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For the fiscal year ended December 31, 1976 Commission file number 1-4278 

Capital Cities Communications, Inc. 
{Exact name of registrant as specitied in ils charter) 

New York State 
(State or other jurbdlctlon of 
incorporatitm or orRanization) 

24 East 51st Street, New York, N.Y. 
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14-1284013 
(J.R.S Employer 

Identification No.} 

10022 
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Registrant's telephone number, including area code (212) 421-9595 

Securities registered pursuant to Section 12(b) of the Act: 

(Title flf each chtss) 

Common stock, $1.00 par value 

(Name of each exchange 
on which regislcrcd) 

New York Stock Exchange 

Securities registered pursuant to Section 12(g) of the Act: 

(Title of class) 

None 

Indicate by check mark whether the registrant ( I) has filed all reports required to be filed by Section 
13 or IS( d) of the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter 
period that the registrant was required ,to file such reports), and (2) has been subject to such filing 
requirements for the past 90 days. Yes X. No . 

Indicate the numper of shares outstanding of the issuer's common stock :!S of the close of the period 
covered by this report (December 31, 1976): ~ '116,048 shares, excluding 280,700 treasury shares. 



It em 1. Business 

Capital Cities Communications. Jnc. (the ucomp<tny") has been engaged in radio broadcasting since 
1947, in television broadcasting since 1953 and in publishing since 1968. The Company has approximately 
2;023 full-time employees engaged in its publishing operations und 969 engaged in broadcasting. 

Information ns to Lines of Business 

The Company derives all broadcasting revenues and approximately 80% of publishing revenues from 
the sale of advertising. Subscription and other circulation receipts from publishing constitute the only 
other matcrja! source of revenue. The following table sets forth the comributions of the Company's two 
lines of business to its consolidated net revenues and operating income for each of the last five years. 
Interest and other income and expense have not been allocated because invc~tment and borrowing policies 
nrc based upon overall financial considerations, and arc not attributable to any particular line of business. 

Consolidated Net Re,·cnucs and Opernting Income 
By Line of Business 

(Thousand~ nf dollars) 

Total Publishing 

Net rc\'cuucs 

197 6 .................................................... . $2!2,167 $!07,860 
1975 .................................................... . 174,8% 88,066 
1974 .................................................... . 138:'35 60,009 
1973 .................................................... . 127,498 51,432 
1972 .................................................... . 118,488 48,603 

1976 .................................................... . 73,043 24,151 
1975 .................................................... . 54,135 16,313 
1974 ................................................... .. 46,619 11,673 
1973 .................................................... . 44,565 9,133 
1972 .................................................... . 38,086 7,505 

Publishing 

8rm1dcasling 

$104,307 

86,820 
78,576 
76,066 
69,885 

48,892 

37,822 
34,946 
35,432 
30,581 

At December 31, 1976, the Company was publishing eighteen business and specialized publications 
and lour consumer newspapers. Following is a summary by type of publication of inches of advertisjng, 
advertising revenue and circulation revenue for .the last five years: 

1976 1975 t974 !973 1972 

Inches of advertising 

Consumer newspapers ... 8,521,436 7,218,779 3,158,202 2,432,200 2,382,546 
Trade publications ......... 1,446,941 1,301,609 1,461,583 I ,473,451 1,453,209 

Advertising revenue 
Consumer newspapers ... $42,493,446 $34,617,727 $12,796,635 $ 9,094,746 $ 9,348,532 
Trade publications ......... 43,179,913 34,841,008 35,734,010 32,414,697 30,702,981 

Circu]arion revenue 
Consumer newspapers ... $ 9,592,469 $ 8,567,624 $ 3,258,485 $ 2,288,686 $ 2,207,553 
Trade publications ......... 9,339,264 7,893,824 6,577,899 6,093,777 4,967,251 



' 

Fairchild Publications ("Fairchild") is primarily engaged in gathering and publishing business news 
and ideas for industries covered by its various publications, all of which arc printed by outside printing 
contractors. Following arc the publications: 

Title FrctJucncy 

NEWSPAPERS: 

Women s Wear Daily.......................................................... Daily 
Daily News Record ................................................ .,............. Daily 
American Metal Market...................................................... Daily 
1/FD-Retailing Home Furnishings................................... Weekly 
Energy User News................................................................ Weekly 
Foolwear News..................................................................... Weekly 
Supermarket News............................................................... Weekly 
Electronic News................................................................... Weekly 
Metalworking News............................................................. Weekly 
W ..........................•....•.....•.•.••..................................•........... Bi-Weekly 

MAGAZINES: 

Mens Wear......................................................................... Bi-Weekly 
Meta[/ Celller News............................................................. Monthly 

Circulalhm 

68,000 
27,000 
15,000 
37,000 
22,000 
25,000 
56,000 
71,000 
52,000 

186,000 

27,000 
12,000 

In December 1976, Fairchild purchased the following six controlled circulation medical publications, 
which are distributed throughout the nation primarily to physicians: Family Practice News, Internal 
Medicine News, Ob. Gyn: News, Pediatric News, Skin & Al/erg}' News and Clinical Psychiatric News. 

Tire Oakland Press, purchased by the Company in 1969, is a daily evening newspaper with a 
circulation of approximately 75,000 and serves a suburban area adjacent to Detroit, Michigan. 

The News-Democrat, a newspaper serving Belleville, Illinois, a suburban area adjacent to St. Louis, 
Missouri, was acquired in 1972. This paper is published in the afternoon and has a Monday through 
Friday circulation of approximately 32,000 and a Sunday circulation of 33,000. 

The Fort Worth Star-Telegram, with a combined morning and evening circulation of 227,000 and a 
Sunday circulation of 225,000, was acquired in November 1974 together with the Citizen-Journal 
(Arlington, Texas), a suburban newspaper published three times weekly. 

On February 15, 1977, the Company purchased all of the outstanding stock of The Kansas City Star 
Company ("Star") for $125,000,000. Star publishes Tire Kansas City Times, a morning newspaper with a 
circulation of approximately 331,000, and The Kansas City Star, with circulation of approximately 305,000 
in the evening and 402,000 on Sunday. See Note 2 to Consolidated Financial Statements for additional 
information including a description of non-publishing businesses acquired. 

Competition 

Fairchild's business is highly competitive. In its various news publishing activities it competes with 
almost all other information media, and this competition may become more intense as communications 
equipment is improved and new techniques are developed. Many metrnr,olitan genera! newspapers and 
many small-city or suburban papers carry business news. In additionc to special magazines in ;he !ields 
covered by Fairchild's publications, general news magazines r,ublish substantial amounts of business 
material. Nearly all of these publications seek to sell adved>ing space and much of this effort is directly or 
indirectly competitive with the Fair~nild !'Ublicatio!l~' c 

The Company's consuw.or newspapers compete with other advertising media such as broadcasting 
stations, magazines and bi!lboards. Additionally, The Oakland Press, the News-Democrat and the Citizen
Journal serve suburbar. iueas adjacent to metropolitan centers and compete with newspapers published 
there. c c 
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Raw Materials 

The primary raw material used by the publishing division is newsprint. Newsprint for the Fairchild 
publications is furnished by the contract printers. Newsprint is readily available from numerous suppliers. 
The Company's consumer newspapers purchase their newsprint from various suppliers as follows: 

For/ Worlh S/ar-Te/egram ................................................•......... 

The Oakland Press ..................................................................... . 

Ne~vs-DeiUOcral.p ...... u,unu••••u••••u ... , •••••• #O,,,, ••••••••••••••••••••••••••••••• 

Citizen-Journal ........................................................................... . 

Broadcasting 

Shane 
furnished 

Number or by lurKeSI 
suppliers supplier 

5 
3 

2 
3 

38% 

37% 

55% 
80% 

The Company presently owns and operates five very high frequency (VJ:!f"•) television stations, one 
ultra high frequency (UHF) television station, seven standard (AM) '~<.!ii( stations and six frequency 
modulation ( FM) radio stations. Market locations, frequencies;}!~ilsmitter power and other station 
details are set forth in tables under "Item 3-Properties". -------

Competition 

The Company's television and ra~H0 --:St~~i~-~s are in compeuuon with other television 
stations, as well as other '\dvertisin)! .ai~dia such as newspapers, magazines and billboards. 

and radio 

Competition in the tci<!Yisl~n broadcasting industry occurs primarily in individual market areas. 
Generally, a television brr;Jdcasting station in one market does not compete with other stations in other 
market areas, nor does :<group of stations, such as those owned by the Company," compete with any other 
group of stations as f:dch. While the pattern of competition in the radio broadcasting industry is basically 
the same, it is not,/Xncommon for radio stations outside of a market area to place! a signal of sufficient 
strength within th'Jt area to gain a share of the audience. 

' 
In additiOiyio management and experience, factors which arc material to competitive position include 

authorized p0'.ver allowance, assigned frequency, network affiliation, and local program acceptance, as 
~'!ell-~ -~:rt:ti'i~th of local competition. 

Under present regulations of the Federal Communications Commission ("FCC") no additional VHF 
television commercial stations may be constructed or operated in any of the cities where the Company's 
television stations are located. See, however, "Licenses-Federal Regulation of Broadcasting-Allocation 
Matters" below. While at the present time the Company's VHF television stations receive only lin;itcd 
competition from UHF television su\tions located within the coverage areas of the respective stations, the 
FCC is endeavoring to increase utilization of UHF stations. Moreover, television set manufacturers are 
required to produce only all-wave receivers capable of receiving both VHF and UHF signals. 

There arc sources of tclcvis"ion service other than conventional television stations. The most common 
at present is Community Antenna Television ("CATV"). CATV can provide more competition for a 
station by making additional signals available to its audience. ln 1972, the FCC adopted rules intended to 
facilitate the development of CATV while avoiding undue competitive impact on the basic structure of 
television broadcasting. No prediction can be made as to the extent to which CATV systems bringing 
additional signals into the markets of the Company's stations will develop. In addition some CATV 
systems have begun supplying programming that is not available on conventional television stations. Sec 
"Licenses-Federal Regulation of Broadcasting-Cable and Subscription Television" for a discussion of 
CATV, pay cable and subscription television. 
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Licenses-Federal Reglllation of Broadcasting ;. 

Television and radio broadcasting arc subject to the /,hrisdiction of the FCC under the Commu
nications Act of 1934, as amended (the "Communications 1/ct"). The Communications Act empowers the 
FCC, among other things, to issue, revoke or modify bro/idcasting licenses, to determine the location of 
stations, to regulate the equipment used by stations, to ad:ipt such regulations as may be necessary to carry 
out the pro,·isions of the Communications Act andf.6 impose certain penalties for violation of such 
regulations. // 

.... The FCC, other Federal agencies and C0:1gfessional committees periodically conduct hearings and 
<~~_quiries relating to various facets of ~h~:.~Ofumunications industry. Some of these hearings and inquiries 
cou1l!--r~§g!.! in legislation ?};:_r~~~saiol-y action that would aft'ect the Company's stations. 

Renewal Mailers 

Broadcasting licenses may be granted for a maximum period of three years and arc renewable for 
additional three-year periods upon application for renewal. During certain periods when a renewal 
application is pending, competing applicants may file for the frequency in usc by the renewal applicant. 
Competing applicants may be entitled to a comparative hearing in competition with the renewal applicant. 
No competing applications have been filed against any of the Company's stations. 

In addition, petitions to deny applications for renewal of license may be filed during certain periods 
following the filing of such applications. In recent years, representatives of various community groups and 
others have filed increasing numbers of petitions to deny renewal applications of broadcasting stations, 
including some of the Company's stations. At present, no petitions to deny :trc pending against any of the 
Company's stations. 

Regular renewal of the licenses of three of the Company's stations has been delayed, and the relevant 
applications for renewal of those licenses arc presently pending at the FCC. WPAT-AM's application for 
renewal has been placed on deferred status pending completion of work pursuant to the construction 
permit allowing it to relax restrictions on its nighttime radiation pattern. Regular renewal of the license of 
KPOL-AM has been delayed pending completion of comparable technical changes to its facilities. Finally, 
regular renewal of the license of WPRO-FM has been delayed pending FCC resolution of a dispute 
concerning interference to a television station, allegedly caused by a power increase granted to WPRO-FM 
in 1972. It is not possible to predict how these engineering matters will be resolved, however, it is believed 
to be improbable that any of them would be resolved in a way that would have serious adverse effects on 
the operations of those stations. 

Ownership Mailers 

The Communications Act prohibits the assignment of a license or the transfer of control of a licensee 
without prior approval of the FCC and prohibits the Company from having any officer or director who is 
an alien and from having more than one-fifth of its stock owned by aliens or a foreign government. 

The FCC's "multiple ownership" rules provide, in general, that a license for a radio or television 
station will not be granted if the applicant owns, or has a substantial interest in, another station of the same 
type which provides service to areas already served by the station operated or controlled by the applicant. 
These rules further provide that a broadcast license to operate a radio or television station will not be 
granted if the grant of the license would result in a concentration of control of broadcasting. The rules 

-- provide that a presumption of such concentration of control arises in the event that an entity directly or 
indirectly owns or has an interest in more than seven AM radio stations, more than seven FM radio 
stations, or more than seven television stations, of which no more than five may be VHF. The Company 
now owns seven AM radio stations, six FM radio stations and six television stations, of which five arc 
VHF. 

In addition, the FCC will not grant applications for station acquisitions which would result in the 
creation of new AM-VHF or FM-VHF combinations in the sal)le market under common ownership. New 
combinations of AM-FM in the same market under common ownership arc permitted. Combinations of 
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UHF television stations with AM stations, FM stations or AM-FM combinations in the same market will 
be considered by the FCC on a case-by-case basis. Furthermore, under the FCC's rules, radio and/or 
television licensees mav not acquire new ownership interests in daily newspapers published in the same 
markets served by their broadcast stations. Under these rules, the Company would generally be barred 
from making acquisitions or sales which would rcsu)( in the creation of new combinations, or maintenance 
of existing combinations, inconsistent with the ~pies. 

The Company presently owns one AM-VHF combination, WKBW-AM and WKBW-TV, Buffalo. In 
addition, the Company presently owns daily· 'newspapers in two markets in which it also holds radio 
licenses. For purposes of these rules, The Oakland Press and WJR-AM and WJR-FM, licensed to Detroit, 
are treated as in the same market, as are the Fort Worth Scar-Telegram and WBAP-AM and KSCS-FM, 
licensed to Fort Worth. Under the rules, therefore, these commonly owned broadcast and broad
cast/newspaper combinations could not be transferred together. 

The FCC's AM-FM-TV rule applies prospectively only. A recent decision of the United States Court 
or Appeals for the District of Columbia Circuit would have the effect of requiring the FCC to order the 
divestiture of existing commonly owned bro:uic~Jst/ncwspaper combinations serving the same markers. 
Further judicial proceedings challenging the decision, legislative action modifying its result, and waivers in 
particular cases are all possible. The decision of the Court of Appeals in its present form would appear to 
require the FCC to order the Company to break up the broadcast/newspaper combinations described 
above, The FCC has announced its intention to appeal this decision. There is no way to predict whether 
legislative action may also be sought; whether judicial or legislative action would result in modification of 
the Court's decision or its effects; what form any modifications might take; what standard, if any, for 
individual waiver might be adopted; or the time period in which, or the terms under which, any divestiture 
of existing broadcast/newspaper combinations might be required. 

The FCC has issued a press release indicating that it has adopted a rule prohibiting acquisitions that 
would result in common ownership of three broadcast swtions in the same region. The prohibition would 
be based on a formula consisting of mileage and signal contour computations. For purposes of this rule, 
commonly owned AM and FM stations in the same market would be treated as one station. The precise 
terms of the rule have not been released, but the rule could affect the ability of the Company to acquire 
broadcast .stations located ncar markets in which it presently owns broadcast starions. 

Except as discussed below, the FCC's rules specify that power to vote or control the vote of 1% or 
more of the stock of a publicly-held broadcast licensee {i.e., a licensee with 50 or more stockholders) is the 
test for determining whether an entity should have the licensee's broadcast stations or newspapers 
attributed to it for purposes of the multiple ownership rules. However, the FCC's rules permit a qualifying 
mutual fund to vote or control the vote of up to 5% of the stock or a publicly-held bro:!dcast licensee before 
the licensee's stations will be attributed to the mutual fund. The rules also permit insurance companies or 
banks holding stock in their trust departments to vote or control the vote of up to 5% of the stock of a 
publicly-held licensee before the licensee's stations are attributed to them, provided that such insurance 
companies or banks do not exercise any control over the management or policies of the publicly-held 
broadcast company or companies in which they hold in excess of I% of the stock. The FCC has also 
indicated that it is considering rules which would permit certain categories of passive shareholders to own 
up to 10% of the shares of broadcast stations and newspapers which could not be commonly controlled 
Under the rules. 

Finally, in 1965, the FCC proposed a rule that would prohibit the acquisition of more than two 
television stations located in the 50 largest television markets. The proposed rule was not adopted, but the 
FCC announced that as a matter of policy it would require applicants seeking interests in the top 50 
markets in excess of those which would have been permitted under the rule to show that the grant of their 
application would serve a compelling public interest. Four of the Company's stations are in the top 50 
markets. 

Cable and Subscription Television 

FCC rules basically require CATV systems to carry the signals of the stations in whose service areas 
they operate or which are viewed by significant numbers of persons in the area served by the system (as 
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defined by the rules); permit systems operating in the largest 50 markets to supplement the signals of the 
stations they are required to carry with a sufficient number of other signals so that they can supply their 
customers with the programs of three network-aOiliatcd stations and three non-network, independent 
stat!ons and. in any event, not Jess thnn two Jndcpcndcnt sigmtJs nor available in the market; permh 
systems operating in the second 50 markets to s,upplemcnt the signals they arc required to carry with 
signals that would allow them to supply three fiJI! network services plus two non-network independent 
services and, in any event, no( less than two indC(>cndcnt signals not uvailnblc itt the market; nnd protect 
the right of stations in the largest 50 nutrkets--;dmd to a lesser extent in the second 50 markets-to retain 
exclusive rights to the exhibition of program, 1material licensed to them by requiring CATV sysiCms to 
delete programs offered on more distant stations when the nearer stntion holds the exclusive right to their 
broadcast. A> noted above, lour of the Company's stations.-are in the top 50 markets. Two arc in the 
second 50 markets. In each case, the etl"cct of the rules is to permit CATV systems operating in those 
markets to import the signals of non· network, independent stations from larger, distant markets that are 
not presently avai!abl~ in the stations' markets. 

Some CATV systems have begun supplying additional programming to subscribers thnt is not 
originated on, or transmitted from, conventional television broadcasting stations. In addition, there have 
been attempts to develop television service that emphasizes the origination and/or distribution for a fcc of 
programming not available as part of a conventional free television service. FCC rules currently restrict 
the extent to which such subscription television operations or cable operations may provide programming 
of a sports, feature film or entertainment series nature, with a view to preventing the siphoning of program 
material from the advertiser-supported television system. The FCC has adopted revised rules which would 
relax these restrictions in some respects. Judicial review of this action has been sought by proponents and 
opponents of such cable and subscription operations. There is no way to predict how the Court will act, 
the way any future regulation of these operations will develop, or the competitive impact these services 
may have on broadcasting. 

Allocation Mailers 

The FCC initiated a proceeding looking into the feasibility and desirability of allocating additional 
VHF television stations .to a substantial number of the ton 100 television markets in the United States. 
Among the proposals it considered were those tor additional allocations that could add seven VHF 
television signals to the Fresno market, which presently has five UHF stations, including KFSN-TV. In 
connection with this proceeding, the Company filed comments with the FCC opposing the proposal, and 
arguing ti',Ut its adoption could have serious disruptive effects on the existing UHF stations and on the 
quality of television service available to the Fresno nrea audience. The FCC has now decided that 
additional VHF drop-ins nrc feasible in four markets, not including Fresno or any other market in which 
the Company has a television station. Accordingly, unless the decision is reconsidered or the matter 
appealed, there is no likelihood that VHF channels will be allocated to the Fresno marker. It is not 
possible to predict whether petitions seeking FCC reconsideration of this decision, or judicial review of the 
decision, will be filed. 

In addition, the FCC has initiated a proceeding looking toward providing new radio service in those 
parts of the country which presently do not receive primary radio service. Among the possible alternatives 
proposed arc an increase in the power of certain radio stations operating on "clear channel" frequencies 
which would considerably extend their service runge, or, conversely, permitting new stadons to operate on 
these clc11r channel frequencies and thereby reducing the range of the clear dwnncl stations. WJR-AM 
and WBAP-AM both operate on clear channels and, depending on the outcome of the proceeding, could 
either qualify for extension of their service range or have their service range reduced. Moreover, the 
Company's other radio stations could be faced with additional competition from new radio signals that 
might become available in their service areas as a result of FCC action in this proceeding. There is no way 
to predict the outcome of this proceeding or the possible consequences which FCC action might h11vc on 
the Company's stations. 

The FCC had initiated a proceeding looking toward increasing commercial VHF television service to 
the State of New Jersey, which has no VHF television stations licensed to it. Among the proposals which 
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the FCC considered were the dropping in of a new VHF allocation, the move of an existing VHF 
allocution from either New York City or Philadelphia to a New Jersey cpmmunity, or the creation of a 
dual-city licensing scheme whereby stations presently licensed to New York City or Philadelphia would 
also be licensed to one or more New Jersey communities. WPVI-TV, which is licensed to Philadephia, 
participated in this proceeding. 

The FCC did not adopt any of these proposals, and instead concluded that the plans of the 
Phillldclphia and New York City VHF licensees for future service to New Jersey would constitute a 
satisfnctory alternative. The New Jersey Coalition for Fair llroadcasting, which participated in the 
proceeding before the FCC, has appealed the FCC's decision to the United States Court of Appeals for the 
Third Circuit, primarily on the grr••nd that the relief gmnted by the FCC was inadequate. The Governor 
of New Jersey has intervened in t·",;ijv-Jicial proceeding on the side of the Coalition. The Company, and 
the licensees of other New York Cit:; and Philadelphia VHF Stations, have intervened in the proceeding 
on the side of the FCC'. It is not possible to predict the likely outcome of this proceeding, or the possible 
consequences to WPVI-TV which could result from FCC adoption of any of the various alternatives 
described above, 

Nenowk Proceeding 

The FCC has also initiated a proceeding investigating the acquisition and distribution of television 
programming by the three national television networks. Among other matters, the investigation will 
encompass the relationship between the networks and their program suppliers and between the networks 
and their affiliates-particularly as to such subjects as the degree of affiliate reliance on network 
programming, the opportuniiies of affiliates to review network programs prior to broadcast, :tnd the nature 
and effects of network-station compensation plans. All six of the Company's television stations are 
affiliated with national television networks. It is not possible to predict the outcome of this proceeding or 
the efl'ects on network-station relationships which any FCC action might have. 

Canadian Television 

The Company's television st:ttion WKBW-TV, Buffalo, New York, like other television stations ncar 
the Canadian border, derives revenue from Canadian advertisers who seck to reach the station's United 
Swtes and Canadian audiences. Approximately 1% of the Company's 1976 revenues were from such 
Canaditw ad\·eniscrs. 

In Septemher 1976, Canadian legislation was made effective that would prevent Canadian advertisers 
from obtaining u tax deduction for the cost of advertising. placed on United States television stations to 
reach primarily Canadian audiences. Deductions for the cost of advertising placed through contracts 
signed prior to the effective date of the legislation will be allowed for up to 52 weeks after the date. 

In addition, the Canadian Radio-Television Commission had sought to require Canadian cable 
television systems that cilrry the signals of United States stations to delete the commercials of those stations 
and substitute either public service announcements or commercials supplied and sold by Ca•'tadian 
television stations. The Canadian Radio-Television Commission has agreed to a delay in the "further 
implementation" of this proposal for purposes of further study, but .it has not taken any steps to withdraw 
previously-issued authority to certain cable systems to engage in such deletions. 

Litigation concerning the commercial deletion matter, in which there had been an inhbl ru]jng 
adverse 10 the position of the Company, is still pending in the Canadian courts (see "hem 5-Legal 
Proceedings"). 

Item 2. Summary of Operations 

The following consolidated statement of income of Capital Cities Communications, Inc. for the two 
years ended December 31, 1976 has been examined by Arthur Young & Company, certified public 
accountants, whose report with respect thereto appears elsewhere in this Form 10-K. The three years 
ended December 31, 1974 are not reported upon herein by certified public accountants. The consolidated 
statement for the two years ended December 31, 1976 should be read in conjunction with the consolidated 
financial statements and the notes thereto appearing elsewhere herein. 
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Consolidated Stateritenl of Income 

Yt!ur Jo:ndcd Dcc~mbcr 31, 

1976 1975 1974 1973 1972 

(in thousands or dollars, ~..:ccpt (Jcr t-;hure dutu) 

Nctr~venucs ................................................. $212,167 $174,886 $138,585 $127,498 $118,488 

Operating expenses: 
Broadcasting and publishing ............... . 
Selling •. g~ncral and administrative ..... . 
Deprccmuon ......................................... . 
Amortization of intangible assets ........ . 

Operating htcomc ......................................... . 

Other income (expense): 
Interest and financing expense ............. . 
lnrerest income ..................................... . 
Miscellaneous, net ................................ . 

Income bclbrc income taxes ........................ . 

Income taxes: 
State and local ..................................... .. 
Federal.. ................................................ . 

Net income ................................................... . 

Net income per share: 
Common stock and common stock 

equivalents ........................................ . 

Fully diluted ........................................ .. 

Dividends declared on Common Stock.. .... .. 

78,809 
53,764 

5,731 
820 

139,124 

73,043 

(3,992) 
3,167 

432 

(393) 

72,650 

3,970 
33,060 

37,030 

$35,620 

$4.60 

$4.60 

$ .20 

71,375 
43,458 
5,098 

820 

120,751 

54,135 

( 5,352) 
2,749 

470 

(2,133) 

52,002 

3,570 
23,030 

26,600 

$ 25,4!)2 

$3.28 

$3.28 

$ .05 

53,590 
35,017 

3,212 
147 

91,966 

46,619 

( 5,724) 
4,119 

231 

(1,374) 

45,245 

3,380 
19,840 

23,220 

$ 22,025 

$2.86 

$2.86 

48,027 
32.031 

2,842 
33 

82,933 

44,565 

( 5,405) 
2,J33 

43 

(3,029) 

41,536 

3,420 
17,970 

21.390 

$ 20,14/j 

$2.61 

$2.61 

46,067 
31,552 

2,750 
33 

80,402 

38,086 

( 4,356) 
1,310 

553 

(2,493) 

35,593 

3,198 
15,380 

18,578 

$ 17,015 

$2.29 

$2.21 

Shares of stock used in calculation of net income per share arc as follows ( OOO's omitted j: 

Common stock and common stock 
equivalents 

Average common shares O!lt .. 
standing during the period........ 7,666 

Average common share equiva
lents attributable to convertible 
preferred shares outstanding 
during the period ...................... . 

Average incremental common 
share equivalents attributable 
to stock options issued a ftcr 
May31, 1969 ........................... .. 

Total common stock and common 
stock equivalents ............................... . 

Additional incremental shares attribut
able to common stock options and 
warrants ............................................ . 

Total number of shares assuming full 
dilution .............................................. . 

73 

7,739 

12 

7,751 

7,508 

177 

48 

7,733 

23 

7,756 
= 

8 

... 

7,190 7,124 6,731 

493 555 654 

5 38 57 

7,688 7,717 7,442 

2 255 

7,688 7,719 7,697 



tvtnnugcment's Discussion und Anulysis of the Sununury of Operations 

1976 CornJJ:tred to 1975 

Net Re~'enues 

All major segments of the Company contributed to an increase in net revenues in 1976 of$37,281 ,000 
or 21%. The broadcasting division revenue increase of20% over 1975 included a 22% gain in television 
revenues (caused to a great degree by an Linprcccdcntcd 35% incrc:asc in revenues from national 
advertisers) and a 16% gain by the Company's rudio stations. 

Publishing revenues gained 22% over the prior year, of which 2% was accounted for by the inclusion 
in the consolidated tlnancial statements of the Citizen-Journal, which was not consolidated in 1975. 
Excluding the Citizen-Journal, consumer newspaper advertising and circulation revenues increased 18% 
-and II%. respectively, re!:aulting in an aggregate 17% growth in revenues. The adve·l-i1}J\ng growth resulted 
from 7% more lineage and incrcnscd advertising rates. while higher subscription rates caused the 
drcularJon increase. Business and specialized publications showed a gain of22%, based on advertising and 
circulation increases of 24% and 18%, respectively. Lineage was up II%. 

Operating Expenses 

Operating expenses increased $18,373,000 or 15% in 1976 over the previous year. Broadcasting 
division expenses were up 13%. rcllccting substantial increases ln revenue related costs, together with 
higher programming and administrative expenses. Excluding the effect of the Citizen-Journal, publishing 
division e.~penses \\·ere up 14% over 1975, principally due to higher volume related production and selling 
expenses, significantly higher circulation promotion costs for Fairchild's business publicauons and the start 
up of Energy User News and a Sunday edition of the News-Democrat. 

Other lm!ome and Expense 

Interest c.~pensc decrcl!scd $1,360,000 from 1975 primarily due to a $16,275,000 reduction '·· long
term debt during the year. Interest income increased $418,000 dne to a substantially larger average short
term investment portfolio, ofl'set by lower interest rates. 

Net income 

Ncr income for 1976 increased by $10,218,000 or $1.32 per share, a gain of 40% over the prc·,•ious 
year. Substantial profit improvement in all major segments of the Company led to an increase in operating 
income margins from 31% to 34%. The Company~s effective income tax rate remained constant, at 
approximately 51%. 

1975 Compared to 1974 

Net Rel-'enues 

Net revenues for 1975 increased $36,301,000 or 26% over 1974. The major portion of the revenue 
gain is attributable to the inclusion of the operations of the Fort Worth Star-Telegram and WBAP
A,',f/KSCS-FM tor the full year in 1975, compared to a less than two-month period in 1974. Revenues of 
these operations for the full year 1975 amounted to $33,798,000, an increase of $28,967,000 over the 
$4,831,000 included for the 1974 period of ownership. The balance of the revenue improvement resulted 
from a 7% gain in other broadcasting revenues and a 4% increase in the Company's other publishing 
operations, due principally to a grl.!atcr demand for television time and circulation rate increases. 

Operating Expenses 

Operating expenses for 1975 rose $28,785,000 or 31% over the previous year. The largest portion of 
the increase in expenses, $23,111,000 (including increases in depreciation of $1,5i 9,000 and amortization 
of intangibles of$673,000}, resulted from the inclusion for a full year of the newspaper and radio station 
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operations acquired in November 1974. A major part of the remaining increase results from selling and 
promotion cost increases of the other operations, reflecting the Company's continuing efforts to expand its 
broadcasting audiences and publishing readership. 

Other Income and Expense 

Net financing costs (interest expense less interest income) for 1975 increased by $998,000 over 1974. 
Additional net financing costs of $3,687,000 in 1975, which resulied from the 1974 acquisition of the 
operations of Carter Publications, Inc. ("Carter"), were partially offset by a $2,689,000 reduction in other 
net finanr,ing costs. due prjmarHy to lower effective interest rates in 1975. 

Net Income 

Net income increased by $3,377,000 or $.42 per share (after an increase in the amortization of 
acquisition related intangibles of $673,000 or $.09 per share), a gain of 15% over 1974. $655,000 of this 
additional net income resulted from the Carter operations acquired in 1974, net of the related increase in 
net financing costs. The balance was anributabk: to profit gains in television and continuing publishing 
operations and reduced financing costs, partially offset by lower earnjngs of condnujng mdjo station 
operations. Operating income margins. excluding the effect of the Carter acquisition, remained coriStant at 
33% of net revenues. The Company's effective income tax rate decreased slightly due to somewhat higher 
investment tax credits in 1975. 

Item 3. Properties 

The Company occupies executive offices at 24 East 51st Street in New York City under a month-to
month lease. The principal executive and editorial offices of Fairchild are located in New York City and 
are owned by the Company. All of Fairchild's offices in other cities are leased. All of the premises 
occupied by the consumer newspapers are owned by the Company. 

The Company owns all its broadcast transmitter sites except those ofWBAP-AM, KSCS-FM, WPAT
FM and WJR-FM, which are under lease through July 1, 2019, November 17, 1979, December 31, 1979 
and June 30, 1985, respectively. Studio~ and offices at Buffalo, Clifton ( WPAT), Providence, Fresno, 
Durham, Houston, Philadelphia and Los Angeles are owned and those in Albany, Fort Worth, Detroit and 
New Haven are leased (I). 

( I) Such leases expire on June 30, 1986, November 8, 1979, June 30, 1985 and July 31, 1979, 
respectively. 

Television sratiuns owned 

Stations 
.and Jocalion.'i Channel 

WPVI-TV.................................................... 6 
Philadelphia, Pennsylvania 

WK.BW-TV................................................. 7 
Buffalo, New York 

KTRK-TV................................................... 13 
Houston, Texas 

WTNH-TV................................................. 8 
New Haven, Connecticut 

WTVD ....................................................... . II 
Durham, North Carolina 

KFSN-TV .................................................. . 30 
Fresno, California 

10 

E~piralion 
date of FCC 

authorization 

Aug. I, 1978 

June I, 1978 

Aug. I, 1977 

Apr. I, 1978 
i 

Dec. I, 1978 

Dec. I, 1977 

Expiration 
dale or 

Netl\'Ork network 
atfifiafion affiUiition( f) 

ABC Aug. 15, 1977 

ABC July 2, 1978 

ABC Apr. 2, 1977 

ABC hn. I, 1979 

CBS Sept.IJ, 1977 

CBS Feb.28, 1978 



;r! 

Radio stations owned 

Frequency Pol\'cr J<:xpiratlnn 
Slulinns AM-Kilohertz AM-\Vults dale of FCC Nc1work 

JJnd Jocnlhms FM-Megah~ J.·M-Kilmtrau_., aullwrizativn aiJiJialion( 1} 

50,000 Day 
KPOL .................................................. , .. 1540 K 10,000 Night (2) None 

Los Angeles, California 

WJR ........................................................ 760 K 
Detroit, Michigan 

50,000 Oct. 1, 1979 NBC(3) 

WPAT .................................................... 930 K 
Paterson, New Jersey 

5,000 (2) None 

(Metropolitan New York) 

WBAP .................................................... 820 K 
Fort Worth, Texas 

50,000 Aug. 1, 1977 NBC{4) 

WKBW ................................................... 1520 K 50,000 June'(, 1978 None 
Butfalo, New York 

WPRO .................................................... 630 K 
Providence, Rhode Island 

5,000 April 1, 1978 None 

5,000 Day 
WROW ................................................... 590 K 1,000 Night June 1, 1978 CBS(5) 

Albany, New York 

WPAT-FM ........................................ ., ... 93.1 M 12.6 June 1, 1978 None 
Paterson, New Jersey 

(Metropolitan New York) 

WJR-FM ................................................ 96.3M 
Detroit, Michigan 

50 Oct. I, 1979 None(6) 

KSCS-FM ............................................... 96.3 M 100 Aug. I, 1977 None(6) 
Fort Worth, Texas 

WPRO-FM ............................................. 92.3 M 15 (7) None 
Providence, Rhode Island 

WROW-FM ........................................... 95.5 M 
Albany, New York 

9.4 June l, 1978 None( 6) 

KPOL-FM .............................................. 93.9 M 100 Dec. I, 1977 None 
Los Angeles, California 

(I) Although FCC regulations prevent network contracts from having terms of more than two years, 
such regulations permit successive renewals which are routinely granted, 

(2) Regular renewal of these licenses have been delayed pending satisfactory con\pletion of changes 
to the statlOi11i' technical facilities. 

( 3) Affiliation ngreem~nt expires December 29, 1977. 

( 4) Affiliation agreement expires January I, 1979. 

( 5) Affiliation agreement expires December 30, 1978. 

(6) CBS and NBC permit an FM station to duplicate programming covered under agreement with an 
associated AM station. 

{7) Regular renewal of this license has been delayed pending FCC resolution of a dispute concerning 
interference to a television station, allegedly caused by a power increase granted to WPRO-FM in 1972. 
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Item 4. Parents and Subsidiaries 

Subsidiaries 100% owned by the Registrant at December 31, 1976 and included in the consolidated 
financial statements: 

State of 
lncorporulion 

Capital Cities Media, Inc. ................................................................... New York 
Oakland Press Company...................................................................... Michigan 

Item 5. Legal Proceedings 

Litigation to which the Company is a party, concerning the commercial deletion matter referred to in 
"Item 1-Business-Canadian Television", is pending in the Canadian courts. That litigation includes 
suits against a Toronto cable company which has engaged in deletion ofsomc commercials on the channels 
of WKBW-TV and two other Buffillo television stations, as well as an appeal from an order of the 
Canadian Radio-Television Commission which authorized the deletion. In the latter case, Canada's 
Federal Court of Appeal ruled in favor of the Canadian Radio-Television Commission and against the 
position of the Company, and the case is now pending in the Supreme Court of Canada. 

Item 6. Increases and Decreases in Outstanding Securities 

Balance at December 31, 1975 ........................................ .. 
Transactions on various dates during the year: 

Purchase of treasury stock ........................................ . 
Exercise of employee stock options: 

Issuance of authorized shares .......................... .. 
Issuance of treasury shares ................................ . 

Balance at December 31, 1976 ......................................... . 

Item 7. Number of Equity Security Holders 

Common slock. SI.OO par value 
(number of shares) 

Issued Treasury 

7,686,737 

281,800 

10,011 
( 1,100) 

7,696,748 280,700 

Outstanding 

7,686,737 

(281,800) 

10,0 II 
1,100 

7,416,048 

Number of 
record fto[dcrs 

as or 
December 31. 

Title of cla!-ts 1976 

Common stock, $1.00 par value................................................................................. 2,35 I 

Item 8. Executive Officers of the Registrant 

Name Age 

Thomas S. Murphy ....................... 51 

Daniel B. Burke ............................ 48 

Joseph P. Dougherty ..................... 52 

John B. Fairchild .......................... 49 

John B. Sias .................................. . 50 

John E. Shuff, Jr ........................... . 36 

Director 
since 

1957 

1967 

1967 

1968 

12 

Officer 
since 

1958 

1962 

1959 

1968 

Title 

Chairman of the Board of Directors 
(Chief Executive Officer) 

President and Director (Chief Oper
ating Officer) 

Executive Vice President, President of 
Broadcasting Division and Director 

Executive Vice President, Chairman of 
the Board of Fairchild Publications 
and Director 

1975 Executive Vice President, President of 
Publishing Division 

1977 Vice President (Chief Financial Offi
cer) 



Name 

Ronald J. Doerfler ....................... . 
Gerald Dickler ............................. . 
Robert W. Gelles ......................... . 

35 
64 
53 

Director 
since 

1954 

Officer 
since 

1977 

1954 
1963 

Title 

Treasurer 
Secretary and Director 
Controller, Assistant Secretary and As

sistant Treasurer 

Messrs. Murphy, Burke, Dougherty, Fairchild, Sias, Shuff, Doerfler and Gelles have all been actively 
associated with the Company for more than five years and such association has been their principal 
occupation. Mr. Dicklcr has been actively associated with the Company for more than live years and has 
concurrently been actively engaged in the practice of law as a partner in the law lirm of Hall, Dickler, 
Lawler, Kent & Howley, general counsel for the Company. 

Item 9. lndemnijictztion of Directors and Ojfice1's 

No provision is made f(lr the indemnification of directors or officers of the Company in its certificate of 
incorporation or bylaws or any Contracts or policies of insurance. However, the Business Corporation Law 
of the State of New York docs provide generally for indemnification against judgments, fines, amounts 
paid in settlement and reasonable expenses where the director or officer was acting on behalf of the 
Company, in its best interests, and had no reasonable cause to believe that his conduct was unlawful. 

Item 10. Financial Statements and Exhibits 

(a) Financial statements 

The financial statements listed in the accompanying index arc filed as part of this annual report. 

(b) Exhibits 

None. 

Part II 

Items 11. to 15., Inclusive 

Registrant will file with the Commission not later than 120 days after the close of the fiscal year a 
definitive proxy statement pursuant to Regulation 14A involving the election of directors. Accordingly, the 
informution required in Items 11. to 15., inclusive, which will be set forth in the proxy statement, is not 
included herein. 

SIGNATURE 

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the 
Registrant has duly caused this annual rep(>rt to be signed on its behalf by the undersigned, thereunto 
duly :mthorized. 

Ct.PITAL CITIES COMMUNICATIONS, INC. 

);::;_·~-~ 
By ROBERT w. GELLES 

Controller (Acting Chier Financial Officer) 

Dated: March 25, 1977 
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CAPITAL CITIES COMMUNICATIONS, INC. 
AND SUBSIDIARIES 

INDEX TO FINANCIAL STATEMENTS 
COVERED BY REPORT OF CERTJFllm PUBLIC ACCOUNTANTS 

{Item IO{a)) 

Consolidated balance sheet, December 31, 1976 and 1975 ............................................................. F-3 

For the years ended December 31, 1976 and 1975: 

Consolidated statement of income............................................................................................. 8 

Consolidated statement of changes in financial position .......................................................... F-4 

Consolidated statement of stockholders' equity........................................................................ F-5 

Notes to consolidated financial statements................................................................................ F-6-9 

Schedules forthe years ended December 31, 1976 and 1975: 

V-Property, plant and equipment....................................................................................... F-10 

VI-Accumulated depreciation of property, plant and equipment....................................... F-11 

VII-Intangible assets............................................................................................................... F-12 

XII-Allowance for doubtful accounts..................................................................................... F-13 

XVI-Supplementary profit and loss information.................................................................... F-14 

All other schedules have been omitted since the required information is not present or is not present in 
amounts sufficient to require submission of the schedule, or because the information required is included in 
the consolidated financial statements, including the notes thereto. 

Financial statements and schedules of Capital Cities Communications, Inc. {not consolidated) are 
omitted since the Company is primarily an operating company, and all subsidiaries included in the 
consolidated financial statements are wholly-owned subsidiaries and have no outstanding debt. 
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REPORT OF CERTIFIED PUBLIC ACCOUNTANTS 

The Board of Directors 
CAPITAl. CITIES COMMUNICATIONS, INC. 

We have examined the consolidated financial statements of Capital Cities Communications, Inc. listed 
in the accomp~nying index to fimmdal st::ltemcnts. Our examimuions were made in accordance with 
generally accepted auditing standards, and accordingly included such tests of the accounting records and 
such other auditing procedures as we considered necessary in the circumstances. 

In our opinion, the linancial statements listed in the accompanying index to financial statements 
present fairly the consolidated financial position of Capital Cities Communications, Inc. at December 31, 
1976 and 1975 and the consolidated results of operations and changes in financial position for the two 
years ended December 31, 1976, in conformity with generally accepted accounting principles applied on a 
consistcnc b<~sis during the period. 

New York, New York 
February 28, 1977 
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Current Assets 

CAPITAL CITIES COMMUNICATIONS, INC. 
CONSOLIDATED BALANCE SHEET 

(Thousands of Dollars) 

ASSETS 

Cash ............................................................................................................................................... .. 
Short-tern1 cash investments .......................................................................................................... . 

Accounts and notes receivable (less allowance for doubtful accoums of$1,751 in 1976 :md 
$1.296 in 1975) (Schedule XII) .••..•............•......•....•..•...•.•......•......••...•.•......•.....••.....•.•........•..... 

Film contract rights ........................................................................................................................ . 
Prepaid expenses ...........• ~ .......................................... ~ ............................... ., ............. _,,, ............... .. 

Total current assets ........................................................................................................ .. 

Property, P/anr and Equipment, ar cost (Scl1edules V and VI) 
Land and land improvements ........................................................................................................ , 

Buildings ......................................................................................................................................... . 

Broadcasting, printing and other equipment ................................................................................ . 

Less accumulated depreciation ...................................................................................................... .. 

Property, plant and equip1nent, net ................... n ......................................................... .. 

Intangible Assets (net of accumulated amonization of $1,853 in 1976 and $1,033 in 1975) 
(Schedule VII) .................................................................................................................................. .. 

~1arketable Equity Securities (Note 5) ............................................................................................... .. 
Notes Receivable and Other Investments, at cost ............................................................................... .. 

Filn1 Contract Rights ................................................................ - ..... , .................................................... .. 

Decembt!r 31, 

1976 1975 

$ 5.015 $ 4.049 

52.296 43.676 

30.947 27.637 

3.313 3.579 

4.393 3.691 ---
95.964 82,632 

8,984 8,587 

23,853 22.681 
52.194 50,200 

85,031 81.468 

34,297 30,573 

50.734 50.895 

I64,520 159,593 

7.147 6.971 

7.936 ll,Jt:3 
2.221 3,674 ---

$328.522 $315.128 
= = 

LIABILITIES AND STOCKHOLDERS" EQUITY 
Current Liabilities 

Accoun1s pay;Jblc ........................................................................................................................... . $ 4.659 $ 4.920 
Accrued con1pcnsation .................................................................................................................. .. 3.531 2.756 
Accrued expenses .................................................................................................. , ....................... .. 7.710 5.622 
Film contracts ................................................................................................................................ . 3.828 3,944 

Taxes on income ............................................................................................................................. . 21.903 14.568 
Notes payable due within one year ............................................................................................... . 16,275 16,275 

Total current liabilities .................................................................................................... . 57.906 48.085 
Deferred Compensation ........................................................................................................................ . 1,420 1,179 
Deferred Income Taxes (Note 4.) ......................................................................................................... . 8.436 8.011 
Unearned Subscription Revenue .......................................................................................................... .. 6.859 5.476 
Film Contracts ....................................................................................................................................... . 2.271 4.052 
NotcsPayableDue:Afler One Year (Note 6) ..................................................................................... . 43.129 59,404 --- ---

Total li:1bilities , .............................................................................................................. .. 120.021 126.207 

Stockholders' Equity (Note 7) 

Convertible preferred stock, $1 par value ( 600,000 shares authorized) 

Common stock. $1 par value (20,000,000 shares authorized) .................................................... .. 7.697 7.687 
AdditionaJ paid-jn c.apital ............................................................................................................. .. 8.597 8,320 
Retained earnings ......................... ,.. ..................................................................... ,. ....................... .. 207.010 172,914 --- ---

223.304 188.921 
Less common stock in treasury, at cost (280,700 shares) ............................................................ .. 14.803 ---

Total stockholders' equity ............................................................................................... . 208.501 188.921 ---
$328,522 $315,128 
= = 

See accompanying notes 
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CAPITAL CITIES COMMUNICATIONS, INC. 

CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 

( 'l'h<wsand:'i of Dollar-s) 

Funds Provided 

Operations 

Net incon1e ...............................................•.............................................. 

Deprcciution nnd amortization .............................................................. . 
Other non·cash expense ......................................................................... . 

Total from operations.......... . ..................................................... .. 

Common stock issued under stock options (Note 7) ................................... . 

Decrease in notes receivable .......................................................................... . 
Increase in unearned subscription revenue ................................................... . 

Funds Applied 

Acquisition of publishing properties (Note 2) ............................................. . 

Purchase of common stock for treasury ....................................................... .. 

Additions to fixed assets ............................................................................... .. 

Reduction of long-term notes payable (Note 6) ......................................... .. 

Dividends ...................................................................................................... .. 

Other, net.. ..................................................................................................... .. 

Increase in Working Capi:al ................................................................................. . 

Working Capital Changes-increase (decrease) 

Cash and short-term cash investments ......................................................... .. 

Accounts and notes receivable ...................................................................... .. 

Other current assets ............................................................... : ........................ . 
Taxes on income ............................................................................................ . 
Notes payable due within one year .............................................................. .. 

Other current liabilities ................................................................................. .. 

Increase in Working Capital ................................................................................ .. 

See accompanying notes 
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\'t!ar Jo:ndcd Dt•ccmbct JJ. 

1976 1975 

$~5,620 

6;551 
1;;138 ---

43,309 

299 

1,531 

1,383 

46,522 

6,099 

14,858 

4,049 

16,275 

1,524 

206 

43,0!1 

$ 3,511 

$ 9,586 

3,310 

436 

( 7,335) 

(2,486) 

$ 3,511 

$25,402 

5,918 

778 

32,098 

72 

690 

32,860 

5,546 
16,275 

4!3 

(57) 

22,177 

$10,683 

$14,980 

753 

(I, 108) 

278 

( 4,6!2) 
392 

$10,683 



CAPITAL CITIES COMMUNICATIONS, INC. 

CONSOLIOATEO STATEMENT OF STOCKIIOLOEUS' EQUIT\' 
(Thousands or IJnllars) 

Yenrs Ended December 31, 1976 and 1975 

Addition:tl 
Prcrcrrcd Common Puid~ln 

Stock Stock Capital 

llalance ttl J;1nuary I, 1975 .. ._ ............... ,.................. .$238 

Net income for 1975 ....................... ~ ................. . 

2,750 shares of common stock issu_cd on ex-
ercise of employee stock oplions .................. . 

475,824 shares of common stock issu~:d on 
conversion of preferred stock........................ ( 238) 

Cash dividends 

Preferred .~tock .......................................... . 

Common stock {$.05 p!!r share) .............. . 

Balance at December .31, 1975 ................................ . 

Net income for 1976 ........................................ .. 

281,800 .'ihares of common stock pun;hased 
for treasury .................................................... . 

Ex~rcise of employee srock options 

10.0 II shares of common stock issued ...... 

1,100 shares of common stock issued 
fron1 treasury ......................................... . 

Ca~h dividcuds ($,20 per share} ..................... . 

R:.tluncciiCDcccrnhcrJl,l976 ................................. $-

$7,208 $8,489 

3 69 

476 (238) 

7,687 8,320 

10 304 

(27) 

$7,697 $8,597 

= 

Sec accompanying notes 
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Retained 
Earnings 

$147,925 

25,402 

(29) 
(384) 

172,914 

35.620 

( 1,524) 

$207,010 
= 

Trc:1sury 
Slock 

$ 

' 

(14,858) 

55 

$( 14.803) 
=--= 

To1:1l 

$163,860 

25.402 

72 

(29) 
(384) 

188,921 

35.620 

( 14,858) 

314 

28 

( 1,524) 

$208.501 



CAPITAL CITIES COMMUNICATIONS, INC. 

NOn:s TO CONSOLIIJATED FINANCIAL STATEMENTS 

I. AccoUNTING POLICIES 

Principles of Consolidation-The consolidated financial stalements include the accounts of all 
significant subsidiaries. 

Property, Plall/ and Equipment-Depreciation-Depreciation has generally been computed on the 
slraight-line method for financial accounting purposes and on accelerated methods (declining balance at 
150% and 200% of's1raight-line rates) for tax purposes. Estimated useful lives are as follows: 

\'cars 

Land improvements..................................................... 5·20 
Buildings ................................................................. ,_,,, J0-50 
Broadcasting equipment.............................................. 4-20 

Printing machinery and equipment .......... ~···········•··"' 5-20 
Program rapes and records •.........•...•...•.... ,.................. tO 
Furniture and fixtures ............................................ ,..... 8-20 
Au1omo1ivc equipr.~ent ................................................ 3-5 

Leaseholds and improvements are. amortized over the terms of the leases. Maintenance and repairs 
are charged to income as incurred and expenditures for renewals and betterments are capitalized. 

The cost of property retired or otherwise disposed of and the accumulated depreciation thereon are 
eliminated from the property and related accumulated depreciation accounts; the resulting gain or loss is 
reflected in income. 

lmangible Assets-Intangible assets consist of amounts by which the cost of acquisitions exceeded the 
values assigned to net tangible assets. In the opinion of management there has been no diminution of 
value of the related properties. However, certain intangible assets are being amortized over forty-year 
periods in accordance with Accounting Principles Board Opinion No. 17. Intangible assets of$127, 799,000, 
arising from earlier purchases, are not being amortized. 

Marketable Equity Securities-Marketable equity securities are carried at the lower of cost or 
aggregate market value. Any unrealized decline in aggregate market value below cost would be charged 
to stockholders' equity. 

Film Contract Rights-Film contract rights and the related liabilities are recorded at full contract 
prices when available for use. The costs are charged to income on accelerated bases related to the terms of 
the contracls or the usage of the films. Payments on film contracts are due .in varying amounts through 
1981. 

Unearned Subscription Revenue-Subscription revenue is recorded as earned over the life of the 
subscriptions. Costs in connection with the procurement of subscriptions are charged to expense as 
incurred. 

Investment Tax Credit-The investment tax credit is taken into income currently as a reduction of the 
provision for Federal income taxes. 

2. ACQUISITIONS 

Purchaje-1976-0n December 13, 1976, the Company acquired a group of six medical publications 
for a cash payment of $6,500,000. An additional payment, not to exceed $2,250,000, may be payable to 
1he sellers depending upon earnings of the purchased properties during the five-year period ending 
December 31, 1981. The consolidated financial statements include the accounts of these properties for the 
period of ownership. 
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CAPITAL CITIES COMMUNICATIONS, INC. 

NOTES TO CONSOl.JDATEil FINANCIAL STATEMENTS-(Cunlimwd) 

Purc/wse-1977-0n February 15, 1977, the Company acquired all of the outstanding stock of The 
Kansas City Star Company for an aggregate consideration of $125,002,000, consisting of a cash payment 
of$114,752,000 and $10,250,000 in 611.% notes, payable in three equal annual instullmcnts with the final 
payment due February 15, 1980. The acquisition will be accounted for as a purchase, with the results of 
operations of Star to be included in the consolidated results of the Company for periods subsequent to the 
date of acquisition. 

The Company obtained a $72,000,000 term bank loan on February 15, 1977, payable in 26 equal 
quarterly installments of $2,700,000 each, commencing August l5, 1978 and a Jinal installment of 
$1,800,000 on February 15, 1985, with interest at 8.2% per annum. Under terms of the loan agreement the 
Company is restricted from paying cash dividends exceeding. in the aggregate, 33VJ% of consolidated 
income belbre extraordinary gains from January 1, 1977. The Company must also maintain certain 
minimum working capital ratios and stockholders' equity of at least $200,000,000. 

Star is principally engaged in the business of publishing daily newspapers in Kansas City, Missouri, 
The Kansas City Times (morning) and The Kansas City Star (evening and Sunday). Star is also engaged 
in the manufacture and sale of fine papers through its wholly-owned subsidiary, Flambeau Paper 
Company and in the distribution of paper and paper products through its 91%-owned subsidiary, Grah:tm 
Paper Company. Unaudited consolidated revenues and net income of The Kansas City Star Company for 
the nine months ended September 30, 1976 were $135,528,000 and $4,269,000, respectively. 

3. EMt>lOYH.S' PROFIT-SHARING AND PENSION PLANS 

The Company has a qualified profit-sharing plan for certain employees. The plan provides for 
contributions by the Company in such amounts as the Board of Directors may annually determine. Such 
contributions charged to expensdn 1976 and J 975 were $1,753,QI)tl and $.1, 163,000, respectively. Other 
employees of the Comp(tny and its subsidiaries, not covered by .. the profit•sharing plan, arc covered by 
pension plans. In connection with these plans, contributions of $62?.,060 and $512,000 were charged to 
expense in 1976 and 1975, respectively. Provision is made for nor.rritll cost and amortization of prior service 
cost over a period of 30 years. The market value of the pension funds is in excess of the :tctuarially 
computed value of vested benefits. At the latest valuation date, January 1, 1976, unfunded past service 
costs aggregated $1,500,000. 

4. INCOME TAXES 

Pursuant to Section 1071 of the Internal Revenue Code, the Federal Communications Commission 
issued a tax certificate to the Company in connection with the 1971 sale of television station WTEN, 
Albany, New York, deferring taxes of approximately $5,125,000 until disposition of the replacement 
television station. Deferred income taxes result primarily from this and from the excess of tax over 
financial accounting depredation. The Company's effective .Federal income tax rates (Federal income wx 
expense divided by income before income taxes less state and local income taxes) did not vary materially 
from the statutory rate in 1976 and 1975. 

5. MARKETADLF. EQUITY SecuRtTm.s 

Markewble equity securities were carried at an aggregate cost of $7,147,000 and $6,971,000 and had 
an aggregate market value of$11,758,000 and $8,569,000 at December 31, 1976 and 1975, respectively. 
At December 31, 1976 there were aggregate unrealized gains of $4,667,000 and unrealized losses of 
$56,000. 
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CAPITAL CITIES COMMUNICATIONS, INC. 

NOTES TO CONSOLID,\TtD FIN,\NCIAL STA'fEMENTS-(Conlinucd) 

6. Nons PAYAnLn 

Notes payable at December 31, 1976 arc due as follows ( OOO's omitted): 

To former 
· To Triangle Caner 

Total 1_\inancial, Inc. shurcholders 

Payublc during: 

1977 (current yc:1r) ..................................................... $16,275 

t978.............................................................................. 16,275 

1979.............................................................................. 12,492 

1980.............................................................................. 6.15U 

1981.............................................................................. 5,512 

1982............................................................................. 2,700 

$59,404 
= 

Date offin:~l payml!nt 

$10,125 

10,125 

6,342 

$26,592 
= 

Jan. 5, 1979 

$ 6,150 

6,150 

6,150 

6,150 

5,512 

2,700 

$32,812 

Aug. I, 1982 

The Triangle notes payable relate to the purchase of broadcasting properties and bear interest at 
prime rate ( 6'/.i% at year end) or 5%, whichever is higher. The Carter notes payable relate to the purchase 
of newspaper and radio broadcasting properties and bear interest at 6%. At December 31, 1976, 
broadcasting licenses and other intangibles with net book values of approximately $111,000,000 and fixed 
assets and other assets with net book values of approximately $46,000,000 were pledged as collateral 
under agreements related to the Triangle and Carter notes. 

7. STOCK OPTIONS 

The Company has stock option plans under which certain key personnel have been given the right to 
purchase shares of common stock over an ele\•en-year period from the date of grant at prices equal to 
market value on the grant date. Each option is cumulatively exercisable as to 25% of the total shates 
represented thereby for each of the first four years after grant, provided that the individual remains in the 
employ of the Company. 
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CAPITAL CITIES COMMUNICATIONS, INC. 

NOTES TO CONSOLIDATED FINANCIAL STATEMF.NTS-(Conclndcd) 

The following information penains to the Company's stock option plans: 

Optitms grunted Market vulne at date 
of ~-:runt und when 

Shares Option price exercised ( u) 
available Numhcr 
for grunt Per share In total or shares Per sh:1re In total ---

Balance January I, 1975 24,200 $18.25 10 $36.13 $7,435,391 223,495 $18.25 10 $36.13 $7,435,391 

Authorized .............. 25,000 
Gr;1ntcd .................. (31,450) $25.50 10 $38.19 31,450 
Cancelled ................ 1,700 $24.75 to$36.13 ( 7,350) 
Exercist!d ................ $21.38to$28.75 71,469 (2,750) $36.25 to $40.75 107,531 

Balance December 31, 
1975 ............................ 19.450 $18.25to$38.19(c) 7,245,050 244,845( b) $18.25to$38.19 8,137,047 

Authorized .............. 40,000 
Granted .................. (37,350) $46.88 10 $51.06 ' 37,350 

Cancelled ................ 4,788 $25.00 10 $38.19 ( 8,538) 

Exercised ............ .:: .. $18.25 10 $30.25 299,156 ~) $46.88 10 $54.75 558,130 

Balance December 31, 
1976 ............................ 26,888 $18.25 10 $51.06 8,503,528 262,546(b) $18.25 10 $5 1.06 9,280,391 

-- = 

(a) The proceeds received by the Company from exercise of options are credited directly to 
stockholders' equity. No charges have been made against income in accounting for the options, except as 
described in (c) below. 

(b) At December 31, 1976 and 197!i, options were exercisable for 128,495 and 93,759 shares, 
respectively. 

(c) On approval of stockholders in 1975, stock options for 95,275 shares with exercise prices of 
$36.13, as modified, were furlher modified to permit exercise at $25.00 for a term of eleven years from the 
1975 modification date. As a result of this modification $184,000 and $187,000 were charged to income in 
1976 and 1975, respectively. 

(d) Information as to options which became exercisable was as follows: 

Option price 

Year ended December 31, 
1975 ............................................. .. 
1976 ............................................. .. 

Number 
or shares 

14,687 
45,642 

Per share 

$18.25 to$36.13 
$18.25to$38.19 

8. QUARTERLY FINANCIAL DATA (UNAUDITED) 

1976 quarterly results are as follows ( OOO's omitted): 

First quarter ........................ , ...................................... .. 
Second quarter ............................................................ . 
Third quarter .............................................................. .. 
Fourth quarter ............................................................. . 

Year ............................................................................ .. 

Net 
rc,·enues 

$ 46,207 
56,220 
51,448 
58,292 ---

$212,167 
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In total 

$ 504,726 
$1,363,650 

Operating 
income 

$14,472 
21.761 
15,623 
21,187 

$73,043 

Market mlue at dale 
options became exercisable 

Per share 

$30.69 10 $41.44 
$49.19to $53.38 

Net 
income 

$ 6,848 
10,7).3 
7,667 

10,382 

$ 35,620 

In total 

$ 519,743 
$2,299,362 

Net income 
per share 

$ .88 
1.38 
.99 

1.35 

$4.60 



Schedule V 

CAPITAL CITIES COMMUNICATIONS, INC. AND SUBSIDIARIES 

SCHEDULE V-PROPERTY, PLANT ANil EQUIPMENT 

Bahtncl.! at beginning 
of period Otitcr 

chlliiRCS- Balance 
As prc\'inusly Citizen- Additions Retirements rcdassifi- al close 

reported Journai(A) at cost(U) or sales cation of pt!riod ---
Year ended December 31, 

1976: 

Land and land improve-
mcnts ............................. $ 8,586,569 $ 156,540 $ 393,160 $ ( 150,000) $ (2,343) $ 8,983,926 

Buildings ........................... 22,681,350 889,748 297,334 ( 18,228) 2,343 23,852,547 

Broadcasting equipment ... 24,791,874 1,761,116 (905,116) ( 6,000) 25,641,874 

Printing machinery and 
equipment ..................... 17,468,864 1,254,794 994,553 ( 440,995) 58,475 19,335,691 

Program tapes, records 
and libraries .................. 2,005,108 820 ( 1,371,628) I, 171 635,471 

Furniture and fixtures ....... 4,076,758 76,963 307,012 ( 103,456) ( 56,646) 4,300,631 

Automotive equipment.. ... 477,584 17,731 308,186 (133,904) 3,000 672,597 

Leaseholds and leasehold 
improvements ............... 1,056,940 8,913 (91,662) 974,191 

Construction in progress ... 322,785 311,689 634,474 

$81,467,832 $2,395,776 $4,382,783 $(3,214,989) $ $85,031,402 

Year ended December 31, 
1975: 

Land ".lnd land improve-
n1ents ............................. $ 8,512,794 $ 101,850 $ (28,075) $ $ 8,586,569 

Buildings ........................... 21,607,218 929,983 ( 176,500) 320,649 22,681,350 

Broadcasting equipment... 22,580,765 2,535,887 (324,778) 24,791,874 

Printing machinery and 
equipment ..................... 16,257,920 1,528,340 (317,396) 17,468,864 

Program tapes, records 
and libraries .................. 2,003,152 ( 3,044) 2,005,108 

Furniture and fixtures ....... 3,804,569 285,679 ( 13,490) 4,076,758 

Automotive equipment.. ... 374,424 142,786 ( 39,626) 477,584 

Leaseholds and leasehold 
improvements ............... 1,36q,212 23,987 (6,610) (320,649) 1,056,940 

Construction in progress ... 325,374 (2,589) 322,785 ----
$76,83 i,428 $5,545,923 $ (909,519) $ $81,467,832 

(A) The Citizen-Journal was acquired in 1974 as a part of Carter Publications, Inc. but was not 
included in the Consolidated Financial Statements prior to January I, 1976. 

(B) Includes assets of$333,900 related to medical publications acquired on December 13, 1976. See 
Note 2 to Consolidated Financial Statements. 
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Schedule VI 

CAPITAL CITIES COMMUNICATIONS, INC. AND SUBSIDIARIES 

SCIIEDULE Vl-ACCUMULAH:IlllEPRECIATJON m· PROJ•~:RTY, I'I.ANT AND EQUIPM~:NT 

Uul:mcc ut bc~inning 
of pt!riod Other 

Retirements, chun~cs- llulancc 
,\s prcl'iousl}' Citizen· Charged TCilC!wuls and rcclassifi- at close 

reported .luurnai(A) to income rcpluccmcnls cation or period 

Year ended December 31, 
1976: 

Land improvcmenls ............ $ 276,718 $ $ 46,103 $ (59) $ $ 322,762 
Buildings ............................. 6,260,877 111,524 . 760,532 ( 14,559) .7,118,374 
Broadcasting cq uipment. .... 14,590,455 2,378,190 ( 805,082) (134) 16,163,429 
Printing machinery and 

equipment ........................ 4,314,132 368,579 1,917,222 (78,361) 40,081 6,561,653 
Program tapes, records and 

libraries ............................ 1,577,559 80,353 (I ,372,634) 134 285,412 
Furniture and fixtures ......... 2,503,491 43,577 322,589 ( 96,689) (40,081) 2,732,887 
Automotive equipment ....... 200,444 14,446 164,360 ( 85,859) 293,391 
Leaseholds and leasehold 

improvements .................. 849,205 61,396 (91,662) 818,939 

$30,572,881 $538,126 $5,730,745 $(2,544,905) $ $34,296,847 

Year ended December 31, 
1975: 

Land improvements ............ $ 236,003 $ 40,715 $ $ $ 276,718 
Buildings ............................. 5,478,161 669,993 ( 85,659) 19/1,382 6,260,877 
Broadcasting equipment. .... 12,688,005 2,185,376 (282,926) 14,590,455 
Printing machinery and 

equipment. ....................... 2,878,150 1,592,461 ( 156,479) 4,314,132 
Program tapes, records and 

libraries ............................ 1,496,842 83,760 (3,D43) 1,577,559 
Furniture and fixtures ......... 2,202,540 310,314 ( 9,363) 2,503,491 
Automotive equipment ....... 110,398 125,079 ( 35,033) 200,444 
Leaseholds and leasehold 

improvements .................. 961,326 90,362 ( 4,101) ( 198,382) 849,205 

$26,051 ,425 $5,098,060 $ ( 576,604) $ $30,572,88 I 

(A) The Citizen-Journal was acquired in 1974 as a part of Carter Publications, Jnc. but was not 
included in the Consolidated Financial Statements prior to January I, 1976. 
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CAPITAL CITIES COMMUNICATIONS, INC. AND SUBSIDIARIES 

SCIIEOUL•: VII-INTANGIHLE ASSETS 

(Thousands of l>ollurs) 

Excess of cost over net tangiblr: assets of business
es acquired: 

Balance at 
beginning of 

period 

Year ended December31, 1976 ....................... $159,593 

Year ended December31,1975 ....................... $160,396 

Additions 
at COSI 

$5,747(A) 

$ 17 

Deductions 
chl\rgcd 

to income 

$(820) 

$(820) 

Schedule VII 

Balnncc 
at close 

ofp<!riod 

$164,520 

$159,593 

(A) Acquisition of medical publications on December 13, 1976. See Note 2 to Consolidated 
Financial Statements. 
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CAPITAL CITIES COMMUNICATIONS, INC. AND SUBSIDIARIES 

SCIIEDUI.E Xll-AI.LOWANn; FOil DOUIITFUL ACCOUNTS 

Deducted from accounts and notes receiv. 
able: 

Bahtnce at 
beginning 
of period 

Year ended Dcccmbcr31, 1976 ........... $1,296,149 

Year ended Deccmbcr31, 1975 ........... $1,193,857 

(A) Accounts written-oft', net 

F-13 

Charged 
lo income 

$1,190,603 

$1,143,031 

Dcductjons 
from 

resen'es{A) 

$ ( 735,435) 

$( 1,040,739) 

Schedule XII 

Uabncc at 
close of 
period 

$1,751,317 

$1,296,149 



Schedule XVI 

CAPITAL CITIES COMMUNICATIONS, INC. AND SUBSIDIARIES 

SCIIEDULE XVI-SUPPLEMENTARY PRO~'IT AND LOSS INFORMATION 

(Thousands or Dollars) 

Year ended December 31, 

!976 1975 

Maintenance and repairs ....................................................................................... . $1,568 $1,311 
Depreciation of property, plant and equipment.. .....•............................................ 5,731 5,098 
Amortization of intangible assets ......................................................................... .. 820 820 
Taxes ocher than income taxes: 

Payroll taxes .................................................................................................. .. 2,643 2,341 
Real estate and other local taxes .................................................................. .. 1,930 1,505 

Rents ...................................................................................................................... . 762 740 
Royalties ................................................................................................................ . 2,092 ·1 ,817 
Advertising costs .................................................................................................... . 2,234 1,862 
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