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PART I
ITEM 1. BUSINESS
GENERAL

Penton Media is a diversified business-to-business ("b-to-b") media
company. We provide media products that deliver proprietary business information
to owners, operators, managers and professionals in the industries we serve.
Through these products, we offer industry suppliers multiple ways to reach their
customers and prospects as part of their sales and marketing efforts. We publish
43 specialized trade magazines, produce 35 trade shows and conferences, and
provide Web sites, electronic newsletters, Web conferences and other Web-based
media products.

In June 2004, the Company appointed David B. Nussbaum as Chief Executive
Officer ("CEO"). Mr. Nussbaum is now Penton's chief operating decision maker.
After reviewing the Company's operations, Mr. Nussbaum and the executive team
implemented a change in the Company's reportable segments effective in the third
quarter of 2004 to conform with the way the Company's businesses are now
assessed and managed. The Company is structured along segment and industry lines
rather than by product lines. This enables us to promote our related group of
products, including publications, trade shows and conferences, and online media
products, to our customers. As a result of this change in reportable segments,
all prior periods were recast to conform with the new segment format. Our five
principal segments and the industries they serve are as follows:

INDUSTRY TECHNOLOGY

Manufacturing Business Technology
Design/Engineering Aviation

Mechanical Systems/Construction Enterprise Information Technology
Government/Compliance Electronics

LIFESTYLE RETAIL

Natural Products Food/Retail

INTERNATIONAL Hospitality

United Kingdom

Since our founding in 1892, we have grown from an industrial trade magazine
publishing company into an integrated b-to-b media company serving a wide range
of industrial, technology and retail markets. We became an independent company,
incorporated in the State of Delaware, as a result of our spinoff from Pittway
Corporation in August 1998.

Our principal executive offices are located at The Penton Media Building,
1300 East Ninth Street, Cleveland, Ohio 44114, telephone 216-696-7000.

We maintain a Web site at http://www.penton.com. The information contained
on our Web site is not incorporated by reference in this report, and you should
not consider it a part of this report. Our Annual Report on Form 10-K, Quarterly
Reports on Form 10-Q, Current Reports on Form 8-K, and any amendments to those
reports are available free of charge on our Web site as soon as reasonably
practicable after they are filed, or furnished to, the Securities and Exchange
Commission.
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Unless otherwise noted herein, disclosures in this Annual Report on Form
10-K relate only to our continuing operations. Our discontinued operations
consist of Penton Media Australia Pty, Limited ("PM Australia"), which was sold
in December 2002, and Professional Trade Shows ("PTS"), which was sold in
January 2003.

Unless the context otherwise requires, the terms "we," "our," "us,"
"Company, " and "Penton" as used herein refer to Penton Media, Inc. and its
subsidiaries.

RECENT DEVELOPMENTS
RESTATEMENT OF FINANCIAL STATEMENTS

On March 24, 2005, the Company's management concluded that the Company's
previously issued consolidated financial statements should be restated to
increase income tax expense to correct the computation of our valuation
allowance for deferred tax assets. Management reached this conclusion following
a comprehensive review of the Company's deferred tax assets and deferred tax
liabilities. The Company determined that certain deferred tax liabilities had
been incorrectly offset against its deferred tax assets. Under Statement of
Financial Accounting Standards No. 109, "Accounting for Income Taxes," taxable
temporary differences related to indefinite-lived intangible assets or
tax—-deductible goodwill (for which reversal cannot be anticipated) should not be
offset against deductible temporary differences for other indefinite-lived
intangible assets or tax-deductible goodwill when scheduling reversals of
temporary differences.

The Company evaluated the materiality of the correction on its consolidated
financial statements using the guidelines of Staff Accounting Bulletin 99,
"Materiality" ("SAB 99") and concluded that the cumulative effects of the
corrections were material to its annual consolidated financial statements for
2004, 2003 and 2002 and the related quarterly consolidated financial statements
for such periods. As a result, the Company concluded that it will restate its
previously issued consolidated financial statements to recognize the impact of
the correction, as well as other accounting adjustments that were deemed in
earlier periods to be immaterial.

These financial statements have been restated to reflect adjustments to the
Company's previously reported financial information on Form 10-K for the years
ended December 31, 2003 and 2002. The Company's 2004 and 2003 quarterly
financial information also has been restated to reflect adjustments to the
Company's previously reported financial information on Form 10-Q for the
quarters ended March 31, 2004, June 30, 2004 and September 30, 2004. As a result
of the restatement, the Company identified adjustments through the filing date
of this Form 10-K that were required to be recorded which increased previously
reported stockholders' deficit at December 31, 2003 and September 30, 2004 by
$15.4 million and $17.1 million (unaudited), respectively. For additional
information on the restatement, see Note 2 —-- Restatement, in the notes to
consolidated financial statements included herein.

The Company will restate the quarterly periods ended March 31, 2004, June
30, 2004, and September 30, 2004 on Forms 10-Q/A to be filed as expeditiously as
possible.

SENIOR SUBORDINATED NOTES REPURCHASE

In February 2005, the Company repurchased $5.5 million par value of its
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10 3/8% senior subordinated notes ("Subordinated Notes") for a total of $3.9
million, including $0.1 million of accrued interest, using excess cash on hand.
These notes were purchased in the open market and were trading at 69% of their
par value at the time of purchase. The repurchase resulted in a gain of
approximately $1.6 million, which will be recognized in the first quarter of
2005.

LOAN AND SECURITY AGREEMENT

On March 30, 2005, the Company received an extension until May 15, 2005 to
deliver its annual audited financial statements to its Lender Group. The terms
of our Loan and Security Agreement require us to provide annual audited
financial statements within 90 days of the end of our fiscal year.

On April 1, 2005, the Company borrowed $6.0 million under the Company's
Loan and Security Agreement. The proceeds were used to pay the interest due on
April 1 under the Company's 11 7/8% senior secured notes ("Secured Notes").

SALE OF PROPERTIES

In December 2004, the Company completed the sale of 70% of its interest in
Penton Media Germany ("PM Germany"), a consolidated subsidiary, to Neue Medien
Ulm Holdings GmbH ("Neue Medien") for $0.8 million in cash, resulting in a loss
of approximately $0.9 million classified in loss (gain) on sale of

properties, on the accompanying consolidated statements of operations. The
Company retains a 15% interest in PM Germany, which includes a call/put option.
The Company accounts for its investment using the cost method, as the Company
does not exercise significant influence.

FORWARD-LOOKING INFORMATION (SAFE HARBOR STATEMENT)

This Annual Report on Form 10-K contains statements relating to Penton
Media, Inc. (including its future results and business trends) that are
"forward-looking statements" within the meaning of Section 27A of the Securities
Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934,
as amended, and are subject to the "safe harbor" created by those sections.
Although Penton believes that the expectations reflected in such forward-looking
statements are based upon reasonable assumptions, it can give no assurance that
its expectations will be achieved. Actual results or events may differ
materially from those projected as a result of certain risks and uncertainties.
These risks and uncertainties include, but are not limited to, those set forth
herein under the heading "Risk Factors." For this purpose, any statements
contained herein that are not statements of historical fact may be deemed to be
forward-looking statements. Without limiting the foregoing, the words
"believes," "anticipates," "plans," "expects," "seeks," "estimates" and similar
expressions are intended to identify forward-looking statements. These
forward-looking statements are made only as of the date hereof, and we undertake
no obligation to update or revise any of them, whether as a result of new
information, future events or otherwise.

OUR INDUSTRY

The b-to-b media industry provides information in various formats to
targeted business and professional audiences. B-to-b media include print
products such as magazines and newsletters; in-person media such as trade shows
and conferences; and online media, such as Web sites, Web conferences,
electronic newsletters, and electronic books.
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Through b-to-b media, marketers can reach targeted business and
professional audiences whose responsibilities include the buying or specifying
of products and services for their business organizations. Marketing
opportunities include advertising in specialized business magazines; exhibiting
at or sponsoring trade shows and conferences; sponsorship of digital media and
highly customized media products; and the strategic use of products related to
core media products, such as direct marketing mailing and e-mail lists, article
reprints and electronic reuse of content; and exclusive market intelligence and
data.

The b-to-b media industry suffered significant declines in 2001 and 2002 as
the weak economy, disappointing corporate profits and the lingering effects of
geopolitical events pressured many companies to reduce costs, including
marketing spending.

As the economy strengthened in 2003 and 2004 and companies gained
confidence in their business results and re-engaged in marketing investment,
b-to-b media experienced growth, albeit modest. Advertising pages in U.S. b-to-b
magazines grew 1.4%, and advertising spending in b-to-b magazines grew by 3.8%
in 2004, according to the Business Information Network ("BIN"). Net square
footage of exhibit space at trade shows held in North America grew by 1.5%, the
number of exhibiting companies expanded 1.6%, and attendance grew by 2.7%,
according to Tradeshow Week magazine. Many b-to-b media companies also
experienced significant growth in their online media product lines, as marketers
continued a trend of allocating increased spending to a wide range of Web-based
opportunities.

U.S. spending in b-to-b magazines and trade shows is projected to grow at a
compounded annual growth rate of 4.0% in the period 2003 to 2008, according to
the July 2004 Veronis Suhler Stevenson Media Merchant Bank's Communications
Industry Forecast & Report.

THE PENTON BUSINESS MODEL

Penton's strategic goal is to be the leading provider of integrated media
and marketing solutions in the target markets we serve.

5

Our business is organized along segment and industry lines, rather than
product lines. This business model allows our staff to develop deeper market
knowledge and experience that benefits our customers through our ability to
develop and produce the most relevant and timely information products, and our
ability to provide marketing counsel and services to marketers that reflect the
most current market conditions, trends and opportunities.

Operating in a market-focused manner also allows us to cross—-promote our
related groups of publications, trade shows and conferences, online media, and
custom media solutions to our customers. This enables our customers to utilize
multiple complimentary channels for delivering their marketing message to their
best sales prospects and provides us with the opportunity to capture a larger
share of our customers' total marketing expenditure.

IN PRINT: PUBLICATIONS

We publish specialized trade magazines in the United States. Of our 33
magazines that are audited by a third-party service, 25 magazines, or 76%, hold
the number-one or number-two market share position in their target markets,
based on the number of advertising pages. Our publications are recognized for
the quality of their editorial content; since 1990, our magazines have won more
than 880 editorial awards.
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We publish 43 trade magazines that are published six times or more per
year. These titles have a combined circulation of about 3.0 million subscribers.
Our magazines generate revenues primarily from the sale of advertising space and
are primarily distributed through controlled circulation free of charge to
qualified subscribers in our target industries. Subscribers to
controlled-circulation publications qualify to receive our trade magazines by
verifying, among other things, their responsibility for specific job functions,
including purchasing authority. We survey our magazine subscribers annually to

verify their continuing qualification.

BPA Worldwide,

an independent auditor of magazine circulation,
circulation information for the majority of our publications each year.

audits
These

audits verify that we have accurately identified the number and job
responsibilities of qualified subscribers and that those subscribers are
eligible to receive the relevant publication according to our established

criteria.

Each of our publications has its own advertising sales team and rate

structure. Some advertisers may qualify
multiple publications.

for discounts based on advertising in

We enable marketers to be more cost efficient in their

advertising purchases by providing a single source for reaching customers and
prospects in multiple but related markets.

In addition,

each of our publications has its own editorial staff.

To

preserve the editorial integrity of each publication's news reporting and

analysis,
of each publication.

credible editorial content, contributes

we seek to maintain separation between the editorial and sales staffs
We believe that our reputation for objective,

fair, and
significantly to our success. Seventeen

of our publications have served their industries for more than 50 years.

Our editorial staffs meet frequently with readers of their publications to

maintain a current understanding of the
readers in an effort to serve them more
resources to the study of trends in our
publications the most widely used among
editors and contributors are recognized

information needs and interests of those
effectively. We devote considerable
industries and strive to make our

their respective audiences. Many of our
as experts in their fields and are

regularly contacted by the general press to comment on developments and trends
in their markets.

We also publish print and online industry directories and buyers' guides,
which are respected sources of purchasing information for professionals in the
markets we serve.

IN PERSON:

TRADE SHOWS, CONFERENCES AND ROADSHOWS

We produce 35 trade shows and conferences, which attract attendees with
purchasing and specifying responsibility.

Attendees at our trade shows and conferences are professionals and managers
in the industries we serve. Our trade shows include extensive conference
programs, which provide a forum for the exchange and dissemination of
information relevant to attendees' professional roles and responsibilities.

Trade show exhibitors pay a fixed price per square foot for booth space. In
addition, we receive revenues from attendee fees and from exhibitor sponsorships
of promotional media.

Our conferences are supported by either attendee registration fees or
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marketer sponsorship fees, or a combination of both. The high quality and
unbiased nature of our conference content attract professional attendees. We are
able to cost-effectively promote to attendees by utilizing related media
products serving the same end-user audience. For example, potential attendees
are the readers of our magazines and the users of our Web sites and electronic
newsletters.

We also produce roadshow conferences, which are typically sponsored by a
single or small group of sponsors and address special topics of interest to
business attendees. The roadshow conferences take place in multiple markets as
determined by concentration of local attendees and the marketing objectives of
sponsors. As a turnkey organizer, Penton typically manages content development,
recruitment of presenters, attendee marketing and site logistics. While
sponsorship fees represent the greatest source of revenues for roadshows, we
sometimes also generate revenues from attendees.

ONLINE: WEB SITES AND ELECTRONIC NEWSLETTERS

We currently maintain 41 Web sites serving numerous markets. Our online
portfolio also includes electronic newsletters; Web conferences; sponsored
topic-specific microsites; and electronic books. These products provide timely
and focused information to highly targeted professionals, and typically are
sponsored by advertisers interested in delivering marketing information to these
professionals because of their product/service purchasing or specifying
responsibilities. We believe we have a competitive advantage in the online
business because of our established customer relationships in the markets we
serve, the industry and product development expertise of our staff, and the
opportunities we have to promote our online media to targeted audiences through
our magazines and trade shows.

CUSTOM MEDIA

Providing integrated media and marketing solutions to our customers also
involves producing customized media products that address specific marketing
communications objectives. We produce a wide range of customer-sponsored
communications, such as sponsored magazines, newsletters, catalogs, education
and training materials, electronic books and Web-based conferences.

We also sell a variety of ancillary products that our customers use in
their direct marketing and promotional efforts. These include article reprints
and rights for electronic re-use of our editorial content, and rentals of our
magazine subscriber and event attendee databases.

OUR BUSINESS SEGMENTS

Our five segments derive their revenues from in-print publications,
in-person trade shows and conferences, and online media to customers in the
industries we serve. These segment results are regularly reviewed by the
Company's executive management team to determine how resources will be allocated
to the segments and in assessing segment performance.

For information about the revenues from external customers, adjusted
segment EBITDA and total assets of each of our business segments, see Note
18 —— Segment Information, in the notes to consolidated financial statements
included herein. In addition, Item 7 —-- Management's Discussion and Analysis of
Financial Condition and Results of Operations, provides a description of segment
results.

INDUSTRY SEGMENT
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Content of our Industry publications, trade shows and conferences, and
online media products is geared to customers in the manufacturing,
design/engineering, mechanical systems/construction, and government/compliance
industries. Our Industry segment generated 35.2%, 36.5% and 35.0% of our total
revenues in 2004, 2003 and 2002, respectively. The percentages of the Industry
segment revenues by product line follow:

2004 2003 2002

5 o 0 eI o e o = S 92.7% 94.8% 93.6%
Trade shows and conferencCes. ... ..ttt ittt ittt eeeeeeennenns 2.8% 2.4% 4.3%
ONline MEAiaA . o v v ittt ittt ettt ettt ettt eeeeeeeeeeanaeeeenes 4.5% 2.8% 2.1%

MANUFACTURING:

Our manufacturing portfolio represented approximately 10.0% of our revenues
in 2004. This portfolio targets executives in manufacturing organizations,
managers of industrial facilities, material handling engineers, third-party
logistics providers, and management personnel in the machine tool and metals
industries. Many of our products in this portfolio have a long history and are
leaders in the industry. They include the following:

— IndustryWeek, first published in 1882, brings together senior
manufacturing executives to explore business issues, strategies, trends
and technologies that can help them succeed in today's "better, faster,
cheaper" global economy. IndustryWeek focuses on providing well-informed
ideas and best practices presented from an authoritative point-of-view.

— American Machinist, first published in 1877, focuses on the metalworking
marketplace, which consists of industries primarily engaged in
manufacturing durable goods and other metal products.

— Material Handling Management magazine reaches subscribers responsible for
material handling functions in manufacturing, warehousing and
distribution. Editorial content focuses on material handling
applications, technology and management strategies for increasing
productivity, cutting operating costs, improving safety, supporting
effective planning, and facilitating product/information flow.

— Logistics Today serves the transportation, warehousing and distribution,
technology, and global business markets. Its content focuses on what is
new, what others are doing, and what trends will impact future work.

— New Equipment Digest, first published in 1936, presents concise
descriptions and photos of new and/or improved industrial products,
materials, components, equipment and services that established companies
want to sell.

Competition for this portfolio includes the manufacturing demographic
editions of both BusinessWeek and Fortune magazines which compete against
IndustryWeek; Modern Machine Shop, published by Gardner Publications, which
competes against American Machinist; Modern Material Handling, which competes
with Material Handling Management; Logistics Management magazine, published by
Reed Business Information US ("Reed"), and Inbound Logistics, published by
Thomas Publishing Company, both of which compete with Logistics Today; and
Industrial Equipment News and Industrial Maintenance and Plant Operation, which
compete with New Equipment Digest.
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DESIGN/ENGINEERING:

The design/engineering portfolio represented approximately 8.8% of our
revenues in 2004. This portfolio serves the information needs of engineers and
designers in the original equipment manufacturer ("OEM"),

medical and biomedical markets, and designers and engineers of products that
incorporate hydraulic and motion systems technologies. Leading products in this
portfolio include the following:

— Machine Design magazine, first published in 1929, holds the greatest
share of advertising pages in its market. Machine Design serves design
engineers in the OEM market, process and consulting industries. It
provides design engineers with information on new technologies,
industrial developments, research and development activities, products,
and engineering procedures for designing manufactured products. Articles
concentrate on practical applications, new developments and solutions to
design problems.

- Hydraulics & Pneumatics serves design engineers, manufacturing engineers
and other technical personnel who are involved in buying or specifying
fluid power components, systems, materials and controls.

Competition in this portfolio includes Design News and Product Design &
Development magazines, which are published by Reed.

MECHANICAL SYSTEMS/CONSTRUCTION:

The mechanical systems/construction portfolio represented approximately
6.1% of our revenues in 2004. This portfolio serves engineers, designers, and
contractors in the mechanical systems (heating/ventilation/air
conditioning/refrigeration/plumbing) markets, as well as professionals in the
architectural and construction trades. Our leading products in this portfolio
have a long history in the industry and a reputation of excellence. They
include:

- Contracting Business, first published in 1944, is dedicated to the
residential, commercial and industrial mechanical systems contracting
marketplace. Its editorial coverage includes new market opportunities,
Internet technologies, design and engineering, and the service and
maintenance of heating/ventilation, air conditioning, refrigeration and
plumbing systems.

- For 50 years, Contractor magazine has been the news magazine for
mechanical contracting. Editorial content focuses on industry news,
market trends, business management advice and new product information
exclusively for plumbing, heating and piping contractors.

- HPAC Engineering magazine, first published in 1929, serves the growing
mechanical engineered systems market in the areas of building
construction, renovation and retrofit. Editorial content features
articles in the areas of systems design and sizing, facility and energy
management controls systems, energy and water efficiency, indoor air
quality, comfort management, and deregulation.

The main competitors for this portfolio are ACHR News and Plumbing &
Mechanical magazines, both published by Business News Publishing, as well as
Engineered Systems magazine, which is published by BNP Media.

10
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GOVERNMENT /COMPLIANCE :

The government/compliance portfolio represented approximately 10.3% of our
revenues in 2004. Products in this portfolio target government buyers and
professionals who manage industrial safety, occupational health and
environmental compliance. The leading products in this portfolio include:

- Government Product News, which was established in 1962 and ranks number
one in advertising market share, is a product information magazine read
by government managers, engineers, administrators, department heads and
procurement professionals who specify, plan and buy for city, county,
state, and federal governments. Editorial content includes products,
services and case histories.

— Occupational Hazards magazine, first published in 1938, serves the
occupational safety and industrial hygiene market. Editorial content
provides information to meet Occupational Safety and Health
Administration ("OSHA") and Environmental Protection Agency ("EPA")
compliance require-—

ments, improve the management of safety, industrial hygiene and
environmental programs, and to find products and services that protect
employees and property.

Government Product News has three main competitors: American City & County,
published by Primedia; Public Works, published by Hanley Wood; and Governing
Magazine, published monthly by Congressional Quarterly Inc. Occupational Hazards
magazine's main competitors are Occupational Health & Safety magazine, which is
published by Stevens Publishing, and Industrial Safety & Hygiene News magazine,
published by Business News Publishing.

TECHNOLOGY SEGMENT

Content of our Technology publications, trade shows and conferences, and
online media products is geared to customers in the electronics, enterprise
information technology, aviation and business technologies industries. Our
Technology segment generated 29.4%, 30.0% and 34.9% of our total revenues in
2004, 2003 (as restated) and 2002, respectively. The percentage of Technology
segment revenues by product line follow:

2004 2003 2002

50 o 0 eI o e o = S 63.5% 71.1% 68.2%
Trade shows and conferenCes. ... ..ttt ittt eeeeeennenns 16.6% 12.5% 19.2%
Online media and anCillary .. ..o e e et et eeeeeeeaneeeeenns 19.9% 16.4% 12.6%
ELECTRONICS:

The electronics portfolio represented approximately 9.8% of our revenues in
2004. Products in this portfolio reach electronics engineers and engineering
managers in the OEM, communications systems, microwave systems, wireless
applications and network design markets. Our largest magazines in this portfolio
include:

11
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— Electronic Design magazine, first published in 1952, focuses on new and
emerging technologies. The magazine reaches design engineers, engineering
managers and technical executive managers at the conceptual design stage,
where many product and technology decisions are initiated.

- Microwaves & RF magazine, first published in 1962, serves engineers and
engineering managers involved in high-frequency design. Target readers
work in both commercial and military applications at radio frequency and
microwave device, component, software, systems and test levels.

- EE Product News magazine, first published in 1941, provides new-product
information to engineers and engineering managers involved in electronic
prototype design.

Competition in this portfolio includes EE Times magazine, published by CMP
Media ("CMP"); EDN and ECN magazines, both published by Reed; Electronic
Products, published by Hearst Publishing, Microwave Journal, published by
Horizon House, and RF Design, published by Primedia.

ENTERPRISE INFORMATION TECHNOLOGY:

The enterprise information technology portfolio represented approximately
15.3% of our revenues in 2004. Our products in this portfolio serve
professionals involved with the Microsoft Windows NT/2000/.NET/XP and SQL, IBM
iSeries/AS400 and Lotus Domino application server environments; information
security; graphics applications; and the emerging market addressing convergence
of home office, controls and entertainment technologies. Leading products in
this portfolio include:

— Windows IT Pro Magazine, which serves Windows IT professionals by
providing problem-solving information about the Windows platform,
including Microsoft's .NET Framework, Windows XP, Windows 2000 and
Windows NT.

— iSeries NEWS magazine, which helps iSeries and AS/400 professionals make
strategic business decisions, solve programming problems, improve
performance and security, and assess hardware and software products.

10

- SQL Server Magazine is the independent guide to using SQL Server as a
business application development platform.

In addition, the enterprise information technology portfolio hosts numerous
roadshows throughout the year. A roadshow is a custom conference event bringing
buyers and sellers together in multiple cities to introduce products and
services and to generate sales leads for the sponsor.

Competitors for our media serving the Microsoft arena include: Windows
Server System, published by Fawcette Technical Publications; Redmond, published
by 101 Communications; SQL Server Professional, published by Pinnacle
Publishing; SQL Server Standard, published by Central Publishing Group; the
Microsoft Developers Network; Search 400.com; SQLServerCentral.com; and the SQL
Server Worldwide User Group. Our IBM portfolio's competitors include eServer
Magazine, published by MSP Communications; SpotLight Magazine, published by
Rochester Initiative; search400.com; ITJungle.com; and Lotus Advisor Magazine
and searchdomino.com, which are produced by Advisor Media.

AVIATION:

The aviation portfolio represented approximately 1.9% of our revenues in

12
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2004. This portfolio's products target executives in the worldwide commercial
airline industry. The leading product in this portfolio and in the market it
serves 1s Air Transport World magazine, which was first published in 1964.
Editorial content covers airline operations; information technology; alliances,
distribution; transport aircraft and engine programs; maintenance, repair and
operations; aero politics; safety and regulations; finance and leasing; airport
development; and air cargo. A major competitor in the aviation sector is Airline
Business magazine, which is published by Reed.

BUSINESS TECHNOLOGY:

The Business Technology portfolio represented approximately 2.4% of our
revenues in 2004. Media products in this portfolio target service providers and
other professionals who utilize Web technologies and services to achieve their
enterprises' e-business objectives. The leading product in this portfolio is
Business Finance magazine, which informs finance executives about the growing
role of finance within organizations due to changes in technology, business
strategy and economic trends and the implications of these changes for their
business practices and career development. The main competitor in the business
technology sector is CFO magazine, which is published by McGraw Hill.

LIFESTYLE SEGMENT

Content of our Lifestyle publications and trade shows and conferences is
geared to professionals in the natural products industry. Our Lifestyle segment
generated 17.0%, 15.4% and 12.9% of our total revenues in 2004, 2003 and 2002,
respectively. The percentages of the Lifestyle segment revenues by product line
follow:

2004 2003 2002

50 o 0 I o e o = S 33.4% 34.8% 36.4%
Trade shows and conferenCes. . ...ttt ittt ittt eeeeeeennenns 66.6% 65.2% 63.6%

The products in this portfolio serve the natural and organic products and
nutraceuticals markets, including producers of raw materials, manufacturers,
distributors and retailers. Leading products in this portfolio include the
following:

— The Natural Foods Merchandiser magazine provides information to companies
involved in the development, marketing, sales and distribution of natural
and organic products and dietary supplements.

— Delicious Living magazine 1is purchased by natural products retailers and
is distributed to their customers to educate and inform them about
natural products and healthy lifestyles. It provides articles on a wide
range of topics, including diet and nutrition, fitness, herbal medicine,
homeopathy, natural healing, cooking with natural foods, personal care,
and the environment.
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— The Natural Products Expo trade shows are held annually on the West and
East Coasts of the United States, in Europe and in Asia. In addition to
extensive exhibits, the shows offer educational conferences,
entertainment and a host of social events to foster personal and
professional growth. The combined conference and trade show format is
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designed to bring the industry together to learn and share information
with industry leaders.

Competition for The Natural Foods Merchandiser includes Vitamin Retailer,
published by VRM Inc., and Whole Foods Magazine, published by WFC Inc. Titles
competitive with our Delicious Living magazine include Body and Soul, published
by Omnimedia, Better Nutrition, published by Active Interest Media, and Energy
Times, published by Energy Times Inc.. The primary competitors for our Natural
Products Expos are the Fancy Foods Show, which is owned by the National
Association for the Specialty Food Trade, the Food Marketing Institute show, and
the National Nutritional Foods Association show.

RETAIL SEGMENT

Content of our Retail publications, trade shows and conferences, and online
media products is geared to customers in the foodservice, convenience store
retailing and hospitality markets. Our Retail segment generated 9.8%, 9.7% and
8.3% of our total revenues in 2004, 2003 and 2002, respectively. The percentages
of the Retail segment revenues by product line follow:

2004 2003 2002

5 o 0 I o e o = S 92.4% 90.0% 91.1%
Trade shows and conferenCes. ... ..ttt ittt ittt eeeeeennenns 6.0% 8.0% 6.9%
Online media and anCillary .. ..o e e oot eeeeeeeaneeeeenns 1.6% 2.0% 2.0%

Our retail portfolio targets full-service restaurant operators; decision
makers in institutional foodservice and retail and large-volume baking
operations; management staff at convenience store headquarters; and executives
and management personnel in the hospitality industry. Leading magazines in this
portfolio include:

— Modern Baking magazine, which serves bakeries offering higher quality
bakery foods, including retail, supermarket in-store and specialty
wholesale bakeries, and foodservice operators that bake on premise;

- Food Management magazine, which serves the noncommercial foodservice
market, including food operations at colleges and universities, schools,
healthcare providers, the military and airlines;

- Restaurant Hospitality, which is targeted to full-service restaurants;

— Convenience Store Decisions magazine, which focuses on reaching
management personnel in the convenience store industry; and

— Lodging Hospitality magazine, which was first published in 1949 and
serves the lodging industry, including hotel owners, operators and
developers.

We also provide the bakery-net.com Web site, which has over 20,000
registered qualified users and includes a bakery buyers guide. In addition, our
National Convenience Store Advisory Group provides event forums for interaction
with top management among retail operators, manufacturers and wholesalers.

Competition for our baking magazines primarily includes Baking Buyer,
published by Sosland Publishing Co.; Baking & Snack magazine, published by
Sosland Publishing; and Snack Food and Wholesale Baking magazine published by
Stagnito Communications. Competitors for our restaurant magazines include
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Nation's Restaurant News, published by Lebhar-Friedman; Restaurants and
Institutions,published by Reed; Restaurant Business, published by Ideal Media;
and Food Arts, published by M. Shanken Communications. The key competitor for
Food Management is FoodService Director, published by Ideal Media. Competitors
in the convenience store market include Convenience Store News, published by VNU
Business Publications ("VNU"), and Convenience Store Petroleum, published by CSP
Information Group. Competitors for our hospitality market include Hotel & Motel
Management magazine, owned by Advanstar Communications, and Hotel Business
magazine, owned by ICD Publications.
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INTERNATIONAL SEGMENT

Content of our International publications, trade shows and conferences, and
online media products is geared to out-of-home leisure, technology and
manufacturing professionals primarily in the United Kingdom. Our International
segment generated 8.6%, 8.4% and 8.9% of our total revenues in 2004, 2003 and
2002, respectively. The percentages of the International segment revenues by
product line follow:

2004 2003 2002

U o 0 I o e o = 18.0% 24.4% 15.7%
Trade shows and conferencCes. ... ..ttt tteeeeeeeennenns 74.0% 68.4% 83.0%
Online media and anCillary .. ..o e e oot eeeeeeeaneeeennns 8.0% 7.2% 1.3%

The international portfolio represented approximately 8.6% of our revenues
in 2004. This portfolio serves professionals managing leisure and recreation
facilities and outdoor sports and grounds facilities in Europe. The leading
products in this portfolio include our International Leisure Industry Week
exhibition held annually in the United Kingdom, our Internet World UK Show, and
our Motion and Control trade show. Additional information on our leading
products is as follows:

— Our Leisure Industry Week ("LIW") trade show was established in 1989 and
is the UK's largest and longest-running trade show and conference serving
the out-of-home leisure and hospitality market. The show is attended by
more than 13,000 operators of theme parks, family entertainment centers,
private and public sector leisure and sports venues, health and fitness
clubs, museum and heritage sites, and leading tourist attractions.

— The Internet World UK trade show provides networking opportunities for
industries and disciplines affected by the Internet. Internet World is a
b-to-b Internet event that covers the vertical markets that make up the
Internet industry, including new media marketing; Web content management;
enterprise content management; CRM, ISP and hosting; broadband; and 3G,
mobile and wireless, and SMS.

— The Motion and Control event targets to hydraulics and pneumatics
manufacturers and specifiers. The event is the UK's largest fluid power
exhibition encompassing all aspects of motion control and power
transmission, and is attended by users of hydraulic and pneumatic
equipment, components, supplies and services.

LIW has no direct competitors, though there are a number of shows which
cross over with some sections of LIW, including Euro Amusement Show for the
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European theme park market, Hospitality Week/Hotel Olympia in the UK, and FIBO,
which targets the European fitness industry and is held in Germany, and the UK's
Professional Beauty show, which targets health center and spa markets.
Competitors for the Internet World UK trade show primarily includes Adtech,
organized by IMP; Online Marketing, produced by Centaur; and Content Management
Europe, a VNU event. The main competitor for our Motion and Control event is The
Drive Show, which is produced by Kamtech.

DIVESTITURES

In December 2004, the Company completed the sale of 70% of its interest in
PM Germany, a consolidated subsidiary, to Neue Medien Ulm Holdings GmbH ("Neue

Medien") for $0.8 million in cash. PM Germany was part of our International
segment. The sale did not qualify as discontinued operations under SFAS No. 144,
"Accounting for the Impairment or Disposal of Long-Lived Assets" ("SFAS 144").

Consequently, the related loss on sale of $0.9 million is included in loss on
sale of properties on the accompanying consolidated statements of operations. At
December 31, 2004, the Company retains a 15% interest in PM Germany, which
includes a call/put option. The Company accounts for its investment using the
cost method, as the Company does not exercise significant influence.

In January 2003, the Company completed the sale of the assets of its PTS
group, which was part of our Industry segment, to Cygnus Business Media, Inc.
for total consideration of approximately $3.2 million. The cash received from
the sale was used to pay down the Company's outstanding credit facility. A gain
of approximately $1.4 million on the sale was recorded in the first quarter of
2003. The results of PTS are
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included as a component of discontinued operations in the accompanying
consolidated statements of operations.

In December 2002, the Company completed the sale of the assets of PM
Australia, which was part of our Technology segment, to AJB Publishing Pty
Limited for total consideration of approximately $0.1 million. Approximately
$0.01 million was paid in cash upon closing, with the remaining consideration
received in 12 equal monthly installments starting in July 2003. The cash
received from the sale was used to pay down the Company's outstanding credit
facility. The related loss on the sale of approximately $0.6 million is included
as a component of discontinued operations in the accompanying consolidated
statements of operations.

In December 2002, the Company disposed of four other properties. Three of
these properties, Streaming Media, Boardwatch and ISPCON, were part of our
Technology segment. The other property, A/E/C, was part of our Industry segment.
The aggregate consideration for these properties was approximately $0.9 million.
The cash received from these sales was used to pay down the Company's
outstanding credit facility. The sale of the properties resulted in a loss of
approximately $0.9 million and is included in operations as loss on sale of
properties in the accompanying consolidated statements of operations as these
properties did not qualify for discontinued operations treatment.

CUSTOMERS

We serve a diverse group of customers worldwide in the industries we serve.
We market our products directly to customers through our internal marketing and
sales force. None of our customers accounted for more than 1.9% of our total
revenues in 2004. Our top 10 customers accounted for approximately 5.2% of our
total revenues in 2004.
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COMPETITION
We experience intense competition for our products and services. We compete
with several much larger international companies that operate in many markets
and have broad product offerings in both publishing and trade shows and
conferences. We compete for readers and advertisers in the publishing
marketplace, which is fragmented. According to industry sources, in March 2005,
there were about 1,500 publishing companies and more than 5,200 trade magazine
titles.
Our publications generally compete on the basis of:
- editorial quality and integrity;
- quantity and quality of circulation;
- the strength of complementary products serving the same niche;
— the effectiveness of sales and customer service; and

- advertising rates.

In certain markets we serve with our trade shows and conferences, we
compete for venues, exhibitors, sponsorships and show attendees.

Our trade shows and conferences generally compete on the basis of:
— the availability of attractive venues and dates;
- the quality and integrity of educational offerings;

— the ability to provide events that meet the needs of particular market
segments;

- the ability to attract qualified attendees; and

— the ability to provide high-quality show services, exhibition space
and attractive marketing and sponsorship opportunities.

14
As online media has gained favor for both information delivery and for
marketing purposes, there has been a major influx of new product offerings by
b-to-b media companies and other information providers who represent added
competition.
Our online media products generally compete on the basis of:
- quality and uniqueness of information content;
- quality and speed of sales lead generation;
— technical quality and the related ease of use for the end user;
- product development speed; and
- advertising and sponsorship rates.

OUR BUSINESS STRATEGY

Over the past four years, Penton has responded aggressively to the severe
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downturn in our financial performance. We substantially reduced the Company's
fixed costs by reducing our net headcount by 56.5% in the period 2001 to 2004,
including 71 positions in 2004; freezing our pension plan and introducing a
defined contribution plan; reducing capital spending; outsourcing certain
corporate and division functions; renegotiating key vendor contracts; and
implementing process improvements.

Our strategy for restoring stockholder value is now directed toward
expanding revenues so that the operating leverage that these cost savings has
created will result in improved cash flows and return the Company to a positive
net cash flow position.

The key elements of our strategy are to:

— Provide each of our customer markets with a full range of media across

all information delivery channels, including print, in-person and
online media, thereby capturing a significant portion of available
marketing expenditures;

- Leverage our customers' desire to utilize online media to reach their
marketing objectives by ensuring we offer a robust portfolio of
digital media offerings, including traditional Web site advertising;
search engine advertising; Web-based conferencing; e-newsletters; and
e-books;

- Extend the market equity of our long-established, respected print
media brands by launching new products and services in emerging,
related markets;

— Provide valued services that build community and meaningful
buyer-seller connections in the markets we serve, thereby

differentiating Penton from its competitors;

— Develop a corporate culture that thrives through open communication
and effective cross-sharing of business ideas; and

— Continue to seek cost efficiencies and business process improvements.
DOMESTIC AND FOREIGN REVENUES AND ASSETS

Domestic revenues of our products and services constituted 89.7%, 90.2%,
and 89.1% of total revenues for the years ended December 31, 2004, 2003 (as

restated) and 2002, respectively. Foreign revenues totaled 10.3%, 9.8% and 10.9%

of our revenues for the years ended December 31, 2004, 2003 (as restated) and
2002, respectively. In 2004, 2003 (as restated) and 2002, 81.9%, 81.0% and
74.9%, respectively, of these foreign revenues were generated by Penton Media
Europe Limited, a subsidiary of Penton located in the United Kingdom. See Note
18 —— Segment Information, in the notes to consolidated financial statements

included herein, for a description of the Company's assets located in the United

States and in the United Kingdom.
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PRODUCTION AND DISTRIBUTION

All of the Company's print products are printed and bound by independent
printers. We have a non-cancelable service contract through 2006 that provides
for the printing of a majority of our magazines. In 2005, we signed a new
printing agreement with our current service provider, which extends through
2011. If additional printing capacity is needed, we believe that additional
printing services are readily available at competitive prices.
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The principal raw material used in our print publications is paper. We
believe that the existing arrangements providing for the supply of paper are
adequate, and, in any event, alternative sources are available. Paper costs
accounted for approximately 8.0%, 7.8% and 8.4% of our total editorial,
production and circulation costs for the years ended December 31, 2004, 2003 and
2002, respectively. Paper prices are affected by a variety of factors, including
demand, capacity, pulp supply, and general economic conditions.

Substantially all of our publications are delivered by the United States
Postal Service within the continental United States. Consequently, postage costs
are subject to postage rate changes. Postage costs represent a significant
expense, accounting for approximately 13.3%, 14.5% and 14.2% of our total
editorial, production and circulation costs for the years ended December 31,
2004, 2003 and 2002, respectively. Most of the Company's magazines are packaged
and delivered to the United States Postal Service directly by the printer.
Postage rates increased on June 30, 2002. In April 2003, President Bush signed
legislation that will hold postal rates stable until at least 2006.

TRADEMARKS AND INTELLECTUAL PROPERTY RIGHTS

We regard our copyrights, trademarks, service marks and similar
intellectual property as critical to our success and rely upon copyright and
trademark laws, as well as confidentiality agreements with our employees and
others, to protect our rights. We pursue the registration of our material
trademarks in the United States and, depending upon use, in other countries.
Effective trademark and copyright protection may not be available in every
country in which our publications and services are available.

We may be subject to claims of alleged infringement of our trademarks or
our licenses of trademarks and other intellectual property rights of third
parties from time to time in the ordinary course of business. We do not believe
that any legal proceedings or claims are likely to have, individually or in the
aggregate, a material adverse effect on our business, financial condition or
results of operations.

SEASONALITY

We may experience seasonal fluctuations as trade shows and conferences held
in one quarter in the current year may be held in a different quarter in future
years.

EMPLOYEES

On December 31, 2004, we employed 779 people, primarily in the United
States. None of our employees are represented by a labor union, and we consider
relations with our employees to be good.

RISK FACTORS

The following are factors that may affect our actual operating results and
could cause results to differ materially from those in any forward-looking
statements. In addition to the other information contained in this document, you
should carefully consider the following risk factors.

We are incurring substantial operating losses, we anticipate additional future
losses and we must increase our revenues to become profitable.

We incurred net losses of $67.2 million, $93.1 million and $296.5 million
in 2004, 2003 (as restated) and 2002 (as restated), respectively. We face an
environment of uncertainty, and visibility for the Company's
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business, particularly advertising sales, remains limited. We expect that we
will continue to incur operating losses in the near term.

In order to return to profitability, we must achieve substantial revenue
growth. Revenue growth will depend on a recovery in marketing spending in
traditional b-to-b media along with continued growth from new online media
offerings. Although we have implemented a number of expense reduction and
restructuring initiatives to more closely align our cost structure with the
current business environment, expense reductions alone, without revenue growth,
will not return us to profitability. We cannot assure you as to whether or when
we will return to profitability or whether we will be able to sustain such
profitability, if achieved.

We depend on advertising revenues, which decrease during economic downturns and
fluctuate from period to period.

For the years ended December 31, 2004, 2003 (as restated), and 2002, about
58.6%, 62.0% and 59.7%, respectively, of our revenues came from advertising in
our publications. Our advertising revenues fluctuate with general economic
cycles, and any material decline in these revenues could have a material adverse
effect on our business, results of operations and financial condition.
Historically, advertising revenues have increased during economic recoveries and
decreased during both general economic downturns and regional economic
recessions. In a general economic downturn or a recession, advertisers reduce
their advertising budgets, intensify their attempts to negotiate lower
advertising rates and pay outstanding invoices more slowly. We have experienced
some of these effects in 2002, 2003 and 2004. Our advertising revenues decreased
by 9.0% from 2002 to 2003 and by 2.4% between 2003 and 2004. If the anticipated
recovery in marketing spending in traditional b-to-b media does not take place,
or is significantly delayed, our results of operations may be adversely
affected.

We have a significant amount of debt.

At December 31, 2004, we had total indebtedness of approximately $329.1
million, net of approximately $3.0 million of original-issue discount on our
Subordinated Notes and approximately $0.5 million of original-issue discount on
our Secured Notes. Subject to restrictions in our debt instruments, we had the
ability to incur additional indebtedness of approximately $39.7 million under
our credit facility at December 31, 2004.

The level of our indebtedness could have important consequences, including:
- Limiting cash flow available for general corporate purposes, including
capital expenditures, because a substantial portion of our cash flow

from operations must be dedicated to servicing our debt;

- Limiting our ability to obtain additional debt financing in the future
for working capital, capital expenditures or acquisitions;

- Making us more vulnerable in the event of a further downturn in
general economic conditions or in our business; and

- Limiting our flexibility in reacting to competitive and other changes
in our industry.

Our current debt levels have subjected us to the risks described above. If
new debt is added to our current debt levels, these risks could intensify.
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We may not be able to service our debt.

Our ability to pay or to refinance our indebtedness will depend upon our
future operating performance, which will be affected by general economic,
financial, competitive, business, and other factors beyond our control.

We cannot assure you that our business will generate sufficient cash flow
from operations, that currently anticipated revenues and cost-saving efforts
will be realized on schedule or at all, or that future borrowings will be
available to us under our credit facility or otherwise in amounts sufficient to
enable us to service our debt
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obligations, to pay our indebtedness at maturity or otherwise, or to fund our
other liquidity needs. If we are unable to meet our debt obligations or fund our
other liquidity needs, we may need to further restructure or refinance our
indebtedness, sell assets or seek additional equity capital. We cannot assure
you that we will be able to accomplish those actions on satisfactory terms, if
at all, which could cause us to default on our obligations and impair our
liquidity. Our ability to restructure or refinance will depend on the capital
markets and our financial condition at such time. Any refinancing of our debt
could be at higher interest rates and may require us to comply with more onerous
covenants, which could further restrict our business operations. In addition,
the terms of the convertible preferred stock and warrants to purchase common
stock, including the conversion price, dividend and liquidation preference
adjustment provisions, could result in substantial dilution to holders of our
common stock. The redemption price premiums, and board representation rights,
could negatively impact our ability to access the equity markets in the future.

Because a significant portion of our operations are currently conducted
through our subsidiaries, our ability to pay our indebtedness is also dependent
on the cash flows of our subsidiaries and the distribution of those cash flows
to us, or upon loans or other payments of funds by our subsidiaries to us. The
ability of our subsidiaries to make distributions or other payments to us will
depend upon their operating results, applicable laws and any contractual
restrictions contained in the instruments governing their indebtedness. If money
generated by our subsidiaries is not available to us, our ability to repay our
indebtedness may be adversely affected.

The terms of our debt instruments and convertible preferred stock impose
financial and operating restrictions.

The indentures governing our Subordinated Notes and our Secured Notes, our
loan and security agreement and our convertible preferred stock contain
restrictive covenants that limit our ability to engage in a variety of
transactions, including incurring or guaranteeing additional indebtedness,
making investments, creating liens on our assets, transferring or selling our
assets, paying dividends or engaging in certain mergers, acquisitions or
consolidations. The terms of our credit facility prohibit us from voluntarily
prepaying certain indebtedness.

A breach of any of the covenants or other provisions in our debt
instruments could result in a default thereunder. Upon the occurrence of an
event of default under our debt instruments, the lenders could elect to declare
all amounts outstanding thereunder to be immediately due and payable and
terminate all commitments to extend further credit, which would adversely affect
our ability to fund our operations. An acceleration of amounts due under our
loan and security agreement would cause us to be in default under the indenture
governing our Subordinated Notes and our Secured Notes, resulting in the
acceleration of all outstanding amounts, and vice versa, given certain
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thresholds. If we are unable to repay any accelerated amounts under our debt
instruments, the respective lenders/holders could proceed against the collateral
granted to them to secure that indebtedness. If the lenders/holders under our
debt instruments accelerate the repayment of borrowings, we cannot assure you
that we will have sufficient assets to repay all of our indebtedness.

We are controlled by our Series C preferred stockholders whose interests may
differ from the interests of the common stockholders.

Effective at the annual meeting of stockholders on July 15, 2004, the
number of board members was reduced from 11 to 8. With this reduction, the
holders of the convertible preferred stock achieved and now constitute a
majority of the Company's Board of Directors. In addition, the Board of
Directors named Royce Yudkoff as its non-executive chairman. Mr. Yudkoff is a
co-founder of ABRY Partners, LLC and currently serves as its president and
managing partner. Affiliates of ABRY Partners, LLC own the majority of the
Company's convertible preferred stock.

Circumstances may occur in which the interests of our Series C preferred
stockholders could be in conflict with the interests of our common stockholders.
As a result of their majority position, the Series C preferred stockholders have
the power to appoint new management as well as the power to approve acquisitions
or sales of our assets. If the Company is sold, we cannot assure the common
stockholders that
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there will be enough proceeds from the sale to pay off all of our outstanding
debt, the outstanding amount due to the Series C preferred stockholders, and
have funds remaining for the common stockholders. If the Company would have been
sold as of March 31, 2005, the bondholders would be entitled to receive $330.3
million and the Series C preferred stockholders would be entitled to receive
$144.8 million before the common stockholders would receive anything for their
common shares.

If the U.S. and European economies worsen, the cost-saving efforts we
implemented may not be sufficient to achieve the benefits we expect.

In 2002 and 2003, we experienced a significant decline in revenue, due
primarily to weak economic conditions, which were exacerbated by the threat of
additional terrorist attacks and the war with Irag. Although revenues in 2004
increased by 3.2%, we cannot predict what the economy will do in the future. We
have taken a number of steps designed to improve our profits and margins despite
consistent-level or declining revenues. We have sold properties that were
underperforming; restructured a number of our businesses and support
departments; and reduced overhead infrastructure by consolidating and closing
several facilities, centralizing enterprise information technology services and
outsourcing certain corporate functions. As a result, we recorded special
charges to our income of $16.4 million in 2002, $5.9 million in 2003 (as
restated), and $6.2 million in 2004. If the U.S. and European economies worsen,
or if additional terrorist attacks occur, our revenues may decline. If revenues
decline beyond our expectations, the cost-saving efforts we implemented in 2002,
2003 and in 2004 will likely not achieve the benefits we expect. We may be
forced to take additional cost-saving steps that could result in additional
charges and otherwise have a material adverse affect on our business.

The profitability and success of our trade shows and conferences could be
adversely affected if we are unable to obtain desirable dates and locations.

In 2004, about 24.2% of our revenues came from trade shows and conferences.
We compete for desirable dates and venues for our trade shows and conferences.
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If this competition intensifies, we may be unable to schedule important
engagements. If we are unable to obtain desirable dates and venues for events,
the profitability and future success of these events could be adversely
affected. Although we generally reserve venues and dates more than one year in
advance, these reservations are not binding until we sign a contract with a
facility operator. These contracts generally hold venues and dates for only one
year. In addition, because trade shows and conferences are held on pre-scheduled
dates at specific locations, the success of a particular trade show or
conference depends upon events outside or our control, such as natural
catastrophes, labor strikes and transportation shutdowns.

A significant portion of our revenues and operating margin is generated from our
Natural Products Expo East and Natural Products Expo West trade shows. A major
decline in the performance of these shows would significantly reduce our
revenues and operating income.

For the year ended December 31, 2004, our Natural Products Expo East and
Natural Products Expo West trade shows represented approximately 10.3% of our
total revenue and approximately 28.9% of operating margin. We expect that the
Natural Products Expo East and Natural Products Expo West trade shows will
continue to represent a significant portion of our overall revenue and operating
margin in the future. Therefore, a significant decline in the performance of one
or both of the Natural Products Expo East and Natural Products Expo West trade
shows could have a material adverse effect on our financial condition and
results of operations.

A terrorist attack or the outbreak of disease could have a significant effect on
our trade shows.

The events of September 11, 2001 had a material adverse impact on the
Company. The occurrence of another terrorist attack could again have a material
adverse impact on the Company and its operations.

In 2003, there was an outbreak of Severe Acute Respiratory Syndrome
("SARS"), which primarily had an adverse impact on the Company's Asia trade
show. If there were another outbreak of a disease (such as
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SARS) that affected travel behavior, particularly in the U.S., it could have a
material adverse impact on the Company's trade show operations.

Our trade shows, conferences and publishing revenues vary due to the movement of
annual events or publication mailing dates and the timing of our customers'
product launches.

Our trade shows, conferences and publishing revenues are seasonal, due
primarily to the timing of our large trade shows and conferences and the mailing
dates of our magazines and industry directories. Because event revenues are
recognized when a particular event is held, and publication revenues are
recognized in the month publications are mailed, we may also experience
fluctuations in quarterly revenues based on the movement of annual events or
mailing dates from one quarter to another. In 2004, about 25.6% of our total
revenues was generated during the first quarter, about 24.0% during the second,
about 24.8% during the third, and about 25.6% of our revenues was generated
during the fourth quarter.

In addition, our trade show and conference revenues may fluctuate from
period to period based on the spending patterns of our customers. Many of our
large customers concentrate their trade show participation around major product
launches. Because we cannot always know or predict when our large customers
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intend to launch new products, it is difficult to anticipate any related
fluctuations in our trade show and conference revenues.

We depend on key personnel and the loss of any of those employees could impair
our success.

We benefit from the leadership and experience of our senior management team
and other key employees, and we depend on their continuing services in order to
successfully implement our business strategy. In addition, our success is
dependent on our ability to attract, train, retain and motivate high-quality
personnel. Although we have entered into employment agreements with David
Nussbaum, Preston L. Vice and Darrell Denny, they and other key personnel may
not remain in our employment. The loss of a number of key personnel could have a
material adverse effect on our business, results of operations and financial
condition. We do not maintain "key person" life insurance with respect to our
senior management team.

Competition may adversely affect our earnings and results of operations.

We experience intense competition for our products and services. If we fail
to compete effectively, our earnings and results of operations could be
adversely affected. We compete for readers and advertisers in the publishing
marketplace and for trade show and conference venues, exhibitors, sponsorships
and show attendees. Because our industry is relatively easy to enter, we
anticipate that additional competitors, some of whom may have greater resources
than we do, may enter these markets and intensify competition.

Our overall operations may be adversely affected by risks associated with
international operations.

We have operations outside the United States. The following risks in
international markets could have a material adverse effect on our future
international operations and, consequently, on our business, results of
operations and financial condition:

— the uncertainty of product acceptance by different cultures;

- difficulties in staffing and managing multinational operations;

— general economic and political uncertainties and potential for social
unrest;

- limitations on our ability to enforce legal rights and remedies;

- reduced protection for intellectual property rights in some countries;

- state-imposed restrictions on the repatriation of funds; and

- potentially adverse tax consequences.

20
New product launches or acquired products may reduce our earnings or generate
losses.

Our future success will depend in part on our ability to continue offering
new products and services that gain market acceptance by addressing the needs of
specific audience groups within our targeted industries. Our efforts to
introduce new or to integrate acquired products may not be successful or

profitable. The process of internally researching, developing, launching,
gaining acceptance and establishing profitability for a new product, or
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assimilating and marketing an acquired product, is both risky and costly.

Costs related to the development of new products and services are expensed
as incurred and, accordingly, our profitability from year to year may be
adversely affected by the number, timing, and scope of new product launches.

The infringement or invalidation of our proprietary rights could have an adverse
effect on our business.

We regard our copyrights and trademarks, including our Internet domain
names, service marks and similar intellectual property, as critical to our
success. We rely on copyright and trademark laws in the United States and other
jurisdictions and on confidentiality agreements with some of our employees and
others to protect our proprietary rights. If any of these rights were infringed
or invalidated, our business could be adversely affected. In addition, our
business activities could infringe or be alleged to infringe upon the
proprietary rights of others, who could assert infringement claims against us.
If we are forced to defend against any such claims, whether they are with or
without merit or are determined in our favor, then we may face costly
litigation, diversion of technical and management personnel, or product and
service delays. As a result of such a dispute, we may have to develop
non-infringing technology or enter into royalty or licensing agreements. Such
royalty or licensing agreements, if required, may be unavailable on terms
acceptable to us, or at all. If there is a successful claim of infringement
against us and we are unable to develop non-infringing technology or enter into
royalty or licensing agreements on a timely basis, our business could be
adversely affected.

We seek to register our trademarks in the United States and elsewhere.
These registrations could be challenged by others or invalidated through
administrative process or litigation. In addition, our confidentiality
agreements with some of our employees or others may not provide adequate
protection of our proprietary rights in the event of unauthorized use or
disclosure of our proprietary information, or if our proprietary information
otherwise becomes known or is independently developed by competitors.

Reliance on principal vendors could adversely affect our business.

We rely on our principal vendors and their ability or willingness to sell
products to us on favorable price and other terms. Many factors outside our
control may harm these relationships and the ability or willingness of these
vendors to sell these products to us on such terms. Currently, our principal
vendors are paper suppliers, the United States Postal Service and printing
suppliers. If any of our principal vendors discontinues or temporarily
terminates its services and we are unable to find adequate alternatives, we may
experience increased prices, interruptions and delays in services. These factors
could adversely affect our business.

Increases in paper or postage costs could cause our expenses to increase and may
adversely affect our business.

Paper and postage are necessary expenses relating to our print products and
magazine distribution. In 2004, these expenses accounted for approximately 8.0%
and 13.3%, respectively, of our total editorial, production and circulation
costs. Significant increases in paper prices or in postage prices may have an
adverse effect on our business. We do not use forward contracts, and all of our
paper supply vendor arrangements provide for price adjustments to reflect
prevailing market prices. We use the United States Postal Service for domestic
distribution of substantially all of our magazines and marketing materials. If
we cannot pass significant increases in paper and postage costs through to our
customers, our financial condition and results of operations could be materially
adversely affected.

25



Edgar Filing: PENTON MEDIA INC - Form 10-K

21

ITEM 2. PROPERTIES

The Company leases all of its principal properties. The general
characteristics of the leased properties are as follows:

LEASE
SEGMENT LOCATION PRINCIPAL USE EXPIRATION
Industry/Corporate........... Cleveland, Ohio (1) General Offices 2010
Industry/Corporate........... Cleveland, Ohio Warehousing 2006
INAUSTLY e v v e e ettt eeeeeeee e Fremont, California(2) General Offices 2005
INAUSELY e o v e e ettt e et eeeee e Washington, D.C. General Offices 2005
Technology. v e e e eiieeeeennnn Darien, Connecticut (3) General Offices 2009
Technology. v e e e i eennnn New York, New York (2) General Offices 2009
Technology. v oo e i eennnn Paramus, New Jersey General Offices 2008
Technology. v e e e eennnn Loveland, Colorado General Offices 2005
Technology. v oo e eennnn Loveland, Colorado (4) Warehousing 2006
Technology. v e e e eeeennnn Isleworth, Middlesex, U.K. General Offices 2014
Technology. v e e e i eeennnn London, U.K. (4) General Offices 2010
Technology. v e e e i ennnn Los Gatos, California(2) General Offices 2005
Lifestyle. ... Boulder, Colorado General Offices 2006
Retail... ..., Des Plaines, Illinois General Offices 2007

(1) The Company is no longer occupying 57,500 square feet of office space at its
Cleveland, Ohio facility. The Company has sublet 28,766 square feet of this
space.

(2) The Company has sublet these offices for the remainder of their respective
lease terms.

(3) The Company has sublet a portion of the space for the remainder of the lease
terms.

(4) The Company is no longer occupying this space.

The Company has other smaller properties, including sales and/or general
offices under leases expiring through 2013, located in cities throughout the
United States, the United Kingdom and Hong Kong. We believe our facilities are
suitable and adequate for our present needs.

ITEM 3. LEGAL PROCEEDINGS

On November 3, 2003, a lawsuit was brought against the Company for an
unspecified amount by Allison & Associates, Inc. under the Telephone Consumer
Protection Act ("TCPA") which prohibits the transmission of unsolicited fax
advertisements. The lawsuit is a punitive class action that seeks to represent a
class of plaintiffs comprised of all individuals and entities who, during the
period November 3, 1999, through the present, received one or more facsimiles
sent by or on behalf of the Company advertising the commercial availability of
its products or services and who did not give their prior expressed permission
or invitation to receive such faxes. The statutory penalty for a single
violation of the TCPA is $500, although the penalty can increase to $1,500 per
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violation if the Company is found to have willfully or knowingly violated these
laws. The case is currently pending in the Richmond County, Georgia, Superior
Court, and the Company is complying with the Court's order for discovery. A
hearing on class certification is currently scheduled for May 3, 2005. The
Company is uncertain as to the outcome of this case.

In the normal course of business, Penton is subject to a number of lawsuits
and claims, both actual and potential in nature. While management believes that
resolution of existing claims and lawsuits will not have a material adverse
effect on Penton's financial statements, management is unable to estimate the
magnitude or financial impact of claims and lawsuits that may be filed in the
future.
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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 2004.

PART II

ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND
ISSUER REPURCHASES OF EQUITY SECURITIES

In June 2003, the Company was notified by the New York Stock Exchange
("NYSE") that it would begin delisting procedures of the Company's common stock.
The NYSE reached its decision because Penton had been unable to comply with the
NYSE's continued listing criteria, which include minimum levels for stock price,
market capitalization, and stockholders' equity. The NYSE took this action at
that time because Penton was not expected to be able to increase its equity to
the minimum listing requirements within the required time frame. On June 17,
2003, Penton's stock began trading on the Over-the-Counter Bulletin Board under
the symbol PTON.

The following tables set forth, for the periods indicated, the high and low
sales prices for Penton's common stock.

PRICE RANGE OF
COMMON STOCK

HIGH LOW

For the year ended December 31, 2004:
= O 15 i = $1.31 50.60
SECONA QUATE T e v v vt e et ettt e ettt et ettt ettt e eeeeneenns $0.78 $0.35
0 o I o = =l $0.42 $0.12
L X Bl o T 16 = = $0.17 50.08

PRICE RANGE OF
COMMON STOCK
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For the year ended December 31, 2003:

e = O 15 i = $0.84 $0.32
SECONA QUATE T e i v vt ettt ettt ettt ettt ettt et e eeeeneenns $0.80 $0.29
10 o I o = =l $1.70 $0.59
L X Bl o T 1 = = $1.52 $1.14

The Company had approximately 812 record holders of its common stock on
March 31, 2005.

Our dividend policy is determined by our Board of Directors. Any decision
to pay dividends in the future will be made by our Board of Directors based upon
the results of our operations and financial condition and such other matters as
our Board of Directors considers relevant. The terms of our outstanding
convertible preferred stock, however, limit the payment of dividends on the
common stock until all accrued dividends have been paid on the convertible
preferred stock. We may not pay accrued dividends on the convertible preferred
stock unless approved by the holders of not less than 75% of the then
outstanding shares of the convertible preferred stock. Furthermore, the
Company's ability to pay dividends is restricted by certain covenants in our
bond indentures and credit facility. No dividends were paid in 2003 or 2004.
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ITEM 6. SELECTED FINANCIAL DATA

The following table presents our selected financial data. You should read
the following information together with our audited consolidated financial
statements and related notes and Item 7 -- Management's Discussion and Analysis
of Financial Condition and Results of Operations, appearing elsewhere herein.

All historical amounts have been restated to reflect the classification of
(a) our Direct Mail segment, which was sold in March 2000; (b) our PM Australia
component, which was sold in December 2002; and (c) our PTS component, which was
sold in January 2003, as discontinued operations.

YEAR ENDED DECEMBER 31,

RESTATED
(DOLLARS AND SHARES IN THOUSANDS, o
EXCEPT PER SHARE DATA) 2004 2003 (1) 2002 (1) 2001 (11)
OPERATING RESULTS:
REVENUES .« vt v vt e e e e eneeeeseeeeensenaeeesseeennnns $ 212,663 $ 205,977 $ 234,935 $ 358,871
Operating exXpenses (2) « v v e ettt eeeeeeeeennenns 242,259 253,164 482,488 440,493
Operating income (lOSS) c v v v vttt nneeeeeeeennnnns (29,596) (47,187) (247,553) (81,622
Interest expense (4) « vttt e eennenns (38,010) (39,686) (38,193) (30,487
Interest INCOmMEe. . ...ttt i ittt tneenennn 278 523 768 1,862
Gain on sale of investments(9)............... —— —— 1,491 ——
Gain on extinguishment of debt(8)............ —— —— 277 ——
Other, Net (L10) v v vttt ittt ittt eeeeeeeennn 86 (724) (676) (2,015
Benefit (provision) for income taxes(3)...... 51 (6,795) 30,369 16,318
Income (loss) from continuing operations........ (67,191) (93,869) (253,517) (95,944
Income (loss) from discontinued operations... —— 738 (3,252) (8,163
Cumulative effect of accounting change(6).... - - (39,700) —=
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Net income (lOSS) v iiiiiiiiiiiiiii . (67,191) (93,131) (296,469) (104,107

Amortization of deemed dividend and accretion
of preferred stock(7) ... (12,190) (8,5306) (46,435) —=

Net income (loss) applicable to common

Stockholders. .ottt e e et e e e, S (79,381) $(101,667) $(342,904) $(104,107
Earnings per common share —-- basic:
Income (loss) from continuing operations..... S (2.35) S (3.07) S (9.26) S (3.00
Net income (loss) applicable to common
STOCKNOLAErS . v v ittt ittt e e e e e e e e S (2.35) S (3.05) S (10.59) S (3.26
Basic average shares outstanding............. 33,725 33,299 32,374 31,917
24

YEAR ENDED DECEMBER 31,

RESTATED
(DOLLARS AND SHARES IN THOUSANDS, o
EXCEPT PER SHARE DATA) 2004 2003 (1) 2002 (1) 2001 (11)
Earnings per common share —-- diluted:
Income (loss) from continuing operations..... S (2.35) S (3.07) S (9.26) S (3.00
Net income (loss) applicable to common
STOCKNOLAErS . v v ittt ettt e e e e e e S (2.35) S (3.05) S (10.59) S (3.26
Diluted average shares outstanding........... 33,725 33,299 32,374 31,917
CASH FLOWS AND OTHER DATA:
Cash flows:
Operating (5) « v e e ittt ittt e e e e e e $ (20,464) $ 27,715 $ (16,585) $ (18,248
07 Y w1 U O S (1,452) S 1,502 S (2,659) $ (29,550
FinanCing. o ettt it ettt ettt eeeneeeeennnn $ 95 S (6,531) s 5,959 $ 56,326
Capital expenditures......ueiiin et eeeeennnnn S (2,317) $ (3,294) $ (3,855) S (7,602
Depreciation and amortization................... $ 10,758 $ 13,808 $ 19,347 S 44,048
BALANCE SHEET DATA:
TOLAl ASSEE St ittt ittt ettt ettt ettt $ 247,374 $ 321,444 $ 415,449 $ 700,638
[T T A $ 176,162 $ 214,411 $ 251,972 $ 493,141
Total debl .ttt ittt ettt ettt $ 329,064 $ 328,613 $ 333,137 $ 364,765
Total long-term liabilities and deferred
(oot Y i i T $ 366,545 $ 366,168 $ 363,468 $ 369,965
Mandatorily redeemable preferred stock.......... $ 67,162 S 54,972 $ 46,435 S —=
Stockholders' equity (deficit)........ooiinoo... $(236,236) $(160,290) $ (72,608) $ 220,530
Footnotes:

(1) The information contained in the selected financial data has been restated
for 2003 and 2002. The impact of the restatement is as follows:

YEAR ENDED DECEMBER 31,

AS PREVIOUSLY AS PREVIOUSLY
REPORTED AS RESTATED REPORTED AS RESTATED
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OPERATING RESULTS:
Revenues...... ...
Operating exXpenses.......oeeeeeeenn.

Operating income (lOSS) «.eveeeeennnn.
Interest expense........cviiiiin.n
Interest income...........ciuvii...
Gain on sale of investments........
Gain on extinguishment of debt.....
Other, net..... .. innnn..
Benefit (provision) for income

Income (loss) from continuing

operations. ... ...t

Income (loss) from discontinued
operations.......iiiiiii..

Cumulative effect of accounting
change. ... ..ttt

Net dncome (10SS) i v ittt i

Amortization of deemed dividend and
accretion of preferred stock....

Net income (loss) applicable to
common stockholders................

Earnings per common share —- basic:
Income (loss) from continuing
operations.......iiiiiiiii..
Net income (loss) applicable to
common stockholders.............
Basic average shares outstanding...
Earnings per common share —-- diluted:
Income (loss) from continuing
operations.......iiiiiiiii..
Net income (loss) applicable to
common stockholders.............
Diluted average shares
outstanding...........ciii...
CASH FLOWS AND OTHER DATA:
Cash flows:

(DOLLARS AND SHARES IN THOUSANDS,

$ 206,260
255,013
(48,753)
(39,686)

523

(724)
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AS PREVIOUSLY

REPORTED
2003

(DOLLARS AND SHARES IN THOUSANDS,

(88,587)
738
(87,849)
(8,886)

$ (96,735)
$ (2.93)
$ (2.91)
33,299

$ (2.93)
$ (2.91)
33,299

$ 205,977
253,164

EXCEPT PER SHARE DATA)

$ 235,106
482,659
(247,553)
(38,193)

768

1,491

277
(676)

YEAR ENDED DECEMBER 31,

AS RESTATED

2003

AS PREVIOUSLY

REPORTED
2002

EXCEPT PER SHARE DATA)

(93,869) (243,372)
738 (3,252)

- (39,700)
(93,131) (286,324)
(8,536) (46,174)
$(101,667) $(332,498)
$ (3.07) $ (8.94)
$ (3.05) $  (10.27)
33,299 32,374

$ (3.07) $ (8.94)
$ (3.05) $  (10.27)
33,299 32,374

S 234,935
482,488

(247, 553)
(38,193)
768
1,491
277
(676)

AS RESTATED
2002

(253,517)

(3,252)

$ (9.26)
S (10.59)

32,374
$ (9.26)
S (10.59)

32,374
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Operating. ... e ennneeeeennn $ 27,715 $ 27,715 $ (16,585)

Investing. oottt it it eeeeeenn $ 626 $ 1,502 S (3,307)

FinanCcing......eeeeeeeeneeeeennn $  (5,655) $  (6,531) $ 6,607
Capital expenditures............... S (3,294) S (3,294) S (3,855)
Depreciation and amortization...... $ 13,790 $ 13,808 $ 19,329

BALANCE SHEET DATA:

Total aSSetsS. v i i eeeeennnnnnnn $ 318,890 $ 321,444 $ 414,772
GoodwWill. ittt e $ 214,411 S 214,411 $ 251,972
Total debt ...ttt $ 328,613 $ 328,613 $ 333,137
Total long-term liabilities and

deferred credits................ $ 348,816 $ 366,168 $ 352,664
Mandatorily redeemable preferred

StoCK . i e e $ 55,060 S 54,972 S 46,174
