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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549
FORM 8-K
CURRENT REPORT
Pursuant to Section 13 or 15(d) of

the Securities Exchange Act of 1934

Date of Report (Date of earliest event reported): November 17, 2004

GAYLORD ENTERTAINMENT COMPANY

(Exact name of registrant as specified in its charter)

Delaware 1-13079 73-0664379
(State or other jurisdiction of (Commission File Number) (LR.S. Employer
incorporation)

Identification No.)

One Gaylord Drive
Nashville, Tennessee 37214
(Address of principal executive offices) (Zip Code)

Registrant s telephone number, including area code: (615) 316-6000

(Former name or former address, if changed since last report)
Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of
the registrant under any of the following provisions (see General Instruction A.2. below):
o Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)
o Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)

o Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))

o Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))
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Item 8.01. Other Events.

Filed herewith are Gaylord Entertainment Company s (the Company ) audited financial statements for the three
years ended December 31, 2003 and the accompanying selected consolidated financial data and management s
discussion and analysis of financial condition and results of operations, which reflect the application of the equity
method of accounting to the Company s investment in Bass Pro, Inc. ( Bass Pro ) for all periods presented. On July 8,
2004, Bass Pro redeemed the approximate 28.5% interest held in Bass Pro by a private equity investor. As a result, the
Company s ownership interest in Bass Pro increased to 26.6% as of the redemption date. Because the Company s
ownership interest in Bass Pro increased to a level exceeding 20%, the Company was required by Accounting
Principles Board Opinion No. 18, The Equity Method of Accounting for Investments in Common Stock , to account
for its investment in Bass Pro under the equity method of accounting beginning in the third quarter of 2004. The
equity method of accounting has been applied retroactively to all periods presented herein. The information included
herein should be read in conjunction with the Company s Form 10-Q for the quarter ended September 30, 2004.

2
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SELECTED CONSOLIDATED FINANCIAL DATA

The following selected historical financial information of Gaylord and its subsidiaries as of December 31, 2003, 2002 and 2001 and for each
of the three years in the period ended December 31, 2003 was derived from our audited consolidated financial statements included herein. The
selected financial information as of December 31, 2000 and 1999 and for each of the two years in the period ended December 31, 2000 was
derived from previously issued audited consolidated financial statements adjusted for unaudited revisions for the Bass Pro investment and
discontinued operations. The information in the following table should be read in conjunction with Management s Discussion of Financial
Condition and Results of Operations and our consolidated financial statements and related notes as of December 31, 2003 and 2002 and for each
of the three years in the period ended December 31, 2003 included herein. We acquired ResortQuest on November 20, 2003 and the results of
operations of ResortQuest are included in our results from November 20, 2003.

Years Ended December 31,

2003 2002 2001 2000 1999

(in thousands, except per share amounts)
Income Statement Data:

Revenues:
Hospitality $369,263 $339,380 $228,712 $237,260 $239,248
Opry and Attractions 61,433 65,600 67,064 69,283 97,839
ResortQuest 17,920
Corporate and Other 184 272 290 64 5,318
Total revenues 448,800 405,252 296,066 306,607 342,405

Operating expenses:

Operating costs 276,937 254,583 201,299 210,018 220,088
Selling, general and administrative 117,178 108,732 67,212 89,052 74,004
Preopening costs(1) 11,562 8,913 15,927 5,278 1,892
Gain on sale of assets(2) (30,529)
Impairment and other charges 856(4) 14,262(4) 75,660(4)
Restructuring charges (17)(5) 2,182(5) 12,952(5) 2,786(5)
Merger costs (1,741)(9)
Depreciation and amortization:
Hospitality 46,536 44,924 25,593 24,447 22,828
Opry and Attractions 5,129 5,778 6,270 13,955 11,159
ResortQuest 1,186
Corporate and Other 6,099 5,778 6,542 6,257 6,870
Total depreciation and amortization 58,950 56,480 38,405 44,659 40,857
Total operating expenses 465,483 398,162 339,287 437,619 337,886

Operating income (loss):

Hospitality 42,347 25,972 34,270 45,478 43,859

Opry and Attractions (600) 1,596 (5,010) (44,413)(8) (8,183)
ResortQuest (2,616)

Corporate and Other (43,396) (42,111) (40,110) (38,187) (28,220)
Preopening costs(1) (11,562) (8,913) (15,927) (5,278) (1,892)

See footnotes beginning on page 6
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Gain on sale of assets(2)
Impairment and other charges
Restructuring charges
Merger costs

Total operating income (loss)
Interest expense, net of amounts capitalized
Interest income
Unrealized gain (loss) on Viacom stock
Unrealized (loss) gain on derivatives, net
Income (loss) from unconsolidated
companies
Other gains and losses

Income (loss) from continuing operations
before income taxes
Provision (benefit) for income taxes

Income (loss) from continuing operations
Gain (loss) from discontinued operations, net
of taxes(3)

Cumulative effect of accounting change, net
of taxes

Net income (loss)

Income (Loss) Per Share:

Income (loss) from continuing operations
Income (loss) from discontinued operations
Cumulative effect of accounting change

Net income (loss)

Income (Loss) Per Share- Assuming
Dilution:

Income (loss) from continuing operations
Income (loss) from discontinued operations
Cumulative effect of accounting change

Net income (loss)

Dividends per share

Years Ended December 31,
2003 2002 2001 2000 1999
(in thousands, except per share amounts)
$ $ 30,529 $ $ $
(856)(4) (14,262)(4) (75,660)(4)
17(5) (2,182)(5) (12,952)(5) (2,786)(5)
1,741(9)
(16,683) 7,090 (43,221) (131,012) 4,519
(52,804) (46,960) (39,365) (30,307) (15,047)
2,461 2,808 5,554 4,046 5,922
39,831 (37,300) 782
(33,228) 86,476 54,282
2,340 3,058 (385) (1,266) 56
2,209 1,163 2,661 (3,514) 586,315(10)(11)
(55.,874) 16,335 (19,692) (162,053) 581,765
(23,755) 2,509 (9,291) (52,824) 172,831
(32,119) 13,826 (10,401) (109,229) 408,934
34,371 85,757 (48,833) (47,600) (15,280)
(2,572)(6) 11,202(7)
$ 2,252 $ 97,011 $(48,032) $(156,829) $393,654
I I I I I
$ (0.93) $ 041 $ (0.31) $ (3.27) $ 1242
1.00 2.54 (1.45) (1.43) (0.46)
(0.08) 0.33
$ 0.07 $ 287 $ (1.43) $ 4.70) $ 11.96
I I I I I
$ (0.93) $ 041 $ (0.31) $ (3.27) $ 1231
1.00 2.54 (1.45) (1.43) (0.46)
(0.08) 0.33
$ 0.07 $ 287 $ (1.43) $ 4.70) $ 11.85
I I I I I
$ $ $ $ $ 0380
4
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As of December 31,
2003 2002 2001 2000 1999
(in thousands)

Balance Sheet Data:

Total assets $2,581,010 $2,180,098(10) $2,175,993(10) $1,929,539(10) $1,741,215
Total debt 548,759(12) 340,638(12) 468,997(12) 175,500 297,500
Secured forward exchange contract 613,054(10) 613,054(10) 613,054(10) 613,054(10)

Total stockholders equity 906,793 788,437 695,979 765,164 1,007,149

See footnotes beginning on page 6
5
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Preopening costs are related to the Gaylord Palms and the new Gaylord Texan hotel in Grapevine, Texas. Gaylord Palms opened in
January 2002 and the Gaylord Texan opened on April 2, 2004.

During 2002, the Company sold its one-third interest in the Opry Mills Shopping Center in Nashville, Tennessee and the related land lease
interest between the Company and the Mills Corporation.

In August 2001, the FASB issued SFAS No. 144, Accounting for the Impairment or Disposal of Long-Lived Assets . In accordance with
the provisions of SFAS No. 144, the Company has presented the operating results and financial position of the following businesses as
discontinued operations: WSM-FM and WWTN(FM); Word Entertainment; Acuff-Rose Music Publishing; GET Management, the

Company s artist management business; Oklahoma RedHawks; the Company s international cable networks; the businesses sold to affiliates
of The Oklahoma Publishing Company consisting of Pandora Films, Gaylord Films, Gaylord Sports Management, Gaylord Event

Television and Gaylord Production Company; and the Company s water taxis.

Reflects the divestiture of certain businesses and reduction in the carrying values of certain assets. The components of the impairment and
other charges related to continuing operations are as follows:

Years Ended
December 31,

2003 2001 2000

(in thousands)

Programming, film and other content $856 $ 6,858 $ 7,410
Gaylord Digital and other technology investments 4,576 48,127
Property and equipment 2,828 3,397
Orlando-area Wildhorse Saloon 15,854
Other 872
Total impairment and other charges $856 $14,262 $75,660
| | |

Related primarily to employee severance and contract termination costs.

Reflects the cumulative effect of the change in accounting method related to adopting the provisions of SFAS No. 142. The Company
recorded an impairment loss related to impairment of the goodwill of the Radisson Hotel at Opryland. The impairment loss was
$4.2 million, less taxes of $1.6 million.

Reflects the cumulative effect of the change in accounting method related to recording the derivatives associated with the secured forward
exchange contract at fair value as of January 1, 2001, of $18.3 million less a related deferred tax provision of $7.1 million.

Includes operating losses of $27.5 million related to Gaylord Digital, the Company s Internet initiative, and operating losses of $6.1 million
related to country record label development, both of which were closed during 2000.

The merger costs relate to the reversal of merger costs associated with the October 1, 1997 merger when TNN and CMT were acquired by
CBS.

1999 results of operations include a pretax gain of $459.3 million on the divestiture of television station KTVT in Dallas-Ft. Worth in
exchange for CBS Series B preferred stock (which was later converted into 11,003,000 shares of Viacom, Inc. Class B common stock),
$4.2 million of cash, and other consideration. The CBS Series B preferred stock was included in total assets at its market value of

$648.4 million at December 31, 1999. The Viacom, Inc. Class B common stock was included in total assets at its market values of

$488.3 million, $448.5 million, $485.8 million and $514.4 million at December 31, 2003, 2002, 2001 and 2000, respectively. During 2000,
the Company entered into a seven-year forward exchange contract for a notional amount of $613.1 million with respect to 10,937,900
shares of the Viacom, Inc. Class B common stock. Prepaid interest related to the secured forward exchange contract of $91.2 million,
$118.1 million, $145.0 million and $171.9 million was included in total assets at December 31, 2003, 2002, 2001 and 2000 respectively.
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In 1995, the Company sold its cable television systems. Net proceeds were $198.8 million in cash and a note receivable with a face amount
of $165.7 million, which was recorded at $150.7 million, net of a $15.0 million discount. As part of the sale transaction, the Company also
received contractual equity participation rights (the Rights ) equal to 15% of the net distributable proceeds from future asset sales. During
1998, the Company collected the full amount of the note receivable and recorded a pretax gain of $15.0 million related to the note
receivable discount. During 1999, the Company received cash and recognized a pretax gain of $129.9 million representing the value of the
Rights. The proceeds from the note receivable prepayment and the Rights were used to reduce outstanding bank indebtedness.

(12) Related primarily to the construction of the Gaylord Palms and the new Gaylord Texan.
6
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MANAGEMENT S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATION

Results of Operations for the Three Years Ended December 31, 2003

Our Current Operations
Our operations are organized into four principal businesses:

Hospitality, consisting of our Gaylord Opryland Resort and Convention Center, our Gaylord Palms Resort and Convention Center, our
Radisson Hotel at Opryland and our new Gaylord Texan Resort and Convention Center on Lake Grapevine.

Opry and Attractions, consisting of our Grand Ole Opry assets and our Nashville attractions.
ResortQuest, consisting of our vacation rental property management business.

Corporate and Other, consisting of our ownership interests in certain entities including our corporate expenses.

During 2003, 2002, and 2001, we disposed of certain businesses, which have been classified as discontinued operations and are described in
more detail below.

During the third quarter of 2003, we completed a sale of the assets primarily used in the operation of WSM-FM and WWTN(FM)
(collectively, the Radio Operations ). The Radio Operations were previously included in a fourth business segment, media, along with
WSM-AM. Due to the Radio Operations now being included in discontinued operations, WSM-AM is now grouped in the Opry and Attractions
business segment for all periods presented.

Table of Contents 10
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The acquisition of ResortQuest was completed on November 20, 2003. The results of operations of ResortQuest for the period
November 20, 2003 to December 31, 2003 are included in the results discussed below.

For the years ended December 31, our total revenues from continuing operations were divided among these businesses as follows:

Business 2003 2002 2001
Hospitality 82% 84% 77%
Opry and Attractions 14% 16% 23%
ResortQuest 4% 0% 0%
Corporate and Other 0% 0% 0%

We generate a significant portion of our revenues from our Hospitality business. We believe that we are the only hospitality company
focused primarily on the large group meetings and conventions sector of the lodging market. Our strategy is to continue this focus by
concentrating on our All-in-One-Place self-contained service offerings and by emphasizing customer rotation among our convention properties,
while also offering additional vacation and entertainment opportunities to guests and target customers through the Opry and Attractions and
ResortQuest businesses.

Our concentration in the hospitality industry, and in particular the large group meetings sector of the hospitality industry, exposes us to
certain risks outside of our control. General economic conditions, particularly national and global economic conditions, can affect the number
and size of meetings and conventions attending our hotels. Our business is also exposed to risks related to tourism, including terrorist attacks and
other global events which affect levels of tourism in the United States and, in particular, the areas of the country in which our properties are
located. Competition and the desirability of the locations in which our hotels and other vacation properties are located are also important risks to
our business.

Key Performance Indicators; Hotel Industry Metrics

As a hospitality-based company, our operating results are highly dependent on the volume of customers at our hotels and the quality of the
customer mix at our hotels. These factors impact the price we can charge for our hotel rooms and other amenities such as food and beverages
and meeting space at the resorts. Key performance indicators related to revenue are:

hotel occupancy (volume indicator);
average daily rate ( ADR ) (price indicator);

Revenue per Available Room ( RevPAR ) (a summary measure of hotel results calculated by dividing room sales by room nights available
to guests for the period); and

Total Revenue per Available Room ( Total RevPAR ) (a summary measure of hotel results calculated by dividing the sum of room sales,
food and beverage sales and other ancillary services revenue (which equals hospitality segment revenues) by room nights available to
guests for the period).

We recognize revenue from rooms as earned on the close of business each day and from concessions and food and beverage sales at the
time of sale. Almost all of our revenues are either cash-based or, for meeting and convention groups meeting our credit criteria, billed and
collected on a short-term receivables basis. Our industry is capital intensive, and we rely on the ability of our resorts to generate operating cash
flow to repay debt financing, fund maintenance capital expenditures and provide excess cash flow for future development.

Table of Contents 11
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Our results of operations are affected by the number and type of group meetings and conventions scheduled to attend our hotels in a given
period. We attempt to offset any identified shortfalls in occupancy by creating special events at our hotels or offering incentives to groups in
order to attract increased business during this period. A variety of factors can affect the results of any interim period, including the nature and
quality of the group meetings and conventions attending our hotels during such period, which have often been contracted for several years in
advance, and the level of transient business at our hotels during such period.

Overall Outlook

We have invested heavily in our operations in 2003 and 2002, primarily in connection with the opening of the Gaylord Palms in 2002, the
continued construction of the Gaylord Texan in 2003 and the ResortQuest acquisition, which was consummated in November 2003. Subsequent
to the completion of the Gaylord Texan in April 2004, our investments in 2004 will consist primarily of ongoing capital improvements rather
than construction commitments. We believe that the Gaylord Texan will have an impact on our operating results in 2004, given that it is
currently expected to be in operation for over eight months of the fiscal year.

We also believe that a full year of operations of our ResortQuest subsidiary will impact our financial results. Only the results of operations
of ResortQuest from the period November 20, 2003 to December 31, 2003 have been included in our historical financial results.

As previously announced, we have plans to develop a Gaylord hotel and have a contract to purchase property on the Potomac River in
Prince George s County, Maryland (in the Washington, D.C. market), subject to market conditions, the availability of financing, resolution of
certain zoning issues and approval by our board of directors. We also are considering other potential sites. The timing and extent of any of these
development projects is uncertain.

Selected Financial Information

The following table contains our selected financial information for each of the three years ended December 31, 2003, 2002 and 2001. The
table also shows the percentage relationships to total revenues and, in the case of segment operating income, its relationship to segment
revenues.

Table of Contents 12
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The acquisition of ResortQuest was completed on November 20, 2003. The results of operations of ResortQuest for the period
November 20, 2003 to December 31, 2003 are included in the results discussed below.

Income Statement Data:
Revenues:
Hospitality
Opry and Attractions
ResortQuest
Corporate and Other

Total revenues

Operating expenses:
Operating costs
Selling, general and administrative
Preopening costs
Gain on sale of assets
Impairment and other charges
Restructuring charges
Depreciation and amortization:
Hospitality
Opry and Attractions
ResortQuest
Corporate and Other

Total depreciation and amortization
Total operating expenses

Operating income (loss):
Hospitality
Opry and Attractions
ResortQuest
Corporate and Other
Preopening costs
Gain on sale of assets
Impairment and other charges
Restructuring charges

Total operating income (loss)
Interest expense, net of amounts capitalized
Interest income
Unrealized gain on Viacom stock and
derivatives, net
Income (loss) from unconsolidated
companies
Other gains and (losses), net
(Provision) benefit for income taxes

Years Ended December 31,
2003 % 2002 % 2001 %
(in thousands, except percentages)
$369,263 82.3 $339,380 83.7 $228,712 77.3
61,433 13.7 65,600 16.2 67,064 22.6
17,920 4.0
184 272 0.1 290 0.1
448,800 100.0 405,252 100.0 296,066 100.0
276,937 61.7 254,583 62.8 201,299 68.0
117,178 26.1 108,732 26.8 67,212 22.7
11,562 2.6 8,913 2.2 15,927 5.4
(30,529) (7.5)
856 0.2 14,262 4.8
(17) 2,182 0.7
46,536 10.4 44,924 11.1 25,593 8.6
5,129 1.1 5,778 1.4 6,270 2.1
1,186 0.3
6,099 1.4 5,778 1.4 6,542 2.2
58,950 13.1 56,480 13.9 38,405 13.0
465,483 103.7 398,162 98.3 339,287 114.6
42,347 11.5 25,972 7.7 34,270 15.0
(600) (1.0) 1,596 2.4 (5,010) (7.5)
(2,616) (14.6)
(43,396) (A) (42,111) (A) (40,110) (A)
(11,562) (B) (8,913) B) (15,927) (B)
(B) 30,529 (B) (B)
(856) B) (B) (14,262) (B)
(B) 17 B) (2,182) (B)
(16,683) (3.7 7,090 1.7 (43,221) (14.6)
(52,804) ©) (46,960) ©) (39,365) ©)
2,461 ©) 2,808 ©) 5,554 ©)
6,603 ©) 49,176 ©) 55,064 ©)
2,340 ©) 3,058 ©) (385) ©)
2,209 ©) 1,163 ©) 2,661 ©)
23,755 ©) (2,509) ©) 9,291 ©)
10
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Years Ended December 31,

2003 % 2002 % 2001 %

(in thousands, except percentages)

Gain (loss) on discontinued operations, net $34,371 © $85,757 © $(48,833) ©)

Cumulative effect of accounting change, net ©) 2,572) © 11,202 ©

Net income (loss) $ 2,252 ©) $97,011 © $(48,032) ©)
| | |

(A) These amounts have not been shown as a percentage of segment revenue because the Corporate and Other segment generates only
minimal revenue.

(B) These amounts have not been shown as a percentage of segment revenue because the Company does not associate them with any
individual segment in managing the Company.

(C) These amounts have not been shown as a percentage of total revenue because they have no relationship to total revenue.

Summary Financial Results
The following table summarizes our results of operations for the years ended 2003, 2002 and 2001:

Year Ended December 31,

Percentage Percentage
2003 Change 2002 Change 2001

(in thousands, except percentages and per share data)

Total revenues $4438,300 10.7% $405,252 36.9% $296,066
Total operating expenses 465,483 16.9% 398,162 17.4% 339,287
Operating income (loss) (16,683) (335.3%) 7,090 116.4% (43,221)
Income (loss) from continuing

operations (32,119) (332.3%) 13,826 232.9% (10,401)
Income (loss) from continuing

operations per share fully diluted (0.93) (326.8%) 0.41 232.3% (0.31)

2003 Results

The Company s total revenues in 2003 increased 10.7% from 2002 primarily due to an increase in Hospitality revenues. The Company s
income from continuing operations during the year ended 2003 decreased from the year ended 2002 primarily as a result of a decline in
operating income caused by:

A one-time gain of $30.5 million recognized in 2002 as a result of the sale of our Opry Mills investment, which increased our 2002
operating income by a corresponding amount.

An additional $2.6 million in preopening costs over 2002 primarily related to a $7.3 million increase in preopening costs at the Gaylord
Texan and a $4.5 million decrease in preopening costs at the Gaylord Palms.

An additional $2.5 million in our depreciation and amortization expense in 2003 due to additional capital expenditures and the acquisition
of ResortQuest.

Table of Contents 14



Edgar Filing: GAYLORD ENTERTAINMENT CO /DE - Form 8-K

A loss of $2.6 million from the operations of ResortQuest from the period from November 20, 2003 to December 31, 2003.
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Also contributing to our loss from continuing operations in 2003 were:

The recognition of a net unrealized gain on our investment in Viacom stock and the related secured forward exchange contract of
$6.6 million in 2003, as compared to a net unrealized gain of $49.2 million in 2002.

A $5.8 million increase in our interest expense in 2003 primarily due to the costs associated with refinancing our indebtedness and

repaying the debt of ResortQuest, as well as additional amounts of debt outstanding.

Serving to lessen the impact of the items described above was an 8.8% increase in Hospitality revenue in 2003, although such increase was
partially offset by an 8.8% increase in our operating costs and a 7.8% increase in our selling general and administrative expenses.

2002 Results

In 2002, income from continuing operations increased from 2001 primarily as a result of the one-time gain from the sale of our Opry Mills
investment and a significant reduction in the amount of restructuring charges and impairment and other charges as compared to 2001. However,
total revenues also increased 36.9% in 2002 as a result of an increase in Hospitality revenues caused by the opening of the Gaylord Palms. This
increase in total revenues was offset partially by a 17.4% increase in operating expenses in 2002, consisting primarily of increases in operating
costs, selling, general and administrative expenses, and depreciation and amortization expense related to the opening of the Gaylord Palms.

Per Share Results

Results on a per share basis in 2003 were impacted by a higher weighted average number of shares outstanding, due to the issuance of
5,318,363 shares on November 20, 2003 in connection with the ResortQuest acquisition.

Operating Results

The following table includes key information about our operating results:

Total revenues

Operating expenses:
Operating costs
Selling, general and admin.
Preopening costs
Gain on sale of assets
Impairment and other charges
Restructuring charges
Depreciation and amortization

Operating income (loss)

Year Ended December 31,
Percentage Percentage
2003 Change 2002 Change 2001
(in thousands, except percentages)
$448,800 10.7% $405,252 36.9% $296,066
276,937 8.8% 254,583 26.5% 201,299
117,178 7.8% 108,732 61.8% 67,212
11,562 29.7% 8,913 (44.0)% 15,927
(30,529)
856 14,262
(17) (100.8)% 2,182
58,950 4.4% 56,480 47.1% 38,405
$ (16,683) (335.3)% $ 7,090 116.4% $ (43,221)
I I I I I
12
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The most important factors and trends contributing to our operating performance over the last three years have been:

An improvement in the operating performance of our hotels as compared to previous periods.

Improved food and beverage, banquet and catering services at our hotels, which have increased our Total Revenue per Available Room at
our hotels.

The impact of the opening of the Gaylord Palms in 2002 on our total revenues and the accompanying increase in our total operating
expenses.

Our ongoing assessment of operations and the related incurrence of restructuring charges to streamline those operations.
Our re-evaluation of the carrying values of certain assets and the related incurrence of impairment charges related to these assets.
The ResortQuest acquisition, which was completed on November 20, 2003.

Preopening costs associated with the Gaylord Palms and the Gaylord Texan.

The factors described above, particularly the increase in Hospitality revenues associated with improved operations at the Gaylord Palms and
Gaylord Opryland, and the inclusion of ResortQuest s revenues for the period from November 20, 2003 to December 31, 2003, led to the increase
in our total revenue in 2003. The increase in total revenue in 2002 as compared to 2001 is primarily attributable to the opening of the Gaylord
Palms in 2002.

Excluding the one-time $30.5 million gain recognized on the sale of our interests in Opry Mills in 2002, operating loss improved 28.8% due
to the increase in our total revenues and a reduction in the rate of growth of our operating costs.

Excluding the one-time $30.5 million gain recognized on the sale of our interests in Opry Mills in 2002 and our impairment and
restructuring charges our operating loss improved 12.4% from 2001 to 2002 due primarily to the opening of the Gaylord Palms. In analyzing
operating loss in 2001 compared to income from operations in 2002, we believe it is appropriate to eliminate the effect of the one-time gain on
sale of the Opry Mills interest because it is non-recurring, because the gain or loss on sale of discontinued operations is not included in operating
income (loss) and because considering operating loss after eliminating this item gives a more accurate comparison of the operating performance
of our business for the periods.

Operating Results  Detailed Revenue Information
The following presents detail of our net revenues:

Year Ended December 31,

Percentage Percentage
2003 Change 2002 Change 2001

(in thousands, except percentages)

Hospitality revenue $369,263 8.8% $339,380 48.4% $228,712

Opry and Attractions revenue 61,433 6.4)% 65,600 2.2)% 67,064

ResortQuest revenue 17,920

Corporate and other revenue 184 32.4)% 272 (6.2)% 290
Total revenues $448.,800 10.7% $405,252 36.9% $296,066

Table of Contents 17



Edgar Filing: GAYLORD ENTERTAINMENT CO /DE - Form 8-K

The growth in our total revenues in both 2003 and 2002 was driven primarily by a growth in Hospitality revenues during such periods. Total
revenues also increased in 2003, as compared to 2002, as a result of the inclusion of the revenues of ResortQuest from the period
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November 20, 2003 to December 31, 2003. Detailed information with respect to the revenues of the Hospitality, the Opry and Attractions,
ResortQuest and the Corporate and Other businesses are discussed in more detail below.

Hospitality Revenue

Hospitality revenue increased in 2003 as compared to 2002 due to the improved property-level performance at the Gaylord Palms and
Gaylord Opryland as a result of an increase in food and beverage and other ancillary revenues, as well as a result of an increase in RevPAR due
to increased occupancy levels. The term other ancillary revenues means non-room revenue other than food and beverage and consists primarily
of revenue from banquets and other events hosted by the hotel, gift shop and other miscellaneous sales. Property-level revenue increased in 2003
as a result of changes to our group sales strategy in 2002 compared to 2001. These changes included a refocused sales effort on the defined
target customer, a revamped incentive program for our sales executives, as well as a new focus on rotating group meetings between the Gaylord
Palms and Gaylord Opryland. Hospitality revenue increased in 2002 as compared to 2001 primarily due to the opening of the Gaylord Palms in
January 2002. The following table presents details of the revenues, and the key revenue drivers, of our Hospitality business as a whole, Gaylord
Opryland and Gaylord Palms:

Year Ended December 31,
Percentage Percentage
2003 Change 2002 Change 2001

Hospitality business(1):

Total revenues (in thousands) $369,263 8.8% $339,380 48.4% $228,712

Occupancy 72.2% 7.4% 67.2% (3.3)% 69.5%

Average daily rate $ 14257 2.4H% $ 146.07 8.1% $ 135.15

RevPAR(2) $ 102.86 4.8% $ 98.18 4.4% $ 94.00

Total RevPAR(3) $ 22044 8.3% $ 203.60 3.5% $ 196.62
Gaylord Opryland:

Total revenues (in thousands) $215,265 4.4% $206,132 (7.1)% $221,932

Occupancy 72.4% 5.6% 68.6% 2.4)% 70.3%

Average daily rate $ 13747 (3.6)% $ 142.58 1.6% $ 14033

RevPAR(2) $ 99.59 1.8% $ 97.80 (0.9)% $ 98.65

Total RevPAR (3) $ 204.75 4.5% $ 195.97 (7.1)% $ 211.01
Gaylord Palms:

Total revenues (in thousands) $146,800 16.1% $126,473 $

Occupancy 72.3% 11.5% 64.8%

Average Daily Rate $ 165.79 (1.7)% $ 168.65 $

RevPAR(2) $ 119.87 9.6% $ 109.37 $

Total RevPAR(3) $ 286.05 13.8% $ 251.26 $

(1) The results of our Hospitality business include the results of our Radisson Hotel at Opryland, located in Nashville, Tennessee.

(2) The Company calculates RevPAR by dividing room sales for comparable properties by room nights available to guests for the applicable
period. RevPAR is not comparable to similarly titled measures such as revenues.

(3) The Company calculates Total Revenue per Available Room ( Total RevPAR ) by dividing the sum of room sales, food and beverage sales,
and other ancillary services revenue (which equals hospitality segment revenues) by room nights available to guests for the applicable
period. Total Revenue per Available Room is not comparable to similarly titled measures such as revenues.
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Gaylord Opryland. The increase in Gaylord Opryland revenue in 2003 as compared to 2002 is due to improved occupancy at the hotel.
Despite rate pressure caused by customer mix, the increase in hotel occupancy led to an increase in 2003 RevPAR. In addition, favorable food
and beverage and other ancillary revenue contributed to the increase in Total RevPAR in 2003. The decline in revenue at the hotel in 2002 as
compared to 2001 is due to the reduced occupancy levels at the hotel throughout 2002. Despite an improved average daily rate in 2002 due to
more favorable group room pricing, the decline in occupancy led to a decline in 2002 RevPAR at the hotel. In addition, this lower occupancy
contributed to a decline in food and beverage and other ancillary revenue at the hotel, resulting in the decline in Total RevPAR in 2002.

Gaylord Palms. The increase in Gaylord Palms revenue in 2003 as compared to 2002, its first year of operation, is primarily due to
improved occupancy at the hotel during the first half of 2003 as well as improved rates at the hotel during the first quarter of 2003. Although
average daily rate decreased in 2003 due to less favorable group room pricing throughout the second half of the year, this increase in occupancy
(driven by improved group bookings and an increase in transient guests) led to an increase in 2003 RevPAR at the hotel. In addition, increased
customer utilization of food and beverage and other ancillary services at the hotel contributed to the increase in Total Revenue per Available
Room from 2002.

Opry and Attractions Revenue

The decrease in Opry and Attractions revenues in 2003 and 2002, as compared to the previous year, was primarily a result of a decrease in
the revenue of Corporate Magic, a company specializing in the production of creative events in the corporate entertainment marketplace, of
$7.8 million in 2003 and $5.1 million in 2002. This reduction was caused by reduced spending by corporate customers as a result of the terrorist
attacks of September 11, 2001 and the resulting downturn in the economy, which reduced demand for corporate events. The decrease in revenue
of Corporate Magic was partially offset by an increase in revenues of the Grand Ole Opry of $2.3 million in 2003 (to $18.3 million) and
$2.5 million (to $15.9 million) in 2002. The Grand Ole Opry revenue increase is due to an increase in popular performers appearing on the
Grand Ole Opry and a resulting increase in attendance.

ResortQuest Revenue

On November 20, 2003, we completed our acquisition of ResortQuest. Accordingly, our total revenues for the year ended December 31,
2003 include the revenues of ResortQuest from the period November 20, 2003 to December 31, 2003. Our ResortQuest group receives property
management fees when the properties are rented, which are generally a percentage of the rental price of the vacation property. Management fees
range from approximately 3% to over 40% of gross lodging revenues collected based upon the type of services provided by us to the property
owner and the type of rental units managed. We also recognize other revenues primarily related to real estate broker commissions, food &
beverage sales and software and maintenance sales.

Corporate and Other Revenue

The decline in Corporate and Other revenue in 2003 and 2002, which consists of corporate sponsorships and rental income, is primarily due
to reductions in sponsorship revenues from Opry Mills, which was divested in the second quarter of 2002.

Operating Results  Detailed Operating Expense Information

The 16.9% increase in total operating expenses in 2003 can be attributed to an increase in our operating costs, driven primarily by increases
in our preopening costs, depreciation and
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amortization expense and selling, general and administrative expenses. However, despite these increases:

Operating costs, as a percentage of revenues, decreased to 61.7% during 2003 as compared to 62.8% during 2002.

Selling, general and administrative expenses, as a percentage of revenues, decreased to 26.1% during 2003 from 26.8% in 2002.

These decreases are primarily the result of improved operational efficiency at our hotels. Excluding the gain on sale of assets, the
impairment and other charges and restructuring charges from both periods, total operating expenses increased $35.9 million, or 8.4%, to
$464.6 million in 2003 as compared to 2002.

Operating Costs

Operating costs consist of direct costs associated with the daily operations of our core assets, primarily the room, food and beverage and
convention costs in Hospitality. Operating costs also include the direct costs associated with the operations of our other business units. Operating
costs increased in both 2003 and 2002 due to increases in Hospitality operating costs. Operating costs for each of our businesses are discussed
below.

Hospitality operating costs. Hospitality operating costs were as follows:

Year Ended December 31,

Percentage Percentage
2003 Change 2002 Change 2001

(in thousands, except percentages)

Total Hospitality

Operating Costs: $215,900 3.5% $208,500 49.0% $139,900
Gaylord Opryland

Operating Costs: 131,000 1.0% 129,700 5.1)% 136,600
Gaylord Palms

Operating Costs: 81,700 8.6% 75,200

Hospitality operating costs increased in 2003, as compared to 2002, primarily due to increased utilization of services at the Gaylord
Opryland and the Gaylord Palms. The 2002 increase in Hospitality operating costs is primarily due to the opening of Gaylord Palms in January
2002, although such increase was partially offset by a decrease in operating costs at Gaylord Opryland due to the reduced levels of occupancy,
and corresponding reductions in variable expenses, at the hotel during the year.

Opry and Attractions operating costs. Opry and Attractions operating costs decreased $0.2 million, or 0.5%, to $39.3 million in 2003.
Although the operating costs of the Grand Ole Opry increased $2.9 million in 2003 in response to increased revenues, the operating costs of
Corporate Magic decreased $5.6 million to $7.5 million in 2003, as compared to 2002. This decrease is due to Corporate Magic s lower revenue
and certain cost saving measures taken by the Company during 2003.

Operating costs in the Opry and Attractions group decreased $11.2 million, or 22.0%, to $39.5 million in 2002. The operating costs of
Corporate Magic decreased $7.6 million, to $13.2 million in 2002, as compared to 2001 primarily due to the lower revenue and certain cost
saving measures taken by the Company during 2002. The operating costs of the Grand Ole Opry and the General Jackson Showboat decreased
$1.0 million in 2002 due to cost saving measures.
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ResortQuest operating costs. Operating costs for ResortQuest during the period from November 20, 2003 to December 31, 2003 were
$13.4 million.

Corporate and other operating costs. Corporate and Other operating costs increased $1.7 million, or 25.4%, to $8.3 million in 2003 as
compared to 2002 due primarily to changes in our long-term incentive plan compensation program and changes to the actuarial assumptions
used in our pension plan. Corporate and Other operating costs decreased $4.1 million, or 38.4%, to $6.6 million in 2002 as compared to 2001
due to the elimination of unnecessary management levels and overhead at the hotels identified in our 2001 Strategic Assessment.

Selling, General and Administrative Expenses

Selling, general and administrative expenses consist of administrative and overhead costs. Selling, general, and administrative expenses
increased $8.4 million, or 7.8%, to $117.2 million in 2003, primarily due to increases in Hospitality selling, general and administrative expenses
described below.

Hospitality selling, general and administrative expenses. Hospitality selling, general and administrative expenses were as follows:

Year Ended December 31,

Percentage Percentage
2003 Change 2002 Change 2001

(in thousands, except percentages)

Total hospitality

SG&A expenses: $64,500 7.5% $60,000 107.6% $28,900
Gaylord Opryland

G&A expenses: 31,700 6.0% 29,900 8.3% 27,600
Gaylord Palms

SG&A expenses: 31,300 6.8% 29,300

The increase in Gaylord Opryland s selling, general and administrative expenses in 2003 and 2002 is due primarily to an increase in sales
efforts at the hotel and advertising to promote the special events held at the hotel in these years. The increase in Gaylord Palms selling, general
and administrative expenses in 2003 is due to an increase in sales efforts at the hotel and an increase in special events advertising, while the 2002
increase is primarily due to the opening of the Gaylord Palms in January 2002.

Opry and Attractions selling, general and administrative expenses. Selling, general and administrative expenses in Opry and Attractions
decreased $1.1 million, or 5.9%, to $17.6 million in 2003. This decrease is primarily due to a $0.9 million decrease at Corporate Magic due to
decreased revenues in 2003.

Opry and Attractions selling, general and administrative expenses increased $3.6 million, or 23.7%, to $18.7 million in 2002. This increase
was partially due to increases in selling, general and administrative expenses for the General Jackson Showboat (an increase of $1.4 million, to
$1.9 million) due to increased labor costs associated with additional revenue and increased management support during 2002. Also, selling,
general, and administrative expenses increased $1.3 million to $5.5 million at the Grand Ole Opry due to an increase in revenue.

ResortQuest selling, general and administrative expenses. Selling, general and administrative expenses for ResortQuest during the period
from November 20, 2003 to December 31, 2003 were $5.9 million.

Corporate and other selling, general and administrative expenses. Corporate and Other selling, general and administrative expenses, consist
primarily of the Gaylord Entertainment Center naming rights agreement, senior management salaries and benefits, legal, human resources,

17

Table of Contents 22



Edgar Filing: GAYLORD ENTERTAINMENT CO /DE - Form 8-K

Table of Contents

accounting, pension and other administrative costs. During 2003, these expenses decreased $0.8 million, or 2.7%, to $29.2 million due to
decreased corporate marketing expense.

During 2002, our Corporate and Other selling, general and administrative expenses increased $6.9 million, or 29.8%, to $30.0 million as a
result of amendments to our retirement plans and our retirement savings plan. As a result of these amendments, and as more fully described in
Note 17 to our consolidated financial statements:

our retirement cash balance benefit was frozen and the policy related to future contributions to our retirement savings plan was changed;

as a result of these changes, we recorded a pretax charge of $5.7 million related to the write-off of unamortized prior service costs in
selling, general, and administrative expenses;

we amended the eligibility requirements of our postretirement benefit plans effective December 31, 2001; and

in connection with the amendment and curtailment of the plans, we recorded a gain of $2.1 million which served to reduce our other
selling, general and administrative expenses in 2002.

Other increases in Corporate and Other selling, general and administrative expenses in 2002 can be attributed to increased personnel costs
related to new corporate departments that did not previously exist, new management personnel in other corporate departments, and increased
corporate marketing expenses as compared to the same period in 2001.

Preopening Costs

In accordance with AICPA SOP 98-5, Reporting on the Costs of Start-Up Activities , we expense the costs associated with start-up activities
and organization costs as incurred. Preopening costs increased $2.6 million, or 29.7%, to $11.6 million in 2003. The increase in preopening costs
in 2003, as compared to 2002, resulted from our hotel development activities. Preopening costs related to our Gaylord Texan hotel, which
opened in April 2004, totaled $11.3 million in 2003, as compared to $4.0 million in 2002. Preopening costs decreased in 2002 as compared to
2001 as a result of the opening of the Gaylord Palms in January of 2002. Gaylord Palms preopening costs decreased $8.4 million, to
$4.5 million, in 2002 as compared to 2001. This decrease was partially offset by an increase in preopening costs related to the Gaylord Texan
($4.0 million in 2002, as compared to $3.1 million in 2001).

Gain on Sale of Assets
During 2003, we did not recognize any material gains or losses on the sale of assets in operating income.

In 2002, we recognized a gain of approximately $30.5 million in connection with our ownership interest in Opry Mills. We entered into a
partnership in 1998 with The Mills Corporation to develop the Opry Mills Shopping Center in Nashville, Tennessee. We held a one-third interest
in the partnership as well as the title to the land on which the shopping center was constructed, which was being leased to the partnership.

During the second quarter of 2002, we sold our partnership share to certain affiliates of The Mills Corporation for approximately $30.8 million

in cash proceeds. In accordance with the provisions of SFAS No. 66, Accounting for Sales of Real Estate , and other applicable pronouncements,
we deferred approximately $20.0 million of the gain representing the estimated fair value of the continuing land lease interest between us and

the Opry Mills partnership at June 30, 2002. We recognized the remainder of the proceeds, net of certain transaction costs, as a gain of
approximately
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$10.6 million during the second quarter of 2002. During the third quarter of 2002, we sold our interest in the land lease to an affiliate of the Mills
Corporation and recognized the remaining $20.0 million deferred gain, less certain transaction costs.

Impairment and Other Charges

During 2001, we named a new Chairman and a new Chief Executive Officer, and had numerous changes in senior management. The new
management team instituted a corporate reorganization and the reevaluation of our businesses and other investments (the 2001 Strategic
Assessment ). As a result of the 2001 Strategic Assessment, we determined that the carrying value of certain long-lived assets were not fully
recoverable and recorded pretax impairment and other charges from continuing operations during 2001 and 2003 in accordance with the
provisions of SFAS No. 144, Accounting for the Impairment or Disposal of Long-Lived Assets. The components of the impairment and other
charges related to continuing operations for the years ended December 31 are as follows (amounts in thousands):

2003 2002 2001
Programming, film and other content $856 $ $ 6,858
Gaylord Digital and other technology investments 4,576
Property and equipment 2,828
Total impairment and other charges $856 $ $14,262
— _— I

We began production of an IMAX movie during 2000 to portray the history of country music. As a result of the 2001 Strategic Assessment,
the carrying value of the IMAX film asset was reevaluated on the basis of its estimated future cash flows, resulting in an impairment charge of
$6.9 million in 2001.

At December 31, 2000, we held a minority investment in a technology start-up business. During 2001, the unfavorable environment for
technology businesses created difficulty for this business to obtain adequate capital to execute its business plan and, subsequently, we were
notified that this technology business had been unsuccessful in arranging financing, resulting in an impairment charge of $4.6 million. We also
recorded an impairment charge related to idle real estate of $2.0 million during 2001 based upon an assessment of the value of the property. We
sold this idle real estate during the second quarter of 2002. Proceeds from the sale approximated the carrying value of the property. In addition,
we recorded an impairment charge for other idle property and equipment totaling $0.8 million during 2001 primarily due to the consolidation of
offices resulting from personnel reductions.

In the third quarter of 2003, based on the revenues generated by the theatrical release of the IMAX movie, the asset was again reevaluated
on the basis of estimated future cash flows. As a result, an additional impairment charge of $0.9 million was recorded in the third quarter of
2003. The carrying value of the asset was $1.2 million as of December 31, 2003.

Restructuring Charges

As part of the 2001 Strategic Assessment, we recognized pretax restructuring charges from continuing operations of $5.8 million related to
streamlining operations and reducing layers of management. We recognized additional pretax restructuring charges from discontinued operations
of $3.0 million in 2001. These restructuring charges were recorded in accordance with EITF No. 94-3. The restructuring costs from continuing
operations consisted of $4.7 million related to severance and other employee benefits and $1.1 million related to contract termination costs,
offset by the reversal of restructuring charges recorded in 2000 of $3.7 million primarily related to negotiated reductions in certain contract
termination costs. The restructuring costs from discontinued operations in 2001 consisted of $1.6 million related to
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severance and other employee benefits and $1.8 million related to contract termination costs offset by the reversal of restructuring charges
recorded in 2000 of $0.4 million.

As part of our ongoing assessment of operations during 2002, we identified certain duplication of duties within divisions and realized the
need to streamline those tasks and duties. Related to this assessment, during the second quarter of 2002, we adopted a plan of restructuring
resulting in a pretax restructuring charge of $1.1 million related to employee severance costs and other employee benefits unrelated to
discontinued operations. Also during 2002, we reversed approximately $1.1 million of the prior year s restructuring charge. These restructuring
charges were recorded in accordance with EITF No. 94-3. As of December 31, 2002, we recorded cash payments of $1.1 million against the
2002 restructuring accrual. During the fourth quarter of 2002, the outplacement agreements expired related to the 2002 restructuring charge.
Therefore, we reversed the remaining $67,000 accrual. There was no remaining balance of the 2002 restructuring accrual at December 31, 2002.

Depreciation and Amortization

Depreciation expense increased $1.2 million, or 2.4%, to $53.9 million in 2003. The increase in 2003 is due to additional capital
expenditures and the acquisition of ResortQuest in 2003. Depreciation expense increased $18.0 million, or 51.7%, to $52.7 million in 2002. The
increase during 2002 is primarily attributable to the opening of Gaylord Palms in January 2002. Depreciation expense of Gaylord Palms was
$18.6 million subsequent to the January 2002 opening.

Amortization expense increased by $1.2 million, or 32.3%, to $5.0 million in 2003 and increased slightly, by $0.1 million, in 2002.
Amortization of software increased $1.2 million during 2003 and $0.9 million during 2002, primarily at Gaylord Opryland, Gaylord Palms and
the Corporate and Other group. The 2002 increase in amortization of software was partially offset by the adoption of SFAS No. 142 on
January 1, 2002, under the provisions of which we no longer amortize goodwill.

Non-Operating Results

Interest Expense

Interest expense increased $5.8 million, or 12.4%, to $52.8 million in 2003, net of capitalized interest of $14.8 million. The increase in
interest expense is primarily due to the costs associated with refinancing our indebtedness and the repayment of the outstanding debt of
ResortQuest, as well as additional amounts of debt outstanding during 2003. Interest expense related to the amortization of prepaid costs and
interest of the secured forward exchange contract (all of which has been prepaid) was $26.9 million during 2003. Our weighted average interest
rate on our borrowings, including the interest expense associated with the secured forward exchange contract and excluding the write-off of
deferred financing costs during the period, was 5.3% in 2003 and 2002.

Interest expense increased $7.6 million, or 19.3%, to $47.0 million in 2002, net of capitalized interest of $6.8 million. The increase in
interest expense is primarily due to the opening of the Gaylord Palms, after which interest related to the Gaylord Palms was no longer
capitalized. Capitalized interest related to the Gaylord Palms hotel was $0.4 million during 2002 before its opening and was $16.4 million during
2001. The absence of capitalized interest related to Gaylord Palms was partially offset by an increase of $4.0 million of capitalized interest
related to the Texas hotel. Interest expense related to the amortization of prepaid costs and interest of the secured forward exchange contract was
$26.9 million during 2002 and 2001.
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Excluding capitalized interest from each period, interest expense decreased $4.4 million in 2002 due to the lower average borrowing levels
and lower weighted average interest rates during 2002. Our weighted average interest rate on our borrowings, including the interest expense
associated with the secured forward exchange contract, was 5.3% in 2002 as compared to 6.3% in 2001.

Interest Income

The decrease in interest income of $0.3 million (to $2.5 million) in 2003 and $2.7 million (to $2.8 million) in 2002 primarily relates to a
decrease in interest income from invested cash balances.

Gain (Loss) on Viacom Stock and Derivatives

During 2000, we entered into a seven-year secured forward exchange contract with respect to 10.9 million shares of our Viacom stock
investment. Effective January 1, 2001, we adopted the provisions of SFAS No. 133, as amended. Components of the secured forward exchange
contract are considered derivatives as defined by SFAS No. 133.

For the year ended December 31, 2003, we recorded net pretax losses of $33.2 million related to the decrease in fair value of the derivatives
associated with the secured forward exchange contract. For the year ended December 31, 2003, we recorded net pretax gains of $39.8 million
related to the increase in fair value of the Viacom stock. For the year ended December 31, 2002, we recorded net pretax gains of $86.5 million
related to the increase in fair value of the derivatives associated with the secured forward exchange contract. For the year ended December 31,
2002, we recorded net pretax losses of $37.3 million related to the decrease in fair value of the Viacom stock. For the year ended December 31,
2001, we recorded net pretax gains of $54.3 million related to the increase in fair value of the derivatives associated with the secured forward
exchange contract. Additionally, we recorded a nonrecurring pretax gain of $29.4 million on January 1, 2001, related to reclassifying our
investment in Viacom stock from available-for-sale to trading as permitted by SFAS No. 115, Accounting for Certain Investments in Debt and
Equity Securities . For the year ended December 31, 2001, we recorded net pretax losses of $28.6 million related to the decrease in fair value of
the Viacom stock subsequent to January 1, 2001.

Income (loss) from Unconsolidated Companies

From January 1, 2000 to July 8, 2004, we accounted for our investment in Bass Pro Shops, Inc. ( Bass Pro ) under the cost method of
accounting. On July 8, 2004, Bass Pro redeemed the approximate 28.5% interest held in Bass Pro by private equity investor, J.W. Childs
Associates. As a result, our ownership interest in Bass Pro increased to 26.6% as of the redemption date. Because our ownership interest in Bass
Pro increased to a level exceeding 20%, we were required by Accounting Principles Board Opinion No. 18, The Equity Method of Accounting
for Investments in Common Stock , to account for our investment in Bass Pro under the equity method of accounting beginning in the third
quarter of 2004. The equity method of accounting has been applied retroactively to all periods presented.

This change in accounting principle resulted in an increase (decrease) in net income for the years ended December 31, 2003, 2002, and 2001
of $1.4 million, $1.9 million, and ($0.2) million, respectively.

Other Gains and Losses

Other gains and losses, which consisted of dividends received on the Viacom stock and gains and losses on disposals of fixed assets,
increased $1.0 million, or 89.9%, to $2.2 million in 2003. Other gains and losses decreased $1.5 million, or 56.3%, to $1.2 million in 2002. The
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decrease in 2002 is primarily due to the fact that during 2001, the indemnification period ended related to the sale of KTVT and we recognized a
$4.6 million gain in 2001.

Income Taxes

The effective income tax rate from continuing operations was 43%, 15%, and 47% in 2003, 2002, and 2001, respectively. The effective tax
rate as applied to pretax income from continuing operations differed from the statutory federal rate due to the following:

2003 2002 2001
U.S. federal statutory rate 35% 35% 35%
State taxes (net of federal tax benefit and change in valuation allowance) 8 2
Effective tax law change 6
Previously accrued income taxes (30) 16
Other 4 6)
43% 15% 47%
] ] L]

The effective income tax rate in 2003 (which was a benefit rate reflecting the 2003 loss) increased from 2002 primarily due to the impact in
2002 of previously recorded income taxes. The previously recorded income taxes relate to the favorable resolution of issues which were either
settled with taxing authorities or had statutes of limitations expire. In addition, the rate increased due to the current year state tax benefit and the
release of a portion of the state valuation allowance. The Company released valuation allowance of $2.4 million due to the utilization of state net
operating loss carryforwards from the sale of Radio Operations. As a result, the Company increased the deferred tax asset by $2.4 million and
increased the 2003 tax benefit by $2.4 million.

The effective income tax rate in 2002 decreased from 2001 primarily due to the impact in 2002 of previously recorded income taxes. In
addition, the Tennessee legislature increased the corporate income tax rate from 6% to 6.5% during 2002. As a result, the Company increased
the deferred tax liability by $1.3 million and increased 2002 tax expense by $1.3 million.

Gain (Loss) from Discontinued Operations

The Company has reflected the following businesses as discontinued operations, consistent with the provisions of SFAS No. 144. The
results of operations, net of taxes (prior to their disposal where applicable), and the estimated fair value of the assets and liabilities of these
businesses have been reflected in the Company s consolidated financial statements as discontinued operations in accordance with SFAS No. 144
for all periods presented.

WSM-FM and WWTN(FM). During the first quarter of 2003, the Company committed to a plan of disposal of WSM-FM and WWTN(FM).
Subsequent to committing to a plan of disposal during the first quarter of 2003, the Company, through a wholly-owned subsidiary, entered into
an agreement to sell the assets primarily used in the operations of WSM-FM and WWTN(FM) to Cumulus Broadcasting, Inc. ( Cumulus ) in
exchange for approximately $62.5 million in cash. In connection with this agreement, the Company also entered into a local marketing
agreement with Cumulus pursuant to which, from April 21, 2003 until the closing of the sale of the assets, the Company, for a fee, made
available to Cumulus substantially all of the broadcast time on WSM-FM and WWTN(FM). In turn, Cumulus provided programming to be
broadcast during such broadcast time and collected revenues from the advertising that it sold for broadcast during this programming time. On
July 22, 2003, the Company finalized the sale of WSM-FM and WWTN(FM) for approximately $62.5 million, at which time, net proceeds of
approximately $50 million were placed in an escrow account for completion of the Texas hotel.
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Concurrently, the Company also entered into a joint sales agreement with Cumulus for WSM-AM in exchange for $2.5 million in cash. The
Company will continue to own and operate WSM-AM, and under the terms of the joint sales agreement with Cumulus, Cumulus will be
responsible for all sales of commercial advertising on WSM-AM and provide certain sales promotion, billing and collection services relating to
WSM-AM, all for a specified commission. The joint sales agreement has a term of five years.

Acuff-Rose Music Publishing. During the second quarter of 2002, the Company committed to a plan of disposal of its Acuff-Rose Music
Publishing catalog entity. During the third quarter of 2002, the Company finalized the sale of the Acuff-Rose Music Publishing entity to Sony/
ATV Music Publishing for approximately $157.0 million in cash. The Company recognized a pretax gain of $130.6 million during the third
quarter of 2002 related to the sale in discontinued operations. The gain on the sale of Acuff-Rose Music Publishing is recorded in the income
from discontinued operations in the consolidated statement of operations. Proceeds of $25.0 million were used to reduce the Company s
outstanding indebtedness.

OKC RedHawks. During 2002, the Company committed to a plan of disposal of its ownership interests in the RedHawks, a minor league
baseball team based in Oklahoma City, Oklahoma. During the fourth quarter of 2003, the Company sold its interests in the RedHawks and
received cash proceeds of approximately $6.0 million. The Company recognized a loss of $0.6 million, net of taxes, related to the sale in
discontinued operations in the accompanying consolidated statement of operations.

Word Entertainment. During 2001, the Company committed to a plan to sell Word Entertainment. As a result of the decision to sell Word
Entertainment, the Company reduced the carrying value of Word Entertainment to its estimated fair value by recognizing a pretax charge of
$30.4 million in discontinued operations during 2001. The estimated fair value of Word Entertainment s net assets was determined based upon
ongoing negotiations with potential buyers. Related to the decision to sell Word Entertainment, a pretax restructuring charge of $1.5 million was
recorded in discontinued operations in 2001. The restructuring charge consisted of $0.9 million related to lease termination costs and
$0.6 million related to severance costs. In addition, the Company recorded a reversal of $0.1 million of restructuring charges originally recorded
during 2000. During the first quarter of 2002, the Company sold Word Entertainment s domestic operations to an affiliate of Warner Music
Group for $84.1 million in cash, subject to future purchase price adjustments. The Company recognized a pretax gain of $0.5 million in
discontinued operations during the first quarter of 2002 related to the sale of Word Entertainment. Proceeds from the sale of $80.0 million were
used to reduce the Company s outstanding indebtedness.

International cable networks. During the second quarter of 2001, the Company adopted a formal plan to dispose of its international cable
networks. As part of this plan, the Company hired investment bankers to facilitate the disposition process, and formal communications with
potentially interested parties began in July 2001. In an attempt to simplify the disposition process, in July 2001, the Company acquired an
additional 25% ownership interest in its music networks in Argentina, increasing its ownership interest from 50% to 75%. In August 2001, the
partnerships in Argentina finalized a pending transaction in which a third party acquired a 10% ownership interest in the companies in exchange
for satellite, distribution and sales services, bringing the Company s interest to 67.5%.

In December 2001, the Company made the decision to cease funding of its cable networks in Asia and Brazil as well as its partnerships in
Argentina if a sale had not been completed by February 28, 2002. At that time the Company recorded pretax restructuring charges of
$1.9 million consisting of $1.0 million of severance and $0.9 million of contract termination costs related to the networks. Also during 2001, the
Company negotiated reductions in the contract termination costs with several vendors that resulted in a reversal of $0.3 million of
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restructuring charges originally recorded during 2000. Based on the status of the Company s efforts to sell its international cable networks at the
end of 2001, the Company recorded pretax impairment and other charges of $23.3 million during 2001. Included in this charge are the
impairment of an investment in the two Argentina-based music channels totaling $10.9 million, the impairment of fixed assets, including capital
leases associated with certain transponders leased by the Company, of $6.9 million, the impairment of a receivable of $3.0 million from the
Argentina-based channels, current assets of $1.5 million, and intangible assets of $1.0 million.

During the first quarter of 2002, the Company finalized a transaction to sell certain assets of its Asia and Brazil networks, including the
assignment of certain transponder leases. Also during the first quarter of 2002, the Company ceased operations based in Argentina. The
transponder lease assignment required the Company to guarantee lease payments in 2002 from the acquirer of these networks. As such, the
Company recorded a lease liability for the amount of the assignee s portion of the transponder lease.

Businesses Sold to OPUBCO. During 2001, the Company sold five businesses (Pandora Films, Gaylord Films, Gaylord Sports
Management, Gaylord Event Television and Gaylord Production Company) to affiliates of OPUBCO for $22.0 million in cash and the
assumption of debt of $19.3 million. The Company recognized a pretax loss of $1.7 million related to the sale in discontinued operations in the
accompanying consolidated statement of operations. OPUBCO owns a minority interest in the Company. During 2002, three of the Company s
directors were also directors of OPUBCO and voting trustees of a voting trust that controls OPUBCO. Additionally, these three directors
collectively owned a significant ownership interest in the Company.

The following table reflects the results of operations of businesses accounted for as discontinued operations for the years ended
December 31 (amounts in thousands):
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