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Decentrahzatlon is the cornerstone of our managernent phllosophy Our goal
is to hire the best people we can posmbly find and_g,__ e them the reSponsibi_lity o

¢ - and authority they need to perform their jobs. « All decisions are made at
| " the local levgl consistent with'the basic legal and moral responsibilitiesof 7
corporate management. Budgets; which are set yearly and reviéwed quarterly,
orlgmate with the general managers and pubhshers who are responsible for

them. Weexpe expect a great deal from our operating managers.. Weexpect o ..
them to be forever ¢ost-conscious and to recognize and exploit sales potential. *
But above all, we expect them to manage: their operations as good c1t1zens

and to use their fac111t1es to further the communlty welfare. .
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On January 3, 1986, Capital Cities Commumcatmns Inc. afcqmred Anierican Broadcastlng
Companles, Inc and tl;lj Company’s name was changed to Capital Cltles/ABC Inc
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“ company emerge\d as one of the largest all-
The management and Board of Directorsof ©

- the Company to accelerate its growth in the

‘opportunities and concerns in more depth

[for over {ifteen years, and in 1985 delivered

CAPITAL
.
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The year 1985 was surély the most significant \\reach more than 25 percent of televxslon

in tho,tb;“’rty-ore-year history of Cupital Cities
Commumcatlons, Inc. ‘On March’ iS 1985,
announcement. was made of an agreement

_ whereby Ameritan Broadcasting Companies,

~ Inc., would be acquired by Capital Cities for
$%,520,000, 000. On January 3, 3986, the
transattion was completed through a merger
_between ABC and a subsidiary of Capital .
C:tles and the(Company s hame was changed
to Capltal Citi s/ABC Inc. The combmed

ma:dn_axcompames) n the United States.

Capital Cities believe that the acquisition of
ABC represents a unique opportunity for

broadcastlug industry, while at the same time
prov:dmg an opportumtv to safely leverage
‘ipward its stockholders’ equity for the long-
term advantage of its. shareholders Despite
concerns about the current glowdown in the -
growth of network advertising and the level

- of prime: tlme ratings at the ABC Television
‘Netwark; management at Capital Cities .
believes that the acquisition of ABC will, over
the longer term, result in superior : rates of
growth for the Company and greater returns
to its shareholders. We will discussthe

in later sections of this report.

Capltal Cltles and ABC have long enjoyed
relatlonshlps At the time the prOszed
merger was announced, the fourlargest © -
Capital Cities’ television stations had been
affiliated with the ABC Television Network

together an average of 7.percent of the:
daily prime-time audience of the network.
Combining the two companies was made
possible by a change in-the Federal
Communications Commission’s riles

= pertaining to television station ownershlp

telewsmn stations (only five of which could be
VHFY); the new rule allows a single entity to -

own or control as many as twelve television
stations, provided they do not in the aggregate *

o

CIT1ES/ABC

\households in the United States. Compliance
“with this new stardard and other FCC
regulations reqmred that Capital Cities

aiid ABC sell four television stations before
the merger was completed. The FCC rule
prehibiting cable television system ownership
by televtgmn networks necessitated the sale
of the Company’s Cable Television Division.
Long-standing FCC régulations regarding
ownership of multiple media operations in the
same market required the sale-of eight radio
stations and a daily newspaper. :

" The proceedsfrom these dlSposxtmns which
were accomplished just prior to the closing
of the merger, yielded approximately
$920,000,000 after related taxes are paid in
1986. The remainder of the purchase price,

~ approximately $2, 600,000,000, was financed

“by: $250,000,000 in available cash of Capital -
Cities; $1,375,000,000 in long-term debt '
at an average interest rate of 10.2 percent;

$517,500,000 in new equity through the
sale of 3,000,000 shares of common stock

to Berkshire Hathavf'.-q'} Inc.; issuance of
$100,000,000 in warrants (to acquire up to
2,900,000 shares of the Company’s common
stock at, $250 per share); and the balance
through the sale of commercial paper.

-In 1985, Capital Cities attained record net
revenues and earnings, but the increases were

modest. Net revenues exceeded $1 billion for

othe first time in the Company’s thirty-one-

year history, reaching $1,020,880,000,a9
percent gain over 1984. Netincome in 1985
was $142,222,000, a 5 percent increase over
the $135,193,000 earned a year earlier (before
extraordinary gain). Earnings per share’
for 1985 of $10.87 also increased 5 percent '
over the $10.40 reported in 1984 (before
extraordinary gain).

Results in 1985 for American Broadcasting

‘Companies, Inc., declined from the record
A levels achieved in 1984.
~ The former rule had limited one owner to seven.

Net fevenues for 1985
were $3,298,475,000, a 10 percent decrease
from 1984, whilé net income of $158,441,000
declined 19 percent from the $195,332,000
earned in 1984. Earnings per share in 1985
were $5.51, an 18 percent decrease from 1984,

, I N Ch.




Operating results for both Capital Cities and
ABC during 1985 are of particular interest.
because they foreshadow the problems and
opportunities that await Capital Cities/

ABC, Inc., in 1986 and the years beyond.

Both companies enjoyed record years in 1984,
when resulis were enhanced significantly by
ABC telecasts of the Winter Olympics in
Sarajevo and the Summer Olympics in Los
Angeles. The 1985 plans for both Capital
Cities and ABC took inte account that difficult
comparisons would result in the first and

" third quarters from the absence of the A
Olympics; however, neither company correctly
forecast the degree of weakness in.the demand
for national advertising, especiaily television
network and certain categories of publishing.
Radio network and station operations proved
favorable exceptions. N
Segment results for 1985 for Capital Cities
and for ABC are summarized below:

' Percent
(Dollars in millions) 1985 1984 change
Cap’ital Cities
Net revenues _ .

Broadcasting $ 293.7 $ 271.8 8%
Publishing 642.6 591.6 9 %
Cable Television 84.6 76.3 11 %
_Tota_l $1,020.9 § 939.7 9%
Operating income :
Broadcasting | § 145.8 $ 1416 3%
Publishing 138.5 133.2 4%
Cable Television 5.2 2.6 100%
Total operations  289.5 277.4 4%
Corporate G&A 12.0 99 21%
Total $ 2775 $ 2675 4%
ABC* ‘ : '
Net revenues »
Broadcasting $2,847.4 $3,304.3 (14)%
Publishing 322.1 3162 2%
Other ' 129.0 643 101 %
Total $3,298.5 $3,684.8 (100 %
Operating income . o :
Broadcasting $ 340.8 $ 4278 (200%
Publishing 35.5 342 4%
Other {17.3) (446) N&
Total operations  359.0 4174 (4%
Corporate G&A 58.2 396 47%
Total $ 300.8 $ 377.8 (20)%

S

*Excludes discontinued operations. Amounts reclassified
to conform to Capital Cities’ presentation.

i

While television and radio stations, as well as
publishing operations, at both Capital Cities
and ABC achieved moderarely favorable
results in 1985—a year of modest revenue
growth—there were problems at the ABC
Television Network beyond the absence of
revenues, ratings, and proﬁts from the

' Olymplcs

w
The alternatives for viewers and for advertlsers
using the ABC, CBS and NBC networks have
increased as lndependent non-network-
affiliated stations and modern multichannel
cable systems have become available to more

" and more television homes. As recently as the

fall of 1981, these three television networks
accounted for ap(i)roxunately 87 percent of ail
prime-time viewing; for'the same’period in
1985, their ¢combined shares had fallen to 77

* percent.. This general trend has put downward

pressure on the revenues of all three

- commercial networks, and at the same time,

the emergence. of new competition has forced
upward the costof sports, entertainment and.

' even news programming. Partially offsetting

these concerns is the perceptible slowdown
in the decline in network audience share.

Audience levels in the fall of 1985 increased for .

e
the three networks combined versus the same
perlod a year earlier. Moreover, since the.

. number of television homes i increases each

year (current annual growth is 1.2 percent) -
and the average household keeps adding
television sets and viewing time, the networks’
audience share is of an increasing number

of viewers. Overall, we believe that network
revenue and profit prospects will be favorable
into the future.

Of more specific and immgdiate concern is the

- fact that, during the last two years, audience
shares for.the ABC Television Network have .

fallen below acceptable levels in the very
important prime eévening viewing hours. The
same leverage which makes television such an
attractive business when audiences are large
and growing causes precipitous declines in
earnings when expensive programmmg does
not appeal to adequate numbers of viewers.
NetworkK'success has tended to be’ cycnual over
the years, and we are confident that the ABC
Television Network will recover its momentum

o ”
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-in the years ahead. We expect, however, that
this recovery will take sevéral years and will .
be both difficult and expensive, We and all of

our colleagues in the newly combined company "

are‘totally committed to an ABC Television
Network that is strong and competitive in all
dayparts. It isimportant tonote that, despite

its current thlrd-place standmg in prime-time - |

ratings, ABC continues to enjoy very solid
audience positions in early rnorning, daytime,
and news, ) i .

" While the vitality,and pr_oﬁtabili_ty of the ABC -

Television Network are, and should be, the
major concern at this time, the strength and
potential of the rest of the Company s media
holdirigs should be stressed. These properties,
which-are currently in the forefront of industry
profitability, also offer excellent growth
opportunities for the future.

« Television stations—Eight affiliates of the

ABC Television Network capable of reaching
just under 25 percent of all television homes
and serving markets which represent 26
percent ef retail buying in the United States.
At the present time, all of these stations are
" rated either first or second in their markets
iz local news and from sign-on to sign-off.

» Radio stations and networks—Nine AM .
and eight FM stations serving nine markets,
" including seven of the ten largest radio -
markets in the United States; and seven
radio networks, with over 1,900 affiliated
-radio stations. Radio operations of the two . -
companies generated largexr“)1985-earnings,
than'those of any other radio group in the

United States. Both Capital Cities and ABC
"« Frank T. Cary, former Chairman of the

have had long and successful histories in-
radio, and we have great confidence in 1ts
future

* Satellite-delivered program services for
cable television—Thanks to th= foresight
of ABC, the Company is well positioned-—as
owners of 80 percent of ESPN, 38 percent™
of Arts & Entertainment, and 33Vs percent

- of Lifetime—to take full advantage of
continuing growth of viewer and advertiser
interest in these services. ..

i
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* Publishing—The broad assortment:of daiiy
and weekly newspapers, weekly and monthly
censumer and business publications, special
purpose néwsletters and book publishing
activities represents a very strong and
growmg segment of the Company

Following the completlon of the* acqulsltlon,
there has been a major reassignment. of :+
respons1b1ht1es at the executive managerment

leve] of the combmed Company:

. = John B, Sias, who was President of Capital

" Cities Publishing:Division, is now President
‘of the ABC Network Division.

' Michael P Mallardi, who was Exécutive Vice

President of ABC, is now President of the
- Broadcasting Division.

» Phillip J. Meek, President and Publisher
of the Fort Worth Star-Telegram, is now,
in addition, President of the Pubhshmg
Division.

* Ronald J. Doerﬂer who was Senior Vice .
President and Chief Fmanclal Officer of
Capital Cities, continues in that pos1t_10n
for the combined Company

e Stephen A. Weiswasser, who was a partner at,

Wilmer, Cutler & Pickering, Capital €ities”
communications counsel, joined the Company
as Senior Vice Presxdent and General
Counsel.

We are pleased to welcome to the Board
| of Dlrectors of Capital Cities/ABC, Inc.,
"Warren E. Buffett, Chairman of the Board of

Berksh:re Hathaway Inc., and the following

_-seven former Directors of Amerlcan ¢
“Broadcasting Companles, Inc.:

Board, Internaticnal Busmess Machines.

Corporatlon .

. Leonard H. Goldenson retired Chairman
of the Board, Amer!can Broadcasting )
Companles, Inc and Chairman of the
Executive Commlttee of Capltal Cities/ABC,
Inec.

« Alan Greens_pan, President and Chairman
of the Board; Townsend-Greenspan &
Company, Inc.
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« Leon Hess Chairman of the Board, Amerada

“Hess Corporatlon

* George P, Jenkins, Consultant to W. R. Grace
& Co., and retired Chairman, Metropolitan
Llfe Insurance Company o

. Thomas M. Macmce Chairman of the Board .

and Chief Executlve Officer Allied Stores
Corporat:on

s Frederick S. Plerce former President and
Chief Operating Ofﬁcer of American
Broadcasting Companies, Inc., and

- Consultant to Capital C:tles/ABC, Inc.

We see the followmg prmntles for bapltal
Cities/ABC in 1986 and ensuing years
as being consistent with our continuing

E 'obhgai.mns to provxde the highest level of

service to our viewers, listeners, subscribers’
and advertisers, and to maximize return for
the stockholders of Capital Cities/ABC:

. » Completion of the combination of the two

companies into a single entity which can
operate with maximum efficiency and
-competitiveness in a working environment,
which is eventhanded; 'stimulating and. -
r)rewardmg_ for employecs.

» Restoration of prime-time audience levels for
the ABC Television Network to at least parlty
with CBS and NBC. -

* Contmuance_ of excellence in news and

) . ] o
information programming at both the ABC .

Televisicn Network and the Company’s other

- broadcasting and publishing operations.

* Maintenance, and where possible.

- enhancement, of the frarchises of all of the
* broadcasting and pubhshmg properti€s

owned by Capital Cities/ABC.

* Encouragement of new ideas and concepts
which can result in improved or new
programs, f‘ormats and products.

» Continued search for affordable, acqulsltlons
which will strengthen the Company’s current .
operatlons @

& ‘ IR (

We would like to close this letter fo you by
expressing our gomplete confidenne in the
future of Capital Cities/ABC. Two
outstanding media compinies are rapidly
toming together, and the benefits-and great
potential of the merger are becoming -

, increasingly apparent. |

.Although it is clear that 1986 will be a difficult
year, with earnings likely to be unfavorable .
compared to Capital Cjties’ results for 1985,

[l e

o we beheveﬁ;hat the busmesses in which the

- combined Company is engaged are excellent, . o
and its individual éperations are, for the most
part,in fine shape competitively. The debt
which the Company has undertaken is

 conservative and manageable both in terms

2 of size relative to earninig power and in terms
of length of: maturity. Capital Gities/ABC «°
has all of the organizational experience and
enthusiasm it will need to take full advantage
of its exeiting prospects. Co

o

We appreciate your contmumg support and
look forward to providing you with updates on .,
the Company’s progress in the months andx :

- years ahead. : :

. THOMAS S. MURPHY
. Chairman

DANIELB. BURKE

[
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The retirement of Leonard H. Goldenson as
Chaijrman and Chief Executive Officer of
Amerlcan Broadecasting Companies, Inc.,
marks the passing of an era. ‘

He is one of the triumvirate of pioneers who
founded the American television network
system and shaped it to its present form.
Leonard Goldenson guided ABC from its first
days as a-fledgling broadcast network through
more than thirty years as chief executive—
the only job with the company he ever held.

Under his leadership, ABC greﬁr to become a
powerful force in broadcasting, an advertising

C A P IT o F T i E 8

medium vital to the nation’s economy and a
significant part of American life., He built a
competitive and imaginative company with
the resources to meet the challenges of a
dynamic environment.

But the legacy of Leonard Goldenson is
more than the contribution of an important
business. He is a visionary who saw beyond
television’s novelty and recognized its
potential as the most powerful medium

of communications in history. Leonard
Goldenson’s role in realizing that promise
is an enduring achievement.
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"« Although Capital Cities’ Broadcasting
“+ Division once again achieved record levels of

revenues and operating income in 1985, the

. Bains for the year were modest. Net revenues
increased 8 percent to $293,717,000, while

operating income was up 3 percent to
$145,764,000. Excluding a 1984 television
‘acquisition, net revenues increased 5 percent.
The largest percentage increases in revenues
were posted by our television stations in New
Haven-Hartford and Durham-Raleigh, and by -
our radio stations in Los Angeles and Detroit.
Adverse local economic conditions in Houston
and Fresno negatively impacted our television
stations in those markets. Excluding the 1984
television station acquisition, operating costs
of the Broadcasting Division in 1985 increased
by 8 percent over 1984.

Television ®
A direct comparison of 1985 revenues to the
prior yearis comphcated by the significant
infusion of Olympics and | political advertmmg
dollars in 1984. The Winter and Summer
Olympics, broadcast on our four ABC-
affiliated stations, along with localand .
national elections, generated almost

- $15,000,000 of mcremental adyertising _
revenues in 1984, or approximately 7 percent

of our total net television revenues for that

-year. Replacing siich a significant amount of

business was a difficult task, especially in
a low-inflation environmefit. °

Colﬂpetltlon for television adverti sing dollars
continues to intensify, with growing challenges -
from independent stations, barter syndicators,

- and cable television. Theize newer rivals are

obtaining an increasing portion of advertising
doliars that wereformerly the exclusive
domain of network affiliates.

The number of independent television staticns
has dramatically increased—from 124 in
1980 to 283,in 1985. During t}e same penod
their gross advertlsmg rever{v,éiv, have also
more than doubled, reachmg an estimated .

' $2,500, 000,000 in 1985, or a 25 percent share

of spot television advartlsmg dollars.

Barter program syndr cators withhold one or

B ‘more 30-second spots within each program for

Voo e e
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sale to national advertisers, while the station ©
presumably pays less cash for the program

rights. Rapidly incréasing program costs have

made this reduced cash outlay very attractive

to independent stations, some of which are

more willing to part with commercial time

than cash. The result is an estimated

$530,000,000 of advertising sold by barter
syndicators during 1985, which represents _
substantial growth over 1984 levels. : 0

cDuring 1985, cable television penetration
(homes with cable television) in the
continental United States increased from 42
percent to 45 percent, according to Arbitron.
Cable television advertising outpaced its ~
penetration grow th\.,‘s 1985, increasing more”
than 20 percent over the | prior year to an
estimated $700,000,000. Most of thisis .«
Mational advertising carried on superstations, @
such as WTBS (Atlanta), and on satellite-
delivered cable television programming a
channels, pnnclpally l‘.bPN CNN, MTV, and
USA. Whileitis uncertain .vhat the exact
. impact of cable television advertising ison our -
stations, it is clear that such advertisingis = =
eroding the total national spot advertising P
dollars available to over-the-air telewsmn :
stations. °

Given the increasingly competitive television DR
. environment, audience delivery becomes an
even more crucial element of our busmess
> Oir stations continued their excellence in
this regard, as*they achieved strong audience
shares in all dayparts, particularly local news.
Based on the November 1985 Arbitron ratings,
our locat!:{news programs throughout the
day continued to be the dominant leaders in
Philadelphia, Houston, Buffalo and Fresno,
“while our stations in Durham-Raleigh and
New Haven-Hartford each ran a very close .
. second. The strength of news and other local
~ programming on our affiliated stations is the o
key factor in our consistent success, because 2
. this viewer loyalty helps to counteract penodlc
‘adverse fluctuations in networ ‘ratings.
' Indeed, all of our affiliated stations
conmstently outdeliver their net}vork’s average
in terms of prlme-tlme aud:ence shares, ° -

The acquisition of ABC led us to take several
significant actions affectmg our tele\nsmn
o
o ‘
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stations in order to comply with FCC Harrisburg, Pennsylvania. In addltmn .ABC .
regulations: 5 Newswillopenanational bureau 1nPh:ladelph1a:- -
« the sale on Janudry 2, 1986 of WKBW-TV The Company feels that thése moves will

(Buffalo), WTNH-TV (New Haven) and strengthen an already solid commltmﬁnt to the g
WETS-TV (Tampa); ] local community, while providing improved P
¢ the securing of a permanent FCC waiver :0 coverage to two states w1th?%1t adequate VHF' i 2
- retain WPVI-TV and WABC-TV; and se» vme Delaware and New dJersey. : "‘u 0
= the switching of network affiliationsof WTVD and KF SN-TV switchied their neﬁwork ¢
WTVD (Durham) and KFSN-TV (Fresno) affiliations from CBS to ABC during ‘the lthn'd ®
Y from CBSto ABC. ' - quarter of 1985. The affiliation changes
S ) _ resulted in the normal amount of viewer o
. “WKBW-TV, which had been part of the Capital | confusidnand dislocation, which in tZr
Cities family since 1961 and had 25 yearg of translated@nto slight declmes in ratlngs for. o
° , growthandlocal community support, was sold _both stations during the Noyember rating
. “to Queen City Broadcasting Inc., a minerity- .period. The negative effects of a network o
O owned enferprise. ¢ | affiliation switch are usually tA:rnpu rary, - o
v+ INTNH-TV was acquired by Capital Cities in- and we hope for ratifigs recoveries in 1986.° —— o a
. 1971 and has performed exceptionally well for The completwn of the vanggs merger-relate d ?\, o ‘
© o the f‘ompany ‘The station was sold to Cook - actidiis describsi above leavesfhe@ompany T A
w Inlet Comrunications L.P, a firm controlled with an impressive array of eight ABC- o e
by Alaskan natives. © affiliated television stations: The Cap1ta1 T
. WFTS- TV, acquired in August 1984, was the Cities/ABC Television Stations group is T '
Company’s.first venture into mdependent & 1currentlv the largest in the councryoreachlng {} -
television, and we are very proud of the - over 21,000,000 ADI (Axea of Dominant | @
‘con 51derab]e progress it had'made. Audience Inﬂuence) telewsmn homes and ]ust under the @ '
levels had grown substantially, and net Smaximum allowed by the FCC of 25 percent of "= _
revenue for 1985 was almost triple the revenue | total ADI television homes, as shown inthe: 7 B
for 1983ythe last full year under the previous followinig table: ) vt B
ownérs.. WFTS-TV and ABC's WXYZ-TV 2 L £
' (Detroit) were sold.to Scripps Howard @ . < - Molket N rA];)I A%I?lf‘v &
R - . Station =Mar .
’ : Breadcastlng Comp:any '- . i ' ' »! and market ranIS‘ T% l‘-)nomes Tiomes =N
0 5. Although the Company is losing some fine WABC-TV 1 6,696, 000 ® 7 8% ¢ . .
. television. statmn&,we look foryard to working™ | (New York) : ® @ -
. _ with the new owners of WKBW.- TV, WINH-TV » KABC-TV ¢ 2% 4401583007 511 o 5
~and WXYZ-TV as ABC affiliates. Thestrong [ _-{Los Angeles} _ ' SgEL L
_ local presence iind’able management of these W?(‘ShTV ) _ 3 ) 3’006’30_0 R ok
© itgtxons will be a big asset for the ABC WPVIu':fanI P 4 . 2,640,400 3.07 »
Television ,Network s . @ (Phitadelphia) 5 L _—
Because of the signal overlap between K((;S% Egré“ cisco) 5 2-’043.'800 ‘ 2.37 s P
WPVI ™ (Phllade]phla) and WA.BC TV (NeW KTRK-TV ’ 10 1’417’500 1.65 )
Fork), the Company required a permanent (Houston) @ '
waiver of FCC rules in order to retain both) WIVD 38 602,600 .70 PR
stations. As part of its proposal, Capital %, Kl(?]él;ri%%m-Ralexgh) 6 100 R ' L}
Cities undertook to significantly increase local N (Fre;no) 4 396, o -23 S
i and national news coverage in the, ,outlying i R T— ——— -
” Philadelphia area. WPYI-TV ill establish Total ADI TV homés ?1’204"000- 2440%  °©
auxiliary studios in Trenton, New Jersey, and ) g;::%ecgffﬁ:rii’; iDi gﬂ;ﬁ? f;gg;f;lgs ﬁsiiggfd b
in Wilmington, Delaware, as well as local news~ UHF statiro e c;)unt{' e om - y a
bureaus in Atlantic City, New Jersey, and in’ 5 - _
Lo o o ) i ' R e 2
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5. L APITAY CITIESg ABC, INC.T i o Fs
: @ . iy et s G v

&

g':.”

9

£

o



__xg)'ried
v . R P

e ot .
Radlo 3 K &

*\:1@

- 'The new te!e\nsmn group not only is large in

size, but is also very successful within its
local markets. We believe that local news

: programmmg is an accurate barometer of the

combetltlve position of any neétwork-affiliated

station, and the following tabl findicates our -

strong news positioni in each mn}rket

o]

c..

o [ d
) RS 4 No. of ;/ i, News. i,
Lo * commercial programrank-
Station . stationd’ Early.:  Latec
- and markety. —'i ) inmarket - evening evening
WABC-TV - A g 1T 2D
4 (New York) o, S
KABC-TV & o8 - 1 1
(Los Angeles) s
WLS-TV i 1 = 2
{Chicago) 5 ‘ ¢
WPVILTV 6 1 1 B
(Philadelphia). _ g
KGO-TV LT 1 1(T)
' {San Francisco) *z
KTRK-TV ° « 6 1 1
(Houston)
WIVD 5.+ 2 2
. (Durham—Ralelgh)
'KFSN-TV -6 i 1
(Fresno) =

‘Source: Niélsen, November 1985 except KGO-TV and
KFSN-TV which are Alrbltron, Nwember 1985.

e

‘Qurradio stations again achieyed record
Jevenues a1 operating i income in 1985.
WJR-AM (Det rmt) continued‘itsfirst-place

G

i
.dominance in. audlence share,gé:s aresult |

of the station’s unique mix of personahty,
and sports programmmg ‘KSCS-FM (Fort
Worth-Dallas), théinBsvator of the
“continuons country” format (more music and
fewer commercials), 1mproved its overall. fall
1985 Arbitron audle'lce Share by more than
30 percent over the similar period in 1984.

_ Cotipled with WBAP- AM KSCS-FM gives the
- Company an effective co\mtry ‘combination for

. adverflsers who wish to reach the valued 25-54
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adult demographic age gr’oup m the rapidly

"= growing Fort Worth-Dallas market:

On July 9, 1985, Capital Cities acquired

WPLO-AM in Atlanta. ‘This station, like our . |

well-established statioh‘serving the:Atlanta
ma'rket@WKID(;FM, also features a country:

.'~.-a C D

o

rausic forinat. A substantial capltal
investment was made to relocate anid upgrade

* the WPLO-AM transmitter facility. We expect
that combining the operations of these tvio.
stations will produce significant efficiencies .-
and substantial returns on.our i‘pve??tment. :

To cémply with FCC regulations, five of our
radio stations were sold on January 2, 1986,
just prior to the compfetlon of the acquisition of
ABC. WPAT-AM/FM {Paterson, New Jersey—
' servmg ‘inetropolitan New York), the pioneer
stations in easy listening music - which were
acqulred by Capital Cities i in 1961, were sold
to'Park Communications, Inc: KZLA-FM,
acquired in 1966, was pal’ted with KLAC. AM

~\.in 1954.. The new Los Angeles combination,
.t_.¢” which enjoyed a very satisfactory first year

-in 1985, was soid to Malrite Communications
Group, Inc. -WKBW-AM (Buffalo), another
25-year member of our radio group, was
purchased by Price Communications
Corporation. In addition, ABC sold three radio
stations: KSRR-FM (Houston) to Malrite
Coiamunications; KTKS-FM (Denton, Texas)
to Gannett C"é’“'lnc and WRIF-FM (Detroit)
to Silver Star Commumcatmns-Detrmt Inc.,

a mmonty-owned company.

Of the nine Cradlo stations acquired as-a result
of the ABC merger, seven (AM and FM stations
in New York, Los Angeles, and Chicago; and an
AM station in San Francisco) are subject to
temporary 18-month FCC waivers and must

- | Broadcasting D?vigion .

Net Revenues X

: Ten-year campounded
smumm growth rate: 13%
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BC) KGO-AM*

“  be sold by the end of this time period. The
Company sought the deferral:so that we could
carefully study the relationship between these
radio stations and the ABC Radio Networks.

" The stationg in the Capital Cities/ABC Radio
Stations gro:p at the present time are shown,
in the fo]lowmg table: 2

< : 1985
9 . Metro
papulation
{age12or
older)

Market
rank

Station o
-and market.

WABC-AM*/WPLJ.FM*

~ §New York) @\\

KABC-AM*/KLOS-EM*
(Los Angeles)

. WLS-AM*/WYTZ-FM*
{Chicago)

14,613,900
8,303, 600
6,567, 400

(San Francisco) -
. WJR-AM/WHYT-FM

(Detrmt)
WMALAMWRQX-FM *

« {Washington, D.C.)
WMP»,MGS-FM

(Fort Worth:Dallas)
WPLO-AM/WKHX-FM

{Atlanta) N .
WPRO-AM/WPRO:- rFM 26

(Providercéy ™, , = ‘

Source: Arbitron 1985 Metro Populatwn. Rankmgs
*Subject to18-morith temporary FCC waiver. __“

3,564,900
2,854,300

1,223,300

., o Current FCC regulations allow ownership of a

maximum of twelve AM and twelve FM radio
¢ stations. We believe that radio, an efficient and

o=
t =@

| Broadt.astlnnglsmn !
.LOperatmg gncome L8

d o = Ten-year compounded
' & Mitlions growthrate: 14%
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umversal medium, will continue to grow and

remain an excellent business for the futuré,
and we hope to replace the radio stations
~ which must be sold.

The acquisition has also added to our radio

~ group the seven ABC Radio Networks, which

provide a variety of news, music, sporti’and
talk programming. A major asset of theradio
networks is Paul Harvey, who continues to be
the most popular national radio personality
by a wide margin. Recent audience surveys
indicate that during an average week the
ABC Radio Networks cck mbine to reach over
89,000,000 people 12 years of age and older, or

46 percent of that populaiaon The ABC Radio

Networks are carried by o%r 1,900 affiliated
stations nationwide.

Public Affairs ©

~ Our s_ta‘tion!é continued to place great

emphasis in 1985 on serving their local
commiunities through various types of public
affairs programming and received many
awards during the year. For example, a
National CEBA (Communications Excellence
to Black Audiences) Award was presented to-
WPVIE-TV for @ documentary that chronicled -
a Phlladelphia doctor’s battles agamst social
1n_]ustlce -

KFSN-TV received a National Education
Associiition Award for the Advancementof
Learning through Broadcastlng for its Stay in

< School series of public service announcemerss.

Other issues covered by award-wmmng local
programming by our stations in 1985 ‘included:
missing and exploited children, the nghts of
workmg women, illegal immigration, local
govemment corruption, teenage drinking and
driving, and organ donation.

A documentary on cocaine abuse, High on
the Job, narrated by Stacy Keach, achieved,
record station clearance for an. mdependently
produced documentary and was available to & -
98 percent of the television households in the

- United States. Urfortunately, this will be the

last pr@gi‘am for Capital Cities Television
Productiohs, our national public affairs
programming unit, ag it had to be disbanded
uprmr to the completmn of the merger to comply

<
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withi the FCC's network syndlcatlon and
financial interest rules.

o

. Capita] Citiés Television Productioris was.
reorganized in 1977 to-produce and distribute

. quality television programs deslgned to
lllumTﬁube important issues in unique ways.
Since 1977‘ under the able direction of Charles
Keller; we have telecast 67 dramasand
documentaries over-ad hoc netwo_rksr that
have averaged over 90 percent coverage of
nationwide television homes. This effort has.
earned numerous awards—mcludmg an _
Emmy and two Action for Children’s Television
awardc—and has been a source of pride ~

.throughout the Company.” We fully intend to
continue our commitment to publlc affairsand
famlly programming through other avenues
in the future.

We wish to thank the many employees at the
divested properties for their dedicated and
invaluable service to their communities and to -
Capltal Cities. We wish these employees and
the new owners much success, and We are
confident that they will continue the fine
traditions that'have been established.
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Publishing Division”
0 . P O

Capital Cities’ Publishing Division revenues
in 1985 were $642,583,000, up 9 percent from
1984, and operating income of $138,512,000

- increased 4 percent from the previous year,
Much of the revenue increase was due to recent

4 acquisitions. On a pro forma basis, revenues

and operating incomie were up 3 percent and

. 4 percentyrespectively. :

+  Theincreases in revenues and operatlng
income were much more modest in. 1985 than
the Division had recorded for the past several
years, Alow inflationary environment was
reflected in the revenue gains at the major
newspapers. In addition, many of the
specialized publications were adversely -

- affected by downturns in the market segments
they represent.

Last year’s Annual Report indicated that
expense management in 1985 would be

tha most important task confronting our
publishers and managers. The performance in

expenses, excluding recent acquisitions and

i disposals, increased only 3 percent. Continued
diligence in 1986 will be mandatory, as
relative revenue softness.is expected to
continue,

Acquisition activity was down considerdbly
in 1985. Nickel Ads, in Portland, Oregon,
and Nickel Nik in Spokane Washington, were
purchased during the second half of the

year. These free-distribution advertising -

. | Publisliing Division. #
| Net Revenues '

Ten-year compounded
$ Millions growth rate: 22%
650 T
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this area was excellent, as Publishing Division

R

‘publications complement Little Nickel Want Ads
in Seattle, Washington, purchased in 1983.

| The recently completed acquisition of ABC

required the sale of The Daily Register in

\ Shrewsbury, New Jersey, and the nearby

' twice-weekly Ocean County Reporter. =

These newspapers were sold in August 1985
to Price Communications Corporation.

Effective with the acquisition, ABC :
Publishing has heen  added to the Publishing
Division. On a cor Dined basis (including:
ABC), in 1985. the total Division would have

income of over $170,000,000, and about 9,100

employees. Under the able leadership of its
President, Robert G. Burton, ABC Publishing
includes a number of operating units which-
publish more than one hundred magazines
and boek titles monthly and release more than -
twenty-five records annually. The units
include: Chilton Company; Word, Inc.; ABC
Consumer Magazines; Hitchicock Publishing
Company;- ABC Publishing Agricultural
Group; Nils Publishing Company; and Los
Angeles magazine.

Specialized Publications

~ Fairchild Publications, which includes all

- of the Company’s specialized and business
pubhcat:ons other than Instuutwml Investor
and electronic database publishing, achieved
onily slight revenue gains in 1985, which were
more than offset by expense increases,
resulting in a decline in operatmg income

of nearly 6 percent. :

Most of the industries served by Fairchild
ultlmately attract other publications which
seek out narrow, vertical niches within each
market. Although these publications have

= limited potential, they compéte vigorously for

« the available advertising dollars and in the
_ aggregate pose a considerable challenge to
Fairchild to malntam and expand market

shares,

This continuing competitive pressure,
abatement of inflafion, and less-than-robust
retail markets, combined with significant

* reductions in fabric and fiber advertising

expenditures, adversely affected most of the

=3
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had revenues of about $960,000,000, opérating
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retail/merchandiSing publications. A large
number of néw publishing preducts were
introduced during the year, particularly by
Womnen’s Wear Daily, to maintain share. These
efforts were successful revenue producers,

.but the expenses of producmg them eroded

margins..

HFT and Entrée ran counter to .th_e trend,

Supernw.rket News also improved its profit
performance on essentlally flat revenues.

W’s advertising pages increased modestly in
1985, as did its revenues and profits—a good
performance versus mest of its competition.
M's circulation grew according to plan,
reaching 135,000 by the end of 1985. .

s
The magazine’s advertising and circulation
revenues increased, and operating losses were
reducedin 1985.

Industrial group results were also mixed in .

_with substantial gains in revenueg and profits.

1985. Electronic News reflected the depressed :

state of the electronics industry, with
substantial declines in revenues and profits.
MIS Week, aless mature publication serving

. the information and communications -

industries, registered significant gains in
revenues and profits despite some softness in
its markets. Multichannel News consolidated,
its position as the leading cable television
publication; with modest revenue and profit

_gains despite a lackluster year for the market.

American Metal Market showed a profit
improvement on flat revenues. Metal Center
News, benefiting from the continuing rise
in the amount of steel being sold via service
centers, achieved another record year of
revenues. and profits. :

o

The Internatlonal Medical News Group
declined somewhat in revenues and profits,
reflecting reduced pharmaceutical advertising
activity in 1985; however, market share was

- maintained, The Ameritan Traveler Group
 maintained its 1984 profit performance on

essentially flat revenues. #

Institutional Investor, Inc., which was
acquired in August 1984, publishes
Institutional Investor and a number of
financial newsietters, and also conducts

. sponsored conferences. Revenues, operating

N

.

(5]

" income and margins were all at record levels

in 1985, Institutional Investor received the
1985 Overseas Press Club Award for best
business reporting in magazines and books.

Becurities Data Company, which provides
on-line information from four databases to

the investment banking community, had a
profitable year. In 1985, we continued to add
to our investment in Videolog, an electronic
database publisher. In its first full year of
operation, the customer base grew to over
3,000 users representing over 1,000 electronics
compames and contmued growth is expected
in 1986.

Newspapers s

Newspaper revenues (excluding dlsposﬂ:mns)
increased 5'percent in 1985 to $334,532,000.
Classified and preprinted insert revenues
accounted for all of the increase, as local © ©
display revenues were flat and national .
advertising was down. Attention to expenses,
aided by softness in newsprint prices, held

~ expense increases to less than 4 percent, so

that operating income of the newspapers rose
more than 8 percent.

At The Kansas City Star/Times, revenues '
were up.modestly, as was operating income.
Circulation levels continued to decline

somewhat. The year-end circulation of both-

the mormng and evening papers-was down
abou?3 percent, and the Sunday Star was off

¥
{ Publishing Division
Operating Income S
" Ten-year compounded

$ Mlllmna _ growth rate; 23%
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lessthan 1 percéi‘lt(l-flt'om the year-earlier level.

The Star introduced four new sections in 1985,
‘adding a science-health. section, a home
. section, and two-weekly. suburban seciions. In

addition, the Star expanded its Sunday/Forum
section by 50 percont The morning Times -
underwent & ma_]or redes:gn and expanded its

) IIEWS coveragn

In Novembelf 1984-,: the Misg‘ouri appellate
court decided in Robert S. Miskimen et al. vs.

The Kansas City Star Company, et al. that the -

SStar. Company could not terminate its present
('arner contracts without cause. The carriers
_arenow asserting several liability theories

* against the Star Company and Capital Cities
in support of their claims that the 1977

. -announcement by the Star Company of its
., intention to change its newspaper distribution

system destroyed the values of their
newspaper delivery routes. Trial of these
claims is currently scheduled to commence in
1986. Detailed-zzplanations of this and
other related proceedings are. contained in
Item 3, Legal Proceedings, of the Company’s
Form 10-K, which is 1ncIuded e]sewhere in
this report.

Il

Revenue and expense increases 5t the Fort
Worth Star- Tblegram were the lowest in years.
Operating income, margins and circulation
levels hit newrecords, and Sunday paid
circulation passed the 300, 000 mark before
year-end

The newspaper was awarded the coveted
Pulijtzer Prize gold medal for Meritorious
Public Service for a series of articles apout
locally-produced helicopters in which's
nuinber of military deaths occurred. The
investigation and resulting controversy drew

‘national attention, and the military has taken .

action to fund safety changes in the aircraft.

The Star-Telegram’s new printing ‘and
distribution center project is on schedule and
aunder budget. Three more press units.have
been ordered, bringing to 42 the number of
offset units being installed. s

The project has had an unusual degree of
involvement by employees from the operating
departments. The resulting feeling of
“ownership,” combined with extensive

CAPITAL CITIE
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training, is expected to ensure a successful
launch of the new facility.

The Company’s other daily and weekly
newspaper operations-all reported improved
»operating results in 1985, paid circulation
contmued togrow,and a number of awards
for editorial excellence were received.

* The Oakland Press (Pontiac, Michigan) had -
 record profits, largely as a result of robust

gains in classified advertising. Construction
was completed on'a new distribution facility
to handle higher volumes of preprinted
adverhsmg inserts.

*The Belleuzlle News-Democrat (Belleville,
Hlinois) again achieved record revenues and
profits. ‘A new circulation information
system enabled the newspaper to initiate
a mailed, total-market-coverage product
. to reach nonsubscribers.

» The Times Leader (Wilkes-Barre, °
Pennsylvania) continued to decrease losses,
increase circulation and improve its
dominant market share in advertising.
Advertising and circulation revenues
increased 10 peréent and 13 percent,
_respectively,

s 7

» The Democrat- Herald group in Oregon had
shghtly increased revenues and operating
income. The newspapers continue to be
adversely affectad by the soft timber-based
Oregon economy.

*:Shore Line Newspapers (southern
Connecticut and Rhode Island) had another -
record year. The group now consists of 19
publications with cn‘culatlon of about 200,000.

Shopping Guldes .

Results at Sutton Industries, Inc., which
was acquired in March 1984, were somewhat
disappointing, as operating income was ©

~ relatively flat in 1985. Sutton publlshes and

distributes direct-mail shopping guides to °
approximately 1,300,000 homes weekly in
southern Orange County, San Diego County,
Palm Springs, Sacramento and Stockton,

.California, Pennypower Shopping News, with
' operations in Wichita and Topeka, Kansas,

and in Springfield, Missouri, had a record year.

W
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Financial Overview
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Management’s Discussion and
Analysis of Results of Operations
and Financial Condition
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“Resuits of Operations—
- 1985 Compared to 1984

“Net revenues in 1985 increased $81,158,000; to
$1,020,880,000, or 9% over the $939,722,00C -
reported in 1984. Broadcasting Division
revenues were up 8%, or $21,869,000, with
radiq_operations showingthe larger percentage
gain. Excluding a 1984 television acquisition,
Broadcasting: Division revenues were up 5%.
Cable Television Division revenues increased

1%, due primarily to the growth in the

“number of basic subscribers and higher

~==gvarage monthly rates. Publishing Division

revenues increased $50,967,000, or 9%,

* principally as a result of higher advertising
rates, and the effect of 1984 and 1985
acquisitions and start-ups. Excluding these
acquisitions and start-ups, Publishing

. Division revenues increased 3%, with
newspaper hnage remaining flat and
specialized publications linage decreasing 7%.

~ Total costs and expenses for 1985 were up

$71,169,000, or 11%, over 1984. Expenses for
the Broadcasting Division were up $17,743,000,
or 14%, partially due to a 1984 television
acquisition. Excludmg this acqulsmon, B
. Broadcasting Division expenses were
up 8%, reflecting higher programming-
and news costs, and increased selling and
administrative expenses. Cable Television
costs increased 8%, reflecting higher
depreciation expense and variable costs
‘associated with unit growth. Publishing
Division costs increased $45,634,000, or
-10%, primarily.as a result of 1984 and 1985
acquisitions and start-ups, Excluding these
acquisitions and start-ups, Publishing
Division costs increased oniy 3%. -

Operatmg income for 1985 increased. 4% to

- $277,501,000 from the $267,512,000 reported .
in 1984, with the Broadeasting and Pubhshmg k
._Dwxsmns reporting gains of 3% and 4%, :

respectively. Operating income for the Cable

' Television Division increased $2,662,000.

RO

L
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Net financial expense (interest expense less
interest income) for 1985 increased $3,896,000
compared to 1984, principally reflecting lower
short-term interest rates in 1985. Interest of*
$4,554,000 and $1,248,000 was capitalized

<in 1985 and 1984, respectively. During 1985,

the Company 1ssued $500,000,000 of long-
term debt in connection with the acquisition
of Aimerican Broadcastmg Companies, Inc.,
(see Note 5 to the Consolidated Financial
Statements). In connection with this debt,
related interest expense of $19,787,500,

and interest income of $13,969,500 easyned

from the investment of these borrowings,

- were deferred as acquisition costs.

The Company’s effective tax rate was 48. 6%
in 1985 and 49.7% in 1984.

“Consolidated income before extraordmary

gain for 1985 of $142,222,000 was up

* $7,029,000, or 5%, While income per share

before extraordmary gain of $10.87 increased
$0.47, or 5%. The sale of the Company's
investment in St. Regis Corporation in

- 1984 resulted in an extraordinary gain of

$7,585,000, net of taxes, or $0.58 per share.

'The effect of the amortization of all intangible

assets of the Company was to reduce income
per share by $1.51 in 1985, as compared to

1 8t 07 in 1984.
Opei'afing Income
I ‘"L - Ten-year compounded
'sM:llmns grawth rate: 18%
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start- -ups, Publishing Division revenues

BN

Recentiy conqi:p]eted acquisitions (primarily”
Institutional Investor and WFTS-TV) and
costs related to the acquisition of ABC had a
combined effect of reducing 1985 earnings by
approximately $7,800,000; ¢ $0.60 per share.
Also in connection with the ABC acquisition,
the Compan)_r sold its New Jersey newspaper
operations in 1985, vesulting in a gain of
$800,000, or $0 06 per share.

On January 3, 1986 the C'ampany acquired
American Broadcastmg Companies, ’Inc and
was required to dlvest itself. "of cértain
operating propertles in order to comply with
regulations of the Federal Communications
Commission. For additional information
concerning the acquisition and related
divestitures see Note 4 to the Consohdated
Financial Statements. Cen -

=

Results of Operations—
1984 Compared to 1983

Net revenues in 1984 increased $177,427,000 to
$939,722,000, or 23% over the $762,295,000
reported in 1983. Broadcasting Division
revenues were up 15%, or $36,094,000, with
television and radio operations showing
comparable gains over 1983, principally
reflecting increased demand for advertising
time during the year. The Cable Television
Division revenues increased $9,227,000,

or 14%, due primarily to the growth in the -
number of basi¢ subscribers and premium
units and higher average monthly rates.
Publishing Division revenues were up
-$132,106,000, or 29%, mainly as a result of
higher advertising rates, increased linage and
the effect of 1983 and 1984 acquisitions and
start-ups. Excluding these acquisitions and

increased 15%, with specialized publications
and newspapers each reporting gains of
15%. Linage for the specialized publications
and newspapers increased 2% and 10%,
respectively.

Total costs and expenses for 1984 were up
$130,279,000, or 24%, over 1983. Expenses for
the .Broadcastiﬁg Division were up $17,101,000,
or 15%, as a result of higher television
programming and news costs and increased

cAPITAL CI'TVLYES
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selling and administrative expenses. “Cable
Television costs were up $8,734,000, or 13%,
reflecting higher depreciation expense and
increased variable costs associated with
rate and unit growth. Publishing Division
expenses were up $102,961,000, or 29% over
1983, partially as a result of 1983 and 1984
acquisitions and start-ups. Excluding these
acquisitions and start-ups, Publishing
Division expenses increased 13% due to
higher selling; administrative, circulation
and editorial costs as well as mcreased
newsprint volume.

Operating income for 1984 rose 21% to
$267,512,000 from the $220,364,000 reported
in 1983, with publishing and _broadcast_ing
operations showing gains of 28% and 15%,
:c\'spectlvely Operating income for tiie Cable
Telev1smn Division increased $493,000.

Net tmanclal income (interest income less
interest expense) for 1984 decreased

“$1.594, 000 compared to 1983, due primarily

toa decrease in short-term- interest rates.

.Interest of $1,248;000 and $1,320,000 was
' -capltahzed in 1984 and 1983, respectively.

The Company’s effective tax vate was 49.7 %
in 1984 and 48.9% in 1933.

Consolidated income before extraordmary
gain/for 1984 "of $135,193, GOO was up®
$20,489,000, or 18%, while ificome per share
before'extraordinary gain of $10.40, increased
$1.87, or 22%. Income before extraordinary

Income Per Share = -+ ®-

Before Extraordinary Gain =~
' Ten -year compounded .

$ > : gﬂmth rate: 21%
'1‘2.”5“1'1“[F ] ] { _
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" as compared to'$0.72 in 1983. The sale of -

" the Company, see Note 15 to the Consolidated

" relatively conistant since 1974, with periodic

from acquisitions and start-up activity. .

substantlally different in the futtire,

gain for 1984 includes the earnings of new
operating properties from their respective
dates of acquisition. These earnings, offset
by related acquisition:financing expense, the
amortization of intangible assets, and net of
related income taxes, resuited in a reduction
in 1984 income per share of approximately
$0.16. The effect of the amortization of all
intangible assets of the Company was to
reduce income per share by $1.07 in 1984

the Company’s investmient in St. Regis
Corporation shares in 1984 resulted in an
extraordinary gain of $7,585,000, net of
taxes, or $0.58 per share.

Impact of Inflation

o

For information on the impact of inflation on:
Financial Statements.

Return on Revenue

Return on révenue, expressed as the
percentage relationship of net income before

extraordinary gain to net revenues, was 13.9%~)

for 1985, compared to 14.4% for 1984. The
Company’s return on revenue has remained -

minor downturns such as in 1985, resulting

As aresult of the acquisition of ABC, the
nature of the Company’s operations will be

Return on Revenue

Percent : . : L ) »
35T T S—

75 76 77° 78 79 80 81 82 83 84 B85

“ and the retrn on fevenue is expected to drop

o,

significantly in 1986,
Available Cash Flow

. Available cash flow is defined as cash from ) Q |

operations, less amounts teinvested in such .-
operatlons for capital expendltures In.1985,
the Company’s available cash flow amounted
to $147,912,000, representing an incredse of
$5,178,000, or 4%, over the $142, 734 000"
reported in 1984. '

Unlike'most industrial compames the ‘
Company generally has not required that large o
amounts of capital be reinvested each year in

physical assets and inventories to maintain o

the same level of productlon or operations.

However; in 1984, the Company béegan-a major

capital project of approxlmately $80,000,000,

which will move all Fort Worth Star-Telegram
printing and distribution functions to a new
productlon facﬂlty by late 1986.

~ The Company’s avallable cash flows have
hlstoncally been almost equal to or higher
than reported net income. The continued
_generation of such available cash flow has

* allowed the Company. to make selective

_acquisitions, invest in new business start-ups,
‘reduce debt and; when deemied appropriate,
repurchase its common stock. The continued
judicious employment of available cash flow
should enhance the Con']spany s future growth
in earnmgs ‘and stockhilders’ equity and
enable it to reduce outstanding debt.

Available Cash Flow
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The available cash flow for 1985 of

$147912,000, increased by $493,329,000
from the issuance of long-term debt and
$22,884,000 from other sources, resulted in
total funds of $664, 125,000. These funds

- provided $53,000,000 for the acquisition of an .

option to-.purchase 5.3 million shares of ABC
stock, $51,109,000 for acquisitions of operating
properties, $27,556,000 for other applications
and resulted in an increase of $532,460,000 i in

- cash and cash investments. Substantiaily a aIl

the Company’s cash and cash investments”
were used to finance the acquisition of ABC
1n January 1986

Capltalf Expenditures and
Programming Commitments

% . .
In 1985, capital expenditures amounted

to $75,384,000, a 40% increase from the
$53,866,000 spent in 1984. The largest -
portion of 1985 capital spending was in

the Publishing Division, where a total of
$45,869,000 was spent, approximately two-
thirds of which was for continued spending
on the new production facility for the Fort
Worth Star-Telegram. In the Cable Television
Division, a total of $17,956,000 was spent.

for extensions, upgrades, rebuilds and

. improvements of the cable television systems.

The Company, including ABC, anticipates"
1986 capital expenditures w1il be
$150,000,000 to $200,000,000.

| CapitalExpenditures
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As the operator of a major television network
and eight affiliated television stations,

the Company will continue to enter into
programming comnmitments to purchase the
broadcast rights to variousdeature films,
sports events and other progiamming.

Total commitments to puﬁ:‘hﬁse broadcast
programming approximated $1.8 billion at
the end of 1985. This amount is substantially
payable over the next five years. The Company
plans to fund its operations and commitments ~

- from internally generated funds-and, if

needed, from the various external sources
of funds which are available.
Capital Structure

The Company’s capital structure is made
up of four components: stockholders’ equity,

interest-bearing debt, minority interest'und

deferred income taxes.

Stockholders’ equity amounted to
$889,260,000.at December 31, 1985, an
increase of $154,805,000 from the 1984
year-end total of $734,455,000.

At December 31, 1985, total interest-bearing
debt was $714,298,000, an increase of*
$491,303,000 from 1984. Of the total interest-
bearing debt outstanding at December 31,
1985, $300,000,000 is represented by 11.625%
debentures due 2015, $200,000,000 is
represented by 10.50% notes due 1997, and
$200,000,000 is represented by 11.75%
subordinated debentures due 2013. Interest-
bearing debt also includes $14,298,000 in
other notes payable, primarily to former
owners of acquired companies. The interest
rates on these other notes are generally ﬁxed,
and average approximately 11%. In addition,
subsequent to the end of the year, the
Company issued additional debt to finance
the acquisition of ABC (see Note 5 tothe
Consolidated Financial Statements).

At December 31, 1985, deferred income:
taxes amounted to $41,144,000 and minority
interest in the Company’s consolidated
subsidiaries was $203,000.

5o
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The Company’s ratio of debt to total capital
at Decembér 31, for the last five years was as

follows: : o
Debt to
total
» ) Total capital
' (Dof’@mmtllwns) " Debt capital ratio
19;.,5 o $714.3 $1,6449 . 43%
1984 $223.0 § 9974 22%
1983 $221.0 § 8838 25%
/1982 oo $ 484 $ 6191 8%
-‘1981 $1024 $ 5710 18%

The Company’s debt to total capital ratio

_at December 31, 1985, increased to 43%,

- which primarily reflects the issuance of
$500,000,000 of long-term debt to finance
the acquisition of ABC. The Company
anticipates that subsequent to the.
acquisition of ABC and upon completion of
all required dlvestﬂ:ures, its debt to equlty

~ratio will be slightly below 50%.

Return on Equc'ini):y

Return on equity is an important
measurement of the effectiveness with which
the stockholders’ equity is:hbeing employed. It
is expressed as the percentage relationship
that net income (before extraordinary gain)
bears to average stockholders’ equity. The
Company’s return on equity was 17.5% and
19.9% in 1985 and 1984, respectively. The
Company’s return on equity has benefited

. Return on Average
|'Stockholders’ Equlty

N\

4

botltlafro'm the historical ability to finance its

growth from internally generated capital and- :

debt rather than new equity capital, and from
its program of repurchasing its common@tock
over recent years. In 1985, modest growth in

" earnings combined with minimal

repurchases of the Company’s commion stock
resulted in a decrease i in the return from
recent levels

Return on Operating Capital

Another appropriate measure of
management performance is the rate of

. return on operating capital. The Company

believes that this return is as important a .
measure of the profitability of a business as
is return on equity.

This calculation removes from total capital,
as previously defined, the nonoperating
assets (short-term cash investments and
other assets) and from the return, the
aftertax income associaled with these assets.

The table below indicates the Company’s
return on average operating capltal for the
last ﬁve years:

Average Rate
operatmr/ o : of

- (Dollars in millions)  capital Return  return
1985 $775/2  $1426 18.4%
1984 $667.3 "$1345 2045%
1983 - - $568.2 $1126 19.8%

- 1982 $537.7 $-986 18.3%
1981 o $449.8 & 827 1B4%

AF .‘-3
:M #
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- Financigl Summary 1975-1985 -

$144

o b
; N - 4 . 2 ."“-l":-.‘
L &t
v .‘.75”‘:%.(\ 0 *
! : o ‘ix.
& (Dollars in thousands except per share data) . - o A
Ty 0y o °’ 1985 . 1984 1983
RESULTSFORTHEYEAR .~ . ’ a
Netrevenues el A ' ' ? B
. Broadcasting ...... ....... ?V B $ 293,717 $ 271848 $ £35,754
; ‘Cable Television ............... O vereveriareearaenanes 84,580 76,258 67,031 .
Publishing ............. reerer e a e re s abt e neene s _ 642,583 591,616 459,510~
Total ..oooieiiiiiiiiiiiieeieiiiiieeeseiiiinensioineeenenes 1,020,880 939,722 ~ 762,295
Operating income (loss) : 8
Broadcasting .................... U T SN .. 3 145,764 $ 141,638  § 122,645
Cable Television ............cccoeeeuyiennn.. B . 5,206 2,544 o 2,051
Publishing ...........cc.e...... s Beennrnn . 138,512 133,179 104,034
Income from operatlons ......................... e C e 289,482 = 277,361 : 22_8,'?30
° General corporate expense .................c.o.... eieneans 11,981 5. . 9849 © 8,366
Total .....0......coeonen... eeieririereinseeeennes 277,501 P o 267,512 220,364
Net income (a} .............. NS SO e R $ 142222 2§ .1'35 193 $. 114,704
Net income per share (a) (b) ....... GO Faitertreereesneeans Y $10.87 . - ° *$10. 40 $8.53
Cash dividends declared per common share (b) ...... e $020 $ 0.20 ° . $0.20
Average shares (000’s omitted) (b} .... Z e e e 13,080 -~ - 1__3 000 13,455
Return on average stockholders’ equity (¢} .............0...... ’ - 17.5% o 19.9% 19.6%
MAJOR CHANGES IN FINANCIAf POSITION : e '
Cash provided s ° '
Operations e ———— reeeaeas PO .§ 223, 296 $ 196,600 $ 169,363
* Increase in long-term debt .........5....... renenniienneeenes - 493,329 18,065 202,527
Disposition of interest in operatmg propertles .......... e . 7,222 i 5,000 3,200
i - Cash applied. e ° : o o - o
¢ Acquisitions of operiting propertles Y B, $ 51,109 $ 146,843 $ 22,016
* Purchase of common stock for- treasury AL - eneee. ® 484 46,135 43,619
Capital expenditures :............ PRI ¢ 75,384 . 53 866 z 47,595
Reduction of long-term debt .........%..... STT merara et 7','872"?\\ 16,030 32,766
« - wx Dividendson common stock .......ooieele... P @ 2,595 . 2,570 2,656
- ATYEAR-END R &r T .
Working capital .......... e e - $ 830,986 $ 240,985  $ 265,847
. Total assets .......... e ity e eeenreias 1 884,931 1,208;172 1,052,012
e ‘Long-termdebt ................c..... preenraesriensaian eeeneeas 714,298> - 222,995 220,960
Stockholders’ equity .............o.ooisee L 889,260 * 734,455 625,255
Number of shares outstanding (000’s omltted) ) oo © . 12,998 12,867 213,103
Closing market price of common stock (b) ............... feeees $224Y, $164% . .
'Pnce range of common stock (b} »................ e reereeeeann 5152’/4-229 $12312-174V $1 143/ 1571/2

$3,320,000 ($.22 per share) in 1977,
(b) All per 'share information has been adjusted for the two-for-one stock split in 1978.
() Income hefore extraordinary items dx\'}ded by average stockholders' equity.

@

(a) Income before extraordirary gains of $7,585, 000 ($.58 per share) in 1984 $2,430,000 ($.18 per share) in 1980 and:
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1982 1981 _ 1980 1979 1978 1977 1976 © 1975
‘ = : _ — - -
E‘j PO o .
$220,996 ~ $193,063  $166980  $151,327  $133360  $112,522 $104,307 $ 86,820
. 53,302¢ 21435 30 o . _
389,282 359,286 305,098 263,563 234,116 193,624 107,860 88,066
663,580 573,784 472,108 . 54,890 367,476 306,146 212,167 174,886
| $116,228  $102,230  $ §7925  $ 80,319  $ 70,080  § 56,757 §$ 56,277. $ 39,184
: - 1,678 (3,09¢) (2,531) ; L |
79,0105 _ 67,520 58,186  _ 50,668 ° _ 48,781 43,681 25,592 (117,699
196,917 1663654 143,580° 130,987 118,861 100,438 75,869 56,883
7,128 7468 6,205 5,334 4,563 3,673 2,826 2,748
189,788 " 159,186 137,375 125,653 114,298 96,765 _° 173,043 '54 135
'$ 96,317 - $ 80,518  $ 70,783  $ 63,758  $ 54,033  $ 43,234 $ 35,620 25,402
$7.25 $6.12 © ($5.38 $4.68 $3.80 $2.91 $230 5?64
° $0.20 $0.20 $0.20 $0.20 $0.175 $0.10 $0.10 $0.025 °.
13,280 . 13,150 13,165 ©13,615 14,220 14,852 15,478 15,466
'19.5% 20.1% - 21.5%- 22.9% 21.8% 19.4% 17.9%. 14.4%
o - a N [ -
$137,529 ¢ $108,208  $ 86,580  § 77,888 766,811  § 53,763 $ 43,309 $ 32,098
1,944 111,640 3,834 1,900 / 2,696 -+ 90,628 -
@ 43,808 . o4 15,526 14,389
Teoggn A UF & : q e " ) . ar g
- $ 21,588 $157,128 . $ 32308 .. °$ 10,017  $132,159 $ 6500 _ |
¢ - 576 125 14,753  $ 24,736 31,097 17,111 14,858 © .
© ~AP5T,651 48,634 23,611 187178 16,314 8,209 - 4,049 $ 5546
o~ 55,867 67,935 23,122, - 26,928 +25,970 23,775 ¢ 16,275 11,663
. 2627 2,603 *2,573 2,669 2,438 . 1,467 .1,524 334\\=
e — .
$ 16,353 $ 4,288 o $ 35, 403 »  $ 34428 § /;.s 980 § 38,058 § 34,547
776,013 697,620 519,958 © 473,134 444,797 v\ 328,522 315,128 -
48,449 - £102,372 58,667 77,955 102,983 126257 59404 75,679 -
‘544,267 443,822 359,081 298,497 259,691 236,834 208,501 188,921
13,180 13,025 12,902 13058 13514 14,212 -+ 14,832 15,374
$119% $73% $58% - $48% - $39% 930 $28Y4 $21% -
. _$64%-136%: $56%:80%  $40-72  $36%-49% -$27%-47%  $22Vs- $11-21%

302 $21%-28Y4




“Consolidated Statement of Income :
R _
= , @
Years ended December 31,1985, 1984 and 1983 o
{Dollars in thousands excep! per share amounts) _ ¢ 3 )
o s 1985 - 1984 1983
o Netrevenuest@.j?.;....;..; ........... pssemnassanaions Mot Ereentoesoeienenaane s, 020,880 $939,722 ' $762,295
n 5 & ) n;:" N ’ .
.. Costsandexpenses - .~ =T o T _
«* . Direct operating expenses. ;«....... Feseraversrescaritasssesnsnosns 428,992 - 388,110 311,788
: Selling, general and administrative ..... ceteiesesisstannsesssatens PR 256,687 232,383 189,870
“Depreciation . c...covuinierrieiiieneiinniesiiinionend L SO . 37,990 34,084 28,099
Amortlzatmn of intangible assets ......................................... 8] 18,710 7 17,633 12,174
. - A ; 743,379 672,210 541,931
Operatmglncome ............ reeebeseseesenenes Zivnraens beevresensasbalannrein 277,501 267,512 220,364
’ Othen»income (expense) _ ' o
Interest eXpense ......ccceviiiiaenriivoriancanien wreTneriatesrserenesrions {22;738) (27,161) (14,633)
Interestincome ...... ..o diiiiiiiiiiiiniiii e aaessennts - O 19,033 27,352 16418
Miscellazeous; net .............. U .S URPN. SU 3,026.- - 1,090- 2,355 -
e b _ (6719) - 1281 4,140
_"Income before income taxes. ......%.......... SR SO _ 276,822 268,793 224, 50&»
" Income taxes _ ' : o » . -
) Federal .04 .................. Sio 117,700 116,000 95_,800
) Statea.ndlocal.....s...'.....‘.--.....'..‘.;r:‘..:' wesnrsscsbedivransrsoanadh ls,m 17,600 14,000
i : _ ey e , 134,600 133,600 109,800
w  Incomébefore extraordinary gain ............eviiiiiimniiiiiiiiinininnnaenes 142,222 135,193 114,704
Eftraordin;grygain, net of taxes ..... ceeredleorearens SCTIRIRETRURPPOSSEPRRPES = 7,585 4 — — .
Netincome ........cccevivevnnnnnn.. vrveceennenes feaviaiees ereeininnnsnnnn ieee. $ 142,222 Q$142,778 $114,704
- Income pershaze @ © _ _ B )
. Before extraordinary gain .................. teessetseraureasinne cevsseenns . $10.87 $10.40 $8.53
o @ Extraordinary gain .......0 . ccoeoiiiiiiieiiniiiiiniinanaaat, O — .58 —
Net incoimie ....cveeeeeeeaeannnn. L < A1 PSPPI " $10.87 $1098 . $8.53
Cn . SR !?J —— — —_—
Averagesharesoutstandlng(OOO’s omnf”ted)a.............f..........._ ..... 13,080 ¢ 13,000 13,455
- See accompanying notes s : N
“ o N ¢ =
. w0 . ]
] - . o . o | .
| o e i .
e sy T o
I & “ s} &
8 o
o\ CAPYXTAL CETIES ABC. IX ? . o
\\“\\{:‘% | \\\ " - < 3 2 e Y Zr /5:3 .. o o
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Consolidated Statement of Changes in Fingncial Position

- d),. - = °
" Years ended December 31,1985, 1984 and - 1983 Y
i '(Dollars in 'housands) @ ; _
o 1985 1984 1983
Cash provided . "
Operations s
Income before extraordmary gam .................................... $142,222 $135,193 . $114,704
Depreciation .......cccoliveeiviirinisens Diiitieiiiiitiirasiareenans 37,990 ©.34,084 28,099
Amortization of intangible assets ........ccocivieininiiiiniiiien, 19,710 17,633 12,174
Other, net ........... 0y vretareesnnnraseenssesesassnsnnsasssantasnnnnses 23,374 . 9,690 14,386
Total cash frém operations .........c...coiiiniiiiiiiiiin, 223,296 196,600 169,363
Less capital expenditures. for operatmns ............................ __75,384 53,866 44418
Available cash flow from operations ..........cosisuniiininin. 147,912 142,? 34 124,945
Proceedsfron;iSSuance oflong-termdebt ........c.ceoeviiiiniene... 493,329 4,500 - 197_,2'500.
Common stock sold under employee stock plans .................... 15,662 15,127 12,559
. Disposition of interest in operating properties .............c..ccueue 7,222 5,000 .3,200
Long-term debt issued or assumed on acquisitions ................. : — 13,565 5,277
Proceeds from sale of investment in stock, net of taxes ............ . = 17,769 _ —
. L 664,125 198,695 343,231
Cash applied : e o _ “
Acquisitions of operating properties ..........ccoeeeeiiiiiiniie.. 51,109 146,843 . 22016
Acquisition of stock purchase option ............c..ciceiveenniieerions 53,000 - =
Purchase of common stock for treasury ..............o i 484 46,135 43,619
Changes in other working capital items, ...................ccoeL..l 3,960 1,747 13,320
Reduction of long-term debt ........... // ................ Cevsrensiiniies 1,872 16,030 32,766
Dividends ........cceuinenns wemasraraeanes enesrarersbrersraenes 2,595 2,570 2,656
Othermet .....oovvviiiiiiimiei rererneerrieranrine 12 645 20,851 (2,558)
4 o ’ 131,665 234,176 111,819
Increase (gecrease) in cash al"l__d cash investments .......cco.vevvsnnns 532,460 (35,481) = 231,412
Cash and cash investments
Beginningof period .......cciiiiiiiiiiiiiiiiiiiiiiiiiie e, 236,399 271,880 * 40,468 .
Endof period .....c.ciiiviriiiniiiiniiiisiiiiiniree e _376'8,'859- $236,399 $271,880
. =0 L,
See accompanying notes ° "
@
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Consolidated Balance Sheet

4]

Dacember 31, 1985 and 1984

g
R

¥

Py

4. CAPITAL CITIEGS/!ABC, INC .

o

(,Dollars in tlwusands) _ _ : _ _
Assets - _ _ 1985 1984
R Current assets _
CABM ..o ee s e et ettt e e e e $ 8031 % 7,737
Short-term cash- mvestments elenaes R S S, 760,828 228,662
Accounts and notes receivable (less allowance for doubtful accounts of
$67451n1985and$73691n1984)....;......,....:.-..-._.-; ......... 145,382 134,224 -
Inventories .......... et e te e rreean R S TN 9,791 10,744
Film contract nghts s § _ X . « 14,637 11,912
Stock purchase option™ ... .........oiiiiiiivei i e e 53,000 —_
s «»Othercurrent assets ........ T N SN B R P s 14,726, _ = 9,149
L Total current assets ........ .................. . SRS _— vt terenaeeren 1,006;395 402,428
Y T '
Property, plant and equipment, at cm-.-t a ; ' S
0 Yt L O U U PP - 22,726 21,941
Bulldmgs .............................................................................................. 77,419 74,716
0 Broadcastmg, prmtmg, cable televnslon and other equ:pment e ST 418, 347 343,750
| U 518,492 © 440,407 "
Less accumulated depreciation .:.i..............coeererns e ceieiviiee __ 200,596 _ 166,014
Property, plant and equipment, net .......... e eveaas OO __ 317,896 _ 274,393
- Intangible assets (net of accumulated amortlzatlon of $81, 003 in 1985 B S
and $61,497in1984) ................. R hrveverraais fraeenees 481,512 477,637
Other assets .......co.vvviiuniniiinneen. e eraniane. f oo ve v maease bt s e e et e an e arearn - 79,128 53,814
g $1,884,931 $1,208,172
See accompanying notes
A\ .
0
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‘Liabilities and Stockholders’ Equity 1985 1984
Current liabilities . S

Accounts payable .................... eraeeeaaieitenaean ey e geeseces B 31,663 $ 32, 433
Coa, Accrued compensation ........ e ey a e NS IION AP T 30,041 28,838
= Accrued interest ...... G e e Bevennennnss Cetrhreeseeranesavarerionsine 21,601 . 3,608

Accrued expenses and other current habll:i;les ,ff’. ......... P N 46,232 36,328 -
Film contracts ......cc.coverirnensieisnieineiionsennrnens Shessena e eeatnrrane et ens 15,342 14,252
Taxes on income ..........o0inn. i eenen eerrenas e Kerraereas e e reans -24,446 38,094
Long-term debt due Wlthm one year e D by e nihentrene 6,084 : 7,890_

- Total curient labilities ........ lerei e P e ceevirieie.., 195,409 161,443

a0 Lo ) B V . . . . : . . e o";

" Deferred compensation. ............... PN A - 29,897 22,495

. Deferred income taxes ..... e rreaaa I N e Seeanns RO Lo 41,144 0 25,537
: Unearned subscription revenue Cerreneenie e e re e nap e PR, 7 22,258 21,285
-~ Qther liabilities .......5...00 .o eiieenn.s e e renn U S ‘18,546 . ¢ 13,424 -
Long-termdebtdueafteroneyear O P P 708,214 215,105
Total ]rabllltles ................ B R ' 995,468 _ 453,289
- Minority mterest A 203 “1‘4',4{_2}8
~ Stockholders’ equlty : S S T 5 - -
Preferred stock ...............ccveenipniennsnen s et e b omnn eaas et snos T ed gpani - =
Common stock, $1 par value (80, 000 000 shares authorlzed) pee e rerrenn e e ranin 15,394 15,394
Addltlonalpald-mcapltal....,..-...‘.;...................................,..._..'.......,,.._ ..... 37,844 26,111
. 'Retamed ArNINGS ......ocuviisimvenan @l iesen LS 997,227 857,600 K
- : . 1,050,465 899,105 -
o Less common stock in treasury, at cost (2,395, 831 shares in 1985 and : g . : o
“ 2,526,305 sharesin1984) ........................ eaeeteaae eeraneas FTU SOPOR 161,206 164,650
' Total stockholders’ equltyg n ....... e 889,260 734,455
| -, 8 884,931 $1,20 208,172
'_ @ . , . ’ L R _
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', '-CQnsolidate_d Statement of Steckholgers" Equity
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. Years ended December 31, 1985 1984 and 1983
V(Dollars in thousands) ' C
L ~ Additional ;
i - Common paid-in  Retained Treasury -
K stock capital. . earnings stock\ . Total
;Balancenecemberal 1982 ..o, st 815394 $ 7431  §605,344 3 (83 902) §544,267
‘Netmcomefor1983.... ......... eeeins eibeesons .- — — 11_4,704 h — . 114,704
804,407 shares purchased for treasury....... - — — g — -(43,619) - (43,619)
- 103,201 shares issued under Employee Stock_ ' . L
~ PurchasePlan......................... OU ' —_ 4,249 — 2,663 6,912
.124,735 shares issued on exerciseof . = . - : R
employee stock options: ........ — 2,414 — ~.3,233 5,647 -y
Cashdividends............. e S — (2,656) — - {2,656) "
BalanceDecemberal 1983 .......... eveneereee. 15,394 ¢14,094 . 717,392 (121,625) 625,255 »
Net income for 1984, ..........corsrshorvens - — 142,778 — 142778 . -
_ 347,691 shares purchased for treasury — — —  (46,135) (46,135) :
* 56,088 shares issued under Employee Stock oo _ _
PurchasePlan:.............cocievivnennnss — 5,089 — # 1,627 6,616
55,462 sharesxssuedonexerclse of : Ll
employee stock options....... SO veriviaeas — 6,928 L —_ 1,583 8,511
Cashdlwdends....,.._.........§..............._.,.. — — (2,570) — _(2,570) -
.BalanceDecember31 1984 ........ 15,394 26,111 - 857,600 (164,650) 734,455
Netincome for 1985......... s SR — — 142,292 — 142222
©9 444sharespurchasedfortreasury R — —_— — (484) (484 - .
_ 58,314 shares issued under Employee Stock . a : _ S
i PurchasePlan......_........................_.. — 5,627 — 1,711 7,338
74,604 shares issued on-exercise of o . : o .
employee stock options........ heeiecaneeanas —_— 6,106 T 2,218 - 8,324
» Cashdividends......... Heeregesaianis viees —_— (2,595) __ — (2',595_) o
Balance December 31,1985........... .’ §15394 $37,844  $997,227  $(161,205)  $889,260
See accompanying notes
,\?{ﬁ = =
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1. Accounting Policies

- Principles ‘of Consolidation—The. consolidated
financial statements include the accounts of ail

“significant subsidiaries.

' Property, Plant and Equipment-Dépreciation—

Depreciation has generally been computed on the
straight-line method for financial accounting pur-
poses and on accelerated methods for tax purposes.
Leasehold improvements are amortized over the terms

- of the leases. Estlmate_d useful lives for major

categories are as follows

Years
Buildings and improvements .......... cocvnriensnn. 10-50
. Broadcasting equipment ...l 4-8
Printing machinery and equlpment R 5-10
Cable television plant........occveeiierninrirarenns, 10-12

Intangible Assets——Intangible assets consist of

amounts by which the cost of acquisitions exceeded
the values assigned to net tangible assets. In accor-

. dance with Accounting Principles Board Opinion No.

17 intangible assets other tbfi'n those attributable to

cable television franchises ate being amortized over
periods of up to 40 years. Intangible assets relating
to cable television franchises are amortized over the

‘remaining terms of the franchises.

iN_ote's to Consolidated Financial Statements ©

Film Contract Rights—Film contract rights and the

related liabilities are recorded at full contract prices
when available for use;, The costs are charged to
income primarily on accelerated bases related to-the
terms of the contracts or the usage of the films.

Unearned Subscription Revenue—Subscription
revenue is recorded as earned over the life of the
subscriptions. Costs in connection with the pro-

-curement of subscriptions are charged to expense as

mcurred

Investment Tax Credit—The investment tax credit is

* taken into income currently as a reduction of the

provision for Federal income tax.

Inventories—Inventories, prlmanly of newsprint and -

* other paper stock, are valued at the lower of cost (last- - -

in, first-out) or market. _ oy

Capitalized Interest—Interest is - capitalized “in,

-accordance with Financial Accounting Standards

Board Statement No. 34. As a result, $4,554,000,
$1,248,000, and $1,320, 000 have been added to

. property, plant and equipment in 1985 1984 and

1983, respectlvely

2. Preferred Stock

On June 25, 1985, the Company’s shareholders

approved, the authorization of 4,000,000 new shares
of no-par value preferred stock, and the cancellation

of the existing authorized convertible $1.00 par value

_preferred stock. There are no preferred shares

outstandmg

¢

3. Extraord.lnary Gam

In September 1984, the Company sold its investment
in St. Regis Corporatiori, which resulted in an extra-
ordinary gain of $7585,000, net. of applicable taxes.
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Notes to Consolidated F1nanc1al Statements—(Continued)

o

4. Acquisitions and Related Dispositions

Acquisition of American Broadcasting Companies,
Ine. (ABC)

Subsequent to the end of the year, on January 3, 1986,
the Company acquired ABC through a cash merger
for an aggregate cash purchase price of approximately
$3,375,000,000, and changed its name to Capital
Cities/ABC, Inc. Each share of ABC commeon stock
was converted into $118.108 plus 0.1024 of a warrant.
Each whole warrant entitles the holder to purchase
one share of the Company’s common stock at $250.00
per share until July 29, 1988; and until April 3, 1986
warrant holders may require the Company to redeem
all or a portion of the warrants at $30.00 per warrant.

ABC owns and operates the ABC Television Network,
four television stations, nine radio stations, seven
radio networks, various consumer and trade maga-
zines and periodicals, and produces and supplies cable
and subscription televmon programiming. Pursuant
to temporary waivers granted to the Company by the
Federal Communications Commission, the Company
is required to effect divestitures of seven of the radio
stations within 18 months after the acquisition.

In order to comply with certain regulations of the

Federal Communications Commission, on January 2,

1986 and January 3, 1986, the Company sold the fol-
lowing properties: television stations in New Haven,

_ Buffalo and Tampa; radio stations in Paterson, New

Jersey (AM and FM), Los Angeles (AM and FM) and
‘Buffalo (AM); and all of its cable television systems.
The aggregate net proceeds from these sales was ap-

~ proximately $650,000,000. Also, in August 1985, the

- Company sold its New Jersey newspaper operations
(one daily and one weekly), which resulted in an after-
tax gain of $800,000.

The aggregate cash purchase price was financed by
proceeds from the disposal of certain Capital Cities
and ABC operating properties, the issuance of debt
(see Note 5), the sale of 3,000,000 shares of the
Company’s Common Stock to Berkshire Hathaway,
Inc., for $517,500,000, and available cash.

The consolidated statement of income for the year
ended December 31, 1985, does not include the results
of operations of ABC. The following unaudited con-
densed combined pro forma financial information for
the year ended December 31, 1985, reflects the pro

¢
28 CAPI'TAL CI'TIES

/i A B C o,

forma effect of the merger and related transactions,
assuming they had taken place on January 1, 1985, for

income statement data and on December 31, 1985, for

balarice sheet data. i
The pro forma information is based on preli;ﬁinary
estimates of the acquired assets and liabilities and is
subject to a final determination of the fair market
value and the useful lives of such assets. Management
of the Company does not believe that the pro forma
financial information is necessarily indicative of the
consolidated results which would have been achieved
had the ABC acquisition taken place as of January 1,
1985.

&

Year ended
Dec. 31, 1985

. (000’s, except pershare)

Income statement data
Net revenues.......... P SRR $4,002,000
‘Netincome{a)........coovviviinisnnnnss 141,000
Net income per share (a) ......... e repaeees $8.77
Balance sheet data _
Total ASSEtS. ... eryriinerccerrrrieennrenn $4,798,000
_Long-termdebt............................ 1,766,000
Stockholders’ equity.,......c..vvviinn... 1,806,000
(a) Excludes gains from disposal of the Company’s
operating properties.
1085

In 1985, the Company purchased a cable television
system in Union City, California, the assets of
WPLO-AM, which serves the Atlanta, Georgia
market and two shopping guides in Washington and
Oregen; :In addition, the Company purchased from
Whitcom Investment Company their 10%
investment in Capital Cities Cable, Inc. %

The aggregate cash purchase price for the 1985

acquisitions was $51,109,000. Included in the

purchases were $9,402,000 of fixed assets,
$26,803,000 of intangibles, the repurchase of
$14,196,000 of minority interest and $708,000 of
other net assets.

1984
In 1984, the Company acquired certain assets of

WFTS-TV, servingthe Tampa-St. Petersburgmarket,

the assets of radio station KLAC-AM and sold the

I N C .

R £

P




Ay
L

-1987—8§4,188,000,

assets of radid‘atation KZLA-AM, both in Los Angeles.

. In addition, the Company acquired Sutton Industries,

Inc., Institutional Investor, Inec., four weekly
newspapers in Connecticut and Rhode Island and a
cable television system in Frederick, Okiahoma.

The aggregate, purchase price for the51984
acquisitions was $146,843,000. Included in the
purchases were $10,940,000 of fixed assets,
$128,289,000 of intangibles and $7,614,000 of other
net assets.

o

5. Long-Term Debt

Long-term debt at December 31, 1985 and 1984 is as
follows (000’s omitted):

_ 1985 1'984
- 11%4% debentures due 2015, with _ .
annual sinking fund payments
~ <beginning in1996.................. $300,000 $
10V4% notes due 1997. ... .......vee s

200,000 o —
11¥%4% subordinated debentures due - . )
2013, with annual sinking fund
payments beginning in 1994 .......
Bank debt and other notes payabie,
weighted average interest rate of”

200,000. 200,000

14,208 22,995
$714,208 $222,995

The aggregate payments of long- term debt outstand-

‘ing at December 31, 1985, for the néxt five years:

1986—%$6,084,000,
1988—$500,000, 1989—
$1,274,000, 1990—$1,000,000. 4

The 11%% debentures and the 11%:% subordinated
debentures are redeemable at the option of t{he
Company, in whole or in part, at a declining premnﬁm

are summarized as _follows

to par until 2005 and 2003, respectively, and at par

thereafter. The 10%2% notes are redeemable at par

starting in 1992,

Ondanuary 3, 1986, tofinance the acqms:txon of ABC,
uapltal Cities/ABC Finance Company, Inc., an
indirect wholly owned subsidiary of the’ Company
issued $375,000,000 of 10.8% Senior Notes, due
January 3, 1994. The Senior Notes are subject to an
annual sinking fund payment of $93,750,000

beginning in 1991 and are not redeemable prior to.
1992, at which time they may be redeemed at a price

of 104% until maturity.

Primarily to. finance the acquisition of ABC, a
subsidiary of the Company issued commercial paper,
$725,270,000 of which was outstanding at February
28, 1986, at a weighted average interest rate of 7.9%.
The commercial paper is supported by a
$1,000,000,000 bank revolvmg credit agreement
terminating on January 31, 1989, unless otherwise
extended. The agreement re‘quir_es a commitment fee
on the unused portion of the available credit of 4%
until March 20, 1986.and %%, thereafter. Under
terms of the bank revolving credit agreement, the
Company and its consolidated subsidiaries (including
ABC) are required to maintain a consolidated net
worth of $1,400,000,000 through December:31, 1986,
mcreasmg annually by one-thlrd of the consolidated
net income of the previous year In addition, the
Company has an arrangement with a bank under
which it may borrow up to $200,000,004 from t:me to
time. // i

The Company has unconditionally guaranteed the

'10.8% Senior Notes, the commercial paper, and any

borrowings which may be made by a subsidiary under
the bank revolving credit agreement or the
$200,000,000 bank arrangement.

On -March 4, 1986, Capital Cities/ABC Finance’
Company, Inc., issued $200,000,000 of 8"/4% notes due
March 15, 1996 and.$300,000,000 of 8%% sinking
fund debentures dyz March 15, 2016. Both issues are
unconditionally guaranteed by the Company.
Proceeds were used to replace borrowings under the
commercial paper program, °

At December 31, 1985, ABC has $123,677,000 of long-
term debt outstandmg, consisting of $81,969,000 of

9.35% sinking fund debentures, due July 15, 2000, -
$20,219,000 of 7% ’Subordinated notes due thr_o‘ugh
1992 and $21,489,000 of other long-term debt. “

28
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- Notes to Consolidated Financial Statements—(Continued)

7

6. Employees’ Profit Sharing
and Pension Plans
The Company has qualified profit sharing or non-

*, contributory pension plans for most employees. The

profit sharing plans provide for contributions by the
Company in such amounts as the Board of Directors
may annually determine. For-the pension plans,

' prov1smn is made for normal cost and amortization of
. “p¥ior service costs over periods of up to 30 years. The

_toexpensein 198.1, 1984, and 1983 respectlvely

Company's policy is to fund the amounts expensed.
In connection with these plans, contributions of
$6,605,000, $6,857,000, and $6,510,000 were charged

A comparison of accumulated plan benefits and plan
net assets for the Company’s pension plans is as

" follows (000’s omitted):

@
January 1,
1985 1984
Actuarial present.value of ’
© accumulated plan benefits:

Vested ....ooovviiiiiiniiiniiinnns $45,171  $45,419
Nonvested................. arnnenn 1,980 1,909
e : = $47,151 $47,328
Net assets available for plan benefits  $72,844 $66,057

" The weighted average assumed rate of return used-

in determining the actuarial present value of accumu-
lated plan beneﬁts was 8.0% forc1985 and 7.4% for
1984.

@
7. Income Taxes @
. i<

The provision for income taxes differs from the

amount of tax determined by applying the Federal -

statutory rate for the following reasons (000’s

omitted): p e

' R ' 1985 1984 1983
Amount % = -Amount % Amount %o

Taxes on income At Federal tax rate......ovoveuvenrnrenenen.  $127,338 460 $123,645 46.0 $103,272  46.0
State income taxes, net of Federal tax benefit............... 9,126 3.3 9,504 3.5 7,660 34°
Amortization of mtangible ASSetS. .. iir i, Eeaess 5,601 2.0 4,791 1.8 3,292 L4
Investment tax credit......ovivir v ieriienerirrenrsnannnns (5,653) 2.0} 4,600y (1.7) (4,100) (1.3)
Other, 1T P TP (1,812) .7 260 1 (224) 1) o
- 2 $134,600 486 $133,600 49.7 $109,800 48.9 |

'The 1985 provision for income taxes includes

$15,600,000 of deferred income taxes. The deferred
tax provision is comprised of accelerated tax
depreciation of $11,200,000 and other items, such as
deferred compensation. The Company’s deferred

3¢ cAPLITAL CITTIES

income taxes payable of $41,144,000 at December 31,

t A B C

1985, results primarily from the excess of tax over
financial accounting depreciation, the deferred gain
on the 1971 sale of a television station, and deferred
compensation which is not deductible until paid.

. IN O



8. Intangible Assets

The broadcasting and substantially all pubhshli]g
intangible asséts represent broadcasting. llcenses
network affiliation contracts and effective economic
publishing franchises, all of which may be
charactérized as scarce assets, with very long and
productive lives. Such assets have historically

increased in value with the passage of time. In

accordance with Accountinan(ﬁciples Board Opinion
No. 17 those intangible assets acquired substquent to
1970 are being amortized over periods of up to 40

o
years, even though in the opinion of Management,
‘there has been no diminution of value of the
properties. Cable television intangible assets
principally represent amounts related to individual
cable television franchises. Such franchises=\
intangibles are amortized over the remaining lives of
the franchises; other cable television intangible assets
are amortized over 40 years. At December 31, 1985,
the Company’s intangible assets wereas follows (000’s
omitted): o

&r v @
o *Cable o
Total ; “Broadcasting  Television Puhli'shing
Thtangible assets not subject to amortlzatmn ..... eereesaseear i $123.815 $103,099 $ —_ $ 20,716
Intangible assets requlred to be amortized ..........cuumennn. reeas 438,700 54,877 120,769 263 054 _
562,515 157,976 120,769 ‘283,770 ¢
Accumulated amortlzatmn .......................................... 81,003 4,398 _30,8]_.7 45788
\u;_\ $481,512  $153,598  $ 89,952  $237,982
o= \:) ’ = @ @

.

9. Commitmenis

L

The,Company (excluding ABC and disposed opera-
tions) has entered into agreements for future delivery
of syndicated and feature film programmmg for its

/ # At December 28, 1985, ABC is obligated for payments.
for the purchase of broadcast rights to various feature
films, sports events and other programming aggre-

television stations, which aggregate $10,881,000, gating approximately $1.8 billion. 2
payable from 1986 through 1950. ' o

& oy

- & ©

10. Income Per Share 1985 1984 1983
The calculation 6f average common shares and Commion shares ............. 12,966 12,875 13,295
common share equivalents outstanding during the - Stock options....... SRS 125 125 160
year is as follows (000's omitted): Total.....covvvvvennnnnes 13,080 13,000 13455 E

=
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Notes to Consolidated Financial Statementg—-(Continﬁedo)_

A

11. Segment Data Jﬂ

The Company has been engaged in television and
radio broad¢asting, provndmg cable television service,
to snubscribers and the; publlshmg of newspapers,
specialized publications, shopping guides and the
electronic distribution of information. Operationsare
classified into three business segments: Broadcast-
ing, Cable Television and Publishing.

w

Lo

5]

There are no product transfers be!;ween segments of
the Company, and vnrtually all of the Company’s busi-
ness for all segments i is conducted within the United
States.

The seginent daté.follgws (000’s omitted):

o =

1982

] 1985 1984 ” 1983 "7 198L
Broadcasting ' ' . o '
Net revenues........eceveunn. /_/ wesw  $ 293717 $ 271,848 $ 235,754 $220,996 $193,063

Direct operating costs...... I verseeenrereseisreses o 138,556 122,239 106,214 98,842 . . 85,791
‘Depreciation .....cccevoveecicansas ‘ 8,111 7,376 6,480 5,511 4,782
Amortization of intangible assets ... 1,286 595, 415 415 260
Total opérating costs ........ rreeen R eererreveerseren 147,953 130,210 113,109 104,768 90,833
Income from OPErAtiONS, cvvseanyerrsnninassnnnnenseenenss  $ 145764 $ 141,638 $ 122,645 ~ $116,228 $102,230
AssetsatDecember 3l .....cocoviiiinrniiiinroriirnens. $ 304,683 §$ 286460 $ 232,286 :$2‘2_2,827‘ $214,524
Capital expenditures .......-..... N 8,371 9,180 11,572 14,778 9,593
Cable Television - ) :
Net revenues...... eeteranes timeesrterar bt aanr iy $ 84580 $ 76,258 § 67,031 $ £3,302. $ 21435
Direct operating costS.....,evvuunss D e 53,693 50,628 45,389 36,068 17,731
Depreciation ......eveeuveesenierrorseransnsscncanssnns 18,600 15,881 - 12,409 9,211 - 3,800
Amortization of intangible assets .......5c.ipiivanen 7,081 7,206 7,182 - 6,345 3,000
Total operating costs ...... v erteesssaesiinnairasianaioss 79,374 73,714 64,920 51,624 | 24,531
Income (loss) from apgrations. e rereteeaaesecearreraenn .. $ 5206 $ 2544 § 2,051 $ 1,678 <% (3,006)
Assets at December 31 «.o.ueeeerneeneeneceonnrenaeanenn $ 233,114 $ 220,973 $ 223,655 $212,396 $173,384
Capital expenditures.......covviiniigzieiienineiienians 17,956 - 17,180 - 25,210 31,130 27,085
Publishing _ & o 3
Net revenues,.... eesraenany eeeane etassesretesntassnuans $ 642,583 §$ 591,616 & 459,510 $389,282 $359,286
Direct operatmg costs..... Fereraeres et Prerinn 482,333 438,414 342,253 7 298,444 280,655
Depreciation .....c.iiiiirnenreninnas R . 10,395 10 190 8 646 7,920 7,379
Amortization of 1ntang1ble BSSELS +vevrrirrrrannrenares 11,343 9 8330 ' 4,577 3,908 3,732
Total Gperating costs :...... e avessvavens wesrairesannanng - 504,071 458,437 355,476 310,272 291,766
Income from operations...........cceven... eresensarecnss $ 138,512 §$ 133,179 . $ 104,034 $ 79,010 $ 67,520 -
Assets at December 81 ......co.cevnune.. et eteeaneteiane $ 455,274 $ 430,997 §$ 287,523 $260,890 $259,385
Capital expendltures apereratiregeresanrocitetrsnaonn SN 45,869 26,700 ° 10,666 5,535 6,498
- ' A -
Consolidated ~ ) Sy }
Net revenues. .......veeevens s $1,020,880 § 939722 $ 762,295 $663,5680. $573,784
Income from operations...... ! '..._.._. ........ Ceeevareny .evnes B 289,482 $ 277,361 $ 228,930 $196,916 $166 654
General corporate expense 11,981 9,849 8,366 7,128 7, 4683
Operatmg INCOME . .visicnnrrossroansossreasrssssannnses 277,501 267,512 220,364 189,788 159,156
Interest éxpense ......... (22,738 (27,161) (14 633) (7, 982) {9, 933) i
Interest and other income .. 22,059 28,442 18,773 3 511 5.765
- Income before income taxes.........ce0 PR A $ 276,822 §$ 268,793 $ 224,504 §185,317 §$155,018
Assets employed by segments......... reens $ 993,071 '$ 938,430 $ 742,864@ $696,113 = $647,293 -
mvestments and corporate assets ... ' \ 891, 860 269,742 310,048 . 79,900 7 50,327
Total a3§ts at December 8L vvvevvennene.... ¥ L$1,8_84,931 $1,208,172 $1,052,912 $776,013 $697,620
st
: o e D os o
\ : ® ¢ 4
O ) :
N o - J o
]
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12,_Stock Option and Purchase Plans

// The Company ‘has stock option plans uader whick:
‘certath key persorinel have been granted the nght to
> purchase shares of common stock over a 10-or 11-Year

value on the gran}: date. Each optlon is cumulatlvely

* period from the date of grant at prices equal to market e

e

i !
& a.

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
Ehe Company’s stock option plans:

\\ ® The Company has an Empléyee Stock Purchase Plan
which provides for the issuance of a maximum of
400,000 shares during the ﬁve-year period ending in
‘April 1987 ThePlan provndes that eligible employees,.

# through contnbutmns of \o to 15% of thexr compen-

L fs < o :
2, = 1985 1984 1983
Outstandmgopt!ons beginning ofyear S 325,983 . 379:358 . 420,595
GYANLEd «.oeeeeennnneennsersanionnnnssnrnnannnns, 19,845 = 6,825 - 85,500 -
Cancelled 6r explred . LB sevrenssan SO (5,425) 1 (4,738) (2,002} .
g Exersised..l.iii eirerreeeerian vemmeieeee = o (74,604 604)- * {55,4€2) (124,735)
& Outstanding options, end ofyear ...—_.S:...-.-.... cereivaas © 265,799 325,983 379,358
= Average price of options exercised during the year . ......... $32.66 $19.94 %18 69
: Exem:sepnce of pufstanding optlons end of year.‘? ......... $12 50 to $220.69 $9 13t0 $160.00 © .$9: ] 3 to $147 62
‘o * Optionis exercisable, end R - SO L . 201,604 254,983 259,515
, Gptums avallable for futuregrant P R PUR =27 192,855, 207 275 211 250

o =

satlonQnay purchase shiares at 85% of the lower of fair
market value at the Grant Date or at'the Purchase
Date (normally one year subsequent). Employees .
purchased 58,314, 56,088 and 103 ,201 shares under
the Plan in 1985, 1984 and 1983 respe&wely T

o @ o " g
® ) i o ¥ > g
s ,,. B a Q. 3 ' ' 5 ; Lh @ o
> L - :®® ] -
/ 13. Common Stock and Stockholder .
. Inﬁorma“ tion dited) ° A o
; (Unau = ) 9w P 1984, The common stock is traded o the Hew York >
" Asof leumary 28, 1986, the approximate number of Stock Exchange. The high, low and closing prices‘of *
hoiders of common stock was 5,020. Diyidends of$.05 the Company s common stock for each quarter of 1985
5 per share have been paid for eag_h quarter of 1985 and  and 1984 are as fO“OWS o ; .
: P > " 1985 - . : i 1984 - 4
DS &° R High Low Close . _ 4 Tigh Low Close } o
= it quatter...@........e.....io. $222° $1524 $218% . . $14TW $12316"  $13¢5
2nd quarter............. T 22814 20012 223% . 166 136Y4 1611/4
3rd quarter...........cce. ... 225% - 191% 19514 - 174% ¥ 155 163
3 4th quaﬂr‘.er ...................... 229 5 183V 22414 1674 1504 1645
i . e & = - R} © &
: . R 5

a
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Notes to Consolidated Financial Statements—(Continued) | &
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4. Quarterlv Fin’imclal Data (Unaudltéd)
Lo The following sum\marlzes P the Companys results of e
operations. for eacl\:\quarter of 1985, 1984 and 1983°
(000’5 omltted except\-\gr share amaunts)
} | | Firs, ~ Secdid ¥ Third  Feurth’
: ) ] Quartér - Quarter Quarter Quarter Year |
Net revenues ........... eerersareamenean nevsmanes diens $234,105 $267,065 $248,218 $271,492 $1,020,880
Cobts and eXPenses . .S ueeeernneseneaneecoanrecin 178,666 184,558 183,911 196,244 - 7433797 :
. Operating income ............... e denenrateraaeaees - 55,434 82,507 64,307 75,248 277,501 0
Interest expense ,................ et (6,298) (5,933) . (5,597 (4,910) (22,738)
* Interest and other income................ Sevnmenns 5,399 ) 4 552 6,034 6,074 22 050
Income before income taxes............... eeaaaes o« 54,540 81,126 64,744 76,412 276,822
* Income taxes............ P N + 26,800 _ 39,900 31,300 . 36,600 134,600
Netincome ......0c. 0 veeevaecannnn eeereessraeaaras $ 27,740 -5 41,226 $ 33444  $.39812 5 142222
Net income pershare............. S SURT - $2137 $3.15 _ $255. . $3.04 __ $10.87
e .
Net revenues ....... P PPN $206,818 $243 568‘ $229 827 $259,509 § 939,722
: Costs and eXpenses ........o..ceeveeaereenss eeasa- 152,427 165, 1033 _ 169 845 184,905, 672,210
" % Qperating income ............ ey 54,391 718,535 : 52,982 T4y 004 267,512
. Interestexpense ............,.s (6,364)  (6,643) =T (7187 . (27161)
Interest and other income. J’) ...... _ . ' 6,867 6,663 L.~900 7,012 O 281442
- Income before income taxes e 54,894 718555 - (‘"7865 74,479 oy 268,793 B
.. - Income BARES .. i ieaas 27,800 39,200 - 3v,300. . 36,3005 __" 133,600 - uE
Income before extraordinary ga:n reaeeeas renmens . 27,094 39,355 30,565 a8,179°¢ 135,193 -
Extraordinary gain ....... raserheesamanrarrrneeseren — ] — 7,585 F—_ . 1,585
Net income ........... P Ty e v e s $ 27,094 $ 39,355 $ 38,150 '$ 38179 $ 142,778 -
Income per share _ ? . C _ ' i
. % Before extraordmary -3 11 1 SO $2.07 $3.03 $2.36 @ $2.94 $10.40
&) Extraordinary gairm...........crvvveai. e _ — — .58 L= .58
Net fricome.........oooiimniiiiiiiin.. . . $2.07 $3.03 $2.64 +  "-$2.94 - - $10.98
/’P _ . o & B @ o @ . | :
1983 , 7 R
7 Net revenues ... .icices.eevucan PRV : $170,128 $194,018 = $184,004° $214,145 § 762 295 i
o Costs and expenses Ceeempenean erenseaeaia LN 128,531 132,187 134,414 146,799 541 931
: Operatmg INCOME .. \uvetonineninnvacsay v eaann wors * 41,597 o 61,831 49,560 67,346 - 220 3‘54
Interest expense ........5coco.... . G (1,110 - (8445 - (8, 279) (6, 400) (14, 633)
© Interest and othemncome .............. reeteneaes 1,329 2.25/4 6,991 « 8,199 18973
' Inenme before income taxes. iesaetarevenvreaearry 41,816 63,241 50,302 69,145 224,504 -
e .ncome taxes.s....c...:- reveas R TP PPT PR 20,700 30 700 24 000 34,400 109,800, -
‘Net InCOme ......ooeemenenesaiinns e e $ 21,116  §$32541  § 26,302 $ 34,745 $ 114,704
Net income per share ... ................ O I ___$1.58 $2 41 7 $1.95 ~ $2.59 $8.53
® . PRE N
&
@ o
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15. Supplementary Information on the
Effects of Changing Prices (Unaudlted)

The following supplement_ary data is presented pur-
suant to the requirements of Financial Accounting
Standards Board Statement No. 33, “Financial Re-
porting and Changmg Prices”, as amended, This
statement requires a supplementary computation of
operating results based on the effect ©f changes in
specific prices (“current cost”) of inventories and prop-
erty; plant and equlpment used in the operations of
the Company. v :

The current cost method reﬂects the changes in spe-

~ cificcosts of the Conpany’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 refer-
ence to recent vendors’ quotations, invoice prices, price
indices or independent appraisals. These current
costs represent estimates for replacement of
existing assets, without regard to technological

improvements and efficiencies which generally result.

from normal replacement. The current 'costs re-
ported, while-believed to be reisonable, are subjective
and do nof necessarily regresent amounts for which
the assets could be disp )_/psed ?

In the accompanying data, the Statement of Iricome
restates depreciation expense for changes in specific

B}

prices. The effect of revaluing inventories on the sup-
plementary Statement of Income is not material. No
adjustment has been made to the actual provision for

- income taxes because Statement No. 33 does not per-

mit the recognition of any tax benefit arising from the.
pro forma effects of changes in specific.prices.

In addition to the effect of changing prices on net
incomey during pericds of inflation, monetary asséts,
such as cash, cash investments and receivables lose .
purchasing power sirce these assets will purchase
fewer goods or services in the future. Monetary lia-
bilities, payables and other debt, are also affected by
Hnﬂahon since less purchasing power w\1\1\l\be reqlured
to satisfy these obligations. The net change in the
Company’s monetary liabilities during the current
yearresulted in a loss in purchasing power.

The unaudited supplementary data presented must
be viewed with ¢aution, as must any other analytical
data ‘that subjectively attempts to reflect the
inflationary factors affecting the Company. There-
fore, the Company has not concluded that this pres-
entation, made in compliance with Statement No. 33,
is or is not the best representation of the 1mpact of
inflation upon the Company

Statement of Income Adjusted for Changmg Prlces

Year ended December 31, 1985

%

(Average 1985 dollars in thousands) 1985 )
Income as reportediin the consolidated statement of IMCOMIE. .. oo vett st ire e stseraes e casacsaniasinnnnnnonn -$142_,22'2. b
Adjustment to restate’depreciation for the effect of changes in specific prices ............. wrraaeasan areeaareaas - (14,985)

- Incomeadjustedforchangesmspecxf’cpnces...,. ........ U SO $127,237
Lossofpurchasmgpoweronnetmonetaryltems.- ......... e et e e e e e et eat e rrrenararnans $ (318) 4
Increase in specxﬁc, ‘prices of inventories and property, plant and eqmpment held during the year ........ s . & 17,360
Effect of increase in general price level......... ... 15,373
Excessofmcreasemgewera]prlcelevelov ‘specnﬁcprlces.......—............_...........-....................-...‘.-.. $ 8,013

At December 31 1985, the current cost of inventories was $12 277 000 and the current cost of net property, plant and

equipment was $415 038 000.
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3 .Netes to Cohsolidated Financial Statéments#—(Continued) | L
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0 .
'Five-Year Comparison of Selected & _ ‘ g
Supplementary Financial Data @\\\ 4 B _
- Adjusted for Effects of Changing Pricé“s\” 1985 1984 1983 1982 1981
" (Average 1985 d’ollars in thousands except per share data) . : _ S o o
Netrevenues...............vvneenes erpeisienas $1,020,880 $973,251 $823,095 $739,655 . $678,683
Current cost information : _ o
JInicome before extracrdinary gain....... e ... % 127,237 -$122,964 $110,149 $ 94,422 $ 81,839
Iricome per share before extraordinary gain .. .. $ 973 $ . 946 $ 819 $§ 711 $ 622
Increase in specific prices of inventory and . “ - :
property, plant and equipment (under) over R e : i
increase in the general price level............. $ - (8,013) § 34,413 $ 5,204 $ 3,646 % 8,766
Net assets at year-end......... ereertrrenarrnes . $ 988,072 $874,387 $759,536 $688,740 $611,695
Other information - K o _
(Loss) gain of purchasing power on net ¢ : ' C ' i o
s monetary items. ... ...ceviiinniiiiiiinn s $ (318). $ (117) $ (5699) $370  $6167 . . °
Cash dividends pershare....................... $ 020 $ 021 $ 022 $ 022 $ 024
Market price per share-at year-end ............. $220.93 " $170.50 $155.49 - $133.32 $ 87.23,
Average Consumer Price Index (1967 = 100).. 3222 311.1 298.4 2891 . @ 2724
o
- Historical financial information : _ - . : o
(Dollars in thousands except per share data) _ . o o : LI
Net revenues..... eeeneraeaarasi it sears ereas $1,020,880 $939,722° $762,205 - $663,680 . $573,784
. Income before extraordinary ga.m. cervereeseenie B 142 222 . $135,193 $114,704 $ 96,317 $.80,518.
Income per share before extraordmary gain , '$ 10 87 $1040- - $ 853 $ 7.25 $ 612
. Net assets at year-end ........... iveeeanseese:. B 8B9,260 .7 $734,455 $625,255 = $544,267 $443,822
-Cash dividends per share.............. eveseiieas $ 0.20 $ 0.20 $ 020 $ 020 $ 0.20.-
Market price per share atyear-end ............. $224.50 $164 63 $144.00 $11963 = $ 73.75
. o -
R ; . Fi T
Report of Certlﬁed Pubhc Accountants e

' The Board of Directors and Shareholders -
[Capital CxtteslABC Inc. o

We have exammed the accompanylgg consolldated balance sheet of Capital Cities/ABC, Inc. at December 31,
1985 and 1984, and the consolidated statements of i income, stockholders’ equity and changes in financial
position for each of the three years in the period ended December 31,1985. 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 -.lreumstance_s.

In our opinion, the statements mentioned above present fairly the consolidated financial position of Capital
Cities/ABC, Inc. at December 31, 1985 and 1984, and the consolidated results of: operatidns and changes in
financial position for each of the three years in the period ended Deceinber 31, 1985, in conformity with
generally accepted accounting principles applied on a- consmtent basis durmg the period.

New York, New York
February 28,1986

3 CAPITAL CITIESI/IABC, INC.
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SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10K .
ANNUAL REPORT

Pursuant to Sectlon 13 or 15 (d) of
‘the Securities Exchange Act of 1934 ‘ s

For the fiscal year ended December 31, 1985

* Capital Cities/ABC, Inc.

{Exact name of._regietrant as specified inits charter) -

Commission fife number 1-4278 _

P * NewYork - . 141284013
(State or other jurisdiction of T (LR.S. Employer
incorporation.or organization) - ldentilication 0.)

24 East 51st Street, New York, N.Y. ) 10022

(Address of principal executive offices) ' ' (Zip Code)

'-vRegietrant’s telephone':ntlmber, inctuding' afea c’odé (212) 421-9595
Secuntles registered pursuant to Section 12 (b) of the Act:

. {Name of each exchange ' N
(Titte of each class) ) N - onwhich registered) - o .
Common stock, $1.00 par value ~ New York Stock Exchange .

Securmes reglstf-red pursuant to Section 12{g) of the Act: None A
Indlcate by check mark whethgr the registrant (1) has filed all reports requn'ed to bhe filed by _
Section 13 or 15 (d) of the Securities Exchange Act of 1934 during the preceding 12 months {or for
such shorter period that the registrant was required to:file such reports), and (2) has been subject to
such fll:ng requirements for the past 90 days. - _ . Yes X. No '
*  The aggregate market value of the voting stock held by non-atfiliates of the registrant is
_ $3139 000,000 as of February 28, 1986.

The number of shares outstanding of the issuer's common stock as of February 28, 1986
16,035,988 shares, excluding 2,357,508 treasury shares

Portions of Part | are incorporated herein by refer rgnce to the 1985 Annual Report to
* Sharehoiders and Proxy Statement for the annual meeting of s hareholders to be held on May 15, 1986.

Part Il'and Part IV, with the exception of certain schedules & \nd exhibits, are mcorporated herein . _
by reference to the 1985 Anriual Repartto Shareholders]|’ i Q_ .

, Part il |S\\|nccrp0rated harein by reference to the definitive Proxy Statement for the annual
meeting ofshare olders on May 15, 1986




PART |

Item 1. Busmess

Capital Cities/ABC, Inc. (the “Company") has been engaged in radio broadcastmg since 1947, .in
television broadcasting since 1953, in publishing since 1968 and in cable television since 1980. On
January 3, 1986, the Company acquired American Broadcasting Companies, Inc. (“ABC") through®a.
merger (the “Merger") of ABC and a wholly owned subsidiary of the Company. In order to comply with
applicable statutory provisions, rules, regulations and policies of the Federal Communications Commis-
sion (the “FCC™), on January 2 and 3, 1986, the Company divested itself of its television properties in New
Haven, Buffalo and Tampa, its radio properties in Paterson, New Jersey (AM and FM), Los Angeles (AM -
and FM) and Buffalo (AM), and ali of its cable television systems; and ABC divested itself of its television
property in Detroit and its radio properties in Detroit (FM), Houston (FM) and Denton, Texas (FM).
Pursuant to temporary waivers granted to the Company by the FCC, the Company is required fo effect
divestitures of radio properties in New York-(AM and FM), Los Angeles (AM and FM), Chicago (AM and
FM) and San Francisco (AM) within 18 months after the Merger. (For a description of the FCC regulations
which necessitated these divestitures, see below under “Licenses—Federal Regulation of Broadcasting/
Ownership Matters”) In addition, in August 1985, the Company divested itself of its New Jersey newspaper
operations. Simultaneously with the Merger, the Company changed its name from Capital Cltles Commu-
nications; Inc. to its present name.

En.ployees

At December 31, 1985, the Company had approxlmately B, 890 full-time employees 1,250 in broad-
casting operations, 6,780 in publishing operations, 825 in cable tefevision operations and 35 in corporate.
- OnJanuary 3, 1986, subsequent to the Merger and the divestitures as described above the Company had
approximately 12,700 full-time employees.

Industry Segments S :

Information relating to the industry segments of the Company's operations prior to the acquisition of
- ABC is included on page 32 of the Company’s Annual Report to Sharehoiders and is hereby incorporated -
by reference. In 1985 the Company derived all broadcasting revenues and more than 80% of itscublishing
revenues from the sale of advertising,; subscription and other circulation receipts provided the balance of
publishing revenues. The principal sources of cable television revenues were the monthly sefvice charges
for basic and premium television services provided to subscribers. Other cable television revenues were
derived from installation and reconfigttion charges. :

Broadcasting

Television and Radio Networks 7

The Company operates the ABC Television Network (acquired as a result of the Merger) which as of
January 3, 1986, had 214 primary affiliated stations which cover approximately 99% of all U.S. television
households. There are a number of secondary affiliated stations which add to the primary coverage. The
ABC Television Network has a program schedule consnstlng of Week-Day Early Morning, Monday through-
Friday Daytime, Chiidren’s, Late Night, Sports, News and Prime Time Programming. The Company also
operates the ABC Radio Networks (acquired as a resuit of the Merger) which had 1,944 affiliated stations
as of January 3, 1986. The ABC Radio Networks consist of seven different network program services,
each with its own group of affiliated stations. Through its Watermark unit, the ABC. Radio Networks
produce and distribute a number of radio prograin series, servicing affiliated and non-affiliated stations
throughout the country.



-Generally, the. Company pays the cost of pr’oducing or purchasing the broadcast rights for its

network programmizig and-compensates ils affiliated stations for-broadcasting the programs and

commercial announcements included therein. Substantially all revenues from network operations are
- derived from the sale to advertisers of time in network programs for commercial announcements. The
ability to sell time for commercial announcements and the rates received are substantially dependent
on the quantitative and qualitative audience the network can dellver to the advertiser. Affiliated stations
are not obligated to accept network programm:ng

o B

Radio and Television Stat:ons

The Company owns nine standard (AM) radlo statlons elght frequency modulation (FM) radio

stations, seven very high frequency (VHFY) television stations and one uiltra high frequency (UHF)
- television station. Aliradio stations, except as noted, are affiliated with the ABC Radio Networks, and
all television stations are affiliated with the ABC Television Network. Market locations, frequencies,
transmitter power and other station detaiis are set forth below:

Radio stations
Frequency Power < Expiration Radio
‘Station AM-Kitohertz AM-Watts date of FCC market
-and Iocation FM-_Megahettz . 'F_M-Ki_lqwatts authorization ranking (t)
WABC(2)..vnvrnvreeenns e 770K " 50,000 June 1, 1991 1
New York, New York ' T ' "
KABC(2) . oiiiiiiiicereneneens . 790K 5,000 Dec. 1, 1990 2
Los Angeles, California B
WLS(2) oo it ‘890 K 50,000 Dec. 1,1989 3
Chicago, lllinois o . '
o]t 810 K 50,000 Dec. 1, 1990 S A
San Francisco, California .
WUR- .o e 760K 50,000 Oct.1,1989 6
Detroit, Michigan _ . '
WMAL(2) ... 630K 5,000 Oct. 1, 1988 9
‘Washington, D.C. _ . - .
WBAP ... 820K 50,000 Aug. 1, 1990 10
. Fort Worth, Texas | - ' : )
WPLO(3) .oiiiiiieiieceeieiees 590 K 5,000 Apr. 1, 1989 15
Atlanta, Georgia .
WPRO ..o il 630K 5,000 ~ Apr. 1,1991 . 26
Providence, Rhode Island : R : .
WPLJ-FM(2)..... e seeaaaanaaaas .. 955M ©6.74  June 1, 1991 1
New York, New York - :
KLOS-FM(2)........cccovveveneenee.. - 955 M . 631 Dec.1, 1990 2
Los Angeles, California _ : . Q
WYTZ-FM(2) vt 94.7M 4.4 Dec. 1, 1989 3 )
Chicago, lllinois : n . R
WHYT-FM.............ccovceilennse.. 963 M 50 Oct. 1, 1989 « B
Detroit, Michigan _ " ' .
WRQX-FM(2) ........cooiirnennn 107.3M - 36 Oct. 1,1988 ° 9
Washington, D.C. e _ : S
KSCS-FM(3) tcoeviveiiiiiniiainnn 96.3 M 100 - Aug. 1, 1990 10
Fort Worth, Texas , :
WKHX-FM(3)..... e iiere e 1015 M ' 100 Apr. 1, 1989 15
Marietta, Georgia e .
(Metropolitan At[anta) , .
WPRO-FM-..... .0 e e 92.3 M 39 Apr. 1, 1991 26

Providence, Rhode Island

a



- Te_levié_fen stations '
- ' Expiration Television
Station o date of FCC market
. ‘and location B @ _ . Channel Aauthorization ranking (4) .
 WABC-TVA2)...eieirperieienen. evehapbertaeae st rnarsens 7 June®, 1989 .
New York, New York _ : 7 o
KABC-TV(2) c.covvviiivneisienesenriensaennsegasesssivesoses : 7 Dec. 1, 1988 2
Los Angeles, Calrforma ‘ o _ -
WLS-TV(2) vveeeereinennens rreeretieeteesertreenresarans .7 Dec. 1, 1987 3
Chicago, Iilmors
WPVI-TV . et irrereisieinssassersroassesssssseinninsrnns 6 Aug.1, 1989 -
Philadelphia, Pennsylvama - ﬂ
KGO-TVIZ) cvvieeirtrrirecnievsieeseesssiesssasnsssnenen 7 Dec. 1, 1988 A
San Francisco, California. : j
KTRK-TV ..ettiiieeiirie i erievee s ceseesssnae o ene e 13 Aug. 1, 1988 10
Houston, Texas '
WTVD.......cvvvreeeeinnans e eeeerettastererenens 11 Dec.1,1986 38
Durham, North Caralina ) . : =
KFSN-TV ...uuveeceien emernrereaeaacars evatrereeereeene 30 Dec. 1,1988 64
Fresno, Callfornla ‘ " ' o
(1) Based on Arbltron Radio Market Metro Rankings as of Janixary 1, 1986. S
{2) Acquired by the Company on January 3,1986asa result of the Merger R Y.

(3) No network affiliation.
{4) Based on Arbitron ADI Market Rankings, 1985-86 season.

Video Enterprises
 Video Enterprises (acqwred as a resuit of the Merger) is involved in the productlon and supply of
cable and subscription television: programmlng, and licensing of programming to the domestic and
mternahonal home video markets and to television stations abroad. Its primary services are:

.ESPN, a cable sports programming service, which i rs 80%-owned;

The Arts & Entertainment Network, & cable programmlng service devoted to culturai programmlng
and high quality entertalnment which through joint ventures the Company owns 38%; and

Lifetime, a cable programming service devoted to womens litestyle and heailh programming with

" “special material for heaith care professmnals, which through jomt ventures the Company owns'.

331/3% ' .
Competition”

The Company's television-and radio stations are in competltron W|th other telewsron and radio stations.
and other advertising media such as newspapers, magazines and billboards. In the area of network

television broadcasting, the ABC Television-Network’s principal competitors for viewers and for program

sponsorship are the two other major television networks, CBS and NBC. Substantial competition also
exists for exclusive broadcasting rights for television programming. The ABC Fiaduo Networks likewise
compete with other radio networks- and radio programming services.

Competition in the television station industry occurs. primarily in individual mar ket areas Genera[ly,
atelevision broadcasting stafion in one market does not compete with other stations in other market areas,
~ nor does a group of stations, such as those owned by the Company, cormpete:with any other gfoup of
stations as such. While the pattern of competition in the radio station industry is basically the same, itis
not uncommon for radio stations outside of a market area to place a signal of sufficient strength within that

area {particularly during nighttime hours) to gain a share of the audlence -

In addition to management and experlence factors which are matenal to competmve position mclude
authorized power allowance, assigned frequency, network affiliation; and local program acceptance as
well as stréngth of local competmon ‘ :




_ Under present regulations of the FCC, no additional VHF television commercial stations may be '
- constructed or acquired in any of the cities where the Company’s television stations are located, although
existing stations may be sold from time to time. However, proceedings now pending before the FCC could
_result in (1) the assignment of additiorial VHF channels for commercial use, or (2) the acquisition by
commercial enterprises of FCC authority to operate on VHF channels now reserved for noncommercial
use by public television operations in a number of the cities in which the Company’s television stations
now operate. ' In either case, the result would be to increase the number of commercial VHF stations
against which the Company’s stations compete. The Company is unable to predict the outcome of any of
these proceedings. (For a description of other ownership restnctlons. see below under “Licenses—
Federal Regulation of Broadcasting/Ownership Matters") v

There are sources of television service other than conventional television stations. The maost common
at present are cable television:systems. Cable television can provide more: competition for a station bys
making additional signals available to its audience. In addition, most cable television systems supply
programming that is not available on conventional television stations, These include a wide range of
advertiser-supported and subscription-supported video programming services. Subscription-supported
video prograrzming services are also provided by over-the-air television stations and muitipoint distribution
services which employ non-broadcast frequencies to transmit subscription television services to individual

;homes and businesses. Additional services are being provided or may be provided within the relatively
"near future by low power television stations-and direct broadcast satellites.

The Company‘-s Video Enterprises competes with a number of companies involved in developing and
supplying program services for cable, distribution of video cassettes and videodiscs, television syndication
and theatrical distribution. The development of these businesses could adversely affect the future of
conventional television broadcasting.

Licenses—Federal Regulation of Broadcasting

Television and radio broadcasting are subject tothe jurisdiction of the FCC under the Communications
Act of 1934, as amended (the “Communications Act"). The Communications Act empowers the FCC, '
among other things, to issue, revoke or modify broadcasting licenses, determine the location of stations,
regulate the equipment used by stations, adopt such regulations as may be necessary to carry out the .
provisi'Ons of the Communications Act and impose certain penalties for violation of such regulations.

s': - ' R
Renewal Matters o \\

Broadcasting: Ilcenses are granted for a maximum petiod of seven years, in the case of radio statlons,
" and five years, in the case of television stations, and are renewable upon application therefor. During
certain periods when a renewal application is pending, competing applicants may file for the frequency
and may be entitled to compete with'the renewal applicant in a comparative hearing, and others may file
petitions to deny the application for renewat of license. Al of the Company's owned and operated stations

have been granted license renewals by the FCC for regular terms.

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

The FCC's "multiple ownership” rules provide that a license for a radio or television station will not be
granted if the applicant owns, or has a significant interest in,.another station of the same type (TV, AMor
FM) which provides service'to areas already served by the station operated or controlied by the applicant
or if granting the license would result in a concentration of control of broadcasting. Pirsuant to recent
FCC action, which has not yet become final, a single entity may now directly or indirectly own, operate or
have a significant interest in up to twelve AM and twelve FM radio stations, .and up to tweive television.
stations (VHF or UHF), provided that those television stations operate in markets containing cumulatively
no more than 25% of the television households in the couniry. For this purpose, ownership of a UHF

e
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station will result in the attribution of only 50% of the television households in the relevant market. There
are also relaxed limits for interests in entities controlled by members of recoghized mlnonty ‘groups.
Proceedings on judicial review of these rules are now pending, and are being held in abeyance pending
“reconsideration by the FCC. The Company cannot pred-ct the outcome of these proceedings.

The Company now owns nine AM radio statlons eight FM radio stations and eight television stations,
of which seven are VHE When the Company sought FCC approval for its acquisition of control over the
ABC television stations in New York, Los Angeles, Chicago and San Francisco, it estimated its resulling
total penetration of the nation’s television households; for purposes of the multiple ownership rules, as
_ 24.40%. Although Stations WPVI-TV and WABC-TV provide overlapping serviceto an area of approxi-

“mately 2,813 square mites, the FCC has granted a waiver of the rules to perrmt the Company o operain‘
both stations.

In addition, the FCC will not grant appllcations for station acquisitions which would resuit in the
creation of new AM-VHF or FM-VHF combinations in the same market under common ownership. The
acquisition by the Company of ABC's radio-television combinations in'New York, Los Angeles, Chicago
and San Francisco brings the Company out of compliance with these reguiatlons The FCC has, however,
granted to the Company a limited waiver of the rules to permit the operation of these combinations for up
to 18 months (i.e., until July 1987).

Furthermore, under the FCC's rules, radio and/or television ficensees  may not acquire new. ownersh:p
interests in daily newpapers publlshed in the same markets served by their broadcast stations television
licensees may not own cable television systems in communities within the service contours of their
television stations. The Company presently owns daily newspapers in two markets in which it also holds .
radio licenses. For purposes of these rules, The Oakland Press and WJR and WHYT-FM, licensed to
Detroit, are treated as in the same narket, as are the Fort Worth Star-Telegram and WBAP and KSCS-
FM, licensed to Fort Worth. Under the rules, therefore, these%ommon[y owned broadcast/newspaper
comblnatlons could not be transferred together.

For purposes of applying the multiple ownership rules, the FCC rules prowde that an entity will have
the licensee’s broadcast stations or newspapers attributed to it only if it-holds the power to vote or control
the vote of 5% or more of the stock of a publicly held licensee (i.e., one with 50 or more stockholders).
Qualifying mutual funds, insurance companies, or bank trust departments maﬁ'cte or control the vote of

up.to 10% of the stock of a publicly held broadcast licensee before the Ilcensees stations would be - ‘

attributed to that entity.

-Network Regulations

Certain of ABC's network operations also are regulated by a consent decree in United States v.
American‘Broadcasting Companies, Inc., 74-3600-RJK, in the United States District Court for the Central
District of California, entered into on: November 14, 1980, and effective as of that date. The consent
decree contains provisions which prohibit the acquisition of subsidiary rights and interests in television
programs produced by independent suppliers and forbid ABC from engaging in the business of domestic
syndication. These injunctive provisions of the consent judgment continue in perpetuity. In addition, the

+ consent judgment contains provisions regulating for periods of 10 and 15 years (expiring in 1990 and 1995) -

certain aspects of ABC's contractual relationships with suppliers of entertainment programming and with
talent performers arid other creative contributors to entertainment programming, and fimiting the number
of hours of entertainment programming produced by ABC which may be offered for broadcast by ABC's
television network. Similar ;udgments have been entered against CBS Inc. and the National Broadcastlng
‘Company, Inc. g

i

Various FCC rules restrict the Company's operation of the ABC radio and television networks and
restrict its conduct in other fields because of its control over those networks. Some of the rules are
comparable in effect to the in-perpetuity provisions of the consent decree described above. Ancther rule
has the effect of-generally limiting the prime time programming schedules of each of the three major
television networks to three hours per night during the period 7:00 PM. to 11 00 BM., Monday through
Saturday.

(]

- | o




O

a #

Cable Television and Other Television Services o
_ As previously noted, cable television can provide more competition to a television station by making
additional signals.available to its audience. in 1985, the United States Court of Appeals for the District of
Columbia Circuit ruled unconstitutional FCC rules which previously had required cable television systems
generally to carry the signals of the television stations in whose service areas they operated. A petition for
certiorari is pending in the United States Supreme Court seeking review of this decision. In addition, the

FCC recently issued a Notice of Inquiry’seeking comments on whether to reformulate the “must-carry”

rules in light of the Court's decision. The Company cannot predict the outcome f these proceedings. @

The FCC has eliminated other rules restricting cable television Jmnortalton of signals of distant
non-network independenit 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
permit cable television systems operating in markets served by the Company's television stations to

- transmitinto those markets signals of additional independent stations, as well as syndicated programming

against which the stations could have claimed exclusivity protection under the former riles. On the other

hand, the Copyright Royalty Tribunal, in response to the decision to eliminate these rules, imposed a

materially increased royalty on the carriage of certain additional distan! signals.. These fees apply to
services provided on or after March 15, 1983.. e United States Court of Appeals for the District of
Columbia Circuit upheld the increased royalty fees. The Company is not able to-predict the prospects for
further litigation on this subject.

Most cable television systems supply additional programming to subscribers that is not originatéd on,
or transmitted from, conventional television hroadcasting stations. The FCC also authorizes broadcast
subscription television services (STV) and multipoint distribution services (MDS), and has expanded the
number of frequenmes available for MDS by allocating two groups of four channels each for the so-calted
multi-channel MDS. “The Company currentty has applications pending for authorization to operate multi-
channel MDS services in 71 markets. The Commission also authorized licensees in the Instructional
Television Fixed Service (ITFS} to lease their excess capacity for commercial use, indluding subscription
television service and has adopted rules facilitating direct broadcast satellite operations, granting a
number of authorizations for such services. it has also created a new service of low power television
facilities to supplement existing conventional teiewsmn broadcast service. The Company cannot predict
the competitive effect of these services.

Radio Proceedings
in an action designed 1o increase the number of aural outlets, the FCC has initiated studies of the

possible expansion of the AM band to include new frequenmes This action would require, among other
matters, some modifications of international treaties governing use of the radio specirum. The FCC also
. Tecently increased the number of FM allocations available for assignment by authorizing 689 new FM *
\\ stations. The Company is not able to predict the outcome and/or impact of these various proceedings.

=

There & L a number of praeosals now pending before Congress for legislation that may aﬂect the
Companst dperations of its statjons’ advertising revenues. For example, Congress recently ‘enacted
legislation p‘acmg restrictions on h, form of advertisements for smokeless tobacco. Current proposals
are also pending for legistation banning. the advertising of wine, beer and other alcoholic beverages on
radio and television. Other proceedings,dnvestigations, hearings and studies are periodically conducted
by Congressional committees and by the FCZ and other government agencies with respect to problems
and practices of, and conditions in, the broadcasting industry. The Company cannof generally predict
whether new legislation orregulations may result from any stich studies or hearings or the adverse impact,
if any, upon the Cu.rnpanys operations which might result therefrom. 2

The: mformatton\contalned under this heading does not purport to be a complete summary of all the
prowsuons of the Communications Act and the rules and regulations.of the FCC thereunder or of gendsng
proposals for other reg,ulatlon of broadcasting and related activities. For a complete statementof such

provisions, reference i3 made to- the Communications Act, and to such rules, regulatlonq and m)ndmg

proposals thereunder. @
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Publi&hing @
At December 31, 1985,‘%the Company published 34 business and. specrall?’Loubllcataons nine dally newspapers
: s en markets, 40 weekly'community newspapers and shopping guides ar /)nbuted information from electropic
Jatabaz.es Following is a summary.of the Company’s hlstorlcal operahng performance (excluding ABC) by type of
publlcattor. for the five years ended December 31, 1985 (000's omitted): o \)
o o o _ o ® &
B i @ Pro Forma (b)
Comses 1984 1983 192 1981 15 T 1984

Inches of advertising., S i : S “

Newspapers (a).: g 18,276 18,620 16,929 16,115, ?6.4{3 17,567 ° 17,518
Specialized publications ........... 2,691 <2837 2731 . 2317 . 2252 2577 2,773

" Advertising revenue . o ' '
 Newspapers—ROP..... oo $257,244 $249,771 $213,330 $189,833 $177,878 $253.962 $242,860
Newspapers—lnserts.6...... N 28,093' » 25825 %721,609 16,971 1"5,13ﬂ5 ezﬁegoh . 25,012
52,608 41,927 7,751 5,953 8,152 12,540 11,361
179,071 165,832 135,102 105227 93,915 156,010 156,530
s _ - ) o &

« Circulation revenue e & ) : s
Newspapers sgrensesessegonrreeenn§ 51,418 § 49,468 $ 46,914 $ 43, 4':8 $ 39,205 $ 50,385 § 47,969°
Specialized publications ., 31,087 24,868 20,904 18, 738 15966 25,564 23,208

© o}

Other operating revenue i N
¢ Newspapers .......... ‘ 78 $ 3,593 § 3,038 & 2988 $ 3028 $§ 3595 $ 3226
Shopping guides ....... 9 9,560 224 — 931 639
Specialized publications .......... 27,382 20,754 10,638 6,134 6;1007' 415-,-591 16,256
2 o - : ) o . 2

Total revenue . , o o\ . . s
Newspapers | $340,533 $328,647 $284,801 $253,230 $235,246 $334,532° $319,067
Shoppmggu deS weerrrpernrrnnen. 64,510 51,487 7,976 5953 ©  8,152° 13,471 . 12,000

Spectallzed putm ;mons 257,540 211,472 166,644 '1'30,099 115,888 _, 197,155 195,994

Paid circulation.at December 31 §
Newspapers (Mon.-Ffi.)............. 941 97 976
Newspapers (Sun.):........ pyrarpeses 840 " 838

Specialized publications 0 ) © 678 =

&
(a)y Does not includs inserts. - =
. () Excludes 1985 and 1984 acquisitiong, start-ups g_r’\g dlspoéa[s
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o 7‘61&\0‘1 JDarly Newspapersf EES © S S Yo ST “
e 3’_ :,-_:93’“ - TheCompanypublishesra,..egarly ncwsnapers msevencommu,ntres (fourofwhlchhave Sunday
,???” o Lea edmons) \?The dally newspapers and-ther paid cwculatron‘at December 31 1985 are as follows: :
. - - G " .
- o ' ° et T SO T ’ o .uaily © ¢ Sunday.
S T & g o T oL, R —
n \Lﬂ ., The Kansas\Crtermes..‘......—_:,‘.; ............ (r/j......;’,;.;.\.......@;Mbrning 274,000 o
- - The Kansas*Crryu (2] T SO Ctereetiesesennnnnnres | EvERIRG. % 227,000 401,000 _
D Fort Worth St‘ar-TeIegram “P\‘\ ..... e Morning 123,000 . 302,000
¥ o FortWorth Star-'lielegr.gm ...... %Q"""% EVening ~ ° - 130,000 '
P .4 The Cakland Press (Pontiac, Mich) ..... O eeereeerenns '. Evening 72,000 . 80,000
K Beﬂe‘br!.‘e News Derriocrat (Beltevrlle i )‘!1.. ireseresanreneer Mornlng 42,000 =~ .52,000 _
T Sy The Trmes Leader (Wllkes Barre Pa.)...peenpeenne SRR (J‘\It—day@\ij 45,000 _"J o
s A)banyDemocht-Hera!d(Albany, Oregon)..............: ... Evening \\” 21,000 o
' . jThe Dar!y Tldmgs (Ashiand Oregon)..iieezee.Zoveevsiuene. Evéhiing -~ 6,000 . B
& - e o @ ® 5 0 -
- Weekly Newspapers P “ s s ey :
) The' Company publishes weekly commumty newspafﬁers |n four'states. The location by state,
- number of publlcations and aggregate ﬂ,lrcutatlon al December 3t, 1985\35 set .orth below: @
.7 Connectlcut ...... SRV - SR reerrsnienans 16 ~  .“Yeg000
o MAGIS e 5 D T 3 Lo 41,000
.77 «Qregof...... ' . o L 6 a 44,000°
Rhode island .. ergieresnemnirrnstieerne e et 3 23,000 :
o 6. .t b : e N ) . . ) o _. S AN . (3‘;;
O ae shoppmg Guides ¢ ’ N - i w o g
: f\Tjre Company distributes shopsﬁ ng guides .in five-states. The locatlon by state number of B
publlcattons and aggregate crrculatron at December 31; 1985 is set forth balow: e e R
]\ i {} . . * e e
Caiifornia : ' 6 . ° 1,350,000 P b,
Kansas::... ceareenenseseanrens B tegdngheneinseinnnes v 2 .7 . 253,000 ‘
MISSOUIT"....coiivnuree < SO OUNURURORO . $e 122,060
! OFegOR.. renennnie U AU ST RRSURRCU DR 1 © 185,000
# Washlnaton, .................... Cevavemneesnnsnnaenns evreans e w2 291, 000
. G y L E @ o
w n 3 . J ) i Lo ' - .
Specraltzed F‘ubhcatrons . : o Lt a
P ' "The Spemat:zed Publications Group, tr.fough Fairchild Publications and- Instttutlonal Investor is .°
_'" “gngaded in gathéring and pubtlshmg busmess news and ideas for industries covered by its various 7.
T & Dubhcatnogs In addition, throuthhrltonCompany, HrtchcockPubhsfhng Cornpanyandotherentltles, 9
Ay “the Specrallzed Publlcatrons GFoup al$d is engaged in the publishing of consumer, spemal mteres R
PR trade and aqnculturat publications, and in. database serwces and inspirational communlcatrons‘ Atl f.“‘@g
|« e 'Gf,g\f\the pu/ncatlor iS are printed by outsrde prlnt.ng contractors Foitowmg are the srgmflcant Yo
o RN puut;gatlons and servrceS‘ e " B3 . _ ;ﬁ. A / o
R \\‘:\\3‘*’:" @ - Tk a5 - b w : : o T 5
N B “h X S . . o N S e R nE -
o B N - Y . : R
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. o \ Title % ' Frequency. : ,circuiﬁllon-
. 'Falrcha!d Publis ations | ' IR -
b e : 2
' Newspaper“" S ) . X o I |
. Women's WearDaily ............... Heeerrennan . Daily ' 79,000 e
-* . Daily News Record............... . Daily - 25,000 e
Amen,c\:{an Metal Market...... * Daily 13,000 . \J
o & HFD-—Retailing Home Furmshmgs ....... -~ Weekly o 31,000
= EnergyUserNews................ Weekly e 16,000
B FootwearNews ..ozl ’&’_"“—} - - Weekly o - . 23,000 e T
. SupermarketNews.._..(‘i ........................... Weekly .. 56,000 ¢
" Electronic News ...... IP ................ Vleekly : 69,000
« Metalworking News............ N I ey . Weekly 28,000 _
o M!SWeek......,........,,,.-....'.‘...."....r;. ................ . Weekly . 126,000(1) L
* 7 MultichannelNews ............,. reverasarannnesaas Weekly _ 12,000
¢ W gpereesietotnsiiasens - Blweekly . . - 221,000 ot
SPOrtStYlg......uvereveeiiii e - Seinimonthly .. 26,000(1)
_ Enirée........ erreenre et e et e s . Monthly 7. 12,000(1)
* " Children 'S BUSINESS ..cvvvvv s e seenens . o Monthly . 20,000(1)
“Magazines © oD, - A
M otiovnesirneninssssessessorassnssssesees s ‘Monthly 136,000 -
‘Metal Cente 5News ‘ s .. Monthly ) 13,000(1) %
" Home Fashions TexXtiles', ....ereeiovivarons .. Monthly , - 12,000(1) - '
o He atTreatmg ........ feaiemereveeanane e vevees . -Monthly: 20,0800(1) - -
International’Medical News Group - o B T R
E FamlIyPractrceNews .......... S S ' Semimonthly : £ 73,000(1)  °
” IntérnaiMedicine News ..:......... s Semimonthly 7 67,000(1) .
) OD. GYN.NEWS ....vveeecrineeeinsearnas SO Semlmontth oo "(F 0 30,000(1) g
. PediatricNeWs.................. erentreerees . ‘Monthly : © 7 31,00001)
N Clinical Psychiatry News ..........c......... ... © . Monthly . .= 29,00001) .
® Skin & Allergy Naws .........coovservvreneverenenes - Monthly oo 38,000(1),
Professnonal Press Group = . - —_— o - i e
2. ' Journa?of!.eammg Drsabmtres...’..-.-_-.....- ...... Monthly. 2 13,000 .
2 ~“Opi‘:ca:'Inci‘ex....._.'..A,a....n;h ..... earenir s wewle @ Monthly G - -34000(1) - °
'Internat.ronalEyecare.f‘.....-.fﬂ ............ rerevies G'Monthly . 15,000(1) o ,
.sAmerican Traveler Group . = : o - £
TheTravelAgent ........c..ocnn... T s Twice Weekly o 450000
a Ei Travel Agent Internaciona..............S%. Mdnthly e — 700001y ¢ [\)
Institutional Investor ) . . I R
¥ ‘DomesticEdition........fueeciereeeeeeeeeen. . Monthly o " 63,000(1)-
. InternatlonaIEdltlon......._._.-.,'....-. ..... e Monthly o 32,000(1)se” -
: “ Institutional Investor alSo conducts meetings and seminars for specmc audtences and :
'bi} le:Ilshes newslettersforthemvestment community. ) _ B o o
Phllatellc Publlcatlons N o7 - ) e . h
Stamp Collector ......... ................. Weekly . ¢ 22,000 SN
‘fheStamp Who!esaler ............... i Biweekly @ . 8000 &
N @ c: ' ¢ o E
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" Title

Consumer and Special Interest Publ;gatlons (2)

Moderri Photography‘....f?.(:‘.‘.’: ...... i
HiGR FIdOIY ..o,

Schwann Record & Tape,Guide rererreiee o

Los Angeles Magazine .............. A T T

b1l

-COMPUTEL.?....;.-...............'......._......;..h .
' COMPUTE"sGazette......;..;.r................~.r..

COMPUTE! also publishes and sells computer g

' recreatlonal and educatioua| computing.

Trade Publications 2)

Assembly Engineering.............. Chereeniseans '
AUtomotive INdUSHIEs .........c...ovewerererennns
Automotive Marketing ..........., errirararirean
~Commercial CarrierJUrNal ....................
CDISHTDULION ..o veeiveces i
Electronic Component News ....... ereereeeninn
_Food Engineering North America ............
“Food Engineering Internat!onal

CHAFOWEIEAGE....corvieveeeieesiaereeiees e iena .

IMPQC (Industrial Maintenance :
- & Plant Operations) .............. D 3
IMPO Distributor News........c........... tvine

Industrial Finishing........ eversr st

- Industrial Safety & Hygiene News....;..;....
Infosystems rieeitgrnnaseestesensasnees Davsogingaenes
Anstrument & Apparatus News @

" instrument & Control Systems
dron A ge/Manufactunng Management. ciend
Iron Age/Metal Producers...........c...iveen

Jewelers Circular Keystone ............5....... O

Machrne and Tool Blite BOOK ........cicveenres

OwnerOperator ........ tsesradsssenngaedsevensets
Product Des:gn & Deveiopment ST S,

Qunaiiljy....' .......... /L_‘ .............. R

Rewew of Optometry .......... cireniFrsreeieaens

1skett

o “_}

-Frequency

= Bimonthly .

Monthly

.-Monthly*
. Morthly
.~ Monthly -

ﬁorthl"y
Monthiy

Monthly

. :Monthly
" Monthly
Monthly

Monthlg
Monthly

‘Monthly .
10 times per year
Monthly

Monthly
nggonthly
J-Monthly
Monthly
: lMo“lthiy_, _
~Monthly
L Monthiy
' -Semlrnonthly
- Monthly
Monthly

Monthly
Monthly

Monthly *

.Monthly

B:monthiy

- Monthiy
Monthly

“Monthly -

&

[

£

i

_ Circtﬂat_ion.

700,000

&G 725,000

400,000
30,000
168,000
350,000

. 275,000

es and books in the field of home,

79,000(1)
75,000(1)
24,000(1)
78.000(1) -
63,000(1)

F108,000(1)
56,000(1)

13,000(1)
71 000(1)' ;

112 000(1)
~32,000(1)
36,000(1) -
56,000(1)

136,000(1)

* 112,000(1) _

. 84,000(1) "

| ;@oo 000(1) -

. 22,000(1)
39,000

95,000(1)._

1131,000(1)°

132,000(3)

° 33,000(1)

~ 80,000(3) .

160,000(1)

- ©87,000(1),

26 000(3)

+ Certain of~ the above also publish books and directories dealing with industrial and

C
. <
T

i .

&

automotive top|cs provrde marketmg and research services and manage trade shows

Q“' (E—t -]
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Title . ¢ Frequency o / Circu:ia:ion R
Agrlculturai Publications (2) A & -

Prairie Farmer (lllingis) ......ccccccocoviiiininnnin - .23 timesperyear 96, 000
Indiana Prairie Farmer .............c..cceconeuie . 23 times per year . ?,000
Wallaces Farmer ...........oeeveeeevreerevenennns 23 times.per year ‘ 87,060,
Wisconsin AQricURULISE. ..........coveveererinnns,s 22 times per year 58,000
Dairy Herd Management............... S ‘ Monthly @ . 110,000(1)
Farm Store Merch‘?ndrsmg ............ eerenaen i Monthily : © 35,000(1)
Feed!otManagemr.?nt........................,..i.. . Monthly 7 34,000(1) *
Feedstuffs ........ Uooereeeeieeaseevimssseseinsann Weekly o 16,000
R ‘Garden Supply Retailer............. rreenreens s Monthly ' 41,000(1)
' Hog Farm Management ..........c.cooeuev.n.. Monthly : : 78 000(”1;
N TACK'NTOGS «.vvivnvmpreneeseiannermassssssonenas 5. Monthly - ' ° 20,000(1)
’ Certain publishing subsmﬂanes also pubtish books, sell insurancé products, sponsor the
o S Earm Progress Show for farmers in the midwest, and prowde marketing and research -
' o services. : _ . : Cs §
e - L . : oo
_ ) B | | D
Database Services v R : 2.
" Securities Data Company and Vldeoloa Communications dlstnbut)e mformatlon fromelec- .
tronic databases. NILS Publishing Company dand National Price Servuce, Inc. {(acquired as a
result of the Merger) publish information on insurance laws and regulations and publish price
and product 1nformat|on for |tems available to the electrlcal and plumbing trades o
Insplratlonal Cornmumcauons : ? T
Word, Incorporated (acquired as a result of the-Merger), a dlversmed rellglous and inspira-....;
tional communications company, publishes religious and, inspirational books and materials
and produces and distrlbutes records tapes, sheet mus:c song kooks, films and 1nstructlonal- :
materials. 5
- @ . . . Q
(1) Controlled circulation. - ' 2 ._
{2} Acquired by the Company on January 3, 1986 as a result of the Merger o o ) B g
(3} Co{ntrolled circulation, with approximately 40-45% paid. - _ - o '
o ! : W .= . . . I
Competition ® . s e - S
The Company's specialized’ publications operate in a hxghly competmve envrronment In the '
- :Company’s various news pubhshlng activities it competes with almost all other mformat:on media, and

this competiton may become more intense as communications equipment is |mproved and new
techniques are developed. Many metropolitan genera.newspapers and small- crtyorquburban papers
carry business news. In addition to special magazines in the fields ‘covered by'the Company’s
specialized publications, competing general interest and.consumer magazines and general news
magazines publish sﬁbstantlal amounts of similar business material and deal With the same orrelated.

B special interests or industries as those covered by the Company’s pubhcatlons Nearly all of these @;
- publications seek to sell advertising space, and much of th|° effort is directly or ir1d|rectly com"“_":”e 7
with the Company’s specialized pubfications. o o B ;

s’i’,
The Comipany's newspapers and shopping. gu:des compete with other advertlsmg media such as
broadcasting stations, suburban and metropolitari newspapers, magazines and billboards. The
_Company'’s book publishing operations compete with other companies whose books deal with the
same or related fields as those covered by the -Company's titles. In most cases, there is also
-uompetltxon for acquisition of new book itles, In the religious and inspifational recording fieid, there
is‘competition with others, not only to obtain the creative talent and music essential to the business,
but also in the sale and distribution of the product. : e

<
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.Raw Matenals - o i d :
~ Newsprint is the pnmary raw material used by the Company's publishing dlwsron Newsprlnt and *
other paper stock for the Companys specialized and business publlcaf ons is mostly furmshed by contract
prlnters Newsprlnt is readlly avatlable from numerous suppllers o :

R | o
' Immedrately'pnor to the Merger the Company had interests in 55 cable: television systems which °

Cable-Te_Ie\nsnonm '

a

o served ‘379,605 basic subscribers with 250,470-premium-units. All systems were 100% owned by the

_ Company or its subsrdlaries except for orié which was.80% owned and one which was 50% owned. The
Company divested all of its cable television systems on Januaryz and January 3, 1986. (Fcra descnptlon

"~ @i the FC@ regulatrons which necessitated these divestitures, see above under "Llcenses—Federal
Regulation of Broadcastmg!Ownershlp Matters") . , o w
ltem 2. Properties. - o E

The. Company currently dccupies executive offices at:24 East 51st Street in New York City under a

" lease expiring in 2012. The principal executive and editorial offices:of Fairchild are located in New York -
City and are.owned by the Company.” All of Fairchild’s offices in other cities, as weII as.all of the premises
¢ecupied by institutional Investor in New York City-and Sutton Industries at various Iocations in Callforma W
are leased. The,Company owns and. leases additional publrshlng subsidiaries’ executwe, editorial and.
other offices and facilities in various cities, for which leased propertres the leases expire on various dates
through 1994. Allof the premises occupied by the newspapers are owned by the Company.

- The Company owns the ABC Building at 1330 Avenue of the Amerncas, the ABC Television Center on
West 66th and 67th Streets and the ABC Radio Network studios at 125 West End Avenue, all in New York.
City. In Los Pngeles the Company owns the ABC Television Center, and studios and offices at Sunset
~Gower Studros are partially owned and the balance is leased with an ‘option to purchase:in 1988. The
" Company also ieases its West Coast corporate headquarters in Los Angeles, the ABC News. Bureai™
facility in Washlngton, D.Ccand the computer facility injHackensack, New Jersey, under Ieases expiring .
on variot$ dates thrqugh 2002. The Company’s broadcast operations and engineering facility and local
television studios and offices in New York City are leased, but the Company has the right to acquire such
_properties for d}nommal sumin 199: The Company owns the majority of its other broadcast studios.and -
offices and broadéast. transmitter;sites elsewhere, and those whrch itdoes not own are occumcd under
leases explnng on varlous dates t?\rough 1996 i . _

& : R
Item 3. Legai Proeeedmgs . ' ' R s
. . The folfowing. constltutes pending tegal proceedmgs other than ofdinary routine lit rgatron incidental
to the bus:ness, to whlch the Company or any of its subsidiaries is-a party orof which any of their property
" is the 'subject. Based on evaluation of facts which have been ascértained, and the opinions of counsel

S

,,-=

o

[

handling the defenseiof these matters, rnanageme‘lt betreves the qutcome of such legal proceedings will, :

in the aggregate, not have amaterial adversé effect on the“/fmancml statements of the Company

* Onor about September 20,1978, an action was commenced against the Kansas Clty Star Company
(the “Star") and the Company in the:Gircuit Court of Jackson County, Missouri by Ftnbert S. Miskimen on
‘behalf of hiniself and approxrmately 267,0ther partles plaintiff. Plajntitfs, as carrier dlstrlbctors of the Star’s
newspapers, -sought an‘injunction restraining the Cofnpany and the Star from refusing to'sell newspapers _
to the’ p$a|ntrffs for home delg‘very subscribers, for a declaratory judgment relating to plarntrffs property
_interests in their respectlve territories and for aggregate compensatory damages of $100,000,000 and
punltlve damages of $100 000,000 for each plaintiff. On June 23, 1982 the Circuit Court rejected plaintiffs’ -
“‘elaims. On November 7, 1984 the Missouri Court of Appeals, Western District reversedithe decision of the.

-+ *-Gircuit Court rendered in favor of the Star, resulting in a judgrnent.in favor of plaintiffs and determining that -

the Star could not terminate its contracts with: plaintifis at will and without ‘cause.. The action has been
. remanded to the Circuit Court for further proceedings, Both piaintiffs and the Star and the Company have -

moved. the Court for smmary Judgrnent in their favor. The plaintiffs seek an award of $17,000,000, plus

pre-Judgment interest thereon since Séptember 24, 1977 and for punitive damages of $100,000,000.

\{r
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There are 14 other actions pending in various Missouri State Courts seeking damages against the
Star arising from claimed interference with plaintiffs’ property rights and contractual relationships with
newspaper carriers. Thasé cases are substantially identical to the Miskimen action. The opinion of counsgl
for the Star is that the outcome tf these litigations will depend-on the outcome of the Miskimen‘action.

On or about June 14, 1983, actions were commenced against the Star in the United States District
Court for the Western District of Missouri, Western Division, by the Aaron plaintiffs (consisting of 147
named carrier plaintiffs or their representatives), the Baldwir plaintitfs (consisting of 25 named carrier
plaintiffs or their representatives) and the Fowler plaintiffs_\\(éonsistihg of 3 named carrier plaintiffs or their
representatives). The three astions seek permanent injunctive relief prohibiting the Star from selling its
newspapers to-each of the pigintiffs based upon the type,of customers te whom plaintiffs sell at retail and
an order requiring the Starto sell its newspapers to plaintiffs on a balanced draw or individual copy basis.
The actions are founded upon alleged violations of the Sherman and Clayton Antitrust Acts. The plaintiffs
seek treble damages in an unspecified amount, in addition to counsel fees, costs and expenses. The
three actions have been consolidated for joint discovery and pre-trial proceedings. There are other
miscellaneous actions instituted against the Star arising out of its dispute with its carriers.

The Company's subsidiary, ABC and CBS Inc. are defendants in an action entitled Columbia Prctures
Industries, Inc. et al. v. American‘Broadcasting Companies, Inc., et al., commenced by certain motion
picture producers and distributors on September 28, 1970 in the United States District Court for the
Southern District of New York for alleged violations of the Sherman Antitrust Act arising out of the
respective entries by ABC and CBS Inc. into the production of feature films for theatrical and television

exhibition. The suit asks for unspecified monetary damages and a permanent injunction prohibiting ABG
from having any interest in television entertainment programming or feature fiims other than the right to

show them on the rietwork and on its owned-and-operated television stations. ldentical relief is sought
against CBS Inc. The plaintiffs in the suit are Columbia Pictures Industries, Inc., Metro-Goldwyn-Mayer,
Inc., Paramount Pictures Corporation, United Artists Corporation, Universal City Studeos nc., MCA Inc.,

Warner Bros. Inc., and certain of their subsidiaries or affiliates. [tis the opinion of ABC's anfitrust counsel g

that ABC's entry into production of feature films was lawful and that ABC will prevalil in the defense of this
litigaticn. ABC has filed an answer denying the plaintiffs’ charges and has filed counterclaims against the
plaintiffs, the parent corporations of several of the plaintiffs and the Motion Picture Association of America
alleging violations of the Sherman Antitrust Act and seeking damages for injuries to its business resuiting
from acts and practices of the motion picture producers and seeking an injunction against continuation of

the acts complalned of in the counterclaims. With the consent of all parties, this suit has been placed in -

suspense subject to ) the right of any party to apply to the court for an order reinstating the case to the
active docket.

Since, 1982, ABL y has had pending in the U.S. Claims Courtan actlon against the government seeking
a determination that/ABC is entitied to all or a portion of the investment tax credit with respect o various
programs broadcast by ABC during the years 1962 to 1977. Certain of the program producers became
parties to that litigation in 1983. The Company cannot predict the outcome of the Ciaims Court action,
and ABC's financial statements have not reflected the potential recovery. On February 28, 19886, a number
of program producers instituted a separate action against the Company in the Superior Court for the State
of California, County of Los Angeles, alleging, among otherthings, that ABC's efforts to recover investment
tax credit are inconsistent with ABC’s agresments with these producers and seeking relief in various
forms including compensatory damages in excess of $500 million {which amount assumes, inter alia,

recovery by ABC of the investment tax credit sought by it in the Claims Court) and punitive damages in -

excess of $1 bll]lon Management of the Company believes that this action is without merit.

item 4. Submission of Matters to a Vote of Security Holders.
The information called for by this item is not applicatile:
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Executive Omcers of the COmpany

. Name ﬁgg
Thomas S. Murphy ...., 60
Daniel B. Burke .......... 57
Joseph P Dougherty... 61
John B. Fairchild....,..... 59 -
John B. Sias............... 59
Ronald J. Doerfler ...... 44
Michael P Mallardi...... 52

Phillip J. Meek............ 48

StephenA.Weiswasser 45

Allan J. Edelson ......... | 43
Gerald D’ickle;_.m. 73
David J. Vondrak,..... 5540

M. Dickler's association with the Company is not his principal occupation. Mr. chkler has™

Dlrec!or
since

1957

1967

1967
1968

1977

1954

¥

Officer
since

1958

1962 -

1959

1968

1975

1977

1986

1986

1986

1981
1954
1986

- Title

Chairman of the Board of Directors and

- Chief Executive Officer,

_President, Chief Operating Offlcer and
' Director.

Executive: Vice President and Director.
Prior to January 1986 he was also
President of Broadcasting Division.

Executive Vice PreSIdent Chairman

and Chief Executive Officer of Fairchild -~

Publications, and Director."

Executive Vice President, PreSIdent of

ABC Network Division, and Director.
Prior to January 1986 he was Executive
Vice President, President of Publ|sh1ng
Division and Director. :

Senior Vice President and Chief
Fmanmal Officer, .

- Senior Vice President and P'e5|dent of.

Broadcasting Division stnquanuary
© 1986. Prior to:-such time he was
Executive Vice President.and Chief
Financial Oificet” of American
Broadcasting Compames, inc.

Senior Vice:President, President of
Publishing Division since January 1986,
anid President and Pubiisher of the Fort
Worth Star-Telegram.

Senior Vice President and General

-Counsel- since January -1986. Prior to
such time he was engaged inthe. = -

practice of law as a partnerin the law flrm
of Wilmer, Cutier & Pickering.

Vice President and Controlier
Secretary and Dlrector

Treasurer since February 1986. Prior to
such time he was Vice ‘President and

Treasurer of American Broadcast:ng' '

_ Companies, Inc. 2

Concurrently been actively engaged to 1983 in the practice of faw as-apartner in the law firm of Hall,
Dickler, Lawler, Kent & Friedman, counsel to the Company. Since 1983 Mr. Dickler has been Senior
Counsel to the same law firm. There is no relatlonshlp by blood, marriage, or adoption, not'more

remote than first cousin, dmong the offlcers All officers fold office at the pleasure of the Board of

Directors.
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- to Shareholders and is mcorporated herein by reference.

G

-ttem 5. Market for the Registrant’s Common Stock and Related Security Holder Matters.

1tern 6. Selected Financial Data.

* Item 8. Financial Statements and Supplementary Data.’

Ttem 9. Drsagreements on Accounting and Financial Disclosure.

PART II

* The information called for by this item is included on page 33 of the 1985 Annual Report to
Shareholders and is incorporated herein by reference

The information called for by this item is inclided on pages 20 and 21 of the 1985 Annual Ftep r\t

ltem 7. Management's Drscussron and Analysis of Financial Condition and. Results of

. Operations. . v
The information called-for by this item is lncluded on pages 15 through 19 of the 1985 Annual
Report to Sharehelders and is incorporated herein by reference: i

The information called for by this item is included on pages 22 through 36 of the 1985 Annual
Report to Shareholders and is incorporated herein by reference.

The: 1ntormat|on catled for by this.item i |s not appllcable

&

i
PARTHI '

Item10. Directors and Executrve Officers of the Regrstrant
incorporated herein by reference. to the Company’s definitive’ proxy statement for the annual -

meeting of shareholders to be held on, May 15, 1986 Infermation concerning the executlve ottlcers is

included in Part |, on page K-15. - ’ . R

Item 11. Executive Compensation. ! " '
Incorporated herein by reference to the Companys detmltlve proxy statement for. the annual :
meeting of shargholders to be held on May 15,1986 o © - S o

Item 12. Secunty Ownership of Certain Beneficial. Owners and Management o :
. incorporated herein by reference to the: ‘Companys definitive proxy statement. for the annual o ‘
meeting of shareholders to be held on May 15, 1986. : & | & s

item 13. Certain Retatronshrps and Related Transactions. L9
Incorporated herein by reference to the Company’s defmmve proxy statement for the annual -~ - -
meeting ofshareholders to be he\:d on May 15 1986 o o ) o L o
PART IV -

Ite?n 14, Exhrbrts, Fmancral Statement Schedules and Reports on Form 8- K : @

(a) 1. Financial staiements and financial statement schedules
The flnancml statements and schedules listed in the accomUanymg index to the consol-
_ idated financial statements are filed as part of this annual report. y
) 2. Exhibits
: The exhibits listed on the accompanymg index to exhibits are tited as part ot this annual
" report. : . 4
(b)* Reportsop Form8-K. =~ ~ o L : -

P

& Noneflled during Fourth Quarter 1985 L

4

i

_\.:}..
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" March 18,1986 .

-CAPITAL CITIESIABC, INC.

INDEX TO CONSOLIDATED FINANCIAL STATEMENTS
_ -AND FINANCIAL STATEMENT SCHEDULES
COVERED BY REPORT OF CERTIFIED PUBLIC ACCOUNTANTS

(item t4(a) 1.)
s Reférence
Annual Report
w - to
_ _ . _ Shareholders Form 10-K
Consolidated balance sheet at December 31, 1985 and 1984 ......... 24
_For the years ended December 31, 1985, 1984 and 1983: ,
Consclidated statementofincome ..............ooee i, 22
Consolidated statement of changes in financial position ......... 23
Con$olidated statement of stockholders’ equity....... PO .. 26
Notesto consolidated financialstatements..................o000 27
Financial statement schedules for the years ended December 31,
1985, 1984 and 1983:. o,
®  V—Property, plantand equrpment ........... PN ferir e K-20
Vi—Accumulated: deprecratron and amortrzatron of property, '
plantandequipment ........... .. f e ne e aaaeeens o K21
Vill—Valuation and qualifying accounts L P P PITSPERRE - K-21

" Alf other schedules have been omitted since the required information is not applicable or is not
present in amounts sufficient to require submission of the schedule, or because the mforrnatlon
requrred is rncluded in the consolidated financial statements, mcludlng the notes thereto. .

@
LA ‘C\"[ * * *

The consolidated flnanc'al statements of Capital Crtres/ABC Inc., listed in the above index which
are included in the Annual Report to Shareholders forthe year ended Dece( \ber 31, 1985, are hereby

" incorporated by reference. With the exception of the Items referred to in ltems 1, 5, 6, 7, and 8, the

1985 Annual Report to Sharehotders is not to be deemed filed'as: part of this. report

4]

o . CONSENT OF CERTIFIED PUBLIC ACCOUNTANTS

We consent to the incorporation by reference inthis Annual Reporton Form 10-K of Capital Cmes/, '
" ABC,Inc. for the year ended December 31, 1985 of our report dated February 28, 1986 included inthe
= 1935 Annual Report to Shareholders of Capital C'tles/ABC Inc..f

‘We also consent to the addition of the fmancral statement schedutes Irsted |n the accompanyrng '

index 1o flnancral statements and financial statement schedules to the flnanolal statements covered

by our report dated February 28, 1986 rncorporated herein by reference

We also consent to the incorporation by reference in the Registration Statements Forrn S-8 No
2-58945 for the registration of 630,067 shares, Form S-8 No. 2-59014 for the reglstratlon c\287195
shares Form 5-8 No. 2-86863 for the registration of 300 000 shares of its common :s‘\\;ock angsForm
3-8 No. 33-2196 relating to the issuance of an indeterminate number of shares of the. Company’s

-common. stock, Registration Statement Form S-3 amending Registration Statement Form S-14
“No. 2-97628 for the registration of -2, 906 703 Warrants and 2, 906 ,703 shares of the Company’s
common stock, and Registration Statement Form S-3 No. 33-3236 for the registration of Guaran- -

teed Debt Securities and Warrarnits to purchase Guaranteed ‘Debt Securities, and in the related Pros-
pectuses of our. abmga report. - _ _ Sty

ARTHUR YO JNG & COMPA'\!Y T veo
§

NewYork NewYork . B o [

it
0

; s ) K'17 [
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'CAPITAL CITIES/ABC, INC..
INDEX TO EXHIBITS (Item 14(.)2 )

(3)(a) Restated Certmcate of Incorptration of the Company

(3)(b) Current By-Laws of the Company Incorporated by reference to Exhlbrt (4)e)to Reglstratron
Statement No. 2-97628. . . 5 .

(4)(a) Capital Cities. Communications, Inc. Standard:Multiple-Series indenture Provisions dated
July 25,1985. Incorporated by reference to Exhibit (4)(a) to Registration Statement No. 2-99204.

(4)(b) Form of Indenture dated as of July 25, 1985 between the Company and Manufacturers Hanover
Trust Company; as Trustee, with respect to the Senior Debt Securities. incorporated by-reference to
Exhibit (4)(b) 1o Registration Statement No. 2-99204. )

(4)(c) Form of Indenture dated as of July 25, 1985, between the Company and Bankers Trust Company,
as Trustee, with respect to the Subordinated Debt Securities. Incorporated by reference to Exhibit (4)(c)
to Registration Statement No. 2-99204, o

{(4)(d) Revolving Credit Agreement, dated January 3, 1986 arnong the Company, Chemical Ban (and
certain other banks. Incorporated by reference to Exhibit G to the Company’s Schedule 13D dated lt\a.nu-
ary 13, 1986. ‘

(4)(e) Capital Cities/ABC Finance Company, Inc. (Issuer) and Capital Cities/ABC, Inc. (Guarantor)
Standard Multiple-Series indenture Provisions dated February 11, 1986. Incorporated by reference to
Exhibit (4)(a) to Registration Statement No. 33-3236.

(4)(f) Indenture dated as of February 11, 1986 between the Company, Guarantor, and Manufacturers
Hanover Trust Company, as Trustee, with respect to the Senior Debt Securities. Incorporated hy reference
to Exhibit (4)(b) to Registration Statement No. 33-3236.

(4)(Q) indenture dated as of February 11, 1986 between the Company, Guarantor, and Bankers Trust

Company, as Ttustee, with respect to the Subordinated Debt Securities. incorporated by reference to
, Exhibit (4)(c) to Registration Statement No. 33-3236.

(4){h) Warrant Agreement dated October 24, 1985, as amended and restated as of December 26,

~ 1985, between Capital Cities Communications, Inc. and Morgan Guaranty Trust Company. Incorporated

by reference to Exhibit (4)(h) to Registration StatementNo. 2-97628.

{4)(i) Form of Warrant Certificate of the Company dated as of January 3, 1986.
reference to Exhibit (4)(i) to Registration Statement No 2-97628. e

(4)(j) Note Purchase Agreement, dated November 15, 1985, between the Company and Metropolltan
Life Insurance Company Incorporated by reference to Exhibit C to the Cornpanys Schedule 13D dated -

Incorporated by

- January 13, 1986. .

{4){(k) Note Purchase Agreement, dated November 15, 1985,. between the Company and Teachers.
Insurance and Afinuity Association of America. Incorporated by reference to Exhlbrt D to the Companys

.Schedule 13D dated January 13, 1986. ' 'I

(4)(l) Note Purchase Agreement, dated Novernber 15, 1985, between the Company and Eqmtable
Variable Life Insurance Company. Incorporated by reference to Exhibit E to the Comipany’s Schedule 13D
dated January 13, 1986. 3

-{(4)(m) Note Purrhase Agreement dated Novéember 15 1985, between the Company :and Equltaole

"}'Llfe Assurance Somety of the United States. Incorporated by reference to Extgbrt F to the Companys
i Schedule 13D dated January 13, 1986¢ -

R

4)nm Other instruments defining the rights of holders of Iong-term debt of the Company and its.

consclidated subsidiaries are not being filed since the total amount it of securities authorized under any of

such instruments does not exceed 10 percent of the total assets of the Company and its subsidiaries on a
consolidated basis. The Company agrees to furnish.a copy of any such inst:ument to the Securities and .
Exchange Commrssaon upon request o :




0.

J'J

wff o

(10){a) Agreement and Plan of Merger, dated March 18, 1985, as amended and restated as of
May 8, 1985, among.the Company, CCC ‘Acquisition Corp. and American Broadcasting Companies,
Inc Incorporated by reference to Appendix A to the Company’s and ABC s, Joint Proxy Statement-
Prospectus dated May 10, 1985. Ry

(10)(b) Stock Purchase Agreement bétween the Company and Berkshire\Hathaway Inc., dated
March 18, 1985. Incorporated by reference to Appendix B to the Company’s and ABC's Jomi Proxy
Statement-Prospectus dated May 10, 1985.

(10)(c) Stock Purchase Agreement among the Company, Berkshire Hathaway Inc., National .

Indemnity Company, National Fire and Marine Insurance Company, Columbia Insurance Company,
Ne\}raska Furniture Mart, Inc. and Cornhusker Casuaity Company, dated January 2, 1986. incorpo-
rated: by reference to Exhibit Atothe Schedule 13D daied January 8, 1986 filed by Berkshire Hathaway
Inc. and others in regard to the Company’s common stock.

(10){d) Consultancy Agreement between the Company anc‘_Frederlck)S Plerce dated January 8,
1986.

{10){e) Agreement between the Company and Frederick S. Pierce dated January 8, 1986, termi-
nating ihe Employment Agreement between American Broadcasting Companles Inc. and Mr. Plerce
dated as of September 1, 1981, as subsequently amended.

{10)(f) Indemnification Agreement between the Company and. Frederlck S. Piercedated January 8,
19886.

{13) The Company’s 1985 Annual Report to. Shareholders. (This report, except for the portiogs
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 Company.

(25) Powers of Attorney.

(28) Undertakings.
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! e © I \ & o a
® ‘CAPITAL CITIES/ABC, INC. "
i
% N Qscusnmg.w&momnm;gum AND EQUIPMENT B
. {Thousands of Dollass) C?‘{’) :
- ' o ° . @ Additions at cost : i
S = I ) 7 = Other:: : =
= Balanceat Opeiating Retire- changes—-—— Balance
G o, ) begandg companies ments  reclassiti- atclose =
.,.A of peri acquired  Other or sales cations(a) of period
Year ended December 31, 1985; - ' < E
Land and |mprovemenTS ............. creeenes e 324 .941 $1080 $ 853 § (1,188 ! $ 22726 -
‘Buildings and improvements........... cerineaenees 74,716 1,180 2,590 (1,067) - . 77,419 L
Broadcasting eqUIPMEnt ..vovvesceencercasvenss = 65,346 5 110 6,685 . l {(268) a 71,873
Printing machinery pnd equ!pmeni RV - 7. [ 1311 11,08 g’.?SS)? 93,959 -
Cable television dlslnbutlon systemsand © a / ® I -
equrpment......,,...‘.n.. ..... P, cumimavereane 144,143 5,543 16,254 {28) 165912
‘Other, including construction-in-progress........ ., 49,889 - 178 37,921 (1,395} 86,603
$440,407 & 9,402 §75384 § (6,701) : $518,492
%, i - ' 5
Year ended Decembersf\ s184 a &’3-//\ ‘
Land and .mpmvemems\. verrerereriereneeess 5 21,189 % 1,010 $ ) 90° §  (348) g4
Buildings and improvemelitS «..........oecrere. 69,214 1,985 3,795 (278) 74,716
Broadcasting equipment ....c.veiiiiiiniinniins 60,183 2,248 6,277 (3,362) 65,346
Printing machinery and equipment............... 72,734 2316 10,464 (1,152) 84,362
Cable television distribution syslems and T ' "
3 equipment.........ierveeeien drerrarrsesaarsesnen 126,169 981 16,746 5 247 C]44143 _
‘ Other, including constructign-in-progress........ - 32,136 2400 16494 . (1731) _ © "49,899 1
| §381625 $10940 §53.866 $ (6.271) § 247 §440.407 /
& © g . ‘ a
: Yearended December 31,1983; - G : N
Land and improvements ........... vreerreranes .. $20609 S 291 § 570 % 0(162) - % (119) § 21,189 T
Buildings and improvements............. crevesear. - 63,848 552 ‘5625 (549) (262)  '69,214" R
Broadcasling equipment .......-2overeirvrininne. 53,370 8,907 2,094y _ 60,183
Printing machinery and eqmpment ............... . 68,287 1,840 6606 (1 4~.9} - {2,580) 72 734
Cable television dlstnbuuon systems and & _ ' B P
equipment....... v raerereneseberianen 90,568 | 1,945 833,745 (89)" 126,169 P
Other, including construction-in- progress...-...@._‘. 40,993 1227 (7,858} {1,030) {91) _-32,136 ) o
_ $337675 $ 4,750 $47,595 . § (5343) § (3,052) $381,625 . -
;,;' T - ~a _ '
(a) Represpntc in 1984 and 1983 final adjustments to the purchase price atlocation |of the 1983 acqwsn'an SO B
of four cable television systems and the 1982 acqmsmon ‘otthe Red Bank Register. - © ';‘
Depreciation.is generally prowded on a straight-line basis over the estlma*ed useful lives; buildings. . - =
and |mprovements—‘*10 to 50 years; broadcasting equipment—4 to. 8- years pnntmg machlnery and :
equipment—5 to 10 years cable telewsxon dlstrlbutlon systems———10 to 12years. = _ e
o - . - . 5 o
0] . . . . .
Y ‘ “ @
[} » ¥

[a} e
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o

i S

R.ﬁro- - . Balance

S ments - + gt close

Ybarendedf)ecembera'f 1985; - b B P Ton P m. o

_ Landnmprmmenm ..... P I s T8 $° G21) $ . 772
‘Buildirigs And improverents ,...c........... | - - @,27449 344 (100} 30,763
Broadoasbngaqurpment.,....,..._'.-.-,...;.-..--...-."‘ 36,354 6,340 (233) 42,461 .

Printing mactinefy and equipments......... 54817 -0 . 7419 (1,776) 60,460 -
o Cabletelevusnondlslnbuhonsystemsand o o B : T o
' eqmpment.,...._-.,_,;. ...... g, 32828 16,628 B 49486

" Ofher......... L e 13748 - 4113 . _(1378) 16684 .

2 : T 5166014 © . $37.990 - v $(3,408) $200,596" . y
' \ﬁarended-Degmt;erm:!SBAﬁ - . o« e - _ .
Land IMprOvements .....coivcsrevecresonosie & 719 .. & 108 s (19 s 817 -

: Buildmgsandlmprovements ....... IO 24,589 2996 . . (136) 27,449
Broadcasnngequment ceravnerentaese—, 32,903 5785 (2424) ° 36354
Pnnhng machmeryandequupmenl.......,.._ 48,019 4,796 . {998) 54,817 -

'Cabieteiev:smndtslnbuhonsystemsand . ) o - .

T equIipment ... eiieniennenns eeenageseise 18,768 14,060. : < R
OME. .oy sertsrnsnscas ey sessenssssresapese 11,271 3339 (861)° 13,749, _

‘ - L, 136359 $34,084 Sa429) - $166014 e
© Yearended December3%,1983: . o . ’ Sa =
" Landimprovements .......... - $ e - $ 109 o $ @ ‘§ 719 R
Bulldmgsandlmprmemants..,...._....,....._ 22,428 /; 2,654 ’ - _24589 :
Broadcasting equipment.. ..o seereses. 29,680 5,047, ‘ 3299_3 o
¥ ‘Brinting machiniery and equipment .,........ 42,363 6,708 48,019
Cabie television djstribution systemsand : o ) o 2
equnpment et b e b A e n b es e net b es 7,585 10,824 - 18,768
Otfler....... % PR —— 9,061 2763 ° : _ 12
: - $111,729 $28,099 $(3,469) $136,359
et — — - —
. )
‘4 SCHEDULE VIIl—VALUATION AND QUALIFYING ACCOUNTS | o
- _ _ N {Thousands of Dollars) !
: e o . ‘
o ) . 8 D" @ - R ] P )
o o R ‘Additions Deductions s Y .
S o . Balanceat Opefsting Charged  Operating Accounts Baiance .
° ° beginning companies = to = compznies writtenoff, atclose
o _ _ I i _ofperiod _acquired income . -disposed “net of period -
Deducted from accounts and notgs‘receivzi'/b!'a- C - - s o
Yeare'nged Decernber 31,1985, ........c0....  $7,369 $ 60 . $7,141 (305) . $(7,520) . $6,745 E
Yearended December31 1984 . reryese 5,923 717 6,298 - " 15,569)" 7,3§9
Year énded December 31, 1983......oeeei. - 4919 . 989" - 5738 | {4,923) 5,923
é‘? s L l«"__ SEen . : B . ;
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the dates indicated:

L]

L A
“ ‘Principal Exécuiive Officer;

.. (Thomas S. Murphy)
Principal Financial Officer:

-, Controller:

/st ALLAN J. EDELSON

i3 (Aitan J. Edelson)

L St

Directors:
"

.- Pursushtto the requirements of Section 13 or 15 (d) of the Securities Exchange Actof 1934, °
" & theregistrant has duly caused this Annual Report to be signied on its behalf by the undersigned,
S .-th_efquqtouu]y'jmhorlzéd; R T D : e :

"Pursuant to the requirements of the Securities Exchange Aci of 1934, this repori has been

signed below by the following Ppersons on behalf of the registrant and in the.capacities and on

"I/ THOMAS S.MURPHY -

B+

- SIGNATURES

. . o

G &

.* . CAPITAE GITIES/ABC, ING, -
S T (Reghsirant)

JszTHOMAs% ,‘JUURPHY R RN
: chfn"qn""'.'n'oim';ﬁ'fm - “March 18; 1986

"

i

G
B

=

T : March18,1986° , . ¢

/s/ RONALDJ.DOERFLER . . " .
7 (Ronaid 4. Doertier) .

' Margﬁ“15;"ﬁ}§6€ o

. March1g 1986 s

(Rbbeﬂl!ﬁn_:man) R
. *

March 18, 1986

i"&f’ﬁ’,

]
T cpr i -, 1
. E .

=

' (Wan_enE.Buﬂ‘\“M}.
Loa T W

- o March 18, 1986 .

. (Danie! B. Burke) '
A o

March 18, 1986

(Ffék_\'-}\l}: T. Cary)

= cimdy s b *

T ‘March 18,1986

T{Geraid Dicxier) -
'dDickler)

. (Juephwnouéheny)' '
o *

- S o Marchig, 1986 - .
T o : §(%7_rlalrch_.1&{,19:36' C

" (dohn B, Fairchila)
SR

Maich 18, 1986

(I;échlm I-I Goldenson) '
X i

*  March 18, 1986,
_varen 16, 1

(Alan Greenspan)
*

March 18, 1986

(Leon Hess)
*

o ‘March 18, 1986

(Géorgel’.denking
*

o " March 18, 1985

(Thomas M. Macioce)
* o

March 18,1986~ -

’ -(JohnH. Muller, Jr) _
/s/__THOMAS S. MURPHY

— A ~ Machigees o

. (Thomas S. Murphy})-
. W .

March 18, 1986« ¢

T {Frederick 5. Fieros)
. x*

March 18, 1986

-

. * T {JohnB. Poole)

® oy

R
Ma_l_'ch 18,1986

.

(John B.Sias)
*

@ )
~ March 18, 1986

T {Willlam 1. Spencer)
. ) * o

%

0 Co . " "March 18,1986

(M. Cabell Woodward, Jt)
*By _/s/ THOMAS S: MURPHY

co T " March 18, 1986

\ (Attorney-in-Fact)
E ) .
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Administration - -

Corporate

Thonias S: Murphy, Chaitman of the Board and
Chief Executive Officer
Daniel B. Burke, President and Chlef Operaung Oﬁicer

doseph P Dougherty, Executive Vice President *

- John B. Fairchild, Executive Vice President; Cha;rmao and

Chief. Executme Officer, Fairchild Publicdtions

John B. Sias, Executive Vice President;
President; ABC Network Division

Roriald J. Doerfler, Senior Vice President and.
Chief Financial Officer

Michael P Mallardi, Senior Vice Pres:dent
President, Broadcastmg Division

o
Arnold HeAgree, Vico-President

- Philip R. Beuth, Vice Pres:dent

. Aaron M. Daniels, Vice Préuident

" John'T. Dcaly, Vice Preszdenz)

i JosephM F:tzgerald Vice Eresident,
Richard L. Freund, Vice-President
John E. Frisoli, Vice Pres:deﬂt :

;_3,‘\.

. T N4
; . 7
R o /] .
A

ABC Network Division -
John B. Sias, Prestdeno
MarkH. Cohen, Executive Vice Preszdent
" "Warren D, Schauh Senior Vice. President ~

i R ]

‘ABC Enter'tammént {Lios Angeles, CAY.

Brandon Stoddard, Presxdent

ABC News and Sports (New York, N¥)
. Roone Aﬂedg‘e, Group Preszdent

ABC News . °

' “Roone Arledge, Presidént ' T
Richard C. Wald Senior Vice President
- David W-Burke, V;ce President  ©

- S

<

. mun:p.r Meek, Senior Vice President;

" R

G

President, Pubhshngwuwn i

Stephen A“Welswasser, Semor Vice Preudent and
- General Coum

AllanJ Edelson, tcePreudeMand Corurolkr
Andrew E, dackson,VwePreudeM o
-v;.ra\ckleg; Secrelary ’
k, Trecaurer:

id l"'oe?wsth Assistant Controller ond
cAuu:tmd Secrétary

Philip R. Farusworth, Assistant Secretary .
JamesM Goldberg,Assutant ﬂ'cosurer '
. g,

£
o .

-\_y‘-"t,
]

Robert.T Goldman, Vu:e President '
Ann Mayoat;ti Gray, Vice ﬂl}eg_!dent
- ;Charles Keller, Vice President
. Patrici J. Matson, Vice President
William E. Pierson; Vice President
Alfred R, Schneider, Vice Presideny,
Edward D: Willia'ms;’, Vice President »
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Stephen d. Solomon, Senior Vice Pre.subru‘"

» ABC Television Network (NewYork NY} _'

Mark Mandala, Presuient =
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" Television Stations— East . %  Radio - -
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WEVLTV (Philsdelphia, PA)° B w;‘;; m&mgﬂ‘ r‘e‘{nﬁ Gmm, Mn DIRE
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KGO-TV(San Francisco, CA) - RonaIdR Pancratz, President, GeueralManager .
‘Lend. Spagnoletti, Presideit, General Manager RN o shmgton, Dey” =
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.""ESPN (Bristol, CTH*,” . = . . ST

~ J.William-Grimes, Presideni -~ - . i Broadcast Operatlons&Engmeermg
: -ARTS&ENTERTAINMENT‘New York,NY} * dulius Barsithan; President | S
 LIFETIME (New York, N o L -

bAs c,\\.‘ ‘3 u:




 Capital Cities/ABC -

Publishing Diyision
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Lawrnm.e“A Fornasieri, President =
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ABC CONSUMER MAGAZ!NES

(New York, NYam! Greensboro, NG} -
JamesA Casells, President :

HITCHCOCK PU'BLISHING COMPANY
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Da:ly Newapapers
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- 5 ALBANY DEMOCRAT-HERALD (Albany, OR)
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‘Glenn C. Cyshman, Publisher: .

l}THE DAILY TIDINGS (Ashland, OR) S
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COTTAGE GROVE SENTINEL (Cottage Grove, OR) '
. LFBANON EXPRESS {Lebanan, OR)
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h San Diego Counties, Sacramento and Stockton, CA)
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Michael P Mallardi
Senor Viee President;
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Phillip J. Meek
Senior Viee Presicdent;
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Stephen A, Weiswasser
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General Counsel
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