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Item 1. Bu1fn111 

Capital Cities Communications, Inc. (the "Company") has been engaged In radio broadcasting since 
1947, In television broadcasting since 1953 and In publishing since 1968. The Company has 
approximately 3,570 employees engaged In Its publishing op~rallons and 1,020 engaged In broad· 
casting •• 

lnform1tlon 11 to Lln11 of Bu1lnu1 

The Company derives all broadcasting revenues and more than 80% of publlshlng revenues from the 
·sale of advertising. Subscription and other circulation receipts from publishing constitute the only other 
material source of revenue. See the Ten Year Financial Summary on pages 12 and 13 of the Annual 
Report to Stockholders for the year ended December 31, 1977, for net revenues and operating Income 
by lines of business for the five years ended December 31, 1977, Incorporated herein by reference. . . 

Publl1hln11 

At December 31, 1977, the Company was publishing eighteen business and speclallzed publlcatlons 
and six consumer newspapers. Following Is a summary by type of publication of Inches or pages of 
advertising, advertising revenue and circulation revenue for the last live years (OOO's omitted): 

·Aclull ProForma(a) 

1177 1171 1175 117<1 1173 11n 1171 

Inches or pages of Advertising 
Consumer newspapers (lnchesXb) ....... 12,048 8,054 6,921 2,907 2,243 12,447 11,668 
Specialized newspapers (Inches) ......... 1,468 1,366 1,231 1,381 1,387 ··,,,1 • .aa 1,368 
Specialized magazines (pages) ............ 5 2 2 2 2 6 6 

Advenlslng revenue 
Consumer newspapers(c) .................... $102,643 $42,493 $34,618 $12,797 $ 9,095 $108,635 $96,473 
Specialized newspapers ...................... 45,785 39,666 30,084 32,786 29,491 4~.785 39,666 
Specialized magazines ........................ 10,320 3,514 2,757 2,948 2,923 10,320 9,102 

Circulation revenue 
Consumer nawspapers ........................ $ 18,761 $ 9,592 $ 8,568 $ 3,258 $ 2,289 $ 20,007 $19,034 
Specialized publlcallons ...................... 10,985 9,339 7,893 6,578 6,094 10,985 9,339 

(a) Includes Kansas City Star/Times and International Medical News Group publications for the 
twelve months of 1977 and 1976. 

(b) Does not Include linage for Inserts. 

(c) Includes net revenue from Inserts. 
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Specialized Publications 
, 

Fairchild Publications ("Fairchild") is primarily engngNI in gatherlnn and publishing business news 
and Ideas for industries covered by Its various publications, all l)f which me printed b)• outsldo printing 
contractors. Following are the publicallons: 

Newspapers 
Women's Woar Daily............................................. Dally 
Daily News Record ............................................... Dally 
American Metal Mnrkel ......................................... Dolly 
HFD-Retailing Home Fumisltings ...................... Weekly 
Energy User News ................................................ Weekly 
Footwear News ..................................................... Weekly 
Supermarket News ............................................... Weekly 
Electronic News.................................................... Wecldy 
Metalworking News............................................... Weekly 
W ••.•..... ,................................................................. Bl-Weekly 

Magazines 
Men's Wear........................................................... Bl-Weekly 
Metal/Center News............................................... Month!)' 

lnternalionnl Medical News Group• 
Family Practice News............................................ Semi-Monthly 
Internal Medicine News........................................ Seml·Monlhly 
Ob. Gyn. News...................................................... Semi-Monthly 
Pediatric News...................................................... Monthly 
Clinic11/ Psycllialry News....................................... Monthly 
Skin & Allergy News ............................... ., ....... :..... Monthly 

Circulation 

67,000 
27,000 
1!i,OOO 
40,000 
111,000 
25,000 
57,000 
71,000 
35,000 

186,000 

27,000 
12.000 

67,000 
57,000 
25,000 
24,000 
25,000 
25,000 

• Controlled circulation medical publications pt.1rchased in Decembor 1976, which are distributed 
throughout the nation primarily to physicians. 

Consumer Newspapers 

Tile Oakland Press, purchased by the Company In 1969, Is .'l daily evening newspaper with a 
circulation of approximately 75,000 and serves a subu1ban area adj:)cent to Detroit, Michigan. 

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

The Fort Wort/1 Star· Telegram, with a combined morning and evening circulation of 229,000 and a 
Sunday circulation of 231,000, 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 $125,002,000. Star publishes T/ie Kansas City Times, a morning newspaper with 
a circulation of approximate!)• 321,000, and Tile Kansas City Star, with circulation of approximately 
293,000 in tho evening and 397,000 on Sunday. See Nole 2 to Consolidnted Financial Stntements of the 
Company's Annual Report to Stockholders for the year ended December 31, 1977 for ndditional 
Information including a description of non-publishing properties acquired. 

Competition 

Fairchild's business Is highly competitive. In its vnrious nows publishing ac:tivitlos it compotes with 
almost nil other information media, and this competition muy become mom inlense os communications 
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equipment Is Improved and now techniques nro dnvulopoll. Many motropolitan general newspopors nnd 
many small-city or suburbnn pl;lpers cmry business news. In ncld1tion to spcclnl mng:izlncs In tho fields 
covered by Fairchild's publicotioml, goneml nnws magn7.lnes publish substnntlnl nmounls of b\1ulness 
mnterlal. Nearly 1111 of those publications !lecl< lo sell odvortislng spnce and much of this effort ls directly 
or lncllrectly compclitivo with the Fairchild publicntlons. 

The Company's consumer newspapers compete with other advertising medl11 such as broadcnstlng 
stations, magazines and billboards. Additlonully, Tho Oakland Pross, the News-Oomocmt and tho 
Citlwn·Journal serve suburban meas adjacent to metropolitan centers and compote with newspapers 
publlr.hed there. 

Raw Materials 

The primary raw material used by the publlshlng division ls newsprint. Nawsprlnt and other paper 
stock for the Fairchild publications Is mostly furnished by tho contract printers. Newsplint ls rendlly 
avallnble from numerous suppliers. The Compuny's consumer newspapers purchase lhelr miwsprlnt 
from various suppliers ns follows: 

Shor• 
lurnlahad 

Nmnbar ol b~ lnrgoot 
~pilots ~E.'.!!! 

/(ansas City Slar/Tin1es ............................•............•. , ........... . 9 27% 
Fort Wortll Star· Telegram .................................................... . 5 45% 
The Oakland Press .............................................................. . 3 42% 
Ne~vs .. Domocrat .................................................................... u 4 54% 
Citizcn .. Journal ................ : ................................................... . 4 51% 

Bro:idcastlng 

The Company prosontly owns and opemlos five vory high frequency (VHF) tolovl:;lon stations, one 
ultra high frequency (UHF) television stnllon, seven standard (AM) radio slatlons and six frequency 
modulation (FM) radio stations. Marl<et locations, frequencies, lmnsmiltor powor nnd other station details 
are sQt forth In tablas under "Item 3-Properties". 

Campetit!on ' 

The Campm1y's television and radio stalions ore in C(llllpetitian with other telovlslon :.md radio 
stations, as woll as other ndvortlsln[J media such as newspapers, magazines and billboards. 

Compelilipn in the toleviskin broaclc,\sling industry occurs prlmnrlly In individual morkat areas. 
Generally, a tolovision broadcnsting siallon Jn one mmkut docs not compete wilh other statloM In other 
market arens, nor rloes a group ofrstntions, s11ch ns those owned by the Cornpnny,.campoto with any 
other group of stations as such. \A(hllu lhc puucrn of competition In the rndlo broaclcnsting industry_ Is 
basically the same, It is not u11comino11 for rndla stations outside of a market nrca ta place a signal of 
sufficient strcnglh within tlmt uro:i (portlculmly during nighttime [iours) to oain a share of the audience. 

In adcllllon to management and experience. factors which are materl:tl to cornpolitivo pouitlon 
include authorized power allowance, assigned frcquem:y, network alfillatlon, and local program 01:cept· 
ancc, as well ns slrongth of local compntitlon. 

Under present regulntinm1 of tho Fcdeml Communications Commission ("FCC") no addillonal VHF 
television commercial stations may hll conslructed or opemted In any of tho cities where. the Company's 
lelovision stations am lacntcd. Soc, however, :•ucanses-Fcdcmt Regulation of Broad· 
casting-Allocation Mnlters" below. 

Thero mo sources of hilevisian sorvlce other than conventional \olcvision stations. Thu most 
common at proscnt is Commumty Antenna Telovision ("Cl\'TV"). CATV can pravido more competition 
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for a stnlion by mnktng t1ddiliom1I r.lgnnls nvallnblo to its nudicnco. In 197::!, tho FCC adopted rules 
lntondocl to facllltato tho dovolopm1.>nl of CA TV while nvoiding undue competillvo impncl on tho bMlc 
structure of television hrondcastln(t. N<> prediction can be made as 10 the cxlanl 10 which CATV S\•r.lems 
bringing aclditlonnl slgnals Into tho morkets of tho Company's stntlons wlll develop. In addllion some 
,CATV systems hnvo begun supplying programming 11ml is not ;wnllable on conventional television 
stations. Seo "Llconses-Fodcral Regulation of l~roadcasting-Cnble nnd .':Jubscripllon Television" for 
a dir.cusslon ot CATV, pay cable and subscription television. 

Llccmsca-Fodcrnl Rogulallon of Brondcasllng 

Tolevlslcm and mdlo bmndcnstlng arc subject 10 the jurisdiction ot lhc FCC under the Commu· 
nlcotlons Act of 1934, as amended (Iha "Communications Act"). Tho Communicntlonr. Act empowers 
the FCC, among other things, to Issue, rovokc or modify broadcasting licenses; to dolarmine tho locntlon 
of stations, to rcgulnle the equipment used by st11tions, to ndopt such 1egulatlonr. ns may bo necessmy to 
carry out the provlulons of the Communications Act and to impose certain penalties lor violation at such 
regulations. 

Renewal Matters 

Broadcasting licenses may be gmnled tor a maximum period ot three years and arc renewable for 
adcllllonal three·ycnr periods upon nppllcatlon tor renewal. During certain periods when a renewal 
appllcntion Is pending, competing appllcants may file tor the troquency In use by the roMwal. appllcant. 
Competing applicants may be entlllcd to a compamhvo hearing In compctltlon wi\h the renewal applicant •. 
No competing applications have been tiled agnlnst any of the Compnny's stations. 

In addition, petitions to deny applications tor renewal of licanso may be tiled during certain periods 
following the tlling ot such appllcnllons. In recent years, reprosentaliVC'S of various community groups 
and others have tilod Increasing numbers ot petitions to de111• renewal appllc:atlons of broadcasting 
stations, Including some of the Company's stations. At present, pelltions to deny aie pending against the 
renewal appllcotlons ot l<TRl(·TV, l<POL (AM&. FM) :md KFSN-TV. In each case, 1110 petitioners make 
allegations regarding the stalion's employment and programmlr19 pmctlces. The Compan)' hos filed 
oppositions to each petition contending that none raises any question which would warrant a hearing on 
the renewal application. 

Regular renewal of the licenses of two other stations has been delayed, and the relevant applications 
for renewal of those lico11ses arc presently pending al the FCC. WPAT·AM's application for renown! has 
been placed on deterred slntus pending completion of work pursuant to tho construction permit allowlng 
It to relax restrictions on ils nlghtlimo radiation pallern. Regular renewal of the license of WPRO·FM has 
been delayed pending FCC resolution ot a dispute concerning Interference to a television station, 
allegedly caused by a power Increase granted to WPRO·FM in 1972. Moreover, renewal of the license of 
KPOL·A.M has also been delayed pending completion of technical changes to its facilities. It Is not 
possible to predict how these engineering matlers will be resolved. However, It Is believed to bo 
improbable that any of them would bo resolved in a way that would have serious adverse effects on tho 
operations of those stations. 

Owners/1ip Matters 

The Communications Act prohibits the assignment of n license or lhe transfer of control of a licensee 
without prior approval of the FCC and prohibits tho Company from having any officer or director who is an 
alien and from having more than one·fiflh of ils stock owned b1• aliens or a torelgn government. 

The FCC's "multiple ownership" rules pmvicle, in general, that n llcense for a mdlo or television 
stntion will not be granted it tho applicant owns, or has a subslnntinl interest In, another station of the 
same type which provides service to areas already served by lhe station operalc>d or controlled b\1 the 
appllcanl. These rules further provide that. a broadc:nst license to operate a mdio or television station will 
nol bo granted it tho gmnt ol the license would result In a \'o~nlratlon of control of broadcastinu. The 
rules provide thal a piesumption of such concenl,ration of c0r\il<,1 mises In lhe evenl lhal an entity dircqtly 
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or lndir1Jclly owns or Mr. nn lnlor.:ist In moro thnn sown 1\M radio st;itlons, more than sovon FM r:idlo 
stations, fir mom than seven lolovlslon r.i:itions, of which no more tlinn live may bo VHF. Tho Conipony 
now owns novon AM radio stations, six FM mdio stations and six tch:ivlsion stations, al Which flv11 uro 
VHF. 

In nddltlon, the FCC will not gr.int nppllcotlons for stnllon ncquisillons which w1iuld result In tho 
creation of new AM·VHF or FM·VHF combl1111tlons In the sumo market under common ownership, Now 
combinntlons of AM·FM In tho same mnrket under ctlmmon ownership ure permitted. Combinations of 
UHF tolovlsion stations with AM stations, FM stallons or AM·FM combinallons in tho s;1mo mmkot will bo 
consldorod by the FCC on a caso·by·cnso basis. ruithtlrmore, under the FCC's rules, radio and/or 
television licensees may not acquirll new ownership interests In daily newspapers published In the some 
markets served by their broadcirnt stations. Under theso rules, the Company would genomlly be bnrred 
from making acquisitions or sntos which would rosult In the creation of nuw combinations, or 
malntommce of existing combinntions, Inconsistent with tho rules. 

Tho Company presenlly owns one AM·VHF combination, WKBW·AM and WKBW·TV, Buffalo. In 
addition, the Company presently owns daily ncwsp!lpors in two markets In which it also holds radio 
licenses. For purposes of these rules, T/10 On/clnnd Pross and WJR·AM and WJR·FM, licensed to 
Detroit, are troated as In the same rnarl<et, as are the Fort Worth Star-To/eg11.1m and WBAP·AM nnd 
l<SCS·FM, licensed to Fort Worth. Under tho rules, therefore, thes11 commonly owned broadci.1$t and 
broadcast/nowspapor romblnnttons could not be transferred togethor. 

The FCC's AM·f-M·TV rule applies prospectively only. A recent decision of tho Unitocl Stales Court 
of Appoals for the District. of Columbia Circuit would have had tho effect of roqulring thu FCC to ardor the 
divestiture of oxlsling commonly owned broaclcast/newspaper combin;:itions serving tho same mmkots, 
and would have appomod to require lho FCC lo ardor tho Company to brenl< up tho broad· 
cnsl/nowcnoper comblnntlons described above. The Court's diJCision was appealed to the Supreme 
Court~ \'flii~h has huurd thn cnsa, and tha ln:.lUai Is nov-t pf)nding b:aforr thot Court. Tho Ccrnpu_n;· cannot 
procllct whother the Suprome Court will affirm, reverse or modify the doclslon of the Court of 1\ppct1ls. 
Nor can it predict tho events or consoq11encos that will follow from any particular Supremo Court 
decision. 

Th(l FCC has now od<lpted n rule prohibiting t1cquisltlons that would result In common pwnership of 
three broadcast stations. any two of which me liconsod in cities within 100 miltls of the third, if tho servlco 
contours ,11 tho stations (a~ dofinod by tho FCC) overlup. For purposi:>s of this rule, commonly c~~ncd AM 
and FM stations ticc•nsod In cities no more than rn mil~s npurt mo tm::itecl ns ono entity; Moi.:cv<ir., 
combinations otherwise covorod by th.:i rule tlmt lnclurJe UHF television stations aro not prohibited, but 
will be cnnsldorcd by llm FCC on n cnso·by-caso basis, Tho C!lmpony's broadcast Interests am 
consistent with the rule, but tho mlc could aUtJcl subsequent acquisitions. 

E:<mipt as discussed below, the FCC's rules specify that power to vote or control the veto of 1 % or 
more ol tho stock at a pullllcly·hold brondcnst licensee (I.e., a licensee with 50 or more stockholders) Is 
tho lo$t. for determinl1ig whether an entity should have lho licensee's llroadcnst stations or newspapers 
attributed to it for purposes of tho multiple ownership rules. However, the FCC's rules permit a qualifying 
mutual lund to vote or control the veto of up to 5% of lhe stock of a publicly-held l)roadcast Ii ~onseo 
before tho lir.onsee's sttltions will be nltributed to tl11i mutual fund. The rules also permit inslii;:i_nco 
compnnhis or banl<s h\llcling stock in their lrust. depnrtmunts to vote or control tho voto of up to 5% of tho 
stock of a publicly-hold licensee bolero the liconseo's r.tntlons me allnbulcd to them, provided that such 
insumm:o companies or honks do not oxorclse any control over tho management or policies of the 
pulll1cly-hcld bromtcast compan~.m companies in which they hold in oxcoss of 1 % of lhe stool<. The 
FCC hos tilso lndicotcd that it. h{1 considering rules which would ponnlt certain cntogories of pnssivo 
shmeholclors to own up to 10% oi~.ttio' shmes of brondcnst stations and newspapers which could not be 
Ctlmmonly r.ontrollecl undm lhll rutos. 

Finally, in Hl65, the FCC ~foposcd a rule thnt would prohillit the ncquisitlon of more than two 
television stations located In the 50 largest television mnrkets. Tho proposed rule wnr. n9t aclopttlct, but 
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the FCC onnouncod llK1t os n mnuor of policy ii wo;1td require applicnnts seeking interests In the top 50 
mm~ots in oxcoss of thoso which would hnvc boon pNmittcd unrtor tho rule to show that the grant of their 
npplicntion would servo a r.ompt'lling public interest. Four of the Company's stolions mo in tho top 50 
marlu.lls. 

Ca/.J/o and S11IJscnptton Ta/evision 

FCC rules bnslcmlly require CATV systems lo carry tho slgnnls ol Iha stations In whoso s~rvlce nrons 
they opomto or which mo vlowod lly significant numbers of persons In tho ::iren served by the system (as 
dcfinod lly the rules); permit systems operntlng In the largest 50 rnarlmts to supplement the sl11nnls of the 
stntic111s they mo required to carr)• with n sufficient number of othor slgnnls so that they cnn supply their 
customers with tho programs of three nclwork·nflilintccl stations and three non-notwork, Independent 
station~ ;:md, ln any event, nol less than two Independent signals not avallublo In the mnrl<el; pmmil 
systems opemling In the second 50 mmkels lo supplement the signals ll10y mo required to cnrry with 
slgn11ts thnt would allow them to supply three full networl1 services plus two non-network Independent 
services and, in any event, not less than two imlepcndont signnts not uvnilnble in lht) marlml: and protect 
the right of stnlions In tho largest 50 rnart1ets-nnd 10 a lesser extent In the second 50 markets-to retain 
exclusive rights to tho exhibition of program material licensed to them by requiring CA TV systems to 
delete programs offered on more disto:ml stations whon tho nearer station holds the exclusive right lo their 
broadcast. As noted above, four of tho Company'o stations are In tho top 50 marf(Cls. Two are In Iha 
second 50 markets. In cnch case, the effect of tho nrlas Is to permit CATV systems operating In those 
mmkols to Import tho signals of non·notwork, lndcpendcmt stations from lmger, distant markets that are 
not prcsanlly available ln the stations' mmkcls. 

Some CA TV systarn~ have begun supptylnt1 vdditlonal progmmmlng to subscribers tlmt ls not 
originated on, or lrMsmittecl from, convenllonal lelovision broadcnsting stations. In addition, there hove 
been ollempts to dovolop television &orvice that omph:i~ties the origlnntlon and/or distribution for a lee of 
programming not availoble as part of a conventional iroo tetcivlslon service. FCC rules restricting the 
oxtont to which such subsr.riptlon tatnvislon op<m111ons or cnbto opom11ons may provide programming oi 
a sports, fenture film <>r entar:atnmenl series nature have been olimlnotcd by tho FCC as tho result of a 
court decision. The Compan)' cann(lt predict tho future cornpetlUvo impact of such subscription services. 

lho Commission recently considered the noed for a rule which would limit or prohibit totovlslon 
stations and television networks from obtaining exclusive rights as against the exhibition of feature films 
by others durin~ periods when such films are contractually available for broadcast by the stntlons or 
networks. The Commission conctutletl that thore was no ncecl to odopt rules going beyond tho 
lirnltnticins currently appoaring In lls 1utos. Sovorat compnnlos ongnged In tho pal' \~able business havo 
sought review of tho Commission's refusal to adopt new roslrit11ions In the United States Court of 
Appo:ils. The Compnn)' cannot predict how that proceeding ma)' be resolved or tho Impact, If nny, that 
would result from a court decision tending to the FCC's adoption of rules preventing television i;tations 
from obtaining the exclusive rights to broadcast fenture films as 11gainst pay cable operations In their 
service areas during the times when the films arc licensed to them. 

Allocnlion Matters 

Tho FCC initiated n proceeding looking Into the feasibility and desirability of allocating additional 
VHF tetevi~ion stations to a substantial number of the top 100 television markets in tho United States. 
Among tho proposals it considered wore those for additional allocations that could add seven VHF 
television signals lo the Fresno ninrkol, which prost>ntly has five UHF stations, Including l<FSN-TV. In 
connection with this proceeding, the Company filed comments with tho FCC oppo31ng the proposal, and 
ar11ulng that its adoption could hav.:i serious dir.ruplive effects on tho existing UHF stations and on tho 
qunlity of television service nvailabte to tho Fresno area audience. The FCC hns now decided that 
additional VHF dmp·ins mo leasihlo In four markets, nol includlnp Fresno or any other market in which 
tho Company has a television stnlion ti the FCC's decision is nC>I reconsidered or overturned by a 
rcvicwin(J court, there will be no likutihond of a \IHI' drop-in in tho Company's markets. It is not possiblo 
to prt'dicl what action tho FCC m::iy tnko on the potillons seekino rt'consideration ot Its action thul have 
been tiled, or whether oppeals from an)' FCC nction on roconsiclorntion will be lutwn. 



In nddition, tho FCC has inlllatod ;;i proceeding looking toward providing new radio service In those 
parts of the country which presently do not rectlivtl primary rJdio service. Among tho possiblo 
altemntives proposed are nn Increase In tho powor of certain mdio stattons operating on "clear c:hnnnol" 
frequencies which would considerably oxtond their sorvlco mngo, or. conversely, perrnitling now stations 
to opemto on these elem ctmnnet frequencies nnd thereby reducing lho rango ol lhn elem channel 
stations. WJR·AM and WBAP·AM both opomte an cl~nr channels ond, depending an Iha outcon10 of 
the proceeding, could oilher qualify lor extension ol their servica range or have their service range 
reduced. Moreover, tho Compnny's other mdio stations could be faced with additional competition lrorn 
new radio signals that might become available In their s11rvlce nroas as n result of FCC action In thhi 
proceeding, There is no wny ta predict the autcomo of this proceeding or the possible consoquences 
which FCC action might have on the Company's stations. 

The FCC also Initiated a proceeding looking toward Increasing commercial VHF television service to 
the State of New Jersey, which has no commercial VHF television stations licensed to communities within 
It. Among the proposals which the FCC considered were the dropping In of n new VHF allocation, the 
move of an existing VHF allocntlon !tom either New York Cily or Philadelphia to a New Jersey cammunlly, 
or the creation of a dunl·clty licensing scheme whereby stations presently licensod ta New York Clly or 
Phlladelphln would also be llcens11d to one or mare New Jersey communities. WPVI· TV, which Is 
licensed to Philadephla, participated in lhl~ proceeding. 

Tho FCC did not adopt any al these proposals, ond Instead concluded that the plans ol. the 
Phlladolphla and New York City VHF licensees lar future enhancecl sorvico to New Jersey would 
constitute a satisfactory allornative. The Now Jersey Coalition for Fair Broadcasting, which participated In 
the proceeding beloro the FCC, has appeale<.l the FCC's decision ta the United StQtes Court ol Appeals 
for tho Third Circuit, primarily on the ground thnt tho relief granted by the FCC was lnndoquato and In 
violation ol lhe Communications Act. · Tho Company, and the licensees ol other New York City and 
Philadelphia VHF Slnlions, have intervened in lhe proceeding on the side of the FCC. The case has been 
arguoo\bllloro the Court, and tho mailer Is pending. It Is not possible to predict lhe likel\' outcome ol this 
prc::e~:.iing, or the possible consequences ta WPVI· TV which could result lrom a Court decision lead Ing 
to FCC adoplian of uny of the various all&mntlves described above. 

Ne/work Proceeding 

Tho FCC has also initiated a pror.:iodlng investigating the acq\llsilion and distribution al television 
programming by the throe national teicvinion networks. Among other matters, the investigation 
encompasses the relationship betwoen Iha netwo1 l1s and their program suppliers nnd between the 
networks and their afliliatou-particularly as to such subjects as tho degree. of aflilinte reliance on network 
pragrmnming. tho oppartunition of allll!atos to review network programs prior lo broadcast, and the nnturo 
and ellecls of network-station compensalion plans. All six al the Company's television stations am 
aflillalcd with national lolovislon nelworks. It is not possible to predict the outcome of tt1is proceeding or 
lhe oflects on network-station relalianships which any FCC action might have . 

• • • • 

Investigations, hominfJ>l a11d studios uro periodically conducted by Congrnssional committees and 
by tho FCC and other government agencies with respect to problems and practices ol, amt condilians in, 
the broaucasting Industry. The Company cannot predict whelhor now leuislation or rcgulntions may 
result lrom any such ~tudles or hearlr.gq or tho a.clversc impact. ii any, upon the Company's operations 
which might result therolrom. 

Tho inlormntion contuined under lhis hondiny docs 1101 purport to be n complote sutnmary al all thu 
pravi5lons of the Communicntions 1\c: and tho rules nnd regulnlions ol lhe FCC theroundur or of pending 
proposnls for other rcoulation ol broadcasting and related •at:livitios. For a complete statement of such 
provisions. reference Is mnde to the Communications i\ct, to such rules nnd regulations and to such 
ponding proposnls. 
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C1nlldlan T•vl1lon 

The Company's telev.lslon station WKBW-TV, Buffalo, New York, like other television stations near 
the Cenadlan bOrder, derives revenue from canadlan advertisers who seek to reach the station's United 
States and canadlan audiences. Beginning In 1976 those revenues have been reduced as a result of 
certain actions taken by the canadlan Government. 

In September 1976, canadlan legislation was made effective that would prevent canadlan 
ldvertlsers from obtaining a ta>c deduction for the cost of advertising placed on United States television 
stations to reac!l primarily canadlan audiences. While the law contained certain transltlonal provisions, In 
September 1977, It became fully applicable to all contracts for the purchase of time on American 

~ stations. 

In addition, the canadlan Radio-Television Commission had sought to require canadlan cable 
television systems that carry the signals of United States stations to delete the commercials of those 
stations and substitute either public seNice announcements or commercials supplied and sold by 
canadlan television stations. The canadlan 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 
challenging the Canadian Radio-Television Commission's authorization of commercial deletion was 
brought In the canadlan courts, which have now upheld the Commission's action. WKBW-TV and two 
other Buffalo television stations are parties to suits pending In the canadlan courts against a Toronto 
cable company which has engaged In deletion of some commercials on the channels of these stations. 

Hem 2. Summar, or Oparatlont 

The Summe.•y of Operations of the Company for the five years ended December 31, 1977, and 
management's discussion thereof, set forth begl11nlng on page 14 and ending on page 16. of the Annual 
Report to Stockholders for the year ended Dec11mber 31, 1977, are Incorporated herein by reference. 

Hem 3. ProparflH 

The Company occupies e>cecutlve offices at ·495 Madison Avenue In New York City under a lease 
e>cpirlng June 30, 1980. The principal e>cecutlve and editorial offices of Fairchild are located In New York 
City and are owned by the Company. AH. 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 broadcasttransmltter sites except those of WBAP-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. Studios and offices at Buffalo, Clifton (WPAT), Providence, Fresno, 
Durham, Houston, Philadelphia and Los Angeles are owned and those In Albany, Fort Worth,,Detrolt and 
New Haven are leased ( 1 ). New television studios and offices are under construction at Buffalo and 
Durham, and WKBW-AM (Buffalo) will be moving to. leased quarters later In 1978. 

(1) Such leases e>cplre on June 30, 1986, November 8, 1979, June. 30, 1985. and July 31, 1979, 
respectively. 

r J 
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Television stations owned 

C:;, .......... 
andloc•lloM \\. ChllllMI 

\ 
w~~i~~iiiiiia:·'P~iiiisyi~aiiia'"""'"""'''"'\~ 6 

WKBW· TV............................................... '-0 7 
Buffalo, New Votk ··· · ~. 

';· 

KTRI<· TV................................................. -1~ 
Houston, Texas 

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

WTVO...................................................... 11 
Durham, North Carolina 

l<FSN· TV .................... ~ ........ ,................... 30 
Fresno •.. Callfomla 

Radio staflons owned 

... , ..... A~=a 
ar.dloc9tloM FM-Megllherta 

KPOL ................................................. ._ 1540K 
Los Angeles, Callfornla 

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

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

1•Aetropolltan New York) 
WBAP ................................................. 820K 

Fort Worth, Texas 
WKBW ................................................ 1520K 

Buffalo, New York 
WPRO ................................................. 630K 

Providence, Rhode Island 

WROW ................................................ 590K 
Albany, New York 

W?AT·FM ........................................... 93.1 M 
Paterson, New Jersey 

(Metropolitan New York) 
WJR-FM .............................................. 96.3M 

Detroit, Michigan 
KSCS·FM ............................. ~·~ ............ 96.3M 

Fort Worth, Texas 
WPRO·FM .......................................... 92.3M 

Providence, Rhode Island 
WROW·FM .......................................... 95.5M 

Albany, New York 
KPOL·FM ............................................ 93.9M 

Los Angeles, California 

E•plnilloll 
cllll•olFCC 

•UthorlHtloll 

Aug. 1, 1978 

June 1, 1978(2) 

(3) 

Apr. 1,, 1978(2) 

Dec. 1, 1978 

(3) 

Po-
AM-W•tla 

FM-Kllow•lta 

50,000Day 
10,000 Night 

50,000 

5,000 

50,000 

50,000 

5,000 

5,000Day 
1,000Nlght 

12.6 

50 

100 

-15 

9!4. 

10() 

E~•lloft 
al•ol 

NelWGrtl MIWGrtl 
•lllll•tlon •lllll•tlon(1) 

ABC Aug. 15, 1979 

ABC July 2, •. ,.91a 
'• 

ABC Ai)r. 2, 1979 

ABC Jan. 1, 1979 

CBS Sept. 11, 1979 

CBS Feb.28, 1980 

E•plnillon 
cllltulff,lC NelWGrtl 

•uthorlHllon •lllllallon(1) 

(3) None. 

Oct. 1, 1979 NBC(4) 

(5) None 

Aug. 1, 1980 NBC(4) 

June 1, 1978(2) None. 

Aprll 1, 1978(2) None 

June 1, 1978(2) CBS(4) 

June 1, 1978(2) None 

Oct. 1, 1979 None(4) 

Aug. 1, 1980 ('lone(4) 

(6) None 

June 1, 1978(2) None(4) 

(3) None 

. 
(1) Although FCC regulations prevent network contracts from having terms of more than two years, 

such regulations permit successive renewals which are routinely granted. 
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(2) Applications seeking renewal of the licenses of these stations have been filed with the FCC and 
are pending in the normal course. 

(3) Regular renewal of these licenses have 
0

been delayed because of the filing of petitions seeking 
denial .of ren.ewal applications. In addition, KPOL-AM's renewal has been deferred pending satisfactory 
completion of certain changes to the station's technical facilities". 

(4) Network amifatiorl\Jgreements of WJR, WBAP and WROW expire on October 31, 1979, January 
1, 1979 and De&mber 30, 1978, respectively. CBS and NBC• permit an FM station to duplicate 
programming c:fvered under agreement with an associated AM station. . 

,;::=::::::::..::,,,~< __ --;;,;, - ' f' °" (5). Regular renewal of this license has been delayed pending satisfactory completion of changes to 
II the station's technical facilities. 
\\ 
'/ J, 

(}) 
(L./ 

() ' ·(6) Regular nmewal 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. 

· ·. lle.m 4. Parents and S11bsldlarles 

Sf!bsidiaries 100% owned by the Registrant at December 31, 1$77 and included fnJhe consolidated 
financial·statements: 

i' \·· 

Capital Cities Media, Inc ............................................................... . 
Oakland Press Company ............................................................... . 
The Kansas City Star Company ..................................................... . 

Sl•l•ol 
lncorpor11ion 

New York 
Michigan 
Missouri 

Item 5. Legal Proi:i(3etl.lngs • 

The following corisiltute material pending legal proceedings, ,gther than ordinary routine litigation 
incidental to the business, to which Registrant or any of its subsidia~.il!S is a party or of which any of their 
properly is the subject: · · • · ,, 

(a) Reference is hereby made to Registrant's Form 10-Q for the quarti.f~bnded March 31, '1977, 
under caption "Item 1. Legal Proceedings" which describes an action relating}i\1)'l,Qlain:i by Kansas 9ty 
Webb Pressmen's Local 14 against The Kansas City Star Company, a ~~h91)yfq;,'jileQ;c.~'~b~idi?rY qf 
Registrant. The information contained therein is unchanged. )~ >-'·c·,:;'-'.o\ · ·.• ,-_ c :.c:'v{!!~\ 

If./'_ :,.i .1 t:~ ·. ·~ -- · # - v~"'-:i,< 

(b) Flambeau Paper Company, Park Falls, Wisconsin ("Flambeau") /fhft\.nl~J#,,~· {i{:&'•~'' r" ,'.';,;)itS!;~\ 
Cities. Media, Inc., a wholly-owned subsidiary of Capital Cities Comrnunic31ti~.\'i~'-\;i'.;t~.~\~'<::'icl1?.;/}~h;f1\i~> 
been operating under a discharge permit issued by the WiSconsin Departli{g\it <1~·Naturw 'i:'.;_~og>'C'e,~\ 
("WDNR") pursuant to which Flambeau continued to discharge certain levels c\f wa~t<~ .m~\e•)~ls~&iio4t({ 
Flambeau River until July 1, 197.7, by which date substantial reductions In ttle,j!n.l-.:iurit.ofsiJspend,!ld,~,, 

• 

• 

solids being discharged were required to have been achieved. That objective has no!J;>een met. The '\ 
WDNR has denied Flambeau's request for an extension of time within which to meet the higher·standards \\ , 
and for a modification of the discharge limits to coincide with the less .strict limitations permitted by the '• ,ef'°""'T 

1~--J l ' - . i. 

United States Environmental Prolection Agency. On or about Nov .. rilber 14, 1977, the wpNR 
commenced an action in the Circuit Court for Dane County, Wisconsin alleging that Flambeau violated its 
discharge permit and seeking civil forfeiture of not more than $10,000 for each day of violation and a 
mandatory injunction requesting Flambeau to take steps to comply wi::i the effluent limitations of the 
discharge permit ar)_d ,\o cease and desist from discharging any pollutants into the Flambeau River. On 
January 19, 1978, Flambeau filed a Petition for Review of Administrative Action in the Civil Court for Price 
County, Wisconsin requesting that the Court either remand the case,.tr.l'ttie WDNR directing that a public 
hearing be held to determine whether or not Flambeau is entitled to ail· extension of the permit until April · 
1, 1979, or, in the alternative, that the Court itself c;etermine the facts and direct such an extension. The 
Petition also asks the Court to modify the discharge limitations to those permitted by the Federal 
regulations. The action commenced by WDNR in Dane County, Wisconsin has been transferred to Price 
County, Wisconsin. Flambeau is continuing to operate its business In the normal course. It. may be 
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subject to fines and penalties in an amount which neither Flambeau nor the Registrant can determine or 
predict. In the opinion of Registrant, the effect of the pending proceedings, including the amount of fines 
and penalties, if any, which may be imposed, is not material to the business or financial condition or 
results of operations of the Registrant. •• 

(c) In June 1977, ·an action was commenced in the Sixteenth Judicial Circuit Court of Jackson 
County, Missouri by Joseph F. and Frances 0. Trotter against The Kansas City Star Company and one of 
its former directors seeking damages of approximately $328.450 and punitive damages of $1,650,000 
arising from alleged fraud of defendants relating to the repurchase of plaintiff's participating interests In 
The Kansas City Star Company at the time of Joseph Trotter's resignation from the employ of the 
company in October 1976 and the subsequent acquisition of The Kansas City Star Company by 
Registrant. 

(d) On or about January 27, 1978, an action was commenced in the United States District Court of 
Arizona by the State of Arizona against Graham Paper Company and numerous other manufacturers of 
fine paper alleging that Graham and the other defendants entered into a conspiracy to fix and stabilize 
the prices of fine paper in violation of Federal anti-trust laws for which unspecified damages are sought. 

On October 17, 1977, The Kansas City S.tar Company, a subsidiary of Registrant, sold to Jim Walter 
Paper Company, Inc. all the assets and on-going business of Graham Paper Company. Pursuant to an 
indemnification provision in the agreement of sale, the Star and Registrant are liable to the purchaser for 
any damages·resulting from this action. 

llem 6. Increases and Decreases In Outstanding Securities and Indebtedness. 

(a) Equity Securities 
Common •lock, S_1.00 par v1lue 

(number ol sharH) 

l11ued 

Balance at December 31, 1976...................................... 7,696,748 
Transactions on various dates during the year: 

Purchase of treasury stock .................................... . 
Issuance of treasury shares on exercise of em-

ployee stock options ......................................... .. 

BalanceatDecember31, 1977 ..................................... 7,696,748 

( b) Indebtedness 

Tre11ury 

280,700. 

321,800 

(11,619) 

590,881 

Out1tandlng 

7,416,048 

(321,800) 

11,619 

7, 105,867 

Reference is made to Registrant's Form 10-0 for the three months ended March 31, 1977 under 
caption "Item 5. Increase in Amount Outstanding of Securities or Indebtedness" relating to in­
debtedness incurred in connection with the February 15, 1977 acquisition of The Kansas City Star 
Company. The information contained therein is unchanged. 

( c) Decrease of Indebtedness 

Pursuant to the February 15, 1977 acquisition of The Kansas City Star Company Registrant assumed 
notes payable of $9,257,000, of which $7,500,000 of 9"8% notes due 1982-1991 were prepaid in 
December 1977. 

llem 7. Changes In Securities and Changes In Security tor Registered Securities. 

Not applicable. 

llem 8. Defaults upon Sen/cir Securitas. 

Not applicable. 
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Item 9. Approxlmale Number ot Eqully Sacurlly Holders, 

Number of 
record holden 

HOI 
Decomber :n, 

"2 7 

Tiiie of cl111 1177 

Common stock, $1.00 par value .......................................................................... 2,396 

Item 10. Submission ot Mallers to a Vot• ot Security Holders. 

Not applicable. 

,Item 11. Executive Officers ot the Registrant 

Nome 

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

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

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

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

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

Robert K. King ...................... : .... . 
Andrew E. Jackson ................... .. 
John E. Shuff, Jr ........................ ; 
Ronald J. D,oerfler ..................... .. 
Gerald Dickier ........................... .. 
Robert W. Gelles ........................ . 

Age 

52 

49 

53 

50 

51 

49 
43 
37 
36 
65 
54 

Dlroctor 
olnce 

1957 

1967 

1967 

1968 

1977 

1954 

omcor 
olnce 

1958 

1962 

1959 

1968 

1975 

1962 
1971 
1977 
1977 
1954 
1963 

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 

Executive Vice President, President of 
Publishing Division and. Director 

Senior Vice President 
Vice President 
Vice President (Chief Financial Officer) 
Treasurer 
Secretary and Director 
Controller, Assistlnt Secretary and 

Assistant Treasurer 

Messrs. Murphy, Burke, Dougherty, Fairchild, Sias, King, Jackson, 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. Dickier has been actively associated with the Company for more than five 
years and has concurrently been actively engaged in the practice of law as a partner In the law firm of 
Hall, Dickier, Lawler, Kent & Howley, general counsel for the Company. 

Item 12. lndemnlffcatlon o~ Directors and Officers 

No provision is made 'tor 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 does 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 13. Flnanclal Siil !ements, Exhibits Flied, and Reports on Form B·K 

(a) 1. Financial siatements 

The financial statements listed In the accompanying Index are filed as part of this annual report. 

,a. Exhibits 

None. 

(b) No reports on Form B·K have been flied during the quarterly period endad December 31, 
1977. • 
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Part II 
!\ 

llem1 14. to 18., lnclu1lve ... 
Registrant will Ille 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 Information required In Items 14. to 18., Inclusive, which will be set forth In the proxy statement, ls not 
Included herein. 

SIGNATURE 

Purt1u1nt to th• requlremenl1 of Secllon 13 or 15(d) of the Securltle1 Exchange Act of 1134, 
the R!llll•lr1nt ha1 dulr ceuaed thi• annual raporl to be 1igned on 111 behalf by lh• undart1ignld, 
lhereunlo duly authorized. 

Dated: March 31, 1978 

• 

CAPITAL CITIES COMMUNICATIONS, INC. 
(Regl1lr811I) 

By JOHN E. SHUFF, JR. 
Vice PrHldenl (Chlel Flnanclal Olllcer) 

) 
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CAPITAL CITIES COMMUNICATIONS, INC. 
AND SUBSIDIARIES 

INDEX TO FINANCIAL STATEMENTS 
COVERED av REPORT OF CERTIFIED PUBLIC ACCOUNTANTS 

(Item 13(a) 1.) 
Reference 

Annu1l R•potl 
to 

Slockhold1r1 Form 10·K 

Consolidated balance sheet, December 31, 1977 and 1976 ........................... . 
For the years ended December 31, 1977 and 1976: 

Consolidated statement of Income ......................................................... .. 
Consolidated statement of changes In financial position ......................... .. 
Consolidated statement of stockholders' equity ....................................... . 
Notes to consolidated financial statements .............................................. . 

Schedules for the years ended December 31, 1977 and 1976: 
V-Property, plant and equipment ..................................................... .. 

VI-Accumulated depreciation of property, plant and equipmeht ........ .. 
V 11-1 ntangible assets .......................................................................... .. 
XII-Allowance for doubtful accounts ................................................... . 

20,21 

18 
19 
22 

22·26 

' "' \\ 

i~ S·ll 

" s~2 
S-3 
S·3 

All other schedules have been omitted since the required Information is not present or Is not present 
in emounts sufficient to requirEl submission of the schedule, or because the lnform~tlon required Is 
Included in the consolidated financial statements, Including the notes thereto. 

Financial statements and schedules of Capital Cities Communications, Ir.a. (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, in the aggregate, do not have 
indebtedness to any person other than. the Company In amounts which together exceed 5% of the total 
assets as shown by the most recent year-end consoildated balance sheet. 

• • • • • 

The consolidated financial statements of Capital Cities Communications, Inc., listed In the above 
index, information as to net revenues and operating Income by lines of·buslness for the live years ended 

1 
December 3t, 1977 on pages 12 and 13, and the summary of operations for the five years ended 
December 31, 1977 on pages 14 through 16, which are Included In. the Annual Report to Stock.holders 
for the year ended Decernber 31, 1977, are hereby Incorporated by reference. With the exception of the 
items noted the 1977 Annual Report to Stockholders Is not to be deemed filed as part of this report. 

CONSENT OF CERTIFIED PUBLIC ACCOUNTANTS 

We consent to the Incorporation by reference in this Annual Report on Form 10·K of Capital Cities 
Communications, Inc. of our report dated February 28f :1978 Included In the 1977 Annual Report to 
Stockholders of Capital Cities Communications, Inc. 

We also consent to the addition of the schedules listed In the accompanying index to financial 
statements to the statements covered by our report dated February 28, 197.8 Incorporated herein by 
reference. 

New York, New York 
February 28, 1978 ARTHUR YOUNG & COMPANY 
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CAPITAL CITIES COMMUNICATIONS, INC. AND SUBSIDIARIES 
(Thou1and• ol Doll111) 

SCHEDULE V-PROPERTV, PLANT AND EQUIPMENT 

Addition• 1t co1t 

K1n1 .. c11r Other 
BnlnncEtnt Siar Com• chnngo1-
btiginn1nq p•nr F•bru· nollr•m•nt• rocla••lll· 
ol p<rlod •• , 15, 1977 Other or••I•• cnUon· 

Veor anded Docembor 3 t, 1977: 
LnnU c ut l!nprovontonts ..... , .................. , s o.ns.i $ 2,6W s 564 $ (t52) 

Oulldtng1t :ind lmprovon1cn1s ................... 24,027 10,490 986 (410) 

Croadcnstl11g equipment ......................... 25,642 2,767 ( t,270) 

Prlntlno mnchlnery and uquipm~n1 .......... t9,336 20, 16t 1,94 t (597) 

Othor ...................................................... ~ 2.030 1,95t ~) 

5as,03t $35,3?.5 $0.~09 ${2,841) --·-.... ~.= = .:=---=; 

Year ended Oecornbcr 31, 1976: 
Lnnd anct lmprovemonls ......................... s 0,7-14 $ 393 $ (150) $ (3) 

nuilding~ and lmpfovemcnts ................... 24,620 306 (110) 3 

Dcondc'15llng cqulprnent ......................... 24,792 t,761 (905) (6) 

Printing nnl.chlnory nnd equipment .......... 18,724 995 (441) 50 

Olher ..................................................... ~ 928 ~) (52) 

$83,664 $4,383 $(3,2t6) s-
= -= -= =.: 

SCHEDULE Vl-ACCUIAULATEO OEPRECIATION OF PROPERTY, PLANT ANO EQUIPMENT 

Rell,.. 
Dalance K1nsa1,Clly ma nit, 

ul Star CUiu• rwnu\t•t• Olhor 
beginning panrFebru· and chong••-

cl arv 15, Charged roplaca• reclnsslff• 
porlod 1977 to Income monta cation 

Vear ended December 3 t, 1977: 
Land lrnpravemenls ................................ s 323 $ - $ 39 s -
Bul?dlnus ond Improvements ................... 7.938 5,160 1,336 (308) 

Broadcasllng oqulpmonl ......................... 16, 163 2,507 ( t,214) 

PtlnUng nlachlnery and equipment .......... G,561 12,250 3,605 (344) 

Other ...................................................... 3,312 575 807 ~) 

$34,297 St7,985 $8,294 $(2, 192) 
~~ -= =-=-= =-= 

Voor anded December 3 t, t976: 
Land lmprovemonls ................................ $ 277 $ 46 s $-

Buildings and Improvements ................... 7,222 822 (106) 

Brondcasting equlpmonl ......................... 14,590 2,378 (805) 

Prlnllng machinery and equipment .......... 4,682 1,917 (78) 40 

Other ......................................... ,, ........... 4:340 568 .J.1.556) (40) 

$3t,111 $5,731 5(2,545) $-
~- --- -== 

S-2 

Balance " 
1l close 

olp41rlod 

s 12,024 
35,90t 
27,t39 
40,041 
9,819 

$t25,724 
== 

$ 8,904 
24,827 
25,642 
19,336 
6,2•1:! 

$ 85,031 
== 

Balance 
at close 
olpcrlod 

s 362 
t4,12G 
17,456 
22,07:! 

4,36D · 

$50,38•1 
= 

$ 323 
7,933 

16,163 
6,561 
3,312 

$34,297 
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CAPITAL CITIES COMMUNICATIONS, INC. AND SUBSIDIARIES 

(Thcunnndn ol Dolllun) 

SCHEDULE VII-INTANGIBLE ASSETS 

Excess of cost ovnr 11et tangible assets of busl· 
nessos acquired: 

llnlnnr:a. ut 
boolnnlnu of 

period 

Yenrendcd Decernbor31, 1977 .................... $164,520 --· .. -~-· -----
Year ended Dccen1ber31, 1976 .................... $159,593 

==::-.= 

Dnductlona 
Atldillon• chnrgod 

nl cost '!!-~~,~~ 

~'.~~~~(A) $(2,G39) 
=--~"":---:::.:= 

$ 5,747(B) -~ (82~) = 

(A) Principally ncqulsilion o! the l<nnsas City Stm Company on February 1!l, 1977. 

(B) Acquisition of medical publications on December 13, 1976. 

SCHEDULE XII-ALLOWANCE FOR DOUBl'FUL ACCOUNTS 

Deducted from nccounts and notes mceivnble: 

13a1nnco at 
bl.lginnlna 
~!J>•rlod 

YoarendedDacernber31, 1977.................... $1,751 

Yoarended December 31, 1976.................... $1,296 
= 

(A) Accounts written-off. net. 

S·3 

Dodticllonn 
Chnrood t1on, 

toincomo '2!~~;'_(A) ·----
$1,819 _$(1,3~5.l 

$1.190 ! (73~) 
= 

8oln11co 
nt r.lnsa 

~'i:!'!°.!! 

$237,8i7 
~'::~ 

$164,520 
=-- ::;-.==,:::..::; 

Dnlnnco nt 
ctooc- of 
!:."!~ 

$2,355 -----
$1,751 
i= 

\\ 



.. •. 

' • : 

/' 
/.' 

I 

11 



C1pllal Cltl11 Communlcallons, Inc. 

12 

Ten Vear Financial Summary 
(All Dollars in Thousands Except Per Share Data) 

RESULTS FOR THE YEAR 
Net Revenues 

Broadcasting. • .................... • •••••••••••••• 
Publishing ........................................ . 

Total. ................................... . 

Operating Income 
Broadcasting •••••••••••••••• , .................. .. 
Publishing .•••••••••••••••••••••••••••••••••••••• 

Income lrom operations ................... .. 
Unallocated corporate oxpenso ••••••••••••••••••• 

Tolal ••••••.•.••••••••••••.••••••••••••• 

Net Income (a) ................................. .. 
Net Income Per Share-Fully Diluted (a) (b) •••••••• 
Average Shares-Fully Diluted (OOO's omitted) (b) •• 
Return on Average Stockholders' Equity (c) ....... .. 

MAJOR CHANGES IN. FINANCIAL POSITION 
Funds Provided 

From operations (d) .............. , ............ . 
From Issuance of notes payable on. acquisitions •••• 
From sale al operating properties .............. .. 

Funds Applled 
To acqutsUions .................................. . 
To purchase al common stock for treasury •••••••• 
To capital expenditures ........................ .. 
To reduction al long-term notes payable •••••••••• 

AT VEAR END 
Working Capital .................................. . 
Notes Paynble •••••••••••••••••••••••••••••••••• _ •• 
Stockholders' Equity ............................. .. 
Number of Shares Outstanding (OOO's omitted) (b) •• 
Price Range of Common Stock ••••••••••••••••••••• 

1977 

$112,522 
193.124 
3Dt,141 

• 58,757 
43,111 

100,438 
3,173 

98,715 

s 43,234 
$5.82 
7,421 

19.4,.. 

• 53,713 
12,250 
13,389 

125,877 
17,111 

8,209 
33,470 

• 1,991 
126,257 
238,134 

7,108 
"'4~·81 

1171 

$104,307 
107,860 
212,167 

$ 50,277 
25,59~ 

75,869 
2,826 

73,043 

$ 35,620 
$4.60 

7,739 
17.9% 

s 43,309 

6,099 
14,858 
4,049 

16,275 

$ 38058 
59,404 

208,501 
7,416 

$42Y•·56:Y1 

1175 

s 86,820 
88,066 

174,886 

$ 39,184 
17,699 
56,883 

2,748 
54,135 

s 25,402 
$3.28 

7,733 
14.4% 

s 32,098 

5,546 
16,275 

$ 34,547 
75,679 

188,921 
7,687 

$22·43Va 

(a) Income belore extraordinary gains ol $3,320,000 ($.45 per share) In 1977 and $18,168,000 ($2.38 per share) In 1971 and 
extraordinary toss ol $2,036,000 (S.28 per shatc) In 1970. 

(b) All per share lntormation has been adjusted tor tho 2 to I stock split In 1969 and assumes lull con1111rslon ot pretened stock. 
(c) Income betore exttaordinary items divided by avurago Stockholders' Equity. 
(d) Income belore extraordinary Items plus depreciation, amortization and other non·cash expense. 

.. 



.. : 

1974 1973 1972 1971 1970 1989 1961 

s 78,576 s 76,066 s 69,885 s 56,2.19 s 44,649 s 45,678 s 41,934 
60,009 51.432 48,603 41,857 41,209 39,509 30,416 

138,585 127,498 118,488 98,076 85,858 85,187 72,350 

s 36,359 s 36.469 s 31,553 s 23,912 s 21,464 s 21,881 $ 19,593 
12,752 9,800 8,192 7,695 4,872 6,217 3,912 
49,111 46,269 39,745 31,607 26,336 28,098 23,505 

2,492 1,704 1,659 1,299 1,051 969 974 
46,619 44,565 38,086 30,308 25,285 27,129 22,531 

s 22,025 s 20,146 s 17,015 s 13,129 s 11,511 s 11,383 s 0,171 
$2.86 $2.61 $2.21 $1.72 $1.57 $1.55 $1.24 
7,688 7,719 7,697 7,625 7,349 7,340 7,352 

14.4% 15.2% 15.3% 15.7% 18.9% 23.0% 23.9% 

$ 25,633 s 23,215 $ 20,167 s 16,324 s 13,804 $ 13,660 $ li,572 
40,500 82,297 16,000 

32,032 791 

61,602 1,136 1,300 103,834 3,979 16,000 10,500 

3,206 2,859 2,465 1,351 939 671 1,228 
11,663 12,125 17,913 25,073 4,442 11,897 9,500 

$ 23,864 $ 33,028 s 22,075 s 14,816 $ 12,708 s 8,395 s 5,685 
87,342 56,967 75,092 101,797 23,500 29,500 24,000 

163,860 141,906 121.620 100,166 66,090 55,681 43,252 
7,684 7,682 7,678 7,262 7,085 6,999 6,836 

$16•/ •• 39y. $30.·62Y2 $48·64Y• $29-493/4 $19Y>-36Y2 $26·39Y2 $21%-44 3A 

13 
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Capital Clllea Communlcallons, Inc • . 

Summary of OpQrntions 
(Dollars in Thousands E~copl Per Share Data) 

Year Ended December 31. 
1977 1978 1975 1974 ~----

Net Revenues ••.••••••.•••.•••••••.•..•.•••• $308,146 $212,167 $174,886 $138,585 $127,498 

Operallng Expenses 
'1 

Broadcasting and publishing ••• , •••• , ••••• 132,721 I\ 78,809 71,375 53,590 48,027 
Selling, general and admlnlstrallve • , , •••••• 85,727 53,764 43,458 35,017 32,031 . 

Depreciation ••..•.••••.••.••..••••••••••. 8,294 5,731 5,098 3,212 2,842 
Amorlizallon of Intangible assets , •••••••••• 2,839 820 820 147 33 

209,381 139,124 120,751 91,966 82,933 
Operating Income . ••••••••.•••..•.••••••...•• 98,785 73,043 54,135 46,619 44,565 

Other Income (Expense) 
Interest expense •...••.••.•••••...••.••.•....• (9,545) (3,992) (5,352) (5,724) (5,405) 
Interest tncomo ••.•.••.•••••..•••••.••••.•• 2,087 3,167 2,749 4,119 2,333 
Miscellaneous. net •••.•••••.••••....•.•.•.•• 927 432 470 231 43 

(6,531) (393) (2, 13,~) 
~ ..... -. (1,374) (3,029) 

Income Before Income Taxes ••••••• , •• , ••• , , 90,234 72,650 52,002 45,245 41,536 
Income Taxes .•...••..••......••....••...•• 47,000 37,030 26,600 _g220 21,390 
Income l:lctore Extraordinary Gain •••••••••••• 43,234 35,620 25,402 22,025 20,146 
Extraordinary Gain, net of taxes .............. 3,320 -----Net Income_ •...••••••••...••...•••....•••••• $46,554 s 35,620 s 2s,.to2 ·$ 22,025 $ 20,M6 

Income Per Share: 
Income beforo exlraordlnary gain •••••••••• $5.82 $4,60 $3.28 $2,86 $2.61 
Extraordinary gain ........................ .45 
Net Income .............................. $6.27 $4.60 $3,28 $2,86 $2,61 

= = 
Dividends Declared on Common Stock ••••••• $ .20 s ,20 S .OS s- s-= 
Shares of stock used In calculation of 

Income per share are as follows 
(OOO's omitted) 

Average common shares and common share 
equivalents outstanding during year 
Common shares .......•.......••.••••.... 7,355 7,666 7,508 7,190 7,124 
Converlible preferred shares .............. 177 493 555 
Stock options ............................ 71 .73 48 5 38 

Total common sha.res and common 
share equivalenls ......................... 7,426 7,739 7,73~ 7,688 7.717 

=-""'= 
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Mrlnngement's Discussion and An:tl~•sis of the:- SurmnMy of Opcr<11ions 

1Si7 Compared lo 1976 

Nol Revenues 

Net Revenues In 1977 lncrcasod $93,979,000 or 44% over 
1976, with all of tho Company's opomllng groups con. 
tributing to tho gain. Tho largest portion of tho revenue 
gains, $70,957,000 was attributable lo tho inclusion of 
tho operations of tho fnlornntlonal Medical News Group 
acquired .In December, 1976, and of the Kansas City Star 
newspapers from their date of acquisition on February 15, 
1977. 

Broadcasllng division revenues Increased by $8,215,000 
or 8% over tho 1976 period. Television station revenues 
were up by 6% In 1977, rellecllng a substantial 19% 
gain In local business combined with a slowdown In the 
growth ol national spot sales (up only 3% after tho very 
largo gains achieved In 1976) and a signl(icanl loss (ap· 
preaching 50%) of Canadian re~enues at the Company's 
Buffalo television station. Radio station revenues were 
up n satislaclory 13% for the year. 

Excluding tho aforementioned recent ucqulsltlons, pub­
lishing division revenues were up $14,807,000 or 14% 
from 1976. Revenues of specialized publications increased 
by 15% during 1977, primarily due to advertising and 
circulation gains of 15% and 18%, rospoctively, with nd· 
vertising linage increasing by 8%. Consumer newspaper 
revenues rose 13% in. 1977, with adverlislng increasing 
15% ohd circulation up 5%. Advertising linage was up 
8% over tho prior yoar with classified showing the largest 
gains. Reference Is made to the publishing division 
advertising and circulation data in Form 10·K (Hem 1. 
Business) appearing elsewhere In this report. 

Operating Expenses 

Total operating expenses for 1977 wore up by $70,257,000 
or 50% from 1976. The major portion of the Increase In 
expenses, $59,638,000 (Including Increases In. depre­
ciation of $2, 130,000, amortization of intangibles of 
$1,819,000 and payroll taxes of $1,181,000), resulted 
from acquisition of the medical publications and the 
Kansas Clly Star newspaper operation. 

Broadcasting division operating expenses In 1977 were 
up St,735,000 or 3% over 1976. These increases pri­
marily reflect higher television program costs and radio 
adverlislng promotion expenses, parlially offset by lower 
television soiling expenses. 

Publishing division operating expenses, excluding tho 
effect of the recent acquisitions, rose S0,037,000 or 10% 
over 1976. The cost Increases wore principally due lo 
higher volume-related production and selling expenses, 
newsprint price increases and tho full year impact of pub­
lication costs of Energy User News and the Sunday edi­
tion of the News-Democrat. 

Othrr /ncomo and Exponso 
Net financial costs (lntorosl oxpensos less Interest In· 
come) for 1977 lncroascd $6,633,000 compared to 1976, 
principally duo to tho $7,906,000 not inlorosl cost result· 
Ing from tho acquisition of tho Kansas City Star Company 
on February 15, 1977. In connection with this purcfmso, 
tho Company Incurred $82,250,000 In debt, assumed 
debt of 59,257,000 ;md reduced Its shorl·lerm Investment 
portfolio &ppmximalcly $40,000,000. lntorosl Income was 
f~rthcr reduced by S950,000 as n result of the purchase 
of treasury stock In lato 1976 and 1977. Those lncreasos 
were somowi1al olfsel by lower interest expense resull· 
Ing from $16,275,000 reduction of other long·term debt 
In 1977 and higher Interest Income on tho Company's 
short term Investment portfolio. 

Not Income 
Income boforo cxlrnordlnmy gain In 1977 Increased 
$7,614,000 or 21 % from 1976, wllh tho corresponding In· 
come per share up $1.22 or 27% (aller an Increase 
in the amortization of acqulslllon,relaled Intangibles of 

\ Sl,819,000 or S.24 sharo). Tho larger percentage gain of 
income per share was due to a 4.% reduction In avomgo 
common shares outstanding as a result of tho purchase 
by th::> Comrany of GU·1,UUU shares of tis Common Stoel< 
In late 1976 and 1977. Operating Income margins, ex· 
eluding the effect of the two recent acquisitions, im­
proved from 34% to 36% rcflsctlng revenue gains and 
cost olliciencies In nil of the Company's operating groups. 
For 1977, after all financial costs and amortization o! 
intangibles, the two acquisitions comQlned added ap• 
proximately $760,000 or $.I 0 per share lo tho Company's 
net Income. 

1976 Compared to 1975 

Net Revenues 
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 lncre~se of 20% over 
1975 Included n 22% gain In television revenues (caused 
to a great dogroe by an unprecedented 35% increase In 
revenues from national advertisers) and a 16% gain at 
tho Company's radio stations. 

Publishing revenues gained 22.% over tho prior year, 
of which 2% was accounted for by t)ie inclusion in tho 
consolidated financial slaloments of ihe Citizen-Journal, 
which was not consolidated In 1975. Excl~ding tho 
Citizen.Journal, consumer newspaper advertising and 
clrculnlion revenues increased 18% and 11 %, respec­
tively, rcsulllng In an aggregate 17% growth in revenues. 
The ndvcrlising growth resulted from 7% niore linage 
and Increased advertising rates, whllo higher subscrip· 
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tiori rates caused lhe circulation increase. Business and 
specialized publications showed a gain of 22%, based on 
adverlising and circulalion increases of .24% and 18%, 
respectively. Linage was up j 1 %. 

Operating Expenses 
Operating expenses increased $18,373,000 or 15% in 

1S76 over the previous year. Broadcasting division ex­
penses were up 13%, reflecting substantial increases in 
revenue-relaled costs, together with higher programming 
and administrative expenses. Excluding the effecl of the 
Citizen-Journal, publishing divisi.on expenses were up 
14% over 1975, principally due to higher volume-related 
production and selling expenses, slgnificanlly higher cir­
culalion promotion cosls for Fairchild's business publica-

Segment Information 

:i:,~e Company is engaged in television and radio broad­
casling and. lhe publishing of newspapers and special­
ized publications. Operations are identified into two 
business segmenls, Broadcasling and Publishing. 

Broadcasling operations consisl of six nelwork affili­
ated/:;,ievision slations, five of which are VHF and one 
ui:i( ;/ven AM radio slations and six FM radio slations. 

) ,""• 

Publishing operations consisl of four daily newspapers, 
lhree of which have Sunday editions. a lhree times 

tions .and the slart-up of Energy User News and a Sunday 
edi(ion of the News-Democrat. 

Ot/1er Income and Expense 
inleresl expense decreased S1 ,360,000 from 1975 pric 

marily due 10 .a $16,275,000 reduclion in iong-lerm debt 
.during the··year. Interest income·:Lncreased $418,000 due 
to a substantially larger average short-term inveslment 
portfolio, offset' by lower interest rates. 

Net Income 
Nel income for 1976 increased by $10,218,000 or $1.32 

per share, a gain of 40% over the previous year. Sub­
slantial profil improvement in all major segments of the 
Company led to an increase in operating income margins 
from 3t % to 34%. 

weekly suburban. newspaper, and 18 business and spe­
cialized newspapers and magazines, 12 of which are 
paid circulalion and six conlrolled circulation. 

Capital expendilures made by each of the Company's 
segments for the years 1977 and 1976 art! as follows: 
Broadcasting $4,600,000 and $2,900,000; Publishing 
S2,800,000 and S1, t00,000. 

iht:l1e a.-i:i no ·product tiansfers bet~veen segments of 
the Company and virtually all of the Company's business 
for both segments is conducted within the United States. 

Broadcasting Publishing Consolidated 

1977 1976 1977 1976 1977 1976 

Net Revenues ....................... $112,522 $104,307 $193,624 5107,860 $306,146 $2t2,167 

Direct Operating Expenses ...•...•... 52,317 50,763 142,713 79,030 195,030 129,793 

Depreciation ....... ········ ········· 3,216 3,035 4,823 2,650 8,039 5,685 

Amortization of Intangible Assa.ts ...... 232 232 2,407 588 2,639 820 

Total .......................... 55,765 54,030 149,943 82,268 205,708 136,298 

Income from Operations •............• $ 56,757 s 50,277 $ 43,681 s 25,592 100,438 75,869 

General Corporate Expense .•.. , ....•. 3,673 2.826 

Operating Income .................... 96,765 73,043 

lnlerest Expense ..................... (9,545) (3,992) 

Other Income ........... ············ 3,014 3.599 

Income Before Income Taxes ..•.••••• $ 90,234 s 72,650 

Assets Employed by Segments ...•.... $167,019 $164.320 $190,810 s 92,014 $357,829 $256,334 

Investments and Other Corporate Assets 77,26_! 72.188 

Tola! Assels at December 31, ...... : .. $435,096 $328,522 
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c.,pital Cities Communications, Inc. 

• . .·<·Jl 
Consolidated Statement of lncorrie\-, 

'\, ~:.._---;:-/) 
Years Ended December31, 1977 and 1976 
(Dollars in Thousands) 

Net Revenues 

Broadcasting .••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••• 

Publishing •••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••• 

Operating Expenses 

Broadcasting and publishing ........................................ : • ....... 

Selling, general and administrative ......................................... .. 

Depreciation ............................................................ .. 

Amortization of intangible assets (Note 11) ................................ .. 

Operaling Income ............................................................ .. 

Other lncoma (Expense) 

Interest expense (Note 12) 

Interest income ........................................................... . 

Miscellaneous, net ........................................................ . 

• 
Income Before Income Taxes ..................................... , ............. . 

Income Taxes (Note 9) 

State and local .......................................................... .. 
Federal ................................................................. .. 

Income Before Extraordinary Gain .............................................. . 

Extraordinary Gain (Nole 3) 

1977 

$112,522 
193,624 

308,148 

132,721 

65,727 

8,294 

2,63~ 

209,381 

96,765 

(9,545) 

2,087 

927 

(6,531) 

90,234 

S,600 

41,200 

47,000 

43,234 

Gain on exchange of securities of $5,020 . 
· less deferred income taxes of $1 ,700 .. • .. .. .. .. .. • .. .. .. .. • .. .. .. .. .. .. .. • 3,320 

Net Income ................................................................... . $ 46,554 

Income Per Share (Note 5) 

Income belore extraordinary gain ........................................... , $5.62 
Extraordinary gain ..................................... ; ................... . .45 
Net income .............................................................. .. $6.27 

See accon1panying notes 
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1971 

$104,307 
107,860 

212,167 

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 

s 35,620 

$4.60 

$4.60 
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Consolidated Statement of Changes in Financial Position 

Years Ended December 31, 1977 and 1976 
(Dollars in Thousands} 

Funds Provided 

Operations 
Income before extraordinary gain ..................................... .. 

Depreciation ......................................................... . 

Amortization t>f Intangibles ............................................ . 
Other noncash. expense. (Income) ..................................... . 

Total froriroperatlons ............................................. . 

Common stock issued under stock options (Nole 13) ....................... . 

Notes payable issued on acquisition (Note 12) .............................. . 

Notes payable assumed on acquisition (Nole 12) ••••.••••.•••••....•••••.•••• 

Increase in unearned subscription revenue .................................. . 

Proceeds from sa.le of paper distribution property (Note 2) ••.••••..•.••••••.•• 

Funds Applied 

Acquisitions of publishing properties (Noto 2) .............................. . 

Acquisition of paper distribution and manufacturing properties (Nole 2) ••..•••• 

Purchases of common stock for treasury .................................. .. 

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

Reduction of long·term notes payable (Note 12) ............................ . 

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

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

Increase (Decrease) in Working Capital ......................................... . 

Working Capital Changes 

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

Accounts and notes receivable ............................................ .. 
Film contract rights and other current assets ................................ . 

Taxes on Income ......................................................... . 

Notes payable due within one year ........................ : ................ . 

Film contracts and other current liabilities .................................. . 

Increase (Decrease) In Working Capital ........................................ . 

Seo accompany/11g notes 

··~--- .~ ........ -- ... ,., -,,, 

1977 

s 43,234 
8,294 
2,639 

__ (4.~) 

53,763 

357 

82,250 
8,378 .---. 

561 
13;389 

158,704 

95,988 
29,889 
17,111 

8,209 
33,470 
1,467 

__ 1,630 

187,7~ 

$(29,060) 

$(20,789) 

11,342 
489 
519 

(9,695) 
(10,926) 

$(29,060) 

1976 

$35,620 

5,731 

820 
1,138 

43,309 

299 

1,383 

44,991 

6,099 

14,858 

4,049 
16,275 

1,524 

(1,325) 

41,480 

$ 3,511 

$ 9,586 
3,310 

436 
(7,335) 

(2.486) 

$ 3,511 
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Caplt1I Cities Communlcallons, Inc. 

Consolidated Balance Sheet 

Oecembor31, 1977and 1976 
(Dollars In Thousands) 

•. Pc 

Current Assels 

: 

Cash •••• : ••••••••••••••••••••••••••••••••••• _ ••••••••••••••••••••••••••••• 
Short .. term cash. 1nv_estments •••••••••••••••••••••••••.••••••••• -•••••••••••••• 
Accounls and noles recolvable (less allowance for doublful accounts of 

$2,355 ln 1977 and $1,751In1976) ....................................... . 
Fiim contract rights •••••••••••••••••••••••••••••••••••••••••••••••••••••••• 
Other current assets ••••••••••••••••••••• _ •••••••••.•••••••••••••••••••••••••• 

Total current assels .............................................. . 

Property, Plant and Equipment, at cost 
Land •••••••••••••••••••••••••••••••••••••••••••••••••• • • • • •• • • •• • • • • • • • • • 
Buildings •••••••.••••••••••••••••••••••••••••••••••••••••••••••••••••••••• 
Broadcasllng, printing and other equipment ................................. . 

Less accumul~ted dopreclalion ............................................ . 

20 

Property, plant and equipment, net .............................. .. 

Intangible Assets (net of accumulated amortization of $4,491 In 1977 
and $1,853 In 1976-Note 11) ............................................... . 

Marketable Equity Securities (Noto 10) ................ ., ...................... .. 
Notes Receivable ••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••• 
Film Cant.ract Rights ••••••••••••••••••••••••••••••••••••••••••••••••••••••••• •. 
Other Assets (Note 2) ••••.•••••••••••••••••••••••••••••••••••••••••••••••••••••• 

See accompany/no nores , 
' 

$ 

1911' 

4,794 
31,728 

42,289 
2,212 
5,983 

87.008 

12,024 
35,901 
77,799 

125,724 
58,384 
67,340 

237,877 
12,167 
9,371 

2,138 
19,199 

$435,096 

. .. 
: 

1171 

$ 5,015 
52,296 

30,947 
3,313 
4,393 

95,9134 

8,984 
24,827 
51,220 
85,031 
34,297 
50,734 

164,520 
7,147 
7,449 
2,221 

487 
$328,522 



. 
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LIABILITIES AND STOCKHOLDERS' EQUITY 

Current Liabilities 

Accounts payable .•••.•.........•..•.......••.•.•..•.•.•• _ .....•..••...••..• 

Accrued compensation .............•.•...•.•..•.••••.•.•....•.•.•••...•..•. 

Other accrued expenses .....•••..•.••..•.•..•..••••..•......•••.•••......• 

Film contracts .......••..••....•.•..••...•...•.••..•••..•.•..••..•..•....•• 

Taxes on Income (Note 9) ............................................... .. 

Notes payable due within one year (Note 12) ............................... . 

Total current liabililies ........................................... .. 

Deferred Compensation ••••••••••••••••••••••••••••••••••••••••••••••••••••••••• 

Deferred Income Taxes (Note 9) ............................................... . 

Unearned Subscription Revenue ................................................ .. 

Film Contracts .......•......••.......•..........•.••••••••...•.....••••••••.••• 

Notes Payable Duo After One' Year (Note 12) .................................. .. 

Total liabilities .................................................. .. 

Commitments and Contingent Liabilities (Note 14) 

Stockholders' Equity (Notes 12 and 13) 

Convertible preferred stock, S1 par value (600,000 shares authorized) •••••••••• 

Common stock, S1 par value (20,000,000 shares authorized) ................. . 

Additional paid-in capital .................................................. , 

Retained earnings ..•..•••.•...••.••...•.... : ••.••••••.••.....•...•••••.•••• 

Less common stock In treasu1y, at cost (590,881 shares in 1977 
and 280,700 shares In 1976) ,, ........................................... . 

Total stockholders' r,quity ......................................... . 

1977 1976 

• 9,813 s 4,659 

5,428 3,531 

12,133 7,710 

3,280 3,828 

21,384 21,903 

25,970 16,275 

78,008 57,906 

1,792 1,420 

9,597 8,436 

7,426 6,859 

1,152 2,271 

'100,287 43,129 

198,262 120,021 

7,697 7,697 

8,371 8,597 

252,097 207,010 

268,165 223,304 

31,331 14,803 

236,034 208,501 

$435,096 $328,522 
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Copllal Cltlos Communlcallons, Inc. 

Consolidated Statement of Stockholders' Equity 
Years Ended December 31, 1977 nnd 1976 
(Dollars in Tllousands) 

Common· 
Stock 

Addlllonat 
Pald·ln 
Capllnl 

Rotalnod 
Earnings 

TrtDIUIJ 
stock Tot1I 

Balance January I, 1976 , ... , ......................... , .. 
Net incomo for 1976 •••••••••••••••••••••••••••••••• 
281,800 shares of common s!ock purchas~d 

for treasury ••••••••••••••• _ ••••••••••••••••.••••••• -. 
Exercise ol cmployoe slock opllons 

10,011 shares of common slock Issued .......... 
1, 100 shares of common stock Issued 

frorn treasury •••••••••.••••••••••••••••••••.•••• 
Cash dividends ( S.20 per share) ..................... 

Balance De~mber 31, 1976 .............................. 
Nel Income !or 1977 ................................ 
321,800 shares or common stock purchased 

for treasu1y ••••••••••••••••••••••••••••••••••••••• 
11,619 shores of common stock Issued from treasury 

on exercise of employee s!ock options ••••••••••• , • , 
Cash dividends ($.20 per share) ...................... 

Balance December 31, 1977 .............................. 

Noles lo Consolidated Financial Statements 

~. ACCOUNTING. POLIClcS 

Principles of Consolidation-The consolidated financial 
statements include the accounts or all significant sub­
sidiaries. 

Property, Plant nnd Equipment-Depreciation-Depreci­
ation has generaliy been computed on the straight-line 
method !or financial accounting purposes and on ac­
celerated meU1ods (decllnlng balance al 150% and 
200% or straight-line rates) lor tax purposes. Estimated 
useful lives for major categories are as follows: 

!!!!.!. 
Land improvcrnenls •.••••••••••• , ••••••••••• , • , •• , , • • 5·20 
Buildings nnd Improvements • .. .. .. • .. .. .. .. .. • .. .. .. • 10·50 
Brondcnsting oquipmen1 • .. .. .. .. .. .. .... .. .. .. • .. .. • 4·20 
Printing machinery and equipment ••••• , •••••••••• , • , • 5·20 

Leaseholds and improvements are amortized over the 
terms or lhe leases. Maintenance :mcl repairs are 
charged to income as incurred and expenditures !or 
renewals ancl bollormenls are capitalized. 

The cost or property retirnd or otherwise disposed or 
and the accumulated depreciation lheroon are elimi· 
naled from tho properly and related accumulated de· 
prnciation accounts; the resulting gain or loss is reflected 
in income. 
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$7,687 $8,320 

- .. 
10 304 

(27) 

7,697 8,597 

(226) 

$7,697 $8,371 
= 

$172,914 
35,620 

(1,524) 

207,010 
46,554 

(1,467) 

$252,097 

s 

(14,858) 

55 

(14,803) 

(17,111) 

583 

$(31,331) 

$188,921 
35,620 

(14,858) 

314 

28 
( 1,524) 

208,501 
46,554 

(17,111) 

357 
(1,467) 

$236,834 

Intangible Assets-Intangible nssels consist of amounts 
by which. !he cost of acquisitions exceeded the values 
assigned lo net tangible assets. tn accordance wilh 
Accounting Principles Board Opinion No. 17, certain 
inlangible assets are being amortized over 40 year 
periods. 

Marketable Equity Securities-Marketable equity secu­
rities are carried at the lower or cost or aggregate 
market value. Temporary unrealized declines in aggre­
gate market value below cost are charged to stock­
holders' equity: permanent declines, to income. 

Film Contrnct Rig/Its-Film contract rights and tho re· 
lated liabilities are reccrded at lull contract prices when 
available for use. The costs are charged to income on 
accelerated bases related to the terms of the conlracls 
or tho usage of the films. Payments on film contracts are 
due in varying amounls through 1983. 

Unearnecl Subscription Revenue-Subscription revenue 
is re~orded as earned over the life of the subscriptions. 
Costs in connection with lhe procurement of subscrip· 
lions are charged to expense as incurred. 

Investment Tax Credit-The investment !ax credit is 
laken inlo income currently as a reduction of the provi­
sion lor Fedeml income laxes. 



Notes to Consolidated Financial Statomcnts-(Continued) 

2. ACQUISITIONS 

Pwchase-1976-0n December 13, 1976, for a cash 
payment of $6,500,000, the Company acquired the 
International Medical News Group which publishes six 
controliod-circulalion medical publications. An addi­
tional payment, not to exceed $2,250,000, may bo pay­
able to the sellers depending upon earnings of the 
purchased proporlies during tho five-yoar period end­
ing Decembor 31, 1981. 

Pmchase-1977-0n February 15, 1977, the Company 
acquired all ol the outstanding stock of Tho Kansas 
City Star Company for an aggregnto consideration of 
$125,002,000, consisting of a cash payment of 
$114,752,000 and $10,250,000 in 6.25% notes, payable 
in threo equal annual installments with the final payment 
due February 15, 1980. 

The l<ansas City Star Company is principall~· cn­
(laged in the business of publishing dally newspapers 
in l<ansas City, Missouri, The Kansas City Timas (morn· 
Ing) and The Kansas City Star (evening and Sunday), In 
addition to its newspaper operations, the Star also 
owned tho Flambeau Paper Company, Park Falls, Wis· 
consin, a manufacturer of fine paper, and had a 91 % 
interest in the Graham Psper Company, St. Louis, a 
distributor of paper and paper products. The following 
summarizes the assets acquired and tho liabilities as­
sumed by the Company (OOO's omitted): 

Cuncnt assets •.••..•.•..••••••.•••••.••••• 1 •••••• 

Current llnbilitlcs (Including current maturity of notes 
pn1•oblo of S879) ................... , ........... , 

Working capital acquired .................... .. 
Propony, plant and equipment, nol .............. .. 
lnlnngiblo assels ................................ .. 
Investment in Flambonu nnd Graham ••..•. , •.•••... 
Notes rocclvablo nnd other nssets •..•••.... , ....••.• 

Nolau payable, noncurront por1ion ............... . 

Elimlnolinn of acquired working capital Included 
nbovo ••••••.••..•.••••••..••..••.•.•••.• •• •• · · • 

Nol ninounls nffccllng working capilal , , • , , , •••• , , , •• 

$ 17,190 

8,198 
8,992 

17,340 
76,038 
29,889 

__g,_sto 
134,869 

-~~) 
126,.191 

(8,9~) 

$117,499 
-==== 

Tho Consolidated Statement of Income for the year 
ended December 3t, 1977, includes tho operations of 
tho International Medical News Group and the Kansas 
City Star nowspapcm for their respective periods of 
ownership. Had these acquisitions laken place as of 

January 1, 1976, ii is estlmntod that, after appropriate 
adjustments for Interest expense, loss of intorost in· 
come, amortization of intangiblos and additional depre­
ciation on fixed assets, the Company's Consolidated 
Statement of Income on a pro forma basis wo>1ld be 
as follows (OOO's omitted): 

.!!.!'!.~.d_l?!~~1!.9J,?.~. 
'111 191'G 

\let rtlVCOUCS •••••••••••••••••••••••••• 
Opcrn!lng oxponoes 

Drondcasting and p4',)1ishln9 , •••••.... 
Soiling, general nnrf~dinlnlstrolivo • , , • 
Ocprocinllon ..•••• :\'t •• , ••.••••••••••• 
f\mortl:utlon ol lntan0.1bto asscls .•••.• 

' 
Opornllng lncorno •..•• .:.··, ••••• _ •••.••.•• , 
Olhcr lnc~ine (uxpcnso), 

lnlcrusl expense .... 1 .............. .. 

lntorcst lncon'o •••• •\·, •.••••••••.•• , 
t.~lscclloncous, net •• •\) ••••••••• , ••.•• 

\ 

S313,~ 

138, 153 
67,300 
8,585 

__!.!!!!.~ 
216,904 
96,480 

(10,479) 
1,898 

954 

_l7,,!i11) 
lnco1110 bcforo income tnxcS-· .... • • • • • • • • • • 88,853 
111coino 111>.es ................ ;; .... ,, .. 46.440 
Income bolore c>.lmordlnmy gain ,.,,,,, 42.413 
Exlmordinmy gnln, ......... , , ......... :-;,. _2,fl20 
Nel Income ............................ '$ 45,733 

lnconlo per shnrc ·, 
Income bolero cxlmordinnry gain ..... ' S 5.71 
EWnordlnary gnln ............. ,, .... :. .45 
Nol Income .......................... \~ 6.16 

,, 

127,566 
64,783 
6,063 

- 2,866 
203.278 

._?9,,?,!.!! 

(11,351) 
1,142 

"'"_!106 
(9,603) 
70,115 

~.910 
33,205 

$ 33,205 

$ 4.29 

Pursuant to management's decis'iqn to dispose of 
Graham and Flambeau, the Company:s Investment, al 
acquisition date, was recorded at estir/\ated net realiz­
able value. In October, 1977, the ComjPany completed 
the sale of Graham, realizing proceeds''of $13,389,000. 
Tho Company's not investment in the allsets of Flam­
beau of $15,500,000 has been included, in the other 
assets caption on tho Consolidated Balanc.e Sheet at 
December 31, 1977. Tho unaudited sales and net In· 
come of these properties, which have not been in· 
cluded in tho consolidated results for 1977, wore as 
follows (OOO's .omitted): 

Grnhom (Fcbruory 15, 1977 lo 
Octo~cr 21, 1977) .................... S61,7G6 

flan1bcnu (Fcbrua1v 15, 1977 to 
December 31, Hl77) .. .. • .. • .. .. .. .. .. .1:!.:fill.! 

~~.6~~ 

s 276 

..l·.7?1 
$2,002 
;.;._. "".:---:' 

23 



Capital Cities Communications, Inc. 

Noles to Consolidnlcd Fin:mcinl St:i\i'lmeots-(Conlinued) 
\,, 

3. EXTRAORDINARY GAIN 

In Oecembor 1977, the Cornpany exch«l1ged 358,700 
shares of Southland Paper Mills, Inc. for394,570 shares 
of St. Regis Paper Company pursuant to 11 merger~ In 
accordance with Accounting Principles Board Opinion 
No. 29 Accounting For Nonmonelary Transactions the 
Company recorded a gain of $5,020,000, less a provi­
sion for deferred taxes of $1,700,000, for a net extraor­
dinary gain of $3,320,000 or S.45 per share. 

4. EMPLOYEES' PROFIT-SHARING AND PENSION PLANS 

The Company has qualified profit-sharing plans for 
certain employees. The plans provide for contributions 
by the Company in such amounts as the Board of 
Directors may annually determine. Such contributions 
charged to expense In 1977 and 1976 were $2, 142,000 
and $1,753,000, respectively. Other employees of the 
Company and ils subsidiaries, not covered by the profit­
sharing plans, are covered by noncontributory pension 
plans. In connection with these plans, contributions of 
$960,000 and $622,000 were charged to expense in 
1977 and 1976, respectively. Provision Is made for 
normal cost and amortization of prior ser1ice cost over 
periods of 30 years. The market value of the pension 
funds Is in excess of the actuarially computed value of 
vested benefits. At the latest valuation date, Janu­
ary 1, 1977, unfunded past service costs aggregated 
$1,865,000. 

5. INCOME PEA SHARE 

The compulntion of shares of stock. used in the calcu­
lation of income per share is included in tho Summary 
of Operation on page 14. 

6. SUPPLEMENTARY INCOME STATEMENT 
INFORMATION 

Presented below are tho amounts charged to expense 
which exceed 1 % of net revenues as required by Secu­
rities and Exchange Commission Rule 12· 16 (OOO's 
omitted): 

Ye1r End1~ De-:embtr 3t, 

!!!! .!!!! 
Payroll taxes ........ , .. .. .. .. • .. • . .. • • $4,079 $2,643 

Adve1tislng casts ............... , • .. .. • 2,578 2,234 

7. BUSINESS SEGMENT DATA 

The Information required in acco.rdance with the pro­
visions of Statement of Financial Accounting Standards 
No. 14, Financial Reporting tor Segments of a Business 
Enterprise, is included on page 16. 
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8. QUARTERLY FINANCIAL DATA (Unaudited) 

The unaudited results for ench quarter ol 1977 and 
1976 are presented on page 17 of this report, 

9, INCOME TAXES 

Income tax expense for 1977 before extraordinary 
gain amounted to $47,000,000 (effective tax rate of • 
52.1 %) and for 1976 amounted to $37,030,000 (effec­
tive tax rate of 51.0%). These amounts were greater 
than the amounts compuled by applying the U.S. Fed­
eral income tax rate of 48% to earnings before income 
taxes. The reasons for these differences are as follows 
(dollars in thousands): 

1171 

%•1 
Income 
ltlor1 

~ !!!!! 
lncomo boforo 10)1.09 mun1 .. 

pllod by statutory Federal 
lncamo tox rote ..... ,, .. $43,312 48.0% 

Stoto ond local lncamo taxos, 
not of Fodera! lncamo true 
benefit • .. .. .. • .. • .. .. .. 3,016 3.3 

Amarll:atlan of Intangible 
assets .. .. .. .. .. .. .. .. .. t ,267 1.4 

Investment tax credits • .. .. • (500) (.5) 
Other, net ................ _Jfil!) .J:.!L 

$47,000 ~. -- -,. 

1111 
'IC.ol 

Income 
l1lore 

~ '!.!!!!. 

$34,872 48.0'llt 

2,064 2.8 

394 .6 
(293) (.4) 

' (7) 

$.i;=Ji3Q 51.'1~'-' 
::---... '==: = 

Pursuant to Section 1071 of the ;ntern1il Rovenue 
Code, the Federal Communications Cd:nmi~sion issued 
a tax certilicate to the Company in connection with the 
t 971 sale of television station WTEN, Albany, New York, 
deferring taxes of approximately $5, 125,000 until dis­
position ol the replacement television station. In 1977, . 
the extraordinary gain on the exchange of securities 
gave rise to a provision for deferred Income taxes of 
$1,700,000. The remaining deferred taxes of $2,772,000 
at December 31, 1977 result primarily from the excess 
of tax over financial accounting depreciation. 

10. MARKETABLE EQUITY SECURITIES 

Marketable equity securities were carried at an ag· 
gregate cost of $12,167,000 and $7,147,000 and had an 
aggregate market value of $15,018,000 and $11,758,000 
at December 31, 1977 and 1976, respectively. The in.· 
crease in cost in 1977 of $5,020,000 is wholly atlribul· 
able to the extraordinary gain recorded on the exchange 
of the Company's shares in Southland Paper Mills, Inc. 
for shares in St. Regis Paper Company, pursuant to a 
merger on December 1, 1977. At December 31, 1977 
the 394,570 shares of St. Regis, carried at a cost of 
$10, 184,000, had a market value of $12,133,000. Al 
December 31, 1977 there were aggregate unrealized 
gains of $2,937,000 and unrealized losses of $86,000. 
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Notes to Consolidated Financial Slalements-(Continued) 

11, INTANGIBLE ASSETS 

· The Company's Intangible assets consist of ·the 
excess of purchase price paid over the lair market 
value of tangible assets of acquired broadcasting and 
publishing properties. These intangible assets repre­
sent broadcasting licenses, network affiliation contracts 
and elleclivo economic publishing franchises, all of 
which may be characterized as scarce assets, with very 
long and productive lives, which have historically 
increased In value with the passage of time. In accord· 
ance with Accounting Prirycip/es Board Opinion No. 17, 
those intangible assets acquired &ubsequent to 1970 
are being amortized over periods of 40 years, even 

though, in the opinion of Managemcmt, there has bor:n 
no diminution of value o! the rospectlvo properties. At 
December 31, 1977, the Company's lntar19ible assets 
were as follows (OOO's omitted): 

lnlanolble assels nol subjocl to 
nmortl:nlion ... , . .... .• •• . • $127,799 $107,083 $ 20,716 

lnlangib'cs roqulred to be nrnor· 
Uzed ,. ................... . 114,569 9.264 J.QgJ!?. 

242,360 116,367 126.001 

Accumulnled amortization ••••• (4,491) (730) _(3,761) 
$237,877 $115.637 $122.2·10 

---- ··---------·-----------------------
12. NOTES PAYABLE 

Notes payable at December 31, 1977, are as follows (OOO's omitted): 

Paynblo during: 

1978 (current year) .............................. . 

1979 ........•.••............•.... ··-·. •.• ........ ·-

1980 

1901 

1982 

1983 

1984 

1905 

. 

........................... ·-· .............. ·-

....................... -.................... . 

............................................ 

............................................ 

............................................ 

Total 

s 25,970 

26,709 

2il,365 

. 16,312 

13,500 

10,800 

10,800 

1,000 
$126,257 

1977 Paymenls • .. • .. • .. .. .. .. • .. .. • .. • .. • .. .. • • .. .. $ 24,654 

Interest rates •••••••••.••....•.••••••.•••••••.•.•.•• 

Date of final payment ............................. .. 

The Triangle notes payable relate to. the purchase of 
television. broadcasting properties and are secured by 
fixed assets, intangibles and other property with a net 
book value of approximately $100,000,000 at Decem­
ber 31.. 1977. The Carter notes payable relate to the 
purchase of newspaper and radio broadcasting prop· 
erties and are secured by fixed assets. intangibles and 
olher property with a net book value oC approximately 
$59,000,000 at December 31, 1977. 

The Company obtained an unsecured $72,000,000 
term bank loan on February 15, 1977, payable in 26 
equal quarterly installments of $2, 700,000 each, com­
mencing August 15, 1978 and a final Installment of 
$1,800,000 on February 15, 1985, with interest at 8.2% 
per annum. Under terms of the loan agreement the 

Fo1mtr Sh1rthold•ra ol _ 
Tflanalo 

Fln1nch1I, Inc. Dan II• Kin••• City llaf Certor Olhor 

$10,125 $ 5,400 $ 3,417 $ 6,150 $ 078 

6.342 10.eoo 3,417 6,150 

I0,600 3.416 {i, 160 

10,800 5,512 

10,800 2,700 

10,800 

10,800 

1,800 
$16.467 $72.000 $10,250 $26.662 $ 870 
= = = = 
$10,125 s - $ - s 6,150 $8,379 
= = 

Higher of 
Prime.or5% 8.2o/o 6.25% 6.0% 8.75% 

Jan.5, Feb. 15, Fob. 15, Aug.1, Mayl, 
1979 1985 1980 1982 1978 

Company is limited in paying cash dividends and pur-
chasing its capital stock to $17,000,000 plus, In the 
aggregate. 33Y3 % of consolidated income before ex-
traordinary gains subsequent to January 1, 1977. As 
of December 31, 1977, unrestricted retained earnings 
under the loan agreement were $12,833,000. The loan 
agreement also provides that the Company must main-
lain a ratio of current assets to current liabilities of 1.0 
to 1.0 and stockholders' equity of nt least $200,000,000. 

Pursuant to the February 15, 1977, acquisition of The 
Kansas City Star Company, the Company assumed 
notes payable of $9,257,000, o( which $7,500,000 of 
9%% notes due 1982-1991 were prepaid in December 
1977. 
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Capital Cities Communlcallons, inc. -
Notes to Consolidated Financial Stnlemenl~(Contlnucd) 

13. STOCK OPTION AND PURCHASE PLANS 

The Company has slack opllon plans under which 
cerlain key personnel have been given lhc right to pur­
chase shmes of common stock ovor an eleven-yenr 
period from the dale of grant at prices equal to market 

vnluo on Iha granl dato. Each option is cumulatively 
exerci.;:iblo as lo 25% of the tolal shares represented 
thereby for each of lho first four years nflor grant, pro­
vided lhat tho individual remains in the employ of the 
Company. 

Tho following information porlalQs to the Company's stock option plans: 

~.Piion• O,!.!!!!~-d 
ShAIO' Opllon price av .. uabl.- Numb11r 

M11kot "1lu1 1t d11• 
of qrnnt •nd when 

euncls11tl(ui) 

lor~·~·~t P1H sh<lhl In lol.11 01,11;1101 ~--.-.··=~---='=--~=0--.---~P~••=•h.1.r.• In total 
Balnnco Jnnunry 1, 1976 ............ 19,.150 $1825to$38.19 $7,245,050 2•14,045 $18.25 to $30.19 $8,137.Q47 

Authorized .................... 40,000 
Grnuhld ........................ (37,350) S.\G.00 to$$ I ,CG 37,350 
Cnncoll~d ...................... 4,708 $25.00 lo $38, 19 (0,538) 
Exorclsod ..................... $18.25 lo $30.25 $ ~99, 150 J.!1.ll.l.l S·tG.oo to SSol.75 s 558, 130 

Bnlnncu Occombcr 31, 1976 .... , ... 20,888 $18.25 to $51.06 $8,503,520 262,546(b) St8.25 toS51.06 $9,280,391 
Aulhorlzod ..................... 60,000 
Granted •••.•••••••• , •• , •••••••• (15,250) $47.0S lo $•18.75 15,250 
Cnncolled· •• _ ••• , •••••• , ••••• , , • 3,QG3 $25.00 lo SS 1.0G (3,963) 
Exorclsoll ........ ·-............ $25.00 to $36. l:l $ 31"1,425 (11,619) $•16.63 lo $60.13 s 584,4•16 

Balanca Occambor 31, 1977 ....... , 75,601 $18.25 lo $51.06 =-"':'"= $8.78·1,997 262.2 M(b) SI0.25 to $51.06 $9,509,GH 

(a) Tho proceeds received by lh•1 Company from nxmr.i~P. of nplioM nrn r.rorfilnd diror.tly lo stockholders' 
equity. No charges have bean mndo against incorno in accountrng for the options, except lhat 5197,000 and 
$184,000 were charged in 1977 and 1976, respeclivofy, in connection with the 1975 price mo(iification of certain 
previously granted options. 

(b) l\t December 31, 1977 and 1976, options wore exercisable ror 162,613 and 128,495 shares, respectively. 

(c) Information as to options which becarne exercisable was as follows: 

~a1knl value al dftl• 
NUn\b1.•f ----'~rillon prlc11 __ o~tla_ns -~~~~ill•-~1!_ 

----------·-------~~~·~' ---'-'P':.:..' tl11uo In To1,,,.a1 ___ __:P..:_or:.,:•c.;.h .. uo In lot~ 
Year ondtld Occon1ber 31, 

1U76 ••••• , •••••••••• , •••••• •• • • •• •• • • • • • 
1977 ••..•••••••••••••••••••••••••••••••• 

.f5,6·t2 
•t7,0SO 

In May ·t977, lho Company's shareholders approved 
an Empll1\'CO Stock Purchase Plan which provides for 
the issuance of a m.1xin1um of 300,000 shares during 
a five year period ending in March 1982. The Plan pro­
vides that eligible employees, through pnyroll deduc-

14. COMMITMENTS AND CONTINGENTUABtLITIES 

Tho Cnrnpany has entered into ogrocmonls ror ruturo 
delivery of syndicated and fealurn him programming 
for its television stations, which aggregate $6.417,000, 
payable from 1978 through 1983. 
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St0.25 to $38.19 
$ t R.25 lo $51.06 

$1,363,650 
$1,557,716 

$49.19 to S53.31l 
HI.SO la $51.56 

$2,299,362 
$2,292,525 

lions of up to 15% or their salary, may purchase shares 
at 85% of the lower of fair market. v;:ilue at the Grant 
Date or at 1•1e Purchase Date (normally one year 
subseciucnt). The Company anticipates tho purchase of 
approximaloly 50,000 shares under the Plan in t 978. 

Tho t<nnsas City Sim Company, a subsidiary of the 
Company, has guar:inloed $4,750,000 of Pollution Con­
trol 13onds issued in December 1976 by Flambeau. 

The Company has no material lease commitments. 
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Report of Certified Public Accountants 

• 

ARTHUR YOUNG & COMPANY 

'l'he Board of Dil'ectoi·s nnd Stockholders 
Cnpitnl Cities Communicntions, Inc . 

277· PARK AVCNUC 

NE:W YORK 1 N. ,., 10017 

We have examined the M:conipim~·illll cuusolldnL.:d bitlancc 
sheet of Capital Cities Communications, Inc. nt December 31, 1977 
and 1976 nnd the related consolidated statements. of income, stock­
holders' equity and changes in financial pos:t. tion for thr. years 
then ended. Our examinations were mnde in accordance with genCilr­
ally accepted audiUng standards and, accordingly, included such 
tests of the accounting records and such other auditing procedures 
as we considered necessnry in the circumstances. 

In our opinion, the statements mentioned above present 
fairly the consolidated finuncinl position of Capital Cities 
Communications, Inc. at December 31, 1977 and 1976 and the con­
solidnted results of operations and chnnges in !in.nncial position 
!or the years then ended, in conformity with ge11erally aecep~ed 
accounting principles applied 01i a consistent basis during the 
period. 

Feb1·11nry 28, 1978 

(( ,, 

• 


