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Dear Shareholders,

I am happy to be turning the page' on 2009, ,

The economic recession took a heavy toll on the media industry, as businesses slashed
their advertising spending. Our sales fell 12%, less than local-media peers but still a
decline far beyond anything I have experienced since becoming CEO in 1989.

I am extremely proud of how we as an organization responded to the challenge. Building
on steps we began when we first recognized the downturn’s severity, we cut our eXxpenses
by $71 million, a 10% reduction in what many had considered to be a fixed-cost business
largely incapable of adjusting to sales trends. In addition, as I committed that we would a
year ago; we reduced our capital spending significantly, slowed our digital deployment
and put acquisition activity on hold.

These measures permitted us to generate $241 million in free cash flow — a 40% increase
from 2008 - which we dedicated to reducing debt. In addition, with concerns about our
balance sheet weighing heavily on our share price, we negotiated an amendment to our
bank credit facility in the spring and issued new debt that we used to replace convertible
bonds with a shorter maturity. Taken together the moves increased our interest expense
but provided more financial headroom had the operating environment continued to
deteriorate.

With the balance sheet issues addressed and with hopes for an economic recovery grow-
ing, our shares rebounded strongly in the fall, finishing 2009 more than 150% higher for
the year.

We expect 2010 to be a year of modest improvement. As the year began, we saw hopeful
signs, particularly in our digital business, which accounts for more than 10% of our
billboard billing. We intend to maintain our control on costs and again limit our capital
spending, with a plan to accelerate our digital deployment once we see advertising
demand improve. In the meantime, we will use free cash flow to reduce outstanding debt.

Despite the struggles of the past 18 months, I remain very upbeat about our future.
Advertisers continue to value our ability to deliver an attentive audience at an affordable
rate. As economic growth resumes, so will ours.

I want to thank our customers, our shareholders and particularly our employees, whose
hard work and sacrifice have allowed us to navigate the downturn as successfully as we

have.

Sincerely,

Kevin Ié;ly,J : ﬁ/'
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NOTE REGARDING FORWARD-LOOKING STATEMENTS

Certain information included in this report is forward-looking in nature within the meaning of Section 27A of the Securities Act of
1933 and Section 21E of the Securities Exchange Act of 1934, This report uses terminology such as “anticipates,” “believes,” “plans,”
“expects,” “future,” “intends,” “may,” “will,” “should,” “estimates,” “predicts,” “potential,” “continue” and similar expressions to
identify forward-looking statements. Examples of forward-looking statements in this report include statements about:

e Lamar Advertising Company’s future financial performance and condition;

e the Company’s business plans, objectives, prospects, growth and operating strategies;
e market opportunities and competitive positions;

e  estimated risks; and

e stock price.

Forward-looking statements are subject to known and unknown risks, uncertainties and other important factors, including but not
limited to the following, any of which may cause the Company’s actual results, performance or achievements to differ materially from
those expressed or implied by the forward-looking statements:

e the severity and length of the current economic recession and its affect on the markets in which the Company operates;
e the levels of expenditures on advertising in general and outdoor advertising in particular;

o risks and uncertainties relating to the Company’s significant indebtedness;

e the Company’s need for, and ability to obtain, additional funding for acquisitions and operations;
e increased competition within the outdoor advertising industry;

e the regulation of the outdoor advertising industry;

o the Company’s ability to renew expiring contracts at favorable rates;

e the integration of businesses that the Company acquires and its ability to recognize cost savings and operating efficiencies as
a result of these acquisitions;

e the Company’s ability to successfully implement its digital deployment strategy; and
e changes in accounting principles, policies or guidelines.

The forward-looking statements in this report are based on the Company’s current good faith beliefs, however, actual results may
differ due to inaccurate assumptions, the factors listed above or other foreseeable or unforeseeable factors. Consequently, the
Company cannot guarantee that any of the forward-looking statements will prove to be accurate. The forward-looking statements in
this report speak only as of the date of this report, and Lamar Advertising Company and Lamar Media Corp. expressly disclaim any
obligation or undertaking to update or revise any forward-looking statement contained in this report, except as required by law.

INDUSTRY AND MARKET DATA

The industry and market data presented throughout this report are based on the experience and estimates of the Company’s
management and the data in reports issued by third-parties, including the Outdoor Advertising Association of America (OAAA). In
each case, the Company believes this industry and market data is reasonable. The Company has not, however, independently verified
the industry and market data derived from third-party sources, and no independent source has verified the industry and market data
derived from management’s experience and estimates.



PART 1
ITEM 1. BUSINESS
General

Lamar Advertising Company, referred to in this Annual Report as the “Company” or “Lamar Advertising” or “we” is one of the
largest outdoor advertising companies in the United States based on number of displays and has operated under the Lamar name since
1902. We operate in a single operating and reporting segment, advertising. We sell advertising on billboards, buses, shelters, benches
and logo plates. As of December 31, 2009, we owned and operated approximately 150,000 billboard advertising displays in 44 states,
Canada and Puerto Rico, over 100,000 logo advertising displays in 21 states and the province of Ontario, Canada, and operated over
27,000 transit advertising displays in 16 states, Canada and Puerto Rico. We offer our customers a fully integrated service, satisfying
all aspects of their billboard display requirements from ad copy production to placement and maintenance.

The Company’s Business
We operate three types of outdoor advertising displays: billboards, logo signs and transit advertising displays.
Billboards. We sell most of our advertising space on two types of billboards: bulletins and posters.

*  Bulletins are generally large, illuminated advertising structures that are located on major highways and target vehicular
traffic.

® Posters are generally smaller advertising structures that are located on major traffic arteries and city streets and target
vehicular and pedestrian traffic.

In addition to these traditional billboards, we also sell digital billboards, which are generally located on major traffic arteries and
city streets. As of December 31, 2009, we owned and operated approximately 1,150 digital billboard advertising displays in 38 states,
Canada and Puerto Rico.

Logo signs. We sell advertising space on logo signs located near highway exits.
* Logo signs generally advertise nearby gas, food, camping, lodging and other attractions.

We are the largest provider of logo signs in the United States, operating 21 of the 27 privatized state logo sign contracts. As of
December 31, 2009, we operated over 100,000 logo sign advertising displays in 21 states and Canada.

Transit advertising displays. We also sell advertising space on the exterior and interior of public transportation vehicles, transit
shelters and benches in 63 markets. As of December 31, 2009, we operated over 27,000 transit advertising displays in 16 states,
Canada and Puerto Rico.

Corporate History

We have operated under the Lamar name since our founding in 1902 and have been publicly traded on NASDAQ under the
symbol “LAMR?” since 1996. We completed a reorganization on July 20, 1999 that created our current holding company structure. At
that time, the operating company (then called Lamar Advertising Company) was renamed Lamar Media Corp., and all of the operating
company’s stockholders became stockholders of a new holding company. The new holding company then took the Lamar Advertising
Company name, and Lamar Media Corp. became a wholly owned subsidiary of Lamar Advertising Company.

In this Annual Report, we refer to Lamar Advertising Company as the “Company” or “we” and Lamar Advertising’s wholly
owned subsidiary Lamar Media Corp. as “Lamar Media.”

Where you can find more information

We make our annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, and amendments to
these reports available free of charge through our website, www.lamar.com, as soon as reasonably practicable after filing them with,
or furnishing them to, the Securities and Exchange Commission. Information contained on the website is not part of this Annual
Report.



Operating Strategies

We strive to be a leading provider of outdoor advertising services in each of the markets that we serve, and our operating strategies
for achieving that goal include:

Continuing to provide high quality local sales and service. We seek to identify and closely monitor the needs of our customers
and to provide them with a full complement of high quality advertising services. Local advertising constituted approximately 79%
of our net revenues for the year ended December 31, 2009, which management believes is higher than the industry average. We
believe that the experience of our regional and local managers has contributed greatly to our success. For example, our regional
managers have been with us for an average of 28 years. In an effort to provide high quality sales and service at the local level, we
employed over 750 local account executives as of December 31, 2009. Local account executives are typically supported by
additional local staff and have the ability to draw upon the resources of our central office, as well as, our offices in other markets,
in the event business opportunities or customers’ needs support such an allocation of resources.

Continuing a centralized control and decentralized management structure. Our management believes that, for our particular
business, centralized control and a decentralized organization provide for greater economies of scale and are more responsive to
local market demands. Therefore, we maintain centralized accounting and financial control over our local operations, but our local
managers are responsible for the day-to-day operations in each local market and are compensated according to that market’s
financial performance.

Continuing to focus on internal growth. Within our existing markets, we seek to increase our revenue and improve cash flow
by employing highly-targeted local marketing efforts to improve our display occupancy rates and by increasing advertising rates
where and when demand can absorb rate increases. Our local offices spearhead this effort and respond to local customer demands
quickly.

In addition, we routinely invest in upgrading our existing displays and constructing new displays. From January 1, 2000 to
December 31, 2009, we invested approximately $1.2 billion in improvements to our existing displays and in constructing new
displays. Our regular improvement and expansion of our advertising display inventory allow us to provide high quality service to
our current advertisers and to attract new advertisers.

Continuing to pursue other outdoor advertising opportunities. We plan to pursue additional logo sign contracts. Logo sign
opportunities arise periodically, both from states initiating new logo sign programs and states converting from government-owned
and operated programs to privately-owned and operated programs. Furthermore, we plan to pursue additional tourist oriented
directional sign programs in both the Untied States and Canada and also other motorist information signing programs as
opportunities present themselves. In addition, in an effort to maintain market share, we continue to pursue attractive transit
advertising opportunities as they become available.

Reducing operating expenditures in light of the economic downturn. During 2009, we significantly reduced operating and
capital expenditures to position the Company to manage through the current recession and to ensure that the Company is well
positioned for a recovery in the general economy. Although we have historically invested in capital expenditures and strategic
acquisitions, we are planning to continue to limit our spending on operating and capital expenditures, including acquisition activity
during 2010.

COMPANY OPERATIONS
Billboard Advertising

We sell most of our advertising space on two types of billboard advertising displays: bulletins and posters. As of December 31,
2009, we owned and operated approximately 150,000 billboard advertising displays in 44 states, Canada and Puerto Rico. In 2009, we
derived approximately 72% of our billboard advertising net revenues from bulletin sales and 28% from poster sales.

Bulletins are large, advertising structures (the most common size is fourteen feet high by forty-eight feet wide, or 672 square feet)
consisting of panels on which advertising copy is displayed. We wrap advertising copy printed with computer-generated graphics on a
single sheet of vinyl around the structure. To attract more attention, some of the panels may extend beyond the linear edges of the
display face and may include three-dimensional embellishments. Because of their greater impact and higher cost, bulletins are usually
located on major highways and target vehicular traffic. At December 31, 2009, we operated approximately 68,000 bulletins.



We generally sell individually-selected bulletin space to advertisers for the duration of the contract (usually one to twelve months).
We also sell bulletins as part of a rotary plan under which we rotate the advertising copy from one bulletin location to another within a
particular market at stated intervals (usually every sixty to ninety days) to achieve greater reach within that market.

Posters are smaller advertising structures (the most common size is eleven feet high by twenty-three feet wide, or 250 square feet;
we also operate junior posters, which are five feet high by eleven feet wide, or 55 square feet). Poster panels utilize a single flexible
sheet of polyethylene material that inserts into the face of the panel. Posters are concentrated on major traffic arteries and target
vehicular traffic, and junior posters are concentrated on city streets and target hard-to-reach pedestrian traffic and nearby residents. At
December 31, 2009, we operated approximately 80,800 posters.

We generally sell poster space for thirty- and sixty-day periods in packages called “showings,” which comprise a given number of
displays in a specified market area. We place and spread out the displays making up a showing in well-traveled areas to reach a wide
audience in the particular market.

In addition to the traditional displays described above, we also sell digital billboards. Digital billboards are large electronic light
emitting diode (LED) displays (the most common sizes are fourteen feet high by forty feet wide, or 560 square feet; ten and a half feet
high by thirty six feet wide, or 378 square feet; and ten feet high by twenty-one feet wide, or 210 square feet) that are generally
located on major traffic arteries and city streets. Digital billboards are capable of generating over one billion colors and vary in
brightness based on ambient conditions. They display completely digital advertising copy from various advertisers in a slide show
fashion, rotating each advertisement approximately every 6 to 8 seconds. At December 31, 2009, we operated approximately 1,150
digital billboards in various markets, which represents approximately 10.3% of billboard revenue.

We own the physical structures on which the advertising copy is displayed. We build the structures on locations we either own or
lease. In each local office one employee typically performs site leasing activities for the markets served by that office. See Item 2. —
“Properties.”

In the majority of our markets, our local production staffs perform the full range of activities required to create and install billboard
advertising displays. Production work includes creating the advertising copy design and layout, coordinating its printing and installing
the designs on the displays. We provide our production services to local advertisers and to advertisers that are not represented by
advertising agencies, as most national advertisers represented by advertising agencies use preprinted designs that require only our
installation. Our talented design staff uses state-of-the-art technology to prepare creative, eye-catching displays for our customers. We
can also help with the strategic placement of advertisements throughout an advertiser’s market by using software that allows us to
analyze the target audience and its demographics. Our artists also assist in developing marketing presentations, demonstrations and
strategies to attract new customers.

In marketing billboard displays to advertisers, we compete with other forms of out-of-home advertising and other media. When
selecting the media and provider through which to advertise, advertisers consider a number of factors and advertising providers which
are described in the section entitled — “Competition” below.

Logo Sign Advertising

We entered the logo sign advertising business in 1988 and have become the largest provider of logo sign services in the United
States, operating 21 of the 27 privatized state logo contracts. We erect logo signs, which generally advertise nearby gas, food,
camping, lodging and other attractions, and directional signs, which direct vehicle traffic to nearby services and tourist attractions,
near highway exits. As of December 31, 2009, we operated over 33,000 logo sign structures containing over 100,000 logo advertising
displays in the United States and Canada.

We operate the logo sign contracts in the province of Ontario, Canada and in the following states:

Colorado Kansas Maine Mississippi Nevada Ohio South Carolina
Delaware Kentucky Michigan Missouri(1) New Jersey Oklahoma Utah
Georgia Louisiana Minnesota Nebraska New Mexico Pennsylvania Virginia

(1) The logo sign contract in Missouri is operated by a 66 2/3% owned partnership.

We also operate the tourist oriented directional signing (“TODS”) programs for the states of Nevada, Colorado, Nebraska,
Missouri, Michigan, Ohio, Kansas, Kentucky, Virginia, Louisiana and New Jersey, and the province of Ontario, Canada.



Our logo and TODS operations are decentralized. Generally, each office is staffed with an experienced local general manager,
local sales and office staff and a local signing sub-contractor. This decentralization allows the management staff of Interstate Logos,
L.L.C. (the subsidiary that operates all of the logo and directional sign-related businesses) to travel extensively to the various
operations and serve in a technical and management advisory capacity and monitor regulatory and contract compliance. We also run a
silk screening operation in Baton Rouge, Louisiana and a display construction company in Atlanta, Georgia.

State logo sign contracts represent the exclusive right to erect and operate logo signs within a state for a period of time. The terms
of the contracts vary, but generally range from five to ten years, with additional renewal terms. Each logo sign contract generally
allows the state to terminate the contract prior to its expiration and, in most cases, with compensation for the termination to be paid to
the company. When a logo sign contract expires, we transfer ownership of the advertising structures to the state. Depending on the
contract, we may or may not be entitled to compensation at that time. Of our twenty-two logo sign contracts in place, in the United
States and Canada, at December 31, 2009, three are subject to renewal in 2010.

States usually award new logo sign contracts and renew expiring logo sign contracts through an open proposal process. In bidding
for new and renewal contracts, we compete against three other national logo sign providers, as well as local companies based in the
state soliciting proposals.

In marketing logo signs to advertisers, we compete with other forms of out-of-home advertising and other media. When selecting
the media and provider through which to advertise, advertisers consider a number of factors and advertising providers which are
described in the section entitled — “Competition” below.

Transit Advertising

We entered into the transit advertising business in 1993 as a way to complement our existing business and maintain market share
in certain markets. We provide transit advertising displays on bus shelters, benches and buses in 63 transit markets, and our production
staff provides a full range of creative and installation services to our transit advertising customers. As of December 31, 2009, we
operated over 27,000 transit advertising displays in 16 states, Canada and Puerto Rico.

Municipalities usually award new transit advertising contracts and renew expiring transit advertising contracts through an open
bidding process. In bidding for new and renewal contracts, we compete against national outdoor advertising providers and local, on-
premise sign providers and sign construction companies. Transit advertising operators incur significant start-up costs to build and
install the advertising structures (such as transit shelters) upon being awarded contracts.

In marketing transit advertising displays to advertisers, we compete with other forms of out-of-home advertising and other media.
When selecting the media and provider through which to advertise, advertisers consider a number of factors and advertising providers
which are described in the section entitled — “Competition” below.

COMPETITION

Although the outdoor advertising industry has encountered a wave of consolidation, the industry remains fragmented. The industry
is comprised of several large outdoor advertising and media companies with operations in multiple markets, as well as smaller, local
companies operating a limited number of structures in one or a few local markets.

Although we primarily focus on small to mid-size markets where we can attain a strong market share, in each of our markets, we
compete against other providers of outdoor advertising and other types of media, including:

e Larger outdoor advertising providers, such as (i) Clear Channel Outdoor Holdings, Inc., which operates billboards, street
furniture displays, transit displays and other out-of-home advertising displays in North America and worldwide and (ii) CBS
Outdoor, a division of CBS Corporation, which operates traditional outdoor, street furniture and transit advertising properties
in North America and worldwide. Clear Channel Outdoor and CBS Outdoor each have corporate relationships with large
media conglomerates and may have greater total resources, product offerings and opportunities for cross-selling than we do.

e Other forms of media, such as broadcast and cable television, radio, print media, direct mail marketing, telephone directories
and the Internet.

e An increasing variety of out-of-home advertising media, such as advertising displays in shopping centers, malls, airports,
stadiums, movie theaters and supermarkets and advertising displays on taxis, trains and buses.



In selecting the form of media through which to advertise, advertisers evaluate their ability to target audiences having a specific
demographic profile, lifestyle, brand or media consumption or purchasing behavior or audiences located in, or traveling through, a
particular geography. Advertisers also compare the relative costs of available media, evaluating the number of impressions (potential
viewings), exposure (the opportunity for advertising to be seen) and circulation (traffic volume in a market), as well as potential
effectiveness, quality of related services (such as advertising copy design and layout) and customer service. In competing with other
media, we believe that outdoor advertising is relatively more cost-efficient than other media, allowing advertisers to reach broader
audiences and target specific geographic areas or demographics groups within markets.

We believe that our strong emphasis on sales and customer service and our position as a major provider of advertising services in
each of our primary markets enables us to compete effectively with the other outdoor advertising companies, as well as with other
media, within those markets.

CUSTOMERS

Our customer base is diverse. The table below sets forth the ten industries from which we derived most of our billboard advertising
revenues for the year ended December 31, 2009, as well as the percentage of billboard advertising revenues attributable to the
advertisers in those industries. The individual advertisers in these industries accounted for approximately 70% of our billboard
advertising net revenues in the year ended December 31, 2009. No individual advertiser accounted for more than 1.0% of our
billboard advertising net revenues in that period.

Percentage of Net

Billboard

Categories Advertising Revenues
12%
10%
8%
7%
7%
Amusement — Entertainment/SPOTLS ........cceiiiieioiiiieireer ettt bbbt et rb e e enes 6%
AUtOMOLIVE ..ot 6%
Hotels and Motels 5%
Financial — Banks, Credit Unions 5%
T el CCOMIMUINICALIONS .....vvveeviecereee ittt eetteeeneeeetteetteeeaeeeeeeesaeeeaeeeeaeessrseseteseeasesseteseaneeeeasesamaeseaeeeeeeeseneeeeneseeeeeeneeas 4%
70%

REGULATION

Outdoor advertising is subject to governmental regulation at the federal, state and local levels. Regulations generally restrict the
size, spacing, lighting and other aspects of advertising structures and pose a significant barrier to entry and expansion in many
markets.

Federal law, principally the Highway Beautification Act of 1965 (the “HBA”), regulates outdoor advertising on Federal — Aid
Primary, Interstate and National Highway Systems roads. The HBA requires states to “effectively control” outdoor advertising along
these roads, and mandates a state compliance program and state standards regarding size, spacing and lighting. The HBA requires any
state or political subdivision that compels the removal of a lawful billboard along a Federal — Aid Primary or Interstate highway to
pay just compensation to the billboard owner.

All states have passed billboard control statutes and regulations at least as restrictive as the federal requirements, including laws
requiring the removal of illegal signs at the owner’s expense (and without compensation from the state). Although we believe that the
number of our billboards that may be subject to removal as illegal is immaterial, and no state in which we operate has banned
billboards entirely, from time to time governments have required us to remove signs and billboards legally erected in accordance with
federal, state and local permit requirements and laws. Municipal and county governments generally also have sign controls as part of
their zoning laws and building codes. We contest laws and regulations that we believe unlawfully restrict our constitutional or other
legal rights and may adversely impact the growth of our outdoor advertising business.

Using federal funding for transportation enhancement programs, state governments have purchased and removed billboards for
beautification, and may do so again in the future. Under the power of eminent domain, state or municipal governments have laid claim
to property and forced the removal of billboards. Under a concept called amortization by which a governmental body asserts that a
billboard operator has earned compensation by continued operation over time, local governments have attempted to force removal of



legal but nonconforming billboards (i.e., billboards that conformed with applicable zoning regulations when built but which do not
conform to current zoning regulations). Although the legality of amortization is questionable, it has been upheld in some instances.
Often, municipal and county governments also have sign controls as part of their zoning laws, with some local governments
prohibiting construction of new billboards or allowing new construction only to replace existing structures. Although we have
generally been able to obtain satisfactory compensation for those of our billboards purchased or removed as a result of governmental
action, there is no assurance that this will continue to be the case in the future.

We have also introduced and intend to expand the deployment of digital billboards that display static digital advertising copy from
various advertisers that change every 6 to 8 seconds. We have encountered some existing regulations that restrict or prohibit these
types of digital displays but it has not yet materially impacted our digital deployment. Since digital billboards have only recently been
developed and introduced into the market on a large scale, however, existing regulations that currently do not apply to them by their
terms could be revised to impose greater restrictions. These regulations may impose greater restrictions on digital billboards due to
alleged concerns over aesthetics or driver safety.

In addition, due to their recent development, relatively few large scale studies have been conducted regarding driver safety issues,
if any, related to digital billboards. The U.S. Department of Transportation Federal Highway Administration is currently conducting a
study on whether the presence of digital billboards along roadways is associated with a reduction of driver safety for the public. This
study is expected to be completed in April 2010. If the results of this study include adverse findings, it may result in regulations at the
federal or state level that impose greater restrictions on digital billboards.

EMPLOYEES

We employed approximately 3,000 people as of December 31, 2009. Approximately 160 employees were engaged in overall
management and general administration at our management headquarters in Baton Rouge, Louisiana, and the remainder, including
over 750 local account executives, were employed in our operating offices.

Fourteen of our local offices employ billposters and construction personnel who are covered by collective bargaining agreements.
We believe that our relationship with our employees, including our 124 unionized employees, is good, and we have never experienced
a strike or work stoppage.

INFLATION
In the last three years, inflation has not had a significant impact on us.
SEASONALITY

Our revenues and operating results are subject to seasonality. Typically, we experience our strongest financial performance in the
summer and fall, and our weakest financial performance in the first quarter of the calendar year, partly because retailers cut back their
advertising spending immediately following the holiday shopping season. We expect this trend to continue in the future. Because a
significant portion of our expenses is fixed, a reduction in revenues in any quarter is likely to result in a period-to-period decline in
operating performance and net earnings.

ITEM 1A. RISK FACTORS
The Company’s substantial debt may adversely affect its business, financial condition and financial results.

The Company has borrowed substantially in the past and will continue to borrow in the future. At December 31, 2009, Lamar
Advertising Company’s wholly owned subsidiary, Lamar Media, had approximately $2.67 billion of total debt outstanding, consisting
of approximately $1.09 billion in bank debt, $319.0 million of senior notes and $1.26 billion in various series of senior subordinated
notes and Lamar Advertising had outstanding $3.3 million of convertible notes due 2010. Despite the level of debt presently
outstanding, the terms of the indentures governing Lamar Media’s notes and the terms of the senior credit facility allow Lamar Media
to incur substantially more debt, including approximately $188.9 million available for borrowing as of December 31, 2009 under the
revolving senior credit facility.

The Company’s substantial debt and its use of cash flow from operations to make principal and interest payments on its debt may,
among other things:

e make it more difficult for the Company to comply with the financial covenants in its senior credit facility, which could result
in a default and an acceleration of all amounts outstanding under the facility;



e limit the cash flow available to fund the Company’s working capital, capital expenditures, acquisitions or other general
corporate requirements;

e limit the Company’s ability to obtain additional financing to fund future working capital, capital expenditures or other
general corporate requirements;

e place the Company at a competitive disadvantage relative to those of its competitors that have less debt;

e force the Company to seek and obtain alternate or additional sources of funding, which may be unavailable, or may be on less
favorable terms, or may require the Company to obtain the consent of lenders under its senior credit facility or the holders of
its other debt;

e limit the Company’s flexibility in planning for, or reacting to, changes in its business and industry; and

e increase the Company’s vulnerability to general adverse economic and industry conditions.

Any of these problems could adversely affect the Company’s business, financial condition and financial results.

Restrictions in the Company’s and Lamar Media’s debt agreements reduce operating flexibility and contain covenants and
restrictions that create the potential for defaults, which could adversely affect the Company’s business, financial condition and
financial results.

The terms of the indentures relating to the Company’s outstanding notes, Lamar Media’s senior credit facility and the indentures
relating to Lamar Media’s outstanding notes restrict the ability of the Company and Lamar Media to, among other things:

e incur or repay debt;
e dispose of assets;

e create liens;

e make investments;

e enter into affiliate transactions; and

pay dividends and make inter-company distributions.

The terms of Lamar Media’s senior credit facility also restrict it from exceeding specified total debt and senior debt ratios and
require it to maintain specified fixed charges coverage ratios. Please see “Management’s Discussion and Analysis of Financial
Condition and Results of Operations — Liquidity and Capital Resources” for a description of the specific financial ratio requirements
under the senior credit facility.

The Company’s ability to comply with the financial covenants in the senior credit facility and indentures (and to comply with
similar covenants in future agreements) depends on its operating performance, which in turn depends significantly on prevailing
economic, financial and business conditions and other factors that are beyond the Company’s control. Therefore, despite its best
efforts and execution of its strategic plan, the Company may be unable to comply with these financial covenants in the future.

Although the Company and Lamar Media are currently in compliance with all financial covenants, the Company’s operating
results have been negatively impacted by the current economic downturn and there can be no assurance that the current economic
recession will not further impact the Company’s results and, in turn, its ability to meet these requirements in the future. If Lamar
Media fails to comply with its financial covenants, the lenders under the senior credit facility could accelerate all of the debt
outstanding, which would create serious financial problems and could lead to a default under the indentures governing the Company’s
and Lamar Media’s outstanding notes. Any of these events could adversely affect the Company’s business, financial condition and
financial results.

In addition, these restrictions reduce the Company’s operating flexibility and could prevent the Company from exploiting
investment, acquisition, marketing, or other time-sensitive business opportunities.
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The Company’s revenues are sensitive to general economic conditions and other external events beyond the Company’s control.

The Company sells advertising space on outdoor structures to generate revenues. Advertising spending is particularly sensitive to
changes in economic conditions and has been adversely affected by the current recession, as evidenced by a 11.9% decline in the
Company’s advertising revenues in year ended December 31, 2009.

Additionally, the occurrence of any of the following external events could further depress the Company’s revenues

e a widespread reallocation of advertising expenditures to other available media by significant users of the Company’s
displays; and

e adecline in the amount spent on advertising in general or outdoor advertising in particular.
The Company could suffer losses due to asset impairment charges for goodwill and other intangible assets.

The Company tested goodwill for impairment on December 31, 2009. Based on the Company’s review at December 31, 2009, no
impairment charge was required. The Company continues to assess whether factors or indicators become apparent that would require
an interim impairment test between our annual impairment test dates. For instance, if our market capitalization is below our equity
book value for a period of time without recovery, we believe there is a strong presumption that would indicate a triggering event has
occurred and it is more likely than not that the fair value of one or both of our reporting units are below their carrying amount. This
would require us to test the reporting units for impairment of goodwill. If this presumption cannot be overcome a reporting unit could
be impaired under ASC 350 “Goodwill and Other Intangible Assets” and a non-cash charge would be required. Any such charge could
have a material adverse effect on the Company’s net earnings.

The Company significantly reduced its acquisition activity in 2009 and plans to maintain this level of activity in 2010, which could
adversely affect the Company’s future financial performance.

The Company has historically grown its business, in part, through strategic acquisitions that increase its advertising display
inventory in existing and new markets. The Company significantly reduced its acquisition activity during 2009 and plans to maintain
this level of activity in 2010, which may have an adverse effect on its future financial performance and results of operations.

The Company faces competition from larger and more diversified outdoor advertisers and other forms of advertising that could
hurt its performance.

While the Company enjoys a significant market share in many of its small and medium-sized markets, the Company faces
competition from other outdoor advertisers and other media in all of its markets. Although the Company is one of the largest
companies focusing exclusively on outdoor advertising in a relatively fragmented industry, it competes against larger companies with
diversified operations, such as television, radio and other broadcast media. These diversified competitors have the advantage of cross-
selling complementary advertising products to advertisers.

The Company also competes against an increasing variety of out-of-home advertising media, such as advertising displays in
shopping centers, malls, airports, stadiums, movie theaters and supermarkets, and on taxis, trains and buses. To a lesser extent, the
Company also faces competition from other forms of media, including radio, newspapers, direct mail advertising, telephone
directories and the Internet. The industry competes for advertising revenue along the following dimensions: exposure (the number of
“impressions” an advertisement makes), advertising rates (generally measured in cost-per-thousand impressions), ability to target
specific demographic groups or geographies, effectiveness, quality of related services (such as advertising copy design and layout) and
customer service. The Company may be unable to compete successfully along these dimensions in the future, and the competitive
pressures that the Company faces could adversely affect its profitability or financial performance.

Federal, state and local regulation impact the Company’s operations, financial condition and financial results.
Outdoor advertising is subject to governmental regulation at the federal, state and local levels. Regulations generally restrict the

size, spacing, lighting and other aspects of advertising structures and pose a significant barrier to entry and expansion in many
markets.
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Federal law, principally the Highway Beautification Act of 1965 (the “HBA”), regulates outdoor advertising on Federal — Aid
Primary, Interstate and National Highway Systems roads. The HBA requires states to “effectively control” outdoor advertising along
these roads, and mandates a state compliance program and state standards regarding size, spacing and lighting. The HBA requires any
state or political subdivision that compels the removal of a lawful billboard along a Federal — Aid Primary or Interstate highway to
pay just compensation to the billboard owner.

All states have passed billboard control statutes and regulations at least as restrictive as the federal requirements, including laws
requiring the removal of illegal signs at the owner’s expense (and without compensation from the state). Although we believe that the
number of our billboards that may be subject to removal as illegal is immaterial, and no state in which we operate has banned
billboards entirely, from time to time governments have required us to remove signs and billboards legally erected in accordance with
federal, state and local permit requirements and laws. Municipal and county governments generally also have sign controls as part of
their zoning laws and building codes. We contest laws and regulations that we believe unlawfully restrict our constitutional or other
legal rights and may adversely impact the growth of our outdoor advertising business.

Using federal funding for transportation enhancement programs, state governments have purchased and removed billboards for
beautification, and may do so again in the future. Under the power of eminent domain, state or municipal governments have laid claim
to property and forced the removal of billboards. Under a concept called amortization by which a governmental body asserts that a
billboard operator has earned compensation by continued operation over time, local governments have attempted to force removal of
legal but nonconforming billboards (i.e., billboards that conformed with applicable zoning regulations when built but which do not
conform to current zoning regulations). Although the legality of amortization is questionable, it has been upheld in some instances.
Often, municipal and county governments also have sign controls as part of their zoning laws, with some local governments
prohibiting construction of new billboards or allowing new construction only to replace existing structures. Although we have
generally been able to obtain satisfactory compensation for those of our billboards purchased or removed as a result of governmental
action, there is no assurance that this will continue to be the case in the future.

We have also introduced and intend to expand the deployment of digital billboards that display static digital advertising copy from
various advertisers that change every 6 to 8 seconds. We have encountered some existing regulations that restrict or prohibit these
types of digital displays but it has not yet materially impacted our digital deployment. Since digital billboards have only recently been
developed and introduced into the market on a large scale existing regulations that currently do not apply to them by their terms could
be revised to impose greater restrictions. These regulations may impose greater restrictions on digital billboards due to alleged
concerns over aesthetics or driver safety.

In addition, due to their recent development, relatively few large scale studies have been conducted regarding driver safety issues,
if any, related to digital billboards. The U.S. Department of Transportation Federal Highway Administration is currently conducting a
study on whether the presence of digital billboards along roadways is associated with a reduction of driver safety for the public. This
study is expected to be completed in April 2010. If the results of this study include adverse findings, it may result in regulations at the
federal or state level that impose greater restrictions on digital billboards. Any new restrictions could materially adversely affect both
our existing inventory of digital billboards and our plans to expand our digital deployment.

The Company’s logo sign contracts are subject to state award and renewal,

In 2009, the Company generated approximately 5% of its revenues from state-awarded logo sign contracts. In bidding for these
contracts, the Company competes against three other national logo sign providers, as well as numerous smaller, local logo sign
providers. A logo sign provider incurs significant start-up costs upon being awarded a new contract. These contracts generally have a
term of five to ten years, with additional renewal periods. Some states reserve the right to terminate a contract early, and most
contracts require the state to pay compensation to the logo sign provider for early termination. At the end of the contract term, the logo
sign provider transfers ownership of the logo sign structures to the state. Depending on the contract, the logo provider may or may not
be entitled to compensation for the structures at the end of the contract term.

Of the Company’s 22 logo sign contracts in place at December 31, 2009, three are subject to renewal in 2010. The Company may
be unable to renew its expiring contracts. The Company may also lose the bidding on new contracts.
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The Company is controlled by significant stockholders who have the power to determine the outcome of all matters submitted to
the stockholders for approval and whose interest in the Company may be different than yours.

As of December 31, 2009, members of the Reilly family, including Kevin P. Reilly, Jr., the Company’s Chairman, President and
Chief Executive Officer, and Sean Reilly, the Company’s Chief Operating Officer and President of its Outdoor Division, owned in the
aggregate approximately 17% of the Company’s outstanding common stock, assuming the conversion of all Class B common stock to
Class A common stock. As of that date, their combined holdings represented 67% of the voting power of Lamar Advertising’s
outstanding capital stock, which would give the Reilly family the power to:

* elect the Company’s entire board of directors;
e control the Company’s management and policies; and

e determine the outcome of any corporate transaction or other matter requiring stockholder approval, including charter
amendments, mergers, consolidations and asset sales.

The Reilly family may have interests that are different than yours in making these decisions.

If the Company’s contingency plans relating to hurricanes fail, the resulting losses could hurt the Company’s business.

The Company has determined that it is uneconomical to insure against losses resulting from hurricanes and other natural disasters.
Although the Company has developed contingency plans designed to mitigate the threat posed by hurricanes to advertising structures
(e.g., removing advertising faces at the onset of a storm, when possible, which better permits the structures to withstand high winds
during the storm), these plans could fail and significant losses could result.

ITEM 1B. UNRESOLVED STAFF COMMENTS
None.
ITEM 2. PROPERTIES

Our 53,500 square foot management headquarters is located in Baton Rouge, Louisiana. We occupy approximately 97% of the
space in the headquarters and lease the remaining space. We own 123 local operating facilities with front office administration and
sales office space connected to back-shop poster and bulletin production space. In addition, the Company leases an additional 132
operating facilities at an aggregate lease expense for 2009 of approximately $7.0 million.

We own approximately 6,800 parcels of property beneath our advertising structures. As of December 31, 2009, we leased
approximately 79,000 active outdoor sites, accounting for a total annual lease expense of approximately $206.9 million. This amount
represented approximately 19.6% of total advertising net revenues for that period. These leases are for varying terms ranging from
month-to-month to a term of over ten years, and many provide the Company with renewal options. There is no significant
concentration of displays under any one lease or subject to negotiation with any one landlord. An important part of our management
activity is to manage our lease portfolio and negotiate suitable lease renewals and extensions.

ITEM 3. LEGAL PROCEEDINGS

The Company from time to time is involved in litigation in the ordinary course of business, including disputes involving
advertising contracts, site leases, employment claims and construction matters. The Company is also involved in routine
administrative and judicial proceedings regarding billboard permits, fees and compensation for condemnations. The Company is not a
party to any lawsuit or proceeding which, in the opinion of management, is likely to have a material adverse effect on the Company.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

No matters were submitted to a vote of security holders during the fourth quarter of the fiscal year covered by this Annual Report.
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PART II

ITEM 5. MARKET FOR THE REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND ISSUER
PURCHASES OF SECURITIES

The Company’s Class A common stock has been publicly traded since August 2, 1996 and is currently listed on the NASDAQ
Global Select Market under the symbol “LAMR.” As of December 31, 2009, the Class A common stock was held by 187 shareholders
of record. The Company believes, however, that the actual number of beneficial holders of the Class A common stock may be
substantially greater than the stated number of holders of record because a substantial portion of the Class A common stock is held in
street name.

The following table sets forth, for the periods indicated, the high and low sale prices for the Class A common stock:

High Low

Year ended December 31, 2008

FIEST QUAITET ....tetitetieteeee etttk ettt ettt sb et ebeeaeess et e ebesseebeessesbesseebeessessessesb e sasseeneessessesssasanssabeesseneesse e saneerees $ 4840 $ 32.60

SECONA QUATLET .......eeuieiiie ettt ettt et et et et et e tesbeetsesbesbesre ot e estasbesbesbesaeabsaseasbessanssbesbeessessassensasbeasasasassessensesns 42.64 32.71

TRITA QUATTET ..vvevtiieteeticieetie ettt ettt et et eteebeeieebeets e b e teebeeesessasse s esteessamsessassesse s s easessessessesseesenseereeaseseeasenen 40.99 12.59

FOUII QUATTET.....eutiteitiitieitete sttt ettt ettt et est et e st et e sre et e seeesaeasesbesseesseaeessessessesseeseassessensensesseseenseseansessaseas 30.95 8.67
Year ended December 31, 2009

FIESE QUATTET .....evevivicte vttt ettt et ettt et et e et e e e ese et eeseeaeeseees et e seseseeeseaeeeseaseesseseeseensessese st aaeeasossenseasenseseeneeneas $ 1676 $§ 535

SECONA QUATLET .......eeuveriiteriitiit ettt et e st et et e sesa e e eeessesse s e teeseessessessessenseessessessansesseasaeseessessassenreeseeseereessnes 22.98 9.81

TRITA QUATTET ....vevveiviieieieteie ettt ettt e et e e ea et e s e tesh e teebees s erseateebeataessassesbensabe et sessenseebeesasbsessereesaenseresetene e 27.97 14.27

FOUIR QUATTET. ...ttt ettt et e e b e e ebeess e b e teebessseseassessessa b et s esaessessessesbeeseetseseensesnenseaneeneen 32.23 23.89

The Company’s Class B common stock is not publicly traded and is held of record by members of the Reilly family and the Reilly
Family Limited Partnership of which, Kevin P. Reilly, Jr., our President and Chief Executive Officer, is the managing general partner.

The Company’s Series AA preferred stock is entitled to preferential dividends, in an annual aggregate amount of $364,904, before
any dividends may be paid on the common stock. All dividends related to the Company’s preferred stock are paid on a quarterly basis.
In addition, the Company’s senior credit facility and other indebtedness have terms restricting the payment of dividends. The
Company declared a special cash dividend of $3.25 per share of its common stock in February 2007 to stockholders of record on
March 22, 2007, which was paid on March 30, 2007. Any future determination as to the payment of dividends will be subject to the
limitations described above, will be at the discretion of the Company’s Board of Directors and will depend on the Company’s results
of operations, financial condition, capital requirements and other factors deemed relevant by the Board of Directors.

Issuer Purchases of Equity Securities
On February 22, 2007, the Board of Directors approved a stock repurchase program of up to $500.0 million of the Company’s

Class A common stock. This repurchase plan expired on February 22, 2009 with approximately $126.7 million of authorized
repurchase capacity unused at expiration.

(Remainder of this page intentionally left blank)
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ITEM 6. SELECTED FINANCIAL DATA
Lamar Advertising Company

The selected consolidated statement of operations, statement of cash flows and balance sheet data presented below are derived
from the audited consolidated financial statements of the Company, which are prepared in accordance with accounting principles
generally accepted in the United States (“GAAP”). The data presented below should be read in conjunction with the audited
consolidated financial statements, related notes and Management’s Discussion and Analysis of Financial Condition and Results of
Operations included herein.

2009 2008 2007 2006 2005
(Dollars in Thousands)

Statement of Operations Data:
NEL TEVENUES ..vvveeeerieererieniesrcrreereesteeeie st snsee e ereereenes $ 1,056,065 $ 1,198419 § 1,209,555 $ 1,120,091 § 1,021,656
Operating expenses:

Direct advertising eXpenses..........oovverrrerirunrmierereenserens 397,725 437,660 410,762 393,747 353,139

General and administrative €Xpenses ........ccccecvevvvvinvvinens 229,423 257,621 270,390 248,937 212,727

Depreciation and amortization ..........cccoceeeeeiieieieniaenenes 336,725 331,654 306,879 301,685 290,089

Gain on disposition of assets..........cceivieiiiinieieieiinns (5.424) (7.363) (3.914) (10.862) (1.119)

Total operating eXpenses.........ccoovueererrirrveniiranieeenieees 958.449 1,019,572 984,117 933,507 854,836
Operating iNCOME. .....c.couvviieriiriiririirirerieecse s sscieees 97,616 178,847 225.438 186,584 166.820
Other expense (income):
(Gain) loss on extinguishment of debt ............ccocoeiieie. (3,320) — — — 3,982
Gain on disposition of investment .........cccoceeieveinniiiiinnnnenn (1,445) (1,814) (15,448) — —
TRLETESE IMCOME. ...eiivreeerieirieereieeerrerieeeire st e et sbeesnee s (527) (1,202) (2,598) (1,311) (1,511)
INtETESt EXPENSE..cuvemreieiniiiiereriiiriiere et 197.047 170,352 168,601 112,955 90.671
Total Other EXPEnSe ........cocvveevvervieiiiirreiiiererieeeeneas 191,755 167,336 150,555 111,644 93,142

(Loss) income before income taxes ........ccoevevrieviniiccenees (94,139) 11,511 74,883 74,940 73,678
Income tax (benefit) EXPense .........cococvvvvieinicrinieiiiiiiienens (36,101) 9,349 33,901 32,994 31.899
Net (10SS) INCOME ...vvveeververeiiirrerieireiiieiitee et (58,038) 2,162 40,982 41,946 41,779
Preferred stock dividends.......c.oooveeoereenieencncniiiinic 365 365 365 365 365
Net (loss) income applicable to common stock ................. $ (584038 1,797 § 40,617 §$ 41,581 §$ 41414
Net (loss) income per Share..........ccocoireeeiiinneeeciies 3 (0.64) $ 0.02 $ 042 § 040 §$ 0.39
Cash dividends declared per common share....................... $ — § — § 3.25 — —
Statement of Cash Flow Data:
Cash flows provided by operating activities(1) .................. $ 293,743 $ 346,520 $ 354,469 $ 364,517 § 347257
Cash flows used in investing activities(1) .......ccccoviiennnns $ 29,039 $ 437419 $§ 341,081 $ 438,896 $§ 267,970
Cash flows (used in) provided by financing activities(1) ... $ (168,349) §$ 30,002 $ 39,277 $ 66,973 $§ (104,069)
Balance Sheet Data(1)(2)
Cash and cash equivalents ...........cccccoeviniiinniciincnnnns $ 112,253 % 14,139 § 76,048 $ 11,796 $ 19,419
Working Capital........cceeueueuieiiioiirineeieieeeee s 104,229 78,423 149,213 116,605 93,816
TOtAl ASSES...cuvevieeiereitierieieie et ete ettt 3,943,541 4,117,025 4,081,763 3,924,228 3,741,234
Total debt (including current maturities) .........ccoceeeeennes 2,674,912 2,814,449 2,692,667 1,990,468 1,576,326
Total long-term obligations..........cccccevveiiiirnnenieiniinenes 2,848,036 3,063,847 2,970,612 2,273,483 1,826,138
Stockholders” EqUILY «.ovecveeirerieinreicieeeecteeee e 831,798 870,618 947,497 1,536,580 1,817,482

(1) As of the end of the period.
Certain balance sheet reclassifications were made in order to be comparable to the current year presentation.
ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

This report contains forward-looking statements. These statements are subject to risks and uncertainties including those described
in Item 1A under the heading “Risk Factors,” and elsewhere in this Annual Report, that could cause actual results to differ materially
from those projected in these forward-looking statements. The Company cautions investors not 1o place undue reliance on the
forward-looking statements contained in this document. These statements speak only as of the date of this document, and the Company
undertakes no obligation to update or revise the statements, except as may be required by law.

15



Lamar Advertising Company

The following is a discussion of the consolidated financial condition and results of operations of the Company for the years ended
December 31, 2009, 2008 and 2007. This discussion should be read in conjunction with the consolidated financial statements of the
Company and the related notes.

OVERVIEW

The Company’s net revenues are derived primarily from the sale of advertising on outdoor advertising displays owned and
operated by the Company. The Company relies on sales of advertising space for its revenues, and its operating results are therefore
affected by general economic conditions, as well as trends in the advertising industry. Advertising spending is particularly sensitive to
changes in general economic conditions, which affect the rates that the Company is able to charge for advertising on its displays and
its ability to maximize advertising sales or occupancy on its displays. The severe economic downturn that began in the fourth quarter
of 2008 affected the Company as well as the advertising industry. The Company had fewer customers in 2009 which resulted in lower
occupancy and a reduction in sales. While the Company anticipates this will continue into 2010, we took steps to reduce operating
and capitalized expenditures in order to offset this reduction in revenue during 2009 and will continue this practice into 2010.

Historically, the Company has increased the number of outdoor advertising displays it operates by completing strategic
acquisitions of outdoor advertising assets. Since December 31, 2004, the Company completed acquisitions for an aggregate purchase
price of approximately $824.2 million, which included the issuance of 1,026,413 shares of Lamar Advertising Company Class A
common stock valued at the time of issuance at approximately $43.3 million. The Company has financed its historical acquisitions and
intends to finance any of its future acquisition activity from available cash, borrowings under its senior credit facility and the issuance
of Class A common stock. See “Liquidity and Capital Resources” below. However, during 2009, the Company reduced its acquisition
activity significantly by completing acquisitions of outdoor advertising assets for a purchase price of $4.5 million, which was a
reduction of approximately $245 million over the same period in 2008. Due to the ongoing economic recession, the Company will
continue to limit its acquisition activity during 2010.

Growth of the Company’s business requires expenditures for maintenance and capitalized costs associated with the construction of
new billboard displays, the entrance into and renewal of logo sign and transit contracts, and the purchase of real estate and operating
equipment. The following table presents a breakdown of capitalized expenditures for the past three years:

2009 2008 2007
(In thousands)
Billboard — Traditional.........civieieriieietetee ettt et ee et e ee e $§ 7401 § 58064 $ 68,664
Billboard — DIGILal......c.oovieiiiiiriieceeeeeeee ettt 15,178 103,701 92,093
OOttt ettt ettt et ettt tt s e e e e n e et e et et e e e e e e een s 5,275 7,606 10,190
TTAIISTE .ttt et sttt ettt et e e e et e et e s er e s et e e et et et e e ea e e eeees e eanees 5,488 1,018 2,047
Land and DUILAINGS .....cvoovivioe ettt ee ettt er e 578 11,240 31,463
PP&E ... ettt ettt r e ettt ete et et e e r st et e s e et e st e et er e et enaeeneaens 4,895 16,441 16,077
Total capital EXPENAITUIES .......evueiieirieieieeieiet ettt eeeenn § 38815 $ 198,070 $ 220,534

We expect our capital expenditures to be approximately $40 million in 2010.

RESULTS OF OPERATIONS

The following table presents certain items in the Consolidated Statements of Operations as a percentage of net revenues for the
years ended December 31, 2009, 2008 and 2007:

Year Ended December 31,
2009 2008 2007
NEETEVEIIUES ....viiiiiiiiiiiec ettt et et s s s ot ettt b et st ese s etens et et et st ses s emsenenssaoaeeneseae e 100.0%  100.0% 100.0%
Operating expenses:
Direct advertiSing EXPENSES ...........c.c.cviurieueiriuierieeiiieertsetetet ettt ss e ene e sees e 377 36.5 34.0
General and adminiStrative EXPEISES .......c.c.vvveveeriireririetiietetetetereressesis ettt ee e s ss st s e ee e 17.7 17.3 17.4
COTPOTALE EXPEIISES -.....ovevvrtcterertieeee ettt e e te st et es et et s eees s esesee et seeesesseseses ettt et eesesesesesenes et eeeeees 4.0 4.2 4.9
Depreciation and amOItIZAtION ........e.eveeerireerieiitesie ettt sttt et e st eeeerenerenerens 319 27.7 25.4
OPErating INCOIME. .......cuevevereriieieierieteiriits ettt sttt ettt ettt et et e st s ssessaneeses ettt eseeoeesesenesenensane 9.2 14.9 18.6
INEEIEST EXPEIISE. ...ttt ettt ettt ettt e e s ses s ettt eeneseneeee 18.7 14.2 13.9
INEt (J0SS) INCOIMIE ...ttt ettt ettt sttt s ettt ettt s s s en st eseteneseeeeeeteseseeeeens (5.5) 0.2 3.4



Year ended December 31, 2009 compared to Year ended December 31, 2008

Net revenues decreased $142.4 million or 11.9% to $1.06 billion for the year ended December 31, 2009 from $1.20 billion for the
same period in 2008. This decrease was attributable primarily to a decrease in billboard net revenues of $132.3 million, or 12.1%, over
the prior period a $10.6 million decrease in transit revenue, or 17.4%, over the prior period, offset by a $0.5 million increase in logo
revenue,, or 1.1%, over the prior period.

The decrease in billboard net revenue of $132.3 million was a result of decreased rate and occupancy due to a reduction in
advertising spending by our customers resulting from the current economic recession, which began in the fourth quarter of 2008. The
$10.6 million decrease in transit revenue consists of a $0.8 million decrease due to lost transit contracts and a decrease of $9.8 million
due to the current economic recession.

Net revenues for the year ended December 31, 2009; as compared to acquisition-adjusted net revenue for the year ended December
31, 2008, decreased $155.3 million or 12.8% primarily as a result of the reduction in rate and occupancy due to the current economic
recession that began in the fourth quarter of 2008 and continued throughout 2009. See “Reconciliations’ below.

Operating expenses, exclusive of depreciation and amortization and gain on sale of assets, decreased $68.2 million, or 9.8%, to
$627.1 million for the year ended December 31, 2009 from $695.3 million for the same period in 2008. There was a $3.5 million
increase in non-cash compensation expense related to performance based compensation, offset by a $61.5 million decrease in
operating expenses related to the cost of operating the Company’s core assets and a $10.2 million decrease in corporate expenses.

Depreciation and amortization expense increased $5.1 million for the year ended December 31, 2009 as compared to the year
ended December 31, 2008. The increase is primarily a result of accelerated depreciation on dismantled structures during 2009.

Due to the above factors, operating income decreased $81.2 million to $97.6 million for year ended December 31, 2009 compared
to $178.8 million for the same period in 2008.

During 2009, the Company extinguished $284.1 million in principal amount of its 2 7/8% Convertible Notes due 2010 — Series B,
at an average purchase price of 94.75% yielding a gain of approximately $15.0 million, which was offset by transaction costs and
other non cash charges of $11.7 million related to the notes, resulting in a net gain of $3.3 million.

Interest expense increased $26.6 million from $170.4 million for the year ended December 31, 2008 to $197.0 million for the year
ended December 31, 2009 due to issuance of $350 million principal amount 9 3/4% Senior Notes due 2014 and the increase in interest
rates resulting from the amendments to our senior credit facility in April 2009.

The decrease in operating income and the increase in interest expense described above resulted in a $105.7 million decrease in
income before income taxes. This decrease in income resulted in a decrease in income tax expense of $45.5 million for the year ended
December 31, 2009 over the same period in 2008. The effective tax rate for the year ended December 31, 2009 was 38.3%.

As a result of the above factors, the Company recognized a net loss for the year ended December 31, 2009 of $58.0 million, as
compared to net income of $2.2 million for the same period in 2008.

Reconciliations:

Because acquisitions occurring after December 31, 2007 (the “acquired assets™) have contributed to our net revenue results for the
periods presented, we provide 2008 acquisition-adjusted net revenue, which adjusts our 2008 net revenue by adding to it the net
revenue generated by the acquired assets prior to our acquisition of them for the same time frame that those assets were owned in
2009. We provide this information as a supplement to net revenues to enable investors to compare periods in 2009 and 2008 on a more
consistent basis without the effects of acquisitions. Management uses this comparison to assess how well our core assets are
performing.

Acquisition-adjusted net revenue is not determined in accordance with generally accepted accounting principles (GAAP). For this
adjustment, we measure the amount of pre-acquisition revenue generated by the acquired assets during the period in 2008 that
corresponds with the actual period we have owned the acquired assets in 2009 (to the extent within the period to which this report
relates). We refer to this adjustment as “acquisition net revenue.”

Reconciliations of 2008 reported net revenue to 2008 acquisition-adjusted net revenue as well as a comparison of 2008 acquisition-
adjusted net revenue to 2009 net revenue are provided below:
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Comparison of 2009 Net Revenue to 2008 Acquisition-Adjusted Net Revenue

Year Ended December 31,
2009 2008
(In thousands)
REPOTEd NEE TEVEIUIE. ....c.eiiiiiicetet ettt ettt sttt en b st et et sbe s $ 1,056,065 $ 1,198,419
ACQUISIEION MEE TEVEIIUIC . ....ceveeeneeenieeeiettenteeeeteritetteabeesteesteesatesatabsteabesabeessesanseaessaeeeusesaseaseaseseseinesanesenesaeenns — 12,955
AQUSIEA TOTAIS .......vovveeiceec ettt ettt ettt e e s e et s et e s st s s s st ne ettt enen $ 1,056,065 $ 1,211,374

Year ended December 31, 2008 compared to Year ended December 31, 2007

Net revenues decreased $11.1 million, or 0.9%, to $1.20 billion for the year ended December 31, 2008 from $1.21 billion for the
same period in 2007. This decrease was attributable primarily to a decrease in billboard net revenues of $9.7 million, or 0.9%, over the
prior period and a $1.7 million decrease in logo sign revenue over the prior period due to contracts lost in the fourth quarter of 2008.

The decrease in billboard net revenue of $9.7 million was a result of decreased occupancy due to a reduction in advertising
spending resulting from the deterioration in economic conditions which accelerated in the fourth quarter of 2008. The $1.7 million
decrease in logo revenue was a result of internal growth of approximately $1.7 million was offset by a decrease of $3.4 million of
revenue due to the loss of various logo contracts.

Net revenues for the year ended December 31, 2008, as compared to acquisition-adjusted net revenue for the year ended December
31, 2007, decreased $39.6 million, or 3.2%, primarily as a result of the reduction in occupancy primarily in the fourth quarter of 2008
as discussed above. See “Reconciliations” below.

Operating expenses, exclusive of depreciation and amortization and gain on sale of assets, increased $14.1 million, or 2.1%, to
$695.3 million for the year ended December 31, 2008 from $681.2 million for the same period in 2007. There was an $18.5 million
decrease in non-cash compensation expense related to performance based compensation, offset by a $29.6 million increase in
operating expenses related to the operations of acquired outdoor advertising assets and increases in the cost of operating the
Company’s core assets and a $3.0 million increase in corporate expenses.

Depreciation and amortization expense increased $24.8 million for the year ended December 31, 2008 as compared to the year
ended December 31, 2007. The increase is primarily a result of capital expenditures of $103.7 million related to digital billboards
which are depreciated using a shorter expected life than the traditional billboards.

Due to the above factors, operating income decreased $46.6 million to $178.8 million for year ended December 31, 2008
compared to $225.4 million for the same period in 2007.

The Company recognized a $1.8 million return on investment compared to a $15.4 million gain as a result of the sale of a private
company recognized in the first quarter of 2007, which represents a decrease of 88.3% over the prior period.

Interest expense increased $1.8 million from $168.6 million for the year ended December 31, 2007 to $170.4 million for the year
ended December 31, 2008 due to a decrease in interest rates on variable-rate debt offset by increased debt balances.

The decrease in operating income, the decrease in gain on disposition of investment, and the increase in interest expense described
above resulted in a $63.4 million decrease in income before income taxes. This decrease in income resulted in a decrease in the
income tax expense of $24.6 million for the year ended December 31, 2008 over the same period in 2007. The effective tax rate for
the year ended December 31, 2008 was 81.2%, which is greater than the statutory rates due to permanent differences resulting from
non-deductible expenses.

As a result of the above factors, the Company recognized net income for the year ended December 31, 2008 of $2.2 million, as
compared to net income of $41.0 million for the same period in 2007.

Reconciliations:

Because acquisitions occurring after December 31, 2006 (the “acquired assets”) have contributed to our net revenue results for the
periods presented, we provide 2007 acquisition-adjusted net revenue, which adjusts our 2007 net revenue by adding to it the net
revenue generated by the acquired assets prior to our acquisition of them for the same time frame that those assets were owned in
2008. We provide this information as a supplement to net revenues to enable investors to compare periods in 2008 and 2007 on a more
consistent basis without the effects of acquisitions. Management uses this comparison to assess how well our core assets are
performing.
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Acquisition-adjusted net revenue is not determined in accordance with generally accepted accounting principles (GAAP). For this
adjustment, we measure the amount of pre-acquisition revenue generated by the acquired assets during the period in 2007 that
corresponds with the actual period we have owned the acquired assets in 2008 (to the extent within the period to which this report
relates). We refer to this adjustment as “acquisition net revenue.”

Reconciliations of 2007 reported net revenue to 2007 acquisition-adjusted net revenue as well as a comparison of 2007 acquisition-
adjusted net revenue to 2008 net revenue are provided below:

Comparison of 2008 Net Revenue to 2007 Acquisition-Adjusted Net Revenue

Year Ended December 31,
2008 2007
(In thousands)
REPOTLEA MEL TEVEIUE. ...ttt ettt s s b s b s bbbt $ 1,198419 $ 1,209,555
ACQUISITION NEE FEVEIIUC .....ce.evteeseicscecseeet ettt h bbb bbb — 28.473
AQUSTEA TOTALS ...ttt ettt ettt b s e et b s bbbt h bbb $ 1,198419 $ 1,238,028

LIQUIDITY AND CAPITAL RESOURCES
Overview

In light of the current economic recession which began in the fourth quarter of 2008 and continued in 2009, we have taken certain
steps to reduce our overall operating expenses. These steps include reducing operating expenses and non-essential capital expenditures
and significantly reducing acquisition activity. As part of the overall reductions in operating expenses, the company reduced its
workforce from approximately 3,500 to 3,000, which represents a decrease of approximately 14%.

The Company has historically satisfied its working capital requirements with cash from operations and borrowings under its senior
credit facility. The Company’s wholly owned subsidiary, Lamar Media Corp., is the principal borrower under the senior credit facility
and maintains all corporate operating cash balances except for approximately $6.9 million in cash held at Lamar Advertising (Lamar
Media’s parent company). The cash held at Lamar Advertising will be used to fund repayment of its 2 7/8% Convertible Notes due
2010 and operations. Any other cash requirements of the Company, therefore, must be funded by distributions from Lamar Media.

Sources of Cash

Total Liquidity at December 31, 2009. As of December 31, 2009 we had approximately $301.2 million of total liquidity, which is
comprised of approximately $112.3 million in cash and cash equivalents and the ability to fully access our revolving senior credit
facility in the amount of $188.9 million while remaining in compliance with covenant restrictions. During 2010 the Company intends
to use excess cash on hand primarily for reducing outstanding indebtedness under it senior credit facility. On February 12, 2010 the
Company prepaid $43.5 million under its senior credit facility, which included $16.5 million to fully extinguish its Series C
Incremental Term Loan Agreement and $27.0 million of its 2010 maturities.

Cash Generated by Operations. For the years ended December 31, 2009, 2008, and 2007 our cash provided by operating activities
was $293.7 million, $346.5 million and $354.5 million, respectively. While our net loss was approximately $58.0 million for the year
ended December 31, 2009, the Company generated cash from operating activities of $293.7 million during 2009 primarily due to
adjustments needed to reconcile net income to cash provided by operating activities, which primarily includes depreciation and
amortization of $336.7 million. We generated cash flows from operations during 2009 in excess of our cash needs for operations and
capital expenditures as described herein. We used the excess cash generated principally for reducing outstanding indebtedness. See —
“Cash Flows” for more information.

Credit Facilities As of December 31, 2009 we had approximately $188.9 million of unused capacity under the revolving credit
facility included in our senior credit facility. The senior credit facility was effective on September 30, 2005 and was comprised of a
$400.0 million revolving senior credit facility and a $400.0 million term facility. We have also borrowed $789.0 million in term loans
as a result of incremental borrowings (Series A through Series F) during 2006 and 2007 under the incremental facility included in our
senior credit facility. In addition to those incremental borrowings, the existing incremental facility permitted us to request that our
lenders enter into commitments to make additional term loans, up to a maximum aggregate amount of $500.0 million. The aggregate
balance outstanding under our senior credit facility at December 31, 2009 was $1.09 billion.
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On April 2, 2009, Lamar Media entered into Amendment No. 4 (“Amendment No. 4”) to its existing senior credit facility dated as
of September 30, 2005, together with its subsidiary guarantors, its subsidiary borrowers, the Company, and JPMorgan Chase Bank,
N.A.,, as Administrative Agent to, among other things (i) reduce the amount of the revolving credit commitments available thereunder
from $400 million to $200 million (ii) increase the interest rate margins for the revolving credit facility and term loans under the
Credit Agreement, (iii) make certain changes to the provisions regarding mandatory prepayments of loans, (iv) amend certain financial
covenants and (v) cause us and our subsidiary guarantors to pledge additional collateral, including certain owned real estate properties,
to secure loans made under the senior credit facility. Amendment No. 4 and the changes it made to the senior credit facility were
effective as of April 6, 2009.

Amendment No. 4 also reduced our incremental loan facility from $500 million to $300 million. The incremental facility permits
us to request that its lenders enter into commitments to make additional term loans, up to a maximum aggregate amount of $300
million. Our lenders have no obligation to make additional loans out of the $300 million incremental facility, but may enter into such
commitments at their sole discretion.

Proceeds from the Sale of Debt and Equity Securities.

On August 17, 2006, Lamar Media Corp. issued $216.0 million 6 5/8% Senior Subordinated Notes due 2015 — Series B. These
notes are unsecured senior subordinated obligations and will be subordinated to all of Lamar Media’s existing and future senior debt,
rank equally with all of Lamar Media’s existing and future senior subordinated debt and rank senior to all of our existing and any
future subordinated debt of Lamar Media. These notes are redeemable at the company’s option anytime on or after August 15, 2010.
The net proceeds from this issuance were used to reduce borrowings under Lamar Media’s bank credit facility and repurchase the
Company’s Class A common stock pursuant to its then existing repurchase plan.

On May 31, 2007, the Company commenced an offer to exchange all of its outstanding 2 7/8% Convertible Notes due 2010 (the
“outstanding notes™), for an equal amount of newly issued 2 7/8% Convertible Notes due 2010—Series B (“the new notes™) and cash.
The new notes are a separate series of debt securities. The purpose of the exchange offer was to exchange outstanding notes for new
notes with certain different terms, including the type of consideration the Company may use to pay holders who convert their notes.
Among their features, the new notes are convertible into Class A common stock, cash or a combination thereof, at the Company’s
option, subject to certain conditions, while the outstanding notes are convertible solely into the Company’s Class A common stock.
This exchange was completed on July 3, 2007, when the Company accepted for exchange $287.2 million aggregate principal amount
of outstanding notes, representing approximately 99.9 percent of the total outstanding notes with approximately $0.3 million aggregate
principal amount remaining of outstanding notes.

On October 11, 2007, Lamar Media Corp. completed an institutional private placement of $275 million aggregate principal amount
of 6 5/8% Senior Subordinated Notes due 2015—Series C. These notes are unsecured senior subordinated obligations and will be
subordinated to all of Lamar Media’s existing and future senior debt, rank equally with all of Lamar Media’s existing and future senior
subordinated debt and rank senior to all of the existing and any future subordinated debt of Lamar Media. These notes are redeemable
at the company’s option anytime on or after August 15, 2010. A portion of the $256.7 million net proceeds from the offering of the
Notes was used to repay a portion of the amounts outstanding under Lamar Media’s senior revolving credit facility.

On March 27, 2009, Lamar Media completed an institutional private placement of $350 million in aggregate principal amount
(approximately $314.9 million in gross proceeds) of 9 3/4% Senior Notes due 2014. These senior notes are unsecured obligations that
rank senior to all of Lamar Media’s existing and future debt that is expressly subordinated in right of payment to the senior notes,
including Lamar Media’s 7 1/4% Senior Subordinated Notes due 2013, its 6 5/8% Senior Subordinated Notes due 2015, its
6 5/8% Senior Subordinated Notes due 2015 — Series B, and its 6 5/8% Senior Subordinated Notes due 2015 — Series C. The senior
notes will rank equally with all of Lamar Media’s existing and future liabilities that are not so subordinated and will be effectively
subordinated to all of its secured debt (to the extent of the value of the collateral securing such debt), including our senior credit
facility, and structurally subordinated to all of the liabilities of any of Lamar Media’s subsidiaries that do not guarantee the senior
notes.. At any time prior to April 1, 2014, Lamar Media may redeem some or all of the senior notes at a price equal to 100% of the
principal amount plus a make-whole premium. Lamar Media also may redeem up to 35% of the aggregate principal amount of these
senior notes, at any time and from time to time, at a price equal to 109.75% of the aggregate principal amount so redeemed, plus
accrued and unpaid interest thereon (including additional interest, if any), with the net cash proceeds of certain public equity offerings
completed before April 1, 2012. Lamar Media distributed the proceeds of this offering, after the payment of fees and expenses, to
Lamar Advertising in order to enable Lamar Advertising to repurchase some or all of its outstanding 2 7/8% Convertible Notes due
2010 — Series B (pursuant to a tender offer, one or more open market transactions or individually negotiated transactions) or to fund
repayment of its convertible notes at maturity.
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Factors Affecting Sources of Liquidity

Internally Generated Funds. The key factors affecting internally generated cash flow are general economic conditions, specific
economic conditions in the markets where the Company conducts its business and overall spending on advertising by advertisers.

Credit Facilities and Other Debt Securities. Lamar must comply with certain covenants and restrictions related to its credit facility
and its outstanding debt securities.

Restrictions Under Debt Securities. Lamar must comply with certain covenants and restrictions related to its outstanding debt
securities. Currently Lamar Media has outstanding approximately $385.0 million 7 1/4% Senior Subordinated Notes due 2013 issued
in December 2002 and June 2003 (the “7 1/4% Notes™), $400.0 million 6 5/8% Senior Subordinated Notes due 2015 issued August
2005, $216.0 million 6 5/8% Senior Subordinated Notes due 2015 — Series B issued in August 2006 and $275.0 million 6 5/8%
Senior Subordinated Notes due 2015 — Series C issued in October 2007 (collectively, the “6 5/8% Notes”) and $350 million 9 3/4%
Senior Notes due 2014 issued in March 2009 (the “9 3/4% Notes). The indentures relating to Lamar Media’s outstanding notes restrict
its ability to incur indebtedness but permit the incurrence of indebtedness (including indebtedness under its senior credit facility), (i) if
no default or event of default would result from such incurrence and (ii) if after giving effect to any such incurrence, the leverage ratio
(defined as total consolidated debt to trailing four fiscal quarter EBITDA (as defined in the indentures)) would be less than (a) 6.5 to
1, pursuant to the 7 1/4% Notes and 9 3/4% Notes indenture, and (b) 7.0 to 1, pursuant to the 6 5/8% Notes indentures.

In addition to debt incurred under the provisions described in the preceding sentence, the indentures relating to Lamar Media’s
outstanding notes permit Lamar Media to incur indebtedness pursuant to the following baskets:

e upto $1.3 billion of indebtedness under its senior credit facility;
. currently outstanding indebtedness or debt incurred to refinance outstanding debt;
«  inter-company debt between Lamar Media and its subsidiaries or between subsidiaries;

+  certain purchase money indebtedness and capitalized lease obligations to acquire or lease property in the ordinary course
of business that cannot exceed the greater of $20 million or 5% of Lamar Media’s net tangible assets; and

. additional debt not to exceed $40 million.

Restrictions under Senior Credit Facility. Lamar Media is required to comply with certain covenants and restrictions under its
senior credit facility. If the Company fails to comply with these tests, the long term debt payments may be accelerated. At December
31, 2009 and currently, Lamar Media is in compliance with all such tests. We must be in compliance with the following financial
ratios under our senior credit facility:

e  atotal debt ratio, defined as total consolidated debt to EBITDA, as defined below, for the most recent four fiscal quarters
as set forth below:

Period Ratio

Amendment No. 4 Effective Date through and including March 31, 2009 7.25 to 1.00
Thereafter through and including June 30, 2009 7.50 to 1.00
Thereafter through and including June 30, 2010 7.75 to0 1.00
Thereafter through and including December 31, 2010 7.50 to 1.00
Thereafter through and including March 31, 2011 7.00 to 1.00
Thereafter through and including June 30, 2011 6.75t0 1.00
Thereafter through and including September 30, 2011 6.25 to 1.00
Thereafter 6.00 to 1.00
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* asenior debt ratio, defined as total senior debt to EBITDA, as defined below, for the most recent four fiscal quarters as set

forth below:

Period Ratio

Amendment No. 4 Effective Date through and including March 31, 2009 4.00 to 1.00
Thereafter through and including March 31, 2010 42510 1.00
Thereafter through and including September 30, 2010 4.00 to 1.00
Thereafter through and including December 31, 2010 3.75 to 1.00
Thereafter through and including March 31, 2011 3.50 to 1.00
Thereafter through and including September 30, 2011 3.25t0 1.00
Thereafter through and including December 30, 2011 3.00 to 1.00
Thereafter 2.00 to 1.00

* afixed charges coverage ratio, defined as EBITDA, (as defined below), for the most recent four fiscal quarters to the sum of
(1) the total payments of principal and interest on debt for such period, plus (2) capital expenditures made during such period,
plus (3) income and franchise tax payments made during such period, plus (4) dividends, of greater than 1.05 to 1.

The definition of “EBITDA” was revised in Amendment No. 4 as follows: “EBITDA” means, for any period, operating income for
the Company and its subsidiaries (other than any unrestricted subsidiary) (determined on a consolidated basis without duplication in
accordance with GAAP) for such period (calculated before taxes, interest expense, interest in respect of mirror loan indebtedness,
depreciation, amortization and any other non-cash income or charges accrued for such period, one-time cash restructuring charges and
cash severance charges in the fiscal years ending on December 31, 2008 and 2009 which charges shall not in the aggregate exceed
$2.5 million for such fiscal years) for such period and (except to the extent received or paid in cash by the Company or any of its
subsidiaries (other than any unrestricted subsidiary) income or loss attributable to equity in Affiliates for such period), excluding any
extraordinary and unusual gains or losses during such period, and excluding the proceeds of any Casualty Events and Dispositions.
For purposes hereof, the effect thereon of any adjustments required under Statement of Financial Accounting Standards No. 141R
shall be excluded.

The Company believes that its current level of cash on hand, availability under its senior credit facility and future cash flows from
operations are sufficient to meet its operating needs through fiscal 2010. All debt obligations are reflected on the Company’s balance
sheet.

Uses of Cash

Capital Expenditures. Capital expenditures excluding acquisitions were approximately $38.8 million for the year ended December
31, 2009. We anticipate our 2010 total capital expenditures to be approximately $40 million.

Acquisitions. During the year ended December 31, 2009, the Company financed its acquisition activity of approximately $4.5
million with cash on hand. In light of the current economic recession, the Company plans to continue to limit acquisition activity
during 2010 with no material spending currently planned for acquisitions.

Tender Offers. On March 23, 2009, Lamar Advertising commenced a tender offer to purchase for cash any and all of its
outstanding 2 7/8% Convertible Notes due 2010 — Series B. The tender offer expired on April 17, 2009. As a result of the tender
offer, Lamar Advertising accepted for payment $153.6 million principal amount of notes at a purchase price of $142.7 million, which
was 92% of the original principal amount of the notes, including all accrued and unpaid interest up to, but not including the payment
date of April 20, 2009.

On June 6, 2009, Lamar Advertising commenced a tender offer to purchase for cash any and all of its remaining outstanding
2 77/8% Convertible Notes due 2010 — Series B. The tender offer expired on July 14, 2009. As a result of the tender offer, Lamar
Advertising accepted for payment $120.4 million in principal amount of notes at a purchase price of $117.8 million, which was
97.75% of the original amount of the notes, including all accrued and unpaid interest up to, but not including the payment date of
July 15, 2009. Pursuant to the terms of the tender offer, convertible notes not tendered, or tendered and validly withdrawn, in the
tender offer remain outstanding, and the terms and conditions governing the note, including the covenants and other provisions
contained in the indentures governing the notes, remain unchanged.

In addition, on August 18, 2009, the Company accepted for payment $7.1 million in principal amount of 2 7/8% Convertible Notes
due 2010 — Series B, which was 99.9% of the original amount of the notes and on October 6, 2009, the Company accepted for
payment $3.0 million in principal amount of 2 7/8% Convertible Notes due 2010-Series B, which was 99.75% of the original amount
of the notes. Both of these prepayments were in privately negotiated transactions. There was $3.4 million in principal amount of
2 7/8% Convertible Notes due 2010 outstanding as of December 31, 2009.
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Stock Repurchase Program. In November 2005, the Company announced that its Board of Directors authorized the repurchase of
up to $250.0 million of the Company’s Class A common stock. The Company completed this repurchase plan in July 2006,
repurchasing approximately 4.9 million shares of its Class A common stock.

In August 2006, the Company announced a second repurchase plan of up to $250.0 million of the Company’s Class A common
stock, which was completed in July 2007. The Company’s Board of Directors adopted a third $500 million repurchase plan in
February 2007, which expired on February 22, 2009. During the twelve months ended December 31, 2008 and December 31, 2007,
the Company purchased approximately 2.6 million shares and 6.7 million shares of its Class A common stock for an aggregate
purchase price of approximately $90.5 million and $383.6 million, respectively. Shares repurchased under the plan were made on the
open market or in privately negotiated transactions. The timing and amount of the shares repurchased were determined by Lamar’s
management based on its evaluation of market conditions and other factors. All repurchased shares are available for future use for
general corporate and other purposes.

Special Cash Dividend. In February 2007, the Company’s board of directors declared a special divided of $3.25 per share of
Common Stock. The dividend of $318.3 million in aggregate amount was paid on March 30, 2007 to stockholders of record on March
22, 2007. Lamar had 82,541,461 shares of Class A Common Stock and 15,397,865 shares of Class B Common Stock, which is
convertible into Class A Common Stock on a one-for-one-basis at the option of its holder, outstanding as of March 22, 2007.

Debt Service and Contractual Obligations. As of December 31, 2009, we had outstanding debt of approximately $2.67 billion. In
the future, Lamar Media has principal reduction obligations and revolver commitment reductions under its bank credit agreement. In
addition, it has fixed commercial commitments. These commitments are detailed as follows:

Payments Due by Period

Less Than After
Contractual Obligations Total 1 Year 1-3Years 3-5Years S Years
(In millions)
Long-Term Debt......coooviiiiniieineieecceec e $ 26749 $ 1213 $ 6203 $ 1,0632 $ 870.1
Interest obligations on long term debt(1) ...c..ccoevviieiiiiiiiiiiinii 761.0 179.5 325.2 210.8 45.5
Billboard site and other operating 1€ases.........ccceevevuereiininiincinnnnnnnnn. 1,185.5 149.1 237.9 183.3 6152
Total pAYMENLS QUE ...ttt $ 46214 $ 4499 $ 1,1834 $§ 14573 §$ 1,530.8

(1) Interest rates on our variable rate instruments are assuming rates at the December 2009 levels.

Amount of Expiration Per Period

Total Amount Less Than 1 After
Other Commercial Commitments Committed Year 1-3 Years 3-5Years 5 Years
(In millions)
Revolving Bank Facility(2) ....cccccereereriririririneeieeeereneerenenennnes $ 200.0 § — $ 2000 § — $—
Standby Letters of Credit(3) .o..vrvreerrcrerriiereieieienceceenrnenens $ 111 $ 7.8 $ 33 8 — $—

(2) Lamar Media had $0.0 outstanding under the revolving facility at December 31, 2009.

(3) The standby letters of credit are issued under Lamar Media’s revolving bank facility and reduce the availability of the facility by
the same amount.

Cash Flows

The Company’s cash flows provided by operating activities decreased by $52.8 million for the year ended December 31, 2009 due
to a decrease in net income of $60.2 million as described in “Results of Operations”, a decrease in adjustments to reconcile net income
to cash provided by operating activities of $30.9 million primarily due to an increase in deferred tax benefits of $40.1 million. In
addition, as compared to the same period in 2008, there were decreases in the change in prepaid expenses of $5.4 million, accrued
expenses of $16.8 million and other liabilities of $10.1 million.

Cash flows used in investing activities decreased $408.4 million from $437.4 million in 2008 to $29.0 million in 2009 primarily
due to a decrease in cash used in acquisition activity by the Company in 2009 of $245.5 million and a reduction in capital expenditures
of $159.3 million.

Cash flows used in financing activities was $168.3 million for the year ended December 31, 2009 primarily due to the net
payments under the credit facility of $198.7 million, the $269.1 million of payments on the 2 7/8% convertible notes, offset by the
$314.9 million in proceeds from the 9 3/4% senior note offering in March 2009.
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CRITICAL ACCOUNTING ESTIMATES

Our discussion and analysis of our results of operations and liquidity and capital resources are based on our consolidated financial
statements, which have been prepared in accordance with GAAP. The preparation of these financial statements requires us to make
estimates and judgments that affect the reported amounts of assets, liabilities, revenues and expenses. On an ongoing basis, we
evaluate our estimates and judgments, including those related to long-lived asset recovery, intangible assets, goodwill impairment,
deferred taxes, asset retirement obligations and allowance for doubtful accounts. We base our estimates on historical and anticipated
results and trends and on various other assumptions that we believe are reasonable under the circumstances, including assumptions as
to future events and, where applicable, established valuation techniques. These estimates form the basis for making judgments about
carrying values of assets and liabilities that are not readily apparent from other sources. By their nature, estimates are subject to an
inherent degree of uncertainty. Actual results may differ from our estimates. We believe that the following significant accounting
policies and assumptions may involve a higher degree of judgment and complexity than others.

Long-Lived Asset Recovery. Long-lived assets, consisting primarily of property, plant and equipment and intangibles comprise a
significant portion of the Company’s total assets. Property, plant and equipment of $1.4 billion and intangible assets of $670.5 million
are reviewed for impairment whenever events or changes in circumstances have indicated that their carrying amounts may not be
recoverable. Recoverability of assets is measured by a comparison of the carrying amount of an asset to future undiscounted net cash
flows expected to be generated by that asset before interest expense. These undiscounted cash flow projections are based on
management’s assumptions surrounding future operating results and the anticipated future economic environment. If actual results
differ from management’s assumptions, an impairment of these intangible assets may exist and a charge to income would be made in
the period such impairment is determined. During the year ended December 31, 2009 there were no indications that an impairment
test was necessary.

Intangible Assets. The Company has significant intangible assets recorded on its balance sheet. Intangible assets primarily
represent site locations of $630.4 million and customer relationships of $36.0 million associated with the Company’s acquisitions. The
fair values of intangible assets recorded are determined using discounted cash flow models that require management to make
assumptions related to future operating results, including projecting net revenue growth discounted using current cost of capital rates,
of each acquisition and the anticipated future economic environment. If actual results differ from management’s assumptions, an
impairment of these intangibles may exist and a charge to income would be made in the period such impairment is determined.
Historically no impairment charge has been required with respect to the Company’s intangible assets.

Goodwill Impairment. The Company has a significant amount of goodwill on its balance sheet and must perform an impairment
test of goodwill annually or on a more frequent basis if events and circumstances indicate that the asset might be impaired. The first
step of the impairment test requires management to determine the implied fair value of its reporting units and compare it to its book
value (including goodwill). To the extent the book value of a reporting unit exceeds the fair value of the reporting unit, the Company
would be required to perform the second step of the impairment test, as this is an indicator that the reporting unit may be impaired.
Impairment testing involves various estimates and assumptions, which could vary, and an analysis of relevant market data and market
capitalization.

We have identified two reporting units (Logo operations and Billboard operations) in accordance with ASC 350. No changes have
been made to our reporting units from the prior period. The reporting units and their carrying amounts of goodwill as of December
31, 2009 and 2008 are as follows:

Carrying Value of Goodwill
(in thousands)

December 31, 2009 December 31, 2008
Billboard operations 1,423,322 1,415,435
Logo operations 961 961

We believe there are numerous facts and circumstances that need to be considered when estimating the reasonableness of the
reporting unit’s estimated fair value, especially in the current recession. In conducting our impairment test, we assessed the
reasonableness of the reporting unit’s estimated fair value based on both market capitalization and discounted future cash flows. The
discounted cash flow analysis incorporated various growth rate assumptions and discounting based on a present value factor.
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Consideration of market capitalization

The Company first considered its market capitalization as of its annual impairment testing date of December 31. The market
capitalization of its Class A common stock as of December 31, 2009 was $2.96 billion compared to stockholders” equity of $831.8
million as of that date, resulting in an excess of approximately $2.1 billion. The Company considers market capitalization over book
value a strong indicator that no impairment of goodwill exists as of the measurement date of December 31, 2009. The following table
presents the market capitalization and aggregate book value of the reporting units as of December 31, 2009:

Market
Equity Book Value Capitalization(1)
(in thousands)
Aggregate Values as of December 31, 2009 831,798 2,960,320

(1) Market capitalization was calculated using a 10-day average of the closing prices of the Class A
common stock beginning 5 trading days prior to the measurement date.

Calculations of Fair Value using Discounted Cash Flow Analysis

We also estimate fair value using a discounted cash flow analysis that compares the estimated future cash flows of each reporting
unit to the book value of the reporting unit.

The discount rate and projected revenue and EBITDA (earnings before interest, tax, depreciation and amortization) growth rates
are significant assumptions utilized in our calculation of the present value of cash flows used to estimate fair value of the reporting
units. These assumptions could be adversely impacted by certain risks including deterioration in industry and economic conditions.

Our discount rate assumption is based on our cost of capital, which we determine annually based on our estimated costs of debt and
equity relative to our capital structure. As of December 31, 2009 our weighted average cost of capital (WACC) was approximately
10%, which is slightly higher than our historical rate due to increased market risk given the current economic conditions. Based on
our analysis, our WACC must exceed 13.0% before the second step of the impairment test would be required.

In developing our revenue and EBITDA growth rates, we consider our historical performance and current market trends in the
markets in which we operate. The following table describes the growth rates used in our analysis, which indicated no impairment
charge was required, compared to our recent historical rates achieved:

Compound Annual Growth Rates (CAGR)

Revenue EBITDA
5 year
5 year projected
Historical* projected rate Historical* rate
Billboard operations 0.8% 5.4% (0.5%) 7.3%
Logo operations 0.8% 2.4% (5.6%) 3.6%

*Calculated based on the Company's historical results from 2005 to 2009.

Our December 31, 2009 discounted cash flow analysis does not indicate the need for step two of the impairment test unless the
Compound Annual Growth Rate (CAGR), calculated using projections over the next 5 years, for revenue declines to less than (2.7%)
for our billboard operations and less than (13.7%) for our logo operations, and the CAGR for EBITDA declines to less than (2.1%) for
our billboard operations and less than (12.7%) for our logo operations. Assumptions used in our impairment test, such as forecasted
growth rates and our cost of capital, are based on the best available market information and are consistent with our internal forecast
and operating plans. In addition, our forecasts were based on the current economic recession continuing through 2010. A prolonged
recession or changes in our forecasts could change our conclusion regarding an impairment of goodwill and potentially result in a non-
cash impairment loss in a future period. In addition, these assumptions could be adversely impacted by certain risks discussed in
“Risk Factors” in Item 1A of this Annual Report. For additional information about goodwill, see Note 5 to the Consolidated Financial
Statements. The following table presents the aggregate fair value of our reporting units and aggregate book value of the reporting
units as of December 31, 2009:

Equity Book Value Fair Value (1)

(in thousands)
Aggregate Values as of December 31, 2009 831,798 3,026,891
(1) Fair Value is calculated using the discounted cash flow analysis described above.
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Based upon the Company’s annual review as of December 31, 2009, using both the market capitalization approach and discounted
cash flow analysis, there was no indication of a potential impairment and, therefore, the second step of the impairment test was not
required and no impairment charge was necessary.

Deferred Taxes. As of December 31, 2009, the Company determined that its deferred tax assets of $206.2 million, a component of
which is the Company’s operating loss carry forward, net of existing valuation allowances, are fully realizable due to the existence of
certain deferred tax liabilities of approximately $308.8 million that are anticipated to reverse during the carry forward period. The
Company bases this determination by projecting taxable income over the relevant period. Should the Company determine that it would
not be able to realize all or part of its net deferred tax assets in the future, an adjustment to the deferred tax asset would be charged to
income in the period such determination was made. For a more detailed description, see Note 11 of the Notes to the Consolidated
Financial Statements.

Asset Retirement Obligations. The Company had an asset retirement obligation of $160.3 million as of December 31, 2009. This
liability relates to the Company’s obligation upon the termination or non-renewal of a lease to dismantle and remove its billboard
structures from the leased land and to reclaim the site to its original condition. The Company records the present value of obligations
associated with the retirement of tangible long-lived assets in the period in which they are incurred. The liability is capitalized as part
of the related long-lived asset’s carrying amount. Over time, accretion of the liability is recognized as an operating expense and the
capitalized cost is depreciated over the expected useful life of the related asset. In calculating the liability, the Company calculates the
present value of the estimated cost to dismantle using an average cost to dismantle, adjusted for inflation and market risk.

This calculation includes 100% of the Company’s billboard structures on leased land (which currently consist of approximately
75,000 structures). The Company uses a 15-year retirement period based on historical operating experience in its core markets,
including the actual time that billboard structures have been located on leased land in such markets and the actual length of the leases
in the core markets, which includes the initial term of the lease, plus any renewal period. Historical third-party cost information is used
with respect to the dismantling of the structures and the reclamation of the site. The interest rate used to calculate the present value of
such costs over the retirement period is based on credit rates historically available to the Company.

Stock-based Compensation. Share-based compensation expense is based on the value of the portion of share-based payment
awards that is ultimately expected to vest. Share-Based Payment Accounting requires the use of a valuation model to calculate the fair
value of share-based awards. The Company has elected to use the Black-Scholes option-pricing model. The Black-Scholes option-
pricing model incorporates various assumptions, including volatility, expected life and interest rates. The expected life is based on the
observed and expected time to post-vesting exercise and forfeitures of stock options by our employees. Upon the adoption of Share-
Based Payment Accounting, we used a combination of historical and implied volatility, or blended volatility, in deriving the expected
volatility assumption as allowed under Share-Based Payment Accounting. The risk-free interest rate assumption is based upon
observed interest rates appropriate for the term of our stock options. The dividend yield assumption is based on our history and
expectation of dividend payouts. Share-Based Payment Accounting requires forfeitures to be estimated at the time of grant and
revised, if necessary, in subsequent periods if actual forfeitures differ from those estimates. Forfeitures were estimated based on our
historical experience. If factors change and we employ different assumptions in the application of Share-Based Payment Accounting
in future periods, the compensation expense that we record under Share-Based Payment Accounting may differ significantly from
what we have recorded in the current period. During 2009, we recorded $11.3 million as compensation expense related to stock
options and employee stock purchases. We evaluate and adjust our assumptions on an annual basis. See Note 14 “Stock Compensation
Plans” of the Notes to Consolidated Financial Statements for further discussion.

Allowance for Doubtful Accounts. The Company maintains allowances for doubtful accounts based on the payment patterns of its
customers. Management analyzes historical results, the economic environment, changes in the credit worthiness of its customers, and
other relevant factors in determining the adequacy of the Company’s allowance. Bad debt expense was $12.7 million, $14.4 million
and $7.2 million and or approximately 1.2%, 1.2% and 0.6% of net revenue for the years ended December 31, 2009, 2008, and 2007,
respectively. If the current economic recession is prolonged or increases in severity, the inability of customers to pay may occur and
the allowance for doubtful accounts may need to be increased, which will result in additional bad debt expense in future years.

Lamar Media Corp.

The following is a discussion of the consolidated financial condition and results of operations of Lamar Media for the years ended
December 31, 2009, 2008 and 2007. This discussion should be read in conjunction with the consolidated financial statements of
Lamar Media and the related notes.
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RESULTS OF OPERATIONS

The following table presents certain items in the Consolidated Statements of Operations as a percentage of net revenues for the
years ended December 31, 2009, 2008 and 2007:

Year Ended December 31,

2009 2008 2007
INEE TEVEIIUCS ... veveieeeereeerereeseeseesseasessassesseeseeseeeansesteasenaseseeasesasasesasamseRseoreabeasseab e s s s e s s ae s e s e st st st s st 100.0% 100.0% 100.0%
Operating expenses:
Direct adVEItiSING EXPEIISES ...vervrvviuiereriuieteierirartititesitstese st ere st is b e s e s e s sbee et essbn et 37.7 36.5 34.0
General and adminIStrAtiVe EXPEIISES......coveeruirtiirieiiiiieiiitirt ettt e et 17.7 17.3 17.4
COTPOTALE EXPEIISES ...eeerviretiieteititeiaseseeneest e s et e as e esssseest e s e b e b et bbb e b e bt h e e s e n b e b e bt 4.0 4.1 4.9
Depreciation and amoIrtiZation............ciiiiiiiiiiiiii et 31.9 27.7 254
OPETALINE IICOMIE ..ottt t et bbb 9.3 15.0 18.7
S (e g o1 1 L OO OO OO TOT OO PYPIPOFTRPEPVRTSTSUNUR TSP SIS S 18.2 13.2 13.3
INEL (LOSS) INCOIMIE. . ...veeeertiseteieeeteie st stes e ettt a s bbb es b e bbb (5.3) 0.9 3.8

Year ended December 31, 2009 compared to Year ended December 31, 2008

Net revenues decreased $142.4 million or 11.9% to $1.06 billion for the year ended December 31, 2009 from $1.20 billion for the
same period in 2008. This decrease was attributable primarily to a decrease in billboard net revenues of $132.3 million, or 12.1%, over
the prior period, $10.6 million decrease in transit revenue, or 17.4%, over the prior period due to lost transit contracts in 2009, offset
by a $0.5 million increase in logo revenue,, or 1.1%, over the prior period.

The decrease in billboard net revenue of $132.3 million was a result of decreased rate and occupancy due to a reduction in
advertising spending by our customers, resulting from the current economic recession, which began in the fourth quarter of 2008. The
$10.6 million decrease in transit revenue consists of a $0.8 million decrease due to lost transit contracts and a $9.8 million decrease
resulting from the current economic recession.

Net revenues for the year ended December 31, 2009, as compared to acquisition-adjusted net revenue for the year ended December
31, 2008, decreased $155.3 million or 12.8% primarily as a result of the reduction in rate and occupancy as discussed above. See
“Reconciliations” below.

Operating expenses, exclusive of depreciation and amortization and gain on sale of assets, decreased $67.7 million or 9.7% to
$626.7 million for the year ended December 31, 2009 from $694.4 million for the same period in 2008. There was a $3.5 million
increase in non-cash compensation expense related to performance based compensation, offset by a $64.1 million decrease in
operating expenses related to costs in operating the Company’s core assets and a $7.1 million decrease in corporate expenses.

Depreciation and amortization expense increased $5.1 million for the year ended December 31, 2009 as compared to the year
ended December 31, 2008. The increase is primarily a result of accelerated depreciation on dismantled structures during 2009.

Due to the above factors, operating income decreased $81.7 million to $98.0 million for year ended December 31, 2009 compared
to $179.7 million for the same period in 2008.

Interest expense increased $34.0 million from $157.9 million for the year ended December 31, 2008 to $191.9 million for the year
ended December 31, 2009 due to the issuance of $350 million principal amount 9 3/4% senior notes and the increase in interest rates
resulting from the amendments to our senior credit facility in April 2009.

The decrease in operating income and the increase in interest expense resulted in a $116.8 million decrease in income before
income taxes. This decrease in income resulted in a decrease in the income tax expense of $50.6 million for the year ended December
31, 2009 over the same period in 2008. The effective tax rate for the year ended December 31, 2009 was 39.3%.

As a result of the above factors, Lamar Media recognized a net loss for the year ended December 31, 2009 of $55.8 million, as
compared to net income of $10.4 million for the same period in 2008.

Reconciliations:

Because acquisitions occurring after December 31, 2007 (the “acquired assets”) have contributed to our net revenue results for the
periods presented, we provide 2008 acquisition-adjusted net revenue, which adjusts our 2008 net revenue by adding to it the net
revenue generated by the acquired assets prior to our acquisition of them for the same time frame that those assets were owned in
2009. We provide this information as a supplement to net revenues to enable investors to compare periods in 2009 and 2008 on a more
consistent basis without the effects of acquisitions. Management uses this comparison to assess how well our core assets are
performing.
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Acquisition-adjusted net revenue is not determined in accordance with generally accepted accounting principles (GAAP). For this
adjustment, we measure the amount of pre-acquisition revenue generated by the acquired assets during the period in 2008 that
corresponds with the actual period we have owned the acquired assets in 2009 (to the extent within the period to which this report
relates). We refer to this adjustment as “acquisition net revenue.”

Reconciliations of 2008 reported net revenue to 2008 acquisition-adjusted net revenue as well as a comparison of 2008 acquisition-
adjusted net revenue to 2009 net revenue are provided below:

Comparison of 2009 Net Revenue to 2008 Acquisition-Adjusted Net Revenue

Year Ended December 31,
2009 2008
(In thousands)
REPOTTEA NEE TEVEIUE. ... .veee ettt et e e ettt ettt e et e st et e e et e et e e es e e e e s e seeseeseeseereensanes $ 1,056,065 $ 1,198,419
ACQUISTHION DEE TEVETIIC ....c.e.eerttiieteiteetsce it ete et teses s bbb s sttt asass s bebesetesese st esstetesesssssssnannsenesssesasasenas — 12,955
AQJUSTEA TOTALS ...ttt ettt ettt e et e e e et eea ettt s et ettt et s s et eeseaeaeaeeee $ 1,056,065 $ 1,211,374

Year ended December 31, 2008 compared to Year ended December 31, 2007

Net revenues decreased $11.1 million or 0.9% to $1.20 billion for the year ended December 31, 2008 from $1.21 billion for the
same period in 2007. This decrease was attributable primarily to a decrease in billboard net revenues of $9.7 million or 0.9% over the
prior period and a $1.7 million decrease in logo sign revenue over the prior period due to contracts lost in the fourth quarter of 2008.

The decrease in billboard net revenue of $9.7 million was a result of decreased occupancy due to a reduction in advertising
spending based on the deterioration of the economy which accelerated in the fourth quarter of 2008. The $1.7 million decrease in logo
revenue was a result of internal growth of approximately $1.7 million was offset by a decrease of $3.4 million of revenue due to the
loss of various logo contracts.

Net revenues for the year ended December 31, 2008, as compared to acquisition-adjusted net revenue for the year ended December
31, 2007, decreased $39.6 million or 3.2% primarily as a result of the reduction in occupancy as discussed above. See
“Reconciliations” below.

Operating expenses, exclusive of depreciation and amortization and gain on sale of assets, increased $13.8 million or 2.0% to
$694.4 million for the year ended December 31, 2008 from $680.6 million for the same period in 2007. There was an $18.5 million
decrease in non-cash compensation expense related to performance based compensation, offset by a $29.6 million increase in
operating expenses related to the operations of acquired outdoor advertising assets and increases in costs in operating the Company’s
core assets and a $2.7 million increase in corporate expenses.

Depreciation and amortization expense increased $24.8 million for the year ended December 31, 2008 as compared to the year
ended December 31, 2007. The increase is a result of capital expenditures in 2008 including $103.7 million related to digital
billboards which are depreciated using a shorter expected life than traditional billboards.

Due to the above factors, operating income decreased $46.2 million to $179.7 million for year ended December 31, 2008
compared to $226.0 million for the same period in 2007.

Lamar Media recognized a $1.8 million return on investment compared to a $15.4 million gain as a result of the sale of a private
company recognized in the first quarter 2007, which represents a decrease of 88.3% over the prior period.

Interest expense decreased $3.3 million from $161.2 million for the year ended December 31, 2007 to $157.9 million for the year
ended December 31, 2008 due to a decrease in interest rates on variable-rate debt offset by an increased debt balance.

The decrease in operating income and the decrease in gain on disposition of investment offset by the decrease in interest expense
resulted in a $58.0 million decrease in income before income taxes. This decrease in income resulted in a decrease in the income tax
expense of $22.8 million for the year ended December 31, 2008 over the same period in 2007. The effective tax rate for the year ended
December 31, 2008 was 58.3%, which is greater than the statutory rates due to permanent differences resulting from non-deductible
expenses.

As a result of the above factors, Lamar Media recognized net income for the year ended December 31, 2008 of $10.4 million, as
compared to net income of $45.6 million for the same period in 2007.
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Reconciliations:

Because acquisitions occurring after December 31, 2006 (the “acquired assets”) have contributed to our net revenue results for the
periods presented, we provide 2007 acquisition-adjusted net revenue, which adjusts our 2007 net revenue by adding to it the net
revenue generated by the acquired assets prior to our acquisition of them for the same time frame that those assets were owned in
2008. We provide this information as a supplement to net revenues to enable investors to compare periods in 2008 and 2007 on a more
consistent basis without the effects of acquisitions. Management uses this comparison to assess how well our core assets are
performing.

Acquisition-adjusted net revenue is not determined in accordance with generally accepted accounting principles (GAAP). For this
adjustment, we measure the amount of pre-acquisition revenue generated by the acquired assets during the period in 2007 that
corresponds with the actual period we have owned the acquired assets in 2008 (to the extent within the period to which this report
relates). We refer to this adjustment as “acquisition net revenue.”

Reconciliations of 2007 reported net revenue to 2007 acquisition-adjusted net revenue as well as a comparison of 2007 acquisition-
adjusted net revenue to 2008 net revenue are provided below:

Comparison of 2008 Net Revenue to 2007 Acquisition-Adjusted Net Revenue

Year Ended December 31,
2008 2007
(In thousands)
REPOITEA NEL TEVEIMIE .....vceceiereiieieieteiereseseste sttt seeeeeebebese et s s eee b b et sasan st e e s s s s bbb bttt st ns $ 1,198,419 $ 1,209,555
ACQUISTTION NEE TEVEIUE .....eveviitirreeiie ettt et st a bbb b b ea e b e s s ete et r et — 28.473
AQJUSTEA TOTALS ...vevitciiit ettt $ 1198419 § 1,238,028

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
Lamar Advertising Company and Lamar Media Corp.

Lamar Advertising Company is exposed to interest rate risk in connection with variable rate debt instruments issued by its wholly
owned subsidiary Lamar Media Corp. The information below summarizes the Company’s interest rate risk associated with its
principal variable rate debt instruments outstanding at December 31, 2009, and should be read in conjunction with Note 8 of the Notes
to the Company’s Consolidated Financial Statements.

Loans under Lamar Media Corp.’s senior credit facility bear interest at variable rates equal to the JPMorgan Chase Prime Rate or
LIBOR plus the applicable margin. Because the JPMorgan Chase Prime Rate or LIBOR may increase or decrease at any time, the
Company is exposed to market risk as a result of the impact that changes in these base rates may have on the interest rate applicable to
borrowings under the senior credit facility. Increases in the interest rates applicable to borrowings under the senior credit facility
would result in increased interest expense and a reduction in the Company’s net income.

At December 31, 2009 there was approximately $1.1 billion of aggregate indebtedness outstanding under the senior credit facility,
or approximately 40.9% of the Company’s outstanding long-term debt on that date, bearing interest at variable rates. The aggregate
interest expense for 2009 with respect to borrowings under the senior credit facility was $61.8 million, and the weighted average
interest rate applicable to borrowings under this credit facility during 2009 was 4.8%. Assuming that the weighted average interest rate
was 200 basis points higher (that is 6.8% rather than 4.8%), then the Company’s 2009 interest expense would have been
approximately $24.2 million higher resulting in a $15.5 million decrease in the Company’s 2009 net income.

The Company attempted to mitigate the interest rate risk resulting from its variable interest rate long-term debt instruments by
issuing fixed rate long-term debt instruments and maintaining a balance over time between the amount of the Company’s variable rate
and fixed rate indebtedness. In addition, the Company has the capability under the senior credit facility to fix the interest rates
applicable to its borrowings at an amount equal to LIBOR plus the applicable margin for periods of up to twelve months (in certain
cases with the consent of the lenders), which would allow the Company to mitigate the impact of short-term fluctuations in market
interest rates. In the event of an increase in interest rates, the Company may take further actions to mitigate its exposure. The
Company cannot guarantee, however, that the actions that it may take to mitigate this risk will be feasible or that, if these actions are
taken, that they will be effective.

ITEM 8. FINANCIAL STATEMENTS (following on next page)
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Management’s Report on Internal Control Over Financial Reporting

The management of Lamar Advertising Company is responsible for establishing and maintaining adequate internal control over
financial reporting as such term is defined in Rule 13a-15(f) and 15d-15(f) under the Exchange Act.

Lamar Advertising’s management assessed the effectiveness of Lamar Advertising’s internal control over financial reporting as of
December 31, 2009. In making this assessment, management used the criteria set forth by the Committee of Sponsoring Organizations
of the Treadway Commission (COSO) in Internal Control-Integrated Framework. Based on this assessment, Lamar Advertising’s
management has concluded that, as of December 31, 2009, Lamar Advertising’s internal control over financial reporting is effective
based on those criteria. The effectiveness of Lamar Advertising’s internal control over financial reporting as of December 31, 2009
has been audited by KPMG LLP, an independent registered public accounting firm, as stated in their report, which is included in Item
8 to this Annual Report.
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Stockholders
Lamar Advertising Company:

We have audited Lamar Advertising Company’s internal control over financial reporting as of December 31, 2009, based on
criteria established in Internal Control — Integrated Framework issued by the Committee of Sponsoring Organizations of the
Treadway Commission (COSO). Lamar Advertising Company’s management is responsible for maintaining effective internal control
over financial reporting and for its assessment of the effectiveness of internal control over financial reporting, included in the
accompanying Management Report on Internal Control over Financial Reporting. Our responsibility is to express an opinion on the
Company’s internal control over financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States).
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether effective internal control
over financial reporting was maintained in all material respects. Our audit included obtaining an understanding of internal control over
financial reporting, assessing the risk that a material weakness exists, and testing and evaluating the design and operating effectiveness
of internal control based on the assessed risk. Our audit also included performing such other procedures as we considered necessary in
the circumstances. We believe that our audit provides a reasonable basis for our opinion.

A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles. A company’s internal contro!l over financial reporting includes those policies and procedures that (1)
pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the
assets of the company; (2) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial
statements in accordance with generally accepted accounting principles, and that receipts and expenditures of the company are being
made only in accordance with authorizations of management and directors of the company; and (3) provide reasonable assurance
regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s assets that could have a
material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also,
projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of
changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.

In our opinion, Lamar Advertising Company maintained, in all material respects, effective internal control over financial reporting
as of December 31, 2009, based on criteria established in Internal Control — Integrated Framework issued by the Committee of
Sponsoring Organizations of the Treadway Commission.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the
consolidated balance sheets of Lamar Advertising Company and subsidiaries as of December 31, 2009 and 2008, and the related
consolidated statements of operations, stockholders’ equity and comprehensive income (deficit), and cash flows for each of the years
in the three-year period ended December 31, 2009, and the financial statement schedule, and our report dated February 26, 2010
expressed an unqualified opinion on those consolidated financial statements and schedule.

/s/ KPMG LLP
KPMG LLP

Baton Rouge, Louisiana
February 26, 2010
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Stockholders
Lamar Advertising Company:

We have audited the accompanying consolidated balance sheets of Lamar Advertising Company and subsidiaries as of December
31, 2009 and 2008, and the related consolidated statements of operations, stockholders’ equity and comprehensive income (deficit),
and cash flows for each of the years in the three-year period ended December 31, 2009. In connection with our audits of the
consolidated financial statements, we also have audited the financial statement schedule. These consolidated financial statements and
financial statement schedule are the responsibility of the Company’s management. Our responsibility is to express an opinion on these
consolidated financial statements and financial statement schedule based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States).
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are
free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and significant estimates made by management,
as well as evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our
opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position
of Lamar Advertising Company and subsidiaries as of December 31, 2009 and 2008, and the results of their operations and their cash
flows for each of the years in the three-year period ended December 31, 2009, in conformity with U.S. generally accepted accounting
principles. Also in our opinion, the related financial statement schedule, when considered in relation to the basic consolidated financial
statements taken as a whole, presents fairly, in all material respects, the information set forth therein.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States),
Lamar Advertising Company’s internal control over financial reporting as of December 31, 2009, based on criteria established in
Internal Control — Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission
(COSO0), and our report dated February 26, 2010, expressed an unqualified opinion on the effectiveness of the Company’s internal
control over financial reporting.

/s/ KPMG LLP
KPMG LLP

Baton Rouge, Louisiana
February 26, 2010
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LAMAR ADVERTISING COMPANY
AND SUBSIDIARIES
Consolidated Balance Sheets
December 31, 2009 and 2008
(In thousands, except share and per share data)

ASSETS
Current assets:
Cash and cash qUIVAIEILS. ............cooiiiiiiiiiiie ettt
Receivables, net of allowance for doubtful accounts of $9,550 and $10,000 in 2009 and 2008..........
Prepaid EXPEISES ......c.oiiiiiiiiiieiiiiicic etttk sttt n e
Deferred income tax assets (OLE 11) .oo.iviiiiiiiiiiieiire ettt er e
OhEr CUITEIIE ASSEES .....veviieiieeieieetiieeeiete et eet ettt eeteeneeseeseer s et eereeteeseesseneeseeesessseseaneeneensesteessensoseentoseensen

Property, plant and equipment (TIOTE 4) ....c..c.evueiririririeie ettt ettt
Less accumulated depreciation and amortiZation.............oceeceevivieirinreiiiieeeerieee et
Net property, plant and eqUIPIMENL..........c.oeeriiierieririeereee ettt s et s ess e sseseesa s seens

GOOAWIIL (TIOTE 5) <.cenienitiiiiei ettt ettt ettt ettt et et e et sb e s ess b e s s et easas e st essese s ensetesteneerenrans
Intangible assets, NEt (TMOLE 5) .vovverereriirietieiei ettt ettt ettt ettt et et eene e et e e eaeeeseseersensesne e ens
Deferred financing costs net of accumulated amortization of $37,880 and $36,670 at 2009 and 2008,
TESPECEIVELY ..c.eieitiiiit ettt ettt st b b s s b e s b ebe e s e s b ese et s s ssebensete b et eteeae s ereene
OTNET @SSEES ....veeeieeieiietiet ittt ettt ettt et et e et et eae et et e eeeeaeeseessesteessoesetsesesteseeaneeresesene et e e eeeseseseneaeeseeeane

Current liabilities:
Trade acCoUNtS PAYADIE ......coiiiiiiriieteee ettt b ettt ettt eae s
Current maturities of long-term debt (NOtE 8) ...o.vvvieveriuiiiiieiiecec ettt
ACCIUEd EXPENSES (TMO1€ 7) ..vrviereririeeieriieeietietesteeietess et etestessese et eeaeseeteesesseseeesss et sesensesseseseensesaseesesneesne
DEferTed IMCOMIC. ... .eeieieiiieieieete ettt ettt ettt ss st ese s et esseseesstsetseae s et sese st essesensesnesensensesensanss

Long-term debt (IOE 8) ....ccvi ittt oottt e eeans
Deferred income tax liabilities (Ot 11) ..c.ccovieiririiiiiiieeee et
Asset retirement 0bligation (NOE 9) .....co.e.ciririiiniiiiiee ettt
Other HADIHHES ....c.ovveviiiiiieiireite ettt et s ettt et s ettt ee st ese et sees

Stockholders’ equity (note 13):
Series AA preferred stock, par value $.001, $63.80 cumulative dividends, authorized 5,720 shares;
5,720 shares issued and outstanding at 2009 and 2008 ..............ccoveeieeeiierieceeeieeee e
Class A preferred stock, par value $638, $63.80 cumulative dividends, 10,000 shares authorized, 0
shares issued and outstanding at 2009 and 2008..............cooiieeieiiieieieeee e
Class A common stock, par value $.001, 175,000,000 shares authorized, 93,742,080 and
93,339,895 shares issued and 76,796,827 and 76,401,592 outstanding at 2009 and 2008,
TESPECTIVELY ...ttt ettt et b et bbb b s s ese s et et s s bene et eteaenenas
Class B common stock, par value $.001, 37,500,000 shares authorized, 15,172,865 shares issued
and outstanding at 2009 and 2008.............cccceirrriiriiiieeee ettt
Additional paid-In-Capital ..........coeoirieiiriieiri ettt n e
Accumulated comprehensive inCome (AefiCit).......oevvriririeiieieiiierictiiee et
AccUMUIALEd AEFICTE ....oveieeieicie ettt ettt ettt et
Cost of shares held in treasury, 16,945,253 shares and 16,938,303 shares in 2009 and 2008,
TESPECTIVELY .. ceeiiititeieet ettt ettt ettt h ettt s e b as e b e ss et bt a b et s et e e se s ensetetensars
STOCKNOIACTS™ EQUILY ..evveviitirieiicteiceit ettt ettt sa et eb e s e et e e esass s s te s eseese et essereas
Total liabilities and StOCKhOIAETS’ QUILY......ccovvvereririeirieiiiiieierirete ettt

See accompanying notes to consolidated financial statements.
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2009 2008
S 112253 $ 14,139
142,518 155,043
40,588 44377
13,523 8,949
59,054 38475
367.936 260.983
2,828,726 2,900,970
(1,421.815) __ (1.305.937)
1.406,911 1.595.033
1,424,283 1,416,396
670,501 773,764
32,613 24372
41,297 46,477
$ 3943541 $ 4.117.025
$ 10678 $ 15,108
121,282 58,751
95,616 78,089
36,131 30,612
263,707 182,560
2,553,630 2,755,698
116,130 132,072
160,260 160,723
18.016 15354
3,111,743 3,246,407
94 93
15 15
2,361,166 2,347,854
5,248 (1,066)
(651,317) (592,914)
(883.408) (883.364)
831,798 870,618
$ 3943541 $ 4.117.025




LAMAR ADVERTISING COMPANY
AND SUBSIDIARIES
Consolidated Statements of Operations
Years Ended December 31, 2009, 2008 and 2007
(In thousands, except share and per share data)

2009 2008 2007
Net revenues $ 1,056,065 $ 1,198419 § 1,209,555
Operating expenses (IMCOMME): ...c.uririirtriririeriuciiiit it
Direct advertising expenses (exclusive of depreciation and amortization) ........... 397,725 437,660 410,762
General and administrative expenses (exclusive of depreciation and
AMOTEIZALION) ..vveveeriresereiererer et erini e e et 186,733 207,321 210,793
Corporate expenses (exclusive of depreciation and amortization) ...........cc.ceoeee. 42,690 50,300 59,597
Depreciation and amortization (Note 10) .....coveiiiiiiin 336,725 331,654 306,879
Gain on diSpPOSItION OF ASSELS.......ooveririvrieieiei et (5.424) (7.363) (3.914)
958.449 1,019,572 984,117
Operating income 97,616 178,847 225,438
Other expense (income):
Gain on extinguishment of debt..........cooviiieiriiiies (3,320) — —
Gain on disposition of INVESMENt.........cveiiiiiiiiieeecin (1,445) (1,814) (15,448)
TIIECTESt ATICOIIIE ... eeeeeeveeteeeereerreeseeseasseenseeseesesesusesbaaserbs e se e basns e st esteeinesasssunnannt (527) (1,202) (2,598)
TOEETESE EXPEIISE ... vererereverereteeeemeecararsssesesesrsesssss b msses e sa bbb bbbt 197.047 170,352 168,601
191,755 167,336 150,555
(Loss) income before iNCome tax EXPEINISE ...c.ovvwruuiuriniereririiiitssisss s (94,139) 11,511 74,883
Income tax (benefit) expense (NOte 11) ..o.ooiiiiiiioinniei e (36,101) 9.349 33,901
NEt (L0SS) ICOMIE 1.t (58,038) 2,162 40,982
Preferred stock dividends........ovieevieroveeniereteeiieries e a e et 365 365 365
Net (loss) income applicable to commOon StOCK .......occeiiiieiiiciiiii $ (58,403) § 1,797 $ 40,617
(Loss) earnings per share:
Basic (10SS) €arnings Per Share...........coovorriiiiiieees e $ (0.64) § 002 $§ 0.42
Diluted (10SS) €arnings PEr SHATE........coovureuieririeieiiiei s $ (0.64) $ 002 $ 0.42
Cash dividends declared per share of common StOCk .........coiniinnnciins $ — § — $ 325
Weighted average common shares OULSEANAING -t 91,730,109 92,125,660 96,779,009
Incremental common shares from dilutive stock Options..........ccocveveienecenciiiinnne — 181,180 774,898
Incremental common shares from convertible debt ... — — —
Weighted average common shares assuming dilution ... 91,730,109 92,306,840 97,553,907

See accompanying notes to consolidated financial statements.
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Consolidated Statements of Stockholders’ Equity and Comprehensive Income (Deficit)

Balance, December 31, 2006

Non-cash compensation

Exercise of 311,045 shares of stock
options

Issuance of shares of common stock
through employee purchase plan

Dividends to Common Shareholders

Tax Deduction related to options
exercised

Purchase of 6,848,546 shares of treasury
stock

Bifurcation of 2 7/8% convertible notes

Comprehensive income
Foreign currency translation

Change in unrealized loss on hedging
transaction

Net income
Comprehensive income

Dividends (863.80 per preferred share)

Balance, December 31, 2007

Non-cash compensation

Exercise of 246,489 shares of stock
options

Issuance of shares of common stock
through employee purchase plan

Conversion of 200,000 shares of Class B
common stock to Class A common
stock

Tax deduction related to options
exercised

Purchase of 2,629,007 shares of treasury
stock

Comprehensive income (deficit)
Foreign currency translation

Change in unrealized loss on hedging
transaction, net of tax $2,398

Net income
Comprehensive deficit

Dividends ($63.80 per preferred share)

Balance, December 31, 2008

Non-cash compensation

Exercise of 111,843 shares of stock
options

Issuance of shares of common stock
through employee purchase plan

Tax deduction related to options
exercised

Purchase of 6,950 shares of treasury
stock

Payment on 2 7/8% convertible notes

Comprehensive income (deficit)
Foreign currency translation

Change in unrealized loss on hedging
transaction, net of tax $2,398

Net loss
Comprehensive deficit

Dividends ($63.80 per preferred share)

Balance, December 31, 2009

LAMAR ADVERTISING COMPANY
AND SUBSIDIARIES

Years Ended December 31, 2009, 2008 and 2007
(In thousands, except share per share data)

Accumulated
Series AA  Class A Class A Class B Add’l Comprehensive
PREF PREF CMN CMN Treasury Paid in Income Accumulated
Stock Stock Stock Stock Stock Capital (Deficit) Deficit Total

$ — — 92 15 (399,471) 2,250,716 2,253 (317,025) 1,536,580
— — — — 27,488 - — 27,488
— — 1 — — 10,605 — — 10,606
— — — — — 3,603 — — 3,603
— — — —_ — — — (318,303)  (318,303)
— — — — — 6,698 — — 6,698
— — —_ — (390,503) — — —  (390,503)
— — — — — 24,143 - — 24,143
. — — — . — 6,747 — 6,747
i — — — — — (179) — (179)
— — —_ — . — 40,982 40,982
— — — — — — — — 47,550
— — — — — — — (365) (365)

$ e — 93 15 (789,974) 2,323,253 8,821 (594,711) 947,497
— — — — — 9,005 — — 9,005
— — — — — 7,802 — — 7.802
— — — — — 3,379 — — 3,379
— — — — — 4,415 — —_— 4,415
— — — — (93,390) — - —  (93,390)
_ ‘ _ _ — — (6,252) — (6,252)
— — — — — — (3,635) — (3.635)
— — — — — — 2,162 2,162
— — — — — — — — (7,725)
_ . — — — — — (365) (365)

$ — — 93 15 (883,364) 2,347,854 (1,066) (592,914) 870,618
— — — — — 12,462 — — 12,462
— — 1 — — 1,937 — — 1,938
. — — — — 2,902 — — 2,902
— — — — — 25 . = 25
— — -— — (44) . . — (44)
— — — — — (4,014) — — (4,014)
-— — . — — — 2,500 — 2,500
— — — — — — 3,814 — 3,814
— — — — — - (58,038) (58,038)
— — — — - — — — (51,724)
_ — — — — — — (365) (365)

$ — — 94 15 (883,408) 2,361,166 5,248 (651,317) 831,798

See accompanying notes to consolidated financial statements.
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LAMAR ADVERTISING COMPANY
AND SUBSIDIARIES
Consolidated Statements of Cash Flows
Years Ended December 31, 2009, 2008 and 2007

(In thousands)
2009 2008 2007
Cash flows from operating activities:
NEt (10SS) INCOIMIE ...vveeeeieerereieiet et er et s et b bbb e sttt $ (58,038) $ 2,162 $ 40,982
Adjustments to reconcile net (loss) income to net cash provided by operating
activities:
Depreciation and amortiZatiOn .......c.oeeiiieiiiiien e 336,725 331,654 306,879
Non-cash COMPENSAION ......evveverreririereieieiiieie ittt 12,462 9,005 27,488
Amortization included in INterest EXPense ........ccceviverviiriiieriiiinininee e 19,442 16,137 10,741
Gain on disposition of assets and INVESTMENLS ........c.ccoviiiiiiinieiininces (6,869) (9,177) (19,362)
Gain on extinguishment of debt ... (3,320) — —
Deferred income tax (benefit) EXPenses ........cuviccviiiiiiiiieiineeiee e (20,120) 19,938 2,847
Provision for doubtful ACCOUNTS........coovuiriiiieee et 12,663 14,365 7,166
Changes in operating assets and liabilities:
(Increase) decrease in:
RECEIVADIES. ...t viviiveeeereeeeee ettt ettt ettt sttt sresee bbb et st s e (2,083) (11,013) (10,859)
Prepaid EXPEIISES .e.veveeverterieiereieiiitiiei ettt b ettt e 5,959 599 4,159)
OHET ASSEES 1.vveveievieiteisieeiteeitearteebesseaessessreseeeseenseeresbasabesrse st srteeabeetbeaaseesbaesasansesatenns (15,064) (19,243) (14,133)
Increase (decrease) in:
Trade aCCOUNLS PAYADIE ...c.vvrvrerriririiciiieiii e s (4,383) (4,452) 5,367
ACCTUEA EXPEIISES ....vvevivieieneritesesteteateserencossaeassassnsserer st se e sr s sre b ebas b eb e s s r bbb 9,676 2n 2,122
Other THADILIEIES ...vovivi it vttt et sttt sttt sa s b e e be bbb e s sbe e 6,693 (3.434) (610)
Cash flows provided by operating activities ..........ccoceveiiiioieiininninneienenenene 293,743 346,520 354.469
Cash flows from investing activities:
Capital EXPENAITULES .......ovovvrieriricicitte e (38,815)  (198,070)  (220,534)
ACGUISTHONS ..o ettt m bbb (4,457)  (249,951)  (153,593)
Decrease in NOtES TECEIVADIE ...o.vviiiiiiiieieeeeeiee ettt 168 267 9,420
Proceeds from disposition of assets and InVestmeEnts ............oooevernniencicinnnnnne 14.065 10,335 23,626
Cash flows used in investing aCtIVITIES. .....coceevueriiiiiiiiiiiiie e (29,039) (437.419) (341,081)
Cash flows from financing activities:
Net proceeds from issuance of cOMMON StOCK ......covriiiiiininiiiiiiccs 4,840 11,182 14,208
Tax deduction from options €XeTCISEd.........ooiviiriiiiiiiiiiiiie i — 2,156 6,698
Cash used for purchase of treasury shares..........ococcoiiiinee (44) (93,390)  (390,503)
Net payments under credit agreCment ........c.ovieieirriiiririnieseieeeee s (198,701) (29,412)  (107,585)
Payments on CONVEItibIe NOLES ........ooviviriiiiiii (269,087) — —
Dbt 1SSUANCE COSES.....uviviiuriririiererieasresieesereeeeesseeeieeaneeantssatesnsessesersaersessaessssssseseenneans (19,919) (169) (7,760)
Net proceeds from note offerings and new notes payable ... 314,927 140,000 842,887
DAVIAEIIAS oottt ettt ettt ettt b ettt st e (365) (365) __(318.668)
Cash flows (used in) provided by financing activities ........coovrrrineiecinininnenens (168.349) 30,002 39,277
Effect of exchange rate changes in cash and cash equivalents.............ccooiiiinn 1,759 (1.012) 11,587
Net increase (decrease) in cash and cash equivalents...........cooooonini 98,114 (61,909) 64,252
Cash and cash equivalents at beginning of Period .........oeeieeiiiiniiiiiii 14,139 76,048 11,796
Cash and cash equivalents at end of Period ...........oiviiiiiiiiii $ 112253 § 14,139 § 76,048
Supplemental disclosures of cash flow information:
Cash Paid FOT IMEETESE ......cviimiiiiiiiiiii et $ 169,703 $§ 149417 $§ 157,549
Cash paid for state and federal INCOME tAXES ....vuvvrrvevserririieiniiririne e $ 3314 § 3933 $ 34249

See accompanying notes to consolidated financial statements.
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LAMAR ADVERTISING COMPANY
AND SUBSIDIARIES
Notes to Consolidated Financial Statements
(Dollars in thousands, except share and per share data)

(1) Significant Accounting Policies
(a) Nature of Business

Lamar Advertising Company (the Company) is engaged in the outdoor advertising business, operating approximately 150,000
billboard advertising displays in 44 states, Canada and Puerto Rico. The Company’s operating strategy is to be the leading provider of
outdoor advertising services in the markets it serves.

In addition, the Company operates a logo sign business in 21 states throughout the United States and the province of Ontario,
Canada and a transit advertising business in 63 markets. Logo signs are erected pursuant to state-awarded service contracts on public
rights-of-way near highway exits and deliver brand name information on available gas, food, lodging and camping services. Included
in the Company’s logo sign business are tourism signing contracts. The Company provides transit advertising on bus shelters, benches
and buses in the markets it serves.

(b) Principles of Consolidation

The accompanying consolidated financial statements include Lamar Advertising Company, its wholly owned subsidiary, Lamar
Media Corp. (Lamar Media), and its majority-owned subsidiaries. All inter-company transactions and balances have been eliminated
in consolidation.

An operating segment is a component of an enterprise:

that engages in business activities from which it may earn revenues and incur expenses;
whose operating results are regularly reviewed by the enterprise’s chief operating decision maker to make decisions
about resources to be allocated to the segment and assess its performance; and

. for which discrete financial information is available.

We define the term ‘chief operating decision maker’ to be our executive management group, which consist of our Chief Executive
Officer, Chief Operating Officer and Chief Financial Officer. Currently, all operations are reviewed on a consolidated basis for
budget and business plan performance by our executive management group. Additionally, operational performance at the end of each
reporting period is viewed in the aggregate by our management group. Any decisions related to changes in invested capital,
personnel, operational improvement or training, or to allocate other company resources are made based on the combined results.

We operate in a single operating and reporting segment, advertising. We sell advertising on billboards, buses, shelters and benches
and logo plates.

(¢) Property, Plant and Equipment

Property, plant and equipment are stated at cost. Depreciation is calculated using accelerated and straight-line methods over the
estimated useful lives of the assets.

(d) Goodwill and Intangible Assets

Goodwill is subject to an annual impairment test. The Company designated December 31 as the date of its annual goodwill
impairment test. Impairment testing involves various estimates and assumptions, which could vary, and an analysis of relevant market
data and market capitalization. If industry and economic conditions continue to deteriorate, the Company may be required to assess
goodwill impairment before the next annual test, which could result in impairment charges.

The Company is required to identify its reporting units and determine the carrying value of each reporting unit by assigning the
assets and liabilities, including the existing goodwill and intangible assets, to those reporting units. The Company is required to
determine the fair value of each reporting unit and compare it to the carrying amount of the reporting unit. To the extent the carrying
amount of a reporting unit exceeds the fair value of the reporting unit, the Company would be required to perform the second step of
the impairment test, as this is an indication that the reporting unit goodwill may be impaired.
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LAMAR ADVERTISING COMPANY
AND SUBSIDIARIES
Notes to Consolidated Financial Statements
(Dollars in thousands, except share and per share data)

We tested our reporting units for impairment of goodwill during the first quarter of 2009 because the market capitalization of
consolidated Lamar Advertising Company had been below its equity book value for a period of time without recovery, and based on
that review, no impairment charge was required. In addition, the fair value of each reporting unit exceeded its carrying amount at its
annual impairment test dates on December 31, 2009 and December 31, 2008, therefore the Company was not required to recognize an
impairment loss in 2009 or 2008.

Intangible assets, consisting primarily of site locations, customer lists and contracts, and non-competition agreements are
amortized using the straight-line method over the assets estimated useful lives, generally from 3 to 15 years.

(e) Impairment of Long-Lived Assets

Long-lived assets, such as property, plant and equipment, and purchased intangibles subject to amortization, are reviewed for
impairment whenever events or changes in circumstances indicate that the carrying amount of an asset may not be recoverable.
Recoverability of assets to be held and used is measured by a comparison of the carrying amount of an asset to estimated undiscounted
future cash flows expected to be generated by the asset before interest expense. If the carrying amount of an asset exceeds its
estimated future cash flows, an impairment charge is recognized by the amount by which the carrying amount of the asset exceeds the
fair value of the asset. Assets to be disposed of would be separately presented in the balance sheet and reported at the lower of the
carrying amount or fair value less costs to sell, and are no longer depreciated. The assets and liabilities of a disposed group classified
as held for sale would be presented separately in the appropriate asset and liability sections of the balance sheet.

(f) Deferred Income

Deferred income consists principally of advertising revenue invoiced in advance and gains resulting from the sale of certain assets
to related parties. Deferred advertising revenue is recognized in income as services are provided over the term of the contract.
Deferred gains are recognized in income in the consolidated financial statements at the time the assets are sold to an unrelated party or
otherwise disposed of.

(g) Revenue Recognition

The Company recognizes outdoor advertising revenue on an accrual basis ratably over the term of the contracts, as services are
provided. Production revenue and the related expense for the advertising copy are recognized upon completion of the sale.

The Company engages in barter transactions where the Company trades advertising space for goods and services. The Company
recognizes revenues and expenses from barter transactions at fair value, which is determined based on the Company’s own historical
practice of receiving cash for similar advertising space from buyers unrelated to the party in the barter transaction. The amount of
revenue and expense recognized for advertising barter transactions is as follows:

2009 2008 2007
INEE TEVEIIUES «. e eeeeeeseesseesee e e eeeeemeeeaeesone s eesateasassameeesesensaeas st sesssesaseem et emeesbbesaseemeeesassrseanneanbe st beasbesenesas $ 5642 $ 5531 $ 5,369
Direct advertising expenses.................. $ 2,808 $ 299 § 2,820

General and administrative expenses $ 2867 $ 2,643 $ 2,546

(h) Income Taxes

The Company uses the asset and liability method of accounting for income taxes. Under the asset and liability method, deferred tax
assets and liabilities are recognized for the future tax consequences attributable to differences between the financial statement carrying
amounts of existing assets and liabilities and their respective tax bases. Deferred tax assets and liabilities are measured using tax rates
expected to apply to taxable income in the years in which those temporary differences are expected to be recovered or settled. The
effect on deferred tax assets and liabilities of a change in tax rates is recognized in income in the period that includes the enactment

date.
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LAMAR ADVERTISING COMPANY
AND SUBSIDIARIES
Notes to Consolidated Financial Statements
(Dollars in thousands, except share and per share data)

(i) Earnings Per Share

The calculation of basic earnings per share excludes any dilutive effect of stock options and convertible debt, while diluted
earnings per share includes the dilutive effect of stock options and convertible debt. The number of potentially dilutive shares
excluded from the calculation because of their anti-dilutive effect are 2,580,092 for the year ended December 31, 2009, 5,879,893 for
the year ended December 31, 2008 and 5,813,730 for the year ended December 31, 2007.

(i) Stock Based Compensation

Compensation expense for share-based awards is recognized based on the grant date fair value of those awards. Stock-based
compensation expense includes an estimate for pre-vesting forfeitures and is recognized over the requisite service periods of the
awards on a straight-line basis, which is generally commensurate with the vesting term. Non-cash compensation expense recognized
during the years ended December 31, 2009, 2008, and 2007 were $12,462, $9,005 and $27,488. The $12,462 expensed during the
year ended December 31, 2009 consists of (i) $11,293 related to stock options, (i) $911 related to stock grants, made under the
Company’s performance-based stock incentive program in 2008 (iii) $258 related to stock awards to directors. See Note 14 for
information on the assumptions we used to calculate the fair value of stock-based compensation.

(k) Cash and Cash Equivalents
The Company considers all highly-liquid investments with original maturities of three months or less to be cash equivalents.

() Foreign Currency Translation

Local currencies generally are considered the functional currencies outside the United States. Assets and liabilities for operations
in local-currency environments are translated at year-end exchange rates. Income and expense items are translated at average rates of
exchange prevailing during the year. Cumulative translation adjustments are recorded as a component of accumulated other
comprehensive income (loss) in stockholders” equity.

(m) Adjustments to Previously Reported Amounts

Immaterial Correction of an Error. During the third quarter of 2009, the Company identified an error in accounting for lease
escalations, resulting in an immaterial understatement of accrued expenses and direct advertising expense which effected periods
beginnings fiscal 2005 through June 30, 2009. In accordance with Staff Accounting Bulletin (SAB) No. 99, Materiality, and SAB No.
108, Considering the Effects of Prior Year Misstatements when Quantifying Misstatements in Current Year Financial Statements,
management evaluated the materiality of the error from qualitative and quantitative perspectives, and concluded the error was
immaterial to the current and prior periods. The correction of the immaterial error resulted in an understatement of accrued expenses
of $5,682 and $6,016 at December 31, 2008 and 2007, respectively, and an overstatement of net income of $677, and $1,450, for the
years ended December 31, 2008 and 2007, respectively.

Consequently, the Company revised its historical financial statements for fiscal 2007, fiscal 2008 herein, and will revise the
quarters within fiscal 2008 and 2009, when they are published in future filings. The Company recognized the cumulative effect of the
error on periods prior to those that are presented herein and will be presented in future filings by increasing accrued expenses and
accumulated deficit by $3,186 and $1,953, respectively, as of January 1, 2007.

Retrospective Adoption of New Accounting Standards: On July 28, 2009, we filed a Current Report on Form 8-K in which we made
adjustments to our consolidated financial statements and related notes included in our Form 2008 10-K for the year ended December
31, 2008 — the “2008 10-K”, by retrospectively adopting revisions to U.S. GAAP accounting standards for ASC 470, Debt - Debt with
Conversion and Other Options. All periods and amounts presented in the consolidated financial statements and related notes included
in our 2008 10-K have been retrospectively adjusted in accordance with the revised guidance. On adoption of the revisions we
recorded additional interest expense net of income taxes as of December 31, 2007, December 31, 2008, of $3,785 and $6,884
respectively.
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(n) Asset Retirement Obligations

The Company’s required to record the present value of obligations associated with the retirement of tangible long-lived assets in
the period in which it is incurred. The liability is capitalized as part of the related long-lived asset’s carrying amount. Over time,
accretion of the liability is recognized as an operating expense and the capitalized cost is depreciated over the expected useful life of
the related asset. The Company’s asset retirement obligations relate primarily to the dismantlement, removal, site reclamation and
similar activities of its properties.

(o) Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United States of
America requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses
during the reporting period. Actual results could differ from those estimates.

(p) Comprehensive Income

Total comprehensive income and the components of accumulated other comprehensive income (loss) are presented in the
Consolidated Statement of Changes in Stockholders’ Equity and Comprehensive Income. Accumulated other comprehensive income
(loss) is composed of foreign currency translation effects and unrealized gains and losses on cash flow hedging instruments.

(q) Fair Value Hedging — Interest Rate Swaps

The Company utilizes derivatives instruments such as interest rate swaps for purposes of hedging its exposure to changing interest
rates. Derivative instruments subject to the requirements of ASC 815 are measured at fair value and recognized as assets or liabilities
on the balance sheet. Upon entering into a derivative contract, the Company may designate the derivative as either a fair value hedge
or a cash flow hedge, or decide that the contract is not a hedge, and thenceforth mark the contract to market through earnings. The
Company documents the relationship between the derivative instrument designated as a hedge and the hedged items, as well as its
objective for risk management and strategy for use of the hedging instrument to manage the risk. Derivative instruments designated as
fair value or cash flow hedges are linked to specific assets and liabilities or to specific firm commitments or forecasted transactions.
The Company assesses at inception, and on an ongoing basis, whether a derivative instrument used as a hedge is highly effective in
offsetting changes in the fair value or cash flows of the hedged item. A derivative that is not a highly effective hedge does not qualify
for hedge accounting. Changes in the fair value of a qualifying fair value hedge are recorded in earnings along with the gain or loss on
the hedged item. Changes in the fair value of a qualifying cash flow hedge are recorded in other comprehensive income, until earnings
are affected by the cash flows of the hedged item. When the cash flow of the hedged item is recognized in the statement of operations,
the fair value of the associated cash flow hedge is reclassified from other comprehensive income into earnings.

Ineffective portions of a cash flow hedging derivative’s change in fair value are recognized currently in earnings as other income
(expense). If a derivative instrument no longer qualifies as a cash flow hedge, hedge accounting is discontinued and the gain or loss
that was recorded in other comprehensive incomes is recognized currently in income.

The Company entered into two interest rate swap agrecments, one on December 6, 2007 that matured in December 2009, which
converted $100,000 of variable rate debt to 3.89% fixed rate debt and another entered into on December 31, 2007 that matured on
December 31, 2009 which converted $100,000 of variable rate debt to a 3.995% fixed rate debt. The derivatives were designated as
cash flow hedges. The fair market value of these cash flow hedges at December 31, 2009, and December 31, 2008 was $0 and
$(6,212) respectively and is reflected in other liabilities and other comprehensive (deficit) income on the balance sheet.

(r) Subsequent Events

The Company has performed an evaluation of subsequent events through the date on which the financial statements are issued.
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(2) Acquisitions

Year Ended December 31, 2009

During the twelve months ended December 31, 2009, the Company completed several acquisitions of outdoor advertising assets
for a total purchase price of approximately $4,457 in cash.

Each of these acquisitions was accounted for under the purchase method of accounting, and, accordingly, the accompanying
consolidated financial statements include the results of operations of each acquired entity from the date of acquisition. The acquisition
costs have been allocated to assets acquired and liabilities assumed based on preliminary fair market value estimates at the dates of
acquisition. The allocations are pending final determination of the fair value of certain assets and liabilities. The following is a
summary of the preliminary allocation of the acquisition costs in the above transactions.

Total
Property, plant and eqUIPIIENL ............ccuitiiiiiiiieieeese e et e $ 1,066
GOOAWIIL ...ttt ettt et e e e e e e e e 3,288
STEE TOCATIONS ...ttt et e e e e e e e e oo 1,952
CuStOMET LSS ANA COMITACES ...ttt ettt et e e e 159
CUITENE HADIIIEIES ...ttt e ee e (2,008)
S 4457

Total acquired intangible assets for the year ended December 31, 2009 was $5,399, of which $3,288 was assigned to goodwill.
Although goodwill is not amortized for financial statement purposes, substantially all of the $3,288 is expected to be fully deductible
for tax purposes. The remaining $2,111 of acquired intangible assets have a weighted average useful life of approximately 15 years.
The intangible assets include customer lists and contracts of $159 (7 year weighted average useful life) and site locations of $1,952
(15 year weighted average useful life). The aggregate amortization expense related to the 2009 acquisitions for the year ended
December 31, 2009 was approximately $50.

The following unaudited pro forma financial information for the Company gives effect to the 2009 and 2008 acquisitions as if they
had occurred on January 1, 2008. These pro forma results do not purport to be indicative of the results of operations which actually
would have resulted had the acquisitions occurred on such date or to project the Company’s results of operations for any future period.

2009 2608
INELTEVETIUES ...ttt sttt e ee et e e e s e s e e oo § 1,056,300 $ 1,211,024
Net (loss) income applicable t0 COMMON STOCK .............c.o.vmeeieeeeeeeee e e e $ (58,177) § (2,768)
Net (loss) income per common SHAre —— BASIC ........o.ovv.emovieeeeeeeeeee oo $ (0.63) $ (0.03)
Net (loss) income per common share — diluted ..............c.coooovereooeooeee oo $ (0.63) $ (0.03)

Year Ended December 31, 2008

During the twelve months ended December 31, 2008, the Company completed several acquisitions of outdoor advertising assets
for a total purchase price of approximately $249,951 in cash.

Each of these acquisitions was accounted for under the purchase method of accounting, and, accordingly, the accompanying
consolidated financial statements include the results of operations of each acquired entity from the date of acquisition. The acquisition
costs have been allocated to assets acquired and liabilities assumed based on preliminary fair market value estimates at the dates of
acquisition. The allocations are pending final determination of the fair value of certain assets and liabilities. The following is a
summary of the preliminary allocation of the acquisition costs in the above transactions.
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Total
CUTTEIE ASSEES .. nvves e eeeeeeeeessorseeseeesesaseeeaeesaseeeseeaamsereessssesse s st arsesessasaassseaabaesaebaaesaeeastseesaneemstesbaesbseratsssn e s e e s s e aabassanbe s trbene @ aa $ 16,999
Property, plant and SQUIPIMENT ..........o.iiiiiei ettt 98,673
GOOAWILL oo e e oot ee et et e e e ea e eaae s e s e ese e eaeeesseeessas b e e am b e easba e s b b e e e s e et e e e ean b e e eR e e s b eR e e e e e Re b s e et et ettt o e 40,781
SIE@ LOCALIONS. ..o evveeeeereereeeeeeeeeeueeseeeeteeeaeeseeeeessossesesamteeees s e sasesessaseassereabeseasbessesmsaeseebesbnebeeneeeeane e e 67,018
NON-COMPETItION BETEEIIIEIS ......oveviviiriiieietits ettt es ettt h bbbt s 2,792
CUSTOMET 1ISES ANA COMETACES .eeviuviiiiiiiiiieeeeiteeeeeite ettt eebeeeeebee b ereeesaabte e e s tbaareeraassee s et aba s e e e reseebeseabe e s e eabssbsE e e et e e bt e e st ebs s o e 12,354
OHET ASSELS oo e e eeeeeeeeeeeeeseesoreessosseees e eeessesaamsseassseasneeeesbaansaeseaeassbsesamtbnaaeeeeeeeeeses et e eaenen e eena b e s b e s s e e b s e R R g e et e R e et et o e 26,786
CUITENE HADIHTIES <o eveiveieeetiie ettt ettt ettt et e s e s et s bbbt se e e eb et eb et e s b eb e oo e e bbb e b e s b b e s e b e s b e b e n et st s i (7,689)
100G LM HADIIEIES . ...ttt (1.763)
24 1

Total acquired intangible assets for the year ended December 31, 2008 was $122,945, of which $40,781 was assigned to goodwill.
Although goodwill is not amortized for financial statement purposes, substantially all of the $40,781 is expected to be fully deductible
for tax purposes. The remaining $82,164 of acquired intangible assets have a weighted average useful life of approximately 14 years.
The intangible assets include customer lists and contracts of $12,354 (7 year weighted average useful life), site locations of $67,018
(15 year weighted average useful life), and non-competition agreements of $2,792 (6 year weighted average useful life). The
aggregate amortization expense related to the 2008 acquisitions for the year ended December 31, 2008 was approximately $4,592.

The following unaudited pro forma financial information for the Company gives effect to the 2008 and 2007 acquisitions as if they
had occurred on January 1, 2007. These pro forma results do not purport to be indicative of the results of operations which actually
would have resulted had the acquisitions occurred on such date or to project the Company’s results of operations for any future period.

2008 2007
INEE TEVEIIUES . eeeeeeeeeeeereeseseaseaeesteaseessteseenssessesseaseesassessessans e e emeeembeabeeenae e e e e ammeen bt esbesasnaaesasensereeereatarnesans $ 1,213,650 $ 1,253,355
Net (loss) income applicable 0 COMMON SLOCK ......cvuiviviuiiriiiiieiiiiii s $ (1,183) $ 33,446
Net (loss) income per common Share — DASIC .........oooiiriiiiiiii s $ 0.01) $ 0.35
Net (loss) income per common share — diluted ..........ocooiiiiiiinii $ 0.01) $ 0.34

(3) Noncash Financing and Investing Activities

For the years ended December 31, 2009, 2008 and 2007 there were no significant non-cash financing or investing activities.
(4) Property, Plant and Equipment

Major categories of property, plant and equipment at December 31, 2009 and 2008 are as follows:

Estimated Life
(Years) 2009 2008
LLAIIG oottt et e et et b e e et e be et e e seb e et e et e e s e e ae e s e nnaneans $ 298295 $§ 298,923
Building and impProvemeENts .........coecoverrriiieiinieeeee ettt 10 —39 110,294 109,547
AQVErtiSINg SIUCTUTES ....eovvevireiiieiieieierceeintit et 5—15 2,298,975 2,370,472
Automotive and other eqUIPMENT .......c..cceriiiiiioiiiiiii e e 3—7 121,162 122,028

2,828,726 2,900,970
(5) Goodwill and Other Intangible Assets

The following is a summary of intangible assets at December 31, 2009 and December 31, 2008:

Estimated 2009 2008
Life Gross Carrying Accumulated Gross Carrying Accumulated
(Years) Amount Amortization Amount Amortization
Amortizable Intangible Assets:

Customer lists and contracts .......c...ooeeevveecevereeenreneeneecnne. 7-—10 $ 465,634 $§ 429674 § 465126 § 415,753
Non-competition agreements ...........ccoeveeereeererieeenenes 3—15 63,419 59,810 63,407 58,380
Site 10CAtIONS ...ccrvniiriiiie e 15 1,371,968 741,599 1,367,511 649,596
OhET oo 5—15 13,608 13.045 13.608 12,159
$ 1,914,629 $§ 1244128 § 1,909,652 § 1,135,888

Unamortizable Intangible Assets:
GOOAWILL . .eiiir i $ 1,677,918 $ 253,635 $ 1,670,031 $§ 253,635
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The changes in the gross carrying amount of goodwill for the year ended December 31, 2009 are as follows:

Balance as 0f December 31, 2008........coo.iii it oot $ 1,670,031
Goodwill acquired dUriNg the YEAT. ..........cc.iiiiiiiiiiiieie e ee e 3,288
Purchase price adjustments and OthEr ...t 4,599
TIIPAITMENT JOSSES ...ttt e et —
Balance as of December 31, 2000 ...c.ooiii oo e e $ 1,677.918

Amortization expense for the year ended December 31, 2009 was $107,238. The following is a summary of the estimated
amortization expense for future years:

Year ended DecembeEr 31, 2010 ...ouo.iiiiiiiiie oot e et e e $ 104,467
Year ended DecemBEr 31, 2011 .ot e ettt e 101,988
Year ended DecemBDEr 31, 2012 c.uouiiiiuieiie ettt e e 98,746
Year ended December 31, 2013 .ottt et et 96,039
Year ended DecembBer 31, 2014 ....o.oooviiiioiiieeeeeeeeeeeeeeeeee e e e e 82,084
TREICATLET .......cviiiiie ettt es e s e e e s s 187,177
TOMAL ...ttt ettt e es et e et e e s et et e e et et e e et e et et $ 670,501
(6) Leases

The Company is party to various operating leases for production facilities, vehicles and sites upon which advertising structures are
built. The leases expire at various dates, and have varying options to renew and to cancel and may contain escalation provisions. The
following is a summary of minimum annual rental payments required under those operating leases that have original or remaining
lease terms in excess of one year as of December 31, 2009:

20T0 o e et ta e es e s st et s e e s e et e e s et e e s s e ersres $ 149,142
ZOTL et s et e et s et s et oot et e et n e et ee e s e en e e e e $ 126,387
ZOTZ o4t e et s ettt r et s et ettt et ereee e ee e reeae, $ 111,533
ZOL3 ettt eee ettt e e e e ee et s e s e $ 97,564
2004 et bt b ettt e ettt et e st neeeee e ee oo § 85,681
TRETEATTET ...ttt ettt e ettt s e e $ 615,209

Rental expense related to the Company’s operating leases was $213,549, $221,314 and $202,132 for the years ended December
31, 2009, 2008 and 2007, respectively.

(7) Accrued Expenses
The following is a summary of accrued expenses at December 31, 2009 and 2008:

2009 2008
PAYTOIL ...ttt ettt et et et e oo e et et e et ee e er et $ 11,568 § 7437
IIEETEST ...ttt ettt ettt e et ettt e et e et e et e et ee e s et et e e ettt 44,663 36,761
INSUTANCE DENETILS ... cvvvreiiirtieiti ettt ettt et e e e e s e ee s e e e e e e 11,099 10,738
OBET ...ttt ettt ettt et et ee et e e e e et e et r ettt 28,286 23,153
$§ 95616 § 78,089
(8) Long-term Debt
Long-term debt consists of the following at December 31, 2009 and 2008:
2009 2008

Bank Credit AQICOIMENL..........ccveiiiieieieeee ettt ee st e e e e e e e et e et e e e e e s e es e, $ 1,092,763 $ 1,290,625
2 7/8% CONVEITDIE NOLES .......cveuieiriiiecteece ettt ettt e et et e e e e e e e s e e seseseseseseeee e 3,273 265,591
7 1/4% Senior SUbOTAINAted NOES ........c.ocveieviriiieeiieieeieiee ettt e e e et eeeses e e s s oo 386,765 387,278
6 5/8% Senior SUBOTAINAEd NOTES ........c.cooviiieriieeieiet ettt e s e e et ere e 400,000 400,000
6 5/8% Senior Subordinated NOteS — SEITES B ...o.vvviiueeeieeeteee oottt 205,077 203,584
6 5/8% Senior Subordinated NOLES — SEIIES C ....oovvvviviieieieiiirieeeeee et ee e et ee oo e 264,062 262,568
9 3/4% SENIOT INOLES......coeiviiiieeieieete ettt ettt ettt e e et e e e e e ee e e es e s e e oo 318,958 -
Other notes With various rates and tEIIS .........co.ovoveveeeeeeiieeeieeeeeeee st e e 4,014 4,803
2,674,912 2,814,449

LeSS CUITENt MALUITEIES ...e.veviviiesie ettt ettt e et es et e e eseas s et ees e s e e eessens (121,282) (58,751)
Long-term debt, excluding CUrrent Maturities .........o.e.eviveriersieieieceeeceeeteee e eee e s ees e, $ 2,553,630 $ 2.755,698
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Long-term debt matures as follows:

20 L T OO O PP OO U U OO PP PO PRSP $ 121,282
0 8 USSP PRSP TP O ONN $ 199,449
() U OO OSSOSO DO O ST O T OT PO PO PP PRSPPI $ 420,816
() K F SO RO OO TP U OO SO O SO PP O PP TP PIT PP § 434,247
01 ) S OO T OO SO PSP P PP P TP OSSP PSS PNN § 629,022
LALEE YEATS......cvveveritiseetesecesteseeees st sttt e ts s case s a b e s b e s a R $ 870,096

On December 23, 2002, Lamar Media Corp. completed an offering of $260,000 7 1/4% Senior Subordinated Notes due 2013.
These notes are unsecured senior subordinated obligations and will be subordinated to all of Lamar Media’s existing and future senior
debt, rank equally with all of Lamar Media’s existing and future senior subordinated debt and rank senior to any future subordinated
debt of Lamar Media.

On June 12, 2003, Lamar Media Corp. issued $125,000 7 1/4% Senior Subordinated Notes due 2013 as an add on to the $260,000
issued in December 2002. The issue price of the $125,000 7 1/4% Notes was 103.661% of the principal amount of the notes, which
yields an effective rate of 6 5/8%.

On June 16, 2003, the Company issued $287,500 2 7/8% Convertible Notes due 2010. The notes are convertible at the option of
the holder into shares of Lamar Advertising Company Class A common stock at any time before the close of business on the maturity
date, unless previously repurchased, at a conversion rate of 19.4148 shares per $1,000 principal amount of notes, subject to
adjustments in some circumstances.

On August 16, 2005, Lamar Media Corp., issued $400,000 6 5/8% Senior Subordinated Notes due 2015. These notes are
unsecured senior subordinated obligations and will be subordinated to all of Lamar Media’s existing and future senior debt, rank
equally with all of Lamar Media’s existing and future senior subordinated debt and rank senior to all of our existing and any future
subordinated debt of Lamar Media. These notes are redeemable at the company’s option anytime on or after August 15, 2010. The net
proceeds from this issuance were used to reduce borrowings under Lamar Media’s bank credit facility.

On August 17, 2006, Lamar Media Corp. issued $216,000 6 5/8% Senior Subordinated Notes due 2015-Series B. These notes are
unsecured senior subordinated obligations and will be subordinated to all of Lamar Media’s existing and future senior debt, rank
equally with all of Lamar Media’s existing and future senior subordinated debt and rank senior to all of our existing and any future
subordinated debt of Lamar Media. These notes are redeemable at the company’s option anytime on or after August 15, 2010. The net
proceeds from this issuance were used to reduce borrowings under Lamar Media’s bank credit facility and repurchase the Company’s
Class A common stock pursuant to its repurchase plan.

On July 3, 2007, the Company accepted for exchange $287,209 aggregate principal amount of its outstanding 2 7/8% Convertible
Notes due 2010 (the “outstanding notes”), for newly issued 2 7/8% Convertible Notes due 2010—Series B (the “new notes”) and cash
pursuant to an exchange offer commenced on May 31, 2007. The settlement and exchange of new notes and payment of cash for the
outstanding notes was made on July 3, 2007. Approximately 99% of the total outstanding notes were exchanged pursuant to the
exchange offer, with approximately $291 aggregate principal amount of outstanding notes remaining outstanding immediately after
the consummation of the exchange offer and the total debt outstanding unchanged.

The purpose of the exchange offer was to exchange outstanding notes for new notes with certain different terms, including the type
of consideration the Company may use to pay holders who convert their notes. Among their features, the new notes are convertible
into Class A common stock, cash or a combination thereof, at the Company’s option, subject to certain conditions, while the
outstanding notes are convertible solely into Class A common stock.

On October 11, 2007, Lamar Media Corp. issued $275,000 aggregate principal amount of 6 5/8% Senior Subordinated Notes due
2015—Series C. These notes are unsecured senior subordinated obligations and will be subordinated to all of Lamar Media’s existing
and future senior debt, rank equally with all of Lamar Media’s existing and future senior subordinated debt and rank senior to all of
the existing and any future subordinated debt of Lamar Media. These notes are redeemable at the company’s option anytime on or
after August 15, 2010. A portion of the net proceeds from the offering of the Notes was used to repay a portion of the amounts
outstanding under Lamar Media’s revolving bank credit facility.
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On March 23, 2009, the Company commenced a tender offer to purchase for cash any and all of its outstanding 2 7/8% Convertible
Notes due 2010 — Series B. The tender offer expired on April 17, 2009. As a result of the tender offer, the Company accepted for
payment $153,633 in principal amount of notes at a purchase price of 92% of the original principal amount of the notes, plus with
respect to such convertible notes, all accrued and unpaid interest up to, but not including, the payment date of April 20, 2009. Pursuant
to the terms of the tender offer, convertible notes not tendered, or tendered and validly withdrawn, in the tender offer remain
outstanding, and the terms and conditions governing the note, including the covenants and other provisions contained in the indentures
governing the notes, remain unchanged.

On July 14, 2009, the Company completed a tender offer to purchase for cash any and all of its then outstanding 2 7/8%
Convertible Notes due 2010 — Series B. Upon expiration of the tender offer, the Company accepted for payment $120,415 in
principal amount of notes at a purchase price of 97.75% of the original principal amount of the notes, all accrued and unpaid interest
up to, but not including the payment date of July 15, 2009. Pursuant to the terms of the tender offer, convertible notes not tendered, or
tendered and validly withdrawn, in the tender offer remain outstanding, and the terms and conditions governing the notes, including
the covenants and other provisions contained in the indentures governing the notes, remain unchanged.

In addition, on August 18, 2009, the Company accepted for payment $7,050 in principal amount of 2 7/8% Convertible Notes due
2010 — Series B at a purchase price of $7,046, which was 99.9% of the original amount of the notes and on October 6, 2009, the
Company accepted for payment $3,000 in principal amount of 2 7/8% Convertible Notes due 2010-Series B at a purchase price of
$2,992, which was 99.75% of the original amount of the notes. Both of these prepayments were in privately negotiated transactions.
There was $3,402 in principal amount of 2 7/8 % Convertible Notes due 2010 remaining as of December 31, 2009.

On March 27, 2009, Lamar Media completed an institutional private placement of $350,000 in aggregate principal amount
($314,927 gross proceeds) of 9 3/4% Senior Notes due 2014. The institutional private placement resulted in net proceeds to Lamar
Media of approximately $307,489.

The senior notes mature on April 1, 2014 and bear interest at a rate of 9 3/4% per annum, which is payable semi-annually on April
1 and October 1 of each year, beginning October 1, 2009. Interest will be computed on the basis of a 360-day year comprised of
twelve 30-day months. The terms of the senior notes will, among other things, limit Lamar Media’s and its restricted subsidiaries’
ability to (i) incur additional debt and issue preferred stock; (ii) make certain distributions, investments and other restricted payments;
(iii) create certain liens; (iv) enter into transactions with affiliates; (v) have the restricted subsidiaries make payments to Lamar Media;
(vi) merge, consolidate or sell substantially all of Lamar Media’s or the restricted subsidiaries’ assets; and (vii) sell assets. These
covenants are subject to a number of exceptions and qualifications.

Lamar Media may redeem up to 35% of the aggregate principal amount of the senior notes, at any time and from time to time, at a
price equal to 109.75% of the aggregate principal amount so redeemed, plus accrued and unpaid interest thereon (including additional
interest, if any), with the net cash proceeds of certain public equity offerings completed before April 1, 2012. At any time prior to
April 1, 2014, Lamar Media may redeem some or all of the senior notes at a price equal to 100% of the principal amount plus a make-
whole premium. In addition, if the Company or Lamar Media undergoes a change of control, Lamar Media may be required to make
an offer to purchase each holder’s senior notes at a price equal to 101% of the principal amount of the senior notes, plus accrued and
unpaid interest (including additional interest, if any), up to but not including the repurchase date.

The Company’s obligations with respect to its convertible notes are not guaranteed by the Company’s direct or indirect wholly
owned subsidiaries. Certain obligations of the Company’s wholly-owned subsidiary, Lamar Media Corp. are guaranteed by its wholly
owned domestic subsidiaries.

Credit Facility

On September 30, 2005, Lamar Media Corp. replaced its bank credit facility. The new bank facility is comprised of a $400,000
revolving bank credit facility and a $400,000 term facility. The bank credit facility also includes a $500,000 incremental facility,
which permits Lamar Media to request that its lenders enter into a commitment to make additional term loans to it, up to a maximum
aggregate amount of $500,000. On February 8, 2006, Lamar Media entered into a Series A Incremental Term Loan Agreement and
obtained commitments from its lenders for a term loan of $37,000, which was funded on February 27, 2006. The available
uncommitted incremental loan facility was thereby reduced to $463,000.
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On October 5, 2006, Lamar Media entered into a Series B Incremental Term Loan Agreement (the “Series B Incremental Loan
Agreement”) and borrowed an additional $150,000 under the incremental portion of the bank credit facility. In conjunction with the
Series B Incremental Loan Agreement, Lamar Media also entered into an amendment to the bank credit facility to restore the amount
of the incremental loan facility to $500,000 (which under its old terms would have been reduced by the Series B Incremental Loan and
had been reduced by the earlier Series A Incremental Loan described above). The lenders have no obligation to make additional term
loans to Lamar Media under the incremental facility, but may enter into such commitments in their sole discretion.

On December 21, 2006, a wholly owned subsidiary of Lamar Media, Lamar Transit Advertising Canada Ltd., entered into a Series
C Incremental Term Loan Agreement and obtained commitments from its lenders for a term loan of $20,000. The available
uncommitted incremental loan facility was thereby reduced to $480,000.

On January 17, 2007, Lamar Media entered into a Series D Incremental Loan Agreement and obtained commitments from its
lenders for a term loan of $7,000 which was funded on January 17, 2007.

On March 28, 2007, Lamar Media Corp., entered into a Series E Incremental Loan Agreement with its lenders, in the aggregate
amount of $250,000, which was funded on March 28, 2007. The Series E Incremental Loans will mature March 31, 2013. Also, on
March 28, 2007, Lamar Media Corp. entered into a Series F Incremental Loan Agreement in the aggregate amount of $325,000 which
was funded on March 28, 2007. The Series F Incremental Loans will mature on March 31, 2014.

In conjunction with the Series E and F Term loans described above, the Company’s credit agreement dated as of September 30,
2005, was further amended by Amendment No. 3 dated March 28, 2007, to (i) permit the Series E and Series F Incremental Loans to
be borrowed up to an aggregate of $575,000 and restore the amount available for additional incremental loans to $500,000 and (ii)
delete the “Interest Coverage Ratio”, and the “Senior Coverage Ratio” financial covenants and the step-down to 5.75x from 6.0x in the
“Total Debt Ratio” financial covenant.

The remaining quarterly amortizations of the Term facilities are as follows:

Term
IMEATCH 31, 2000 oot e ettt ettt ettt s et ee s eb e st ekt em et e s s e esea e a oA S e s RS R e b s ARk e $ 26,9625
June 30, 2010 — MArch 31, 2011 o.oooiiieiiiee ettt ettt bbbk e $ 30,0875
June 30, 2011 — September 30, 20T L.ttt s $ 33,2125
December 31, 2011 — March 31, 2012 ..ottt a ettt $ 102,287.5
June 30, 2012 — September 30, 2012 ..ot $ 136,662.5
December 31, 2012 — MArch 31, 2013 oottt s $ 44,5625
June 30, 2013 — December 31, 2013 . ..ottt ettt bbb $ 812.5
MALCH 30, 2014 ..ottt ettt et ettt ettt h e ekt h e R R LA ek et $ 309,562.5

On April 2, 2009, Lamar Media Corp. entered into Amendment No. 4 (“Amendment No. 4”) to its existing senior credit facility
dated as of September 30, 2005 (as amended, the “Credit Agreement”) together with its subsidiary guarantors, its subsidiary
borrowers, the Company, and JPMorgan Chase Bank, N.A., as Administrative Agent (“JPMorgan™) to, among other things: (i) reduce
the amount of the revolving credit commitments available thereunder from $400,000 to $200,000; (ii) increase the interest rate
margins for the revolving credit facility and term loans under the Credit Agreement; (iii) make certain changes to the provisions
regarding mandatory prepayments of loans; (iv) amend certain financial covenants; and (v) cause Lamar Media and the subsidiary
guarantors to pledge additional collateral of Lamar Media and its subsidiaries, including certain owned real estate properties, to secure
loans made under the Credit Agreement. Amendment No. 4 and the changes it made to the Credit Agreement were effective as of
April 6, 2009.

Amendment No. 4 also reduced Lamar Media’s incremental loan facility from $500,000 to $300,000. The incremental facility
permits Lamar Media to request that its lenders enter into commitments to make additional term loans, up to a maximum aggregate
amount of $300,000. Lamar Media’s lenders have no obligation to make additional loans out of the $300,000 incremental facility, but
may enter into such commitments at their sole discretion.
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As of December 31, 2009, there was $0 outstanding under the revolving facility. The revolving facility terminates September 30,
2012. Availability of the revolving facility is reduced by the amount of letters of credit outstanding. The company had $11,141
letters of credit outstanding as of December 31, 2009 and $188,859 availability under its revolving facility. Revolving credit loans
may be requested under the revolving credit facility at any time prior to maturity. The loans bear interest, at the Company’s option, at
the LIBOR Rate or JPMorgan Chase Prime Rate plus applicable margins, such margins being set from time to time based on the
Company’s ratio of debt to trailing twelve month EBITDA, as defined in the agreement. The terms of the indenture relating to Lamar
Advertising’s outstanding notes, Lamar Media’s bank credit facility and the indenture relating to Lamar Media’s outstanding notes
restrict, among other things, the ability of Lamar Advertising and Lamar Media to:

. dispose of assets;

. incur or repay debt;

. create liens;

. make investments; and
*  pay dividends.

Lamar Media’s ability to make distributions to Lamar Advertising is also restricted under the terms of these agreements. Under
Lamar Media’s credit facility the Company must maintain specified financial ratios and levels including;

»  fixed charges ratios;
. senior debt ratios; and

. total debt ratios.

Lamar Advertising and Lamar Media were in compliance with all of the terms of all of the indentures and the applicable bank
credit agreement during the periods presented. Although the Company and Lamar Media are currently in compliance with all financial
covenants, the Company’s operating results have been negatively impacted by the current economic downturn and there can be no
assurance that a protracted recession will not further impact the Company’s results and, in turn, its ability to meet these requirements
in the future. If Lamar Media fails to comply with its financial covenants, the lenders under the senior credit facility could accelerate
all of the debt outstanding and could lead to a default under the indentures governing the Company’s and Lamar Media’s outstanding
notes.

(9) Asset Retirement Obligation
The Company’s asset retirement obligation includes the costs associated with the removal of its structures, resurfacing of the land

and retirement cost, if applicable, related to the Company’s outdoor advertising portfolio. The following table reflects information
related to our asset retirement obligations:

Balance at December 31, 2007 .......c.o.oviiiiieieeeeeceeeeeeeeet ettt er e oottt $ 150,046
Additions to asset retirement OBLZAtIONS ..........o.iviveveisitiieie ettt e e s e e, 6,178
ACCTEUON EXPEIISE ......ouvuieiiiveiiiteieetettetet ettt ns et b et se et st s et es e e e e e eee e ee e ee e ee e e e eeseseeese s s e s e e s eees s ees oo 10,177
LAADIIIEIES SEHIEA. .. ..ottt ettt e e e et e e s et e e e (5.678)

Balance at December 31, 2008 ...........voooiiiiieieieeeeeeeeeeeeeee ettt e e et e 160,723
Additions to asset retiremMent ODLIZATIONS ........c.eviveiiiiuriiiiet ettt e e e e e ee e e s e s e e ee e s e ee oo 166
ACCTEHION EXPEIISE . ......ovoiiiicesi ettt et s st sttt e e s s e e s eesesess et et st e eeeees e e ese s s s es s e e e eeesee s 10,276
LAADIIEIES SELIEA ........covuiiiiieiiiiist ettt ettt e e e et s e e e s s e e e s oo ne e (10,905)

Balance at December 31, 200 ........ocvimimiiieieeeiieteeeeeee ettt e $ 160,260

(10) Depreciation and Amortization

The Company includes all categories of depreciation and amortization on a separate line in its Statement of Operations. The
amounts of depreciation and amortization expense excluded from the following operating expenses in its Statement of Operations are:
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Year Ended December 31,
2009 2008 2007
DITECE EXPEIISES ... .veveeeverererererseeseensesescacaiseacasssesesas s s s es s e eE £ $ 318,561 $ 312,028 $ 287,422
General and adminiStrative EXPEIISES ......eeveerieiiiiriiiiriiitiiire it e ettt 6,528 7,325 8,212
COTPOTALE EXPOIISES -..cvvoceevrvererrsessatsisistsessssa e s e st E e s e bbb S8R EE bbb 11,636 12,301 11.245

$ 336,725 § 331,654 $ 306,879

(11) Income Taxes

In January 2007, we adopted Accounting for Uncertainty in Income Taxes which prescribes a recognition threshold and
measurement attribute for financial statement recognition and measurement of a tax position taken or expected to be taken in a tax
return. In addition, it provides guidance on the measurement, derecognition, classification and disclosure of tax positions, as well as
the accounting for related interest and penalties, and is effective for fiscal years beginning after December 15, 2006. We are required
to record the impact of adopting this guidance as an adjustment to the January 1, 2007 beginning balance of retained earnings rather
than our consolidated statement of income.

A reconciliation of the beginning and ending amount of unrecognized tax benefits is as follows:

Balance 0 DECEIMDET 31, 2008 .....ovovivieeeeeeeeieteeeeteseeeeeteeeseteas et st besteese st suebsae s s s s asasa s e e s e s s e e e b s bbb e s e R e e bbbk $ 868
Plus: additions based on tax positions related to the CUITENt YEAT .......c.coviiiiienii 35
Plus: additions for tax POSItONS OF PIIOT YEAIS .......ccviurmiiiiiiiiiiateie ettt 16
Less: reductions made for tax pOSItIONS OF PrIOT YEAIS .....ccuiviiiiiiiirriimieieriiites et —
Y118 13011514 LU UOTR U OO OSSO PO O P OO PEOTO YOS RPTOPOI PP POUPTPTP PSR PSS PSSP —

Balance 0f DecembEr 31, 2009 .. ..o oot et et e et e ettt ees et r e er e e h R e $ 919

Included in the balance of unrecognized benefits as of December 31, 2009, are $919 of tax benefits that, if recognized in future
periods, would impact our effective tax rate.

To the extent penalties and interest would be assessed on any underpayment of income tax, such amounts have been accrued and
included in our accrued current tax liability in our consolidated balance sheets. This is an accounting policy election we made that is a
continuation of our historical policy, and we intend to continue to consistently apply the policy in the future. During 2009, we accrued
$20 in gross interest and penalties.

In addition, we are subject to both income taxes in the United States and in many of the 50 individual states. In addition, the
Company is subject to income taxes in Canada and in the Commonwealth of Puerto Rico. We are open to examination in United
States and in various individual states for tax years ended December 2005 through December 2008. We are also open to examination
for the years ended 2002-2003 resulting from net operating losses generated and available for carry forward from those years.

We do not anticipate a significant change in the balance of unrecognized tax benefits within the next 12 months.

Income tax expense (benefit) for the years ended December 31, 2009, 2008 and 2007, consists of:
Current Deferred Total

Year ended December 31, 2009:
LS. FEACTAL ..o ettt e e e et e ae e aeebeesab e sb e e eeeetesente e s be et e e ne e sheea e a e as e a e at e r e e $ (20,062) $(14,862) $ (34,924)
State ANA LOCAL ..ottt ettt ettt ettt et e e sttt aebe s e et b e e b et 1,960 (2,939) 979)
.......................................................................................................................................... 2,121 (2,319) (198)
$ (15.981) $(20,120) § (36,101)

Year ended December 31, 2008:

TS FEACTAL .o e s et e e e e e e e eat e tseaseabaeeeaasbe e e e baareeeabab s e s e e aenr e e e e e sebeesanessb b s e enrbaeaeees $ (12,845) $ 19,628 § 6,783
SHAE ANA JOCAL ..evvveveeee ettt ettt e e s s e et ese e eaaenabeeeeeeasbsss s aaaseassassnssee e sasrbeeeeeaesaneseeeessesaenanssabsasas 893 2,092 2,985
TFOTEIZIN ¢ttt bbb bR s 1,363 (1,782) (419)

$ (10,589) $ 19,938 § 9,349

Year ended December 31, 2007:

LS. TRACTAL .. oottt e et er e e e e e e e b e b s e ese e st e s bebebe e bt es st s e eebe s saasenseaeena e e a e e ae e b e e nea s $ 21,753 $ 2,240 $ 23,993
SHALE ANA LOCAL . vveeeeeeeie ettt ettt e e e ettt e e et e e sttt e sttt s et ar e et e e e e e e b e s s e a e e 7,148 1,163 8,311
FOTBIEIL 1.vvtvt st b e bbb 2,153 (556) 1,597

§ 31,054 § 2847 § 33901

As of December 31, 2009 and 2008, the company had income taxes refundable of $35,731 and $21,393, respectively, included in
other current assets on the balance sheet.
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Income tax expense attributable to continuing operations for the years ecnded December 31, 2009, 2008 and 2007, differs from the
amounts computed by applying the U.S. federal income tax rate of 35 percent for 2009 and 2008 and 2007, to income before income
taxes as follows:

2009 2008 2007
Computed expected tax (benefit) €XPEnSe ......o.vvvivivivciieiiei e, $(32,948) § 4,029 $ 26,209
Increase (reduction) in income taxes resulting from:
Book expenses not deductible fOr taX PUIPOSES ..........ocooviiveeeereeeeeeeceeeeeeeeeeeeeeeeee oo 816 1,482 1,104
Stock-based COMPENSALION .....o.oueuiiuiiieieieieeiet et ettt oo e oo (3,534) 2,145 880
Amortization of non-deductible GOOAWIll............c..oovoiviiiiieoeeeeeeceeeeeeeeeeeee e 6 25 30
State and local income taxes, net of federal income tax Benefit.........oovoveeveee oo, (636) 1,346 6,174
Undistributed earnings of foreign SubSIAIAries. ...........cccooiiiviriiieieceeeeeeeeeeee e 828 821 465
Net operating 10ss valuation alloWanCe. ...........ocooviiiieiciiiiiiie oo, ©) 594 (772)
Other dIFRreNCeS, NEt......viviiiiiiieeeeee ettt e e e e (624) (1,093) (189)

$(36,101) § 9,349 $ 33901

The tax effects of temporary differences that give rise to significant portions of the deferred tax assets and deferred tax liabilities at
December 31, 2009 and 2008 are presented below:

2009 2008
Current deferred tax assets:
Receivables, principally due to allowance for doubtful aCCOUNLS ..............ocovoveveeveererereeereeeeeeee $ 6,298 $ 6,124
Accrued liabilities not deducted fOr tAX PUIPOSES .........c.eviviviveereeeieieeeeeee e see oo ee e oo ees oo 2,890 2,401
TAX CTEAILS ..ottt 3,912 —
OTRET 1ottt e oot n et et e e 423 424
Net current deferred tax asset $ 13523 % 8,949
2009 2008
Non-current deferred tax liabilities:
Plant and equipment, principally due to differences in depreciation ...............ocooovoeeeeoeeeeeeooeeesn $ (37,676) $ (33,135)
Intangibles, due to differences in amortizable LIVES...........c.c.o.oioiuieieereeeeeeeeeeeeeeeeee e (267,199)  (251,085)
Undistributed earnings of foreign SUBSIAIATIES ...............c.oviveveeeeeeee e et ee oo (2,940) 2,112)
Debt, due to 2 7/8% convertible Notes diSCOUNL..............c.cc.ereevreeeeeeeeeeeeeeeeeesee oo ee oo 41 (8,435)
OTRET, MBL ...ttt r et ee e e e e s st e e see e es s — (134)
Investments in PartnershiPs ...........ccc.coiiiinieeeet e (973) 127)
Net non-current tax HADIILIES ..ot e es s (308.829) _ (295,028)
Non-current deferred tax assets:
Plant and equipment, due to basis differences on acquisitions and costs capitalized for tax purposes..... 19,074 21,107
Investment in affiliates and plant and equipment, due to gains recognized for tax purposes and deferred
for financial rePOrting PUIPOSES........co.vuiieiiuceririieieieeeiete e e e ee ettt seseeee s 933 933
Accrued liabilities not deducted for taX PUIPOSES........covviviveieieieeieeice et 26,438 13,540
Net operating 108s Carry fOrward .............oooeiiieirniieeeeeeeee e 94,140 50,958
Asset Tetirement OBIIZALION. ...........oiiieiteee ettt e 51,857 49,893
TAK CTEOAIES ...ttt ettt et e e st e e e e e 1,516 25,596
INterest rate SWaP AZICEIMICIIE ......c.c.eveveerceieteeieteteeseeeeeties et es oo ee et eeeeee e eeeees s e eseseseseeersasns — 2,403
OBBIET, DIEE ...ttt ettt et e s es e e e s e e e e e et e e e 87 —
Charitable contribution Carry fOrWard ............ocoovoviuiveeivieeieeeee et e e ee oo 333 218
Total Non-current deferred tax aSSES............ocveivvreereeee e eeeeee e e e e 194,378 164,648
Less: valuation allOWanCe............co.oueiieieieniiieenie ettt es s ee e (1.679) (1,692)
Net non-current deferred taX ASSELS .......cvovvieierererieet ettt et eeee e s ser e esesesean 192,699 162,956
Net non-current deferred tax HabilIty ..........cocooioiiiiiiiei e, $ (116,130) § (132,072)

During 2009, we generated $107,713 of U.S. net operating losses. As of December 31, 2009, we had approximately $216,741 of
U.S. net operating loss carry forwards remaining to offset future taxable income. Of this amount, $43,201 is subject to an IRC §382
limitation of $11,793 per year. These carry forwards expire between 2022 through 2029. During 2009, we generated $95,797 of US
alternative minimum tax net operating losses, which will be used to carry back to the 2004, 2005, 2006 and 2007 tax years. In
addition, we have $5,071 of various credits available to offset future U.S. federal income tax.
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As of December 31, 2009 we have approximately $328,832 state net operating losses before valuation allowances. These state net
operating losses are available to reduce future taxable income and expire at various times and amounts. Management has determined
that a valuation allowance related to state net operating loss carry forwards is necessary. The valuation allowance for these deferred
tax assets as of December 31, 2009 and 2008 was $1,679, $1,692, respectively. The net change in the total valuation allowance for
each of the years ended December 31, 2009, 2008, 2007 was a (decrease) increase of $(13), $594 and $(772), respectively.

In assessing the realizability of deferred tax assets, management considers whether it is more likely than not that some portion or
all of the deferred tax assets will not be realized. The ultimate realization of deferred tax assets is dependent upon the generation of
future taxable income in those jurisdictions during the periods in which those temporary differences become deductible. Management
considers the scheduled reversal of deferred tax liabilities (including the impact of available carry back and carry forward periods),
projected future taxable income, and tax-planning strategies in making this assessment. Based on the level of historical federal taxable
income and projections for future federal taxable income over the periods for which the U.S. deferred tax assets are deductible,
management believes that it is more likely than not that we will realize the benefits of these deductible differences, net of the existing
valuation allowances at December 31, 2009. The amount of the deferred tax asset considered realizable, however, could be reduced in
the near term if estimates of future taxable income during the carry forward period are reduced.

We have a deferred tax liability of approximately $2,940 for the undistributed earnings of our foreign operations that arose in 2009
and prior years. We have recognized current year tax expense of approximately $828 for the change in this deferred tax liability. As of
December 31, 2009, the undistributed earnings of these subsidiaries were approximately $8,400.

(12) Related Party Transactions

Affiliates, as used within these statements, are persons or entities that are affiliated with Lamar Advertising Company or its
subsidiaries through common ownership and directorate control.

Prior to 1996, the Company entered into various related party transactions for the purchase and sale of advertising structures
whereby any resulting gains were deferred at that date. As of December 31, 2009 and 2008, the deferred gains related to these
transactions were $933 and are included in deferred income on the balance sheets. No gains related to these transactions have been
realized in the Statement of Operations for the years ended December 31, 2009, 2008 and 2007.

In addition, the Company had receivables from employees of $619 and $142 at December 31, 2009 and 2008, respectively. These
receivables are primarily relocation loans for employees. The Company does not have any receivables from its current executive
officers.

Effective July 1, 1996, the Lamar Texas Limited Partnership, one of the Company’s subsidiaries, and Reilly Consulting Company,
L.L.C., which Kevin P. Reilly, Sr. controls, entered into a consulting agreement which was amended January 1, 2004. This consulting
agreement as amended has a term through December 31, 2008 with automatic renewals for successive one year periods afier that date
unless either party provides written termination to the other. The amended agreement provides for an annual consulting fee of $190 for
the five year period commencing on January 1, 2004 and an annual consulting fee of $150 for any subsequent one year renewal term.
As of December 31, 2009, this consulting agreement was renewed for one additional year at the previously agreed fee of $150 per
year. The agreement also contains a non-disclosure provision and a non-competition restriction which extends for two years beyond
the termination agreement.

The Company also had a lease arrangement with Deanna Enterprises, LLC (formerly Reilly Enterprises, LLC), which Kevin P.
Reilly Sr. controls, for the use of an airplane. The Company paid a monthly fee plus expenses which entitled the Company to 6.67
hours of flight time, with any unused portion carried over into the next month. This agreement was amended in October 2004,
whereby the Company would pay $100 per year for 125 guaranteed flight hours. This agreement was cancelled as of December 31,
2008. Total fees paid under these arrangements for fiscal 2008 and 2007 were approximately $59 and $102, respectively.
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(13) Stockholders’ Equity

On July 16, 1999, the Board of Directors designated 5,720 shares of the 1,000,000 shares of previously undesignated preferred
stock, par value $.001, as Series AA preferred stock. The Class A preferred stock, par value $638, was exchanged for the new Series
AA preferred stock and no shares of Class A preferred stock are currently outstanding. The new Series AA preferred stock and the
Class A preferred stock rank senior to the Class A common stock and Class B common stock with respect to dividends and upon
liquidation. Holders of Series AA preferred stock and Class A preferred stock are entitled to receive, on a pari passu basis, dividends
at the rate of $15.95 per share per quarter when, as and if declared by the Board of Directors. The Series AA preferred stock and the
Class A preferred stock are also entitled to receive, on a pari passu basis, $638 plus a further amount equal to any dividend accrued
and unpaid to the date of distribution before any payments are made or assets distributed to the Class A common stock or Class B
stock upon voluntary or involuntary liquidation, dissolution or winding up of the Company. The liquidation value of the outstanding
Series AA preferred stock at December 31, 2009 was $3,649. The Series AA preferred stock and the Class A preferred stock are
identical, except that the Series AA preferred stock is entitled to one vote per share and the Class A preferred stock is not entitled to
vote.

All of the outstanding shares of common stock are fully paid and nonassessable. In the event of the liquidation or dissolution of the
Company, following any required distribution to the holders of outstanding shares of preferred stock, the holders of common stock are
entitled to share pro rata in any balance of the corporate assets available for distribution to them. The Company may pay dividends if,
when and as declared by the Board of Directors from funds legally available therefore, subject to the restrictions set forth in the
Company’s existing indentures and the bank credit facility. Subject to the preferential rights of the holders of any class of preferred
stock, holders of shares of common stock are entitled to receive such dividends as may be declared by the Company’s Board of
Directors out of funds legally available for such purpose. No dividend may be declared or paid in cash or property on any share of
either class of common stock unless simultaneously the same dividend is declared or paid on each share of the other class of common
stock, provided that, in the event of stock dividends, holders of a specific class of common stock shall be entitled to receive only
additional shares of such class.

The rights of the Class A and Class B common stock are equal in all respects, except holders of Class B common stock have ten
votes per share on all matters in which the holders of common stock are entitled to vote and holders of Class A common stock have
one vote per share on such matters. The Class B common stock will convert automatically into Class A common stock upon the sale or
transfer to persons other than permitted transferees (as defined in the Company’s certificate of incorporation, as amended).

In August 2006, Lamar announced a repurchase plan program of up to $250,000 of the Company’s Class A common stock, which
was completed in July 2007. In February 2007, the Company’s board of directors approved an additional repurchase program of up to
$500,000 of the Company’s Class A common stock, which expired on February 22, 2009. During the twelve months ended, December
31, 2009 and December 31, 2008, the Company purchased 0 and 2,629,007 shares, respectively of its Class A common stock under
this plan for an aggregate purchase price of $0 and $93,390, respectively. These share repurchases were made on the open market or
in privately negotiated transactions. The timing and amount of the shares repurchased were determined by Lamar’s management based
on its evaluation of market conditions and other factors. All repurchased shares are available for future use for general corporate and
other purposes.

The Company’s board of directors declared a special dividend of $3.25 per share of Common Stock. The dividend of $318,303 in
aggregate amount was paid on March 30, 2007 to stockholders of record on March 22, 2007. As of March 22, 2007, Lamar had
82,541,461 shares of Class A Common Stock and 15,397,865 shares of Class B Common Stock outstanding. The Class B Common
Stock is convertible into Class A Common Stock on a one-for-one-basis at the option of its holder.

(14) Stock Compensation Plans

Equity Incentive Plan. Lamar’s 1996 Equity Incentive Plan has reserved 13 million shares of common stock for issuance to
directors and employees, including options granted and common stock reserved for issuance under its performance-based incentive
program. Options granted under the plan expire ten years from the grant date with vesting terms ranging from three to five years
which primarily includes 1) options that vest in one-fifth increments beginning on the grant date and continuing on each of the first
four anniversaries of the grant date and 2) options that cliff-vest on the fifth anniversary of the grant date. All grants are made at fair
market value based on the closing price of our Class A common stock as reported on the NASDAQ Global Select Market.
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We use a Black-Scholes-Merton option pricing model to estimate the fair value of share-based awards. The Black-Scholes-Merton
option pricing model incorporates various highly subjective assumptions, including expected term and expected volatility. We have
reviewed our historical pattern of option exercises and have determined that meaningful differences in option exercise activity existed
among vesting schedules. Therefore, for all stock options granted after January 1, 2006, we have categorized these awards into two
groups of vesting 1) 5-year cliff vest and 2) 4-year graded vest, for valuation purposes. We have determined there were no meaningful
differences in employee activity under our ESPP due to the nature of the plan.

We estimate the expected term of options granted using an implied life derived from the results of a hypothetical mid-point
settlement scenario, which incorporates our historical exercise, expiration and post-vesting employment termination patterns, while
accommodating for partial life cycle effects. We believe these estimates will approximate future behavior.

We estimate the expected volatility of our Class A common stock at the grant date using a blend of 75% historical volatility of our
Class A common stock and 25% implied volatility of publicly traded options with maturities greater than six months on our Class A
common stock as of the option grant date. Our decision to use a blend of historical and implied volatility was based upon the volume
of actively traded options on our common stock and our belief that historical volatility alone may not be completely representative of
future stock price trends.

Our risk-free interest rate assumption is determined using the Federal Reserve nominal rates for U.S. Treasury zero-coupon bonds
with maturities similar to those of the expected term of the award being valued. We assumed an expected dividend yield of zero since
the Company has historically not paid dividends on Class A common stock, except for special dividends in 2007.

We estimate option forfeitures at the time of grant and periodically revise those estimates in subsequent periods if actual
forfeitures differ from those estimates. We record stock-based compensation expense only for those awards expected to vest using an
estimated forfeiture rate based on our historical forfeiture data.

The fair value of each option grant is estimated on the date of grant using the Black-Scholes option-pricing model with the
following weighted-average assumptions used:

Dividend Expected Risk Free Expected

Grant Year Yield Volatility Interest Rate Lives
200D ettt ee e te e ——eeaa ————eaetttttaaa—aeeeeeeaateeeainee e it ehe st s r et e R ra st e brbaaaene 0% 55% 2% 5
200 et e e te e et teaa————eaitattaasanstaeeseeentetetereae e e b esre e s et a e e s bt e e beerbbaaeaas 0% 28% 3% 7
2007 et r ettt eaeteer  ———teaeaaaeaaaa e e e aeaeaeteeneane s aab e s b s e e e e e e e bae e sranraaees 0% 30% 5% 5

Information regarding the 1996 Plan for the year ended December 31, 2009 is as follows:
Weighted Weighted

Average Average
Exercise Contractual

Shares Price Life
Outstanding, beginning Of YEaT........c.ccociiiiiiiiiie s 3,386,746 § 38.12
GEANTEA oot e e ee e ettt e e e e et e s eeset s e s e e asbe e e e aeaseseessbaseaseesbeeesnaeesbae s mteett e snreneanbasesenranaans 2,879,138 17.34
FEXEICISEA. .ot ettt e et e et e et et e eebe s e e eae e e st e s s e e e b embeesb e becaees s e s b e h st s b e r s e a A b e e st b e (111,843) 17.32
CANICELEM ..ottt et e et et e e e e e b e e b e e e e e e ertemn e ne et s e e e e b e R e b e e br st (2.934.702) 37.89

Outstanding, €nd O YEAT......cccoveueiriiiiciiiii s 3,219,339 § 20.47 9.07

EXercisable at 0d OF YOI ......coueuriiireeiceeieece ettt 712,078 $ 24.59 8.23

At December 31, 2009 there was $20,748 of unrecognized compensation cost related to stock options granted which is expected to
be recognized over a weighted-average period of 3.32 years.

On July 2, 2009, we completed a tender offer for 250 eligible participants to exchange some or all of certain outstanding options
(the “Eligible Options”) for new options to be issued under the Company’s 1996 Equity Incentive Plan, as amended. We have
accepted for cancellation Eligible Options to purchase an aggregate of 2,630,474 shares of the Company’s Class A common stock,
representing 86.2% of the total number of shares of Class A common stock underlying all Eligible Options. In exchange for the
Eligible Options surrendered in the Offer, we issued new options to purchase up to an aggregate of 1,030,819 shares of the Company’s
Class A common stock under the 1996 Plan. Each new option has an exercise price per share of $15.67, the ciosing price of the
Company’s Class A common stock on the NASDAQ Global Select Market on July 2, 2009. Eligible Options not tendered for
exchange remain outstanding according to their original terms and are subject to the 1996 Plan. An incremental cost of $1,923 will be

recognized over the 5 year vesting term of the new options using the bifurcation method.
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The exchange of Eligible Options has been accounted for as a modification. In calculating the incremental compensation cost of a
modification, the fair value of the modified award was compared to the fair value of the original award measured immediately before
its terms and conditions were modified. The Company elected to use a binomial lattice model solely to determine the incremental
compensation cost associated with the underwater options because it more appropriately captures exercise and cancellation patterns
needed in the valuation. There were no significant changes in assumptions utilized in the determination of the incremental
compensation cost of the modification.

Shares available for future stock option and restricted share grants to employees and directors under existing plans were 2,603,978
at December 31, 2009. The aggregate intrinsic value of options outstanding as of December 31, 2009 was $38,001, and the aggregate
intrinsic value of options exercisable was $6,418. Total intrinsic value of options exercised was $1,095 for the year ended December
31,2009.

The following table summarizes our non-vested stock option activity for year ended December 31, 2009:
Weighted Average

Grant Date

Shares Fair Value

Non-vested stock options at the beginning of the Period ................ocoveereereeeeeeeeeeeeeeeeeeeeeoeseeee, 1,014,955 $ 17.09
GIANTEA. ...ttt e s e e e s 2,879,138 8.62
VESEEA ..ttt ettt 868,939 11.66
CANCEIEA. ...ttt 539,169 16.79
Non-vested stock options at the end of the PEriod ..............co.cvviviiieereeeeeeeeeeee oo e, 2,485,985 $ 931

Stock Purchase Plan. On May 25, 2000, the stockholders approved the 2000 Employee Stock Purchase Plan whereby 500,000
shares of the Company’s Class A common stock were reserved for issuance under the Plan. Under this plan, eligible employees could
purchase stock at 85% of the fair market value of a share on the offering commencement date or the respective purchase date
whichever was lower. Purchases were limited to ten percent of an employee’s total compensation. The initial offering under the Plan
commenced on April 1, 2000 with a single purchase date on June 30, 2000. Subsequent offerings commenced each year on July 1 with
a termination date of December 31 and purchase dates on September 30 and December 31; and on J anuary | with a termination date
on June 30 and purchase dates on March 31 and June 30. In accordance with the Plan, the number of shares available for issuance
under the plan was increased at the beginning of each fiscal year by the lesser of 500,000 shares or one tenth of 1% of the total of
shares outstanding or a lessor amount determined by the board of directors.

Lamar Advertising’s 2000 Employee Stock Purchase Plan (the “2000 ESPP™) reserved 924,000 shares of common stock for
issuance to employees. The 2000 ESPP was terminated following the issuance of all shares that were subject to the offer that
commenced under the 2000 ESPP on January 1, 2009 and ended June 30, 2009. In 2009, we adopted a new employee stock purchase
plan. Our 2009 Employee Stock Purchase Plan was adopted by our Board of Directors in February 2009 and approved by our
shareholders on May 28, 2009. The terms of the 2009 ESPP are substantially the same as the 2000 ESPP. The following is a summary
of ESPP share activity for the year ended December 31, 2009:

Shares
2000 ESPP Plan Shares available for future purchases, January 1, 2009 238,087
Purchases under 2000 ESPP Plan (149,933)
Share reserved for issuance during 2009 500,000
Shares available as of June 30, 2009 & transferred to the 2009 ESPP Plan 588,154
Purchases under 2009 ESPP plan (107,296)
Total shares available at December 31, 2009 under the 2009 ESPP Plan 480,858

Performance-based compensation. Unrestricted shares of our Class A common stock may be awarded to key officers and
employees under our 1996 Plan based on certain Company performance measures for fiscal 2009. The number of shares to be issued;
if any, will be dependent on the level of achievement of these performance measures as determined by the Company’s Compensation
Committee based on our 2009 results and were issued in the first quarter of 2010. The shares subject to these awards can range from a
minimum of 0% to a maximum of 100% of the target number of shares depending on the level at which the goals are attained. Based
on the Company’s performance measures achieved through December 31, 2009, the Company has accrued $1,169 as compensation
expense related to these agreements.
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(15) Benefit Plans

The Company sponsors a partially self-insured group health insurance program. The Company is obligated to pay all claims under
the program, which are in excess of premiums, up to program limits. The Company is also self-insured with respect to its income
disability benefits and against casualty losses on advertising structures. Amounts for expected losses, including a provision for losses
incurred but not reported, is included in accrued expenses in the accompanying consolidated financial statements. As of December 31,
2009, the Company maintained $9,357 in letters of credit with a bank to meet requirements of the Company’s worker’s compensation
and general liability insurance carrier.

Savings and Profit Sharing Plan

The Company sponsors The Lamar Corporation Savings and Profit Sharing Plan covering eligible employees who have completed
one year of service and are at least 21 years of age. The Company has the option to match 50% of employees’ contributions up to 5%
of eligible compensation. Employees can contribute up to 100% of compensation. Full vesting on the Company’s matched
contributions occurs after three years for contributions made after January 1, 2002. Annually, at the Company’s discretion, an
additional profit sharing contribution may be made on behalf of each eligible employee. For the year ended December 31, 2009, the
Company did not match contributions. The Company matched contributions of $3,237 and $3,124 for the years ended December 31,
2008 and 2007, respectively.

Deferred Compensation Plan

The Company sponsors a Deferred Compensation Plan for the benefit of certain of its board-elected officers who meet specific age
and years of service and other criteria. Officers that have attained the age of 30 and have a minimum of 10 years of to the Company
service and satisfying additional eligibility guidelines are eligible for annual contributions to the Plan generally ranging from $3 to $8,
depending on the employee’s length of service. The Company’s contributions to the Plan are maintained in a rabbi trust and,
accordingly, the assets and liabilities of the Plan are reflected in the balance sheet of the Company in other assets and other liabilities.
Upon termination, death or disability, participating employees are eligible to receive an amount equal to the fair market value of the
assets in the employee’s deferred compensation account. For the years ended December 31, 2009 and 2008, the Company did not
contribute to the Plan. The Company contributed $861 to the Plan during the year ended December 31, 2007.

On December 8, 2005, the Company’s Board of Directors approved an amendment to the Lamar Deferred Compensation Plan in
order to (1) to comply with the requirements of Section 409A of the Internal Revenue Code applicable to deferred compensation and
(2) to reflect changes in the administration of the Plan. The Company’s Board of Directors also approved the adoption of a grantor
trust pursuant to which amounts may be set aside, but remain subject to claims of the Company’s creditors, for payments of liabilities
under the new plan, including amounts contributed under the old plan.

(16) Commitment and Contingencies

The Company is involved in various other claims and legal actions arising in the ordinary course of business. In the opinion of
management, the ultimate disposition of these matters will not have a material adverse effect on the Company’s consolidated financial
position, results of operations, or liquidity.
(17) Summarized Financial Information of Subsidiaries

Separate financial statements of each of the Company’s direct or indirect wholly owned subsidiaries that have guaranteed Lamar
Media’s obligations with respect to its publicly issued notes (collectively, the “Guarantors™) are not included herein because the

Company has no independent assets or operations, the guarantees are full and unconditional and joint and several and the only

subsidiarics that are not a guarantors are in the aggregate minor.

55



LAMAR ADVERTISING COMPANY
AND SUBSIDIARIES
Notes to Consolidated Financial Statements
(Dollars in thousands, except share and per share data)

Lamar Media’s ability to make distributions to Lamar Advertising is restricted under both the terms of the indentures relating to
Lamar Media’s outstanding notes and by the terms of its senior credit facility. As of December 31, 2009 and December 31, 2008,
Lamar Media was permitted under the terms of its outstanding notes (other than the senior notes) to make transfers to Lamar
Advertising in the form of cash dividends, loans or advances in amounts up to $1,156,267 and $970,420, respectively. Under its senior
credit facility, however, if the total holdings debt ratio (as defined in the senior credit facility) is greater than 5.5 to [, or if under the
senior notes Lamar Media’s senior leverage ratio (as defined in the indenture for the senior notes) is greater than or equal to 3.0 to 1,
transfers to Lamar Advertising are subject to additional restrictions. As of December 31, 2009, the total holdings debt ratio was greater
than 5.5 to 1 and, therefore, transfers to Lamar Advertising were restricted to the following: (a) payments to allow Lamar Advertising
to pay dividends on its outstanding Series AA Preferred Stock and (b) payments in respect of “Qualified Holdings Obligations” (as
defined in the senior credit facility), consisting of interest on convertible notes and certain fees, costs and expenses, incurred from time
to time by Lamar Advertising on behalf of Lamar Media and its subsidiaries. As of December 31, 2009, Lamar Media’s senior
leverage ratio was greater than 3.0 to 1 and, therefore, transfers to Lamar Advertising were restricted to a series of baskets specified in
the Indenture, including payments of Lamar Media’s operating expenses in an aggregate amount in any fiscal year not to exceed 5% of
the total operating expenses of Lamar Media and its restricted subsidiaries and other restricted payments not in excess of $500 in any
fiscal year of Lamar Media.

(18) Fair Value of Financial Instruments

At December 31, 2009 and 2008, the Company’s financial instruments included cash and cash equivalents, marketable securities,
accounts receivable, investments, accounts payable, borrowings and derivative contracts. The fair values of cash and cash equivalents,
accounts receivable, accounts payable and short-term borrowings and current portion of long-term debt approximated carrying values
because of the short-term nature of these instruments. Investments and derivative contracts are reported at fair values. Fair values for
investments held at cost are not readily available, but are estimated to approximate fair value. The following table provides fair value
measurement information for liabilities reported in the accompanying Condensed Consolidated Balance Sheet as of December 31,
2009:

As of December 31, 2009
Fair Value Measurements Using:

Quoted Significant
Prices in Other
Active Observable Significant
Carrying Total Fair Markets Inputs Unobservable
Amount Value (Level 1) (Level 2) Inputs (Level 3)
Long-term debt (including current maturities) ..................... $ 2,674912 § 2,730,906 $ 2,730906 $ — § —

Fair Value Measurements and Disclosures (formerly SFAS 157) established a fair value hierarchy that prioritizes the inputs to
valuation techniques used to measure fair value. As presented in the table above, this hierarchy consists of three broad levels. Level 1
inputs on the hierarchy consist of unadjusted quoted prices in active markets for identical assets and liabilities and have the highest
priority. Level 2 inputs are other than quoted prices in active markets included in Level 1, and Level 3 inputs have the lowest priority
and include significant inputs that are generally less observable from objective sources. When available, we measure fair value using
Level 1 inputs because they generally provide the most reliable evidence of fair value. We currently do not use Level 2 or Level 3
inputs to measure fair value.

The following methods and assumptions were used to estimate the fair values of the assets and liabilities in the table above.
Level 1 Fair Value Measurements

Long-term debt — The Fixed Rate Notes and Floating Rate Notes are actively traded in an established market. The fair values of
these debt instruments are based on quotes obtained through financial information services and/or major financial institutions.
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(19) Quarterly Financial Data (Unaudited)

Year 2009 Quarters
March 31 June 30 September 30 December 31
INEE TEVEIIUES «..vveevveinerreetreeeeiriaeetreeessesesseesssaseessssassesseeseneestessaeeaneessssossessssesaann $ 247,248 $§ 274,736 § 271,766 $ 262,315
Net revenues less direct advertising eXpenses .........coovcvvvvrieivninrivenieeneeenes $ 146,267 $ 175292 $ 174136  § 162,645
Net loss applicable t0 commOn StOCK ..........cocciircinniiiicc $ (21,829) $ (11,928) $ (4872) $ (19,774)
Net loss per common Share basic ..........ccocveiiiiiiiiinnnneee e $ 024) $ (013) $ (005 $ (0.22)
Net loss per common share — diluted.......c.cccovvviiiiiiiiie e, $ (024 % (0.13) $ (005 $§ (0.22)
Year 2008 Quarters
March 31 June 30 September 30 December 31
INEE TEVEIIUCS «..vevvevreveieeereeresesesteeereessessessesessessesaessessebessesseneestestasenteseesossenesnesane $ 282,776 $ 323,819 $ 312,516 § 279,308
Net revenues less direct advertiSing eXpenses ..........veereeerereernrrecersiiereireens $ 177,551 $ 213,317 § 198,541 $ 171,350
Net (loss) income applicable to commOn StOCK .......c.ceceviviviieiiieiininiriinieiens $ (3,567) % 12305 $ 1739 § (8,680)
Net (loss) income per common share basic .........ccceccivviiiiiiiiniinine s $ (0.04) $ 013 $ 002 $ (0.09
Net (loss) income per common share — diluted............coocoovvniiiinninins $ (0.04) $ 013 $ 0.02 $ (0.09)

(20) Subsequent Events

On February 12, 2010. the Company paid in full the remaining Series C Incremental Term Loan agreement in the amount of

$17,250 using available cash on hand.
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SCHEDULE 2

Lamar Advertising Company
And Subsidiaries
Valuation and Qualifying Accounts
Years Ended December 31, 2009, 2008 and 2007

(In thousands)
Balance at Charged to Balance at
Beginning Costs and End of
of Period Expenses Deductions Period
Year ended December 31, 2009 Deducted in balance sheet from trade
accounts receivable:
Allowance for doubtful acCoOUNts .............ccooiiiiiiiiiiieic e, $ 10,000 12,663 13,113 § 9,550
Deducted in balance sheet from intangible assets:
Amortization of intangible aSSetS........cc.ovivivieie i, $ 1,389,523 108,292 52§ 1,497,763
Year ended December 31, 2008 Deducted in balance sheet from trade
accounts receivable: $ 6,740 14,365 11,b105  § 10,000
Allowance for doubtful aCCOUNLS ........c..ooviiiiiiiiiiie e,
Deducted in balance sheet from intangible assets: $ 1,282,542 106,981 — $ 1,389,523
Amortization of intangible asSetS...........c.coviviiiviieceiceiie e,
Year ended December 31, 2007 Deducted in balance sheet from trade
accounts receivable: $ 6,400 7,166 6,826 $ 6,740
Allowance for doubtful ACCOUNES .........ccvieviieiciireeeeeeeeeeee e,
Deducted in balance sheet from intangible assets: $ 1,173,293 109,249 — $ 1,282,542

Amortization of intangible assetS..........covveieieeeiiiiieceece e
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Management’s Report on Internal Control Over Financial Reporting

The management of Lamar Media Corp. is responsible for establishing and maintaining adequate internal control over financial
reporting, as such term is defined in Rule 13a-15(f) and 15d-15(f) under the Exchange Act.

Lamar Media’s management assessed the cffectiveness of Lamar Media’s internal control over financial reporting as of December
31, 2009. In making this assessment, management used the criteria set forth by the Committee of Sponsoring Organizations of the
Treadway Commission (COSO) in Internal-Control Integrated Framework. Based on this assessment, Lamar Media’s management has
concluded that, as of December 31, 2009, Lamar Media’s internal control over financial reporting is effective based on those criteria.
The effectiveness of Lamar Media’s internal control over financial reporting as of December 31, 2009 has been audited by KPMG
LLP, an independent registered public accounting firm, as stated in their report, which is included in Item 8 to this Annual Report.
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Stockholders
Lamar Media Corp.:

We have audited Lamar Media Corp.’s internal control over financial reporting as of December 31, 2009, based on criteria
established in Internal Control — Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway
Commission (COSO). Lamar Media Corp.’s management is responsible for maintaining effective internal control over financial
reporting and for its assessment of the effectiveness of internal control over financial reporting, included in the accompanying
Management Report on Internal Control over Financial Reporting. Our responsibility is to express an opinion on the Company’s
internal contro] over financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States).
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether effective internal control
over financial reporting was maintained in all material respects. Our audit included obtaining an understanding of internal control over
financial reporting, assessing the risk that a material weakness exists, and testing and evaluating the design and operating effectiveness
of internal control based on the assessed risk. Our audit also included performing such other procedures as we considered necessary in
the circumstances. We believe that our audit provides a reasonable basis for our opinion.

A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles. A company’s internal control over financial reporting includes those policies and procedures that (1)
pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the
assets of the company; (2) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial
statements in accordance with generally accepted accounting principles, and that receipts and expenditures of the company are being
made only in accordance with authorizations of management and directors of the company; and (3) provide reasonable assurance
regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s assets that could have a
material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also,
projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of
changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.

In our opinion, Lamar Media Corp. maintained, in all material respects, effective internal control over financial reporting as of
December 31, 2009, based on criteria established in Internal Control — Integrated Framework issued by the Committee of
Sponsoring Organizations of the Treadway Commission.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the
consolidated balance sheets of Lamar Media Corp. and subsidiaries as of December 31, 2009 and 2008, and the related consolidated
statements of operations, stockholder’s equity and comprehensive income (deficit), and cash flows for each of the years in the three-
year period ended December 31, 2009, and the financial statement schedule, and our report dated February 26, 2010 expressed an
unqualified opinion on those consolidated financial statements and schedule.

/s/ KPMGLLP
KPMG LLP

Baton Rouge, Louisiana
February 26, 2010
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Report of independent Registered Public Accounting Firm

The Board of Directors and Stockholders
Lamar Media Corp.:

We have audited the accompanying consolidated balance sheets of Lamar Media Corp. and subsidiaries as of December 3 1, 2009
and 2008, and the related consolidated statements of operations, stockholder’s equity and comprehensive income (deficit), and cash
flows for each of the years in the three-year period ended December 31, 2009. In connection with our audits of the consolidated
financial statements, we also have audited the financial statement schedule. These consolidated financial statements and financial
statement schedule are the responsibility of the Company’s management. Our responsibility is to express an opinion on these
consolidated financial statements and financial statement schedule based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States).
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are
free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and significant estimates made by management,
as well as evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our
opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position
of Lamar Media Corp. and subsidiaries as of December 31, 2009 and 2008, and the results of their operations and their cash flows for
each of the years in the three-year period ended December 31, 2009, in conformity with U.S. generally accepted accounting principles.
Also in our opinion, the related financial statement schedule, when considered in relation to the basic consolidated financial statements
taken as a whole, presents fairly, in all material respects, the information set forth therein.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States),
Lamar Media Corp.’s internal control over financial reporting as of December 31, 2009, based on criteria established in nternal
Control — Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO), and
our report dated February 26, 2010, expressed an unqualified opinion on the effectiveness of the Company’s internal control over
financial reporting.

/s/ KPMG LLP
KPMG LLP

Baton Rouge, Louisiana
February 26, 2010
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AND SUBSIDIARIES
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(In thousands, except share and per share data)

2009 2008
ASSETS
Current assets:
Cash and cash EQUIVALENTS. ..........c.oevieurierereeeiceeirci ittt eee st $ 105,306 $ 14,139
Receivables, net of allowance for doubtful accounts of $9,550 and $10,000 in 2009 and 2008.......... 142,518 155,043
Prepaid EXPEIISES - .e.veutiiereiciieiteeetieeie ettt bbbt bbb 40,588 44,377
Deferred inCome tax assets (NOLE 6) .......ccorvrueurrierererieriieireiirieseriseresre st ee et sessss s nessss 13,523 8,948
Other CUITENE ASSELS......coiieurieietiereisreeeiseeseersereateseasesressesseesssesaseabessaabbtesasb e et s enseemeeeuesbeeebesansenasreres 52,251 39,183
TOAL CUITENE ASSELS ...viviiveiveiieeeereereeseeseeeseeseseessaesseebestesseeaererteaanees s aasetaesebersetenteseestoanesitsssaansatenns 354.186 261,690
Property, plant and €qUIPIENL ... s 2,828,726 2,900,970
Less accumulated depreciation and amortization............cccocovciiviiniioiiniirieee s (1,421,815) _ (1,305.937)
Net property, plant and eqUIPIMENT ...........coviiiiiiiiiiii e 1,406,911 1,595,033
GOOAWILL (TIOLE 3Y) o.vviieiiitiicei ettt sttt skt e bs st bbb sa e a st st e et s s 1,414,131 1,406,254
Intangible assets, NEt (NOLE 3} .covovevereriiciiiiiiiiiiii et 669,938 773,140
Deferred financing costs net of accumulated amortization of $28,592 and $22,817 as of 2009 and
2008 TESPECLIVELY ..ottt e e b s n et b st 30,660 18,538
OB ASSEES wevventiiieiiieie e eeee et e e et e ete et e b e e s eteebassee s et esbaseaes e e meesaseabeeeeesnbeeeesantenseaeneensenestnessesabenensens 36,012 43412
TOLAL ASSEES ..eunvvieeirtiitieeieeeeeseeteee st ee et e seeeseseess e seesbeesessesreesmseeseeabe e s sabeeaes st temsnenh e e s enaeeanesaesan s st eneers $ 3911838 $ 4,098,067
LIABILITIES AND STOCKHOLDER’S EQUITY
Current liabilities:
Trade aCCOUNES PAYADIC .....c.vivevieieiiereriieieeet ettt es bbb st b e b bt $ 10,678 $ 15,108
Current maturities of long-term debt (NOTE€ 5) ..c.ovveiriiirireniiiiiririii e 118,009 58,751
AcCTUEd EXPENSES (TMOTE 4) oveiiiieiieiicicrien sttt e e bbb es bbb 84,877 67,351
DEfEITEA INCOIMIE ... .ueiievvitiiectite ettt ettt e et estestestes s e s e aeeeemteesbae b esne e e e e emeasass b e ssaeataneaseasenseaneenbessareas 36,131 30,612
Total CUrTent HADIIIEIES ....ouviiiiiiit ettt re e s ineesre bt e eee e e e s eesee e st smaessneessaesmrsenssaneens 249,695 171,822
Long-term debt (O S5} ..oovririiriiirie ettt s e st 2,553,630 2,777,607
Deferred income tax Habilities (NOTE 6) ....ooveieiviriericiieiiieericci et 148,765 158,657
Asset retirtement ObIIGALION ...c..eeuiuiriiiiiiririeieeieeet i st et e et 160,260 160,723
OthEr HADIITIES . .....vveoeeeeeiie ettt ettt et ee e et et b et e et e st et et e eabee s sbesase b e b e nebesanenean e e e snerans 18,016 15,354
TOtAl HADIIIEIES ...eoiiviieeiecrieeectct ettt ettt et s e s et oo et s e e s esmesas e bt s s a e sraeseesmnesressenis 3.130,366 3,284,163
Stockholder’s equity:
Common stock, $.01 par value, authorized 3,000 shares; 100 shares issued and outstanding at 2009
ANA 2008 et e e e e e e e eh e e e —are e e e e e e e aebab s an s e st e abe e a b e eans — —
Additional paid-In-Capital .........cooiciiriiiiiiiii e e 2,534,783 2,517,481
Accumulated comprehensive income (defiCit)......coccovevneriiiii 5,248 (1,066)
Accumulated AETICIt .........ooiiiiiiiiiieee et e e st (1,758,559) (1,702,511)
SEOCKNOLART™S EQUILY ...vvevirireiittceiiente ettt ettt bbbttt et 781.472 813.904
Total liabilities and stockholder’s EqUILY ........coeeerurerrieiriniiiiiiee et $ 3911,838 $ 4,098,067

See accompanying notes to consolidated financial statements.
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LAMAR MEDIA CORP.
AND SUBSIDIARIES
Consolidated Statements of Operations
Years Ended December 31, 2009, 2008 and 2007
(In thousands)

2009 2008 2007

INEETEVEIUES ...ttt ettt ettt ettt e s bt e s et et as et et et eae e e e $ 1,056,065 $§ 1,198419 $ 1,209,555
Operating expenses (income):
Direct advertising expenses (exclusive of depreciation and amortization) ................... 397,725 437,660 410,762
General and administrative expenses (exclusive of depreciation and amortization) ...... 186,733 207,321 210,793
Corporate expenses (exclusive of depreciation and amortization) ...................ccoevne.e... 42,265 49,398 59,040
Depreciation and amoOTtiZatiOn .............c.ooviiiiiiiiiiereie ettt ee e 336,725 331,654 306,879
Gain on diSpoSItion 0F ASSELS......ecoivviuiieieiiiieieeeeeeeete et (5.424) (7.363) (3.914)
958.024 1,018,670 983,560
OPETALING INCOME ...eevvivieerinrieiecieeiesteeteete ettt e e et et et st e et et e s es e en e e e ee e teeneeas 98,041 179,749 225,995
Other expense (income):
Gain on diSposition Of INVESIMENT........c.ccvviiviiiiieeieeee e (1,445) (1,814) (15,448)
INTEIESE INCOMIC . ...vevveitieiiieietieieet ettt ettt ettt ettt e et e eaeesaeeeeeneeae e (462) (1,202) (2,598)
INTETESt EXPISE. ...ttt ettt et vttt et ee et et eteesreeneeseene e 191,917 157918 161,207
190,010 154,902 143,161
(Loss) income before INCOME taX EXPENSE ...c..vveveeriurereerecriririereeteereeesteseeeeeeeseeressesseseeseeeeens (91,969) 24,847 82,834
Income tax (benefit) XPense (TLOTE 6) ......ceevieeiueieierieieiceete et e (36,146) 14.487 37,283
Net (I0SS) INCOMIC ......cueiieiiiieiiirtereietre ettt a et sa ettt sees s enese e § (558238 10,360 $ 45,551

See accompanying notes to consolidated financial statements.
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Balance, December 31, 20006 ........ccccconvernrerirenniiiiiiiniiinns
Contribution from parent ............cccevvvviivvieveeineiiennn
Comprehensive income:

Foreign currency translations..........ccoceceeviieiniininennn,
Change in unrealized loss of hedging transaction ........
NEt INCOME ..t
Net comprehensive ICome .......ocvvvvioeirinninivieinnnien,
Dividend t0 Parent...........cccvevriicrerinermnininrereneeeseneens

Balance, December 31, 2007 ....ooovivieieeieenicnieneeieeneennens
Contribution from parent ........c.cocveveverreercrrececneininns,
Comprehensive income:

Foreign currency translations...........coccooeeevennceccinnnn
Change in unrealized loss of hedging transaction, net
OFtaX $2,398 oottt
NELINCOME .vieeeieeie ettt
Net comprehensive iINComMe .......c.ocevervieviiieieneeiennns
Dividend to parent..........cceceerivnrieriocnieiciieeiinic e
Balance, December 31, 2008
Contribution from parent ............ccceeveviiecnvviniiniienieneenens
Comprehensive income:
Foreign currency translations ............eceeeeeciiiinennncnns
Change in unrealized loss of hedging transaction, net
OF taX $2,398 ..ot
NEELOSS. ..o
Net comprehensive 108S.......cooieveeeneviniiiciineccn
Dividend to parent..........coceceevveieniiiiiieiniciinciee e
Balance, December 31, 2009

Accumulated
Additional Comprehensive
Common Paid-In Income Accumulated
Stock Capital (Deficit) Deficit Total
— $ 2444485 § 2,253 $  (956,224) § 1,490,514
— 48,395 — — 48,395
— — 6,747 — 6,747
— — (179) — (179)
— — — 45,551 45,551
— — — — 52,119
— — — (708,808) (708.,808)
— $ 2,492,880 $ 8,821 $ (1,619,481) $ 882,220
— 24,601 — -— 24,601
— — (6,252) — (6,252)
— - (3,635) — (3,635)
— — — 10,360 10,360
— — — — 473
— — — (93,390) (93,390)
— $ 2517481 $ (1,066) $ (1,702,511) $§ 813,904
— 17,302 — — 17,302
— — 2,500 — 2,500
— — 3,814 — 3,814
— — — (55,823) (55.823)
— — — — (49,509)
— — — (225) (225)
— $ 2,534,783 $ 5,248 $ (1,758,559) $ 781472

See accompanying notes to consolidated financial statements.
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Years Ended December 31, 2009, 2008 and 2007
(In thousands)

2009 2008 2007
Cash flows from operating activities:
INEt (LOSS) INCOMNC ....eovivii ettt ettt e et e e e e e ees s $ (55823)$ 10,360 $ 45,551
Adjustments to reconcile net income to net cash provided by operating activities:

Depreciation and amortiZAtION ..........ocuoiiiiiiiiiii e e e 336,725 331,654 306,879
NON-CASh COMPENSALION .....ooviiviiiiiiiietit ettt ettt 12,462 9,005 27,488
Amortization included in iNtErest EXPENSE .......ovevivririeriiiriirietee et 14,312 3,703 3,347
Gain on disposition of assets and INVESIMENTS ..............c.ccocviiiiieeiiie e (6,869) 9,177) (19,362)
Deferred income tax expenses (Denefit) ........ococovivviiiiiiiiiiiieceeeeeeeeeee e (20,602) 25,781 5,650
Provision for dOubtIUl ACCOUNTS ...........c.oiiiiiiiiie ettt 12,663 14,365 7,166

Changes in operating assets and liabilities:
(Increase) decrease in:
RECEIVADIES. ......oiviiiiiieiiiiet ettt ettt (2,083) (11,013) (10,859)
Prepaid EXPENSES ...c.coveriirieiiriei ettt et 5,959 599 (4,159)
ONET ASSELS «..evveeieieietieteit ettt ettt ettt ettt et e et e e e et e et e e eae e e eseees (14,628) (17,170) (11,221)
Increase (decrease) in:
Trade accoUNtS PAYADIE ..........cceeviiiiieiieieer ettt 1,508 (4,452) 5,367
ACCTUBH BXPEIISES ..vvvevieeiieietecteeiee ettt et ettt ettt e e ettt e e e e eeeeees 9,677 60 (10,638)
Other LIADIHEIES ...e.vvveveireeeiee ettt (738) (18.824) (19.349)
Cash flows provided by operating actiVities ............coeveveveererrevireeeeeeeceeeees 292.563 334,891 325,860
Cash flows from investing activities:
Capital @XPENAITUIES. ......cieviveeeiiiee ettt ettt ev e eae et eree e e eeres (38,815)  (198,070)  (220,534)
ACGUISTHONS ...ttt ettt ettt ese ettt et ee st e et et e s ees et e ts et saeseae e eneeenones (4,457)  (249,951)  (153,593)
Decrease i NOES TECEIVADIE ...ttt ettt ee e e e 168 267 9,420
Proceeds from disposition of assets and inveStments.................ccocovverivirerieeneeeeeeeee e 14,065 10,335 23.626
Cash flows used in inVeSting ACHIVILIES...........cveciiviiieieee oo eeee e eseeseeeea (29,039) (437.419) (341,081)
Cash flows from financing activities:
Net payments on credit AZIEEMENT . .......c.ccerieuiiueierieeeieeeeet ettt e eeee e e eeeeen e (198,701) (29,412)  (107,585)
Payment 0N IMIITOT THOTE ......evveuiitireeiiiitet ettt ettt st en e e e eraees s eeeeens (287,500) — —
DDt ISSUATICE COSES -.ouviuviiniiriririteieeieetetitete ettt eee et eteere ettt ets et e e e ee e s eeeeeeeeeaeneseeeeenennes (19,919) (168) (7,003)
Net proceeds from note offerings and new notes payable..............coooviveviiieiiiiiiiiceeece, 314,927 140,000 842,887
DiIvIdends t0 PATENt........ccovviiviiieieieietiee ettt et ettt b ettt aeeees (225) (93,390)  (708,808)
Contributions frOm PATENL............ccevivieieirretereec ettt e et 17,302 24,601 48.395
Cash flows (used in) provided by financing activities ...........c.cccoveeriveveveririenns (174.116) 41,631 67.886
Effect of exchange rate changes in cash and cash equivalents................ccccococoovivieoeren, 1,759 (1,012) 11,587
Net increase (decrease) in cash and cash equivalents..............ocoeeeuievecercecienenennne, 91,167 (61,909) 64,252
Cash and cash equivalents at beginning of period ............ccoviviviiviiviiveniiieeceeeeeeeeeee 14,139 76.048 11,796
Cash and cash equivalents at end of Period ............cocveveviieiiiriieieececee e $ 105306 § 14,139 $§ 76,048
Supplemental disclosures of cash flow information:
Cash Paid fOr IMTETEST ........ccooiiririieiirieceteteeet ettt ettt $§ 169703 § 149417 § 157.549
Cash paid for state and federal inCOME tAXES .........ococvevieeivireieeeeeeeeeeeeee e, $ 3314 § 3933 § 34249

See accompanying notes to consolidated financial statements.
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(1) Significant Accounting Policies
(a) Nature of Business

Lamar Media Corp. is a wholly owned subsidiary of Lamar Advertising Company. Lamar Media Corp. is engaged in the outdoor
advertising business operating approximately 150,000 outdoor advertising displays in 44 states. Lamar Media’s operating strategy is to
be the leading provider of outdoor advertising services in the markets it serves.

In addition, Lamar Media operates a logo sign business in 21 states throughout the United States as well as the province of
Ontario, Canada. Logo signs are erected pursuant to state-awarded service contracts on public rights-of-way near highway exits and
deliver brand name information on available gas, food, lodging and camping services. Included in the Company’s logo sign business
are tourism signing contracts. The Company provides transit advertising on bus shelters, benches and buses in the markets it serves.

Certain footnotes are not provided for the accompanying financial statements as the information in notes 2, 4, 6, 9, 10, 13, 14, 15,
16, 17, 18 and 20 and portions of notes 1 and 12 to the consolidated financial statements of Lamar Advertising Company included
clsewhere in this Annual Report are substantially equivalent to that required for the consolidated financial statements of Lamar Media
Corp. Earnings per share data is not provided for the operating results of Lamar Media Corp. as it is a wholly owned subsidiary of
Lamar Advertising Company.
(b) Principles of Consolidation

The accompanying consolidated financial statements include Lamar Media Corp., its wholly owned subsidiaries, The Lamar
Company, LLC, Lamar Central Outdoor, Inc., Lamar Oklahoma Holding Co., Inc., Lamar Advertising Southwest, Inc., Lamar DOA
Tennessee Holdings, Inc., and Interstate Logos, LLC. and their majority-owned subsidiaries. All inter-company transactions and
balances have been eliminated in consolidation.
(2) Non-cash Financing and Investing Activities

For the years ended December 31, 2009, 2008 and 2007 there were no significant non-cash financing or investing activities.

(3) Goodwill and Other Intangible Assets

The following is a summary of intangible assets at December 31, 2009 and December 31, 2008:

Estimated 2009 2008
Life Gross Carrying Accumulated Gross Carrying Accumulated
(Years) Amount Amortization Amount Amortization
Amortizable Intangible Assets:
Customer lists and CONTACTS .....c.eevvierreeiererieereneeeeieeeens 7—10 $ 465634 $§ 429,674 $§ 465,126 § 415753
Non-competition agreement ...........ocovreeereerariereesiereeneens 3—15 63,419 59,810 63,407 58,380
Site 10CAIONS L..vvreevrriecieeriieenreeere e e e e 15 1,371,968 741,599 1,367,511 649,597
(01117 U PP OO OUPPON 5—15 13,063 13,063 13,001 12,175

$ 1,914,084 $ 1,244,146 § 1,909,045 § 1,135,905
Unamortizable Intangible Assets:
GOOAWITL oot $ 1,666,897 $ 252,766 § 1,659,020 § 252,766

The changes in the gross carrying amount of goodwill for the year ended December 31, 2009 are as follows:

Balance as 0f December 31, 2008 .. ....ouioiiirieiee oot eriete st sttt s b e s e $ 1,659,020
Go0AWIl] 2CQUITEA AUIIIE TNE YEAL ...ttt ettt bbb 3,288
Purchase price adjustments And OTHET .........c.ociiiiimiiiiiet e 4,589
TMPAITINENE IOSSES ..ottt —
Balance as 0f December 31, 2000.......co.iiiiiiie ettt ettt ettt s $§ 1,666,897
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(4) Accrued Expenses
The following is a summary of accrued expenses at December 31, 2009 and 2008:

2009 2008

PAYTOLL ... ettt e e $ 11,568 $ 7,437
IIEETESE. ...t 44,663 36,761
OBRET. ..ottt e 28.646 23,153

$ 84877 § 67,351

(5) Long-term Debt

Long-term debt consists of the following at December 31, 2009 and 2008:

2009 2008

7 1/4% Senior SUDOTAINAtEd NOTES. ...........c.ovieieieeeeeceeeeeee e eee et eeee e e e e e e $ 386,765 § 387,278
MIITOT NIOTE £0 PATEIIL .........utivrreieiieiiete ettt ee e es et ee et e e s e s e e s e — 287,500
Bank Credit AGIEEIMENT..........ieiviiiiieie oottt e eeee e et e e e e e e e e oot 1,092,763 1,290,625
6 5/8% Senior SUDOTAINALED INOLES. ..........oveeeeeeeeeeee et etee e eete e e oo e 400,000 400,000
6 5/8% Senior Subordinated NOES — SEIIES B .o.vueeveeeeeoeoeeeeeeeeeeeeeeeeeeeee e e 205,077 203,584
6 5/8% Senior Subordinated NOLES — SEIIES C ....uvveveeeeeeeee oo oo 264,062 262,568
9 3/4% SENIOT NOLES.......vivieritieiieeeeet et et ee et e e s e e e e e e e s et 318,958 —
Other notes With various rates and TEITNS..........o.ovoveueuieeeireeeteeee oo 4,014 4,803

2,671,639 2,836,358
LLeSS CUTTENE MATUIIEIES «.vevvoviveeietieiiiee ettt ettt ee e e e s es s et s e e e e et e e ee e e (118,009) (58,751)
Long-term debt excluding Current MAtUITIES ..............cevivirveeceeeeeeeeeeee oot ee oo $ 2,553,630 $§ 2,777,607

Long-term debt matures as follows:

200 ettt ettt s ettt et e e et e e e e oo $ 118,009
ZOTT ettt ettt s e e e et e e et et et e e $ 199,449
20T2 ottt ettt ettt ee e e e et oo et $ 420,816
2003 et e ettt e et et re et et e et e e e e e e e $ 434,247
2014 oottt et e e r et et et e et et n e e e e e e e e $ 629,022
LALET YEAIS. ..ottt ettt s et e e et e e et e e s et en s $ 870,096

(6) Income Taxes

In January 2007, we adopted Accounting for Uncertainty in Income Taxes (formerly FIN 48). Accounting for Uncertainty in
Income Taxes prescribes a recognition threshold and measurement attribute for financial statement recognition and measurement of a
tax position taken or expected to be taken in a tax return. In addition, it provides guidance on the measurement, derecognition,
classification and disclosure of tax positions, as well as the accounting for related interest and penalties, and is effective for fiscal
years beginning after December 15, 2006. We are required to record the impact of adopting this guidance as an adjustment to the
January 1, 2007 beginning balance of retained earnings rather than our consolidated statement of income.

A reconciliation of the beginning and ending amount of unrecognized tax benefits is as follows:

Balance of DECMDET 31, 2008 .......oiuiiiiiiereteteteeeee oo es e s e a et ee e e s e s e e e e et $ 868
Plus: additions based on tax positions related to the CUITENE YEAT ..............covovveiveiieeeieceie oo e eeeee e ereee e 35
Plus: additions for taX pOSItIONS OFf PIIOT YEATS..........cvoi.iviies oo ee e 16
Less: reductions made for tax poSItions Of PIIOT YEAIS...............ooivivovieeeeee oo, —
SEUICINEIES ... onvi et et ev et s ettt en oo —

Balance of DeCemDEL 31, 2009 .......c.cueiiiiiirieirieieceeeeeeeeee et s e s s e e et et e e et e et 919

68



LAMAR MEDIA CORP.
AND SUBSIDIARIES
Notes to Consolidated Financial Statements
(Dollars in thousands, except share and per share data)

Included in the balance of unrecognized benefits as of December 31, 2009 is $919, benefits that, if recognized in future periods,
would impact our effective tax rate.

To the extent penalties and interest would be assessed on any underpayment of income tax, such amounts have been accrued and
included in our accrued current tax liability in our consolidated balance sheets. This is an accounting policy election we made that is a
continuation of our historical policy and we intend to continue to consistently apply the policy in the future. During 2009, we accrued
$20, in gross interest and penalties.

In addition, we are subject to both income taxes in the United States and in many of the 50 individual states. In addition, the
Company is subject to income taxes in Canada and in the Commonwealth of Puerto Rico. We are open to examination in United
States and in various individual states for tax years ended December 2005 through December 2008. We are also open to examination
for the years ended 2002-2003 resulting from net operating losses generated and available for carry forward from those years.

We do not anticipate a significant change in the balance of unrecognized tax benefits within the next 12 months.

As of December 31, 2009 and December 31, 2008, Lamar Media had income taxes receivable of $36,167 and $22,109 included in
other current assets, respectively.

Income tax expense (benefit) for the years ended December 31, 2009, 2008 and 2007, consists of:

Current Deferred Total
Year ended December 31, 2009:
LS. TEABTAL ...ttt eve et eete e bt b et e b s e e s tesbeeesb e s e e saseeesenaenaas e e sbesaae e $ (19,691) $ (15,292) $ (34,983)
SHAtE ANA LOCAL ...vveeviiiieiie ittt et e e eaeat et e esb e b ess e ess et e e eenr e et st et n e ne e s ab bbb e e 2,026 (2,991) (965)
FOTEIEN ..ttt ettt e b et b etttk ek bbb h s e s e te b e b bt 2.121 (2.319) (198)
$ (15,544) $ (20,602) §$ (36,146)
Year ended December 31, 2008:
LS. FEACTAL ..ottt et ettt e et ettt be et s e e saa e s $ (13,560) $ 25,425 § 11,865
StAte AN TOCAL ... ettt ettt et et e s s ebaas st e e 903 2,138 3,041
FOTEIEI ...oveceeceeee ettt st a bbbt bbbkt s e nea s s b a st 1,363 (1,782) (419)

$ (11,294) $ 25,781 § 14,487

Year ended December 31, 2007:

LRI =74 1= =) IO OO U OO U PP U RO U RO PPRRRP RO PPRO $ 22329 $ 5,056 $ 27,385
SEALE AN LOCAL ...ttt e e e ettt eb e e b e e e e e eaeee et e e et ae s bbb ae e 7,151 1,150 8,301
FOTEIGI ..ottt sttt s bbb e s e s e st e bb e eb et b e b b s e 2,153 (556) 1,597

$ 31,633 $ 5650 § 37,283

Income tax expense attributable to continuing operations for the years ended December 31, 2009, 2008 and 2007, differs from the
amounts computed by applying the U.S. federal income tax rate of 35 percent for 2009 and 2008 and 2007, to income before income
taxes as follows:

2009 2008 2007
Computed eXPECEd TAX EXPENSE ....vvu.ivieireeirerciceeret ettt st es e e es e n e s bt sbe b inses $(32,189) $ 8,096 § 28,992
Increase (reduction) in income taxes resulting from:
Book expenses not deductible for taX PUIPOSES ......c.c.civviciciiiiiiiiiiii e 816 1,482 1,105
Stock-based COMPENSALION ........ceverierreeriirrieiie it ettt sb e (3,534) 2,145 880
Amortization of non-deductible goodwill..........ccccooiiiiiiiiiii s 1 19 24
State and local income taxes, net of federal income tax benefit ........cccooeeiiviiiiiiniiniiniiinn, (628) 1,382 6,168
Undistributed earnings foreign subSidiaries.........c.occovvuiriicniiiiiiiin it 828 821 465
Valuation AllOWATICE. ......vovveiiiiiieiiie ettt ettt ettt sttt seesa et eneeaes e neenee 9) 594 (772)
Other dIffEIrENCES, NE....oiviiie ittt te et ettt etes ettt ettt et et e e b e e ae et e aeere s (1.431) (652) 421

$ (36,146) $ 14,487 § 37,283
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The tax effects of temporary differences that give rise to significant portions of the deferred tax assets and deferred tax liabilities a
December 31, 2009 and 2008 are presented below:

2009 2008
Current deferred tax assets:
Receivables, principally due to allowance for doubtful aCCOUNTS.........coovvivirieviieieee e, $ 6,298 § 6,124
TAX CIOAIES ...ttt e 3912 —
Accrued liabilities not deducted for taX PUIPOSES..........c.veviieiiiiiiiieieieii et 2,890 2,401
OBRET oottt ettt ee e 423 423
Net current deferTed tAX ASSEL.......veiiiiirieriieieteieict ettt ettt es oot $ 13523 § 8,948
Non-current deferred tax liabilities:
Plant and equipment, principally due to differences in depreciation.............ocooceveveveveveveverieeeeeeeernn § (37,676) $ (33,135)
Intangibles, due to differences in amMOrtizable TIVES .........c..voviiiviieiiie et (266,570) (250,574)
Undistributed earnings of foreign subSIAIAIY ........cooioviviiiiiiiiieecec et (2,940) (2,112)
INVeStMENt N PATNETSIID .e.voviotieiiiie ettt ettt ettt et ettt st eee st et e e et e (973) (126)
OTET, ML v ettt ettt ettt et e ettt e e e ee e e e eeeeaees e eseees e e e e e esees e s eeses e s eeen i — (186)
$ (308,159) § (286,133)

Non-current deferred tax assets:
Plant and equipment, due to basis differences on acquisitions and costs capitalized for tax purposes ... 19,074 21,107
Investment in affiliates and plant and equipment, due to gains recognized for tax purposes and

deferred for financial rePOITING PUIPOSES ....vvvevecverieeeeriteeeeeiere ettt ee e 933 933
Accrued liabilities not deducted fOor tax PUIPOSES.........cvoveviiieverieiriet et 26,438 13,540
Net operating 10ss Carry fOrward ..ot ee et 46,063 27,712
Asset retirement OBIIZATION .......coiviiiiiiiitieeieeeee ettt ettt s ettt 51,857 49,893
TAX CTRAIES ...ttt ettt ettt e et ettt et ettt e e ee e es s ee e e et et e e s e es et eneen e e e eenene e 16,288 13,362
Interest rate SWap AZrEEIMEIL .......c.cccciiiitiirieieeee ettt ettt et e et ss e bt e et seeees et et es e s teneee e — 2,403
OT, NL ..ottt ettt et st e e e s e e s e e eae e s e ea et e e e e e et e s e s eer et et eer e 87 —
Charitable contributions carry fOrWard..........cocooueeiiiiiiiniccc e 333 218
TOtal AETETTEA tAX ASSELS ...cviiuiiiiiieei ettt ettt ettt e eee et e oot e e e e e e e e s e s e s e s e s eseen s 161,073 129,168
Less: valuation allOWaNCE ........ccooeiiriieiieeiee ettt ettt ettt (1,679) (1,692)
Total net deferred TAX ASSEES ...c.oviouiiiici ettt ettt e e st n et 159,394 127,476

$ (148,765) $ (158,657)

During 2009, we generated $111,176 of U.S. net operating losses, of which $73,990 will be used to carry back to the 2007 tax
year. As of December 31, 2009, we had approximately $82,059 of U.S. net operating loss carry forwards remaining to offset future
taxable income. Of this amount, $43,201 is subject to an IRC §382 limitation of $11,793 per year. Theses carry forwards expire
between 2022 through 2029. In addition, we have $19,842 of various credits available to offset future U.S. federal income tax.

As of December 31, 2009 we have approximately $307,348 state net operating losses before valuation allowances. These state net
operating losses are available to reduce future taxable income and expire at various times and amounts. Management has determined
that a valuation allowance related to state net operating loss carry forwards is necessary. The valuation allowance for these deferred
tax assets as of December 31, 2009 and 2008 was $1,679 and $1,692, respectively. The net change in the total valuation allowance for
each of the years ended December 31, 2009, 2008, 2007 was a (decrease) increase of $(13), $594 and $(772), respectively.

In assessing the realizability of deferred tax assets, management considers whether it is more likely than not that some portion or
all of the deferred tax assets will not be realized. The ultimate realization of deferred tax assets is dependent upon the generation of
future taxable income in those jurisdictions during the periods in which those temporary differences become deductible. Management
considers the scheduled reversal of deferred tax liabilities (including the impact of available carry back and carry forward periods),
projected future taxable income, and tax-planning strategies in making this assessment. Based on the level of historical federal taxable
income and projections for future federal taxable income over the periods for which the U.S. deferred tax assets are deductible,
management believes that it is more likely than not that we will realize the benefits of these deductible differences, net of the existing
valuation allowances at December 31, 2009. The amount of the deferred tax asset considered realizable, however, could be reduced in
the near term if estimates of future taxable income during the carry forward period are reduced.
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We have a deferred tax liability of approximately $2,940 for the undistributed earnings of our foreign operations that arose in 2008
and prior years. We have recognized current year tax expense of approximately $828 for the change in this deferred tax liability. As of
December 31, 2009, the undistributed earnings of these subsidiaries were approximately $8,400.

(7) Related Party Transactions

Affiliates, as used within these statements, are persons or entities that are affiliated with Lamar Media Corp. or its subsidiaries
through common ownership and directorate control.

On September 30, 2005, Lamar Media Corp. issued a note payable to its parent, Lamar Advertising Company, for $287,500
bearing interest at 2 7/8% due 2010. This note was paid in full as of December 31, 2009.

As of December 31, 2009 and December 31, 2008, there was a receivable (payable) from/to Lamar Advertising Company, its
parent, in the amount of $(7,075) and $2,221, respectively.

Effective December 31, 2009 and December 31, 2008, Lamar Advertising Company contributed $17,302 and $24,601,
respectively, to Lamar Media which resulted in an increase in Lamar Media’s additional paid-in capital.

(8) Quarterly Financial Data (Unaudited)

Year 2009 Quarters

March 31 June 30 September 30 __December 31

INEE TEVEIIUES ... et e e eeeeeeee e e e e e et et teseaeesaesseesaeeeeaseesessabbeesesssearsssaaannssesannen $ 247,248 § 274736 $§ 271,766 $ 262,315
Net revenues less direct advertising eXpenses ........ccvevveeveerevreeiereeeneereeeennes $ 146,267 §$ 175292 $ 174,136 $ 162,645
NEE LOSS o ettt etee et st e et reste et e b eeaeasereetaeareereeseeerae e sntestesnneansneenneees $ (19,355) $ (12,997) $ (4,822) §$ (18,649)

Year 2008 Quarters

_March31 June 30 September 30 December 31

NEL TEVETIUES ...oo.evnteieeiiieeetteiet e eteeeeeeteeteete e seesessessessssesseesssesseesssessessnssesaneeense $ 282,776 $ 323,819 $ 312,516 $ 279,308
Net revenues less direct advertising eXpenses .......oevevreererereniereereenrenreeneenns $ 177,551 § 213,317 $ 198,541 $§ 171,350
Net INCOME (LOSS) .euvivriveieiiieetiiieteteteeieete et eteseses et eesestsee e seesbesbereebeenresnesneaaes $ (1,632) $ 14677 $ 3,819 § (6,504)
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SCHEDULE 2

Lamar Media Corp.
and Subsidiaries
Valuation and Qualifying Accounts
Years Ended December 31, 2009, 2008 and 2007

(In thousands)
Balance at Charged to Balance
Beginning of Costs and at end
Period Expenses Deductions of Period
Year Ended December 31, 2009
Deducted in balance sheet from trade accounts receivable:
Allowance for doubtful aCCOUNLES ........cvviviiieiee ettt e e, $ 10,000 12,663 13,113 § 9,550
Deducted in balance sheet from intangible assets:
Amortization of intangible ASSELS .........ocieriiieiieiiiee e $ 1,388,671 108,293 52 $ 1,496,912
Year Ended December 31, 2008
Deducted in balance sheet from trade accounts receivable:
Allowance for doubtful aCCOURLS ........cvivviiiiiciiiecee et $ 6,740 14,365 11,105  $ 10,000
Deducted in balance sheet from intangible assets:
Amortization of Intangible ASSELS ........cvivuviieiiiieectee et eee e $ 1,281,690 106,981 — $ 1,388,671
Year Ended December 31, 2007
Deducted in balance sheet from trade accounts receivable:
Allowance for dOUDtIUul ACCOUNLES ...vuvivieeeeee et eee e e e e ereseeeons $ 6,400 7,166 6,826 $ 6,740
Deducted in balance sheet from intangible assets:
Amortization of Itangible ASSETS .........ccoeieivereieeieieeiie et $ 1,172,441 109,249 — % 1,281,690
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL
DISCLOSURE

Lamar Advertising Company

None

Lamar Media Corp.

None

ITEM 9A. CONTROLS AND PROCEDURES

Conclusion Regarding the Effectiveness of Disclosure Controls and Procedures.

The Company’s and Lamar Media’s management, with the participation of the principal executive officer and principal financial
officer of the Company and Lamar Media, have evaluated the effectiveness of the design and operation of the Company’s and Lamar
Media’s disclosure controls and procedures, as such term is defined in Rules 13a-15(¢) and 15d-15(e) promulgated under the
Securities Exchange Act of 1934, as amended. Based on this evaluation, the principal executive officer and principal financial officer
of the Company and Lamar Media concluded, as of December 31, 2009, that these disclosure controls and procedures are effective
and designed to ensure that the information required to be disclosed in the Company’s and Lamar Media’s reports filed or submitted
under the Securities Exchange Act of 1934 is recorded, processed, summarized and reported within the requisite time periods.
Management’s Report on Internal Control Over Financial Reporting

Lamar Advertising Company

The Company’s Management Report on Internal Control Over Financial Reporting is set forth on page 31 of this combined Annual
Report and is incorporated herein by reference.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. A control
system, no matter how well designed and operated, can provide only reasonable assurance with respect to financial statement
preparation and presentation. Projections of any evaluation of effectiveness to future periods are subject to the risk that controls may
become inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.

Lamar Media Corp.

Lamar Media’s Management Report on Internal Control Over Financial Reporting is set forth on page 60 of this combined Annual
Report and is incorporated herein by reference.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. A control
system, no matter how well designed and operated, can provide only reasonable assurance with respect to financial statement
preparation and presentation. Projections of any evaluation of effectiveness to future periods are subject to the risk that controls may
become inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.

Changes in Internal Control Over Financial Reporting
There were no changes in the Company’s or Lamar Media’s internal control over financial reporting identified in connection with

the evaluation of the Company’s and Lamar Media’s internal controls performed during the fourth fiscal quarter that has materially
affected, or is reasonably likely to materially affect, the Company’s or Lamar Media’s internal control over financial reporting.
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ITEM OB OTHER INFORMATION

Lamar Advertising Company

None

Lamar Media Corp.

None

PART 111

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERANCE

The information required by this item is incorporated by reference to Lamar Advertising Company’s Proxy Statement for its 2010
Annual Meeting of Stockholders to be filed with the SEC within 120 days after the end of the fiscal year ended December 31, 2009.

We have adopted a Code of Business Conduct and Ethics (the “code of ethics™) that applies to all of our directors, officers and
employees. The code of ethics is filed as an exhibit that is incorporated by reference into this Annual Report. In addition, if we make
any substantive amendments to the code of ethics or grant any wavier, including any implicit wavier, from a provision of the code to
any of our executive officers or directors, we will disclose the nature of such amendment or waiver in a report on Form 8-K.

ITEM 11. EXECUTIVE COMPENSATION

The information required by this item is incorporated by reference to Lamar Advertising Company’s Proxy Statement for its 2010
Annual Meeting of Stockholders to be filed with the SEC within 120 days after the end of the fiscal year ended December 31, 2009.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

The information required by this item is incorporated by reference to Lamar Advertising Company’s Proxy Statement for its 2010
Annual Meeting of Stockholders to be filed with the SEC within 120 days after the end of the fiscal year ended December 31, 2009.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE

The information required by this item is incorporated by reference to Lamar Advertising Company’s Proxy Statement for its 2010
Annual Meeting of Stockholders to be filed with the SEC within 120 days after the end of the fiscal year ended December 31, 2009.

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

The information required by this item is incorporated by reference to Lamar Advertising Company’s Proxy Statement for its 2010
Annual Meeting of Stockholders to be filed with the SEC within 120 days after the end of the fiscal year ended December 31, 2009.
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PART IV
1TEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES
(A) 1. FINANCIAL STATEMENTS
The financial statements are listed under Part IL, Item § of this Annual Report.
2. FINANCIAL STATEMENT SCHEDULES
The financial statement schedules are included under Part I, Item 8 of this Annual Report.
3. EXHIBITS

The exhibits filed as part of this report are listed on the Exhibit Index immediately following the signature page hereto, which
Exhibit Index is incorporated herein by reference.

(B) Exhibits required by Item 601 of Regulation S-K are listed on the Exhibit Index immediately following the signature page
hereto.
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SICNATURES

Pursuant to the requirements of Section 13 or [5(d) of the Securities Exchange Act of 1934, the registrant has duly caused this
report to be signed on its behalf by the undersigned, thereunto duly authorized.

LAMAR ABDVERTISING COMPANY
February 25, 2010 By: /s/Kevin P. Reilly, Jr.

Kevin P. Reilly, Jr.
President and Chief Executive Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons
on behalf of the registrant and in the capacities and on the dates indicated.

Signature Title Date
/s/ Kevin P. Reilly, Jr. President, Chief Executive Officer and Director 2/25/10
Kevin P. Reilly, Jr. (Principal Executive Officer)
/s/ Keith A. Istre Chief Financial Officer (Principal Financial 2/25/10
Keith A. Istre and Accounting Officer)
/s/ Wendell S. Reilly Director 2/25/10
Wendell S. Reilly
/s/ Stephen P. Mumblow Director 2/25/10
Stephen P. Mumblow
/s/ John Maxwell Hamilton Director 2/25/10
John Maxwell Hamilton
/s/ Thomas Reifenheiser Director 2/25/10
Thomas Reifenheiser
/s/ Anna Reilly Director 2/25/10
Anna Reilly
/s/ Edward H. McDermott Director 2/25/10
Edward H. McDermott
/s/ John E. Koerner, III Director 2/25/10

John E. Koerner, 111
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this

report to be signed on its behalf by the undersigned, thereunto duly authorized.
LAMAR MEDIA CORP.

February 25, 2010 By: /s/Kevin P. Reilly, Jr.

Kevin P. Reilly, Jr.
President and Chief Executive Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons

on behalf of the registrant and in the capacities and on the dates indicated.

Signature Title
/s/ Kevin P. Reilly, Jr. Chief Executive Officer and Director
Kevin P. Reilly, Jr. (Principal Executive Officer)
/s/ Sean E. Reilly Chief Operating Officer,
Sean E. Reilly Vice President and Director
/s/ Keith A. Istre Chief Financial and Accounting Officer and Director
Keith A. Istre (Principal Financial and Accounting Officer)
/s/ C. Brent McCoy Executive Vice President of Business Development and Director

C. Brent McCoy
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INDEX TO EXHIBITS

EXHIBIT

NUMBER  DESCRIPTION METHOD OF FILING

2(a) Stock Purchase Agreement by and among Entravision Previously filed as Exhibit 2.1 to the Company’s Current
Communications Corporation, Z-Spanish Media Report on Form 3-K (File No. 0-30242) filed on May 21,
Corporation, Inc., Vista Media Group, Inc. and Lamar 2008 and incorporated herein by reference.

Advertising of Penn, LLC, dated February 28, 2008.

2(b) Amendment to the Stock Purchase Agreement by and Previously filed as Exhibit 2.2 to the Company’s Current
among Entravision Communications Corporation, Z- Report on Form 8-K (File No. 0-30242) filed on May 21,
Spanish Media Corporation, Inc., Vista Media Group, Inc. 2008 and incorporated herein by reference.
and Lamar Advertising of Penn, LLC, dated May 16, 2008.

3(a) Restated Certificate of Incorporation of the Company. Previously filed as Exhibit 3.1 to the Company’s Annual

Report on Form 10-K (File No. 0-30242) filed on February
22,2006 and incorporated herein by reference.

3(b) Amended and Restated Bylaws of the Company. Amended and Restated Bylaws of the Company. Previously
filed as Exhibit 3.1 to the Company’s Current Report on
Form 8-K (File No. 0-30242) filed on August 27, 2007 and
incorporated herein by reference.

3(c) Amended and Restated Certificate of Incorporation of Previously filed as Exhibit 3.2 to the Company’s Quarterly

Lamar Media. Report on Form 10-Q for the period ended March 31, 2007
(File No. 0-30242) filed on May 10, 2007 and incorporated
herein by reference.

3(d) Amended and Restated Bylaws of Lamar Media. Previously filed as Exhibit 3.1 to Lamar Media's Quarterly
Report on Form 10-Q for the period ended September 30,
1999 (File No. 0-12407) filed on November 12, 1999 and
incorporated herein by reference.

4(a) Specimen certificate for the shares of Class A common Previously filed as Exhibit 4.1 to the Company's

stock of the Company. Registration Statement on Form S-1 (File No. 333-05479)
and incorporated herein by reference.

4(b)(1) Indenture, dated as of December 23, 2002 among Lamar Previously filed as Exhibit 4.1 to Lamar Media’s Current
Media, certain subsidiaries of Lamar Media, as guarantors ~ Report on Form 8-K (File No. 0-20833) filed on December
and Wachovia Bank of Delaware, National, as trustee, 27,2002 and incorporated herein by reference.
relating to Lamar Media’s 7 1/4% Notes Due 2013.

4(b)(2) Form of 7 1/4% Notes Due 2013. Previously filed as Exhibit 4.2 to Lamar Media's Current

Report on Form 8-K (File No. 0-20833) filed on December
27, 2002 and incorporated herein by reference.

4(b)(3) Form of 7 1/4% Exchange Note Due 2013. Previously filed as Exhibit 4.29 to Lamar Media’s
Registration Statement on Form S-4 (File No. 333-102634)
filed on January 21, 2003 and incorporated herein by
reference.

4(b)(4) Supplemental Indenture to the Indenture dated as of Previously filed as Exhibit 4.31 to Lamar Media's

December 23, 2002 among Lamar Media, certain of its
subsidiaries and Wachovia Bank of Delaware, National
Association, as Trustee, dated as of June 9, 2003, relating to
Lamar Media’s 7 1/4% Notes Due 2013.
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Registration Statement on Form S-4 (File No. 333-107427)
filed on July 29, 2003 and incorporated herein by reference.



EXHIBIT
NUMBER

DESCRIPTION

METHOD OF FILING

4(b)(5)

4(b)(6)

4(b)(7)

4(®)(®)

4()O)

4(b)(10)

4(c)(D)

4(©)(2)

4(c)3)

Supplemental Indenture to the Indenture dated December
23, 2002 among Lamar Media, certain of its subsidiaries
and Wachovia Bank of Delaware, National Association, as
Trustee, dated as of October 7, 2003, relating to Lamar
Media’s 7 1/4% Notes Due 2013.

Supplemental Indenture to the Indenture dated as of
December 23, 2002 among Lamar Media, Lamar Canadian
Outdoor Company and Wachovia Bank of Delaware,
National Association, as Trustee, dated as of April 5, 2004,
relating to Lamar Media’s 7 1/4% Notes Due 2013.

Supplemental Indenture to the Indenture dated as of
December 23, 2002 among Lamar Media, certain of its
subsidiaries and Wachovia Bank of Delaware, National
Association, as Trustee, dated as of January 19, 2005,
relating to Lamar Media’s 7 1/4% Notes Due 2013.

Supplemental Indenture to the Indenture dated as of
December 23, 2002 among Lamar Media, certain of its
subsidiaries and The Bank of New York Trust Company,
N.A., as Trustee, dated as of February 21, 2008, relating to
Lamar Media’s 7 1/4% Notes Due 2013.

Release of Guaranty under the Indenture dated as of
December 23, 2002 among Lamar Media, certain of its
subsidiaries and Wachovia Bank of Delaware, National
Association, as Trustee, by the Trustee, dated as of
December 30, 2005, relating to Lamar Media’s 7 1/4%
Notes Due 2013.

Supplemental Indenture to the Indenture dates as of
December 23, 2002 among Lamar Media, certain of its
subsidiaries and the Bank of New York Trust Company,
N.A., as trustee, dated as of January 12, 2009, relating to
Lamar Media’s 7 1/4% Notes due 2013.

Indenture, dated as of June 16, 2003 between Lamar Media

and Wachovia Bank of Delaware, National Association, as
Trustee, relating to Lamar Media’s
7 1/4% Notes Due 2013.

First Supplemental Indenture to the Indenture dated as of
June 16, 2003 between Lamar Media and Wachovia Bank
of Delaware, National Association, as Trustee, dated as of
June 16, 2003, relating to the Company’s 2 7/8%
Convertible Notes due 2010.

Form of 2 7/8% Convertible Note due 2010.
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Previously filed as Exhibit 4.1 to Lamar Media's Quarterly
Report on Form 10-Q for the period ended September 30,
2003 (File No. 1-12407) filed on November 5, 2003 and
incorporated herein by reference.

Previously filed as Exhibit 4.1 to the Company’s Quarterly
Report on Form 10-Q for the period ended June 30, 2004
(File No. 0-30242) filed on August 6, 2004 and incorporated
herein by reference.

Previously filed as Exhibit 4.1 to the Company’s Quarterly
Report on Form 10-Q for the period ended March 31, 2005
(File No. 0-30242) filed on May 6, 2005 and incorporated
herein by reference.

Previously filed as Exhibit 4(e)(8) to Lamar Media’s
Registration Statement on Form S-4 (File No. 333-161261)
filed on August 11, 2009 and incorporated herein by
reference.

Previously filed as Exhibit 4.19 to Lamar Media’s Annual
Report on Form 10-K for the fiscal year ended December

31, 2005 (File No. 1-12407) filed on March 15, 2006 and

incorporated herein by reference.

Filed herewith.

Previously filed as Exhibit 4.4 to Lamar Media's Quarterly
Report on Form 10-Q for the period ended June 30, 2003
(File No. 1-12407) filed on August 13, 2003 and
incorporated herein by reference.

Previously filed as Exhibit 4.5 to Lamar Media's Quarterly
Report on Form 10-Q for the period ended June 30, 2003
(File No. 1-12407) filed on August 13, 2003 and
incorporated herein by reference.

Previously filed as an exhibit to the First Supplemental
Indenture, dated as of June 16, 2003, between Lamar Media
and Wachovia Bank of Delaware, National Association,
which was previously filed as Exhibit 4.5 to Lamar Media’s
Quarterly Report on Form 10-Q for the period ended June
30, 2003 (File No. 1-12407) filed on August 13,2003 and
incorporated herein by reference.



EXHIBIT

NUMBER  DESCRIPTION METHOD OF FILING

4(c)(4) Second Supplemental Indenture, dated as of July 3, 2007,  Previously filed as Exhibit 4.1 to the Company’s Current
between the Company and The Bank of New York Trust Report on Form 8-K (File No. 0-30242) filed on July 9,
Company, N.A., as Trustee, relating to the Company’s 2 2007 and incorporated herein by reference.

7/8% Convertible Notes due 201 0.

4(c)(5) Form of 2 7/8% Convertible Note due 2010. Previously filed as an exhibit to the Second Supplemental
Indenture, dated as of July 3, 2007 between the Company
and The Bank of New York Trust Company, N.A., which
was previously filed as Exhibit 4.1 to the Company’s
Current Report on Form 8-K (File No. 0-30242) filed on
July 9, 2007 and incorporated herein by reference.

4(d)(1) Indenture, dated as of August 16, 2005, among Lamar Previously filed as Exhibit 4.1 to the Company’s Current

Media, the guarantors named therein and The Bank of New Report on Form 8-K (File No. 0-30242) filed on August 18,
York Trust Company, N.A., as Trustee, relating to Lamar 2005 and incorporated herein by reference.
Media’s 6 5/8% Senior Subordinated Notes due 2015.

4(d)(2) Form of 6 5/8% Senior Subordinated Exchange Notes due  Previously filed as Exhibit 4.1 to the Company’s Current
2015. Report on Form 8-K (1-12407) filed on August 18, 2005 and

incorporated herein by reference.

4(d)(3) First Supplemental Indenture to the Indenture dated as of ~ Previously filed as Exhibit 99.2 to the Company’s Current
August 16, 2005 among Lamar Media, the guarantors Report on Form 8-K (File No. 0-30242) filed on December
named therein and The Bank of New York Trust Company, 14, 2006 and incorporated herein by reference.

N.A., as Trustee, dated as of December 11, 2006, relating to
Lamar Media’s 6 5/8% Senior Subordinated Notes due
2015.

4(d)4) Release of Guaranty under the Indenture dated as of August Previously filed as Exhibit 4.20 to Lamar Media’s Annual
16, 2005 among Lamar Media, the guarantors named Report on Form 10-K for the fiscal year ended December
therein and The Bank of New York Trust Company, N.A., 31, 2005 (File No. 1-12407) filed on March 15, 2006 and
as Trustee, by the Trustee, dated as of December 30, 2005, incorporated herein by reference.
relating to Lamar Media’s 6 5/8% Senior Subordinated
Notes due 2015.

4(d)(5) Supplemental Indenture to the Indenture dated as of August Previously filed as Exhibit 4(g)(5) to Lamar Media’s
16, 2005 among Lamar Media, the guarantors named Registration Statement on Form S-4 (File No. 333-161261)
therein and The Bank of New York Trust Company, N.A., filed on August 11, 2009 and incorporated herein by
as Trustee, dated as of February 21, 2008, relating to Lamar reference.

Media’s 6 5/8% Senior Subordinated Notes due 2015.

4(d)(6) Sugplemental Indenture to the Indenture dated as of August Filed herewith.
16", 2005 among Lamar Media, the guarantors named
therein and the Bank of New York Trust Company, N.A., as
trustee, dated as of January 12, 2009, relating to Lamar
Media’s 6 5/8% Senior Subordinated Notes due 2015 —

Series B.

4(e)(1) Indenture, dated as of August 17, 2006, among Lamar Previously filed as Exhibit 4.1 to the Company’s Current
Media, the guarantors named therein and The Bank of New Report on Form 8-K (File No. 0-30242) filed on August 18,
York Trust Company, N.A., as Trustee, relating to Lamar 2006 and incorporated herein by reference.

Media’s 6 5/8% Senior Subordinated Notes due 2015 —
Series B.
4(e)(2) Form of 6 5/8% Senior Subordinated Exchange Notes due  Previously filed as Exhibit 4.1 to the Company’s Current

2015 — Series B.
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Report on Form 8-K (File No. 0-30242) filed on August 18,
2006 and incorporated herein by reference.
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NUMBER  DESCRIPTION METHOD OF FILING

4(e)(3) Supplemental Indenture to the Indenture dated as of August Previously filed as Exhibit 4(h)(3) to Lamar Media’s
17, 2006 among Lamar Media, the guarantors named Registration Statement on Form S-4 (File No. 333-161261)
therein and The Bank of New York Trust Company, N.A., filed on August 11, 2009 and incorporated herein by
as Trustee, dated as of February 21, 2008, relating to Lamar reference.

Media’s 6 5/8% Senior Subordinated Notes due 2015 —
Series B.

4(e)4) Supplemental Indenture to the Indenture dated as of August Filed herewith.
17, 2006 among Lamar Media, the guarantors named
therein and the Bank of New York Trust Company, N.A., as
trustee, dated as of January 12, 2009, relating to Lamar
Media’s 6 5/8% Senior Subordinated Notes due 2015 —

Series B.

4(f)(1) Indenture, dated as of October 11, 2007, among Lamar Previously filed as Exhibit 4.1 to the Company’s Current
Media, the guarantors named therein and The Bank of New Report on Form 8-K. (File No. 0-30242) filed on October 16,
York Trust Company, N.A., as Trustee, relating to Lamar 2007 and incorporated herein by reference.

Media’s 6 5/8% Senior Subordinated Notes due 2015 —
Series C.

4(f)(2) Form of 6 5/8% Senior Subordinated Exchange Notes due  Previously filed as Exhibit 4.1 to the Company’s Current

2015 — Series C. Report on Form 8-K (File No. 0-30242) filed on October 16,
2007 and incorporated herein by reference.

4(H)(3) Supplemental Indenture to the Indenture dated as of Previously filed as Exhibit 4(1)(3) to Lamar Media’s
October 11, 2007 among Lamar Media, the guarantors Registration Statement on Form S-4 (File No. 333-161261)
named therein and The Bank of New York Trust Company, filed on August 11, 2009 and incorporated herein by
N.A., as Trustee, dated as of February 21, 2008, relating to  reference.

Lamar Media’s 6 5/8% Senior Subordinated Notes due
2015 — Series C.

4(g)(D) Indenture, dated as of March 27, 2009, among Lamar Previously filed as Exhibit 4.1 to the Company’s Current
Media, the guarantors named therein and The Bank of New Report on Form 8-K (File No. 0-30242) filed on March 27,
York Mellon Trust Company, N.A., as Trustee, relatingto 2009, and incorporated herein by reference.

Lamar Media’s 9 3/4% Senior Notes due 2014.
4(g)(2) Form of 9 3/4% Senior Exchange Notes due 2014. Previously filed with the indenture dated march 27, 2009,
filed as Exhibit 4.1 to the Company’s Current Report on
Form 8-K (File No. 0-30242) filed on March 27,2009 and
incorporated herein by reference.

4(h) Subordinated Note (mirror note), dated as of September 30, Previously filed as Exhibit 4(k) to Lamar Media’s

2005, by Lamar Media to the Company. Registration Statement on Form S-4 (File No. 333-161261)
filed on August 11, 2009 and incorporated herein by
reference.

10(a)(1)* Lamar 1996 Equity Incentive Plan, as amended and Previously filed as Exhibit 10.1 to the Company’s Current
restated, as adopted by the Board of Directors in February =~ Report on Form 8-K (File No. 0-30242) filed on May 29,
2009 and the approved by the stockholders in May 2009. 2009 and incorporated herein by reference.

10(a)(2)* Form of Stock Option Agreement under the 1996 Equity Previously filed as Exhibit 10.14 to the Company’s Annual

Incentive Plan, as amended.
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Report on Form 10-K for the fiscal year ended
December 31, 2004 (File No. 0-30242) filed on March 10,
2005 and incorporated herein by reference.



EXHIBIT
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10(a)(3)*  Form of Restricted Stock Agreement. Previously filed as Exhibit 10.16 of the Company’s Annual
Report on Form 10-K for the fiscal year ended December
31, 2005 (File No. 0-30242) filed on March 15, 2006 and
incorporated herein by reference.
10(a)(4)*  Form of Restricted Stock Agreement for Non-Employee Previously filed as Exhibit 10.1 to the Company’s Current
directors. Report on Form 8-K (File No. 0-30242) filed on May 30,
2007 and incorporated herein by reference.
10(b)* 2009 Employee Stock Purchase Plan. Previously filed as Appendix B to the Company's Definitive
Proxy Statement on Schedule 14A for the 2009 Annual
Meeting of Stockholders (File No. 0-30242) filed on April
24,2009 and incorporated herein by reference.
10(c)* Lamar Advertising Company Non-Management Director ~ Previously filed on the Company’s Current Report on Form
Compensation Plan. 8-K (File No. 0-30242) filed on May 30, 2007 and
incorporated herein by reference.
10(d)(1)* Lamar Deferred Compensation Plan (as amended). Previously filed as Exhibit 10.1 to the Company’s Current
Report on Form 8-K (File No. 0-30242) filed on August 27,
2007 and incorporated herein by reference.
10(d)(2)* Form of Trust Agreement for the Lamar Deferred Previously filed as Exhibit 10.2 to the Company’s Current
Compensation Plan. Report on Form 8-K (File No. 0-30242) filed on
December 14, 2005 and incorporated herein by reference.
10(e)* Summary of Compensatory Arrangements, dated March 4, Previously filed on the Company’s Current Report on Form
2009. 8-K (File No. 0-30242) filed on March 6, 2009 and
incorporated herein by reference.
106(H)(1) Credit Agreement, dated as of March 7, 2003, among Previously filed as Exhibit 10.38 to Lamar Media’s
Lamar Media, the subsidiary guarantors party thereto, the ~ Registration Statement on Form S-4/A (File No. 333-
lenders party thereto and JPMorgan Chase Bank, N.A., as  102634) filed on March 18, 2003 and incorporated herein by
administrative agent. reference.
10(H)(2) Amendment No. 1, dated as of January 28, 2004, to the Previously filed as Exhibit 4.1 to the Company’s Quarterly
Credit Agreement dated as of March 7, 2003 among Lamar Report on Form 10-Q for the period ended March 31, 2004
Media, the subsidiary guarantors party thereto and (File No. 0-30242) filed on May 10, 2004 and incorporated
JPMorgan Chase Bank, N.A., as administrative agent for ~ herein by reference.
the lenders.
10(£)(3) Joinder Agreement, dated as of October 7, 2003, to the Previously filed as Exhibit 10.1 to Lamar Media's Quarterly
Credit Agreement dated as of March 7, 2003 among Lamar Report on Form 10-Q for the period ended September 30,
Media, the subsidiary guarantors party thereto, the lenders 2003 (File No. 1-12407) filed on November 5, 2003 and
party thereto and JPMorgan Chase Bank, N.A., as incorporated herein by reference.
administrative agent, by Premere Outdoor, Inc.
10(£)(4) Joinder Agreement, dated as of April 19, 2004, to the Credit Previously filed as Exhibit 10.1 to the Company’s Quarterly

Agreement dated as of March 7, 2003 among Lamar Media,
the subsidiary guarantors party thereto, the lenders party
thereto and JPMorgan Chase Bank, N.A., as administrative
agent, by Lamar Canadian Outdoor Company.
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Report on Form 10-Q for the period ended June 30, 2004
(File No. 0-30242) filed on August 6, 2004 and incorporated
herein by reference.
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10(f)(5)

10(g)(1)

10(g)(2)

10(2)(3)

10(2)(4)

10(2)(5)

10(g)(6)

10(2)(7)

10(g)(8)

10(h)

Joinder Agreement, dated as of January 19, 2005, to the
Credit Agreement dated as of March 7, 2003 among Lamar
Media, the subsidiary guarantors party thereto, the lenders
party thereto and JPMorgan Chase Bank, as administrative
agent, by certain of Lamar Media’s subsidiaries.

Credit Agreement, dated as of September 30, 2005,
between Lamar Media and JPMorgan Chase Bank, N.A., as
administrative agent.

Amendment No. 1, dated as of October 5, 2006, to the
Credit Agreement dated as of September 30, 2005 among
Lamar Media, the subsidiary guarantors party thereto and
JPMorgan Chase Bank, N.A., as administrative agent.

Amendment No. 2, dated as of December 11, 2006, to the
Credit Agreement dated as of September 30, 2005 among
Lamar Media, the subsidiary borrower party thereto, the
subsidiary guarantors party thereto and JPMorgan Chase
Bank, N.A., as administrative agent.

Amendment No. 3, dated as of March 28, 2007, to the
Credit Agreement dated as of September 30, 2005 among
Lamar Media, the Company, the subsidiary borrower party
thereto, the subsidiary guarantors party thereto and
JPMorgan Chase Bank, N.A., as administrative agent.

Amendment No. 4, dated as of April 2, 2009, to the Credit
Agreement dated as of September 30, 2005 among Lamar
Media, the Company, the subsidiary borrower party thereto,
the subsidiary guarantors party thereto and JPMorgan
Chase Bank, N.A., as administrative agent.

Joinder Agreement, dated as of July 21, 2006, to the Credit
Agreement dated as of September 30, 2005 among L.amar
Media, the subsidiary guarantors party thereto, the lenders
parties thereto and JPMorgan Chase Bank, N.A., as
administrative agent, by Daum Advertising Company, Inc.

Joinder Agreement, dated as of February 21, 2008, to the
Credit Agreement dated as of September 30, 2005 among
Lamar Media, the subsidiary guarantors party thereto, the
lenders parties thereto and JPMorgan Chase Bank, N.A., as
administrative agent.

Joinder Agreement, dated as of January 12, 2009, to the
Credit Agreement dated as of September 30, 2005 among
Lamar Media, the subsidiary guarantors party thereto and
JP Morgan Chase Bank, N.A., as administrative agent.

Tranche C Term Loan Agreement, dated as of February 6,
2004, among Lamar Media, the subsidiary guarantors party
thereto, the Tranche C loan lenders party thereto and
JPMorgan Chase Bank, N.A., as administrative agent.
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Previously filed as Exhibit 10.1 to the Company’s Quarterly
Report on Form 10-Q for the period ended March 31, 2005
(File No. 0-30242) filed on May 6, 2005 and incorporated
herein by reference.

Previously filed as Exhibit 10.1 to the Company’s Current
Report on Form 8-K (File No. 0-30242) filed on
September 30, 2005 and incorporated herein by reference.

Previously filed as Exhibit 10.2 to the Company’s Current
Report on Form 8-K (File No. 0-30242) filed on October 6,
2006, and incorporated herein by reference.

Previously filed as Exhibit 99.1 to the Company’s Current
Report on Form 8-K (file No. 0-30242) filed on December
14, 2006 and incorporated herein by reference.

Previously filed as Exhibit 99.1 to the Company’s Current
Report on Form 8-K (File No. 0-30242) filed on March 29,
2007 and incorporated herein by reference.

Previously filed as Exhibit 99.1 to the Company’s Current
Report on Form 8-K (File No. 0-30242) filed on April 8,
2009 and incorporated herein by reference.

Previously filed as Exhibit 10.18 to Lamar Media’s Form S-
4 (File No. 333-138142) filed on October 23, 2006 and
incorporated herein by reference.

Previously filed as Exhibit 10(i)(7) to Lamar Media’s
Registration Statement on Form S-4 (File No. 333-161261)
filed on August 11, 2009 and incorporated herein by
reference.

Filed herewith.

Previously filed as Exhibit 4.2 to the Company’s Quarterly
Report on Form 10-Q for the period ended March 31, 2004
(File No. 0-30242) filed on May 10, 2004 and incorporated
herein by reference.



EXHIBIT
NUMBER

DESCRIPTION

METHOD OF FILING

10(i)

10G)

10(k)

10(1)

10(m)

10(n)

10(0)

10(p)

11(a)

12(a)

12(b)

Tranche D Term Loan Agreement, dated as of August 12,

2004, among Lamar Media, the subsidiary guarantors party

thereto, the lenders party thereto and JP Morgan Chase
Bank, N.A., as administrative agent.

Series A Incremental Loan Agreement, dated as of February

8, 2006, among Lamar Media, the subsidiary guarantors
named therein, the Series A incremental lenders named
therein and JPMorgan Chase Bank, N.A., as administrative
agent for the Company.

Series B Incremental Loan Agreement, dated as of October

5, 2006, among Lamar Media, the subsidiary guarantors
named therein, the Series B incremental lenders named
therein and JPMorgan Chase Bank, N.A., as administrative
agent for the Company.

Series C Incremental Loan Agreement, dated as of
December 21, 2006, among Lamar Media, Lamar Transit
Advertising Canada Ltd., the subsidiary guarantors named
therein, the Series C incremental lenders, JPMorgan Chase
Bank, N.A., as administrative agent, and JPMorgan Chase
Bank, N.A., Toronto Branch, acting as sub-agent of the
administrative agent.

Series D Incremental Loan Agreement, dated as of
January 17, 2007, among Lamar Advertising of Puerto
Rico, Inc., Lamar Media, the subsidiary guarantors named
therein, the Series D incremental lenders and JPMorgan
Chase Bank, N.A., as administrative agent.

Series E Incremental Loan Agreement dated as of March
28, 2007 among Lamar Media, the subsidiary guarantors
named therein, the Series E incremental lenders named
therein and JPMorgan Chase Bank, N.A., as administrative
agent.

Series F Incremental Loan Agreement, dated as of March
28, 2007, among Lamar Media, the subsidiary guarantors
named therein, the Series F incremental lenders named
therein and JPMorgan Chase Bank, N.A., as administrative
agent.

Registration Rights Agreement, dated as of March 27,
2009, among Lamar Media, the guarantors named therein

and the initial purchasers named therein.

Statement regarding computation of per share earnings for
the Company.

Statement regarding computation of earnings to fixed
charges for the Company.

Statement regarding computation of earnings to fixed
charges for Lamar Media.
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Previously filed as Exhibit 10.1 to the Company’s Quarterly
Report on Form 10-Q for the period ended September 30,
2004 (File No. 0-30242) filed on November 15, 2004 and
incorporated herein by reference.

Previously filed as Exhibit 10.15 to the Company’s Annual
Report on Form 10-K for the year ended December 31, 2005
(File No. 0-30242) filed on March 15, 2006 and
incorporated herein by reference.

Previously filed as Exhibit 10.1 to the Company’s Current
Report on Form 8-K (file No. 0-30242) filed on October 6,
2006 and incorporated herein by reference.

Previously filed as Exhibit 99.1 to the Company’s Current
Report on Form 8-K (file No. 0-30242) filed on December
22,2006 and incorporated herein by reference.

Previously filed as Exhibit 10.1 to the Company’s Quarterly
Report on Form 10-Q for the period ended March 31, 2007
(File No. 0-30242) filed on May 10, 2007 and incorporated
herein by reference.

Previously filed as Exhibit 10.1 to the Company’s Current
Report on Form 8-K (File No. 0-30242) filed on March 29,
2007 and incorporated herein by reference.

Previously filed as Exhibit 10.2 to the Company’s Current
Report on Form 8-K (File No. 0-30242) filed on March 29,
2007 and incorporated herein by reference.

Previously filed as Exhibit 10.1 to the Company’s Current
Report on Form 8-K (File No. 0-30242) filed on March 27,
2009 and incorporated herein by reference.

Filed herewith.

Filed herewith.

Filed herewith.



EXHIBIT

NUMBER DESCRIPTION METHOD OF FILING
14(a) Lamar Advertising Company Code of Business Conduct Previously filed as Exhibit 14.1 to the Company’s Annual
and Ethics. Report on Form 10-K for the year ended December 31, 2003

(File No. 0-30242) filed on March 10, 2004 and
incorporated herein by reference.

21(a) Subsidiaries of the Company. Filed herewith.
23(a) Consent of KPMG LLP. Filed herewith.
31(a) Certification of the Chief Executive Officer of the Filed herewith.

Company and Lamar Media pursuant to Securities
Exchange Act Rules 13a-14(a) and 15d-14(a) as adopted
pursuant to Section 302 of the Sarbanes- Oxley Act of
2002.

31(b) Certification of the Chief Financial Officer of the Company Filed herewith.
and Lamar Media pursuant to Securities Exchange Act
Rules 13a-14(a) and 15d-14(a) as adopted pursuant to
Section 302 of the Sarbanes- Oxley Act of 2002.

32(a) Certification pursuant to 18 U.S.C. Section 1350, as Filed herewith.
adopted pursuant to Section 906 of the Sarbanes-Oxley Act
of 2002.

* Denotes management contract or compensatory plan or arrangement in which the executive officers or directors of the Company
participate.

85



EXHIBIT 73(a)
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors
Lamar Advertising Company:

We consent to incorporation by reference in the registration statements (Nos. 333-89034, 333-10337, 333-79571, 333-37858, 333-
34840, 333-116007, 333-116008, 333-130267, 333-160943 and 333-160945) on Form S-8, (Nos. 333-108688, 333-48288 and 333-
154919) on Form S-3 and (Nos. 333-108689, 333-120937, 333-143419, 333-48266 and 333-161261) on Form S-4 of Lamar
Advertising Company and Lamar Media Corp. of (a) our reports dated February 26, 2010 with respect to the consolidated balance
sheets of Lamar Advertising Company and subsidiaries as of December 31, 2009 and 2008 and the related consolidated statements of
operations, stockholders’ equity and comprehensive income (deficit) and cash flows for each of the years in the three year period
ended December 31, 2009 and the related financial statement schedule and the effectiveness of internal control over financial
reporting, and (b) our reports dated February 26, 2010 with respect to the consolidated balance sheets of Lamar Media Corp. and
subsidiaries as of December 31, 2009 and 2008 and the related consolidated statements of operations, stockholder’s equity and
comprehensive income (deficit) and cash flows for each of the years in the three year period ended December 31, 2009 and the related
financial statement schedule and the effectiveness of internal control over financial reporting which reports appear in the
December 31, 2009, annual report on Form 10-K of Lamar Advertising Company.

/s/ KPMG LLP

Baton Rouge, Louisiana
February 26, 2010
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COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES®

The following table sets forth Lamar Advertising’s ratio of earnings to fixed charges for the periods indicated.

YEARS ENDED DECEMBER 31,

Exhibit 12.1

(dollars in thousands) 2004 2005 2006 2007 2008 2009

Net income (loss) 13,155 41,779 41,946 40,982 2,162 (50,038)
Income tax expense (benefit) 11,305 31,899 32,994 33,901 9,349 (36,101)
Fixed charges 127,933 147,069 173,889 232,690 242.877 268,441

Earnings 152,393 220,747 248.829 307,574 254,388 174,302
Interest expense, Net 75,584 89,160 111,644 166,003 169,150 196,520
Rents under leases representative of an 51,984 57,544 61,880 66,323 73,362 71,556

interest factor

Preferred dividends 365 365 365 365 365 365

Fixed Charges 127,933 147,069 173,889 232,691 242,877 268,441
Ratio of earnings to fixed charges® 1.2 x 1.5 x 14 x 1.3 x 1.0 x 06 x

(1) The ratio of earnings to fixed charges is defined as earnings divided by fixed charges. For purposes of this ratio, earnings is
defined as net income (loss) before income taxes and cumulative effect of a change in accounting principle and fixed charges.
Fixed charges is defined as the sum of interest expense, preferred stock dividends and the component of rental expense that we
believe to be representative of the interest factor for those amounts.

(2) For the year ended December 31, 2009, earnings were insufficient to cover fixed charges by 94.1 million.
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Exhibit 12.2
COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES®Y

The following table sets forth Lamar Media’s ratio of earnings to fixed charges for the periods indicted.

YEARS ENDED DECEMBER 31,

(dollars in thousands) 2004 2005 2006 2007 2008 2009

Net income (loss) $ 24219 $ 47,470 $ 43279 45,551 10,360 (55,823)
Income tax expense (benefit) 11,764 35,488 34,520 37,283 14,487 (36,1406)
Fixed charges 116.409 137,889 171,686 224,932 230,078 263,011

Earnings 152,392 220,847 249.485 307,766 254,925 171,042
Interest expense, net 64,425 80,345 109,806 158,609 156,716 191,455
Rent under leases representative of 51,984 57,544 61,880 66,323 73,362 71,556

an interest factor

Preferred dividends 0 0 0 0 0 0

Fixed Charges 116,409 137,889 171,686 224932 230,078 263.011
Ratio of earnings to fixed charges® 13 x 1.6 x 1.5 x 14 x ___ L1 x 0.7 x

(1) The ratio of earnings to fixed charges is defined as earnings divided by fixed charges. For purposes of this ratio, earnings is
defined as net income (loss) before income taxes and cumulative effect of a change in accounting principle and fixed charges.
Fixed charges is defined as the sum of interest expenses, preferred stock dividends and the component of rental expense that we
believe to be representative of the interest factor for those amounts.

(2) For the year ended December 31, 2009, earnings were insufficient to cover fixed charges by 92.0 million.
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Exhibit 31(a)

CERTIFICATION

I, Kevin P. Reilly, Jr., certify that:

1.

I have reviewed this combined annual report on Form 10-K of Lamar Advertising Company and Lamar Media Corp.;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading
with respect to the period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all
material respects the financial condition, results of operations and cash flows of the registrants as of, and for, the periods
presented in this report;

The registrants’ other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in
Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrants and have:

(2)

(b)

(©

(d)

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under
our supervision, to ensure that material information relating to the registrants, including their consolidated subsidiaries, is
made known to us by others within those entities, particularly during the period in which this report is being prepared;

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally accepted accounting principles;

Evaluated the effectiveness of the registrants’ disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this
report based on such evaluation; and

Disclosed in this report any change in the registrants’ internal control over financial reporting that occurred during the
registrants’ most recent fiscal quarter (the registrants’ fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrants’ internal control over financial reporting; and

5. The registrants’ other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrants’ auditors and the audit committee of the registrants’ board of directors (or persons performing the
equivalent functions):

@)

(b)

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting
which are reasonably likely to adversely affect the registrants’ abilities to record, process, summarize and report financial
information; and

Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrants’ internal control over financial reporting.

Date: February 26, 2010

/s/ Kevin P. Reilly, Jr.

Kevin P. Reilly, Jr.

Chief Executive Officer, Lamar Advertising Company
Chief Executive Officer, Lamar Media Corp.
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Exhibit 31(b)

CERTIFICATION

I, Keith A. Tstre, certify that:

1.

2.

I have reviewed this combined annual report on Form 10-K of Lamar Advertising Company and Lamar Media Corp.;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading
with respect to the period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all
material respects the financial condition, results of operations and cash flows of the registrants as of, and for, the periods
presented in this report;

The registrants’ other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in
Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrants and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under
our supervision, to ensure that material information relating to the registrants, including their consolidated subsidiaries, is
made known to us by others within those entities, particularly during the period in which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrants’ disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this
report based on such evaluation; and

(d) Disclosed in this report any change in the registrants’ internal control over financial reporting that occurred during the
registrants’ most recent fiscal quarter (the registrants’ fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrants’ internal control over financial reporting; and

The registrants’ other certifying officer and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrants’ auditors and the audit committee of the registrants’ board of directors (or persons
performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting
which are reasonably likely to adversely affect the registrants’ abilities to record, process, summarize and report financial
information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrants’ internal control over financial reporting.

Date: February 26, 2010

/s/ Keith A. Istre

Keith A. Istre

Chief Financial Officer, Lamar Advertising Company
Chief Financial Officer, Lamar Media Corp.
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Exhibit 32(a)

LAMAR ADVERTISING COMPANY
LAMAR MEDIA CORP.

Certification of Periodic Financial Report
Pursuant to 18 U.S.C. Section 1350
as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

Each of the undersigned officers of Lamar Advertising Company (“Lamar”) and Lamar Media Corp. (“Media”) certifies, to his
knowledge and solely for the purposes of 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of
2002, that the combined Annual Report on Form 10-K of Lamar and Media for the year ended December 31, 2009 fully complies with
the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934 and that information contained in that combined
Form 10-K fairly presents, in all material respects, the financial condition and results of operations of Lamar and Media.

Dated: February 26, 2010 By: /s/ Kevin P. Reilly, Jr.
Kevin P. Reilly, Jr.
Chief Executive Officer, Lamar Advertising Company
Chief Executive Officer, Lamar Media Corp.

Dated: February 26, 2010 By: /s/ Keith A. Istre
Keith A. Istre
Chief Financial Officer, Lamar Advertising Company
Chief Financial Officer, Lamar Media Corp.
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