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Financial Highlights

YEAR ENDED FEBRUARY 28 (29),
(IN THOUSANDS, EXCEPT PER SHARE DATA)

OPERATING DATA:
Net revenues
Operating expenses
International business development expenses
Corporate expenses
Time brokerage fee
Depreciation and amortization
Non-cash compensation
Programming restructuring cost

1996

1997

1998

1999

2000

$ 109,244
62,466
1,264
4,419
–
5,677
3,667
–

$ 113,720
62,433
1,164
5,929
–
5,481
3,465
–

$ 140,583
81,170
999
6,846
5,667
7,536
1,482
–

$ 232,836
143,348
1,477
10,427
2,220
28,314
4,269
–

$ 325,265
199,818
1,558
13,872
–
44,161
7,357
896
57,603
51,986
956
4,203

Operating income
Interest expense
Loss on donation of radio station
Other income (expense), net

31,751
13,540
–
(303)

35,248
9,633
–
325

36,883
13,772
4,833
6

42,781
35,650
–
1,914

Income before income taxes and extraordinary item
Income before extraordinary item
Net income (loss)
Net income (loss) available to common shareholders

17,908
10,308
10,308
10,308

25,940
15,440
15,440
15,440

18,284
11,084
11,084
11,084

9,045
2,845
1,248
1,248

Net income (loss) per share available to
common shareholders:
Basic
Diluted
Weighted average common shares outstanding (1):
Basic
Diluted

$
$

0.48
0.46

$
$

21,382
22,168

0.71
0.68

$
$

21,886
22,582

0.51
0.49

$
$

21,806
22,724

0.04
0.04

8,864
1,989
(33)
(3,177)

$
$

28,906
29,696

(0.09)
(0.09)
36,156
36,156

FEBRUARY 28 (29),
(DOLLARS IN THOUSANDS)

BALANCE SHEET DATA:
Cash
Working capital
Net intangible assets
Total assets
Credit facility and senior subordinated debt
Shareholders’ equity

1996

$

1,218
14,761
135,830
176,566
124,000
13,884

1997

$

1,191
15,463
131,743
189,716
115,000
34,422

1998

$

5,785
21,635
234,558
333,388
215,000
43,910

1999

$

6,117
1,249
802,307
1,014,831
577,000
235,549

2000

$

17,370
28,274
1,033,970
1,327,306
300,000
776,367

YEAR ENDED FEBRUARY 28 (29),
(DOLLARS IN THOUSANDS)

OTHER DATA:
Broadcast/publishing cash flow (2)
EBITDA before certain charges (2)
Cash flows from (used in):
Operating activities
Investing activities
Financing activities
Capital expenditures

1996

$

46,778
41,095
23,221
222
(25,430)
1,396

1997

$

51,287
44,194
21,362
(13,919)
(7,470)
7,559

1998

$

59,413
51,568
22,487
(116,693)
98,800
16,991

$

1999

2000

89,488
77,584

$ 125,447
110,017

35,121
(541,470)
506,681
37,383

26,360
(271,946)
256,839
29,316

(1) In February 2000, Emmis effected a 2-for-1 stock split of the outstanding shares of common stock. Accordingly, all data shown has been
retroactively adjusted to reflect the stock split.
(2) Broadcast/publishing cash flow and EBITDA before certain charges are not measures of liquidity or of performance in accordance with generally accepted accounting principles, and should be viewed as a supplement to and not a substitute for Emmis’ results of operations presented on
the basis of generally accepted accounting principles.
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“Long-term
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in every
sector
of media
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Dear Shareholders:

This past year has been a remarkable one for EMMIS.
By every measurable standard, we achieved record
results. And no one benefited more than you, our
shareholders. Despite a market correction that hit the
broadcast sector particularly hard at the end of our
fiscal year, our stock performed spectacularly. At the
beginning of the fiscal year, the price stood at $22.69;
at year’s end, it was $36.50, representing a 61 percent
increase (these figures reflect a 2-for-1 split effected in
February 2000). In the days before I wrote this letter,
the stock suffered an interim setback as the market
processed our agreement to purchase eight networkaffiliated and seven satellite television stations from
Lee Enterprises. We are confident that this is a shortterm decline. Adding critical mass to our television
group has allowed us to set into motion a strategy for
separating our television business
from our radio and publishing
holdings. I believe that this move,
combined with our continued
emphasis on radio growth, will
create greater shareholder value.

.”

As we plan for the future, we look back on fiscal
2000 as a pivotal year. We experienced explosive
growth. As elated as we were by this growth, we were
not surprised. In past years, we knew our stock was
worth more than the market price. We knew we had
valuable assets, ideas and people. And we knew we
could produce. We just needed to attract the attention
of the investment community. Last year, Wall Street
took notice, and the investment world watched as
EMMIS delivered on its promises. Using a strategic
combination of organic growth and acquisitions, we
pushed our numbers to new levels. From the end of
fiscal 1999 to the end of fiscal 2000,
we increased cash flow in our
domestic radio sector by 22 percent;
in TV by 115 percent; in publishing
by 53 percent; and in international
radio by 375 percent. With this
performance – consistent with our
past – we proved that we are
capable of long-term excellence in
every sector of media.
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In for the long haul. We understand that
today’s market rewards short-term gains. We know
that we live in a what-have-you-done-for-me-lately
society. Believe me, at EMMIS we got that message
loud and clear. And we responded to it by creating a
company that operates with both short-term and longterm successes in mind.
How did we do this? In the past year we refined our
operations to ensure that all EMMIS employees focus
on performance that will drive shareholder value. And
to make sure they stay focused, we’ve given them
powerful incentives: profit sharing, stock options and
bonus plans that reach further down the corporate
ladder than at any other media company in America. In
fact, most of our employees are shareholders, because
by offering our employees ownership in the company,
I believe that we encourage them to work harder and
more creatively for the company’s success. The good
news to shareholders is this: we don’t wreck the
bottom line in order to offer these generous incentives.
For example, even with this program in place (I would
argue that it’s because this program is in place), we
deliver the highest profit margins in the radio industry.
I am especially proud of our high margins because
they have been achieved in a media environment that
grows increasingly challenging. Customers change
their tastes hourly, advertisers demand ever-greater
results and technology continually alters the way
people consume media. In dealing with such challenges,
much of the industry has become focused on the quick
fix. But we have stayed focused on the bigger picture,
choosing to bypass the quick fix for more meaningful
solutions that will provide us with lasting results. We
invest in our people rather than cutting staffs. We take
active roles in our communities, working to make them
better places. We invest in new technology in order to
give our people the tools they need to succeed. And
we focus on long-term performance.
My job is to convince you that this approach makes
EMMIS unique in your portfolio. We are a company
capable of creating value for you now and in the years
to come.

Tuned in to radio. Two

decades ago, I
founded EMMIS as a one-radio-station company with
the dream that it would grow into a global multimedia
corporation. We have reached that dream: we own
radio, TV and publishing outlets in the U.S. and radio
properties in Europe and South America. But one thing
has never changed: EMMIS remains, first and
foremost, an American radio company. As such, our
top priority is to acquire more U.S. radio properties.

Buying radio has always been our top priority, but in
recent years, as we chose not to grab every buying
opportunity, and as we made acquisitions in other
areas, some began to doubt our commitment to this
strategy. Our willingness to wait for the right deals at
the right times was interpreted as a lack of ambition.
But we knew we had good reasons for being patient:

> First of all, we don’t need to grow simply for the sake
of growth. We are confident that we can compete with
any media company in the nation, even ones much
larger than we are. In fact, we have demonstrated this
in the major markets – especially in Chicago and Los
Angeles, where our stand-alone stations have grown
at a faster rate than the stations owned in clusters by
our competitors.
>

In addition, we know that the future will be full of
opportunities to acquire stations both in our existing
markets and in new ones. We will bid aggressively for
properties that we want, but we will buy only the ones
that make sense for us. In this consolidation-happy era
of deregulation, we have seen many size-focused
companies come and go. At EMMIS, we are building
our company on a solid foundation, one that can
support us in the long run.

> We take this long-view attitude because we believe
in radio as a long-term business, not simply as an
investment. And because we know it is a business in
which we can succeed – we’ve proven it over and over
again, by many measures. For example, again this
year, EMMIS reached more listeners per station than
any other radio company in America. And, as is so
often the case, we saw others in our industry turn to
EMMIS people, choosing them to serve on industry
boards and commissions when they were seeking the
leaders who could guide the evolution of radio into a
major advertising medium in the U.S. Personally, I am
proud to have chaired the Radio Advertising Bureau
Board at a time when radio accounts for 8 percent of all
advertising dollars. This is a historic milestone
because radio spent nearly 50 years at or below the 7
percent level.
I mention this not to suggest that I deserve any of
the credit for radio’s reaching a new level, but because
I believe it underlines a significant trend: radio is on a
roll. And no company is better equipped than EMMIS
to take advantage of the good times ahead, because
we have prepared ourselves to succeed. Last year, we
recapitalized our company in order to be ready for
new growth opportunities, and we de-leveraged our
balance sheet so we would be positioned to take
EMMIS to the next level of American radio.

media
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More to offer.

I’ve often pointed out to
investors that EMMIS is a great company on the basis
of its radio holdings alone – we’ve proven that we can
perform and we’re ready to grow. But there is even
more to EMMIS. We complement our radio success
with impressive results in other media sectors.

> In our international division – with its triple-digit
growth in terms of both revenue and cash flow – we
have demonstrated that EMMIS skills and approaches
can be transferred to new areas of the globe, places
where the potential for value creation is greater than in
more mature, domestic radio markets. We look
forward to learning from our successes in Hungary –
where we operate the nation’s No. 1 radio outlet – and
exporting those lessons to places like Argentina,
where we purchased stations in late 1999.
> Long considered to be a national leader in terms of
quality and performance, our publishing division this
year attained the size to match its reputation. The
January 2000 acquisition of Los Angeles magazine
makes EMMIS what one business publication termed
“the country’s dominant owner of city and regional
magazines.” But, as in our other sectors, in publishing
we are not focusing on size alone; we are focusing on
performance. Each year, the division hits higher marks
for revenue production and profitability, all while
maintaining the high quality standards that have
earned it the respect of its peers.
> While still a virtual newcomer in television, EMMIS
has already established itself as a company with a
plan for success. Through strategic acquisitions and
organic growth, we increased television revenue by
more than 107 percent in fiscal 2000. Stations that
were accustomed to 20 percent margins before we
acquired them now hit margins above 30 percent. And
this is why, although television is out of favor with Wall
Street, we believe we can make it a winner for us. Our
agreement to purchase Lee Enterprises’ stations gives
us the critical mass we need to separate television
from our other operations. We’re making this move
not because we think television detracts from our
mission – on the contrary, we believe it fits well with
the EMMIS philosophy and offers solid long-term
upside, not only from improved operations, but also
from the significant value of TV’s digital spectrum.
The fact is, EMMIS will always do most of its business
in domestic radio, and we will continue to pursue
opportunities for growth in that sector. But we do
believe that acquisitions in the less-valued sectors of
television, publishing and international radio will help
us grow at a rate that’s disproportionate to our peers.

Cultural pride. Of course, being prepared
for the future requires more than just hitting high
numbers today; a company must also have the right
people and a culture that allows them to perform to the
best of their abilities. EMMIS does, and the rest of the
industry knows it. All over the media industry – in
radio, publishing and TV – our peers regularly choose
EMMIS professionals to take leadership roles. Right
now, EMMIS people are at the forefront of a groundbreaking industry Internet initiative, and they regularly
lead industry associations and conventions. In short,
they consistently provide the brainpower needed to
tackle some of our industry’s greatest challenges.
Some might question how employing people who
chair committees or lead industry initiatives can help
our company. But to us at EMMIS the answer is simple:
in the dynamic world of media at the dawn of the 21st
century, those who lead find solutions first.
I am proud that EMMIS has created a culture that
attracts, encourages and retains leaders, and one that
fosters and rewards innovation.
I am proud that more of our employees own stock
than at any other media company.
I am proud that our people understand our goals
and are focused on achieving them.
I am proud that the values of EMMIS have earned us
the respect of our peers.
I am proud that we have created a company that has
done what it said it would do.
I am proud we have produced and delivered for you,
our shareholders.
This year, EMMIS – your company – climbed to a
new level. Last year, our market capitalization nearly
tripled. As a result, it has been a tremendous and exciting year. But what is most exciting is that we believe
this is only the beginning, because, while Wall Street
was keeping its eye on our industry’s fast-growth consolidators, we were patiently building a company that
stands poised to climb to even higher levels. In the
months and years ahead, as the media world continues to evolve, EMMIS will, thanks to the passion, innovation and dedication of its employees, become a
leader in that evolution. I thank you for your ownership
of our company.
Sincerely yours,

Jeff Smulyan
Chairman and CEO
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Listen here. Fiscal 1999 was a banner year for EMMIS Communications, but not because of any single
event or major development. Sure, we made some exciting moves, but the real excitement came from the fact that,
while we simply continued to do the things we always have done, Wall Street recognized EMMIS as a company
with a plan. Investors saw that this is a company that says what it’s going to do, and then goes out and does it.

We said we would grow: over the last two years, we made deals totaling more than $1 billion.
We said we would increase our value: in one year, our market capitalization grew from less than $700 million to
nearly $2 billion. We said we would compete: recent research shows that EMMIS reaches more listeners per radio
station than any other broadcast company in America.
We don’t make reckless predictions. We simply perform. On the following pages, we
have highlighted statements from CEO Jeff Smulyan’s
shareholder letter and provided information that
shows how EMMIS does what it says it will do.

.”

emmis
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“We believe
a business,
as an
During the last two decades, as the broadcast industry became preoccupied with rapid
growth and consolidation, EMMIS focused on operations. As radio companies emphasized the number of
stations they could acquire, we emphasized growth at the stations we already owned. We made acquisitions, but
only when we were certain the new stations would match well with our business philosophies.

The result of our focus is clear in the numbers from the past year: EMMIS posted record
same-station growth, outpacing our rivals quarter-by-quarter in terms of income produced from individual
stations. At a time when most of the radio industry posted 15 percent growth on a same-station basis, EMMIS
posted 19 percent growth. In other words, while we might not have bought as many stations as some of our
competitors, we produced more at the stations we do own. We have always believed we have a better way of
doing business, and we will continue that way.

usiness
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in

in radio as
not simply

vestment.”
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“We will
create
value
for you
now& in
years
to come
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At EMMIS, we recognize that today’s stock market values short-term gains. That’s why we’re proud to
point out that investors who purchased shares of EMMIS at the end of fiscal 1999 have been handsomely rewarded:
during fiscal 2000, the price of EMMIS stock nearly tripled. While the stock lost ground in the midst of a broad
market correction and industry turbulence, EMMIS’ share price still finished the year up 60 percent.
As proud as we were of this rapid growth, we were even more excited by our longterm prospects – we have positioned ourselves to grow. We amassed a pool of ready capital and lowered our
debt load. We attracted a $150 million investment from Liberty Media Group. And we instituted a company-wide
incentive system that keeps our employees focused on value creation. What does this mean for the long term?
Ask Wall Street: at the end of 1999, a dozen stock analysts issued reports on EMMIS Communications, with every
one of those analysts rating the company as
either a “buy” or a “strong buy.”

value

.”
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“Those
who lead
find the
solutions
first
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The media landscape changes constantly. New
technologies and ever-changing tastes have created a world in which only the
nimble survive. In such an industry, we recognize that a company either drives
change or reacts to it. At EMMIS, we prefer to be in front of the pack, blazing
trails and finding answers to the challenges ahead.
EMMIS has a long history of leading the charge.
We were the first company to air an all-sports-radio format, and the first to own
top-rated stations in both New York and Los Angeles. And we continue to lead
the way. Perhaps most notably, last year EMMIS launched an initiative to help
broadcasters take advantage of the opportunities of the Internet. The group that
emerged from that initiative – a collection of significant radio and television
operators known informally as the EMMIS Consortium – is creating a Web
portal that will allow them to profit from the online broadcasts of their content.
For too long, dot-coms have made money by distributing broadcasters’ content,
while TV and radio companies saw no real financial benefit. This consortium
plans to change that. In this effort as in so many others, EMMIS’ industry peers
turned to EMMIS for leadership. They’ve learned that if anyone is likely to find
the next great innovation, it’s EMMIS.

lead

.”
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“EMMIS’
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ownership
A few months after joining EMMIS, every new employee finds something in his or her
mailbox: a certificate for one share of EMMIS stock. Certainly, one share of EMMIS stock is not going to change
anybody’s life, but the symbolism of the gesture is seldom missed: EMMIS truly wants its employees to take
ownership in the company.

That gesture is more than symbolic – it usually marks the first of many shares of
EMMIS stock an employee will own. As a result of employee stock-purchase opportunities, stock-based profit
sharing, stock contributions to 401(k) plans and an options program that reaches down to virtually every level of
our company, we can honestly say that most of the people who work in our company are shareholders.
EMMIS doesn’t offer these programs to be generous. We believe that if you
make employees owners, they will act like owners. They will work a little harder, manage their budgets a little
more carefully and take greater pride in what they do. Most importantly, those employees will make sure EMMIS
succeeds, because their prosperity is linked to the company’s prosperity.

.”
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“We
make our
commun
better
places
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EMMIS takes its role as a corporate citizen seriously. We have always
believed that, as local publishers and broadcasters, we have a responsibility to use our stations and publications
to improve our communities. So we donate airtime and page space to not-for-profit organizations. We sponsor
fund-raising events. And we donate money to worthy causes.

We’re not talking about a few logo T-shirts and quick on-air mentions; we’re
talking about a serious financial impact. By leveraging its resources across the United States, in 1999 EMMIS
Communications pumped more than $23 million in cash, goods and services into its communities. What did
those millions do? They helped an Atlanta organization provide summer camp experiences for some of Georgia’s
special-needs children. They helped a Los Angeles workshop offer job training to former gang members. And
they helped other not-for-profit organizations across the
country provide needed services and promote their missions
and fund-raising efforts.

ities
.”

At EMMIS, we don’t pretend to answer every need in
our communities. But we put millions of dollars to work for
the groups that are out there trying to make a difference.

communi
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Radio
New York City
WQHT-FM > HOT FM 97.7
WQCD-FM > Smooth Jazz 101.9
WRKS-FM > KISS FM 98.7

Los Angeles
KPWR-FM > Power 106

Chicago
WKQX-FM > Q101

St. Louis
KSHE-FM > 94.7
WKKX-FM > KIX 106.5
WXTM-FM > Extreme Radio 104.1

Indianapolis
WENS-FM > 97.1,
80s, 90s and Today
WIBC-AM > 1070,
News/Weather/Sports/Talk
WNOU-FM > Radio Now 93.1
WTLC-FM > 105.7, R&B Hits
WTLC-AM > AM 1310, The Light
Agri-America
Network Indiana

Terre Haute
WTHI-FM > 99.9,
The Country Station
WWVR-FM > The River 105.5

Hungary

Ft. Myers, Fla.
WFTX > Fox 4

Green Bay, Wisc.
WLUK > Channel 11

Honolulu, Hawaii
KHON > Channel 2

Mobile, Ala.
WALA > Channel 10

New Orleans, La.
WVUE > Channel 8

Sláger Rádió

Orlando, Fla.

Argentina

WKCF > WB18

Radio 10 > AM 710
Mega 98.3
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TV

Terre Haute, Ind.
WTHI > Channel 10

Magazines
Atlanta
Cincinnati
Country Sampler
Indianapolis Monthly
Los Angeles
Texas Monthly
Wildlife Journal

Miscellaneous
EMMIS International
EMMIS Publishing
EMMIS Publishing National Sales
Revenue Development Systems

emmis properties
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Business Review

General
The Company evaluates performance of its operating entities
based on broadcast cash flow (BCF) and publishing cash flow
(PCF). Management believes that BCF and PCF are useful because
they provide a meaningful comparison of operating performance
between companies in the industry and serve as an indicator of
the market value of a group of stations or publishing entities. BCF
and PCF are generally recognized by the broadcast and publishing
industries as a measure of performance and are used by analysts
who report on the performance of broadcasting and publishing
groups. BCF and PCF do not take into account Emmis’ debt service
requirements and other commitments and, accordingly, BCF and
PCF are not necessarily indicative of amounts that may be available for dividends, reinvestment in Emmis’ business or other discretionary uses.
BCF and PCF are not measures of liquidity or of performance in
accordance with generally accepted accounting principles, and
should be viewed as a supplement to and not a substitute for our
results of operations presented on the basis of generally accepted
accounting principles. Moreover, BCF and PCF are not standardized
measures and may be calculated in a number of ways. Emmis
defines BCF and PCF as revenues net of agency commissions and
operating expenses. The primary source of broadcast advertising
revenues is the sale of advertising time to local and national advertisers. Publishing entities derive revenue from subscriptions and
sale of print advertising. The most significant broadcast operating
expenses are employee salaries and commissions, costs associated
with programming, advertising and promotion, and station general
and administrative costs. Significant publishing operating expenses
are employee salaries and commissions, costs associated with producing the magazine, and general and administrative costs.
The Company’s revenues are affected primarily by the advertising rates its entities charge. These rates are in large part based on
the entities’ ability to attract audiences/subscribers in demographic groups targeted by their advertisers. Broadcast entities’ ratings
are measured principally four times a year by Arbitron Radio Market Reports for radio stations and by A.C. Nielsen Company for
television stations. Because audience ratings in a station’s local
market are critical to the station’s financial success, the Company’s strategy is to use market research and advertising and promotion to attract and retain audiences in each station’s chosen
demographic target group.
In addition to the sale of advertising time for cash, stations typically exchange advertising time for goods or services which can
be used by the station in its business operations. The Company
generally confines the use of such trade transactions to promotional items or services for which the Company would otherwise
have paid cash. In addition, it is the Company’s general policy not
to pre-empt advertising spots paid for in cash with advertising
spots paid for in trade.

Acquisitions, Donations and Investments
On May 7, 2000, the Company entered into an agreement to purchase eight network-affiliated and seven satellite television stations
from Lee Enterprises, Inc. for $562.5 million (the “Lee Acquisition”).
The Lee Acquisition consists of the following stations: KOIN-TV
(CBS) in Portland, Oregon; KRQE-TV (CBS) in Albuquerque, New
Mexico (including satellite stations KBIM-TV, Roswell, New Mexico,
and KREZ-TV, Durango, Colorado – Farmington, New Mexico);

WSAZ-TV (NBC) in Charleston-Huntington, West Virginia; KSNW-TV
(NBC) in Wichita, Kansas (including satellite stations KSNG-TV, Garden City, Kansas, KSNC-TV, Great Bend, Kansas, and KSNK-TV,
Oberlin, Kansas – McCook, Nebraska); KGMB-TV (CBS) in Honolulu,
Hawaii (including satellite stations KGMD-TV, Hilo, Hawaii, and
KGMV-TV, Wailuku, Hawaii); KGUN-TV (ABC) in Tucson, Arizona;
KMTV-TV (CBS) in Omaha, Nebraska; and KSNT-TV (NBC) in Topeka,
Kansas. The acquisition will be accounted for as a purchase and is
subject to obtaining various regulatory, network and other approvals
prior to closing. In connection with the Lee Acquisition, management intends to separate the Company’s television and radio businesses. Management is evaluating structural and financing alternatives to effect this separation of businesses.
On March 3, 2000, the Company acquired all of the outstanding
capital stock of Los Angeles Magazine Holding Company, Inc. for
approximately $36.0 million in cash plus liabilities recorded of $1.4
million. Los Angeles Magazine Holding Company, Inc. owns and
operates Los Angeles, a city magazine. The acquisition will be
accounted for as a purchase and was financed through borrowings
under the Company’s credit facility (the “Credit Facility”).
On December 14, 1999, the Company completed its acquisition
of substantially all of the assets of Country Marketplace and related publications from H&S Media, Inc. for approximately $1.8 million in cash plus liabilities recorded of approximately $.6 million.
The acquisition was accounted for as a purchase and was
financed through borrowings under the Credit Facility. The
excess of the purchase price over the estimated fair value of
identifiable assets was $2.3 million, which is included in intangible assets in the accompanying consolidated balance sheets and
is being amortized over 15 years.
On November 16, 1999 Emmis purchased one million shares of
BuyItNow.com L.L.C. for $5 million in cash, which represented an
original investment of 2.49% of the outstanding equity of BuyItNow.com L.L.C. This investment is accounted for using the cost
method of accounting and is reflected in other assets in the
accompanying consolidated balance sheets. In a separate transaction, BuyItNow.com L.L.C. agreed to a cash purchase of $2.5 million of advertisements from Emmis through February 2001.
On November 9, 1999, the Company completed its acquisition of
75% of the outstanding common stock of Votionis, S.A. (“Votionis”)
for $13.3 million in cash plus liabilities recorded of $5.6 million.
Additional consideration of up to $2.2 million will be paid if certain
conditions are met. Votionis consists of one FM and one AM radio
station located in Buenos Aires, Argentina (the “Votionis Acquisition”). The acquisition was accounted for as a purchase and was
financed with proceeds from the Company’s October 1999 Common
and Preferred Equity Offerings. Broadcast licenses are included in
intangible assets in the accompanying consolidated balance sheets.
This broadcast license is being amortized over 23 years.
On October 29, 1999, the Company completed its acquisition of
substantially all of the assets of television station WKCF in Orlando, Florida ( the “WKCF Acquisition”) from Press Communications,
L.L.C. for approximately $197.1 million in cash. The purchase price
included the purchase of land and a building for $2.2 million. The
Company financed the acquisition through a $12.5 million advance
payment borrowed under the Credit Facility and proceeds from the
Company’s October 1999 Common and Preferred Equity Offerings.
In connection with the acquisition, the Company recorded $49.3
million in contract liabilities. The acquisition was accounted for as
a purchase. The total purchase price was allocated to property and
equipment, television program rights and broadcast licenses based
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on a preliminary appraisal. Broadcast licenses are included in
intangible assets in the accompanying consolidated balance sheet
and are being amortized over 40 years. WKCF is an affiliate of the
WB Television Network. As part of the WKCF Acquisition, the Company entered into an agreement with the WB Television Network
which, among other things, extends the existing network affiliation
agreement through December 2009.
In June 1999, the Company entered into an agreement with a
former executive of Sinclair Broadcasting Group, Inc. (“Sinclair”)
to purchase the executive’s right to acquire the assets of certain
broadcast properties in St. Louis, Missouri under an option
agreement (the “St. Louis Acquisition”). The right was exercised
and allows the Company to purchase, at fair market value, six
radio stations (five FM and one AM) and one ABC-affiliated television station from Sinclair.
In November 1999, through completion of an appraisal process,
the purchase price of the St. Louis Acquisition was determined to
be $366.5 million. Sinclair has since filed a lawsuit in which it
alleges, among other things, that the option agreement is not
enforceable and that Emmis is not a proper designee of the executive’s rights. The Company has denied the allegations made by
Sinclair and believes that it has meritorious defenses to Sinclair’s
allegations. In addition, the Company has filed counterclaims
against Sinclair, seeking, among other things, that the court order
Sinclair to complete the sale of its St. Louis broadcast properties to
the Company.
The St. Louis Acquisition will be subject to approval by both the
Federal Communications Commission and the Department of Justice; it will be accounted for as a purchase and will be financed
through available cash, additional debt or equity securities,
depending on market conditions and other factors.
Under FCC regulations, Emmis can own no more than five FM
and three AM stations in the St. Louis market. Since Emmis
already owns three FM stations in the St. Louis market, concurrently with the consummation of the St. Louis Acquisition, Emmis
must divest three FM stations. Management intends to divest the
stations in the St. Louis market with the three weakest transmitting signals.
On April 1, 1999, the Company completed its acquisition of substantially all of the assets of Country Sampler, Inc. (the “Country
Sampler Acquisition”) for approximately $20.9 million plus liabilities
recorded of approximately $4.7 million. The purchase price was
payable with $18.5 million in cash at closing, which was financed
through additional borrowings under the Credit Facility, $2.0 million
payable under a contract with the principal shareholder through
April 2003, and $.5 million paid in October 1999. The acquisition was
accounted for as a purchase. The excess of the purchase price over
the estimated fair value of identifiable assets was $17.7 million,
which is included in intangible assets in the accompanying consolidated balance sheets and is being amortized over 15 years.
Effective October 1, 1998, the Company completed its acquisition of substantially all of the assets of Wabash Valley Broadcasting Corporation (the “Wabash Acquisition”) for a cash purchase
price of $88.9 million (including transaction costs), plus liabilities
recorded of approximately $12.2 million. The Company financed
the acquisition through borrowings under the Credit Facility. The
Wabash Acquisition consists of WFTX-TV, a Fox network affiliated
television station in Ft. Myers, Florida; WTHI-TV a CBS network
affiliated television station in Terre Haute, Indiana; WTHI-FM and
AM and WWVR-FM, radio stations located in the Terre Haute, Indiana, area. In December 1999, the Company donated radio station

22 emmis

WTHI-AM to a not-for-profit corporation. The $1.0 million net book
value of the station at the time of donation was recognized as a
loss on donation of radio station.
On July 16, 1998, the Company completed its acquisition of
substantially all of the assets of SF Broadcasting of Wisconsin,
Inc. and SF Multistations, Inc. and Subsidiaries (collectively the
“SF Acquisition”) for a cash purchase price of $287.3 million
(including transaction costs), a $25 million promissory note due
to the former owner, plus liabilities recorded of approximately
$34.7 million. The Company financed the acquisition through a
$25 million promissory note and borrowings under the Credit
Facility. The promissory note was paid in full in February 1999.
The SF Acquisition consists of four Fox network affiliated television stations: WLUK-TV in Green Bay, Wisconsin; WVUE-TV in
New Orleans, Louisiana; WALA-TV in Mobile, Alabama; and
KHON-TV in Honolulu, Hawaii (including satellite stations KAII-TV,
Wailuku, Hawaii, and KHAW-TV, Hilo, Hawaii).
On June 5, 1998, the Company completed its acquisition of
radio station WQCD-FM in New York City (the “WQCD Acquisition”) from Tribune New York Radio, Inc. for a cash purchase price
of $141.6 million (including transaction costs) less approximately
$13.0 million for cash purchase price adjustments relating to taxes,
plus $20.0 million of net current tax liabilities, $52.5 million of
deferred tax liabilities and $0.3 million of liabilities associated with
the acquisition. The acquisition was accounted for as a purchase
and was financed through borrowings under the Credit Facility.
Effective July 1, 1997 through the date of closing, the Company
operated WQCD-FM under a time brokerage agreement.
On February 1, 1998, the Company acquired all of the outstanding capital stock of Mediatex Communications Corporation for
approximately $37.4 million in cash plus liabilities recorded of $8.0
million (the “Mediatex Acquisition”). Mediatex Communications
Corporation owns and operates Texas Monthly, a regional magazine. The acquisition was accounted for as a purchase and was
financed through borrowings under the Credit Facility.
On November 1, 1997, the Company acquired substantially all
of the net assets of Cincinnati magazine from CM Media, Inc. for
approximately $2.0 million in cash (the “Cincinnati Acquisition”).
Emmis financed the acquisition through borrowings under the
Credit Facility. The acquisition was accounted for as a purchase.
On November 1, 1997, the Company completed its acquisition
of substantially all of the assets of WTLC-FM and AM in Indianapolis from Panache Broadcasting, L.P. for approximately $15.3 million
in cash (the “Indianapolis Acquisition”). Emmis financed the acquisition through borrowings under the Credit Facility. The acquisition
was accounted for as a purchase.
Emmis owns a 54% interest in a Hungarian subsidiary (Slager
Radio Rt.) which was formed in August 1997. In November 1997,
Slager Radio acquired a radio broadcasting license from the Hungarian government at a cost of approximately $19.2 million. The
broadcast license has an initial term of seven years and may be
renewed, subject to governmental approval, for an additional five
years. Slager Radio began broadcasting on February 16, 1998.
On October 1, 1997, the Company acquired the assets of Network Indiana and AgriAmerica from Wabash Valley Broadcasting
Corporation for $.7 million in cash (the “Network Acquisition”).
Emmis financed the acquisition through borrowings under the
Credit Facility. The acquisition was accounted for as a purchase.
On March 31, 1997, Emmis completed its acquisition of substantially all of the assets of radio stations WXTM-FM (formerly WKBQFM and WALC-FM), WALC-AM (formerly WKBQ-AM) and WKKX-

FM in St. Louis (the “St. Louis Acquisition”) from Zimco, Inc. for
approximately $43.6 million in cash, plus an agreement to broadcast approximately $1 million in trade spots, for Zimco, Inc., over a
period of years. The purchase price was financed through borrowings under the Credit Facility and the acquisition was accounted
for as a purchase. In February 1998, the Company donated radio
station WALC-AM to a church. The $4.8 million net book value of
the station at the time of donation was recognized as a loss on
donation of radio station. Effective December 1, 1996 through the
date of closing, the Company operated the acquired stations under
a time brokerage agreement.

Results of Operations
YEAR ENDED FEBRUARY 29, 2000 COMPARED TO YEAR ENDED
FEBRUARY 28, 1999.
Net revenues for the year ended February 29, 2000 were $325.3
million compared to $232.8 million for the same period of the prior
year, an increase of $92.5 million or 39.7%. The increase in net revenues for the year ended February 29, 2000 is primarily the result
of the SF, Wabash and WKCF Acquisitions (the “TV Acquisitions”)($36.5 million) and Country Sampler Acquisition ($13.4 million). Excluding these transactions, net revenues for the year
ended February 29, 2000 would have increased $42.6 million or
21.8%. Included in this increase is a decrease in political advertising revenue at our television stations as our fiscal year ended February 29, 2000 was not a significant year for political campaigns.
The remaining increase in net revenues is due to the ability to realize higher advertising rates resulting from higher ratings at certain
broadcasting properties, increases in general radio spending in the
markets in which the Company operates, the ability to sell more
advertising in our publications and an increase in single copy
newsstand sales.
Operating expenses for the year ended February 29, 2000 were
$199.8 million compared to $143.3 million for the same period of the
prior year, an increase of $56.5 million or 39.4%. The increase in
operating expenses for the year ended February 29, 2000 is primarily the result of the TV Acquisitions ($25.0 million) and Country Sampler Acquisition ($11.2 million). Excluding these transactions, operating expenses for the year ended February 29, 2000 would have
increased $20.3 million or 17.0%. This increase is principally due to
higher advertising and promotional spending at certain of the Company’s properties as well as an increase in sales related costs.
Broadcast/publishing cash flow for the year ended February 29,
2000 was $125.4 million compared to $89.5 million for the same
period of the prior year, an increase of $35.9 million or 40.2%. The
increase in broadcast/publishing cash flow for the year ended February 29, 2000 is primarily the result of the TV Acquisitions ($11.5 million) and Country Sampler Acquisition ($2.2 million). Excluding
these transactions, broadcast/publishing cash flow for the year
ended February 29, 2000 would have increased $22.2 million or
29.3%. This increase is principally due to increased net revenues
partially offset by increased operating expenses as discussed above.
International business development expenses for the year
ended February 29, 2000 were $1.6 million compared to $1.5 million for the same period of the prior year. These expenses reflect
costs associated with Emmis International Corporation. The purpose of this wholly owned subsidiary is to identify, investigate and
develop international broadcast investments or other international
business opportunities. Expenses consist primarily of salaries,
travel and various administrative costs.

Corporate expenses for the year ended February 29, 2000 were
$13.9 million compared to $10.4 million for the same period of
the prior year, an increase of $3.5 million or 33.0%. These
increases are due to costs associated with year 2000 compliance,
analysis of potential acquisitions and an increase in the number
of corporate employees in all departments as a result of the
growth of the Company.
EBITDA before certain charges is defined as broadcast/publishing cash flow less corporate and international development
expenses. EBITDA before certain charges for the year ended February 29, 2000 was $110.0 million compared to $77.6 million for the
same period of the prior year, an increase of $32.4 million or
41.8%. This increase was principally due to the increase in broadcast/publishing cash flow partially offset by an increase in corporate expenses.
Interest expense was $52.0 million for the year ended February
29, 2000 compared to $35.7 million for the same period of the prior
year, an increase of $16.3 million or 45.8%. This increase reflected
higher outstanding debt due to the TV Acquisitions, WQCD Acquisition, which was previously operated under a time brokerage
agreement, and Country Sampler Acquisition and a higher rate of
interest paid by the Company on outstanding debt.
Depreciation and amortization expense for the year ended February 29, 2000 was $44.2 million compared to $28.3 million for the
same period of the prior year, an increase of $15.9 million or
56.0%. The increase in depreciation and amortization expense for
the year ended February 29, 2000 is primarily the result of the TV
Acquisitions ($8.0 million), WQCD Acquisition ($2.2 million) and
Country Sampler Acquisition ($2.3 million). The remaining increase
relates to depreciation of capital additions in recent years.
Non-cash compensation expense for the year ended February
29, 2000 was $7.4 million compared to $4.3 million for the same
period of the prior year, an increase of $3.1 million or 72.3%. Noncash compensation includes compensation expense associated
with stock options granted, restricted common stock issued under
employment agreements and common stock contributed to the
Company’s Profit Sharing Plan. This increase was due to shares
granted to certain executives under employment agreements for
which the fair market value of the shares at the date of grant was
higher than the fair market value of shares granted under previous
employment agreements due to the appreciation in the Company’s
stock price.
YEAR ENDED FEBRUARY 28, 1999 COMPARED TO YEAR ENDED
FEBRUARY 28, 1998.
Net revenues for the year ended February 28, 1999 were
$232.8 million compared to $140.6 million for the same period of
the prior year, an increase of $92.2 million or 65.6%. This
increase was principally due to the Indianapolis, Cincinnati and
Mediatex Acquisitions that occurred toward the end of fiscal 1998
and the SF and Wabash Acquisitions that occurred in fiscal 1999
(collectively the “98/99 Acquisitions”). Additionally, Emmis realized higher advertising rates at its broadcasting properties,
resulting from higher ratings at certain broadcasting properties,
as well as increases in general radio spending in the markets in
which the Company operates.
Operating expenses for the year ended February 28, 1999 were
$143.3 million compared to $81.2 million for the same period of
the prior year, an increase of $62.1 million or 76.6%. This increase
was principally attributable to the 98/99 Acquisitions and increased
promotional spending at the Company’s broadcasting properties.
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Broadcast/publishing cash flow for the year ended February 28,
1999 was $89.5 million compared to $59.4 million for the same
period of the prior year, an increase of $30.1 million or 50.6%. This
increase was due to increased net revenues partially offset by
increased operating expenses as discussed above.
International business development expenses for the year
ended February 28, 1999 were $1.5 million compared to $1.0 million for the same period of the prior year. These expenses reflect
costs associated with Emmis International Corporation. The purpose of this wholly owned subsidiary is to identify, investigate and
develop international broadcast investments or other international
business opportunities. Expenses consist primarily of salaries,
travel and various administrative costs.
Corporate expenses for the year ended February 28, 1999 were
$10.4 million compared to $6.8 million for the same period of the
prior year, an increase of $3.6 million or 52.3%. This increase was
primarily due to an increase in the number of corporate employees as a result of the growth of the Company and increased travel and other expenses related to potential acquisitions that were
not finalized.
EBITDA before certain charges is defined as broadcast/publishing cash flow less corporate and international development
expenses. EBITDA before certain charges for the year ended February 28, 1999 was $77.6 million compared to $51.6 million for the
same period of the prior year, an increase of $26.0 million or
50.4%. This increase was principally due to the increase in broadcast/publishing cash flow partially offset by an increase in corporate expenses.
Interest expense was $35.7 million for the year ended February
28, 1999 compared to $13.8 million for the same period of the prior
year, an increase of $21.9 million or 158.9%. This increase reflected
higher outstanding debt due to the 98/99 Acquisitions and the
WQCD Acquisition.
Depreciation and amortization expense for the year ended February 28, 1999 was $28.3 million compared to $7.5 million for the
same period of the prior year, an increase of $20.8 million or
275.7%. This increase was primarily due to the 98/99 Acquisitions
and the WQCD Acquisition.
Non-cash compensation expense for the year ended February
28, 1999 was $4.3 million compared to $1.5 million for the same
period of the prior year, an increase of $2.8 million or 188.1%. Noncash compensation includes compensation expense associated
with stock options granted, restricted common stock issued under
employment agreements and common stock contributed to the
Company’s Profit Sharing Plan. The increase in non-cash compensation relates primarily to options awarded the CEO in fiscal 1999
under his employment contract while similar options were not
awarded in fiscal 1998.

Liquidity and Capital Resources
The Company’s primary sources of liquidity are cash provided by
operations and availability under the Credit Facility. At February 29,
2000, the Company had cash and cash equivalents of $17.4 million,
net working capital of $28.3 million and $398.9 million available
under the Credit Facility, after considering an outstanding letter of
credit of $1.1 million. The Company expects that cash flow from
operating activities will be sufficient to fund all debt service requirements for debt existing at February 29, 2000, and working capital
and capital expenditure requirements for the next year. In addition,
the Company also has access to public equity and debt markets.
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On January 14, 2000, Emmis repaid the $250 million term note
outstanding under its Credit Facility. The repayment resulted in
cancellation of the term note portion of the Credit Facility.
On October 29, 1999, Emmis completed the sale of 7.984 million
shares of its Class A common stock at $31.25 per share resulting in
total proceeds of $249.5 million. Net proceeds of $238.3 million
were used to fund the acquisition of WKCF-TV in Orlando, Florida,
two radio stations in Buenos Aires, Argentina, and to repay certain
outstanding obligations under the Credit Facility.
At the same time as its public sale of 7.984 million shares of
Class A common stock, Emmis entered into a stock purchase
agreement with Liberty Media Corporation (Liberty) and sold 5.4
million shares of the Company’s Class A common stock to Liberty
for $148.5 million on November 18, 1999. Net proceeds of $145.3
million were used to fund the acquisition of WKCF-TV in Orlando,
Florida, two radio stations in Buenos Aires, Argentina, and to
repay certain outstanding obligations under the Credit Facility.
Also on October 29, 1999, the Company completed the sale of
2.875 million shares of 6.25% Series A cumulative convertible preferred stock at $50 per share resulting in total proceeds of $143.8
million. Net proceeds of $138.4 million were used to fund the
acquisition of WKCF-TV in Orlando, Florida, two radio stations in
Buenos Aires, Argentina, and to repay certain outstanding obligations under the Credit Facility.
Emmis has exercised its right, acquired in June 1999 from a former executive of Sinclair, to purchase certain broadcast properties in
St. Louis, Missouri under an option agreement. The purchase price
has been determined to be $366.5 million. The St. Louis Acquisition
will be accounted for as a purchase and will be financed through
available cash, additional debt or equity securities, depending on
market conditions and other factors. For further discussion of this
item, see Acquisitions, Donations and Investments.
The Company has signed an agreement to purchase the outstanding common stock of one FM radio station and one AM radio
station in Buenos Aires, Argentina. This will bring the Company’s
total radio holdings in Buenos Aires to four radio stations (two FM
stations and two AM stations). Emmis expects that this acquisition
will have an aggregate purchase price of approximately $10 million and will be financed through borrowings under the Credit
Facility.
On May 7, 2000, the Company entered into an agreement to
purchase eight network-affiliated and seven satellite television stations from Lee Enterprises, Inc. for $562.5 million (the “Lee Acquisition”). The acquisition will be accounted for as a purchase and is
subject to obtaining various regulatory, network and other
approvals prior to closing. In connection with the Lee Acquisition,
management intends to separate the Company’s television and
radio businesses. Management is evaluating structural and financing alternatives to effect this separation of businesses.
On March 3, 2000, the Company acquired all of the outstanding
capital stock of Los Angeles Magazine Holding Company, Inc. for
approximately $36.0 million in cash plus liabilities recorded of $1.4
million. The acquisition was financed through borrowings under
the Credit Facility.
In the fiscal years ended February 1998, 1999 and 2000, the
Company had capital expenditures of $17.0 million, $37.4 million
and $29.3 million, respectively. These capital expenditures primarily related to the Indianapolis office facility project, the KHON operating facilities project, leasehold improvements to office and studio
facilities in connection with the consolidation of the New York
broadcast properties to a single location, and broadcast equipment

purchases and tower upgrades.
As part of its business strategy, the Company continually evaluates potential acquisitions of radio and television stations as well
as publishing properties. In connection with future acquisition
opportunities, the Company may incur additional debt or issue
additional equity or debt securities depending on market conditions and other factors.

Seasonality
The Company’s results of operations are usually subject to seasonal fluctuations, which result in higher second and third quarter
revenues and broadcast cash flow. This seasonality is due to the
younger demographic composition of many of the Company’s stations. Advertisers increase spending during the summer months to
target these listeners. In addition, advertisers generally increase
spending during the months of October and November, which are
part of the Company’s third quarter, in anticipation of the holiday
season. Finally, revenues from political advertising tend to be higher in even numbered calendar years.

Year 2000
Emmis has not experienced significant problems related to systems properly recognizing date sensitive information as a result of
the year 2000. However, if Emmis were to experience such problems in the future, Emmis could implement temporary solutions or
processes not involving the malfunctioning equipment. Contingency plans have been documented in the event Emmis must
implement such temporary solutions. Emmis completed its assessment of year 2000 compliance for information technology, other
equipment, including broadcast equipment, and embedded technology in October 1999. Emmis began tracking costs relating to
year 2000 compliance in May 1999. Emmis estimates that the total
cost of year 2000 remediation efforts were less than $1.0 million,
which was funded from operations.

Inflation
The impact of inflation on the Company’s operations has not
been significant to date. However, there can be no assurance that a
high rate of inflation in the future would not have an adverse effect
on the Company’s operating results.

Quantitative and Qualitative Disclosures
About Market Risk
GENERAL
Market risk represents the risk of loss that may impact the
financial position, results of operations or cash flows of Emmis
due to adverse changes in financial and commodity market prices
and rates. Emmis is exposed to market risk from changes in
domestic and international interest rates (i.e. prime and LIBOR)
and foreign currency exchange rates. To manage this exposure

Emmis periodically enters into interest rate derivative agreements.
Emmis does not use financial instruments for trading and is not a
party to any leveraged derivatives.
In June 1998, SFAS No. 133, “Accounting for Derivative Instruments and Hedging Activities”, was issued, which establishes
accounting and reporting standards for derivative financial instruments and hedging activities. SFAS No. 133 is amended by SFAS
No. 137, “Accounting for Derivative Instruments and Hedging
Activities – Deferral of the Effective Date of FASB Statement No.
133”, and is effective for years beginning after June 15, 2000. This
pronouncement, which Emmis plans to adopt in its fiscal year ending February 28, 2002, will require, among other things, the Company to recognize all derivatives as either assets or liabilities on
the balance sheet at fair value. Derivatives not qualifying as
hedges must be adjusted to fair value through income. If the derivative is a hedge, depending on the nature of the hedge, changes in
its fair value will either be offset against the change in fair value of
the hedged assets, liabilities, or firm commitments through income
or recognized in other comprehensive income. Hedge ineffectiveness, the amount by which the change in the value of a hedge
does not exactly offset the change in the value of the hedged item,
will be immediately recognized in earnings. Management believes
adoption of this statement will not materially impact the Company’s financial position or results of operations.
INTEREST RATES
Although no balance existed as of February 29, 2000, future outstanding balances under the Company’s Credit Facility will bear
interest at variable rates. The Credit Facility requires Emmis to
maintain interest rate protection agreements through July 2001.
The notional amount required varies based upon Emmis’ ratio of
adjusted debt to EBITDA, as defined in the Credit Facility.
FOREIGN CURRENCY
Emmis owns a 54% interest in a Hungarian subsidiary which is
consolidated in the accompanying financial statements. This subsidiary’s operations are measured in its local currency. Emmis has a
natural hedge since some of the subsidiary’s long-term obligations
are denominated in Hungarian forints. Emmis maintains no other
derivative instruments to mitigate the exposure to translation and/or
transaction risk. However, this does not preclude the adoption of
specific hedging strategies in the future. It is estimated that a 10%
change in the value of the U.S. dollar to the Hungarian forint would
not be material.
Emmis owns a 75% interest in an Argentinean subsidiary which
is consolidated in the accompanying financial statements. This
subsidiary’s operations are measured in its local currency (peso),
which is tied to the U.S. dollar through the Argentine government’s Convertibility Plan. Emmis maintains no derivative instruments to mitigate the exposure to translation and/or transaction
risk. However, this does not preclude the adoption of specific
hedging strategies in the future.
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Consolidated Statements
of Operations
FOR THE THREE-YEAR PERIOD ENDED FEBRUARY 28 (29),
(DOLLARS IN THOUSANDS, EXCEPT PER SHARE DATA)

GROSS REVENUES

1998

$

LESS AGENCY COMMISSIONS

165,324

1999

$

274,056

2000

$

380,995

24,741

41,220

55,730

140,583
81,170
999
6,846
5,667
7,536
1,482
–

232,836
143,348
1,477
10,427
2,220
28,314
4,269
–

325,265
199,818
1,558
13,872
–
44,161
7,357
896

36,883

42,781

57,603

OTHER INCOME (EXPENSE):
Interest expense
Loss on donation of radio station
Other income, net

(13,772)
(4,833)
6

(35,650)
–
1,914

(51,986)
(956)
4,203

Total other income (expense)

(18,599)

(33,736)

(48,739)

INCOME BEFORE INCOME TAXES AND EXTRAORDINARY ITEM
PROVISION FOR INCOME TAXES

18,284
7,200

9,045
6,200

8,864
6,875

INCOME BEFORE EXTRAORDINARY ITEM
EXTRAORDINARY ITEM, NET OF TAX

11,084
–

2,845
1,597

1,989
2,022

NET INCOME (LOSS)
PREFERRED STOCK DIVIDENDS

11,084
–

1,248
–

(33)
3,144

NET REVENUES
Operating expenses
International business development expenses
Corporate expenses
Time brokerage fee
Depreciation and amortization
Non-cash compensation
Programming restructuring cost
OPERATING INCOME

NET INCOME (LOSS) AVAILABLE TO COMMON SHAREHOLDERS

$

11,084

$

1,248

$

(3,177)

BASIC EARNINGS PER COMMON SHARE:
Before extraordinary item
Extraordinary item, net of tax

$

0.51
–

$

0.10
(0.06)

$

(0.03)
(0.06)

Net income (loss) available to common shareholders

$

0.51

$

0.04

$

(0.09)

DILUTED EARNINGS PER COMMON SHARE:
Before extraordinary item
Extraordinary item, net of tax

$

0.49
–

$

0.10
(0.06)

$

(0.03)
(0.06)

Net income (loss) available to common shareholders

$

0.49

$

0.04

$

(0.09)

The accompanying notes to consolidated financial statements are an integral part of these statements.
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Consolidated Balance Sheets

(DOLLARS IN THOUSANDS, EXCEPT SHARE DATA)

FEBRUARY 28 (29),
1999

ASSETS
CURRENT ASSETS:
Cash and cash equivalents
Accounts receivable, net of allowance for doubtful accounts
of $1,698 and $1,924, respectively
Current portion of TV program rights
Income tax refunds receivable
Prepaid expenses
Other

$

6,117

2000

$

17,370

51,479
3,646
–
6,833
3,007

66,471
5,452
4,685
10,053
8,685

Total current assets

71,082

112,716

PROPERTY AND EQUIPMENT:
Land and buildings
Leasehold improvements
Broadcasting equipment
Office equipment and automobiles
Construction in progress

35,411
8,351
63,943
21,199
3,418

52,789
9,006
74,975
30,270
1,210

132,322

168,250

26,262

39,346

106,060

128,904

711,928
123,614
6,388

959,454
131,013
14,558

841,930

1,105,025

39,623

71,055

802,307

1,033,970

18,907
7,836
5,664
2,975

14,082
15,851
10,664
11,119

35,382

51,716

$ 1,014,831

$ 1,327,306

Less- Accumulated depreciation and amortization
Total property and equipment, net
INTANGIBLE ASSETS:
Broadcast licenses
Excess of cost over fair value of net assets of purchased businesses
Other intangibles

Less- Accumulated amortization
Total intangible assets, net
OTHER ASSETS:
Deferred debt issuance costs and cost of interest rate cap agreements,
net of accumulated amortization of $839 and $2,535, respectively
TV program rights, net of current portion
Investments
Deposits and other
Total other assets, net
Total assets

The accompanying notes to consolidated financial statements are an integral part of these balance sheets.
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Consolidated Balance Sheets (continued)

(DOLLARS IN THOUSANDS, EXCEPT SHARE DATA)

FEBRUARY 28 (29),
1999

LIABILITIES AND SHAREHOLDERS’ EQUITY
CURRENT LIABILITIES:
Accounts payable
Current maturities of other long-term debt
Current portion of TV program rights payable
Collection of accounts receivable on behalf of SF Broadcasting and Wabash
Valley Broadcasting
Accrued salaries and commissions
Accrued interest
Income tax payable
Deferred revenue
Other
Total current liabilities
CREDIT FACILITY AND SENIOR SUBORDINATED DEBT
OTHER LONG-TERM DEBT, NET OF CURRENT PORTION
TV PROGRAM RIGHTS PAYABLE, NET OF CURRENT PORTION
OTHER NONCURRENT LIABILITIES
MINORITY INTEREST
DEFERRED INCOME TAXES
Total liabilities

$

15,635
835
9,471

2000

$

22,957
5,379
16,816

9,016
4,545
6,223
12,057
7,238
4,813

–
8,162
11,077
–
15,912
4,139

69,833

84,442

577,000
18,805
25,161
3,466
–
85,017

300,000
14,607
58,585
5,408
758
87,139

779,282

550,939

–

29

264

412

COMMITMENTS AND CONTINGENCIES (NOTE 10)
SHAREHOLDERS’ EQUITY:
Series A cumulative convertible preferred stock, $.01 par value; authorized
10,000,000 shares; issued and outstanding 0 shares and 2,875,000
shares, respectively
Class A common stock, $.01 par value; authorized 68,000,000 shares; issued
and outstanding 26,380,414 shares and 41,232,811 shares, respectively
Class B common stock, $.01 par value; authorized 12,000,0000 shares;
issued and outstanding 5,164,530 shares and 4,738,582 shares, respectively
Additional paid-in capital
Accumulated deficit
Accumulated other comprehensive income
Total shareholders’ equity
Total liabilities and shareholders’ equity

52
260,186
(24,305)
(648)

47
804,820
(27,482)
(1,459)

235,549

776,367

$ 1,014,831

$ 1,327,306

The accompanying notes to consolidated financial statements are an integral part of these balance sheets.
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Consolidated Statements
of Changes in Shareholders’ Equity
FOR THE THREE-YEAR PERIOD ENDED FEBRUARY 29, 2000

CLASS A COMMON STOCK

CLASS B COMMON STOCK

SHARES
OUTSTANDING

AMOUNT

SHARES
OUTSTANDING

BALANCE, FEBRUARY 28, 1997
Issuance of Class A common stock in
exchange for Class B common stock
Exercise of stock options and related
income tax benefits
Compensation related to granting of
stock and stock options
Issuance of Class A common stock to
profit sharing plan
Issuance of Class A common stock to
employees and officers and related
income tax benefits
Purchase of Class A common stock
Comprehensive Income:
Net income

16,821,912

$ 168

5,148,940

27,152

–

212,610

2

–

BALANCE, FEBRUARY 28, 1998

(DOLLARS IN THOUSANDS, EXCEPT SHARE DATA)

Issuance of Class A common stock in
exchange for Class B common stock
Exercise of stock options and related
income tax benefits
Compensation related to granting of
stock and stock options
Issuance of Class A common stock
to profit sharing plan
Issuance of Class A common stock to
employees and officers and related
income tax benefits
Sale of Class A common stock, net of
costs incurred of $10,560
Comprehensive Income:
Net income
Cumulative translation adjustment
Total comprehensive income
BALANCE, FEBRUARY 28, 1999
Issuance of Class A common stock in
exchange for Class B common stock
Exercise of stock options and related
income tax benefits
Compensation related to granting of
stock and stock options
Issuance of Class A common stock
to profit sharing plan
Issuance of Class A common stock to
employees and officers and related
income tax benefits
Sale of Class A common stock, net of
costs incurred of $14,430
Sale of Series A cumulative convertible
preferred stock, net of costs incurred
of $5,341
Preferred stock dividends paid
Comprehensive Income:
Net income
Cumulative translation adjustment
Total comprehensive income
BALANCE, FEBRUARY 29, 2000

AMOUNT

$

SERIES A PREFERRED STOCK
SHARES
OUTSTANDING

AMOUNT

52

–

–

–

–

–

–

–

–

–

–

–

–

–

30,304

–

–

–

–

–

158,230
(388,888)

2
(4)

–
–

–
–

–
–

–
–

–

–

–

–

–

–

16,861,320

168

5,121,788

52

–

–

15,258

–

(15,258)

–

–

–

249,356

3

58,000

–

–

–

–

–

–

–

–

–

43,184

1

–

–

–

–

11,296

–

–

–

–

–

9,200,000

92

–

–

–

–

–
–
–

–
–
–

–
–
–

–
–
–

–
–
–

–
–
–

26,380,414

264

5,164,530

52

–

–

505,668

5

(505,668)

(5)

–

–

886,496

9

79,720

–

–

–

–

–

–

–

–

–

34,246

–

–

–

–

–

41,987

–

–

–

–

–

13,384,000

134

–

–

–

–

–
–

–
–

–
–

–
–

2,875,000
–

29
–

–
–
–

–
–
–

–
–
–

–
–
–

–
–
–

–
–
–

41,232,811

$ 412

4,738,582

47

2,875,000

(27,152)

$

$

$
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Consolidated Statements
of Changes in Shareholders’ Equity (continued)

FOR THE THREE-YEAR PERIOD ENDED FEBRUARY 29, 2000

ADDITIONAL
PAID-IN
CAPITAL

(DOLLARS IN THOUSANDS, EXCEPT SHARE DATA)

BALANCE, FEBRUARY 28, 1997
Issuance of Class A common stock in exchange for
Class B common stock
Exercise of stock options and related income tax benefits
Compensation related to granting of stock and stock
options
Issuance of Class A common stock to profit sharing plan
Issuance of Class A common stock to employees and
officers and related income tax benefits
Purchase of Class A common stock

70,839

BALANCE, FEBRUARY 28, 1999
Issuance of Class A common stock in exchange for Class B
common stock
Exercise of stock options and related income tax benefits
Compensation related to granting of stock and stock options
Issuance of Class A common stock to profit sharing plan
Issuance of Class A common stock to employees and
officers and related income tax benefits
Sale of Class A common stock, net of costs incurred
of $14,430
Sale of Series A cumulative convertible preferred stock, net
of costs incurred of $5,341
Preferred stock dividends paid

$

–
2,967

732
750

–
–

–
–

732
750

–
–

–
–

955
(7,000)

11,084

–

11,084

(25,553)

–

43,910

–
4,127
3,269
999

–
–
–
–

–
–
–
–

–
4,130
3,269
1,000

–

–

–

–

182,548

–

–

182,640

–
–
–

1,248
–
–

–
(648)
–

600

(24,305)

(648)

235,549

–

–
16,761
4,807
1,250

–
–
–
–

–
–
–
–

–
16,770
4,807
1,250

–

–

–

–

383,436

–

–

383,570

–
–

138,409
(3,144)

138,380
–

–
(3,144)

–
–
–

(33)
–
–

804,820

$

(27,482)

The accompanying notes to consolidated financial statements are an integral part of these statements.
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34,422

–
–

260,186

Comprehensive Income:
Net income (loss)
Cumulative translation adjustment
Total comprehensive income

–

–
–

69,243

Comprehensive Income:
Net income
Cumulative translation adjustment
Total comprehensive income

TOTAL
SHAREHOLDERS’
EQUITY

–
2,965

–

BALANCE, FEBRUARY 28, 1998
Issuance of Class A common stock in exchange for
Class B common stock
Exercise of stock options and related income tax benefits
Compensation related to granting of stock and stock options
Issuance of Class A common stock to profit sharing plan
Issuance of Class A common stock to employees and
officers and related income tax benefits
Sale of Class A common stock, net of costs incurred
of $10,560

ACCUMULATED
OTHER
COMPREHENSIVE
INCOME

(36,637)

953
(6,996)

Comprehensive Income:
Net income

BALANCE, FEBRUARY 29, 2000

ACCUMULATED
DEFICIT

–
(811)
–
$

(1,459)

(844)
$

776,367

Consolidated Statements
of Cash Flows
FOR THE THREE-YEAR PERIOD ENDED FEBRUARY 28 (29),
(DOLLARS IN THOUSANDS)

OPERATING ACTIVITIES:
Net income (loss)
Adjustments to reconcile net income (loss) to net cash
provided by operating activitiesExtraordinary item
Depreciation and amortization
Provision for bad debts
Provision (benefit) for deferred income taxes
Non-cash compensation
Loss on donation of radio station
Other
Changes in assets and liabilities Accounts receivable
Prepaid expenses and other current assets
Other assets
Accounts payable and accrued liabilities
Deferred revenue
Other liabilities

1998

$

11,084

1999

$

1,248

2000

$

(33)

–
9,719
802
(524)
1,482
4,833
357

1,597
32,158
1,745
4,953
4,269
–
(1,143)

2,022
53,818
2,550
6,670
7,357
956
(783)

(8,389)
(4,760)
(1,832)
9,139
292
284

(21,104)
(727)
3,435
7,007
(747)
2,430

(13,319)
(14,546)
(2,507)
10,165
4,332
(30,322)

22,487

35,121

26,360

(92,377)
(16,991)
(7,325)

(504,748)
(37,383)
661

(231,130)
(29,316)
(11,500)

(116,693)

(541,470)

(271,946)

288,378
(183,928)

1,063,000
(723,500)

149,668
(426,668)

182,640

383,570

–
3,922

–
4,130

138,409
13,881

(4,291)
–
1,719

(19,589)
–
–

98,800

506,681

256,839

INCREASE IN CASH AND CASH EQUIVALENTS

4,594

332

11,253

CASH AND CASH EQUIVALENTS:
Beginning of year

1,191

5,785

6,117

Net cash provided by operating activities
INVESTING ACTIVITIES:
Cash paid for acquisitions
Purchases of property and equipment
Deposits on acquisitions and other
Net cash used by investing activities
FINANCING ACTIVITIES:
Proceeds from long-term debt
Payments on long-term debt
Proceeds (purchase) of the Company’s Class A
common stock, net of transaction costs
Proceeds of the Company’s Series A cumulative
convertible preferred stock, net of transaction costs
Proceeds from exercise of stock options
Purchases of interest rate cap agreements and other
debt related costs
Preferred stock dividends paid
Other

(7,000)

Net cash provided by financing activities

End of year

$

5,785

$

6,117

–
(2,021)
–

$

17,370
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Consolidated Statements
of Cash Flows (continued)

FOR THE THREE-YEAR PERIOD ENDED FEBRUARY 28 (29),
(DOLLARS IN THOUSANDS)

SUPPLEMENTAL DISCLOSURES:
Cash paid forInterest
Income taxes
Non-cash investing and financing transactionsFair value of assets acquired by incurring debt
Preferred stock dividends accrued
ACQUISITION OF WXTM-FM, WALC-AM AND WKKX-FM:
Fair value of assets acquired
Cash paid
Liabilities recorded
ACQUISITION OF TEXAS MONTHLY:
Fair value of assets acquired
Cash paid
Liabilities recorded
ACQUISITION OF WQCD-FM:
Fair value of assets acquired
Cash paid
Liabilities recorded
ACQUISITION OF SF BROADCASTING:
Fair value of assets acquired
Cash paid
Liabilities recorded
ACQUISITION OF WABASH VALLEY BROADCASTING:
Fair value of assets acquired
Cash paid
Liabilities recorded
ACQUISITION OF COUNTRY SAMPLER:
Fair value of assets acquired
Cash paid
Liabilities recorded
ACQUISITION OF WKCF-TV:
Fair value of assets acquired
Cash paid
Liabilities recorded
ACQUISITION OF VOTIONIS, S.A.:
Fair value of assets acquired
Cash paid
Liabilities recorded

1998

$

9,655
8,419

$

33,439
1,580

2000

$

41,735
9,589

32
–

–
–

–
1,123

$

44,564
43,564

–
–

–
–

$

1,000

–

–

$

45,421
37,389

–
–

–
–

$

8,032

–

–

–
–

$

201,347
128,550

–
–

–

$

72,797

–

–
–

$

346,952
287,293

–
–

–

$

59,659

–

–
–

$

101,055
88,905

–
–

–

$

12,150

–

–
–

–
–

$

25,608
18,954

–

–

$

6,654

–
–

–
–

$

246,495
197,105

–

–

$

49,390

–
–

–
–

$

18,936
13,302

–

–

$

5,634

The accompanying notes to consolidated financial statements are an integral part of these statements.
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1999

Notes to
Consolidated Financial Statements
1. Summary of Significant
Accounting Policies
A. ORGANIZATION
Emmis Communications Corporation is a diversified media company with radio broadcasting, television broadcasting and magazine publishing operations. The thirteen FM radio stations and two
AM radio stations Emmis Communications Corporation owns in the
United States serve the nation’s three largest radio markets of New
York City, Los Angeles and Chicago, as well as St. Louis, Indianapolis and Terre Haute, Indiana. The seven television stations are located in Orlando, Florida; New Orleans, Louisiana; Mobile, Alabama;
Green Bay, Wisconsin; Honolulu, Hawaii; Fort Myers, Florida; and
Terre Haute, Indiana. Emmis Communications Corporation also
publishes Indianapolis Monthly, Texas Monthly, Country Sampler,
Cincinnati, Los Angeles and Atlanta magazines, has a 54% interest
in a national radio station in Hungary (Slager Radio), a 75% interest
in one FM and one AM radio station in Buenos Aires, Argentina,
and engages in certain businesses ancillary to its business, such as
broadcast tower leasing and advertising and program consulting.
B. PRINCIPLES OF CONSOLIDATION
The consolidated financial statements include the accounts of
Emmis Communications Corporation and its majority owned Subsidiaries. Unless the content otherwise requires, references to Emmis
or the Company in these financial statements mean Emmis Communications Corporation and its Subsidiaries. Emmis’ foreign subsidiaries report on a fiscal year ending December 31, which Emmis
consolidates into its fiscal year ending February 28 (29). All significant intercompany balances and transactions have been eliminated.
C. REVENUE RECOGNITION
Broadcasting revenue is recognized as advertisements are aired.
Publication revenue is recognized in the month of delivery.
D. TELEVISION PROGRAMMING
Emmis has agreements with distributors for the rights to television programming over contract periods which generally run from
one to five years. Each contract is recorded as an asset and a liability at an amount equal to its gross contractual commitment when
the license period begins and the program is available for its first
showing. The portion of program contracts which become payable
within one year is reflected as a current liability in the accompanying consolidated balance sheet.
The rights to program materials are reflected in the accompanying consolidated balance sheet at the lower of unamortized cost or
estimated net realizable value. Estimated net realizable values are
based upon management’s expectation of future advertising revenues, net of sales commissions, to be generated by the program
material. Amortization of program contract costs is computed
under either the straight-line method over the contract period or
based on usage, whichever yields the greater amortization for each
program on a monthly basis. Program contract costs that management expects to be amortized in the succeeding year are classified
as current assets. Program contract liabilities are typically paid on a
scheduled basis and are not affected by adjustments for amortization or estimated net realizable value. Certain program contracts
provide for the exchange of advertising air time in lieu of cash payments for the rights to such programming. These contracts are
recorded as the programs are aired at the estimated fair value of
the advertising air time given in exchange for the program rights.

E. INTERNATIONAL BUSINESS DEVELOPMENT EXPENSES
International business development expenses include the cost
of the Company’s efforts to identify, investigate and develop international broadcast investments or other international business
opportunities.
F. NON-CASH COMPENSATION
Non-cash compensation includes compensation expense associated with stock options granted, restricted common stock issued
under employment agreements and common stock contributed to
the Company’s Profit Sharing Plan. The Company has adopted the
disclosure-only provisions of Statement of Financial Accounting
Standards (SFAS) No. 123, “Accounting for Stock-Based Compensation.” Pro forma disclosure of net income and earnings per share
under SFAS No. 123 is presented in Note 9.
G. CASH AND CASH EQUIVALENTS
Emmis considers time deposits, money market fund shares, and all
highly liquid debt instruments with original maturities of three
months or less to be cash equivalents.
H. PROPERTY AND EQUIPMENT
Property and equipment are recorded at cost. Depreciation is
generally computed by the straight-line method over the estimated
useful lives of the related assets which are 31.5 years for buildings,
not more than 32 years for leasehold improvements, and 5 to 7
years for broadcasting equipment, office equipment and automobiles. Maintenance, repairs and minor renewals are expensed;
improvements are capitalized. Interest was capitalized in connection with the construction of the Indianapolis office facility and the
KHON operating facility. The capitalized interest was recorded as
part of the buildings. In fiscal 1998, 1999 and 2000 approximately
$312,000, $1,591,000 and $420,000 of interest was capitalized,
respectively. On a continuing basis, the Company reviews the financial statement carrying value of property and equipment for impairment. If events or changes in circumstances were to indicate that
an asset carrying value may not be recoverable, a write-down of
the asset would be recorded through a charge to operations.
I. INTANGIBLE ASSETS
Intangible assets are recorded at cost. Generally, broadcast
licenses, trademarks and the excess of cost over fair value of net
assets of purchased businesses are being amortized using the
straight-line method over 40 years. The cost of the broadcast
license for Slager Radio is being amortized over the seven year initial term of the license. The cost of the broadcast license for the
two stations in Buenos Aires, Argentina is being amortized over the
twenty-three year remaining term of the license. The excess of cost
over fair value of net assets resulting from the purchase of publications is being amortized over 15 years. Other intangibles are amortized using the straight-line method over varying periods, not in
excess of 10 years.
Subsequent to the acquisition of an intangible asset, Emmis
evaluates whether later events and circumstances indicate the
remaining estimated useful life of that asset may warrant revision
or that the remaining carrying value of such an asset may not be
recoverable. When factors indicate that an intangible asset should
be evaluated for possible impairment, Emmis uses an estimate of
the related asset’s undiscounted future cash flows over the remaining life of that asset in measuring recoverability. If separately identifiable cash flows are not available for an intangible asset (as would
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generally be the case for the excess of cost over fair value of purchased businesses), Emmis evaluates recoverability based on the
expected undiscounted cash flows of the specific business to which
the asset relates. If such an analysis indicates that impairment has
in fact occurred, Emmis writes down the remaining net book value
of the intangible asset to its fair value. For this purpose, fair value
is determined using quoted market prices (if available), appraisals
or appropriate valuation techniques.

conversions would be antidilutive. Weighted average common
equivalent shares outstanding for the period for purposes of computing diluted EPS are 22,723,762, 29,696,342 and 36,155,982 for
the years ended February 28 (29), 1998, 1999 and 2000, respectively.
Excluded from the calculation of diluted net income per share are
2.7 million weighted average shares that would result from the conversion of the stock options and preferred shares for the year
ended February 29, 2000.

J. INVESTMENTS
Emmis has a 50% ownership interest in a partnership in which the
sole asset is land on which a transmission tower is located. The other
owner has voting control of the partnership. This investment of
$5,114,000 is accounted for on the equity method of accounting.
Emmis has a $5,000,000 investment, which represents an original
2.49% ownership interest, in BuyItNow.com L.L.C., which is being
accounted for on the cost method of accounting.

N. STOCK SPLITS
In February 2000, the Company effected a 2-for-1 stock split of
the outstanding shares of common stock. Accordingly, all data
shown in the accompanying consolidated financial statements
and notes has been retroactively adjusted to reflect the stock split.

K. DEFERRED REVENUE AND BARTER TRANSACTIONS
Deferred revenue includes deferred magazine subscription revenue and deferred barter revenue. Barter transactions are recorded at
the estimated fair value of the product or service received. Broadcast
revenue from barter transactions is recognized when commercials
are broadcast. The appropriate expense or asset is recognized when
merchandise or services are used or received.
L. FOREIGN CURRENCY TRANSLATION
The functional currency of Slager Radio is the Hungarian forint.
Slager Radio’s balance sheet has been translated from forints to
the U.S. dollar using the current exchange rate in effect at the balance sheet date. Slager Radio’s results of operations have been
translated using an average exchange rate for the period. The
translation adjustment resulting from the conversion of Slager
Radio’s financial statements was $648,000 and $811,000 for the
years ended February 28 (29), 1999 and 2000, respectively. This
adjustment is reflected in shareholders’ equity in the accompanying consolidated balance sheet.
The functional currency of the two stations in Argentina is the
Argentinean peso. The peso is tied to the U.S. dollar through the
Argentine government’s Convertibility Plan. Thus, translation adjustments resulting from the conversion of these stations’ financial statements were immaterial for the year ended February 29, 2000.
M. EARNINGS PER SHARE
Statement of Financial Accounting Standards (SFAS) No. 128,
“Earnings Per Share”, requires dual presentation of basic and diluted earnings per share (“EPS”) on the face of the income statement
for all entities with complex capital structures. Basic EPS is computed by dividing net income available to common shareholders by
the weighted-average number of common shares outstanding for
the period (21,806,666, 28,905,640 and 36,155,982 shares for the
years ended February 28 (29), 1998, 1999 and 2000, respectively).
Diluted EPS reflects the potential dilution that could occur if securities or other contracts to issue common stock were exercised or
converted. Potentially dilutive securities at February 28, 1998 and
1999 consisted solely of stock options. Potentially dilutive securities
at February 29, 2000 consisted of stock options and the 6.25%
Series A cumulative convertible preferred stock. Neither the conversion of the stock options nor the conversion of the preferred stock
is included in the calculation of diluted net income per common
share for the year ended February 29, 2000 as the effect of these
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O. ESTIMATES
The preparation of financial statements in conformity with generally accepted accounting principles requires management to
make estimates and assumptions that affect the reported amounts
of assets and liabilities, disclosure of contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period.
Actual results could differ from those estimates.
P. FAIR VALUE OF FINANCIAL INSTRUMENTS
The carrying amounts of cash, accounts receivable, and accounts
payable approximate fair value because of the short maturity of
these financial instruments. Except for the Senior Subordinated
Notes, the carrying amounts of long-term debt approximate fair
value due to the variable interest rate on such debt. The fair value of
the Senior Subordinated Notes on February 29, 2000 was approximately $281.3 million, based on current market information. Fair
value estimates are made at a specific point in time, based on relevant market information about the financial instrument.
Q. ACCOUNTING PRONOUNCEMENT
In June 1998, SFAS No. 133, “Accounting for Derivative Instruments and Hedging Activities”, was issued, which establishes
accounting and reporting standards for derivative financial instruments and hedging activities. SFAS No. 133 is amended by SFAS No.
137, “Accounting for Derivative Instruments and Hedging Activities –
Deferral of the Effective Date of FASB Statement No. 133”, and is
effective for years beginning after June 15, 2000. This pronouncement, which Emmis plans to adopt in its fiscal year ending February
28, 2002, will require, among other things, the Company to recognize
all derivatives as either assets or liabilities on the balance sheet at fair
value. Derivatives not qualifying as hedges must be adjusted to fair
value through income. If the derivative is a hedge, depending on the
nature of the hedge, changes in its fair value will either be offset
against the change in fair value of the hedged assets, liabilities, or
firm commitments through income or recognized in other comprehensive income. Hedge ineffectiveness, the amount by which the
change in the value of a hedge does not exactly offset the change in
the value of the hedged item, will be immediately recognized in earnings. Management believes adoption of this statement will not materially impact the Company’s financial position or results of operations.
R. RECLASSIFICATIONS
Certain reclassifications have been made to the February 28,
1998 and 1999 financial statements to be consistent with the February 29, 2000 presentation.

2. Common Stock
Emmis has authorized 170,000,000 shares of Class A common
stock, par value $.01 per share, 30,000,000 shares of Class B common stock, par value $.01 per share, and 30,000,000 shares of Class
C common stock, par value $.01 per share. The rights of these three
classes are essentially identical except that each share of Class A
common stock has one vote with respect to substantially all matters, each share of Class B common stock has 10 votes with respect
to substantially all matters, and each share of Class C common
stock has no voting rights with respect to substantially all matters.
Class B common stock is owned by the principal shareholder (Jeffrey H. Smulyan). All shares of Class B common stock convert to
Class A common stock upon sale or other transfer to a party unaffiliated with the principal shareholder. At February 28 (29), 1999 and
2000, no shares of Class C common stock were issued or outstanding. The financial statements presented reflect the issuance of Class
A and Class B common stock.
In June 1997, Emmis acquired 388,888 shares of its Class A common stock from Morgan Stanley, Dean Witter, Discover and Co. at
$18.00 per share. The aggregate purchase price of $7.0 million is
reflected as a decrease to paid in capital in the accompanying financial
statements and was financed through additional borrowings under the
Company’s Credit Facility.
In June 1998, Emmis completed the sale of 9.2 million shares of
its Class A common stock at $21.00 per share resulting in total proceeds of $193.2 million. Net proceeds from the offering were used
to repay outstanding obligations under the Credit Facility.
On October 29, 1999, Emmis completed the sale of 7.984 million
shares of its Class A common stock at $31.25 per share resulting in
total proceeds of $249.5 million. Net proceeds of $238.3 million
were used to fund the acquisition of WKCF-TV in Orlando, Florida,
two radio stations in Buenos Aires, Argentina, and to repay certain
outstanding obligations under the Credit Facility.
At the same time as its public sale of 7.984 million shares of
Class A common stock, Emmis entered into a stock purchase
agreement with Liberty Media Corporation (Liberty) and sold 5.4
million shares of the Company’s Class A common stock to Liberty
for $148.5 million on November 18, 1999. Net proceeds of $145.3
million were used to fund the acquisition of WKCF-TV in Orlando,
Florida, two radio stations in Buenos Aires, Argentina, and to
repay certain outstanding obligations under the Credit Facility.

3. Preferred Stock
Emmis has authorized 10,000,000 shares of preferred stock which
may be issued with such designations, preferences, limitations and
relative rights as Emmis’ Board of Directors may authorize.
On October 29, 1999, the Company completed the sale of 2.875 million shares of 6.25% Series A cumulative convertible preferred stock at
$50 per share resulting in total proceeds of $143.8 million. Net proceeds of $138.4 million were used to fund the acquisition of WKCF-TV
in Orlando, Florida, two radio stations in Buenos Aires, Argentina, and
to repay certain outstanding obligations under the Credit Facility.
The 6.25% Series A cumulative convertible preferred stock has
a liquidation preference of $50 per share and a par value of $.01
per share. Each preferred share is convertible at the option of the
holder into 1.28 shares of Class A common stock, subject to certain events. Dividends are cumulative and payable quarterly in
arrears on January 15, April 15, July 15, and October 15 of each
year at an annual rate of $3.125 per preferred share.

The Company may not redeem the preferred stock prior to April
15, 2001. From April 15, 2001 to October 15, 2002, the Company
may redeem the preferred stock at a redemption premium equal to
104.911% of the stated liquidation preference (plus accumulated
and unpaid dividends, if any) if certain conditions are met. Beginning on October 15, 2002, and each October 15 thereafter, the Company may redeem the preferred stock for cash at the following
redemption premiums (which are expressed as a percentage of the
liquidation preference per share), plus in each case accumulated
and unpaid dividends, if any, whether or not declared to the
redemption date:
YEAR

AMOUNT

2002
2003
2004
2005
2006 and thereafter

103.571%
102.679%
101.786%
100.893%
100.000%

4. Credit Facility and Senior
Subordinated Debt
The Credit Facility and Senior Subordinated Debt was comprised
of the following at February 28 (29), 1999 and 2000:

(DOLLARS IN THOUSANDS)

Credit Facility:
Revolving Credit Facility
Term Note
81⁄8 % Senior Subordinated
Notes Due 2009
Total debt

1999

$

27,000
250,000

2000

$

–
–

300,000

300,000

$ 577,000

$ 300,000

CREDIT FACILITY
On July 16, 1998 the Company entered into an amended and
restated Credit Facility for $750 million, which could have originally
been increased up to $1.0 billion. As a result of the early payoff of
the refinanced debt, the Company recorded an extraordinary loss of
approximately $1.6 million, net of taxes, related to unamortized
deferred debt issuance costs in the year ended February 28, 1999.
On July 17, 1999, in accordance with a provision in the Credit Facility, total borrowing capacity under the Credit Facility decreased by
$100.0 million. On January 14, 2000, Emmis repaid its $250 million
term note outstanding under its Credit Facility. As provided in the
Credit Facility, the repayment resulted in the cancellation of the
term note and the Company recorded an extraordinary loss of
approximately $2.0 million, net of taxes, related to unamortized
deferred debt issuance costs, in the year ended February 29, 2000.
The amended and restated Credit Facility expires on August 31,
2006 and is now comprised of a $400 million revolving credit facility, which may be increased up to $650 million.
The amended and restated Credit Facility provides for letters of
credit to be made available to the Company not to exceed $50
million. The aggregate amount of outstanding letters of credit and
amounts borrowed under the revolving credit facility cannot
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exceed the revolving credit facility commitment. At February 29,
2000, a $1.1 million letter of credit was outstanding.
All outstanding amounts under the Credit Facility bear interest,
at the option of Emmis, at a rate equal to the Eurodollar Rate or an
alternative base rate (as defined in the Credit Facility) plus a margin. The margin over the Eurodollar Rate or the alternative base
rate varies, depending on Emmis’ ratio of debt to earnings before
interest, taxes, depreciation and amortization (EBITDA), as defined
in the agreement. The weighted-average interest rate on borrowings outstanding under the Credit Facility at February 28, 1999 was
approximately 7.69% and there were no borrowings outstanding as
of February 29, 2000. Interest is due on a calendar quarter basis
under the alternative base rate and at least every three months
under the Eurodollar Rate. The Credit Facility requires the Company
to maintain interest rate protection agreements through July 2001.
The notional amount required varies based upon Emmis’ ratio of
adjusted debt to EBITDA, as defined in the Credit Facility. The
notional amount of the agreements at February 29, 2000 totaled
$274 million. The agreements, which expire at various dates ranging from April 2000 to February 2001, establish various ceilings on
the Credit Facility’s underlying base rate approximating a weighted
average rate of 7.1% on the three-month LIBOR interest rate. The
cost of these agreements is being amortized over the lives of the
agreements and the amortization is included as a component of
interest expense.
The aggregate amount of the revolving credit facility reduces
quarterly beginning August 31, 2001. The annual amortization and
reduction schedules as of February 29, 2000, assuming the entire
$400 million Credit Facility was outstanding prior to the scheduled
amortization payments are as follows:
SCHEDULED AMORTIZATION/REDUCTION OF CREDIT FACILITY AVAILABILITY
(IN THOUSANDS)
YEAR ENDED FEBRUARY 28 (29),

REVOLVING CREDIT FACILITY AMORTIZATION

2002
2003
2004
2005
2006
2007

$

40,000
60,000
80,000
90,000
70,000
60,000

Total

$ 400,000

Commencing with the fiscal year ending February 28, 2002, in
addition to the scheduled amortization/reduction of the Credit Facility, within 60 days after the end of each fiscal year, the Credit Facility is permanently reduced by 50% of the Company’s excess cash
flow if the ratio of adjusted debt (as defined in the Credit Facility) to
EBITDA exceeds 4.5 to 1. Excess cash flow is generally defined as
EBITDA reduced by cash taxes, capital expenditures, required debt
service, increases in working capital (net of cash or cash equivalents), and $5,000,000. The net proceeds from any sale of certain
assets must also be used to permanently reduce borrowings under
the Credit Facility. If the ratio of adjusted debt to EBITDA is less
than 5.5 to 1 and certain other conditions are met, the Company
will be permitted in certain circumstances to reborrow the amount
of the net proceeds within nine months solely for the purpose of
funding an acquisition.
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The Credit Facility contains various financial and operating
covenants and other restrictions with which Emmis must comply,
including, among others, restrictions on additional indebtedness,
engaging in businesses other than broadcasting and publishing,
paying cash dividends, redeeming or repurchasing capital stock of
Emmis and use of borrowings, as well as requirements to maintain
certain financial ratios. The Company was in compliance with these
covenants at February 29, 2000. The Credit Facility also prohibits
Emmis, under certain circumstances, from making acquisitions and
disposing of certain assets without the prior consent of the lenders,
and provides that an event of default will occur if Jeffrey H.
Smulyan ceases to maintain (i) a significant equity investment in
Emmis (as specified in the Credit Facility), (ii) the ability to elect a
majority of Emmis’ directors or (iii) control of a majority of shareholder voting power. Substantially all of Emmis’ assets, including
the stock of Emmis’ wholly-owned subsidiaries, are pledged to
secure the Credit Facility.
SENIOR SUBORDINATED NOTES
On February 12, 1999, the Company issued $300 million o f 8
1/8% Senior Subordinated Notes. The Senior Subordinated Notes
were sold at 100% of the face amount. The proceeds were used to
retire a $25 million promissory note and the related $1.1 million
accrued interest due to SF Broadcasting in connection with the purchase of four television stations. The remainder of the proceeds
was used to reduce outstanding borrowings under the Credit Facility. In March 1999, the Company filed an Exchange Offer Registration Statement with the SEC to exchange the Senior Subordinated
Notes for new Series B Notes (“the Notes”) registered under the
Securities Act. The terms of the new Series B Notes are identical to
the terms of the Senior Subordinated Notes.
Prior to March 15, 2002, the Company may, at its option, use the
net cash proceeds of one or more Public Equity Offerings (as
defined), to redeem up to 35% of the aggregate principal amount of
the Notes at a redemption price equal to 108.125% plus accrued and
unpaid interest, provided that at least $195.0 million of the aggregate
principal amount of the Notes originally issued remains outstanding
after such redemption. On or after March 15, 2004 and until March
14, 2007, the Notes will be redeemable at the option of the Company
in whole or in part at prices ranging from 104.063% to 101.354% plus
accrued and unpaid interest. On or after March 15, 2007, the Notes
may be redeemable at 100% plus accrued and unpaid interest. Upon
a Change of Control (as defined), the Company is required to make
an offer to purchase the Notes then outstanding at a purchase price
equal to 101% plus accrued and unpaid interest. Interest on the
Notes is payable semi-annually. The Notes have no sinking fund
requirements and are due in full on March 15, 2009.
The Notes are guaranteed by certain subsidiaries of the Company
and expressly subordinated in right of payment to all existing and
future Senior Indebtedness (as defined) of the Company. The Notes
will rank pari passu with any future Senior Subordinated Indebtedness (as defined) and senior to all Subordinated Indebtedness (as
defined) of the Company.
The indenture relating to the Notes contains covenants with
respect to the Company which include limitations of indebtedness,
restricted payments, transactions with affiliates, issuance and sale
of capital stock of restricted subsidiaries, sale/leaseback transactions and mergers, consolidations or sales of substantially all of the
Company’s assets. The Company was in compliance with these
covenants at February 29, 2000.

5. Other Long-term Debt

7. Acquisitions, Donations and Investments

Other long-term debt was comprised of the following at February
28 (29), 1999 and 2000 (in thousands):

On December 14, 1999, the Company completed its acquisition
of substantially all of the assets of Country Marketplace and related
publications from H&S Media, Inc. for approximately $1.8 million in
cash plus liabilities recorded of approximately $.6 million. The
acquisition was accounted for as a purchase and was financed
through borrowings under the Credit Facility. The excess of the purchase price over the estimated fair value of identifiable assets was
$2.3 million, which is included in intangible assets in the accompanying consolidated balance sheets and is being amortized over 15
years.
On November 16, 1999 Emmis purchased one million shares of
BuyItNow.com L.L.C. for $5 million in cash, which represented an
original investment of 2.49% of the outstanding equity of BuyItNow.com L.L.C. This investment is accounted for using the cost
method of accounting and is reflected in other assets in the accompanying consolidated balance sheets. In a separate transaction,
BuyItNow.com L.L.C. agreed to a cash purchase of $2.5 million of
advertisements from Emmis through February 2001.
On November 9, 1999, the Company completed its acquisition of
75% of the outstanding common stock of Votionis, S.A. (“Votionis”)
for $13.3 million in cash plus liabilities recorded of $5.6 million. Additional consideration of up to $2.2 million will be paid if certain conditions are met. Votionis consists of one FM and one AM radio station
located in Buenos Aires, Argentina (the “Votionis Acquisition”). The
acquisition was accounted for as a purchase and was financed with
proceeds from the Company’s October 1999 Common and Preferred
Equity Offerings. Broadcast licenses are included in intangible assets
in the accompanying consolidated balance sheets. This broadcast
license is being amortized over 23 years.
On October 29, 1999, the Company completed its acquisition of
substantially all of the assets of television station WKCF in Orlando,
Florida ( the “WKCF Acquisition”) from Press Communications,
L.L.C. for approximately $197.1 million in cash. The purchase price
included the purchase of land and a building for $2.2 million. The
Company financed the acquisition through a $12.5 million advance
payment borrowed under the Credit Facility and proceeds from the
Company’s October 1999 Common and Preferred Equity Offerings.
In connection with the acquisition, the Company recorded $49.3
million in contract liabilities. The acquisition was accounted for as a
purchase. The total purchase price was allocated to property and
equipment, television program rights and broadcast licenses based
on a preliminary appraisal. Broadcast licenses are included in intangible assets in the accompanying consolidated balance sheet and
are being amortized over 40 years. WKCF is an affiliate of the WB
Television Network. As part of the WKCF Acquisition, the Company
entered into an agreement with the WB Television Network which,
among other things, extends the existing network affiliation agreement through December 2009.
In June 1999, the Company entered into an agreement with a
former executive of Sinclair Broadcasting Group, Inc. (“Sinclair”) to
purchase the executive’s right to acquire the assets of certain
broadcast properties in St. Louis, Missouri under an option agreement (the “St. Louis Acquisition”). The right was exercised and
allows the Company to purchase, at fair market value, six radio stations (five FM and one AM) and one ABC-affiliated television station
from Sinclair.
In November 1999, through completion of an appraisal process,
the purchase price of the St. Louis Acquisition was determined to be
$366.5 million. Sinclair has since filed a lawsuit in which it alleges,

1999

Hungary:
License Obligation
Bonds Payable
Notes Payable
Other

$

Total Other Long-Term Debt
Less: Current Maturities
Other Long Term Debt, Net of
Current Maturities

13,428
2,877
784
2,551

2000

$

19,640
835

$

18,805

14,147
2,497
784
2,558
19,986
5,379

$

14,607

The License Obligation is payable to the Hungarian government
in Hungarian forints, by Emmis’ Hungarian subsidiary in four equal
annual installments commencing November 2000. The License
Obligation of $14.1 million as of February 29, 2000, is reflected net
of an unamortized discount of $0.9 million. The obligation is noninterest bearing, however, in accordance with the license purchase
agreement, a Hungarian cost of living adjustment is calculated
annually and is payable, concurrent with the principal payments, on
the outstanding obligation. The cost of living adjustment is estimated each reporting period and is included in interest expense. Prevailing market interest rates in Hungary exceed inflation by approximately 3%. Accordingly, the License Obligation has been discounted at an imputed interest rate of approximately 3% to reflect the
obligation at its fair value.
The Hungarian Bonds and Notes Payable are payable by Emmis’
Hungarian subsidiary to the minority shareholders of the subsidiary. The Bonds, payable in Hungarian forints, are due on maturity at November 2004 and bear interest at the Hungarian State Bill
rate plus 3% (approximately 20.2% and 17.5% at February 28 (29),
1999 and 2000, respectively). Interest is payable semi-annually. The
Notes Payable and accrued interest, payable in U.S. dollars, are due
December 31, 2002 and bear interest at 10.25%.

6. TV Program Rights Payable
Future payments required under TV program rights payable as
of February 29, 2000, are as follows (in thousands):

2001
2002
2003
2004
2005
2006 and thereafter

$

16,816
14,680
12,534
9,827
8,180
13,364
75,401

Less: Current Portion of TV Program Rights Payable
TV Program Rights Payable, Net of Current Portion

16,816
$

58,585
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among other things, that the option agreement is not enforceable
and that Emmis is not a proper designee of the executive’s rights.
The Company has denied the allegations made by Sinclair and
believes that it has meritorious defenses to Sinclair’s allegations. In
addition, the Company has filed counterclaims against Sinclair, seeking, among other things, that the court order Sinclair to complete the
sale of its St. Louis broadcast properties to the Company.
The St. Louis Acquisition will be subject to approval by both the
Federal Communications Commission and the Department of Justice; it will be accounted for as a purchase and will be financed
through available cash, additional debt or equity securities, depending on market conditions and other factors.
Under FCC regulations, Emmis can own no more than five FM
and three AM stations in the St. Louis market. Since Emmis already
owns three FM stations in the St. Louis market, concurrently with
the consummation of the St. Louis Acquisition, Emmis must divest
three FM stations. Management intends to divest the stations in the
St. Louis market with the three weakest transmitting signals.
On April 1, 1999, the Company completed its acquisition of substantially all of the assets of Country Sampler, Inc. (the “Country
Sampler Acquisition”) for approximately $20.9 million plus liabilities
recorded of approximately $4.7 million. The purchase price was
payable with $18.5 million in cash at closing, which was financed
through additional borrowings under the Credit Facility, $2.0 million
payable under a contract with the principal shareholder through April
2003, and $.5 million paid in October 1999. The acquisition was
accounted for as a purchase. The excess of the purchase price over
the estimated fair value of identifiable assets was $17.7 million,
which is included in intangible assets in the accompanying consolidated balance sheets and is being amortized over 15 years.
Effective October 1, 1998, the Company completed its acquisition of substantially all of the assets of Wabash Valley Broadcasting
Corporation (the “Wabash Acquisition”) for a cash purchase price
of $88.9 million (including transaction costs), plus liabilities recorded of approximately $12.2 million. The Company financed the
acquisition through borrowings under the Credit Facility. The
Wabash Acquisition consists of WFTX-TV, a Fox network affiliated
television station in Ft. Myers, Florida; WTHI-TV, a CBS network
affiliated television station in Terre Haute, Indiana; WTHI-FM and
AM and WWVR-FM, radio stations located in the Terre Haute, Indiana, area. In December 1999, the Company donated radio station
WTHI-AM to a not-for-profit corporation. The $1.0 million net book
value of the station at the time of donation was recognized as a
loss on donation of radio station.
On July 16, 1998, the Company completed its acquisition of substantially all of the assets of SF Broadcasting of Wisconsin, Inc. and
SF Multistations, Inc. and Subsidiaries (collectively the “SF Acquisition”) for a cash purchase price of $287.3 million (including transaction costs), a $25 million promissory note due to the former owner,
plus liabilities recorded of approximately $34.7 million. The Company
financed the acquisition through a $25 million promissory note and
borrowings under the Credit Facility. The promissory note was paid
in full in February 1999. The SF Acquisition consists of four Fox network affiliated television stations: WLUK-TV in Green Bay, Wisconsin;
WVUE-TV in New Orleans, Louisiana; WALA-TV in Mobile, Alabama;
and KHON-TV in Honolulu, Hawaii (including satellite stations KAIITV, Wailuku, Hawaii, and KHAW-TV, Hilo, Hawaii).
On June 5, 1998, the Company completed its acquisition of radio
station WQCD-FM in New York City (the “WQCD Acquisition”) from
Tribune New York Radio, Inc. for a cash purchase price of $141.6 million (including transaction costs) less approximately $13.0 million for
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cash purchase price adjustments relating to taxes, plus $20.0 million
of net current tax liabilities, $52.5 million of deferred tax liabilities
and $0.3 million of liabilities associated with the acquisition. The
acquisition was accounted for as a purchase and was financed
through borrowings under the Credit Facility. Effective July 1, 1997
through the date of closing, the Company operated WQCD-FM under
a time brokerage agreement.
On February 1, 1998, the Company acquired all of the outstanding capital stock of Mediatex Communications Corporation for
approximately $37.4 million in cash plus liabilities recorded of $8.0
million (the “Mediatex Acquisition”). Mediatex Communications
Corporation owns and operates Texas Monthly, a regional magazine. The acquisition was accounted for as a purchase and was
financed through borrowings under the Credit Facility.
On November 1, 1997, the Company acquired substantially all of
the net assets of Cincinnati magazine from CM Media, Inc. for
approximately $2.0 million in cash (the “Cincinnati Acquisition”).
Emmis financed the acquisition through borrowings under the
Credit Facility. The acquisition was accounted for as a purchase.
On November 1, 1997, the Company completed its acquisition of
substantially all of the assets of WTLC-FM and AM in Indianapolis
from Panache Broadcasting, L.P. for approximately $15.3 million in
cash (the “Indianapolis Acquisition”). Emmis financed the acquisition
through borrowings under the Credit Facility. The acquisition was
accounted for as a purchase.
Emmis owns a 54% interest in a Hungarian subsidiary (Slager
Radio Rt.) which was formed in August 1997. In November 1997,
Slager Radio acquired a radio broadcasting license from the Hungarian government at a cost of approximately $19.2 million. The
broadcast license has an initial term of seven years and may be
renewed, subject to governmental approval, for an additional five
years. Slager Radio began broadcasting on February 16, 1998.
On October 1, 1997, the Company acquired the assets of Network Indiana and AgriAmerica from Wabash Valley Broadcasting
Corporation for $.7 million in cash (the “Network Acquisition”).
Emmis financed the acquisition through borrowings under the
Credit Facility. The acquisition was accounted for as a purchase.
On March 31, 1997, Emmis completed its acquisition of substantially all of the assets of radio stations WXTM-FM (formerly WKBQFM and WALC-FM), WALC-AM (formerly WKBQ-AM) and WKKX-FM
in St. Louis (the “St. Louis Acquisition”) from Zimco, Inc. for
approximately $43.6 million in cash, plus an agreement to broadcast approximately $1 million in trade spots, for Zimco, Inc., over a
period of years. The purchase price was financed through borrowings under the Credit Facility and the acquisition was accounted for
as a purchase. In February 1998, the Company donated radio station WALC-AM to a church. The $4.8 million net book value of the
station at the time of donation was recognized as a loss on donation of radio station. Effective December 1, 1996 through the date of
closing, the Company operated the acquired stations under a time
brokerage agreement.

8. Pro Forma Condensed Consolidated
Statements of Operations (unaudited)

9. Employee Benefit Plans

Unaudited pro forma summary information is presented below for
the years ended February 28 (29), 1999 and 2000, assuming the June
1998 WQCD Acquisition, the July 1998 SF Acquisition, the October
1998 Wabash Acquisition, the April 1999 Country Sampler Acquisition, the October 1999 WKCF-TV Acquisition, the November 1999
Votionis Acquisition, the December 1999 Country Marketplace Acquisition and the use of proceeds from the June 1998 Equity Offering,
the July 1998 Credit Facility, the February 1999 Senior Subordinated
Notes Offering, the October 1999 Common and Preferred Equity
Offerings and the November 1999 Liberty Investment all had
occurred on the first day of the pro forma periods presented below.
Preparation of the pro forma summary information was based
upon assumptions deemed appropriate by the Company. The pro
forma summary information presented below is not necessarily
indicative of the results that actually would have occurred if the
transactions indicated above had been consummated at the beginning of the periods presented, and is not intended to be a projection of future results.
(DOLLARS IN THOUSANDS, EXCEPT PER SHARE DATA)

PRO FORMA

1999

2000

Net revenues

$ 316,966

$ 359,909

Broadcast/publishing cash flow

$ 112,917

$ 139,875

Income before extraordinary item

$

11,123

$

22,482

Net income

$

11,123

$

20,460

Net income available to common
shareholders

$

2,139

$

11,476

Basic and diluted net income available
to common shareholders
$

.05

$

.25

Weighted average shares outstanding:
Basic
44,684,160
Diluted
45,474,862

45,337,162
46,817,943

A. NON-EMPLOYEE DIRECTOR STOCK OPTION PLAN
At the 1995 annual meeting, the shareholders of Emmis
approved a Non-Employee Director Stock Option Plan. Under this
Plan, each non-employee director, as of January 24, 1995, was
granted an option to acquire 10,000 shares of the Company’s Class
A common stock. Thereafter, upon election or appointment of any
non-employee director or upon a continuing director becoming a
non-employee director, such individual will also become eligible to
receive a comparable option. In addition, an equivalent option will
be automatically granted on an annual basis to each non-employee
director. All awards are granted with an exercise price equal to the
fair market value of the stock on the date of grant. Under this Plan,
awards equivalent to 100,000 shares of Class A common stock are
available for grant at February 29, 2000. Certain stock options and
restricted stock awarded remain outstanding as of February 28 (29),
1999 and 2000.
B. 1997 EQUITY INCENTIVE PLAN
At the 1997 annual meeting, the shareholders of Emmis approved
the 1997 Equity Incentive Plan. Under this plan, awards equivalent to
2,000,000 shares of common stock may be granted. The awards,
which have certain restrictions, may be for incentive stock options,
nonqualified stock options, shares of restricted stock, stock appreciation rights or performance units. Under this Plan, all awards are
granted with an exercise price equal to the fair market value of the
stock except for shares of restricted stock which may be granted with
an exercise price at amounts greater than or equal to the par value of
the underlying stock. No more than 1,000,000 shares of Class B common stock are available for grant and issuance under this Plan. The
stock options under this Plan are generally not exercisable for one
year after the date of grant and expire not more than 10 years from
the date of grant. Under this Plan, awards equivalent to 75,000
shares of common stock are available for grant at February 29, 2000.
Certain stock options and restricted stock awarded remain outstanding as of February 28 (29), 1999 and 2000.
C. 1999 EQUITY INCENTIVE PLAN
At the 1999 annual meeting, the shareholders of Emmis approved
the 1999 Equity Incentive Plan. Under this plan, awards equivalent to
3,000,000 shares of common stock may be granted. The awards,
which have certain restrictions, may be for incentive stock options,
nonqualified stock options, shares of restricted stock, stock appreciation rights or performance units. Under this Plan, all awards are
granted with an exercise price equal to the fair market value of the
stock except for shares of restricted stock which may be granted with
an exercise price at amounts greater than or equal to the par value of
the underlying stock. No more than 1,000,000 shares of Class B common stock are available for grant and issuance under this Plan. The
stock options under this Plan are generally not exercisable for one
year after the date of grant and expire not more than 10 years from
the date of grant. Under this Plan, awards equivalent to 2,000,000
shares of common stock are available for grant at February 29, 2000.
Certain stock options and restricted stock awarded remain outstanding as of February 29, 2000.
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D. OTHER DISCLOSURES RELATED TO STOCK OPTION AND EQUITY
INCENTIVE PLANS
The Company has historically accounted for its Stock Option
Plans in accordance with APB Opinion No. 25 (“APB 25”), under
which compensation expense is recognized only to the extent the
exercise price of the option is less than the fair market value of the
share of stock at the date of grant. During 1995, the Financial
Accounting Standards Board issued Statement of Financial
Accounting Standards No. 123, “Accounting for Stock Based Compensation” (SFAS 123), which considers the stock options as compensation expense to the Company, based on their fair value at the
date of grant. Under this standard, the Company has the option of
accounting for employee stock option plans as it currently does or
under the new method. The Company has elected to continue to
use the APB 25 method for accounting, but has adopted the disclosure requirements of SFAS 123. Accordingly, compensation
expense reflected in non-cash compensation in the consolidated
statements of operations related to the plans summarized above
was $732,000, $3,269,000 and $6,107,000 for the years ended February 1998, 1999 and 2000, respectively. Had compensation expense
related to these plans been determined based on fair value at date
of grant, the Company’s net income and earnings per share would
have been reduced to the pro forma amounts indicated below:
YEAR ENDED FEBRUARY 28 (29),
1998

1999

2000

Net Income Available
to Common:
As Reported
Pro Forma

$ 11,084,000 $ 1,248,000 $ (3,177,000)
$ 8,588,000 $ (2,056,000) $ (8,741,000)

Basic EPS:
As Reported
Pro Forma

$
$

.51 $
.39 $

.04 $
(.07) $

(.09)
(.24)

Diluted EPS:
As Reported
Pro Forma

$
$

.49 $
.38 $

.04 $
(.07) $

(.09)
(.24)
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Because the fair value method of accounting has not been
applied to options granted prior to March 1, 1995, the resulting pro
forma compensation cost may not be representative of that to be
expected in future years. The fair value of each option granted is
estimated on the date of grant using the Black-Scholes option pricing model utilizing the following weighted average assumptions:
YEAR ENDED FEBRUARY 28 (29),

Risk-Free Interest Rate:
Expected Life (Years):
Expected Volatility:

1998

1999

2000

5.78%
7.5
38.65%

5.21%
8.0
42.12%

6.12%
5.2
44.31%

Expected dividend yields were zero for fiscal 1998, 1999 and 2000.

A summary of the status of options and restricted stock at February 1998, 1999 and 2000 and the related activity for the year, including the adoption of the 1999 Equity Incentive Plan, is as follows:
1998
NUMBER OF
OPTIONS/
RESTRICTED
STOCK

Outstanding at Beginning of Year
Granted
Exercised
Lapsing of restricted stock
Expired and other
Outstanding at End of Year
Exercisable at End of Year
Total Available for Grant

WEIGHTED
AVERAGE
EXERCISE
PRICE

2,590,520
450,400
(212,610)
(144,000)
(21,200)
2,663,110
2,110,860
2,334,080

11.71
22.03
10.55
–
21.24
13.57
11.38

1999
NUMBER OF
OPTIONS/
RESTRICTED
STOCK

WEIGHTED
AVERAGE
EXERCISE
PRICE

2,663,110
1,183,000
(290,724)
(50,000)
(20,000)
3,485,386
2,570,536
1,171,080

13.57
16.43
10.95
–
8.00
14.87
13.32

2000
NUMBER OF
OPTIONS/
RESTRICTED
STOCK

3,485,386
2,012,000
(922,298)
–
(15,920)
4,559,168
2,537,168
2,175,000

WEIGHTED
AVERAGE
EXERCISE
PRICE

14.63
23.39
16.20
–
18.57
18.07
13.92

During the years ended February 1998, 1999 and 2000 options were granted with an exercise price equal to or less than fair market value of
the stock on the date of grant. A summary of the weighted average fair value and exercise price of options granted during 1998, 1999 and
2000 is as follows:
1998

OPTIONS GRANTED WITH
AN EXERCISE PRICE:
Equal to Fair Market Value of the
Stock on the Date of Grant
Less Than Fair Market Value of
the Stock on the Date of Grant

1999

2000

WEIGHTED
AVERAGE
FAIR VALUE

WEIGHTED
AVERAGE
EXERCISE
PRICE

WEIGHTED
AVERAGE
FAIR VALUE

WEIGHTED
AVERAGE
EXERCISE
PRICE

WEIGHTED
AVERAGE
FAIR VALUE

WEIGHTED
AVERAGE
EXERCISE
PRICE

$ 11.43

$ 20.60

$ 10.37

$ 18.39

$ 12.95

$ 26.59

$

$

$ 18.62

$ 7.75

$ 11.92

$ 20.00

–

–

During fiscal 1999 and 2000, 10,000 and 135,600 shares of nonvested stock were granted at a weighted average grant date fair value of
$22.38 and $22.70, respectively, under employment agreements. No nonvested stock was granted during fiscal 1998.
The following information relates to options outstanding and exercisable at February 29, 2000:
OPTIONS OUTSTANDING

RANGE OF
EXERCISE
PRICES

NUMBER OF
OPTIONS

WEIGHTED
AVERAGE
EXERCISE
PRICE

$5.65-$8.48
8.48-11.30
11.30-16.95
16.95-19.78
19.78-22.60
22.60-25.43
25.43-28.25

1,126,800
30,280
667,010
179,098
813,020
597,360
1,000,000

$ 7.69
8.56
16.25
18.37
21.08
23.33
28.25

OPTIONS EXERCISABLE
WEIGHTED
AVERAGE
REMAINING
CONTRACT LIFE

6.5
5.0
8.3
6.4
6.8
8.0
9.7

years
years
years
years
years
years
years

NUMBER OF
OPTIONS

WEIGHTED
AVERAGE
EXERCISE
PRICE

1,126,800
30,280
667,010
179,098
383,020
150,960
–

$ 7.69
8.56
16.25
18.37
22.29
24.65
–
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In addition to the benefit plans noted above, Emmis has the
following employee benefit plans:
E. PROFIT SHARING PLAN
In December 1986, Emmis adopted a profit sharing plan that
covers all nonunion employees with one year of service. Contributions to the plan are at the discretion of the Emmis Board of Directors and can be made in the form of newly issued Emmis common
stock or cash. Historically, all contributions to the plan have been in
the form of Emmis common stock. Contributions reflected in noncash compensation in the consolidated statements of operations for
the years ended February 1998, 1999 and 2000 were $750,000,
$1,000,000 and $1,250,000, respectively.
F. 401(K) RETIREMENT SAVINGS PLAN
Emmis sponsors two Section 401(k) retirement savings plans.
One covers substantially all nonunion employees age 18 years and
older who have at least six months of service and the other covers
substantially all union employees that meet the same qualifications.
The union plan became effective August 1, 1998. Employees may
make pretax contributions to the plans up to 15% of their compensation, not to exceed the annual limit prescribed by the Internal
Revenue Service. Emmis may make discretionary matching contributions to the plans in the form of shares of the Company’s Class A
common stock. Effective March 1, 1996, Emmis began to match
50% of employee contributions up to $2,000. Emmis’ contributions
to the plans totaled $315,000, $599,000 and $807,000 for the years
ended February 1998, 1999 and 2000, respectively.

10. Commitments and Contingencies
A. OPERATING LEASES
Emmis leases certain office space, tower space, equipment and
automobiles under operating leases expiring at various dates
through December 2021. Some of the lease agreements contain
renewal options and annual rental escalation clauses (generally tied
to the Consumer Price Index or increases in the lessor’s operating
costs), as well as provisions for payment of utilities and maintenance costs.
The future minimum rental payments (exclusive of future escalation costs) required by noncancelable operating leases which
have remaining terms in excess of one year as of February 29,
2000, are as follows (in thousands):
PAYABLE IN YEAR ENDING FEBRUARY

2001
2002
2003
2004
2005
Thereafter

PAYMENTS

$

4,721
4,574
4,231
3,241
2,818
15,340

$

34,925

G. DEFINED CONTRIBUTION HEALTH AND RETIREMENT PLAN
Emmis contributes to a multi-employer defined contribution
health and retirement plan for employees who are members of a certain labor union. Amounts charged to expense related to the multiemployer plan were approximately $342,000, $344,000 and $345,000
for the years ended February 1998, 1999 and 2000, respectively.

Minimum payments have not been reduced by minimum sublease rentals of approximately $444,000 due in the future under
noncancelable subleases.
Rent expense totaled $4,512,000, $5,945,000 and $4,404,000 for
the years ended February 1998, 1999 and 2000, respectively. Rent
expense for the year ended February 1998, 1999 and 2000 is net of
sublease income of approximately $86,000, $148,000 and $148,000,
respectively.

H. EMPLOYEE STOCK PURCHASE PLAN
Effective March 1, 1995, the Company implemented an employee stock purchase plan which permits employees to purchase, via
payroll deduction, shares of the Company’s Class A common stock,
at fair market value, up to an amount not to exceed 10% of an
employee’s annual gross pay.
Effective March 1, 2000, the Company replaced its previous
employee stock purchase plan with a new plan that allows employees to purchase shares of the Company’s Class A common stock at
the lesser of 90% of the fair value of such shares at the beginning
or end of each semi-annual offering period. Purchases are subject
to a maximum limitation of $22,500 annually per employee. The
Company will not record compensation expense pursuant to this
plan as management expects it to meet the requirements of Section 423(b) of the Internal Revenue Code. This plan will be submitted for approval at the annual shareholders’ meeting in June.

B. RADIO BROADCAST AGREEMENTS
Emmis has entered into agreements to broadcast certain syndicated programs and sporting events. Future payments related to
these radio broadcast rights are summarized as follows: Year ended
February 2001 - $1,899,000, 2002 - $1,650,000, 2003 - $781,000, 2004
- $196,000, 2005 - $48,000 and thereafter - $0. Expense related to
these broadcast rights totaled $1,400,000, $1,492,000 and
$1,780,000 for the years ended February 1998, 1999 and 2000,
respectively.
In connection with reformatting one of its radio stations, the
Company terminated a syndicated program agreement. The contract required continued payments in the event of termination, and
these payments are included in the future payments disclosed
above. The discounted present value of these payments of $896,000
is reflected in the accompanying consolidated statements of operations as Programming Restructuring Costs.
C. LITIGATION
Emmis currently and from time to time is involved in litigation
incidental to the conduct of its business, but Emmis is not currently
a party to any lawsuit or proceeding which, in the opinion of management, is likely to have a material adverse effect on the financial
position or results of operations of Emmis. See Note 7 for discussion of litigation with Sinclair.
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D. EMPLOYMENT AGREEMENTS
The Company enters into employment agreements with certain
officers and employees. These agreements generally specify base
salary, along with bonuses and grants of stock and/or stock options
based on certain criteria. The Company finalized negotiations on
several new employment contracts with key executives, including
the Chief Executive Officer, during the year ended February 29,
2000. At February 29, 2000, 9,383 shares of stock and 1,596,000
options to purchase stock have been granted in connection with
current employment agreements. Additionally, up to 168,600 shares
and options to purchase up to 272,250 shares of the Company’s
Class A common stock may be granted (or have been granted subject to forfeiture) under the contracts in the next two years.

The components of deferred tax assets and deferred tax liabilities at February 1999 and 2000 are as follows (in thousands):

11. Income Taxes

Deferred tax liabilities:
Intangible assets
Other

The provision for income taxes for the years ended February
1998, 1999 and 2000, consisted of the following (in thousands):

1999

Deferred tax assets:
Capital loss carryforwards
$
Net operating loss carryforwards
Compensation relating to stock options
Other
Valuation allowance
Total deferred tax assets

Total deferred tax liabilities
1998

1999

Deferred:
Federal
State

Provision for income taxes
Tax benefit of extraordinary item
Net provision for income taxes

7,080

$

147
1,394
2,356
2,847
(858)
5,886

(88,071)
(4,026)

(87,756)
(5,269)

(92,097)

(93,025)

$ (85,017)

$ (87,139)

2000

Net deferred tax liability
Current:
Federal
State

439
2,142
3,336
2,219
(1,056)

2000

$ 6,474
1,250

$ 1,247
–

$

105
100

7,724

1,247

205

(759)
235

3,953
1,000

6,010
660

(524)

4,953

6,670

7,200

6,200

6,875

–

1,750

1,250

$ 7,200

$ 4,450

$ 5,625

In connection with the acquisition of WQCD-FM, the deferred tax
liability was increased (decreased) by $52,505 and ($4,548) in 1999
and 2000, respectively.
A valuation allowance is provided when it is more likely than not
that some portion of the deferred tax asset will not be realized. A valuation allowance has been provided for 100% of the capital loss carryforwards available as of February 1999 and 2000 since these loss
carryforwards can only be utilized to offset future capital gains. Additionally, a valuation allowance has been provided for the net operating loss carryforwards related to the Company’s foreign subsidiaries
since these subsidiaries have not yet generated taxable income
against which the net operating losses could be utilized. The expiration of net operating loss carryforwards, excluding those at the Company’s Hungarian subsidiary, which do not expire, approximate
$1,194,000 in 2005, and $758,000 thereafter.

The provision for income taxes for the years ended February
1998, 1999 and 2000, differs from that computed at the Federal
statutory corporate tax rate as follows (in thousands):
1998

1999

2000

Computed income taxes at 35%
State income tax
Valuation allowance on
foreign losses
Nondeductible goodwill
Nondeductible donations
Other

$ 6,399
965

$ 3,166
650

$ 3,102
494

–
–
–
(164)

1,334
1,324
–
(274)

893
1,394
363
629

Provision for income taxes

$ 7,200

$ 6,200

$ 6,875
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12. Segment Information
The Company’s operations are aligned into three business segments: Radio, Television and Publishing. These business segments
are consistent with the Company’s management of these businesses and its financial reporting structure.
The Radio and Television segments derive revenue from the sale
of commercial broadcast inventory. The Publishing segment
derives revenue from subscriptions and the sale of print advertising
inventory.
Corporate and Other represents the results of insignificant operations and income and expense not allocated to reportable segments.
The Company’s segments operate primarily in the United States
with one radio station located in Hungary and two radio stations
located in Argentina. Total revenues of the radio station in Hungary
for the years ended February 1999 and 2000 were $3.3 million and
$7.4 million, respectively. Total revenues for this station were not
material for the year ended February 1998. This station’s total
assets as of February 28 (29), 1999 and 2000 were $20.4 million and
$16.2 million, respectively. Total revenues of the radio stations in
Argentina acquired on November 1, 1999 were not significant for
the year ended February 29, 2000 and total assets as of February
29, 2000 were $35.2 million.
The Company evaluates performance of its operating entities
based on broadcast cash flow (BCF) and publishing cash flow (PCF).
Management believes that BCF and PCF are useful because they
provide a meaningful comparison of operating performance
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between companies in the industry and serve as an indicator of the
market value of a group of stations or publishing entities. BCF and
PCF are generally recognized by the broadcast and publishing
industries as a measure of performance and are used by analysts
who report on the performance of broadcasting and publishing
groups. BCF and PCF do not take into account Emmis’ debt service
requirements and other commitments and, accordingly, BCF and
PCF are not necessarily indicative of amounts that may be available
for dividends, reinvestment in Emmis’ business or other discretionary uses.
BCF and PCF are not measures of liquidity or of performance in
accordance with generally accepted accounting principles, and
should be viewed as a supplement to and not a substitute for our
results of operations presented on the basis of generally accepted
accounting principles. Moreover, BCF and PCF are not standardized measures and may be calculated in a number of ways.
Emmis defines BCF and PCF as revenues net of agency commissions and operating expenses. The primary source of broadcast
advertising revenues is the sale of advertising time to local and
national advertisers. Publishing entities derive revenue from subscriptions and sale of print advertising inventory. The most significant broadcast operating expenses are employee salaries and
commissions, costs associated with programming, advertising
and promotion, and station general and administrative costs. Significant publishing operating expenses are employee salaries and
commissions, costs associated with producing a magazine, and
general and administrative costs.

YEAR ENDED FEBRUARY 29, 2000

RADIO

TELEVISION

PUBLISHING

$ 187,190
98,932

$ 82,160
53,178

$ 54,105
46,456

88,258
–
–
896
16,694
–

28,982
–
–
–
17,138
–

7,649
–
–
–
6,934
–

Operating income

$ 70,668

$ 11,844

$

Total assets

$ 474,403

$ 701,672

RADIO

Net revenues
Operating expenses
Broadcast/publishing cash flow
International business development expenses
Corporate expenses
Program restructuring cost
Depreciation and amortization
Non-cash compensation

YEAR ENDED FEBRUARY 28, 1999

Net revenues
Operating expenses
Broadcast/publishing cash flow
International business development expenses
Corporate expenses
Time brokerage fee
Depreciation and amortization
Non-cash compensation

558
1,558
13,872
–
3,395
7,357

125,447
1,558
13,872
896
44,161
7,357

$ 82,304

$ 1,327,306

TELEVISION

PUBLISHING

CORPORATE
AND OTHER

CONSOLIDATED

$ 155,028
84,907

$ 39,623
26,130

$ 36,476
31,491

70,121
–
–
2,220
13,990
–

13,493
–
–
–
8,352
–

4,985
–
–
–
4,813
–

Total assets

$ 460,065

$ 439,279

RADIO

TELEVISION

Broadcast/publishing cash flow
International business development expenses
Corporate expenses
Time brokerage fee
Depreciation and amortization
Non-cash compensation

$ 325,265
199,818

$ 68,927

$

Net revenues
Operating expenses

1,810
1,252

$

$ 53,911

YEAR ENDED FEBRUARY 28, 1998

$

CONSOLIDATED

$ (25,624)

Operating income

$ 125,855
67,646

$

58,209
–
–
5,667
7,034
–

5,141

$

715

CORPORATE
AND OTHER

172

$

57,603

1,709
820

$ 232,836
143,348

889
1,477
10,427
–
1,159
4,269

89,488
1,477
10,427
2,220
28,314
4,269

$ (16,443)

$

$ 44,171

$ 71,316

$ 1,014,831

PUBLISHING

CORPORATE
AND OTHER

CONSOLIDATED

–
–

$ 13,586
12,600

–
–
–
–
–
–

986
–
–
–
294
–

Operating income

$ 45,508

$

–

$

692

Total assets

$ 255,541

$

–

$ 50,086

$

$

42,781

1,142
924

$ 140,583
81,170

218
999
6,846
–
208
1,482

59,413
999
6,846
5,667
7,536
1,482

(9,317)

$ 27,761

$

36,883

$ 333,388
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13. Related Party Transactions

14. Subsequent Events – Acquisitions

Two officers of Emmis are partners in a law firm which provides
legal services to Emmis. Legal fees paid to this law firm were
approximately $512,000, $868,000 and $756,000 for the years ended
February 1998, 1999 and 2000, respectively.
Emmis has periodically made interest-bearing loans to various
officers and employees. The approximate amount of such indebtedness outstanding at February 28 (29), 1999 and 2000, was
$1,741,000 and $1,834,000, respectively. These loans bear interest at
the Company’s average borrowing rate of approximately 7.09% and
7.50% for the years ended February 1999 and 2000.
During the year ended February 29, 2000, the Company purchased approximately $157,000 in corporate gifts and specialty
items from a company owned by the spouse of Norman H. Gurwitz.
Also during the last fiscal year, Emmis made payments of approximately $364,000 to a company owned by Mr. Smulyan for use of an
airplane to transport employees to various trade shows and meetings. Furthermore, Emmis made payments of $506,000 to a management company for an allocation of operating and maintenance
costs of the airplane.

On March 3, 2000, the Company acquired all of the outstanding
capital stock of Los Angeles Magazine Holding Company, Inc. for
approximately $36.0 million in cash plus liabilities recorded of $1.4
million. Los Angeles Magazine Holding Company, Inc. owns and
operates Los Angeles, a city magazine. The acquisition will be
accounted for as a purchase and was financed through borrowings
under the Credit Facility.
On May 7, 2000, the Company entered into an agreement to purchase eight network-affiliated and seven satellite television stations
from Lee Enterprises, Inc. for $562.5 million (the “Lee Acquisition”).
The Lee Acquisition consists of the following stations: KOIN-TV
(CBS) in Portland, Oregon; KRQE-TV (CBS) in Albuquerque, New
Mexico (including satellite stations KBIM-TV, Roswell, New Mexico,
and KREZ-TV, Durango, Colorado – Farmington, New Mexico);
WSAZ-TV (NBC) in Charleston-Huntington, West Virginia; KSNW-TV
(NBC) in Wichita, Kansas (including satellite stations KSNG-TV, Garden City, Kansas, KSNC-TV, Great Bend, Kansas, and KSNK-TV,
Oberlin, Kansas – McCook, Nebraska); KGMB-TV (CBS) in Honolulu,
Hawaii (including satellite stations KGMD-TV, Hilo, Hawaii, and
KGMV-TV, Wailuku, Hawaii); KGUN-TV (ABC) in Tucson, Arizona,
KMTV-TV (CBS) in Omaha, Nebraska; and KSNT-TV (NBC) in Topeka, Kansas. The acquisition will be accounted for as a purchase and
is subject to obtaining various regulatory, network and other
approvals prior to closing. In connection with the Lee Acquisition,
management intends to separate the Company’s television and
radio businesses. Management is evaluating structural and financing alternatives to effect this separation of businesses.

15. Quarterly Financial Data (Unaudited)

QUARTER ENDED

(IN THOUSANDS, EXCEPT PER SHARE DATA)

Year ended February 28, 1999:
Net revenues
Operating income
Income (loss) before extraordinary item
Net income (loss) available to common shareholders
Basic earnings per common share:
Before extraordinary item
Net income (loss) available to common shareholders
Diluted earnings per common share:
Before extraordinary item
Net income (loss) available to common shareholders
Year ended February 29, 2000:
Net revenues
Operating income
Income (loss) before extraordinary item
Net income (loss) available to common shareholders
Basic earnings per common share:
Before extraordinary item
Net income (loss) available to common shareholders
Diluted earnings per common share:
Before extraordinary item
Net income (loss) available to common shareholders
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MAY 31

AUG. 31

NOV. 30

FEB. 28 (29)

FULL YEAR

$ 44,619
8,173
1,788
1,788

$ 57,874
14,807
4,161
2,564

$ 71,639
18,085
3,012
3,012

$ 58,704
1,716
(6,116)
(6,116)

$ 232,836
42,781
2,845
1,248

$
$

0.08
0.08

$
$

0.13
0.08

$
$

0.10
0.10

$
$

(0.19)
(0.19)

$
$

0.10
0.10

$
$

0.08
0.08

$
$

0.13
0.08

$
$

0.09
0.09

$
$

(0.19)
(0.19)

$
$

0.10
0.04

$ 72,352
12,949
241
241

$ 81,529
18,041
1,216
1,216

$ 91,257
20,929
2,456
1,657

$ 80,127
5,684
(1,924)
(6,291)

$ 325,265
57,603
1,989
(3,177)

$
$

0.01
0.01

$
$

0.04
0.04

$
$

0.05
0.05

$
$

(0.09)
(0.14)

$
$

(0.03)
(0.09)

$
$

0.01
0.01

$
$

0.04
0.04

$
$

0.04
0.04

$
$

(0.09)
(0.14)

$
$

(0.03)
(0.09)

Report of
Independent Public Accountants
TO THE BOARD OF DIRECTORS AND SHAREHOLDERS OF EMMIS
COMMUNICATIONS CORPORATION AND SUBSIDIARIES:
We have audited the accompanying consolidated balance sheets of
EMMIS COMMUNICATIONS CORPORATION (an Indiana corporation) and
Subsidiaries as of February 28 (29), 2000 and 1999, and the related consolidated statements of operations, changes in shareholders’ equity and
cash flows for each of the three years in the period ended February 29,
2000. 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 financial position of Emmis Communications Corporation and Subsidiaries as of February 28 (29), 2000 and 1999,
and the results of their operations and their cash flows for each of the
three years in the period ended February 29, 2000 in conformity with generally accepted accounting principles.

ARTHUR ANDERSEN LLP
Indianapolis, Indiana,
March 29, 2000.
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Shareholder Information
Corporate Office
One Emmis Plaza, 40 Monument Circle, Suite 700, Indianapolis,
Indiana 46204, (317) 266-0100.

Business
Emmis Communications Corporation is a diversified media company with radio broadcasting, television broadcasting and magazine publishing operations. The thirteen FM radio stations and two
AM radio stations Emmis Communications Corporation owns in the
United States serve the nation’s three largest radio markets of New
York City, Los Angeles and Chicago, as well as St. Louis, Indianapolis and Terre Haute, Indiana. The seven television stations are located in Orlando, Florida; New Orleans, Louisiana; Mobile, Alabama;
Green Bay, Wisconsin; Honolulu, Hawaii; Fort Myers, Florida; and
Terre Haute, Indiana. Emmis Communications Corporation also
publishes Indianapolis Monthly, Texas Monthly, Cincinnati, Atlanta,
Los Angeles and Country Sampler Group magazines, own Mega
98.3 and Radio 10 in Buenos Aires, Argentina, and has a 54% interest in Slager Radio, a national radio station in Hungary.

Transfer Agent and Registrar
First Union National Bank of North Carolina, Shareholder Services Group, 1525 West W.T. Harris Blvd., 3c3, Charlotte, North
Carolina 28288-1153.

The following table sets forth the high and low sale prices of the
Class A Common Stock for the periods indicated. No dividends
were paid during any such periods.
QUARTER ENDED

May 1998
August 1998
November 1998
February 1999
May 1999
August 1999
November 1999
February 2000

Chairman of the Board,
President and Chief Executive Officer
Radio Division President

RICHARD F. CUMMINGS

The Company’s Class A Common Stock is traded in the over-thecounter market and is quoted on the National Association of Securities Dealers Automated Quotation (NASDAQ) National Market System under the symbol EMMS.

20.75
18.25
11.06
16.94
19.50
22.00
27.25
35.63

JEFFREY H. SMULYAN

The Annual Meeting of shareholders will be held at 10:00 a.m.
on Tuesday, June 27, 2000, at Emmis’ Corporate office.

Market and Dividend Information

28.56
24.56
19.75
25.94
25.13
29.56
42.38
62.34

Officers

DOYLE L. ROSE

A copy of the Annual Report on Form 10-K for the fiscal year
ended February 29, 2000, which was filed with the Securities and
Exchange Commission, will be sent to shareholders without charge
upon written request to Kate Healey, Emmis Communications
Corporation, One Emmis Plaza, 40 Monument Circle, Suite 700,
Indianapolis, Indiana 46204.

LOW

At April 30, 2000, there were approximately 2,122 record holders
of the Class A Common Stock, and there were two holders, but
only beneficial holder, of the Class B Common Stock.
Emmis intends to retain future earnings for use in its business
and does not anticipate paying any dividends on shares of its common stock in the foreseeable future.

Annual Meeting

Form 10-k

HIGH

GREG NATHANSON

Television Division President
Executive Vice President, Programming

Executive Vice President,
Chief Financial Officer and Treasurer

WALTER Z. BERGER

Executive Vice President,
Human Resources and Secretary

NORMAN H. GURWITZ
GARY L. KASEFF

Executive Vice President, General Counsel

Board of Directors
Chairman of the Board,
President and Chief Executive Officer

JEFFREY H. SMULYAN
DOYLE L. ROSE

Radio Division President

GREG NATHANSON
GARY L. KASEFF

Television Division President

Executive Vice President, General Counsel

Co-Owner, Top Value Fabrics Inc.,
a wholesale fabric and textile company

RICHARD A. LEVENTHAL

Welsh, Carson, Anderson & Stowe,
a private investment firm

LAWRENCE B. SORREL

Commissioner, International Joint Commission,
and Distinguished Visiting Professor, Butler University

SUSAN B. BAYH

Managing Director of Soros Fund Management LLC
and head of Soros Fund Management Private Equity Operations

FRANK V. SICA
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End of annual.
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