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that it is able to negotiate favorable terms for the acquisition of programming. Moreover, each station
emphasizes control of its programming and operating costs through program specific profit analysis,
detailed budgeting, tight control over staffing levels and expense analysis.

Acquisition Strategy

In addition to the stations included in the Proposed Acquisitions, the Company seeks to identify
and acquire under-performing television stations in larger mid-size markets (principally the 10th through
the 50th largest advertiling markets). The Company~ that stations located in the larger mid-size
markets offer the best opportunity to achieve growth In market share and broadcast advertising reve­
nues. Additional factors considered by the Comp8ny In a potenUaI acqullltton Inetude geographic loca­
tion, demographic pralle and competitive dynamicI of the rn8Iket. The Company hal considered these
factors In determining whether to enter Into the PropoIId AcqutIItionI. Other than the stations included
in the Proposed Acquisitions, the Company hat no commitmenll, understandings or agreements to
acquire any broadcast property. There can be no assurance that the Comp8ny will consummate the
Proposed Acquisitions or that it will be able to identtfy and acquire additional broadcast properties.

Fox Atnlldon

Each of the Company's current statIone, at well at the two ItaUont proposed to be acquired,
WCGV and WlTO, .. aftIIated W!th Fox pc.nuIII1t to the ....tian ag,...",.. delcrlbed bebw. The
Fox television network commencec:J operatlonlln OCtober 1988. DurIng this period, Fox hu developed
a network of approXirnlltely 148 afftllatet II'ld Fox programming is currently availllble In more than 92%
of the televillon houHhokts In the Unltld StateI. The ImOUftt of programming provided by Fox to Its
affiliates hat Increued from a totaJ of five hours on two nlghta per week In July 1987 to 20 hourt on
seven nights per week (Inctudlng 15 houri of prime time progrIIM'IIng) currently. Fox prograrnmk\g Is
intended to appeal prtmartty to a target .udlenc:e of 1ato 48 v-r old adulta.

The Fox network hu developed progIWm1Ing to __ the key demographlcl actverttHrs eeek to
reach most otten. M the credibility and strength of Fox network programming Impr0Ye8, station affilI­
ates will be better abte to compete for prime time IldYIItIIng revenueI. Some of 1M moat popular Fox
programs, such as "In LMng Color, II "Married ... WIItI Children," "8eYerIy Hilt 90210, II "Mefrose
Place," "The Simpeona" and "Martin," receive comperabIe rdngI in each of the Company's markets to
the concurrent proglWTU'nlng aired on the mejor network afIIIateI, pMfcufarIy In the 18-49 demo­
graphic.

The Fox affiliation agreements with respect to WWF, WPGH and WTTE currently run unth 0Cto­
ber 1998 and may be _1dId by Fox ttter.....~ to SUCh~t Fox provtdet the
Company's atatIoI. wilt progrwnmlng In return for the ....,.,. broedcaIIIng Fox-lnMrtlld commercials
in such prog~. The ItIlttonI alto~ the • to Include a IIrnIhtd amount of commerctats
durtng Fox proglWnming Ind recetve addtllonaJ~ -.ci on cet1IIIn performance n other
criteria. TheIe ............, however, subject to~ by Fox In certIincircu~ Includ·
ing, among otherI: (I) If..., any 12·month pMod a IIIIon rnakee or will make 1tne or more unau­
thorIZed~I_. of Fox programming, Fox may ....._ upon 30 days' prior wrm.n noIICe; {IQ In
the event'" II a~ change in a staaon's opeqIonI milking the dIIIatJon leu vaUIbIe to Fox,
Fox may ~It*,•• upon 30.' prior wrIIten noIIce: (II) If a ttIIIIan ,.... to broadcaIt certIIIn Fox
progl'llln"*'g, Fox rnIIV _ndn... upon Iix monthe' pftor noace; and (Iv) If Fox or My aIIIated entity of
Fox acquireI ....-:wt wlItdn a station's rrwklt, Fox may tern'1Nle upon eo dayI' prior nodee.
The Company bit''''' that Fox ... terminated retatIveIy few of III connctI with other Fox atnIIates
during the lut ftve y....
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Programming

The following table reflects a sampling of the Company's principal syndicated programming con­
tracts:

Syndle.ted PI'Of!!!!!

WBFF Home Improvement .
The Simpsons .
Coach .
Cheers .
Star Trek: The Next Generation .
Doogie Howler, MD .
The Wonder years .
Married With Children ..
M·A·S·H .
21 Jump Street .
Glmme A Break .
The Jeffersons .
Good Tirnttl .
Saved By The Bell .
Dlffrent Strokes .
Rlcki .

WPOH Home Improvement .
" The Simpsons ".

Star Trek: Deep Space Nine ..
Coach .
Harry & The Henderson .
Doogie Howler, MD .
The Wonder Years .
Roseanne .
Hunter .
Full House .
Mama's Family ...........•...............
Married WIth Children .
Newhart .•.......•.................•....•

wrTE HorneI~ .
TheSIm~ ..............•............
Coach .
Star Trek: Deep Space Nine .
DoogNt HOWMr, MD .
Stw Trek: The Next Generation .
R~e .
Murphy Brown .
The Wonder Y .
HI8d Of The Ciala .
Hunt•..........." ....•.................
Perfect Strang.... . .
Mama's Family .........•.................
M·A*S·H...............•........•...•....
21'Jump Street ......••...................
Mr. Belvedere .
The Hogan Family .

48

Dati Aval.bl.
for

Initial lr0adc8at

September 1995
September 1994
September 1994
September 1991
December 1988
Slptember 1994
september 1992
October 1991
OCtober 1990
September 1990
March 1991
January 1989
December 1990
September 1992
Slptember 1991
September 1993

September 1995
September 1994
September 1996
September 1994
SIptwnber 1994
September 1994
September ,.

Slptember 1992
January 1992
September 1994
December 1991
Slplernber 1991
AprIl ,.

September ,.

September 1994
September 1994
September ,.

September 1994
December 1988
September ,.
SIptember ,.

SIptember 1994
Juty 1991
Slptember 1991
SIptember 1991
JMuary 1991
SIptember 1980
Slptember 1980
SIptember ,.

Jun. 1991

oar. 01
bp!r!tIon

February 2000
September 1999
August 1999
January 1999
November 1998
August 1998
August 1997
January 1996
September 1995
August 1.
March 1995
December 1994
SeptMnber 1994
Augu8t 1994
Augult 1994
August 1994

Febru8ry 2000
September1.
September1.
September 1999
M.-ch 1999
August 1998
AuguIt 1997
M.-ch 1997
December 1996
March ,.
SIptM1ber ,.
March ,.
March ,.

Februlry 2000
Slptlmber ,.
September ,.
September ,.

Auguat1.
December 1997
M8rch 1917
Feu-y 1997
September 1998
September ,.
AugUIt ,.
AuguIt ,.
FebruIry ,.
September ,.
AuguIt ,.
AuguIt ,.

Jun.'.



Competition

The Company's television stations compete for audience share and advertising revenue with other
television stations in their respective markets, as well as with other advertising media, such as news­
papers, radio, magazines, outdoor advertising, transit advertising, yellow page directories, direct mail
and local cable systems. Some competitors are part of larger organizations with substantially greater
financial, technical and other resources than the Company.

Competition in the broadcasting industry occurs primarily in individual markets. Generally, a tele­
vision broadcasting station in one market does not compete with stations in other market areas. The
Company's television stations are located in highly competitive markets. In addition, the Baltimore
market is overfapped by both over-the-air and caDte carriage of Washington, D.C. stations which tends
to spread viewership and advertising expenditures over a larger number of broacleast stations.

Stations compete tor audience share prfmartfy on the bul8 of program popularity, which has a
direct effect on advertising rates. A majOrity of the Company's prfmetime programming is supplied by
Fox. In those periods, the stations are totally dependent upon the performance of the Fox programs in
attracting viewers. Non-network time perfods are programmed by the station primarily with syndicated
programs purchased for cash, cash and barter, or baner-only, and also through self-produced news,
public affairs and other entertainment programming.

AdvertIling ratea .. baled upon the size of the market In which the statton operates, a program's
popularity among ttl. viewers that an adverttMr wllhM to attract, the number of advertisers competing
for the available time, demographic makeup of ttIe mllket served by the station, the availability of
alternative advertising media in the market .... ..,•••1Ye IIId knowledgeable saJes forces and de­
velopment of projects, ~res and programl that tie IdYertIIer meuagee to programming. The Com­
pany believes that Its focus on larger mid-sized rrwkebI, Its focus on the 18-49 demographic and the
strength of Its children's programming aIowIlt to compete effIcdvely for advertising within Its mlrkets.

Other factors that are material to a teleYilion lIItion's competitive position indude signal coverage,
local program acceptIInce, network affiliation. audience~ and UIIgned broedcast fre­
quency. The CompIIny's UHF broadeut frequendeI have hlstorlcllly been a cornpedtlve disadvan­
tage. Improvementl In technology and ClIbIe carrtIIge have HN8d to mitigate this diUdvmrtage. The
broadcutlng inctuny is continuously faced with techn010gicai change and Innovation, the posetble rise
in popularity of competing entertainment and communIcIitIon. media. and govemmental restrtetlons or
actions of federaJ regulatory bodies, including the FCC and the Federal Trade Commluion, any of
which could pollibty have a material effect on the Company's operations and reeuitl.

The development of methods of television tr.-mIIIion other than over-the-lir broadcuting, and
in particular the growth of cable television, hM ....1IcIntIy lItered competition for audience share in
the television Indullry. Theee other transmtlllon rnIIhodI can Il"ICf8M8 competition for a broadcasting
station by bringtng IntO III market distant braIKIc"ng lIgnail nat otherwise avaiIbIe to ttIe station's
audience and alto by .-vtng u a distribution IystIm for~mlng orfgfnsUng on the c.bIe system.

Through the 19701. teleYfsion broadC8ltlng in enjoVed virtual dominance In viewership and
televialon adYertllllng ....,... because network d .-.one competed only with -.ch other in
most locat m..... AIIIaugh cable televtston sy"'" inItIIIly used to retranlmlt~ tele-
vision programnoW1g to _ .ubecriberI In ... wtIt poor brOIIdcaIt signal recepdGn, S9'JHk*1t in­
creasu In~ imD homes occurred1tI~ ttIe 19101 and 1980e delpll81ign1l1 reception·
problema. ,.. the teetmaIaIY of satetlite progrlm dIIhwy to CIfM ayItImI adYMC8d In ttIe late 19701,
development of programnoW1g for cable tNYtIion -=••II-.d drImIIIIcIIly, reeuItInQ In the emergence
of multtple, natloNll-lcllll prograrj'I alWndYelll1d lie rIPid expII1Iion of cable teIIYtIIon and higher
subacrlber growth ,..... HtetortcaIfy, cable oper... t-. nat IOUgt1t to compete wIItt broedcMt sta­
tions for a share of the IoclII newa audience. To lie -.tint they eltct to do so, Inc:r_ed competition
from cabfe operators for local news audl~ COWd have a meteriaI adV.... effect on the Company's
advertising revenues.

Other sources of competition for audtence Include home entertainment syatema Qncludlng video
cassette recorder and pIaybIICk systems, vldeoc:lllCl and television g-.ne d8Ytcee), multipoint distribu­
tion systems, multichannel multipoint distribution systems, w1relell cable, satellite muter antenna tele-
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vision systems and some low-power, in-hom. satellit. s.rvices. The Company's television stations also
may face future competition from high-powered direct broadcast satellite services which could transmit
programming directly to homes eqUipped with special receiving antennas or to cable television systems
for transmission to their subscribers.

Furth.r advances in technology may increase comp.tition for household aUdiences and advertis­
ers. Video compression techniques, now und.r development for us. with current cabl. channels or
direct broadcast sat.llites (scheduled to commence operation in 1994), are expected to reduce the
bandwidth required for television signal tranamislion. Thes. compression techniques, as well as other
technological developments, are applicabl. to all video delivery systems, including over-the-air broad­
casting, and h·ave the potentiaJ to provide vutty .xpended programming to highly targeted audiences.
Reduction in the colt of creating additional channel a!paCIty could tower entry barriers for new chan­
nels and encourage the development of increMingty lP8d*ed "nich." programming. This abiJlty to
reach very defined audiences may alter the compelltlve dynamics for advertising expenditures. The
Company is unable to predict the effect that technological changes will have on the broadcast television
industry or the future results of the Company's operations.

The Company aJ80 compet.s for progrwnmi'tg which involves negotlating with national program
distributors or syndicators which sell 1Irst-run and rerun packIIget of programming. The Company's
stations compete for exclusive access to 1hoH progrM'I8 .... In-nwket broadcut station compet­
itors for syndicated products. CabI. sytteml genertly do not com..with JocaI stations for program­
ming, although various national cabl. networks from time to tfme have acquired programs that would
have otherwise been offered to local teleYlsion statIona.

Fox has recently announced that It will prcMde programmtng on a designated Fox c:I'wmeI over
on. major cabl. network, and that It plans to MgCIIIIII 11m,. tnInUetIons with other cable oompM".
The Company expectS that the program"*'SJ offered by Fox on this channel will be different 1ram the
programming broadcut on the Fox atilt....; ntIVII'Ihll.... such progrwnmlng may have an Impact
upon the viewers of Fox over-the-alr progl'M'lming. The CompIIny C*InOt predict the Impact of the Fox
cable programming or whether the cable comp'" now CMYIng WBFF, WPGH and/or wrTe will
carry the proposed Fox cab4. channel. However, the prapaeed Fox cable channel, if carried by cabI.
companies now carrying the Company'. stIIIIons, could cauM a declln. In viewership of the Company's
stations which could haY' a materlaJ adv... etrect on the Company's operations.

Two groups of media companies recently announced their Intentlona to utablilh S8J*8bt afftlla­
tlons of independent tetevtlion stations similar to the Fox network. Th. Company cannot predict at this
time the Impact of the development of such networks upon the broadcast televIlion Industry. the Fox
network or the ComPl"Y'S busJness.

The Company b.I... it compet•• tavorIb'y.,. oIhIr stIdfon8 becai.. of Its manageml11t
skill and experience, the ability of the Company to gMII_ rwenue share greater than Ita audience
share, the Fox nltWOrk ...1Ition and itlloCaI progrM1 accepIMCe. In addition, the CompIIny beIeYeI
that It benefb from the operation of men the one brOIIdcaIt property, atrordtng it CIftIIin non­
quantiflabte economfeI of scale and competitive advantagelin the purchase 01 programming.

EmplOV-

Aa of 0c:IDDIr 22, 1_. the CompIIny hIld~ 215 U-Itme employHl Met 40 pM-time
employHl. WII1the ..-ptIon of the empto)••• of WPGH, none of the employ...... r••••m.ct by
labor unIOns tme* lIlY cotIdve~ No .....It labor probIemI have been ex-
perl.nced by the Compey, and 'the Company can Ita ov..n labor relations to be good.
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Properties

Generally, each of the Company's stations has facilities consisting of offices, studios and tower
sites. Transmitter and tower sites are located to provide maximum signal coverage of the stations'
markets. The following tables generally describe the Company's principal owned and leased real prop­
erty:

Owned F.cllltl.. ~

WTTE(1) . . . . . . Oftlce/Studio
WPTT(2) . . . . . . Office/Studio

LocMIon

Westerville, OH
Monroeville, PA

Al'Prox.
Size

!!!:f!:l
14,400
30,000

(1) This property is owned by WPGH, Inc. and leased to WTTE, Inc.

(2) This property is owned by WPGH, Inc. and 'eased to WPTT, Inc.

~
u.e
~LuNd F.cllltlft ~ ~ ~

WBFF......... OtftceIStudlo Baltimore, MO 39,000 911/2011
Tower Site #1 (Oish) Baltimore, MO N/A 4/1/2012
T~ Site #1 (ReceNers) ~,MO N/A 6/1/2011
Tower Site #1 (Transmitter/Antenna) BaItImore,MO N/A 4/2/2007
Tower #2 (Auxiliary Transmitter/
Antenna) Baltimore, MO N/A 3/1812008
Parking Lot Baltimore, MO N/A 6/6/94
Old Otftce/Studio BaItImore,MO 13,000 mo. to mo.

WPGH ........ OfftceIStudio Plttlburgh, PA 25,498 10/112028
Tower SIte (Antenna) Ptttsburgh,PA N/A 10/1/2028

WTTE......... Tower Site (Transmitter/Antenna) Columbus, OH N/A 6/1/2003

(1) Lease expiration date aasumes exerciH of all reMnI option. of the Company.

All of the CompMy'. IMMd fadl....., except for the eow. lite (trenamlttlr/entenna) tor WTTE, are
owned by and leaHd fram afIIIIIIIIId corporIlIIona of the CompIIny. AlII... are at market ...., and
the Company belllYel thIIt the duration 01 MCh '- " adequate. See "certain TI'MI&1tOn•.It The
WTTE tower lite I. IeaIed from Ohio StIIl8 UnfWrIItV. All of the propertJeI I... from ...... are
mortgaged and ... such I'MIhoId Int.... have~ aIIIgned under the Bank Credit Agreement.

The Company b..... that Its propertiea, bath owned and 1eaIed, are in good opetlllng condtIIon,
SUbject to normal wear 8f'Id tear, and are suitable and adequate for the Company'I current buIfn...
operations.

Upon conIUITU'NIIIon 01 the Propoaecl Acqullllane, the CompIIny will own tower .. In BIrming­
ham and WIndhMI Sprtnga, Alabama and In CJIIIceIIludio of approximately 35,000 sqU8te fMt in
Mllwauk., WIIconIIn. '"*' .... In Alab8ma and WIIconai't may be IOId to an ...at fIIr market
vaJue and~ back to the CompIIny at nwtcM r" rates in ICCOrdanCI with the Company's
standard PIW*e- The PW'POM of such traNIICtIOrta it to elImInatIlIabIIlly Ind rIIk to the Company in
connectton wtth owntrIhIp and matntenanee 01 the __ and tJ-.1lmltterl1oc••d on such proptftieI.
In addition, the Company will -.um. the IeaM oIa 1.750 squn foot ofIIceIlIUdIo in Birt'ningham,
Alabama that runa until January 200fJ, and a toww site In MIIwauk... 'NisconIWI that runt until Decem­
ber 1999.

L.at-' Proa.....

The Company currwttly and from time to time • trwoIWd In IIIgaIIon IncIdeI'aI to the conduct of Its
business. The CompIny " not a pMy to 81fIJ taMuIt or proatedIng which, In the opk1fon of the Com­
pany, is likely to have a material adverIe effect on the Company.
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Licensing and Regulation

The following is a brief summary of certain provisions of the Communications Act and of specific
FCC regulations and policies. Reference should be mad. to the Communications Act, FCC rules, and
the public notices and rulings of the FCC for furth.r intormatlon concerning the nature and extent of the
federal regulation of broadcast stations.

All television broadcasting is subject to the jurisdiction of the FCC pursuant to the Communications
Act. The FCC is empowered to: (i) issue, renew, revoke, and modify broadcast licenses; (ii) prescribe
qualifications for holding broadcast IIcens.s; (III) regulate the broadcast frequency, operating power,
and location of, and the transmitting equipment used by stations; (Iv) adopt rules and regulations
neeenary to carry out the provisions of the Communications Act: and (v) impose certain penalties for
violations of the Communications Act and of the FCC regulations. Such regUlations affect many as­
pects of the day-to-day operations of television statJonI.

Usually, television station licenses are granted for a maximUm allowabte period of five years and
are renewable thereIIfter tor additional five yee perIode. The FCC may revoke licenses tor serlous
violation of Its regulaUon8. Petitions to deny reMW8I ala Hcei't.. or competing appffcatlon. may be tiled
for the frequency used by the renewal applicMtl on or before the ftrst day of the last month of a license
term. G.n.raJly, however, in the absence of serious vio&ationt of FCC rules or policies and upon a
showing that the statton has dealt significantly wtth Importa'1t ISIU.. concerning its community of li­
cense, the IIcen.. renewal is expected in the ordlrwy course. All three of the Company's stations are
presently operattng under regular five-year licenses, which expire on August 1, 1994 (WPGH), October
1, 1996 (WBFF) and OCtober 1, 1998 (WTTE).

No broadeut IIcenHe can aaslgn or transfer control of the IIcenH without the prior approv8I aI the
FCC. Under the Communlc8tJons Act, (I) no IIcenM may be hIJd by a corporation of which any offtcer
or director is an allen or of which more than 20% aI the capilli stock Is owned of record, voted, or
SUbject to controf by alien., and (II) no eorporalfon rNIY control anoIher eotpOrdDn hokfIng broadcast
licenses If any office,. or more than 25% of the dlrec*n of such parent corporation are aliens, or more
than 25% of the capttal8tOCk of such parent corpondlon II owned aI record, voted, or subject to control
by aliens unless the FCC finds such allen Interelta In the parent eotpOrdDn to be In the pUblic interest.
The Company and the Subsidiaries are domestic corporations, and the Current Stockholders are atl
United States citizen••

"Must CanylR.".,.",/uion Rule. " In the .. C8bIe syatemI were required to carry all broad­
cast stations that rMt .... deftnltton of a "local" or "lIglillca",Iy" viewed station. Th... Nlea were cafled
the "Must c.rv AuIee:' However, the "Must Carry Rulli," In the form previously adopted by the FCC,
were declared unconlllullonal. Immediately th.,...., cell tyItImS were not required to CM'f toeaI
tetevfslon statiDn stgnID Ind could shift a station to an undllnbte channel poeIdon on the cable
syst.m. L.egletldlDn rlClnly passed in Congrell hie now aItIbIIhId a new version of the "Must carry
RUles." Th. United s-. Supreme Court II cufTlnlly~ a chaI.nge to the new "MuM carry
RUles." Under the ru-. • .-.eted, a local televition .-on hIId to make an eIecIIon by June 15, 1.
to: (I) require the cable systems to carry IIiCt 1OC8I1IdDn; or 00 grent the IPPf'OPI1* cable
system the auItIOI'fty to mtt the broadcUt IIgMI of the toc8Iltation for a tee. Even If the Iocat
station .... to gIWIt 8UIIortty to the cable system to ....,ntttta braedcIIt __, the cable 8yItem
is underno-~ to f*fY th.1ocaJ station un"'lCceptIbIe tMnI and condIIDI. for AId rebroad-
cast have been ..... to on or before October 5, 1_. If a II not CMied by a cable ayItem In
its area or lhIfted·to an undeIirIble ch8nnet, the .-..an could a decIInIln vt8.-.Np wttlch
coukl adver8ItV ar.ct ttl revenlll8. The CompIny _ IPPft*htd moet of ttl cIIt*t~ on a
retrIlnsmlSllon bMIa. but on certain out¥ng cIIbIe .lft'II, It .. eteceed muIt '*'Y ..... The
Company's st8IIonI~ to be CMfed on .. d .. CIlbIe .-.. and the CompIny doeI not
b.lleve that Its etectIon hU reeulteet In the shifting allII statIona to leu deelrable CIlbte channel 1oca­
tions.

Synt:Jlc.ted E1tclusMtylTemtoriaJ ExcIuaMty. The FCC hal Impoeed ayndIcIMd excIusMCy rul..
and expanded exIIdng network nondupltcation rut-. Th_ syncktded excIusMCy ruIeI aHow toeaI
broadcast station. to command that cable operators bID out certIin syncllcated non-network program-
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ming carried on "distant signals" (i.e., signals of broadcast stations, including sC'-called super stations.
which serve areas substantially removed from the cable system's local community). The network non­
duplication rules allow local broadcast network aMII... to require that cable operators black out dupli­
cating network broadcast programming carried on more distant signals. WTTE and WPGH are the only
Fox aMliates carried on their respective local cabte systems; however, some of the cable systems
which carry WSFF also carry the Fox-owned station, Channel 5, in Washington, D.C. This is not in
viotation of the FCC syndicated exclUSivity rules. However, the carriage of two Fox stations on the
same cable system could result in a decline of viewership adversefy affecting the revenues of WBFF.

FinanciallnteresttSyndication and Prime T;me Access Rules. Previously, financial interest/syn­
dication ("FIN/SYN") rul.. applied to any network and poMd various restrictions on its operation and
aetlvlties. Network status has been consklered to ..!at under theM rules when a broadcast company's
weekly programming offerings exceed 15 hours. TheM rul. prohibited networks from engaging in
syndication for the s.... Itcensing, or distribution of tetevtslon programs for non-network broadcast
exhibition in the United States. Further, theM ru'" prohibited networks from sharing proftta from any
syndication and from acquiring any new financial or proprietary Interest In programs of which they are
not the sole producer.

The FCC has recently retDed the restrlcttona on CU"ent FIN/SYN rul... enabling the major net­
works to acquire spectfted amounts and kinds Of fInMcIaI Intereatl In program syndlca1lon and to
engage in program syndication themsefves. The CompIny cannot predict the effect of th... retaxed
restrictions under the FIN/SYN rules on the Company's abUIty to acquire desirable programming at
reasonable prices.

The FCC's prime time access rule also pt-.~ restricdons on affIUatea of "networks."
In the past. this rule ....nrtcted afftliates of "netwofkl" In the 50 IargeIt televllIon mark_ (M dMIned by
the rule) generafty to no more than th.... houra of network progrwnmlng during the four hours of prime
time. All of the Companys stations are located In the nation's top 50 markets.

Recently, the FCC changed its definition of "nltWaltclt to Include those entities that deliver more
than 15 hours of "prime time programming" (a term defined In those rules) to aMlIst.. reaching 75% of
the nation's tetevision homes. Under this deftnltlon, Fox and Its aflUlates, Including the Company's
station, are not SUbject to the prime time access rut•.

Ownership UmltlltJona. The FCC hM adot*d a number of rules designed to prevent m0nopo­
lies or undue conc."t'atons of control. In gena, no lingle entity II currently pennttted to own, oper­
ate, or have an IIttributabIe interest in more than 18 AM radio 1tIltion1, 18 FM radio at*nI, and 12
television stattons. Another FCC rule prohibits any errIfty from ac:quIrIng an additional teIevfakJn station
if. after the acquilitlon, the entity owns tetevillon ....",. rMChing more than 2S~ of the Untteel Stat..
television househok:ll. HtltDrlcally, VHF stIItionI have IIwId a larger part of the market than UHF
stations. As such. omy half of the househotcla In the nwut..of any UHF station owned by an entity
are Included when calcul"ng whether an endty r-.ch. more than 2f5~ of the United StateI~
households. All of the Company's stations are UHF. The FCC 8110 prohibita ownership In the same
geographic ar.. of: (I) teIevIeIon stations and CIbIe ay8nI; (II) tell....., statIonI and nMftpapera;
and (iii) tefevtIton 1taIIOI. and radio stations in nwtceII bIfaw the top 25 or, in general, which, even if
among the top 25, do not have at leut 30 .... bratM:JcMt IIatIon 0WtW'S.

When IIIIIPfYtng ItI multiple ownership rul., 1M FCC IIIItJueII the Interest of corJ)Orate IIcenHe8
to the hofder8 01 CGrJ** ....... as fallows: (i)~WIInQ IIDck inIereIt amounting to 5" Of more of
the outlUU1Cllng voIing ItDCk of the corpor Icen gerwIIIy wiI be 1IIIrtbutIbIe; (Ii) no
minority voting stock Int.. wlU be IIb'Ibut8I:IIe If 18 hOlder of more than 50" of the
outstanding voting stock of a c:orpoI.~ : and (II) In gena,~~
companies, insurance campanieI, and banka haIdII. IIDck through their truIt~ In truIt
accounts will be COI'tIkMred to have an ....... "... ontt If they hotd 10" Of more of the
outstanding voting IIDck of a corporat8~c.. _J1... FurIMr, corporate~ and dIrectora
and general par1nerI and moat limited pertnerI of~ f'MY be personaIy ..,....media
Interests of the COIlJO'dOns or partnerlhtps of wNctt they aN oIIIcers, dlrectora, or pa1IWs. The
present stockholders of the Company hokS atbibutllble int..... in two entities owning media proper-
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ties, namely: Channel 63, Inc.• licensee of a UHF television station in Bloomington, Indiana serving the
Indianapolis media market under the call letters WIIB, and Bay Television, Inc., licensee of a UHF
television station serving the St. Petersburg, Florida market under the call letters VVTTA. Neither station
is a Fox affiliate. All of the issued and outstanding shares of Channel 63, Inc. are owned by the Current
Stockholders. All the issued and outstanding shares of Bay Television, Inc. are owned by the Current
Stockholders (15%) and Robert L. Simmons (25%), a former stockholder of the Company. The Com­
pany believes that such holdings will not materially restrict its ability to acquire television stations or to
pursue its strategy of expansion through acquisitions.

Restrictions on Broadcast Advertising. Advlf1lslng of cigarettes and distilled spirits on broadcast
stations has been banned for many years. Congr...lonat committees have recently examined legisla­
tion proposals which may eliminate or severety reetr1ct the advertising of beer and wine. Although no
prediction can be made as to whether any or all of the present proposals will be enacted into law, the
elimination of all beer and wine advertising would have an adverse effect upon the revenues of the
Company's television stations, as well as the revenues of other stations which carry beer and wine
advertising.

The FCC has impoHd commercial time IImftdon. In chlknn's programming pursuant to legisla­
tion. In programs designed for viewing by children of 12 y..... of age and under, commercial matter will
be limited to 12 minut•• per hour on weekdays and 10.5 mlnut.. per hour on weekends. All television
stations will be required to broadcast some televlllon programming designed to meet the educational
and Informational needs of children 16 years of age end under. The Company does not believe that
these requirements will have a significant impact on the stations since all of its stations have already
limited commercials in such programming.

Programming and O~,.tion. The Communications Act requires broadcasters to serve the
"public interest." The FCC gradually has relaxed or eliminated many of the more formaHzed procedures
it had developed in the put to promote the broadcut of cen.in typee of programming responsive to
the needs of a station's community of license.~. continue to be reqUired, however, to present
programming that is responsive to community iaaMII, and to makltaln certain records demonstrating
such responsiveness. Complaints from vieWers cancemlng a station's programming often will be con­
sidered by the FCC when it evatuates renewal appliclltlons of a licensee, although such complaints
may be filed at any time and generally may be c:onItdeNd by the FCC at any time. Stations also must
follow various rules promulgated under the Communications Act that regulate, among other things,
political advertising, spanIOrship Identtftcatlons, the adYertIIement of conte. and lotteries, obscene
and indecent bro~. and technical operationl, Including 11mb on radio frequency radiation. In
addition, licensees must deVelop and implement aftmatIve aedan programs designed to promote equal
employment opportunitlel, and must submit reportl to the FCC with respect to these matters on an
annual basis and In connection with a renewal appicatIon.

Failure to obseMt IheH or other rules and pOIid. can result in the Impoaftlon of various sanc­
tions, including rnon.-y forfeitures, or the grant of "Ihort" (leu than the full ftv.ve-) renewal terms
or, for partlcularty egregious violations, the deniat of a license renewal application or the revocation of a
license.

Propoaed Changes. On March 12, 1982, the FCC initillted a proQHdlng to sotk:it comment o~
whether It should I..... its radio and television brOIldcUt ownerahtp "atb1bution" rules by (I). railing
the bale benchmark for IIII1buting ownerIhlp In a c:orpot1Ile IIcenMe from 5% to 10% of the IlcenIH's
voting stock; (Ii) IncrHlWtg from 10% to 20% of the ueen•••'. voting stock the drIbuIton benehmark for
"passive investors" in corporateJIcen...; (11i) broedmIlQ the cIaI of InvestorIligible tor "pauive
investor" status; and (Iv) exempting certIin widIIIy-."MIId limited partnerlhlp InterwI8 from attributiOn
where each individual InterMt representl an inlignHlcMt percentIlge of totat partrwIhtp equity.

The Cong~ and the FCC have under COI'iIIdIIIIan. and in the future may consider and adopt.
new laws, reguldona and policies regarding a wiIte vwIety of I'I'IlItterI tNIt could atrect, directly or
indirectly, the operallon, ownership and protlabllty 01 the CompIIny'I broadcut stations, result in the
loss of audience share and advertising revenu.. for the CompIIny's broadeaIt stations, and atfeet the
ability of the Company to acquire additional broadeaat stations or finance such acquisitions. Such
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matters include: (i) changes to the license renewal process; (ii) proposals to impose spectrum use or
other fees on FCC licensees: (iii) the FCC's equal employment opportunity rules and other matters
relating to minority and female involvement in the broadcasting industry; (iv) proposals to change rules
relating to political broadcasting; (v) technical and frequency allocation matters; (vi) changes in the
FCC's cross-interest. multiple ownership and cross-ownership policies; (vii) changes to broadcast tech­
nical requirements; (viii) proposals to allow telephone companies to deliver audio and video program­
ming to the home through existing phone lines; and (ix) proposals to limit the tax deductibility of
advertising expenses by advertisers.

The FCC is initiating a Notice of Inquiry proceeding seeking comment on whether the public inter­
est would be served by establishing limits on the amount of commercial matter broadcast by television
stations. No prediction can be made at this time u to whether the FCC will impose any limits on
commercials at the conclusion of its deliberation., or what effect. if any. the imposition of limits on the
commercial matter broadcast by television stations would have upon the Company's operations.

The Company cannot predict what other matters might be considered in the Mure. nor can it judge
in advance what impact. if any, the implementation of any of these proposals or changes might have on
its business.

MANAGIl_NT

executive OffIcers, Directors and Sltntftcant !mpIoyHa

The executive officers, directors and significant employees of the Company are as follows:

~ ~ !!!!!
David D. Smith(1) . . . . . . . . . . . . . . . . . . . . 43 President. Chief executive OffIcer. Director and

Chairman of the Board

Frederick G. Smith(2) . . . . . . . . . . . . . . . . . 44 Vice President and Director

J. Duncan Smith(2) 39 Secretary and Director

Robert E. Smith(3) . . .. . . . . . .. . . . . . 30 Treasurer and Director

Basil A. Thomas(3) 76 Director

David B. Amy.. .. . . .. . . . . . . . .. . . . . . . . 41 Controller

John QUigley .. . .. . .. .. .. . .. . .. .. .. .. 50 General Manager of WTTE

Alan Frank . . . . . . . . . . . . . . . . . . . . . . . . .. 43 General Manager of WPGH

Steven Marks.. . .. .. . . .. .. .. .. .. .. .. 36 General Manager of WBFF

(1) Class Three DIrector.
(2) Class Two DtrecIDr.
(3) Class One Dtrector.

The ea.a 01 oncaa 18 dMded into three cl••••: CIlIa One dlrectonl serve until MIIy 1994;
Class Two ell.... serve until May 1998; and C.. Th.... directorI serve until May 1•• At the
expiration of ttM* I'tMIp4ICtIYe terms, directors .......DIId to eerve for ~Y"" tMna n until their
SUCC8S80t'8 .... duty eIedId n.qu.aatted. ExecutJve ofIlcer'I .... ~tted by the 80Ird 01 Ofrectonl
annually to serve for one-year terms and untH th.... IUCC"'OI'I .. duty 8PPOk*d n quIIIItIed. David
D. Smith, Frectertck G. Sn'dth, J. Duncan Smith and Robert E. SmIIh .. broIIWI.

Davtd D as PreIident, CtMf !.-cuIIYe 0IIbIr and ChI*mIn of the 80Ird since
September 19fO. PrIor to he served • QennI ........ 01 WPTT from 1114. Md -.ned the
financial and ..,....,,'9 responsIbiltty for the CompIny,IneIudIng the conetrueIIon of WTTE in 1984.
In 1980. Mr. Smith founded Comark TeIeYiIion. Inc., which IPPtIed for and wu gr.m.d the permit for
WPx:f;,TV in Portland. Maine and which purchased weSI-TV In Chattanooga. Tenn..... WPx:f-TV
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was sold one year after construction and WOSI·TV was sold two years after its acquisition. From 1978
to 1985, Mr. Smith founded and operated Comart< Communications, Inc., a company engaged in the
manufacture of high power transmitters for UHF television stations. His television career began with
WBFF in Baltimore, where he helped in the construction of the station and was in charge of technical
maintenance until 1978.

Frederick G. Smith has served as Vice President of the Company since 1990 and as a Director
since 1985. Prior to joining the Company full time in 1990, Dr. Smith was a surgical dentist engaged in
private practice and was employed by a professional corporation of which Dr. Smith was the sole
officer, director and stockholder.

J. DunCtln smith has served as Secretary and a Director of the Company since 1988. Prior to
that, he wort<ed extensively on the construction of WPTT in Pittsburgh, WTTE in Columbus, wile in
Bloomington and WTTA in St. Petersburg, as well as on the renovation of the new studio, offices and
news facility for WBFF in Baltimore.

Robert E. Smttft hll served as Trellurer and a Director of the Company since 1988. Prior to that,
he served as Program Director at WBFF from 1986. Prior to that, he assisted in the construction of
WTTE and wort<ed at Comark Communications, Inc. installing UHF transmitters.

Bun A. Thom.. has served as a director of the Company since November 1993. He Is of counsel
to the Baltimore law firm of Thomas &UbowItz, P.A. and has been in the private practtce of law since
1983. From 1961 to 1968, JUdge Thom.. served as an Aaaoclate JUdge on the MuniCipal Court of
Baltimore City and, from 1968 to 1983, he served as an AsIoCiate JUdge of the Supreme Bench of
Baltimore City. JUdge Thomas is a Trustee of the University of Baltimore and a member of the Ameri­
can Bar Association and the Maryland State Bar Auociatlon. JUdge Thomas graduated from the Col­
lege of William &Miry and received his LLB. from the University of BaltImore. Judge Thomas is the
father of Steven A. Thomas, a senior attorney and founder of Thomas & Ubowitz. P.A., counsel to the
Company.

David B. Amy has served as Controller of the Company since 1986. Before that, he served as the
Business Manager for WPTT. Prior to joining the Company in 1984, Mr. Amy was an accounting
manager of Penn Athletic Products Company in Pittsburgh, Pennsylvania.

Alan Frllnk hu served u General Mana;. of WPGH since September 1991. From 1988 until
joining the Company in 1991, Mr. Frank served as station manager and genef'8J sales manager at
WTOG·TV in Tampa, Florida. Prior to that he served in various executive capacities at WFLX-TV and
WPTV-TV in West Palm Beach, Florida.

John Qutgfey hu setVld u General Man.,. at WTTE since July 1985. Prior to joining WTTE,
Mr. QUigley served in broadcast management positions at WCPO-TV in Cincinnati, Ohio and WPTV-TV
in West Palm Buch. Florida.

Steven MIIrke hu served u General Man.,. of WlFF since July 1991. From 1986 until joining
WBFF in 1991, Mr. MMca served as General SaJee ~ager at WTTE. Prior to that, he was a national
sales manager for WFLX-TV in West Palm Beach, Aorida.

•
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EXECUTIVE COMPENSAnON

The following table sets forth certain information regarding the annual and long-term compensation
by the Company for services rendered in all capacities during the year ended December 31, 1992 by
the Chief Executive Officer and the three other executive officers of the Company:

SUMMARY COMPENSATION TABLE
Annuat CO!!!p!!!!!!Ion

N8me8nd Other Annual AIIOth.,
Prtnclpal Position ~ Bonua(1) Compen8dOn(2) Comp!!!!!!!On(3)

David D. Smith $ 225,813 $ 202,130 $ 3,677 $ 3,305
President and Chief Executive Officer

Frederick G. Smith 140,954 199,350 6,724 5,379
Vice President

J. Duncan Smith 151,385 199,350 10,559 2,942
Secretary

Robert E. Smith 140,954 199,350 8,273 2,911
Treasurer

All executive officers and significant em-
ployees as a group (8 persons) ...... 1,188,416 1,264,007 40,651 27,559

(1) Bonuses are paid in accordance with the Executtve Bonus P1M consletem with put practicee.
(2) Other annual compensation consists of income for personal use of Company-Ielled automobtl•.
(3) All other compenution consists of the CompMy" 401 (k) contrIbuUon. life insurance and long-term

disability coverage. The Company's 401 (k) contrfbuIons for Davfd D. Smith, Frederick G. Smith, J.
Duncan Smith and Robert E. Smith were $2,210, $4,364, $1,927 and $1,896, respectlvety. Addl­
tionallife insurance was $540, $540, $540 and $MO, respectively and long-term disability coverage
was $475, $475, $475 and $475, respectively.

The Company currentty pays its independent director $100 for each meeting of the Board of Directors
attended and reimburses him for any expenses incurred in connection with his attendence at such
meetings.

Employment AgI'HIMftt

No officer has a written employment agreement with the Company.

executive Bonua P.

Key management .,..ye.. are IIiQltH to J*1IdpI&e in the CompMy's ExIcutiYe Bonus Plan
(the "Bonua Plan". The Bonus Plan II dIIigned to prcMde incInIVeI to IXICUIve otIIcIrI n other
key employ... to aawv. certain opet'Iding objeaIIveI of the Company, Md Ie~ by the
BOard of DIrecD'I.~ are .eIICted bMId upon their ..,., to atrect ptotllblty. AnnulI cash
awards are bMed prtn.nly on the .....11 d.., opet_1g objIctIveI. The Ionus PIIn Ie in­
tended to reward specHIc operaltng accompIIt;mIn18 Ind prcMde competIIve .,... d~
for the attainment ofthoM ftMnciII objectIYw. Under·... 80nuI PtIn. __ ~ for
executive offtcer8 ...~·of their '-Ie IIIIry range. The~ IUbteet to
decreae or increM8 bMed on the eomp.ny..... peItomwlce the dIIorllon of the ao.a of
Directors. The~ of Dtrectora may alia grMt dIIcrIIoMry to cer1Iin klY~•.

The bonuse. In an aggregate amount of '10.0""" PIIkI to the executive otftcIrI in the third
quarter of 1993 are special bonus.. betng ••• to IUCh executIVe offtcerI to r...a them for their
service with the Company during the period from 1987 to 1993, and have not baM made pursuant to
the Bonus Plan.
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Compensation CommtttH Interlocks Ind Insider Plrtlclpatlon

All of the executive officers of the Company serve as directors of corporations that have a director
or executive officer who is also a director of the Company. During 1992, each of the executive officers
of the Company participated, in his capacity as a director, in deliberations of the Company's Board of
Directors concerning executive officer compensation. Each of the executive officers has engaged in
transactions with the Company. See "Certain Transactions."

CERTAIN TRANSACTIONS

Four Jacka BroadcaatIng, Inc.

Four Jacks, a company wholly owned by the Current StockhOlders, has filed a competing applica­
tion with the FCC for the broadcast license for VHF Channel 2 in Battimore. Maryland. Because of the
FCC's multiple ownership rules, the principals of Four JICkI haVe committed themselves in their appli­
cation for Channel 2 to divest the Company's interest in the broadcaIt license for WBFF In Baltimore if
Channel 2 is awarded to them and before assuming operational control of Channel 2.

Slle ofWPTT

In August 1991 , the Company sold the FCC lleen..Md certain other aIMtI of WPTT in Pittsburgh
to WPlT, Inc. for a ... price of $7.0 mlnton. In coMeCIIon wtth the acquilitlon of WPGH, the Company
engaged an independent appraiser to appraiIe the FCC IIcenM for WPGH. While no similar appraisal
was performed on the WPTT license. the Compeny utilIZed the information and conclUlions contIined
in the WPGH apprIiUI .. taetors to be considered In ....Ing the VIIue of the WPTT llcenu 8nd an
acceptable sales priCe for WPTT. The purchale price WII ftnMced by WPTT, Inc•• the new owner,
through (i) a 1S-year aenior secured term note of ...O mtllon (the 'WPTT Note"), and (Iij a 2O-year
8.S% redeemable subordinated conver1fble debenture (the "Convertible Debenture" In the aggregate
principal amount of $1.0 million. At the same time. the Company em.ed Into agreements to le.e the
tower and station buildings to WPTT, Inc. for use in the operation of WPTT with annual rental payments
of $212.400.

Principal payments on the WPlT Note are required to be made over the five-year period. in the
amount of $100.000 each month, commencing on OCtober 1, 2001 and ending on September 30, 2006,
at which time any unpaid amounts on the WPTT Note are due. Interest payments, which are computed
on a floating interest rate equal to the prime rate plus 4.5%, began on OCtober 1, 1991 and are payable
monthly until maturity. At September 30, 1993, the entire principal balance remains outstanding.

The Conver1fble DebIntu.... which matures on Septerrtb« 30. 2011. Is convertible, In whole or In
part. by the holder at arry time prior to maturity, subjld to the approval of the FCC. into up to 80% of
the capital stock of WPTT, Inc., such shares to be non-voting. WPTT. Inc. hu agrwed not to Issue any
other debentur. or like instruments during the term of the debentu... without the express written
consent of the holder.

In December 1991, KCI, a corporation whotIy owned by the Current Stockholderl, entered Into a
Programming 8ervtoee Agreement (the "Programming Agreement") wtIh WPTT, Inc. purIUMt 10 which
KCI agreed to pn:Mde programming to WPTT during certain time periods, and WPTT IVW that KCI
could sell. or engage a thWd PIItY to sell. actvertIIing time on WPTT during such progr8ITI'I'ttn. In
consideration for WPTT~ the programming provided by KCI, KCI ..... 10 pay In hourly
fee. In January 1912, KCI~ Into a rnMagement .....".m Ind othW .,..,..,.,.,. wtItt WPGH,
Inc., a SUbstdtary ot1he Com,.ny. whereby KCf Md \\4POH, Inc. .....1hIIt WPGH, Inc. may provide
to Kel its excess prognunming which will assist KCI In pn:MdIng programming 10 WPTT under the
Programming~ Aa conaIderaIIon for the~ prcMdId by WPGH, Inc., WPGH. Inc.
sells the ac:Jverttatng time aIIatI!Id to KCI under to the ProgrMvnIIIg ........_ PurIuMt to these
arrangements, WPGH, Inc. receives a 10% comm4ssion on the~ ttme 1Okt. During 1812 and
the six months ended June 30. 1993. WPGH. Inc. received grou commIssiona of $284.000 and
$213,000, respectively. The total net commissions earned by WPGH, Inc. w.... approximately $112,000
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in 1992 and $76,000 during the nine months ended September 30, 1993. In addition, the Company
received from KCI broadcast time for promotions valued at $40,000 in 1992 and $26,000 during the
nine months ended September 30, 1993.

During 1992. the Convertible Debenture was assigned to the Current Stockholders in exchange for
the payment of $1 00,000 and the issuance of a $900,000 note, which bears interest at 7.9% per annum
and matures in April 2002.

In March 1993, the Company assigned the WPTT Note to Julian S. Smith and Carolyn C. Smith
(the parents of the Current Stockholders). both former stockholders of the Company, in exchange for
the payment of S50,OOO and the issuance 01 a $6.6 million note which bears interest at 7.21 % per
annum and requires interest only payments through September 2001. Monthly principal payments of
$109,317 pluS interest are payable commencing in November 2001 and ending in September 2006, at
which time the remaining principal balance plus accrued interest, if any, is due.

Sal. of wile
In September 1990, the Company sold an the stock of Channel 63, Inc., the owner of wile in

Bloomington, to the Current Stockholders for $1.5 milNon, flnlnced by a note issued to the Company
bearing interest at the rate of 10.25% per annum (the "WIIB Note"), which was guaranteed by WIIB.
The purchase price was determined by an independent appr8JsaI. In June 1992, the then outstanding
principal balance on the WIIB Note of $1.5 million wu refinanced. Thia transaction wu entered into to
allow WIIB to refinance at lower interest rate. prevailing at the time of reftnancing. The new note bears
interest at 6.88% per annum, is payable In monthly prtndpaI and IntIr. payments of $18,000 until
September 30, 2000, at which time a final payment of IPPI"OxJrnateIy $431 ,000 Is due. The wile Note,
and all renewals, extensions, substitutiona, refinMcinp InCl rHtatlm.nta thereon, is pledged to Chua
Bank pursuant to the Bank Credit Agreement. At September 30, 1983, $1.3 million remained outltand·
ing. At the time of the sale WIIB was, and is currentty, a Home Shopping Network affiliate.

B~ Televlalon, Inc.

In April 1990, Chesapeake Television, Inc. ("CTI"), a Subaldiary of the Company, sold certain
station equipment to Bay Television, Inc. in exclw1ge for the IaIuMce of a note in the principal amount
of 5503,359 payabfe over five years wtth an ,,,... rate of 11" per annum (the "Bay Transmitter
Note"). Bay Television, Inc. is owned 75% by the Cwrent StockhoIder8 and 25% by Robert L Simmons,
a former stockholder of the ComP8"Y, and is the owner .,d operator of WTTA in St. Petersburg. At
September 30, 1993, $111,000 remained outatandIng under the Bay Transmitter Note.

In connection wtth the capltlJlzation of Bay T........"" Inc. the Company agreed to Joan the Cur­
rent Stockholders up to 13 mIIIon on May 17, 1180, II1d the Current StDckhoIcIera lfmuIIneoualy
agreed to loan Bay T.....OI'I, Inc. up to $3 rnItIion(~, the "Bay CrecItt Facility"). Each of the
loans to the Current SIDcIchoIders and to Bay T....,.., Inc. pursuant to the Bay Credit Facility is
evidenced by a secured note due December 31, 1_1CC1'UinQ I"... at a ftoatIng !'lite equll to the
prime rate pfua one~ point The prtnc:itMII blllnce.~ aver 'Ix y... commencing on
March 31, 19M, Is requRd to be repIid quMerty lit a ,.. of: (0 1.25" each quaftIr for the tnt y....:
(il) 2.5% each q,*,- for .. aecond yeIr, (iii) 5.....~ for yews th.... thfough five: and (iv)
6.25% each quarter for the IMt year. InterMt on the unpaid prIncit.a amount of each note is also
payable quarteny. Th. ".. JUIUMt to the Bay CredIt 'acilly.. pIecIgecI to ChaM Bank pursu.m to
the Bank Credit AgreernMt At November 8, 1913, • prtncIpaI t*Mce of $2.5 mIfIon remained out·
standing under the Bay Credit Facility.

Loans to Am......
In January 1991, the Company lo8ned Robert E. smtih $100,000 payable on dMW1d and bRring

interest at the rate of 8.87%. In June 1982, the BoM:I of Olrectora of the CompIny recIUCId the interest
rate to 7.87%, e1fecttve Jun. 1, 1992. this note wu paid in full and cancelled on September 27, 1993.
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In June 1992. the Company loaned David D. Smith $250,000 payable on demand and bearing
interest at the rate of 7.87%. The Company also loaned $250,000 to J. Duncan Smith on the same
terms. In 1993. the interest rate on J. Duncan Smith's note was changed to the current Applicable
Federal Rate, effective January 1. 1993. Both of these notes were paid in full and cancelled on Sep­
tember 27, 1993.

Affiliated Leases

From 1987 to 1992. the Company entered into five lease transactions with Cunningham Commu­
nications, Inc. ("Cunningham'), a corporation wholly owned by the Current Stockholders, to lease
certain facilities from Cunningham. Four of these leases are 10-year leases for rental space on broad­
cast towers, two of which are capital leases having renewable terms of 10 years. The other lease is a
month to month lease for the old studio and offices of WBFF where certain WBFF satellite dishes are
located. Aggregate annual rental payments (including prepayments in 1992) related to these leases
were $511,000, $401,000 and $406,000 in 1992, 1991 and 1990, respectively. The aggregate annual
rental payments related to these leases will be $336,500 in 1993 and $446,200 In 1994.

In January 1991, CTI entered into a 10-year capital lease for a new administrative facility for station
WBFF and the Company's corporate offices with Keyser Investment Group, Inc. ("KIG"), a corporation
wholly owned by the Current Stockholders. Additionafly, in June 1991 CTI entered into a one-year
renewable lease for parking facilities at the administration facility with KIG. Payments (including pre­
payments in 1992) under these and the prior lease. with KIG were $419,000, $218,000 and $102,000
in 1992, 1991 and 1990, respectively. The aggregate annual rentaf payments related to the administra­
tive facility will be $336,200 in 1993 and $401,500 in 1994.

Gerstell Development Limited Partnership ("Gerstell"), an entity Wholly owned by the Current
Stockholders, was formed in April 1993 to acquire certain personal and real property interests of the
Company in Pennsylvania. This transaction was completed in September 1993. Gerstell acquired the
WPGH office/studio, transmitter and tower site for an aggregate of $2.2 million. The purchase price was
financed in part by a $2.1 million note bearing interest at 6.18% with principal payments beginning on
November 1, 1994 and a final maturity date of OCtober 1, 2013. Gerstell also leased the office/studio,
transmitter and tower site to WPGH, Inc. for $14,815 per month and $25,000 per month, respectively.
These are seven-year leases with four seven-year renewal periods. Gersten has arranged for a 52.0
million loan (the "Gerstell Loan") from a bank lender for the construction on the studio/transmitter site of
an expansion of the existing office building/television studio and the construction of a new tower having
an estimated cost of an aggregate of $1.5 million. The Company has guaranteed the Gerstell Loan. As
of November 8, 1993, there are no amounts outstanding under the Gerstell Loan. The completect office.
building/television studio and the new tower will be leased from Gersten by WPGH, Inc. The Company
believes that the leases with Gerstell are or will be at market rates and of an adequate duration.

Pursuant to a second acquisition agreement, Gerstell has agreed to purchase from the Company
certain real estate in Monroeville, Pennsylvania for a purchase price equaf to its appraised vatu. of
$115,000. The property is the location of the tower for WPTT in Pittsburgh. The Company conveyed ttle
above mentioned personal and real property to Gersten in an effort to limit its liability exposure UIOCi­
ated with the towers and real property sites.

Stock Redemptlone ..
On September 30, 1990, the Company issued the Foundera' Notes maturing on May 31. 2005,

payable to Julian S. Smith and Carolyn C. Smith, former majority owners of the Company and the
parents of the CUlTent Stockholders, in the amounts of $1.5 mHIon and $6.1 millon, reepectiveIy. in
consideration of stock redemptions of 12.85% of the outIUndIng stock of the Company. The redemp­
tion price of the Founders' Stock was determined by an Independent appraiser. The Founders' Not..
are secured by security interests In all of the 8Isets of the Company and its subsidiaries, and are
personally guaranteed by the Current Stockholders.
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STOCKHOLDERS

The following table sets forth the beneficial ownership of the capital stock of the Company as of the
date hereof:

•
(1) The persons named In the tabfe have sole voting 8nd InveIIment power with respect 10 the sMrH

shown as benaftcialy owned by them.

(2) All of the ahara Shown as beneficialiy owned by the persona named In the tebJe have been
pledged pur-U8l1t to the BMk Cradtt Agreement.

25%

25%

25%

100""

~
25%

172,995

172.995

172.995

891,980

,.....
of .....

172,995
~

Common Stock

Common Stock

Common Stock

Common Stock

Common Stock

Principal payments on the loan from Julian S. Smith are payable. in various amounts, each Octo­
ber, beginning October 1991 until October 2004, with a balloon payment due at maturity in the amount
of $5.0 million. Additionally, monthly interest payments of $28,750 commenced on April 1993 and will
continue until December 1996.

Principal payments on the loan from Carolyn C. Smith are payable each. October, beginning Octo­
ber 1991 until October 2004, with a balloon payment due at maturity in the amount of $4.5 million. The
notes include stated interest rates of 8.75%. payable annually from October 1990 until October 1992,
then payable semi-annually thereafter, until maturity. The etrective interest rate approximates 9.4%. For
further description of the Founders' Notes, see "Descrlptlon of Outstanding Indebtedness - Minority
Note and Founders' Notes."

In December 1986, the Company entered into a non-competition agreement with Julian S. Smith in
the aggregate amount of $345,000 per year. This agreement expired May 1993.

Propoeed Acqulelttone

If FCC consent to the Proposed Acquilltlons and the GlenC8im Acquisitions as propoeed in the
current FCC applications is obtained, the Compeny will enter Into PSAa with Glencalm wtth r8ipeCt to
WNUV and WJTV. carolyn C. Smith, the mother of the Current Stockholders, owns a majority of the
voting capital stock of Glencaim. The specttlc t.-ma of the PSAs are subject to further negotiation
between Glencaim and the Company. Furthermore, the consummation by the Company of the Pro­
posed Acquisitions is conditioned upon, among other thing., the consummation by Glencaim of the
Glencaim Acquisitions.

~ end Ad*!!!(1H2)

David D. Smith .
2000 West 41 st Street
Baltimore. Maryland 21211

Frederick G. Smith .
2000 West 41 st Street
Baltimore, Maryland 21211

J. Duncan Smith .
2000 West 41st Street
Baltimore, Maryland 21211

Robert E. Smith .
2000 West 41st Street
Baltimore, Marytand 21211

All diractore and offtcere ... group (5 persons) ..
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OESCRIPTION OF OUTSTANDING INDEBTEDNESS

Bank Credit Agreement

In connection with the financing of the acquisition of WPGH and with the refinancing of a then·
existing credit facility, the Company entered into a Bank Credit Agreement with Chase Bank and certain
other lenders (collectively, the "Banks"). The obligations of the Company under the Bank Credit Agree­
ment are guaranteed by the Guarantors. The following summary of the principal terms of the Bank
Credit Agreement does not purport to be complete and is subject to detailed provisions of the Bank
Credit Agreement. as amended, a copy of which is an exhibit to the Registration Statement of which
this Prospectus is a part. See Note 3 to the Notes to Consolidated Financial Statements.

Pursuant to the Bank Credit Agreement, 81 amended. the Banks agreed to make loans up to $114
million consisting of two components: Term Loant in the prtncIpallmount of up to $99 mUlion and a
Revolving Credit Facility in the amount of up to $15 million. The Term Loans and outstanding amounts
under the Revolving Credit Facility will be repaid in full with the proceeds of the Otrerfng. Upon such
repayment. the Term Loan will be cancelled;~. the amounts aVallable under the Revolving
Credit Facility may be rebon'OWed from time to time. The Revolving Credit Facility is being partially
utilized for the $6.25 mUlion letter of credit dncrtbed In Note 14 to the Not.. to the Consolidated
Financial Statements. The Banks' commitments to make loans under the Revolving Credit Facility will
expire on September 30, 1997, unless earlier~ by the Company or demanded by the Banks upon
the occurrence of an Event of Default, 81 defined in the B8nk Credit Agreement. The unborrowed
portion of the Revolving Credit Facility may be reducecl from time to time by the Company upon written
notice to the Banks.

The Company is entitled to prepay the Term Loans and the outstanding amounts under the R.
volving Credit Facility, subject to certain prepayment conditions and certain notice provtalons, at any
time and from time to time. In addition, the CCMT1I*'Y II requfred within 115 days after the end of each
fiscal year, commencing on January 1, 1993, to pay 88 2/3% of the "Excess Cash Flow" (81 defined in
the Credit Agreement) (less any optional prepayments made during the preceding year) to the Banks
for application first to the prepayment of the Term Loan and then to the outstanding amounts under the
Revolving Credit Facility.

The Company's obHgatlons under the Bank Credit Ag,.."ent are secured by a pledge of substan­
tially all of its assets, including all of Ita capital stock and the capital stock of the Sublldiariee, accounts
receivable, patents and trademarks, Inventory, equtpment, and various other existing and after-acquired
assets. The Guarantors have guarantHCI the obligations of the Company, and have pledged, to the
extent permitted by law, atl of their assets, including .. of their capital stock. Furth., Cunningham, KlG
and Gerstell, all bUlk1.... that are owned and conbolld by the Current StockhokSerI, were required
to guarantee the obligations of the Company under the BMk CredIt Agreement. Cunningham. KJG and
Gerstell are landlords of the Subsidiaries. See ..c.rtMl Tranuctions - AffIliated Leu..." The guar­
antees of Cunningham, KlG and Gersten are secured by pledgee of substantlatly all of the usets of
each corporation.

The Bank Credit AgrIement contains a number of covenantI which restrict the operation. of the
Company and the Sub8idIariet, Including the abIIIy to: (I) rTWQe, coneoIIdate, acqun or 8IMts; (II)
create acfdftionId tndetDdn..; (1If) pay dMdendl; (iv) ...... certain arrangenwnla wfth ; or
(v) incur corporate epenMa In exCMI of specIIed 1ImtII. The BMk CredIt Agreement prohtbIIa the
Company and the Sub8idIariet from purch.,;"g, redIIrnInGt NIIrIng, acquiring for VIIue, or making any
voluntary payment or prwpayments of principal, I".,.., or aIW amount owing In reapK1 of any "Sub­
ordinated Indebted".... (0 defined In the Bank CNcIt~, except for regutarIy scheduled
payments pursuant to the Instruments~.1UCh SubordIn....I~.The Company hu
received the consent of the BankS to thlt 0Ifertng and 1M UII of the proceedI1hIreOf. The Company
and the Subsldllri" are aIIo prohlbled under the link CrIcIt Agreement from Incurrtng obIIgaIo..,. for
the acquisition of programmil !g, exclUiMt of certIIn ..... In pIIlce at the time of the e.nk Credit
Agreement, if, u a result of such acquisition, the cuh paynw1tI on such proglwnmlng exceed spac­
ified amounts u defined in the Bank Credit Agreement. These specified amounts for the fiscal year
ending December 31, 1992 were $11.5 million.
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In addition. the Company and the Subsidiaries are required to meet certain covenants under the
Bank Credit Agreement, on a consolidated basis, as well as to maintain certain financial ratios, includ­
ing a funded debt ratio, a current debt ratio and a fixed charges ratio.

The Events of Default under the Bank Credit AgrMment include, among others: (i) the failure to
pay principal, interest or other amounts when due; (ii) the failure by the Current Stockholders, KIG,
Cunningham. the Company or the SubsidiarieS to pay when due any other indebtedness in excess of
$100,000 or the happening of any event specified in the instruments governing such indebtedness if the
effect of such event is to cause, or to permit the holder or holders of such indebtedness to caule, such
indebtedness to become due or to be prepaid in fuN prior to its stated maturity; (iii) the making of untrue
representations and warranties; (iv) any of the members of the Smith Family, KIG, Cunningham. the
Company or the Subeldiaries defaults in the performance of Its obligations under the Bank Credit
Agreement and the related security documents; (v) certain events of insolvency or bankruptcy related
to the Current Stockholders. KIG, Cunningham. the Company or the Subsidiaries; (vi) the rendering of
money jUdgments against the Current StOCkhofderl, KIG, Cunningham, the Company or the Subsidiar­
ies in excess of $100,000; (vii) the incurrence of c.-tain lIabiNtles to certain plans governed by the
Employee Retirement Income Security Act of 1974; (viiij during any period of 25 consecutive caI.ndar
months, individuals who were directors of the eomp.ny on the first day of such period shall no longer
constitute a majority of the board of directors of the Company; (ix) the security documents shall be
terminated or shall CHM to be in full force and diet; (x) any broadcast llcens. (other than a non­
material Iicens.) shall be terminated, forfeited or revoked or shall fall to be renewed for any realOn
whatsoever or for any I'HIOn a Subsidiary sh8lt at eny time ceeee to be a licensee under any broad­
cast license (other thM a non-material broadcut ...) rellding to WSFF, WPGH or wrre or the
Company or WPGH, Inc. shall otherwise fall to haw .. ..-qulred authorizations, licenses and perrnb to
construct, own, operate or promote WPGH; (XI) CheI....k. Television LIcensee, Inc. shall CHI8 to be
a wholly owned SublidJery of Ch.sapNke TelevllIon, Inc.; the W'n'E, Channel 28 UCenlH, Inc. shall
cease to be a wholly owned subsidiary of WlTE, ChMnet 28, Inc; the WPGH LicenIM, Inc. shall
cease to be a wholly 0WMd subsldlalry of WPGH, Inc.; the Company shall ceue at any time to own all
of the issued sh8f81 of the capital stock of Chelltpaeke TeIevtsIon, Inc., WTTE, Channel 28, Inc. or
WPGH, Inc.; any of the Curr.nt Stockholders shal CIMe It 8tr'f time to own 25% of the Issued shares
of capital stock of the Company or shall c... to engage in the active management of the Company
and the Subsidiarte. (OCher thM, in any cue, by r.-on of dMItI or disability); or (xii) any transfer of
any common stock of the Company or any of the Sublidlari. or any right to receive such common
stock or any other interelt In the Company or any of the Sublidiariel shall be tranafM'ed .,d either (a)
such transfer shaM .... to comply with any appticabfe preM810n of the Communications Act as amended
from time to time, or lIlY appIlcabI. FCC rul., regllllllion or policy, or (b) the agent under the Bank
Credit Agreement .... not have recetved prior to such tranIfw any opinion reuonably satiafactory to
the majority leneIM ttMnunder of counsel reasonably satisfactory to the majority lenders to the effect
that such transf. doll so comply.

Minority Note and FoundIn' Notes

Und.r the terms of a Stack Purchue Agreement dIIeIcI December 22, 1988 bftWen the Company
and cert8i'l~ of the Company's predecesaor, a ". was Issued in the pfii'1dpIlI amount of
$6.4 million (the "MInorIty Nate"). The Minority Note Is a gen"', uneecured obIlgIltIon of the Company
which matures on .-...y 2, 1997. Interest and~..PIId an JMUIIY 2 and July 1 of..ch and
every year. The MInorIty Nate bears interest at the annuIlI ,. of 1ft. The MInorIty NaIll Is pari paasu
in right of payment to the NoteI."As of September 30, 1913,13.5 million remained outIW1dIng under
the Minority Note.

On September 30, 1980, the Compeny llIUICI the FounctM' NoIM to Jut... S. SmIh and c.otyn
C. Smith. TheM notIe ..HCUI'Id obtigItb_ of the CompIny IUbOrdIn-.s • to right ot payrMnt Ind
as to security to the obfIIdOns of the eomp.ny under the e.ntc Credft~Il In 1ldIan, the
Founders' Not.. .... ptedged as collateral to the 8MkI under the SInk Credit Agrwment. The
Founders' Notes were iIIUed pursuant to • Stock Redemption Agreement, dated 8eptember 30, 1990.
The Founders' Notes mature on May 31, 2005. Th. Founders' Note to Julian S. Smntt Is In the face
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amount of $7.5 million and the Founders' Note to Carolyn C. Smith is in the face amount of $6.7 million.
The Founders' Notes are senior in right of payment to the Notes. Principal payments on the loan from
Julian S. Smith are payable, in various amounts, each October, beginning October 1991 until October
2004, with a balloon payment due at maturity in the amount of $5.0 million. Interest payments of various
scheduled amounts are payable April and October each year. Additionally, monthly interest payments
of $28,750 commenced on April 1993 and will continue until December 1996. As of September 30,
1993. $6.9 million remained outstanding on the Founders' Note to Julian S. Smith.

Principal payments on the loan from Carolyn C. Smith are payable each OctOber, beginning Octo­
ber 1991 until October 2004, with a balloon payment due at maturity in the amount of $4.5 million. The
notes include stated interest rates of 8.75%, payIIbIe annually from OCtober 1990 until October 1992,
then payable semi-annually thereafter, until maturtty. The effective interest rate approximates 9.4%. As
of September 30, 1993, $6.2 millon remained out*ndtng on the Founders' Note to Carolyn C. Smith.

The Subsidiaries, jointly and severally, have guaranteed the principaJ of and interest on both the
Minority Note and the Founders' Note•.

The Founders' Notes contain covenants relating to certain business, financIal, and operating mat­
ters of the Company and the Subsldiarlel, indUdfng, but not limited to: restrictions on payment of
dividends, redemptions of capital stock and certain klndl of investments, mergers and consolidations,
occurrence of liens, sates of assets, capital expendIbJree, changes of control, and occurrence of indebt­
edness. The Minority Note prohibits the payment of dividends during a defautt thereunder.
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DESCRIPTION OF THE NOTES

The Notes offered hereby will be issued under an Indenture to be dated as of , 1993
among the Company, the Guarantors and , as trustee (the "Trustee"), a copy of the
form of which is filed as an exhibit to the Registration Statement and will be made available to prospec­
tive purchasers of the Notes upon request. The Indenture is sUbject to and governed by the Trust
Indenture Act. The following summary of the material provisions of the Indenture does not purport to be
complete, and where reference is made to particular provisions of the Indenture, such provisions,
including the definitions of certain terms, are qualified in their entirety by reference to all of the provi­
sions of the Indenture and those terms made a part of the Indenture by the Trust Indenture Act. For
definitions of certain capitalized terms used in the following summary, see" - Certain Definitions."

General
The Notes will mature on I 2003, will be limited to $100,000,000 aggregate principal

amount, and will be unsecured senior subordinated obligations of the Company. Each Note will bear
interest at. the rate set forth on the cover page hereof from , 1993 or from the most recent
interest payment date to which interest has been paid, payable semiannually on and

each year, commencing , 1994, to the Person In whose name the Note (or
any predecessor Note) is registered at the close of business on the or next
preceding such Int... payment date.

Payment of the Notes is guaranteed by the GuarlntOrs, jointly and severally, on a senior subordi­
nated basis. The Gu-.ntors are comprised of all of the operating Wholly Owned Restricted SubSidIar­
ies of the ComPMY. See "- Guarant...."

Principal of, premium, if any, and interest on the Not.. will be payable, and the Notn will be
exchangeable and transferable (subject to compll8l1ce with transfer restrtettons imposed by applicable
securities laws for so long as the Notes are not registered for reule under the Securltl.. Act), at the
office or agency of the Company in the City of New York maintained for such purpoees (which inltlally
will be the Tru.-e); prr:wtded, however, that payment of Interest may be made at the option of the
Company by check maMed to the Person entitled thweto as shown on the security register. The Notes
will be issued only in fully registered form without coupons, in denominations of $1,000 and any integral
multiple thereof. (Section 302) No service charge will be made for any registration of transfer, exchange
or redemption of NoteI, except in certain circumstances for any tax or other governmental charge that
may be imposed in connection therewith. (Section 305)

Optional Redemption

The Notes will be IUbted to redemption at any time on or after , 1998, at the
option of the Company, in whole or in part, on not leU than 30 nor more than 60 days' prior notice .by
first-class mall In arnounIe of $1,000 or an integral muttlple thereof at the following redemptton prices
(expressed ..~ of the principal amount), if redeemed during the 12-month period beginning

of the ve-s Indicated below:

..!!!!:.
1998
1999
2000
2001

..............

•
and thereafter at 100Wt of the~ amount, in MCh CMe with accrued and unpIIId Intereet,
if any, to the redernpllan ... (sub;eet to the right of hoIc*I of record on retevMt record dates to
receive Interest due on an J.-- payment date).

In addition: It MY time on or prior to , 1998, the Company may ..11m up to 25% of
the original~ ImOUnt of Notes with the net praceedl of a PubIc Equity 0IIrtnQ of the Company
at % of the aggregate principal amount, together with accrued and unpaid Intereet, If any, to the
redemption date (subject to the right of holders of record on relevant record dates to receive Interest
due on an interest payment date).
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If less than all of the Notes are to be redeemed, the Trustee shall select the Notes or portions
thereof to be redeemed pro rata. by lot or by any other method the Trustee shall deem fair and
reasonable. (Sections 203. 1101, 1105 and 1107)

Sinking Fund

There will be no sinking fund.

Subordination

The payment of the principal of, premium, if any, and interest on, the Notes will be sUbordinated.
as set forth in the Indenture, in right of payment in c.h or cash equivalents or in any other form as
acceptable to the holders of Senior Indebtedn.., to the prior payment in full of all Senior Indebted­
ness. The Notes will be senior subordinated indebtedneas of the Company ranking pari passu with all
other existing and Mure senior subordinated indebtedness of the Company and senior to all existing
and future Subordinated Indebtedness of the Company.

During the continuance of any default in the payment of any Designated Senior Indebtedness no
payment (other than payments previously l'1'18Ide pursuant to the provisions described under
"- Defeasance or Covenant Defeasance of Indenture") or distribution of any ...... of the Company of
any kind or character (excluding certain permitted equity Interests or subordinated securities) shall be
made on account of the principal of, premium, If any, or interest on, the Note. or on account of the
purchase, redemption, defeasance or other acquiIitJon of, the Notes unlesa and until such default has
been cured, waived or has ceased to exIst or such OIIignatld senior Indebtednes. shall have been
discharged or paid in full in cash or cash equiValents or in any other form as acceptable to the holders
of Senior Indebtedness.

During the continuance of any non-payment defIIuIt with reapect to any Dealgnated Senior Indebt­
edness pursuant to which the maturity thereof may be IlCCeIerated (a "Non-payment Default") and after
the receipt by the Trustee1rom a representatiVe of the holder of any Deeignated Senior Indebtedness of
a written notice of such default, no payment (olher than payments previously made pursuant to the
provisions described under "- Defeasance or Covenant DefeaIance of Ind.n.ture") or dl8tribution of
any assets of the Company of any kind or character (excluding cert8Jn permitted equity or subordinated
securities) may be made by the Company on account of the principal of, premium, if any, or Interest on,
the Notes or on account of the purchase, redempllon, defealance or other acquisition of, the Notes for
the period specified below (the "Payment Blockage PeriocItI

).

The Payment Blockage Period shall commence upon the receipt of notice of the Non-payment
Default by the Trustee and the Company from a ......ntattve of the holder of any OeIJgnated senior
Indebtedness and IhaI end on the earliest of (Q the ftrIt d. on which more th.. 179 days Ittall have
elapsed since the rectIpt of such written notice~ such Delignated Senior Inclebtldnlsl as to
which notice wu gtven shall not theretofore have~ acc....ated), QI) the date on which such Non­
payment Default (1ncI all Non-payment Defaults. to which notice is given after such Payment Block­
age Period is intillllld) 11'I cured, waived or CIMId to uiIt or on which such DeeignIItId senior
Indebtedn... Is diIctW'gId or paid in full in cuh or cuh equiYIIenbI or In any other form • accept­
able to the holders of OeIignated Senior Indebtedne. or (II) the dtlt8 on which such Payment Block­
age Period (and all Non-paym.nt Defaults 81 to whICh notk:e /I given after such Paym_ Blockage
Period is Intfated) • .,.. have been terminated by ...... notice to .,. Company or the Tru" fIom the
representatiVee of hoIderI of Dpgnatld Senior IndlbtldMII InIIating such payment Blockage P.
rlod, after which, In the cue of claus. (I), (H) and (11).'" Company""" promptly,..."". making any
and all required payments in respect of the NoteI, InC:Iudfng IIrf milled payrnentI. In no went will a
Payment Siockage Period extend beyond 119 daye from the d.- of the receipt by the Company or the
Trustee of the '"otice Initiating such Payment Blockage '-1od (1UCh 119-c1ay period rlfwred to • the
"Initial Period"). Any number of notice. ofNo~DIfa*t may be given during the IntIIaI Period;
provided that during any 365-day conHCUtlve period onfy one payment Blockage Period during which
payment of principal of, or interest on, the Notes may not be made may commence and the duration of
the Payment Siockage Period may not exceed 119 days. No Non-payment Default with respect to
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Designated Senior Indebtedness which existed or was continuing on the date of the commencement of
any Payment Blockage Period will be, or can be, made the basis for the commencement of a second
Payment Blockage Period. whether or not within a period of 365 consecutive days, unless such default
has been cured or waived for a period of not less than 90 consecutive days. (Section 1203)

If the Company fails to make any payment on the Notes when due or within any applicable grace
period. whether or not on account of the payment blockage provisions referred to above, such failure
would constitute an Event of Default under the Indenture and would enable the holders of the Notes to
accelerate the maturity thereof. See" - Events of Default."

The Indenture will provide that in the event of any insolvency or bankruptcy case or proceeding, or
any receivership, liquidation, reorganization or other similar case or proceeding in connection therewith,
relative to the Company or its assets, or any Iiqulclation, dissolution or other winding up of the Com­
pany, whether voluntary or involuntary and whether or not involving Insolvency or bankruptcy, or any
assignment for the benefit of creditors or any other marthalling of aneta or liabilities of the Company.
all Senior Indebtedneu must be paid in full in cash or cash equivalents or in any other manner accept­
able to the holders of Senior Indebtedness, or provision made for such payment, before any payment or
distribution (excluding distributions of certain permitted equity or subordinated securities) is made on
account of the principal of, premium. if any. or interest on the Notes. (Section 1202)

By reason of such subordination. in the event of IlqWdatlon or insolvency, creditors of the Company
who are holders of Senior Indebtedness may recover more, ratably, than the holders of the Notes, and
funds which would b. otherwise payabl. to the ttoIc*I of the Notes will be paid to the hokt.rs of the
Senior Indebtedne.. to the extent necessatY to pay the Senior Indebtedne.. In full in cuh or cash
equivalents or in any other manner acceptable to the hotders of Senior Indebtedness, and the Com­
pany may be unable to meet its obligations fully with respect to the Notes.

Each Guarantee of a Guarantor will be an unMCUred senior subordinated obtlgatlon of such Guar­
antor, ranking pari passu wtth, or senior in right of payment to, alt oth.r existing and future Indebted­
ness of such Gu8l'Wrtor that is expreuly suborcllNlted to Guarantor Senior Indebtedness. The
Indebtedness evidenced by the Guarantees wttf be subordinated to Guarantor Senior Indebtedness to
the same extent as the Notes are subordinated to SeNor Indebtedn.. and hold.... of certain desig­
nated Guarantor Senior Indebtedness will be able to Initiate payment blockage period., upon terms
substantially comparable to the rights to initiate payment blockage periods held by holders of Desig­
nated Senior Inde'btedneu.

"Senior Indebtednell" is defined as the principal of, premium, If any, and Interest (Including inter­
est accruing after the flNng of a petition inlttatlng any prcceedfng under any state, federal or tor"gn
bankruptcy law wn-. or not ailowable as a cIIlim in such proceeding) on any Indebtednels of the
Company (other than .. otherwise provided In thiI deftnttIon), whether outstanding on the date of the
Indenture or thereafter cntated, incurred or MlUmed. IItd whether at any time owing. aau.IIy or con­
tingent. unless, in the c-. of any particular IndlJbtednel8, the Instrument creating or evidendng the
same or pursuant to wtIfch the same is outatanding exprellly provId. that such Indebtednea Bhatl not
be senior in right of payment to the Notel. WIthout limiting the generality of the foregoing, "Senior
Indebtedness" .... Include the principal of, premium, If any, and Interest (IndUdIng Interest accruing
after the fling at • pefftfon initiating any proceeding undlr any state. federal or fcnIgn bMkruptcy law
whether or not ........ a claim in such proceeding) and all other obtigaUonl of wery nature of the
Company from time to time owed to the I...... (or .... agent) und. the 8Ink CredIt AgrMment;
proVided, howewr, _ 8I'rf Indebtedne.. unct.1Irf r'IInancing, refundtng or repl8cement of the Bank
Credit Agreement shIIIl not conihtute Senior Il'ldlDeNn•• to the .aent that the IntJeIMdn•• ther.
under is by its expr.. terms BUboI'dlnate to any ott. Ind"'ldM.. of the ComPI"Y. Ind OQ Indebt­
edness outstanding un. the Founders' Notel.~ng the foregoing, "senJor Indebtedness"
shall not include (I) 1ndet*dneUevtd~by the ...., (II) IndeIItIeIneII that lllUbardIn•• or junior
in right of payment to any tndebtedne.. at the CoInpMy, (II) Indebtednell which when Incurred and
without respect to any ...etIon under Section 1111 (b) of TItle 11 United StateI Code, Is without r.
course to the Company, (Iv) Indebtedness which il ......nted by Dlsquallfted Equity In...... (v) any
liability for foreign. federat, state, local or other taxe. owed or owtng by the Company. (vi) Indebtedness
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of the Company to the extent such liability constitutes Indebtedness to a Subsidiary or any other
Affiliate of the Company or any of such Affiliate's subsidiaries, (vii) that portion of any Indebtedness
which at the time of issuance is issued in violation of the Indenture, (viii) Indebtedness owed by the
Company for compensation to employees or for services and (ix) Indebtedness outstanding under the
Minority Note.

"Guarantor Senior Indebtedness" is defined as the principal of, premium, if any, and interest (in­
cluding interest accruing atter the filing of a petition initiating any proceeding under any state, federal or
foreign bankruptcy laws whether or not allowable as a claim In such proceeding) on any Indebtedness
of any Guarantor (other than as otherwise provided in this deflnition), whether outstanding on the date
of the Indenture or thereafter created, incurred or assumed, and whether at any time owing, actually or
contingent, unless, in the case of any partfcularlndebteclness, the instrument creating or evidencing the
same or pursuant to which the same is outstanding expressly provides that such Indebtedness shall not
be senior in right of payment to any Guarantee. WIthout limiting the generaJlty of the foregoing, "Guar­
antor Senior Indebtedness" shall include O} the principaJ of, premium, If any, and interest (including
interest accruing after the filing of a petition initiating any proceeding under any state, federal or foreign
bankruptcy law whether or not allowable .. a claim in such proceeding) and all other obligations of
every nature of any Guarantor from time to time owecl to the I.nd.... (or their agent) under the Bank
Credit Agreement; provided, however, that any Indebtedn.. under any refinancing, refundIng, or
replacement of the Bank Credit Agreement shall not constitute Guarantor Senior Indebted"... to the
extent that the Indebtednes. thereunder is by its expreu terms subordinate to any other Indebtedness
of any Guarantor, and (ii) Indebtedness evidenced by any g.-ant.. of the Founders' Nota. Notwith­
standing the foregoing, "Guarantor Senior Indlbtldnl.... shill not Include (I) Indebtedness evIclenced
by the Guarant..., (ii) Indebtedness that is subordinate or junior in right of payment to any Indebted­
ness of any GuMantor, (iii) Indebtedness which when incumtd and without reapect to any election
under Section 1111 (b) 01 Title 11 United States Code, is without recoul"le to any Guarantor, (Iv) Indebt­
edness which is represented by Disqualified Equity I"....., (v) any llabiitty for foreign, federal, state,
local or other taxes owed or owing by any Guarantor to the extent such liability constitutes Indebted­
ness, (vi) Indebtedneu of any Guarantor to a Subeidlary or any other Afftllate of the Company or any of
such Affiliate's subsidiaries, (vii) Indebtedness evtdenced by any guarantee of any Subordinated In­
debtedness or Pari Passu Indebtedness, (viII) that portion of any Indebtedness which at the time of
issuance is issued in violation of the Indenture, (IX) Indebtedn.. owed by any Guarantor for compen­
sation to employees or for services and (x) any guarantee of the Minority Note.

"Designated Senior Indebtedness" is defined _ (I) all senior Indebtedness outstanding under the
Bank Credit Agreement and (Ii) any other Senior Indebeldnea which Is incurred pursuant to an agre.
ment (or series of retated agreements) simultaneouely entered Into providing for Indlbtedneu, or com­
mitments to lend, of at last $25,000,000 at the time of determtnatlon and Is spectftcally dfttgnated In
the instrument evidencing such Senior Indebted"... or the agreement under which such senior Indebt­
edness arises as "Delignated Senior Indebtedness" by the Company.

As of September 30, 1993, on a pro forma basis, aft.- giving effect to the .... of the Notes 8l1CI the
application of the HdITllltlld net proceeds thereof, the aggregllte Ift'1OUnt of Senkw Indebtednell that
ranked senior in right of payment to the Notes would have bien $19.4 million, and the aggregate
amount of Indlbtldnea that is pari passu in right of payment with the Notes would have beln $3.5
million. In conneclion with the Proposed Acquisitions, the Company Intends to Incur an additional $175
million'of Indebtldneu, all or a portion of which may conlllute Slnlor Indlbtec:tnell. see "Investment
Considerations - Subordination of the Notes and the Gu""".; AI8It Encumtnncll" and "Capi­
talization." The Company's and its Subsidiaries' ability to incur adc:IItJOnaIlndlbtednesa is I'IItIictId as
set forth under "Certain Covenatltl - Limitation on Indebtednea." Any IndIbtedn... which can be
incurred may constitute additional senior Indebtedn... or Guarantor senior IndetMdness.

Gua,.""" .
The Guarantors witl, jointly and severaily, unconditionaly gu.... the due II1d punc:tuaI payment

of principal of, premium, If any, and Interest on, the Notes. Such~.. will be IUbordInalld to the
Guarantor Senior Indebtedness. See" - SubOrdination." As of S8ptember, 1993, on a pro forma basis,
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after giving effect to the sale of the Notes offered hereby and the application of the estimated net
proceeds thereof, the aggregate amount of Guarantor Senior Indebtedness that ranked senior in right
of payment to the Guarantees would have been $27.7 million (including $19.4 million of outstanding
indebtedness representing guarantees of Senior Indebtedness). In addition, under certain circum­
stances described under "- Certain Covenants - Limitations on Issuances of Guarantees of and
Pledges for Indebtedness. " the Company is required to cause the execution and delivery of additional
Guarantees by Restricted SUbsidiaries. (Section 101 2).

In addition, upon any sale, exchange or transfer, to any Person not an Affiliate of the Company, of
all of the Company's Equity Interest in, or all or substantially all of the assets of, any Guarantor. which
is in compliance with the Indenture. such Guarantor shall be released from all its obligations under its
Guarantee.

The Guarantors consist of all of the Company's exiating Subsidiaries which are: Chesapeake Tele­
vision, Inc., WTTE, Channel 28, Inc., WPGH, Inc., WTTO, Inc., and WCGV, Inc., each a Maryl'and
corporation.

.. Certain Covenants

The Indenture contains. among others, the foflowing covenants:

Limdation on Indebtedness. The Company wlH not, and will not permit any R8$triCteCl Subsidiary
to. create, incur, assUme or directly or indirectly guarantee or In any other manner become directty or
indirectly liable for ("incur") any Indebt8dn... (Inetudng AcquJrad Indebtedn...). except that the Com­
pany may incur Indebtedness and a Gu.,.."tor may incur PermtttecI Sublldlary Indebtedness if, In each
case, the Debt to Operating Cash Flow Ratio of the Company and Its Restricted Subsidiaries at the
time of the incurrence of such Indebtedn.... aft. giving pro tonna effect thereto, is 7:1 or less.

The foregoing limitation will not apply to the incurrence of any of the following (collectively, "Per­
mitted Indebtedness"):

(i) Indebtedness of the Company under the Bank Credit Agreement In an aggregate principal
amount at any on. time outstanding not to .eNd (a) '175,000,000 under any term loans made
pursuant thereto and Incurred to finance the Permitted Acqulaltlon. minus all principal payments
made in respect of any term loans subsequent to the consummation of the Permitted Acquisition;
provid.d that such amount shall be reduced by the amount of any Indebtedness incurred pursuant
to claus. (Iv) of this definition of "Permitted Indebtedness"; and (b) '25,000,000 under any revolv­
ing credit facility thereunder,

(ii) Ind.btednea of the Company pursuant to the Not.. and Indebtedn... of any Guarantor
pursuant to a Guarantee;

(iii) Indebtedn•• of any Guarantor conli8tlng of a guarantee of the Company's Ind.btedness
under the Bank CredIt Agreement;

(Iv) Permm.d Acquilitlon Indebtedn... In the aggreoIte principal amount at any time out­
standing not to exceed '175.000.000 minus the amount of any Indebtedn... IncurrecI pursuant to
clau. (ij(.) ofthfl dlftnftion of "Permltted Indebtedne.". provided that any Permttted AcquIsitIon
Indebtedn... incurred by the Company shall have an Averag. life to Stated Maturity no shorter
than the Averag. life to Stated Maturity of the Notes.

(v) Indebtedneu of the ComptlnY or any Restrtcted Sublldlary outstanding on the date of the•Indenture and listed on SChedul. I thereto:

(vi) Indebtedneu of the Company owing to a AeItrtcted Sublidlaly; provided that any Indebt­
edness of the Company owing to • RIItricted SubIidIary thIIt Ie not a Guarantor Is made pursuant
to an intercompany note and is subordlnlded in rtght of payment from and ...... such time u the
Notes shall become due and payable (whether It Stated M8tVrIty. acceferatIon or otherwise) to the
payment and performance of the Company" Obltgations under the Notes; provided. further, that
any disposition, pledge or tranSfer of any such Ind.btedn.ss to a Person (other than a disposition,
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(iv) declare or pay any dividend or distribution on any Equity Interests of any Subsidiary to any
Person (other than the Company or any of its Wholly Owned Restricted Subsidiaries);

(v) incur. create or assume any guarantee of Indebtedness of any Affiliate (other than a Wholly
Owned Restricted Subsidiary of the Company); or

(vi) make any Investment in any Person (other than any Permitted Investments)

(any of the foregoing payments described in clauses (i) through (vi), other than any such action that is
a Permitted Payment. collectively, "Restricted Payments") unless after giving effect to the proposed
Restricted Payment (the amount of any such RMtricted Payment, if other than cash, as determined by
the Board of Directors of the Company, whoae determination shall be conclusive and evidenced by a
board resolution), (1) no Default or Event of Defautt shatl have occurred and be continuing and such
Restricted Payment shaU not be an event which Is. or after notice or lapse of time or both, would be, an
"event of default" under the terms of any Indebted"... of the Company or its Restricted SUbsidiaries;
and (2) the aggregate amount of all such Restricted Payments declared or made after the date of the
Indenture does not exceed the sum of:

(A) an amount equal to the ComP8l1y's CumUlative Operating Cash Flow less 1.4 times
the Company's Cumulative Consotldated Interest Expense; and

(8) the aggregate Net Cash Proceeds received after the date of the Indenture by the
Company from capital contributions (Clilh. than from a Subsidiary) or from the ilsuance or
sale (other thlll to any of Its Subsld.....) of Its Qualtfted Equity Interests (except. In each
case, to the extent such proceeds are used to purch... redeem or otherwise retire Equity
Interests or Subordinated Indebtedness 81 set forth below).

(b) Notwithstanding the foregoing. and In the CII8 01 CJauHl (Iij through (v) beloW, so long as
there is no Default or Event of Default continuing, the foregoing provisions shall not prohibit the follow­
ing actions (clause. (i) through (v) betng ,..,.".ed to as "Permitted Payments"):

(i) the payment of any dividend within 80 days after the date of declaration thereof, if at such
date of declaraUon such payment would be permitted by the provisions of paragraph (a) of this
Section and such payment shall be deemed to have been p8kf on such date of decfaratlon for
purposes of the catculatlon required by paragraph (a) 01 this Section;

(II) any tranUlCtion with an offtcer or dlreceor of the Company entered Into in the ordinary
course of business (including compensation or employee benent arrangements with any omcer or
director of the Company);

(III) the~. redemption, or oth.1CqUtIItIon or retirement of IIt'f Equtty lmer.ts of, the
Company inex~ for (Including at1y such exchange pursuant to the exerclle of a conversion
right or privilege In connection therewith C8IIh II piid In lieu of the IIsuMce 01 hctionaa shares or
scrip), or out of the Net Cash Proceedl of, asublltlntlally concurrent _ue and .... tor C8Ih (other
than to a SubIfdIary) of other Qu.tfted Equity Intereltl of the Company; ptrNfded that the Net
Cash Proceeds tram the Issuance of such 0uaIIfted Equity Interests are excluded from clause
(2)(8) of paragraph (a) of this Section;

(tv) any repurc:tlase, redemption, d....IIIC8. retirement, reftnancing or ICqUtIItIon for value
or payment of prtnCipaJ of any SubordiNlhld IndIbtedneII In exchange for. or out of the net pr0­
ceeds of, a substMtiaJly concurrent lnuance at1d .... for CMh (other ... to Ilff Subl'dlaly of the
Company) of any 0uatIfted Equity I"..... of the CompMy, ptrNfded that the Net CaIh Proceeds
from the issuance of such shares of Quaftfted Equity Int....... are excluded from clause (2) (8) of
paragraph (a) of this Section; and

(v) the repurchase, redemption.~.I~ refinancing or acquiIttion for value or
payment 01 prIncipat of any SUbordlnetedI~ (other than DIIqUIIIIfted EquIy Interests) (a
"refinancing") through the issuance of new Subon:lln••d IndetndMa of the Company, as the
case may be, provided that any such new fndebtttdn.. (1) shall be In a prtnctpaI amount that
does not exceed the principal amount so refinanced or, If such Subordinatlcl Indebtedness pro-
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vides for an amount less than the principal amount thereof to be due and payable upon a decla­
ration or acceleration thereof, then such lesser amount as of the date of determination), plus the
lesser of (I) the stated amount of any premium. interest or other payment required to be paid in
connection with such a refinancing pursuant to the terms of the Indebtedness being refinanced or
(II) the amount of premium, interest or other payment actually paid at such time to refinance the
Indebtedness, plus. in either case, the amount of expenses of the Company incurred in connection
with such refinancing; (2) has an Average Ufe to Stated Maturity greater than the remaining Aver­
age Life to Stated Maturity of the Notes; (3) has a Stated Maturity for its final scheduled principal
payment later than the Stated Maturity for the final scheduled principal payment of the Notes; and
(4) is expressly subordinated in right of payment to the Notes at least to the same extent as the
Indebtedness to be refinanced. (Section 1009)

Limitation on Transactions with Amllates. The Company will not, and will not permit any of its
Restricted Subsidiaries to, directly or indirectly, enter into or suffer to exist any transaction or series of
related transactions (including, without limitation, the ...., purchue, exchange or lease of assets,
property or services) with any Atflliate of the Company (other thM the Company or a Wholly Owned
Restricted SUbsidiary) unless (a) such tranlllCtlon or ..... of trlneactlons Is in writing on terms that
are no less favorable to the Company or such~ SubIk'J*y, u the cue may be, than would
be available in a comparable transaetkln in arm'S-lengl'1 dealfngs wtth an unrelated third party and (b)
(i) with respect to any transaction or seriel of tranudlons InvoMng aggregate payments In excess of
$1,000,000, the Company deliversan~' cer'ItIIc* to the Truatee certlfytng that such transaction
or series of related tranuetlons complies wtth cIau.. (a) Ibove ancI such transaction or series of
related transactions hu been approved by a mIjortty of the members of the Board of Directorl of the
Company (and approved by a majority of Indepllldent 0iNlCt0rI or, In the event there Ie only one
Independent Director, by such Independent 01""'" and (Ii) with fIIPICl to any tranuctlon or __ of
transactions involving aggregate payments in .XC8U of 15,000,000, an opinion as to the faim.. to the
Company or such Reetrlcted SUbsidiary from a fInenciII point of view ISIUICl by an InveatmMt banking
firm of national standing. Notwtthstandlng the fofegai1g, this provIIIan will not apply to (A) IIfI/ transac­
tion with an officer or director of the Company entered Into in the ordinary course of buslne8a (including
compensation or employee benefit arrangementl wtItI any~ or dlNCtOr of the CompMy), (8) any
transaction entered Into by the Company or one of ttl Wholly Owned R88tricted SublldlMel with a
Wholly Owned Restricted Subsidiary of the Company, and (C) transactions In existence on the date of
the Indenture. (Section 1010)

Limitation on Senior Subordinated Indebtednea. Th. CompMy will not, and wil not permit any
Guarantor to. directty or indirectty, create, incur, isaue, Ulume, guarantH or othwwiM In any manner
become direetty or Indftcdy IIabkt for or with rnpect 10 or otherwI.. pennit to IXIIt any Indebtedne..
that is subordinate In right of payment to any Indebtedneu of the Company or such Guarantor, as the
case may be, un.... 1UCh Indebtedness is ailO pari pasu wfth the Notes or the GuanIntee of such
Guarantor, ors~ In right of payment to the Notte or such Guarwrtee to at Ieut the same
extent as the Notee or IUCh Guarantee are subordinate In right of payment to senior Indet*dness or
Guarantor Senior Indebtedn..., as the case may be. u set forth In the Indenture. (Section 1011) .

Limitation on lAna. The Company will not, ancI will not permit any R8ItrlcI8d SUblidiary to,
directly or indirectly,~, incur, atflrm or suffer to extIt any Uen of any kind upon any of Ita property
or assets (including any Inteft:Ompany not..), now owned or acquirId after the cs-. of.. IndInture, or
any income or proftll ....om, except if the NoeeI .. dnctty aecured eqUIIIIy Md~ with (or
prior to in the C8M of Uene wItb respect to Subordi,.., IndebtednIII) the~ or n.bIIIty se­
cured by such Usn, excluding, however, from the~n of the foregolng any of the following:

(a) any Uen exi8tJng as of the date of the Indenture and lilted on a schedule tIw8to;

(b) any Uen arilIk1g by rason of (1) any jUdgnwlt, decree or order of any court. 10 long .. such
Uen is adequately bonded and any appropriate Iegef proceednga which may haw bien duly initiated
for the review of such judgment, decree or order shalf not have bien finally terrnInatId or the period
within which such proceedings may be initiated shaft not have expired; (2) tax. not yet delinquent or
which are being contested in good faith; (3) security for payment of workers' compenutton or other
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