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SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

SECURTYES ANp EXCHANGE COHM’SSIBN

FORM 10K | FEE RECEIVED

ANNUAL REPORT - MAR 31 ]93]..

Pursuant to Sec:lon 13 or 15(d) of| OFFICE
the Securities Exchange Act of 19 A gﬂggrgp pnﬂg;glis i

For the fiscal year ended December 31, 1950 Commimion file;

Capital Cities Communications, Inc.
(Enctnameofreghlnntuspeclﬁedlnihdur&r)
New York State ‘ 14-1284013
i RS, Emplo;
IMOr‘olhe:rhrhdicm:.f) _ lge _ l:ﬂ{e'r)

485 Madison Avenue, New York, N. Y. 10022
- (Address 6f principal executive ofices) : (Zip Code)

_ Registrt;n_t’s telephone number; including area code (212) 421-9595 |

(H'tle.of ench class) )
Common stock $1.00 par value : New York Stock Exchange _

Securities reglstered pursuanit to' Secuon 12(g) oi the Act: None

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section
13 or 15(d) of the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter _
period that the registrant was required to ﬁle such reports), and (2) has been subject to such filing require-
-ments for the past 90 days. Yes X. No

The. ag;,regate market value of the voting stock held by non-atﬁhates of the registrant is. $823,400, 000
‘asof Februrlry 28, 1981.

The number of shares outstanding of the issuér’s common stock as of March 16 1981 12 ,911,096
shares, excludmg 2,482,400 treasury shares.

Portions of Part I are incorporated herein by reference to the 1980 Annual Report to Shareholders
‘and a definitive Proxy Statement for the annual meeting of shareholders on May 6, 1981.

Part II and Part IV with the exception of certain schedules and exhibits ‘are mcorporated herem by
- reference to the 1980 Annual Report to Shareholders.

Part II} is incorporated herein by reference to a definitive: Proxy Statem ent for the annual meetmg.
-~ of shareholders on May 6, 1981. :




PART 1|

. Item 1. Business.

Capital Cities Communications, Inc. (the “Company”) has been engaged in radio broadcasting since
1947, in television broadcasting since 1953, in publishing since 1968 and in cable television beginning
in 1980 The Company has approximately 6,320 employees: 5,170 engaged .in its puu‘-shmg operations,
1,090. engaged in broadcastmg and 60 engaged in cable television.

v f . by

Industry SQQmsnl's

Information relating to the industry segments of the Company’s operations-is 'i_J
of the Company’s Annual Il.eport to Shareholdzrs and is hereby incorporated by ref' ence. The{ ‘Company
derives all broadcasting fevenues and more than 80% of its publishing revenues fro'u the sale of
advertising. Subscnptlon and other circulation receipts from publishing constitute the only other
material source of revenue. #

Publishing

The Company publishes 30 business and specialized publications, nine daily newspapers in seven
markets, and a number of weekly community newspapers and shopping guides. Following is a summary
by type of publication of inches or pages of advertising, advertising revenue and circulation revenue for
the five years ending December 31, 1980 (000’s omltted except pages of advertising):

: : Pro
Actual Forma(a)
TR 1879 1978 1977 1976 1980
Inches or pages of advertising h ' '
\Newspapers (inches)(b) ..... rerrnees e 16,729 14,899. 14,113 12,048 8,054 14,419
“Specialized newspapers (mches) ceresesnes 1,764 1,728 1,550 ‘1,488 © 1,366 1,764
Spcclahzed magazines (pages) ........... 5,889 4,562 5211 5,337 2,027 5,189
Advertising revenue . ’ . .
NEWSPAPEIS(E) - oevvnerenernrnneeneinens S168,631  $151,429  SI32,118  $102,643 $42,493  $162,574
Specialized,, 'newspapem ciesinaraas eenans 67,402 60,955 52,338 45,785 39,666 67,402
Specialized magazines % ....vceereerieinns 11,827 9,681 10,680 10,320 3,514 11,264
Shopping gUIdes ....ovvvrrierneraens cen 5,887 - = —_— - —_—
Circulatisa reveniie . N
Newspapers ....c...ceeeses Bevvrieiennes § 30,179 $ 2,,424 $21,965 § 18,761 $ 9,592 § 29,289
Specialized publications ...... *\ ........ 13,915 12,644 10,995 10985 9339 13,557
(a) Excludes 1980 acquisitions. e

{b) Does not include insects.
' (c_). Includes inserts.

A
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Specialized Publications

The Specialized Publications Group is primarily engaged in gathering and publishifig business news -
and ideas for industries covered by its various publications, all of which are prmted by outside printing
“contractors. Following.are the publications: "
_ Title : Frequ‘ency clrculallon
Fairchild Publications : o
Newspapéers ‘ A :
Women's Wear Daily ................... i ail; 65,000
Daily News Record ................. Loh .. Dai : 25,0007 "
American Metal Market : . i 15,000
 HFD—Retailing Honie Furnishings ........0 cly 36,000
Energy User News .. ... iiinnninenss 16,000
Footwear News .. . . e o Wi + 23,000
Supermarket News _ _ ' "~ 59,000
Electronic News - . . ‘ / 72,000 =
Metalworkmg' News _ ; _ L. W . 30,0000
MIS Week - . - . - < 104,060(1)
fetsemns e A _ 10 000(1)
W e e ae e e i ] 185,000
SpartStyle . . o Semi : - .30 000(1)
Entrée e . . - Month C o 14,000(1)
Magazines ' C '
Moy ' 3 20,000
Me_lal/Center News ¥ ; Monthl: - 13,000(1) - i
Honie Fashions Textiles y - : Mo / ; 13,0001y .
Heat Treating ... e . e s ly 21,000(1)
International Medical News Group _ ‘ = L
Family Practice News . ........... e - 69,000(1)
Internal Medicine News . ......... ccuvvvineen. - 58,00001) .
Ob. Gyn. News e . _ .. 250000)
Pediatric News : : _ ‘ S s, 000(\1) .
Clinical Psychiatry News . ... . aaes -T.\ ly o0 -29,000(1)
Skin & Allergy News ....... cveaess shMonthly 0 0 32,000(1) 0 o
: ' o _ - Monthly - -~ 100,000(1) - o
Professional Press Group . coe ceoves Monthly. . 84 000 -

(1) Controlled circulation. N -

‘Daily Newspapers | ol R
: ' " Year of S -F'F‘“"“"_“‘_-“ e

' ' _ ' _Acquisition . Dally . - Sunday
The Oakland Press (Pontiac, Mich.) . Evening 1969 73,000 - "75,000 .
News-Democrat (Belleville, TIL) ........ Afternoon -~ = =~ 1972 =~ 41,0000 = - 43,000
Fort Worth Star-Telegram -. . .«s . Morning- ; 1974 98,000 - 257,000
Fort Worth Star-Telegram , Evening : 1974 135,000 LT
The Kansas City Times : Morning - 1977 - 298,000 S
The Kansas City Star . . . ) Evening © 1977 256,000 399,000
The Wilkes-Barre Times Leader All-day 1978 - (2) .
"Albany Democrat-Herald (Albany, Oregon) Evening 1980 20,000
The Dazly Tidings (Ashland, Oregon) .. [Evening o 1980 6,000

(1) Total average paid circulation per “the Aud:t Bureau of . C:rcuIatmn statement for the sux o
“months e}pded September 30, 1980.

(2) This paper was struck by various unions on October 6, 1978 and is currently bemg pubhshed-
- under strike conditions. Clrculanou pnor to the strike was 69, 000

[ K"‘3




We'ek!y Newspapers and Shopping Guides

The Company publishes weekly community newspapers and distributes shopping guides in six states,
They include six weekly newspapers in Oregon, ninie in Connecticut and The Arlington Citizen-Journal, in
Arlington, Texas, with aggregate circulation of 43,000, 85,000 and 39,000, respectively. Five shopping
guides are distributed in Wichita and Topeka, Kansas; Springfield, Missouri; Tulsa, Oklahoma; and
Dallas, Texas, with an %iggregate weekly circulation of 600,000,

In addition, the Company publishes, in Oregon, two magazmes for stamp collectors with a com-
bined cu’culatlon of 32,000.

Competition .,

The specialized publication business is highly competitive. In its various news publishing activities it
competes with almost all other information media, and this competition may become more intense as
communications equipment is improved and new techniques are developed. Many metropolitan general
newspapers and small-city or suburban papers carry business news. In addition to special magazines in
the fields covered by these publications, general news magazines publish substantial amounts of business
material. Nearly all of these publications seek to sell advertising space and much of this effort is directly
or indirectly competitive with the Company’s specialized publications.

The Company’s newspapers and shopping guides compete with other advertising media such as
broadcasting stations, magazines and billboards. Additionally, The Oakland Press, the News-Democrat,
the Citizen-Journal, th_e Gresham. OQutlook (Oregon) and the Shore Line Times (Connecticut) papers
serve suburban.areas adjacent to metropolitan centers and compete with newspapers published there.

Raw Materials % ’
h
The primary raw material used by the publishing division is nf-mprmt Newsprint and. other paper

stock for the specialized publications is mostly furnished by the chntract printers. Newsprint is readlly

availablé from numerous suppliers. The Company’s newspapers purchase their newsprint from various

suppliers as follows:

A SEfire
L : fumished
% Number of _«~by largest
suppliers .- s::pplier_

The Kansas City Star/Times .........c.ouveeeinan. 7 TR

Fort Worth Star-Telegram: . .. ................... - 36%

The Oakland Press ..........c.veeeeeneeeannanss 3 36%

News-Democrat ..........c0ocueue. R, . 4 40%

g The Aﬂmgtan Citizen-Journal ................. ceen 2 84%

The Wilkes-Barre Times Leader ............. ceenen 6 27%

Shore Line. Newspapers .............o.iveeeuunn.. 2 67%

Democrat-Herald Group . . . .. esbesiaenaiinnas e, 4 41%
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, The Company presently owns and %perates five tiig’ﬁ':frequency_ (VHF) television stations,' one ultra
high frequency (UHF) television station, seven standard (AM) radio stations and six frequency modu-
lation (FM)- radio stations. Market locations, frequencies, transmitter power and other station details

are set forth below:

. Television stations owned

Stations
and focations

WPVI-TV ....................

Philadelphia, Pennsylvama

KTRK-TV ............... FINPIN

Houston, Texas

WKBW-TV ,..........c..... e

Buffilo, New York

WINH-TV .. .....civiiennnnn,

New Haven, Connecticut

WIVD ....iiiiivieeiininsans

Durham, North Carolina

KFSN-TV ... . iivrvnnnnans

Fresno, Callfomla
Radio stations owned

nnsm?i:m 7 \‘\\\“‘

laa

KZLA ........................

Los Angeles, California

WIR .t

Detroit, Michigan

WPAT oeonvnrriennnns

Paterson, New Jersey
{Metropolitan New York)

WBAP ......ciiiiiiiiinnanans :

"Fort Worth, Texas

WKBW ..... reeenaas e ereane

Buffalo, New York

WPRO ....iviviiirinnnnnnnnns

Provxdence Rhode Island

CWROW i
== Albany, New York

WPAT-FM ...........civnunen -

Paterson, New Jersey
(Metrogglitan New Yoik)

WIR-FM W5 s,

Detroit, Michigan

KSCSFM . ..oonrrnnnnn, .

Fort Worth, Texas

WPROFM ................

Providence, Rhode Island

WROW-FM ........ e rersaasne

- Albany, New York

KZLA-FM B T

x -

Broadcasting

Explration.
Channel am‘r’lfzf!‘l:&
‘e 6., (@
.. 13 Aug, 1, 1983
7 June 1, 1981
ves 8[\}, Apr. 1, 1931-
ces 11 Dec. 1, 1981
cee 300 Dec. 1, 1983
Lo 150K 10,000 Nigh
760 K 50,000
930K 5,000
820K 50,000
1520k %7 50,000
630K 5,000
590 K 1:,50’88%?@
93.1M 125
96.3 M 50
96.3 M 100
923M. 39
95.5 ‘V[__ s 83"
93.9 M

49

Dec. 1, 1983

' Expiration
Nework  network
affillation affiliation{1)
ABC Aug. 15, 1981
ABC Apr. 2, 1981
ABC July 2, 1982
A;’BC Jan, 1,}’983
CBS Sept. 11, 1981
CBS | Feb‘.»28, 198_2 _
piration
(2)_ None _ _
Oct, 1, 1982 NBC(3) B
@ None |
 Aug.1,1983  NBC(3)
June1,1981 - None.
Apr. .l, 1981  None i N
June 1,1981 CBS(3)
June 1-,‘ 1981 .None'
Oct. 1, 1982 None(3) ,
Aug. 1,1983 None(3.) |
-(2) None |
June 1, 1981 Nof:e(S)
None



(1) Although FCC regulations prevent network contracts from ha\}ir_!g terms of more than two
years, such regulations permit successive renewals which are routinely granted.

(2) Regular renewal of the license of these stations has been delayed as described under Renewal
Matters on péfnc K-7 of this report.

(3) Network affiliation agreements of WIR, WBAP and WROW expire on October 31, 1981,
January 1, 1983 and December 30, 1982, respectively. CBS and NBC permit an FM station to dupli-
cate programming covered urider agreement with an associated AM station.

Competition ' -

The Company’s television and radio stations are in competition with other television and radio
stations, as well as other advertising media such as newspapers, magazines and billboards.

Competition in the television broadcasting industry occurs primarily in individual market areas.
Generally, a television broadcasting station in one markeét does-siot compete ‘\;mh other stations in other
- market areas, nor does a group of stations, such as those. owned by the Company, comgete with any
other group. of statmns as such, While the pattern of competition in the. radio broadcasting indusiry is
basically the same, it is not uncommon for radio stations outside of a market area to place a signal of
suflicient strength within that area (particularly during nighttime hours) to gain a share of the audience.

In addition to management and experience, factors which are material to competitive position
include authorized power allowance, assigned frequency, network affiliation, and local program accept- .
ance, as well as strength of local competition.

] Q
Under present, 0regulat10ns of the Federal Communications Commission (“FC‘C”) no additional
VHF television cqgnmermal stations may be constructed or operated in any of the cities where the
Company’s television stations are located. However, as discussed below, the FCC has initiated a pro-
ceeding which could result in the assignment of additional VHF channels to several of those cities.

There are sources of television service other than conventional television stations. The most
common at present is community antenna television (“CATV”). CATV can provide more competition
for a station by making additional signals available to its andnce. In 1972, the FCC adopted rules
intended to facilitate the development of CATV ‘while avoiding unduc competitive impact on. the basic
structure of television broadcasting. Those rules, and the policies underlying them, however, have been
modified by the FCC in ways intended to eliminate restrictions on CATV, and the modifications them-
selves.are being challenged in the courts. No prediction can be made as to the extent to which CATV
systems bringing additional signals. into the markets of the Company’s stations will develop. In addition
some CATV systems have begun supplying programming that is not available on conventional television
stations. See “Licenses—Federal Regulation of Broadcasting—CATV and Other Television Services”
for a discussion of CATV, pay cable and subscription television.

n“
\] \‘ .
Licenses—Federal Regulation of Broadcasting

Television and radio broadcasting are subject to the jurisdiction of the FCC under the Communi-
cations Act of 1934, as amended (the “Communication Act”). The Communications Act empowsrs
the FCC, among other things; to issue, revoke or modify broadcasting licenses, to-determine the location
of stations, to regulate the equnpmem used by stations, to adopt such regulations as may be necessary




/

to carvy out the provisions of the Communications Act and to impose certain penalties for violation of
such regulations.

Renewal Matters : ' R

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

In addition, petitions to deny applications for renewal of licensuymay be ﬁled during certain periods
following the filing of such apphcauons In recent years, representatives of various community groups
and others have filed increasing numbers of petition§ to deny remewal applications of broa.dcastmg
stations, mcludmg ‘some of the Company’s stations. .

‘On June 30, 1978, the New Jersey Coalition for Fair Broadcasting petltioned the Federal Com-
munications Commission to deny the application for renewal of the license of WPVI-TV, Philadelphia.

The Governor of New Jersey and the New Jersey Department of the Public Advocate filed petitions in ’

support of the Coalition. Similar petitions were filed dunng 1978 with tespect to most of the VHF televi-
sion licensees i in Philadelphia and New York. The petmons allege that the licensees have failed to fulfill
special obhgattons to provide service to New Jersey that have been imposed by the FCC on the
Philedelphia and New York Cny stations. The Cornpan} has opposed the petitions: The FCC has decided

that WPVI-TV has met its past New Jersey seryice commitments, but is considering whether those .

commitments skuld be expanded to include establishment of an office and news bureau in New Jersey

. 'The Company has submnzitted to the FCC its proposal to establish an office and news bureau in Trenton

Action on the WPVI-TV renewal application has becn deferred pending the FCC’s consideration of the
proposal and the response thereto by the Coalition, which criticizes the proposals in some re:,pects '

The FCC has also initiated rulemaking to consider various ways in which television service generally

_to New Jersey may be increased, including adding six new UHF television channel assignments to the

State, waiver of existing subscription television rules to permit establishment of several over-the-air
subscription stations in New Jersey, authorization of certain “low power” facilities to serve communities
in the State, and possible transfer of one of the New York City VHF assignments to northern New Jersey.

In addition to the foregoing renewal matter, WPAT-AM’s application for renewal is being deferred
pending satisfactory completion of work pursuant to a construction permit allowing it to relax restrictions
on its nighttime radiation pattern. Renewal of the license of KZLA-AM has been delayed pending
completion of technical changes to its facilities. Regular renewal of the license of WPRO-FM has been
delayed pending FCC resolution of a dispute coricerning interference to a television station, allegedly
caused by a power increase granted to WPRQO-FM_in 1972. It is not possible to predict how these
engineering matters will be resolved. However, it is believed to be improbable that any of them would be
resolved in a way that would have serious adverse effects on the operations of those stations.

Ownership Matters

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

The FCC’s “multiple ownership” rules provide, in general, that a license for a radio or television

station will not be granted if the applicant owns, or has a substantial interest in, another station of the
same type which provides service to aréas already served by the station operated or controlled by the
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applicant, These rules ﬁr:ifi'thé‘;‘ provide that a “broadcast license to operatc a radio or felevision station
will not be granted if the grant of the license would result in a concentration of control of broadcasting.
The rules provide that a presumption of such concentration of control arises in the event that an entity
directly or indirectly owns or has an interest in more than seven AM radio stations, more than seven

FM radio stations, or more than seven television stations, of which no more than five may be VHF.

The Company now owns seven AM radio stations, six FM radio stations and six television stations, of
which five are VHF. o

In addmon the FCC will not grant applications for station acquisitions which would result in the

creation of new AM-VHF or FM-VHF combinations in the same market under common ownership
~ New combinations of AM-FM stations in the same market under common ownership are permitted.
‘However, the Commission has indicated that it intends to initiate a rulemaking proceeding to consider
‘whether to continue to permit commonly. owned AM-FM combinations. Until that proceeding is com-

pleted; the Commission has. also indicated that licensees creating new AM-FM combinations do so subject
to:the possnblltty that they may be required to divest one or the other of the stations.

Combinations of UHF television stations with AM stations, FM i.dthIlS or AM-FM combinations
in the same market are not currently prohibited under the rules but will be considered by the FCC on
a case-by-case basis. However, the Commission is proposing a rule to eliminate this “UHF exception,”
and will not grant applications inconsistént with the proposed rule during the pendency of that proceeding.

Furthermore, uader the FCC’s rules, radio and/or television licensees may not acquire new owner-

ship interests in daily newspapers published in the same markets served by their broadcast stations.

Finally, FCC rules also prohibit a television licensee from owning CATV systems in communities which
are within the service contours of its television stations. Under these rules, the Company would generally
be barred from making acquisitions or sales which would result in the creation of new combinations, or
maintenance of existing conibinations, mconsxstent with the rules.

The Company presently owns one AM-VHF combmatlon WKh”V-AM and WKBW-TV Buffalo.
In addition, the Company presently owns daily newspapers in two marke.s in which'it-also holds radio

licenses. For- purposes of these rules, The Oakland Press and WIR-AM: and WIR-FM; licensed to

Detroit, are trcated as in the same market, as are the Fort Worth Star-Telegram and WBAP—AM and
KSCS-FM, licensed to Fort Worth. Under the rules, therefore, these commonly owned broadcast and
broadcast/newspaper combinations could not be transfe-'red together, The Company has acquired certain
CATYV systems and, as described more fully in the sectlou entitled “Cable Television Systems——Recent
Developments,” is seeking to acquire Cablecom-General, Inc. (“Cablecom™), a company with substantial
CATV holdings. None of Cablecom’s interests would, if acquired by the Company, violate the
TV/CATV rules. ‘However, the rules would prohibit the Company from acquiting CATV systems or
franchises in communities within the service contours of its television stations.

The FCC hés adopted a rule prohibiting acqmsmons that would result in common ownership of
‘three broadcast Ltatrons any two of which are licensed in cities within 100 miles of the third, if the
service contours of the stations (as defined by the FCC) -overlap. For purposes of this rule, commonly

owned AM and FM stations licensed in cities no more than 15 miles apart are treated as one entity.
Under the current rules combinations otherwise covered by the rule that include UHF television stations -
_-are not prohibited, but will be considered by the FCC on a case-by-case¢ basis. However, the Commis-

sion’s proposal to eliminate the “UHF exception” also applies to this rule, and no appl:catlons inconsistént

with the proposal will be acted on until the rulemaking proceeding has been compléted. The Company’s

broadcast holdings are consistent with the rule, but the rule could affect subsequent acquisitions:

Except as. discussed below, the FCC’s rules specify that power to vote or control the vote of 1%
or more of the stock of a publicly-held licensee (i.e., a licensee with 50 or more stockholders) is the

test for determining whether an entity should have the licensee’s broadcast stations or newspapers’

attributed to it for purposes of the multiple ownership rules. However, the FCC’s rules permit a guali-

K-8
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fying muiual fund to vote or control the vote of up to 5% of the stock of a publicly-held broadcast
licensee before the licensea’s stations will be attributed to the mutual fund. The rules also permit insurance
companies or banks holding stock in their trust departments to vote or control the vote of up to 5% of
the stock of a pubhcly—he]d licensee before the licensee’s stations are attributed to them, provided that
such insurance companigs or banks: do not exercise any control over the management or policies of the
publicly-held broddcast company or companies in which they hold in excess of 1% of the stock.

. 0 The FCC has indicated that it is considering rules which would permit certain categories of passive f
shareholders to own up to 10% of the shares of broadcast stations and newspapers which could nat be
_ commonly controlled under the rules. At the same time, the FCC has begun a proceeding to consider
& whether it should treat certain other ownership interests which do not include the power to vote or
‘ dontrol the vote of stock of a licensee as also tnggermg the multiple ownership attribution rules.. Among
the interests being considered are beneficial interests in trusts (where the power to vote resides in the

trustee), preferred stock interests, and various kinds of debt. interests. The Company cannot predict
the outcome of these proceedmgs

CATV and Other Television Services

As noted above, CATV can provide more competition to a television station by making additional

signals available to its audience. FCC rules currently require CATV systems to carry the signals of the

" television stations in whose service areas they operate, and protect local network-affiliated stations’

: -exclusive rights to broadcast network programming against the simultaneous broadcast of the program-
ming on dlstant stations:carried by CATV systems operating in their service areas.

.Ff N The FCC has recently decided to eliminate other rules restricting CAT}f importation of signals of *
N . distant non-network, independent stations into a market and its related rulés protecting stations’ rights
4 oy to exclusive exhibition of syndicated programmiing in their markets. The FCCs decisions to eliminate
4 these rules, which have been appealed to the courts, will permit CATV systems operating in markets:
p served by rite Company’s television stations to transmit into those markets signals of additional inde-/
pendent stations, as well as syndicated programming against which the stations could have -claimei
exclusivity protectlon under the former rules. The Commission’s decision has been stayed pendufg
judicial review, permitting the restrictions to remain in effect until the appeal proceedmgs are concluded.
The Company cannot predict the outcome of these vanous proceedings or-the future cqmpetmve impact
of the changes made by the FCC, if they are upheld. s 1[

Some CATV systems have,\begm supplying additional programming to subscribers that is not

originated on, or fransmitted frof.f, conventional television broadcasting stations. In addition, there have

been attempts to develop television service that emphasizes the origination and/or dlStl‘lbllthl’l for a fee

of programming not available as part of a conventional free television service. The FCC's rules do not
_place any restriction on the number of such cable subscrlptlon services in a market and likewise permit

an unlimited number of broadcast subscription services in any market already served by at least four 5
conventional television stations. FCC rules impose certain limitations on programming offered by
broadcast subscription television services but do not restrict' similar programming offered by CATV
systems. The Company cannot predict the future compgtitive impact of such subscrlpnon services.

The FCC has taken other recent actions which offer the possibility of i 1mt 'a"ed competition to. con-
ventional television stations. It has proposed to add a large number of add nonal VHF assignments to
& markets across the country, including a new channel to the Houston market served by KTRK-TV, ten -

' - -néw channels to the Fresno, Callforma ‘market served by KFSN-TV, and two new channels to the
‘Hartford market, served by WTNI-_I—TV. Each new channel assignment or proposed assignment represents
a potential new VHF station in the affected market. The FCC has also proposed rules facilitating
direct broadcast satellite operations and creating a new service of low power television facilities to
supplement existing conventional television broadcast service. The Company has applied for such low
_power fa...llltl(:s\ in Raleigh-Durham, Buffalo, Houston, Fresno and New Haven. The Company cannot
predict what action the FCC will take on these applications or on the proposed low power television
service, nor can it predict the competitive effect should this service be authorized.
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Clear-Channel and Reia;rﬁéi Radfo~pr0ceedirrgs

The- FC(., hag. rejected proposals to permit sc called clear-channel radio statlm. “fo increase their
power andk has decided to allow new.radio stationis” to operale on the ,frcquenc:les of Such clear-channel
stations, thereby reducmg the range of clear-channe! stations. WJIR-AM and WBAP-AM both operate
on clear channels. The Company and rithers have appealed that decision, and judicial review proceedings
are pending. The Company is vnable to predict the impact nf the Cornm:ssmn § decision on the operation
of WIR-AM or WBAP-AM, the degree of additi=na} _competition which the Coinpany’s' other radio
statlom may face frum new radio signals that might become avallablc ir‘their service areas, or the uitimate

1} \_me of the ]udacml proceedmps e

I

I‘“ other actions designed to mcrea.,e the number cf aural outlets, theCommission has 1mt1ated

-studies of the possible expansion of the AM band to mcludc ne freqnenmes anid of they possﬂJle reduc-
tion of the AM stativn- bandwidth from, 10 KHz to 9 kHz Botii of these actions wou[d r Juire, inter
alia, some modificationsof interna‘ional treaties Bove rning use of the radio spectrum. The ‘Commission
has also indicated that it intends to initiate a proceedmg that woul( explore ways to increase the number

fFM allocations available for assignment. The Companv is not able to predict the outcome and" impact
ot\these v"nous proceedings.

Network Proceeding . : / B

e

. The FCC has initiated a proceeding mvesugatmg the acqulsmon -and distribution of -television
programmmg by the three national television networks. Among/Sther matters, the investigation encom-
passes the relationship between the networks and their program suppliers and between the networks
and their affiliaiés——particularly as to such su) (vcts as the degree of zffiliate reliance on network pro-
gramming, the opportunities of affiliates to review network programs prior to broadcast, and the nature
and eifects of ngtwork-station compensation plans. All six of the Company’s televxsmn stations are

affiliated with nauonal television networks. The Company is unable to predict the- outcome of this -

proceeding or the effects on network-station relddonships which any FCC action might have.

* * * L] *

Proceedings, investigations, hearings and studies are periodically conducted by Congressional
commiittees and by the FCC and other government agencies with respect to problems and practices of,
and conditions in, the brﬂacl(:as ing muustry -The Company cannot predict whether new Ieglslatlon or

regulations may result’ from any such studies“or hearings or the adverse iinpéct, if any, upon the Com--

panys operations which might result therefff)m

iy
s el

The mformsgmn contained under this headmg does not purport to bs a comp]ete summary of all

the provisions of» p!;e Communications Act and the rules and regulations of the FCC thereunder or of -

pending proposals for other regulatlon of broadcasting and related activities. For a complete statement

" of such provisions, reference is made to the Communications Act, to such rules and regulations and to
“such pending proposals. :

e

. P . ‘

Canadian Television o " ¥ {
Current Canadian law prevents Canadian advertisers from deducting as a business ‘éxpense for
purposes of Canadian income tax the cost of advertisements placed on United States television stations
which are aimed primarily at Canadian audiences. In. addmon the Canadian Radio-Television Com-
mission has in the past sought to require Canadian cable television systems that carry the signals of
United States stations to delete the commercials of those stations and substitite either publlc service

announcements or commercials supplied and sold by Canadian television stations. The Canadian Radio-

—~Television Commission has agreed to a delay in the “further implementation” of this proposal for purposes
; Ty ! further study, but it has not taken any steps to withdraw previously. issued authority to certain cable

!

-,

Ty

7vstems to engage in such deletions.
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The Company is a party to lawsuits in the Canadian courls against a Toronto cable company which

‘has engaged in deletion of some commercials on the channels of the Company’s Buffalo station,

WKBW-TV, and two other Buffalo stations. These cable. company lawsuits remain pending.

The United States;Special Trade Representative has found that the Canadian tax legislation creates
an unreasonable burden on the international commerce of the United States. Upon recommendation of
the Special Trade Representative, the prior Administration proposed that the United States retaliate by
adopting comparable legislation affecting Canadian television stations that sell time to United States
advertjsers.. The current Admmlstratuu’has not yet taken a position with respect to this matter,

Over the past severa! years there have, in fact, been a number of efforts by responsible United
States authorities to institute negotiations with Canada on the border television question in the context
of multilateral trade negotiations, bilateral tax treaty negotiations and othemnse None of these efforts

has resulted in any expression Uf willingness to negotiate by the Canadiar’ govemment
f/

The Company cannot predict the outcome of any of the described proceedings or efforts. Station
WKBW-TV has derived substantial revenues in the past from thie sale of time to Canadian arijvertlsers,
and the Canadian policies described above have been explicitly designed to reduce—and have rednced—
those revenues.

Cable Telavision

During 1980, the Company acquired franchises to construct and operate cable television systems in
suburban Indianapolis, Indiana, suburban Detroit, Michigan, suburban Akron, Ohio, certain areas in
Washtenaw County, Michigan, communities located near Corpus Christi, Texas, suburban Chicago,
Illinois and Sandoval County, a suburb of Albuquerque, New Mexico, which franchise areas iogether
contain an aggregate of 100,000 homes, of which about half would be expected to bécome subscribers.
The Company is constructing the systems and -expects them to be substantially completed by late. 1981.

A cable television system receives, amplifies and distributes to its subscribers television signals
originating from local or distant television broadcasting stations, The signal may be received off-the-air
by use of high antennas, by microwave relay or earth stations receiving satellite transmissions. The
system may also distribute live, automated or other programs originated by the system or originated by
other than a broadcasting station. The latter form of programming, for Wthh a separate Pharge is- made,
is popularly caIIed pay cable” or “pay TV”. ,

. /

Cable televnswn systems operate in a highly competitive environment. They 2 smpete with the direct
reception of broadcast television signals by the viewer’s own antenna, The exicnt of such competition
depends upon the quality and quantity of the broadcast signals being received by direct antenna reception
as compared to the services rendered by such system. The systems also compete with translator stations
and in varymg degrces with other communication and entertainment media.

The Company is generally sub_]ect to the requirements of state and local governmental law and the
interpretation thereof in the granting of a franchise and the operation. of its systems. The franchises
granted by local governmental authorities are typicaily nonexclusive and generally contain various condi-
tions and limitations relating to' payment of feés to the local authority, determined generally as a per-
centage of revenues, limitations on installation and/or service charges, conditions of service, technijcal

‘performance and various types of restrictions on transferability. Failure to comply with such conditidns

and limitations may give rise to rights of termination by the local governmental authority.

The cable television industry is subject to extensive regulation by the FCC, although the FCC has
recently adopted proposals which eliminate many of its rezulations concerning cable television. Existing
FCC regulations contain detailed provisions concerning, r}:mong other things, television broadcast signals
that- may have to be carried by the cable system, carrliage of distant additional 51gnals exclusivity of

1l
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netwdfk and non-network programs, black-out of certain sporting cvenis, technical standards, perfor-
-mance testing requirements, limitation on franchise fees (but not on service rates which are usually
determined under local franchises), cross ownership of cable television systems and television broadcast
stations and comprehensive annual reporting requirements. The FCC also has the authority, with certain
limits, to regulate the rates charged by telephone and utility companies for the rental of poles uséd by
cable television companies to attach their cable distribution network; however, the FCC's authority in this
area may be preempted by any state which certifies to the FCC'that it has the statutory authority to do so.

In September 1980, the FCC issucd a decision rescinding regulations that limited the number of
distant signals a cable system could carry and that required a cable system to blackout certain non- _
network programs from distant stations when a local station was licensed to televise the program. g
Broadcasters opposing the FCC’s action have sought judicial review thereof and the United States Court
of Appeals for the Second Circuit has issued a stay of the FCC's decision. The regulations remain in
effect pending a Court detcrm:muon of the matter.

The FCC'is consxdcnng--proposals to remove the FCC limitation on the franchise fees which can be

. imposed by franchising authorities and to remove the FCC regulations which prohibit local authorities

" _._from regulating service rates for premium cable service. The removal of either such lamltatlon could
~-~adversely afect the Company’s cable television business.

“The FCC is constantly reviewing its rules, regulations and policies concerning the cable television
industry. In addition, the Senate and House Communications Subcommittees are considering legislation

that would alsn affect the industry. Any of such proposed laws, rules, regulations or policies could have
a material adverse affect on the cable industry.

Recent Developmems

"On November 13, 1980, the ‘Company;/signed an agreement with Cablecom-General, Inc. and
RKO-General, Inc. pursuant to which the Company intends to acquire all of the equity securities of
Cablecom for an aggregate price of approxunziitely $139,200,000. The completion of the transaction is

" subject to the receipt of certain governmental// regulatory and other required aoprovals

The following information concerning Ce blecom has been dérived from its Annual Report on Form
10-K for the year ended November 30, 1980. S _ 5‘}
Cablecom is engaged, dlrectly or through its mvestments m joint ventures and affiliated corporations,
in the operation of 43-cable television systems in 12 states. As of November 30, 1980, Cablecom’s cable
television systems had approximately 250,000 basic and 99,000 pay subscribers. In addition, Cablecom
is engaged in the businesses of operating motion picture theatres {including related food concessions),

The following table sets forth certain information for each mdustry segment. of Cablecom for each
of the years ended November 30, 1980 and 1979.

1980 1979
Revenues: ' '
Cable television ... cnneeesenrns $30,906,130  $22,651,577 4
Theatre ity 11,658,843 10,939,628 6
Incomé ‘befére “interest expense, unallo- : : '
gable ltems, mf'ome taxes and extraor- *
ey
Cable televns:on ............... $10,710,736  $ 7,596,047
Theatre ................ ceeees 1,208,441 1,139,014

For the year ended November 30, 1980, Cablecom had total revenues and net income of $46,826,035
and $6,314,500, respectively. As at November 30, 1980, Cablecom had total assets of $71,386, 530 and
stockholders equity of 337,661,529,

i
I :
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Item 2. Properties.

The Company currently occupics executive offices at 485 Madison Avenue in New York City. It
plans to move during 1981 to new quarters in New York City at 24 East 5Ist Street under a lease
expiring in 2011. The principal executive and editorial offices of Fairchild are located in New York City
and are owned by the Company. All of Fairchild’s offices in other cities are leased. The editorial offices
of the International Medical News Group are located in Rockville, Maryland and are also owned by the
Company. All of the premises occupied by the newspapers are owned by the Company.

The Company owns all. of its broadcast transmitter sites except those of WBAP-AM, KSCS-FM,
WPAT-FM, WIR-FM, WROW-FM, and KZLA-FM, which are occupied under leases expiring at various
dates through 2019. All broadcast studios and offices are owned except those in Albany, Fort Worth,
Detroit, New Haven and Buffalo (WKBW-AM), which are occupied under leases expiring at various
dates through 1993,

Item 3. Legal Proceedings.

The following constitute pending legal proceedings, other than ordinary routine litigation incidental
to the business, to which the Company or any of its subsidiaries is a party or of which any of their prop- <
erty is the subject. Based on evaluation of the facts which have been ascertained, and the opinions of
counsel handling the defense of these matters, management does not believe the outcome of such legal’

proceedings will, in the aggregate, have a material adverse effect on the financial statements of the
Company.

On or about January 13, 1975, an action was commenced against The Kansas City Star Company
(the “Star”) in the United States District Court for the Western District of Missouri by Gweldon L.

- Paschali on behalf of himself and*other independent contract newspaper carriers, The Star was acquired

by the Company in February 1977. The action seeks declaration that each carrier has'a property right in
his respective contract for distribution of the newspapers. On November 10, 1978, the Court issued a
preliminary injunction against a proposed conversion of independent distributorships into agencies as-a
possible violation of the Sherman Act and ordered that a trial be held to determine whether the prelimi-
nary injunction should be made permanent. A trial, limited to the issue of whether the preliminary
injunction should be made final or dissolved, was recently completed with the decision under advisement
to be handed down at a later date. The Star’s motion for summary judgment on the claim of damages
was granted by the Court.

On or about March 1, 1979, an action was commenced against the Star in the United States District
Court for the Western District of Missouri, Western Division, by John J. Mixer and four additional parties
plaintiff, alleging violations of the Clayton and Sherman Antitrust Acts. Plaintiffs claim to represent a
class of approximately 300 carriers. The charge is that the Star, which had previously collated and
inserted the various sections of the paper into a single unit for distribution to the plaintiffs, threatened
to cast the burdén of so doing on the plaintiffs. The plaintiffs are contract newspaper carriers. Plaintiffs -
seek an injunction and treble damages. ' A

On or about April 23, 1979, an action was instituted by William G. Strub, et al. against the Star and
the Company in the United States District Court for the Western District of Missouri, Western Division,
in an antitrust suit brought by 7 former independent contract carriers and by 2 representatives of the
estates of 2 deceased individuals who were formerly independent contract carriers, claiming violation of
the Sherman Act. Plaintiffs seek treble damages. Request has been made to have the case handled as a
class action, The case awaits the outcome of the decision of the Court in the Paschzll case.

On or about October 4, 1978, an action was instituted in the United States District Court for the
Western District of Missouri by Leo E. Flaherty against the Star claiming damages for $150,000 arising
from his purchase of a carrier contract and punitive damages of $2,000,000. The comiplaint in that action
was amended. to make the Company a party defendant. o

On or about May 25, 1979, an action was instituted in the United States District Court for the
Western District of Missouri, Western Division, by Paul Dean Feagans and two other former independ-
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ent contract carriers whose complaint and prayers for relief are identical to those in William G. Strub,
et al, against the Star. All activitics in the case have been stayed pending resolution of the Paschall cese.

On or about September 20, 1978, an action was instituted in the Circuit Court of Jackson County,
Missouri by Robert S. Miskimen on behalf of himsélf and approximately 267 other parties plaintiff,
against the Company and the Star. Plaintiffs as carrier’ distributors of the Star’s newspapers are seeking
an injunction restraining defendants from refusing to sell newspapers to the plaintiffs for distribution
to home delivery subscribers, for a declaratory judgment relating to plaintiffs’ property interests in their
respective territories and. for aggregate compensatory damages of $100,000,000. Additionally, each
of the plaintiffs is asking for punitive damages of $100,000,000.

+ There are also eight other actions pending in various Missouri state courts seeking damages against
the Star arising from alleged interference with plaintiff's property rights and contractual relationships
with newspaper carriers, which in the aggregate are not material.

Item 4. Security Ownership of Certain Beneficial Owners and Management.

Incorporated herein by reference to page 2 of the Company’s definitive: Proxy Statement for the
annual meeting of shareholders on May 6, 1981,

Executive Officers of the Company
Director Officer

Name Age since since Title
Thomas $. Murphy ........ 55 - 1957 1958 Chairman of the Board of Directors
- - and Chief Executive Officer
Daniel B, Burke ........... 52 1967 1962 ‘President, Director and Chief Operat-
. : _ ing Oﬂicer
Joseph P. Dougherty ....... 56 1967 1959 Exccutive Vice President, President of
. - Broadcasting Division and Director
John B, Fairchild ......... 54 - 1968 1968 Executive Vice President, Chairman of

the Board of Fairchild Publications
and Director

JohnB.Sias .............. 54 19.77 1975 - Executive Vice President, President of

_ Pubhshmg Division and Dlrector
William R. James ......,.. 47 1969 Senior 'Vice President and Presldent of
: Cable Television Division
Robert K. King,....... . ) 1962 Senior Vice President
Andrew E. Jackson ........ 46 1971 Vice President '
John E, Shuff,Jr. ......... . 40 1977 Vice President
Ronald J. Doerfler ....... .. 39 1977 Vice President and Chlef Fmanclal
‘ Officer
Gerald Dickler ............ 68 1954 1954 Secretary and Director .
Robert W, Gelles ......... 57 1963 Treasurer, Controller and Assistant
Secretary ' : '

All officers have been actively associated with the Company for more than five years and for all
except Mr. Dickler such association has been their pnnc:pal occupation, Mr. Dickler has concurrently
been actlvely engaged in the practice of law as a partner in the law firm of Hall, Dickler, Lawler, Kent &
Howley, general counsel for the Company. There is no relationship by blood, matrriage, or adoption, not
more remote’ than first cousin, among them. All officers hold office at the pleasure of the Board of

_Directors. .
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" Hom 6. Selected Financial Data.

PART 1l

ltem 5. Market for the Registrant’'s Common Stock and Related Security Holder Matters.

The information called for by this item is included on page 38 of the 1980 Annual Report to Share-
holders and is incorporated herein by reference.

S

The information called for by this item is included on page 24 of the 1980 Annual Report to Share~
holders and is mcorporated hérein by reference. .

liem 7. Management’s Discussion and Analysis of Financial Condition and Resuits of
Operations,

The information. called for by this item is included on pags 25 of the 1930 Annual Report to Share-

“holders and is incorporated herein by reference.

-ltem 8. Financial Statements and Supplamemary Date.

The information called for by this item is included on pages 28-38 of the 1980 Annuai Report to
Sharehelders and is incorporated herein by reference. -

3
PART III

‘ltem 9. Directors and Execuuve Officers of the Registrant.

Incorporated herein by reference to pages 1 and 2 of the Company’s definitive proxy statement for
the annual meeting of shareholders on May 6, 1981. Information concerning the executive officers is

included in Part I, on page K-14

Item 10. Management Hamuneration and Transactions;

Incorporated herein by reference to pages 3 through 7 of the Company’s definitive proxy statement
for the annual meeting of sharenolders on May 6, 1981.

PART IV

Item 11. Exhibits, Financ:al Statement Schedules and Reports on Form 8-K.
(a) 1 Financial statements and financial statément schedules

The financial statements and schedules listed in the accompanymg index to ﬁnanc:al state-
ments are filed as part of this annual report.

' 2 Exhibits

The exhibits listed on the accompanying index to exhibits are filed as part of this a:mual
- report.

(b) Reports on Form 8-K.

The Company filed a report on Form 8-K dated November 13, 1980, reporting the sxgmng of
- a. definitive agreement. by the’ Company, RKO General, Inc. and Cablecom-Gencra] Inc.
'whereby the Company will acquire Cablecom-General, Inc ' :
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CAPITAL CITIES COMMUNICATIONS, INC.
AND SUBSIDIARIES /‘f

INDEX TO CONSOLIDATED FINANCIAL STATEME NTS
AND FINANCIAL STATEMENT SCHEDULES
COVERED BY REPORT OF CERTIFIED PUBLIC ACCOUNTANTS -

(item 11(a)1.)
Refersnco
Annual Report
to

' - Shareholders Form 19-K
Corisolidated balance sheet at December 31, 1980 and 1979 : 30
For the years ended December 31, 1980, 1979 and 1978:
' Consolidated statement of income .. 28
‘Consolidated statement of changes in financial posmon : : 29
Consolidated statement of stockholders’ equity . . _ e ' 32
Notes to consolidated financial statements Y 33
Financial statement schedules for the years ended December _3 1980, 1979
and 1978: : '
V—Property, plant and equipment ’ K-17,

VI-—Accumulated depreciation and amortrzahon of property, plant
and equipment . . K-18

. VIII-~Valuation and qualifying accounts . .. - - K-18

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

Financial statements and schedules of Capital Cities Communications, Inc. (not consolidated) are
omitted since the Company is primarily an’ operating coripany, and subsidiaries included in the. consoli-
dated financial statements in the aggregate, do not have minority interests and 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 consolidated balance sheet..

* * » . L # o *
The consolidated financial statements of Capital Cities Communications, Inc., listed in the above
index which are included in the Annual Report to Shareholders for the year ended-December 31, 1980,

are hereby incorporated by reference. With the exception of the«'fems referred to in Items 1, 5, 6 and 7,
the 1980 Annual Report to Shareholders is not to be deemed filed as® part of this report.

e

~CONSENT OF CERTIFIED PUBLIC ACCOUNTANTS S
‘We consent to the ;incorporation by reference in this Annual Report on Form 10-K of Capltal Cities
Communications, Inc. for the year ended December 31, 1980 of our report dated February 18, 1981
included in the 1980 Annual Report to Shareholders of Capltal Citjes Communications, Inc.

- We also consent to the addition of the financial statement schedules listed in the accompanymg
index to financial statements and financial statement schedules to the ﬁnancxal statements covered by
our report dated February 18, 1981 incorporated.herein by reference. '

‘We also consent to the incorporation by reference in the Registration Statements Form S-8
~ No. 2-58945 for the. regnstratlon of 630,067 shares and Form §-8 No. 2-59014 for the registration of
287,195 shares of its common stock and in the related Prospectusés of our report dated February 18,
1981 with respect to the financial statements and schedules of Capltal Cities Communications, Inc.
mcorporated by reference in this Annual Report on Form 10K for the year ended December 31, 1980.

_ ARTHUR YOUNG & COMPANY
New York, New York

February 18, 1981 S Cuvu-y
| K-16




CAPITAL CITIES COMMUNICATIONS. INC. AND SUBSIDIARIES

Index to Exhibits (Iletﬁ i{a)2.) 5

==

(3) Atrticles of i incorporation as amended through May 12, 1980 and by-laws as amended through
!March 9, 1981, :

- 0 i

(11) Computation of per share earnings is included on page 24 of the 1980 Annual Repoit to
Shareholders and is incorporated herein by reference.

ﬁ\\“ ' (13) The Comipany’s 1980 Annual Report to Shareholders. (This report except for the portions
& ‘thereof ‘which are incorporated by reference in this;Form 10-K, is furnished for the information of the
Securities and Exchange Commission and is not to be deemed “filed” as part of this. Form 10-K.)

(22) Submdmgg& of the Company.

ReTK

SOHEDULE V—PROPERTY, PLANT AND EQUIPMENT

(Thousands of Dollars) __Additlons at cost: _ Other
Balince at  Publishing ' Retire-  changes— Baiance.
beginting companies mant reclassifi- atclose
: -of perlod acquired Other or sales cation of perlod
Year ended December 31,71580: _ _ _
‘Land and improvements ....... $ 12,652 $. 709 $ 1,091 5 — $ 14,452
Buildings and improvement ..,. 43,478 1,555 1,542 (103) 46,472
Broadcasting equipment ....... 35,962 —_ . 5,186 (991) 40,157
Printing machinery and : _ v ' :
equUIpmMent ....iveiiiiveanas 53,794 4,203 4,014 (1,164) _ 60,847 -
Other ......... airee Veveanens | 12,057 © 489 11,778 (542) 23,782 L
 $157,943 $6,956 '$23,611 $(2,800) $185,710
Year ended Decembér 31, 1979:. |
Land and improvements ....... $ 12,554 $ 128 $ (30 $ 12,652
Buildings and improvement .... 41,912 2,195 (629) 43,478
‘ Broadcasting equipment........ 29,846 i 6,842 - (726) - ) 3¢ ,962 :
Printing machinery and _ ' : }
equipment ,,......0.. wretere 46,871 8,15¢ {1,236) 53 794
Other .. .viiiivecivnrrinanane 11,360 _ 854 (157 . _ 52,057
_ $142,543 - $18,178 - $(2,778) _ = -“:.157,943_
. Year ended December 31, 1978: - \\\\ o - ' _ _
~ Land and improvements ....... $ 12,024 ° $ 171 $ 913 $ (554) $ — $ 12,554
: Buildings and improvement .... 35901 998 ‘5,770 (757) —_— © 41,912
& Broadcasting equipment ....... 27,139 — 3,776. (1,069) - 29,846
s Printing machinery and ' : : c :
equipment ... .civrunians e 40,841 2,084 3,058 (112). 1,000 46,871
" Other ...... tresiesressones 9,819 102 2,797 (358) (1,000) 11,360
' N : “$125,724 - - $3,355 -$16,314 L $(2,850) . - $l42 543

Deprec:atlon is, .generally provnded on a stralght-]me basis over their estimated useful Iwes, build-
ings and mprovements—-—-lO to 50 years; broadcasting equipment—4 to 8 years' prmtmg machinery and
equipment—35 to 10 years, cable telev:s:on plant—IO years.

it
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CAPITAL CITIES COMMUNICATIONS, INC. AND SUBSIDIARIES

SCHEDULE VIi—ACCUMULATED NEPRECIATION AND AMORTIZATION OF PROPERTY, PLANT AND EQUIPMENT

{Thousands of Dollars) _ _ Other
Balance at  Publishing _ Retlre- ' changes— Balance
- beginning company Charged mants - reclassifi- at closé
of period acquired  to kicome or sales catlon of period

Year ended December 31, 1980: i

$ 54 $7 $ 497

Land and improvements ....... $ 443 . .
Buildings and improvement .,.. 17,501 LSS . (86) ~ 19,100
Broadcasting equipment .....,. 21,454 3420 (910). IR 23,964
Printing machinery and S _
equipment :... cieesreaeiien © 31,224 5,056 (520) o 35,360
Other. .......... R 5,622 1,342 (393) o 6,571
- $ 76,334 $11,467 $(2,309) $ 85,492
Year ended December 31, 1979: o :
Land and improvements ....... $ 399 B $ 44 s — .8 4
Buildings and improvement .... 15,998 1,811 (218) ) 17,591
Broadcasting equipment ....... 19,148 2,891 (585) 21,454
Printing machinery and A . :
equipment ......ovurueiienn. T 27,786 427 (833) 31,224
Other .i........ e feerens 4,903 _ 977 (258) 5,622
'$ 68,234 '$ 9,994 $(1,894) 3 § 76,334
e — ] —_—
_Year ended December 31, 1978: . o
Land and improvements ....... $ 362 $— % 3 $ (@ $ — $ 399
Buildings and improveme;i' ni - 1,554 (393). — - 15,998
Broadcasting eq_uipment‘i; —_— 2,680 (988) —_ ¢ 19,148
Printing machinery and ) o . : | ’
equipment ... Lo t;j,r _22=,.072 . 1,462 4,362 (198) ) 88 27,786
Other ....... Weearsersivaaes St 4,368 ' ‘58 © 850 (285) - (88) - 4,903
$ 58,384 $2,231 $ 9,485 $(1,866) $ — $ 68,234,
o N _ . . = . T
di
0
SCHEDULE VIl—VALUATION AND QUALIFYING ACCOUNTS
{Thousands of Doilars) . Balance at Deductions  Balance
B o . beginning Charged from at close

of perlod to incomia reserves{A)  of period.

i

‘Deducted from accounts and notés receivable:

Year Ended December 31, 1980 .......... * $3,282 $3,929 \i $(3,312) $3,899
Year Ended December 31, 1979 ..........  $2,429  $3,150 “-$(2,297) $3.282
Year Ended December 31, 1978 .......... $2,355 ©  $2,064  $(1,990)  $2,429

] b

(A) Accounts written-off, net.
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Punuanl to_ the requlremenh of SQetIon 13 or 15(d) of the Securities Exchangs Act of

‘1934 ‘the reglstrant has duly caused this Annual Report tc be signed on Hs be:mrby the

undenlgnod, thareunlo duly authorizod
: /

CAPITAL CITIES COMMUNICATIONS INC.
© . (Registrent)

Gcnldnleldcrm

; L . March" 1981
o . . . 4,',1'

Purauant 1c: the requlramanh of tho Sacurlllu Exchango Act of 1934. th's report has

- been signed below by’ the following persons. on behalf of the. reglstranl aind In the capacities
and on tho dam indicated:
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i
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March §, 1981
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 Maren 9, 1961
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S | RESTATED CERTIFICATE OF INCOBPOBATION
R . oFTTT

S ~ CAPITAL CITIES, BROADCASTING CORPORATION = L7

i ' : (Um’cr Section 8070ftheBumess Corporation Law) FJM \{//é/éf

&
K

1 The pame of the Cbrpﬁration is CaprraL Crrres Broapcasteig CORPORATION,

“2. ‘The nature of the busmess, or objects or purposes to be transacted, promoted or carned on
shall be:

To engage in the business of broadcastmg by means of radio and telev:smn, and any or all
other means of wireless communication including facsimile, and both amplitude and frequency
modulation; to own and operate a radio and/or televisiont station or stations; to employ, engage,
train, present, or otherwise utilize, artists, performers, singers, speakers, lecturers, musicians, actrrs,

. specialty performers, entertainers, experts, technicians, or such other talent and assistants as may
be necessary, useful or advantageous in the cn"'idct of any business of this corperation; upon its
“own behalf or upon behalf of others, to arrange, present, produce and to broadcast through its own
radio and/or television station or stations and/or through other radio and/or television stations, or
by or through or as a part of a chain of radio and/or television stations, programs of entertainments,
amusement, education, or otherwise, and to make any and all contracts or arrangements and to
provide all facilities necessary, usefl.u or advantageons in the operation of a radio and/or television
station or stations.

To manufacture construct, purchase, sell, lease, mstall own, operate, repair, maintain and
otherwise deal in and deal with radio broadcastmg apparatus, television, transmitting or receiving
apparatus, and equipment, sets, accessories, parts, and instruments of all kinds and descripiions, and
any and all things used or capable of being used in connection with radio transmission, broadcast-
ing, recéption and communication of any kind or description.

To manufacture, design, lay out, construct, develop, improve, instail, own, operate, repair,
maintain and otherwise deal in and with, radio broadcasting apparatus and equipment, television
. transmitting or receiving apparatus broadcasting stations, sound producing or reproducing gppa- -
ratij; transmitting and receiving apparatus of all kinds, for the transmission or reception of signals,
smd, intelligence, images, or energy, either by radio, wireless, wired wireless, wire, telephone,
telegraph or by any other method or combination of methods not known or hereafter discovered.

. To print, publish, buy, sell, deal in and deal with, trade papers, journals, magazines, directories
and any and all publications and papers of whatsoever nature; to carry on the business of publishers
-and to prepare, edit, print, buy, publish and sell, or otherwise distribute news and trade papers,
news-ideas services, journals. magazines, books, directories, pamphlets, circulars and other prmted
. matter in any forin whatsoever; to conduct a general advertising business, both as principal and
. agent, including the preparation and arrangement of advertising and the manufacture: aZi construe-
tion of advertising devices and novelties; to carry on the b siness of mews gatliering and
distribution. !

- To carry on the business of manufacturirig and selling magazines, newspapers, journals, peri-
odicals, books, lists, pamphlets, maps, reports and documents of every kind, nature and description;
to make contracts-with authors, publishers, individuals, corporations, or firins that may do business
with the corporation; to contract for printing, reprinting, stereotyping, paper binding or for any- -
thing entering into the manufacture of magazines, newspapers, journals, periodicals, books, lists,
o pamphlets, maps, reports znd documents; to purchase and own, buy, sell, deal in and deal with
i stereotype plates, books and sheets, bound or in course %f manufacture, and to purchase the right

: —— hh--. - o .A. ,_,“ *
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to print, and issue magazines, newspapers, journals, penod:cals books lists, pamphlets, mays,
reports and documents, and to dispose of the same as well as all £ rights acquired by such purchu.ﬂ
57 or purchases, and to have the right to lease any such rights on such terms as may be agreed upon,
" or to employ agents, firms or corporations to sell all such publications manufactured or acquired by
the corporation, and to make any contracts or leases carrying out the intention of the corporation
and to have all the rights, powers, privileges and franchises necessary for the can-ymg out of the
above.

To mu'ry on all or any part of the business of printers, stationers, lithographers, type—fou.nders,
stereotypers; electrotypers, photographic printers, photo-lithograhers, chromo-lithograpkers, en-
gravers, die sinkers, bookbinders, designers, tradesmen, paper and ink manufacturers, book sellers,
- and ‘dealers in or manufacturers of similar or analogous articles or things. ‘

To manufacture, purchase or otherwise acquire, own, mortgage, pledge, sell ass:gn and
transfer, or otherwise dispose of, to invest, trade, deal in and deal with goods, wares and mer-
chandise and personal property of every class and description.

To acquire, and pay for in cash, stock or bonds of this corporation or otherv ise, the good will,
rights, asse’s, and property, and to undertake or assume the whole or any part of the obligations
or liabilities of any person, firm, association or corporation, provided the business is of a kind
herein stated. ,

: To acquire, hold, use, sell, assign, lease, grant licenses in respect of, mortgage or otherwise
P dispose of letters patent of the United States or any foreign country, patent rights, licenses and
privileges, inventions, improvements and processes, copyrights, trade-marks and trade names,
relating to or useful in connection with any business of this corporation.

To guarantee, purchase, hold, sell, assign, transfer, mortgage, pledge or. otherw:se dispose
of shares of capital stock of, or any bonds, securities or evidence of indebtedaess created by any
other corporation or corporations organized under the Taws of this state or any other state, country,
nation or government, and while the owner thereof to exercise all the rights, powlars and pnvﬂeges h
of ownership, including the right to vote thereon. :

To enter into, make and perform contracts of every kind and description with any person, firm,
association, corporation, municipality, country, state, body politic or government or colony or
dependency thereof, provided they are necessary and incidental to the business of the corporation.

To borrow or raise moneys for any of the purposes of the corporation and, from time to time,
without limit as to amount, to draw, make, accept, endorse, execute and issue premissory notes, B
drafts, bills of exchange, warrants, bonds, debentures and other negotiable or non-negotiable
instruments and evidences of indebtedness, and to secure the payment of any thereof and of the
interest thereon by mortgage upon or pledge, conveyance or assignment i trust of the whole
or any part of the property of the corporation, either at the time owned or thereafter acquired
and to sell, pledge or otherwise dispose of such bonds or other cbligations of the corporation for-
. . its corporate purposes.

To buy, séll or otherwise deal in notes, open accounts, and other similar evidences of debt,
-, or to loan money and take notes, open accounts, and other similar evidences of debt as collateral
k security therefor.

To ‘purchase, hold, sell and transfer the shares of its own capital stock; provided it shall not
use its funds or property for the purpose of its own shares of capital stock when such use would
cause any impairment of its capital except as otherwise permitted by law, and provided further
that shares of its own capital stock belonging to it shall not be voted upon directly or indirectly.

To_ have one or more offices, to carry on all or any of its operations and business and without
restrictions or limit as to amount to purchase or otherwise acquire, hold, own, mortgage, sell,
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conviy, _or otherwise dlspose of real and personal property of every class and description in any
of tne states, and in any and all foreign countries, s ~‘q]ect to the laws of such State, District,
an sritory, Colony or (Country. ’

In general, to carry on any. other busmess in connection with the foregoing, and te have and

excrcise all the powers conferred by the laws of New York upon corporations formed and existing

- under its"laws and to do any-and all of the things hereinbefore set forth to the same extent as
natural persons wmight or could do

The cbjects and purposes spemﬁed in the foregoing clauses shall, except where otherwise
specified, be in nowise limited or restricted by refereace to, or inference from, the terms of any
other clause in this certificate, but the objecis and purposes specified in each of the foregoing
clauses of this Article shall be regarded as independent objects and purposes.

-3 A Authorized Shares. The ar'e;regate number of shares which the Corporation shall have
the authority to issue is 6,200,000. 600 t} XY of said shares shall be of the par value of $1.00 each and
shall be designated $.50 Cumuiatwe Convertible Preferred Stock (hereinafter called the “Preferred
Stock™) and 5,800,000 of.saic Siiares shall be of the par value of $100 each and shall be designated
Common Stock.

B. 3.50 Cumulative Convertible Preferred Stock. Subject to the limitations provided by law

and to the provisions of this Article 3, the relative rights, preferences and Iumtahons of the shares
of the Preferred Stock are as follows:

‘\\

1. Dividends.- The holders of the Préferred Stock shall be entitled to receive, when and as
declared by the Board of Directors of the Corporatmn, cash dividends at the rate of $.50 per share
per annum, and o more, payable for each quarterly dnndend period ending on September. 30,
December 31, March 31 or Jine 30 in each year. Such dividends shall accrue and be cumdlative
with respect to shares issued on May 15, frrm such date and shall accrue and be cumulative
with respect to shares issued mbsequent to such date from the first day of the quarterly dividend
period next succeeding the rjuarterly dividend period in which such shares are issued. Dividends
on the Preferred Stock shall be paid in full for all prior dividend periods and shall be paid or
declared and set apart for paywient in full for the current dividend period before the payment of

.any dividends, other than the dividends payable in shares- -of the Common Stock, on the Common
" Stock or on any other class of stock ranking junior.to the Preferred Stock as to dividends. Accumula-

tions of dividends on the Preferred Stock shall not bear interest.

II. Redemption
(a) The Corporation, at the option of its Board of Du’ectors, ‘may on or at any time and

" . from time to time subsequent to May 15, 1975, redeem all or less than all of the shares of the

Preferred Stock then outstanding at 2 redemption price of $60 per share, together with the amount
of all dividends accrued and unpa.xd thiereon to the date fixed for redemption.

(b} In the case of the redemptmn of less than all of the shares at the’ time -outstanding, the
Corporation shall effect such redempticu pro rata or shall designate by lot in such mapner as the
Board of Directors shall determine, the shires to be redeemed.

(c) Notice of redemption shall be given by the Corporation by causing a notice thereof to be
mailed to the Transfer Agent for the Preferred Stock and by mailing a copy of such notice to each
holder of record (as of the date of mailing) of the shares to be redeemed or as of a record date fixed
for the determination of the holders entitled to such notice, addressed to such holder of such address
appearing on the books of the Corporation or given by him to the Corporation for the purpose of
notice; or, if no-siich address appears or is given, at the place where the principal office of the Corpo-
ration is located, not less than 30 or more than 90 days before the date fixed for redemption. Such




notice for redzmption shall set forth the date fired for redemption, the redemption price, the shares,
and the total number thereof, to be redeemed and the place (in the Borough of Manhattan, The City
of New York), at which the shareholders may obtain payment of the redemption price upon the
surrender of the certificates representing their shares. No failure to mail any such notice or any
defect therein shall affect the validity of the proceeding for such redemption except as to a holder
to whom the Corporation has failed to mail said notice or except as to holder whose notice was
defective.

{d) On or afier the date fixed for redemption and stated in such notice, each holder of shares
called for redemption shail, upon surrender of his certificate cr certificates representing such shares to
the Corporation at the place designated in such notice, be entitled to receive payment of the redemp-
tion price thereof. In case less than all of the shares represented by any such surrendered certificate or
certificates are redeemed, a new certificate shall be issued representing the unredeemed shares.

g ,

(e) If, on or prior to the date fixed for redemption of any shares, the Corporation shall deposit
with the hank or trust company organized under the laws of the United States or of the State of
New York, having an office in the Borough of Manhattan, The City of New York, and having capital,
surplus and undivided profits aggregating at least $5/000,000, as a trust fund, a2 sum sufficient to
redeem, on the date fixed for redemption thereof, the shares called for redemption, with irrevocable
instractions and authority to the bank or trust company to give the notice of redemption thereof, if
such notice shall not previously have been given by the Corporation, or to complete the giving of
such notice if theretofore commenced, and to pay, on and after the date fixed for redemption (or, at
the election of the Corporation, prior thereto) the redemption price of such shares to the respective
holders upon the surrender of their certificates representing such shares, then, (i) from and after the
date of such deposit (although prior to the date fixed for redemption), such shares shall be deemed
to be redeemed and dividends thereon shall cease to accrue after the date fixed for redemption, and
(ii) from and after the date of such deposit, such shares shall be deemed to be no longer outstanding
and the holders thereof shall cease to be shareholders with respect to such shares, and shall have no
rights with respect thinreto except the right to receive from the bank or triu:t company (or from the
Corporation) payment of the redemption price of such shares, without interest; upon the surrender
of the certificales representing such shares or the right (subject to paragraph IV of this Article 3)
to convert said shares into shares of ‘the Common Stock a2s provided in said paragraph IV. Any
mongys so deposited by the Corporation which shall not be required for such redemption becausa of
the exercise of such conversion right shall be repaid to ‘the Corporation forthwith. Any moneys so
deposited by the Corporation and unclaimed at the end of six years from the date ficed for redemption
shall, upon the request of the Corporation, be repaid to it, in which event, the persons entitled thereto
shall look only to the Corporation for payment thereof and may apply for and receive said moneys,
without interest, from the Corporation; provided, howev«zr, that if the Corporation shall, as required
or pemitted by law, pay to the Statc of New York any unclaumed moneys so Tepaid to the Corporation,
said persciis shall thereafter look only to the State of New York for the payment thereof.

{(f) Shares of the Preferred Stock so redeemed may be reissued as shall t be detem~med by the
Board of Directors of the Corporation. _ ‘

HI. Liquidation. In the event of any voluntary or involuntary liquidation, dlSSOIuhOn or
winding up of the Corporation, the holders of shares of the Preferred Stock shall be entitled to receive
from the assets of the Corporation the sum of $80 00 per share, together with the amount of all dividends
accrued and unpaid thereon to the date that payment js made available to such holders, before the
payment or declaration and setting apart for payment of any amount for, or the distribution of any
assets of the Corporation to, the holders of shares of the Common Stock or the holders of shares of any
other class of stock ranking junior to the Preferred Stock in connection with such liquidation, dissolution
or winding up.
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IV. Conversion.

(a) Subject to the provision for adjustment hereinafter in this paragraph IV set forth, each share
of the Preferred Stock shall be convertible at the option of the holder thereof upon surrender to the
Corporation, or to any Transfer Agent of the Corporation, of the certificate for the share or shares so
to be converted, into fully paid and non-assessable shares of Common Stock, at the rate of one share
of the Common Stock for each share of Preferred Stock so surrendered. Any shares so surrendered for
conversion shall be duly endorsed, or accompanied by proper instruments of transfer, to the Corpora-
_ tion or in blank, together with a written notice to the Corporation of the election to make such con-

{ version and of the name or names in which the certificate or certificates for shares of the Common

Stock shall be issued. The Corporation shall make no payment or adjustment on account of any
dividends accrued on the shares of the Preferred Stock surrendered for conversion, but all dividends
. accrued and unpaid on such shares up to the dividend date immediately preceding such surrender
for conversion shall constitute a debt of the Corporation, payable to the converting stockholder, and no
dividend shall be paid upon or set apart for stock of any other class until such debt has been fully
paid or sufficient funds set apart for the payment thereof. The right to convert shares of the Preferred
Stock called for redemption shall terminate at the close of business on the date fixed for such redemp-
tion or at the close of business on such earlier day, not earlier than the 5th day prior to the date
fixed for such redemption, as shall be determined by the Board of Directors of the Corporation. The
Corporation shall pay all taxes and other charges in respect of the issue of shares of the Common Stock
upon any such conversion; provided, however, that the Corporation shall not be required to pay any tax
which may be payable in respect of any transfer involved in the issue and delivery of shares of the
. Common Stock in a name other than that in which the shares of the Preferred. Stock so converted were
q registered.

I (b) The number of shares of the Common Stock and the number into which_ each share of the
Preferred Stock is convertible shall be subject to adjustment from time to time as follows:

(1) Whenever the Corporation shall (i) take a record of the holders of the Common Stock
for the purpose of determining the holders entitled to receive a dividend declared payable in
steck of the Corporation, (ii) subdivide the outstanding shares of the Common Stock, (iii)
combine the outstanding shares of the Common Stock into a smaller number of shares, or (iv)
issuz; by reclassification of the Common Stock, any shares of stock of the Corporation, the con-
version ratio shall be adjusted so that the holder of each share of the Preferred Stock shall there-
after be entitled to receive upon the conversion of such share the number of shares of stock of the
Corporation which he would own or be entitled to receive after the happening of any of the
events described above had such share been converted immediately, prior to the happening of
such event.

(2) Whenever the Corporation shall take a record of the holders of the Common Stock for
the pu:pose of determining the holders entitled to subscribe for or purchase shares of the Commori
Stock at a price per share less than the current market price, the conversion ratio shall be adjusted
so that the number of shares of the Common. Stock into which each share of the Preferred Stock
shall thereafter be convertible shall be determined by multiplying the number of shares of the
Common Stock into which such share of the Preferred Stock was theretofors anvertible by a
fraction of whxoh the ntimerator shall be the number of shares of the Commen Stock outstanding
, immediately prior t6 the taking of such record plus the number of additional shares of the Common
. Stock offered for subscription or purcliase and of which the denominator shall be the number of
shares of the Common Stock outstanding immediately prior to the taking of such record plus the
! number of shares which the aggregate offering price (without deduction of any expenses,
including commissions or dlscounts) of the total number of shares so offered would purchase at
the current market price.

(3) Whenever the Corporation shall take a record of the holders of the Common Stock for
the purpose of determining the holders entitled to receive any distribution of evidences of its in-
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debtedness or assets, other than any distribution of cash, or rights to subscribe for or purchase
“any-evidences of the Corporation’s indebteduess or assets, other than rights referred to in sub-
division (2) of this sub-paragraph (b}, the conversion ratio shall be adjusted so that the number
of shares of the Common Stock into which each share of the Preferred Stock shall thereafter be
convertible shall be determined. by multiplying the number of shares of the Common Stock into
which such share of the Prererred Stock was theretofore convertible by a fraction of which the
numerator shall be the curiént market price per share of the Common Stock and of which the
* denominator shall be the current market price per share of the Common Stock less the fair value
_ on the date said record is taken (as determined by the Board of Directors of the Corporation .
B and as described in a statement filed with each Transfer Agent) of the portion of the assets or
' evidences of indebtedness so distributed or of such subscnphon or purchase rights apphcable
to one share of the Common Stock.

The certificate of any mdependent firm of public accountants of recogm’zed standing selected
by the Board of Directors of the Corporation shall be presumptive evidence of the correctness
of any computation made under this sub-paragraph (b).

(¢) For the purposes of any computation under sub-paragraph (b) of this paragraph IV, the
current market price per share of the Common Stock at any date shall'be deemed to be the average
of the daily closing prices for the 14 consecutive business days commencing 30 business days before
the day in question, and the closing price for each day shall be the last sales price or, in case no sale

 takes place on such day, the average of the closing bid and asked prices, in either case as officially
quoted by the New York Stock Exchange, or, if the Common Stock should not then be listed or
admitted to trading on such Exchange, the average of the closing bid and asked prices as furnished by
any New York Stock Exchange firm selected from time to tine by the Board of Directors of the Corpo-
.ratxon for the purpose.

(d) Anything in the provisions of sub-divisions (2) and (3) of sub-paragraph (b) of this para-
graph IV and of sub-paragraph () of this paragraph IV to the contrary notwithstanding, no adjustment
in the number of shares of the Common Stock into which each share of the Preferred Stock is con-
vertible shall be required under such provisions unless such adjustment would require an increase
or decrease in the conversion ratio of at least.1%; pro\uded, however, that any ad]usiments which
by reason of this sub-paragraph (d) are not required to be made shall be carried forward and taken
into account i any subsequent adjustment. If the Corporation shall take a record of the holders of o
the Common Stock for the purpose of determining the holders entitled to receive any dividend, sub-
scription, purchase or distribution rights and shall, thereafter and before the delivery to shareholders
of any such dividend, subscription, purchase or distribution rights, legally rescind the authorization or
abandon its plan to pay or deliver such dividend, subscription, purchase or distribution rights, then -
no adjustment in the number of shares of the Commen Stock or of other stock of the Corporation into =
‘which each share of the Preferred Stock is conver'able shall be required by reason of the taking
of such record. In the event such subscription, pur: vhase or distribution rights are not exermsed then
no such adjustmeiit shall be required by the issuance thereof. r \

(e) Whenever any adjustment is required in respect of the shares of the Common Stock into
» which each share of the Preferred Stack is convertible, the Corporation shall forthwith (i) fle with
each Transfer-Agent a statement describing in reasonable detail the adjustment and the method of
calculation used, and certified by an independent firm of public accountants of recognized standing
& selected by the Board of Directors of the Corporation and (ii) cause a copy of such notice to be
mailed to the holders of record of the Preferred Stock at the close of business on the day preceding
the effective date of such adjustment.

(£) No fraction of shares of stock of any class of the Corporation at any time authorized shall
be issuable upon any conversion. of the Preferred Stock. In lien of any such fraction of a share; the
person entitled to an interest in respect of such fraction shall be entitled, as determined from time . _

6




to time by the Board of Directors of the Corporation, to either (i) a scrip certificate for a fraction of
a share, with such terms and conditions as the Board of Directors of the Corporation shall prescribe,
or (ii) the cash equivalent of such fraction based upon the market value thereof on the date of such
conversion, which for the purpose of this sub-paragraph (f) shall be the selling price of the last sale
of said stock on the last business day preceding the date of such conversion, or, in case no sale shall
take place on such day, the average of the closing bid and asked prices, in either case as officially
quoted by the New York Stock Exchange, or, if said stock should not then be listed or admitted to
trading on said Exchange, the average of the closing bid and asked prices as furnished by any New
York Stock Exchange firm selected from time to time by the Board of Directors of the Corporation
for the purpose.

{g) The number of shares of the Common Stock outstanding at any time shall, for the purposes
of sub-paragraph (b) of this paragraph 1V, include shares of the Common Stock issuable in respect
to outstanding serip certificates at the time still exchangeable for full shares of the Common Stock.

{h) The Corporation shall at all times reserve and keep available out of its authorized but
unissued stock of each class the full number of shares of such stock into which all shares of the Pre-
ferred Stock from time to time outstanding are convertible.

(i) Shares of the Preferred Stock surrendered for conversion may be reissued as shall be deter-
mined by the Board of Directors of the Corporation.

V. Veting.

{a) The holders of Shares of the Preferred Stock shall be entitled to vote on all matters at all
meetings of the shareholders of the Corporation and shall be entitled to one vote for each share of
the Preferred Stock entitled to vote at such meeting, and, except as provided in sub-paragraphs (b)
and (c) of this paragraph V, shall vote together with the holders of shares of the Common Stock and
the holders of shares of any other class of stock who are entitled to vote in such manner, and not as a
separate class; provided, however, thiit the b oclders of shares of the Preferred Stock shall not be
entitled to participate in the election ¢f any directors, other than as provided in sub-paragraph (b)
of this paragraph V, with the holders oi shares of any other class or classes of stock who are entitled
to vote,

(b } The holders of the shares of Prr'ierred Stock, voting as a class, shall, so long as 300,000 or
more of the shares of the Preferred Stock are outstanding, be entitled to elect two directors of the .
Corporation, and so long as less than 300,000 but 150,000 or more shares of the Preferred Stocl: are
outstanding, be entitled to elect one director of the Corporation. Futhermore, if and whenever accrued
dividends on the P:eferred Stock shall not have been paid or declared and set apart for payment in
an amount equivalent to six or more quarterly dividends on all of the shares of the Preferred Stock
at the time outstanding and if less than two members of the then existing Board of Directors of the
-Corporation were elected by the holders of the shares of Preferred Stock, the holders of shares of the
Preferred Stock, voting separately as a class, shall be entitled to elect one or two directors, which-
ever shall be necessary to provide two members of the Board of Directors of the Corporation which
have been elected by the holders of the shares of the Preferred Stock. Such director or directors shall
be in addition to the then existing Board of Directors of the Corporation. Such right of the holders
of shares of the Pieferred Stock who are entitled to vote in such manner to elect such director or
directors may-be exercised untilall dividends in default on the Preferred Stock shall have been paid or

“declared and set apart for payment in full; when said dividends shall have been so paid or declared
and set apart, the right of the holders of shares of the Preferred Stock who are entitled to vote in such
manner so to elect such director or directors shall terminate, subject to the same provisions for the
vesting of such voting rights in the event of any such future default or ‘defaults in the payment of
dividends. At any time after such voting rights shall so have vested in the holders of shares of the
Preferred Stock who are entitled to vote in such manner, the Secretary of the Corporation may, and
upoen the written request of the holders of record of not less than 10% of the outstanding shares of
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such Preferred Stock, addressed to him at the principal office of the Corporation, shall, call a special
meeting of the holders of shares of the Preferred Stock who are entitled to vote in such manner for
the election of the director or directors to be elected by them, to. be held within forty (40) days after
such call or after the delivery of such request and at the place and upon the notice provided in the
By-laws of the Corporation for the holding of meetings of stockholders, except that the Secretary of
the Corporation shall not be required to call such a special meeting if the request for such call is
received less than 90 days prior to the date fixed for the next annual meeting of shareholders. When-
ever the holders of shares of the Preferred Stock who are entitled to vote in such manner shall be
divested of such voting rights by reason of the payment or declaration and setting apart for payment
in full of the dividends then in default, the term of office of the director or directors so elected by the
holders of shares of the Preferred Stock shall forthwith terminate and the number of the directors
of the Corporation shall be reduced accordingly.

(¢) The Corporation shall not at any time, except with the affirmative vote of the holders
of at least two-thirds of the shares of the Preferred Stock at the time outstanding, (i) authorize
any class of stock ranking prior to the Preferred Stock either as to rights on liquidation or as
to dividends or (ii) amend the Certificate of Incorporatior: or the By-laws of the Corporation so as to
affect adversely the relative rights, preferences or limitations of the shares of the Preferred Stock. No
vote or consent shall be reguired in connection with the anthorization of, or the increase of the total

number of authorized shares of, any class of stock ranking pari passu with or lumrr to the Preferred
Stock as to rights on liquidation and as to dividends.

C. Common Stock,

1. Dividends. Subject to the preferential dividend rights applicable to shares of the Preferred
Stock, the holders of shares of the Common Stock shall be entitled to receive such dmdends as may
be declared by the Board of Directors.

1. Liquidation. 1n the event of any voluntary or involuntary liquidation, dissolution or winding
up of the Corporation, after distribution in full of the preferential amounts to be distributed to the
holders of shares of the Preferred Stock, the holders of shares of the Common Stock shall be entitled
to receive all of the remaining assets of the Corporation available for distribution to its sha.reholders
ratably in proportion to the number of shares of the Common Stock held by them.

IIl. Voting Rights. Except as otherwise provided in paragraph V of the part B of this Article 3,
the holders of shares of the Commoz Stock shall be entitled to vote on all matters at all meetings of
the shareholders of the Corporation, and shall be entitled to one vote for each share of the Common
Stock entitled to vote at such meeting, voting together with the holders of shares of the Preferred
Stock and the holders of shares of any other class of stock who are entitled to vote, and not as a
separate class.

D. Restrictions Upon Voting Rights of Aliens.

Any provisions herein to the contrary notwithstanding, except as otherwise prouded by law, not
more than twenty percent of the aggregate number of shares outstanding entitled to vote on any matter
shall at any time be voted by or for the account of aliens or their represeptatives, or by or for the
~ account of a foreign government or representative thereof, or by or for the account of any corporation
organized under the laws of a foreign country.

The Board of Directors shall make such rules and regulations as it shall deem necessary or appro-
priate to enforce the provisions of this paragraph D.

E. Transfer of Shares to Aliens. Except as otherwise providsd by law, not more than twenty
percent of the aggregate number of shares of stock outstarding shall at any time be owned of record

8




by or for the account of aliens or their representatives or by or for the account of a foreign government
or representative thereof, or by or for the account of any corporation organized under the laws of a
foreign country.

Shares of stock shall be transferable on thie books of the Corporation to aliens ang their representa-
tives, foreign governments and representatives thereof, and corporations organized under the laws of
foreign countries, or to-any persons holding for the account of aliens and their representatives, foreign
governments and representatives thereof, and corporations organized under the laws of foreign
countries, only, if, after giving effect to such transfer, the aggregate number of shares of stock owned
by or for the account of aliens and their representatives, foreign governments and representatives
thereof, and corporations organized under the laws of foreign countries, would be not more than twenty
percent of the number of shares of stock then outstanding,

The Board of Directors shall make such rules and regulations as it shall deem necessary or appro-
priate to enforce the foregoing provisions of this paragraph E,

4. Neither the holders of the shares of the Common Stock nor the holders of the shares of the
Preferred Stock shall have preemptive rights to purchase any shares of stock of any class or any other
securities of the Corporation.

5. The office of the Corporation is to be located in the City of New York, County of New York,
State of New York. The address to which the Secretary of State shall mail a copy of process in any
action or proceeding against the Corporation which may be served on him is: c/o Gerald Dickler,
122 East 42nd Street, New York, New York.

6. '_I‘Be Secretary of State of the State of New York is hereby designated as the agent of the
Corporation upon whom process in any action or proceeding against it may be served.

7. The duration of the Corporation shall be perpetual.
8. The business and property of the Corporation shall be managed by 2 Board of no less than

seven nor more than fifteen directors who shall be elected by the stockholders except as otherwise
provided in the By-laws of the Corporation. Directors need not be stockholders,

9. The Board of Directors of the Corporation shall have power by vote of the majority of all the
directors and without the assent of the stockholders to make, alter, amend and rescind the By-laws
of the Corporation.
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CERTIFICATE OF AMENDMENT
OF
CERTIFICATE OF INCORPORATION

- Ed STile

CAPITAL CITIES BROADCASTING CORPORATION
-
(Under Section 805 of the Business Corporation Law)

FIRST: The name of the corporation is Capital

Cities Broadcasting Corporation. The name under which the

Ty

corporation was formed ¢sr§udson Valley Broadcasting

Cqmpany; Inec., which by viftue of a Certificate of

E Cbnsolidation filed pﬁrsuant to Section 91 of the Stbck
Corporation Law on October 22, 1957, was changed to

Capitol Cities Television Corporation. The name of the
corpofation was.fﬁrther changed by Certificate of Change

of Name filed November 8, 1957, to Capital Cities Television
Corporation and thereafter the name was changé?,by Certificate
of Change of Name filed December 23, 1959 to égpital Cities

Bfoadcasting Corporation.

SECOND: The Certificate of Incorporation of

the corporation was filed by the Department of State under

Ly
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the name Hudson Valley Broadcasting Company, Inc. on
April 5, 1946 and the Certificate of Consolidation was

£il4d by the Department of State as aforesaid on
P ' . .
October 22, 1957. A Restated Certificate of Incorporation
4

of the corporation was filed by the Department of State

on May 16, 1968,

THIRD: The.amendment of the certificate of
incorporation effected by this certificate of amendment
is as follows: ) |
| To increaselthe aggregate number of
shares which the corporation shall have éuthority to issue
from 6,200,000 to 10,600,000, 600,000 of which shares shall -
be Preferred Stock and 10,000,000 of which shares shall be

¥

Common Stock.

FOURTH: To accomplish the foregoing amendment,
Article 3. A. of the Certificate of Incorporatxon, relatxng
to the capztal of the corporation and the total number of

shares which the corporat;on is authorlzed'to issue, is

hereby stricken out in its éntirety and the following new

Article is substituted in lieu thereof:




"3. A. Authorized Shares.  The
aggregate number of shares which the
Corporation shall have the authority to
issue 'is 10,600,000. 600,000 of said’
shares shall be of the par value of $1.00
each and shall be designated $.50 Cumulative
Convertible Preferred Stock (hereinafter
called the “Pre‘erred ‘Stock") and 10,000,000
of said sharés shall be of the par Value of
$1.00 each and shall be designated Common
Stock." :

FIFTH: The manner in which the éforesaid
amendment of the certificate of incorpgration was
authorized is as follows: By the vote pf the holders
of at least é'majority ofﬁ;ll of the 6&%;tanding shares

of the corporation entitled to vote on the aforesaid

amendment of the certificate of'incorporationg

--'-“\ | )
Z"CM\% A'(M-

'ThomaS;S. Murphy,
Chairman of the Board

e éf§%£;>1245/ - Lx;“V”::ééi

Gerald Dickler, N
Secretary E
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CERTIFICATE OF AMENDMENT

OF ‘ . :
cERr “Jod sT¢
CERTIFICATE OF INCORPORATION | J/.f 7

SR OF
a

' CAPITL CITIES BROADCASTING CORPORATION

(Under Section 805 of the Business Corporation Law)

ﬁe, the undersigned, the President.and Secre—
tary,.respectlvely, of Capital C1tles Broadcasting
'COrporatlon, do hereby certlfy as follows: .

FIRST: The name of the corporation is Capital
C1L1es-Broadcast1ng Corooratlon. The name under whichfﬂf
the corporatlon was incorporated 1s Hudson Va]ley Broad— ‘
casting Company, Inc. Pursuant to a Certlflcate of
consolidation filed under Section 91 of the Stock cOr§b4
ration Law, on Octocber 22, 1957, the name oOf the
corporatién was chahged to Capitol<cities Television

Corporation. The name of the corporation was further

Chaﬁged, pursuant to a Certificaté of Change of Name,




filed on December 23, 1959 to its present name, Capital
Cities Broadcasting Coxrporation.

£ .
SECOND:, The Certificate of Incorporation of

the corporation was filed'by the Department of State
under the name Hudson Vallé&_Broadcasting Company, Inc.
on April 5, 1946 and a Certi%icate of'Consoiidation was
filed by the Department of State as aforesaid on |

October 22, 1957. A RestatedbCertigicafe of Incorporation

of the gorporation was filed by the Department of State

on May 16, 1968.

THIRD: The Restated Certificatﬁ of Incorpo-
raéion'is'hereby amended to increase the aggregate number
of shggeé which the,corpq;ation is authorizedé;o iséue
£rom 10,600,000 to'gg,soéfboo,_soo,oob of which shares

L 1\ .
shall be Preferred Stock and 20,000,000 of which shares

“shall be Common Stock.

J
P - - _ . :
FOURH: To accomplishithe foregoing amendment,
Axticle 3.A. of the Restated Certificate of Incorporation,
relating to the capital of the corporation and the total

number of shares which the corporation is authorized to




issue, is hereby stricken out in its entirety and

i

amended to read as follows:

"3, A. Authorized Shares. The aggregate

number of shares which the Corporation shall

have the authority to issue is 20,600,000.

600,000 of said shares shall be of the par value
of $1.00 each and shall be designated $.50
Cumulative {‘ ‘vertible Preferred Stock {(herein-
after called-che "Preferred Stock") and 20,000,000
of said shares| shall be of the par value of $1.00
- each and shall|be désignated Common Stock."

7 .
PIFTH: ¢ The foregoing amendment to the Re-

stated Certificate of Incorporation does not reduce the

”

stated capital.pf the co;peration.
SIXTH: Theimanner in.whieh the aforesaid aﬁena—_
ment to the*iesﬂated Certificafe of Incorporation'was
auLhorlzed was by the vote of the ?olders of at 1east a
majorlty of all of’ the outstandlné shares of the corpo-
ration entitled to vote thereon.
IN WITNELSS WHEREOF, the under51gned have here-'“{”

“ . unto 51gned this certlflcate, this %{day of May\ 1972, and

“afflrm that the statements made hereon are true under[(

(,/.""j';" - .
LY AP y
' //Lcl-‘ ../ 2, \'\ :-—-

Thomas S. Murphy, -
Chairman of the Board of Dlrectors
and President

7
s Lﬂ/

>
LD R
Gerald Dickler,
Secretary o

" penalty of perjury. .

e
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CERTIFICATE OF CHANGE

<o
B 'é? . of _
‘5§ i , CAPITAL CITIES BROADCASTING CORPORATION
R

POST OFFICE ADDRESS OF
AGENT FOR SERVICE OF PROCESS

Under Section B05~A of the
Business Corporation Law

B
!

Pursuant to the provisions of Séction 805~ o
the Business Corporation Law, the undersigned hereby
certify:

PIRST: That the name of the corporation i%,J;

- W

CAPITAL CITIES BROADCASTING CORPORATION. The name under

which the Corporation was formed is HUDSON VALLEY BROADCASTING

COMPANY, INC., which by virtue of a Ceri:ificate.of Consoli-

dation filed pursiant to Section 91 of the Stock-Ccrpo?ation
Law on Octcber 25, 1957, was changed to Capitol Cities Tele-
v;sion_Corporation. The name of the Corporation was further
changed by Ceréiéféate of Change of Name filed'Novambér 8,

1957, to Capital Cities Television Corporation and thergﬁfter

the name was changed by Certificate. of Change of Name filed

v e v ————

December'23q¥1959-to Cap;Eai'cities Broadcasting Corporation.

i
t

O |
SECOND: The Certificate of Incorporation of the
Corporation was filed by the Department.of State under the
nEme Hidson Valley B:oédcasting_Company, Inc. on April 5,

‘1946 and the Certificate of Consolidation was filed by the .

N A

\ ; _ - . B S
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Department of State as aforesaid on October 22, 1957. The
Restated Certificate of Incorporation of the Corporation,
unde? Section 807 of the Business Corporation Law, was duly
filed on May 16, 1968. A Certificate of Amendment, under

Section 805 of the Business Corporation Law, was duly filed

on May 18, 1972. o o W

THIRD: That the change to the Certificate of
Incorporat;on effected by this Certificate is as follows:.
To changeﬁthe post office addressg tg which the
. Secretary!oﬁ State shall mail a.copy of any
process against the Corporation served upon.
him, so that such address shall hereafter be

c/o Gerald chﬁler; 460 Park Avenue, New York

LN P © City, New York 10022, : ’

FOURTH: That the change of the Certificate of
Incorporation was authorized by the vote of a majority of
W
the Board of Directors pPresent at a meeting of the Board

held on May 10, 1972 at which a quorum was present,

. : i
IN WITNESS WHEREOF, we hereunto sign our names

and affirm that the statements made herein are true under the

_ Penalties of Perjury, this 3lst day of May, 1972.

CAPITAL CITIES BROADCASTING CORPORATION

@ & xﬂ«.f//w?\

epl{P. Dougherty’, chel P{es:Ldent

ﬁy@/éyx—&

Gerald Dickler, Secretary

B eperas. a4
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CERTIFICATE OF AMENDMENT . e
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) e :‘u{;’( ) . by ,f"
; i o N CAPITAL CITIES BROADCASTING CORPORATION
. . * iy
' (Under Section B80S of the Buszness chporatxon Law)

=

L

We, the undersigned,\the President and Secretary,
. P : :

respectivély, of.cépitalfgfiies'Broadcasting {'oxporation,
L et «

do hereby certify as-followe:

FIRST: The nafme of the corporation is Capital

: : éitieslaroédcasting Corporation. The name under which .

, the corporation was incorporated is Hudson Valley Broad-

g L
i} ’

' castin§ Company,-Inc. Pursuant to a Certificaﬁe of

: : | . & Consolxdation filed undg; Szction’91 of the stock Corporation
.; o 'e Law, on Ootobur 22, 1957,. the name of the corporation was

. changed to Capitol C;tles ?elev;slon Corporatxon. The name'

ot the co:porat;on was further changed, pufsuant to a v
' Certificate of Change of Nume, filed on De,umber 23, 1959
o

:;: o to its presekt name, Capxtal Cities Broadcﬁstxng Corporatxon.

A
SECOND. “The Certificate of Incorporatxon of .

‘Jthe(corporatlon was filed by the Department of State under

. . . L . M . k]
L4 .

.
. o . . ) ‘ .
L] - . . .
. .. . . Fd .
. . N . . 3 .
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the name Hudson Valley Broadcasting Company. Inc. on April 5, ‘:'

.1945 and a Cer;ificate of Consolidation was filed by the o
. . o
unepartment of State .as aforesaid on Ootoher 22. 195.. A

BE ¢

‘Restated Certificate cf Incorporation of the corporation

f o -

?was filed by the Department of State on May 16, 1968.

B - -
e . “e
.

-THIRD._ The Restated Certificate of Incorporation

-

: is amended asg authorized by Section 801 of the Business

-

AN

: / : .
.-.Corporation La% to change .he corporate name. ;;&,.

il P .
FOUFWR. To accémplish the foregoing amendment,

LS

. Article 1 of the hestated Certificate of Incorporation,

'which sets forth the name of the corporation is amended

e O UV “ s
to read. T A . \%“w;'
L s -t . - ) ’

. The-name'of'the COrporation is

Capixal Cities Communications, Iné., "

iu PIFTH. The manner in which the aforesaid
- .
amendment to the Restated Certificate of Incorporation was

authoiized was by the vote of the hodders of at, least a.

majo;ity of ell of the outstanding shares of the corporatron
., - o . T A

ae

entitled to vote thereon. ~ _.',. R

- '—-—-—;
’ IN WITNESS WHEREOF, the undersigned have hereunto

signed this certificate. this 4th day of May, 1973, and affirm

that the statements made hereon are true under penalty of per;urx,

-




CERTIFICATE OF AMENDMENT
5 OF |

‘cgnmirzcarz\oP*INQORPORATIou

} OF i >~
‘( i ; . ZE! f \S/Mﬁ)
CAPITAL CITIES COMMUNICATIONS INC. !

(Under Sectlon 805 of the Business cOrporatlon Law)

h
i AS
the under51gned the Executlve Vice

Pres;dent and Secretary, respectlvely, of Capltal

Cities Communlcatxons, Inc., do hereby certify as

follow5°

 FIRST: The'name.bf”the_corporation is
Capital Cities Communications, Inc. The name under

which the corporation was incorporated is Hudson

Valley'Breadcesting COmpany, Inc. Pursuant to a.

Certificate of Consolidation filed under Section 91

~of the Stock Corporation Law, on October 22, 1957,

the name of the corporation was changed to Capitol

Cities Televzslon chporatzon. The name of the corpo-

ration was further changed, pursuant to a Certiflcate

' cf Change of Name,-flled on December 23, 1959 to

Capltal Cities Broadcastxng CorPoratlon. The name of - iﬂ

the corporatzon was thereafter changed, pursuant to

a Certlflcate of Amendment of Certlflcate of Incorpo—

ration, filed on May 4, 1973 to ;ts_present_name,”

-Caﬁital_cities COmmuniéations, Inc. _ B 5




fe:

SECOND. The Certificateeof Incorporation
of the corporat101 was leed by the Department of
State under the name Hudson Valley Broadcastlng
.Company, Inc. on Aprll 5, 1946 and a Certﬁfzcate of
| Ccnsol;datlon was fxled by the Department/of S+?aﬁ as
aforesald on October 22, 1957. A Restated Certificate

of Incorporation ‘of the cqrporatiop;was-filed by the

Department-cf State on May 16, 1968.

-TMTHiED: The Restated Certificate of Incorpo-
ratlon is hereby amended to increJEe the'aggregate
umber of shares which the corporatlon is authorized
- to 1ssue from 20, 600, 000 to 40 §00,000, 600,000 of
,whmch shares shall be Preferred ‘Stock and 40, 000 0090

of which shares shall be Common $tqck.

FOURTH: TO aeéemplish the foregoing amend- .
ment, Article 3.A. of the Restated Certificate of

Incorporation,.relating to'the:capital of the corpo-

'._Iration;an&,the'total.number of shares which the

corporation is cuthorxzed to issue, is hereby
stricken out in ltS entlrety and amended to read as
fcllows:

w3, A, Authorized Shares. The
aggregate number of shares which the
COrporatlon shall have the. authority
to issue is 40,600,000. 600, 000 of
said shares shall be of the par value
of $1. 00 each and shall be deszgnated

B

hl
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$.50 Cumulative Convertible Preferred
Stock (hereinafter called the "Pre-. _
ferred Stock") and 40,000,000 of said

FIFTH: The fcregoing -amendment to the
Restated Certlflcate of Incorporatlon does not reduce

the stated capital of the Corporation.

SIXTH: The manner in whlch the aforesaig
amendment to the Restated Certificate of Incorporat;on.

was authorzzed was by the vote of ‘the holders of at

least a majorzty of all of the outstandlng shares of

the corporatlon entltled to vote thereon..

IN WITNESS WHERECF, the underszgned have

hereuntg signed thls certlflcate, this 12th day of

.'May, 1980, and affirm that the statements made hereon

are true under penalty of per}ury.

Gerald Dickler, ' <
Secretary :

Rt
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CAPITAL CITIES COMMUNICATIONS, INC.

-BY-LAWS

ARTICLE T - ' -
Name and Location
Section 1. The name of this corporation shall he

. CAPITAL CITIES COMMUNICATIONS INC. _
Section.z- ‘Its principal office shall be.located .
in the city of New York, State of Wew York. 7
Sectien 3. othe; offices for the t;ansgction oé

business shall be located at such places as the Board oi.

Directors may from time to time determine.

ARTICLE II
Capital Stack
Section 1. The_aggreg§;e number of shares ﬁhich the
COruoratioﬂ shall have'the.autﬁdrity to-issue is 20'600'000..
600 000 of said shares shall be of the par value of §1. 00 eaéh
and shall be*des;gnated $.50 Cumulatlve COnvertible Preferred
. . Stock and 20,000,000 of said shares shall be of the. par value'
of §1.00 each and shall ha designated Common Stock.
| Section 2. all certiflcates of stock shall be: signed

by the Chairman of the Board or the P:esident and.the Secretaxy,

and shall be sealed with the Ca:porate Seal

<
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Section 3. Treasury stock shall be held by the
Corporation subject to the disposal of the Board of Directors,
and shall neither vote nor participate in dividends.

Section 4. The Corporation shall have a first liem on
.aliushares of its capital stock, and upﬁn all'diviaenaé deélared
upon the same, for any indebtedness of the re;pecﬁivé stockholders

. 1
thereof to the Corporation. i

Section 5. Transfers of stock may be made and old éer-
tificates; properly endorsed, shall be surrendered and cancelled
before a new certificate is issued. The stock transfer books shall
not be clesed before the date on which a dividend is ﬁecl&red,-the
Board of Directors in its disgretion xixing'a record date upon
which the transfer agent shzll, without actuaily closing thé
books for the transfer of stock, take a r;cord of all stock-
helders entitled to the dividend.

Section 6. In case of loss or destruction of a certifi-
cate of stock, no new certificate shall be issued in lieu thereof
except upon s%tisfacto:y proof to the Board of Directors of such
losé or destruction; arid upon such conditions as it may impose;
‘except that upon the giving of satisfactory security by bond-o?
otherwise again;t_loss to the cgfporatiqn, a new certificate may
be issued upon written anthdtizagion:of the President, Secretary

or Treasurer of ﬁhe Corporation.

ARTICLE III
Stockholders Meetings

Section 1, The Annual Meeting of Stockholders shall
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be held on any business day during_the moath of May in each
year at the princimal office of the corporat}on, or at such
other place in the quted States, At‘éuch méeting tha stock~
holders shall eiect directors to serve until their.succéssors
be elected and qualified.

Section 2. A special meeting of the stockholders
to be held at the same place-as'§ﬁe annual meetinéf“may be
called at any time by the Presf&gnt, or in his absence by
the Vice President, or by the directors. It shall be the
duty of the directors, President, or Vice President to call -
such'meeting‘whenever.so requgsted by stockholders holding
fifty ﬁiifjat.or more of the capital stock. -

" TSection 3. For the purpose of determining thé

stockholders entitled to notice of or to vote aﬁ any annual
or speéial meeting of stcckholders'qr any adjournment tﬁéreoé.
or for the purpose of'any other action, the Executive Committee

shall fix, in advance, a date as the rxecord date for any such

determination of stockholders. Notice of the time and place

of annual or special meetings shall be mailed by the Secretary
of the Corporaticen to each stockhélﬂer of record on the date
as determined by the E#ecutive Committee at least ten (10)
days befgre the date of such annuai.or special meeting.
Section 4.  The President, or in his absences, the

Vice President, shall preside at all such meetings.




Section 5. At every such meeting each stockholder

shall be entitled to cast one vote for each share of voting
- .

stock held in his namé?-which vote may be cast.by h;ﬁ eithér
in persen or by §roxy. "All proxies may be in writing and
shall be filed with the Secretary and by him entered of
record in the minutes of the meeting.

" Section 6. Every holder of Common Stock of the

Corporation shall have the right to vote, in person or by ..

proxy., for the number of shares of stock owned by him,ifér

5

as many persodé as there are directors to be elected. Every

holder of';¥efezred Stock shall have the right to vote for
F

directorgfﬁs providéd in Article V of the Restated Certificéte
of Incoréoration of the Corporation, as filed by the Depértment
‘of gtate of the State of Wew York on May 16, 1968.

| Secticn 7. A quorum for the transaction of business
athany such meeting shall consist of a number of members
. representing a majority of the shares éf stock issﬁed and
outstanding; but the stockholders present at‘any'meetiné
though less than a quorum may adjourn the meeting to a

future date.

“ARTICLE IV

Directors

Section 1. The business, property and affairs
of the Corporation shall be managed by a Board of Directors
of not less than three nor more_than fifteen in nimber.,

' Directors need not be stockholders.
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Seczieca 2. The Direseors shall be electgu by stock-
holders at the arnual meeting and shall hold o%fice for one
year or “until their successors are dulv electeg and quali-
fied. Notwithstanding the aforesaid, the Board of Directors,
by a vote of a majority thereof, at a duly constituted meet-
ing, shall have the right to increase +he membership of the

Board, subject to the limitation in number provided in Section

1 of ARTICLE IV.

Section 3. Regular meetings of the Board of Directors

shall be held in such place in the City of Albany, the City

of Tzrey, or the City of New York, as the President may desig- "

‘nate in the notice o£ meet;nq immediately after the adjournment

of each Aﬁhual Meeting of the Stockholders; and aléo on tha

first day of every thlrd month, commencing July 1, 1946, at

10 o clqck A.M., provided, however, that whenever such day
éhgll féll upon- a légal.holidag,-the meeting shall be held‘
on the next succeeding business day.

Section 4. Sbecial meetihgs of the Board of Directors

a

shall be held in guch place in the City of Albany, the City of
Troy., oxr the city of New York,.as the cnairman of the Boarddar
the President may designate in the notice of such meeting; and -
may be called by the Cha;rnan.;£ the Board, the Preszdent (cx
in his ébsence, the Vice President}, or by any three members’
of the Board. By unanimous consent of.the_&i:ectofa, speciél'
meetings of the Board may be held without notice, at any t%me

and place. ﬂ _ .

Section's. Votice of all regular ;pd special meatings,

except those specifiad in the second sentence of this krticle

_in Section 4, shall be mailed to each director, by the Secretary;

atiieasﬁ three days previous to the time fixed for the meeting.

All notices of sp=cial meet 1gs shall state the purpose thereof,




A A b 8 o

Section 6. A guorum for the transaction of any
regulaf\or-special meeting shall have power to adjourn the
meeting to a future date; and no business of the Corporation
shall be transacted except by a majority vote of the full
Board of Directors at any such regular or special meeting
of the-lirrctors.

Section 7. The directors shall elect the off.cers
of the Corporation; and fix their salaries; such electio§_to
be held at the directors' meeting gollcwing each Annual Stock- .
holders' Meeting.

Section 8, Any vacancy in the Board of Pirectors
océurring by reason of an increaséﬁzr the number of Directors
pursuant to Section 2 of ARTICLE Iviaor-bf reason of death,
resignation, disqualification or for any other reason, Shallj
be filled for the unexpired portion of the term by a majority
vote of the femaining Directors at any regular or specia; meet-

ing of the Board of Directors.

Section 9. BeEween the meetings of the Board, the
powers of the Board shall be exercised-by-an'Execut%vg-Cqmmittee
of not les? than three (3) members appointed by a mafbrity of
the_Boara at any meeting at which a qugrum.i% present which shéli
meet at such intervals as the BPard may by resclution detirmine,
and the §xeéhtive Committee shall be permitted to take any action
reqﬁired“or permitted‘ﬁo be taken by the'ﬁxecutivg\Ccmmittee if
all members of the Executive Committee consent in writing to the
géjption of a reso;ﬁtion authofizing the action. i
’ .Section 10; At each Annual Stockholders' Meeting the
Adirectors shall submit a statement of the businesgrdone{during
the preceding year, togethe;'with a reportaof tﬂ;}éeneral finan-
cial condition of the Corporation and of the condition of its

tangible property.
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ARTICLE V¥
Officers

Section 1. The officers of this c°rpcration shall . -

y
o)
be a Chairman!

Presidents, a Secretary, one or more Assistant Secretaries,

a Treéasurer and an Aeszstant Treasurer, whe’ shall be elected

for a term of one Year, or for such shorter period ‘as the

Board of Directors may designate, and shall hold office

until their successors dre duly el -ected and qualified. The

orfices of Vice President andMTreasurer pay be held by cne

A%

person. The offices of Secretary and Treasurerxr may be held

by one person..- '|
Section 2. The President shall ‘have general Supex-
visron and management of the business of the Corporaticn and

its officers and agents; shall sign all stock certlflcates\

and shall have the power to make,

mak;ng and signing of all ‘contracts, checks, drafts, warrants

and orders for the payment of money, and shall perform all

such other duties as are incidert to his office. In case of

the absence or disability of the President, his dutiesrehall
be performed by the vice President.

Section 3. fThe Chairman of the Board aof Directors -

shall preside at all meetings of the Board of Drrertors at

which he is praesent ang shall bhe the chief executi\e officer

of the Company. In saig eapacxty he sLall have the power to

make, sign and/or direct the making and signing of all stock

T

_..“. .

sign and/or direct the _ SRR

A R
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_Secretary in whole or in part as the Pres;dent or Boarn of .

_Directors may d;rect.

 dispose of same and receipt therefor. He shall keep at the

. h e e Al 5 e g -

~

certificates, coﬁtracts, checks, drafts, warrants and
orders for the payment of money, and shall) perform all
such other duties as are incident éo his gffice,

Section 4. 'The Secretary shall issue noéices of
a11 directors' and 'stockholders® meetings, and shall attend

and keep the minutes of the same‘,shall have charge of the

P2

corporate baoks, records and papers; shall_be custodian of
the corporate seal; shall attest with his signature, and
impress with the corporate seal;ﬁall stock certificates and
written contraets of ihe Corporation; and shall performua}}'
other duties as are incident to his office; nay and all

duties of the Secretary may be delegated to an Assistant

Section 5, The Treasurer shall have the care of and
custody of and be responsible for all the funds and securities

of the Corporation and shaIl deposit all such funds in the name

of the Corporation ii.such bank or banks, trust company or trust

cémpanies, or safe deposit vaults as the Board of Directors may

designate. Undex the direction of the Chairman of the Board,

the President, or the Board of Diregtors, he shall make, sign

and endorse in the name of the Cornoration all checks, drafts,

1§
warrants and orders for the paymant of money and pay out and

office of the Corporation correct books of account of all its




e

PO P SRR

o e ot bt .

business -and transactions_and_such othex books of account

as the Boarxd of Directors may require, Any’ and all ad~

ministrative duties of the Trea"urer may be delegated to
the Assxstant Treasurer, Conmptroller, or other emnloyee

of the cOrnoratlon in whole or in part, as the President

or Board- of Directors may direct.
| f
ARTICLE VI
Dividends and Finances _

Section 1. Dividends, to be paid out of the su\plus‘
earnings of the Cormporation, may be declared from time to time
by resclution of the Board of Directors; but no dividends shall
be paid that_will impaiz the capital of the corporation.

Section 2. The funds of the Corporation shall be
deposited in such bank or trust company as the dxrectors may“
designate and shall be drawn only upon the signature of persons

authorzzed tn do .80 under these By-Laws or by resolution of the

Board of Directors.

ARTICLE VII
Amendments
Section 1. Ameraments to these By-Laws may be made,

by a vote of the stockholdersj;épresenting a majority of all
of the stock iesued and ocutstanding, et.ary=Annua1 Stockholders®
Meeting; ox dt any-Special'ﬁtockholders' Meeting when the proposed
emendment has been set out in the notice of such meeting, or by a
majority VDLE of the full Board ‘of Directors, at any Special
Meeting of the Boarad of Directors called for'such purpose,
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Capital Cities Co,z_nmuhicalions, Inc.

Decentr_alization_ is the cornerstone of our management philosophy. Our goal is
to hire the best people we can pgss'ibly find and give them the respbnsib’ility and
authority they need to perform their jobs. All decisions are made at the local level,

~ consistent with the basic legal and moral responsibilities of corporate management.
Budgets, which are set yearly and reviewed quarterly, originate with the '
general managers and pliblis_hers who are rﬁ?§ponsiblé' for them. We expect a
great deal from our operating managers. We expect them to be forever cost-conscious |
and to reco_ghize and exploit salss potential. But above all, v:z exbéct them to
manage their operations as good citizens and to use their facilities to further

© the community welfare.

s e
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Capltal Cities Communications, Inc.

To';Qur Shareholders

~ Capital Cities Communications achieved its twenty-sixth
. consecutive year of record financial performance in 1980.
- Net revenue rose 14 percentin 1980, to $472,108,000,
and income before extraordinary gain was up from
$63,758,000 in1979 to $70,783,000 in 1980, or 11
R percent. Earnings per share, also before extraordmary Bt
gain, increased 15 percent to $5.38, aided by a 3
‘percent reduction in average shares outstanding.
Earnings from our operations rose only 9 percent—
& somewhat disappointing result considering the national
rate of inflation; however, the 9 percent reflects
$5,400,000 in start-up losses of new publications and
“the Cable Television Division. Excluding this investment.
spending and 1980 publishing acquisitions, operating -
earnings for 1980 would have risen 12 percent. We will
discuss these deyelopment activities later in this report.
Highlights of continuing operations during the year
were: '
e Sales gains somewhat undér the publicized national
rate of inflation, with some softening in the second
six months.
“» Continuing cost increases, slightly below plan levels
and below the rate of inflation. ~

e Good earnings gains for television and the daily

THOMAS .S. .Mun}m_‘r, Ch_ar'rman & Cbief Executive _Oﬂi_cer o

-hewspapers, . ' = " maintain their relative levels of profitability. Equally

¢ A moderate increase in earnings for specialized important, net income of such properties is aimost
publlcatlons i entirely converted into available cash, which can be used

» A slight profit decline on a modest increase in sales = for debt reduction, new acquisitions, dividends and,
for the combined radio group. when appropriate, stock repurchase p

There are several reasons for going-into a third

In terms of acquisitions and investments for the future, busiiiess at this time and for selecting cable television:

1980 was a most significant year. For the second time

in the history of your Company, a decision was made o Itis increasingly difficlt for the Company to inyest

to move into a new area of business, and the Cable: T prudently in broadcasting and publishing a;qursmons
Television Division was formed, with William R. James, at the multiples now being asked for such properties.
formerly Vice President and General Manager of o The cable television business changed radically with the
WIR-AM/FM, as President. Mr. James joined the ~ development of satellite retransmission of television .
Company in Detroit in 1969 and over the years has signals. Cable system access, to these signals has made
handled a number of importani-résponsibilities in - economically possible the instantanicous distribution of
addition to.his duties at WIR, i many program gervices and has led to the dramatic
For:its first thirteen years, Caprtal Cities operated growth of pay cable television.

exclusrvcly asa broadcastmg company. In 1968, after
acquiring almost the maximuin number of radio and
television stations allowed by the FCC, we moved into’
the publishing business. The move was logical because
both businesses are advertrser-supported and both
pro side news, ififormation, and entertainment services.
We decided that we wanted publications which had, or
could achieve, dominant positions with their audiences—
not unlike the positions our television stations have.
been able to attain. Generally, businesses like these are

- better able to withstand the difficulties of operating in o Cable television ‘vill have an.impact on traditional
an inflationary environment and are more likely to broadcasting and is likely to affect newspaper

it

e . . [

¢ Cable television is similar to broadcastmg and
publishing in that it distributes news, information and
entertainment, and is not labor-intensive, It is alsoa ~
business in which earnings and asset values can, with
diligent management, be maintained in periods of
inflation.

N

~s We believe our organization can become as
professional and efficient in the cable television
business as it now is in our existing operations,



DANIEL B. BURKE, President & Chief Operating Officer

publishing in evolutionary ways in the years ahead.

Under these circumstances, we consider it prudent to

be involved in all aspects of cable television as it
 grows and evolves,

Capital Cities first entered the cable television business
early in 1980 with the acquisition of an 80 percent
interest in. Omnicom of Michigan, Inc. At that time,
Omnicom held franchises to build and operate cable

‘ telewsnon systems in several suburban areas west of

Detrmt and'we assuraed the obligation to fully fund

this construction. Qver the past twelve months, this

work has proceeded and acquisitions similar to Omnicom
have been made in six other locations, These are
described in drtall in the Cable Television Division
section of this. report. When completed, all seven systems
are expected to pass (make service available to)
approximately 100,000 homes and should enroll upwards

.of 50,000 subscribers for basic and pay cable service.

Virtually all of these installations will be made in homes
which currently receive adequate over-the-air signals
from local television stations; therefore, these systems
must provide additional services. These new multi-tier
systems will succeed on the basis of public willingness to

.- pay monthly fees to receive sports, news, and all manner of
'~ entertainment programming being distributed to cable

e
»‘f—_-.o-*

N ‘, =

systems; largely via satellite. i
These new systems will represent a total capital
investment by Capital Cities of $28,00(%;,000. To put this

amount in perspective, the Company’s capital spending,

excluding cable television, was only $15,000,000 in 1980.
Clearly then, the capital intensity of cable television
contrasts sharply with broadcasting and publishing.

On November 13, 1980, Capital Cities entered into
an agreement tc acquire all of the stock of
Cableccri-General, Inc., for $139,200,000. Cablecom
is a major opérator in the cable television industry, with
over 250,000 basic subscribers. We now expect to
complete this acquisition in the second quarter of 1981,
subject to receipt of the required approvals from the
Federal Communications Commission,

The cable systems operated by Cablecom are quite
different from those we are presently constructing, in
that most of the homes served in the 43 difierent cable
franchise areas do not receive adequate over-the-air
television service. As a result, cable television was
developed in these communities to bring in the three
major networks and, generally, at least one educational.
and several distant independent stations, The recent
development of satellite services has supplemented the
program offerings of these traditional systems and
improved their econoniic circumstances at the same time.

In the cidble television industry, reported net income
expressed as a-percentage of revenue or as a'return on
assets employed will generally be lIower than the returns
Capital Cities has historically achieved in broadcasting atid
publishing, This is principally a result of the substantial
level of depreciation expense involved in cable television.
In terms of cash flow (net income plus depreciation and
amortization of intangibles), however, attractive returns

‘can be achieved in relationship both to revenues and to

assets employed.

The acquisition of Cablecom is expected to dilute the
Company’s reported earnings for the first several
years of ownership. Based on a reasonable projection of
Cablecom’s net income, and after deduction of

-amortization of intangibles and the Company’s financing

costs, we would estimate a reduction in net income in the
range of $4,700,000 to $5,300,000 ($.35 to $.40 per
share) for the first twelve months following acquisition,
with substantial declines in dilution thereafter. Cash flow
from Cablecom operations (projected net income plus
depreciation and amortization) is estimated to be
$13,000,000 in the first full year and would be expected
to increase substantially in subsequent years. Despite
this negative effect on the Company’s reported earnings
in the first several years following acquisition, we believe
that the growth in cash flow from Cablecom operations
in future years will be sufficient to provide a reasonable
return on our investment.

Profitability and, more important, the level of cash
flow of multi-tier systems will be entirely dependent on
continued public willingness and ability to pay for
satellite programming and other services. Profits, cash



Capital Citles Communications, Inc.

flow, and the growth of traditional systems, such as most
of those operated by Cablecom, will also be enhanced

* by the appeal of additional services; but the orlgmdl basic

business of these systems—providing good reception of
-commercial and educational television stutions—seems
sound into the indefinite future.

To sumimarize, our current cable television

- commitments call for investment of approximately
$28,000,000 in new systems, with construction
-comipletion schedules runmng into 1982, plus
~$139,200,000 for the purchase of Cablecom. We
currently expect to fund all of the new system construction
and approx1mately $40,000,000 of the Cablecom ok
purchase price out of retained eatnings. The Company - - 1
. has entered into a $100,000,000 bank revolving credit
agreement, to be available to finance the balance of the
Cablecom acquisition, Should there be an improvement
in the public credit markets, the Company would
anticipate replacing such bank debt with long-term
debentures, 2

Expansion in pubhshmg during 1980 through the
acquisition and start-up of new publications is.
discussed in the Publishing Division section of this report

For 1980, Cap1tal Cities continued its nominal
dividend of $.20 per share. In the present environment
of double taxation of dividends, the Compariy believes
that its profits can be reifiVested at higher rates of return
than the aftertax dividend its shareholders would receive.
Such dividends are reduced by income taxes, which at
ordinary income tax rates may exceed 70 percent of the
amounts received....

In December 1979 the Board of Drrectors of Capltal
Cities approved the repurchase of up to an additional
600,000 shares of the Company’s common stock.
Purchases were made under this authorization froni time

to time during early 1980, until market conditions and
the impending acquisition of Cablecom halted the
program. In 1980, 327,760 shares were purchased at an
average price of $45.01.

We believe that Capital Cities’ policy of periodic
repurchases.of its own common stock has benefited all
of its shareholders. After such repurchases, the value
of the shares retained by shareholders is enhanced by
spreading the earning power of the Company’s operatmg
assets over a smaller number of shares.

During 1980, 1,454 employees purchased 93,080
shares of the. Company’s common stock at-an aggregate
price of $3,075,000 under the Employee Stock Purchase
Plan, Since its mcepuon in 1977, the Plan has extended
favorable purchase terms for Company stock to all
employees except corporate officers covered by option
plans. We believe the opportunity to achieve equity
ownership in the Company has helped to stabilize and
motivate our very valuable employee group.

In September 1980, John E. Shuff, Jr., Vice President
and Chief Financial Officer, regrettably found it necessary
to resign the latter responsibility for reasons of health.
Ronald J. Doerfler, who joined Capital Cities in 1969
and was most recently Treasurer of the Company, was

- named to succeed Mr. Shuff as Chief Financial Officer.

In July, we were pleased to welcome William I, Spencer:

to 'our Board of Diredtors Mr. Spencer is President and o

subSrdrary, Citibank,
William J. Casey resigned from the Company ] Board

- of Directors in January 1981 when he became Director of :
'_Central Intelhgence Mir. Casey was one of the orlgmal

.iivestors in Capital Cities and had been a Director: since -
1957, except for the period from'1971 to 1976 when he
sérved in Washington as Chairman of the Securities and

Exchange Coinmission, Under Secretary of State for

Economic Affairs, and then President and Charrman of
the Export-Import Bank. We shall miss hlS wrse connsel

-and unfailing support;

‘With the death in June of Glenn L. Jackson, of

_' Poitland, Oregon, ‘welosta business partner and

friend, We valued our association with him and are
gratified by his selection of Capital Cities to carry on
the fine traditions established by his publications. The
acquisition of the remaining interest in the '
Democrat-Herald Publishing Company is discussed in
the Publishing Division section of this report,

During the year, the Company produced, sponsorcd

~-or financed a number of significant public service

programs at both national and local levels. We are proud

‘of these efforts, some of which are described in other

sections of this report.
* The year 1980 was stimulating, altbough in some ways )
difficult, as we entered a major new business and were

faced with a volatile and worrisome busmess envrronment.

We apprec:ate ‘your support; we welcome at any time _
any inquiries you might have; and we especially wishto'
commend and thank the Company’s employees for their ..

coutstanding contribution.

THOMAS S. MURPHY
Chairman

DANIEL B. BURKE
President




Publishing Division

- JOHN B. Sias, President

Capital Cities’ Publishing Division attained record sales
and profits in 1980. Total revenuves of $305,098,000 '
were 16 percent ahiead of 1979. Operating income of
$58,186,000 increased 15 percent from 1979. Excluding
'new publication start-ups and 1980 acquisitions, revenues
and operating income would have risen 9 percent and

18 percent, respectively. In 1980, the Company invested
almost $3,000,000 in the start-up losses of new
 publications. Properties acquired during the year
‘contributed revenues of $14,500,000 and operating
income of $1,500,000,

~ The year’s results reflect the uncertain nature of the
national economy in 1980, Siuggish demand for classified
.and retail display advertising space reduced overall linage
3 percen., but price increases and strong cost controls’
resulted in operating income gains in excess of the
‘national rate of inflation.

The year 1980 started very strongly, with first quarter
publishing revenue, excluding start-ups and acquisitions,
increasing 18 percent. Sharp declines in classified linage
reduced second quarter revenue gains to 8 percent.

Third and fourth guarter revenue increased 5 percent
and 6 percent, respectively, reflecting continued
softness in classified and weakening demand for retail
advertising. Costs, also excluding start-ups and
acquisitions, were up 12 percent in the first quarter.
Volume-related cost reductions for the balance of the
year held expense increases to 6 percent in each of the
second and third quarters and to 4 percent in the
fourth quarter.

Newspapers

In its 100th anniversary year, The Kansas City Star

Company achieved records in both revenues and
~sperating profit, which increased 7 percent and 6 percent,

respectively, over 1979. These gains were attained despite

a Kansas City economy besct by long auto assembly

plant shutdowns, a record heat wave and drought, and

the commercial consequences of the grain embargo.

Among the highlights of the Star's centennial year were:
a community leader luncheon featuring Vice President
Walter Mondale as speaker; three parties honoring the
paper’s current and retired employees, and advertisers;
publication of a special 192-page section detailing the
growth,of Kansas City and the Star; publication of a
commemorative book comprised of reproductions of 100
memorable Star f:ont pages—one from each of the last
hundred years; and finally, the Star pledged a contribution
of $1,000,000, payable over 10 years, in memory of its
founder, Colonel William Rockhill Nelson, to the art
galiery which bears his name,

During the year, the newspaper launched four tabloid-
size, zoned editions of the Wednesday afternoon Star.
These sections serve Johnson and Wyandotte counties in
Kansas, and north and south Kansas City, Missouri.

The sections, called Wednesday Extra, contain highly
localized news and information of relevance to residents
of these particular zones. _

In Kansas City, 1980 circulation declined by 17,000
for the morning Times; by 22,000 for the afternoon Star;
and by 4,000 for the Sunday Star. These losses were.
attributable to a number of factors:

s A retail price increase.
s A change in wholesale pricing policies.

» Planned reduction of circulation in outlying areas
. because of high fuel costs.

o Intermittent service difficulties encountered while
implementing changes in the company’s distribution
systems.

The antitrust suit brought against The Kansas City
Star Company was tried in February 1981, The trial
was concluded, with the decision to be rendered at a
later date. A description of the proceedings is contained
under Item 3 in the Form 10-K section of this report.

The Fort Worth Star-Telegram had an outstanding year
in 1980. Revenues increased 14 percent; operating income,
19 percent. The Fort Worth/Dallas area experienced a
relatively mild ¢conomic stowdown compared to most
other sections of the countyy. This, together with the
paper’s improved editorial product and circulation
position, set the stage Jor this strong performance.

Record circulation growth achieved in the preceding
two years was consolidated during 1980. Morning and
weekend circulation levels remained flat, and cvening
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mrculahon was reduced sllghtly as distant deliveries were
“elit back in the face of rapidly escalating delivery costs.

.In August, two more zoned editions, serving the wet

and southwest:-portions of Fort Worth, were added to the
. two successful zoned editions started in late 1978 in -
-eastern Tarrant County. These four zoned sections, called

Neighborhood Extra, cover appmkimzatcl);' 130,000

subscriber households in Tarrant County each week.

During the fourth quarter of 1980, a circulation
information system, which took more than three years
to develop, was brought fully on stream, permitting the
paper for the first time to identify nonsubscribers of the
Star-Telegram. This system enabled the paper to launch
a weekly Extra Pius tabloid section, containing local news

~ and advertising, which is mailed to 30,000 nonsubscriber
households in west and southwest Fort: Worth .
smultaneously with the delivery of. the new nelghborhood '
zoned editions. This combination gives our advertisers
100 percent coverage of these areas.

The Oakland Press is published in Pontiac, Michigan,
which was one of the mcst economically troubled markets
in'the nation during 1980. As a consequence, the

~ newspaper incurred significant losses of classified
advertising linage, and total revenue increased l¢ss than
1 percent. Through stringent cost controls, the newspaper
was able to-maintain profits at 1979 levels with a slightly
reduced profit raargin, e

Paid circulation increased during the year. The Sunday

edition, started in September 1978, gained 4 percent
- 1078, 000
<+ The Press won more awards than any daily in its class
in the Michigan Press Association’s 1980 editorial
contest. Tt received the United Way of America’s first-
place communication award nationally for its coverage of
local United Way activities. In conjunction with the
‘Capital Cities Foundation, it was honored for its assistance
to fund-raising activities of the financially troubled
Pontiac public school district.
The News-Democrat, it Belleville, Illmms achieved a
~ yearof record s‘}}les and profits despite a slowed economy
_that adversely impacted retail and classified advertising.’
Revenues increased 12 percent; operating earnings, -
*7 percent,
The newspaper completed a major alteration of its
* mailroom, which will substantially improve operating
" efficiency in this area. A newsprint storage building and
other construction programs were completed to
accommodate the additional circulation now being
delivered by the ‘News-Demacrat.
The newspaper received several awards in 1980 for its

editorial efforts. In United Press International competition,

the News-Democrat received a first-place award for
column writing, second places for public service and
sports, and third place for editorial writing in its
circulation category. From the Southern Hlinois Editorial

Assaciation, the paper received first-place awards for
overall makeup and for the best editorial page.

During the year, the newspaper maintained its active
role in community affairs. The News-Democrat Sports
Hall of Fame was established, and the newspaper arranged . -
and sponsored a debate between two residents of Belleviile
who were the principal candidates in the race for the
United States Senate in Illinois. The debate was televised
on statewide ¢ducational TV and received wide editorial
coverage throughout the state.

The Wilkes-Barre Times Leader continues to operate
under strike conditions that have existed since October

'1978, when a number of union-represented employees.

walked off their jobs and began to publish a strike
newspaper. A 30 percent increase in revenues,
together with a 20 percent drop in costs, resulted in a
substantial 50 percent reduction in the loss experienced
inn 1979—the first full year of the strike. Paid circulation
rose almost 20 percent in 1980, but is still well below the ~
pre-strike level, Four new weekly secuons‘were mtroduced <
during the year. :
The progress in Wilkes-Barre during 1980 is most
gratifying. The management and staff of the Times Leader :
overcame numerous obstacles in achieving this '

_performance, and additional improvement is anticipated

during 1981.

In July 1980, the Democrat-Herald Publlshmg -
Company, headquartered in Albany, Oregon, becamea
wholly-owned subsidiary of Capital Cities. A minority
investment of 25 percent was acquired in 1977, for _
approximately $2,500,000, from a member of the famdy
of the late Glenn L. Jackson, of Portland, Oregon. -

Since then, the Democrat-Herald has acquired a number
of additional publications and developed the original
newspapers substantially. With the death of Mr. J ackson
in 1980, Capital Cities acquired the remaining 75 petcent
interest from his estate and heirs for $20,500,000 in cash

'The Democrat-Herald Publishing Company nrow
operates daily newspapers in Albany and Ashland,

Oregon, and weekly or semiweekly papers in Gresham,
Cottage Grove, Lebanon, Sandy, Néwport and Sprmgﬁeld
Oregon, and also publishes the nationally distributed -

. Stamp Collector and Stamp Wholesaler. These ope_ratlons

will continue under the able leadership of Glenn Cushman, |§
President and Chief Operating Officer of the group.
Revenues for the full year of. 1980 were almost .
$13,000,000, up approximately 10 percent over 1979; -
operating earnings increased a comparable percentage.
This represents a decline in the group’s revenue and
earnings growth rates, which was mainly a result of a -
temporary economic slowdown throughout the Pacific
Northwest, caused mostly by reduced demand for forest
products. We expect that all of these newspapers will
continue to participate in the orderly and above-average
growth which we anticipate Oregon will experience.
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The Oregon newspapers enjoy well-deserved reputations
* for outstanding performance. They collectively won 27 of
46 awards for excellence in various categories of
competition with other Oregon newspapers and also won
. several national awards in the National Newspaper
Assocation competition. For the third time in seven years,

" ~ the Albany Democrat-Herald won a general excellence

award for dailies under 25,000 circulation from the
‘Assaciation in competltlon with some of the best smaller
- daily newspapers in the United States,
In August 1980, Capital Cities purchased Shore Line
| Newspapers, Inc., a centrally printed group of nine

- weekly or- semxweekly publications in communities along
the:-Connecticut coastline between New Haven and
. New London, for approximately $4,200,000 in cash,
The group generated revenues of more than $3,500,000
in 1980, and revenues have been growing at an annual -
- rate in excess of 15 percent.

-Several factors recommended this acqulsmon. The area

served is solid economically, and the penetranon:,gf daily
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newspapers in most of the communities involved is
low by traditional standards. We also see benefits to our
publishing organization from a better understanding of
weekly newspaper operations. Finally, Shore Line will
provide expanded opportunities for the continued
development of young editorial and publishing executives.

In 1980, Capital Cities decided to enter a new area—
free-circulation publications—Dby acquiring and starting
shopping guides. These shopping guides are generally
prepared in 814" by 11" booklet size (quarter-fold},.
home delivered, and consist almost entirely of display
or classified advertising placed by merchants serving a
particular geographic portion of a much larger
metropolitan area. Shopping guide operations. also
provide for the targeted distribution of advertising inserts
and promotional items, such as samples. The rapid
growih of this medium and its potential impact on
revenues of daily newspapers, such as our own, convinced
us that we should develop a meaningful presence in this
business and, hopefully, commensurate profit performance
in the years ahead.

In March 1980, the Company purchased, for
$5,500,000, Pennypower Shopping News, Inc.,
headquartered in Wichita, Kansas, which publishes and

distributes shopping guides via carriers to virtually all

households in Wichita and Topeka, Kansas, and in
Springfield, Missouri. In July, Pennypower expanded
into a new mnarket—Tulsa, Oklahoma. Total distribution
in the four markets is-approximately 480,000 copies

per week..

In early 1980, Capital Cities estabhshed Texas
Pennypower, which was initially mailed to 80,000
households in northern Dallas County, Texas. In 1981,
Texas Pennypower switched from mail fo carriers and

increased its distribution to 160,000 copies per week.

Advertising revenug for the Pennypower Shopping
News Group was almost $7,000,000 in 1980. Substantial

start-up expenses in Texas and Tulsa made the operations

marginally unprofitable.

Specialized Publications Group

Combined operating profit for the Specialized Publications

. Group was just under 1979 levels, making 1980 the .

second most profitable year in the group’s history.
Excluding 1980 acquisitions and new publication
start~ups revenues were up 8 percent and operating
earnings increased 5 percent, resulting in a slight decline
in operating margin. This performance is deemed very
satisfactory in light of general business conditions .and

*. rapidly escalating publishing costs, especially for postage

and newsprint. Several of e group’s pubhcanons
expene';ced reduced or flat operating earnings, but we
are pleasea ‘to note that Women’s Wear Daily, W
Electronic News, and American Metal Market all
produced excelient operating results.




Capilal Cities Communications, Inc.

In recent years, the Company’ has expanded its

__Spec:ahzed Publications Group through start-ups and

acquisitions of a number of publications. We are pleased
to report on thelr progress as follows:

Energy User News, started in late 1976, improved its
revenues by 38 percent and reduced its operating losses
to wrtually Zero in: 1980. Tt is budgeted to be a solid
profit contnbutor in 1981.

SportStyI a leeekly tabloid for the retail sporting

_goods infustry, started in laté 1978 doubled its
. fevenues and cut its losses by more than half in 1980,
‘Ris antlc1pated that SportStyle will reach the

" break-even pomt m 1981.

/

« Entrée, a. monthly tabloid dnrected at the gourmet’

cooking and housewares trade, was profitable,in its
first full year of operation; and Home F ashions
Textiles, a monthly magazine for the textile industry,
broke even in 1980, its first full year. Both of these
publications, which evolved out of Homeé:Furnishings,
have met with immediate acceptance in their.
respectlve markets and will be profit contributors.

in 1981.

, MIS Week, a.weekly .ne_WSpeper for the rapidly growing

management information systems market, commenced
publication in May 1980, and initial. reactions.of:
readers and advertisers to the editorial content and
advertising potennal are very encouraging. The start-up,
of this publication, with an initial controlled circulation

-of 100,000, required substantial investment spending,

Whn ‘Tosses will continue in 1981; we are forecastmg
significant progréss and are confident this publication
will make an important contnbutlon to our operations
in the years ahead. ' \\

A

Mu!tzchannel News, a weekly tabloid newspaper, was
started in September 1980, to.cover the rapidly s
expanding cable television industry. Initial reaction-to

. the format and content is excellent and while losy eg are

antlclpated in 1981, substanttal progress is' expected

Aches & Pains, a month}y clinical medx..al magazme

o focusing on treatment by physnc:ans of pain-related

conditions, began pubhcatmn in October 1980. This

. inagazine- requu'ed modest fundmg in 1980, and we
expect some addxuonal mvestment spendmg in 1981.

o In Tz anuary 1980 Heat Treatmg, a monthly ; "nagazme

for the metals heat treating mdustry, was acquired. The
publication was modestly profitable in 1980 andis

: expected to grow. satlsfactorlly in 1981

Th_e _Prefeesmnal Bress,r-lne._, publlsher of four
ophthalmic magazines and the Journal of

: Lear_-nihg szsdb;‘l_ities, _wés-ec_quired_ in May 1980. .

W

This group of publications is currently marginally
profitable, and increased editorial and sales
expendnures are now being made in anticipation of
higher revenues and improved earnings.

In May 1980, Daniel Newsan, who had been
Executive Vice President of Fairchild Publications since
January 1977, was named President and Chief Operating
Officer of the Specialized Publications Group, which

: -mnsxsts of Fairchild Publications, the International
: Meutcanl\t{ews Group, and the Professional Press Group.

Ny

Publishing Division

_]o_hn B, Stas, President
NEWSPAPERS

THE KANSAS CITY STAR/TIMES (Kansas City, MO}

James H. Hale, Presidens & Publisher
THE OAKLAND PRESS (Psiitiac, M1)
Bruce H. McIntyre, President & Publisher
NEWS-DEMOCRAT (Belleville, IL}
Darwin C. Wile, President & Publisher . :
THE WILKES-BARRE TIMES LEADER (Wilkes-Barre, PA)
Richard L. Connor, Publisher
THE ARLINGTON CITIZEN-JOURNAL (Arimgton, TX}
R.-Thonias Cronk, Publisher

SHORE LINE NEWSPAPERS (Guilford, CT}
John Coots, Publisher

‘ Carier Publications

FORT WORTH STHR-TEL.E'.GRAM (Forr Worth T.X)
Amon G; Carter, ¥r., Chairman of the Board & Publisher
Phillip J. Meek, President & Editorial Chairman :

Democrat-Herald Group

' ALBANY DEMOCRAT-HERALD (Altany, OR)

THE DAILY TIDINGS (Ashland, OR)

GRESHAM OUTLOOK (Gresham, OR)

NEWPORT NEWS-TIMES (Newport, OR)
SPRINGFIELD NEWS (Springfield, OR)

COTTAGE GROVE SENTINEL (Cottage Grove, OR)
LEBANON EXPRESS (Lebanon, OR)

- SANDY POST (Sindy, OR}

SZ'AMP COLLECTOR (Aibany, OR) ‘

~STAMP WHOLESALER (Albany,; OR)

" Glenn Cushman, President

' SHQPPING GUIDES -

PENNYPOWER SHOPPING NEWS -
(W:chua and Topeka, KS; Sprmg!ield MO Tulm, OKJ

Wlll.lam Kutz, Vice. President '

’ TEJL' AS PENNYPOWER (Dallas, T X).
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" SPECIALIZED PUBLICATIONS GROUP
- John B.-Fairchild} ‘Chairman & Chief Executive Officer
: Damel Newman, President:& Chief Operating Officer
- Philip L. McGovern, Senior Vice President & Treasurer
© "Richard J. Lynch, Senior Vice President-Operations
- George T. Groh; Vice President-General Services
. Anin L. Regon, Secretary

.. Falrchiid Publications (New York, NY)
i M-r hmdillng '
X _WOMEN'S WEAR DAILY

W, 5 .
'* ' Michael F. Condy, Senior Vice President
Rudolph J. Mlllcndnrf Vice President & Art Direcior
Eugene F. Fahy, Vice Pres:den: & Adverrismg Director

= DAILY NEWS RECORD

. MEN'S WEAR

- FOOTWEAR NEWS

\ SPORTSTYLE .

"Stephen G, Stoneburn, Senior Vice President.

- Herbert Blueweiss, Vice President & Publ’uher, DNR

" ‘Nathan R. Abelson, Vice President & Associate Publisher, DNR
Clara Hancox, Vice President & Director of Publishing, DNR
" Robeit J. Dowlmg, Publrsher. MW

‘. 'HFD—RETAILING HOME FURNISHINGS

* ENTREE

- _' HOME FASHIONS TEXTILES

SUPERMARK_ET- NEWS

" " David S. Branch, Senior Vice President

“Etnest D. Obermeyer; Vice President & Publisher, SN -
Rober%fFreeman, Vice- Presidenr & Pubmher. Entrée

0

i
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Industrial/ Professional
. AMERICAN METAL MARKET
: ;METALWORKING NEWS
? METALICENTER NEWS
T HEAT TREATING W
. Kenneth Share, Senior Vice President
. Jx_:mes M. Lamoree, Publisher, M/{CN & HT
. ENERGY. USER NEWS
. ELECTRONIC NEWS -
CMIS WEEK
_Martin P. Roseriblum, Senior Vice Pres:den:
.- James J. Lydon; Vice Presxder_:r & Editor, EN
: 'MU_LTICHANNEL:NEWS i
. Paul Maxwell, Publisher, MN'

. Services
FAIRCHILD NEWS SERVICE
' 'FAIRCHILD BOOK DIVISION

’

fternational Medical News Group (Rockviile, MD)
FAMILY PRACTICE NEWS .

INTERNAL MEDICINE NEWS

OB, GYN. NEWS
PEDIATRIC NEWS.
SKIN & ALLERGY NEWS
CLINICAL PSYCHIATRY NEWS
ACHES & PAINS )
MERCURY PRESS

* Chatles J. Siegel, Vice President & Pubhsher. IMNG

Meadie E. Pace, Manager, Washington Operaﬂans. IMNG & Mercury
Press k““ B
William Rubin, Edl'tor, IMNG

Professional Press Group (Chicago, IL)

OPTOMETRIC MONTHLY

OPTICAL INDEX i

M. O.R.E

INTERNATIONAL CONTACT LENS CLINIC

JOURNAL OF LEARNING DISABILITI ES
William Topaz, President & Publisher
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Capital Cities entered the cable television business in;/”
11980 by acquiring seven companies with unbuilt
franchises in six different states. All seven systems are
now under construction at a prolected total capital cost
of $28,000,000.

‘Omnicom: of Michigan, which was acquired in January

1980, had been granted franchises in Plymouth, Plymouth

Townshxp, Northville and Northville Township (all in
suburban Detroit, Michigan). Subsequently, Omnicom ~
has been awarded franchises in contiguous Canton
' Township, as well as in nearby Hamtramck. Total homes

passed will be approximately 36,000 when construction
is completed by the end of 1981. The first phase of the
system was activated last fall. Additional franchises are

k'tbemg sought in suburban Detroit.

Cleal;_Cablevxsmn, which was acquired in May, had
been granted franchises in Milan, Saline, Dundee, Dexter

. and Manchester (all near Ann Arbor, Michigan). Later,
franchises for Chelsea and Clinton were awarded, and
additional franchises in Washtenaw Colinty are being
pursued Initial subscnber service is scheduled for spring
1981 with system ‘completion by late fall. Homes passed

“will total about 9,000.

Satellite Cablevision, with franchlses in Greenwood
Whiteland and New Whiteland, Indiana (all suburban
Indianapolis), was acquired in June. A franchise for the
remainder of Johnson County was awarded in August,
Service will begin in March 1981; and completion of the
system, passing 13,000 homes, is scheduled for Iate 1981,

10

Marks Cablevision, in suburban Akron, Ohio, was
acquired in July. Marks held franchises for Green,
Coventry and Franklin Townships; and an additional
franchise for Springfield Township was granted in
November. The system will pass approximately 18,000
homes. Ohio law with respect to cable television
franchises in unincorporated townships was changed in
late 1979. Prior to the new law, the local utilities had
granted another cable company first pole attuchment
position in the franchised areas, Various legal actions are
being pursued to secure proper recognition of Marks’
franchizis by the local utilities. A favorable resolution of

‘the matier will permit construction.to begin.

Omnicom Cablevision of Illinois started with the grant
of the franchise for Highwood, 1llinois, a small c‘\“(-nnrth
of Chicago. The contiguous cities of Highland Parx and
Deerfield have since voted to award franchises to
Omnicom of Illinois; and specific terms of these franchises

 are currently being niegotiated. Total homes passed will

be 18,000. Construction of the Highwood system is

almost complete, with first service scheduled for March
1981. Additional franchises are being sought in contiguous
communities.

In July, Capital Cities acquired Sandoval County Cable
Television. The area being developed is the planned
community of Rio Rancho, a rapidly growing suburb of
Albuquerque, New Mexico. First subscriber service is
expected in April; and construction, passing 5,000 homes,
should be completed by the fall of 1981.

Coastal Bend Cablevision, with franchises near Corpus
Chl‘lS[I,ol ‘exas, was acquired in August. Construction
in Taft, Ingleside, Aransas Pass and Gregory will pass
6,500 homes. Service to subscribers will start in April,

" and the system will be completed by the fall of 1981.

~ When completed, the seven systems will pass more than
100,000 homes in the existing franchises, and total cable
plant will exceed 1,100 miles. All systems except Coastal
Bend are being constructed as 52-channel (400 MHz)
systems, although the original franchise agreements did -
not require this capacity. The modest incremental cost-of
the added potential is, in our opinion, justifiable, While
initially, service will be provided on 23 to 31 chaiinels,
these systems will have capacity for the expansion o=, :
services and revenues that we envision in the ycars ahsad.
In 1980, the Cable Television Division showed. ar

-operating loss of $2,531,000, as a result of division

start-up costs, together with franchising and initial system
development expenses. Capital expenditures for 1980
excreded $8,000,000.

In JuIy, C?pltal Cities announced an agreement to
acquire CaDlecom»General Inc., for $139,200,000. A
deﬁmt:ve agreement was signed in November and, subject
o recerpt of the required approvals from the Federal
Communications Commission, the acquisition is expected
to be completed by midyear. Cablecom is the 14th largest

i




: cable television opeérator in the United States, with

- 250,000 basic subscribers on 43 systems in 12 states,

mostly west of the Mississippi. In fiscal 1980 (ended
November 30¢), Cablecom reported earnings of

-$6,300,000 on revenues of $46,800,000. Aftertax cash

flow (net income plus depreciation and amortization
" of intangibles) totaled $11,700,000.

Given the substantial commitment to cable television

g by Capital Cities in 1980, we are obviously optixiistic
- ‘about its prospects. To date, industry experience
- ‘with cable penetration in urban markets is encouraging,

and acceptance of pay services in multi-tier sysiems
appears to be greater thanroriginally expected. We believe

. that the additional entertainment, information and other

services which are becoming available on cal. television
will make it more valuable to its subscribers and will
provide for substantial revenue growth in the years ahead.
It is our observation, however, that overly optimistic

' revenue projections have led to competing franchise

applications containing construction and rate proposals

" inadequate to provide acceptable rates of return on the

substantial amounts of capital required to build such
systems, A o

By and large, the systems we are niow constructing
have reasonable subscriber rates and forecast good rates

_-of return. Reasonable subscriber rates will enable us to

i
11

provide good customer service, a full range of cable I

-programming from all available sources, and the best
 possible local origination services. Accordingly, we plan',

to pursue a franchising policy that will show sufficient
rates of return to. make cable television investments

Ep co_mpai'able to broadcasting and publishing acquisition
- altefnatives, :

Ay

We believe ouir first year in cable television has been a

' good one. We have built a small organization which is

functioning well in franchising, construction and
marketing activities. We grow increasingly convinced of

- the soundness of cable television and its suitability as

* a third major business for Capital Cities.

Nz

COASTAL BEND CABLEVISION

Cable Television Division

William R. James, President
Harcharan S, Suri, Vice President & Director of Engineering

Peier J. Christianb, Vice President & Director of Corporate
Development ;

'CABLE TELEVISION SYSTEMS

OMNICOM OF MICHIGAN
(western Detroit, M1, subuibs)
Peter C. Newell, President
OMNICOM CABLEVISION OF ILLINOIS
(northern Chicago, IL, suburos)
Allan L Grafman, Vice President & General Manager
CLEAR CABLEVISION
(Ann Arbor, MI, area) )
Wilbur J. Benckendorf, Vice President & General Manager

B

(Corpus Chriéti, TX, area)
Robert Versace, Vice President & General Manager 4
SANDOVAL COUNTY CABLE TELEVISION
(northern Albuquerque,” NM, subnurbs) )
Robert J. Oltmati, Vice President & General Manager
SATELLITE CABLEVISION
(southern Indianapolis, IN, suburbs)
Gregory deF. Islan, Vice President & General Manager

- 'MARKS CABLEVISI_ON
" (southern Akron, OH, suburbs)

R
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i Broadc'asting Division 'new:s offerings, and each station improved its aucience *
. T = ' position in this area. In the November rating period, as. -
detailed below, our stations continued to maintain .
leadership positions in their news programmmg, ranklng T
first or second in all time periods.

No. of News Program Rank -

stations. AM.or Early’ Late .
inmarket Noon evening evening

WPVETV ;
(Ph:ladelphla) -6 1 1 1
K"‘RK TV _ C
- A \Houston) . 5 1 1 1
i/ WRBW-TV '
(Buffalo) 4 1 1 1
. WTNH-TV a
! " (New Haven-Hariford) 4 2 2 2
)
{ I(Durham-RaIelgh) 3 12 1
K SSN-TV '
Y ‘*’lFresno) 4 6 2 1 1

Source AHRB, November 1980

_ We remain committed to prov:dmg the personnel and
J}__/~financial resources necessary to maintain the highest
. standards of news programming in all of our markets.

The Federal Communications Commission has voted .,
to eliminate several rules which limit the importation of . -

J'os'm P. boucmn. President "7 . distant televifion signals by cable telévision and which
' - also provu'e exclusivity for syndicated programs in the
In 1980; the Broadcastmg Division achieved operatmg top 100, télevision markets, Since the Commission vote

TEL

mcomr- of $87,925,000, 2 9 percent increase over 1979,
Net' rr:venue increased 10 perccnt to $166,980,000.
Revenues were up 16 percent in the first quarter..
While advertiser demand during the remainder of the
year Was somewhat uneven, the Division was .able to

_ generate revenue increases of 9 percent in each of the

following three quarters. Costs increased 20 percent-in
‘the first quarter, 10 percent in each of the second ard
third quarters, and 7 percent in the fourth quarter.

Overall, our television stations achieved record levels

of revenile and opérating income. Radio operations
showed moderate sales gains, with a small declme in
operating income.

. Our television stations contmued to hold dominant

: audlence_ positions—all six were first in their markets—
.and most improved their audience shares during the year.

The CBS network enjoyed its strongest November
audience ratings in the last five yéars, and our

- CBS-affiliated stations in Durham-Raleigh and Fresno

‘were first in prime time. Despite some audience erosion
for the ABC television network, particulirly in the-
evening hours, we are pleased to report that all four of
our ABC-affiliated stations were also first in prime time.

We believe this is attributable to the continuing excellence
of all our stations in the development and presentatlon of

‘Tocal news and public affairs programs.”
" During 1980, our television stations continued to

expand both thelr news departments and their on-the-alr

12

‘has been challenged and the case is pending before the - -
U. S. Court of Appeals, lmplementatlon has been
postponed. If restrictions on the 1mportatlon of distant
signals and protection for program exclusivity are - .

-eventually eliminated, the emphasis on outstanding local .
programming at our television stations will become even
more important.

As part of our continuing eﬁorts to 1mprove our
broadcast facilities, we have planned for several years to
construct a 2,000-foot tower for KTRK;TV in Houston.
In late 1980, the Federal Communications Commission -
and the Federal Aviation Administration granted
the necessary approvals. We have entered into a -
joint venture with Metromedxa, Inc., operator-of an-
independent UHF station in Houston, to construct in - S
1981 a two-tower facility which will also accommedate -

;the public television station operated by the University of

_ "Houston, as well as a number of FM stations, .

Most of our radio stations contined to hold strong
audience positions in their markefs, KSCS -FM, in Fort
Worth, was ranked the number one major market L
country and western radio station in the country::

KZLA-AM/FM in Los Angeles, where we have had
audience problems for a number of years, changed
formats in September 1980, from adult-contemporary to -
country and western music. We believe this will i improve
our audience position in this highly competitive market
Noriman S. Schrutt formerly General Manager of

g




WKBW-AM in Buffalo, is now General Manager of
. these stations. #
. The Federal Communications Commission has voted
to deregulate several aspects of commercial AM and FM
. radio—eliminating community ascertainment procedures,
- guidelines limiting commercial time rules requiring
comprehensive program logs, and non—entertamment
. program obligations. This action has been appealed, and
it isnow anticipated that the appeal will be considered
- later this year. We agree ‘with the Commission’s
determlnatwn that its rules have become large! y
unnecessary in the highly competitive environment of
- commergial radio and with its expectation that .
broadcasters will use-their new programming flexibility™

audience, We support this effoit to reduce the burdens
of extensive paperwork for the FCC and for the
broadcaster, and 1f upheld, we anticipate no's reduction
in ouji commitmerit to news and public _affalrs A

In{Fort Worth, a plan has been approved to
3 rehablhtate an exlstmg‘!transmltter building on Gur own
~ property and add studios and offices. The new facilities
- for W AP-AM and KSCS-FM will be completed in

late1981, %

- -Prices for broadcasting propertles are ‘\tllI very hlgh
-~ but we will continue to seek out opportunities to acquire
- an additional UHF television station and an FM
“radio’ station. _ :

During the year, all of our stations once again
’ emphasized. the Company’s commitment to guality
' programming. In addition to producing news features
- and investigative reports on subjects of interest to our
_ audiences, our stations actively sponsored fund-raising
‘events for numerous charitable causes.

One example of the investigative reporting done at our
-~ stations, and the meaningful community results which
* often aré achieved, is the series on child abuse which
- was produced by WKBW-TV, in Buffalo. In the five-part
_ specnal news report (aired Monday through Friday),
_ Nolan Johannes, Public Affairs Director, defined the
- problem of child abuse and interviewed experts from
" medical, social service and volunteer agencies. This
_ report was followed by.an hour—long_ special on Saturday,

* to underline the complexity and pervasiveness of
saciety’s child abuse problem and to answer questions
- phoned in by viewers. Public service announcements
- then reminded viewers of the statewide hot line telephone
* number for anonymous reporting of suspected cases of
. child abuse. Other announcements urged viewers to
- volunteer their services to programs which offer help to
- families with a child abuse problem.
Child abuse case reports and investigations in Erie

‘County increased by 1,200 over 1979 partlv as a resuit

f‘*hese broadcasts. Also, this special series. omp_ted

- to offer more diverse programming choices for the radio

~in prime time, which brought these experts into the studios.

a major investigation and audit of county procedures
and scxial service management by the New York State

: Department of Social Services. A specific result-~{all

this activity is a closer working relatlonshlf’?‘ciween the
county commissioner, the county exectiive, and a

. citizen’s child protection advisory board which had openly

admitted frustration prior to the state audit and wntten
report, .- g -;\\_//
Nuitiérous industry awards were presented toour
stations during 1980 ini recognition of their programming
achievements and participation inlocal community affairs,
WIR-AM, Detroit, reet'lved the Sigma Delta Chi National
Public Serwce Award for its series on the credit life
insuranc< business’ and also the National Headliners .
Award for general excellence in reporting. WKBW-AM's
report, Hard Drugs Kill, was selected by Catholic
Broadcasters of America for their Gabriel Award for
outstanding public service. Action for Children’s 0
Television honored WPVI-TV’s Captain Noak's = \
Adventure Series for achievement in children’s 5 \L
programming. . '
A i
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- In April, James P. Arcara, who has been Vice President -
and General Manager of WPAT-AM/FM sirice 1970,
-was. named Executlve Vice President—Radio. Three new
. General Managers were appomted during 1980: &
§ .RonaIdR Pancratz tWJR-AM Detroit; Robert J.
‘Fongwell, WIR-FM, Detroxt, and FrankR Woodbeck,
knw-AM Buffalo. :

Br‘da‘dcastiug Divisio'n

1

A

T Joseph P Doughcrty, President :
S Jam:s P. Arcara, Executive Vice Prc.ndenr—-Radio
Roben 0 Nllee Vice President & Direcl’or oj Engineering

n

TELEVISION

WPVI-TV (Ph.lladelphm, PA). « CHANNEL 6 « ABC ' \Kb
. - Lawrence J: Pollock, Vice President & Genéral Manager
£ KTRKATV (Houston, TX) = CHANNEL 13 = ABC
S Kenneth M. Johnson; Vice President & General Manager : . .
. . WKBW-TV (Buffalo, NY) « CHANNEL 7+ ABC ' a
- - Philip R: Bt_:uth, Vice President & General Manager .
. WTINH-TV (New Haven-Hartford, CT) » CHANNEL 8 « ABC
i -l_’etér K. Ok, Vice President & General Manager h
- WIVD (Durham Raleigh, NC) » CHANNEL 11 « CBS
" Riclard F: Appleton, Vice President & General Manger
’ LFSN'-TV (Frﬁao. CA) « CHANNEL 30 « CBS
Walter C. Llss, Jr., Vice Pressdem & General Mariager _

RADIO : : N
WPAT-AM/FM (Paterson, NJ-Metropolitan NYC) « 930/931 i N\,
James P Arcara, Vice President & General Manager M

KZLA-AM/FM {Los Angeles, CA). » 1540/93.9
" Norman S, Schrutt, Vice President & General Manager
WIR-AM (Detroit, MI) « 760 « NBC -
Ronaid R. Pancral.z, Vice Pre.ndem & General Manager
'WJRFM (De!ronl MI) v 96.3 » NBC '
- Robert 3. Longwell, Vice President & General Maraager _
) WBAP-AM/KSCS-FM (Fott Worlh—DaIlas, TX). » 820/96.3 « NBC
Warren Potash, Vice President & General Manager
| WKBW-AM (Buffalo, NY) + 1520 ~ - i
Franl} R. Woodbeck, Vice President & General Manager
WPRO !&M/FM (Providence, RI) « 630/92.3 )
Aarcn M. Daniels, Vice President & General Manager
. WROW-AM/FM (Albaay, NY)} « 590/955 » CBS .
Robert M. Peebles, Vice Preésidén: & General, Manager )

: .“SAPI_TAI_- CITIES _T.ELE.VISIO,N'PRODUCT!ONS;

Charles Keller, General Manager =~
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We Talk to People

. Capital Citics Televnszon Productlons public affairs and
“-childrén’s programming reached more viewers in 1980
. than ever before and also received significant recognition.
‘. Our *network” of independent and affiliated stations,
. which carries both the Capital Cities Special Reports
. and the Capital Cities Family Specials, again increased
in 1980. An average of more than 1635 stations,
representing coverage of more than 93 percent of the
- television homes in the United States, preempted their
' regular prime time or prime access time programming to
" carry Capital Cities Specials. We believe this continuing
“relationship with our fellow broadcasters to be a unique
development in the field of independently produced
* documentary and children’s programming. We estimate
. that a total of 96 million viewers watched these Capital
Cities Specials during 1980.
' We are pleased to report that effective with the Capital
_ Cmes Family Special, Soup Man, which aired in February
- 1981, all of our programs will be captioned for the
 hearing-impaired using the closed-caption technique.
- This. method makes the captioning available to the
he‘.armg‘lmpmred through a converter on their TV sets,
" but the captioning is not visible on sets without the
. converter.
Our programs continue to be produced at budget
levels equal to network presentations of similar types,
* and while our investment in these efforts is far from the
_-only criterion by whicki' to judge them, we can report that
" our 1980 costs exceeded £, 200 ,000. We retained half
of the commercial time for sale to national advertisers,
‘which enabled us to generate net revenues of $800,000.
- Thus, the Company underwrote approximately $400,000
of the total expense.

E\\Capltal Cities Special Reports

- The tragic consequences for teenagers running away from
home and the reasons for their running were the gi/bject
of bur Capital Cities Special Report ¢ntitled Runa_way-.

Report, the show examined the circumstances behind

- the alarming fact that more than oné million teenagers
- run away from their homes every year.

Our producars filmed on location from the Port

* Authority Bus Terminal in New York to.the Runaway
‘-H :Line in Houston, Texas; to document the causes
and cc}nsequences of this major development i in our

: youthful socigty. o

. Fither Bruce Ritter, of New York’s Covenant House,
- described the degrading life most runaways are forced
' into when they arrive in New York without friends or

- contacts; officers from a special police runaway unit

" reported on their findings; and life inside a Youth

Hosted by Robert MacNeil, of the PBS MacNeil/Lehrer

'( Cur corporate cr*mmrtment to the nation and rhe cemmunities ye serve)

Shelter—often the only refuge, from the streets available .Jf;'?

to runaways—was- documented. RN

The program was telecast May 29 over 195 stations,
representing 96 percent of the'television homes.in the
United States, which was our largest network to date.
Furthermore, more than 30 of those stations, in some
cases using materials we supplied, prepared supplementary
programming as an additional service to their viewers.
That pmgramm’ing ranged. from a heavy campaign of
public service announcements on behalf of local youth
shelters and hot lirié services to Iocally produced programs
telecast in conjunction with our documentary. One such
program, which featured a phone-in service to allow
viewers to talk directly with the experts in the studio, had
to keep its phones open until midnight, long after the ‘
show was over, to accommodate all the calls. o

Runaway achieved a 12.4 national rating, representing

@ 25 percent share of audience. That was the best rating

for agf,r of our news documentaries and, in fact, tied for
fifth-among all documentaries produced by the three.

major networks during the period J anuary to June 1980.

We estimate that almost 20 million/viewers saw the show. .

Capﬂal Cltles Family. Specials/

Capnal Cities ,“ Samily Specials finished their second scason
in 1980, and. rec?xved dlstmgmshed honors from two
naticnial o:gamz‘(tlons This series of half-hour original
dramas focuses on the complex problems faced by

_ teenagers and their families as the young people pass

through this transition stage in their lives.

The entire series was singled out by Action for
Children’s Television for its Special Achievement
Award. Headquartered in Boston, ACT is a national..-.
organization whose charge is to improve television/ior
children. The citation from ACT read: “To Cipital Cities
for Family Specials, original dramas that illuminate with
candor. and perception ihe problems of young adults.”

In:w*nnetltlon with all network and nationally
synd: sated programs in the category of Programming for
Youiig People, one of the shows, A Friend In Deed, was
selected by Catholic Broadcasters of America for its
prestigious Gabriel Award. The citation read in part:
“The true value of self-worth and real friendship is
portrayed. . . . Believable characters in a situation that
nearly everyone faces in their struggle toward matnrity. .
Excellent castmg and.acting are combmed with an artful
script. .

Our second season (1979-1980) of Family Specials
was carried by a network of 150 stations, representing -

90 percent of the television homes in the United States,
which was a meaningful improvemerit over the previous
season. We estimate that more than 76 million people




Capitai Cities Commuzications, Inc.

Capital Cities Special Reports and Family Specials produced ov

Thompson.

saw our Family Specials serics in 1980, and we were
gratified at the continuing support of national advertisers
for these programs.

Our third season began in December 1980 and will
continue through the suramer of 1981. These programs
will explore such themes as the lack of communication
between a son and his father, a daughter whose parents
gave her everything but love, and a charming allegory

~ involving a strect-wise young man faced with the choice

of resisting the pressure of his pezrs in his gang when his
instinets and emotions lead him to protect the old people
who are the gang’s victims.

These half-hour dramas, written, directed and
perfirmed by seasoned screen professionals, will be seen
durihg prime access or prime time on a network of 164
stattons, representing 92 percent of the United States
television homes. This improvement over our previous
year’s coverage and the continued suppart of national
advertisers is testimony to the success of this series and
the service it performs. :

We have produced our first hour-long Family Special.
A Girl on the Edge of Town features Patty Duke Astin
and Sherry Hursey in a moving story about icenage
pregnancy. The extraordinary performances of the actors
and the alarming fact that more than one million teenage
girls become pregnant every year encouraged us to make
this a onc-hour special, We will provide stations with
support material for additional local programming which
addresses this major national concern. A Girl on the Edge
of Town will be telecast this spring.

Response to this series from stations; advertisers and
viewers has :ncouraged us to authorize production of a
fourth series to be telecast during the 1981-1982 season.

16

er- the past year included (left to right): Reunaway, hosted by Robert
MacNeil; 4 Girl on the Edge of Towsr, featuring Patty Duke Astin; and Who Loves Amy Tonipht? wvwilh Luaura Dern and Marshall

We recognize our responsibilities as'a group broadeaster-.
to-our communities and io our nation. We intend to
continue, as & matter of policy, to produce programming
of distinction and value to a national audience.

Capital Cities TV Reading Program

We completed the final phase of the evaluation of the TV
Reading Program in 1980,

The Television Reading Program, pioneeré,  -Dr.
Michael McAndrew, uses scripts from popular network
feievision programs as the basis for a supplementary -
reading program for grades 4 through 12. The appeal of
the sciipis, along with the specially prepared excrcises in
vocabulary and comprehension skills, helps inspire
children to read.

In the first phase of the evaluation, the Center for
Educational Research and Evaluation at Penn State
University tested the effect of the TV Reading Program:
materials on approximately 12,000 students. The study
showed that children using the maierials performed 10
percent better in ‘tests of reading skills than students not
using them. Furthermore, nearly all of the teachers who
used the materials in the tests said they would continue
using them.

In the sccond phase of our evaluation we test-marketed
the materials to schools on a nonprofit basis. Teachers and -
administrators responding to our test mailing ordered '
materiais for 25,000 students. The indications are that a
modestly priced, nonprofit approach to the distribution of
the materials provides sufficient school participatien to
make the program self-sustaining.

We arc now supporting Dr. McAndrew in his effort to
establish the TV Reading Program as'an independent,
self-supporting entity.
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caplgal'tiltlos .commulilt.fanom, Inc.

_Financi:al Hi‘ghlights

Net Revenues
Ten-ysar annyal compounded growth rate: 19%

500

" $Millions

1970 71 72 73 74 75 76 77 78 79 @0

$Millions

Operating Income
Ten-year annual compounded growth rate: 18%
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74 75 16 77 78 79 80

Net revenues for 1980 increased to $472,108,000,
or 14% over the $414,890,000 reported in 1979.
Broadcasting Division revenues rose $15,653,000,
or 10%, to $166,980,000 in 1980, while revenues
for the Publishing Division increased $41,535,000,
or 16%, to $305,098,000. Or7 a pro forma basis,
excluding 1980 acquisitions anrd start-ups, the
Company’s revenues increased by 10%, while
Publishing Division revenues(.;‘ros"e 9%.

W

M
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s

Operating inicome in 1980 rose 9% to $137,375,000,

from $125,653,000 in \979 Broadcasting Division
operating income increased to $87,925,000 in
1980, or 9%, from $80,319,000, while Publishing
Division operations reported $58,186,000, a gain

of 15% from the $50,668,000 reported in 1979.

On a pro forma basis, excluding the 1980 start-up
losses of the Cable Television Division and new .

-publication start-ups and 1980 acquisitions, the

Company’s operating income increased 12% over
the prior year. The Publishing Division operating
income, on a pro forma basis, was up .18%.

Net income before ekl_raordina’ry gain for 1980

increased 11%, to $70,783,000, from the $63,758,000

reported in 1979.

Net Income Before Extraordinary Gains
Ten-year annual compounded growth rale; 20%

$Miltions

73 74 75 76 77 78 79 ¥

B B _ L
Income per share before extraordinary gain in 1980
increased 15%, to $5.38, from the $4.68 reported
in the prior year. _

‘Income Per Share Before Eitraordinary Gains
Ten-year annual compounded growth rate:r 21%
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Return on Revenue
20

‘Percent

1970 71 72 73 74 75 76 77 78 719 B0

Return on revenue, the percentage relationship of -
net income to net revenue, was 15.0% for 1980,
compared to 15, 4% reported in'1979. Capital
Cities’ retirn on revenue has remained relatively.
~constant since 1970, with periodic minor downturns
resulting from acquisitions and start-up activity.

Cash Flow From Operations.
Ten-year annual compounded growth rale: 20%

100

$Miliions

1970 71 72 73 74 75 76 17 78 79 80

Cash flow from operations is.defined as funds.
provided from operations. It consists of net income
plus depreciation, amortization of intangibles

and other non-cash items. In 1980, cash flow from
-operations increased 11%, to $86, 589 000, from
$77,888,000 in 1979,

Return on average stockholders’ equity for 1980 was
21.4%, compared to 22.8% in 1979,

Return oﬁ ‘Average Stockholders’ Equity

26 — ) : >
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Capital expenditures in 1980 amounted to _
$23,611,000, up 30% from $18,178,000 in 1979.

3Millions
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; Resulls of Operations

i

: caplii[ Cities Communications, Inc.

- Financial Overview

Management‘s discussion of the results of operations for

. 1980 compared to 1979, and 1979 compared to 1978,
“is included on pages 25 and 26 of this report.

Capital EXpendllures

In 1980, capital expenditures amounted to $23,611,000, -

up from the $18,178,000 spent in.1979. For 1981, the

. Company’s capital budget anticipates expenditures of ..

approximately $40,000,000. This 1981 estiraate does not
include capital expendltures for Cablecom-Geéneral, the -
acquisition of which is ant:expated to take place before
midyear 1981.

The largest portlon of the 1981 capital budget will be
spent for the completion of construction of new systems
by the Cable Television Division. The Company anticipates
the systems currently under development will cost
$28,000,000 to construct, of which $8,300,000 was spent

~ in 1980 and $18,000,000 will be spent in 1981.

‘Broadcasting Division capital expenditures for 1981
will include a new 2,000 - foot tower and transmitter
facility for KTRK-TV in Houston; the start of a new .

-studio building in New Haven for WINH-TV; and the

completion of studio facilities for WBAP-AM and
KSCS-FM in Fort Worth. .
Publishing Division capital expendltures in 1981 are

* primarily for the contmmng upgrade and expansion of

electronic data processing systems for production,
circulation and business office requirements.

Capital Structure

Capital Cities’ capital structure is made up of three
components: stockholders’ equity, interest-bearing debt
and deferred income taxes,

Stockholders’ equity at December 31, 1980, amountec_l
to $360,763,000, an increase of $60,584,000 from the
1979 year-end total of $300,179,000.

Interest-beanng debt, both current and, Ieng-term,

" totaled $58,667,000 at the end of 1980. At December 31

1980, it consisted primarily of term bank loans and

. notes due to former stockholiders of acquired compames, .

s ‘maturing through 1985. All interest rates are fixed and

at the end of 1980 averaged approximately 8%.
*Deferred taxes amounted to $9,425,000 and are

' E ificluded in the cap:tal structure, as they are considered
- to be-essentially 2 permanent liability.

0

Capital Cities’ relatnonshlp of debt to total capital at
December 31, for the last five years was as follows

(dollars in millions)
. 1980 1979 1978 1977 1978

Debt ....oovviive.., $587 $ 780 $1030 $1263 $ 594

Total capital ....... $428.9 _$388_.6 $372.5 $372.7 $276.3

Debt to total :
capital ratio ...... 4% _20% _28% _ 34% 21%

. In 1981, the Compaﬂy expects to borrow approximately
$100,000,000 to finance part of its $139,200,000
acquisition of Cablecom-General, either through an

. existing bank revolving credit agreement or in the long-

term public debt market. If this borrowing were to have

-taken place at December 31, 1980, the Company’s debt

to total capital ratio would have been a conservative

30%, which would still allow for a substantial additional
increase in debt should attractwe investment opportunities B
appear. '

Return on Equity

Return on equity is an important measurement of the
effectiveness with which the stockholders’ equity is bemg
employed. It is expressed as the percentage re]atmnsh:p

* that net income (before extraordinary items) bears to

stockholders’ equity. Capital Cities’ return on equity

has benefited both from the Company’s program of

repurchasing its common stock over the past five years

and from its ability tp finance its growth from'internally

generated capital and-debt rather than new equity capital.
Capltal Cities’ return on average stockholders’ equity

for the last five years was:

{d'ollars_in millions) L . .

1980 1979 1978 1977 1976
Average stockholders _ .
equItY L...iiiede. $330.5 $280.0 $248.3 $222.7 $198.7 -
Net income ,........ $70.8 $63.8 $ 540 §432 $ 356
Rate -of retum ......

214% 228% 218% 194% 17.9%.

" Return on Total Capital

Another measure of. management performance is the rate
of return derived from total capital employed in the
business. Total capital is defined as the sum of
stockholders’ equity,. mterest-bearmg debt and deferred

 income taxes. Return is defined as the sum of net income

plus interest expense after_t_axes By including the aftertax




" cost of interest in calculating this return, the performance
- of‘a business is measured without being affected by its

. financing policies.

The Company believes this is as important a measure

. ‘Capxtal Cmes retum on average total capltal over the
" last five years was:

: (dollars in millions)

' 19!0 1979 1978 1977 1978
$408 7 $380.6 $372.6 $324.5 ¢274 5
$ 736 $672 $ 583 $ 480 § 376
180% 177% 15.6% 14.8% 13.7%

Average total capital.

A refinement of this approach to performance
measurement is the return on operating capital. This
calculation removes from total capital the nonoperating
" assets (short-term cash investments, marketable
_equity securities and other assets) and from the return
_the aftertax income associated with these assets.

The. table below indicates Capital Cities’ return on
average operating capital for the last five years:

(dollars'in millions)
1980 1979 1978 1977 1976

-Average operating

* capital $348.4 $321.3 $309.5 $254.6 $209.8

$702 $642 $ 557 $464 § 358
Rate of return 20.1% 20.0% 180% i82% 17.1%

intangible Assets

At December 31, 1980, Capital Cities’ intangible assets,
"before accumulated amortization, totaled $280,770,000 —

$116,367,000 in broadcasting, and $164,403,000 in

publishing. Together, these intangible assets accounted

. for more than 50% of the Company’s total assets.
Intangible assets represent the excess of the purchase:

price over the value of tangible assets. In accordance

. ‘with Accounting Principles Board Opinion No. 17,

~ Capital Cities amortizes intangible assets acquired since

- 1970 over periods of 40 years. This practice is arbitrarily

mandated by Opinion No. 17 without regard to whether

~these assets have or have not declined in value.

- Al of Capital Cities’ intangible assets have resulted -

. from the acquisition of broadcasting and publishing

properties. Historically, such intangible assets have tended
to increase in value and have long and productive lives,
We believe that the Compaily’s intangible assets have
appreciated substantially in value since they were acquired
and that the requirements of Opinion No. 17 when
applied to such publishing and broadcasting assets
significantly understate net income and stockholders’
equity.

Of total intangible assets, $152 971,000 was subject
to amortization. This had the effect of reducing net
income by 33,464,000, or $.20 a share, in 1980, This
amortization of intangible assets is not a deductible item
in computing income taxes.

Stock Repurchase

In late 1976, the Company began a program of
repurchasing its common stock. As of December 31, 1980,

2,952,000 shares of common stock had been acquired

for an aggregate purchase price of $102,555,000, or an
average price of $34.74.

In Décember 1979, the Board of Directors authorlzed
the purchase of an additional 600,000 shares. To date,
328,000 shares have been purchased.

These shares are held in the treasury to be issued
under the Capital Cities Employee Stock Purchase Plan,
for Employee Stock Options, or for other corporate
purposes.

- The repurchases of stock have contributed to the
earnings per share gains of the Jast five years. The

‘Company continues to believe that stock repurchase

is one of the better opportunities to reinvest its earnings
effectively for the benefit of its stockholders.




o '_CGp!tal'CI'llés 'Cprhhuﬁicatlon's, Inc.
v Financial Summary 1970-1980
{Dollars in Thousands Except Per Share Data) e .
v. s
w | o 1980 107 Mo
'RESULTS FOR THE YEAR
- Net revenues _ . : o
Broadcasting ............ O eaiesasieaa -~ $166,980 $151,327 $133.360 L
- Cable Television .. ......cvveieivimerersronannnrosans 30 : i
Publishing . ..oooovvveneeerennans R rieee... 305,098 263,563 234,116
Total ....covviieeniinns eeaeaaneen iieeean.. 472,108 414,890 367,476
Operating incomé’ (loss) | o ‘ N e |
Broadcasting. ... .. .. ot bs it ers e Ceeaise--r., § 87925 $ 80,319 $ 70,080
Cable Television ..............0ccnu.ny et sieedereenas - (2,531)
Publlshlng P e b e hetaseana reabe s 58,186 50,668 48,781
. Income from operanons fieeerenssssireerensineanae - 143,580 130,987 118,861
General corporate EXPEMSE + o vivnerenyrenimsnnseonannns 6,205 5,334 4,563
Total .vurnieiiiiiiiniieiaeinereseeareiea.n, 137,375 125,653 114,298
Net inconie (a) .. ....... e ... $70,783 $ 63758 § 54,033
Net income per- share—Fully diluted (3) (b) ................. $5.38 54.68 $3.80
~ Average shares—Fully diluted (000’s omitted) (b) Chearsraans 13,165 13,615 - 14,220
#" 'Return cn average stockholders’ equity {¢) .................. - 2L4% 228% - 21.8%
MAJOR CHANGES IN FINANCIAL POSITION | A
Funds provided ' . e :
Operations .............. e iaieieeisieniiieeeaie.. § 86,589 $ 77,888 - $ 66811 i
Increase in notes payable‘ PR ks P S 3,834 1,900 2,696
L Sale of operating properties ....:...... R 7 _ ' 15,526
" Funds applied ' o ” N K
Acquisitions .........i..0. .. [P .. $°3289 0 $ 9,622
Purchases of common stock fOr treasuey .. ..voveivernnnnss ‘14,753 $ 24,736 . 31,097
- Capital _expel__ldltures ............ e reir e sanan cevee.s 23611 - 18,178 16,314
_ Reduction of notes payable ...... e by e b ey 21,667 21,585 26,928
‘Dividends on common stock ......iv0euen. s rese e aen 2,573 ‘ 2,669 - 2438
ATYEAREND - | R L R
Working capltal ............. e A P -1 099\ - $ 36,110 $§ 18,980
- Naotes payable ...... - 58,667 77955 102,983
: Stockholders equity . ... it taeaaa e e 360,763 300,179 259,691 .
Number of shares outstanding (000’s omitted) (b) ...... veede 012902 . 13,058 13,514 -
. Closing market price of common stock (b) ..... G vaeadesede.. o 85834 0 §48% 0 $39%
Pnce range of common stock (b) ......... I e S40—72‘ '$36%— 9% $27V%-47%

(31.19 per share) in 1971 and extraordinary loss of $2,036,000 (8.14 per share) in 197
(b). All per share information has been adjusted for two-for-one stock split in 1978. :
(c) Income before extraordinary items divided by average stockholders’ equity: _ - . .

: '(a) Income before exrraordlnary gains of 32, 430,000 s. 18 per share) in 1980, 33,320 000 (8.22 per share) in 1977 818, 168,000




$11-21%4

e

(f -

$15-31%%

$24-3216 $1412-24%

=
LT e 1078 1975 1974 1013 1972 1971 1970
SLI2322 $104307  $ 86820  $ 78,576  $ 76066  § 69885  § 56219 S 44,649
Yo L 193,624 107,860 88,066 60,009 51,432 48,603  ° 41,857 41,209
-‘ 306,146 212,167 174,886 138,585 127,498 118,488 98,076 85,858
$ 56,757  $50,277  $39,184  §36359. § 36469  $ 31,553  $23912 $ 21,464
43,681 25,592 17,699 12,752 9,800 8,192 7,695 4872
100,438 75,869 56,883 49,111 46,269 39,745 31,607 26,336
3,673 2,826 2,748 2,492 1,704 1,659 1,299 1,051
96,763., 73,043 54,135 46,619 44,565 38,086 30,308 25,285
$ 43234  $ 35620 $ 25402 §$ 22,025 $ 20,146 $ 17,015 § 13,129  § 11,511
$2.91 $2.30 $1.64 $1.43 $1.30 $1.11 $ .86 $ .78
14,852 15,478 15,466 1+ 15,376 15,438 15,394 15250 _ 14,698
19.4% 17.9% 14.4% 14.4% 152% - 153% 157% - 189%
'$ 53,763  $ 43309 $ 32,008 § 25833  § 23215  § 20,167 § 16324  § 13,804
90,628 40,500 82,297 |
14,389 j 32,032 791
‘$125877 § 6,0%9 $ 61,602 $ 1,136 $ 1300 i/ $103,83¢ § 3,979
17,111 14,858 | N : '
8,200 4,049 . $§ 5546 3,206 2,859 2,465 1,351 939
33,470 16275 16275 11,663 12,125 17,913 25,073 4,442
1,467 . 1,524 384 '
% 8998 . §38058  $34547 $23,864  §$33028 $22075 § 14816 $ 12,708
126,257 - 59,404 75,679 87,342 56,967 75,092 101,797 - 23,500
236,834 -~ 208,501 188,921 163,860 141,906 121,620 100,166 66,090
14212 14,832 15374 15,363~ 15,364 15,356 14524 14,170
2 . $30 $28%4 $21% $114  $15% $30% $2414 $14%.
S $2214-30%s $21%%-28%4 $834-19% $9%-18%4

23
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Selected Financial Data
" (Dollars in Thousands Excepi Per Share Data) )
‘ ’ Years Ended December 31, _
§ 1980 1979 1978 1977 1076
Resudts of Operations . . L ‘ _
NEt TEVENUES . oo vniinrenn e sreannrsanss $472,108 .'pf‘s 4 890 $367,476 $306,146 $212,167
A :Inéome before extraordinary gain ............ $ 70,783 $ 63,758 $ 54,033 $ 43234 $ 35,620
“Extraordinary gain, net of taxes ...l 2,430 e — - 3,320 —
Net income ......... e etetaeneranenn .ea.n <8 73,213 8 63,758 $ 54,033  $ 46,554 $ 35,620
Income per share . |
Income before extraordinary gain .......... $5.38 $4.68 $3.80 $2.91 $2:30
" Extraordi~ary gain ................. S a8 — — 22 i
Net incomé ............. et e et reennae $5.56 $4.68 $3.80 $3.13 "~ $2.30
Cash dividends declared per common share . . . . . $ .20 0$.20 $.175 $.10 $.10
. . ‘ AL
At Year-End _ “
Total" TS e e $519,958  $473,134 . $444,797  $435,006 $328,522
: Notes*'\( ble*due after OME YA . v .vvvnnnnnnn $ 38,537 § 56,370  $ 76,055 $100,287 '$ 43,129
Average 8. es
: Shares of stock used in calculation of
- - income per share are as follows
" (CN0’s omitted) ;}
Average common shares and common share i o
. -equivalents outstanding during year e s P
“{ Common shares ...................... 12,883 13,358 13,993 - 14,710 15,332
" Stock OPHOMS . o\ e'seeeeeeennnrnnnnns T 282 257 = 227 142 146 -
Total common shares and common :
- ghare equivalen‘ts ...................... 13,165 13,615 14,220 14,852 15,478
All per share mformatlon has been adjusted for :
the two-for—one stock split in 1978 53
. &
:;_: \\"i"




Management’s Discussion and Analysis of Financial Condition and Results of Operations

1980 Compared to 1979 }///

" Results of Operations 7

Net revenues in 1980 increased $57,218,000, or 14%
- over 1979, Broadcasting Division revenues were up
$15,653,000, a 10% increase over 1979, w‘th televi-
.. sion operatlons showing an increase of 12%" and radio
- operations’‘an increase of 5%. Publishing Division
revenues, excluding new publication start-ups and 1980
acqmsntlo"s, increased 9% primarily as a result of

~=highe;" advertising and circulation rates offsetting a 3%
decrease in newspaper advertising linage. Specialized
. publications and daily newspapers showed revenue gains
- of 8% and 10%, respectively.

Costs and expenses for 1980 were up $45,496, 000

or 16% over 1979. Expenses for the Broadcasting Divi-
" “sion were up $8,047,000, or 11%, reflecting higher
television programming and news costs and general and
administrative expenses. Publishing Division costs and
~expenses, excluding new publication start-ups and 1980
acquisitions, were- up"‘?% over 1979, with favcrable
cost comp'u‘lsons resulting from lower volume together
with substantially reduced expenses at the Company's
Wilkes-Barre newspaper, which has been operating
under strike conditions since October 1978. Excluding
. the publishing start-ups and the 1980 acquisitions. and

“investment spendmg at the Company’s new Cable Tele-
vision Division, total Company costs and expenses 1ose
- $24,066,000, or 8% from 1979.

- Operating income for 1980 mcreased $11,722,000,
or 9%, from 1979, with b!‘O,ddC:lStIﬂg_ and publishing
operations showing gains of 9% and 15%, respec-
tively. Excluding the Company’s Cable Television
Division start-up losses, and Publishing Division start-
ups and-1980 acquisitions, operating income increased
12% -over 1979,

‘Net financial expense (interest expense less interest

income) for 1980 declined $1,773,000 compared to
1979 as a result of the reduction in long-term debt
and higher rates realized on short-term investments. The
Company's effective tax rate was 49% in both 1980
~and 1979.

Income before extraordinary gain for 1980 was up
$7,0285, 000 or 11%, while income per share before
extraordinary gain increased $.70, or 15%. The higher
percentage increase in income per share resulted from
a 3% reduction in average shares outstanding as a

result of stock repurchases by the Company in 1980

and 1979,
Impact ‘qf Inflation

For infbormation on the impact of inflation on the
Company, see Note 13 to the Consolidated Financial
Statements.

Liquidity and Capital Resources

Working capital increased $980,000 to $37,090,000
at December 31, 1980. Internally generated funds from
operations increased $8,701,000 from 1979. The\1980
funds from operations of $86,589,000 represented 87%
of the Company’s total sources of funds and, a]ong

~ with the $12,808,000 from other sources, was sufﬁcxent

to provide $23,611,000 for capital expenditures,
$32,890,000 for publishing acquisitions, $14,753,000
for treasury stock repurchases, $21,667,000 for debt
reduction and $2,573,000 for dividends to stockholders.

At December 31, 1980, total interest-bearing debt
was $58,667,000, a decrease of $19,288,000, or 25%

from 1979. At year-end, such interest-bearing debt

represented 14% of total capitalization as compared
to 20% at the end of 1979,

Capital expenditeres in 1980 of $23,611,000 in-
creased $5,433,000, or 30%, from 1979, The Company
anticipates 1981 capital expenditures for property, plant

and equipment will be approximately $40,000,000,

of .which $12,000,000 was firmly committed at
December 31, 1980.

Dunng 1981, the Company expects to complete the
acquisition of Cablecom-General, Inc., for approxi-

mately $139,200,000. The purchase will require ap--

proximately $100,000,000 of new borrowings with the
balance of funds to be provided from internally gener-
ated sources, "




" Capital Cities Communications, Inc.

1979 Compared to 1978
- Results of Operations
~ Net revenues in 1979 increased $47,414,000, or 13%
over 1978, with the Broadcasting and Publishing Divi-
sion ‘both showing ‘significant gains.
Broadcasting Division revenues were up $17.967,000,

a 13% increase over 1978, Television station revenues

rose 17% from the prior year, reflecting substantial
. gains in both local and national business. Radio station
" revenues increased 3% for the year.

Revenues for. the Pup ..hmg Division increased
$29,447,000, or 13% over 1978. Newspaper revenues
were up 13%, with advertising and circulation revenues
up 15% and 7%, respectively. Advertising linage rose
6% in 1979, with the largest gains coming from
“classified advértising. Revenues for the Company’s spe-
cialized publications increased 12% over the prior year,
with advertising and circulation revenues up-12% and
*15%, respectively. Average unit advertising rates in-
creased moderately in- 1979, 8% and 4.5% for the
newspapers and specialized. publications, respectively,
reflécting the Company’s compliance with the yoluntary
price control standards begun in October 1978

Total costs and _expenses for ]979  were up
$36,059,000, or 14% from 1978..

Broadcastmg Division expenses 1ncreased $7 728 000,
or 12%, in 1979. These increases resulted primarily
from higher television programming and news depart-
ment costs, together with increased selling, general and
administrative expenses:

Publishing Division expenses rose $27,560,000, or
15%, from 1978. These cost increases resulted princi-
‘pally from higher volume-related productmn and dis-
mbutzon costs, newsprint price increases, investment

spending for the substantially expanded editorial and
- distribution efforts at the Kansas City and Fort Worth
newspapers, and the inclusion of the Wilkes-Barre -

newspaper for a full year in 1979 compared to seven
‘months in 1978.

Operating income for 1979 was $11,355,000, or 10%

_ higher than 1978. The Wilkes-Barre Times Leader,
~ which has been published under strike conditions since
~ October 6, 1978, incurred a 1979. operating loss of
.$6,400,000 (approx:mately $3,450,000 after taxes, or
$.25 per share). This compares to a $3,600,000 oper-

o

ating loss (approximately $1,800,000 after taxes, or
$.13 per share) for the seven months of ownership in’
1978. Excluding the Wilkes-Barre results from 1979
and 1978,, soperating income increased $14,155,000, or
12%, in 1979, and operatmg income margins were
unchangcd at 32%.

Net financial cxpense (interest cxpemc less ‘interest
income) for 1979 declined $2,430, Oo\from 1978,
principally due to the decrease in outstanding debt,
together with significantly higher interest rates earned
on the Company’s portfolio of short-term investments.

Income taxes in 1979 decreased from 51% to 49%
of income before taxes. The lower effective tax rate for
1979 resulted from the decrease in federal income tax
rate (48% to 469 ) and an increase in investmient tax
credit from $800,000 in 1978 to $1,500,000. The |
reduced tax rate contributed approximately $2,900, 000

to net income in 1979, or $.21 per share.

~ Net income for 1979 was up $9,725,000, or 18%, ;
with~the corresponding net income per share up $.88, B
or 23%. The greater percentage gain in net income per ™
share was due primarily to a 4% reduction in average
shares outstanding, as a result of stock repurchases by
the Company in 1979 and late 1978

Liquidity and Capital Resources

Working capital increased $17,130,000 to $36,110,000 -
at. December 31, 1979. Internally generated funds

from operations increased $11,077,000 from 1978. .
The 1979 funds from operations of $77,888,000 repre-
sented 91% of the Company’s total sources of funds.
and, along with the $7,429,000 of other sources, was
sufficient to provide $18,178,000 for capital expendi- -

- tures, - $24,736,000 for treasury stock repurchases,

$21,585,000 for debt reduction and $2,669,000 for -
dividends to-stockholders. -

‘At December 31, 1979, total mterest-beanng debt -
wis $77,955,000, a decrease of $25,028,000, or 24% -
from. 1978. At year-end, such mterest-bearmg debt

represented 20%. of total capltahzatlon as compared

to 28% at the end of 1978. ,
Capital expenditures in 1979 of $18,178,000 in-
creased $1,864,000, or 11% from 1978. ” '
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Segment Information

. The Company is e‘ngagf;;j}in'television and radio broad-
casting, the publishing! of newspapers and specialized
publications and providing cable television service to
subscribers. Operations are identified into three busi-

 ness segments, Broadcasting, Publishing and Cable

- Television.

'_ Broadcasting operations consist of six network affili-

- ated television stations, five of which are VHF and one

')

.
£

papers in seven communities (four of which have Sunday
cditions), 21 weekly community newspapers and shop-
ping guides and 30 business and specialized newspapers,
16 of which are paid circulation and 14 of which are
controlled circulation. '

Cable Television consists ‘of seven systems under
construction, one of which is partially operational.

There are no product transfers between segments of

UHF, seven AM radio stations and six FM radio the Company, and virtually all of the Company’s busi-
stations. ness for all segments is conducted Jyithin the United
Publishing operations consist of nine - daily  news- States. 4
ol
(Dollars in Thousands) - 1980 1978 1978 1977 1976
Broadcasting
Net. TeVENUES .. ...\ oreresrrnrnnnn. e $166,980  $151,327  $133,360 $112,522  $104,307
Direct operating costs .....ooceunn..n et 74,457 67,018 59,619 52,317 50,763
Deprecmtlon et ettt e i e rann 4,366 3,758 3,429 3,216 3,035
: Amortlzauon of mtanglble assets ............... v 232 232 232 232 232
Total ... i 79,055 71,008 63,280 55,765 54,030
Income from operatlons e e $ 87,925 § 80,319 $ 70,0805 8§ 56,757 §$ 50,277
Assels at Der_:cmber 3 ..., reaneeaereaae. eeenanaen $191,039 $188,314  $178,739 . $167,019  $164,320
~‘Capital expenditiures ............cooeeen. e 6,032 7,472 8,157 4,559 2,876
* . 'Publishing
" Net revenues .......... e e aereeeneaaa e $305, 098‘« $263,563  $234,116- $193,624 $107,860
Direct ope'rating COSES «vvvvvennnnmacnnns ree e e . 23‘6 932 Z 204,260 176,909 ¥42,713 79,030
'(nDrfﬂreClauon e beseiemeeseaettraianaaseranaeiaas t\r.14l’a’ 5,790 5,665 4,823 2,650
Amoruzanon of intangible assets ..........ccovivenrean 3,;32 o 2,845 2,761 2,407 588
1] ) N O P 246,912 212,895 185,335 149,943 82,268
Income from operations ...........ioviiiveirinannnens $ 58,186 $ 50,668 $ 48,781 % 43,681 § 25,592
Assets at. December 31 ............0. i et © $257,998  $215576  $209,255 $190,810 $ 92,014
" Capital expenditures .......c.civiiiiniiiinirrreenareas 6,527 10,185 7,818 g,835 1,064
Consolidated : .
Net revenues .............. e Beeathrasanaeaa - $472,108 $414,890 $367,476 -_$_3,06,l46 $212,167
: _:Income‘" from operations} e ieraiesan e e $143,58_\0-j~ $130,087 $118,36¢ $100,438 $ 75,869
General corporate expense e N €205 5,334 4,563 3,673 2,826
Operaling income ......... ..., eehwesrsreinaes 137,378 125,653 114,298 96,765 - 73,043
s Tnterest eXPense ............... i (5,446)  (6,835)  (8,603)  (9,545)  (3,992)
' Other ICOME ...\.evreeereeinnnn., e 6,454 6,040 5,138 3,014 3,599
Income before iNCOME TARES . vrvenroerreernesneneenns $138,383  $124,858 $110,833 § 90,234 § 72,650
Assets employed by segments ............. rreerererees $458,045  $403,890 $387,994- $357,829 $256,334
Investments and corporate assets ..... ot eseieaseeer e 61,913 69,244 56,803 77,267 72,188
Total assets at December 31 - .. ovieuvrnarnrenennrennnn o $519,958  $473,134  $444,797  $435,096  $328,522

The Cable Television segment which was formed during 1980 is not separately listed above However,; included

a in the Company’s 1980 consolidated totals are Cable Television net revenues of $30, 000 loss -from operations of.

$2,531,000 and identifiable assets at December 31, of $9,008 ,000. Cable Television direct operating costs were
$2,504,000, depreciation was $57,_000 and 1980 capital expenditures were $8,319,000.

i
N %
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Capltal Cities Commurizations, Inc.

 Consolidated Statement of Income

~ Years Ended December 31, 1980, 1979 and 1978
‘(Dollars in Thoysan’ds _Except 'Per‘ Share Amounts})

1,'_97.';‘

=

Wl

© Net revenues . g i 8 o .$414,89‘0'_ . $367.4765

.. Costs and expenses : _ - . _ :
Direct operating expenses . . . N _ 205,152 185234 158,965
Selling, general and administrative . ...... _ 114,650 90,932 81,735 -
Depreciation ......o.....een.n.s . el - 11,467 9994 7 9,485
Amortization of mtanglble assets . Pv e 3,464 '5',)077- : . 2993

334,733 289,237 253,178

Operating income ............... SOTI 137375 . 125,653 114,298

" Other income (expense) o S et s
Interest expense ........... T, S (5446) {6,833) (8,603) -
Interest i mcome ............ R reeeeieasie s j/ 4,191 3,807 3,145
Miscellaneous, net T 2,263 2,233 "1,993 ‘

1,008 (795) (3,465) -

Income before. income taxes | 138383 124,858 ,110833

Income taxes : : S , : . .
Federal ............... el 59,70 . Bt : 50,:206% E
State and local ............... eeaie - 7,900 \ . 6,600,

- 56,800

In_cdme. before extraordinary gain .. .. Seeal e 0,783 , o 54033

"Extraord'i_;lary- gain on sale of investment in affiliate, net of taxes ..

~ “Net income - . s : _ JRPH '$ 73, o $. 63’758

Income per share . ' _ S

~* Income before extraordinary gain . ...... . . $5.38 $4.68
Extraordipary gain ...... T T | ST
Net income .............. erieeteeavea s erennes . $556 $4.68

Sée accompanying notes




.iéansolida'ted Sitatement of Changes inFinancial Position

Years Ended December 31, 1980, 1979 and 1978

(Doifar.s' in Thousands) L
v o . 1980 1979 | 1978
" Funds provided _ 3 i
Operations i :x ' - o
Income before extraordmary gaxn . e e ebem e $ 70,783 $ 63,?58 $ 54,033 .
Depreciation ... N A RO 11,467 9,994 . 9,485
Amortization of intangible BSSELS -+ et even e aheanennn 2N 3,464 3,077 2,993
Other,net ................. U eerieees . 875 1,059 300
- Total funds from operations ....................s 86,589 77,888 . 66,811
Commeon stock issued under Employee Stock Plans ........ - 4.697 4,135 2,359 -
- Notes: payable issued or assumed on acqmsntlo_ns PR 4 T 3,%3‘_1;5 1,900 2,6961-’7}_: R
Increase in unearned subscription rev EOUE .. iiiiiiieene .. 508 1,394 2,579 -
Proceeds from sale of investment in a.tﬁllates, net of taxes ..... . 3,772 —_ 15,526
o | i . \ o 99,397 ' .§§;317 89,971
Fands applied - B as g _ : :
Purchases of comm# stock for treasury .................. _ 14,753 24,736 . ' 31,097
Additions to fixed assets S emearneaeaenane f:*bg.‘\. cersreaas o 23,611 18,178 16,314
Reduction of notes priyible ............ s S Seaaee.. 21,667 21,585 26,928
Acquisitions of pubhshmg properties ... ..iiiiie e, .. 32,890 ' —_ 9,622
Dividends ....... e, . - 2,573 2,669 2438
Other, net ........ e U PN 2,923 1,019 (6,410)
: ' o . 98,417 68,187 ' 79,989
Increase in working capital ........... v eeaes e ... $ 980 $ 17,130 $ 9,982
Working capital changes . o
'Cash and short-term cach investments ......... TRPPOTSTI X & 047) $ 11,534 $ (4,928) -
Accounts and notes receivable . .. Ceeaeane e vereeenena e 5,048 E 4,704 19,584 -
O IDVERIOIIES o vttt e e et ieaan 1,964 2,157 © 258 gk
~ Film contract nghls -and other current assets ....eiiinninan. 1;602 : : 978 1,827
Taxes ONiNCOME ... ...bunenns s eeterere et erea 57 (5,529) = (1,37%)
Notes payable due within one year . ...........ueveesenes . 1,455 5,343 (958)
 Film contracts and other current liabilities ... .. civiseaiass o (6,099) (2,057) (4,423)
-. Increase m working capztal feiereeraisnrsusasessetesnpaes $ 980 % 17,130 $ 9,982
See accompanying notes
= R “::
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Capital Cities Communications, Inc. R
Byzs
Consolidated Balance Sheet
" December 31, 1980 and 1979
(Do”ars in Thausands)
ASSETS i 1980 1979
‘Current assets _ o .
Cash oo e rheeseen L e $ 6741 $ 6240
Short-term cash investments .......... ere e [ U 33,340 36,888 |
Accounts and notes réceivable (less allowance for doubtful accounts of AP
$3,899 in 1980 and $3,282 in 1979) .............. e P 71,625 66,577
o Inventories ............... e P PR 8,715 6,751
Film contract rights ... ... M areaareanes S 4,128 4,714
{Dther current assets ...........c...eueeenn i J AT e et 4138 1,950
- Total current assets . .. .. e e e aaaaaen ST . 128,687 123,120
V . T '_L_F
] {
- b el ,.'/k
Property, plant and equipment, at cost .y _
Land ........... T S S 14,452 12,652
Buildings .......ccoovvvnnvnnen.. e eaheeeaeies e eeveeen 46,472 . 43,478
Broadcasting, printing, cable television and other equipment ............., 124,786 101,813
o 185,710 157,943
Less accomulated depreciation .. .........cc i ein e serseeas 85,492 76,334 - ¢
Property, plant and equ:pment, net ...... R S s 100,218 ' 81,609
\
Intanglble assets (net of accumnlated amortization of $14 025 in 1980 T o SR
and $10,561in\979) 15 . vuvnnn .. e Feirrns e an e 266,745 240,305
Marketable equity secunt.les\.\b*:\._; SRRl ARRELELREY eesaseieanraseranaens ' 11,649 11,649+
 Film contract rights .. ..... 0% o ohii i, 2028 - 2,781
Other assets .......... EETTRTPOROe e <. 13,670 ..
' ' $519,958 '$473,134 -
ee.accompanytf:g notes \ // K. o
if




bW
B

R

e

,{";f:' e J‘.—'
O
'LIABILITIES AND STOCKHOLDERS’ EQUITY 1980 1079
Current liabilities o _ R _
. Accounts payable ................. e Gt rae i Ceeeeieas $ 15929 -5 14,085
" Accrued compensation ....,..... PO e rhe s s e shessaenannas . 8,622 6,603
Other accrued eXPenses . .. .ovvvrunineeeanareninsorererenss 14,021 12,754
Filmcontracts ...........c....c.0, see et ae ek reren 4,661 3,692
Taxes ONiNCOME . ... ..oveunvenn.. R C P enane 28,234 28,291
Notes payable due within one year cieegeneas ke srereneiesens 20,130 21,585
Total current liabilities ... ... R S v reee e ‘91,597 87,010
) 'f.‘ ) . . . ) - ’ e
“Dferred compensation . ... .. e 6,084 4,048
Deferred income taxes ........... e O PP SUUPPPP 19,425 10,463
! __ Uneaﬁn_ed subécription revenue ........... R TR ... 12,157 11,399
' Film contracts ....... e e, 1,395, 3,665
_. Notes payable due after one year .. ... i eeeeea eeaes e ST PO 38,537 ‘;f 56,370
Total liabilities ....... e e 155,195 172,955
Stockholders eqmty i ' / _ N
. Convertible preferred stock, $1 par valud (600,000 shares authorized) . — b W
_ Commc“‘st\c"k $1 par value (40, 000 000 shares authonzed in 1980) caefe 15,394 15,394 : \\ L
- Additional pald-m capital ... oruiiin i i e, 463 ‘ 362 o
- Retamed carnings .. . .. e e e e . .'; e forers e ebsessiesssases ' 435421 364,781
\ g 451,278 380,537
.Less common stock in treasury, at cost. (2,491,350 shares in 1980 _ : ' "
and 2,335 233} sharesin 1979) ... ... iiiiinnt eirreiiennaes 90,515 80,358 '
= - Total stockholders equity . E . 360,763 300,179
' g B - $519,958 $473,134
ﬁﬁ :i 7
7. . {
i 0! .




CIpliel_'CItlee 'Commuri_lca_lions, inc.

| | 'COnsolldaled Statement of Stockholders’ Equlty

Years Bnded D j,ember 1, 1980, 1979 and 1978
(Dollarsin Thousands)

N

Additional
Paid-in
Capital

Retained
Earnings

Treasury. ‘
Stock

Total

~ Balance January 1, 1978

Net income for 1978'

' 823 800 shares purchased for treasury

102,744 shares issued under Employee Stock
Purchase Plan ...,

22,557 shares issued on exercise
of employee stock: options

Cash dividellds -

$ 8371

(7.697)

. (588)

(86)

$252,097
54,033

— l‘l) .

(119)
(2,438)

$(31,331)

(31,097)

2,578

574

— Y

$236,834
54,033

RS
W

(31,097)

47890

369
(2,438)

592 800 shares purchased for treasury

116,977 shares issued under Employee Stock
Purchase Plan oo s

20, 851 shares issued onr exercise
of employee stock options

Cash dmdends

303,573
63,758

119
(2,669)

(59,276)

(24,736)

3,112

542

259,691 .

63,758
(24,736). °
3289

846
(2,669)

327 760 shares purchased fcr treasury

93,080 shares issued under Fmployee Stock
Purchase Plan ..,..... } /t _

78,563 shares issued on' exr.rc1se . _
of- employee stock optmns ....... eeies .

‘ Cash dmdends

- 364,781

73,213

2,573)

(80,358)

300,179. -
73213
(14,753)

3205 o

1492
(2575)

" See accompanying notes

$435,421

$(90,515)

$360 763




- N_ot'es to Consolidated Financial Statements

1. ACCOUNTING POLICIES -
Principles of Consolidation—The consolidated financial

' statements include the accounts of all significant sub-
sidiaries. :

- Property, Plant and 'Equipment~Depr'eciation4—Dcprecia-
tion has generally be_e_n.'computed on the straight-line
method for financial accounting purposes and on accel-
erated methods (declining balance at 150% and 200%
of straight-line rates) for tax purposes. Estimated useful
~ lives for major categories are as foI‘Iqws:_

_Buildings and improvements ... ...cverrererararrenns 10-50
Broadcasting equipment .......ivcvrereeranerrnerees . 4-8
Printing machinery and. equipment .................... 5-10
Cable television plant ....... eseetneetetennianeearanan 10

Leaseholds and impr_dVements are amortized over the

terms. of the leases. Maintenance and repairs are charged
to income as incurred, and expenditures for renewals and
betterments are capitalized.

The cost of property retired or otherwise disposed of
- and the accumulated depreclano’ﬁ therecn .are eliminated
* from the property and related mlzcumulated deprecmtxon
~_accounts; the resulting gam or loss is reflected in income.

\\

)Cab!e Television——Certain preope atn"‘ costs incurred
“"by cable television systems have besn deferred in accord-
ance with the policy prescribed by the American Institute
of -Certified Public Accountants in Statement of Position
79-2, “Accountmg by Cable Television Companies.” Such

s

deferrals have been capitalized as part of cable television
plant.

Intangible Assets—Intangible assets consist of amounts
by which the cost of acquisitions exceeded the values
assigned to net tangible assets. In accordance with
Accounting Principles Board Opinion No. 17, certain
in’tang’ibl‘e assets are being amortized over 40-year periods,

Marketable Equity Securities—Marketable equity securi-

ties are carried at the lower of cost or aggregate market
value. Temporary unrealized declines in aggregate market
value below cost-would be charged to stockholders’ equity;
permanent declines would be charged to income,

Film Contract Rights—Film contract rights and the re-
lated liabilities are recorded at full contract prices when

available for use. The costs are charged to income on

accelerated bases related to the terms of the contracts or
the usage of the films,

Unearned Subscription. Revenue—Subscription revenue is. -
recorded as earned over the life of the subscriptions. Costs.

in connection with the procurement of subscriptions are

charged to expense as incurred.

Investment Tax Credit—The investment tax credit is taken
into income currently as a reduction of the provnsmn for

‘Federal income tax.

Inventories—Inventories, prlmanly of newsprint and othier

_ paper stock, are valued at the*mwer of cost (last-in first-
‘out) or market.

2. ACQUISITIONS
Publishing

During 1980, the Company acquired all of the out-
standing stock of Pennypower Shopping News, Inc., pub-
lisher of three weckly 'shopping guides; Shore Line News-
papers, Inc., publisher of nine weekly newspapers and
shopping-gnides; The Professional Press, Inc., publisher of
. five ophthalmic journals; and the remaining 75% of

-the Democrat-Herald Publishing Company (Democrat-
Herald) which publishes two daily newspapers, six week]y
. newspapers and two stamp collector publications in
- .Oregon. In a prior year the Company had acqulred 25%
~of the Democrat-Herald,

.. The aggregate purchase price for the 1980 publishing
~-acquisitions was $32,890,000; $29,358,000 in cash, and
$3,834,000 in notes issued and assumed Included ‘in the
-purchases were $6,956,000 of fixed assets, $29,505,000 of
intangibles and $148,000 of other net long-term liabilities.
~The 1980 purchase price excludes the carrying value of

the 25% equity investment in the Democrat-Herald
previously acquired, in the amount of $3,423,000.

Cable Television

During 1980, the Company entered the cable televi-
sion business by acquiring majority interests in seven

cable television companies with undeveloped franchises.

At December 31, 1980, a portion of one system had begun
service with the others still under construction. On Novem-
ber-13, 1980, the Company entered into an agreement to
acquire all of the outstanding common stock and other
equity securities of Cablecom-General, Inc., a subsidiary
of RKO-General, Inc., for approximately $139,200,000.
Cablecom-General, Inc., owns and operates 43 cable tele-
vision systems in 12 states. Unless otherwise extended,
and subject to receipt of the required approvals of the
Federal Communications Commission, the closing date of
the merger will be not later than July 15, 1981,




Ci_p__it_al CIIIés'Cbmmﬁnications. Inc,

3. EMPLOYEES’ PROFIT SHARING AND PENSION PLANS

_The Companyhas qualified profit-sharing plans for cer-
tain 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 1980, 1979 and 1978 were $3,174,000,
$2,530,000 and $2,370,000, respectively.

Other employees, not covered by the profit-sharing
plans, are covered by Company noncontributory pension
plans. In connection with these' plans, contributions of
$1,735 000, $1,503,000 and $1,235,000 were charged to
expense in 1980, 1979 and 1978, respectively. Provision
is made for normal cost and amortization of prior service
costs over periods of 30 years. The Company’s policy is to

, fund the amounts expensed.

- Consolidated Notes to Financial Statements—(Continued)

A comparison of accumulated plan benefits and plan
net assets for the"Company’s. pensmn plans is presented
below (000’..fom1tted)

“ January 1,
1980 197¢
Actuariil ,present value of accumulated
plan benefits:
Vested ciiiiiiniiieeiiaeireaane $36,072 $3;;},829'
Noavested ...........ciihuiinns 1,126 991
$37,198 $35,820
Net assets available’for benefits ....... $37,310 $34,542

The weighted average assumed rate of return used in -

deternmining, the actuarial present value of accumulated
plan bene.:ts was 61/2'% for 1980 and 1979.

4. INCOME TAXES "

.t

The provision for income taxes differs from the amount of tax determined by applying the Federal statutory rate for

the folIowmg reasoris (000'5 omitted) :

Income before taxes multiplied by statutory Federal income tax rate
State and local income taxes, net of Federal income tax benefit
Amortization of intangible assefs
Investment tax credit
Other, net '

Pursuant to Section 1071 of the Internal Revenue Code,
the Federal Communications Commission issued a tax
certificate to the Company in connection with the 1971
sale of television station WTEN, Albany, New York,
deferring_taxes of approximately $5,100,000 until dispo-
sition of the replacement television station. In 1977, an

......

M s artaaaaslsadatabe et ALt ettt a st

IR R R R I R I R I N

1980 1978 . 1978

Amount % Amount % Amount %
....... $63,656. 46.0% §57,434 460% $53200 48.0%
eeie. 42667 301 4320 3.5 3432 31
...... 1,594 1.2 L4151l 1,437 13
...... (1,100)  (.8) (1,500) (1.2) (870) (D)
....... (B16) - (.6) (569)  (.5) (469)  (.5)

$67,600 43"9% $61,100  48.9% $56,800 51.2%

f
extraordmary gam OR an exchange of securities gave rise.
to a prov1sxon for dt.ferred income taxes of $1,700,000.
The remaining deferred taxes of approximately $2,625, 000"

- at December 31, 1980, result primarily from the excess

of tax over ﬁnancm‘ . accounting deprecmtlon offset by -
deferred compensanon

5. EXTRAORDINARY GAIN
In August 1980, the Company sold its investment in
New York Subways Advertising Co,, Inc., an unconscii-

L dated aﬂlhate .which resulted in a gain of $4,130,000 less:

34
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T

‘applicable taxes of $1 700,000, for an extraordinary gain .

of $2,430,000.

6. INCOME PER SHARE :

The calculation of avers, ge-shares of stock used in the
computation of income per share for 1980, 1979 and 1978
:s included in the Selected Financial Data on page 24.

JF
Wt H

On' June 12, 1978, the Board of Directors declared a

‘two-for-one stock split, effected in the form of a stock
dividend to shareholders of record July 3, 1978.




'7. MARKETASLE EQUITY SECURITIES
. Marketable equity securities were carricd at an aggre-
" gate cost of $11,649,000 and had an aggregate market
value of $17,270,000 and $14,598,000 at December 31,
1980 and 1979, respectively, Included therein, at Decem-

-Consolidated Notes to Financial Statements—(Continued)

ber 3!, 1980 and 1979, were 394,570 shares of St
Regis Paper Company carried at a cost of $10,184,000
with a market value of 513,613,000 and $11,936,000,
respectively.

8. INTANGIBLE ASSETS
The Company’s intangible asscts consist of the excess
of purchase price paid over the fair market value of
tangible assets of acquired broadcasting and publishing
properties. These intangible assets represent broadcasting
licenses, network affiliation contracts and effective eco-
nomic publishing franchises, all of which may be char-
" ‘acterized as scarce assets, with very long and productive
_ lives. Such assets have historically increased in value with
 the passage of time. In accordance with Accounting
- Principles Board Opinion No. 17, those intangible assets
acquired subsequent to 1970 are:being amortized over
‘periods of 40 years, even though, in the opinion of -
Management, there has been no diminution of value of
the respective properties. At December 31, 1980, the

Company’s intangible assets were as follows (000’s
omitted):

Total Broadcasting  Publishing
Intangible assets not subject to
amortization ........c.e.. $127,799 $107,083 § 20,716
Inlang:ble assets required to
be amortized ............. 152,971 9284 . 143,687
280,770 116,367 164,403
Accumulated amortization .. (14,025) (1,426), (12,599}
$266,743 $114,941// $151,804

fi

The Publlshmg Division intangible assets; {requu'ed to
be amortized includes $29,505,000 related to 1980
acquisitions.

9. NOTES PAYABLE

Notes payable at December 31, 1980, are as follows (000's omitted) :

Under terms of the bank loan agreement dated Feb-
~roary 15, 1977, the Company is limited in paying cash
_dividends and purchasing its capital stock to $40,000,000
.. plus, in the aggregate, 33%5% of coasolidated income

before ext’raordmary gains subscquent to January 1, 1977.
As-of December 31, 1980, unrestricted retained earnings
under the loan agreement were $31,974,000, The loan
agreement also provides that the Company must maintain
- a ratio of current assets to current liabilities of 1.0 to 1.¢
“and stockholdérs’ equity of at least $250,000,000. The
~ bank debt bears interest at 8.2% and all other notes

Total Banks Other
Payable during:

I9B1 (CUTrent Year) ...... e.eceevvenvennenns $20,130 $10,800 $ 9,330
1982 it 14,600 10,800 3,800
1 T 11,269 10,800 469
1084 ik ie i B aieen 10,824 10,800 24
OB i e et e it e ereds 1,844 1,800 44

$58,667 $45,000 $13,667

payable bear interest at a weighted average of 6.9%.
In December 1980; ‘the Company entered into a bank
revolving credit loan agreemr'nt under which it may
borrow up to $100,000,000 until January 1985, at which
time the o_utstahding balance is convertible into a term
loan payable over the following four years. The Toan will
bear interest approximating the prime rate. The agreement

" téquires a -commitment fee of ¥4 of 1% of the unused

portion of the available credit. The agreement was entered
into to finance the acquisition of Cablecom-Genéral, Inc.
(see Note 2),

BUSINESS SEGMENT DATA

. The Company’s business segmen. data for 1980, 1979
and1978 is prescnted on page 27

0.
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11. STOCK OPTION AND PURCHASE PLANS

- The Company has stock option plans under which cer-
tain key personnel have been given the right to purchase
shares of common stock over an 11-year period from the
;;\ate of grant at prices equal to market value on the grant

The following information pertains to the Company’s stock option plans:

date, Each option is cumulatively exercisable as to 25%
of the total shares represented thereby for ¢:ach of the first
four years after grant, provided that thg mdw:dual femains
in the employ of the Company.

0 st

Outstanding options, beginning of year ' 498,963 507,369 524,428
Authorized ....... e eeiaveeaereesans — —_ _ —_
Granted ©..veveniniiaieneanienaes 133,250 14,000 6,000
Cancelled or expired ......c.o0uvn.s (7,500) (1,555) (502)
© Exercised ...ciieciiveeriiiiiiaain, (78,563) (20,851) (22,557)

Outstanding options, end of year ..., 546,150 498963 507,369
Average price of options exercised.

during the year ................ . $14.36 $14.28 $14.52
Exercise price of outstanding options, - :

end of the Year ,...,.ovvnvevnrsns $9.13 to $63.88 $9.13 to $40.56 $9.13 10 $28.31
Options exercisable, end of year ..... 391,775 447,663 412,467
Options aVai]aHe for future grant . 54 132,804 145,554

In May 1977, the Company’s stockholders approved
an Employee Stock Purchase Pian which provides for the

issuance of a maximum of 600,000 shares during a five-.

year period ending in March 1982. The Plan provides
that eligible employees, through contributions of up to

15% of their salary, may purchase shares at 85% of the
lower of fair market value at the Grant Date or at the
Purchase Date (normally one year subsequent). Em-
ployees purchased 93,080, 116,977 and 102,744 shares
under the Plan in 1980, 1979 and 1978, respectively.

12. COMMITMENTS
The Company has entered into agreements for future

_ delivery of syndicated and feature film programming for

its television stations, which aggregate $5 570,000, pay-
able from 1981 through 1991.

The Company anticipates 1981 capital expenditures
for property, plant and equipment will be approximately
$40,000,000, of which $12,000,000 was firmly committed -
at December 31, 1980.

The;J Company has no matenal lease commitments.

13. SUPPLEMENTARY INFORMATION ON THE EFFECTS
OF CHANGING PRICES (Unaudited)

The following supplementary data is presented pursuant
to the requirements of the Financial Accountmg Standards
Board. Statement No. 33 Financial Reporting and Changing
Prices (FAS No. 33). This statement requires two supple-
mentary computations of operatmg results; one based on
the effect of general mﬂatsc:ru ,as ‘measured by the Con-
sumer Price Index for All ‘Urban Consa.mers (“constant
dollar”) and the other based on: the iffect of the changes
in specnﬁc prices of inventories ’ gmd property, plant

and equipment used in the operations of the Company

(“current cost”).
36.

A

The constant dollar method measures the impact of :
general inflation by adjusting historical financial data to.
dollars of equal purchasing power Caverage 1980 dollars). -

Thé current cost method reflects the changes in specific
costs of the Company’s assets from the dates they were
originally acquired to the present. Current costs for the.
Company’s property, plant, and equipment and inventories .
were determined by reference to recent vendors’ quota-
tions, invoice prices or independent appraisals. These
current costs represent estimates for existing assets, with-
out regard to technological improvements-and efficiencies .
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which generally result from normal replacement. The
current costs reported, while believed to be reasonable,
. are subjective and do not necessarily represent amounts
: for which the assets could be disposed.

I/xf the accompanying data, the 1980 Statement of
‘Indome restates depreciation expense for general inflation
. and changes in specific prices, The efféct of revaluing
inventories on the supplementary Statement of Income is
not material, No adjustment has been made to the actual
. provision for income taxes because FAS No. 33 does not
permit the recognition of tax benefit arising from the
.pro forma effects of general inflation,

During periods of inflation, a net monetary liability
position results in a gain of purchasing power because

obligations will be repaid with dolars having less pur-

chasing power than when the liabilities were incurred.
~The Company’s net monetary liabilities are the excess of
its payables and other debt over certain assets which
. lticlude cash, cash investments and receivables. The gain
in' purchasing power shown is part of the overall effect of
inflation on the Company’s operations. However, since
-~ this gain does not represent a receipt of funds, it should
not be considered as providing funds in the current period
for distribution or reinvestment.

The unaudited supplementary data presented must be
viewed with caution, as must any other analytical data

that subjectively attempts to reflect the inflationary factors
affecting the Company. Therefore, the Company has not
concluded that this presentation, made in compliance with
FAS No. 33, is or is not a fair representation of the impact
of inflation upon the Company.

STATEMENY OF INCOME ADJUSTED i=o_n CHANGING PRICES
Years ended December 31, 1980 and 1979
(in thousands of average 1980 dollars)

1980 1879
Income before extraordinary gain ........ $70,783 $72,380
Adjustmeni to restate depreciation for the o
effect of general inflation ............... (5,391) (4,298)
Income before extraordmary gain adjusted
for genera] inflation ..........cciinain 65,392 68,082

el

dlﬂprence between general inflation and

chmlges in specific prices (current cost). .
Incomé before extraordmary gain adjusted

for changes in specific prices ...........

Gain from decline in purchasing power of
net monetary liabilities .................

Increase in value of inventories and
property, plant and equipment:
Due to general inflation ............. $18,741 $19,610
Due to changes in current cost ......., 14,755 20,080

b
Incrense due to general mﬂatton over (undcn
increase due to changes. in current cost .

(3,707)  (4,223)
$61,685 $63,859

§ 5,605 $ 9,022

$ 3986 $ (470)

At December 31, 1980 and 1979, the current cost of inventories.
was $10,427 and $7.779 respectwely, and the current cost of
net property, p]ant and equipment was $164,321 and $140,448,
respectively,

FIVE-YEAR COMPARISON OF SELECTED SUPPLEMENTARY FINANCIAL DATA “

ADJUSTED FOR EFFECTS OF CHANGING PRICES
: (Average 1980 dollars in thousands except per share data)}

Net revenues ..... e raer e feerireeran teresaariaraans
CONSTANT DOLLAH INFORMATION-
Income before extraordinary gain .....ceeveuvs. veervenp e
Tncome- per share before extraordinary gaim .........ivv0nunes
Net assets.at year-end ................ Cedreriiesanrarrtarannen
- CURRENT COST INFORMATION:

Income before extraordinary gain ......cvovvviiiiiiaianinininias
Income per share. before extraordinary gain ........ccc.vunes

Increase in value of inventorics and property, plant, and equipment
due to- general inflation over (under) increase due to changes in

CUETENt COSE «.vvvvvvrinesnceinennacs bt an s an e
Net assets-at year-end ... ....vvivvernunssocnnses

OTHER INFORMATION:

Gain from decline in purchasing power of net monetary liabilities ..
Cash dividends per share ............. g
Market price per share at'yearend ...ovvevineraraininne, ves
Average Consumer Price Index (1967=100} ...........cc0vvneen

HISTORICAL FINANCIAL INFORMATION

‘(Dollars in thousands except per share data):
Net revenues .......
Income before extraordmary gain .

Income per share before extraordmary gam ............ eenrae
Net assels at year-end .., ... vvvyevnreiisiriearcrrsssasnans
Cash dividends pershare .............
Market price per share af year-€nd . ...coiivniiiiniiinennn.s

1980 1979 1878 1977 1876
$472,108 $470,997 $464,141 $416,291 $307,113
$65,392 . $68,082
$4.97 $5.00
$110,949 $347,677
$61,685 $63,859
" $4.69 $4.69
$3,986 $(470)
$420,119 $370,290
$5,605 $9,022
$0.20 $0.22 $0.22 $0.14 $0.14
$56.11 $52.20 $48.20 $39.86 $39.92
246.8 217.4 1954 181.5 170.5
$472,108 $414,890 $367,476 $306,146 $212,167
$70,753 $63,758 $54,033 $43,234 $35,620
$5.38 $4.68 $3.80 $2.91 - $2.30
$360,763 $300,179 $259,691 $236,834 $208,501
$0.20 §0.20 $0.175 $0._10 $0.10
$58.75 $48.63 $39.63 $30.00 $28.25
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14. QUARTERLY FINANCIAL DATA (Unaudited) | :
The results for each guarter of 1980 and 1979 are as follows (000’s omiitted except per share amounts):

Flrst Second Third Fourth
Quarter Quarter ] Quarter ] Quarter

1980 :
Net TEeVENUES ...vvvvevenivanas R RETTER Cerrereeane $106,726 $120,502 $1131,886 $120,994 $472,108 o
Costs and expenses . ....... : - 77.236 80,817 84,958 91,722 334,733
. Operating income ..... ‘en :’ v : 29,490 39,685 28,928 39,272 : 137,375
Interest expense b . (1,452) £1,497) (1,194) (1,303) (5,446)
Other income . . 1,973 1,917 1,244 1,320 _' 6,454.
Income before iNCOME tAXES uu'niveivenenrnernnerens 30,011 40,105 28,978 " 39,289 138,383 e
INCOME $AXES .iivrurvenrnrnnnernrennnnnnnnns veeiin 14,900 19,500 13,900 19,300 67.6'00;'
Income before extraordinary gain ........ ‘s “ee 15,111 20,605 15,078 19,989 70,783
Extraordinary gain, net of taxes .............. ereees — 2,430 — 2,430
Net income ......,....: : . ©$ 20,605 '$ 17,508 $ 19,989 § 73,213
" Net income per share: :
Income before extraordinary gain ........ . $1.57 $1.15 $1.52
Extraordinary gain ..... S i — .18 L —
Neét income :............ ' _ 7 $L.] $1.57° $1.33 8152

1979

Net revenues ...... errerrrsreieaisneeeneis,$ 89,795 $108,447 - $101,539 $115, 109 $414,890
Costs and eXPENSES +vuvvvsrereiastissnnsannnsnsione 66,582 71,909 72,223 78,523 289,237 ==

Operating income Ceefeeeeenteearnerarens 23,213 36,538 29,316 " 36,586 | 125,653
Inferest expense . ey (1,833) (1,730) (1,653) (1,619) (6,835)
Other income ............... e, 1,990 . 1,344 1,237 1,469 6,040

Income before income taxes ' 23,370 36,152 28,900 36,436 - 124,858
T0COME TAXES . .evvrrnruerrrrnsivernrannns vevevens 11,400 17,800 . 14,100 17,800 61,100

Net income .... _ ceererhes _ $ 11,970 $ 18,352 $ 14,800 $ 18,636 $ 63,758

Net income per share ................... $87  _ $1.33 _ $1.09 $1.39 $4.68

15. COMMON STOCK AND STOCKHOLDER INFGRMATION (Unaudited)

1980 1970
_Price Range = Migh Low CHigh Low

Ist quarter .............. e $495%,  $40 $44 $36%
2nd quarter ' R . 54%-":\\‘-\,_& 42 42 37

_ 72 T 51 49Y 39%
4th quarter . 67% - 57 49% 413

As of January 31, 1981, the abproximate nilmbcr of holders of common stock was 4,400. Dividends of $.05 per
. share have been paid every quarter for, the last two years. For restrictions on the Company’s ability to pay dividends,
sec Note 9 of notes to the consolidated financial statements. The common stock'is traded on the New York Stock Exchange.
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277 PARK AVENUE
NEW YORK, NEW YORK 10172
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The Board of Dlrectors and Shareholders
Cap1ta1 Cities Communlcatlons, Inc.-

We have examined tbe accompanylng consolldated balance sheet of

Capital Cities: Communlcatlons, Inc. at December 31, 1980 and

1979, 'and the related consolidated statements of 1ncome,_stock—

'holders' equity and changes in financial position for each of the

“three years in the period ended December 31, 1980. Our examina-
_tlons were made in accordance with generally accepted auditing.
- standards and, accordingly, included such tests of the accounting
" records and such other auditlng procedures as we considered neceées-
" . 84ary in the c1rcumstances. . _

In our opinion, the statements mentioned abﬂve present fairly the
consolidated financial position of Capital Cities Communications,
Inc. at December 31, 1980 and 1979, and the consolidated results
~of operatlons and changes in financial position for each of the
three years in the period ended December 31, 1980, in conformity
with generally accepted accounting pr1n01p1es applied“on a consis-
‘tent basis during the period. ,

e

February 18, 1981

R
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SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D. C. 20549

I

.. FORM 10K
ANNUAL REPORT

Pursuant to Section 13 or 15(d) of 4
the Securities Exchange Act of 1934

_For the fiscal year ended December 31, 1980 . - Conimission file number 1-4278

Capltal Cities Commumcatlons, Inc.
" (Exact name of reglstrant as specified In its charter).

',‘_‘ ¥

New York State © LT 141284013
(State or other joricdiction of ) (LR.S, Employer
incorporation or qrganinﬂo), Identification No.)
485 Madison Avenue, New York, N.Y. ' 10022 -
(Addlm of prlnclpal executive offices) - : (Zip Code)

Reglstranl’s telephone number, mcludmg area code (212) 421 9595

Securmes registered pursuant to Section 12(b) of the Act.

" (Name of each exchange
S (Title of each class) ~ on which registered)
 Common stock, $1.00 par value ' New York Stock Exchange
fj"-.' . i -

Securiﬁes registere\ti imrsuant to Section 12(g) of the Act: None
Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section
13 or 15(d) of the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter
period that the registrant was required to file.such reports}, and (2) has been subject to such ﬁImg require-
ments for the past 90 days. Yes X. No-

The aggregate mark it value of the voting stock held by non-aﬁillates of the reglstrant is $823,400,000 £
as of February 28, 19?1 L

‘The number of shares outstanding of the i issuer’s’ common stock as of March 16, 1981: 12,911,096
shares, excluding 2,482,400 treasury shares. o

Portions of Part I are incorporated herein by reference to the 1980 Annual Report to Shareholdv i3
and a definitive Proxy Statement for the annual meeting of shareholders on May 6, 1981.

: Part IT and Part IV with the exception of certain schedules and exhlbrts are mcorporated herein by
reference to the 1980 Annual Report to Shareholders.

Part 1L is mcorporated herein by reference toa deﬁmtwe Proxy Statement for the annual meetmg s }/
of shareholders on May 6, 1981, : e
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Item 1. Business.

- Capital Cities Communications, Inc, (the “Company™) has been engaged in radio broadcasting since
1947, in television broadcasting since 1953, in publishing since 1968 and in cable television beginning
in 1980, The Company has approximately 6,320 employees: 5,170 engaged in its publishing operations,
1,090 engaged in broadcasting and 60 engaged in cable television.

Industry Segmenls

Information rr.u i3 to the industry segments of the Company’s operations is included on page 27
of the Company’s Annual Report to.Sharcholders and is hereby incorporated by reference. The Company
derives all broadcasting! \revenues and more than 80% of its publishing revenues from the sale of
advértising. Subscnptlonr and ‘other circulation receipts from publishing constitute the only other
material source of revemie

/.
i
| Publishing

The Company publishes 30 business and specialized publications, nine daily newspapers in seven
markets, and a number of weekly community newspapers and shopping guides. Following is a summary
by type of publication of inches or pages of adver: -ing, advertising revenue and circulation revenue for
the five years ending December 31, 1980 (000’s omitted except pages of advertising):

Pro

Actual Farmaf{a)
1980 1979 1978 1977 1976 1980
Inches or pages of advertising : .
Newspapets (mches)(b) eeessresrresetaa 16,729 14,899 14,113 12,048 8,054 14419
Specializzd newsPape.s (inches) ..... erens 1,764 1,725 1,550 1,488 1,366 1,764
Specialized magazines (pages) ........... 5,889 4,562 . 5211 5,337 2,027 5,189

Advertising revenue

Newspapers(C) ........oveeensreees ST $I68,651 - $151,429 $132,118  $102,643  $42,493  $162,574
Specialized newspapers ............oen00n 67,402 = 60,955 52,338 45,785 39,666 67,402
Specialized magazines ..........c.oiieeen 11,827 9,681 10,680 10,320 3,514 _11,264'
Shopping guides ... covviinciraiernncanss 5,887 — —_ —_— — —_

Circulation revenue ) _
= B NEWSPAPEDS . vreencnnons heasesnraes weie $30,179  $ 23,424 § 21,965 $-18,761 $ 9,592 % 29,289
‘Specialized publications .......,.. passenes 13,915 12,644 10,999 10,985 9,339 . 13,557

(a) Exciudes 1980 acqguisitions.
(b) Does not include inserts. L

(c) Includes inserts.



Lrs
N Specialized Publications
i .. The Specialized Publications Group is pnmanly engaged in gathering and publishing business news
and ideas for industries covered by its various publications, all of which are printed by ocutside printing
contractors. Following are the publications: : ;o
Title Frequency ‘Circulation A
. Fairchild Publications '
) Newipapers ' I
Women's Wear Daily ............. eevivie.. Daily 65,000 o7
Daily News Record ................. e Daily ~25,000
American Metal Market ..................... Daily 15,000
HFD—Retailing«Home Furnishings ........... Weekiy 36,000
Energy User News .. .....covivininnniiinn.. Weekly - 16,000
Footwear News . ...,.......... e Weekly 23,000
Supermarket News . .............., PO . Weekly 59,000 - E
Electronic News ........... meeenessennesen.  Weekly ) 72,000 e
Metalworking News ......... T Weekly  § - 30,000 -
MIS Week ..:c............ T e Weekly % - 104,000(1)
Multichannel News ............... S Weekly 10,000(1) :
- R .+ - Biweekly 185,000 _ =
SPOVISIVFIE oo e e et Semimonthly 30,000(1) . 5
Entrée ... .ol i i . . Monthly 14,000(1) '
Magazines _ b
Men's Wedr ........... PR T, ... Semimonthly 20,000
‘Metal/Center NEWS oot eninenn Monthly + 13,000(1)
Honie Fashions Textiles .. ....c..ocivieinnnns Monthly _ 13,000(1)
_ Hedt Treating .......... P .. Monthly - - T 21, 000{1)
International Medical News Group - ' 4 T
Family Practice News . .......uuir i iiensnens Sémimonthly: 69,000(1) -
Internal Medicine News .............cccceuuun Semimonthly 58,000(1)
Ob. Gyn. News . ....... e e ST Sem1monthly 25,000(1)
PediatriciNews ............ O N " Monthly 25,000(1)
Clinical Psychiatry News . ... ... R Monthly 29 000(1\)
Skin & Allergy News . ... ..coviiiiiiinnnen Monthly 32 000(1)
Aches & Pains ........oiriiniinnnnins Monthly - 100,000(1) _
Professional Press Group ...........c.oceveennnns vevses  Monthly ) - 84,000
' : ' b /!
{1} Controlled circulation. - 4 i
Daily Newspapers _ _
Yearof . Circulation(1)
L ' : ' co : Acquisition Dally Sunday
7 The Oakland Press (Pontiac, Mich.) ..... Evening ' 1969 73,000 75,000
S News-Democrat (Belleville, IIL) ........ Afternoon 1972 41,000 43,000
Fort Worth Star-Telegram . . . . . e eeeaenas Morning 1974 98,000 : 257,000
Fort Worth Star-Telegram .............. Evening E 1974 135,000
The Kansds Cisy'Times ........ . Morning 1977 298,000 : o
TheKansas City Star . .....covuveninesn. . Evening 1977, 256,000 399,000
The Wilkes-Barre Times Leader ........ All-day 1978 (2) i
Albany Democrat-Herald (Albany, Oregon) Evening 1980 20,000
‘The Daily T:dmgs (Ashland Oregon) Evening .. 1980 - 6,000 -
" (1) Total average paid c1rcu]atmn per the Audit Bureau of Circulation statement “for the sur
months ended September 30, 1980. -
" (2) This paper was.struck by various uniofis‘on October 6, 1978 and 1s currently bemg pubhshed '
- under strike conditions. Circulation prior to the strike was 69,000. :
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Weekly Newspapers and Shopping Guides

The Company publishes weekly community newspapers and distributés shopping guides in six states,
They include six weekly newspapers in Oregon; nine in Connecticut and. The Arlington Citizen-Journal, in
Arlington, Texas, with aggregate circulation of 43,000, 85,000 and 39,000, respectively. Five shopping
guides are distributed in Wichita and Topeka, Kansas; Springfiéld, Missouri; Tulsa, Oklahoma; and
Dallas, Texas, with an aggregate weekly circulation of 600‘ 000. ‘

In addition, the Company publishes, in Oregon, two magazines for stamp collcr'tors w1th a com-
bined circulation of 32,000.

Compstition

The specialized publication business is highly competitive. In its various ngws publishing activities it
competes with almost all other information media, and this competition may become more intense as
communications equipment is improved and new techniques are developed. Many metropolitan general
newspapers and small-city or suburban papers carry business news. In addition to special magazines in
the fields covered by these publications, general news magazines publish substantial amounts of business
material. Nearly all of these publications seek to sell advertising space and much of this efiort is directly
or indirectly compentwe with the Company’s specialized publicajions.

The Company’s newspapers -and shopping guldes compete with other advertising media such as
broadcasting stations, magazines and billboards. Additionally, The Oakland Press, the News-Democrat,
the Citizen-Journal, the Gresham Outlook (Oregon) and the Shore Line Times (Connecticut) papers -
serve suburban areas adjacent to metropolitan centers and compete with newspapers published there.

Raw Materials

,,

The’ ‘primary raw material used by the publishing division is newsprint. Newsprint and other paper
_ stock For the specialized publications is mostly furnished by the contract printers. Newsprint is readily
available from numerous suppliers, The Company’s newspapers purchase their newsprint from various
suppliers as follows:

Share
furnished
Number of by largest
suppliers eupplier

The Kansas City Star/Times | 7 22%
Fort Worth. Star-Telegram _ - 36%
The Oakland Press ...... “ 36%
a4 0%
84%
The Wilkes-Barre Times Leader . .. . 6 21%
Shore Line Newspapers 67%

Democrat-Herald Group . . . _ .. : 41%




Broadcasting

The Company presently owns and operates five high frequency (VHF) television stations, one ultra
high frequency (UHF) television station, seven standard (AM) radio stations and six frequency modu-
lation (FM) radio stations. Market locations, frequencies, transmitter power and other station details

are set forth below: _
' : Television stations owned Explration
' : Explration _ date of
Stations a date of FCC Network network
and Iocat_lom Chunnel nutho_rlzatlop" lﬂillal_lon affiliation ( 'l }
CWPVETV ... v ereeasta. 6 @ i ABC .. Aug 15,1981
‘Philadelphia, Pennsylvania — _ ' :
KTRK-TV .........coivunenns e 13 Aug. 1, 1983 ABC- Apr. 2, 1981
Houston, Texas _
WKBW-TV ................. s 7 June 1, 1981 - ABC July 2, 1682
- Buffalo, New York _
w7 WINHETV UL e, 8 Apr. 1, 1981 ABC Jan. 1, 1983
— New Haven, Connecticut . ' 7
WIVD ........... eeieresarsa 11 Dec. 1, 1981 . CBS Sent. 11, 1981
Durham, North Carolina
KFSN-TV ....... e e enaen. . 30 Dec. 1, 1983 ‘CBS -Feb. 28, 1982
Fresno, California , ¥
Radio stations owned - _
' . uency ilower ' iration
: Stations : : AM-Kilohertz AM-Waiis d?ig 3 FCI;: Network
and loca_tions . FH-.llmIml:_ FM-Kllpwalb _ l'uthorluﬂop affillation{1) .
.o - 50,000Day s
KZLA ............ S e raaeas - 1540K 10,000 Night 2) None
Los Angeles, California ' : . :
WIR ........... R eeeraaes 760K 50,000 Oct, 1, 1982 NBC(3)
~ Detroit, Michigan _ . '
WPAT ................. eeeen. . 930K : 5,000 -(2) - None
Paterson, New Jersey _ .
-~ (Metropolitan New York) - _ o :
WBAP ...... e b eeeeensys 820K 50,000 Aug. 1, 1983 NBC(3)
: ‘Fort Worth, Texas . : ‘
WKBW . ... .. . it g 1520K 50,000 June 1, 1981 ™ “None
- Buffalo, New York : '
WPRO ..... e is i eaesaanas 630K 5,000 Apr. 1, 1981 None
. Providence, Rhode Island : : o : ' : o
I L 5,000 Day _ : - _ : e
WROW ... it - 390K 1,000 Night June 1; 1981 .CBS(3)
Albany, New York ; N '
WPAT-FM .......... erreseees 93.1M 12.5 June1,1981  None |
Paterson, New Jersey ] . S
~ (Metropolitan New York) - p L ,
 WIRFM . .... SR e 963M {7 50 .. Oct'1,1982 ‘None(3)
Detroit, Michigan : ' o : . :
KSCS-FM ........... eeenanes .o 963M 100 Aug. 1, 1983 None(3)
~ Fort ' Worth, Texas o : . : S o
WPRO-FM .............. eesees 92.3M ' 39" - (2) None
~ Providence, Rhode Island ' a S o
. WROW-FM ....... i, e 955M 8.3 June 1, 1981 None(3)
T Albany, New York '

KZLAFM ............. iveeers 939M 49 Dec.1,1983  Nome
Los Angeles, California L

A




(1) Although FCC: repulations prevent network contracts from having terms of more than two
years, such regulations permit successive renewals whicli are routinely granted.

(2) Regular renewal of the license of these stations has been delayed as described under Renewal
Matters on page K-7 of this report.

20 (3) Network aﬂiiiation agreements of WIR,- WBAP and WROW expire on October 31, 1981,
January 1, 1983 and December 30, 1982, respectively. CBS and NBC permit an FM station to dupli-

«cate programining covered under agreement with an associated AM station,

4
Competition

_The Company's television and radio stations are in cocinpetition with other television and radio
stafions, as well as-other advertising media such as newspapers, magazines and billboards.

Competition in the television broadcasting industry occurs primarily in individual market areas.
Generally, a television broadcasting station in one market does not compete with other stations in other
market areas, nor does a group of stations, such as those owned by the Company, compete with any
other group of stations as such. While the pattern of competition in the radio broadcasting industry is
basically the same, it is not uncommon for radio stations outside of a market area to place a signal of
sufficient strength within that area . (particularly during nighttime hours) to gain a share of the audience.

In addition to rﬁari:agement and experience, factors which are material to competitive position
include ‘authorized power allowance, assigned frequency, network affiliation, and local program accept-
ance, as well as strength ot' local competition.

Under ptesént regulations of the Federal Communications Commission (“FCC”) no additional

~ VHF television commercial stations may be constructed or operated in any of the cities where the.

Company’s television stations are located. However, as discussed below, the FCC has initiated a pro-
ceeding which could result in the assignment of additional VHF channels to several of those cities.

There are sources of television service other than conventional television stations. The most
common at present-is community antenna television (“CATV"). CATV can provide more competition

- for a station by making additional signals available to its audience. In 1972, the FCC adopted rules

intended to facilitate the development of CATV while avoiding undue competitive impact on the basic

‘structure of television broadcasting. Those rulés, and the policies underlying them, however, have been

modified by the FCC in ways intended to eliminate restrictions on CATV, and the modifications them-
selves are being challenged in the courts. No prediction can be made as to the extent to which CATV
systems bringing additional signals into the markets of the Company’s stations will develop. In addition
some CATV systems have begun supplying programming that is not available on conventional television
stations. See *Licenses—Federal Regulation of Broadcasting—CATV and Other Television Setvices”
for a discussion. of CATV, pay cable and subscription television.

LicenseseFFederal- Regulation of Broadcasting

Television and radio broadcasting are subject to the jurisdiction of the FCC under the Communi-
cations ‘Act of 1934, as amended (the “Communication Act”). The Communications Act empowers
the FCC, among other things, to issue, revoke or modify broadcasting licenses, to determine. the location
- of stations, to regulate the equipment used by stations, to adopt such regulations as may be necessary




to carry out the provisions of the Communications Act and to impose certain penalties for violation of
such regulations.

Renewal Matters

_ Broadcasting licensesimay be granted for a maximum period of three years and are renewable for

additional three-year periods upon application for renewal. During certain periods when a renewal -
. application is pending, competing applicants may file for the frequency in use by the renewal applicant.
Competing applicants may be entitled to a comparative hearing in competition with the renewal appli-
cant. No competing applications have been filed against any of the Company’s stations,

In addition, petitions to deny applications for renewal: of license may be filed during certain periods
iollowing the filing of such applications In recent years, representatives of various community groups
and others have filed increasing numbers of petitions to deny renewal applications of broadcasting
stations, mcludmg some of the Company’s stations.

On June 30, 1978, the New Jersey Coalition for Fair Broadcasting petitioned the Federal Com-
munications Commission to deny the application for renewal of the license of WPVI-TV, Philadelphia.
The Governor of New Jersey and the New Jersey Department of the Public Advocate filed petitions in
support of the Coalition. Similar petitioris were filed during 1978 with respect to most of the VHF televi-
sion licensees in Philadelphia and New York. The petitions allege that the licensees have failed to fulfill
special obligations to provide service to- New Jersey that have been imposed by the FCC on the
Philadelphia and New York City stations, The Company has opposed the petitions. The FCC has decided
that WPVI-TV has met its past New Jersey service commitments, but is considering whether those
commitments should be expanded to include establishment of an office and news bureau in New Jersey.
The Company has submitted to the FCC its proposal to establish an office and news bureau in Trenton.
Action on the WPVI-TV renewal application has been deferred pending the FCC’s consideration of the
proposal and the response thereto by the Coalition, which criticizes the proposals in some respects.

The FCC has also initiated rulemaking to consider various ways in which television service generally
to New Jersey may be increased, including adding six new UHF television channel assignments to the
State, waiver of existing subscription television rules to permit establishment of several over-the-air
subscription stations in New Jersey, authorization of certain “low power” facilities to serve communities
in the Sta.e, and possible transfer of one of the New York City VHF assignments to northern New Jersey.

In addition to the foregoing renewal matter, WPAT-AM’s application for renewal is being deferred
pending satisfactory completion of work pursnant to a construction permit allowing it to relax restrictions
on its nighttime radiation pattern. Renewal of the license of KZLA-AM has been delayed pending
completion of technical changes to its facilities. Regular renewal of the license of WPRO-FM has been
delayed pending FCC resolution of a dispute concerning interference to .a television station, allegedly
caused by a power increasé granted to WPRO-FM in 1972. It is not possible to predict how these
engineering matters will be resolved. However, it is believed to be improbable that any of them would be
resolved in a way that would have serious adverse effects on the operations of those stations.

Ownership Matters

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

The FCC’s “multiple ownership” rules provide, in general, that a license for a radio or television
station. will not be granted if the applicant owns, or has a substantial interest in, another station of- the
same type which provides service to areas already served by the station operated or controlled by the
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applicant. These rules further provide that a broadcast license to operate a radio or television station
will not be granted if the grant of the licensé would result in a concentration of control of broadcasting.
The rul¢s provide that a presumption of such concentration of control arises in the event that an entity
directly'or indirectly owns or has an interest in more than seven AM radio stations, more than seven
FM radio"stations, or more than seven television stations, of which no more than five may be VHF.
The Company now owns seven AM radio statlonb, sxx FM radio stations and six television stations, of
which five are VHF,

In addition, the FCC will not grant applications for station acquisitions which would result in the
creation of new AM-VHF or FM-VHF combinations in the same market under common ownership.
New combinations of AM-FM stations in the same market under common ownership are permitted.
However, the Commission has indicated that it intends to initiate a rulemaking proceeding to consider
whether to continue to permit commonly owned AM-FM combinations. Until that proceeding is com-
pleted, the Commission has also indicated that licensees creating new AM-FM combinations do so subject -
to the possibility that they may be required to divest one or the other of the stations.

Combinations of UHF television stations with AM stations, FM stations or AM-FM combinations
in the same market are not currently prohibited under the rules but will be considered by the FCC on
a case-by-case basis. However, the Commission is proposing a rule to eliminate this “UHF exception,”
and will not grant applications inconsistent with the proposed rule during the pendency of that proceeding.

Furthermore, under the FCC'’s rules, radio and/or television licensees may not acquire new owner-
ship interests in dally newspapers published in the same markets served by their broadcast stations.
Finally, FCC rules also prohibit a television licensee from owning CATV systems in communities which
are within the service contours of its television stations. Under these rules, the Company would generally
be barred from making acquisitions or sales which would result in the creation of new combinations, or
maintenance of existing combinations, inconsistent with the rules.

The Company presently owns one AM-VHF combination, WKBW-AM and WKBW-TV, Buffalo.
In addition, the Company presently owns daily newspapers in two markets in which it also holds radio
licenses. For purposes of these rules, The Oakland Press and WIR-AM and WIR-FM, licensed to
Detroit, are treated as in the same market, as are the Fort Worth Star-Telegram and WBAFP-AM and
KSCS-FM, licensed to Fort Worth, Under the rules, therefore, these commonly owned broadecast and
broadcast/newspaper combinations could not be transferred together. The Company has acquired certain
CATYV systems -and, as described more fully in the section entitled “Cable Television Systems—Recent
Developmenits,” is seeking to acquire Cablecom-General, Inc. (“Cablecom™), a corapany with substantial
CATV holdings. None of Cablecom’s interests would, if acquired by the Company, violate the
TV/CATYV rules. However, the rules would prohibit the Company from acquiring CATV systems or
franchises in communities within the service contours of its television stations,

" The FCC has adopted a rule prohibiting acquisitions that would result in common ownership of
_ three broadcast stations, any two of which are licensed in cities within 100 miles of the third, if the
service contours of the stations (as defined by the FCC) overlap. For purposes of this rule, commonly
owned AM and FM stations. licensed in cities no more than 15 miles apart are treated as one entity.
Under the current rules, combinations otherwise covered by the rule that include UHF television stations
are not prohibited, but will be considered by the FCC on a case-by-case basis. However, the Commis-
sion’s proposal to eliminate the “UHF exception?” also applies to this rule, and no apphf'atlons inconsistent
with the proposal will be acted on until the rulemakmg proceeding has been completed. The Company’s
broadcast holdings are consistent with the rule, but the rule could affect subsequent acquisitions.

Except as discussed below the FCC's rules specify that power to vote or control the vote of 1%
or more of the stock of a publicly-held licensee (i.e., a licensee with 50 or more stockholders) is the
test for determining whether an entity should have the licensee’s broadcast stations or newspapers
attnbuted to it for purposes of the multiple ownership rules. However, the FCC'’s rules penmt a quali-
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fying mutual fund to vote or coutrol the vote of up to 5% of the stock of a publicly-held broadcast
licensee before the licensee's stations will be attributed to the mutval fund. The rules also permit insurance
companies or banks holding stock in their trust departments to vote or control the vote of up to 5% of
the stock of a pubticly-held licensee before the licensee’s stations are attributed to them, provided that
such insurance companies or banks do not cxercisc any control over the management or policies of the
publicly-held broadcast company or conipanies in which they hold in excess of 1% of the stock.

The FCC has indicated that it is considering rules which would permit certain categories of passive
shareholders to own up to 10% of the shares of broadcast stations and newspapers which could not be
commonly controlled under the rules. At the same time, the FCC has begun a proceeding to consider
whether it should treat certain other ownership interests which do not include the power to vote or
control the vote of stock of a licensee as also triggering the multiple ownership attribution rules. Among
the interests being considered are beneficial interests in trusts (where the power to vote resides in the

trustee), preferred stock interests, and various kinds of debt interests. The Company cannot predict
the outcome of these proceedings.

CATV and Other Television Services

As noted above, CATV can provide more competition to a television station by making additional
signals available to its audience. FCC rules currently require CATV systems to carry the signals of the
television stations in whose cervice areas they opcrate, and protevi--local network-affiliated stations’
exclusive rights to broadcast network programming against the simultaneous broadcast of the program-
ming on distant stations carried by CATV systems operating in their service areas.

The FCC has recently decided to eliminate other rules restricting CATV importation of signals of
distant non-network, independent stations into a market and its related rules protecting stations’ rights
to :exclusive exhibition of syndicated programming in their markets. The FCC’s decisions to eliminate
these rules, which have been appealed to the courts, will permit CATV systems operating in markets
served by the Company’s television stations to transmit into those markets signals of additional inde-
pendent stations, as well as syndicated programming against which the stations could have claimed
exclusivity protection under the former rules. The Commission’s decision has been stayed pending
judicial review, permitting the restrictions to remain in effect until the appeal proceedings are concluded.
The Company cannot predict the outcome of these various proceedings or the future competitive impact
of the changes made by the FCC, if they are upheld.

Some CATV systems have begun supplying additional programming to subscnbers that is not
originated on, or transmitted from, conventional television broadcasting stations. In addition, there have
been attempts to develop television service that emphasizes the origination and/or distribution for a fee
of programming not available as part of a conventional free television service. The FCC’s rules do not
place any restriction on the number of such cable suhscription services in a market and likewise permit
an unlimited number of broadcast subscription services in any market already served by at least four
conventional television stations. FCC rules impose certain limitations on programming offered by
broadcast subscription television services but do not restrict' similar programming offered by CATV
systems. The Company cannot predict the future competitive impact of such subscription services.

The FCC has taken other recent actions which offer the possibility of increased competition to con-
ventional television stations. It has proposed to add 2 large number of additional VHF assignments to
markets across the country, including a new channel to the Houston market- served by KTRK-TV, ten
new channels to the Fresno, California, market served by KFSN-TV, and two new channels to the
Hartford market, served by WINH-TV. Each new channel assignment or proposed assignment represents
a potential new VHF station in the affected market. The FCC has also proposed rules facilitating
direct broadcast satellite operations and creating a new service of low power television facilities to
supplement existing conventional television broadcast service. The Company has applied for such low
power facilities in Raleigh-Durham, Buffalo, Houston, Fresno and New Haven. The Company cannot
predict what action the FCC will take on these applications or on the proposed low power television
service; nor can it predict the competitive effect should this service be authorized.
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Clear-Channel and Related Radio Proceedings

The FCC has rejected proposals to permit so-called clear-channel radio stations to increase their
power and has decided to allow new radio stations to operate on the frequencies of such clear-channel
stations, thereby reducing the range of clear-channel stations, WJR-AM and WBAP-AM both operate
on clear channels. The Company and others have appealed that decision, and judicial review proceedings
are pending. The Company.is unable to predict the impact of the Commission’s decision on the operation
of WIR-AM or WBAP-AM, the degree of additional competition which the Company’s other radio
stations may face from new radio signals that might become available in their service areas, or the ultimate
outcome of the judicial proceedings.

In other actions designed to increase the number of aural outlets, the Commission has initiated
studies of the possible expansion of the AM band to include new frequencies and of the possible reduc-
tion of the AM station bandwidth from 10 kHz to 9 kHz. Both of these actions would require, inter
alia, some modifications of international treaties governing use of the radio spectrum. The Commission
has also indicated that it intends to initiate a proceeding that would explore ways to increase the number
of FM allocations available for assignment. The Company is not able to predict the outcome and impact
of these various proceedings.

Network Proceeding

The FCC has initiated a proceeding investigating the acquisition and distribution of television
programming by the three national television networks, Among other matters, the investigation encom-
passes the relationship between the networks and their program suppliers and between the networks
and their affiliates—particularly as to such subjects as the degree of affiliate reliance on network pro-
gramming, the opportunities of affiliates to review network programs prior to broadcast, and the nature
and effects of network-station compensation plans. All six of the Company’s television stations are
affiliated with national television networks. The Company is unable to predict the outcome of this
proceeding or the effects on network-station relationships. which any FCC action might have.

* * * » *

Proceedings, investigations, hearings and studies are periodically conducted by Congressmnal
committees and by the FCC and other government agencies with respect to problems and practices of,
and conditions in, the broadcasting industry. The Company cannot predict whether new legislation or
regulations may result from any sitch studies or hearings or the adverse impact, if any, upon the Com-~
pany’s operations which might result therefrom,

- The information contained under this heading does not purport to be a complete summary of all
the provisions of the Communications Act and the rules and regulations of the FCC thereunder or of
pending proposals for other regulation of broadcasting and related activities. For a2 complete statement
of such provisions, reference is made to the Communications- Act, to such rules and regulations and to
such pending proposals.

Canadian Television

Current Canadian law prevents Canadian advertisers from deducting as a business expense for
purposes of Canadian income tax the cost of advertisements placed on United States television stations
which are aimed primarily at Canadian audiences. In addition, the Canadian Radio-Television Com-
mission has in the past sought to require Canadian cabie television systems that carry the signals of
United 3tates stations to delete the commercials of those stations and substitute either public service
annouiicements or commercials supplied and sold by Canadian television stations. The Canadian Radio-
Television Commission has agreed to a delay in the “further implementation” of this proposal for purposes
of further study, but it has not taken any steps to withdraw previously issued authority to certain cable
systems to engage in such deletions.




The Company is a party to lawsuits in the Canadian courts against a Toronto cable company which
has engaged in deletion of some commercials on the channels of the Company’s Buffalo station,
WKBW-TV, and two other Buffalo stations. These cable. company lawsuits remain pending.

The United States Special Trade Representative has found that the Canadian tax legislation creates
an unreasonable burden on the international commerce of the United States. Upon recommendation of
the Special Trade Representative, the prior Administration proposed that the United States retaliate by
adopting comparable legislation affecting Canadian television stations that sell time to United States
advertisers. The current Administration has not yet taken a position with respect to this matter.

Over the past several years there have, in fact, been a number of efforts by responsible United
States authorities to institute negotiations with Canada on the border television question in the context
of multilateral trade negotiations, bilateral tax treaty negotiations and otherwise, None of these efforts
has resulted in any expression of willingness to negotiate by the Canadian government.

The Company cannot predict the outcome of any of the described proceedings or efforts, Station
WKBW-TV has derived substantial revenues in the past from the sale of time to Canadian advertisers,
and the Canadian policies described above have been explicitly designed to reduce—and have reduced—
those revenues.

Cable Telsvision

During 1980, the Company acquired franchises to construct and operate cable television systems in
suburban Indianapolis, Indiana, suburban Detroit, Michigan, suburban Akron, Ohio, certain areas in
Washtenaw County, Michigan, communities located near Corpus Christi, Texas, suburban Chicago,
Illinois and Sandoval County, a suburb of Albuquerque, New Mexico, which franchise areas together
contain an aggregate of 100,000 homes, of which about half would be expected to become subscribers.
The Company is constructing the systems and expects them to be substantially completed bty late 1981.

A cable television system receives, amplifies and distributes to its subscribers television signals
originating from local or distant television broadcasting stations. The signal may be received off-the-air
by use of high antennas, by microwave relay or earth stations receiving satellite transmissions, The
system may also distribute live, automated or other programs originated by the system or originated by
other than a broadcasting station, The latter form of programming, for which a separate charge is made,
is popularly called “pay cable” or “pay TV”.

Cabic television systems operate in a highly competitive environment. They compete with the direct
reception of broadcast television signals by the viewer’s own antenna. The extent of such competition
depends upon the quality and quantity of the broadcast signals being received by direct dntenna reception
as compared to the services rendered by such system. The systems also compete with translator stations.
and in varying degrees with other communication and entertainment media,

The Company is generally subject to the requirements of state and local governmental law and the
interpretation thereof in the granting of a franchise and the operation of its systems. The franchises
granted by local governmental authorities are typically nonexclusive and generally contain various condi-
tions and limitations relating to payment of fees to the local authority, determined generally as a per-
centage of revenues, limitations on installation and/or service charges, conditions of service, technical
performance and various types of restrictions on transferability. Failure to comply with such conditions
and limitations may give rise to rights of termination by the local governmental authority. ' '

The cable television industry is subject to extensive regulation by the FCC, although the FCC has
-recently adopted proposals which eliminate many of its regulations concerning cable television, Existing
FCC regulations contain detailed provisions concerning, among other things, television broadcast signals
that may have to be carried by the cable system, carriage of distant additional signals, exclusivity of
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network and non-network programs, black-out of certain sporting events, technical standards, perfor-
mance testing requirements, limitation on franchise fees (bul not on service rates which are usually
determined under local franchises), cross ownership of cable television systems and television broadcast
stations and comprehensive annual reporting requirements, The FCC also has the authority, with certain
limits, to regulate the rates charged by telephone and utility companies for the rental of poles used by
cable television companies to attach their cable distribution network; however, the FCC’s authority in this
area may be preempted by any state which certifies to the FCC that it has the statutory authority to do so.

e

Tn September 1980, the FCC issusd a decision reacmdmg regulations that limited the number of
distant signals a cable syslem could carry and .that required a cable system to blackout certain non-
network programs from distant stations when a local station was licensed to televise the program.
Broadcasters opposing the FCC’s action have sought judicial review thereof and the United States Court -
of Appeals for the Second Circuit has issued a stay of the FCC’s decision. Th;. regulatlons remain is -
effect pending a Court determination of the matter. S

The FCC is considering proposals to remove the FCC limitation on the franchise fees which can be
imposed by franchising authorities and to remove the FCC regulations which prohibit local authorities
from regulating service rates for premium cable service. The removal of either such limitation could
advcrsely affect the Company’s C'lble television business.

The FCC is constantly reviewing its rules, regulations and policies concerning the cable television
industry. In addition, the Senate and House Communications Subcommittees are considering legislation
that would also affect the industry. Any of such proposed laws, rules, regulations or policies could have
a matenal ‘adverse affect on the cable industry.

Recent Developments

On November 13, 1980, the Company signed an agreement with Cablecom-General, Inc. and -
RKO-General, Inc. pursuant to which the Company intends to acquire all of the equity securities of
Cablecom for an aggregate price of approximately $139,200,000. The completion of the transaction is
subject to the receipt of certain governmental, regulatory and other required approvals.

The following information concerning Cablecom has been derived from its Annual Report on Form
10-K for the year ended November 30, 1980, :

Cablecom is engaged, directly or through its investments in joint ventures and affiliated corporations,
in the operation of 43 cable television systems in 12 states. As of November 30, 1980, Cablecom’s cable
television systems had approximately 250,000 basic and 99,000 pay subscribers. In addition, Cablecom
is engaged in the businesses of operating motion picture theatres (including related food concessions).

The following table sets forth certain information for each industry segment of Cablecom for each
of the years ended November 30, 1980 and 1979. '

1980 1979
Reven_ucs: . .
Cable television ... sevees e $30,906,130  $22,651,577
Theatre .....covvivveinnnnnnn . 11,658,843 10,939,628
Income before interest expense, unallo-
cable items, income taxes and extraor-
dinary items:
Cable television ............... $10,710,736  $ 7,596,047
Theatre ........... e ena 1,208,441 1,139,014

For the year ended November 30, 1980, Cablecom had total revenuesand net income of $46,826,035

and $6,314,500, respectively. As at November 30, 1980, Cablecom had total assets of $71,386,530 and
stockhatders’ equxty of $37,661,529,
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ftem 2. Properties.

The Company currently occupies executive offices at 485 Madison Avenue in New York Cily. It
plans to move during 1981 to new quariers in New York City at 24 East 51st Street under a lease
expiring in 2011. The principal executive and editorial offices of Fairchild are located in New York City
and are owned by the Company. All of Fairchild’s offices in other cities are leased. The editorial offices
of the International Medical News Group are located in Rockville, Maryland and are also owned by the
Company. All of the premises occupied by the newspapers are owned by the Company.

The Company owns all of its broadcast transmitter sites except those of WBAP—A_M, KSCS-EM,
WPAT-FM, WIR-FM, WROW-FM, and KZLA-FM, which are occupied under leases expiring at various
dates through 2019. All broadcast studios and offices are owned except those in Albany, Fort Worth,
Detroit, New Haven and Buffalo {(WKBW-AM), which are occupied under leases expmng at various
dates through 1993,

Item 3. Legal Proceedings.

The following constitute pending legal proceedings, othier than ordinary routine litigation incidental
to the business, to which the Company or any of its subsidiaries is a party or of which any of their prop-
erty is the subject. Based on evaluation of the facts which have been ascertained: zud the opinions of
counsel handling the defense of these matters, management does not believe the vutcome of such legal
proceedings will, in the aggregate, have a material adverse effect on the financial statemenis of the
Company.

On or about January 13, 1975, an action was commenced against The Kansas City Star Company
(the “Star™) in the United States District Court for the Western District of Missouri by Gweldon L.
Paschall on behalf of himself and other independent contract newspaper carriers. The Star was acquired
bz the Company in February 1977. The action seeks declaration that each carrier has a property right in
his respective contract for distribution of the newspapers. On November 10, 1978, the Court issued a
preliminary injunction against a proposed conversion of independent distributorships into agencies as a
possible violation of the Sherman Act and ordered that a trial be held to determine whether the prelimi-
nary injunction should be made permanent. A trial, limited. to the issue of whether the preliminary
injunction should be made final or dissolved, was recently completed with the decision under advisement
to be handed down at a later date. The Star’s motion for summary judgment on the claim of damages
was grantcd by the Court.

On or about March 1, 1979, an action was commenced against the Star in the United States District
Court for the Western District of Missouri, Western Division, by John J. Mixer and four additional parties
plaintiff, alleging violations of the Clayton and Sherman Antitrust Acts. Plaintiffs claim to represent a

~class of approximately 300 .carriers. The charge is that the Star, which had previously collated. and

inserted the. various sections of the paper into a single unit for distribution to the plamtlffs, threatened

to cast the burden of so doing on the plaintiffs. The plaintiffs are contract newspaper carriers. Plaintiffs
seek an injunction and treble damages.

On or about April 23, 1979, an action was instituted by William G. Strub, et al. against the Star and
the Company in the United States District Court for the Western District of MISSOHI‘I, Western Division,
in an antitrust suit brought by 7 former independent contract carriers and by 2 representativeés of the
estates of 2 deceased individuals who were formerly independent contract carriers, claiming violation of

- the Sherman Act. Plaintiffs seek treble damages. Request has been made to have the case handied as a

class action. The case awaits the outcome of the decision of the Court in the Paschall case.

On or about October 4, 1978, an action was instituted in the United States District Court for the
Western District of Missouri by Leo E. Flaherty against the Star claiming damages for $150,000 arising

from his purchase of a carrier contract and punitive damages of $2,000,000. The complaint in that action
was amended to make the Company a party defendant.

On or about May 25, 1979, an action was instituted in the United States District Court for the
Western District of Missouri, Western Division, by Paul Dean Feagans and two other former independ-
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ent contract carriers whose complaint and prayers for relief are identical to those in Willium G. Strub,
et al, against the Star. All activities in the case have been stayed pending resolution of the Paschall cese.

On or about September 20, 1978, an action was instituted in the Circuit Court of Jackson County,
Missouri by Robert S. Miskimen on behalf of himself and approximately 267 other parties plaintiff,
against the Company and the Star. Plaintiffs as carrier distribuiors of the Star’s newspapers are seeking
an injunction restraining defendants from refusing to sell newspapers to the plaintiffs for distribution
to home delivery subscribers, for a declaratory judgment relating to plaintiffs’ property interests in their
respective territories and for aggregate compensatory damages of $100,000,000. Addltlonally, each
of the plamuffs is asking for punitive damages of $100,000,000.

There are also eight other actions pending in various Missousi state courts seekmg damages against
the Star arising from alleged interference with plaintiff’'s property rights and contractual relationships
with newspaper camers which in the aggregate are not mpterial.

v Item 4. Security Ownership of Certain Beneficial Owners and Managemenrd.

Incorporated herein by reference to page 2 of the Company’s definitive Proxy Statement for the o
annual meeting of shareholders on May 6, 1981. ' S 4

Executive Officers of the Company
Director.  Officer

Name Age since since . Title |
Thomas S, Murphy ........ 55 1957 1958 Chairman "of the Board of-Directors o]
' and Chief Executive Officer L
Daniel B, Burke .......... 52 1967 1962 President, Director and Chlef Operat-
ing Officer
Joseph P. Dougherty ....... 56 1967 1959 Executive Vice President, Presnden_t of
Broadcasting Division and Director
John B. Fairchild ......... 54 1968 1968 Executive Vice President, Chairman of
the Board of FalfChlld Pubhcanons
: and Director :
o ~ JohnB.Sias .............. 54 1977 1975 Executive Vice President, President of .
: Publishing Division and Director
William R. James ......... 47 1969 Senior Vice President and President of = g
, Cable Television Division
Robert K. King ........... 52 1962 Senior Vice President
Andrew E. Jackson ........ 46 1971 Vice President
John E. Shuff, Jr. . ... . 40 1977 Vice Presidéat
Ronald J. Doerfler’, ........ 39 1977 Vice President and Chief Finantial
- Officer
Gerald Dickler ............ 68 1954 1954 ‘Secretary and Director
Robert W. Gelles ......... 57 1963 Treasurer, Controller and Assistant
Secretary

Al officers have been actively associated with the Company for more than five years and for all
except Mr. Dickler such association has been their principal occupation. Mr, Dickler has concurreritly
been actively engaged in the practice of.aw as a partner in the law firm of Hall, Dickler, Lawler, Kent &
Howley, general counsel for the Company. There is no relationship by blood, marriage, or adoption, not

more remote than first cousin, among them. All oﬁicers hold office at the pleasure of the Board of
Directors.
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PART 1

ltem 5. Market for the Registraat’s Common Stock and Related Security Holder Matiers.

The mformdtron called for by this item is included on page 38 of the 1980 Annual Report to Share-
holders and is mcorporated herein by reference.

ltom 6. Setected Financial Data.

" The information called for by this item is included on page 24 of the 1980 Annual Report to Share-
holders and is 1nco-~c~rated herein by reference. :

item 7. Management's Discussion and Anatysis of Financial Condltton and Resulis of
Operations.

The information called for by this item is included on page 25 of the 1980 Annual Report to Share-
holders and is incorporated herein by reference.

 Item 8. Financial Statements and Suppfementan Data.

The information called for by this item is mclude'l ‘on pages 28-38 of the 1980 Annual Report to
Shareholders and is incorporated herein by reference. ‘ .

PART Ili

‘tem 9. Directors and Executive Officers of the Registrant.

~Jncorporated herein by referencc:tc pages 1.and 2 of the Company’s deﬁmtrve proxy statement for
the annual meeting of shareholders on May 6, 1981. Information concerning the executive officers is
included in Part I, on page K-14.

liem 10. Management Remuneration and Transaclions.

Incorporated herein by reference to pages 3 through 7 of the Company’s deﬁmtrve _proxy staternent
for the annual meeting of shareholders on"May 6, 1981.

PART IV ; N

i
[\

Item 11. Exhibrts, Fmancml Statement Schedutes and Reports on Form 8-K.
(a) 1 Fmancml statements ‘and ﬁnanc:al statement schedules o . 0

"I_‘_he financial statements and schedules listed in the accompanying index to financial state-
ments are filed as part of this annual report.

SR

2. Exhibits

The exhibits listed on the accompanying index to exhrbrts are ﬁ!ed as part of thrs annual

report,

{b) Reports on Ponm 8K."

The Company filed a repnrt i Form 8—K dated November 13, 1980, reporting the signing of
a definitive agreement ; o,' the Conipany, RKO' General, Inc. and C.ablecom-GeneraI Inc.
whereby ‘the Company will acquire .Cablecom-General, Inc,

N
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CAPITAL CITIES COMMUNICATIONS, INC.
AND SUBSIDIARIES

INDEX TO CONSOLIDATED FINANCIAL STATEMENTS
AND FINANCIAL STATEMENT SCHEDULES
COVERED BY REPORT OF CERTIFIED PUBLIC ACCOUNTANTS

(Item 11(a)1.)
Reference
o -Annuetl Report
: R Sharelgoldare Form 10-K
Consolidated balance sheet at December 31, 1980 and 1979 .........4... 30
For the years ended December 31, 1980, 1979 and 1978: - -
Consolidated statement of income ................... ... ool - 28
Consolidated statement of changes in financial position ............ 29
Consolidated statement of stockholders” equity .................... 32
Notes to consolidated financial statements ...............ccouen.. 33
Financial statement schedules for tl'e years ended December 31, 1980, 1979
and 1978:
V—Property, plant and equipment’ ............ ... ..o ‘ K-17
VI—Accumulated depreciation and amomzatlon of property, plant
and equipment . ... ... i i it K-18
VIII--Valuation and qualifying accounts ..............00 araeae X-18

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

~ Financial statements and schedules of Capital Cities Communications, Inc. (not consolidated) are
omitted since the Company is primarily an operating company, and subs:dlarles\mcluded in the consoli-
dated financial statements in the aggregate, do not have mmbnty interests and 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 consolidated balance sheet.

* » * » * * *

The consolidated financial statements of Capital Cities Communications, Inc., listed in the above
index which are included in the Annual Repart to Shareholders for the year ended. December 31, 1980,

~ are hereby incorporated by reference, With thé exception of the Items referred to in Items 1, 5, 6 and 7,

the 1980 Annual Report to Shareholders is not to be deemed filed as part of this report.

CONSENT OF CERTIFIED PUBI..IC ACCOUNTANTS

* We consent to the incorporation by reference in this Annual Report on Form 10-K of Capital Cities
.Commumcatlon_s Inc. for the year ended December 31, 1980 of our report dated February 18, 1981
included in the 1980 Annual Report to Shareholders of Capital Citi¢;, Communications, Inc.

We also consent to the addition of the financial staten_i‘ent ,scﬁedule_s listed in the accompanying
index to financial statements and financial statement schedules to the financial statements covered by

_our report dated February 18, 1981 incorporated herein by reference.

‘We also consent to the incorporation by reference in the Reglstranon Statements Form S-8
Mo. 2-58945 for the registration of 630,067 shares and Form S-8 No. 2-59014 for the registration of

- 287,195 shares of its common stock and in the reiated Prospectuses of our report dated February 18,

1981 with respect to the financial statements and schedules of Capital Cities Communications, Inc.
incorporated by reference in this Annual Report on Form 10-K for the year ended December 31, 1980. _

ARTHUR YOUNG & COMPANY"

New York, New York
February 18, 1981 .
- 4 : K-16




b

wp

CAPITAL CITIES COMMUNICATIONS, INC. AND SUBSIDIARIES
Index to Exhibits (item 11(a)2.) 5

(3) Articles of mcorporanon as amended through May 12, 1980 and by-laws as amended through

“ March 9, 1981,

(11) Computation of per share earnings is included on page 24 of the 1980 Annual Report to
Shareholders and is incorporated herein by reference.

(13) The Company’s 1980 Annual Report to Shareholders. (This report, except for the portions

thereof which ure incorporated by reference in this Form 10-K, is furnished for the information of the
Securities and Exchange Commission and is not to be deemed “filed” as part of this Form 10-K.)

. (22) Subsidiaries of the Company.

{Thousands of Dollars)

SCHEDULE V—PROPERTY, PLANT AND EQUIPMENT

Additlons at cost

$125,724

“$(2,850)

. her
Balance at  Publishing Retlre- chgr:gn—— Balance
- - beginning . companies inent reclaesifi- at close:
] o! perlod acquired Other or sales catlon of period

Year ended Lecember 31, 1980: ) '

. Land and improvements ....... $ 12,652 $ 709 $ 1,091 $ — $ 14,452
Buildings and improvement .... 43,478 1,555 1,542 (103) 46472
Broadcasting equipment ..... . 35,962 — 5,186 (991) 40,157
Printing machinery and ) ’ -

equipment ........... O 53,794 4203 4,014 {1,164) ., 60,847
Other ........oveus sereriavine 12,057 489 11,778 (542) 23,782
'$157,947¢ $6,956 $23,611 $(2,800) $185,710

[

Year ended December 31, 1979: ’

Land and improvements ..... «  § 12,554 $ 128 $ (30) $ 12,652
Buildings and improvement .... 41,912 2,195 ~ (629) 43,478
Broadcasting equipment -...... 29,846 6,842 (726) 35,962

Printing machinery and N
equipment ..... ararersriein 46,871 8,159 (1,236) 53,7194
Other ..ivvveiriiininnnn 11,360 854 (157) 12,057
: ) ) $142,543 $18,178 $(2,778) $157,943

- Year ended December 31, 1978: \

* Land and-improvements ....... $ 12,024 $ 1M $ 913 $ (554) s $ 12,554 =
Buildings and improvement .... 35901 998 '5,7'7_’0 (5 - @ - 41,912
Broadcasting equipment ......: 27,139 — 3,776 (1,069) —_ 29,846
Printing machinery and. ol

. equipment ;,..... A, 40,841 2,084 3,058 (112} ”_1,000 + 46,871

: O'Ihér ......... PPN arracarens 9,819 102 2,797 (358) {1,000) 11,360

$3,355 $16,314 § - $142,543

Depreciation is gener’élly provided on a straight-line basis over their estimated useful lives; build-

K-17 -

Se

-ings and improvemeits—10 to 50 years; broadcasting equipment-—4 to 8 years; prmtmg machinery -and.
equipment—35 to 10 years; cable television plant—1Q years. o
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CAPITAL CITIES COMMUNICA'"ONS INC. AND SUBSIDIARIES

SCHEDULE VI—ACGUMULATED DEPRECIATION AND AMORTIZATION OF PROPERTY, PLANT AND EGUIPMENT

- (Thousands, ol Dollnn) Other
_Balance at  Publlshing Rellre- changes— Balance
beginning company Charged ments reclassifi- at close
L ol pnriod acquired to lncome or sales cation of period
Yc_m: ended December 31, 1980:
Land and improvements ....... § = 443 - T $ - . $ 497
Bmldnhgs and lmprovement 17,591 1,595 (86) 19,100
T Bmadcastmg equipment ....... 21,454 ] 3,420 T (910) 23,964
. " Printing machinery and ‘
ST equipment ... ... .v.iianin. 31,224 o 5,056 (920) 35,360
Other .vvvivenvinieinniennin. 5,622 1,342 ©(393) - 6,571
o ' ' $ 76,334 | $11,467 $(2,309) $ 35,492
Year ended December 31, 1979: v
Land and improvements ....... $ 399 $ 44 $ — $ 443
Buildings and improvément .... 15,998 1,811 (218) 17,591
Broadcasting equipment ....... 19,148 2,891 (585) 21,454 K
Printing machinery and ' L :
equipment ....... e amesaarae 27,78§ . 42Tl y '1‘"\\{_§33) 31,224
(0752 S 4,903 _ 977 - (25B) 5,622
. ' _ $ 68214 $ 9,994 $(1,894) $ 76,334
" Year ended December 31, 1978: o _

-Land and improvements ....... $- 362 $ — $ 3 $ @ s — $ 399 .
Buildings and improvement .... 14,126 711 1,554 - " (393) — 15,998
Broadcasting,equipment ....... 17,456 — 2,680 (988) i 19,148
Printing machinery and * : 0

equipment .......... eiesaens 22,072 1,462 4,362 - (198) 88 27,786
Other ......... et 4,368 58 850 (285) (88) 4,903
& $ 58384  $2,231 $ 5485 - $(1,866) $ —. $.68,234
O
'SCHEDULE Vill--VALUATION AND QUALIFY'NG ACCOUNTS . _
' {Thousands of Dollars) o Balance at Deductions . Balance’,
‘ . - beginning Charged from atclose
59 B of period to.income reserves{A) ° of period
~ Deducted from accounts and notes reczivable: : ' S ' B
Year Ended December 31, 1980 ......... $3,282 $3,929 $(3,312) $3,899
Year Ended December 31, 1979 ,......... $2,429. $3,150 $(2,297) $3,282 [
i Year Endf{c}\_December 31,1978 .......... $2,355 $2,064 $(1,990) -$2,429 '
3
& (A‘ Accounts wntten—off net. i
= '}:ﬁ, .
- :”/
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SIGNATURES

‘Pursuant to the requ!reﬁmnts of Section 13 or 15(c) of the Securities Exchange Act of
1934, the registrant has duly caused this Annual Report to be signed on its behalf by the
underslgned thereunto duly authorlzed

CAPITAL CITIES COMMUNICATIONS, INC.
(Heglstranl)

/8/ GERALD DICKLER
Gerald Dickier, Secretary

March 18, 1981

_ ‘Pursuant to the requirements of the Securities Exchange Act of 1934, this report has
‘been signed below by the following persons on behalf of the registrant and in the capacities
~ and on the dates indicated: :

Principal Executive Officer:

/s/ THOMAS S. MurPHY ~ March ‘9, 1981
{Thomas S. Murphy) :

Principal Fmancnal Officer:

/s/ RoNALD J. DOERFLER : March. 9, 1981
-(Ronald J. Doerfler)

Controller:

/s/ ROBERT W. GELLES . ~ March 9, 1981
"~ {RobertW. Gelles)

Directors:

/5/ DaNiEL B. BURKE | March 9, 1981
(Danlet B. Burke) i '

/s/ AMON G. CARTER, JR, : March 18, 1981
(Amon G. Carter, Jr.) L _
/s/ GERALD DICKLER e : "l March 18, 1981
- {Gerald Dickler) ; v
/s/ JOoSEPH P. DOUGHERTY March 9 1981
(Joseph P, Dougherty) N
/s/ JouN B, FAIRCHILD Marchi 9, 1981
~ (John B.Falrchiid) .
- /s/°"WILLIAM . LaSDON o March 18, 1981
~ (Willlam S. Lasdon) _
/s/ THOMAS S. MURPHY . March 9, 1981
(Thomss.S. Murphy) . . _
/s/ JouN H. MULLER, JR. March 9, 1981
(John H. Muller, Jr.) : -
~ /s/ JORN B.SiAs March 9, 1981
(John B. Sias) : o

/s/ WILLIAM I. SPENCER | March 18, 1981 '
(William 1. Spencer) : .

/s/ LOWELL THOMAS - ' March 9, 1981
{Lowell Thomas) : : ’




Capltai Cities Communications, Inc.

-Capital Cities: A Brief .Chronolbgy

1954 « Purchase of Hudson Valley Broadcasting

Company, Inc., operator of a UHF television
-station (WROW-TV} and AM: radio station
(WRGW-AM) in Albany, New York.

. VHF approval granted and call letters changed
to WTEN-TV,
Purchase of television station WTVD, Durham,
North Carolina.
First publlc offering of lhe company's common
stock » i

P_urchase of television station WPRO-TV and
radio stations WPRO-AM and FM, Providence,
Rhode Island.

Purchase of television station WKBW-TV and
radio station WKBW-AM, Buffalo, New York.
Purchase of radio stations WPAT-AM and FM,
Paterson, New Jersey (Metropohtan New York
City). .

Purchase of radio stations WIR-AM and FM,
Detroit, Michigan.”
Purchase of television station WSAZ-TV

. Huntington, West Vtrgmla

Company’s stock listed on the New York Stock
Exchange. B

Purchase of radio stations KPOL-AM and FM
(now KZLA-AM and FM), Los Aggeles, Ca!ifornia.

Acquisition of television station KTRK-'I_'V,
Houston, Texas, in exchange for WPRO-TV,
Providence, Rhode Island and cash

Acquisition of Fairchlld Publications, Inc.,

" New York City, publisher of Women's Wear Daily
and seven other buslness pubhcat:ons

'Purchase of The Pontiac Press (now The Oakland
Press), a daily newspaper in Pontiac, Michigan.

Purchase of television stations W_i’VI-TV,
Philadelphia, WITNH-TV; New Haven, and
KFSN-TV, Fresno, California, together with the
sale of WTEN-TV, Albany, New York, and
WSAZ-TV Huntington, W&it Virginia.

Purchase of the News-Democrat, a dally ‘newspaper
-ini Belleville, Illinois.

Purchase of American Metal Market, a dally
‘busiress newspaper.
* Start-up of W, a.consumer biweekly version

of Women's Wear Daily.

Purchase of Carter Publications, Inc., publisher
of the Fort Worth Star-Telegram, a moriting,
eveéning and Sunday newspaper, and of the
Citizen-Journal, Arlington, Texas, a suburban
newspaper, as well as operator of radio stations
WBAP-AM and KSCS-FM, Fort Worth, Texas.

sPurchase of the International Medical. News

Group, publisher of six specialized, controlled-
circulation medical publications.

Start-up of Energy User News, a weekly business
newspaper. .
Purchase of The Kansas City Star Company,
publisher of The Kansas City Times, a morning
newspaper, and The Kansas City Star, an evening
and Sunday newspaper.

Purchase of the Wilkes-Barre Publishing Company,
publisher of the Times'ceader, an sll-day newspaper -
in Wilkes-Barre, Pennsylvama

v Start-up of SporiStyle, a twice-monthly busmess ‘

newspaper.

Sfart-up of Home Fashions Textiles;"a monthly
magazine for the textile industry, and Entrée,
a monthly.newspaper for the gourmet cooking
and housewares trade.

Company enters the cable television business

by acqumng seven companies wnth unbuilt
franchises in six states.

Agreement to acquire Cablecom-General, Inc.,

a major cable television operator with 43 systems.
Purchase of the Democrat-Hezsld Publishing
Company, publisher of two daliy newspapers and

. six weekly or semiweekly newspapers in Oregoa,

and two national stamp publications.
Purchase of Pennypower Shopping News, Inc., "
publisher of weekly shoppmg guides in Wichita

-and Topeka, Kansas, and in Spnngﬁeld Missouri.

Start-up of weekly shopping guides in Tulsa,
Oklahoma, and in. Dallas County, Texas.

Purchase of Shore 1.ine Newspapers, Inc., publisher-
of nine weekly newspapers and shopping gutdes

in Connecticut, _

Start-up of specialized publications: MIS Week, .
a weekly newspaper for the management information
systems industry; Multichannel News, a weekly
newspapér for the cable television industry; and
Aches & Pains, a monthly clinical medical
magazine, _

Purchase of Heaf Treating, a monthly metals
‘industry trade magazine, and The Professional
Press, Inc., publisher of five ophthalmiic and
professional magazines.




Capital Cities cOmmuhiq_alions, Inc.

B;_oard of Directors
THOMAS S. MURPHY -
Chairman of the Board

DaNIEL B, BURKE
President

A¥xonN G. CARTER, IR.
. Umrrman of the Beard and Publisher, Carter Publications

.GERALD DIgKLER g =
Secretary; Pﬂrmer, Hall, Dn.k!er, Lawler, Kent & Howley, Attorneys at Law

* . JosePH Py DOUGHERTY
Executive Vice President; President, Braadcmung Division

JoHN B. FAIRCHILD ]
-Executive Vice President; Chairman, Fairchild Publications

" WILLIAM S. LASDON
Vice Chairman of the. Board and Chairman of the Execuitive Commilree, Warner-Lambert Co.

Joun H, MULLER, Ir. E“
Chiairman of the Board and President, Genural Housewares Corp.

WIiLLIAM I. SPENCER
President and Chief Administrative Officer, Citicorp and Citibank

Joun B. Sias
Executive Vice President; President, Publishing Division

LowEeLL THOMAS )
Author, Motion Picture Producer, Broadcast Newscaster

Corporate Oflicer

THOMAS S. MURPEY
Chairman of the Board and Chief Executive Officer
DaNIEL B. BURKE
President and Chief Operating Gfficer
JoserH P, DOUGHERTY
Executive Vice President
Jouw:B. FAIRCHILD
Executive Vice President
Jonn B, Sias
Executive Vice President
WiLLiam R. JAMES . TR,
Senior Vice President o 7
RoeerT K, KING
Senior Vice President
RoNALD J. DOERFLER
Vice President and Chief Financial Officer
ANDREW E. Jackson
Vice President .
- JoHn E. SHUFF, JR. : . g
Vice President ' .
- 'ROBERT W, GELLES '
Treasurer, Controller and Assistant Secretary 0

" (GERALD DICKLER
Secretary - . “

Transfer Agent and Registrar

- Chemical Bank : ]
55 Water Street _ g
. New York, New Yotk 10041 :

Executive Ofiices

. 485 Madison Avenue
. New York, New York 10022
(212) 421-9595

9

' éeneral Counsel - S . s i
Hall, Dickler, Lawler, Kent & Howley - ‘ \‘ i N . :
_ 460 Park Avenue ©'  The Comypany's Common Siock is listed for trading on
- New York, New York 10022 the New I}Eo'rk Stock Exchange (Symbol: CCB)
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CAPRITAL CITIES COMMUNICATIONS, INC.

. 485 MADISON AVENUE, NEW YORK, NEW YORK-.10022 Gy

421-959S
AREA CODE 212

.,Subsidiaries of the Registrant

Subsidiaries 100% owned by the registrant at December 31, 1980
and included in the consolidated financial statements:

State of

, _ _ , incorporation
Democrat-Herald Publishing Company . Oregon _
Oakland Press Company Michigan o
‘The Kansas City Star Company ' ~ - Missouri
Capital Cities Media, Inc. - New York

Fairchild Publications _
News-Democrat (Belleville, Illinois)
The Arlingtcm Citizen Journal

The WIlkes-Barre Times Leader

- The names of certain subsidiaries .are omitted from the above
list; such subsidiaries, considered in the aggregate as’a
‘single sub51d1ary, wouldknot constitute a signlflcant sub51dlary.s

=
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