|

KWorld Wrestling Entertainment’ Annual Report 2007

S— e




To Our Shareholders,

Our Company had a very good year in 2007. In addition to achieving solid operating
and financial results, we made significant progress in positioning the Company for
long-term growth.

In 2007, we generated strong revenue growth, reflecting increases from each of our
business units. That growth resulted in record revenue of more than $485 million,

and net income of $52 million. Our record performance in a weakening economic
environment demonstrates the loyalty of our fans to our WWE Superstars, the strength
of our business model and the talent of our management team. Together, these factors
continue to enhance the power of our brands.

Most importantly, we continued to make strides in strengthening our business and pursuing
our strategic initiatives. Led by our strong licensing and home video programs, our consumer
products segment achieved more than 20% revenue and profit growth for the second
consecutive year. In addition, we capitalized on our digital media opportunities, laid the
foundation for future international expansion, and stabilized our core pay-per-view business.

Increasing the Dividend

In February 2008, WWE announced a 50% increase in stockholder dividends for all shares
not owned by the McMahon family. Underscoring our commitment to the Company’s
shareholders, this decision boosts the quarterly dividend from $0.24 to $0.36 per share,
while the McMahon family quarterly dividend remains at $0.24 per share. The decision
was supported by WWE’s strong financial performance and demonstrates our

confidence in the Company’s future.

Once again breaking records,
WrestleMania 23 set a new
benchmark in live event
attendance at Detroit's Ford
Field. Over 80,000 fans from
all 50 states and across the
globe invaded the Motor City
this past April.



Compelling Content

Underlying our success is our focus on creating compelling content for all of our programming. We take great pride in the quality
of what we produce and distribute. The 2007 year was no exception, particularly as measured by the response of our fans.

Attendance at our live events increased for the third consecutive year, reaching more than two million fans. We staged 233 events
in North America, with average attendance increasing double-digits. Internationally, we performed 75 events with an average
attendance of 7,700.

WrestleMania 23, our premier event of the year, attracted over 80,000 fans to Detroit’s Ford Field, set records for pay-per-view
purchases with over 1.2 million buys and spurred record highs in merchandise sales, e-commerce orders and Internet traffic to our
WWE.com website. The event is a testament to our ability to create content with broad appeal.

We also laid the groundwork for producing our television and pay-per-view programs in high definition, and initiated HD broadcasting
in January 2008. Now all WWE programming and pay-per-views are produced in HD. The superior resolution, digital surround sound
and smoother motion of WWE in HD heightens the experience for all of our fans.

Digital Media Innovation _. /2 g

In 2007, we continued to advance our digital media initiatives. Y s |/
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We took important steps to strengthen our online advertising with the expansion - @l
of our direct sales staff in New York and Los Angeles. As a result, we were 3 .
able to attract new advertisers, such as Colgate and Yahoo! To extend our
lead as the dominant wrestling destination on the web, we are broadening
and evolving our content. We expect the resulting growth in traffic to benefit
both our advertising and e-commerce objectives.

Further, we expanded our mobile platform, completing new distribution
agreements with AT&T mobile, BSkyB and other carriers. We can now b
boast a cellular footprint that reaches well over 100 million potential

customers around the world.

Year in Review

3

3 (
This September, Opened in 2007, WWE’s In December, Raw celebrated 19 Superstars and Divas, as
Superstar Chris Jericho, Shanghai office will capitalize its 15th year with a live well as an army of production
an all-time fan favorite, on the global popularity three-hour spectacular. staff, touched down in Iraq
made his return to the of our brands. Giving us a Hulk Hogan joined current for our 5th Annual Tribute
ring. Chris added a footprint in this vast market, and past Superstars to to the Troops just before
new dimension to our the Shanghai office gives honor the longest running Christmas. Others sent
diverse talent roster us access to a potential weekly fictional program “thank you” cards, we

with his “2nd Coming.” audience of over one hillion. in the United States. shipped the whole show.



International Expansion

During the past year, we made significant strides in growing revenue and earnings from outside the U.S.
and positioned the Company to take advantage of future opportunities. We established a new global
organization, with an emphasis on driving growth in Europe, Asia Pacific and Emerging Markets,
particularly China and Latin America. As part of this expansion, we opened offices in Shanghai, China;
Sydney, Australia; and Tokyo, Japan; and have announced plans to open an office in Sao Paulo, Brazil.

We believe that by establishing a local presence in these key markets, we can more effectively expand
our television and digital distribution. Consistent with that perspective, we completed new television
distribution arrangements and began airing our programs in China and Brazil. Expanded distribution
should enable us to attract new consumers, providing a global platform for our live events,

digital media and consumer products.

Meeting Challenges

Throughout the year, the Company worked not only to achieve its growth objectives,
but also to respond to various challenges. One focal point was our pay-per-view
business, which remains a top priority for our management team.

We believe we have now stabilized our pay-per-view buy rates, after incurring a
12% decline in buys during the first half of the year. During the fourth quarter,

our buy rates were essentially flat to comparable events in 2006. We attribute the
improved performance to an intensified focus on producing unique, gripping content 7 e
and on executing targeted marketing campaigns to attract our fans to these events. 2l ([ — A

Our management team also responded to the disappointing performance of our feature film,
The Condemned. Specifically, we reorganized our film unit under new leadership, and adjusted
our approach to focus more on direct-to-video film projects. We have several such products in
our pipeline, which should provide a higher rate of return with lower risk than comparable
theatrical releases.




New Tag Team Partners for WWE: Mattel

Looking ahead, we are very excited about two new partnerships, which were announced
in February 2008, and which hold tremendous potential for WWE. One is a toy licensing
agreement with Mattel, the world’s premier toy company, which becomes effective in
January 2010. We believe this partnership will enhance our revenue potential as we
leverage Mattel’s superior position in the toy industry and benefit from more attractive
terms under the new deal.

& MyNetworkTV

We also announced that MyNetworkTV will become the new broadcast television home for
WWE SmackDown. With a 97% reach among U.S. households, MyNetworkTV represents a
broad platform to attract SmackDown’s passionate audience. SmackDown is scheduled to
debut on its new home in Fall 2008. We expect this partnership to maintain SmackDown’s
nine year legacy as one of the most popular programs on broadcast television.



Community

One of my goals for the Company is not only to be a champion competitor in each of our
businesses, but also an active, conscientious member of the world community. Over the
past decade, WWE’s social initiatives have grown tremendously, and allowed us to give
back to the fans and communities that so fervently support our product.

In China, WWE Superstars were on hand at the 2007 Special Olympics to help kick-off
the games, while our annual WrestleMania Reading Challenge doubled its reach with
more than 1,100 libraries participating nationwide. During the year, we continued our
long history of working with the Make-A-Wish Foundation, granting more than 150
wishes to children around the world, and our efforts with the military marked the fifth
year in which WWE Superstars traveled to Iraq /Afghanistan for our Tribute to the
Troops program.




All WWE programming
is available in High
Definition. The better
picture quality, and
smoother motion of
WWE in HD creates
an enhanced viewing
experience so intense
and so real it hurts.

Managing for the Long Term

As we manage the Company to achieve our long-term goals, our overarching objective is to create shareholder
value. Based on a comprehensive review of our business, we expect significant opportunities to create value will
come from the expansion of international markets, the exploitation of digital media, and the strengthening of our

core businesses, especially pay-per-view.

We believe that maximizing our long-term growth and maintaining a robust dividend will provide the greatest
returns and build enduring value for you, our shareholders.

Our continuing success depends on the hard work of our talented Superstars and employees. On behalf of all of
us at World Wrestling Entertainment, thank you, our investors and fans, for the privilege to entertain you and for

your continued support.

P -

Vincent K. McMahon
Chairman of the Board

The greatest fighter
in the world, Floyd
“Money” Mayweather
entered our ringon 4 &
March 30th in Orlando #
and defeated the -,
world’s largest athlete, =
WWE Superstar Big f
Show in front of a
record setting crowd
at WrestleMania 24.

WWE's flagship
programs, Raw
and SmackDown
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Brazil. The athleticism
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Our failure to continue to develop creative and entertaining programs and events would likely lead to a
decline in the popularity of our brand of entertainment.

The creation, marketing and distribution of our live and televised entertainment, including our pay-per-view
events, is at the core of our business and is critical to our ability to generate revenues across our media platforms and
product outlets. Our failure to continue to create popular live events and televised programming would likely lead to a
decline in our television ratings and attendance at our live events, which would adversely affect our operating results.

Our failure to retain or continue to recruit key performers could lead to a decline in the appeal of our
storylines and the popularity of our brand of entertainment.

Our success depends, in large part, upon our ability to recruit, train and retain athletic performers who have the
physical presence, acting ability and charisma to portray characters in our live events and televised programming.
We cannot assure you that we will be able to continue to identify, train and retain these performers in the future.
Additionally, we cannot assure you that we will be able to retain our current performers during the terms of their
contracts or when their contracts expire. Our failure to attract and retain key performers, or a serious or untimely injury
to, or the death of, or unexpected or premature loss or retirement for any reason of any of our key performers, could
lead to a decline in the appeal of our storylines and the popularity of our brand of entertainment, which could adversely
affect our operating results.

The loss of the creative services of Vincent K. McMahon could adversely affect our ability to create popular
characters and creative storylines.

For the foreseeable future, we will depend heavily on the vision and services of Vincent K. McMahon. In addition
to serving as Chairman of our board of directors, Mr. McMahon leads the creative team that develops the storylines
and the characters for our televised programming and live events. Mr. McMahon is also an important member of the
cast of performers. The loss of Mr. McMahon due to unexpected retirement, disability or death or other unexpected
termination for any reason could have a material adverse effect on our ability to create popular characters and creative
storylines, which could adversely affect our operating results.

A decline in general economic conditions could adversely affect our business.

Our operations are affected by general economic conditions, which may affect consumers’ disposable income.
The demand for entertainment and leisure activities tends to be highly sensitive to the level of consumers’ disposable
income. A decline in general economic conditions could reduce the level of discretionary income that our fans and
potential fans have to spend on our live and televised entertainment and consumer products, which could adversely
affect our revenues.

A decline in the popularity of our brand of sports entertainment, including as a result of changes in the
social and political climate, could adversely affect our business.

Our operations are affected by consumer tastes and entertainment trends, which are unpredictable and subject
to change and may be affected by changes in the social and political climate. Our programming is created to evoke a
passionate response from our fans. A change in our fans’ tastes or a material change in the perceptions of our business
partners, including our distributors and licensees, whether as a result of the social and political climate or otherwise,
could adversely affect our operating results.

Changes in the regulatory atmosphere and related private-sector initiatives could adversely affect our
business.

While the production of television programming by independent producers is not directly regulated by the federal
or state governments in the United States, the marketplace for television programming in the United States is affected
significantly by government regulations applicable to, as well as social and political influences on, television stations,
television networks and cable and satellite television systems and channels. We voluntarily designate the suitability of
each of our television shows using standard industry ratings, such as PG (L,V) or TV14. A number of domestic and
foreign governmental and private-sector initiatives relating to the content of media programming have been announced
in recent years. Changes in these governmental policies and private-sector perceptions could further restrict our
program content and adversely affect our levels of viewership and operating results.
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The markets in which we operate are highly competitive, rapidly changing and increasingly fragmented,
and we may not be able to compete effectively, especially against competitors with greater financial resources or
marketplace presence.

For our live, television and pay-per-view audiences, we face competition from professional and college sports,
as well as from other forms of live and televised entertainment and other leisure activities in a rapidly changing and
increasingly fragmented marketplace. The manner in which audio/video content is distributed and viewed is constantly
changing, and while we attempt to distribute our content across all platforms, our failure to continue to do so effectively
could adversely affect our operating results. For the sale of our consumer products, we compete with entertainment
companies, professional and college sports leagues and other makers of branded apparel and merchandise. Many of the
companies with whom we compete have greater financial resources than we do.

Our failure to compete effectively could result in a significant loss of viewers, venues, distribution channels or
performers and fewer entertainment and advertising dollars spent on our form of sports entertainment, any of which
could adversely affect our operating results.

We face uncertainties associated with international markets.

Our production of live events overseas subjects us to the risks involved in foreign travel and local regulations,
including regulations requiring us to obtain visas for our performers. In addition, the licensing of our television and
consumer products in international markets exposes us to some degree of currency risk. All international operations
are subject to political instability inherent in varying degrees in those markets. These risks could adversely affect our
operating results and impair our ability to pursue our business strategy as it relates to international markets.

We may be prohibited from promoting and conducting our live events if we do not comply with applicable
regulations.

In the United States and some foreign jurisdictions, athletic commissions and other applicable regulatory agencies
require us to obtain licenses for promoters, medical clearances and/or other permits or licenses for performers and/or
permits for events in order for us to promote and conduct our live events. In the event that we fail to comply with the
regulations of a particular jurisdiction, we may be prohibited from promoting and conducting our live events in that
jurisdiction. The inability to present our live events over an extended period of time or in a number of jurisdictions
could lead to a decline in the various revenue streams generated from our live events, which could adversely affect our
operating results.

Because we depend upon our intellectual property rights, our inability to protect those rights or our
infringement of others’ intellectual property rights could adversely affect our business.

Our inability to protect our large portfolio of trademarks, service marks, copyrighted material and characters,
trade names and other intellectual property rights from piracy, counterfeiting or other unauthorized use could negatively
affect our business. Intellectual property is material to all aspects of our operations, and we expend substantial cost and
effort in an attempt to maintain and protect our intellectual property and to maintain compliance vis-a-vis other parties’
intellectual property. We have a large portfolio of registered and unregistered trademarks and service marks worldwide
and maintain a large catalog of copyrighted works, including copyrights to our television programming, music,
photographs, books, magazines and apparel art. A principal focus of our efforts is to protect the intellectual property
relating to our originally created characters portrayed by our performers, which encompasses images, likenesses,
names and other identifying indicia of these characters. We also own a large number of Internet website domain names
and operate a network of developed, content-based sites, which facilitate and contribute to the exploitation of our
intellectual property worldwide.

We vigorously seek to enforce our intellectual property rights by, among other things, searching the Internet
to ascertain unauthorized use of our intellectual property, seizing at our live events goods that feature unauthorized
use of our intellectual property and seeking restraining orders and/or damages in court against individuals or entities
infringing our intellectual property rights. Our failure to curtail piracy, infringement or other unauthorized use of
our intellectual property rights effectively, or our infringement of others’ intellectual property rights, could adversely
affect our operating results.
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We could incur substantial liabilities if pending material litigation is resolved unfavorably.

We are currently a party to civil litigation, which, if concluded adversely to our interests, could adversely affect
our operating results. In the ordinary course of business we become subject to various complaints and litigation matters.
The outcome of litigation is inherently difficult to assess and quantify, and the defense against such claims or actions
can be costly. Any adverse judgment significantly in excess of our insurance coverage could materially and adversely
affect our financial condition or results of operations.

Our insurance may not be adequate to cover liabilities resulting from accidents or injuries that occur
during our physically demanding events.

We hold numerous live events each year. This schedule exposes our performers and our employees who are
involved in the production of those events to the risk of travel and performance-related accidents, the consequences of
which may not be fully covered by insurance. The physical nature of our events exposes our performers to the risk of
serious injury or death. Although our performers, as independent contractors, are responsible for maintaining their own
health, disability and life insurance, we self-insure health coverage for our performers in the event that they are injured
while performing. We also self-insure a substantial portion of any other liability that we could incur relating to such
injuries. Liability to us resulting from any death or serious injury sustained by one of our performers while performing,
to the extent not covered by our insurance, could adversely affect our operating results.

We face a variety of risks relating to new and complementary businesses, including feature films.

We have entered into new or complementary businesses in the past and may do so again in the future. For
example, we have recently entered into the feature film business. Risks of expansion may include: potential diversion
of management’s attention and other resources, including available cash, from our existing business; unanticipated
liabilities or contingencies; reduced earnings due to increased amortization, impairment charges and other costs;
competition from other companies with experience in such businesses; and possible additional regulatory requirements
and compliance costs.

Through his beneficial ownership of a substantial majority of our Class B common stock, Mr. McMahon can
exercise control over our affairs, and his interests may conflict with the holders of our Class A common stock.

We have Class A common stock and Class B common stock. The holders of Class A common stock generally
have rights identical to holders of Class B common stock, except that holders of Class A common stock are entitled to
one vote per share, and holders of Class B common stock are entitled to ten votes per share. Holders of both classes of
common stock generally will vote together as a single class on all matters presented to stockholders for their vote or
approval, except as otherwise required by applicable Delaware law.

A substantial majority of the issued and outstanding shares of Class B common stock is owned beneficially by
Vincent K. McMahon. Mr. McMahon controls approximately 87% of the voting power of the issued and outstanding
shares of our common stock. Through his beneficial ownership of a substantial majority of our Class B common stock,
Mr. McMahon effectively can exercise control over our affairs, and his interest could conflict with the holders of our
Class A common stock. In addition, the voting power of Mr. McMahon through his ownership of our Class B common
stock could discourage others from initiating potential mergers, takeovers or other change of control transactions. As a
result, the market price of our Class A common stock could decline.

A substantial number of shares will be eligible for future sale by Mr. McMahon, and the sale of those shares
could lower our stock price.

Although the company is not aware of any such plans, sales of substantial amounts of our Class B common stock
by Mr. McMahon, or the perception that such sales could occur, may lower the prevailing market price of our Class A
common stock.

Our Class A common stock has a relatively small public “float.”

Historically, as a result of our relatively small public float, our Class A common stock has been less liquid than the
common stock of companies with broader public ownership, and the trading prices for our Class A common stock have
been more volatile than generally may be the case for more widely-held common stock. Among other things, trading of
a relatively small volume of our Class A common stock may have a greater impact on the trading price of our Class A
common stock than would be the case if our public float were larger.

Iltem 1B.  Unresolved Staff Comments

None.
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Item 2. Properties

We have executive offices, television and music recording studios, post-production operations and warehouses at
locations in or near Stamford, Connecticut. We also have offices in New York, London, Toronto and Los Angeles, and
have recently established regional international offices in Sydney, Australia; Tokyo, Japan; and Shanghai, China. We
own the buildings in which our executive and administrative offices, our television and music recording studios and our
production operations are located. We lease space for our sales offices, WWE Films office, and other facilities.

Our principal properties consist of the following:

Facility Location Square Feet  Owned/Leased Expiration Date of Lease
Executive offices ........... Stamford, CT 114,300 Owned —

Production studio .. ......... Stamford, CT 39,000 Owned —

Ring/Photo studio. .......... Stamford, CT 5,600 Leased May 11, 2009
Executive office ............ Los Angeles, CA 2,100 Leased July 15,2007

Sales offices ............... Various 16,400 Leased Various through April 9, 2016

All of the facilities listed above are utilized in our Live and Televised Entertainment, Consumer Products and
Digital Media segments, with the exception of the executive office in Los Angeles, which focuses exclusively on our
WWE Films segment.

We have recently upgraded our television production facility to produce high definition broadcasting. In order
to allow for future growth we have started a significant expansion project of our television production facility. The
capital expenditure for this expansion during the years 2008, 2009 and 2010 is expected to be approximately $60 to
$75 million.

We also own a daycare facility in Stamford, Connecticut on property adjacent to our production facilities. The
licensing and operation of this facility is managed by a third-party contractor. We have the responsibility to obtain the
required licenses and to ensure that the facility meets health, safety, fire and building codes.

Iltem 3. Legal Proceedings

See Note 11 to Notes to Consolidated Financial Statements, which is included elsewhere in this Form 10-K.

ltem 4. Submission of matters to a vote of Security Holders

None.
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PART Il
Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity
Securities
Our Class A common stock trades on the New York Stock Exchange under the symbol “WWE.”

The following table sets forth the high and the low sale prices for the shares of Class A common stock as reported
by the New York Stock Exchange and the dividends paid on shares of Class A and Class B common stock for the
periods indicated.

Fiscal year 2006

Quarter Ended July29  October 28 January 27 April 30 Full Year
Class A common stock price per share:
High ... ... . $12.46 $13.80 $15.90 $17.60 $17.60
Low. .o $ 991 $11.84 $12.35 $14.22 $ 991
Class A and Class B dividends paid per share . . . . .. $§012 § 0.12 $ 0.24 $ 024 $ 0.72
Transition period 2006
Quarter Ended July 28  October 27 December 31 N/A Full Period
Class A common stock price per share:
High ... ... . . $17.75 $16.95 $16.76 N/A $17.75
LOW. o $15.54 $14.98 $15.60 N/A $14.98
Class A and Class B dividends paid per share . . . . .. $ 0.24 $ 0.24 $ 0.24 N/A $ 0.72
Fiscal year 2007
Quarter Ended March 31 June 30  September 30 December 31 Full Year
Class A common stock price per share:
High ... ... ... ... $16.66 $18.60 $16.69 $15.84 $18.60
oW, .o $15.50 $15.58 $13.49 $13.95 $13.49
Class A and Class B dividends paid per share . . . . .. $ 024 §$ 024 $ 0.24 $ 0.24 $ 0.96

There were 10,985 holders of record of Class A common stock and four holders of record of Class B common
stock on February 22, 2008.

On February 21, 2008, the Board of Directors authorized a regular quarterly cash dividend of $0.36 to shareholders
of record on March 14, 2008 that will be paid on or about March 25, 2008. Vincent K. McMahon, Linda E. McMahon
and members of their immediate family, as well as two trusts under which members of their immediate family are the
sole beneficiaries, have waived their respective rights to any portion of the quarterly cash dividend in excess of the
first $0.24 per share. This waiver applies to all Class A and Class B common stock beneficially owned by any of the
parties for a three year period ending February 2011, subject to earlier termination in the event of the death of Vincent
K. McMabhon, the majority stockholder. This waiver does not apply to any dividends other than regular quarterly cash
dividends that may be declared by the Board of Directors in the future or to shares of Class A or Class B common stock
following a transfer of the shares by any of these parties to any unrelated third parties.

Our quarterly cash dividend is based on a number of factors, including our liquidity and historical and projected
cash flows. The declaration and payment of dividends is subject to the discretion of the Board of Directors. Any
determination as to the payment of dividends will depend on general economic and business conditions, our strategic
plan, our financial results, contractual and legal restrictions and such other factors as the Board of Directors may
consider to be relevant.
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Equity Compensation Plan Information

The following table sets forth certain information with respect to securities authorized for issuance under equity
compensation plans as of December 31, 2007.

Number of securities

Number of securities remaining available for
to be issued upon Weighted-average future issuance under
exercise of outstanding  exercise price of  equity compensation plans
options, warrants outstanding options, (excluding securities
Plan Category and rights warrants and rights  reflected in column (a))
@ (b) ©
Equity compensation plans approved by
security holders:
1999 Long Term Incentive Plan
Stockoptions . .......... ... . i 1,193,062 $13.16 4,038,690(1)
Restricted stockunits . . .................... 761,384 N/A Same as above
2007 Omnibus Incentive Plan (1)
Performance stockunits. ................... 584,970 N/A
Equity compensation plans not approved by
security holders .. ........ .. ... .. ... ... N/A N/A N/A
Total . ... 2,539,416 $13.16 4,038,690

(1) The 2007 Omnibus Incentive Plan will be included for shareholder approval as part of the 2008 Annual Meeting
of stockholders. Assuming such approval, the aggregate number of share based awards will equal 5,000,000
reduced by the number of shares granted under the 1999 LTIP after the adoption by the Board of the Omnibus
Plan (July 20, 2007) but before its approval by shareholders at the 2008 Annual Meeting. The number set forth in
the table above reflects the net aggregate number available as of December 31, 2007.

Item 6. Selected Financial Data

The following table sets forth our selected financial data for the twelve months ended December 31, 2007, the
eight month transition period ended December 31, 2006 and each of the four fiscal years in the period ended April 30,
2006. The selected financial data as of December 31, 2007, December 31, 2006 and April 30, 2006 and for the year
ended December 31, 2007, the eight month transition period ended December 31, 2006 and the fiscal years ended April
30, 2006 and April 30, 2005 have been derived from the audited consolidated financial statements included elsewhere
in this Annual Report. The selected financial data as of April 30, 2005, April 30, 2004 and April 30, 2003 and for
the fiscal years ended April 30, 2004 and April 30, 2003 have been derived from our audited consolidated financial
statements, which are not included in this Annual Report. You should read the selected financial data in conjunction with
our consolidated financial statements and related notes and the information set forth under “Management’s Discussion
and Analysis of Financial Condition and Results of Operations” contained elsewhere in this Annual Report.

2007 T 2006 2006 2005 2004 2003

Financial Highlights:

NELTEVENUES . . o\ vttt ettt e e $485.7 $262.9 $400.1 $366.4 $374.9 $374.3
Operating iNCOME . . . .. ..ottt $ 684 $392 §$705 $ 503 $ 73.6 § 26.6
Income from continuing operations. . ................... $ 521 $31.6 $47.0 $ 378 $ 496 $ 16.1
Netincome (Ioss) (1). .. oot $ 521 $316 $47.0 $ 391 $ 482 $(19.5)
Earnings per share from continuing operations,

diluted . ....... ... $072 $044 $0.67 $054 § 0.72 $ 0.22
Earnings (loss) per share, diluted. . ..................... $072 $044 $0.67 $ 056 $ 0.70 $(0.28)
Dividends paid pershare ............................. $096 $072 $072 $036 $ 0.16 N/A
Cash and short-term investments. . ..................... $266.4 $248.2 $280.9 $258.1 §273.3 $271.1
Total @SSELS . v v oottt et $470.1 $453.3 $479.4 $441.4 $4543 $432.2
Totaldebt ....... ... .. ... $§ 58 % 67 § 72 $ 80 § 87 $ 99
Total stockholders’ equity ............................ $383.4 $385.7 $396.2 $375.5 $353.1 $337.4

(I) Included in our net income (loss) was the operating results of our discontinued operations, The World and the
XFL, and their respective estimated shutdown costs, which totaled approximately $0, $0, $0, $1.4, ($1.4) and
($35.6) during 2007, T 2006, fiscal 2006, fiscal 2005, fiscal 2004 and fiscal 2003, respectively.
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

You should read the following discussion in conjunction with the audited consolidated financial statements and
related notes included elsewhere in this Form 10-K.
Background

In fiscal 2006 we expanded the number of our reportable segments to four in order to better reflect the manner
in which management analyzes the performance of our Company, including our digital media businesses and the
production of feature films. We have also reclassified certain other operations between the reportable segments. The
following analysis outlines all material activities contained within each segment.

Live and Televised Entertainment

e Revenues consist principally of ticket sales to live events, sales of merchandise at these live events, television
rights fees, sales of television advertising and sponsorships, and fees for viewing our pay-per-view and
video on demand programming.

Consumer Products
e Revenues consist principally of the direct sales of WWE produced home videos and magazine publishing and
royalties or license fees related to various WWE themed products such as video games, toys and books.
Digital Media
e Revenues consist principally of advertising sales on our websites, sale of merchandise on our website
through our WWEShop internet storefront and sales of various broadband and mobile content.
WWE Films

e  Revenues consist of our share of receipts from the distribution of filmed entertainment featuring our
Superstars. Two feature films were released in 2006 and one film was released in 2007. We participate in
revenues generated under the distribution of the films through all media after the print and advertising and
distribution costs incurred by our distributors have been recouped and the results have been reported to us.

We provide updated information on the key drivers of our business including live event attendance, pay-per-view
buys, home video shipments, website traffic, and online merchandise sales on a monthly basis on our corporate website
http://corporate.wwe.com. Such information is not incorporated herein by reference.
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Results of Operations

Twelve Month Year Ended December 31, 2007 compared to Eight Month Transition Period Ended December 31, 2006
(dollars in millions)

Summary

Net Revenues 2007 T 2006
Live and Televised Entertainment . .. ... .. ...ttt e e $316.8 $183.0
Consumer Products. . . . ... 118.1 59.2
Digital Media .. ... e 34.8 20.7
WWE FIIMS . ..o e 16.0 —
TOtal .. $485.7 $262.9
WS 2007 2006
Live and Televised Entertainment . . .. .. ...ttt e e e e $202.8 $114.9
Consumer Products. . . . ... 45.6 28.7
Digital Media . . ... 21.3 13.5
WWE FIIMS . ..o 29.1 —
TOtAl .o $298.8  $157.1
Profit contribution Mmargin . . ....... ... .t 38% 40%
Operating Income: 2007 T 2006
Live and Televised Entertainment . . ... ... ... e $100.2 $ 57.0
Consumer Products. . .. ... .. 68.6 269
Digital Media . . .. ... o 6.3 3.8
WWE FIIMS . ..o (14.8) (1.
COIPOTALE . . o oot ettt et et e e e e e e e e e e e e (91.9) (47.4)
Total operating inCoOME. . ... ...ttt ettt e e $ 684 § 392
Income from continuing OPerations. . . ... ... ottt ittt § 521 § 316

Our Live and Televised Entertainment segment benefited from strong performances both at international and
North American live events as we achieved total average attendance of 6,800 in 2007 as compared to 5,300 in the eight
month transition period. Our licensing based revenue accounted for approximately 40% of our Consumer Products
segment in 2007 as compared to 25% of segment revenues in the transition period, reflecting higher toy and apparel
based revenue. It should be noted that the 2006 transition period did not reflect ‘holiday season’ licensing sales which
are recorded as the results are reported to us in the first calendar quarter. In addition, our magazine publishing business
continued to grow, reflecting our increased circulation. Digital Media revenues for web based advertising and wireless
products accounted for $16.2 million in 2007 as compared to $7.3 million in the eight month transition period. In 2007
we recorded our first revenues related to our features film releases, as a total of $16.0 million has been recorded for our
films The Marine and See No Evil.

Revenues derived from international sources represented 25% and 23% of total net revenues in 2007 and T 2006,
respectively.
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Additional details regarding these summary results follow below.

The following chart provides performance results and key drivers for our Live and Televised Entertainment
segment:

Revenues-Live and Televised Entertainment 2007 T 2006
LAVE @VEINLS . . o oottt ettt e e e e e e e $ 993 §$ 52.3
Number of North American events. . ..........o.uiieninen .. 233 212
Average North American attendance. . ................ .. ... ... 6,600 4,860
Average North American ticket price (dollars) . .. ........... ... ... ... ... .... $ 4047 $ 35.53
Number of international events. ... ... ... ... . ... . . 75 34
Average international attendance . .............. ... 7,700 8,290
Average international ticket price (dollars). . ......... ... ... ... ... ... ... $ 79.60 $ 68.47
Venue merchandiSe. . ... ...ttt e $ 9.1 $§ 12.1
Domestic per capita spending (dollars). . ............ ... .. i $ 10.75  § 10.89
Pay-Per-VIEW . . o ot $ 943 $ 534
Number of pay-per-view €VeNts . .. ... ...ttt 15 11
Number of buys from pay-per-view events. . .. ...........couiriinenennenan.. 5,200,800 3,287,300
Average revenue per buy (dollars) ........ ... ... $ 1743 § 15.46
Domestic retail price, excluding WrestleMania (dollars) .. ..................... $ 3995 8§ 39.95
WWE - 24/ $ 49 $ 2.0
AdVETtiSING . . . oo $ 59 § 4.5
Sponsorship advertising ... .......... . i $ 1.2 3 0.5
Television rights fees
DOMESTIC .« v vttt et et e e e e e e e e e $ 59.6 $ 38.0
International ... ... ... it $ 328 $ 20.7
Other. . ... $ 09 § —
Total . $ 3168 § 183.0
Ratings:
Average weekly household ratings for RAW . ............................... $ 37§ 39
Average weekly household ratings for SmackDown .......................... $ 27 $ 2.4
Average weekly household ratings for ECW . ............................... $ 1.5 $ 1.9
Cost of Revenues-Live and Televised Entertainment 2007 T 2006
LIVE @VENES . . . oottt e et e e $ 71.2 $ 40.9
Venue merchandise . . ... ... 114 8.1
Pay-Per-VIEW . . oo 43.6 19.3
WWE - 24/ 7 2.1 —
AdVETtISING . . . oot 0.9 (0.1)
TeleVISION. . . o .ottt et e e e 66.5 40.4
Other . .o 7.1 6.3
Total . . $202.8 $114.9
Profit contribution margin . ........ ... ... 36% 37%

Live events revenue reflects approximately $61.9 million for North American events and $37.4 million for
international events in 2007 as compared to $36.6 million for North American events and $15.7 million for international
events in the eight month 2006 transition period. During 2007, average attendance at our North American events
was approximately 6,600 while average attendance at our international events was 7,700. During the 2006 transition
period, North American average attendance was approximately 4,900 and average international attendance was 8,300.
We did not produce any stand-alone Extreme Championship Wrestling (“ECW?”) branded events in 2007. During the
2006 transition period, we produced 38 ECW events that were held in smaller venues and consequently generated
lower attendance and revenues per event as compared to our Raw and SmackDown brands. Beginning in 2007, ECW's
live events were combined with our SmackDown brand. Live events profit contribution margin was 28% in 2007 as
compared to 22% in the 2006 transition period.
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Venue merchandise revenues in 2007 were positively impacted by the increase in North American average
attendance. Per capita spending dollars for venue sales were essentially flat. Venue merchandise profit contribution
margin was 40% in 2007 as compared to 33% in the eight month transition period, reflecting lower cost of sales from
the expiration of a consulting services agreement and reduced material costs.

Pay-per-view revenue reflects approximately 5.2 million buys in 2007 as compared to 3.3 million buys in the
2006 transition period. The average number of buys reported for the fifteen events that occurred in 2007 was 347,000
as compared to 300,000 buys for the ten events that occurred in the 2006 transition. In 2007, our premier annual pay-
per-view event, WrestleMania 23, generated approximately 1.2 million buys. WrestleMania 22 occurred in April 2006
and is therefore not included in the results of the 2006 transition period. Domestic buys, which carry a higher price
per buy, represented 66% of total buys during 2007 as compared to 61% of total buys in the 2006 transition period.
The pay-per-view profit contribution margin was 54% in the twelve month 2007 period as compared to 64% in the
eight month transition period. The 2007 profit margin reflected additional spending in pay-per-view promotion and
consumer advertising in support of WrestleMania.

Advertising revenues include sales of advertising on our Canadian television programs as well as various domestic
sponsorship packages. Advertising cost of revenues reflects costs associated with the increased sponsorship related
activities in the current year.

The increase in domestic television rights fees was primarily due to the rights fees received for our ECW
programming in the current year. The increase in television cost of revenues is primarily due to the production of
television shows while on tour internationally, as we produced six of these televised international shows in 2007 as
compared to two shows during the transition period.

The following chart provides performance results and key drivers for our Consumer Products segment:

Revenues-Consumer Products 2007 T 2006
LaCONSING .« o ottt t et e et e $ 471  $ 14.7
Magazine publishing . .. ... ... ... . . . $ 165 § 8.5
Netunits SOId . . .o oo 4,858,400 2,793,600
Home VIAEO . . . ..ot $ 537 $ 355
Gross DVD units shipped. .. ... ... o 4,034,167 3,283,800
Other . .o $ 08 $ 0.5
Total . .. $ 118.1  $ 59.2
Cost of Revenues-Consumer Products 2007 T 2006
LICENSING . . . oottt e ettt $11.9 $ 38
Magazine publishing . .. .......... it e 11.4 6.8
Home video . ... ... . 21.6 17.8
Other .o 0.7 0.3
TOtal . .o $45.6 $28.7
Profit contribution margin . ................ i 61% 52%

Licensing revenues in 2007 reflect approximately $14.3 million in the toy category, $18.3 million in the
videogame category and $9.4 million related to apparel and novelties. 2007 reflects revenues from the videogame
title “SmackDown vs. Raw 2007 released in three platforms versus two platforms for the prior release in this series.
The success of our apparel program in the United States, South Africa, the United Kingdom, and Australia helped
to generate approximately $6.1 million in 2007. In the 2006 transition period, revenues reflected approximately $5.0
million in the toy category, $2.9 million in the videogame category and $3.3 million related to apparel and novelties.
Licensing revenue is dependent upon the release schedule of products and is affected by the timing of when licensees
report results to us. Licensing cost of revenue consists primarily of talent royalties and agent commissions paid to our
licensing agents. The licensing profit contribution margin was 75% in 2007 as compared to 74% in the 2006 transition
period.

In July 2006, we began publishing a new magazine titled WWE Magazine that replaced our two former magazines,
Raw and SmackDown. Including our ‘special’ magazine titles that are published periodically during the year, we
published twenty-one issues in 2007 as compared to sixteen issues in the 2006 transition period. The magazine
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publishing profit contribution margin was 31% in 2007 as compared to 20% in the 2006 transition period. The profit
contribution in the 2006 transition period was impacted by additional editorial and content costs associated with the
creation of the new WWE Magazine.

Home video revenue reflects the sale of approximately 4.0 million gross DVD units in 2007 as compared to 3.3
million gross units in the 2006 transition period. Included in the successful titles released in 2007 was WrestleMania
23, which shipped approximately 367,000 gross units. The home video profit contribution margin was 60% in 2007 as
compared to 50% in the 2006 transition period, reflecting improved distribution and production costs.

The following chart provides performance results and key drivers for our Digital Media segment:

Revenues-Digital Media 2007 T 2006
WWELCOM ..ot e $162 § 73
W ESOD . o $ 186 $ 134
Average revenues per order (dollars). . . ... .. $54.94  $53.24
Total .o $ 348 § 207
Cost of Revenues-Digital Media 2007 T 2006
W B COM . oottt e e e e e e e e e § 76 § 43
W EE S MOD . . o 13.7 9.2
Total . . oo §213 § 135
Profit contribution margin . ............ ... 9% 35%

WWE.com revenue in 2007 reflects additional web advertising and wireless content. Web-based advertising
accounted for approximately $10.4 million in revenues as compared to $5.5 million in the 2006 transition period. 2007
also includes approximately $4.3 million in wireless based revenues, primarily driven by our multi-year deal with
AT&T Wireless to provide exclusive WWE content, including videos and ring tones. The WWE.com profit contribution
margin was 53% in 2007 as compared 41% in the 2006 transition period.

WWEShop revenue in 2007 reflects approximately 329,100 customer orders as compared to 244,000 customer
orders in the 2006 eight month transition period. The sale of exclusive WWEShop packages and an increase in the
variety of offerings available on WWEShop contributed to the increase in average customer spend per order. The
WWEShop profit contribution margin was 26% in 2007 as compared to 35% in the 2006 transition period.

WWE Films

During 2007, revenues from our WWE Films segment were $16.0 million. WWE participates in revenues
associated with our film projects when the distribution and advertising costs incurred by our distributors have been
recouped and the results have been reported to us. The revenue recorded in 2007 relates to our feature films 7he Marine
and See No Evil.

In the current year, we expensed approximately $29.1 million of feature film production assets. Included in
this amount was a $15.7 million film asset impairment charge related to the performance of our April 2007 theatrical
release, The Condemned, which only achieved approximately $7.4 million in gross domestic box office receipts. Our
feature film production asset balance is expensed in proportion with the recognition of revenue. During 2007 we
expensed $13.0 million of feature film production assets due to the revenue recorded relating to The Marine and See No
Evil, for which we expensed $8.5 million and $4.5 million, respectively. Additionally, we expensed approximately $0.4
million of development costs for abandoned projects.
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The following chart reflects the amounts of certain significant overhead items:

Selling, General & Administrative Expenses 2007 T 2006
Staffrelated. . . ... $ 503 $29.9
Legal, accounting and other professional. .. ... ... ... ... .. .. .. . . 14.0 6.1
Stock COMPENSALION . . . .o\ttt ettt ettt e e e e 7.8 4.8
Advertising and promotion. . . . ... ...t 54 34
Bad debt .. ... 0.1 (1.6)
AlL Other . . o 31.5 18.4
Total SG&A . .o $109.1 $61.0
SG&A as a percentage of NELFEVENUES . .. ..ottt ittt e e 23% 23%

Staff related expenses increased due in part to the continued expansion of our Digital Media content staff and
advertising sales force. The increase in legal, accounting and other professional fees reflects additional costs associated
with trademark filings and costs associated with our Talent Wellness program. Stock compensation expense in 2007
includes amortization of restricted stock unit and performance stock unit grants issued to employees. Bad debt expense
in the transition period included the reversal of previously reserved accounts for which we subsequently recovered.

2007 T 2006
Depreciation and amortization. . . ...ttt e $9.3 $5.6

Depreciation expense has increased due to the addition of capital projects.

2007 T 2006
INVEStMENt INCOME . . . . oottt ettt e e e e e e e $9.1 $6.4

2007 T 2006

INtErest EXPONSE . . o .ottt ettt e e e e e e e e $0.6 $0.4
2007 T 2006
Other (EXPense) INCOME, NEL. . . . ..o\ttt ettt ettt e e e e et $(0.5) $0.9
Provision for Income Taxes 2007 2006
PrOVISION. .« . ottt ettt e e e e e $24.3 $14.5
Effective tax Tate . .. ..ttt 32% 31%

The current year effective tax rate is consistent with the prior years’ rate due to high levels of tax-exempt interest,
the continued increased tax benefits from domestic production activities and the impact of the reversal of liabilities
established for previously unrecognized tax positions.

Results of Operations

Eight Month Transition Period Ended December 31, 2006 compared to Twelve Month Fiscal Year Ended
April 30, 2006 (dollars in millions)

Summary

Net Revenues T 2006 2006
Live and Televised Entertainment . ... ............ ittt $183.0 $290.8
Consumer Products. . . .. ..ot 59.2 86.4
Digital Media . ... ... 20.7 22.9
WWE FIIms ..o e e — —
TOtal . .o e e $262.9 $400.1
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Cost of Revenues T 2006 2006

Live and Televised Entertainment . . ............. ...t $1149  $178.6
Consumer Products. . . ... ..o e 28.7 34.4
Digital Media . .. ..o 13.5 14.2
WWE FIIMS . . .o e e e e e e e e — —
TOtal . oot $157.1 $227.2
Profit contribution margin. . . ....... ... e 40% 43%

Operating Income: T 2006 2006
Live and Televised Entertainment . . ........... . it e $ 57.0 $ 939
Consumer Products. . . ... ..o 26.9 46.4
Digital Media . . ... ..o 3.8 2.9
WWE FIlms . ..o e e e e (1.1 (1.3)
COTPOTALE . . o ottt et et et e e e e e e e e e e (47.4) (71.4)
Total Operating inCOME. . .. . ...ttt e e e e e e $ 39.2 $ 70.5
Income from continuing OPErationS. . . .. ..ottt e ettt et $ 31.6 $ 47.0

Our eight month 2006 transition period results were positively impacted by several factors. In our Live and
Televised Entertainment segment, our live events reflected strong North American attendance and corresponding sales
of merchandise at these events. In our Consumer Products segment, our home video business continued to surpass
previous shipment records as the number of DV Ds shipped in the eight month transition period exceeded shipments for
the entire twelve month fiscal 2006 period. These positive factors were offset, in part, by the absence of $13.7 million
of domestic cable advertising sales in our Live and Televised Entertainment segment, due to our agreement with the
USA Network.

Revenues derived from international sources represented 23% and 24% of total net revenues in the 2006 transition
period and fiscal 2006, respectively.
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Additional details regarding these summary results follow below.

The following chart provides performance results and key drivers for our Live and Televised Entertainment
segment:

Revenues-Live and Televised Entertainment T 2006 2006
Ve @VENES . . . ottt ettt et e e $ 52.3 $ 75.0
Number of North American events ... .............ouuiineinennennennen.. 212 248
Average North American attendance . .. ........... .. .. .. ... ..., 4,860 4,990
Average North American ticket price (dollars) .............................. $ 35.53 $ 37.34
Number of international events .. ........... ... .. .. ... .. 34 52
Average international attendance . . .. ....... ... .. 8,290 9,160
Average international ticket price (dollars) . ........... ... ... ... ... .. ... $ 68.47 $ 69.18
Venue merchandiSe . ... ....ouuu ittt $ 12.1 $ 14.7
Domestic per capita spending (dollars) . ........... ... ... ... ... ... $ 10.89 $ 10.57
PaY-PET-VIEW . . oottt e $ 534 $ 94.8
Number of pay-per-view eVents. . ... ........uttn et 11 16
Number of buys from pay-per-view events .. .............coiriininennn... 3,287,300 6,241,100
Average revenue perbuy (dollars) . . ........ .. .. $ 15.46 $ 14.96
Domestic retail price, excluding WrestleMania (dollars). .. .................... $ 39.95 $ 34.95
AdVEItiSING . . oot $ 4.5 $ 22.6
Sponsorship advertisSing . . . ... it $ 0.5 $ 2.8
Television rights fees. . . ... ...
DOMESHIC. « . v v vttt ettt $ 380 § 53.0
International . . . ... .. ... $ 20.7 $ 28.5
Other . oo $ 2.0 $ 2.2
TOtal . . $ 183.0 $ 290.8
Ratings
Average weekly household ratings forRaw. . ....... ... .. ... .. ... ... ... 3.9 4.0
Average weekly household ratings for SmackDown . ......................... 2.4 2.8
Average weekly household ratings for ECW . ...... ... ... .. ... ...... 1.9 —
Cost of Revenues-Live and Televised Entertainment T 2006 2006
LAVE @VEIIES . . .\ttt t et et e e e et e e e e e $ 409 $ 569
Venue merchandise. . . ... ... i 8.1 10.6
Pay-Per-VIEW . . . ot 19.3 42.2
AdVeTtISING . . . ottt e (0.1) 6.8
TeleVISION . . . oottt e 40.4 53.8
Other . . oo 6.3 8.3
otal . o $114.9 $178.6
Profit contribution margin . . ........ ... i 37% 39%

Live events revenue reflects approximately $36.6 million for North American events and $15.7 million for
international events in the 2006 transition period as compared to $46.7 million for North American events and $28.3
for international events in fiscal 2006. During the 2006 transition period, average attendance at our North American
events was approximately 4,900 while average attendance at our international events was 8,300. This compares to
fiscal 2006 North American average attendance of approximately 5,000 and average international attendance of 9,200.
We produced 38 Extreme Championship Wrestling (“ECW”) branded events in the transition period which had an
average attendance of 1,100 and an average ticket price of approximately $25.00. ECW events were held in smaller
venues which generated lower attendance and revenues per event as compared to our Raw and SmackDown brands.
Excluding our ECW events, North American average attendance was approximately 5,700 in the transition period, or a
14% increase from fiscal 2006. The live events profit contribution margin was 22% in the eight month transition period
as compared to 24% in the twelve month fiscal 2006 period. This decline in profit contribution was due, in part, to the
costs associated with the production of the ECW events in the transition period.
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Venue merchandise revenues in transition 2006 were positively impacted by the increase in North American
average attendance as the per capita spending dollars for venue sales were consistent with fiscal 2006. The venue
merchandise profit contribution margin was 33% in the eight month transition period as compared to 28% in the twelve
month fiscal 2006 period. This increase in profit margin reflected a reduction in building rental costs in the 2006
transition period.

Pay-per-view revenue reflects approximately 3.3 million buys in the 2006 transition period as compared to 6.2
million buys in fiscal 2006. The domestic retail price of our pay-per-view events was increased from $34.95 to $39.95
in July 2006, representing our first increase in retail price in more than four years. The average number of buys
reported for the ten events that occurred in both the 2006 transition period and fiscal 2006 were 300,000 and 325,000,
respectively. This decline in the number of buys was offset, in part, by the increased domestic retail price. International
buys, which carry a lower price per buy, represented 39% of total buys during the transition period as compared to 37%
of total buys in fiscal 2006. The pay-per-view profit contribution margin was 64% in the eight month transition period
as compared to 55% in the twelve month fiscal 2006 period. The fiscal 2006 period included an investment in global
marketing campaigns in support of our pay-per-view programming which consequently reduced the profit margin.

Advertising revenues in the 2006 transition period included sales of advertising on our Canadian television
programs and various sponsorship packages that totaled approximately $4.5 million. Under the terms of our domestic
cable distribution agreement with USA Network, which began in October 2005, we no longer sell or participate in any
domestic cable advertising. The decrease in advertising cost of revenues reflects the absence of costs associated with
selling domestic cable advertising in the transition period.

Domestic television rights fees in the 2006 transition period reflect payments received for our ECW program on
the SCI FI Channel that were not included in fiscal 2006. International rights fees for the 2006 transition period are
consistent with rights fees received in fiscal 2006. The television profit contribution margin was 31% in the eight month
transition period as compared to 34% in fiscal 2006. This reduction is due, in part, to an overall increase in the costs
incurred to produce televised events, including additional direct costs for the production of our weekly ECW television
program.

The following chart provides performance results and key drivers for our Consumer Products segment:

Revenues-Consumer Product T 2006 2006
LaCONSING. . . oottt e $ 147 % 32.2
Magazine publishing ... ... ... . . . . . $ 85 $ 11.1
Netunits sold. . . ..ot 2,793,600 4,096,700
Home VIdEO. . . ..ottt $ 355  § 42.6
Gross DVD units shipped. ... ... ... 3,283,800 2,883,200
Other . o . $ 05 § 0.5
Total .. $ 592 § 86.4
Cost of Revenues-Consumer Products T 2006 2006
LaCOMSINg . . o oottt et $ 3.8 $ 85
Magazine publishing . . . . ... . 6.8 6.9
Home video . ... ..o 17.8 18.6
OtheT . . 0.3 04
TOtal . .o $28.7 $34.4
Profit contribution margin . ........ ... .. e 52% 60%

Licensing revenues in the 2006 transition period reflect approximately $5.0 million in the toy category, $2.9
million in the videogame category and $3.3 million related to novelties and apparel. In fiscal 2006, revenues reflected
approximately $8.5 million in the toy category, $14.5 million in the videogame category and $4.5 million related to
novelties and apparel. Videogame revenue is dependent upon the release schedule of new games and licensees reporting
results to us. Fiscal 2006 reflects revenues from two new titles released as compared to no revenues reported for new
releases in the transition period. Revenues from our latest videogame release in 2006 was reported in 2007. Licensing
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WORLD WRESTLING ENTERTAINMENT , INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(dollars in thousands, except share and per share data)

2. Summary of Significant Accounting Policies (continued)

Accounts Receivable — Accounts receivable relate principally to amounts due to us from pay-per-view providers
and television networks for pay-per-view presentations and television programming, respectively, and balances due
from the sale of home videos and magazines. Our accounts receivable represent a significant portion of our current
assets. We are required to estimate the collectibility of our receivables and to establish allowances for the amount
of accounts receivable that we estimate to be uncollectible. We base these allowances on our historical collection
experience, the length of time our accounts receivable are outstanding and the financial condition of individual
customers. Accounts receivable are charged off when considered uncollectible. Activity in the allowance for doubtful
accounts is as follows:

Balance at Chargedto  Write-offs Balance at

beginning costs and and end of
of period expenses other period
2007 oo $2,084 § 47 $(773) $1,358
Transition 2006. . ... ...t $3,740 $(1,574) $ (82) $2,084
2000 ..o $3,287 § 494 $ 41 $3,740
2005 $2,612 $ 675 $ — $3,287

Inventory — Inventory consists of merchandise sold on a direct sales basis, and videotapes and DVDs, which
are sold through wholesale distributors and retailers. Substantially all of our inventory is comprised of finished goods.
Inventory is stated at the lower of cost or market. The valuation of our inventories requires management to make market
estimates assessing the quantities and the prices at which we believe the inventory can be sold.

Feature Films — Feature films are recorded at the cost of production, including production overhead. These
costs for an individual film will be amortized in the proportion that revenues bear to management’s estimates of the
ultimate revenue expected to be recognized from exploitation, exhibition or sale of such film. Management regularly
reviews and when necessary revises, its ultimate revenue and cost estimates, which may result in a change in the rate
of amortization of film costs and/or write-down of all or a portion of the unamortized costs of the film to its estimated
fair value.

Property and Equipment — Property and equipment are stated at historical cost less accumulated depreciation
and amortization. Depreciation and amortization are computed on a straight-line basis over the estimated useful lives of
the assets or, when applicable, the life of the lease, whichever is shorter. Vehicles and equipment are depreciated based
on estimated useful lives varying from three to five years. Buildings and related improvements are depreciated based
on estimated useful lives varying from five to thirty-nine years. Our corporate aircraft is depreciated over ten years
on a straight-line basis less an estimated residual value of $9,500. Planned major maintenance activities related to the
corporate aircraft are capitalized and amortized over five years, which is the estimated period until the next overhaul.

Valuation of Long-Lived Assets — We periodically evaluate the carrying amount of long-lived assets when events
and circumstances warrant such a review.

Income Taxes — We account for income taxes in accordance with the provisions of Statement of Financial
Accounting Standards (“SFAS”) No. 109, Accounting for Income Taxes. Our deferred provision was determined under
the asset and liability method. Under this method, tax deferred assets and liabilities are recognized based on differences
between the financial statement and income tax basis of assets and liabilities using presently enacted tax rates. Valuation
allowances are established to reduce deferred tax assets to amounts management believes are more likely than not to
be realized. We consider estimated future taxable income and ongoing tax planning strategies in assessing the need for
valuation allowances. We also provide reserves when we believe that it is not probable that a tax position we have taken
will be sustained if challenged.

Revenue Recognition — Revenues are generally recognized when products are shipped or as services are
performed. However, due to the nature of several of our business lines, there are additional steps in the revenue
recognition process, as described below.
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WORLD WRESTLING ENTERTAINMENT , INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(dollars in thousands, except share and per share data)

2. Summary of Significant Accounting Policies (continued)

Pay-per-view programming:

Revenues from our pay-per-view programming are recorded when the event is aired and are based upon our initial
estimate of the number of buys achieved. This initial estimate is based on preliminary buy information received from
our pay-per-view distributors. Final reconciliation of the pay-per-view buys generally occurs within one year and any
subsequent adjustments to the buys are recognized as new information is received.

Television advertising:

Revenues from the sale of television advertising are recorded when the commercial airs within our programming
and are based upon contractual amounts previously established with our advertisers. These contractual amounts are
typically based on the advertisement reaching a desired number of viewers.

Sponsorships:

Through our sponsorship packages, we offer advertisers a full range of our promotional vehicles, including
internet and print advertising, arena signage, on-air announcements and special appearances by our Superstars.
We follow the guidance of Emerging Issues Task Force (EITF) Issue 00-21 Revenue Arrangements with Multiple
Deliverables, and assign the total sponsorship revenues to the various elements contained within a sponsorship package
based on their relative fair values. Our relative fair values for the sponsorship elements are based upon a combination of
historical prices and current advertising market conditions. Revenue from these packages is recognized as each element
is delivered.

Licensing:

Licensing revenues are recognized upon receipt of notice by the individual licensees as to license fees due. If we
receive licensing advances, such payments are deferred and recognized as income as earned.

Home video:

Revenues from the sales of home video titles are recorded when shipped by our distributor to wholesalers/retailers,
net of an allowance for estimated returns. The allowance for estimated returns is based on historical information and
current industry trends.

Magazine publishing:

Publishing newsstand revenues are recorded when the magazine is shipped, net of an allowance for estimated
returns. We estimate the allowance for newsstand returns based upon our review of historical returns rates and the
expected performance of our current titles in relation to prior issue return rates.

Advertising Expense — Advertising costs are expensed as incurred, except for costs related to the development
of a major commercial or media campaign which are expensed in the period in which the commercial or campaign is
first presented.

Foreign Currency Translation — For translation of the financial statements of our Canadian and United Kingdom
subsidiaries, we have determined that the Canadian Dollar and the U.K. Pound, respectively, are the functional
currencies. Assets and liabilities are translated at the year-end exchange rate, and income statement accounts are
translated at average exchange rates for the year. The resulting translation adjustments are recorded in accumulated
other comprehensive income, a component of stockholders’ equity. Foreign currency transactions are recorded at the
exchange rate prevailing at the transaction date.



WORLD WRESTLING ENTERTAINMENT , INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(dollars in thousands, except share and per share data)

2. Summary of Significant Accounting Policies (continued)

Stock-Based Compensation — We adopted SFAS No 123(R), Share-Based Payment (SFAS 123(R)), which revises
SFAS 123 and supersedes APB 25, on May 1, 2006. SFAS 123(R) requires that new, modified and unvested share-
based payment transactions with employees, such as stock options and restricted stock, be recognized in the financial
statements based on their fair value and recognized as compensation expense over the vesting period. We adopted
SFAS 123(R) using the modified prospective method. Under this transition method, compensation cost recognized in
the current period includes amounts of: (a) compensation cost of all share based awards granted to employees prior to,
but unvested as of, May 1, 2006, based on grant date fair value estimated in accordance with the original provisions
of SFAS 123, and (b) compensation cost for all stock based awards granted subsequent to May 1, 2006, based on the
grant date fair value estimated in accordance with the new provisions of SFAS 123(R). In accordance with the modified
prospective method, results for prior periods have not been restated. (See Note 13) For all periods presented, restricted
stock unit and performance stock unit grants are recorded at fair value as of the issuance date, with the resulting
compensation cost recorded over the vesting period.

In the fiscal years ended April 30, 2006 and 2005, we accounted for stock options issued to employees using the
intrinsic value method as prescribed under Accounting Principles Board Opinion No 25, Accounting for Stock Issued to
Employees, (“APB 25”) and related interpretations. Under this method, no compensation expense was recognized when
the number of shares granted is known and the exercise price of the stock option is equal to or greater than the market
price of our stock on the grant date. Stock options issued to non-employees were accounted for at fair value at the
issuance date. We followed the disclosure-only provisions of SFAS No. 148, Accounting for Stock-Based Compensation
— Transition and Disclosure, and SFAS No. 123, Accounting for Stock-Based Compensation. SFAS Nos. 148 and 123
encouraged, but did not require, companies to adopt a fair value based method for determining expense related to stock-
based compensation.

The following table provides relevant information as to reported results for the fiscal years ended April 30, 2006
and 2005 under our intrinsic value method of accounting for stock options with supplemental information as if the fair
value recognition provisions of SFAS No. 123 had been applied:

2006 2005

Reported income from continuing Operations . . . ... ..ottt $47,012 $37,778
Add: Stock-based employee compensation expense included in reported

income from continuing operations, net of related tax effects. . ..................... 2,910 2,542
Deduct: Total stock-based employee compensation expense determined

under fair value based method for all awards, net of related tax effects ............... (3,741) (4,125)
Pro forma income from continuing Operations . . ... ...........uuutneneenenenennnn.. $46,181 $36,195
Reported basic earnings from continuing operations per common share. ................ $ 0.68 $§ 055
Pro forma basic earnings from continuing operations per common share .. .............. $ 0.67 $ 053
Reported diluted earnings from continuing operations per common share . .............. $ 0.67 $ 054
Pro forma diluted earnings from continuing operations per common share. . ............. $ 066 § 0.52

Derivative Instruments — We hold warrants received from certain publicly traded companies with whom we have
licensing or distribution agreements. Warrants received from our licensees and television programming distributors
were initially recorded at their estimated fair value on the date of grant using the Black-Scholes option pricing model.
That amount was recorded as deferred revenue and is amortized into operating income over the life of the related
agreements using straight-line amortization. For 2007, transition 2006, fiscal 2006 and 2005, we recorded revenues of
$493, $329, $493 and $493, respectively, related to the amortization of deferred revenue resulting from the receipt of
such warrants. Subsequent to receipt, the warrants are adjusted to their estimated fair value each quarter, with changes
in fair value included in other income.
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WORLD WRESTLING ENTERTAINMENT , INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(dollars in thousands, except share and per share data)

2. Summary of Significant Accounting Policies (continued)

Intangible Assets — Our intangible assets consist of the cost of acquired film libraries which are amortized
over three years and acquired trademarks and trade names which are amortized over three to six years. To the extent
capitalized, our intangible assets are being amortized over their estimated useful lives based on the period the assets are
expected to contribute to our cash flows. We perform impairment tests annually and whenever events or circumstances
indicate that intangible assets might be impaired.

Earnings Per Share — We present both basic and diluted earnings per share (EPS) amounts. Basic EPS is
calculated by dividing net income by the weighted average number of common shares outstanding during the year.
Diluted EPS is based upon the weighted average number of common and common equivalent shares outstanding during
the year which is calculated using the treasury-stock method (see Note 3). Common equivalent shares are excluded
from the computation in periods in which they have an anti-dilutive effect. Stock options for which the exercise price
exceeds the average market price over the period are anti-dilutive and, accordingly, are excluded from the calculation.

Recent Accounting Pronouncements — In September 2006, the Financial Accounting Standards Board (FASB)
issued SFAS No. 157, Fair Value Measurements (SFAS 157). SFAS 157 provides a common definition of fair value
and establishes a framework to make the measurement of fair value in generally accepted accounting principles more
consistent and comparable. SFAS 157 also requires expanded disclosures to provide information about the extent to
which fair value is used to measure assets and liabilities, the methods and assumptions used to measure fair value,
and the effect of fair value measures on earnings. SFAS 157 is effective for us on January 1, 2008. We are currently
assessing the potential effect of SFAS 157 on our financial statements.

In February 2007, the FASB issued SFAS No. 159, The Fair Value Option for Financial Assets and Financial
Liabilities (SFAS 159). SFAS 159 expands opportunities to use fair value measurements in financial reporting and
permits entities to choose to measure many financial instruments and certain other items at fair value. SFAS 159 is
effective for us on January 1, 2008.

In July 2006, the FASB issued FASB Interpretation No. 48, Accounting for Uncertainty in Income Taxes, an
interpretation of FASB Statement No. 109, (FIN 48). FIN 48 clarifies the accounting for income taxes by prescribing
a minimum probability threshold that a tax position must meet before a financial statement benefit is recognized. The
minimum threshold is defined in FIN 48 as a tax position that is more likely than not to be sustained upon examination
by the applicable taxing authority, including resolution of any related appeals or litigation processes, based on the
technical merits of the position. The tax benefit to be recognized is measured as the largest amount of benefit that is
estimated to be greater than fifty percent likely of being realized upon ultimate settlement. FIN 48 must be applied to
all existing tax positions upon initial adoption. The cumulative effect of applying FIN 48 at adoption is to be reported
as an adjustment to opening retained earnings for the year of adoption. As a result of the implementation of FIN 48
on January 1, 2007, we recognized a $1,502 increase in the liability for unrecognized income tax benefits, with a
corresponding decrease in the opening balance of retained earnings.

3. Earnings Per Share

For purposes of calculating basic and diluted earnings per share, we used the following weighted average common
shares outstanding:

2007 T 2006 2006 2005
BasiC . ... 71,616,122 70,898,623 69,360,856 68,617,365
Diluted ...... .. 72,301,211 71,596,238 70,175,854 69,376,281
Dilutive effect of outstanding options . ................ 209,576 289,442 170,186 120,866
Dilutive effect of restricted stock units . ............... 474,025 406,484 644,812 638,050
Dilutive effect of employee share purchaseplan......... 1,488 1,689 — —
Anti-dilutive outstanding options, end of year. .. ........ 174,400 277,000 306,200 2,785,000
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(dollars in thousands, except share and per share data)

4, Intangible Assets

Our intangible assets consist principally of acquired wrestling based film libraries, trademarks and trade names.
The cost of film libraries acquired during 2007, transition 2006, fiscal 2006 and fiscal 2005 was approximately $363,
$1,678, $881 and $195, respectively. The cost of trademarks and trade names acquired during transition 2006 and fiscal
2005 were $1,048 and $160, respectively. We did not purchase any trademarks and trade names in 2007 or fiscal 2006.
Our intangible assets consisted of the following:

December 31, 2007

Gross Net
Carrying Accumulated Carrying
Amount Amortization Amount
Film libraries. . .. ... $ 7,667 $(6,005) $1,662
Trademarks and tradenames . ............................ 3,708 (3,068) 640

$11,375 $(9,073) $2,302

December 31, 2006

Gross Net
Carrying Accumulated Carrying
Amount Amortization Amount
Film HDraries. . ... ..ot $ 7,304  $(5,077) $2,227
Trademarks and tradenames . ............................ 3,708 (2,607) 1,101

$11,012 §$(7,684) $3,328

April 30, 2006
Gross Net
Carrying Accumulated Carrying
Amount Amortization Amount
Film libraries. ... ... $5,626 $(4,574) $1,052
Trademarks and tradenames . ..................... .. ...... 2,660 (2,251) 409

$8,286 $(6.825) $1,461

Amortization expense recorded for 2007, transition 2006, fiscal 2006 and fiscal 2005 was $1,389, $859, $2,028
and $2,079, respectively.

The following table presents estimated future amortization expense:

For the year ending December 31,2008. . .......... ... ... ... ...... $1,327
For the year ending December 31,2009. . ............. ... ... ........ 916
For the year ending December 31,2010 .. .......... ... .. .. ... ...... 59
TOtal .. $2,302
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
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5. Investments

Short-term investments consisted of the following:

December 31, 2007

Unrealized
Holding
Amortized Gain Fair
Cost (Loss) Value
Fixed income mutual funds and other . ............. $ 54,175 $(962) $ 53,213
Municipal auction rate securities .. ................ 77,335 — 77,335
Total .. ... . $131,510 $(962) $130,548

The unrealized holding loss of $962 at December 31, 2007 consisted of gross losses of $1,144 and gains of $182.

December 31, 2006

Unrealized
Holding
Amortized Gain Fair
Cost (Loss) Value
Fixed income mutual funds and other . ............. $ 89,990 $(3,101) $ 86,889
Municipal auction rate securities .. ................ 75,000 75,000
Total .. ... $164,990 $(3.101) $161,889

The unrealized holding loss of $3,101 at December 31, 2006 consisted of gross losses of $3,188 and gains of $87.

April 30, 2006
Unrealized
Holding

Amortized Gain Fair

Cost (Loss) Value
Fixed income mutual funds and other .............. $ 90,659 $(2,848) $ 87,811
United States Treasury Notes. .. .................. 17,850 (6) 17,844
Total ... ... $108,509 $(2,854) $105,655

The unrealized holding loss of $2,854 at April 30, 2006 consisted of gross losses of $2,907 and gains of $53.

Management deems investments to be impaired when a decline in fair value is judged to be other-than-temporary.
If the cost of an investment exceeds its fair value, we evaluate, among other factors, general market conditions, the
duration and extent to which the fair value is less than cost, as well as the intent and ability to hold the investment.

Subsequent to December 31, 2007, we sold approximately $37,135 in municipal auction rate securities. However,
starting on February 13, 2008, we experienced difficulty in selling additional securities due to the failure of the auction
mechanism which provides liquidity to these securities. The securities for which auctions have failed will continue to
accrue interest and be auctioned every 35 days until the auction succeeds, the issuer calls the securities, or they mature.
Accordingly, there may be no effective mechanism for selling these securities and we may own long-term securities. As of
February 22, 2008, the Company had approximately $40,200 of auction rate securities and at this time we do not believe
such securities are impaired or that the failure of the auction mechanism will have a material impact on our liquidity.

In addition to the short-term investments described above, we also hold warrants which we received from certain
publicly traded companies with whom we have licensing or distribution agreements. The estimated fair value of these
warrants, determined using the Black-Scholes model, was $4,158, $5,336 and $4,497 as of December 31, 2007, December
31, 2006 and April 30, 2006, respectively, and is included in other non-current assets. We recognized mark to market
adjustments of $(1,178), $839, $1,474, and $714 during 2007, transition 2006, fiscal 2006 and 2003, respectively, relating
to these warrants, which is included in other (expense) income.
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6. Property and Equipment
Property and equipment consisted of the following:

December 31, December 31, April 30,

2007 2006 2006

Land, buildings and improvements .............. $ 60,644 $ 56,084 $ 55,957
Equipment. . ...... ... ... .. . 57,605 45,752 44,788
Corporate aircraft. .. ........... ... ... ... ... 20,829 20,829 20,710
Vehicles. . ... 634 634 518

139,712 123,299 121,973
Less accumulated depreciation and amortization . . . (61,941) (55,327) (54,403)
Total ... .. $ 77,771 $ 67,972 $ 67,570

Depreciation expense was $7,930, $4,698, $8,444 and $9,795 in 2007, transition 2006, fiscal 2006 and fiscal 2005,
respectively.
7.  Feature Film Production Assets

Feature film production assets are summarized as follows:

December 31, December 31, April 30,

2007 2006 2006
Feature film productions:
INTElease. .. oo et $20,469 $34,104 $  —
Completed butnotreleased. . ..................... — 18,558 33,744
Inproduction. . ........... .. ... .. i 311 — 1,702
Indevelopment........... ... .. ... .. ... ..... 1,110 898 648
Total ... $21,890 $53,560 $36,094

We released our feature film The Condemned in April, 2007. The film achieved approximately $7,400 in gross
domestic box office receipts, which was short of the Company’s expectations. As a result of this performance, the
Company recorded an asset impairment charge of $15,662 in the second quarter. The Condemned was released
domestically on DVD in September, 2007 and has performed in-line with our updated expectations.

In Transition 2006 we released two feature films, See No Evil and The Marine. See No Evil achieved more than
$15,000 in gross domestic box office receipts and was released domestically on DVD in November, 2006. The Marine
has achieved more than $18,000 in gross domestic box office receipts and was released domestically on DVD in
January 2007.

We estimate that approximately 53% of “In release” film production assets will be amortized over the next twelve
months. Approximately 80% of “In release” film production assets are estimated to be amortized over the following
three years.

Unamortized feature film production assets are evaluated for impairment each reporting period. If the estimated
revenue is not sufficient to recover the unamortized asset, the asset will be written down to fair value. As stated above,
during the second quarter we recorded an asset impairment charge of $15,662 to cost of revenues, which reflected our
expectations related to the performance of The Condemned. As of December 31, 2007, we do not believe any additional
capitalized assets included in Feature Film Production Assets are impaired.

In addition to the capitalized production costs related for the three released films, we have also capitalized certain
script development costs for various other film projects. Capitalized script development costs are reviewed periodically
for impairment if, and when, a project is deemed to be abandoned. Approximately $367, $0, $197 and $158 of previously
capitalized development costs were expensed for abandoned projects in 2007, transition 2006, fiscal 2006 and 2005,
respectively.
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8. Accrued Expenses and Other Liabilities
Accrued expenses and other liabilities consisted of the following:

December 31, December 31, April 30,

2007 2006 2006
Accrued pay-per-view event costs .. ..., $ 4,959 $ 5,228 $ 7,500
Accrued INCOME taXES. . ..ottt e ittt — — 7,418
Accrued payroll related costs. .. ............. .. ... ... 7,737 5,403 9,176
Accrued legal and professional fees. . ..................... 1,849 2,051 3,254
Accrued home video production and distribution . ........... 5,198 5,144 3,121
Accruedother. . ... ... . . . 10,941 7,709 5,548
Total ... $30,684 $25,535 $36,017

Accrued other includes accruals for our publishing, television, and licensing business activities, none of which
exceeds 5% of current liabilities.

9. Debt

In 1997, we entered into a mortgage loan agreement under which we borrowed $12,000 at an annual interest rate
of 7.6% with a maturity date of December 31, 2013. Principal and interest are to be paid in 180 monthly installments
of approximately $112. The loan is collateralized by our executive offices and television studio in Stamford,
Connecticut.

As of December 31, 2007 the scheduled principal repayments under our mortgage obligation were as follows:

For the year ending December 31, 2008. . . ... ... ... $ 927
For the year ending December 31,2009, . ... ... . . it 1,002
For the year ending December 31,2010 . . ... ... ... 1,082
For the year ending December 31, 2011 .. ... ... .. it it 1,169
For the year ending December 31,2012 . . . ... ... . 1,262
Thereafter. . ... 360
Total . .o $5,802

10. Income Taxes

In July 2006, the FASB issued FASB Interpretation No. 48, Accounting for Uncertainty in Income Taxes, an
interpretation of FASB Statement No. 109 (FIN 48). FIN 48 clarifies the accounting for income taxes by prescribing
a minimum probability threshold that a tax position must meet before a financial statement benefit is recognized.
As a result of the implementation of FIN 48 on January 1, 2007, we recognized a $1,502 increase in the liability for
unrecognized income tax benefits, with a corresponding decrease in the opening balance of retained earnings.

At the adoption date of January 1, 2007, we had $14,018 (510,382 net of federal benefit) of unrecognized tax
benefits, all of which would affect our effective tax rate if recognized. At December 31, 2007 we have $13,130 ($8,765
net of federal benefit) of unrecognized tax benefits.

We recognize potential accrued interest and penalties related to uncertain tax positions in income tax expense.
We have approximately $3,589 of accrued interest related to uncertain tax positions as of December 31, 2007.

We file income tax returns in the U.S., various states and various foreign jurisdictions. With few exceptions, we
are subject to income tax examinations by tax authorities for years on or after April 30, 2004. Based upon the expiration
of statutes of limitations in several jurisdictions, the Company believes it is reasonably possible that the total amount of
previously unrecognized tax benefits may decrease by approximately $2,910 within 12 months of December 31, 2007.
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10. Income Taxes (continued)

For 2007, transition 2006, fiscal 2006, and 2005 we were taxed on our income from continuing operations at
an effective tax rate of 31.8%, 31.5%, 39.6% and 33.0%, respectively. Our income tax provision related to our income
from continuing operations for 2007, transition 2006, fiscal 2006, and 2005 was $24,337, $14,529, $30,884 and $18,581,
respectively, and included federal, state and foreign taxes.

The components of our tax provision from continuing operations were as follows:

2007 T 2006 2006 2005

Current:

Federal ........ ... ... . . . . . . . $27,994 $11,514  $22,595 $10,443

Stateandlocal .......... ... ... ... ... . ... .. ... 3,708 278 7,232 1,623

Foreign.........coo i, 57 295 2,718 5,325
Deferred:

Federal ........ ... .. ... .. . . . . . . (6,721) 2,167 (2,139) 2,183

Stateandlocal ............................... (701) 275 478 (993)

Foreign......... ... .. .. i — — — —
Total ... .. $24,337 $14,529  $30,884 $18,581

The income tax provision allocated to continuing operations and discontinued operations was as follows:

2007 T 2006 2006 2005
Provision for income taxes - continuing operations. . . . . . $24,337 $14,529 $30,884 $18,581
Provision for income taxes - discontinued operations. . . . — — 23 737
Total allocated provision for income taxes............. $24,337 $14,529  $30,907 $19,318
Components of income before income taxes are as follows:

2007 T 2006 2006 2005
U S, $76,205 $45,801 $77,357 $54,878
International subsidiaries . . ... .................... 269 345 539 1,481
Income before income taxes. ... ..........oovuun... $76,474 $46,146 $77,896 $56,359

The following sets forth the difference between the provision for income taxes from continuing operations
computed at the U.S. federal statutory income tax rate of 35% and that reported for financial statement purposes:

2007 T 2006 2006 2005
Statutory U.S. federal tax at 35% . .................. $26,773 $16,150 $27,263 $ 19,726
State and local taxes, net of federal benefit........... 1,954 876 5,012 1,218
Foreign rate differential .. ........................ (38) 142 157 181
Tax exempt interest income .. ..................... (2,664) (1,524) (1,205) (1,701)
Valuation allowance . ........... ... ..., 610 11 292 (1,002)
Unrecognized tax benefits . . ...................... (2,177) — — —
Other. ... ..o (121) (1,126) (635) 159
Provision for income taxes. ....................... $24,337  $14,529  $30,884  $ 18,581
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10. Income Taxes (continued)

The tax effects of temporary differences that give rise to significant portions of the deferred tax assets and
deferred tax liabilities of continuing operations consisted of the following:

December 31, December 31, April 30,

2007 2006 2006
Deferred tax assets:
Accountsreceivable .. ...... ... ... . $ 501 $ 764 $ 1,362
INVENtOries . . ...ttt 2,784 2,174 1,367
Prepaidroyalties. ............. .. i 3,623 4,270 3,929
Stock options/stock compensation . ..................... 2,918 2,505 737
Credits and net operating loss carryforwards ............. — — 2,465
Investments. . ... i 2,202 2,845 3,970
Intangible assets . .. ........... i 9,061 3,262 3,171
Accrued liabilities and reserves . .. ..................... 217 730
Indirect income tax benefit. ... ........................ 4,365 — —
Deferred tax assets, gross. .........covviriininenennen.. 25,671 15,820 17,731
Valuation allowance . .............coo i, (1,622) (1,799) (1,788)
Deferred tax assets, net. . ...........v .. 24,049 14,021 15,943
Deferred tax liabilities:
Fixed assets and depreciation. .. ....................... (4,323) (5,032) (5,011)
Accrued liabilities and reserves . . ....... ... ... ... ... — (274) —
Total deferred tax assets, net . ............c.vuirninun.. $19,726 $ 8,715 $10,932

The temporary differences described above represent differences between the tax basis of assets or liabilities
and amounts reported in the consolidated financial statements that will result in taxable or deductible amounts in
future years when the reported amounts of the assets or liabilities are recovered or settled. As of December 31, 2007,
December 31, 2006, April 30, 2006 and April 30, 2005, $5,571, $4,871, $5,467 and $5,815, respectively, of the net
deferred tax assets are included in prepaid expenses and other current assets and the remaining $14,155, $3,843, $5,465
and $3,617, respectively, are included in other non-current assets in our consolidated balance sheets.

As of December 31, 2007, December 31, 2006, April 30, 2006, and April 30, 2005 we had valuation allowances of
$1,622, $1,799, $1,788 and $1,496, respectively, to reduce our deferred tax assets to an amount more likely than not to
be recovered. The valuation allowance is primarily related to the deferred tax asset arising from losses on investments

which are capital in nature for which realization is uncertain. These capital loss carryforwards that remain at December
31, 2007 begin to expire in 2009.

We are subject to periodic audits of our various tax returns by government agencies which could result in possible
tax liabilities. Although the outcome of these matters cannot currently be determined, we do not believe that amounts, if
any, which may be required to be paid by reason of such audits will have a material effect on our financial statements.

Unrecognized Tax benefits Tabular Reconciliation

Beginning Balance- January 1, 2007 . ... ... ..o it $10,514
Additional Uncertain Tax POSItIONS . . . ... ..ottt e e e 1,949
Adjustment due to change infacts.......... ... .. ... . i (985)
Reduction due to Expirations of Statute of Limitations. . .. ........... .. ... ... ........ (1,937)
Ending Balance- December 31,2007 . . ... ..ottt $ 9,541

U.S. income taxes have not been provided on unremitted earnings of our foreign subsidiaries, because our intent
is to keep such earnings indefinitely reinvested in the foreign operations of the subsidiaries.
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11. Commitments and Contingencies

We have certain commitments, including various non-cancelable operating leases, performance contracts with
various performers and employment agreements with certain executive officers.

Future minimum payments as of December 31, 2007 under the agreements described above were as follows:

Operating
Lease Other
Commitments Commitments Total
For the year ending December 31,2008. . ......................... $1,529 $12,784 $14,313
For the year ending December 31,2009. . ......................... 1,324 6,622 7,946
For the year ending December 31,2010. . ......................... 1,136 4,555 5,691
For the year ending December 31,2011 . .......................... 751 3,343 4,094
For the year ending December 31,2012........................... 545 3,093 3,638
Thereafter. .. ... 1,287 12,866 14,153
Total ..o $6,572 $43,263 $49.,835

Rent expense under operating leases included in continuing operations was approximately $2,609, $1,363, $2,460
and $2,231 for 2007, transition 2006, fiscal 2006, and 2005, respectively.

Legal Proceedings

World Wide Fund for Nature

In April 2000, the World Wide Fund for Nature and its American affiliate, the World Wildlife Fund (collectively,
the “Fund”) instituted legal proceedings against us in the English High Court seeking injunctive relief and unspecified
damages for alleged breaches of a 1994 agreement between the Fund and us regarding the use of the initials “wwf”.
In August 2001, a High Court judge granted the Fund’s motion for summary judgment, holding that we breached the
agreement by using the initials “wwf{” in connection with certain of our website addresses and our former scratch logo.
The English Court of Appeal subsequently upheld that ruling. As a result we are subject to an injunction barring us,
either directly or indirectly, from most uses of the initials “wwf.”

As part of its original complaint, the Fund included a damages claim. On October 29, 2004, the Fund filed a
claim for damages in the English High Court seeking actual damages for legal and other costs of approximately $575,
which we have provided for, and substantial monetary claims in an amount calculated as a royalty based on certain
percentages of our profits over the period January 1997 through November 2002. We filed an application to determine
as a preliminary issue the propriety of the Fund’s basis upon which damages were claimed. The Court ruled that the
Fund is entitled in point of law to seek restitutionary damages, but that the question whether the Fund was entitled in
point of fact to claim or recover damages on that basis remained undetermined. We appealed this decision, and by order
and judgment dated April 2, 2007, the English Court of Appeals reversed the High Court, ruling that the Fund is not
entitled in point of law to seek restitutionary damages against us. On May 1, 2007, the Fund filed a petition to the House
of Lords for leave to appeal the judgment of the Court of Appeals, which the House of Lords refused.

We strongly believe that the Fund has never suffered any loss or damage, and would vigorously defend against
any damages claim if the Fund were to attempt to assert such a claim under a different theory. Based upon the decisions
of the Court of Appeals and House of Lords, we do not believe this matter will have any material adverse effect on our
financial condition, results of operations or liquidity.

Shenker & Associates; THQ/Jakks.

On November 14, 2000, Stanley Shenker & Associates, Inc. (“SSAI”) filed a complaint against us in the Superior
Court of Connecticut, relating to the termination of an agency agreement between SSAI and us. In October 2003, as
a result of significant litigation misconduct by the plaintiff and its principal, Stanley Shenker (“Shenker”), the court
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11. Commitments and Contingencies (continued)

issued a comprehensive opinion and order, dismissing plaintiff’s case against us with prejudice and entering a default
judgment in our favor on all of our counterclaims for tortious interference with business relations, conversion, fraud
and conspiracy.

We also filed a complaint against James Bell (“Bell”), one of our former officers, and certain entities related
to him, with respect to irregularities in the licensing program, which came to light through discovery in the SSAI
litigation. On February 10, 2005, Bell pleaded guilty in the U.S. District Court for the District of Connecticut to mail
fraud as a result of kickbacks Bell was paid by Shenker based on royalties received from certain WWE licensing
agreements. On January 12, 2007, Shenker pleaded guilty in the U.S District Court for the District of Connecticut to
conspiracy to commit interstate transportation of money obtained by fraud and wire fraud by, among other things,
depriving us of honest services through Shenker’s and Bell’s secret arrangement to split between themselves royalty
commission monies paid by WWE licensees. On May 1, 2007, Shenker and Bell were sentenced to thirty-three and
eight months, respectively, in prison as a result of their criminal conduct directed against us.

On October 19, 2004, as a result of information uncovered in connection with the SSAI matter, we filed an action
in the U.S. District Court for the Southern District of New York against Jakks Pacific, Inc. (“Jakks”), two foreign
subsidiaries of Jakks, THQ Inc. (THQ”), THQ/Jakks Pacific LLC (“THQ/Jakks’), SSAI and Bell Licensing, LLC. The
suit also names as defendants certain senior executives of Jakks, Shenker and Bell. We filed an amended complaint on
March 31, 2005. Our lawsuit alleged violations of the Racketeer Influenced and Corrupt Organization Act (RICO) and
the Sherman Act, and various claims under state law. We sought treble, punitive and other damages and a declaration
that the existing videogame license with THQ/Jakks and a related amendment to the toy licenses with Jakks are void
and unenforceable. In an order dated March 31, 2006, the Court: (1) denied the defendants’ motions to dismiss the
RICO claim based on their enterprise argument; (2) granted the defendants’ motions to dismiss the Robinson-Patman
Act claim; and (3) granted the defendants’ motions to dismiss the Sherman Act claim. In response to additional motions
to dismiss, the court entered an order dated December 21, 2007, dismissing our RICO claim because the court found
it failed to allege a cognizable RICO injury and it was time-barred, and dismissing the lawsuit because there were no
remaining federal claims. On December 28, 2007, we timely filed a notice of appeal with the U.S. Court of Appeals for
the Second Circuit. As part of its ruling, the court also found that a release and covenant not to sue asserted by Jakks as
a complete bar to our claims do not apply to the claims at issue. Jakks has cross-appealed that ruling and filed a motion
for reconsideration with the district court, which we have opposed. In addition, all defendants have cross-appealed the
court’s ruling on their RICO enterprise argument.

On October 13, 2006, we filed a complaint in the Superior Court of the State of Connecticut against THQ and
THQ/Jakks arising out of the improper sublicense of rights to certain WWE-branded videogames in violation of the
applicable videogame license agreement. The complaint alleged claims for, among other things, breach of contract,
unjust enrichment, violation of the Connecticut Unfair Trade Practices Act and a declaration that we are entitled to
terminate the videogame license agreement with THQ/Jakks. On March 30, 2007, we filed a motion to cite in and to
amend complaint in order to add new claims against the existing defendants, THQ and THQ/Jakks, and new defendants,
Jakks, certain officers of Jakks, Stanley Shenker and Associates, Inc., and Shenker. The new claims relate to the
defendants’ conduct in connection with the corruption of WWE’s agents, Shenker and Bell, and collusion to secure the
WWE videogame license for THQ/Jakks. In December 2007, we amended our complaint to assert additional claims
relating to the defendants’ corruption of Shenker and Bell to secure certain toy licensing rights.

IPO Class Action

In December 2001, a purported class action complaint was filed against us asserting claims for alleged violations
of the federal securities laws relating to our initial public offering in 1999. Also named as defendants in this suit
were Vincent K. McMahon, Linda E. McMahon and August J. Liguori, a former Chief Financial Officer (collectively,
the “Individual Defendants”) and the underwriters of our initial public offering. According to the allegations of the
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11. Commitments and Contingencies (continued)

Complaint, the underwriter defendants allegedly engaged in manipulative practices by, among other things, pre-selling
allotments of shares of our stock in return for undisclosed, excessive commissions from the purchasers and/or entering
into after-market tie-in arrangements which allegedly artificially inflated the Company’s stock price.

In December 2006, the Court of Appeals for the Second Circuit ruled that the certification of this proceeding as
a class action was invalid and remanded the case to the Southern District of New York (“SDNY”). The class plaintiffs
requested the Second Circuit to reconsider, which was denied. We are unable to predict whether the plaintiffs will be
successful in amending their claims in accordance with the Second Circuit’s ruling.

Other Matters

In July 2007, we received letters from the U.S. House of Representatives Committee on Oversight and Government
Reform and the U.S. House of Representatives Subcommittee on Commerce, Trade, and Consumer Protection,
requesting certain information relating to our drug testing policies. We have responded accordingly.

We are not currently a party to any other material legal proceedings. However, we are involved in several other
suits and claims in the ordinary course of business, the outcome of which is not expected to have a material adverse
effect on our financial condition, results of operations or liquidity. We may from time to time become a party to other
legal proceedings.

12. Stockholders’ Equity

Our Class B common stock is fully convertible into Class A common stock, on a one for one basis, at any time at
the option of the holder. The two classes are entitled to equal per share dividends and distributions and vote together as a
class with each share of Class B entitled to ten votes and each share of Class A entitled to one vote, except when separate
class voting is required by applicable law. If, at any time, any shares of Class B common stock are beneficially owned
by any person other than Vincent McMahon, Linda McMahon, any descendant of either of them, any entity which is
wholly owned and is controlled by any combination of such persons or any trust, all the beneficiaries of which are any
combination of such persons, each of those shares will automatically convert into shares of Class A common stock.
Through his beneficial ownership of a substantial majority of our Class B common stock, our controlling stockholder,
Vincent McMahon, can effectively exercise control over our affairs, and his interests could conflict with the holders of
our Class A common stock.

We paid four quarterly dividends of $0.24 per share, or $68,664, on all Class A and Class B common shares in
2007. In February 2008 we announced an increase in the quarterly dividend on all Class A common shares to $0.36 per
share to be paid in March 2008.

13. Share Based Compensation

The LTIP provides for grants of options and other forms of equity-based incentive awards as determined by
the compensation committee of the Board of Directors as incentives and rewards to encourage employees, directors,
consultants and performers to participate in our long-term success. The LTIP provides for grants of options to purchase
shares at a price equal to the fair market value on the date of grant. The options expire between 5-10 years after the date
of grant and are generally exercisable in installments beginning one year from the date of the grant. In 2004, we began
issuing restricted stock units, which generally vest annually. Current grants outstanding have vesting periods between
three and seven years. As of December 31, 2007 there were 4,038,690 shares available for future grants. It is our policy
to issue new shares to satisfy option exercises and the vesting of restricted stock units.

Stock based compensation cost was $7,777, $4,843, $4,694 and $4,084 for 2007, transition 2006, fiscal 2006 and
fiscal 2005, respectively. The total recognized tax benefit was $2,955, $1,501 $1,878, and $1,353 for 2007, transition
20006, fiscal 2006 and 2005, respectively.
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13. Share Based Compensation (continued)

SFAS 123(R) also amends SFAS No. 95, Statement of Cash Flows, requiring the benefits of tax deductions in
excess of recognized compensation costs to be reported as financing cash flows, rather than as operating cash flows
as previously required. The tax benefits in excess of recognized compensation cost for 2007 and transition 2006 were
$841 and $712, repectively.

SFAS 123(R)’s requirement to apply an estimated forfeiture rate to unvested awards resulted in an increase in
net earnings, and a cumulative effect of accounting change, as we previously recorded forfeitures when they occurred.
For transition 2006, the cumulative effect of accounting change totaled $215 ($140 net of related tax effect) and was
recorded in selling, general and administrative expense because its impact on net income and net income per share was
not significant.

Stock Options

The fair value of stock options was determined using the Black-Scholes valuation model. Such value is recognized
as expense over the service period, net of estimated forfeitures, using the straight line method under SFAS 123(R).
We have not granted any stock options since June 2004. We granted 1,104,500 options in fiscal 2005. The per share
weighted average fair value of stock options granted in fiscal 2005 was $2.95.

The weighted average assumptions used in the option-pricing model in fiscal 2005 was as follows:

2005
Expected life of Option . . ... ..o o 3 years
Risk-free iNteresSt Tate . . . . . ..ottt e e 3.0%
Expected volatility of our common stock . ... 33%
Expected dividend yield . . . . ... 1.9%

We did not recognize stock compensation cost for stock options prior to the adoption of SFAS 123(R) on May 1,
2006. See Note 2 for pro forma net income disclosures for fiscal 2006 and 2005.

The following table summarizes option activity for 2007:

Weighted

Weighted Average

Average Remaining Aggregate

Exercise Contractual Intrinsic
Stock Options Shares Price Term Value
Outstanding at December 31,2006 ....................... 1,715,300 $13.14 3.1 $5,613
Granted. . ... .. i e — — — —
Exercised. ... ..o (469,818) $13.13 — —
Forfeited/Expired .. .........co i (52,420) $12.36 — —
Outstanding at December 31,2007 ....................... 1,193,062 $13.16 2.3 $2,298
Vested and Expected to Vest at December 31,2007 .......... 1,184,500 $13.16 2.3 $2,282
Exercisable at December 31,2007 .. ...................... 1,086,037 $13.19 2.4 $2,097
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13. Share Based Compensation (continued)

As of December 31, 2007, the total future compensation cost related to unvested options not yet recognized
was $200 and the weighted average period over which these awards are expected to be recognized was 0.5 years. We
estimate forfeitures, based on historical trends, when recognizing compensation expense associated with stock options,
and will adjust our estimate of forfeitures when they are expected to differ. For 2007, we estimated that 8% of option
grants will be forfeited over the life of each grant. The intrinsic value of options exercised was approximately $2,038,
$1,331, $4,609 and $213 for 2007, transition 2006, fiscal 2006, and fiscal 2005, respectively.

Cash received from option exercises under all share-based payment arrangements was $6,170, $3,679, $16,823
and $704 for 2007, transition 2006, fiscal 2006, and fiscal 2005, respectively. Tax benefits realized from tax deductions
associated with stock option exercises totaled $774, $506, $1,751 and $81 for 2007, transition 2006, fiscal 2006, and
fiscal 2005, respectively.

Restricted Stock Units

The fair value of restricted stock units is determined based on the number of shares granted and the quoted
price of our common stock on the grant date. The fair value of restricted stock units is recognized as expense over the
service period, net of estimated forfeitures, using the straight-line method under SFAS 123(R). We estimate forfeitures,
based on historical trends, when recognizing compensation expense associated with its restricted stock, and adjust the
estimate of forfeitures when they are expected to differ. For the year ended December 31 2007, we estimate that 8% of
restricted stock grants will be forfeited over the life of each grant.

We granted 190,750, 517,750, 611,000 and 133,900 restricted stock units in 2007, transition 2006, fiscal 2006 and
fiscal 2005, respectively, with an aggregate grant-date fair value of approximately, $3,063, $8,538 $7,869 and $1,727.
During 2007, transition 2006, fiscal 2006 and 2005, we recognized $4,931, $4,451, $4,694 and $4,084, respectively, of
compensation expense associated with restricted stock units, which was classified as selling, general and administrative
expense.

The following table summarizes the activity of restricted stock units:

Weighted
Average
Grant
Date Fair
Restricted Stock Units Shares Value
Unvested at December 31,2006 . . . . ... ... .. 1,087,138 $14.60
Granted . . . ... 190,750 $16.06
Vested . .o (398,307) $16.26
Forfeited/ExXpired . . .. ... o (174,541)  $15.22
Dividends . .. ..ot 56,344 $15.61
Unvested at December 31, 2007 . . ... ..o 761,384 $15.03

The grant date fair value of restricted stock units vested was $6,476, $2,372, $4,475 and $6,455 for 2007, transition
2006 and fiscal 2006, and fiscal 2005, respectively. Tax benefits realized from tax deductions associated with RSU
activity totaled $2,461, $901, $1,701 and $684 for 2007, transition 2006, fiscal 2006 and fiscal 2005, respectively.

As of December 31, 2007 there was $4,765 of total unrecognized compensation cost related to unvested restricted
stock units to be recognized over a weighted-average period of approximately 1.3 years. Based on the current restricted
stock units outstanding, $3,444 of compensation expense will be recognized in 2008 and the remaining $1,321 will be
recognized from 2009 to 2011.
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13. Share Based Compensation (continued)

Performance Stock Units

In July 2007, the Company began issuing performance stock units, (“PSUs”) in addition to RSUs. The concept
behind granting PSUs is to further align the interest of our employees with our shareholders. The July 2007 issuance
of approximately 475,000 PSUs is subject to performance goals established for the last two quarters of 2007. As these
goals have been exceeded, we will grant approximately 585,000 shares which will vest in equal annual installments on
the first three anniversaries of their issuance date. Total compensation cost related to the PSUs, based on the estimated
value of the units as of December 31, 2007, net of estimated forfeitures, is $7,943. The compensation expense is being
amortized over the service period, which is approximately three and one-half years.

Employee Stock Purchase Plan

We provide a stock purchase plan for our employees. Under the plan, any regular full-time employee may contribute
up to 10% of their base compensation (subject to certain income limits) to the semi-annual purchase of shares of our
common stock. The purchase price is 85% of the fair market value at certain plan-defined dates. SFAS 123(R) defines
this plan as compensatory, and accordingly, a charge is recorded for the difference between the fair market value and
the discounted price. In 2007, two purchases occurred and resulted in a $65 charge. 107 employees were participants in
the stock purchase plan and these employees purchased approximately 41,176 shares of our common stock at an average
price of $13.82 per share.

14. Employee Benefit Plans

We sponsor a 401(k) defined contribution plan covering substantially all employees. Under this plan, participants
are allowed to make contributions based on a percentage of their salaries, subject to a statutorily prescribed annual limit.
We make matching contributions of 50 percent of each participant’s contributions, up to 6% of eligible compensation
(maximum 3% matching contribution). We may also make additional discretionary contributions to the 401(k) plan.
Our expense for matching contributions and additional discretionary contributions to the 401(k) plan was $1,010, $567,
$835 and $762 during 2007, transition 2006, fiscal 2006 and fiscal 2005, respectively.

15. Segment Information

During fiscal 2006, we expanded the number of our reportable segments to four in order better to reflect the
manner in which management analyzes our performance including our digital media businesses and the production
of feature films. We have also reclassified certain other operations between the reportable segments. All prior year
segment information has been adjusted to reflect the current presentation. The results of operations for 7he World and
for the XFL are not included in the segment reporting as they are classified separately as discontinued operations in our
consolidated financial statements (See Note 18). We do not allocate corporate overhead to each of the segments and as
aresult, corporate overhead is a reconciling item in the table below. There are no intersegment revenues. The activities
of each segment are summarized in Note 1.

Revenues derived from sales outside of North America were approximately $119,298, $60,416, $97,686 and
$87,594 for 2007, transition 2006, fiscal 2006 and fiscal 2005, respectively.
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15. Segment Information (continued)

The table presents information about the financial results of each segment for 2007, transition 2006, fiscal 2006,
and fiscal 2005 and assets as of December 31, 2007, December 31, 2006 and April 30, 2006. Unallocated assets consist
primarily of cash, short-term investments and real property and other investments.

2007 T 2006 2006 2005
Net revenues:
Live and Televised Entertainment ... ................. $316,842 $182,999 $290,784 $299,501
Consumer Products .......... ... ... . ... ... .. ..., 118,087 59,183 86,410 53,865
Digital Media .. ........ .. oo 34,771 20,755 22,857 13,065
WWEFImS . ... 15,955 — — —
Total netrevenues. . ...t $485,655 $262,937 $400,051 $366,431
Depreciation and amortization:
Live and Televised Entertainment .. .................. $ 3,624 $ 2,164 $ 3,561 $ 3,905
Consumer Products ............ ... ... ... . ... ..... 1,389 859 2,028 2,079
Digital Media . ...t 836 177 1,471 1,450
COTPOTALE . . vttt et e e et e 3,470 2,357 3,412 4,440
Total depreciation and amortization. .................. $ 9319 $ 5,557 $ 10472 $ 11,874
Operating income:
Live and Televised Entertainment .. .................. $100,161 $ 57,001 $ 93,984 $100,612
Consumer Products .......... ... ... .. .. 68,642 26,855 46,417 26,796
Digital Media .. ............0o .. 6,293 3,796 2,933 1,290
WWEFIImS .. ... (14,743) (1,110) (1,284) (1,005)
COTPOTALE . . ot et ettt e e e e e (91,920) (47,299) (71,510) (77,400)
Total operating income. . ................c.cvueinn... $ 68,433 $ 39,243 $ 70,540 $ 50,293
As of:
December 31, December 31, April 30,
2007 2006 2006
Assets:
Live and Televised Entertainment . .. ........................ $ 94,871 $ 77,083 $ 88,898
Consumer Products . ............ i 15,185 14,982 16,853
Digital Media . .. ...t 9,747 6,128 3,380
WWEFIIMS . ... 45,243 56,299 39,010
Unallocated (1). . ...t e 305,010 298,793 331,249
Total @SSEtS . . . oottt $470,056 $453,285 $479,390

(I) Includes assets of discontinued operations of $508, $469, and $457 as of December 31, 2007, December 31, 2006,
and April 30, 2006, respectively.
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16. Financial Instruments and Off-Balance Sheet Risk

Concentration of Credit Risk — Financial instruments which potentially subject us to concentrations of credit
risk are principally bank deposits, short-term investments and accounts receivable. Cash and cash equivalents are
deposited with high credit quality financial institutions. Short-term investments primarily consist of AAA or AA rated
instruments or mutual funds holding similar instruments. Except for receivables from cable companies related to pay-
per-view events and our home video distributor, concentrations of credit risk with respect to trade receivables are limited
due to the large number of customers. A significant portion of trade receivables for pay-per-view events is received
from our pay-per-view administrator, who collects and remits payments to us from individual cable system operators.
We perform ongoing evaluations of our customers’ financial condition, including our pay-per-view administrator, and
we monitor our exposure for credit losses and maintain allowances for anticipated losses.

Fair Value of Financial Instruments — The carrying amounts of cash, cash equivalents, money market accounts,
accounts receivable and accounts payable approximate fair value because of the short-term nature of such instruments.
Our short-term investments are carried at quoted market values. Our debt consists of the mortgage related to our
corporate headquarters, which has an annual interest rate of 7.6%. The fair value of this debt is not significantly
different from its carrying amount.

17. Quarterly Financial Summaries (unaudited)

1st 2nd 3rd 4th

Quarter Quarter Quarter * Quarter
2007
NELTEVENUES . . o . ottt et e e e e e $107,391 $137,511 $108,110 $132,643
COStOf FEVENUES . . . oot et e e et $ 58,097 $100,524 $ 63,438 $ 76,710
NELINCOME « .« v e v ettt et et e e e e e e e $ 15,138 $§ 7,046 $ 8449 $ 21,504
Earnings per common share: basic. . .........................
Net inCome . . ..ot $ 021 $§ 010 $ 012 $ 0.30
Earnings per common share: diluted . . .......................
Net inCome . . ..o $§ 021 $§ 010 $ 012 $§ 030
T 2006
NEETEVENUES . . . . o v ettt et e e e e e e e e e $ 93,267 $ 96,236 $ 73,434 NA
COSt Of TEVETUES . . . ot et e et et e e e e $ 53,266 $ 57,882 $ 45,946 NA
NEtINCOME . . . oot et ettt $ 11,302 $ 10,396 $ 9,919 NA
Earnings per common share: basic. . .........................
NEtINCOME .+« oot vttt ettt $ o016 $§ 015 $ 0.14 NA
Earnings per common share: diluted . . .................... ... NA
NEEINCOME . .« v vttt ettt $ o016 $ 015 $ 0.13 NA
2006

NEETEVENUES . . . . o ete e et e e e e e e e e e $ 93,812 $ 88,933 $103,042 $114,263
COStOf TEVENUES . . .. oottt e e e $ 52,501 $ 47305 $ 56,188 $ 71,178
Income from continuing operations. . ........................ $ 11,178 $ 11,676 $ 13,593 §$ 10,564
Income from discontinued operations . ....................... $ 2 3 26 $ 6 $ 1
NELINCOME .« . o oot e et e e e e e $ 11,180 $ 11,702 $ 13,599 $ 10,565
Earnings per common share: basic. .. ........................

NEtiNCOME . .o oottt ettt et $ 0l6 $ 017 $ 020 $ 0.I5
Earnings per common share: diluted . .. ......................

NEtINCOME .« . oo vttt ettt e et $ 0l6 $ 017 $ 019 $ 0.15

* The third quarter in T 2006 consists of only two months
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18. Discontinued Operations

The World and XFL

The results of The World business, which have been classified as discontinued operations in the consolidated
financial statements, are $11 and $1,369 in April 30, 2006 and 2005, respectively. Income on the shutdown of the XFL
in fiscal 2006 was $24, net of taxes of $17.
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Additions
Balance at Charged to Balance
Beginning Costs and Deductions at End of

Description of Period Expenses 1) Period
For the Year Ended December 31, 2007

Allowance for doubtful accounts. .. ................... $2,084 § 47 $ (773) $1,358

Inventory obsolescencereserve . .. ... .. 4,891 1,037 (348) 6,276

Magazine publishing allowance for newsstand returns . . . . . 4,076 23,472 (22,740) 4,808

Home video allowance forreturns. . ................... 8,510 17,669 (19,557) 6,662
For the Transition Period Ended December 31, 2006

Allowance for doubtful accounts . ..................... $3,740 $(1,574) $  (82) $2,084

Inventory obsolescence reserve ... .................... 3,535 1,429 (73) 4,891

Magazine publishing allowance for newsstand returns . . . . . 4,512 14,954 (15,390) 4,076

Home video allowance forreturns. . ................... 3,817 14,251 (9,558) 8,510

Advertising underdelivery .. ................. ... ..... 365 — (365) —
For the Year Ended April 30, 2006

Allowance for doubtful accounts . ..................... $3,287 § 494 $ @ $3,740

Inventory obsolescence reserve ... .................... 2,062 1,894 421) 3,535

Magazine publishing allowance for newsstand returns . . . . . 4,602 20,555 (20,465) 4,512

Home video allowance forreturns. . ................... 2,920 10,198 (9,301) 3,817

Advertising underdelivery .. ................. ... ..... 2,625 1,599 (3,859) 365
For the Year Ended April 30, 2005

Allowance for doubtful accounts. .. ................... $2,612 $ 675 $ — $3,287

Inventory obsolescencereserve . ................. .. ... 1,126 1,549 (613) 2,062

Magazine publishing allowance for newsstand returns . . . . . 4,517 24,503 (24,418) 4,602

Home video allowance forreturns. . ................... 2,588 9,649 (9,317) 2,920

Advertising underdelivery .. ................. ... ..... 4,401 6,145 (7,921) 2,625

(1) Deductions are comprised primarily of disposals of obsolete inventory, write-offs of specific bad debts, returns
and advertising “make-goods” for underdelivery. When we do not deliver the guaranteed rating, additional spots,
commonly referred to as ‘make-goods’ or at times, a cash refund, is given to the customer.
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CUMULATIVE TOTAL RETURN CHART

Set forth below is a line graph comparing, for the period commencing April 30, 2002 and ending December
31, 2007, the cumulative total return on our Class A common stock compared to the cumulative total return of the
Russell 2000 Index and the S&P Movies and Entertainment Index, a published industry index. The graph assumes the
investment of $100 at the close of trading on April 30, 2002 in our Class A common stock, the Russell 2000 Index and
the S&P Movies and Entertainment Index and the reinvestment of all dividends.
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