenditures for 1999, 2000,
2001 and 2002 are $31,810, $24,430, $2,251 and $630, respectively. Required future payments for 1999 include $15.7 million
toward the purchase of the new press at TDMN. An additional $19.7 million for this press is included in required future pay-
ments for 2000. Required future payments for 1999 also include $8.7 million for DTV equipment at seven of the Company’s
television stations.

Total lease expense for property and equipment was $8,293, $8,342 and $3,333 in 1998, 1997 and 1996, respectively.
Future minimum rental payments for operating leases at December 31, 1998, are as follows:

Operating
Leases

1999 $ 8,237
2000 6,848
2001 4,565
2002 3,257
2003 1,229
2004 & beyond 2,951
Total commitments $27,087
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N O T E  9 : C o m m o n  a n d  P r e f e r r e d  S t o c k

The Company has two series of common stock authorized, issued and outstanding, Series A and Series B. The shares are identical
except that Series B shares are entitled to 10 votes per share on all matters submitted to a vote of shareholders, while the Series A
shares are entitled to one vote per share. Transferability of the Series B shares is limited to family members and affiliated entities
of the holder. Series B shares are convertible at any time on a one-for-one basis into Series A shares.

Each outstanding share of common stock is accompanied by one preferred share purchase right, which entitles share-
holders to purchase 1/200 of a share of Series A Junior Participating Preferred Stock. The rights will not be exercisable until a
party either acquires beneficial ownership of 30 percent of the Company’s common stock or makes a tender offer for at least 30
percent of its common stock. At such time, each holder of a right (other than the acquiring person or group) will have the right
to purchase common stock of the Company with a value equal to two times the exercise price of the right, which is initially $75
(subject to adjustment). In addition, if the Company is acquired in a merger or business combination, each right can be used to
purchase the common stock of the surviving company having a market value of twice the exercise price of each right. Once a
person or group has acquired 30 percent of the common stock but before 50 percent of the voting power of the common stock
has been acquired, the Company may exchange each right (other than those held by the acquiring person or group) for one
share of Company common stock (subject to adjustment). The Company may reduce the 30 percent threshold or may redeem
the rights. The number of shares of Series A Junior Participating Preferred Stock reserved for possible conversion of these rights
is equivalent to 1/200 of the number of shares of common stock issued and outstanding plus the number of shares reserved for
options outstanding and for grant under the 1995 Executive Compensation Plan and for options outstanding under the
Company’s predecessor plan. The rights will expire in 2006, unless extended.

On June 5, 1998, the Company completed a two-for-one stock split in the form of a dividend, issuing one additional
share of Series A and Series B Common Stock for each corresponding share outstanding as of the May 22, 1998 record date.
The effect of the stock split was to double the number of shares outstanding and reduce per share amounts by one-half. All
earnings and dividends per share, weighted average shares outstanding and share trading prices in this report have been restated
to reflect the stock split.

Prior to the split, the Company’s shareholders approved a proposal to amend the Company’s Certificate of Incorporation
to increase the total number of authorized shares of common stock from 150,000,000 to 450,000,000 shares.

As discussed in Note 3, on February 28, 1997, in connection with the acquisition of PJC, the Company issued
25,394,564 shares of Series A Common Stock, on a pre-split basis.

The Company has in place a stock repurchase program authorizing the purchase of up to $2,500 of Company stock
annually and, as of December 31, 1998, the Company has authority to purchase an additional 3,946,344 shares. During 1998,
the Company purchased 6,727,400 shares of its Series A Common Stock at an aggregate cost of $129,786. These shares were
retired effective December 31, 1998. No shares of stock were purchased during 1997.

N O T E  1 0 : O t h e r  I n c o m e  a n d  E x p e n s e

In 1998, the Company sold 982,000 shares of Peapod, Inc. (“Peapod”) common stock and donated 827,113 shares of Peapod
common stock to the A. H. Belo Corporation Foundation. These transactions increased 1998 net earnings by $2,042 as the
$6,244 charge for the charitable contribution was more than offset by the net gain on the disposition of shares and the tax bene-
fit from the charitable contribution.

In 1997, the Company sold 220,000 shares of Gemstar International Group Limited (“Gemstar”) common stock and
donated 208,440 shares of Gemstar common stock to the A. H. Belo Corporation Foundation. These transactions did not have
an effect on 1997 net earnings as the $4,560 charge for the charitable contribution was offset by a net gain on the disposition of
the shares and the tax benefit from the charitable contribution.
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N O T E  1 1 : E a r n i n g s  Pe r  S h a r e

The following table sets forth the reconciliation between weighted average shares used for calculating basic and diluted earnings
per share for the three years ended December 31, 1998 (in thousands, except per share amounts):

1998 1997 1996

Weighted average shares for basic earnings per share 123,508 115,692 81,780
Effect of employee stock options 1,328 1,430 1,224
Weighted average shares for diluted earnings per share 124,836 117,122 83,004
Options excluded due to exercise price in excess of average market price

Number outstanding 1,765 1,728 110
Exercise price $  26.41 $  26.38 $19.25

N O T E  1 2 : C o m p r e h e n s i v e  I n c o m e

As of January 1, 1998, the Company adopted SFAS No. 130, “Reporting Comprehensive Income.” SFAS No. 130 establishes
reporting requirements for comprehensive income and its components, but has no effect on the Company’s net earnings or total
shareholders’ equity. SFAS No. 130, among other things, requires unrealized gains and losses related to available-for-sale securi-
ties to be included in other comprehensive income. Previously, these amounts were reported as adjustments to retained earnings.
For the years ended December 31, 1998, 1997 and 1996, total comprehensive income was comprised as follows:

1998 1997 1996

Net earnings $64,902 $82,972 $87,505
Unrealized holding gains, net of taxes of $596 in 1998 and $3,503 in 1997 1,107 6,505 –
Less reclassification for gains included in Net earnings, 

net of taxes of $2,827 in 1998 and $1,271 in 1997 (5,251) (2,361) –
Accumulated other comprehensive income (loss) (4,144) 4,144 –

Total comprehensive income $60,758 $87,116 $87,505

N O T E  1 3 : S u p p l e m e n t a l  C a s h  F l o w  I n f o r m a t i o n

Supplemental cash flow information and significant non-cash investing and financing activities for the three years ended
December 31, 1998, are as follows:

1998 1997 1996

Supplemental cash flow information
Cash paid during the period for:

Interest, net of amounts capitalized $107,763 $ 81,676 $27,201
Income taxes, net of refunds $ 84,407 $ 54,436 $43,344

Supplemental non-cash investing and financing activities:
Stock issued for PJC acquisition $         – $870,399 $       –
KIRO/KMOV asset exchange $         – $152,000 $       –
Non-cash consideration for KENS $         – $125,000 $       –

N O T E  1 4 : I n d u s t r y  S e g m e n t  I n f o r m a t i o n

The Company operates in two primary industries: television broadcasting and newspaper publishing. Operations in the broad-
cast industry involve the sale of air time for advertising and the broadcast of news, entertainment and other programming. The
Company’s television stations are located in Dallas, Houston and San Antonio, Texas; Seattle and Spokane, Washington;
Sacramento, California; St. Louis, Missouri; Portland, Oregon; Charlotte, North Carolina; Norfolk, Virginia; New Orleans,
Louisiana; Louisville, Kentucky; Albuquerque, New Mexico; Tulsa, Oklahoma; Honolulu, Hawaii; Tucson, Arizona; and Boise,
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Idaho. Operations in the newspaper publishing industry involve the sale of advertising space in published issues, the sale of
newspapers to distributors and individual subscribers and commercial printing. The Company’s major publishing units are The
Dallas Morning News, located in Dallas, Texas; The Providence Journal, located in Providence, Rhode Island; and The Press-
Enterprise, located in Riverside, California. The Company has other newspaper operations in Owensboro and Henderson,
Kentucky and Bryan-College Station, Texas. The Company’s other industry segment is comprised primarily of cable news opera-
tions, which are located in Seattle, Washington and Dallas, Texas.

Selected segment data for the years ended December 31, 1998, 1997 and 1996 is as follows. Certain operations have
been reclassified to reflect new requirements for reporting under SFAS No. 131:

1998 1997(a) 1996

Net operating revenues
Broadcasting (b) $  609,068 $  536,737 $  333,396
Newspaper publishing (c) 787,541 694,495 487,560
Other 10,736 17,149 3,352

$1,407,345 $1,248,381 $  824,308
Earnings from operations

Broadcasting(b) (e) $  138,679 $  132,237 $    83,862
Newspaper publishing(c) (f ) 140,584 157,506 102,873
Other (d) (5,212) (9,237) (1,065)
Corporate expenses (40,966) (39,704) (20,021)

$  233,085 $  240,802 $  165,649
Depreciation and amortization

Broadcasting (b) $  100,066 $    84,417 $    38,975
Newspaper publishing (c) (g) 67,079 47,392 25,072
Other 1,030 1,565 200
Corporate 2,745 1,619 936

$  170,920 $  134,993 $    65,183
Operating cash flow (h)

Broadcasting $  238,745 $  216,654 $  122,837
Newspaper publishing 207,663 204,898 127,945
Other (4,182) (7,672) (865)
Corporate (38,221) (38,085) (19,085)

$  404,005 $  375,795 $  230,832
Identifiable assets

Broadcasting $2,502,839 $2,544,323 $  709,884
Newspaper publishing 870,675 919,379 372,958
Other 23,922 3,412 6,118
Corporate 141,653 155,840 135,112

$3,539,089 $3,622,954 $1,224,072
Capital expenditures

Broadcasting $    55,035 $    48,176 $    22,814
Newspaper publishing 25,847 23,224 18,268
Other (d) 16,898 1,787 1,338
Corporate 5,147 10,130 7,380

$  102,927 $    83,317 $    49,800

(a) Segment results for 1997 include 10 months of operations of PJC, which Belo acquired on February 28, 1997. See Note 3. PJC operations include nine television stations,
a daily newspaper, a cable news operation and a cable network. The cable network was subsequently disposed of and its operations are excluded effective July 1, 1997.

(b) In 1997, the broadcasting segment also includes two-and-one-half months of operations of KENS, which Belo acquired on October 15, 1997. See Note 3.
(c) In 1997, the newspaper publishing segment includes five months of operations of PE, due to Belo increasing its ownership interest from 38 percent to 100 percent on July

25, 1997. See Note 3.
(d) In 1998, operations include start-up costs for TXCN, the Company’s regional cable news channel in Dallas, Texas, which began broadcasting January 1, 1999.
(e) Broadcasting earnings from operations for 1998 include a $6,996 charge for early retirement costs and other employee reduction initiatives.
(f ) Newspaper publishing earnings from operations for 1998 include a non-cash charge for the write-down of a press at TDMN of $11,478 and a charge of $6,344 for

certain early retirement costs.
(g) Newspaper publishing depreciation and amortization expense for 1998 includes the $11,478 non-cash charge for the write-down of a press at TDMN.
(h) Operating cash flow is defined as segment earnings from operations plus depreciation and amortization. Operating cash flow is used in the broadcasting and publishing

industries to analyze and compare companies on the basis of operating performance, leverage and liquidity.
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N O T E  1 5 : Q u a r t e r l y  R e s u l t s  o f  O p e ra t i o n s  ( u n a u d i t e d )

Following is a summary of the unaudited quarterly results of operations for the years ended December 31, 1998 and 1997.
Certain previously reported data has been reclassified to reflect new requirements under segment reporting standards:

1st Quarter 2nd Quarter 3rd Quarter 4th Quarter

1 9 9 8

Net operating revenues
Broadcasting $136,708 $163,142 $137,885 $171,333
Newspaper publishing 190,369 200,790 192,276 204,106
Other 2,383 2,338 2,457 3,558

$329,460 $366,270 $332,618 $378,997
Earnings from operations

Broadcasting $ 23,642 $ 47,991 $ 24,732 $ 42,314(a)

Newspaper publishing 39,186 44,043 35,379 21,976(b)

Other (1,097) (763) (1,116) (2,236)
Corporate expenses (10,138) (8,682) (11,229) (10,917)

$ 51,593 $ 82,589 $  47,766 $ 51,137
Net earnings $ 13,635 $ 29,823 $ 9,707 $ 11,737
Basic earnings per share $      .11 $      .24 $      .08 $ .10
Diluted earnings per share $      .11 $      .24 $      .08 $ .10

1 9 9 7

Net operating revenues
Broadcasting (c) $ 92,002 $152,194 $132,957 $159,584
Newspaper publishing (d) 137,255 171,651 183,103 202,486
Other (e) 3,445 7,972 2,996 2,736

$232,702 $331,817 $319,056 $364,806
Earnings from operations

Broadcasting (c) $ 16,869 $ 44,849 $ 26,063 $ 44,456
Newspaper publishing (d) 38,679 40,500 36,932 41,395
Other (e) (1,336) (5,430) (1,162) (1,309)
Corporate expenses (6,761) (9,205) (9,725) (14,013)

$ 47,451 $ 70,714 $  52,108 $ 70,529
Net earnings $ 17,627 $ 26,313 $  14,958 $ 24,074
Basic earnings per share $      .19 $      .21 $      .12 $      .19
Diluted earnings per share $      .19 $      .21 $      .12 $      .19

(a) Broadcasting earnings from operations in fourth quarter 1998 include a $6,996 charge for early retirement costs and other employee reduction initiatives.
(b) Newspaper publishing earnings from operations in fourth quarter 1998 include a non-cash charge for the write-down of a press at TDMN of $11,478 and a charge of

$6,344 for certain early retirement costs.
(c) Broadcasting results include the operations of nine new television stations beginning in March 1997, and KENS beginning in October 1997. See Note 3.
(d) Publishing results include the operations of The Providence Journal beginning in March 1997, and The Press-Enterprise beginning in August 1997. See Note 3.
(e) Results for TVFN are included from March through June 1997. See Note 3.
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M A N A G E M E N T ’ S  R E S P O N S I B I L I T Y  F O R
F I N A N C I A L  S T A T E M E N T S

The Management of A. H. Belo Corporation is responsible for the preparation of the Company’s consolidated financial statements,
as well as for their integrity and objectivity. Those statements are prepared using generally accepted accounting principles, they
include amounts that are based on our best estimates and judgments, and we believe they are not misstated due to material
fraud or error. Management has also prepared the other information in the Annual Report and is responsible for its accuracy
and its consistency with the financial statements.

Management maintains a system of internal control that is designed to provide reasonable assurance of the integrity and
reliability of the financial statements, the protection of assets from unauthorized use or disposition, and the prevention and
detection of fraudulent financial reporting. This system of internal control provides for appropriate division of responsibility.
Policies and procedures, as they relate to internal control, are updated as necessary and communicated to those employees hav-
ing a significant role in the financial reporting process. Management continually monitors the system of internal control for
compliance.

Management believes that as of December 31, 1998, the Company’s system of internal control is adequate to accomplish
the objectives described above. Management recognizes, however, that no system of internal control can ensure the elimination
of all errors and irregularities, and it recognizes that the cost of the internal controls should not exceed the value of the benefits
derived.

Finally, Management recognizes its responsibility for fostering a strong ethical climate within the Company according to
the highest standards of personal and professional conduct, and this responsibility is delineated in the Company’s written state-
ment of business conduct. This statement of business conduct addresses, among other things, the necessity for due diligence and
integrity, avoidance of potential conflicts of interest, compliance with all applicable laws and regulations, and the confidentiality
of proprietary information.

Robert W. Decherd Dunia A. Shive
Chairman of the Board, President and Chief Executive Officer Senior Vice President/Chief Financial Officer
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F I V E - Y E A R  F I N A N C I A L  S U M M A R Y
( U N A U D I T E D )

Dollars in thousands, except per share amounts 1998 1997 1996 1995 1994

N E T O P E R A T I N G R E V E N U E S

Broadcasting $  609,068 $ 536,737 $ 333,396 $ 322,642 $258,040
Newspaper publishing 787,541 694,495 487,560 409,099 369,366
Other 10,736 17,149 3,352 3,602 719

Total $1,407,345 $1,248,381 $ 824,308 $ 735,343 $ 628,125

D E P R E C I A T I O N &  A M O R T I Z A T I O N

Broadcasting $  100,066 $    84,417 $ 38,975 $ 37,795 $ 25,077
Newspaper publishing 67,079 47,392 25,072 20,916 20,716
Other 3,775 3,184 1,136 736 612

Total $ 170,920 $ 134,993 $ 65,183 $    59,447 $  46,405

E A R N I N G S F R O M O P E R A T I O N S

Broadcasting $ 138,679 $ 132,237 $ 83,862 $  83,921 $ 81,319
Newspaper publishing 140,584 157,506 102,873 69,999 66,568
Other (46,178) (48,941) (21,086) (17,357) (16,888)

Total $ 233,085 $ 240,802 $ 165,649 $  136,563 $130,999

Earnings before income taxes and
gains on sale of assets $ 123,877 $ 151,077 $ 140,145 $ 108,608 $107,897

Gains on sale of assets 6,583 3,045 3,895 2,406 –

Earnings before income taxes 130,460 154,122 144,040 111,014 107,897
Income taxes 65,558 71,150 56,535 44,438 39,030

N E T E A R N I N G S $   64,902 $ 82,972 $ 87,505 $ 66,576 $ 68,867

P E R S H A R E A M O U N T S

Net earnings (diluted) $     .52 $ .71 $ 1.05 $ .84 $  .85
Cash dividends $     .24 $ .22 $ .21 $    .16 $      .15

Average shares outstanding (in thousands) 124,836 117,122 83,004 79,068 80,892

Total assets $3,539,089 $3,622,954 $1,224,072 $1,154,022 $913,791
Long-term debt $1,634,029 $1,614,045 $ 631,857 $ 557,400 $330,400
Shareholders’ equity $1,248,100 $1,326,004 $ 370,483 $ 388,464 $382,535
Ratio of long-term debt to total capitalization 56.7% 54.9% 63.0% 58.9% 46.3%
Capital expenditures $ 102,927 $   83,317 $ 49,800 $ 40,830 $ 47,371
Full-time employees 6,920 6,760 3,760 3,489 3,082
Closing market price $     1915⁄16 $ 281⁄16 $      177⁄16 $        173⁄8 $ 14 1⁄8
Highest close price during the year $ 283⁄8 $ 281⁄16 $ 203⁄4 $ 18 3⁄8 $ 14 7⁄32

Lowest close price during the year $      149⁄16 $ 163⁄4 $       1513⁄16 $       14 1⁄32 $ 1025⁄32
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