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PART | - FI NANCI AL | NFORVATI ON
| TEM 1. - FI NANCI AL STATEMENTS

LAVAR ADVERTI SI NG COVPANY AND

SUBSI DI ARI ES
CONDENSED CONSOL| DATED BALANCE SHEETS
((UNAUDI TED)
(I N THOUSANDS, EXCEPT SHARE AND PER SHARE DATA)
June 30, Decenber 31
1998 1997
ASSETS
Cash and cash equival ents $ 6,435 $ 7,246
Recei vabl es
Trade accounts, net 33,500 29, 854
Affiliates, related parties
and enpl oyees 648 788
Q her 442 1,284
Net receivabl es 34,590 31, 926
Prepai d expenses 9, 867 9,112
O her current assets 5,387 1,136
Total current assets 56, 279 49,420
Property, plant and equi prent 518, 555 429, 615
Less accunul at ed depreciation
and anortization (132, 849) (113, 477)
Net property, plant and equi prent 385, 706 316,138
I nvest nent securities - - 679
I nt angi bl e assets 374, 796 278,923
Recei vabl es - noncurrent 1,916 1, 625
O her assets 13,342 4,551
Total assets 832, 039 651, 336
LIABI LI TIES AND STOCKHO.DERS' EQUI TY
Current liabilities:
Trade accounts payabl e 3,563 3,308
Accrued expenses 16, 454 14, 804
Current maturities of long-term
debt 3,995 5, 109
Def erred income 6, 560 7,537
Total current liabilities 30, 572 30, 758
Long-t erm debt 540, 009 534, 091
Def erred income 1, 038 837
Qher liabilities 3,381 2,250
Deferred tax liability 11,885 14,687
Total liabilities 586, 885 582, 623



LAVAR ADVERTI SI NG COVPANY AND

SUBSI DI ARI ES
CONDENSED CONSOL| DATED BALANCE SHEETS, CONTI NUED
((UNAUDI TED)
(I N THOUSANDS, EXCEPT SHARE AND PER SHARE DATA)
June 30, Decenber 31
1998 1997
STOCKHOLDERS' EQUI TY
Cl ass A preferred stock, par val ue
$638, $63.80 cunul ative dividends,
aut hori zed 10, 000 shares; 5,719.49
shares issued and outstandi ng at
June 30, 1998, and Decenber 31, 1997
respectively 3, 649 3, 649
Class A common stock, $.001 par val ue,
aut hori zed 75, 000, 000 shares;
i ssued and out st andi ng 35, 734, 869
shares and 28, 453, 805 shares at
June 30, 1998, and Decenber 31, 1997
respectively 36 28
Class B common stock, $.001 par val ue,
aut hori zed 37,500, 000 shares; issued
and out standi ng 18,117, 440 shares at
June 30, 1998, and 18, 762, 909 at
Decenmber 31, 1997 18 19
Additional paid in capital 277,707 95, 691
Accumul ated deficit (36, 256) ( 30, 320)
Accumul at ed ot her conprehensive i ncone
Unrealized | oss on invest nment
securities net of deferred tax
benefit - - ( 354)
St ockhol ders’ equity 245,154 68,713
Total liabilities and
stockhol ders’ equity $_832, 039 651, 336



LAVAR ADVERTI SI NG COVPANY AND

SUBSI DI ARI ES

CONDENSED CONSQOLI DATED STATEMENTS OF OPERATI ONS

((UNAUDI TED)
(I N THOUSANDS, EXCEPT SHARE AND PER SHARE DATA)

Net Revenues

Oper ati ng _expenses

Direct advertising expenses

Selling, general and
adm ni strative expenses
Depr eci ati on and
anortization

Qper ati ng i ncone
O her _expense (i ncone)

I nterest income
I nterest expense

Loss on disposition of assets

O her expenses

Earni ngs (1 oss) before
i ncone taxes

I ncome tax expense (benefit)
Net earni ngs (I oss)
Preferred stock dividends

Net earnings (loss) applicable
to comon stock

Net earnings (loss) per conmon
share - basic

Net earnings (loss) per conmon
share - diluted

Wei ght ed average conmon
shar es out st andi ng
I ncrenental common shares
fromdilutive stock options
Wei ght ed average conmon
shares assunming dilution

Three Mont hs Ended
June 30, 1997

June 30, 1998

Si x Mont hs Ended

June 30, 1998

June 30, 1997

$__ 69,675
21, 609

15, 008

19, 224

55, 841
13,834

( 129)
13,915

875

101

14, 762

( 928)
142
(__1,070)
183
(__1,253)
( . 02)
( . 02)
48, 802, 640
48, 802, 640

$__ 50,108 $_128, 072 $_ 87,955
15, 483 42, 439 28, 950

10, 828 28, 224 20, 081

10, 977 36, 829 17,727
37,288 107, 492 66, 758

12, 820 20, 580 21, 197

( 300) ( 236) (  1,421)
8, 460 27, 241 15, 404

295 538 742

_ 164  __121  ___ 177
8,619 27, 664 14,902
4,201 ( 7,084) 6, 295
2,616 (__1,423) 3,414
1,585 (__5,661) 2,881

183 274 274

1,402 (__5,935) 2, 607

.03 ( L 12) .06

.03 ( L 12) .06

46, 997, 337 48, 080, 862 46, 995, 465
715, 737 - - 765, 497
47,713,074 48,080, 862 47, 760, 962




LAVAR ADVERTI SI NG COVPANY AND
SUBSI DI ARI ES
CONDENSED CONSOLI DATED STATEMENTS OF COMPREHENSI VE | NCOVE
((UNAUDI TED) (1 N THOUSANDS)

Three Mont hs Ended Si x Mont hs Ended
June 30, 1998 June 30, 1997 June 30, 1998 June 30, 1997

Net earnings (loss) applicable
to comon stock $ ( 1,253) $ 1,402 $ ( 5,935) $ 2,607

O her conprehensive incone -
unreal i zed | oss on invest nent
securities (net of deferred
tax benefit of 84 and 120 for
the three nonths ended June
30, 1998 and 1997, respectively
and 217 and 523 for the six
nmont hs ended June 30, 1998

and 1997, respectively.) ( 137) ( 198) 354 ( 856)
Conpr ehensi ve | ncome (__1,390) 1,204 (_5,581) 1,751



LAVAR ADVERTI SI NG COVPANY AND
SUBSI DI ARI ES
CONDENSED CONSQOLI DATED STATEMENTS OF CASH FLOAS

((UNAUDI TED)
(I N THOUSANDS)

Si x Mont hs Ended Si x Mont hs Ended
June 30, 1998 June 30, 1997

CASH FLOAS FROM OPERATI NG ACTIVI TI ES

Net earni ngs (I oss) ( 5,661) 2,881

Adj ustnents to reconcile net earnings (loss)
to net cash provided by operating activities:

Depreciation and anorti zation 36, 829 17,727
Loss on disposition of assets 538 742
Def erred taxes ( 654) ( 1,194)
Provi sion for doubtful accounts 703 710

Changes in operating assets and liabilities:
Decrease (Ilncrease) in:

Recei vabl es ( 1,042 ( 3,718)
Prepai d expenses ( 295) ( 366)
O her assets ( 3,068) ( 620)
I ncrease (Decrease) in:
Trade accounts payabl e 200 ( 2,035)
Accrued expenses ( 1,420) 2,142
Oher liabilities ( 167) ( 1)
Deferred income ( 853) ( 415)
Net cash provi ded by operating
activities 25,110 15, 853
CASH FLOAS FROM | NVESTI NG ACTI VI TI ES:
I ncrease in notes receivable ( 280) ( 1, 300)
Acqui sition of new markets (187, 175) ( 257,942)
Capi tal expenditures ( 24, 139) ( 14, 990)
Proceeds from disposition of assets 1,289 52,186
Net cash used in investing activities (210, 305) ( 222,046)



LAVAR ADVERTI SI NG COVPANY AND
SUBSI DI ARI ES

CONDENSED CONSQOLI DATED STATEMENTS OF CASH FLOAS

( UNAUDI TED)
(1 N_THOUSANDS)

Si x Mont hs Ended
June 30, 1998

CASH FLOAS FROM FI NANCI NG ACTI VI TI ES

Net proceeds fromissuance of comon stock 179, 929

Princi pal paynments on | ong-term debt ( 2,341)
Proceeds fromissuance of notes payabl e 70
Net borrowi ngs under credit agreenents 7,000
Di vi dends ( 274)

Net cash provided by financing activities 184, 384
Net decrease in cash and cash equival ents ( 811)

Cash and cash equival ents at begi nni ng
of period 7,246

Cash and cash equi val ents at end of
peri od 6,435

SUPPLEMENTAL DI SCLOSURES OF CASH FLOW | NFORVATI ON:

Cash paid for interest 27,100

Cash paid for state and
federal incone taxes 872

Si x Mont hs Ended
June 30, 1997

225

( 2,051)
34

135, 000

( 274)
132,934

( 73, 259)

81, 007

7,748

14, 756

2,184



LAVAR ADVERTI SI NG COVPANY AND
SUBSI DI ARI ES
NOTES TO CONDENSED CONSOLI DATED FI NANCI AL STATEMENTS
(1IN THOUSANDS, EXCEPT FOR SHARE AND PER SHARE DATA)

1. Signi ficant Accounting Policies

The information included in the foregoing interim financial statenments is
unaudited. In the opinion of managenent, all adjustnents, consisting of norma

recurring adjustnments, necessary for a fair presentation of the Conpany’s
financial position and results of operations for the interimperiods presented
have been reflected herein. The results of operations for interimperiods are
not necessarily indicative of the results to be expected for the entire year

These condensed consolidated financial statenments should be read i n conjunction
with the Conpany's consolidated financial statenents and the notes thereto
i ncluded in the Conpany’s Annual Report on Form 10-K

Earni ngs per share are computed in accordance with SFAS No. 128, “Earni ngs Per
Share.” SFAS No. 128 requires the repl acenent of previously reported primry and
fully diluted earnings per share required by Accounting Principles Board Qpi ni on
No. 15 with earni ngs per share and dil uted earnings per share. The cal cul ations
of earni ngs per share exclude any dilutive effect of stock options, while diluted
earni ngs per share includes the dilutive effect of stock options. Per share
amounts for all periods presented have been restated to conform to the
requi rements of SFAS No. 128.

Certain anmounts in the prior year's consolidated financial statenents have been
reclassified to conform wth the current year presentation. These
reclassifications had no effect on previously reported net earnings.

New Accounting Pronouncenents

In April 1998, the American Institute of Certified Public Accountants issued
Statenent of Position (“SOP”) 98-5, Reporting on the Costs of Start-Up
Activities. SOP 98-5 is effective for financial statenents for fiscal years
begi nning after Decenber 15, 1998, and requires that the costs of start-up
activities, including organi zati onal costs, be expensed as i ncurred. At June 30,
1998, the Conpany estimates that $1,300, of capitalized costs are included in
i ntangi bl e assets on the Conpany’ s bal ance sheet.

Effective January 1, 1998, the Company adopted the Statenment of Financia
Accounting Standards (SFAS) No. 130 “Reporting Conprehensive |nconme”, which
requires disclosure, in financial statenent format, of all non-owner changes in
equity. Adoption of this statenment requires the presentation of conprehensive
i ncome, which includes the unrealized gain or loss on investnent securities.
I nvestnent securities consist of the Conpany’s investnent in approximtely
340, 000 shares of comon stock of Wreless One, Inc., a publicly-held conpany in
the wirel ess cabl e busi ness. The former Chi ef Executive Oficer of Wrel ess One,
Inc. is an enployee and princi pal sharehol der of the Conpany. The shares were
sold in May, 1998, resulting in a realized | oss of $875



LAVAR ADVERTI SI NG COVPANY AND
SUBSI DI ARI ES
NOTES TO CONDENSED CONSOLI DATED FI NANCI AL STATEMENTS
(1IN THOUSANDS, EXCEPT FOR SHARE AND PER SHARE DATA)

2. Acqui sitions

On January 2, 1998, the Conpany purchased all the outdoor advertising assets of
Ragan Qutdoor Advertising Conpany, Ragan Qutdoor Advertising Conpany of Cedar
Rapi ds, and Ragan Qutdoor Advertising Conpany of Rockford, L.L.C for a cash
purchase price of $25,000. The acquisition consisted of displays located in
Rockford, Illinois, Cedar Rapids, |lowa and Davenport, |owa.

On January 30, 1998, the Conpany acquired all of the outdoor advertising assets
of three related outdoor advertising conpani es (Pioneer Advertising Company,
Superior Qutdoor Advertising Conpany and Overland Qutdoor Advertising Conpany,
Inc.) located in Mssouri and Arkansas for a cash purchase price of $19, 200.

On April 30, 1998, the conpany purchased all the outdoor advertising assets of
Nort hwest Qut door Advertising, L.L.C for a cash purchase price of approxi mately
$70,000. The acquired di splays are |l ocated i n the states of Washi ngton, Montana,
Oregon, |daho, Wom ng, Nebraska, Nevada and Ut ah

On May 15, 1998, the Conpany purchased t he assets of Odegard Qut door Adverti sing,
L.L.C., for a cash purchase price of approximately $8,500. This acquisition
i ncreases the Conpany’s presence in the Kansas Cty, Mssouri market.

On May 29, 1998, the Conpany entered into an agreenent to purchase from Rainier
Evergreen, Inc. or throughit's affiliates (i) all of the i ssued and out st andi ng
conmon stock of Anerican Signs, Inc., (ii) the assets of the Sun Medi a division
and (iii) the assets of Sun Medi a of the Rockies, Inc. The asset purchases were
cl osed on that date; while the stock purchase was del ayed due to | ease transfer
i ssues involving the Bureau of Interior Affairs. Approxinmately $7.0 mllion of
the total purchase price was transferred to an escrow agent awaiting final
resol ution involving these | eases. The acquisition gives the Conmpany a presence
i n Tacoma, Washington

During the six nonths ended June 30, 1998, the Company conpleted 29 additiona
acqui sitions of outdoor advertising assets, none of which were individually
significant, for an aggregate cash purchase price of approximately $37 mllion

Each of these acquisitions were accounted for under the purchase nethod of
accounting, and accordingly, the acconpanying financial statenents include the
results of operations of each acquired entity fromthe date of acquisition. The
acqui sition costs have been allocated to assets acquired and liabilities assuned
based on fair nmarket value at the dates of acquisition. The following is a
summary of the allocation of the acquisition costs in the above transactions.

Current assets $ 3,129
Property, plant and equi prent 65, 879
O her assets 7, 000
I nt angi bl e assets 113, 647
Current liabilities 3,277



LAVAR ADVERTI SI NG COVPANY AND
SUBSI DI ARI ES
NOTES TO CONDENSED CONSOLI DATED FI NANCI AL STATEMENTS
(1IN THOUSANDS, EXCEPT FOR SHARE AND PER SHARE DATA)

Sunmari zed bel ow are certain unaudited pro forma statenment of operations data for three
nont hs ended June 30, 1998 and 1997, and the six nonths ended June 30, 1998 and June 30,
1997 as if each of the above acquisitions and the acquisitions occurring in 1997, which
are discussed in the Conpany’s Decenber 31, 1997 Consolidated Financial Statenents, had
been consummated as of January 1, 1997.

This pro forma information does not purport to represent what the Conpany's results of
operations actually would have been had such transactions occurred on the date specified
or to project the Conpany's results of operations for any future periods.

Three Mont hs Ended Si x Mont hs Ended
June 30, 1998 June 30, 1997 June 30, 1998 June 30, 1997

Revenues, net $ 71,492 $ 65,021 $ 135,805 $ 124,927
Net | oss applicable to

common st ock (1, 741) (2,407) (7,672) (8,217)
Net | oss per common share - basic ( .04 ( .05 ( .16) ( .17)
Net | oss per conmon share - diluted ( .04) ( .05 ( .16) ( .17)
3. Summarized Financial Information of Subsidiaries

Separate financial statements of each of the Conpany's direct or indirect wholly owned
subsi di ari es that have guarant eed the Conpany's obligations with respect to the 1996 Notes
and 1997 Notes (collectively, the "CQuarantors™) are not included herein because the
Guarantors are jointly and several ly |iabl e under the guarantees, and t he aggregat e assets,
liabilities, earnings and equity of the Guarantors are substantially equivalent to the
assets, liabilities, earnings and equity of the Conpany on a consolidated basis.

Sunmari zed financial information for Mssouri Logos, a Partnership, a 66 2/3% owned
subsidiary of the Conpany and the only subsidiary of the Conpany that is not a Quarantor
is set forth bel ow

Si x_Mont hs Ended June 30,

(Unaudi t ed)

Bal ance Sheet Infornmation: 1998 1997
Current assets 235 350
Total assets 288 408
Total liabilities - 9
Venturers’ equity 288 399

| ncone Statenent I nfornmation
Revenues 501 457
Net i ncone 299 235



LAVAR ADVERTI SI NG COVPANY AND
SUBSI DI ARI ES
NOTES TO CONDENSED CONSOLI DATED FI NANCI AL STATEMENTS
(1IN THOUSANDS, EXCEPT FOR SHARE AND PER SHARE DATA)

4. St ockhol der’s Equity

In June, 1998, the Conpany conpleted an equity offering of 6,375,000 shares of
Cass A Common Stock at an offering price of $29 per share. This transaction
resulted in a $177,133 increase in total stockholders’ equity after deducting
commi ssions and fees related to the transaction.

5. Subsequent Events

In July, 1998, the conpany entered into a new Bank Credit Agreenent (the “New
Bank Credit Agreenent”) which consists of a conmtted $250, 000 revol ving credit
facility (the “New Revolving Credit Facility”), a $150,000 termfacility and a
$100, 000 incremental facility funded at the discretion of the |enders. As of
June 30, 1998, the Conpany had borrow ngs under the previous Bank Credit
Agreenent of $66 nmillion under the previous Revolving Credit Facility (the
“Previous Revolving Credit Facility”). The new Bank Credit Agreenent replaced
t he Conmpany’s previous Bank Credit Facility.

-10-



| TEM 2.
MANAGEMENT' S DI SCUSSI ON AND ANALYSI S OF
FI NANCI AL CONDI TI ON AND RESULTS OF OPERATI ONS

The foll owi ng i s a di scussi on of the consolidated financial condition and results
of operations of the Conpany for the six nonth and three nonth peri ods ended June
30, 1998 and 1997. This discussion should be read in conjunction with the
consol i dated financial statements of the Conpany and the rel ated notes.

The follow ng discussion is a summary of the key factors managenment considers
necessary in review ng the Conpany's results of operations, liquidity and capital
resources. The future operating results of the Conpany may differ materially
fromthe results described below. For a discussion of certain factors which may
af fect the Conpany’s future operating performance, please refer to Exhibit 99.1
filed herewith, including without limtation, the factors described under the
headi ngs “Fluctuations in Economc and Advertising Trends,” “Acquisition and
Gowmh Strategy,” “Competition,” and “Substantial |ndebtedness of the Conpany”
in such Exhibit 99.1, and the factors descri bed under the headi ng “Regul ati on of
Tobacco Adverti sing” bel ow

RESULTS OF OPERATI ONS

Si x Mont hs Ended June 30, 1998 Conpared to Si x Months Ended June 30, 1997

Net revenues increased $40.1 million or 45.6% to $128.1 nillion for the six
nmont hs ended June 30, 1998 as conpared to the sane period in 1997. This increase
was primarily the result of (i) a $38.9 nillion increase in billboard net
revenues, and (ii) a $1.4 mllion increase in logo sign revenue due to the
conpl etion and devel opment of the new state | ogo sign franchises awarded and
acquired in 1997 and the conti nued expansi on of the Conpany's existing | ogo sign
franchi ses.

Operating expenses, exclusive of depreciation and anortization, increased $21.6
mllion or 44.1%for the six nonths ended June 30, 1998 as conpared to the sane
period in 1997. This was primarily the result of the additional operating
expenses related to acquired outdoor advertising assets and the new y devel oped
and acquired | ogo sign franchi ses.

Depreciation and anortization expense increased $19.1 mllion or 107.8% from
$17.7 million for the six nmonths ended June 30, 1997 to $36.8 mllion for the six
nmont hs ended June 30, 1998 as a result of an increase in capitalized assets
resulting fromthe Conpany’ s recent acquisition activity.

Due to the above factors, operating i ncone decreased $.6 mllion or 2.9%to $20.6
mllion for six nonths ended June 30, 1998 from$21.2 mllion for the same period
in 1997.

Interest income decreased $1.2 mllion as a result of earnings on excess cash
i nvestments nade during the six nonths ended June 30, 1997 as conpared to the
same period in 1998. Interest expense increased $11.8 nmillion from$15.4 mllion
for the six months ended June 30, 1997 to $27.2 nillion for the sane period in
1998 as a result of interest expense on the 1997 Notes issued by the conpany in
Sept enber, 1997 and additional borrowi ngs under the Conpany’'s bank credit
facility.

-11-



I ncone tax expense decreased $4.8 mllion creating a tax benefit of $1.4 mllion
for the six nonths ended June 30,1998 as conpared to the same period in 1997.
The effective tax rate for the six nonths ended June 30, 1998 is 20.1 %which is
less than the Conpany’'s historical effective tax rate due to pernmanent
di fferences resulting fromnon-deductible anortization of goodw || .

As a result of the above factors, the Conpany recogni zed a net |oss for the six
nont hs ended June 30, 1998 of $5.7 mllion, as conpared to net earnings of $2.9
mllion for the sanme period in 1997.

Three Mont hs Ended June 30, 1998 Compared to Three Months Ended June 30, 1997

Revenues for the three nonths ended June 30, 1998 increased $19.6 nmillion or
39.0%to $69.7 mllion from$50.1 mllion for the sanme period in 1997.

Oper ating expenses, exclusive of depreciation and anortization, for the three
nont hs ended June 30, 1998 increased $10.3 mllion or 39.2%over the sane period
in 1997.

Depreciati on and anortization expense increased $8.2 nmllion or 75.1%from$11.0
mllion for three nonths ended June 30, 1997 to $19.2 nillion for the three
nmont hs ended June 30, 1998.

Operating income increased $1.0 mllion or 7.9%to $13.8 mllion for the three
nont hs ended June 30, 1998 as conpared to $12.8 mllion for the same period in
1997.

Interest expense increased $5.5 mllion from$8.5 mllion for the three nonths
ended June 30, 1997 to $13.9 mllion for the same period in 1998.

The Conpany recogni zed a net loss for the three nonths ended June 30, 1998 of
$1.1 nmillion.

The results for the three nmonths ended June 30, 1998 were affected by the sane
factors as the six npbnths ended June 30, 1998. Reference is made to the
di scussion of the six nmonth results.

LIQU D TY AND CAPI TAL RESOURCES

The Conpany has historically satisfiedits working capital requirements with cash
from operations and revolving credit borrow ngs. Its acquisitions have been
financed primarily with borrowed funds.

On April 1, 1998, the Conpany financed the Farrar Qutdoor acquisitionwith a $6.0
mllion draw under the Previous Revolving Credit Facility and on April 30, 1998,
t he Conpany fi nanced t he acqui sition of Northwest Qutdoor with a $64 m | lion draw
under the Previous Revolving Credit Facility. On May 15, 1998, the Conpany
financed the Odegard Qutdoor acquisition with a draw of $6.0 million under the
Previous Revolving Credit Facility and in June, 1998, the Conpany financed
several acquisitions including Sun Media with draws totaling $30 mllion under
the Previous Revolving Credit Facility.

In June, 1998, the Conpany conpleted a public offering of 6,375,000 shares of
Cass A Common Stock at $29.00 per share. Net proceeds to the Conpany after
underwiting discounts from the equity offering were $177.5 mllion. These
proceeds were used to pay down outstanding bank debt of approximately $173.0
mllion with the remainder used for operations.

In July, 1998, the Conpany entered into a new Bank Credit Agreenent (the “New
Bank Credit Agreenent”) which consists of a commtted $250.0 mllion revol ving
credit facility (the “New Revolving Credit Facility”), a $150.0 mllion term
facility and a $100 million incremental facility funded at the discretion of the
| enders. The New Bank Credit Agreenent replaced the Conpany’s previous bank

-12-



credit facilities. There is currently $62.0 nillion outstandi ng under the New
Revolving Credit Facility.

The Conpany’s net cash provided by operating activities increased to $25.1
mllion for the six nmonths ended June 30, 1998 due prinmarily to an increase in
noncash itens of $19.4 mllion, which is primarily an increase in depreciation
and anortization of $19.1 mllion. The increase in noncash itens was of fset by
a decrease in net earnings of $8.5 nmillion, a decrease in accrued expenses of
$3.6 million and an increase in other assets of $2.4 mllion. There was also a
decrease in receivables of $2. 7 million and an i ncrease i n trade accounts payabl e
of $2.2 million. Net cash used in investing activities decreased $11.7 nillion
from$222.0 mllion for the six nonths ended June 30, 1997 to $210.3 nmillion for
the sanme period in 1998. This decrease was due to a $70.8 mllion decrease in
the purchase of new markets offset by a $9.1 million increase in capital
expendi tures and a $50.9 nillion decrease i n proceeds fromdi sposition of assets.
Net cash provided by financing activities increased $51.5 mllion for the six
nont hs ended June 30, 1998 due to a $179.7 mllion increase in net proceeds from
i ssuance of common stock offset by a $128.0 mllion decrease in net borrow ngs
under credit agreenents.

The Conpany believes that internally generated funds and avail abl e funds under
the New Bank Credit Agreenent will be sufficient for the foreseeable future to
satisfy all debt service obligations, and to finance additional acquisition
activity and current operations.

Requl ati on of Tobacco Adverti sing

Approxi mately 9% of the Conpany’s outdoor advertising net revenues and 8% of
consol i dated net revenues in fiscal 1997 cane fromthe tobacco products i ndustry,
conpared to 10% of outdoor advertising net revenues for fiscal 1996, 9% for
fiscal 1995, 7%for fiscal 1994 and 1993, and 12%for fiscal 1992. The tobacco
percentage for the six months ended June 30, 1998 was approximately 9%
Manuf acturers of tobacco products, principally cigarettes, were historically
maj or users of outdoor advertising displays. Beginning in 1992, the |eading
t obacco conpani es substantially reduced their domestic advertisi ng expenditures
in response to soci etal and governnental pressures and other factors. There can
be no assurance that the tobacco industry will not further reduce adverti sing
expenditures in the future either voluntarily or as a result of governmental
regul ation or as to what affect any such reducti on may have on the Conpany.

In June 1997 several of the major tobacco conpanies in the United States and
nunerous state attorneys general reached agreement on a proposed settlenent of
litigation between such parties. The terns of this proposed settlenent include
a ban on all outdoor advertising of tobacco products comrenci ng ni ne nont hs after
finalization of the settlenment. The settlenent, however, is subject to nunerous
conditions, the nost notable of which is the enactnent of |egislation by the
federal governnment. Such legislationis still pending before Congress. At this
time, it is uncertain when a definitive settlenent will be reached, if at all
or what the ternms of any such settlement will be. An elimnation or reduction
in billboard advertising by the tobacco industry could cause an immediate
reduction in the Conpany’s outdoor advertising revenues and may sinultaneously
i ncrease the Conmpany’s available inventory. An increase in available inventory
could result in the Conpany reducing its rates or limting its ability to raise
rates for sonme period of tine. |If the tobacco litigation settlenent were to be
finalized inits current formand if the Conpany were unable to repl ace revenues
fromtobacco advertising with revenues fromot her sources, such settl enent coul d
have a materi al adverse effect on the Conpany’s results of operations. Wile the
Conpany believes that it would be able to replace a substantial portion of
revenues from tobacco advertising that would be elimnated due to such a
settlenment with revenues from other sources, any replacenent of tobacco
advertising may take tine and require a reduction in advertising rates.
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In addition, the states of Florida, M ssissippi, Texas and M nnesot a have entered
into separate settlenents of litigationwith the tobacco i ndustry. None of these
settlenents is conditioned on federal governnent approval. The Florida and
M ssi ssippi settlenents provided for the elimnation of all outdoor advertising
of tobacco products by February 1998 in such states and at such time all of the
Conpany’ s tobacco bill boards and advertising was renoved. The Texas settl enment
requires the elimnation of all outdoor advertising of tobacco products by June
1998 and the Mnnesota settlenment requires the elimnation of all outdoor
advertising of tobacco products by Novenber 1998. At Decenber 31, 1997, the
Conpany operated approximately 4,249 outdoor advertising displays in seven
markets in Florida and approximately $1.8 mllion of its approxinately $19.2
mllion in net revenues in Florida during 1997 were attributable to tobacco
adverti si ng. At Decenber 31, 1997, the Conpany operated approximately 2,532
out door advertising displays in three markets in M ssissippi and approxi mately
$0.8 nillion of its approximately $10.6 mllion in net revenues in M ssissipp

during 1997 were attributable to tobacco advertising. At Decenber 31, 1997, the
Conpany oper at ed approxi mately 3, 300 out door advertising di splays in six markets
in Texas and approxinmately $0.8 nillion of its approximate $11.0 mllion in net
revenues in Texas during 1997. Although the Conmpany does not operate any out door
adverti sing di splays for tobacco products i n M nnesota, the size and scope of the
M nnesota settlenent, including the ban on tobacco outdoor advertising, may
foreshadowsim | ar settl enments of tobacco-related clains and litigation which my
al so adversely affect outdoor advertising revenues.

New Accounting Pronouncenents

The FASB has issued SFAS No. 131, “Disclosures About Segnents of an Enterprise
and Related Information”, which established a new accounting principle for
reporting informati on about operating segnents i n annual financial statenments and
interimfinancial reports. It also established standards for rel ated di scl osures
about products and services, geographic areas and maj or customers. SFAS No. 131
is effective for fiscal years beginning after Decenber 15, 1997. The Conpany is
currently evaluating the applicability of this standard. However, the Conpany
does not expect a material inmpact on disclosures in the Conpany’ s financial
st at enent s.

The Al CPA has i ssued SOP 98-5, “Reporting on the Costs of Start-Up Activities”,
whi ch requires costs of start-up activities and organi zati on costs to be expensed
as incurred. The statenent is effective for financial statements for fisca
year s begi nni ng after Decenber 15, 1998. At June 30, 1998, the Company esti mates
that $1.3 mllion of capitalized costs are included in intangible assets on the
Conpany’ s bal ance sheet.

| npact of Year 2000

The Company has conducted an assessnent of its software and rel ated systens and
bel i eves they are year 2000 conpliant.

| TEM 3.

QUANTI TATI VE AND QUALI TATI VE DI SCLOSURES ABOUT MARKET RI SKS
Not applicabl e
| TEM 4.

SUBM SSI ON OF MATTERS TO A VOTE OF SECURI TY HOLDERS

The Conpany held its annual neeting of stockhol ders on Thursday, May 21, 1998.
The followi ng represents the results of the proposals submtted to a vote of
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security hol ders:

Proposal to Elect Directors

The foll owi ng persons were elected to the Conpany’s Board of Directors for a
termof office expiring at the Conpany’s 1999 Annual Meeting of Stockhol ders:

Vot es Cast For Votes Wthheld

Kevin P. Reilly, Jr. 213, 088, 524 5, 650
Keith A lIstre 213, 088, 524 5, 650
Charles W Lamar, 111 213, 088, 524 5, 650
Cerald H Marchand 213, 088, 056 6, 118
Jack S. Rome, Jr. 213, 088, 524 5, 650
Wlliam R Schm dt 213, 088, 524 5, 650
T. Everett Stewart Jr. 213, 088, 524 5, 650

There were no abstentions or broker non-votes.
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PART Il - OTHER | NFORNMATI ON

I[tem 6. Exhi bits and Reports on Form 8-K
(a) Exhi bits
Exhi bit 10.1 Bank Credit Agreenent dated as of July 16, 1998 between
Lamar Adverti sing Conpany, certain of its subsidiaries,
the lenders who are parties thereto and The Chase
Manhattan Bank, as administrative agent. Filed
herewi t h.
Exhibit 27.1 Fi nanci al Data Schedule. Filed herewth.
Exhi bit 99.1 I mportant Factors Regardi ng Forward Looking Statenents
Filed herewth.
(b) Reports on Form 8-K
Reports on Form8-Kwere filed with the Conm ssi on during the second
quarter of 1998 to report the following itenms as of the dates
i ndi cat ed:

On April 17, 1998 the Conpany filed an 8-K/A in order to
update the information previously filed with the Comm ssion at
pages 21 to 27 to the Registration Statement on FormS-4 (File
No. 333-39729) of the Conpany, which Registration Statenent
was decl ared effective by the Conm ssi on on Novenber 12, 1997,
the Conpany filed as Exhibit 99.1 an unaudited pro forma
consol i dated statenment of earnings (loss) for the year ended
Decenber 31, 1997, giving effect to the acquisition of Penn
Advertising, Inc. and National Advertising Conpany, as if each
had occurred on January 1, 1997 using the purchase nethod of
accounti ng.

On June 5, 1998, the Conpany filed an 8-Kin order to furnish
certain exhibits for incorporation by reference into (a) the
Regi stration Statenment on Form S-3 of the Conpany previously
filed with the Commssion (File No. 333-50559), which
Regi stration Statenment was declared effective by the
Commission on April 28, 1998 and (b) the Registration
Stat enent on FormS-3 of the Conpany previously filed with the
Conmi ssion (File No. 333-52851), which Registration Statenent
was decl ared effective by the Comm ssion on May 18, 1998, the
Conpany filed (i) an Underwiting Agreenent dated June 5, 1998
anong t he Conpany, certain selling stockhol ders of the Conpany
and the several Underwiters as Exhibit 1.1 to each of such
Regi stration Statenents and the Selling Stockhol der
Regi stration Statenment and (ii) an opinion of Pal mer & Dodge
LLP, counsel to the Conpany, regarding the validity of certain
shares of the Conpany’s C ass A Common Stock, $.001 par val ue
per share, to be sold by the Company pursuant to the
Underwiting Agreenent as Exhibit 2 to the Conpany
Regi stration Statenment on Form S3 (File No. 333-50559).

On June 25, 1998, the Conpany filed an 8-K to indicate that
t he Conpany’ s di scussi ons concerni ng t he proposed acqui sition
of another outdoor advertising conpany which were described
under the caption “Recent Devel opments—Qher Acquisition
Activity” in the Prospectus Suppl ement to t he Prospectus dated
April 28, 1998 and the Prospectus dated May 18, 1998 filed by
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the Conpany pursuant to Rule 424(b)(5) under the Securities
Act of 1933 on June 8, 1998 had been term nated, yet the
Conpany was continuing to pursue acquisitions as part of its
busi ness strat egy.

S| GNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the
registrant has duly caused this report to be signed on its behalf by the
under si gned t hereunto duly authori zed.

LAVAR ADVERTI SI NG COVPANY

DATED: August 10, 1998 BY: /s/Keith Istre
Keith A lIstre
Chi ef Financial and Accounting
Oficer and Director
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