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Decentralization is the cornerstone of our management philosophy. Our goal ! ORIGINAL
to hire the best people we can possnbly find and give them the responsibility and E 09-053
authorlty 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
géneral managers and publiéhers who are responsible for them. We expect a
great deal from our operating managers. We expect them to be forever cost-conscious
-and to recogmze and exploit sales potential. But above all, we expect them to
-manage their operations as good citizens and to use their facilities to further

~ the community welfare.

Operating Highlights

1481 19860

Net revenues $573,784,000 $472,108,000
Income before extraordinary gain .. $ 80,518,000 $ 70,783,000

Income per share before
extraordinary gain $6.12 $5.38

Return on equity (before _
extraordinary gain) 20.1% 21.5%




Capiltal Cities Communications, Ine.

To Our Shareholders

Capital Cities Communications, Inc., achieved its
twenty-seventh consecutive year of record financial
performance in 1981, Highlights were as follows (dollars
in millicns except per share amounts):

Percentage
1981 1980 increase
Net revenues ............. $573.8 $472.1 22%
Operating expenses ........ $414.6  $3347 24%
Operating income ......... $159.2 $1374 16%
Net income .............. $ 805 $ 70.8 14%
Income per share ......... $612 § 538 14%

It is important to note; liowever, that results for 1981
were significantly affected by 1980 and 1981 acquisitions
and cable television and publication start-ups. Excluding
these, revenues increased 14 percent; operating expenses,
13 percent; operating income, 16 percent; net income,
23 percent; and income per share, 23 percent.

Perhaps the single most important development
during 1981 was the Company's major entry into the
cable television business with the completion of the
acquisition of Cablecom-General, Inc. Adding their
43 systems to the seven systems which Capital Cities
started constructing in 1980 and an additional system
started in 1981, the Company now has 51 systems in
16 states. Our cable television holdings at Decembet 31,
1981, could be summarized as follows:

New Acguired

systems _Systems: Total
Homes passed ..... v 58,000 382,000 440,000
Basic subscribers ........ 19,000 269,000 288,000
Premium units .......... 34,000 134,000 168,000
Homes still to be passed .. 57,000 _ 57,000

Total construction expenditures on the new cable
television systems we are building came to $23,000,000
-as of December 31, 1981. An additional $15,000,000.is
budgeted in 1982 to complete these systems, bringing the
total investment to $38,000,000. It is expected that upon
completion of these new systems annual subscriber
revenues will reach $15,000,000. In general, we are
pleased with this construction program and anticipate that
total return on investment in the years ahead will be at
or above planned levels. Of inestimable long-term benefit,
of course, will be the knowledge and experience gained
by the managers and employees of our new Cable
Television Division.

The Cablecom acquisition was completed on
July 2, 1981, at a cost of $139,200,000. The acquisition
was initially financed with $97,000,000 in bank
borrowings and $42,200,000 from internally genérated
funds. Shortly after the closing, the bank borrowings were
replaced through the issuance of commercial paper,
which normally carries an interest rate somewhat lower
than bank prime rate. At year-end, debt associated
with the Cablecom acquisition had been reduced to less
than $55,000,000 by the application of the Company's
excess cash flow.

As a result of this acquisition, 1981 earnings were
reduced by approximately $2,500,000, or $.19 per
share, in the third quarter, and $2,000,000, or $.15
per share, in the fourth quarter. We now project a
reduction of earnings per share from the Cablecom
acquisition of approximately $.20 to $.25 during the first
six months of 1982, or $.54 to $.59 for the first twelve
months of ownership. ,

In our letter to you last year, we forecast a reduction
in earnings of $.35 to $.40 per share for the first twelve
months following the acquisition of Cablecom. This
calculation assumed an average interest rate of 14 percent
on the acquisition financing, as well as amortization of
intangible assets over forty years. The record high
interest rate levels in mid-1981 resulted in an average
interest rate on the financing for the second half of 1981
in excess of 17 percent. Additionally, the Company
determined that it was appropriate to amortize the
substantial majority of the intangible assets arising from
the Cablecom acquisition over the average life of
Cablecom’s franchises, a period of approximately twelve
years, as opposed to the forty years normally used in
acquisitions.

Starting in the third quarter of 1982, of course,
year-to-year comparisons will be favorable, but the
Cablecom acquisition will continue to reduce overall
reported earnings for several years. On a cash flow basis,
however, Cablecom will make a positive contribution
in 1982,

The Broadcasting Division had an e€xcellent year in
1981. Television operations had record gains in revenues
and operating income, with the Philadelphia, Houston and
New Haven stations reporting the strongest performances.
Audience levels were maintained or improved at all
six of our locations.




Right: THOMAS S. MureHY, Chairman & Chief Executive Officer
Left: DanieL. B, BURKE, President & Chicf Operating Officer

231981 came to a.close, evidence continued to
confirm the appeal to cable television viewers of some
alternatives—particularly first-run feature films and
sports—to traditional network television programming.
As the percentage of United States households wired for
cable television grows from its current level of 26 percent,
there is littte doubt that there will be a continuing
gradual reduction in audience totals delivered by the
three commercial networks—and therefore our stations
. as well, While we are not alarmed by this trend, it will
make it even more important for personnel at our
stations to excel in all their programming efforts,
particularly in loca! and regional news. We assure you
that they have the ability and determination to continue
to do this and that the resources necessary will be made
available to them as required.

Our radio stations also had a record year, with
excellent results at our Fort Worth and New York
locations. Qur Detroit station turned in a satisfactory

performance in spite of the severe downturn in the local
economy. The Comp~»v made its first radio station
acquisition in seven years withthe purchase of WBIE-FM,
Marietta, Georgia (serving the Atlanta area), which

was completed on November 5, 1981, at a cost of
$7,500,000. With new call letters, WKHX-FM, and an
entirely new studio facility, this station should compete
very effectively in the growing greater Atlanta radio
market. '

Publishing Division operations were strong once again
in 1981, with outstanding results in the Specialized
Publications Group and record performance at most of
the daily newspapers. Especially notable in 1981 was the
award of a Pulitzer Prize for spot news photography to
Fort Worth Star-Telegram reporter Larry C. Price for .
his coverage of the 1980 coup in Liberia.

Results at our two largest daily and Sunday
newspapers, in Kansas City and Fort Worth, continued

to be satisfactory, particularly in Fort Worth where area

growth continues n:uch faster than for the country

as a wholc. Mention should also be made of operating
results achieved at Pontiac, Michigan, where a fine
year was recorded despite the severely depressed local
economy.

We are again most gratified with the results of the
specialized publications’ development program, As 1981
ended, Energy User News, Entrée; and Home Fashions
Textiles had become solid profit contributors for the
first time. Mudtichannel News, which began publication
in mid-1980, earned a small profit in 1981, and
substantia! profit improvement is anticipated in 1982,
Starting with the very successful W, which was launched
nine years ago, Publishing Division people have
conceived and designed a total of nine new publications.
Six of these are now profitable, and at least one more is
projected to earn its way this year.

As discussed in greater detail in other sections of this
report, new communications technologies are developing
rapidly. Ultimately, some of these new technologies
will provide competition to the established electronic
and print media for viewers, readers and advertising
dollars. We do not believe, however, that these emerging
technologies will result in meaningful competition to
the established media before the end of this decade.
Further, we will continue monitoring these developments
to identify potential investment opportunities as well
as to determine how our present operations can most
effectively compete in the years to come.
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The year was not without its disappointments. Three
years age, we formed a joint venture tc attempt the
marketing of commercial messuges especially prepared
for national distribution in movie theaters. In late 1981,
we sold our 50 percent interest in this venture for an
amount below our total investment. Since the losses
on this veature had been regularly recorded during the
years they were incurred, no write-off was necessary,
and a modest favorable comparison will result in 1982.

We considered it prudznt at the end of 1981 to
terminate our cfforts to launch free, advertiser-supported
pennysavers in Dalias and Tulsa. Losses associated
with these efforts had also been regularly recorded, and
their termination will have a positive effect on 1982
earnings.

The Company contm.ies to generate substantial cash
flow from operations—-$108,208,000 in 1981, an iricrease
of $21,619,000, or 25 percent, over 1980. Available
cash fiow, after the deduction of regular capital
expenditures (excluding new cable television system
construction), incréased at a somewhat lower rate—from
$71,297,000 in 198G to $79,940,000 in 1981, up
12 percent. It is your Company’s ability to generate these
amounts of available cash flow, which are approximately
equal to reported net income, that distinguishes it from
most American businesses. Capital Cities does not
require large amounts each year of reinvested capital
in physical assets and inventories to maintain the same
level of production, as is often the case with large
industrial companies. With the continued generation of
such available cash flows, Capital Cities will be able
to continue to make selective acquisitions, invest in new
business start-ups, reduce debt and, when deemed
appropriate, repurchase its common stock—all uses of
available cash flow which should enhance the Company’s
future growth in earnings and stockholders’ equity.

In our letter last year, we indicated that the Board of
Directors had authorized, in December of 1979,
repurchase of up to 600,000 shares of the Company’s
common stock, During 1980, 327,760 shares were
acquired at an average price of $45.01. This program
was suspended when negotiations to acquire
Cablecom-General, Inc., were started, and virtually
no stock was bought during 1981.

In 1981, 1,622 employees purchased 87,837 shares of
the Company's stock under the Employee Stock
Purchase Plan at an aggregate price of $3,378,000,

and another 37,275 shares of stock were acquired by
employecs through the exercise of stock options..
While these two programs obvicusly increased the
number of shares outstanding and reduced 1981
earnings per share by approximately $.03, we remain
convinced that they are cornerstones of our corporate .
philosophy of achieving organizational stability and
commitment by offering individuals unusual autoniemy
and a personal stake in the Company. Our continuing
superior growth record and equitable advancement
policies have also done their share to build the loyal and
highly effective management and employee group with
which we feel privileged to work.

With the death of Lowell Thomas on August 29, 1981
we lost our founding stockholder, our close friend,
and our fellow Director. In 1954, Lowell Thomas was a
major investor in a group which joined together to-

-acquire Hudson Valley Broadcasting Company, Inc.,

the operator of a UHF television station (WROW-TV)
and AM radio station (WROW-AM) in Albany,

New York, which ultimately grew to become the

Capital Cities Communications of today, Mr, Thomas
was a member of our Board of Directors from 1954 until
his death and made many contributions to the success

of the Company While wé mourn his passing and

shall miss his unfailing interest and support, we also mark
the special joys he found in a long life and his codntless
friends throughout the world.

As this is written, economic prospects for 1982 are
most uncertain. We feel that your Company’s primary
assets—its franchises and its organization—are in
excelient condition. We appreciate your support, and we
continue to be confident of the Company’s ability to
perform well under almost any economic conditions.

1 b S

THOMAS S. MURPHY
Chairman

MEM\

DANIEL B. BURKE
President
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JosepH P. DOUGHERTY, President

In 1981, the Broadcasting Division produced
operating income of $102,230,000, a 16 percent increase
over last year. Net revenues increased 16 percent to
$193,063,000.

:-Overall, the television stations performed well,
converting a significant percentage of their added
revenue into operating income. The radio stations, on
the strength of local sales gains in the second half of the
year, achieved record levels of operating income.

Following a slow first quarter in 1981, the demand for
advertising increased sharply for the balance of the year.
Gross revenue for the television stations increased 17
percent in 1981, National spot television advertising,
which accounts for over 60 percent of gross television
station revenue, was strong in all of our markets, and
our stations recorded a combined gain of 20 percent

from 1980 levels. Local business, up 14 percent overall,
varied considerably by market with the Philadelphia,
Houston and New Haven stations reporting the largest
gz.'ns o

Gross revenue*for the radio stations ross:11 percent
in 1981, with national and local business showing
comparable gains. Individual performance varied
significantly by mucket, with the Fort Worth and
metropolitan New York stations reglstenng the greatest
increases.

" Television

Our tele ision stations continued to be dominant
forces in their markets. in the November rating period,
five of the stations were number one in audience ranking,
and the sixth ranked second. Our network affiliations
{four ABC, two CBS) continue to be very advantageous,

" ‘but the main reason for the strength of the audience

positions of our stations is the continuing emphasis on
local news and public affairs programming:

Television station cost increases in 1981 were largely
the result of added personnel, primarily in news, where
statfing increased by over 12 percent. The amount of
time devoted to local news continues to grow. For
example, WPVI-TV added two half-hour news programs,
Monday through Friday—at5:00 p.m., effective
April 17, 1981; and at 6:30 a.m., eﬂ'ectwe August 17,
1981. WPVI-TV’s news stafi mcr.eased by over 25
percent; its news operating budget, by 35 percent.

Off-network syndicated program costs continued to
rise, and several of the long-form talk shows have been
shortened or cancelled, opening up certain late afternoon
time periods. The appetite of the viewing public for local
news suggests further expansion in that area—an
important consideration as television stations meet the
challenge of increased cable television penetration in
their markets. We anticipate providing additional seed
money for the further developnient of local programming
efforts, such as Live at Five and Good Morning Houston
on KTRK-TV.

We have learned that the size of a television station
news staff does not necessarily have any relationship to
the quality of its news effort or how well its presentations
are received by viewers. Our responsibility in television
news, therefore, includes the continuing development of
people and productivity to maximize the efficiency of
our staffs.
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As the November ratings indicate below, our stations
maintained their leadership positions iri most news time

periods:
News Program Rank

No. of
. .ﬂau':ns. AM.or Early  Late
Station and Market inmarket Noon  evening evening
WPVI-TV ' 6 1 1 1
{Philadelphia) o
KTRK-TV 5 1 1 1
{Houston)
WKBW-TV 4 1 1 1
(Buffalo)
WTNH-TV 4 2 2 2
{New Haven-Hartford)
D _ 3 2 2 2
{Durham-Raleigh)
KFSN-TV 6 o2 1 1

(Fresno)
Source: ARB, November 1981 i

Several major improvements in our television
broadcasting facilities were started during the year.

A 2,000-foot tower is presently under construction in
Houston for KTRK-TV, at a cost in excess of $6,000,000
for the land, tower and transmitter facilities. We expect

to be transmitting from the new tower by the summer of
1982, providing extended coverage of KTRK-TV’s

signal over the fast-growing Houston market. This facility,
a joint venture with Metromedia, Inc., operator of an
independent UHF station in Houston, will also
accommodate the University of Houston’s public
television station.

The purchase of two and one-half acres of land has

‘been completed in New Haven, and the construction of
a 39,000-square-foot office and studio building for
WTNH-TV is scheduled to begin in the spring'and to
be completed in December 1982. The total budget is
$5,000,000.

In order to take advantage of technological advances
in television videotape equipment, we are starting a
three-year program to replace our current two-inch
videotape equipment with one-inch equipment. This
replacement program not only protects us against
the eventual obsolescence of two-inch tape, but will
enable our television stations to perform several
production functions simultaneously and continue to be
competitive in their marketplaces.

During the year, serious discussions were held
concerning the possible acquisition of several UHF
television stations in major markets. While prices for

broadcasting properties rem"; ,mgh we contmue to look
for prudent investment oppustunities in this area.’

With the emergence of new communications
technologies, the Federal Communications Commission
is faced with many controversial issues affecting local
broadcasting stations. The introduction of direct-to-home
satellite service, where the transmitted satellite signal is
received directly by the viewer, is expected to be
authorized by the FCC during 1982. Comsat, CBS and
several other applicants may be granted interim authority
to provide the multichannel programming service until
, permanent policies on direct broadcast satellites (DBS)

“Care issued.

Another use for the DBS spéctrum is for broadcasting
high-definition television (HDTV) which features
sharper color and picture resolution, as well as better
sound, than currently available. Since the HDTV signat
band is too wide for existing VHF and UHF channels,
CBS has proposed using DBS for a three-channel HDTV
system which would feed programs to local television
stations and cable television systems for retransmlss'ﬂn
In addition, homes outside the coverage area of network
affiliates could pick up programs directly from the
satellite. Many believe that HDTV might eventually
have an impact on the broadcasting industry comparable
to the introduction of color television.

The Federal Communications Commission has
recently adopted final orders on low-power television
(LPTV) service. Technical rules and guidelines for
processing LPTV applications will be released shortly.

It is our belief that any potential impact from these
new technologies on your Company'’s television stations
will not be felt before the end of this decade.

In October 1981, Marc Edwards was appointed
Vice President and General Manager of KFSN-TV, in
Fresno, California.

Radio

The radio stations operated with single-digit cost
increases in 1981 and are budgeted to do so again in
1982. The management of our radio stations has done
an outstanding job of controlling costs while keeping
our franchises in strong audience and sales positions.

Despiic the continued shift from AM to FM listening,
we had audience gains at most of our stations during
the year and continued to rank well in the key
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Net Revenue—Broadcasting Division
Ten-year annual compounded growth rale: 13%
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Net revenues in 1981 increased 16%%, to
$193,063,000, from $166,980,000 in 1980.

Operating Income—Broadcasting Division
Ten-year annual compounded growth rate: 18%
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Operating income rose to $102,230,000, or 16%
over the $87,925,000 reported in 1980.

demographic groups. The ratings shown below indicate
the very strong competitive positions our stations hold
in their markets going into 1982.

Audience
No. of
| No.ot  _ Fall1981 Fall 1980
Station and Market in market  Share Rank Share  Rank
WPAT-AM/FM - . 4 58 4 63 3
{New York) )
KZLA-AM/FM 43 2.9 10 1.6 25
(Los Angeles)
WIR-AM 26 2.7 1 8.7 1
WIR-FM 4.7 7 4.5 8
(Detroit) _
WBAP-AM 29 6.8 3 6.4 5
KSCS-FM 8.3 1 8.7 1
(Fort Worth-Dallas)
WKHX-FM 21 53 8 2.7 13
(Atlanta)
WKBW-AM 20 8.4 5 10.1 3
(Buffalo)
WPRO-AM 23 8.6 3 83 2
WPRO-FM 8.6 3 8.3 2
(Providence)
WROW-AM/FM 19 16.6 2 20.2 2
{Albany) .

Sources: Fall 1981 and October/November 1980 ARB, 6 AM-Midnight,
Monday-Saturday, total persons 12+,

In late 1981, WBAP-AM and KSCS-FM moved into_
new office and studio facilities.

In November 1981, we completed the acquisition of
WBIE-FM, a Class C 100-kw, FM radio station in
Marietta, Georgia, serving the metropolitan Atlanta
market, and changed the call letters to WKHX-FM.
This brought us to {31l complement of seven AM and
seven FM stations. The station is programmed in a
country-and-western format. Since taking ownership, we
have built new studios and plan to upgrade the transmitter
facilities. Norman S. Schrutt, formerly Vice President
and General Manager of KZLA-AM/FM, in Los
Angeles, is now General Manager of this station. We
believe that this acquisition will significantly enhance
our radio operations in the years ahead,

Two new Vice Presidents and General Managers were
named in 1981: Verners J. Ore, at KZLA-AM/FM,
in Los Angeles; and Frederick D. Weinhaus,
WPAT-AM/FM, in Paterson, New Jersey (metropolitan
New York City).

Public Affairs

All of our stations continued td emphasize Capital
Cities’ commitment to quality local news and public
affairs programming during 1981. Besides the special
news features and investigative reports produced on a
wide range of subjects of interest to our viewers and
listeners, our stations actively participated in many
community and charitable events.
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During the year, our.stations were honored with
numerous awards for their exceptional programming
efforts and community affairs involvement. WPVI-TV
was presented with the International Film and Television
Festival of New York Siiver Award for its special,

21 Hours—The Pope in Philadelphia. KTRK-TV won
the distinguished service award from the American Heart
Association (Houston Chapter) for outstanding public -
service in the fight agamst heart disease. The American
‘Bar Association selected WIR-AM as a Gavel Award
recipient for Hillsdale College: Fly in the Federal
Ointinent, which examined the strnggle of a small liberal
arts%college to remain free of Tederal control.

In 1981, Capit al Cities joined with a number of other
group broadcasters in support of The Humanitas "'e
Since 1975, Humanitas Prizes have been awarded ™
annually by The Human Family Institute for teleplays
written and produced for prime time network television
that most effectively communiczte enriching human -
values. W, like the other group broadcasters involved,
-believe it is particularly important to recognize and
encourage quality programming at the onset of the
creative process by awarding major cash prizes to writers
whose works explore and illuminate the unlimited -,

potential and value of the individual. A total of $750;000

has been raised towards creating a permanent endownient
of §1,000,000, to fund future Humanitas Prizes.

Jroadcasting Division

Joseph P. Dougherty, President
James . Arcara, Executive Vice President~—Radio
Robert O. Niles, Vice President & Director of Engineering

TELEVISION

WPVI-TV (PhiIa_delphia.'_PA) .« CHANNEL 6 « ABC
Lawrence J. .-Bollock_, Wcﬁ President & ,(_’?eneml'.Mar_mger
KTRK-TV (Houston, TX) « CHANNEL 13 « ABC
Kenneth M. Johnson, Vice President & General Manager
WKBW-TV (Buffalo, NY) « CHANNEL 7 « ABC
Philip.R. Beuth, Vice President & General Manager
WTNH-TV (New Haven-Hartford, CT) + CHANNEL 8 « ABC
Peter K, Ome, V:‘ce Pres:‘denr & General Manager ’
WTVD (Durh'un-Ralclgh, NC) « HANNEL 1} « CBS
Richard F. Appleton. Viea Pres:de it & General Manager

KFSN-TV (Fresno, CA) » CHANNEL 30 - CBS
Marc Edwards, Yice President & General’ ‘Manager

RADIO

WPAT-AM/FM (Paterson, N-Metropolitan NYC) « 930/93.1

Frederick D. Weinhaus, Vice Presidinr & General Manager
KZLA-AM/FM {(Los Angeles, CA) « 1540/93.9

Verners J. Ore, Vice President & General Manager
WIR-AM (Détroit, MI) » 760 « NBC

Ronald R. Pancratz, Vice President & Gcncrql-—.’\fanager
WIR-FM (Detroit, MI) + 96.3 « NBC -

Robert J. Longwell, Vice President & General Manager
WBAP-AM/KSCS-FM (Fort Worth-Dallas, TX) « 820/96.3 « NBC

Wairren Potash, Vice President & General Mcnager
WKHX-FM: (Marietta-Atlanta, GA) « 101.5

Norman S. Schrutt, Vice President & General Manager
WKBW-AM (Buffalo, NY) « 1520

Fraak R. Woodbeck, Vice President & General Manazer
WPRO-AM/FM. (Providence, RI} » 630/92.3

Aaron. M. Daniels, Vice Presidenit & General Manager
WROW-AM/FM (Albany, NY) « 580/95.5°% ABC

Robert M. Peebles, Vice President & General Manager

CAPITAL CI‘I:[ES TELEVISION PRODUCTIONS
Charles Kelletr, General Manager
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Cable Telev:suon Dmsuon

WILLIAM R. JAMES, President C\. ,

With the acquisition of Cablecoin-General, Inc., on
July 2, 1981, the Cable Television Division became a
meaningful segment of your Compatiy’s operations.
At year-end, we were serving 288,000 subscribers at
51 systems in 16 states. The breakdown of basic
subscribers and premium units between Cablecom and
the eight new systems Capital Cities started ‘ailding in
1980 is as follows: :

At Deceriher 31,
1981 280

Basic subscribers
‘Cablecom .. : 269,000 254,000
New systems’ 19,000 —
Total basic subscribers 288,000 254,000
Premium units '
. Cablecom _ : 134,000 111,000
New systems ..... 34,000 o

Total premium units ... 168,000 - 111,000

Premium units to basic subscribers
Cablecom . 50% 44%
New systems ........ 79% —_
Total systems ........ P ' 58% 44%

o

F manc:al results for the Cable Télevision Division,

_ including Cablecom for six months from its acquisition
on July 2, were as follows (dollars in thousands):

Operating
Revennes Income

Cablecom ... ... vvvveeesiennnenns $19,700  $-7,500

New systems 1,700 (1,800)

Unallocated division and franchising B i
EXPEISES v iuvrinirrririnonne A _ (2,000)
Total operations ......... s 21,400 3,700

Depreciation _ — ©(3,800)
Amortization of intangible asscts eees — - (3,000)

. “Totil Cable Television Division $21,400 $(3,100)

In July, the Cablecom and Capital Cities systems were
merged into a single operauon, and four experienced
Cablecom executives were givei line authority for system
operations and construction. Gerald Tschikof, Executive
Vlce President of the Cable Television Division, is
respomtb]e for the Western Dmsxon, which includes 22
systems ‘and 152 ,007) subscribers in California, Arizona,

. New Mexico and Texas. Gerard A. Cahill, Senior Vice

President, heads the Northern Division, with eight

systems and 46,000 subscribers in Michigan, Indiana,
Ohio, Illinois, Iowa, North Dakota and Nebraska. This
Division is growing rapidly because it includes the three.
recently constructed Cablecom systems and five of the
eight new systezis. William D. Petty, Senior Vice President,
is responsible for the Southern Division, with 21 systems
and 90,000 subscribers in Oklahoma, Texas, Kansas,
Missouri, Tennessee and Mississippi. William Fulmor,
Vice President—Plant and Facilities of the Cable
Television Division, will be responsible for all construction
activities. :

These three regional Divisions operate as autonomous
units, with staff support for marketing, ﬁnance, '
construction and engineering. It is our intent that all
operating, programming and marketing decisions, as
well as capital project recommendations, will originate
at the system level and will be the responsibility of each
Division. Some activities—such as accounting, purchasing,
billing, construction and some aspects of engineering—

‘are more economically done at the Cable Television

Division level and are so organized.

Capital spending in 1981 totaled $27,000,000.
Cablecom’s spending was $7,000,000 for the six months,
which included completion of three systems (Norfolk, -
Nebraska; Fargo, North Dakota; and Sioux City, Iowa),
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a rebuild of two systems (Guifport, Mississippi, and
Show Low, Arizona), and upgrading channel capacity
at several other locations.

Capital spending for the eight new systems (including
deferred preoperating costs and capitalized interest)
totaled $20,000,000. Three systems (Aransas Pass, near

~~Corpus Christi, Texas; Rio Rancho, near- Albuquerque,
‘New Mexico; and Saline, near Ann Arbor, Michigan) =
were completed in 1981. Construction in nghland Park
(suburban Chicago) was delayed about six months by
lengthy franchise negotiations biit is now under way.
In Green Township, near Akron, Ohio, a legal dispute
over pole attachment agreements délayed the start of
construction until ily 1, 1981. Good progress has been
made since then, and 25 percent of the plant was 3
operational at year-end. Construction on the Plymouth
system in suburban Detroit and on the Greenwood
system in suburban Indnanapchs\},hould be completed by
‘summer, somewhat behind the original schedule.
Construction began in October on a new franchise which
‘was granted to Capital Cities by Burhngamc, California,
in June 1981. First subscribers ar¢ expected in May 1982,
with completion by this fait.

Overall, basic subscriber penetration of homes actually

marketed at the new systems was 42 percent at year-end.

We believe we have developed marketing approaches,
based upon our experience tojdate, which should produce
close to 50 percent penetration when the systems are
fully marketed. :

It has been the industry s experience that in recently
constructed systems in areas where conventional
over-the-air téivision signals are easily receivable, the
number of premium units sold pér basic subscriber is
substantially higher than it i§ in older systems, which”

¢ were initially built to provide only basic television
service. In our new systenis, we have averaged 1.8
premium units ;ger basic subscriber. Tiis compares to
an average of 5 ptemium units per basic subsc uber
at the older Cablecom systems, We believe thal, with
the appropriate marketing efforts, the premium npit
penetration levels at the older systems can be m.:reased
substantially. )

We are encourzaged that the capital sperzling on
completed projects was close to budget and that our }
overall projections for return on investment appear -
achievable. A plan is being developed for rebuilding

many of the older Cablecom systems over the next four
years in order to increase channel capacity and to offer
additional new services. We believe that such capital
spending will produce sufficient new revenues through
increased services to provide an excellent return on the
added investment.

In our opinion, the prospective rates of return on
major new franchises are quite low and have been

T pushed lower than we consider acceptable due to the

-overheated competitive bidding of the last two years.
Accordingly, e have decided not to pursue major
franchise awards at this time. It is our belief that in the
future we will have sufficient cable television investment
opportunities to satisfy our growth objectives and that
these prospects will offer more acceptable rates of return
on investment than the major city franchises which are
now being contested. It is interesting to note that Capital
Cities” growth has historically come through the
acquisition and the subsequent improvement of existing
broadcasting and publishing properties. We anticipate
that our future growth in the cab!e television industry will
follow the same pattern.

As we-enter the new year, consumer acceptance of
basic cable television service appears good and growing.
New satellite programming services that are coming
on-stream at an increasing pace shiould add to that
acceptance. Interest in premium cable television services
continues to grow, with many households subscribing
to more than one. With the additional channel capacity
planned at our older systems, we are optimistic that
substantial internal growth for both basic services and
prem:us’ 1 units can be achieved in our exnstmg systems.
We are pleased with our first two years in cable television.
We are building a sizable business base and are
structuring an organization in which authority and
responsibility are clearly assigned. '
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Cable Television Division
William R. James, President
Richard A. Forsling, Chairmait: of the Board
Gerald Tschikof, Executive Vice President
Gerard A. Cahill, Senior Vice President
Willism D. Peity, Senior-¥ice President oL
Harcharan S, Suti, Vice President & Director of Engineering -
Allan P. Rothfeder, Vice President & Director of Finance
William, Fultnor, Vice President—Plant and Facilities
CABLE TELEVISION SYSTEMS f\
Northern Division
Fargo, ND..
Green Township, OH
Greenwood, IN
Highland Park, IL
Nerfolk, NE
Plymouth, ML
Saline, MI
Sioux City, IA
P
Southern Division
Abilene, KS
Altus, OK
Ardmore, OK
Beloit, KS
‘Brookfield, MO
Childress, TX
‘Clarksdale, MS
Clay Center, KS
Concordia, KS
Dyersburg, TN
Gulfport, MS
Hobart, OK
Idabel, OK
Joplin, MO
Kirksyille, MO-
Mangum, OX
Memphis, TX
‘Miami, OK
Ponca City, OK
TFrenton, MO
Wellington, TX

il

Ly

Western Division

" Lufkin, TX

Aransas Pass, TX
Bonham, TX
Burlingame, CA
Clifton, AZ
Cottonwood, AZ
Denison, TX,
Globe, AZ
Holbiook, AZ
Lampasas, TX.

Modeste, CA
Qakdale, CA
Odessa, TX
Page, AZ

Port Lavaca, TX
Rio Rancho, NM
Roswell, NM
Safford, AZ

Santa Rosa, CA

7 Sherman, TX

Show Low, AZ
Winslow, AZ
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Publishing Division

JouN B. Sias, President

Capital Cities’ Publishing Division achieved record
sales and earnings in 1981. Revenues of $359,286,000
were up 18 percent over 1580. Operating income
increased 16 percent to $67,520,000. Profit margins for
the Division in 1981 were unchanged from 1980, at.

19 percent. On a pro forma basis, excluding 1980 and
1981 acquisitics and new publication start-ups, revenue
and operating income increased 13 percent and

16 percent, respectively, ia 1981, Operating earnings

of the specialized publications and the newspaper groups
both substantially outperformed the 10 percent rate of
inflation that prevailed during 1981. _

Total advertising revenues for the Publishing Division,
on a pro forma basis, increased 12 percent. Specialized
publications recorded a 15 percent gain in advertising
revenues, outperforming that industry’s average of
12 percent. Advertising revenues for newspapers
increased 10 percent, somewhat under the 12 percent
increase registered by the industry as a whole. The
performance of individua! publications veried significantly
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from these overtill {ticreases. Total advertising pages or
inches of space sold during the year decreased
approximaely 2 figiicent in the daily newspapers and
incrensed slightly in the specialized publications. Rate
increases averaged 12 percerit in both areas.

Total numbers of ¢opies sold during the year decreased
by almost 3 perceat in the daily newspaper group, with
most of the décling Oteurring in the Kansas City market.
Specialized publigntiens increased slightly in total
circulation, reflecting the increased number of
publications.

The Publishing Division éxperienced intesise cost
pressited UUHINg ihe year, These were a direct result of
expanded operations, incredsed newsprir;f prices, added
personnel and the peneral effects of thé high rates of
inflation during 194 dnd the early part of 1981.

i o s Ry basis, excluding 1980 and 1981
acquisitions and new publication start-ups, the Diyision’s
expenses increased 13 perceiit in 1981, with newspapérs:
and specialized publications reporting comparible
increasgs,

Major [nvestiiients were made jij the editgis] efforts of
the. Publishing Djvislon, The Division sow employs
over 1,300 individunlg i Sditorial functio¥i#. a5 increfsé
of 100 persons in 1981, As réported in more défail
in the settion on newspapers, an émployee of the
Fort Worth $tar-Te]gram was honored with a Pulitzer
Prize: for spot news photearaphy; the first in that
newspaper’s history. The Kaisas City §tar and Timés
performed an outstanding job of public service in their
comprehensive coverage of the Hyatf Hotel disaster,
the worst calamity in that city’s history.

The Division invested more than $4,000,000 in the
start-up of new specialized publications and pennysavers,
This compared with $2,800,000 that was expended
in 1980 on similar ventures. Three specialized
publications previously incurring start-up losses became
profitable in 1981.

The pennysaver operations started in Tulsa and Dallas
in 1980 were unable to attain their revenue goals in
1981. The uncertainty of improved revenue performance
in 1982 led to a decision in December to terminate
both operations. The pretax operating losses and
shut-down costs of these two ventures approximated
$2,400,000 in 1981. We will continue to operate in the

- pennysaver business in Wichita and Topeka, R:';gnsas,

and in Springfield, Missouri.
‘In April, we acquired the Highland News Leader, in




A
.

Madison County, Illinois, which is published once a week.
"The Hamden Chronicle, of Hamden, Connecticut, also
published once a week, was purchased in June and is now
part of the Shore Line Newspapers group located in
Guilford, Connecticut. Both properties will continue as.
independent editorial services to their local communities.

Specialized Publiications Group

The Specialized Publications Group had an excellent
year in 1981, with a gain in operating income of over
24 percent. Revenues increased by 18 percent to almost
$116,000,000 in 1981. Among the more established
publications, impressive gains were recorded by W,
Women's Wear Daily, Daily News Record,
HFD—Retailing Home Furnishings, Supermarket News,
Footwear News and American Metal Market. The
International Medical News Group, acquired in
December 1976, registered record highs. Operating
margins improved for all publications excipt Men’s Wear,
which declined in revenues and profits, and Electronic
News, whose profits increased only marginally
on modest revenue gains.

Eight new specialized publications have been started
since 1976. Their collective perfermance in 1981
contributed to the overall improvement in earnings.

o Energy User News, a 1976 start-up, continued its
progress in 1981 with a solid year in the black,
reaching new highs in circulation and revenue.

e SporiStyle, a biweekly for the retail sports equipment
and apparel industry, significantly increased its
révenues and almost broke even in 1981, as -
anticipated. SportStyle was started in 1978 and will be
a profit contributor in 1982.

e Entrée, a monthly for the gourmet retail trade,
significantly increased its profits in 1981, its second
year of operation.

e Home Fashions Textiles, which (along with Entrée)
evolved out of HFD—Retailing Home Furnishings in
1980, also made a positive profit contribution.

© Electronics Retailing, a 1981 start-up that had also
been distributed as part of HFD—Retailing Home
Furnishings, will be published separately in 1982 and
is also expected to contribute to profits.

o MIS Week, a weekly newspaper for the management
information systems market, required somewhat more

W

funding in its first full year of operation than had been
anticipated. Editorial and advertiser acceptance of

the product is growing, and losses are expected to be
significantly reduced in 1982.

o Multichannel News, a weekly serving the burgeoning
cable television industry, made rapid progress in
revenues and reader acceptance in 1981, The
publication achieved a slight profit in its first full year
of operation and is expected to grow substantially
in revenue and earnings in 1982.

» Aches & Pains, a clinical publication that deals with
the medical management of pain-related ailments,
lost slightly more than planned in its first full year.
We expect revenues to increase in 1982, and progress
toward profitability to continue.

The Professional Press, Inc.; consisting of three
ophthalmic magazines and the Journal of Learning
Disabilities, was acquired in May 1980. The group
incurred revenue declines in 1981 and operated ata,
loss. Reinforced sales efforts, including the redesign '

" of Oprical Index to better reflect the fashion and

merchandising trends in the eyewear business, were
started in the latter half of 1981 in an effort to produce
significant revenue improvement in 1982,

A television pilot, seeking to bring some of the fashion
and life-style content of W to television audiences, was
produced in the last quarter of 1981. The marketability
of this rather different approach to video programming is
now being explored, and additional features will be
produced in 1982 as appropriate.

In 1981, the Specialized Publications Group’s policy of
selective acquisitions and investment in the start-up
of new publications produced solid returns for the
Company. Publication acquisitions and start-ups since
Fairchild Publications joiiied Capital Cities in 1968
accounted for 39 percent of revenue and 30 percent of
operating earnings for the group in 1981, We continue to
look for new opportunities, through acquisitions and
start-ups, to expand this group.

Nowspapers

In 1981, The Kansas City Star Company again was
required to operate in a difficult local economic
environment. Revenues for 1981 increased by 7 percent,
with operating profits showing a slight improvement
over 1981. .,

13
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Net Revenue—Publishing Division
Ten-yoar annual compounded growth rate: 24%
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Net revenues in 1981 rose 18%, to $359,286,000,
from the $305,098,000 reported in 1980. On a
pro forma basis, excluding 1981 and 1980
acquisitions and new publication start-ups, revenues
increased 139 over the prior year.

Operating income--Publishing Division
Ten-yesr annual compounded growth rate: 24%

70

60

50

40 .
an

2

-auih ‘
HE

1971 72 13 T4 75 76 TT 78 79 B0 81

‘$Millions

Operating income increased 16%, to $67,520,000,
from the $58,186,000 reported in 1980. On a

oo forma basis, operating income was also up 16%.

Total linage for the Kansas City newspapers was down
2 percent in 1981, comparing somewhat favorably with
the linage losses of other midwest newspapers, which
averaged approximately 4 percent in 1981, The keys to
this relative success in compensating for the loss of
linage from major accounts have been the broadening
of the newspapers’ customer base, new product
improvements, and increased special sales efforts.

A zoned edition expansion project culminated in
October 1981 with the publishing of a seven-zone
package. This has resulted in much-improved editorial
prescntation as well as in a substantial increase in
suburban advertising by small- to medium-sized retailers.

During 1981, circulation continued its overall decline,
though at a slower pace than in 1980. Audit Bureau of
Circulation figures for September 1981 placed the
morning Times at 290,000, down 3 percent from 1980.
The afternoon Star showed a circulation of 245,000, down
4 percent from the previous year. In 1980, circulation
had declined 6 percent and 9 percent for the Times
and the Star, respectively. The Sunday Star remained
virtually unchanged in 1981, at 399,000.

All other news events in Kansas City in 1981 were
overshadowed by the collapse in July of two sky walks
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at the Hyatt Hotel that kiiled 113 and injured 186 others.
The Star and Times devoted more than fifty pages to
news coverage of the tragedy in the first week after it
occurred. By the end of the year, the papers had
published more than 325 stories and hundreds of pictures
on the event, The investigative effoits of the newspapers
contributed to the ultimate determination of the cause

of this tragic accident.

On July 31, 1981, & Federal judge entered a
permanent injunction against The Kansas City Star
Company, barring it from proceeding with its plans to
further expand its proposed agent delivery system. The
Court found injury and causation issues in favor of the

independent carriers. The Kansas City Star Company

believed the permanent injunction to be onerous and
overreaching, and filed for a stay of the injunction
pending appeal to the United States Court of Appeals.
The stay was granted and an appeal is awaiting decision.

On November 4, 1981, the Antitrust Division of the
United States Justice Department filed an amicus curiae
brief with the United States Court of Appeals in which
it urged the Court to reverse an earlier decision that had
found the Company’s plans to be in violation of antitrust
laws. A more detailed description of the proceedings is




contained under Item 3 in the Form 10-K section of this
report,

The Fort Worth Star-Telegram celebrated its 75th
anniversary in 1981 with another successful year.
Revenues and profits-were up 17 percent and 18 percent,
respectively. The highlight for the year, however, was

‘the announcement in April that Star-Telegram
photographer Larry C. Price had won the Pulitzer Prize.
for spot news photography. He and copy editor

Paul Rowan went to Liberia immediately following

the 1980 coup there, and Larry Price was the only
photographer present to record the upheaval and
executions of former government officials.

In 1981, the Star-Telegram continued its zoning efforts,
publishing four separate weekly sections covering
150,000 Tarrant County househelds, and expanded its
supplemental weekly mailing to 70,000 nonsubscribers.
This was made possible by the newspaper’s new
computerized circulation information system, one of
the most sophisticated in the industry.

During 1981, circg[alion; continued to experience
modest declines. Although morning circulation for the
Star-Telegram was unchanged in 1981, evening and
Sunday circulation decreased 6 percent and 2 percent,
respectively.

Invesiments in the editorial product continued in
1981. Twenty new positions in the editorial department
were created and filled; and the proportion of space
devoted to news increased § percent. Star-Telegram
management is reviewing alternatives to expand press
and other production capacities to meet the continuing
rapid growth of Fort Worth and the Tarrant County
area.

Advertising linage at The Oakland Press, in Pontiac,
Michigan, an area severely affected by the problems
of the auto industry, continved a decline which dates
back to late 1979. With a revenue increase of only
5 percent, The Qakland Press was able, through
continued cost controls, to report a small gain in
operating profits. Circulation in 1981 continued to grow,
with the daily and Sunday editions reaching 75,000
and 78,000, respectively.

During May, The Oakland Press sponsored a
nationally recognized and highly successful auto rebate
program to stimulate auto sales. The newspaper was
chosen by Production News magazine for a national
award for outstanding performance in the field of
electronic text processing.

The News-Derocrat, in Belleville, Illinois, reached
all-time high levels of revenue and earnings in 1981, with
gains of 13 percent in both categories. Although a weak
local economy caused advertising linage reductions by
many of the newspaper’s large accounts, the News-
Democrat was able to more than compensate by
aggressively seeking new business from smaller accounts.

The sales accomplishments in 1981 were made
possible in part by two new marketing efforts. In May,
the News-Democrat began a total market coverage plan

‘by delivering a complete Wednesday newspaper to 15,000

nonsubscriber households, thereby allowing advertisers
to reach all homes within the newspaper’s market area.
In addition, a Belleville-only zoned edition was started,
which provides the smaller local advertisers with a much
more efficient and less expensive way to reach their
customers.

The Wilkes-Barre Times Leader continued to make
progress in 1981. Revenue increased by 13 percent,
while the operating loss was again reduced—this time

by over 20 percent. The newspaper has been operating
under strike conditions since October 1978, when a
number of union-represented employees walked off their
jobs and started to publish a competing strike newspaper.

In June, the Times Leader started a major effort to
strengthen its editorial product, with emphasis on
local community coverage. Additional newsroom
personnel were hired, and the total editorial content
of the paper was increased. The improvements have been
well received and have contributed to the newspaper’s
growth in paid circulation.

Capital Cities’ Oregon newspapers again operatedin a
difficult environment during 1981. The unemployment
rate in most of the communities where the newspapers
are published exceeded 13 percent, principally as a
result of the continued slump in the forest products
industry. Revenues for the group increased by less than
4 percent, with some of the publications showing
decreases from 1980 levels. The group’s operating
earnings in 1981 were flat with the prior year.

The Shore Line Newspapers group in southern
Connecticut, which was acquired in August 1980, made
substantial progress in 1981. Two publications were
added to this group, bringing the total number of
community newspapers to eleven. In June 1981, the
Hamden Chronicle was acquired, and at the end of the
year, the United States Navy awarded Shore Line
Newspapers the license to publish The Dolphin, a
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weekly newspaper with 10,000 circulation, at the
New London, Connecticut, submarine base.

Electronic Publishing

The Publishing Division continues to monitor
"developments in the electronic publishing area. Increased
cable television coverage of the country offers potential
opportunity for our publications to extend their market
penetrations through muiltichannel access to the home,
In 1981, plans were developed for the introduction of
simple electronic newscasts of our newspapers’ material
to markets we serve. Implementation of these newscasts
will be contingent upon negotiatioi of favorable leases
for a channel or channels from the cable television
systems operating in markets where we publish daily
or weekly newspapers. : .

In October, the Belleville News-Democrat began
providing its local cable television system with four
15-minute video newscasts a day.

The Fort Worth Star-Telegram and the Tandy
Corporation, the nation’s largest retailer of personal
computers, have agreed to provide Tarrant County
residents with constantly updated textual news and
information. Owners of Tardy terminals who.subscribe
to the service will be able to access a central computer in
Fort Worth and receive business, agricultural, sports and
other news and information of their choice. The service,
to be known as Star-Text, is slated to begin in early 1982,

In 1981, the Company also agreed to invest in an
electronic information system, Viewtron, being developed
in Florida by Knight-Ridder Newspapers and American
Telephone & Telegraph Company. Viewtron is a
sophisticated means of providing text and graphic
information to subscribers, which also allows shopping,
banking and other transactional services to be conducted
at home. If additional market testing scheduled to begin
in 1983 in south Florida is successful, Capital Cities’
newspapers in Fort Worth and Kansas City could vse
Viewtron technology. Knight-Ridder would be a
minority pariner in ventures in these cities.

The Kansas City and Fort Worth newspapers are also
negotiating with local cable television operators to
provide various information services. As a result of
those negotiations, the Fort Worth Star-Telegram already
has begun publishing a guide, called The Cable
Connection, for subscribers of the cable television system
in that city.
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Multichannel News, which chronicles the neéw video
technologies, is taking advantage of one. Beginning in
early 1982, a daily electronic version of Multichannel
News will be provided to subscribers to The Source for
certain additional fees. The Source is an electronic
communication service marketed by Source Telecomputing
Corporation, a subsidiary of the Reader’s Digest
Association, Inc.

Energy User News will become available in 1982 on.
a historical basis through Nexis, a service of Mead Data
Central. Other specialized publications are also
investigating possible applications in electronic
publishing.

Publishing Division
John B. Sias, President

NEWSPAPERS

THE KANSAS CITY STAR/TIMES {Kansas City, MO)
© James H. Hale, President & Publisher

THE OAKLAND PRESS (Pontiac, MI)
Bruce H. MclIntyre, President & Publisher

NEWS-DEMOCRAT (BiNeville, IL)

HIGHLAND NEWS LEADER (Highland, IL)
Darwin C. Wile, President & Publisher

THE WILKES-BARRE TIMES LEADER (Wilkes-Barre, PA)
Richard L. Connor, Publisher

THE ARLINGTON CITIZEN-JOUNAL (Ariington, TX)
R. Thomas Cronk, Publisher

SHORE LINE NEWSPAPERS. (Guilford, CT)
John Coots, Publisher

Carter Publications

FORT WORTH STAR-TELEGRAM (Fort Worth, TX)
Amon G. Carter, Jr., Chairman of the Board & Publisher
Phillip 3, Mcck, President & Editorial Chairman

Democrat-Herald Group

ALBANY DEMOCRAT-HERALD (Albany, OR)
THE DAILY TIDINGS (Ashlend, 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 (Sandy, OR)

STAMP COLLECTOR (Albany, OR)

STAMP WHOLESALER {Albany, OR)
Glenn Cushman, President




SPECIALIZED PUBLICATIONS GROUP

John B. Fairchild, Chairman & Chict.Executive Officer
Danicl Newman, Fresident & Chief Operating Officer
Philip L, McGovem;, Senior Vice President & Treasurer
Richard J. Lynch, Serior Vice President-Operations
George T. Groh, Vice President-General Services:

Ann L. Regan, Secreiary

Fairchitd Publications (New York, NY)
WOMEN',S‘ WEAR DAILY
4
Michac! F. Coady, Seitior Vice Presidens
Eugene F. Fahy, Vice President & Advertising Director
DAILY NEWS RECORD
MEN'S WEAR.:
SPORTSTYLE :
Stephen G, Stoneburn, Senior Vice President .
Herbert Blueweiss, Vice President & Publisher, DNR . _
Nathan R. Abelson, Vice President & Astociate Publivher, DNR
Clara Hancox, Vice President & Director of Publishing, DNR
HFD—RETAILING HOME FURNISHINGS
ENTREE
ELECTRONICS RETAILING
HOME FASHIONS TEXTILES
Ry UPERMARKE’T NEW, S
David §. Branch; Senior. Vice Président
. Ernest D, Obermeyer, Vice President & Publisher, SN
Robert Freeman, Vice President & Publishlr Entrée & ER
AMERICAN METAL MARKET
- METALWORKING NEWS
METAL/CEN_TER NEWS
HEAT TREATING
FOOTYWEAR NEWS
Kenneth Share, Senior Vice President
Yames M. Lamoree, Publisher, M/CN -l: Hr
ELECTRONIC NEWS
MIS WEEK
Martin P. Rosenblum, Senior Vice President
James 3, Lydon, Vice Presidens & Editor, EN
ENERGY USER NEWS
James G. Chapman, Publisher
MULTICHANNEL NEWS
Paul Maxwell, Publisher

. L]

FAIRCHILD NEWS SERVICE -
FAIRCHILD BOOK DIVISION

International Medica! News Group (Rockville, MD)
FAMILY PRACTICE NEWS.. .

INTERNAL MEDICINE NEWS

OB.GYN, NEWS

‘PEDIATRIC NEWS -

SKIN & ALLERGY NEWS
CLINICAL PSYCHIATRY NEWS
ACHES & PAINS
MERCURY PRESS
Charles.. Siege); Vice President & Publither, IMNG

Meadle E. Pace, Manager, Washington Qperations, IMNG &
Mtrl:ury Press

Willism: Rubin, Editor, IMNG

Professional Press Group (Chicege, IL)

OPTOMETRIC MONTHLY :

OPTICAL INDEX

INTERNATIONAL CONTACT LENS CLINIC

JOURNAL OF LEARNING DISABILITIES
William Topaz, President & Publiiher

PENNYSAVERS

PENNYFPOWER SHOPPING NEWS
(Wichita and Topeka, KS; amd Springfield; MO).
William Kurz, Vice Presidens




Capltal Citles Communications, Inc.

We Talk to People

(Our corporate commitment to the nation and the communities we serve)

—— - i Wit -

Capital Cities Special Reports and Family Specials produced over the past year included (left to right): A Step too Slow, featuring Judge

Reinhold; The Trouble with Grandpa, telecast in February 1982 and featuring Meg Tilly and Elisha Cook; and For Better? For Worse?

The American Family, hosted by Robert MacNeil.

During 1981, Capital Cities Television Productions
produced three one-hour documentaries and, in
association with Paulist Productions, five dramas
(four half-hour and a one-hour) dealing with problems
confronting young people.

It is especially gratifying to report that in 1981
Capital Cities. Family Specials won the prestigious
Ohio State Award for “support of excellence in
educational, informational, and public affairs
broadcasting.” In addition, one of our Family Specials,
Girl on the Edge of Town, was selected for a Gabriel
Award by Unda-USA (the U.S. Branch of International
Catholic Association for Radic & TV} in competition
with all new programs for young people.

We are also pleased to report that Girl on the Edge
of Town ranked number one, and all of our first-run
. shows were in the top 25, in the 1981 Nielsen ratings
for all syndicated specials. These ratings were made
possible by the commitment of prime or prime access
time by the 199 commercial television stations who
joined us in ad hoc networks reaching more than
90 percent of the television homes in the United States.
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These shows were once again produced at budget
levels equal to network programming. Although the
financial cost of these projects is not ihe most important
criterion for judging their merits, the total expense for
producing these programs in 1981 was $2,100,000. As
in previous years, we retained half of the available
commercial time, and sales to nationa! advertisers
generated net revenues of $1,500,000. Thus, Capital
Cities underwrote approximately $600,000 of the total
effort.in 1981.

In order to fulfill our responsibilities as a group
broadcaster to the communities we serve and to our
nation as a whole, we intend to continue, as a matter
of corporate policy, to produce programming of
distinction and value for a national audience as an
adjunct to the outstanding presentations offered every
day of each year by our stations.

Capital Cities Special Reporis

In 1981, we produced and distributed two
documentaries in our continuing series of Capital Cities
Special Reports.
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For Better? For Worse? The American Family was
reported by Robert MacNeil, of the PBS MacNeil/Lekrer
Report, and focused on the dram\auc changes which
have occurred in the American family: since the 19505
Elemeats of the ptogram included: a profile of a
“blended family” (divorced adults u;nth children,
beginning a new family); the i mcrea:.e in counseling and
support services for broken families'as a result of the

“dramatic climb in the divorce rate to 50 percent; proﬁles
~-of smgle-parent families and single people “in. :

rclationship™ who see no reason for marriage.
Professional counselors commented on the impact of
these developments on the traditional “nuclear family”
structure of the *50s and on the consequencw for our
society of these changes.

The American Family was telecast May 28, 1981,
and was carried in prime or prime access timebya
network of commercial stations representing more than
93 percent of the television homes in the United States.
We estimate that approximately 16,000,000 people
watched the documentary. A number of stations

-originated their own programming in conjunction with

the telecast, including public service announcements,
phone-in programs with local experts, and special news
features.

The second program, Runaway: Where Are They
Now?, afforded us.the unique opportunity of following
up our major documentary of the spring of 1980, entitled
Ruinaway. We were able to trace the lives of the
runaways who appeared on our first program to see
what changes had occurred. We discovered that a youth
who survived for almost five years. on the streets as a
male prostitute had dropped completely from sight;
there was no record of his whereabouts anywhere.

On the cother hand, a girl who had been physically and
psychologically abused by her family and who had lived
on the streets and in runaway shelters, had found a job
and a boyfriend and was about to be married. While
the runaway population still numbers more than a
million children a year, community runaway shelters
and hot lines are providing some refuge and aid.

Runaway: Where Are They Now? was telecast between
August 17 and September 20, 1981. More than 160
stations, representing in excess of 93 percent of the
television homes in the United States, carried this
program. It generated a national rating of 9.7, and we
estimate it reached more than 20,000,000 viewers.

We also produced in 1981 for telecast in the first

“quarter of 1982, a one-hour documentary, America’s

AN

Battle with Crime. The nation spends more than
$26,000,000,000 annually to fight crime, and most
officials call it a losing battle, This documentary
examines the functioning of the various etements of

the criminal justice system, describes Low Americans are

" spending in excess of $120,000,000 annually on burglar

alarms, self-defense weapons, training guard dogs, and
theilike, and probes in depth one American community
that has successfully res:sted the escalatmg crime rate.

Capital CItlos-Famlly Spoclals

‘This series of half-hour original dramas designed to
illuminate the complex issues facing teenagers and their
families has treated such subjects as alcoholism, death
of a parent, parent-teen relauonshlps, teenage suicide,
and peer pressure.

Our first one-hour dramatic special, Girl on the Edge
of Town was telecast in April 1981 by more than 150
stations and received a 12,6 national rating, the highest
ever attained by any of our programs, We estimate that
rating translates into more than 22,000,000 viewers.
Patty Duke Astin was nominated for an Emmy Award
as Best Actress for her performance.

The third season (1980-1981) of these programs
was carried by a network averaging more than 150
stations and 90 percent of ti.;} .y television homes in the
United States. Bristol-Myers ‘and Nabisco, advertisers
from our previous seasons, continued their support.

The acceptance of these dramas by our audiences,
advertisers and feilow broadcasters encouraged usto
continue the series into its fourth season. The first
program in the new series, 4 Step Too Slow, was telecast
during December 1981. It is the story of a high school
basketball star who is cut from the team and, in the

ccourse of dealing with that disappointment, has to find

new dimnensions within himself. The other programs in
the series, which will be telecast during 1982, are

dramas dealing with a young man’s search for some
meaning to his life and with the problems caused by the
generation gap between a grandfather and granddaughter.
We estimate that an average of 160 stations will be .
carrying this fourth season of Family Specials.
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CIplllll\jcilM' Communications, Inc.

/ Financial Highlights

Net Ravenues
Ten-yoar annual compounded growth rate: 19%
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Net revenues for 1981 increased to $573,784,000,
or 22% over the $472,108,000 reported in 1980,
On a pro forma basis, excluding 1981 and 1980
acquisitions and start-ups, the Company's revenues
increased by 14%.

Operating income in 1981 rose 16%, to $159,186,000,

from $137,375,000 in 1980, On a pro forma basis,
excluding 1981 and 1980 acquisitions and start-ups,
the Company’s operating income increased also
16% over the prior year.

Net Income Before Extraordinary Gains
Ten-year annual compounded growth rale: 20%
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Net income before extraordinary gain for 1981
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increased 14%, to $80,518,000, from the $70,783,000
reported in 1980,

Income Per Share Betore Extraordinary Gains -
Ten-yaar annual compounded growth rate: 22%
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Income per share before extraordinary gain in 1981
increased 14%, to $6.12, from the $5.38 reported
in the prior year.
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Return oo revenue, the percentage relationship of
net income to net revenue, was 14.09% for 1981,
comparzd te 15.0% reported in 1980. Capital
Citic'»" return on revenue his remained relatively
constant since 1971, with periodic minor downturns

resulting from acquisitions and start-up activity.

$ mililons.

Availgbhle Cash Flow
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Availabie cash flow-is defined as cash flow from
operations, less capital expenditures other than
amounts for the construction of new cable: television
systerris”In 1981, available cash flow increased 12%,

‘to. $79,940,000, from $71,297,000 in 1980,

P,

Return on Average Stockholders’ EQuiiy
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‘Return on average stockholders’ equity for 1981 was
20.1%, compared to 21.5% in 1980,

i

_ Capitai Expenditures
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Capital expenditures in 1981 ‘amounted to
$48,634,000, up from $23,611,000 in 1520.

]
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_ Capital Cities Communications, Inc.

Financial Ovér'\'fi'e_w'

Results of Operations :

Managemérit’s discussion of the resuits of operations
for 1981 compared to 1980;:and 1980 compared to
1979, is included on pages 27 and 28 of this report.

. Available Cash Flow

Available cash flow is defined as cash flow from
‘operatioris, less funds reinvested for capital expenditures. -
In determining Capital Cities’ available cash flow,
construction expenditures for new cable television
systems. are excluded from cap:tal spending, as they are
conanden;d tobe essenttally%acqmcmon spending and
not capital reinvested in existing operanons

In 1981, Capltal Cities available cash flow amounted to-
$79,940,000, an increase of $8,643, 000 or 12% over
1980. -

Unlike most indust Hial compames, Capital Cities’ does
not reqmre large amounts of capital to be reinvested
each year in phySICal assets and inventories to maintain
the sam2 level of production or operations. The -
Company’s ‘available cash flows have historicaily been
almost equal to reported net income. The continued
generation of such available cash flow will allow the
Company to continue to make selective acquisitions, .
invest iit new business start-ups, reduce debt and, when.
deemed appropriate, repurchase its common stock.

The judicious employment of this available cash flow .
should enhance the Company’s future growth in earnings
and stockholders’ equity:

7

Capital Expenditures “

In 1981, capital expenditures amounted to
. $48,634,000, a 106% increase from the $23,611,000
sperit in 1980. The largest portion of 1981 ¢apital
spending was in the Cable Television Division; where a
total of $27,000,000 was spent—$20,000,000 for the
construction of new systems and $7,000,000 for
extensions, upgrades and rebuilds of the Cablecom
systems.

For 1982, the Company’s capital budget antncnpates
expenditures of approximately $35,000, 000 The Cable
Television Division is expected to spenu '$27,500,000
in 1982—$15,000,000 completing the construct:on of
new systems, with the balance for rebuilds, _upgrades
and extensions of glder Cablecom systems. \\e

The Broadcasting Division anticipates spending
$15,000,000 in 1982. Major projects include the
conipletion of a 2, 000-foot tower and transmitter facility
for KTRK-TV i in Houston, the construction of a new
studio building in New Haven for WINH-TV, and the
conversion to one-inch videotape technology. '

"Publishing Division capital expenditures in 1982
are budgeted at $12,000,000 and anticipate the start of a
facility expansion at the Fort Worth Star-Telegram,

. 22 e

of $43,705,000 from the year-end 1980. This increase -

term bank loans and $7,908,000 in other notes primarily
.due to former stockholders of acquired companies.
.+ The commercial paper is supported by a $100,000,000

~outstanding commercial paper averaged 2% less than
“the prevailing prime rate. The interest rates on virtually

. Company’s consolidated subsidiaries amounted to
'$14,432,000" This. amount is almost entirely accounted
 for by the purchase of a 10% interest in Capital Cities

togethét with the continuing upgrade and expansion of
electronic data processing systems at the: dally newspapers i
and spemahzed publications. .

Capital Structure

Capital Cities’ capitel structure is made up of four
components: stockholders’ equity, interest-bearing debt,
minority interest and deferred income taxes.
Stockholders’ equity at December; s«vl 1981, amounted
to $443, 822 000, an increase of 384’,1 711,000 from the
1980 year-end total of $359, 081/000—\,)
Interest-bearing debt, both curreiit and long-term,
totaled $102,372,000 at the end of 1981, an increase _ //
7

is a result of borrowings.related to the acquisition of )
Cablecom on. July 2, 1981. At December 31, 1981, &
the Company’s interest-bearing debt consisted primarily

of $60,264,000 of commercial paper, $34,200,000 in,

bank revolving credit agreement (convertible into a term
loan payable over four years, beginning January 1, 1985).
Duiring the second half of 1981, interest rates on the

all of the other debt are fixed and average approximately
9%. It would be the Company’s intent to replace jts
outstanding commercial paper with longer-term
obligations if and when'niiirket conditions improve.

At December 31, 1981, minority interest in the

Cable of Delaware, Inc., (the parent company of
Cablecom-General, Inc.) by Whitcom Investment
Company for $13,800,000 in late 1981.

Deferred income taxes amounted to:$10,336,000 at
year-end 198! and are included in the capital structure,
as they are considered to be essentially a permanent
liability. '

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

(dollars in millions)} _ o
i 1981 1980 1579 1978 . 1077

Debt ....... rrraees 31024 $ 587 % 78.0 _$103.0 $126.3
Total capital ........ $571.0 3427.2 $386.9 $372.5 $372.7
Debt to total capltal ]

Fatio w..vvieeivies 18% 14% 20% 2896 34%

'I'he Company’s debt to total capital ratio at.
December 31, 1981, is a very conservative 18%, which

F\would allow for a substantial increase in debt should

ey
auractlve mvestment opportunmes appear

5




“Return on Equity
. Return on equity is an important measurement of the
“effectiveness with which the stockholders’ equity is
being employed Itis expressed as the percentage
relauonsh:p hat net income (beforé extraordinary items)

" bears to stockholders® equity. Capital Cities’ return

on equity has benefited both from the Company's
ability to finance its growth from internally generated
capital and debt rather than new equity capital, and from
a program of repurchasmg its: common stock over
-recent years. 7
Capital Cities’ return on average stockholders equity
for the last five years was: :

(dollars in mllllons} 7
1981 1980 _ 1979 1978 197

Avefage‘ stockholders” . .
eqUILY .. ..iiievaas $401.4 §$3288 $278.3 $248.3 $§222.7

$ 805 $708 $638 §$ 540 $ 432
2001% 21.5% 229% 21.8% 194%

Net income

Rate of return

Reéturn 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, interest-bearing debt, minority
interests and deferred income taxes. Return.is defined
as the sum of net income plus interest expense after
taxes. By including the aftertax cost of interest in
calculating this return, business performance is
measured without being affected by financing policies.

The Company believes this is as important a measure
of the profitability of a business as is return on equity.
Capital Cities’ return or;average total capital over the
last five years was:

(dollars in millions)
1981 1980 19719 1978 10717

$499.1 $407.0 $3789 $372.6 $324.5
$ 857 $73.6 $67.2 $ 583 § 48.0
17.2% 18.1% 17.7% 15.6% 14.8%

Average total capital,

Rate of return

A refinement of this approach to perfo};'mance
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 indicaies Capital Cities’ return on average
operating capital for the last five years

(dollars in millions) )
: 1981 1980 1979 = 1978 10977

Average operating :
e:ipilal - $449.8 $348.1 $319.6 $309.5 $254.6

2 $827 $702 $642 §$ 557 8 464
' _1'8_.4% 20.2% 20.1% 18.0% 18.2%

Relﬁrn

’\\

Intangible Assets

== At December 31, 1981, Capital Cities’ intangible

assets, before accumulated amortization, totaled
$374,080,000—$123,685,000 in broadcasting,

. $166,158,000 in publishing and $84,237,000 in cable

television. Together, these intangible assets accounted

“for more than 50% of the Company’s total assets.

Intangible assets represent the amounts by which
acquisition prics exceed the value of tangibie assats
acquired. In accordance with Accounting Principles
Board Opinion No. 17, Capital Cities amortizés intangible
assets for broadcasting and publishing properties acquired

" since 1970 over pericds of up to 40 years. Such
-amortization is arbitrarily mandated by Opinion No. 17

without regard to whether these assets have or have not

" declined in value. The substantial majority of acquired

cable televisioi intangible assets relate to the underlying:
systern franchise agreements and are amortized over
periods approxirnating the life of such franchises.

The majority of Capital Cities’ intangible assets have
resulted from the acquisition of broadcasting and.
publishing properties. Historically, such intangible assets
have long and productive lives and have tended to
increase in value. We believe that the majority of these
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
broadcastmg intangible assets significantly understate net
income and stockholders® equity.

Broadcasting and publishing mtanglble assets of
$162,044,000 are subject to amortization. This had the
effect of reducing net income by $3,992,000, or $.30.a
share..in_1981. This amortization of such broadcasting
and pubhshmg intangible assets is not a deductible itein
in computing income taxes. ! !

Stock Repurchase

In late 1976, the Company began a program of
repurchasing its common stock. As of December 31,
1981, 2,954,000 shares of common stock had been
acquired for an aggregate purchase price of $102,680,000,
or an average price of $34.76.

In December 1979, the Board of Directors authorized
the purchase of an additional 600,000 shares. To date,
330,000 shares have been purchased.

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

The repurchases of stock have contributed to gains in
earnings per share and return on stockholders’ equily
in recent years. The Company believes that the
repurchase of its common stock is one of the more
effective uses of its available cash flow for the benefit
of its stockholders. :
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. Capitai Cities Communications, Inc.

Financial Summiary

O
1971-1961
{Dollars in Thousands Except Per Sharé Data)

w

1979

1981 1980
RESULTS FOR THE YEAR .
Net revenues - o
Broadcasting ...... v erreneeees O = S P ... $193,063 $166980  $151,327
Cable Television .......cvinivierrnnnernersnnassvannsnnns 21,435 30 '
Publishing. ......... me e rrersarrane aesrre e eeene.. 359266 305,098 @ 263,563
Total ................ e ettt eaeareneeaaaaaa, 573,784 . 472,108 414,890
Operating income (loss)
© Broadcasting ........evvniiiiiiiiiiniiiaiaiieseaaseees. $102,230 $ 87,925 $ 80,319
Cable TeleViSIOn . .....cvvervnvernesncrennronansesacennnes (3,096)  T(2,531) :
CPublishing ... i iciie e 67,520 58,186 . 50,668
Income from operations ...........cooviiiieierannnns 166,654 143,580 130,987
General cOrporate eXpense ........cecesberrniacesnssssnsas 7,468 6,205 5,334
B 1 TN 159,186 137,375 125,653
Net income (@) coiveineiiiiiiiinatsresesceetrivsesasssnes $ 20,518  $ 70,783 $ 63,758
Net income per share—Fully dituted. (a) (b) Ceerersssnanecesa $6.12 $5.38 $4.68
Average shares—Fully dituted (000s omitted) (b) ............ 13,150 13,165 13,615
Return on average stockholders’ equity (¢) (d) ................ 20.1% 21.5% 22.9%
MAJOR CHANGES IN FINANCIAL POSITION
Funds provided ‘ _
OpErations ................... H $108,208  § 86,589 -$ 77,888
Increasein long-term debt ... . ... i iiiiiiiiiiiiiinas 111,640 3,834 < 1,900
Sale of operating properties .........c i iiiiniiiniiiianan.
Funds applied ) \\\
Acquisitions of operating properties ........ccoiiniiinenass $160,734 $ 32,890 .
Purchases of common stock for treasury ......... ...l 128 14,753 $ 24,736
Capital expenditures ........vvivvineearennerreecsracennes 48,634 23,611 18,178
Reduction of, lt:mg-term debt .ottt r e 63,095 21,667 21,585
Dividends on common stock ......... ... ..ol 2,603 2,573 2,669
AT YEAR-END
Working capital (d) ............ ittt i i i eiaaaes $ 4,288 $ 35,408 $ 34,428
Long-term debt .....uveiieiiiiaeenanierncnnensnnanenneeas 102,372 58,667 77,955
Stockholders’ equity (d) .........cviiiiiiiiiiiiiiii e 443,822 359,081 298,497
Number of shares outstanding (000's omitted) (b) ............ 13,025 12,902 13,058
Closing market price of common stock (b) ................... $73% $58% $485%6
Price range of common stock (b) ......ccoiiiiiiiiiiiiiii.. $5612-8012 $40-72 $3634-49%

{a) Income before extraordinary gains of 32,430,000 (3.18 per share) in 1980, $3,320,000 (3.22 per share) in 1977 and

318,168,000 (31.19 per share) in 1971

"(b) All per share information kas been adiusted for two-for-one stock split in 1978.

(¢} Income before extraordinary items divided by average stockholders’ equity.

(d) Adjusted in 1980 and 1879 for restutement lo reﬂecr compensared absences as of January 1, 1979.
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1978 1977 1976 1975 1974 190 1972 1mn

$133,360 $112,522 $104,307 $ 86820 § 78576 $ 76,066 $ 69,885 $ 56,219

234,116 ‘ 193,624 107,860 88,066 60,009 51,432 48,603 41,857
367,476 306,146 212,167 174,886 138,585 127,498 118,488 98,076

o $ 70,080 $ 56,757 $ 50,277 $ 39,184  § 36,359 $ 36,463 $ 31,553 $ 23912

48,781 43,681 25,592 17,699 12,752 9,800 8,192 7,695
118,861 100,438 75,869 56,883 49,111 46,269 39,745 31,607
4,563 3,673 2,826 2,748 2,492 1,704 1,659 1,299
114,298 96,765 73,043 54,135 46,619 44,565 38,086 30,308
$ 54,033  §$43234 $35620 $ 25402 § 22,025 $20,146 §$ 17,015 $ 13,129
$3.80 $2.91 $2.30 $1.64 $1.43 $1.30 . SL11 $ .86
14,220 14,852 15,478 15,466 15,376 15438 U 15,394 15,250

21.8% 19.4% 17.9% 14.4% 14.4% 152% 15.3% 15.7%

$ 66,811 $ 53,763 $ 43,309 $ 32,098 $ 25,833 $ 23,215 $ 20,167 $ 16,324

2,696 90,628 40,500 82,297

15,526 14,389 32,032
$ 9622 $125877 $§ 6,099 $61,602 § 1,136 $ 1,300  $103,834

31,097 17,111 14,858 vy
16,314 8,209 4049 $ 5,546 3,206 2,859 2,465 1,351 '
26,928 33,470 16,275 16,275 11,663 12,125 17,913 25,073

2,438 1,467 1,524 384

$ 18,980 $ 8998 $ 38,058 $ 34,547 $ 23,864 $ 33,028  $ 22,075 $ 14,816

102,983 126,257 59,404 75,679 87,342 56,967 75,092 101,797
259,691 236,834 208,501 188,921 163,860 141,906 121,620 100,166
13,514 14,212 14,832 15,374 15,368 15,364 15,356 14,524
$39%8 $30 $28'%% $213 $11la $157% $30% $2444

$27%-47% §22%-30%4  $21%-28% $11-213%  $836-19% $15-31%4 $24-32%  $1414-24%




Selected Financial Data
(Dollars in Thousunds Except Per Share Data)

Yaars Ended December 31,

.10

1979

1978

1977

Results of Operations
Net revenues

Operating income

$472,108

$414,890

$137,375

Income before extraordinary gain
Extraordinary gain, net of taxes ........ eieenes

$ 70,783

2,430

$125,653

$ 63,758

$367,476

$114,298

$ 54,033

$306,146

$ 96,765

$ 43,234
3,320

Net income

$ 73,213

$ 63,758

Income per share
Income before extraordinary gain
Extraordinary gain ...... - -_—

$5.38

A8

$4.68

$ 54,033

$3.80

$ 46,554

$291

22

Net income , e $6.12

Cash dividends declared per common share .... $ .20

At Year-End

Total assets $697,620
Long-term debt due after one year .. . § 871,082
Stockholders’ equity e .~ $443,322

Average Shares

‘Shares of stock used ir’calculation of
income per shaze are as follows
{000's omitted)

Average common shares and common share
equivalents outstanding during year

Common shares
Stock options

$5.56

$ .20

$519,958

$ 38,537
$359,081

$4.68

$.20

$473,134
$ 56,370
$298,497

13,358
257

$3.80

$3.13.

$.175

$444,797
$ 76,055
$259,691

$.10

$435,096
$100,287

$236,834

Total common shares and common
share equivalents

All per share information has been adjusted for
the two-for-one stock split in 1978.

13,615

s




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

Results of Operations — 1381 Compared to 1980

‘Net revenues in 1981 increased $101,676,000 or
22% over 1980. Broadcasting Division revenues were
up $26,083,000, a 16% increase over 1980, with tele-
vision operations showing an increase of 17% and
radio operations an increase of 11%. The Cable Televi-
sion Division provided $21,435,000 in revenues for
1981, due primarily to the acquisition of Cablecom-
General, Inc. (Cablecom) on July 2, 1981. Revenues
for the Publishing Division: were up $54,188,000, or
18%, over 1980. Excluding new publication start-ups
and 1281 and 1980 acquisitions, Publishing Division
revenues increased 13%, primarily as a result of higher
advertising and circulation rawes offsetting a 2% de-
crease in newspaper advertising linage. Specialized
publications and newspapers showed revenue gains of
15% and 13% respectively.

Costs and expenses for 1981 were up $79,865,000
or 249 over 1980. Expenses for the Broadcasting
Division were up 311,778,000, or 15%, reflecting
higher television programming and news costs and
generat and administrative expenses, Cable Television
Division costs and expenses were up $21,970,000 (in-
cluding $3,000,000 in amortization of intangibles) over
1980, due primarily to the acquisition of Cablecom as
well as the greater level of activity compared to the
start-up phase of a year ago. Publishing Division costs
and expenses, excluding new publication startups and
1981 and 1980 acquisitions, were. up 135 over 1980,
due to higher production, distribution and general and
administrative costs.

Cperating income for 1981 increased $21,811,000,
or 16%, from 1980, with broadcasting and publishing
operations each showing gains of 16%. 1981 results
included $2,400,000 of pretax operating losses and shut
down costs for the Dallas and. Tulsa pennysaver opera-
tions, which were terminated in December 1981. Start-

up losses for other new publications and the cable

television systems under construction amounted to
$6,300,000.

Net financial expense (interest expense less interest
income) for 1981 increased $3,933,000 compared to
1980. This was due to an increase in net interest

expense in the second hatf of 1981 as a result of bor-
rowings to finance the Cablecom acquisition, offset by
reductions in previously existing long-term debt and
substantially higher rates earned on a larger portfolio of
short-term investments in the first half of 1981. Interest
of $2,282,000 and $450,000 was capitalized in 1981
and 1980, respectively. The Company’s effective tax
rate was 48.1% in 1981 as compared to 48.9% in
1980, due to higher investment tax credits in the current
vear.

Income before extraordinary gain for 1981 of
$80,518,000 was up $9,735,000, while income per
share before extraordinary gain of $6.12 increased
$.74, both representing 14% increases over 1980. Net
income for 1981 includes the carnings of Cablecom
from its date of acquisition, July 2, 1981. Cablecom’s
earnings, together with the related acquisition financing
cxpense, the amortization of franchise and other intan-
gible assets, and net of related income tax benefits,
resufted in a reduction in 1981 net income of approxi-
mately $.34 per share. Depreciation and amortization
of the acquired Cablecorn assets has been estimated,
subjec. to a final determination of the appraised values
and the useful lives of such assets.

‘Results of Operations — 1980 Compared to 1979

Net revenues in 1980 increased $57,218,000, or
14% over 1979. Broadcasting Division revenues were
up $15,653,000, a 10% incr=ase over 1979, with televi- -
sion operations showing an increase of 12% and radio
operations an increase of 5%. Publishing Division
revenues, excluding new publication start-ups and 1980
acquisitions, increased 9% primarily as a result of

higher advertising and circulation rates offsetting a 3%

decrcase in newspaper advertising linage. Specialized
public’ tions 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
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acquisitions, were up 7% over 1979, with favorable
cost comparisons 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 spending at the Company’s new Cable Tele-
vision Division, total Company costs and expenses rose
$24,066,000, or 8% from 1979.

Operating income for 1980 increased $11,722,000,
or 9%, from 1979, with broadcasting 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 cffective tax rate was 48.9% in both

1980 and 1979.

Income before extraordinary gain for 1980 was up
$7,025,000, 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-of Inflation

For information on- the impact of inflation on the
Company, see Noie 14 to the Consolidated Financiai
Statements.

Liquidity and Capital Resources

Working capital decreased $31,120,000 to $4,288,000
at December 31, 1981. Internally generated funds from
operations increased 321,619,000 from 1980. The
1981 funds from operations of $108,208,000 repre-
sented 44% of the Company’s total sources of funds,
These funds, along with long-term debt issued or
assumed on acquisitions of $111,640,000, $23,318,000
from other sources and the reduction of $31,120,000 of

working capital, provided $160,734,000 for acquisitions
of operating properties, $63,095,000 for debt reduc-
tion, $48,634,000 for capital expenditures, $2,603,000
for dividends to stockholders and $125,000 for treasury
stack repurchases.

During 1981, the Company completed the acquisi-
tion of Cablecom for $132,200,000 and radio station
WKHX-FM for $7,500,000. The acquisition of
Cablecom on July 2, 1981 was initially financed by
$£90,000,000 of borrowings provided under a bank
revalving credit agreement with the balance by a reduc-
tion. of short-term cash investments. Shortiy thereafter
the borrowings from the bank were replaced by the
issuance of commercial paper. The acquisition of
WKHX-FM was also financed through the issuance of
commercial paper.

On December 8, 1981, pursuant to an existing agree-
ment, Whitcom Investment Company purchased a 10%
minority interest in Capital Cities Cable of Delaware,
Inc., parent company of Cablecom, for $13,800,000.

At December 31, 1981 total interest bearing debt
was $102,372,000 an increase of $43,705,000 from.
1980. Of the total interest bearing debt outstanding at
year-eid, $60,264,000 is represented by commercial
paper, which is supported by a $100,000,000 bank
revolving credit agreement convertible into term loans
{pavable over four years) starting January 1, 1985.
Management continues to review additional acquisition
and investment opportunities which would be financed
by the issuance of commercial paper or other long-term
debt. In addition, if market conditions are favorabl¢ -
management intends to replace the existing commercial
puper with other long-term obligations. At Decem-
ber 31, 1981 interest-bearing debt represented 18% of
the total capitalization as compared to 14% at the end
of 1980.

Capital expenditures in 1981 of $48,634,000 in-
creased $25,023,000 from 1980 primarily due to
greater spending in the Cable Television segment. The
Company anticipates 1982 capital expenditures for
property, plant and equipment will be approximately
$55,000,000:of which $13,600,000 was firmly com-
mitted at December 31, 1981. Reference is made to the
Financial Overview Section on pages 22 and 23, for
additional discussion of the Company’s available cash
flow, capital structure, and capital exbendittte_;:s.




Segment information

The Company is engaged in television and radio broad-
casting, providing cable television service to subscribers
and the publishing of newspapers and specialized publi-
cations, Operations are classified into three business seg-
ments: Broadcasting, Cable Television and Publishing.

Broadcasting operations consist of six network affili-

ated television stations, five of which are VHF and one

UHF, seven AM radio stations and seven FM radio
stations.

Cable Television consists of 51 systems providing
service to subscribers in 16 states.

(Dollars in Thousands)

Publishing operations consist of nine daily news-
papers in seven communities (four of which have
Sunday editions), 22 weekly community newspapers
and shopping guides and 32 business and specialized
newspapers, 18 of which are paid circulation and 14 of
which are controlled circulation.

There are no product transfers between segments of
the Company, and virtually all of the Company’s busi-
ness for ail segments is conducted within the United

States.

1981

1980

1979

1978

1977

-Broadcasting

‘Net revenues ...... beeeranban e eeeseaaiaraatyaattaana
Direct operating cosis
Diepreciation
Amortization of intangible assels

Total OPErating COSS - .vvvvvyersens

Income from operations

Assets af December 31 ... ... ... weaean Crrvaaaaaas
Cupital expenditures

Cable Television
Nét revenues

Direct operating costs ........ sarasrashsrrrbans
Depreciation
Amortization of mtang:ble assets

Total Operatiig COSE vuvuvarienannvanrorisreonenenenns
{Loss) from operations ..... P

PERAE RS Yy ko

Assets at December 3§ Taveeatan
Capital expendiUres .. .iviiii it ittt iiinnnnannns

Publishing
Neét revenues

Direct operating costs
Depreciation ....oovevnvvrirvrnnien.. veeraersraceaa
Amortization of mzangnble assels .......... eaean veen

Total operating COSIS «cvuiianarannn Ceeresaenarierieaas
Income from operations ...

Assets at December 31 .
Capital expenditures

R R LR R T aa

R R ]

R EEE R LR}

Consolidated
Net revennes ............

Income from operations ............. Ceraaerrrsiaaes
General corporale expense Ji............ Crerrrrasaea
Operating iMCOME . vivievevienienererirarrsnsnsrans
Interest expense .....
Intetest and other income ..

lncome before income taxes

I A I R N

Assets. employed by segmients L...... i . .
Investments and corporate assels ....., Areeeanaaaaaeaes

Tatal assets at Decembir 31 .

$193,063

$166,980

$151,327

$133,360

$112,522

85,791
4,782
260

74,457
4,366
232

67.018

3,758
232

39,619
3,424

232

52,317
3,216
232

90,833

19,055

71,008

63.280

58,765

$102,230

$ 87925

$ 80,319

$ 70,080

$ 56,757

$214,524
9,593

$ 21,435

$191,039
6,032

30

17,131
3,800

2,504
57

24,531

2,561

§ (3,099

$ (2,533

$185,985
27,085

$359.286

3 9,008
B.319

$305,698

5188.314
7,472

$263,563

$178,739

8,157

§234,116

$167,019

4,559

$193,624

280,655
. 1379
3,732

236,932
6,748
3232

204,260
5,790
2,845

176.5G9
5,663
2,761

142,713
4,823
2,407

291,766

246,912

212,895

185.335

149,943

$ 67,520

$ 58,186

3 50,668

8 48,781

§ 43,681

$259,385
6,498

$573,784

. $257,998

6,527

$472,108

215,576
10,185

$414,890

$209,255
7,818

$367,476

$190,810
2,835

$306,146

$166,654

7,468

$143,580
6,205

159,186
9,933)
5,765

137,375
(5,346}
6,434

$130,987
5334

$118,861"

4,563

$100,438
3,673

T125:853
(6,835)
6,040

114,298

{8,603)

5,138

96,765
(9,545)
3,014

$155,018

$138,383

$124.858

$110,833

$ 90,234

$659,893
37,726

$458,045
61,913

$403,890
69;244

$387.994
56,803

$357,329
71,267

$697,620

$519.958

5473,134

$444,797

$435,096
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* Consolidated Statement of income

Years Ended December 31, 1981, 1980 and 1979
{ Dotlars in Fhousands Except Per Share Amounts}

Net revenues ......... feraveesesanaas erenee avees . $573,784

Costs and expenses.
T - Pirect Operating eXpeNses ... .inuniaranranansannann 245,702
Selling, general and sdministrative 145,780
fati . 6124
6,932
414,598

Operating income . ... : 159,186

Other income (expense)
TALETESt BXPEASE ..\ iveienennnn rrraraarasaaaiasyasane {(9,933)
FOTETESE IMOOME .« .\ e e reevnecnasnnannsnnnnnnsnceonsens 4,745
Miscellaneous, net - _ 1,020
(4,168)

Income before income taxes . fecaanan eeeens cees. 155018

Income taxes
Federal .. oovvnimiiiiiiiiainroveensnanvas cenenan eeeas
State. and 10cal . ..oiiinnaiiranaanannn J

Income before extraordinary gain ........ frreaasarens .
Extraordinary gain, net of taxes ..... Ceetetaeisreavarnane e
Net income

Income per share
Income before extraordinary gain
Extraordinary gain g
Net income .......covvavannsens ieeesariecssmaneanas

Average shares oustanding (000’s omitted)

-
Say
[

See accompanying notes

$472,108

205,152
114,650
11,467
3,464
334,733

137,375

(5,446)
4,191
2,263

1,008

138,383

59,700
7,900
67,6500
70,783
2,430
$ 73,213

$5.38
18

$414,890

185,234
90,932
9,994
3,077
(28931

125,653
(6,835)
3,807

2,233
(79%)

124,858
33,100
3,000
61,100

63,758

$ 63,758

$4.68

$5.56

13,165

$4.68

13,615




Consolidated Statement of Changes in Financial Position

Years Ended December 31, 1981, 1980 and 1979
( Dollars in Thousands)

Funds provided
Operations
Income before exlraordmary gain e _ - $ 70,783 $ 63,758
Depreciation e . - 6,12 11,467 9,994
Amortization of intangible sssets | : Caue \ 3,464 3,077
Other, ner ... .. . : 875 - 1,059
Total funds from operatnons ‘ - 86,589 77,888
Common stock issued under Employee Stock Plans 4,697 4,135
Long-term debt issued or assumed on acquisitions ‘ : + 3,834 1,900
Sale of minority interest in subsidiary ' : — —
Increase in uncarned subscription revenue . _ . 505 1,394
Procecds from sale of investment in affiliate, net of taxes ; 3772 | =

>

99,397 85,317

Funds applied

Additions to fixed assets i 48, 23,611 18,178

Reduction of long-term debt ........ .o s 21,667 21,585

Acquisitions of operating properties ......... . ) 2,590 —

Dividends .......oooeviiniinsninnnnn. rreeeeenacen : 2,573 2,669

Purchases of common , stock for treasury e 14,753 24,736

Other, net . _ _ _ 2923 1,019
98,417 __ 68,187

ST
e

(Decrease) increase in working capital ................. _ 3 980 $ 17,130

Working capital changes
Cash and short-term cash investments $(30,178) $ (3,047 $ 11,534
Accounts and notes receivable . 18,390 5,048 4,704
Inventories ................ e eeereaearenaneaans Ceeenn (891) 1,964 2,157
Film contract rights and other current assets ................ 1,707 1,602 978
Taxes onincome ........... R . . 57 (5,529)
Long-term debt due within one year _ 4,840 1,455 5,343
Film contracts and other current liabilities . (24,759) (6,099) (2,057)

(Decreasc) increase in working capital '$(31,120) $ 980 $ 17,130

See accompanying noies
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i,

. Consolidated Balance Sheet

December 31, 1981 and 1980

o Dollars in T{zqusands )

~

ASSETS. 1981 . 1980
i
Current ggsets : :
Cash ....... ererearaesaneies J N vares veans wessaaa . $ 5243 $ 6,741
Short-term cash- mvestments e eemar e e e e ety 4,660 33,340
Accounts and notes receivable (less allowance for doubtful aooounts of
$4.914 in 1981 and $3,899in 1980) ..........ccoiiiinnn s . 90,015 71,625
INVentories «.....o.vavnnnns e frevanae S S eerannn 7,824 8,715
Film contract n_ghts iiteesreneenenes eeieesiaarrara wbesaees eeeneas 5,919 4,128
Other current assets ......oeveven e eerervainaes eieaeseaaes ver e 4,054 4,138
Total current assets ............... e reereeeiraaeniaaaes e 117,715 128,687
Property, plant and equipment, at cost _ :
Land ....oooinnvrnnninnnn, S Feanreeneniniiiiaan e 16,212 14,452
Buildings .......cvviiiieionnrionnontiineracncrcncnsannssssonsas 56,521 46,472
Broadcasting, printing, cable telev:snon and other equipment .............. _ 709,679 124,786
) 282,412 185,710
Less accumulated depreciation ....... i reterhresrasrreserataenannnnn : 96,784 85,492
Property, plant and equlpmcnt, net ........... Ceesissrartiicina 185,628 100,218
Intangible assets (net of acmmulated amortization of $21,018 in 1981
and $14,026 in 1980) ... ..oiiiiir i e weraianans 353,062 266,745
Marketable equity securities ....... et eeeeieae e SO 11,649 . 11,649
Film contract rights ......... s aeressatstesnaesiastanasiantasiassetnonanes 2834 2,025
Other @SSEES . .vvnivrrvnsaneeannnsessasassnsorssssnes tennn e baeens e 26,732 10,634
$697,620 $519,958

See accompanying notes
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LIABILITIES AND STOCKHOLDERS' EQUITY ) 1981 1880
“Turrent lidbiliies . o _ Y
Ac vimnts payable: . ...ivonen... S et A $ 25,744 $ 15,929
Accrued compensatwn ..... B TN criveeis // 12,729 11,913
sAccrued expenses and other-current lxabllmes‘ R eeeeeiens / ..... ° 27,636 14,021
Film=contracts ........ cevieuvienas . : / ..... 5174 . 4,661 -
Taxes onincome . ...... ... e evaaeanaereraan e // cemeenns 26,854 26,625
Lﬁng-term debt due w1th|n ONe Year ........o...e weeraas ( . e's Cereeees 15,290 20,130
Total current llabzhtles PP PR k .......... e 113,427 93,279
Deferred compen SAIOM + v neicraaneneeveerananeriaernneean \ Nereesarensns 9,747 ~ 6,084
Fy . . = ) ; ;
Dferred INCOME TAXES - . e v ev e enentreeeeseensetnernsaenessneannes 10,336 9,425
Unearned subscription TEeVERUE .........iieeernvaressnsiosnsssonnons ceranes 14,716 12,157
Film contracts :\- Ceismseeeieiraen s ersraresvenns wreeareere 4_,058' : 1,395
Long-term debt due\ AftET ONE YEAr .. ..vvvevivaranseeneenannsnons eepanzesees 87,082 38,537
Total! liabilities ....... U e eerrereieeren .. \ \ 239,366 160,877
7
Mirority interest'.;,} ......................... P 14,432 —
", B .
Stockholders’ equity "
Convertible preferred stock, $1 par value (600 000 shares authorized) ...... —_— —
Common stock, $1 par value (40,000 ‘JS’] hares authorized) ........... i 15,394 15,394
Additional paid-in capital ........... .. ... L R LT T TR SO PP 4,012 463
Retained CAMMINGS ....v 50 veierennaesnnannes e teeneeseaeseaeaaen . 511,654 433,739
2 531,060 449,596
Less comiraon stock in-treasury, at cost (2,368,388 shares in 1981 _
and 2,491,350 sharesin 1980) ..............o0vue P SRR 87,238 90,515
Total stockholders’ equity ............. feenreereerensesans i, 443,822 359,081
K | $697,620 $519,958

. \f-




Capltlldiliu Communications, Inc.
T I

Consolidated Statement of Stockholders’ Equity

Years Ended December 31, 1981, 1980.and 1979
( Dollars in Thousands) :

: ' Additional
Common Pald-In

Stock: . Capital

Retained
Earnings

Treasury

/)
Totai-

Balance January 1, 1979, as restated $15394 $ —
Net income for 1979 ........coeviviiinnnnnn — —
592,800 shares purchased for treasury : — —

116,977 shares .issued under Employee Stock
Purchase Plan

20,851 shares issuéd on exercise
of employee stock options ... 185

Cash dividends v : —_

~ $301,891

63,758

119
(2,669)

$(59,276)

(24,736)

35112

542

$258,009 _
63,758
(24,736)

3,289
- 846
(2,669)

Bilance December 31, 1979 eee.. 15394 362
: Net income for 1980 o —
‘327,760 shares purchased for treasury - =

43, 080 shares issued under Employee Stock
Purchase Plan-

78,563 chares issued on exercise
of employee stock options

Cash: dmdends

363,099
73,213

(2,573)

(80,358)

(14,753)
- 2,476

2,120

298,497
73,213
(14,753)

3,205

1,492
(2,573)

Balance De\;ember 31, 1980
- Net income for 1981 =
2,150 shiares purchased for treasury . -

87,837 shares 1ssued under Employee Stock L
Purchase Plan . vens e 1,218

37,275 shares 1ssued on exercise
of cmployee stock options — 2,331

433,739

80,518

(2,603)

(90,515)

(125)
2,394

1,008

359,081
80,518
(125)

3,612

3,339
(2,603)

Cash dividend's_ .o —_— —
: $15,394  § 4,012

$511,654

$(87,238)

$443,822

See accompanying notes
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Notes to Consolidated Financial Statemenis

1. ACCOUNTING POLICIES

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

Property, Plant and Equipment-Depreciation—Deprecia-
tion has generally been computed on the straight-line
method for financial accounting purposes and on accel-
erated methods for tax purposes. Estimated useful: hves
for major categories are as follows:

Buildings and iMProvements ...........ccccivinennnnns 10-50
Broadcasting equipment ...........cviveeeees srensenns 4-8

Printing machinery and equlpment ............ eenianse 5-10.
Cable television PIANL ... oy vsrseervassecreanaerssnoaes 10

Leasehold improvements are amortized over the terms
of the leases.

Cable Television—Certain preoperatmg costs incurred
by cable television systems have be¢n deferred in accord-
ance with the policy prescribed by the Financial Account-
ing Standards Board Statement No. 51, “Financial Re-
porting by Cable Television Compames Such deferrals
have been capitalized as part of cable television-2lant in
the amounts of $1,985,000 and $1,614,000 in 1981 and
1980, respectively.

Intangible Assets—Intangible asseis 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, intangible
assets other than those attributable to -cable television
franchises are being amortized over periods of up to 40

years. Cable television intangible asse> relating to cable
television franchises are generally amoruzed aver the
remaining terms of the franchises.

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 fiabilities 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 Rlms,

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

Investment Tax Credit—The investment tax credit is taken
into income. cunﬂntly as a reduction of the provision for

Federal income ax. -

Inventories—Inventories, primarily of newsprint and other
paper stock, are valued at the lowar of cost (last-in first-
out)} or market.

Capitalized Interest—Effective January 1, 1980, the Com-
pany capitalizes intérest in accordance with Financial
Accounting Standards Board Statement No. 34, “Capitali-
zation of Interest Cost.,” As a result, $2,282,000 and
$450,000 have been capitalized in 1981 and 1980,

respectively.

2. INCOME PER SHARE

The calculation of average shares of stock used in the
computation of income per share for 1981, 1980 and 1979
is inchided in the Selected Financial Data on page 26.

3. EXTRAORDINARY GAIN

In 1980 the Gompany ‘sold its investment in New York
Subways Advertiging Co., Inc., an uncqnsol:dated affiliate,
which resulted in a gain of $4,130,000 less applicable

taxes of $1,700,000, for an extraordinary gain of
$2,430,000.
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Consolidated Notes to Financial Statements— (Continued)

4. ACQUISITIONS
Cable Televisian—1981 .

On July 2, 1981, the Company acquired all of the out-
standing stock of Cablecom-General, Inc. (Cablecom)
for an aggregate price of $139,200,000, consisting of
$132,200,000 in cash and the assumption of approxi-
mately $7,000,000 in debt, which Cablecom had incurred
to retire certain equity securities in connection with the
acquisition. Cablecom owns and operates 43 cable televi-
sion systems in 12 states. The cash purchase price. in-
cluded $52,800,000 for property, plant and equipmeént,
$83,000,000. for intangible assets and $3,600,000 for the
excess of liabilities over investments and all other assets.
These amounts are estimated, and are subject to a final
determination of the appraised values of the tangible and
intangible assets.

The consolidated statement of income for the year
ended December 31, 1981 includes the results of opera:
tions of Cablecom since the date of acquisition. Had the
Cablecom acquisition taken place prior to January 1,
1980, it is estimated that on a pro forma basis, consoli-
dated net revenues, operating income, income before
extraordinary gain, net income, and income per share
before extraorditiary gain would be as follows (000
omitted, ex( nt per share):

Yaar Ended December 31,
1901 1980

Net revenues .,....... vt inreneinns $591,732  $502,966

Operating income ......c...icovviiaians 160,621 138,961

Income before extraordinary gain ...... 77,307 62,689

Net income ....ovirrenrioniarrannans 77,307 65,119
Income per share before extraordinary

0111 S rresrrieeerienns $5.88 $4.76

Depreciation and amortization of the acquired Cable-
com assets has been estimated, subject to a final determi-
nation of the appraised values and the useful lives of such
assets. For the purposes. of the above pro forma presenia-
tion, financing costs of 15% have been assumed for
periods prior to July 2, 1981.

Management of the Comnany does not believe that the
above pro forma results’ ~ /necessarily indicative of the

36

consclidated results which would have been achieved had
the Cablecom acquisition taken place prior to January I,
1980.

On December 8, 1981, pursuant to an existing agree-
ment, Whitcom Investment Company purchased a 10%

parent company of Cablecom for $13,800,000.

Broadcasting—1981

On November 5, 1981, the Company acquired the
assets of WBIE-FM (call letters changed to WKHX-FM),
an FM radio station serving the Atlanta, Georgia market
(licensed to Marietta, Georgia) for approximately
$7,500,000 in cash. Virtually all of the purchase price
was allocated to intangible assets.

Publishing—1980

During 1980, the Company acquired all of the outstand-
ing stock of Pennypower Shopping News, Inc., publisher
of three weekly shopping guides; Shore Line Newspapers,
Inc., publisher of nin¢ weekly newspapers and shopping
guides; The Professional Press, Inc., publisher of four
ophthalmic journals; and the remaining 75% of the
Democrat-Herald Publishing Company (Democrat-Herald)
which publishes two daily newspapers, six weekly news-
papers and two stamp collector publications in Oregon.
In a prior year the Company had acquired 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 $8,640,000 of fixed assets, $28,713,000 of
intangibles and $1,040,000 of other net long-term liabili-
ties. The 1980 purchase price excluded the carrying value
of the 25% equity investment in the Democrat-Herald
previously acquired, in the amount of $3,423,000.

Cable Television-—1980

During 1980, the Company entered the cable television
business by acquiring majority interests in seven cable
television companies with undeveloped franchises.



Consoclidated Notes to Financial Statements—(Continued)

5. EMPLOYEES' PROFIT SHARING AND PENSION PLANS

The Company has 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 1981, 1980 and 1979 were $3,583,000,
$3,174,000 and $2,530,000, respectively.

Other employees, not covered by the profit-sharing
plans, are covered by Company noncontributory pension
plans. In connection with these plans, contributions of
$1,873,000, $1,735,000 and $1,503,000 were charged
to expense in 1981, 1980 and 1979, respectively. Provi-
sion is made for normal cost and amortization of prior
service costs over pericds of 30 years. The Company’s
policy is to fund the amounts expensed.

A comparison of accumulated plan benefits and plan
net assets for the Company’s pension plans is presented
beloyy (000’s omitted):

Janusry 1,
1951 1980
Actuarial present value of accumulated
plan benefits:
Vested ,...... feeeereatreviariiaans $37,997 $36,072
Nonvested .. .icvvncivarenrannanas 1,118 1,126
$39,115 $37,198
Net assets available. for benefits ........ $11,405 $37.310

The weighted average assumed rate of return used in
determining the actuarial present value of accumulated
plan benefits was 6%2 % for 1981 and 1980.

i\

\\

6. INCOME TAXES

The provision for income taxes differs from the amount of tax determined by applying the Federa] statutory rate for

the following reasons (000's omitted):

Income before taxes at Federal income tax rate ... ..covvvneen, ceiraaes
State and local income taxes, net of Federal income tax benefit .........

Amortization of intangible as3ets ... i iiiiiiiiiiiiiiii e iirai e

Investment tax credit L. v ieiier ittt ier s iieann veeentaatrranane
OHher, el o, ia, iiaaecaarasnarseraenststatsastsersssssttonsosarans

Pursuant to Section 1071 of the Internal Revenue Code,
the Federal Communications Commission issued a tax
certificate to the Company in conizection 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

1" 1980 1979
Amount % Amount % Amount %
e $TL30B  460%  $63,656 4609 $57.434  46.0%
e 5012 3.2 4,266 1 4,320 3.5
2,213 1.4 1,594 1.2 1,415 11
- (3,676) (2.3) (L,100) (.B) (1,500) (1.2)
“es 357 (2} (816) (.6) (569) (.5)
$74.500 48.15%  $67,600 48.9%  $61,100 489%

extraordinary’gain on an exchange of securities gave rise
to a provision for deferred income taxes of $1,700,000.
‘The remaining deferred taxes of approximately $3,536,000
at. December 31, 1981, result primarily from tne excess
of tax over financial accounting depreciation offset by
deferred compensation which is not deductible until paid.

7. COMPENSATED ABSENCES

Toe conform with Statement of Financial Accounting
Standards No. 43, “Accounting for Compensated Ab-
sences”, the Company, in 1981, fully adopted the practice
of recording the cost of employee vacation pay benefits as

they are earned. The effect of the Company-wide adoption
of this policy has been applied retroactively, and retained
earnings at January 1, 1979 was reduced by $1,682,000.

8. MARKETABLE EQUITY SECURITIES

Marketable equity securities were carried at an aggre-
gate cost of $11,649,000 and had an aggregate market
value of $17,199,300 and $17,270,000 at December 31,
1981 and 1980, respectively. Included therein, at Decem-

ber 31, 1981 and 1980, were 394,570 shares of St
Regis Paper Company carried at a cost of $10,184,000
with a market value of $12,429,000 and $13,613,000,
respectively.
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9. INTANGIBLE ASSETS

The Company's irtangible asseis consist of the excess
of purchase price paid over the fair market value of
tangible assets of acquired broadcasting, cable television
and publishing properties. The broadcasting and publish-
ing intangible assets represent broidcasting licenses, net-
work affiliation contracts and efféctive economic publish-
ing franchises, all of which mai; be characterized 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 subse-
quent to 1970 arc being amortized over perieds of 40
years, even: though, in ihe opinion of Management, there

Intangible asscts not subject to amortization..
Intangible assets required to be amortized....

Acctnmulated amortization ......... restrrens

has been no diminution of value of the respective proper-
tics. Cable television intangible assets, all acquired in
1981, principally represent amounts related to individual
cable television franchises. Such cable television franchise
intangibles are gencrally amortized over the réemaining
lives of the franchises; other cable intangible assets are
amortized over 40 years. Cable televisior intangibles and
the amortization thercon, rclated to the Cablecom-Generat,
Inc. acquisition, have been estimated, subject to a final
determination of the appraised values of such assets. At
December 31, 1981, the Company’s intangible assets were
as follows (000's omitted):

Total Broadcasting Mlllhln_. Cﬂh
$127,799 $107,083 § 20,716 § —
246,281 16,602 145,442 84,237
374,080 123,685 166,158 84,237
{21,018) (1,686} (16,332) (3.000)
$353.062 $121.999 SI4O.826  $81.237

10. LONG-TERM DEBT

Long-term debt at December 31, 1981 is as follows (000°s omitted):

Commarcial

I Total Pmrﬂ lanhlr ] Othet
Payabte during:

1982 (Current year) ...eeiiaviresiesarnos $ 15290 S — $10,800 $4,490

|5 . 11812 — 10,800 1.012

2 11,212 —_ 10,800 412

1985 .oiiiiiiinainans Pesasatvararssesanen 17,278 15,066 1,800 412

I9B6 oo uuiiiirninnnaarinrriaanns veresees 15,478 15,066 —_ 412

1987 and after ...ovviiiiiniieinianennnans 31,302 30,132 —_— 1,170

To finance the acquisitions of Cablecom and WKHX-
FM, the Company issued commercial paper, $60,264,000
of which is outstanding at December 31, 1981, with a
weighted average interest rate of 12.7%. The commer-
cial paper is supported by a $100,000,000 bank re-
volving credit agreement, convertible into term loans
{payable over four years) starting January 1, 1985. The
agreement requires a commitment fee of 12 of 1% of the
unused portion of the available credit. Under terms of the
bank revolving credit agreement, the Company is limited
in paying cash dividends and purchasing its capital stock
to $40.000,000 plus, in the aggrepate, 33%4 5% of consoli-
dated income before extraordinary gains subsequent to
January 1, 1977. As of December 31, 1981, unrestricted
retained earnings under the credit agreement were
$63,036,000. The credit agreement also provides that the
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$102,372  560,26¢  $34,200  $7.908
Company maintain. stockholders’ equity of at least
$300,000,000.

The amount of commercial paper outstanding at De-
cember 31, 1981 is classifiecd as long-term, since the
Company intends to renew or replace with long term
borrowings all, or substantially all, of the commercial
paper. However, the amount of commercial paper out-
standing in 1982 is expected to fluctuate and may be
reduced from time to time.

The Company also has a bank loan agreement which
contains the same restrictions as the aforementioned bank
revolving credit agreement. The bank debt bears interest
at 8.2%0. All other notes payable bear interest at a
weighted average of 11.2%.




Consolidaled Notes to Financial Statements—{Continued)

11. BUSINESS SEGMENT DATA

The Company’s business segment. data for 1981, 1980 and 1979 is presented on page 29.

12. STOCX OPTION AND PURCHASE PLANS

The Company has stock option plans under which cer-
tain key personnel have been given the right to purchasc
shares of common stock over an 11-year period from the
date of grant at prices equal to market value on the grant

date. Each option is cumulatively exercisable as to 25%
of the total shares represented thereby for each of the first
four years after grant, provided that the individual remains
in the employ of the Company.

The following information pertains to the Company’s stock option plans:

1081 190 1

Outstanding options, bcgmnmg of year 546,150 498,963 507,369
Authorized .. .. ..iivviniviiivernnnan —_ — —
Granted .. oiiiiiiiiieeiiieranaesaian 3,000 133,250 14,000
Cancelled or expired ......... vesaes (9,875) {7,.500) (1,555)
Exercised ........., eereesreranenan (37,275) (78.563) (20,851)
Outstanding options, end of year ... 302,000 546,150 498963
Average price of options exercised - B "

during the ¥ear ... .oviiincinianns $16.54 $14.36 $14.28
Exercise price of outslandmg oplions, )

end of the year .....vvvvvnnaennns £9.13 t0 $76.25 $9.13 10 $63.88 $9.13 to $40.56
Options exercisable, end of yeur ... 398,125 391,775 447,663
Options available for future grant ... 54 132,804

In 1977, the Company's stockholders approved an
Employee Stock Purchase Plan which provides for the
issuance of a maximum of 600,000 shares during a five-
year period ending in March 1982. During 1981, an
additional 400,000 shares were approved for the five-year
period ending in April, 1987. 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). Employees pur-
chased 87,837, 93,080 and 116,977 shares under the
Plan in 1981, 1980 and 1979, respectively.

13. COMMITMENTS

The Company has -entered into agreements for future
delivery of syndicated and feature film programming iox
its television stations, which aggregate $6,978,000, pay-
abte from, 1982 through 1993.

The Company anticipates 1982 capital expenditures
for property, plant and equipment to be approximately
$55,000,000, of which $13,600,000 was firmly commit-
ted at December 31, 1951,

The Company has guaranteed a bank loan made to the
Whitcom Investment Company (Whitcom) in the amount of
$13,800,000. The bank loan provides that Whitcom main-
tain certain levels of partnership net worth, excluding their
109 investment in Capital Cities Cable of Delaware, Inc.
(Delaware). The loan, and the Company’s guarantee, are
secured by a pledge of Whitcom's investment in Delaware.

The Company has no material lease commitments.

14. SUPPLEMENTARY INFORMATION ON THE EFFECTS
OF CHANGING PRICES (Unaudited)

The following supplementary data is presented pursuant
to the requirements of the Financial Accounting Standards
Board Statement No. 33, “Financial Reporting and Chang-
ing Prices” (FAS No. 33). This statement requires two
supplementary computations of operating results; one
based on the effect of general inflation as measured by the
Consumer Price Index for All Urban Consumers (*“con-
stant dollar™) and the other based on the effect of the
changes in specific prices -of inventories and properiy,
plant and equipment used in the operations of the Com-

pany (“‘current cost™).

The constant doflar method measures the impact of
general inflation by adjusting historical financial data to
dollars of equal purchasing power (average 1981 dollars).

The cutrent 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 vendor’s quota-
tions, invoice prices or independent appraisals. These
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Consolidated Notes to Financial Statements—(Continued)

current costs represent estimates for existing assets, with-
out regard to technological improvements and efficiencics
which generally result from normal replacement. The
current cosis reposted, while believed to be reasonable,
_are subjectivé and do not necessarily represent amounts
for which the assets could be disposed.

In the accompanying data, the Statement of Income
restates depreciation expense for general inflation and
changes in specific prices. The effect of revaluing inven-
torics 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 formu 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 dollars 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
include cash, cash investments and receivables. The gain
in purchasing power shown is part of the overalt effect of
inflation on the Company’s operations. However, since
this gain docs not represent a receipt of funds, it should
not be considered as providing funds in the current period
for distribution or réinvestment,

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
voncluded that this presentation, made in compliance with
FAS No. 33 is or is not the best representation of the
impact of inflation upon the Company.

STATEMENT OF INCOME ADJUSTED FOR CHANGING PRICES
Years Ended December 31, 1981 and 1980
(in thowsands of average 1981 dollars)
1" 1900
Income before extraordinary gain ......... $80,518 $78,125

Adjustment to restate depreciation for the
cffect of general inflation ..., .viininnnns

Income before cxtraordinary gain adjusted
for general inflation .....

Adjustment 1o restate depreciation for the
difference between general inflation and
changes in specific prices (current cost)..

tncome before extraordinary gain ad)ustcd
for changes in specific prices

Gain from. decline in purchasing power of
net ‘monetary liabilities .. ..oovveniannicas

Increase in value of inventories and
property, plant and ¢quipment:

Due to changes in current cost .. ......
Due to general inflation ........00v0.s

Increase due to general inflation under {over)
increase due to changes in current cost..

(6955) (5.950)

73,563 72,175

_(4373) _(092)
$69,190 $68,083

5214 § 6,186

$25,676
18,265

$16,286
20,685

S 7411 5(4.399)

At December 31, 1981 and 1980, the current cost of inventories
was $10,218 and $10,992 respectively, and the current cost of
net property, plant and cquipment was $261,962 and $173,223,
respectively.

FIVE-YEAR COMPARISON OF SELECTED SUPPLEMENTARY FINANCIAL DATA

ADJUSTED FOR EFFECTS OF CHANGING PRICES
{Average 1981 dollury in thonsands except per share data)

INCL FEVEIULE tiunuerviresnnsassetsssnestatscsstonasessssastntosss

CONSTANT DOLLAR INFORMATION:
Income before extroordinary uin ooiiioviiiianiiiiiiatasasns
Income per share before extraordinary gain ....
Net assets at year-end .. ..ovviniiann,

CURRENT COST INFORMATION:

Income before extraordinary BN ..cocviiiiivinnnnn feenenasenamn
Income per share before extraordinary gain vouviiiiiiiiiiiiiinin
Increase in value of inventories and. property, plant, and equlpmenl

sasasssresansn LR

1981

$573,784

1w
§521.079

_

, L
$519,853

$512.285

ki i

$459,472

$72, 175
§5.4

5509,255 $451 640 5382.016

$69,190
$5.26

$68,083
$5.18

$70,483
$5.18

due to general inflntion under (over) increase due to changes in

current cost
Net assets At year-end ovneiiiiaisranisarisrsscisnssiissesrrinens

OTHEI'I IHFORIA'I’IOH

C.!Sh dividends per share. ....q.ovsains Gavesesstsesisnnterannanns
Market price per share at ycar—cnd Cdeseresraser et R et s ey
Average Consumer Price Index (1967 =106) ....

HISTORICAL FINANCIAL INFORMATION

{Dollary in thousamds except per share data):
Net revenues DR AU LTI DAL IOLBLTE X CPLERLD R LT
Incor..e before extraordinary gain , Waereress .
Income per share before extraordinary gam D R
Net assets at Year-ent oo ioiiiintiareenresiotonsrsssssssssrasssssa
Cash dividends per share ........ ebaesassesnn)
Market price per share at year-end .. ov.aea... thheestiesessiinine

§7.411
$517.150

$(4,399)
$461,761

$519
$406,974

§0.24
$53.20
195.4

$573.784 $367,476
$80,518
$6.12
$443,822
$0.20

§73.35

$414,890
$63.758
5168
$298,497
$0.20
$38.63

$70,783
$5.38
$359,081
$0.20
$58.75
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“u

15. QUARTERLY FINANCIAL DATA {Unaudited)
‘The results for each quarter of 1981 and 1980 are as foHows (000's omitted except per share amounts):

First Second Third Fourlh
Quarier . Cuaner Guarler Quarter _ Yame
1M1

Net revenues .....covveenenns ecessssssmranssennan enane $122.912 $144,141 $143.579 $163,152 '$573,784

Costs and cxpenses ..... raseistatstaterresatatuaan 92,502 98,156 ‘106,405 117.543_5'- 414,598

Operating income .........oesee. eerentirretreannenes 30,410 45,985 37.174 45,617 159,186
Interest expense ............ N, v aameaiinsne reane # (993) (890) (4,612) (3,438) (9,933)

Interest and other income: ........ eemarwrarsriaannaan 2,137 1,906 1,102 620 5,765

Income before income taxes ............. Nersetteseanen 3i.554 47,001 33,564 42,799 155,018

IncOme taXBs ... iiinaiinnrannannnn Metecesasarannna 15,200 22,700 16,200 20,400 74,500

~Net income ......ouneicn cesasareasrans Mennssraarasen T $16,354 $ 24,301 $ 17,464 $ 22399 $ 80,518

Net income per share ......ccveiinirennn R $1.25 S1.8S $1.32 $1.70 $6.12

// Nel TEVENUES ..uvvvnvnnansns Cettetaemesbaststtteserans $106,726 $120,502 $113,886 $130,994 $472,108

/ Costs and CXPERSES . .uonenannna teestessassrsssunanse . 771.236 80,817 84,958 91,722 3M.733

,/’ Cperating income .......... arnee Cesettutaretrasannnin . 29,490 319,685 28,928 39,272 137,375

J Interest expense ......... Sretatisisssrsesesteissaens (1,452) (1,497) (1,194) (1,303) (5.446)

"l\ Interest and other income ....... varerissarieanrean . 1,973 1917 1,244 1,320 6454

\ Income before income taxes .......oeenveeee weresasanan 3001 40,105 28978 39,289 138,383

-~ . Income 1AXes .....ociiiiiiiieninaains resrerrsannan 14,900 19,500 13.900 19,300 67.600
" Income before. exlraordmary BRID ..ovvenniriiiannnieen 15,111 20,605 15,078 19,989 70,783
Exiraordinary gain, net of taXes ... ovveevrenccncrninenes — — 2430 — 2,430

Net Income .c.ocivinrannanans reearsaraann denreratansans $ 15111 $ 20,605 $ 17,508 $ 19989 $ 73.213

Net income per share

‘Income before exiraordinary gain ........... varmaaans -1 1 $1.57 $1.15 $1.52 $5.38

; Extraordinary gain ........occoiiiiin sesrtenrenaes — — .18 o A8
+ g Net income. ........ arnnen Cerevtesvereesereiasannnnn $1.14 $1.57 $1.33 $1.52 $5.56

16. COMMON STOCK AND STOCKHOLDER INFORMATION (Unaudited)

et : 1908
rice Range W Lw Wigh Low
ISt QUARIET ....iciiennnnsanniersneanes $69 $561; $49% $40
2nd QUATTET .. .viieiencanss vetrsesanan 80%a 684 $4v; A2
3rd quarter ........ emrenseane A 653 7 51

N dth quarter ..........coeeen. eererees 9% 68 67% 57

As of January 31, 1982, the approximaie number of holders of common stock was 4,600. 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,
see Note 10 of Consolidated Notes to Financial Statemenis. The common stock is traded on the New York Stock

Exchange.
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ARTHUR YOUNG

ARTHUR YOUNG & COMPANY
i 277 PARK AVENUE
NEW, YORK, NEW YORK 10172

The Board of Directors and Sharéholders
Capital Cities Communications, Inc.
[

We have examined the accompanying consolidated balance sheet
of Capital Cities Communications, Inc. at December 31, 1981
and 1980, and the related consolidated statements of income,
stockhoiders' equity and changes in financial position for
each of the three years in the period ended December 31, 1981.

Our examinations were made in accordance with generally accepted

auditing standards and, accordingly, included such tests of the
accounting records and such other auditing procedures as we
considered necessary in the circumstances. _

In our opinion, the statements mentioned above present fairly
the consolidated financial position of Capital Cities Commu-
nications, Inc. at December 31, 1981 and 1980, and the con-
solidated results of operations and changes in financial
position for each of the three years in the period ended
December 31, 1981, in conformity with generally accepted ac-
counting principles applied on a consistent basis during the
period. .
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SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

a FORM 10K
ANNUAL REPORT

Pursuant to Section 13 or 15(d) of
the Secueities Exchange Act of 1934

Fchmmeddmsl.lul _ : cmmmn-an

W

Capital Cities Commumcatlons, ine.

L (End—edm-qedielhismr
New York Strie 14-1234013
{S5tate or other LRS.
hn-’-.:ﬂn uw) l(lms?llg:)
24 East S1st Sireet, New York, N.Y. ioozz
(Address of priscipel executive offices) {Zip Code)

Registrant’s telerhone number, inclading area code (212) 421-9595
Secrities registered pursusnt o Section, 12(b) of the Act:

(Nasse of exch exchange

(Thdle of each cloas) | on which registered)
Common slock, $1.00 par value New York Stock Exchanie

17
,.'. i

Securities registered pursuant to Section 12(g) of the Act: None
"'!.Indicalr': by check mark whether the registrant (1) has filed all reports required to be filed by Scction
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
reqmrcm ents for the past 90 days. ‘ Yes X. No

f; T!w aggregate market value of the vmmg stock held by non-affiliates of the registrant is
‘885 60f.)000as of March 1, 198Z.

The ‘number of snares outstanding of the issuer’s common stock as of March 1, 1982: 13,026,368
shares, excluding:2,367,128 treasury shares. .

Portions of Part I are incorporated hercin by reference to the 198] Annual Report to Sharcholders
and a definitive Proxy Statement for the annudl mecting of sharcholders on May 12, 1982,

Part II and Part 1V, with the exception of ccrfam schedules and exhibits, are mcorporated herein
by rcfcrcncc to the 1981 Annual Report to Sharcholders. _

Part 111 is incorporated hercin by referenice to a dcﬁmmc Proxy Statcmcnt for the annual meeting
of sharchclders on May 12, 1982,
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WBVETV ..o s 6 (2  ABC  Aug 15, 1983
~ Philadciphia, Pennsylvania o : : .

PART |

Ilom 1. ﬁusine:s.

Capnal Cities Communications, Inc. (the “Company™) has bcen cngaged in radio broadcastmg since -
1947, in television broadcasting since 1953, in publishing since 1968: and in cable television since 1980,

The Company has approximately 7,070 employees: 1,140 engagcd in broadcasung opetatmns. 730
engaged in cable te!evxslon and 5,200 cngagcd in pubhshmg

I i\
lnduslry Segments A\ i
Informatxon relating to the industry segments of the Company s operations is mcluded on page 29
of the Company’s Annual Report to Shareholders and is hereby incorporated by reference. The Company

. derives. all broadcasting-revenues and more than 80% of its publishing revenues from the sale of
advertising:. Subscription and other circulation recelpts provide the balance of publishing revenues. The'
principal source<of cable television revenues is the monthly service charges: for basic and premium
cable television services provided to subscribers. Other cable television revenues e denved from

installation and reconnection charges.

Brbadcasling

- The Company presently owns angd operatcs five high frequency (VHF) television stat:ons, ong ult:a

high frequency (UHF) television statton, seven standard (AM) radio stations. and. seven frequency_‘
modulation (FM) radio stations. Market locations, frequenc:es. transmitter power and other station

details are set forth below:

Television stations owned

L ' Expiration ' dala ol
; Stations. - - date of FCC ‘Network
and locatione-. Channel suthorization .affillation amlauonﬂ)

KTRK-TW ............ e 13 Aug. 1, 1983 ABC Apr. 2, 198355

- Houston, Texas C o

WKBW-TV .......coovennn. . 7 June 1, .1984 ABC Tuly 2, 1983

1 Buffalo, New York ' :

WINHTV . .oeneeinens 8 Apr. 1, 1984(3) -ABC Jan, 1, 1983
New Haven, Connecticut

WIVD oo ioeeeeeiiinaneeins 11 Dec 1, 1986 CBS.  Sept. 11, 1983
‘Durham, North Carolina .

KESN-TV «ovveeineeinnennnen, 30 Dec, 1. 1983 CBS . Feb..28, 1984
_Fresno, California ‘ - %\ SR

r A\ :

Sl
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( 1) Althot.gh FCCI regulanons prevent network conhacts fmm havmg terms “of more tn.m two
years such regulat:ons perrmt ‘successive rencwals wh:ch ate: routmely granted :

R ¢ Régt.iar renewal of the licénsé af these stations has been dclayed as"’d:...m‘wd under ‘Renew: al
Mam.'rs on, page K—4 of thﬂ report. S oo TS i ’*“
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(3) A pC‘tlthn for rev-ew of thie gr grant nt of thls statmns most recent rcnewal apphcatlon has been.
filed with the United States Court of Appeals {73 the District of: ( \!umbla Circuit. ‘The FCC has filed

amouon to dismiss.on procedural grounds _ S { P _ o W
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(4) Network affiliation agrccmcms of WIR, WBAP, and WROW, expire on October 31. 1983,
January 1, 1983, and January 7, 1984, respectively. The networks generally permit an FM station to
duphca_gg:_programmmg covered under agreement with an associated AM station.
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Competition

The Company’s felevision 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.
Gengerally, a television broadcasting station in one market does not comipete with other stations in other
market areas, nor does ﬁv«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 (part:cu!arly durmg mghtmne hours) to gain 2 share of the audience.

In addition to management and. expenence factors which are material to competitive position
include authorized power allowance, assigned frequency, netwoirk aﬁihatton, and-local program accept-
ance, as well as strength of local competmon

Under present regulations of the Federal Commumcatlons Comm:ssmn (“FCC”) no addltlonal
VHF television commercial stations may be constructed or operated in afiy of the cities where the
Company’s television stations are located. However, as discussed below, the FCC has initiated a pro-

_ceeding whlch could result in the asmgnmcnt of additional VHF channels to several of those cities.

Therc are sources of television service other than conventional zelevzsmn statwns The most.
common at present are cable television systems, also known as community antenna television systems
(“CATV"). CATV. can prowde morécompetition for a station by making additional signals available
10 its audience. In’ 1972 the FCC adopted rules intérded to facilitate the development of CATV while
avoiding undue compctmvc 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

testrictions on CATV. 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 supply programming that is not available on conventional television. stations. See “License§ —
Federal Regulation of Broadcasung — CATYV and Other Television Servizzs” for a discussion of CATV,
pay cable and subscrlpncﬂitelevlsmn See “Cable Television” for a descnpnon of the Companys cable
television operations. .

oy

Licenses - Federal Régulation of Broadcasting

‘Television and radio broadcasting are subject to the jurisdiction of the FCC under the Communi-
cations Act of 1934, as amended (the “Communications Act™). The Communications Act empowers

_ the FCC, among other things, to issue, revoke or modify broadcasting licenses, to determine the location

of <tanons to regulate the equipment used by stations, to adopt such regulations as may be necessary
to: c«rry out the provisions of the Commumcanons Act and to impose certain penalties for violation of
such regulations. ~ !

Renewal Maiters

Broadcasting licenses are granted for 2 maximum period of sever years, in the case of radio stations
Pl - 5 v )
and five years' ' the case of television stations, and are renewable upon application therefor. These new
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longer license periods were adopted in 1981 by the FCC and they will take effect in the case of each of
the Company’s stations at the time that their next renewal applications are granted. In 1981, WIVD
- was granted a five year renewal. Durmg certain periods when a renewal application is pendmg, competing
applicants may: file for the frcqucn y in use by the renewal applicant.. Competing applicants may be.
entiiled to a comparative hearing i} jcompetrtron with the renewal applicant. No competing applications
have been filed: against any of the Company s stations.

In addition, petitions. to deny applications for renewal of license may be filed during certain pcnods
.ollomn?thn filing of such apphcatlons In rccent years, representatives of various community groups

and others have filed increasing numbers of petitions to deny renewal applications of broadcag;m_f,‘;

stations, mcludmo some of the Company's stations.

On. June 30, 1978, the New Jersey Coalition for Fair Broadcasting petmoned the Federal Com- .
munications Commission (“FCC”) to deny the application for renewal of the licenses 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- during 1978 with respect to most
of the VHF television licensees in Philadelphia and New York. The petitions allege that the licensees
have failed to Fulfill special. obhgatrons to provide service to New Jersey that have been 1mposed by the
FCC on the Philadelphia and New York City stations. The Company has opposed the petitions. The
. FQC decided that WPVI-TV has met its past New Jersey sc7vicé 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 considera- =

tion of the proposal and the response thereto by the Coalition, which criticizes the proposals in some
respects.

.‘ s - ’
“~ The FCC has alsol initiated rulemaking to consider various: ways in , which television service generally
to New Jersey may be ii: a,reased including adding six new UHF television channnel assrgnments to the

State, waiver of exnslmg subscription_television rules to permit establishment of several over-the-air

subscnptron stations in New Jersey, authorization of cettain “low power” facilities to serve communities,

in the State, and poss;ble transfer of one of the New York City VHF assignments to northem New Jersey.

The Company, cannot ‘predict the outcome of these various proceedmgq involving New Jersey SEIvice,

or their 1rnpact on WPVL-TV.

In addition to the foregoing rcnctval matter, WPAT-AM’s app'lcatzon for renewal is. bemg deferred '

pending satisfactory completion of work pursuant to a construction permit allowing it to relax yestrictions
on its nighttime radiation pattern. Renewal of the license ¢f 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 te a television station, allegedly
caused by a power increase granted to WPRO-FM in-1972. 1t 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.

On March 6, 1981 Anthony R. Martin-Trigona (Martin-Trigona) filed a “Petition to Deny Renewal'

of Broadcast Licenses” with respect to WTNH—TV New Haven, Connecticut, and WPRO (AM and FM),

Providence, Rhode Island, requesting that the Cq kussron hold a hearing on a variety of charges before -

it granted Capital Cities’ applications for renewal of those stations’ licenses. The WINH-TV renewal,
which was granted. by the FCC, has not been disturbed by the. filing of the petition. On June 26, 1981,
- Martin-Trigona filed 2 “Petition to Deny Transfer of Control” with respect to the proposed assrgnmmt

of the licenses for WBIE-FM, Marictta, Georgia, to the. Company. In this document, Martin-Trigona

purported to incorporate by referenc ce the various charges contained in his March 6, 1981 pleading.

On July 23, 1981, the Commrssron s staff, acting pursuant to authority delegated under Commission
rules, dlvmrssed and denied Marnn-Trrgonas March 6; 1981 pleading. On November 3, 1981, the .
staff, again acting pursuant to delegated a“uthorrty, denied Martin-Trigona's June 26 1981 pleading.

/e

Ay

K-5

%

L
.




-

 On December 16, 1981, Martin-Trigona filed separate mnotices of zppeal from the decisions
dismissing and denying his petitions. The: United States Court of Appeals for the District of Columbia
Circuit consolidated both appeals on December 30, 1981, The Commission filed a motion to dismiss the

. consnlidated appeals on January 12, 1982, on the gro{md inter alia, that Martin-TriZona had failed

to exhaust his  administrative remedies before the Commission and thus that ke could not seek judicial

‘review of the staff's actions. Although management cannot predict the outcome of this appeal, it believes

that the Court should grant the Commission’s motion to dismiss.

4Own'ersﬁ:"p Matters | a
-~ The Commumc'auons Act prohlbt'ts 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 havmg more than -one-fifth of its stock owned by aliens or a forcign government.

i

* The FCC's “multiple ownershtp rules provide, in general that a license for a radio or television
staticn will not be granted if the applncant owns, or has a substantial interest in, another station of the

~same type which provides. setvice to areas already served by the station operated or controlled by the

applicant. These rules furthér provide that a broadcast license to operate a radio or television sta;mn

-will not be granted if the grant of the license would result in a concentration of control of broadcastmg

The rules provide that a presumption of such concentration of control arises in the event that an entity
directly or -indi_rectl_'y 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, seven FM radio stahons and su: televnsaon stations, of

w!nch ﬁve are VHF

In addition; the FCC wnll not grant. apphcatlons for station acquisitions which would. result in the

- Creation of new AM-VHF or FM-VHF combmatlons in the same market under common ownership.

Combmauons of UHF television stations. with- AM stations, FM stations. or AM-FM combinations in
the same market are not cum..;tly prohxmted under the rules bet will be considered by the FCCona
case-by-case: ‘nasxs . .

: ;X\Pthermore, under the FCC'’s rules, dlo' andlor tele'vl.-.:on licensees may not acquire new owner-“
shnp interests. in daily newspapers published in the same markets served by their broadcast stations.
Finally, FCC rules also prohnb:t 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
mamtcnance of existing combinations, inconsistent wuh the rules.

The Company p:csent!y owns. one AM-VHF combmatlon WKBW—AM and WKBW-TV Buffalo.
In addition, the Company presently owns daily newspapers in two markets. in which it also holds radio
hccnses For purposes of these 'rules, The Qakland _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 WBAP-AM and
KSCS-FM, licensed to Fort Worth. Under the rules, therefore, these commeonly owned broadcast and

?3bmadcast/newspaper combmauons could not be transferred together. - The ‘Company owns. certain

CATV systems as described more fully in the “section entitled. “Cable Television” and controls-
Cablecom-General, Inc., a company with substantial CATV holdings. None of the Company's CATV
systems violates the TV/ CATV rules. Howcver, the rules would prohibit the Company from acquiring

~CATV systems or frnnchzses in communmes wnthmffthe service contours of its televzslon stations,

The FCC has adopted a rule proh!bmng acqmsmons 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) oyerlap For purposcs of this rule, commonly
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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.
A

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 licensec’s broadcast stations or newspapers
attributed to it for purposes of the multiple ownership rules. However, the FCC’s rules permit a quali-
fying mutual fund to vote or control 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 mutual fund. The rules also permit insurance:

companies or banks holding stock in their trust departments to vote or control the vote of up to 5% of
the stock of a. publicly-held licensee before the licensee’s stations are attributed to them, provided that
such insurance companies or banks do not exercise any contro! over the management or policies of the
publicly-held broadcast company or companies 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 ownerskip 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 interésts. The Company cannot predict
the outcome of these proceedings.

CATV and Other Television Services

As previously noted, 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 signais 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 distant stations carried by CATV systems onerating in their service areas.

The FCC has eliminated other zules 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, will permit
CATYV systems operating in markets served by the Company’s television stations to transmit into those
markets signals of additional independent stations, as well as syndicated programming against which the
stations could have claimed exclusivity protection under the former rules.

. Some CATV systems supply additional programming to subscribers 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 program-
ming not available as part of a conventional free television service (premmm or pay television). The
FCC'’s rules do not place any restriction on the number of such ¢ ““}um services in a market. The FCC
also permits an unlimited number of broadcast subscription tet, ~iston services (STV) in any market
already served by at least four conventional television stations.

e ! rules impose certain limitations on
premium programming offered by STV stations but do not restrict similar programmmg oftered by CATV
systems. The Company cannot predict thc future competitive impact of such premium services.

r.:'

The FCC has taken other recent actions which offer the possibility of increased competition to con-
ventional television stations. It has proposed to add a Jarge 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 assignmient represents
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* a potential new- VHF station in the affected market. The FCC has also proposed rules facilitating

direct broadcast satellite operations and has creatéd a new service of low power television facilitics to
aupplcmcm existing conventional television broadeast 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, nor can it predict the competitive cffect of
this service.

Clear-Channel:and Related Radio Procesdings

‘The FCC has rejected proposals to permit so-called clear-channel radio stations to increase their
powei-and has decided to allow new radio stations to operate on the frequencics of such: clear-channel
stations, thercby reducing the range of clearchannel stations. WIJR-AM and WBAP-AM both operate
on clear channels, The Company is unable to predict the impact of the Commission's decision' on the
operation n[ WIR-AM or WBAP-AM, the degree of additional -competitior: which the Companys
other radi 'muons may face from new radio signals that might become available in their service areas,
or the ultimate’ outcome of the judicial proceedings.

In another action designed: to increase the number of aural outlets, the Commission. has initiated

- studies of the possibl¢ expansion of the AM band to include new frequencics. This action’ would

require, inter alia, some modifications of international treaties governing use of the ratio spectrum.
The Commission has also indicated that it intends to initiatc a procceding that would cxplore 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.

Neiwork Proceeding

The FCC has initiated a proceeding investigating the acquisition and distribution of television
programming by the three national television nctworks. Among other matiers, the investigation encom-
passes the relationship between the networks and their program suppliers and between the networks
and their affiliatss—particularly as to such; subjects as the degree-of affiliate reliance on network pro-
gramming, the opportunitics of affiliates to review nétwork programs prior to broadcast, and thc nature
and effects of metwork-station compensation plans. All six of the Company’s telev:snon stations are
affiliated with national television networks. The Company is unable to predict the outcome of this
procceding or the effects on network-station relationships which any FCC action might have,

”

Proceedings, investigations, hearings and studies are periodically conducted by Congressional
committces and by the FCC and other government agéncies with respect to problenis and practices of,
and conditions in, the broadcasting industry. The Company cannot predict whethe'r new legislation or
regulations may result fromsany such studies or hearings or the adverse impact, if any, upon the
‘Company’s operations which might result thérefrom.

~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 thercunder or of
pending proposals for other regulation of broadcasting and relating activities. For a compleic state-
.ment. of such provisions, reference is made to the Commumcauon Act, to such rules and regulations
and to such pending proposals.
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At December 31, 1981, the Company

Cable Teleavision

had interests in 51 cable television systems serving 288,360

basic subscribers with 168,250 premium units. Cable television locations, ownership, number of basic
subscribers and premium units and other details are set forth below:

Estimated

Principat < Number of Number of. Number of
Community Owned by Basic Zremium Dwelling Units Dlant
Served(1) the Company  Subscribers Units(2) _ Passed by Cable(3) Mies
Arizona | _.
= 1 100 2,480 1,780 i 2,690 40
Cottonwood ............. 100 1,700 400 2,220 50
Globe ................. 100 4,380 1,960 6,660 920
Holbrook ............... 100 1,530 690 1,810 a0
Page ..oociiiiinnnn... 100 1,350 1,110 1,500 20
Safford ................. 100 4,450 1,470 5,230 110
Show Low ......... e.o.. 100 1 3,760 1,220 5,000 110
Winslow ............... 100 - 2,550 1,050 2,740 40
California )
Burlingame (4) ......... 100 — —_ 12,000 80
Modasto ............... 100 26,170 . 14,720 41,060 410
Oakdale ......0......... 98.9 1,550 800 3,180 40
Santa Rosa ............. 100 28,050 10,800 32,940 340
Hlinois : |
Highland Patk (4) ........ 80 . @80. - 1,210 16,080 190
Indiana
Greenwood (4)-....... ,.. 100 1,490 2,240 13,600 190
Iowa ” 7 i‘]
Sioux City ..%........... 100 15,400 14,650 30,760 370
Kansas : "
Abilene ................ 100 - 2,590 779 3,160 30
Beloit ....ooivviinannnn 100 1,800 670 2,070 20
"Clay Center ........... .. 100 1,990 500 2,360 30
Concordia .............. 100 2,450 700 3,060 30
Michigan .
Piymouth (4) ........... 100. 10,130 18,320 38,660 380
Saline () ........00iinn 100 1,250 2,000 9,630 110
Mississippi
Clarksdale .............. 100 6,590 1,710 8,260 70
Gulfport ............... 100 11,090 4,300 15,700 180
Missoiiri | .
Brookfield .............. 100 2,330 . 520 2,560 40
Joplin ................. 100 7,310 3,420 16,590 190
Kirksville .. . ......n.n. 100 4,810 1,940 7,060 70
. Trenton .. .............. 504 2,680 660 3,050 50
K-9
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Principal Percentage ° Number of Number of Estimated Numberof *
Community Owned by Baslc Premium Dwelling Units Mant
'80«_“(1) he Company m Ulllh(!)' Passad by Cable() Wil

Nebraska .
 Norfolk ..wo.uoninnts .. 100 4,460 4,430 8,640 110
New Mexico
Rio Rancho (4) Ceevarena 80 890 1,070 4,500 90
Rosweli .....ocoovnennns 100 10,080 3,760 16,010 200
North Dakota “
Fargo ....oeveveennnnn. 50 11,210 12,770 21,790 200
Chio * w
Green Township (4) ..... 100 1,460 3,340 13,000 250,
Oklahoma , -7 i,
Altus ........... e 50.1 7,390 3,900 19,350 100
Ardmore ............... 100 8,650 - 2,680 9,980 140
“HODAM .. .iieiiiiiiasans 100 1,950 540 = 2,210 30
Idabel ......., areneeas -100 2,390 850 3,270 50
" Mangum L.l 100 1,640 360 2,020 30
Miami ... cev. 100 3,750 1,930 7,050 90
PoncaCity .....c00uuun.. 100 11,440 5,170 14,230 170
Tennessee y | :
Dyersburg . ..%. .. ...... 1007 4,580 1330 5,630 60
i
Texas "
Aransas Pass (4) ceegeees 780 3,220 5/470 7,200 110
Bonham ................ 100.. 2,760, /740 3,120 40
Childress ......... U 100, 2,300 : 2,440 40
Denison ......... s 100 8,670 (Q 10,450 130
Lampasas’ .............. 100 1,960 530 _~ 7 2,560 40
Lufkin ................. 100 110 44w-/ 11,780 190
Memphis . .........0n..n 100 1 210 310 1,520 20
OdESEA .. 0vvvrrnnaanennn 26 . 122,400 14,840 31,710 380
PortLavaca ............. 100 4,130 1,990 4,910 70
Sherman ............... 100 10,280 3,910 12,950 140
Wellington .............. 100 1,170 280 1,320 = 20
= ==088,360 168,250 497,270 6,010

(1) Certain systems are comprised of more than one franchise and serve more than one community.

(2) A basic subscrfber may subscribe to more than one premium service.

(3) A dwellmg is deemed to be }asxd by cable" if it can be connected by a drop withor{-further

extcnston of the dnstnbuuon line,

(4) Systems under coastructién ‘or not yet fully marketed. Number of dwelling units passed by

7

czble and number of plant miles are estimated at compleuon for such systems

4
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‘A cable television system receives, amplifics and distributes to its subscribers television sngnals
ongmatmg from local or distant television broadcasting stations. The signal may be received off-the-air
by usc of high antennas, by microwave relay or carth “siations recciving satellite transmissions. The
system may also distribute live, automated or other programs originated by the system or origimtcd by
,olher than a broadcasting station. The lattc.r form of programmmg. for which a separate charge is made,
is popularly called “premium service™ or “pay cable”, '

'jf
Cabic television systems$ operate ina highly co;npemwe environment. They compete with the diréct
- reception of broadcast television signals by the viéwer's own antenna. The extent of such’ competition:
depends upon the quality and guantity of the broadcast signals being reczived by direct antenna reception
as compnrcd to the services rendered by such system. The systems also compete with tranSiator stations
and in varying degrees with other communication and entertainment media.

The Company is gencrally subject to the requirements of state and local govcmm/mnl law and the e
interpretation thereof in the granting of a franchisc and the opcrauon of its systczfns The. franchises
. granted by local governmental autkoritiés are typically nonexclusive, limited in timé and gencra]ly contain
various conditions and limitations relating to payment of fees to the local authority, zletermined generally
as a percentage of revenucs, 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 termin:_‘;"iion by the local governmental authority.

4/I

+
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The cable television industry is subject to extensive regulation by the FCC, although the FCC has
recently adoptcd proposals which climinate many of its regulations concerning cable television. Existing
v FCC rcgulations 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
network and non-nctwork programs, black-out of certain sporting events, 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 used by

cable television companies to attach their cable distribution nemork howe\ er, the FCC’s authority iniiisz.
area may be preempted by any staie which certifics to the FCC that it has- the statutory authority to do so.

The FCC is consideringsproposals 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 2ither such: limitation could
adversely affect the Company’s cable television business. In the meantime, one Federal District Court
has ruled that the limits on local franchising are unenforceable.

It
The FCC is constantly rvwewmg its rules, regulations and policies concerning the cable television
industry. In addition, the Serale and House Commumcauom#mSubcommlttees are considering legislation
that would also affcct the jndustry, Any of such proposed laws, rules, regulations or policies could have
a material adverse affect on the cable industry.
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Publishing

The Company publishes 32 businicss -and specialized publicatiors, ninc daily newspapers in seven
markets, and a number of weekly community newspapers and pennysavers. 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, 1981 (000°s omitted except pages of advertising):

Pro
_ _ Achl o Forma{a)
1, 1000 17 1978 "7 1981 1980
~ " Inches or pares of advertising
Néwspapers (im&\ﬂ_)(b) 19,255 16729 14899 14,113 12,048 {4,135 14,419
Specialized newspipers (inches) ... 1,906 1,764 1,725 1,550 1488 1,717 1,742
‘Specializéd magazines (pages). ... 6,364 5,889 4,562 5,211 5,337 5382 5172

Advertising revenue X
Nﬂwl_m:(c) iresensascascenas  $193,013 $168,631 $151,429 $132,118 $102,643 $178,825 $162,574 \\
Specialized newspapers ... ... ... 80,153 67,402 60,955 52,338 45,185 76,999 66,519 e
Specialized Magazines ... ...uv-.s 13,762 11827 9,681 10,680 10320 12627 11,223

Pennysavers .. ......... vreamsie 8,152 5,892 — —_ - — —
. Circulation revenue ' 2

Newspipers .......... ceeasean . $39205 $30,179 $ 23424 $ 21,965 5 18761 $ .3';,708 $ 29,289
Specialized publications ......... 15966 13915 12,644 10999 10985 - 15281 13,558
Other operating revenue

NOWSPAPES .+ o0 s ruerenaneee. $ 3028 S 2,114 § 1320 S 1,850 $ 1,484 § 1,424 § 1424

P Specialized publications ......... 6007  S138 4109 4,166 3,646 5,585 4,709

Total revenue .

NewsSpapers. ... .........ceee...  $235,246 $200,924 $176,174 $155933 $122,888  $212,957 $193,287
Specialized publications ......... 115888 98282  §7,389 78,183 70,736 119492 96,005
Pennysavers. ._..... N 8,152 5,892 — — — S —

(a) Excludes 1981 and 1980 acquisitions and start-ups, and 1981 newspaper circulation revenue
l .ﬁ ﬁon. . . “

(b). Does not include inserts.

(c) Includes inserts.

n
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Specialized Pubhcalions

The Specialized Publications Group is primarily engaged in gathering and pub‘nshmg‘busmcss news
and ideas for industrics covered by its various publications, all of which are printed by outside printing
contractors. Following are the publications:

[

Title " Frequency Circulation

Fairchild Publications 5
Newspaperss
.li’_omen’.’s Wear Daily ... . ... R .» Daily 63,000 LR
Daily Naws Record .. .. i iiiweieo .. .. Daily 24,000 N
.Amencan Metal Market- .. vvee-nr..  Daily 16, 1000 -
HFD — Retailing Homg, Fnrmshmgs e ...... Wcekly 33 000
Energy Uscr News .. ., e ... Weekly 17,000
i Foorwear News . ... ... ... . coiiiiiiena.. Weekly 22,000
Supermarket News . . . ....... ..... Weekly 59,000
‘Electronic News .. ... .. s Weekly 70,000
Memluarimg News . .. . . . ... . .. Weekly 31,000
MIS Week - . .. . ... . .. Weekly s 101,000(1)
Mulucham:el Ncws_ e . Weekly 12,000
Wl e i e Blwcckly 200.000 ) .
SporrS:v!c ........... e . Scmlmonlhly 26,000(1) i
Entrée ... .. ... ... .. Monlhly 14,000(1)
Magazines :
Men's Wear e ... ........ Scmimonthly 19,000
Metal/Center NEWS e ieeneianns Monthly : 12,000(1)
Home Fashions Textiles . .. .. ............ Monthly 13,000(1)
Heat Treating . ... ... ... .. ..cous. R Monthly . 20,000(1)
Electronics Retailing . ... . ... ..o veivennn Monthly j 14,000(1)
Internationa! Medical News Group ;f ' a
Family Practice News = ., .. .. ........ Scmimonthly 69,000(1)
Iiternal Medicine News . ... ... ...v. «.... Semimonthly .  59,000(1) T
¥ Ob. Gyn. News .0 .. ... . .. ... Semimonthly . 26,000(1) =
' Pediatric News . ... o .. Monthly : 26,000(1) '
Clinical Psychiatry News _ . U ... Monthly : 28,000(1)
Skin & Allergy News .. . ... e Monthly 32,000(1) .
“Aches & Pains e e aeaa eaeas Monthly o 111,000(1)
Professional Press Group. ... ... ... .. ... iiaieanienn Monthly ; 60,000
PN 1 {1) Controlled circulation. -
L Daily NC7 apers | A
i Y ___Circulation(1) K
Year of i
Acquisition D“' Sunday 0
The Oakland Press (Pontinc, Mich.) . Evening . 1969 ?5,000 78,000
News-Democrat (Belleville, 1) .. .. Afternoon 1972 4}0,000 - 44,000
o N Fort Worth Star-Telcgram - Moming 1974 98,000 7253,000
i Fori Worth Star-Telegram: - . Evening 1974 126,600
The Kansas City Times ... Moring 1977 ?90 000
Jhe Kansas City Star . ..... Evecning 1977 245,000 349,060
The Wilkes-Barre Times Leader ... .. Ali-day - 1978 (’”
Albany Democrat-Herald (Albany, Oregon)  Evening 1980 20,000
_ The Daily Tidings (Ashland, Oregon) . .. Evening 1980 6 000

(1) Total average paid circulation per the Audit Burcau of Circulation statement for the six
months ended September 30, 1981,

(2) Tihiis paper was struck by various unions on October 6, 1978 and is currcntlv being pubhshcd
under strike conditions. Circulation prior to the strike was 69,000. i
5—13

ar




I *\\ai

i

.

Weekiy Noﬁ;papon and Shopping Guides

The Company publishes weekly community newspapers and distributes pennysavers in six states
They include six weekly newspapers in Oregon, eleven in Connecticut, The Arlington Citizen-Journal, in
Arlington, Texas ond the Highland News Ieader; in Highland, Ilinois, with aggregate. circulation of
42,000, 110,000, 41,000 and 10,000, respectively. Three pennysavers arc distributed in Wichita
and Topeka, Kansas, and in Springfield, Missouri, with an aggregate wecekly circilation-of 466,000,

. In addition, the Company publishes, in Oregdn, two magazines for stamp collectors with a com-
_ bined circulation of 32,000.
~>onipetition

7 The specialized publication business is highly competitive. In i various news publishing activities it

competes with almost all other information media, and this compel'twn 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 r~ws In addition to special magazines in
the fields covered by these publications, gencral news magazm{ s publish substantial amounts of business
material. Nearly all of these publications. seek to sell advertnsxrg space. and much of this effort is directly
or indirectly competitive with the Company“_s specialized publications.

‘The Company’s newspapers and: p’énnysavers- é‘é’s‘mpe‘té with other advertising media such as
broadcasting stations, magazines and billboards. Additionally, The Oakland Press, the News-Democrat,

- the Citizen-Journai, the Gresham Ouilook (Oregon) and the Shore Line (Connecncut) newspapers

serve suburban arcas adjacent to mm.opohtan centers and compete with newspapers published there.

Raw Materials.

The pnmary mw ‘material uscd by the publishing division is newsprint. Newsprint and other paper
stock ‘i for the specialized publications is mostly furnished by the contract printers. Newsprint is readily
avaj; hble from numerous suppliers. The Company s newspapers purchase their ncwspnnt from various
supphers as follows: . :

_ tufnhl:t';zi '
e
20%
37%
40%%
394
70%
23%
85%
31%

The Kansas City Star[Times . ... ... e L
Fort Worth Star-Telegram ... ... ........... .

The Oakland Press ...... e e
News-Democrat ............ .. ccciiiiiiaenyin.
The Arlington Citizen-Journal .. ............. ... S
The Wilkes-Barre Times Leader ......... .....

Shore Line Newspapers . . ... e e emenca e

WMoY b W N e

Democrat-Herald Group . .........cc.coviinte.
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ltem 2 Propert:es S ' s : ) =

The Company currently oecumes executwe offices at 24 East SIst Street in New York City under

i lease expmng in 2011, ,_The prmcrpal executwe and editorial offices of Faitchild are located in Néw

York Ctty and are owned Ty“the Company All of Fairchild’s offices in -other cities are leased. The
editorial oﬂices of the Inteinational Medrcal ‘News Group are located in Rockville, Matyland and are -
also owned by the Con'ipany All ‘of .the premlses occupred by the newspapers are owned by the.
' Company o -_’ _ :

——-“-—v
‘The Company OWN§- gll of its broadcast transmrtter sxtes except those of WBAP—AM KSCS FM .
_-WKHXFM WPAT- FM WIR-FM, and "KZLA-FM which are ‘occupied under leases explrmg at
various dates. through 1997 AllL broadéast studios and offices are owned except those in Albany,' :
~ Detroit, New Haven and Buﬁalo (WKBW—AM), -whtch are occupred under Ieases exptnng at various
dates_through 1993, ' . ' . : -

The Company's Cable Televnston DlVlSlOl’l executwe oﬁices are located in_ Bloomﬁeld Hllls o
Michigan tindér a lease expmng in-1985. 1n addltton, the Cable "Teélevision Dmsmn leases other oﬁce
"$pace, warehouse and towet: srtes under terms rangmg froiii month to month or exprrmg it 2010

o

' Ilem 3. Legal Proeeedlngs. R - S : 4

: The followmg constitute pendmg legal proceedmgs, _other than ordmary routme lmgatlon mcl-'_‘-'

: dental to the business, to which the Company or any of its subsndranes is a party.or of which any
of thieir property is the. sub]ect Based on. evaluation:'of the facts which. have been- ascertdined, and
the Opmrons of counsei handling  the defense of- these matters, - management does. not belicve the -
outcome of ‘such legal proceedmgs erl m the aggregate have a matenal adverse eﬁect on the ﬁnanclal
statements of the Company :

- .- \“..- .:..:.

CE On.or about. January 13 1975; an  “actine; was commenced agamst The Kansas Crty Star. Com—l' T e
! « ‘pany (the. “Star") in the United Statesg ifict Court for the Western District of Missoutt by o -"
. Gweldon L Paschall on behalf of htmself and other independent contract -hewspaper ‘carriers, The: .~ '
- Star was acqulred by the Company in ‘February 1977. On October 27, 1977, the Court. rssued a
preliminary injunction prohrbmng the Star from termmatmg its carriers as part of its proposed conversion . '
to a direct disttibution system utilizing mdependent delivery agents Followmg further hiéarings; the Court R
- “found that the proposed termiriations would violate Section 2 [of the Sherman Act. A perinanent fijunes ¢
_tion has recently been issued, and the case has been appealed io the U.S. Court of Appeals for thie Sixth - -
Circuit: where it currently awarts decisionn. The Dtstnct*"‘ urt has recently awarded plamtdfs' counsel-,_ '
. fees and disbursements of approxrmately $2,900, 000 The Star mtenda to. file an’ appeal from this award; -
in any event, the award would be vacated should the case be reversed on. rts ments by the Court of" _ L
Appeals. IR ‘ - - S TR L e
On or about March 1, 1979 an action was commenced -against the Star in the Umted States-. e
o - District Court for the Western District of Missotiri, Western Division, ‘by.-John' J. Mixer and iour
o " additional parties plaintiff, alleging violations of the- Clayton and Sherman Arfitrust Acts. Plaintiffs = =
~ claim to fepresent a class of approxrrnately 300- catriers. ‘The charge is that-the Star, which: had - -~ e
T prevrously collated and inserted the various secttons of the paper into a smgle 1init for disttibution .~ -
~ to the plaintiffs, threateried 1o cast the burden of so doing.on the: plaintiffs.” The plamuﬁs are contract' R
newspaper: carriefs. P!amhffs seek an m]unctuon and treble damages . '

VeF

On or about Apnl 23 1979, an ddtion was ‘instituted by. W:Iham G Strub et al, agamst the ’
Star and the Company in the United States District Coutt for the Westem District of Missori, Western .
- Division, in an antitrust suit brought by 7 former mdependent contract’ camers and by 2 repiesentatives
o\the estates of 2 deéceased individuals - who were. formerlv mdependent contract carriers; clatmu'tgﬁ S
violatien of the Sherman Act. Plaintiffs seek tiebie damages Request. has been made to have the -
case handled as a class actron The case awaits the outcome of the. appeal m the Paschall case. k
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o Eneutive OIHeen ot the Compeny

.,Damel B Burke

On or. about September .;D 1978, an action was mshtuted in the Circuit Court of Jackson County,

: Missoun by Robert S. Miskimen on behalf of himself and approxlmately 267 other partle% plaintiff,

st the Company and the Star. Plaintiffs as carrier distributors of the Star’s newspapers are
ing an ‘injuiction - restrammg defendants from refusing to sell newspapers to the plaintiffs for

b ‘}_j.‘:d:stn'buuon to: home: delivery: subscribers, for a declaratory judgment relating to- plaintiffs’. property
~ln 7w interests. in their - Tespective terntones ‘and- for aggregate ¢ompensatory damages -of 3100000000 '
i Addmonl]ly <cach of the plamhﬁs is asking for pumtwe damages of $100,000,000.

. There ire also cight otb'.:r/aeuons pendmg in - various Missouri7state courts seekmg dammages

‘agamst .the  Star arising from alleged interferenice with plaintifi's property rights and contractual
.:..relauonshtps wnh newspaper carners, whlch in the aggregate are not matenal

: u.m i smmy. mehip of comm ecnoaem Owners and Hanlgemcnt.

Ineorporated _herein by referenee to page 2 of the Company’s deﬁmuve Préxy Statement for the
g annnal mesting ofshareholders on May 12,1982, . \ -

L '.Thomas S Murphy foe 56 o 1957 _'1_1958-] i Chamnan of the Board of Dxrectors

-and Chief Executtve Ofﬁcer

B mgOﬁ‘mer :

Joseph 5 Dougbetty Geaio 8T 1967 1959 . Executive Vice Pres:dent President of

Broadcastmg Division ‘and Director

- .;_-Jolm B Falmhlld .. 85 1968 1968 . Executive Vice President, Chairmanof . -

e the Board of Fatrchxld Pubhcatlons '
.58 1977 .. 1975 . - Executwe Vice Preeldent, Presuient of
B ‘Publishing Division and Director -
C 48 1969 Scmor Vice President and President of
R T RS I T L R {‘%\ I _Cable Television Division - S
--Robert K- King :......... 53~ - . - 1962 * Setiior Vice President
Ronild J. Doetfier ....:... - 40 719717 . Viee President and Chlef F‘manctal.-
o .o officer
B 7 AR L) | Vice President L
;[ 69. . 1954 . - 1954 Secretary and Director
58 1963 . Tressurer andAssnstant Secretary
39 1981 -Contro]ler ‘

All oﬂieers have bcen acuvely assoc:ated Wl.th thie Company for mote th.an five years with the -

excepnon of Mr. Edelson; and for all. except ‘Mr. Dickler such assoctanon has been their principal

. -oecupanon Mr ‘Edelson had. been with Arthur Young & Company pnor to ]ommg the Company.

in1980. Mr. chkler has ooncun:ently been achvely, engaged in the practice of law: as a partner in

the law firm of Hall chkler Lawler, Kent & Howley, general counsel for the Company “There is

. no relatlonsh:p 'by. blood, ° ‘matriage; or adoptxon, not more temote than ﬁmt cousm, among them s
o _All ofﬁcers hold oﬁice at the pleasure of the Board of Dlrectors : ‘

] On of about May 25, 1979, an actmn was. mstttuted in the United States D:stnct Court for the -

3 ..-'Weetern District of Missouri, Westera Division, by, Paul Dean Feaganis and two other former inde-

S _penderit ‘contract carriers whose comp]amt and prayers for relief are identical to those in William G. -

. Strub, et al, against the Star, All actmttes in .the ¢dse have been stayed pendmg appeal -of the
Paschallcase.

i 53 1967 o 1962 L Pnes:dent, ‘Ditector &hd C?{ief Opera-:‘ N
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'=_ltem 5. Herket tor the Regmrent’e COmmon Stock and Related Schmy Holder Meﬂere.

The mformahon called for by this item is inclided on page 41 of-the 1981 Annual Report to Share-

. holders and is meorporated herem by referenee B

ltt.’.'iu 8.‘, Selected Financial Data.

“The mformatron called for by this item is included an page 26 of the 1981 Asinual Report to Share-

- holders and is mc.orporated herem by reference.

;n_x_ N »

- Item 7. _ Hanegement’s nn---ufon and Anelysie oi Ftnonem Condition and Reaum of

Openﬂons. s

v

. The mformatlon cat.ed for by thrs 1tem is mcluded on page 27 of the 1981 Annua. Report to Share-'
. ho]ders and is moorporated herem by referénce. " -

“ltom 8 Ffmneiel Statements and Suppfementery Dete. _

o The mformatmn cal!ed for by tlns item is rncluded on pages 30 throngh 41 of the 1981 Annual
- Report to. Shareholders and is meorporated herem by referenee

PAH'I'III Y

“item 9. Dlreetors end Executivo Oﬂieers of the Regletrent. ¢

Incorporated herem by reference to pages 1 and 2 of the Company S deﬁmtrve proxy statement for'

~ the annual miceting of shareholders o May 12, 1982. Information . oonoernmg the executive oﬁicers is
included in Past I, on page K-16. ' - .

' Item 10 Management Remuneuuon and 'rrenneuom.

Incorporated hetein by refefence to pages 3 théough 7 of the Company s deﬁnrnve proxy statement '
for the annual meetmg of shatelioiders on May 12, 1982.

| ol 'PAnrlv |
ftem 1. Extibiis, Flnanclel Stetement Sehedules and neport‘e oit Form I-K
' (a) 1. Fmanczal stafemems and ﬁnancml statemem schediiles

'I'he ﬁnancral statements and. schiedules hsted in the aooompanylng index to ﬁnanc:al state-
ments ate filed as part of this annval report

2 Exhzbrrs

. The exhrbrts listed on the accompanying index to exlnbxts are ﬂled as part of this annual -
mpﬂf.t.i_'

(b) Reports ofi Form S-K
' None ﬁled durmg Fourth Quarter 1981,

K-17
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ST cAITAL GrmiEs COMMUNICATIONS ING.
| . INDEX TO CONSOLIDATED FINANCIAL STATEMENTS

_~AND FINANCIAL STATEMENT SCHEDULES
COVEHED BY REPORT OF CERTIFIED PUBLIC ACCOUNTANTS

U o ' (“Gll'l"(‘)")
Annual ltepert
S S ‘ ' shmhomm Form 10-K
, Consohdated balance sheet at December 31, 1981 and 1980 v ae e 32
- +For ths years ended December 31, 1981, 1980 and 1979 ’ .
© - Consolidated statement of income ................. i, 30
- Consolidated statement of changes in firiancial posttton i e 31
-Cotisolidated statement of stockholders’ equity ... ... .. e 34
. .- Notgs to consolidated financial statements .......0..c..0covii.. s
E :-_Fma:l&etla; _,s;ntement sehedules for the years ended December 31 1981 1980 _
V—-—Property, plant and equtpment P R T Ke19
" VI=-Accumulated ‘depieciation and - amoruzation of property plant ' o
andequtpment.....;;..........._ .................... . K-20
VI[I—VaIuatmn and qualifyitig accounts ........... i - - - K20 -

s - All other schedulee have been omitted sincc the reqmred mformatlon is -not present or is not
' ptesent in amounts suﬂictent to require submission of the schedule; or because the. mformatron reqmredf ,

o is meluded in the consolidated financial statenients, including the notes thereto.

Fxnancral statements and schedules of Caprtal Crhee Commumcauons. Inc (not eonsol:dated) are_

o consohdnted ﬁnancml statements in the aggregate do uot have mmonty mterests and indebtediiess to

. ‘any person other than the Company in amounts which togethier exeeed 5% of the total asséts as shown
. by the most recent year-end censohdated balance sheet .

* i't I R 2 ‘,-' o €

'l‘he eonsolidated ﬁnaneml stttements of Caprtal Cmes Commumestrons, Tac., hsted in the above

lndex which: are included in the Annual Report to Shareholders for the yéaf erided Deeember 31,1984,

are hereby mcorporated by referciice. With the exception of the Items referred to in Items 1, 5, 6 and 7.

h \the 1981 Annunl Report to Shareholders is not to he deemed ﬁled as part of thts report

al T CONSENT OF CERTIFIED PUBLIC ACCOUN'I‘AN’IS .
We eonsent to the mcorporatlon by reference in - this ‘Annuat Report o Form 10-K of Capital

Cities: C'ommumeatmns Inc. for- Are- year ended December 31, 1981 of our report dated February 26, .

1982 ificluded if the 1981 Annual Report to Shareholdcrs of Capltal Cities Communications; Inc.
 'We also consent to the addition: of the ‘financial -statement schedules hstedﬁm the accompanying

= index to financial statements and fmanctal statement schedules to the: ﬁnr*--ai statements covered by

~our report dated February 26, 1982 1ncorporated herein by referexce.

: We also. consent to the mcorporatxon by referenee in the Regtstratton Statements Form S-8
e No 2-58945 for the régistration of 630 067 sharés and Form S-8 No; 159014 for the registration of

287,195 shares of its common stock and in the, related Prospectuses of O\t\.t' report dated February 26,

1982 .with- respect. to the’ financial statements. and schedules of Capital Llities Communications, Inc.

o meorporated by reference in this. Annual Report on Form 10—1( for the year ended Decemher 31, 1981,

G ls,fewY@rk;*Néw?Yéfk e
| Febroayde1oe2




CAPITAL CITIES COMMUNICATIONS, INC.
Index to Exhibits (ltem t1(a)2.)
(11) Compt.tat:on of per share earmngs‘ is included on page 26 of the 1981 Annual Repoit to

Shareholders and is mcorporated hieréin by reference. .

(13) The Companys 1981 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) Subsidiaries of the -Cohipany.

SCHEDULE V— PROPERTY, PLANT AND EQUIPMENT
{Thouiands of Doflars) o
Additions at cost
Balance &t Operating: Retire- elungu— Saisnce

. companies . mant reciassifl- atcloss
of i acqulred Other oruln_ _uuon(l) of period.

Year ended December 31, 1981: . ]
Land and improvements $ 14452 $ 635 § 464 0§ (219 5 682§ 16212
Buildings and improvements 46,472 1,264 8,105 (741) 1,421 56,521
Broadeasting equipment . 40,157 44 4,786 (263) _ 44,724
Printing machinéry and equipmeént . . 60,847 156 5,522 (2,890) (1,009) 62,626

Cable: television distribution systems X . : : L
and équipment 2,541 41,635 26222 - (248) : 70,130

Other, including conslrucuqn-m- L o L )
...... fereresniaaniaas 21,241 1879 3,535 (714) 238 32,179

# $185,710 $51,613 348,634 $(4877) § 1,332 §282412

Yeat ended December 31, 1980: _
Land ahd improvements $ 12,652 $ 709 $ 1,091 $ — $ 14,452
Buildings and improvements ..., 43,478 ' 1,542 {103) 46,472
Broadcasting equipment . 35,962 5,186 (991) . 40,157
Printing machinery and equipment . 53,794, ) 4,014 (1,164) 60,847

Cable television distribution systems
and equipment. . 2341 e 2,541

Othér, mc]udmg construcnonqn- B
- 9,237 (542) : 21,241

$23.611 $(2,800) $185,710 -

Year ended Décemiber 31, 1979:
Land and improvements .. ‘ $ 128 s (30)
Buildings and improvements ......, _ 2,195 (629)
Broadcasting equipment 6,842 (726)
Printing machinery and equlpment 8,159 (1,236)
Other, including constritction-in-

: 854 (1s7)
$18,178  $(2,778) $157,943

(a) Represents, in 1981, final adjustments to the purchase price allocanon of the 1980 acquisition
of the Democrat-Herald Publishing Company.

Depreciation is generally provided on a steaipht-line basis over the esumated uséful lives; build-
ings and :mprovements — 10 to 50 years; broadcasting eqilipment — 4 to 8 years; printing machinery
and equipment — 5 to 10 years; ¢able television distribution systems — 10 years. ‘
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CAPITAL CITIES c&muumémbus; INC.

(M of Dokare)
Salance st Retire- changu- Balance
beglninkig Chamod ments ‘reciassifi- at close
of poﬂm or sales cation{A) ol period
Year ended December 31, 1981:
Land and improvements ............... O I T R $ @ § 58
Buildings and improvements . trereareens 19,100 1,828 (675) (56) 20,197
Broadcasting equipment ...........coo000ins 23,964 3,768 (216) . 27,516
- Printing machinery and equipment .......... 35360 5,359 (2,474) (258) 37,987
Ca:al:n:df?.u.of f‘.‘ mlbuhon ”ﬂmmd ... [ .. v 34 3274 (5073-— 2,801
Other ...... Pestarirassesasaes 6,337 1,851 {608) (35) 7,745
S o S _ $85.492 316,124 $(4,480) $ (352) $96,784
Year énided December 31, 1980: _ T
Land and improvemens .......... ciaeense 3 M3 S S8 0§ — ) $ 4o
Buildings and improvemeénts ................ S Y X 11 1,595 (86) 19,100
Broadcasting equipment ..............ocev. - 21,454 3,420 (910) 23,964
Printing machinery and equipment .......... 31,224 5,056 (920) 35,360
Cable televmon dnstribution sysiems and eqmp- :
L T — 34 —_ k!
Other Peamnt s R 1 4 . 1.308 (393) 6537
oy Lt §76334  SILA7  $(2.309) = . §8545%
_Yeéar ended December 31,1979: : _ .
Land and improvements. . ... ......c000es .. § 399 $ 4 $ — $ 443
Buildings and improvements ................ 15,998 1,811 (2i8) 17,591
Broadcasting equipment ........... casesens 19,148 2,891 (585) 21,454
Printing ‘machinery and equipment . cins 27,786 421 (833) 31,224
Other ........ Adeeraanae s raeeny 4,903 977 (258) 5,622
: : 368 234 $ 9954 ! 1,894) $76,334

(a) Represeiits, in 1981, final ad]ustmcnts to the purchase price allocatmn of the 1980 acquisition

‘of the Democrat-l-!erald Publishing Company.

IL‘HEDULE Vill — VALUATION AND-QUALIFYING ACCOUNTS

. {Thousands of Dollars) Baiance st ) : Balarice
S _ - bom Charged  from  atclose.
_ : ot fo income ressrves(A) of pariod
Deducted from accounts and notes fecéivable: ' ' ‘
Year Ended Décember 31, 1981 ......oocoviviviiiinnns ... S3.899 85189 $(4174)  $4914
Year Ended December 31, 1980 ...........oooiiiiaiun. . $3.282 $3.929 $(3,312) $3,899
Year Ended Décerber 31, 1979 ........opviiiiins ceee. $2,429 3,15 $(2,297) $3.282

(A) Accounts writien-off, net.
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o Cowl Sl e T TSIGNATURES ¢
" -  Puisuant 1 the uqulumonh of Section ik 05\15(41) of the Soeurltlu Exchinige Act of
R 1934, the registrant hias duly:caused this Annuui mport to be s!gnod on it bohalf by tho
: undonlgmd t!mcurto duly aulhor!:cd.l Ly & s ‘
d L L s (‘.APITAL criEs COMMUNICATIONS, mc
) L e _ ("m” i ;
R Y . ' o . : . v \ “ h [ ‘K o Coe - v . S ¢ e \b ‘ S
¢ :_ ’ o . /s/ GERALD Dxcxmk o Fr: :
- o LT L : ” T emm m i
. S Mas, 1982

Punulnt to the mqulromnh of tha s«:urll!u Exchlneo Acl of 1934, thh uporl III.

been signed bilow by the. followlng pomm on behat ot the nghlrant and in tl\c cap

mdonthodllnlndleahd
R S
Pnncnpa! Execnuve Oﬂicer - -
: /s/ THOMAS S. Mmtpm' Co . March 15,".1982-
. Pnnmpnl Fmanc:al Oﬂicer Sl _
; 73 RONALD 3. DOERFLER § March 15, 1982
- e (ﬂﬂl M) ; ‘ R .
.+ Controller: : . g
- /s/ ALI.AN J. EDELSON ‘March 15, 1982
(Allan J. Edeleon) __
Directors: T
. /s/ DANIEL B. BURKE ©  ‘March 15, 1982
| (Darilel B. Burke) - R _
/s/ AMON G. CARTER, JR. March 15,1982 @
(Amon G. Carter, Jr.) o T TR e
/s/ GERALD DICKLER March 15, 1982
(Gerald Dickder) , : '
/s/ JosnmP _DOUGHERTY March 15, 1982
/s/ JoHN B FAIRCHILD ‘March 15, 1982
(John B. Fairchild) | |
/s/ WILLIAM S. LASDON ‘March 15, 1982
~ {Witiam 8. Lasdon) R R
/s/ 'I‘noms S. MukpHY -an-l-s 1'982-_‘
8. Murphy) |
/s/ J_onn H. MULLER, JR. March 15; 1982:
- (Jotwi H. Muller, Jr.) ;
~ /s/ JouN B. StAs March 15 1982 R
(John-B; Siss) .
/s/ WI!.!.IAM L Snucan - March _=15, 1982
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- 1966 o

1968 ¢

- 1969 ¢

" Ccapltal 'c-m.-._ A Brief chre_nolegy :
gy AR

J
i Lt Purchase of Hudson Valle,r Brondcaslmg

k2]

f / . Comipany, Inc., operator of a UHF television
[ /  station (WROW-TV) arid AM radio station
e (WROW-AM) in Albany, New York.
1951 . VHF aﬁroval granted for Albany, New York
: etters chariged to WTEN-TV.
@ Purchase of television station WTVD, Durham.
' North Carolina.
o First pubhc oﬂermg of the Ca:panya common _

° 1959 ¢ Purchase of televmon stauoa WPRO-TV and
radio stationsy WPRO-AM-and FM, Provndence.
< Rhiode Islaid,

el

" 1961 & Purchue of televmon station WKBW-TV and ©

_radio station WKBW-AM ‘Buffalo, New York.

"«  Purchase of radio siations WPAT-AM and FM,
- Paterson, ] New Jersey (Meiropohun New York =—7

T c‘wj ; ’ RN . o
19600 & Purchue of m‘.‘llo statlons WJR-AM and FM
Detro:t,

.

. "s o Purchase of television station WSAz-w

Huntm;ton. West V

1965 .
S c]unge

Purchase of fadic-stations KPOL-AM and FM

gxompmya stock: hsted on the New York Stock

(now KZLA-AM and FM), Los Anjeles; Cahforma. :

Acqumuon of television station KTRK-TV,
Houston, Texas, iri-exchange for WPRO-TV
vaxdenee, Rhode Ieland and cash

‘1967 o

Acqumuon of Fairchild Pubhcatzons, Ine " '
~ New York City, publisher of Women's Wear Darly
and seven other business pubhcauons

Purchase of The Ponuac Pre.r.r (now The Oakland
-Press), a daily newspaper in Ponuac. chh:gm

‘Purchasé of television stauons WPVI-TV,
Philadelphia, WTNH-TV, New Havéi, and
KFSN-TV, Fresno, Callforma, together with the -
sale of W‘I‘EN-TV Albany, New ork, and
_WSAZ-TV Hmmngton, West Virginia.

1971 ¢

1972 ‘&\ Purchase of the News-Dermocrar, a daily newspaper
{ / in Belleville, Tlinois.
Purchase of American Mefal Market, a dmly
business newspaper.
. Start-up of W, a consimer biweekly versxon '
. of Womens Wear Dmly

1974 . l’urchase of Carter Publications, Inc., publlsher
of the Fort Worth Star-Telegram, a mommg,
eévening and Sunday newspaper; and operator
of radio stations WBAP-AM and KSCS-FM,
Fort Worth, Texas.

1916 ¢ Purchase of the Internauomu)al Medical News
Group, publistier of six specialized, controlled:y
circulation medical publications,

¢ Start-up of Enegy-User News, a weekly business
newspaper
D

1917 ‘e Purchase of Ti:& Kahsas City Star, Company,
publisher of The Kansas City Tiriés; a morning
newspaper, and The Kansas City Star, an "venmg
and Sunday newspaper L )
C o 7

1978 ] Purchase of Wilkes-Barre I!ubhshing Company, .
publisher of the Times Leader, an all-day newspaper
=il Wﬂkee-Barre, Pennsylvama

. Sturt-up of SportSter, a twree monthn‘y busmess B
newapapér.. :

AR

.. 1979 o Start-up of Héine' ‘Fashions Texnles, & monthly

‘magazine for the textile industry, and Enirée, -
- a moathly newspaper for the gourmet cook.ng h
and homewam u'ade _ :

1980 ¢ Compnny entefs the cable televnsion busmess
by ‘acquiring seven companies wath unbmlt
~ franchises in six states. .

¢ Purchasé of the Democrat-Hereld Publnshmg
Company, puhhsher of two daily newspapers and
six weekly newspapers in Otegon, and two .
national stamp publications. -

# Purchase of Penﬁ}power Slioppin, News, l‘nc »
publisher of weekly' shoppmgpgm es in Wichita

and Topeka, Kansas, and in Springfield, Missouri:

* Purchase of Shore Lirié Newspapers, Inc., publisher
of nine weekly newspapers and shoppmg guides. |
in Connecticut,

. Slarl-up of specialized pubhcatnons MIS Week,
a weekly newspaper for the management mformahon
systems industry; Multichanriel News, a weekly
newipaper for the cable television industry; and
Aches & Pam.r, a monthly chmcal medical

magazine.

1981 & Purchase of Cablecom-General Inc, a ma]or
* cable telévision operator with 43 systems

@ Purchase of radio station WKHX-FM, -
- Marietta (Allanta). Georgla

f‘_

a




| SIGNATURES
Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of
1934, the registrant has duly caused this Annusl Report to be signed on its behalf by the
undersigned, thereunto duly authorized.

CAPITAL CITIES QOMMUNICATIONS, INC.

March /Y, 1982 s

Pursuant to the requirements of the Securities Exchange Ac't;ol 1934, this report has
been signed beiow by the following persons: on behalf of the registrant and in the capacities
and on the dates indicated:

Princ ecutive Officer;
March Y, 1982

5

March /Y, 1982

March /<, 1982

Directors:

..... w e March [T, 1982

March /£, 1982
_ March /5, 1982
March /€, 1982
March /S, 1982
March /5, 1982

March /5, 1982

March /S, 1982
March /5, 1982

March A", 1982
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CAPITAL CITIES COMMUNICATIONS, INC.

24 EAST SIM STREET « NEW YORK, N.Y. 10022

421-9595
AREA CODE 212

Subsidiaries of the Registrant

" The following subsidiaries are owned by the Regis*rant at December 31, 1981
- and are included in the c¢onsolidated financial statements:

State of 2 of

Incorporation Ownership
Oakland Press Company Michigan 100%
The Kansas City Star Company Missouri 100%
Capital Cities Media, Inc. New York 100%
Capital Cities Cable of Delaware, Inc. Delaware 90%
Cablecom-General, Inc. Oklahoma 100%

The names of certain subsidiaries are omitted from the above list; such sub-

sidiaries, considered in the aggregate as a single subsidlﬁry, would not con-
stitute a 51gniflcant subsidiary.
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Capitai Cities Communications, Inc.
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Board of Directors

THoMAS S. MurPHY
Chmmum of the Board and Chief Executive Offi cer

DANIEL B. BURKE o
President and CThief Operating Officer

AMON G. CARTER, JR.
- Chdirman of the Board and Publisher, Carter Publu:a::mm

GERALD DICKLER

Secretary; Partner, Hall, Dickler, Lawler, Kent & Howliey, Artomeys at Law

JosepH P. DOUGHERTY
Executive Vice President; President; Broadcastinig Division

Jouwn B. FatRCHILD _
Execntive Vice President; Chairmman, Fairchild Publications

WILLIAM S. Laspon

53

Vice Chairinan of the Board and Cheiriian of ihe Exécutive Commiltee, Wamer—Lambert Cempany

Joun H, MuLLER; Jr.
Chairman of the Baard and. Pres:dem, General Hom'ewarrs Corp.

Joun B. Sias
Executive Vice Fresadem: President, Publishing Division:

WiLLiaM I SPENCER .

“President and Chief Administrative Officer, Citicorp and Citibank

Corporate Officers

. THoMas S. MURPRY Ar
Chairntan of the Boord tmd (‘luef Executivé Oﬂ‘icer

DANIEL B. BURKE L7
President ard Chief Operating Officer

Josepit P. DOUGHERTY
Exccutive Viee President

Joni B. FAIRCHILD
Exccutive Vice President

JoHN B. Sias o
Exeentive Viee President

WiLLIAM R. JaMEs
Senior Vice President

RoBerT K. KING
Senior Vice President

RoNALD J, DOERFLER
Vice President and Chief Financial Officer

ANbrEW E. Jackson
Vice President Cot

RopERT W. GELLES

ii’

[ Treasurer

GERALD DICKLER
" Secretary.

ALLAN J. EDELSON
Controller

Transfer Agent and Registrar

Chemical Bank
55 Water Street
New York, New York 10041

Executive Offices
24 East 5ist Street

. New York, New York 10022
(212) 421-9598

Gerneral Counsel

Hall, Dickler, Lawler, Kent & Howley
460 Park Avenue

New York, New York 10022
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The Company’s Common:Stock is listed for irading on
the New York Stock Exchangé (Symbal: CCB)

IS



