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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)
Sept enber 30, Decenber 31
1998 1997
ASSETS
Cash and cash equival ents $ 6,224 $ 7,246
Recei vabl es
Trade accounts, net 33,730 29, 854
Affiliates, related parties
and enpl oyees 277 788
Q her 274 1,284
Net receivabl es 34, 281 31, 926
Prepai d expenses 10, 316 9,112
O her current assets 2,718 1,136
Total current assets 53,539 49,420
Property, plant and equi prent 542, 540 429, 615
Less accunul at ed depreciation
and anortization (141, 322) (113, 477)
Net property, plant and equi prent 401, 218 316,138
I nvest nent securities - - 679
I nt angi bl e assets 392, 691 278,923
Recei vabl es - noncurrent 1, 938 1, 625
O her assets 17,152 4,551
Total assets 866, 538 651, 336
LIABI LI TIES AND STOCKHO.DERS' EQUI TY
Current liabilities:
Trade accounts payabl e 4,133 3,308
Accrued expenses 19, 587 14, 804
Current maturities of long-term
debt 3, 950 5, 109
Def erred income 9,718 7,537
Total current liabilities 37, 388 30, 758
Long-t erm debt 562, 343 534, 091
Def erred income 1,012 837
Qher liabilities 2,959 2,250
Deferred tax liability 10,713 14,687
Total liabilities 614, 415 582, 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)
Sept enber 30, Decenber 31
1998 1997

St ockhol ders’ Equity:
C ass A preferred stock, par val ue

$638, $63.80 cumnul ative divi dends,

aut hori zed 10, 000 shares; 5,719.49

shares i ssued and outstandi ng at

Sept enber 30, 1998, and Decenber 31

1997 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, 937, 996

shares and 28, 453, 805 shares at

Sept enber 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

Sept enber 30, 1998, and 18, 762, 909 at

Decenmber 31, 1997 18 19
Addi tional paid-in capital 283, 137 95, 691
Accumul ated deficit ( 34,717) ( 30, 320)
Accumul at ed ot her conprehensive i ncone

Unrealized | oss on investnent

securities net of deferred tax

benefit - - ( 354)

St ockhol ders’ equity 252,123 68,713
Total liabilities and
stockhol ders’ equity $_866, 538 651, 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)

Three Mont hs Ended

Sept enber 30,
1998 1997
Net Revenues $ 73,528 $__ 55,485
Qper ati ng expenses
Qut door adverti sing:
D rect adverti sing
expenses 22, 257 16, 511
Selling, general and
adm ni strative expenses 14,954 12,554
Depreci ati on and
anortization 20, 224 14, 058
57,435 43,123
Qper ating | ncone 16, 093 12,362
Non- oper ating (incone)
expense:
I nterest income ( 123) ( 178)
I nterest expense 12,116 10, 356
Loss (gain) on disposition
of assets 81 ( 143)
O her expenses 151 140
12, 225 10,175
Earni ngs (1 oss) before
i ncone taxes 3, 868 2,187
I ncone tax expense 2,239 1,180
Net earni ngs (I oss) 1,629 1, 007
Preferred stock dividends 91 91
Net earni ngs (I oss)
applicable to comon stock 1,538 916
Net earnings (Il oss) per
common share - basic .03 .02
Net earnings (loss) per
common share - diluted .03 .02
Wei ght ed average conmon
shar es out st andi ng 54,005, 114 46, 979, 499
I ncrenental common shares from
dilutive stock options 596, 604 958, 854
Wi ght ed average conmon
shares assunming dilution 54,601,718 47,938, 353

N ne Mont hs Ended
Sept enber 30,

1998

$_201, 600

64, 696
43,178

57,053
164, 927

36, 673

( 359)
39, 357

619
272
39, 889

( 3,216)
816

(_4,032)

365
(_4.397)
(.09
(.09

50, 076, 742

50, 076, 742

1997

$_143, 440

45, 461
32,635

31, 785
109, 881

33, 559

( 1,599)
25, 760

599
317
25, 077

8,482

4,594

3, 888

365

3,523

.07

.07

47, 065, 080
903, 080

47,968, 160




LAVAR ADVERTI SI NG COVPANY AND
SUBSI DI ARI ES
CONDENSED CONSOLI DATED STATEMENTS OF COMPREHENSI VE | NCOVE

((UNAUDI TED)
(I N THOUSANDS)

Three Mont hs Ended N ne Mont hs Ended
Sept enber 30, Sept enber 30,
1998 1997 1998 1997
Net earnings (loss) applicable
to comon stock $ 1,538 $ 916 $ ( 4,397) $ 3,523
O her conprehensive incone -
unreal i zed | oss on investnent
securities (net of deferred
tax benefit (expense) of -0-
and (89) for the three nonths
ended Septenber 30, 1998 and 1997,
respectively and 217 and 435 for
t he ni ne nonths ended Septenber
30, 1998 and 1997, respectively.) - 0- 145 354 ( 711)
Conpr ehensi ve i ncome (| o0ss) 1,538 1,061 (_4,043) 2,812



LAVAR ADVERTI SI NG COVPANY AND
SUBSI DI ARI ES

CONDENSED CONSQOLI DATED STATEMENTS OF CASH FLOAS

((UNAUDI TED)
(I N THOUSANDS)

N ne Mont hs Ended
Sept enber 30, 1998

N ne Mont hs Ended
Sept enber 30, 1997

CASH FLOAS FROM OPERATI NG ACTIVI TI ES

Net earnings (|oss) $( 4,032

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

Depreciation and anortization 57, 053
Loss on disposition of assets 619
Def erred taxes ( 2,548)
Provi sion for doubtful accounts 1, 265

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

Recei vabl es ( 1,520)
Prepai d expenses ( 714)
QO her assets 978
I ncrease (Decrease) in:

Trade accounts payabl e 770
Accrued expenses 1, 288
Oher liabilities ( 144)
Def erred i ncone 2,252
Net cash provi ded by operating

activities 55, 267

CASH FLOAS FROM | NVESTI NG ACTI VI TI ES

I ncrease in notes receivable ( 280)
Acqui sition of new markets (220, 780)
Capi tal expenditures ( 40, 148)
Proceeds from disposition of assets 1,419

Net cash used in investing activities (259, 789)

$ 3,888
31, 785
599

( 1,297)
985
(8,295)
93

( 816)
( 42)
9,917

9

533

37, 359

( 1,338)
(374, 733)
( 24, 664)
54, 352
(346, 383)



LAVAR ADVERTI SI NG COVPANY AND
SUBSI DI ARI ES

CONDENSED CONSQOLI DATED STATEMENTS OF CASH FLOAS

( UNAUDI TED)
(1 N_THOUSANDS)

N ne Mont hs Ended
Sept enber 30, 1998

N ne Mont hs Ended
Sept enber 30, 1997

CASH FLOAS FROM FI NANCI NG ACTI VI TI ES

Debt issuance costs ( 2,503)
Net proceeds fromissuance of comon stock 181, 450

Princi pal paynments on | ong-term debt ( 4,152)
Proceeds fromissuance of notes payabl e 70
Net borrowi ngs under credit agreenents 29, 000
Proceeds from note offering - -

Di vi dends ( 365)

Net cash provided by financing activities 203,500
Net decrease in cash and cash equival ents ( 1,022

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, 224

SUPPLEMENTAL DI SCLOSURES OF CASH FLOW | NFORVATI ON:

Cash paid for interest $_ 37,328

Cash paid for state and
federal incone taxes $ 6,129

( 5,250)
965

( 3,163)
34

47, 000
193, 426
( 365)
232, 647

( 76, 377)

81, 007

4,630

$_ 19,050

$_ 4,244



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 statenents 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 conmputed in accordance with SFAS No. 128, “Earni ngs Per
Share.” SFAS No. 128 requires the repl acenment 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 conformw th the current year presentation. These reclassifi-
ations had no effect on previously reported net earnings.

New Accounti ng 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 organizational costs, be expensed as incurred. At
Sept enber 30, 1998, the Conpany estimates that $1, 240, of such capitalized costs
are included in intangi bl e assets on the Conpany’s bal ance sheet.

Effective January 1, 1998, the Conpany 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 common stock of Wreless One, Inc., a publicly-held conpany in
the wirel ess cabl e busi ness. The fornmer 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 Company 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 rel ated outdoor advertising conpani es (Pioneer Advertising Conpany, Superior
Qut door Advertising Conpany and Over | and Qut door Adverti sing Conpany, Inc.) |ocated
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 Qutdoor Advertising, L.L.C. for a cash purchase price of approxi mately
$70,000. The acquired displays are located in the states of Washi ngton, Montana,
Oregon, |daho, Wom ng, Nebraska, Nevada and Ut ah

On May 15, 1998, the Conpany purchased the assets of Odegard Qutdoor Adverti sing
L.L.C., for a cash purchase price of approxinmtely $8,500. Thi s acquisition
i ncreases the Conpany’s presence in the Kansas Cty, Mssouri market.

On May 29, 1998, the Conpany entered into an agreenment to purchase from Rainier
Evergreen, Inc. or through it’'s affiliates (i) all of the issued and outstandi ng
conmon stock of American Signs, Inc., (ii) the assets of the Sun Media division and
(iii) the assets of Sun Media of the Rockies, Inc. The asset purchases were cl osed
on that date; while the stock purchase was del ayed due to | ease transfer issues
i nvolving the Bureau of Interior Affairs. The stock purchase was conpleted in
Sept enber, 1998. The total purchase price was $26,550. The acquisition gives the
Conpany a presence in Tacoma, Washi ngton

On Septenber 1, 1998, the Conpany entered into an agreenment to purchase all of the
out door advertising assets of N chols & Vann Advertising. The Conpany paid a cash
purchase price of $11,000 which is held on deposit as of Septenmber 30, 1998. This
acqui sition increases the Conpany’s presence in Buffal o and Rochester, New York

During t he ni ne nont hs ended Sept enber 30, 1998, t he Conpany conpl eted 46 additi onal
acqui sitions of outdoor advertising assets, none of which were individually
significant, for an aggregate cash purchase price of approximately $62 mllion and
i ssuance of 63,005 shares of O ass A comon stock val ued at approxi mately $2, 400.

Each of these acquisitions were accounted for under the purchase nethod of
accounting, and accordingly, the acconpanying financial statenments 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 market value at the dates of acquisition. The following is a sumary
of the allocation of the acquisition costs in the above transactions.

Current assets $ 3,136
Property, plant and equi prent 75, 476
O her assets 11, 059
I nt angi bl e assets 141, 129
Current liabilities 2,929
Long termliabilities 723



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 statenent of operations data for the
t hree nont hs ended Sept enber 30, 1998 and 1997, and the ni ne nont hs ended Sept enber 30,

1998 and 1997 as if each of the above acquisitions and the acquisitions occurring in
1997, which are discussed in the Company’s Decenber 31, 1997 Consolidated Financia

St at enents, had been consummated as of January 1, 1997.

This pro forma informati on does not purport to represent what the Conpany's results of
operati ons actual |l y woul d have been had such transacti ons occurred on t he date specified
or to project the Conpany's results of operations for any future periods.

Three Mont hs Ended Ni ne Mont hs Ended
Sept enber 30, Sept enber 30,
1998 1997 1998 1997

Revenues, net $ 74,194 $ 66,485 $_ 210,946  $_195,122
Net earnings (loss) applicable

to common st ock 1,422 (2,056) (6,870) (10, 037)
Net earnings (loss) per

common share - basic .03 (__.04) (__.14) ( .21)
Net earnings (loss) per

comon share - diluted .03 (.04 (__.14) ( .21)
3. Summarized Financial Information of Subsidiaries

Separate financial statements of each of the Conpany's direct or indirect wholly owned
subsidiaries that have guaranteed the Conpany's obligations with respect to the 1996
Not es and 1997 Notes (collectively, the "Guarantors") are not included herein because
the Guarantors are jointly and severally |Iiabl e under the guarantees, and t he aggregate
assets, liabilities, earnings and equity of the Guarantors are substantially equival ent
to the assets, liabilities, earnings and equity of the Conpany on a consolidated basi s.

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

Sept enber 30, Decenber 31
Bal ance Sheet Infornation: 1998 1997
(Unaudi t ed)
Current assets 235 237
Total assets 285 290
Total liabilities - 7
Venturers’ equity 285 283
| ncone Statenent |nfornation: Ni ne Mont hs Ended Sept enber 30,
1998 1997
(Unaudi t ed)
Revenues 748 677
Net i ncone 416 354



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 ders’ 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. Credit Agreenent

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 (the
“TermFacility”) and a $100,000 i ncrenmental facility funded at the discretion of
the | enders. As of Septenber 30, 1998, the Conpany had borrow ngs under the New
Bank Credit Agreement of $88 mllion under the Revolving Credit Facility. The
New Bank Credit Agreement replaced the Conpany’ s previous Bank Credit Facility.

The revolving credit |oans and term | oans begin anortizing in March 2000 and
Sept enber 2000, respectively, and mature on Decenber 31, 2005. Term |l oans may
be requested under the Term Facility at any time prior to June 30, 1999 and
revolving credit | oans nmay be requested under the New Revolving Credit Facility
at any tinme prior to maturity. The | oans bear interest, at the Conpany *s opti on,
at the LIBOR Rate or Chase Prinme Rate plus applicabl e margins, such margi ns bei ng
set fromtime to tine based on the Conpany *s ratio of debt to trailing twelve
nmont h EBI TDA. EBITDA is operating i ncome before depreciation and anortizati on,
a comonly used neasure of financial performance. LIBORis the London Interbank
Ofered rate, a commonly used reference for variable interest rates. The New
Bank Credit Agreenent contains restrictive covenants conparable to those under
the prior agreenent and of a sort customary in credit facilities for outdoor
adverti si ng conpani es.

In Septenber 1998 the Conpany entered into an Amendrment No. 1 to Amended and
Restated Credit Agreement pursuant to which the New Bank Credit Agreenent was
amended to facilitate the acquisition of Qutdoor Communications, Inc. (“OCl”),
whi ch was conpl eted on Cctober 1, 1998.

6. Subsequent events

On Cctober 1, 1998, the Company purchased all of the outstanding stock of OCl for
a purchase price of $385,000. The purchase price incl uded approxi mately $235, 000
in cash, the assunption of OCl debt of approximtely $105,000 and the issuance
of notes in the aggregate amount of $45,000 to certain principal stockholders of
OCl. Pursuant to this acquisition, the Conpany acquired approxi mately 14,700
di splays in 12 states.

Funds for this acquisition were provided fromborrow ngs under the New Revol vi ng
Credit Facility and the Term 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 nine nonth and three nonth periods ended
Sept enber 30, 1998 and 1997. This di scussion should be read in conjunction with
t he consolidated financial statements of the Conpany and the rel ated notes.

The follow ng discussion is a summary of the key factors management 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 descri bed 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

Ni ne Mont hs Ended Septenber 30, 1998 Conmpared to Ni ne Mnths Ended Septenber

30, 1997

Net revenues increased $58.2 nillion or 40.5% to $201.6 nmillion for the nine
nmont hs ended Septenber 30, 1998 as conpared to the sane period in 1997. This
increase was primarily the result of (i) a $56.0 mllion increase in billboard
net revenues, and (ii) a $2.5 mllion increase in |ogo sign revenue due to the
conpl etion and devel opnent 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 $29.8
mllion or 38.1%for the nine nonths ended Septenber 30, 1998 as conpared to the
same 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.

Depreciati on and anortizati on expense i ncreased $25.3 m|llion or 79.5%from$31. 8
mllion for the nine nonths ended Septenber, 30, 1997 to $57.1 mllion for the
ni ne nont hs ended Septenber 30, 1998 as a result of an increase in capitalized
assets resulting fromthe Conpany’s recent acquisition activity.

Due to the above factors, operating incone increased $3.1 mllion or 9.3% to
$36.7 million for nine nonths ended Sept enber 30, 1998 from$33.6 mIlion for the
same period in 1997.

Interest inconme decreased $1.2 mllion due to |ower excess cash bal ances
avail able for investnent during the nine nonths ended Septenber 30, 1998 as
conpared to the sane period in 1997. |Interest expense increased $13.6 mllion
from$25.8 mllion for the nine nonths ended Septenber 30, 1997 to $39.4 million
for the sane period in 1998 as a result of interest expense on the 1997 Notes
i ssued by the conpany in Septenber, 1997 and additional borrow ngs under the
Conpany’s bank credit facility to finance acquisitions.

I ncone tax expense decreased $3.8 nillion creating income tax expense of $.8
mllion for the nine nonths ended Septenber 30,1998 as conpared to the sane
period in 1997. The Conpany recorded incone tax expense for the nine nonths
ended Septenber 30, 1998, due to pernmanent differences resulting from non-
deducti bl e goodwi | I .

-11-



As a result of the above factors, the Conpany recogni zed a net |oss for the nine
nont hs ended Septenber 30, 1998 of $4.0 nmillion, as conpared to net earnings of
$3.9 nillion for the sane period in 1997.

Three Mont hs Ended Septenber 30, 1998 Conpared to Three Months Ended Sept enber

30, 1997

Net revenues for the three nonths ended Septenber 30, 1998 increased $18.0
mllion or 32.5%to $73.5 mllion from$55.5 nmillion for the sane period in 1997.

Oper ati ng expenses, exclusive of depreciation and anortization, for the three
nont hs ended Septenber 30, 1998 increased $8.2 mllion or 28.0% over the sane
period in 1997.

Depreciati on and anortization expense increased $6.2 nillion or 43.9%from$14. 1
mllion for three nonths ended Septenber 30, 1997 to $20.2 mllion for the three
nont hs ended Sept enber 30, 1998.

Operating income increased $3.7 nmillion or 30.2%to $16.1 mllion for the three
nont hs ended Sept enber 30, 1998 as conpared to $12.4 mllion for the sane period
in 1997.

I nterest expense increased $1.8 mllion from$10.4 mllion for the three nonths
ended Septenber 30, 1997 to $12.1 mllion for the same period in 1998.

The Conmpany recogni zed net earni ngs for the three nont hs ended Sept enmber 30, 1998
of $1.6 mllion as conpared to net earnings of $1.0 mllion for the three nonths
ended Sept enber 30, 1997.

The results for the three nmonths ended Septenber 30, 1998 were affected by the
same factors as the nine nonths ended Septenber 30, 1998. Reference is nade to
the di scussion of the nine nonth 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.

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”) in replacenment of its previous Agreenent. The New Bank
Credit Agreement consists of a conmitted $250,000 revolving credit facility (the
“New Revolving Credit Facility”), a $150,000 termfacility (the “TermFacility”)
and a $100, 000 i ncrenental facility funded at the discretion of the |l enders. The
revolving credit loans and term |oans begin anortizing in Mrch 2000 and
Sept enber 2000, respectively, and mature on Decenber 31, 2005. Term |l oans may
be requested under the Term Facility at any time prior to June 30, 1999 and
revolving credit | oans nmay be requested under the New Revolving Credit Facility
at any tinme prior to maturity. The | oans bear interest, at the Conpany *s opti on,
at the LIBOR Rate or Chase Prinme Rate plus applicabl e margins, such margi ns bei ng
set fromtine to tinme based on the Conpany*s ratio of debt to trailing twelve
nmont h EBI TDA. EBITDA is operating i ncome before depreciation and anortizati on,
a comonly used neasure of financial performance. The New Bank Credit Agreenent
contains restrictive covenants conparabl e to those under the prior agreenent and
of a sort customary in credit facilities for outdoor advertising companies.

On August 31, 1998, the Conpany financed the deposit related to the N chols and
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Van acquisition with a $10.0 mllion draw under the New Revolving Credit
Facility. In Septenber, 1998 the Conpany financed two acquisitions, Johnstown
Post er and Advant age Qutdoor, with draws under the New Revolving Credit Facility
totaling $10.0 mllion.

On Cctober 1, 1998, the Conpany financed the cash portion of the purchase price
for the acquisition of Qutdoor Communications, Inc. (“OCl") with a $85.0 million
draw under the New Revolving Credit Facility and a $150.0 m|lion draw under the
Term Facility. The Conpany also assumed $105.0 million of 9 1/4% Seni or
Subordi nated Notes due 2007 previously issued by OCl and issued approximtely
$45.0 nmillion in notes to the three principal shareholderss of OCl. The notes
i ssued to the forner OCl stockhol ders are guaranteed by letters of credit issued
agai nst the Conpany’s Bank Credit Agreenent and are due January, 1999. There is
currently $169.0 mllion outstandi ng under the New Revolving Credit Facility and
$150 nmillion outstanding under the Term Facility.

The Conpany’s net cash provided by operating activities increased to $55.3
mllion for the ni ne nonths ended Septenber 30, 1998 due primarily to an i ncrease
in noncash itens of $24.3 mllion, whichis primarily an increase in depreciation
and anortization of $25.3 million offset by a change in deferred taxes of $1.3
mllion. The increase in noncash itens was of fset by a decrease in net earnings
of $7.9 mllion, a decrease in accrued expenses of $8.6 million and an increase
in other assets of $1.8 nmillion. There was also a decrease in receivabl es of
$6.8 mllion and an increase in deferred income of $1.7 mllion. Net cash used
ininvesting activities decreased $86.6 mllion from$346.4 mllion for the nine
nont hs ended Septenber 30, 1997 to $259.8 nillion for the same period in 1998.
Thi s decrease was due to a $154.0 nillion decrease in the purchase of new nmarkets
offset by a $15.5 nmillion increase in capital expenditures and a $52.9 mllion
decrease in proceeds fromdi sposition of assets. Net cash provided by financing
activities decreased $29.1 million for the nine nmonths ended Septenber 30, 1998
due to a $180.5 million increase in net proceeds fromissuance of common stock
offset by a $18.0 nillion decrease in net borrow ngs under credit agreenents, a
$193.4 mllion decrease in proceeds from note offering and a $2.7 mllion
decrease in debt issuance costs.

The Conpany believes that internally generated funds and avail abl e funds under
the New Bank Credit Agreement will be sufficient to satisfy all debt service
obligations, and to finance additional acquisition activity and current
oper ati ons.
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Requl ati on of Tobacco Adverti sing

Potential Elimnation or Reduction of Tobacco Adverti sing

Manuf acturers of tobacco products, mainly cigarettes, were historically najor
users of outdoor advertising displays. Beginning in 1992, the | eadi ng tobacco
conpani es substantially reduced their domestic advertising expenditures in
response to soci etal and governnental pressures and other factors. The Conpany *s
revenues fromthe tobacco products industry are depicted in the follow ng table.

Peri od ended Qut door Adverti sing
Net Revenues

Sept enber 30, 1998 8%
Decenber 31, 1997 9%
Cct ober 31, 1996 10%
Cct ober 31, 1995 9%
Cct ober 31, 1994 7%
Cct ober 31, 1993 7%
Cct ober 31, 1992 12%

As you can see from the table, the percentage of the Conpany *s adverti sing
revenues that come fromthe tobacco products i ndustry has decreased over the | ast
several years. The tobacco industry could further decrease its outdoor
advertising expenditures voluntarily or as a result of governmental regul ation.
The Conmpany is not certain what affect any such reduction would have on our
oper ati ons.

I n June 1997 several of the major tobacco conpanies inthe United States that had
been sued by nunerous state attorneys general reached agreement on a proposed
settlement. The terns of this proposed settl enent included a ban on all outdoor
advertising of tobacco products conmenci ng ni ne nonths after finalization of the
settlement. The settlenment, however, was subject to nunerous conditions, nost

importantly the enactment of legislation by the federal governnent. The
settlement collapsed in June 1998 after Congress failed to enact the required
legislation. The bill was resubmtted to the Senate Commerce Committee, but

further action is uncertain.

In Cctober 1998, the tobacco conpani es and attorneys general of 38 states began
di scussing a new national tobacco settlenment. Under the ternms of the proposed
pl an, tobacco conpani es woul d di sconti nue all advertising on billboards. At this
time the timng and terns of any definitive settlenment are uncertain. |If the
tobacco industry elimnates or reduces billboard advertising, the Conpany *s
out door advertising revenues could decrease imediately and the Conpany *s
avai l able inventory could increase. An increase in available inventory could
cause the Conpany to reduce our rates or limt the Conpany *s ability to raise
rates for some period. If a new tobacco settlenment were finalized according to
the proposed terns and i f t he Conpany was unabl e to repl ace revenues fromtobacco
advertising, the proposed settlenent would have an adverse effect on the
Conpany*s results of operations. While the Conpany believes that it would be
able to replace a substantial portion of the tobacco advertising revenues that
woul d be elimnated, the Conpany cannot guarantee that it will be able to do so
or do so at conparable advertising rates.
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The states of Florida, Mssissippi, Texas and M nnesota have reached separate
settlements of litigation with the tobacco i ndustry. These settlenents were not
conditioned on federal government approval. The Florida and M ssissippi
settlements provided for the elimnation of all outdoor advertising of tobacco
products by February 1998 and t he Texas settl enment requires renoval by June 1998.
The Company renoved all of its tobacco billboards and advertising in Florida,
M ssissippi and Texas in conpliance with those settlenment deadlines. The
M nnesota settlenent requires the elimnation of all outdoor advertising of
t obacco products by Novenber 1998. The followi ng table sets forth information
about the Conmpany*s advertising markets in Florida, M ssissippi and Texas at
Decenber 31, 1997.

State # of # of Markets Tot al Portion of

Adverti sing inthe State Adverti sing Tot al

Di spl ay Revenues in Adverti sing

State Revenues from
(in nillions) Tobacco

Adverti sing
Fl ori da 4, 253 7 $19.2 $1.8
M ssi ssi ppi 2,532 3 $10.6 $0. 8
Texas 3, 300 6 $11.0 $0.8

Bef ore the Conpany*s acqui sition of Qutdoor Communications, Inc. on Cctober 1,
1998, the Conpany did not have any outdoor advertising displays for tobacco
products in Mnnesota. By acquiring Qutdoor Conmunications, Inc. the Conpany
acquired 1,329 outdoor advertising displays, some of which were used for
adverti sing tobacco products. However, we renoved all of our outdoor adverti sing
di spl ays for tobacco products in Mnnesota before the settlenent deadline of
Novenber 1998.

Al t hough t he Company has renoved all of our tobacco advertising in states where
settlements are in place, the size and scope of the M nnesota settlenent, which
i ncludes the ban on all outdoor tobacco advertising, may foreshadow simlar
settlements of tobacco-related litigation in other states, which may adversely
af fect the Conpany*s outdoor advertising revenues.

New Accounti ng 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 begi nning after Decenber 15, 1997. The Conpany is
currently evaluating the applicability of this standard. However, the Conpany
does not expect a material inpact on disclosures in the Conpany’ s financial
st atenent 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 statenment is effective for financial statenments for fiscal
years begi nning after Decenber 15, 1998. At Septenber 30, 1998, the Conpany
estimates that $1.24 nillion of capitalized costs are included in intangible
assets on the Conpany’s bal ance sheet.

| npact of Year 2000
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The year 2000 issue is the result of the devel opnent of conputer prograns and
systens using two digits rather than four digits to define the applicable year
Conput er progranms and equi prent with time-sensitive software nmay recogni ze the
date using “00" as the year 1900 rather than the year 2000. This could result
in a system failure or mscalculations causing disruptions to business
operati ons.

The Company has conducted an assessnent of its software and rel ated systens and
bel i eves they are year 2000 conpliant. The Conpany’s year 2000 effort also
i ncl uded conmuni cation with all significant third party vendors and custonmers to
determne the extent to which the Conpany’s systens are vulnerable to those
parties’ failure to reach year 2000 conpliance. There can be no guarantee that
the Company’s third party vendors or custoners will be year 2000 conpliant on a
timely basis and that failure to achieve conpliance would not have a materia
adverse inmpact on the Conpany’s busi ness operations.

The Company believes that it is difficult to fully assess the risks of the year
2000 problem due to nunerous uncertainties surrounding the issue. Managenent
believes that primary risks are external to the Conpany and relate to the year
2000 readiness of its third party business partners.

Accordingly, the Conpany plans to devote the resources it concludes are
appropriate to address all significant year 2000 issues in a tinmely nmanner

| TEM 3.
QUANTI TATI VE AND QUALI TATI VE DI SCLOSURES ABOUT MARKET RI SKS
Not applicabl e

PART Il - OTHER | NFORNMATI ON

| TEM 2.
CHANGES I N SECURI TI ES AND USE OF PROCEEDS

In July 1998 the Conpany issued an aggregate 63,005 shares of Cass A Conmon
Stock to Gshel B. Craigo and Thomas Susman for a purchase price of $37.39 per
share. Messrs. Craigo and Susman were the sole stockhol ders of Mountai neer
Qutdoor Sign, Inc., which was acquired by the Conpany in July 1998, and such
shares were i ssued to themas paynment of the purchase price of approxi mately $2.4
mllion for such acquisition. These shares were issued in reliance on the
exenption provided for private placenments under Section 4(2) of the Securities
Act of 1933, as amended.

| TEM 4.
SUBM SSI ON OF MATTERS TO A VOTE OF SECURI TY HOLDERS
None
| TEM 6.
EXH BI TS AND REPORTS ON FORM 8- K
(a) Exhi bits
2.1 St ock Purchase Agreenent dated as of August 10, 1998 by and

among the Conpany, OC and the stockholders of OC.
Previously filed as Exhibit 2.1 to the Conpany’s current
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report on Form 8-K (File No. 0-20833) filed on Cctober 15,
1998 and i ncorporated herein by reference.

First Amendnent to the Stock Purchase Agreement dated August
25, 1998 by and anong t he Conpany, OCI and t he stockhol ders of
OCl. Previously filed as Exhibit 2.2 to the Conpany’s current
report on Form 8-K (File No. 0-20833) filed on Cctober 15,
1998 and i ncorporated herein by reference.

Second Anmendnent to the Stock Purchase Agreenent dated
Sept enber 30, 1998 by and anong the Company, OCl and the
stockhol ders of OCI. Previously filed as Exhibit 2.3 to the
Conpany’s current report on Form8-K (File No. 0-20833) filed
on Cctober 15, 1998 and incorporated herein by reference.

Indenture dated August 15, 1997, relating to Qutdoor
Comuni cations, Inc. 9 %% Seni or Subordi nat ed Not es. Filed
her ewi t h.

Suppl emental I ndenture to the Indenture dated August 15, 1997
among  Qut door Conmuni cat i ons, I nc., certain of its
subsidiaries and First Union National Bank, as Trustee, dated
Cctober 1, 1998. Filed herewth.

Suppl emental I ndenture to the Indenture dated August 15, 1997
anmong  Qut door Conmuni cat i ons, I nc., certain of its
subsidiaries and First Union National Bank, as Trustee, dated
Cctober 23, 1998. Filed herewth.

Suppl emental Indenture to the Indenture dated Novenber 15,
1996 anong the Conpany, certain of its subsidiaries and State
Street Bank and Trust Company, as Trustee, dated Cctober 23,
1998. Filed herew th.

Suppl errental Indenture to the Indenture dated Septenber 25,
1997 anong t he Conpany, certain of its subsidiaries and State
Street Bank and Trust Company, as Trustee, dated Cctober 23,
1998. Filed herew th.
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10.1 Amendnent No. 1 to the Amended and Restated Bank Credit
Agreenent dated Septenber 15, 1998, between the Conpany,
certain of its subsidiaries, the | enders party thereto and The
Chase Manhattan Bank, as administrative agent. Fil ed
herewi t h.

27.1 Financial Data Schedule. Filed herewith.

99.1 Inportant Factors Regardi ng Forward Looki ng Statenents. Fil ed
herewi t h.

(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 itens as of the dates
i ndi cat ed:

On August 14, 1998, the Conmpany filed an 8-K to announce t hat
it had entered into a definitive agreenent to purchase all of
t he out standi ng capital stock of Qutdoor Communications, Inc.
for a purchase price of approximately $385 mllion consisting
of cash and the assunption of debt. This acquisition consists
of approximately 14,700 displays in 12 states. Among the
markets included in this acquisition are the follow ng:
Bi rmi ngham AL; Huntsville, AL; Tuscal oosa, AL; Athens, GA

Ronme, GA; Decatur, |l; Paducah, KY; Duluth, M\; St. Coud, M\
Sagi naw, M; Corinth, M5, Traverse GCty, M and Johnson G ty,
TN.

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: Novenber 11, 1998 BY: /s/Keith A lIstre
Keith A Istre
Chi ef Financial and Accounting
Oficer and Director
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