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c onsistent with our heritage and a strategic vision that has been implemented since 1993, Gray focuses 
on three key areas to provide continuing growth: 

Extending exceptional news services to local communities 
Improving operations through innovative marketing initiatives and focused cost control 
Acquiring, on a selective basis, wd-managed properties in midsized markets that offer excellent future 
growth potential. 

With the acquisition of KKCO-TV in Grand Junction, Colorado in January 2005; WSWG-TV in Albany 
Georgia in November 2005; WSAZ-TV in Charlaton-Huntington, West Vugiia in November 2005; and 
WNDU-TV in South Bend, Indiana in March 2006, Gray's outstanding podolio of l l l  power television 
stations has grown to 36 serving 30 markets. Of these, 24 stations are ranked number 1 in local news and 24 
stations are ranked number 1 in their respective markets. 

Gray's market-leading operations provide it with an excellent continuing opportunity to grow, maximize 
operadng performance and to increase shareholder value. 
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TO O U R  S H A R E H O L D E R S  

0 ur television stations continued the tradition of being market leading local news organizations in the cities 
where we operate. The company has enhanced its industry leading portfolio of high quality television 

stations through strategic acquisitions and innovative use of its digital spectrum. Gray has 24 of 36 stations ranked 
#1 in their respective local market for delivering news audiences andlor #1 in overall viewing audience delivery 
based on ratings information provided by the A.C. Nielsen Company. We believe no other major television station 
owner has, on a proportional basis, as many market leading television stations as Gray. Our ability to be the 
dominant local news and information content provider in the markets we serve is the core strength upon which 
the company's successful operating results have been built. 

On December 30, 2005, we completed the spinoff of our publishing and wireless businesses and achieved our goal 
of becoming a "pure-play" television broadcasting company. 

We were generally pleased with the company's operating results for the year ended December 31, 2005 after 
considering it was the off-year of the biennial political cyde. Our local revenue grew nearly 9% over 2004. While the 
television station acquisitions we made during 2005 contributed to that growth, we are very pleased with the 6% 
rate of growth in our core television local advertising sales revenues for the television operations we have continuously 
operated since January 1, 2004. With local advertising sales, the company can leverage its suong news operations 
to attract a disproportionate share of the individual market's revenue. This growth in the core local advertising 
revenue helped us compensate in pan for the $38.8 million cyclical decrease in political advertising revenues. Because 
of the number of strong market leading television stations the company operates, we have historically earned a 
disproportionately large share of political advertising revenue especially in the even numbered years when there are 
significant amounts being spent for political advertising. While this always makes the "off-year" comparisons such 
as 2005 more challenging, we prefer to have the significant "even-year" political spending regardless of any difficulty 
in the "odd-year" comparison. Due primarily to the political advertising cyde, total rwenue decreased 11% in 
2005 to approximately $261.6 million comp&ed to $293.3 million in 2004 and Gray's 2005 broadcast cash flow 
decreased 24% to approximately $104.6 million compared to 2004 results of $137.2 million. 

During 2005 the company continued to grow by expanding its group of television stations. We completed the 
$14.2 million acquisition of KKCO, the NBC affiliate sewing Grand Junction, Colorado in January 2005. Grand 
Junction is a rapidly growing area of Colorado and we look forward to this #1 rated station continuing to grow 
with the local area. In November 2005 we acquired WSAZ, the NBC affiliate serving Charleston - Huntington, 
West Virginia for $185.8 million. WSAZ's h i i r i c  #1 rated news and overall audience ratings, revenues and broadcast 
cash flow makes the station operationally the largest station currently owned by Gray. We also announced in 2005 
and completed in March 2006 the $85 million acquisition of WNDU, the #1 rated NBC affiliate serving South 
Bend, Indiana. We believe the WNDU acquisition provides the company with a unique opportunity to 

significantly grow the station's revenues and broadcast cash flow over the next few years. Collectively, we believe 
these acquisitions provided Gray with the opportunity to purchase high quality television stations in attractive 
markets and they will provide significant contributions to the company's overall future growth. 

We also grew in 2005 by launching three more second channels of programming by multicasting our digital 
broadcast spectrum in three different markets. We had previously launched three such channels in 2004. The 
second channel programming is delivered to local cable operators using a portion of our digital television spectrum. 



Already in 2006 we have launched an additional six digital channels and where feasible will continue to launch 
additional digital channels in other markets that Gray already serves. These new channels open new revenue 
opportunities for the company with very low operating and capital costs. We look forward to having these 
additional digital channels grow and develop over the next several years. 

Looking ahead to 2006, Gray is committed to maximizing its operating potential. 2006 will be an "on-year" of 
the two year political advertising cycle and we anticipate the company will earn significant amounts of political 
revenue. However, we are not content to simply focus on the significant increase to our broadcast cash flow that 
will accompany the anticipated political revenue. We will continue to focus on maximizing our core local advertising 
revenues and controlling operating costs by improving our operational efficiency. 

Gray's operating strengths and current capital structure should allow the company to generate a significant amount 
of cash from its operations over the near term. Our challenge continues to be how to utilize this cash to ultimately 
enhance shareholder value in both the near term as well as the long term. Our recent acquisitions were primarily 
financed by increasing our outstanding debt. While Gray's anticipated 2006 operating results should significantly 
reduce our leverage ratios, we also currently believe it is important to devote a substantial amount of the cash 
generated from our operations toward debt reduction during 2006. As our debt level reduces we will have greater 
flexibility to consider returning capital to shareholders in the form of stock repurchases, enhanced dividends, other 
special dividends or a combination thereof. 

We are proud to note that Gray5 first quarter 2006 dividend marks the 39th consecutive year the company has 
been paying dividends. We believe this long standing tradition of dividends speaks well of the company's ability 
to consistently deliver strong operating results on a long term basis. 

The company's primary mission has remained unchanged for well over a decade. Gray maximizes its cash flow by 
striving to be the primary news content and/or entertainment provider to the people living in the communities we 
serve. We are proud of the community service projects we provide to the people living in the communities we serve. 
Gray is also fortunate to have dedicated and professional employees who work hard to fulfill the company's 
primary mission. 

Gray will continue to be a leader in delivering news content and entertainment to the communities we serve. That 
in turn will allow the company m continue to deliver strong operating results. Gray% historic focus has been on the 
creation of long term d u e .  We continue to believe executing chis strategy is in the best interest of all shareholders. 

As of March 16,2006 

J. Mack Robinson 
Chairman and Chief Executive Oficer 

.4 

Robert S. Prather, Jr. 
President and Chief Operating Office. 
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PART 1 

Item 1. Business. 

In this Annual Report, mless otherwise indicated, the words "Gray,'"Company,'"bur, " "us" and 
"we" refer to Gray Television, Inc. and its subsidiaries. Our discussion of the television stations that we 
own and operate does not include our interest in the stations owned & Sarkes Tarzian, Inc., which we 
refer to as "Tmian. " 

The Company's common stock, no par value, (the "Common Stock'? and its class A common stock, 
no par value, (the "Class A Common Stocky have been listed and traded on The New York Stock 
Exchange (the "MSE'Y since September 24, 1996 and June 30, 1995, respectively. The ticker symbols 
are "GTN" for its Common Stock and "Gl?%A" for its Class A Common Stock. 

Unless othenuir;e indicated, all station rank, in-market share and television household data herein 
me derivedfrom reports prepared by A. C. Nielsen Company ("Nielsen '7. 

General 

As of the filing date of the Annual Report the Company owns 36 television stations serving 30 
television markets. Seventeen of the stations are affiliated with CBS Inc., or "CBS," ten are affiliated with 
the National Broadcasting Company, Inc., or ''NJ3NBC", eight are affiliated with the American Broadcasting 
Company, or "ABC" And one is affiliated with FOX Entertainment Group, Inc. or "FOX." The combined 
station group has 24 stations ranked #1 in local news audience and 24 stations ranked #1 in overall 
audience within their respective markets based on the results of the average of the Nielsen November, 
July, May and February 2005 ratings reports. The combined TV station group reaches approximately 
6.5% of total U.S. TV households. With seventeen CBS affiliated stations, the Company is the largest 
independent owner of CBS a l i a t e s  in the country. In addition, as of the date of this Annual Report, the 
Company also broadcasts eleven additional channels of programming in certain of its markets by 
multiplexing its digital broadcast spectrum. 

In 1993, the Company implemented a strategy to foster growth through strategic acquisitions and 
certain select divestitures. Since January 1, 1994, the Company's significant acquisitions have included 
32 television stations and the divestiture of two television stations. 

On December 30, 2005 the Company completed the spinoff of its Gray Publishing and GrayLink 
Wireless businesses. Following the spinoff, the Company's business consists of one reportable segment, 
television broadcasting. 

Acquisitions, Investments and Divestitures 

2006 Acquisition 

On March 3, 2006, the Company completed the acquisition of the stock of Michiana Telecasting 
Corp., owner of WNDU-TV, the NBC affiliate in South Bend, Indiana, from the University of Notre 
Dame for $85 million in cash plus certain transaction fees. The Company fmanced this acquisition with 
borrowings under the Company's senior credit facility. 

2005 Spinoff 

On Decembcr 30, 2005, the C'dmpany completed the spinoff of all of the outstanding stock of 
Tnple Crown Med~a., Inc. ("TCM"). Immediately prior to the spinoff, the Company connibuted all of the 



membership interests in Gray Publishing, LLC which owned and operated the Company's Gray 
Publishing and GrayLink Wireless businesses and certain other assets, to TCM. In the spinoff, each of the 
holders of our common stock received one share of TCM Common stock for every ten shares of our 
common stock and each holder of our Class A common stock received one share of TCM common stock 
for every ten shares of our Class A common stock. As part of the spinoff, the Company received an 
approximate $44 million cash distribution from TCM, which Gray used to reduce its outstanding 
indebtedness on December 30, 2005. TCM is now quoted on the Nasdaq National Market under the 
symbol "TCMI." The fmancial position and results of operations of the publishing and wireless 
businesses are reported in the Company's consolidated balance sheet and statement of operations as 
Discontinued Operations for all periods presented. 

2005 Acquisitions 

On November 30, 2005, the Company completed the acquisition of the assets of WSAZ-TV, the 
NBC affiliate in Charleston-Huntington, West Virginia from Emmis Communications Corp. for 
approximately $185.8 million in cash plus certain transaction fees. The Company financed this 
acquisition by borrowings under the company's senior credit facility. 

On November 10, 2005, the Company completed the acquisition of the assets of WSWG-TV, the 
UPN affdiate serving the Albany, Georgia television market from P.D. Communications, LLC. for $3.75 
million in cash. The Company used a portion of its cash on hand to fund tbis acquisition. Subsequent to 
the acquisition Cray obtained a CBS affiliation for tbis station. 

On January 3 1, 2005, the Company completed the acquisition of KKCO-TV ' from Eagle III 
Broadcasting, LLC for approximately $13.5 million plus certain transaction fees. KKCO-TV, Channel 11 
serves the Grand Junction, Colorado television market and is an NBC affiliate. The Company used a 
portion of its cash on hand to fully fund this acquisition. 

During 2005 the Company acquired an FCC license to operate a low power television station, 
WAHU-TV, in the Charlottesville, Virginia television market. The Fox broadcast network has agreed to 
an affiliation agreement to allow the Company to operate WAHU-TV as a FOX affiliate. 

2004 Acquisition 

On August 17, 2004, the Company completed the acquisition of a FCC television license for 
WCAV-TV, Channel 19, in Charlottesville, Virginia from Charlottesville Broadcasting Corporation. 
Gray's cost to acquire that FCC license was approximately $1 million. CBS, Inc. has agreed to a ten-year 
affiliation agreement to allow Gray to operate WCAV-TV as a CBS-affiliated station. 

Gray also has an FCC license to operate a low power television station, WVAW-TV, in the 
Charlottesville, Virginia television market. The American Broadcasting Company has agreed to an 
affiliation agreement expiring December 31, 2013 to allow Gray to operate WVAW-TV as an ABC 
affiliate. 

2002 Acquisitions 

On October 25, 2002 the Company completed its acquisition of Stations Holding Company, Inc. 
("Stations Holding") by acquiring all of Stations Holding's outstanding capital stock in a merger 
transaction. Effective with the completion of the transaction, Stations Holding changed its name to Gray 
MidAmerica Television, Inc. ("Gray MidAmerica Television"). With this transaction the Company 
acquired 15 network affiliated television stations serving 13 television markets. On December 18, 2002 



the Company completed its acquisition of the assets of KOLO-TV, the ABC affiliate serving Reno, 
Nevada. 

The Company paid $516.5 million in aggregate cash consideration for Gray MidAmerica Television. 
This amount included a base purchase price of $502.5 million plus certain net working capital 
adjustments of approximately $5.7 million and fees of $8.3 million associated with the transaction. The 
Company funded the acquisition and related fees and expenses by issuing 30.0 million shares of Gray 
Common Stock to the public for net proceeds of $232.7 million, issuing additional debt totaling $275.0 
million and cash on hand. 

For advisory services rendered by Bull Run Corp. ("Bull Run") a related party, in connection with 
the acquisition of Gray MidAmerica Television, the Company paid to Bull Run an advisory fee of $5.0 
million. This amount is included in the fees described above. The Company does not intend to engage 
Bull Run for any such advisory or similar services in the future. 

The Company paid $41.9 million in cash consideration for KOLO-TV. This purchase price included 
a base purchase price of $41.5 million and related fees of approximately $400,000. The Company 
financed this transaction by utilizing cash on hand and net proceeds of $34.9 million from the issuance of 
an additional 4.5 million shares of Gray Common Stock. 

Acquisition of Investment in Sarkes Tarzian, Inc. 

On December 3, 2001, the Company exercised its option to acquire 301,119 shares of the outstanding 
common stock, $4.00 par value, of Sarkes Tarzian, Inc. ("Tarzian") fiom Bull Run. Bull Run had 
purchased these same shares from U.S. Trust Company of Florida Savings Bank as Personal 
Representative of the Estate of Mary Tarzian (the "Estate") in January 1999. 

The acquired shares of Tarzian represent 33.5% of the total outstanding common stock of Tarzian 
(both in terms of the number of shares of common stock outstanding and in terms of voting rights), but 
such investment represents 73% of the equity of Tarzian for purposes of dividends if paid as well as 
distributions in the event of any liquidation, dissolution or other sale of Tarzian. 

Gray paid $10 million to Bull Run to complete the acquisition of the 301,119 shares of Tarzian. The 
Company has previously capitalized and paid to Bull Run $3.2 million of costs associated with the 
Company's option to acquire these shares. This investment has been accounted for under the cost method 
of accounting and reflected as a non-current other asset. The Company believes the cost method is 
appropriate to account for this investment given the existence of a single voting majority shareholder. The 
Company's ownership of these shares is subject to certain litigation which is discussed in Item 3. Legal 
Proceedings. 












































































































































































































































