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SECURITIES AND EXCHANGE COMMISSION
~ WASHINGTON, D.C. 20549

FORM 10-K
ANNUAL REPORT

Pursuant to Section 13 or 15(d) of 30%
the Securities Exchange Act of 1934

For the fiscal year ended January 3, 1988 Commlnuon le-nu

o - Capital Cities/ABC, Inc./%f %\
| i, fzh
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‘New York 4 jatis's Py
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. . i ) : = T, J
24 E&at 51st Street, New York, N.Y. 10;' ‘wm
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_Registrant’s telephone number, including area code (212) 421<
Securities reglslored pursuant to Section 12(b) of the Act:

(Namse of each exchange
- (.'I‘iilo of ueh class) . on which registered)
.Common stock, $1.00 par value-. New York Stock Exchange
= - _ Pacific Stock Exchange
Warrants to acquire common stock ~ Pacific Stock Exchange

‘-.Se‘curiliu ro'gister’od pursuant to Section 12(g) of the Act: None

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by
- Section 13 or 15(d) of the Securities Exchange Act of 1934 during the preceding 12 months (or for
such shorter period that the registrant was required to file such reports), and (2) has been subject

SR _ - to such filing requirements for the past 90 days. Yes X. No
N The aggregate market value of the voting stock held by non-affiliates of the reglstrant is
L : $4,443,300,000 as of February 19, 1988.

The -number of shares outstanding. of the issuer's common stock as of February 19, 1988:
16,197,692 shares, excluding 2,195,804 treasury shares.

Portions of Part | are incorporated herein by reference to the 1987 Annual Report to
Shareholders and the definitive Proxy Statement for the annual meeting of shareholders to be held
on May 19, 1988.

Pért It and Part IV, with the exception of certain schedules and exhibits, are incorporated herein
by reference to the 1987 Annual Report to Sharehoiders.
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PART 1
item 1 _Buclﬁo?u.

Capital Cities/ABC, Inc. and/or its subsidiaries (the "“Company”)} operate the ABC Television
Network, sight tefevision stations, six radio. networks and 21 radio stations, and provide program-
ming for cable television. The 'Company publishes newspapers, shopping guides, various specialty
and business periodicals and books; and also distributes information from electronic data bases.
See “Licenses—Federal Reguilation of Broadcasting/Ownership Matters' below for disclosure of
- possible required divestiture of certain radio properties acquired in connection with the acquisition
of American Broadcasting Companiss, Inc. {“AEC").

'Employees

At January 3, 1988, the Company had approximately 20,120 full-time employees: 10,580 in
“ -broadcasting operations, 9,270 in publishing operations and 270 in corporate activities.

~Industry s.gmnnh

Information relating to the industry segments of the Company's operations is included on page
34 of the Company’s Annual Report to Shareholders and is hereby incorporated by reference. In
1987, the Company derived substantially all broadcasting revenues and approximately 70% of its
publishing revenues from the sale of advertising. Virtually all of the balance of publishing revenues
was derived from subscription and other circulation receipts and the sale of books and records.

Broadcasting
Television and Radio Networks

The Company operates the ABC Television Network which as of January 3, 1988, had 222
primary affiliated stations reaching over 9% of all U.S. television households. A number of
secondary affiliated stations add to the primary coverage. The ABC Television Network has a
program schedule consisting of Week-Day Early Morning, Monday through Friday Daytime, Prime
Time, News, Children’s, Late Night and Sports programming. The Company also operates the ABC
Radio Networks which served a total of approximately 2,125 affiliated stations as of January 3, 1988
~through six different natwork program services, each with its own group of affiliated stations. The

ABC Radio Networks also produce and distribute a number of radio program series, servicing
affiliated and non-affiliated stations throughout the country.

~ Generally, the Comipany pays the cost of producing or purchasing the broadcast rights for its
network programming and pays varying amounts of compensation to its 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 ablility to sell time for commarcial anriouncements
and the rates received is dependent on the quantitative and qualitative audience that the network
.can deliver to the advertiser.

Radio and Television Stations

The Company owns aleven standard (AM) radio stations, ten frequency modulation (FM) radio
stations, seven very high frequency (VHF) television stations and one ultra high frequency (UHF)
telavision station. All radio stations, except as noted, are affiliated with the ABC Radio Networks,
and all television stations are affiliated with the ABC Television Network. Markets, frequencies,
transmitter power and other station details ara set forth in the following table:
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' Radio stations

_ Frequency Power Expiration Radio
Station AM-Kilchertz AM-Watts date of FCC marke!

lnf:l ma_rlml. FM-Megshertz FM-Kilowatts authorization ranking{1)

WABC .....oueveerccmrcriseenrercrnsnnnsesnssens 770K 50,000 June 1, 1991 1
New York, New York

KABC ......coovevrrvrnrnsrrsisrrrsserassasessessaaness 790 K 5,000 Dec. 1, 1990 2
Los Angeles, California

WLS .....coiricririnerierirrsssnnerrresssssssssssees 890 K 50,000 Dec. 1, 1989 3
Chicago, llllnms

KGO ...ooiiiiiiiirrinreinnirninisassssssesssersssssenns 810K 50,000 Dec, 1, 1890 4
San Francisco, California )

WUR .....ociviicrirececcirsesssseseseesessssassssses 760 K 50,000 Oct. 1, 1989 6
Detroit Michtgan

WBAP ... iicccvrinrerrecse e eveeens 820K 50,000 Aug. 1, 1990 8

~ Fort Worth-Da!las Texas _

WMAL ...t 630 K 5,000 Oct. 1, 1988 9
Wash_lngt_on, D.C.

WKHX(2) ooeirerririinssresrenernssisnnsnseeens 590 K 5,000 Apr. 1, 1989 13
Atlanta, Georgia ‘

KQRS ...ooovvesivenirereisionmsinsissoessesseesen 1440 K 5,000 Apr. 1, 1989 18
Minneapolis-St. Paul Minnesota pEs

KRXY-AM ...oovritemiieiemoemneemenmeenaeaneenns 1600 K 5,000 Apr. 1, 1990 24
Denver, Colorado ‘

WPRRO ... rresiccreesesreesaseseeses 630K 5,000 Apr. 1, 1991 28
Providence, Rhode Island .

WWPR(FMY ..o 95.5 M 6.7 June 1, 1991 i
New York, New York <

KLOS{FM) ...... eerrrrerrrenens 955 M 63.1 Dec. 1, 1990 2
Los Angeles, California

WYTZ(FM) ..o eenes 94.7 M 4.4 Dec. 1, 1989 3
Chicago, lllinois :

WHYT(FM) .orieiceieeeiceiiasssssaens 96.3M 50 Oct. 1, 1989 6
Detroit; Michigan . - -

KSCS (FM) (2) currrereeerrsnenrricsenenss 96.3 M 100 Aug. 1, 1990 8

. Fort Worth-Dallas, Texas :

WROQX{FM) .....coovrrrreammrensecsrernnsneerinsne 107.3 M 36 Qct. 1, 1988 9
Washington, D.C.

WKHX-FM{2} ...coovreeees vecernnnnnnsseriiaas 1015 M 100 Apr. 1, 1989 13
Atlanta, Georgia

KQRS-FM ....oovreeerrmrrrereerneeransssesenes 925 M 50 (3) 18
Minneapolis-St. Paul, Minnesota

KRAXY-FM ......covireirncccercecnreeseeees. . 107.5 M 100 Apr. 1, 1990 24
‘Denver, Colorado

WPRO-FM ........ veeenennansensnnene 923 M 39 Apr. 1, 1991 28
Providence, Rhode Island

5\"\5
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- Television stations i
) : Expiration Television
Station : date ol FCC market
and market . ' ‘Channel authorization ranking(4)
TWABG-TV ...t reccenaseseesneees 7 June 1, 1989 1
: New York, New York
KABC-TV L ieeccccesiinrsarcnseessesionivessnctsannnnren 7 Dec. 1, 1988 2
*  Los Angeles, Cahfornla K
WLS-TV ceoeerteverseeitereeneesusssssenseasssbeesesosasssces 7 Dec. 1, 1992 3
Chicago, III:nons
WPVI-‘_I‘V ............................... teresesrerreerrsbeeesenen 6 Aug. 11,1989 4
Philadelphia, Pennsylvania i
KGO-TV .ccrreierienemrnensinenins teseasseesrantrrreneers 7 Dec. 1, 1988 5
" San Francisco, California ‘
KTRK-TV ........................................................ 13 Aug. 1, 1988 10
Houston, Texas
WTVD i et reeessissast s rre e 11 Dec. 1, 1991 35
. Durhaglnﬂatelgh North Carollna
KFSN-TV i ittt 30 Dec. 1, 1988 63

Fresno, Callforma

(1) Based on Arbitron Radio Market Metro Rankings as of January 1, 1988,

(2} No network affiliation.

(3) See ‘“‘Licenses—Federal Regulation of Broadcasting/Renewal Matters” below for dis-
closure of pending license renewal application.

(4) Based on Arbitron ADI Market Rankings, 1987-88 season.

Video Enterprises
The Company's video enterprise operations are involved in the production and supply of cable

television programming, and in the licensing of programming to domestic and international home
video markets and television stations abroad. Its primary services are:

ESPN, a cable sports programming service, which is 80%-owned;

The Arts & Entertainment Network, a cable programming service devoted to cuitural and
_entertainment programming, which is 38%-owned; and

Lifet_ime, a cable programming service devoted to women’s lifestyle and health programming
with special material for health care professionals, which is 33%%-owned.

Compelition '
The ABC Television Network competes for viewers with the other television networks, indepen- ®

dent television stations and other video media such as cable television, satellite television program

services and video cassettes; in the sale of advertising time, it competes with the other television

networks, independent television stations, suppliers of cable television programming, and other

‘advertising media such as newspapers, magazines and billcoards. Substantial competition also

exists for exclusive broadcasting rights for television programming. The ABC Radio Networks _

likewise compete with other radio networks and radio programming services, independent radio ®

stations, and other advertising media.

The Company’s television and radio stations are in competition with other television and radio
stations, cable television systems and other advertising media such as newspapers, magazines ard
billboards. Such competition occurs primarily In individual market areas. Generally, a television
station in one market does not compete directly with other stations in other market areas. Nor does ®
a group of stations, such as those owned by the Company, compete with any other group of stations
as such. While the pattern of competition in the radio station industry is basically the same, it is not
uncommon for radic stations outside of a market area to place a signal of sufficient strength within
that area (particularly during nighttime hours) to gain a share of the audience. However, they
generally do not gain a significant share of the advertising marketplace.

In addition to management and experience, factors which are material to competitive position ®
include authorized power allowance, assigned frequency, network affiliation, and local program
acceptance, as well as strength of local competition.
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The most commen sources of television service other than conventional television stations are
cable television systems. Cable television can provide more competition for a station by making
additional signals available to its audience. In addition, maost cable televisisn 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 programming services are also provided by multipoint distribution services which
employ non-broadcast frequencies to transmit subscription television services to individual homes
and businesses. Additional services. are being provided by low power television stations and by
direct satellite-to-iiome transmissions. Finally, the increased in-home use of video cassette
recorders and players provides what is, in effect an alternative television. service.

The Company s video enterprise operatlons compete with a number of companies involved in
developmg and supplying program services for cable, distribution of video cassettes, television
‘gyndication and theatrical distribution, and with conventional television broadcasters. The devel-
opment of these businesses could adversely affect the future of conventional television broad-
casting..

Technological developments have created the possibiiity that one or more of the television
services with which the ABC Television Network and the Company’s stations compete will provide
enhariced or “high definition" pictures and sound of a quality that is technically supericr to that
which is currently available to consumers. It is not yet clear whether and to what extent technology
of this kind will be available in the various television services, whether and how television stations will
be able to avail themselves of these improvements, or whether the viewing public will make choices
among services on the basis of such differences. The Company and many other segments of the
television industry are intensively studying enhanced and high definition television techriology, and
the Federal Communications Commission (the “FCC") has initiated proceedings and studies of its
potential and application to television service in the United States.

Licenses—Federa!l Regulation of Broadcasting

Television and radio broadcasting are subject to the jurisdiction of the FCC under the
Communications Act of 1934, as amended (the “Communications Act”’). The Communications Act
ampowers the FCC, among other things, to issue, réevoke or modify broadcastlng licenses, determine
‘the location of stations, regulate the equipment used by stations, adopt such reyitations as may be
necessary to carry out the provisions of the Communications Act ard impose certain penalties for
violation of such regulations.

Renewal Malters

Broadcasting licenses are granted for a maximum period of seven years, in the case of radio
‘stations, 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 renewal of license. All of the
Company's owned stations have been granted license renewals by the FCC for regular terms except
for KQRS-FM. Action on the KQRS-FM renewal application has been delayed pending the outcome
of a long-standing dispute invelving the technical facilities: of several of the market’'s FM stations.

Ownership Matters

The Communications Act prohibits the assignment of a license or the transfer of controt of a
licensee without prior approval of the FCC, and prohibits the Company from having any officer or
director who is an alien, and from having more than one-fitth 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, AM or FM) which provides service to areas already served by the station operated or controlled
by the applicant or if granting the license would result in a concentration of control of broadcasting.

-Undér present FCC rules, a single entity may directly or indirectly own, operate or have a significant
interest in up to twelve AM and twelve FM radio stations, and up to twelve television stations {(VHF
or UHF}, provided that those television stations operate in markets containing cumulatively no more
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C " than 25% of the telev!sion households in the country. For this purpose, ownership of a UHF station
e will result in the attribution of only 50% of the television households In the relevant market. The
Company owns eight television stations, of which seven are VHF, resulting in a total penetration of
the nation's t_elex/j‘sion households, for purposes of the multiple ownership rules, of 24.43%. The
Company also owns eleven AM and ten FM radio stations.

. In addition, the FCC will not grant applications for station acquisitions which would result in the
L creation of new AM-VHF or FM-VHF combinations in the same market under common ownership.
The Company holds radio-television combinations in New York, Los Angeles, Chicago and San
Francisco pursuant to. a temporary waiver of these. rules by the FCC pending completion of a
proceedlng in which the FCC is considering relaxation of the restrictions. The Company cannot

predu,t when the proceec'lng will be completed, or its likely outcome.

" Furthermore, under the FCC’s rules, radio and/or television licensees may not acquire new
- ownership mxarests in daily newspapers pub:ished in the same markets served by their broadcast
stations; televlsmn licensees rnay not own cabie television systems il communities within the service
+ contours of thelr television stations; and a television network owner may not own a cable system.
The Company presently owns daily newspapers in two markets in which it also holds radio licenses.
For purposes of these rules, The Oakland Prass and WJR and WHYT-FM, licensed to Detroit, are
treated as in the same market, as are the Fort Worth Star-Telagram and WBAP and KSCS-FM,
licensed to Fort Worth. Although these holdings are “grandfathered,” under the rules these
commonly owned broadcast/newspaper combinations could not be transferred together.

With respect to publicly held companies, the FCC rules provide that an entity will have the
licensee’s broadcast stations or newspapers attributed to it for purposes of the multiple ownership
rules only if it hoids 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 mcre stockholders) Qualifying mutual funds, insurance companies, or
bank trust departmients may vote or control the vote of up to 10% of the stock of a publicly held
‘_broadcast Iicensee before ihe licensee’s stations would be attributed to that entity.

Narwork Regulations -

'i'he Company's telnwsnon network operations are subject to a consent decree (United States v.
American Broadcastmg Companies ‘Inc., T4-3600-RJK), in the United States District Court for the
Central Distnct ot California, entrred into and effective on November 14, 1980. The consent decree
contains provisions which prohiblt the acquisition of subsidiary rights and interes!s in television
programs produced by independent suppliers and forbid the Company from. engaging in the
business of domestic syndication. These injunctive provisions of the consent judgment contlnue In ‘
perpetuity. In additlon, the consent judgment contains provisions regulating for periods expiring in
1990 and. 1895 certain aspects of the Company’s contractual relationships with suppliers of
o entertainment programming and with talent performers and other creative contributors to ABC

N Television Network entertainment programming, and limiting the number of hours of entertainment
programming produced by the Company which may be offered for broadcast by the ABC Television
~ Network. Similar judgments have been.entered against CBS Inc. and the National Broadcasting ®
Company, Inc. with respect to their television networlks.

All three of the major teleévision networks are also subject to FCC rutes which restrict thelr ability

to acquire financial interests in television. programs or engage in program syndication. In addition,

FCC rules restrict the prime-time pregramming schedules of each of the three major tetevision
' networks to three hours per n:ght during the period 7:00 P.M. to 11:00 F.M., Monday through : :
Saturday. ‘ ®

Radio Proceedings

In an action designed to increase the number of aurai outlets, the FCC has initiated studies of
the possible expansion of the AM band to include new frequencies. This action would require,
among other matters, some modifications of international treaties governlng use of the radio
spectrum. The FCC ‘has also asked for comments on a proposal to make a number of changes in the @
¢riteria used for making assignments in the AM band. One of the proposals would permit an
increase in the amount of interference AM stations may cause to, or receive from, other stations.
The Compariy is not able to predict the cutcome or impact of these proceedings.
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Cable Television and Other Competing Services

As previously noted (see ''Competition’’ above), cable television can provide more competition

to a television station by making additional signals availabie to its audience. In 1987, for the second

- time, the United States Court of Appeals for the District of Columbia Circuit ruled unconstitutional

FCC rules which required cable television systems generaliy to carry the signals of television stations

in whose service areas they operated. Some parties have sought review by the Supreme Court of the

decision to eliminate the “must-carry” rules. There may also be attempts to obtain legisiation

reinstituting the rules in some form. Currently, cable television systems may decline to carry the

signals of television stations in their service areas, including the signals of television stations owned
by the Company or affiliated with its television network.

The FCC has eliminated other rules restricting cable television importation of signals of distant
non-network independent stations into a market and Iis 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 transmit into those markets signais of additional independent stations, as well as
syndicated programming against which the stations could have claimed exclusivity protection under
the former rutes. In February 1987, the FCC announced a rule-making proceeding to consider
reinstituting the syndicated programming exclusivity rule and broadening the existing network non-
duplication rules. The Company cannot predict the outcome of this proceeding.

Most cable television systems supply additional programming to subscribers that is not
originated on, or transmitted from, conventional television broadcasting stations. Many of these
services (inciuding ESPN, Arts & Entertainment and Lifetime) are also being distributed directly to
‘viewers by means of satellite transmissions to home satellite reception dishes.

The FCC also authorizes broadcast subscription television services (“*STV") and ‘multipoint
distribution services (*MDS"), and has expanded the numiber of frequencies available for MDS by
allocating two groups of four channels each for the so-called multi-channel MDS, to be awarded by
lottery. The Commission has authorized licersees in the Instructional Television Fixed Service
(“ITFS"} to lease their excess capacity for commercial use, including subscription television service
and has adopted rules facilitating direct broadcast satellite operations. !t has also created a new
service of low power ielevision facilities to supplement existing conventional television broadcast
“ service. The Company cannot predict the competitive effect of these services.

L] * ® * k]

From time to time legislation may be introduced in Congress which, if enacted, might affect the
Company's operations or its advertising revenues. Proceedings, investigations, hearings and studies
are periodically conducted by Congressional committees and by the FCC and other government
agencies with respect to problems and practices of, and conditions in, the broadcasting industry.
The Company cannot generally predict whether new legislation or regulations may result from any
such studies or hearings or the adverse impact, if any, upon the Company's operations which might
result therefrom. :

The information contained under this heading does not purport to be a complete summary of all
the provisions of the Communications Act and the rules and regulations of the FCC thereunder, or of
pending proposals for ¢ther regulation of broadcasting and related activities. For a complete
statement of such provisions, reference is made to the Communications Act, and to such rulas,
regulations and pending proposals thereunder.




Publishing

The Company publishes newspapers and shopping guides, various specialty and business

periodicals and ‘Eocks; and also distributes information from electronic data bases. Following is a

& summary of the Company’s historical operating performance, by’ type of publication for the last five
years (000’s omitted):

1986 1885 1984 1983

Inches of advertising |
Newspapers(a) ..... 17,384 17,006 18,276 18,620 16,920
Specialized publications . 3,914 2,6914 2,837 2,731

- Advertising revenue
‘Newspapers—ROP $270,905 $255,844  $257,244  $249,771  $213,330
Newspapers—inserts ‘35,987 32,849 28,093 25,825 21,609
Shopping guides 60,845 56,291 52,608 41,927 7,751
Specialized publications *312,508 311,583 179,071 165,832 135,102

Circulation revenue :
Newspapers . ‘ $ 70686 $ 56260 $ 51418 $ 49,468 $ 46,914
Specialized publications . 62,870 31,087 24,886 20,904

Other operating revenue
Newspapers : 74 $ 3603 $ 3778 § 3593 $ 3,038
-Shopping guides _ 7,508 11,902 9,560 224
Specialized publications
Books/MusicC ........ccceninens 99,5 102,413 2,314 2,448 2,222
Data base and other , : ‘:‘83_,52'4 25,068 18,306 8,416

Total revenue
' Newspapers .t $381,662 $348,556 $340,5633  $328,657 $284,891
Shopping guides : _ 65,965 63,799 64,510 51,487 7,975
Specialized publications ........ 558,970 558,400 237,540 211,472 = 166,644

Paid circutation at year-end
Newspapers (Mon.-Fri.} : 933 935 971 976
Newspapers (Sun.) 856 830 858 838
Specialized publications . - 4,437 785 769 678

(a) Does' not inciude inserts.
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Daily Noewspapers )

» The Company publishes nine daily newspapers in seven communities (five of which have
Sunday editions). The daily newspapei's and their paid circulation at January 3, 1988 are as follows:

The Kansas City TiMes ........cwcvcercsinees creeserersanens - Morning

The Kansas City SIBM ..........eerevrevemssinsresivosissssnrssninnionss EVENING
Fort Worth Star-Telegram ............eeveenenicensnnennns Morning
Fort Worth Star-Telegran ... sereererearrraar cemes Evening
_The Oakland Press (Pontiac, Mich. ) cerererresseenteissaretnsines Evening
Belleville News-Democrat {Belleville, lIl.) .............. rrvenn Morning
The Times Leader {Wilkes-Barre, Pa.) ......ccceciinen, S Morning
Albany Democrat-Herald (Aibany, Oregon) ................. Evening
The Daily Tidings (Ashland, Oregon) ... Evening
Weeakly Newspapers

The Company publishes weekly community newspapers in five states. The iocation by state,
number of publications and aggregate circulation at January 3, 1988 is set forth below:

Numbar of
‘State ) ‘ Publications

i

Connecticut ..........ccooveenerceciennn eeserssresrrbiasesssaseeasnsrrasan
MINOIS ...oocviriinirnacns veemteessereisanesnsaraadenssseesarssnesnrisioss
MICRIGAN ....ccviifivesiinsiniisierrrnsssnenssesssnasasesnessseseresssns seerssres
OFOQON ....seoccercererereersssrstresbsssssssssstsssnsssssssnassnsasenssnsosses
Rhodelsland ................ccciniiiinss Frseerrsreeresssrerase PR .

Shopping Guides

Number of

Siate Publications
CalifOrNIA ..ot ee s eae e sesssnsasrernssesassrsenes ' 5
Connecticut ......covcrerriscenieissicnnnrinsessanend fiveresangrasenmrsineraan 7
Kansas . eemeesaerssteentar s s bt s e sra e se bR esnrEneran 2
Missouri ......ceeeees ettt earesansentraeasaasansesessbaibnannrteness sbesnisibin 1
Orsgan . reeresareeaenieerira et e et e bbeeet sea 1
WashinGlon .....cciiririreecrraerreresciimssbssesis s srbassssans 2

Specialized Publications

The Specialized F'u_blicat_lonsf Group, through Fairchild Publications, institutionat Investor and
ABC Publisning, is engaged in gathering and publizhing business news and ideas for industries
covered by its various publications; in the publishing of consumer, special interest, trade and
agricultural publications; and in data base services and inspirational communications. All of the
publications are printed by outside printing contractors. Following are the significant publications

and services:

W ;M L W

Daily Sunday
274,000
213,000 412,000
139,000 314,000
122,000
73,000 81,000
46,000 54,000
47,000 47,000
21,000
6,000

The-Company distributes shopping. guides in six states. The location by state, number of
publications and aggregate circulation at January 3, 1988 is set forth betow:

Circulation

Aggregate

156,000
41,000
7,000
45,000
25,000

Aggregate
Circulation

1,574,000
165,000
241,000
129,000
181,000
295,000




ACIrcuilll_on'

Fairchild Publications
Newspapers

Women's Wear Daily
Daily News Record
American Metal Market

_ HFD—Retailing Home Furnishings

Energy User News

Footwear News ....
Supermarket News
Electrenic News ..

Metalworkmg News
- MIS Week

W ..

' SportSter
Entrée

Children’ s Busmess
Financial Services Weslt

Daily

_Daily

Daily
Weekly

Weekly

Weekly

‘Weekly

Woeekly

Woeekly

Weekly

Weekly

Biweekly

21 times per year
Monthly

Monthly
Biweekly

65,000
22,000
10,000
32,000
13,000
22,000
55,000
92,000
90,000
125,000*
13,000
226,000
26,000*
11,000
20,000
78,000"

Magazines ‘
M, The C:whzed Man..... et _ Monthiy 137,000
Metal Center News Monthiy -13,000*
Home Fashions _ Monthiy 12,000*
Heat Treating ... cirerraent Monthly ' 20,000*
Travel Agent . Twice Weekly 45,000
Scene .. y Bimonthly 119,000
iron Age/MetaI Producers Monthly 22,000
International Medical News Group .
Family Practice News iy Semimonthly 71,000*
Internal Medicine News ...............0. Semimonthly 73,000*
Ob. Gyn. News soemesi; ivenenne _ Semimonthly 28,000*
Pediatric News ... Monthly 29,000*
Clinical Psychiatry Naws Monthly 28,000"
Skin & Allergy News ...... b Monthly 38,000
Professional Press Group -
‘Optical Index . ' e Semimonthly 17,000*
International Eyecare Monthly 14,000*

Institutional tnvestor , =
Domestic Edition ; Monthly 104,000*
International Edition , Monthly 32,000*

Philatelic Publications

Stamp Collector
The Stamp Wholesaler

Weekly
Bimonthly




i _“ﬁ Consumer and Special Interest Publications . : o
o U “McCall's Neediework & Crafts .............i.cc........ -~ Bimonthly 585,000
R T MOAOrn PROIOGIEPRAY ........ceoovmnrimivivnagissessssssssssss Monthly @ : . 875,000
p == o High Fidelity ... reresrenessnarenienssens eeerereeeerenas ‘Monthly 300,000
e . Schwann Record & Tape Gmde ................. — - Quarterly 25,000
o Schwann CD. S terseesvsmseienines Monthly - 19,000
i MusfcalAmenca _ ieernenes sieveisnisinnenniinnes BIMONtHLY 15,000
Ao e Los Angeles Magazme S v .« Monthly 172,000
> B COMPUTE! coioscierecsesssess e ssessssessseons  Monthly 300,000
TR RGP COMPUTE!'s Gazetts .............. weneeeiee Monthly ' 250,000
' COMPUTE!'s Apple Applicat:ons beinassenburasaribrsenes Bimonthly 50,000
" COMPUTE!'s PC Magazine .................. sevrerernes Bimonthly 85,000
@ Trade Publrcations : : '
_ - _ ... Assembly Engmeermg...,‘..._ ......... resevesersreisnascnseieses, Monthly 79,000*
> . - Automotivé Industries ............... SS—— Monthly ~80,000*
. [ L "~ Automotive Marketing ......... SOPNCHPNUUNRORME . [+ 1) (1 1, 27,000*
Commercial Carrier Journal ...... esasemrrsisessenentanane Maonthly : 79,000*
Distribution .......... iomrermsrensnineinnieeNIONTHIY 70,000*
.. Electronic Component News eraeiresrensns eerirerberaans - Monthly : 110,000*
o - . Foad Engineering North America........... S ‘Monthly 60,000*
p cL Food" Engmaermg International ................ooun... 10 times per year 15,000
= '  HAPAWEIBAGO oo srenra T ssessesnrsesnes Monthly . F71,000*
IMPO (Industrial Mamtenance & Plant _ _ :
Operations) ..... creeemreranaseas ‘Monthly _ 120,000*
.y Industrial Finishing .. ..................................... Monthly 36,000
- - Industrial Safety & Hygtene News .........cccovvveinns "~ Monthly ‘57,000
_ INFOSYSEOMS ..o..ooeniereioniinsiisrsersissmssenes R ~ Monthly 107,000*
L o Instrument & Apparatus Naws ............................ Monthly’ 117,000*
" Instrument & Control SYStoms .......cocceeevveeieenenens Monthly _ 87,000*
: jJeweiers Circular Keystone ............. vereasssessnens Monthly 38,000
e L Machine and Tool Blue BoOK ...............ccuceunee. Monthiy: 95,000*
> R - Manufacturing SYStOmS ..........c..oewvveerecsenens «.  Monthly ©131,000* : |
AT MITE ... eueserrasasestse s aminsaraibesessesassssense Bimonthly 110,000 |
' MotorAge ......... ceeneeeresensoaasd S ' Monthly 133,000 '
L Office Products Dealer ...............isiisisisissnns Monthly 32,000*
N Owner Operator ................ sssasrassmeesssserissaiessseens - \\\Bimonlhly 91,000 |
_ S " Personal Publighing ................ eresnressanresdeaenrasenae ‘Monthly ' 50,000 . .
> . Product Design & DEVIOPMENit .u.......cowvvvivin: Monthly 160,000* |
QUATTEY ...eeeeevemaeniiiessscsrssssrssnaas eresetneasisnnesassrresn Monthly 93,000 i
Review of Optometry eeeeseenneeeeraseseebssrtersesneesisasenss Monthly 28,000 ‘
»- |
]
L |
D ® |
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_Title S Frequency Circulation

Agrlcultural Publlcatsons R

- .. Prairie Farmer eerenseans, 16 times per year 157,000
Wallaces Farmer : : 16 times per year 159,000*

Wisconsin Agriculturist ............. : : 16 times per year 49,000
- .. Dairy Herd Management ...... e Monthly 105,000*
' Farm Store Merchandrsmg _ . Monthly 36,000*

" Foedstufis .. . Weekly 19,000
Garden Supply Retailer .. : : Monthly 41,000
Hog Farm Management ........ : Monthly 43,000*
" Tack 'n Togs ersrerernn reesriveneees, Monthly 20,000*

- All, or substantially all, controlled circutation.

Data Base S.men

- NILS P'uinShing Company and National Price Service, inc. publish information on insurance laws
~and regulations and publish price and product information for items available to the electrical and
~ plumbing trades.

.- Inspirational Communications

Word, Incorporated, a divarsiﬁed. religious and-ilhspirational communications company, pub-
 lishes religious and inspirational books and materials and produces and distributes records, tapes,
sheet music, song books, films and instructional materials.

e
K * * * *

Certain operations within the Specialized Publications Group also publish books, visuafs.
directories and newsletters; conduct meetings and seminars; provide syndication, marketing and
research services; and sell insurance products.

Competition

The Company's specialized publications operaté in a highly competitive environment. In the
Company’s various news publishing activities, it competes with almost all other information media,
including broadcast media, and this competition may become more intense as communications
-equipment is improved and new technologies are developed. Many metropolitan general news-
papers and smatl-city or suburban 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 substantial amounts of similar business
material and deal with the.same or related special interests or industries as those covered by the
Cormpany’s publications. Nearly all of these publications seek to sell advertising space, and much of
- this effort is directly or ingjlrectly competitive with the Company’s specialized publications.

_The Company's newspapers and shopping guides compete with other advertising media such as
broadcasting stations, suburban and metropolitan 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
- competition for acquisition of new book titles. In the religious and inspirational recording field, there
is competition with others, riot only to obtain the creative talent and music essential to the business,
but also in the sale and distribution of the product.

The primary raw materials used by the Company's Publishing Group are newsprint and other
paper stock, which are purchased from paper merchants, paper mills and contract printers and are
readily available from numerous suppliers. :




© ltem 2. Properties.

- The Company currently occupies executive offices at 24 East 51st Street in New York City under
a 'lease expiring in 201_2.' ‘The principal executive and editorial offices of Fairchild Publications are
 located in New York City and are owned by the Company. The Company owns and leases additional
\ publishing subsidiaries” executive, editorial and other offices and facilities in various cities, for which
leased properties the leases expire on various dates through 2004. All of the premises occupied by

.- the newspapars are owned by the Company.

The Company owns the ABC Television Center on West 66th and the ABC Radio Network
studios at 125 West End Avenue in New York City. In Los Angeles the Company owns the ABC
Television Center. The Company also leases the ABC Building at 1330 Avenue of the Americas in
New York City, the ABC Television Network offices in Los Angéles, the ABC News Bureau facility in
Washington, D.C. and the computer facility in Hackensack, New Jersey, under eases expiring on

“various dates through 2034. 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 a nominal sum in 1997. The Compariy owns the majority of its other broadcast
studios and offices and broadcast transmitter sites elsewhere, and those which it does not own are
occupied under leases expiring on various dates through 2039,

The Company is. constructing a new building which wili house the Company’s corporate offices.
and the television network administrative staff, adjacent to the ABC Television Center on West 66th
~ Street in New York City, on property that the Company owns.

" ltem 3, Legai Proceedings.

Other than routine litigation incidental to the business, the following is the only active pending
legal proceeding to which the Company or any of its subsidiaries is a party, or of which any of its
property is the subject:

Since 1982, ABC has had pending in the U.S. Claims Court an action against the government
. seeking a determination that ABC is entitled to all or a portion of the investment tax credit with
respect to various programs broadcast by ABC during the years 1962 to 1979. Certain of the
program producers became parties to that litigation in 1983. By orders dated June 30, 1987 and
July 13, 1987, the U.S. Claims Court rejected the claim by ABC for investment tax credit with respect
" to certain programs produced by outside production companies for ABC. On September 4, 1987,
ABC filed a notice of appeal with the U.S. Court of Appeals for the Federal Circuit as to this aspect of
the case and oral argument was held before the Court on February 3, 1988. The Court has not
. rendered a decision. Another aspect of the case—whether ABC is entitled to investment tax credits
for certain. ABC-produced programs—remains pending. The Company cannot predict the outcome
of these proceedings, and accordingly, the financial statements have not reflected any potential
_recovery. On February 28, 1986, 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 other things, that ABC's efforts to recover investment tax credit are inconsistent
with ABC’s agreements with these producers and seeking relief in various forms, including
compensatory damages which may exceed $422 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 billion. Management of the Company believes that this action is without merit. There
have been no developments in this separate action brought by the program producers.

item 4. Submlsslon of Matters to a Vote of Security Holders.

The information called for by this item is not applicable.
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S Executive:Officers of the Company
L | » Dirsclor  Officer
S teme o A dnes wnes - it
4. ThomasS.Murphy ........ 62 1957 1958  Chairman of the Board of Directors and
o : : Chief Executive Officer.
Dariiel B. Burke ................ - 59 1967 ~ 1962  President, Chief Operating Ofiicer and
A . o S o Director. '
. Joseph P. Dougherty ........ 63 1967 - 1959 Executive Vice President and Director.
o o ‘ : Prior to 1986 he was also President of
e - _ : _ Broadcast Group. :
- Johin B. Falrchild .............. 61 1968 - 1968 Executive Vice President, Chairman and
RO . ' . : Chief Executive Oﬁlcer “of Fairchild
e _ _ _ Publications, and Director.
- John B, Sias .......... eeiesesens 61 1977 1975 Executive Vice President, President of
' : ' ABC Television Network Group, and
o ‘ Director. Prior to 1986 he was Executive

Vice President, President of Publishing
Group and Director.

_ .Ronald J. Doerfler ............ 46 . 1977 Segif?r Vice President and Chief Financial
o _ icer. _,
.. Michael P. Mallardi .......... 54 1986 Senior Vice President and President of

Broadcast Group. Prior to 1986 he was
Executive Vice President and Chief
Financial Officer of American Broad-
‘casting Companies, In¢.

- Phillip J. Meek ................. 50 1975 Senior Vice President and President of
: Publishing Group. Prior to 1986 he was

President and Publisher of the Fort |

Worth Star-Telegram.

Stephen A. Weiswasser ... 47 1986 Senior Vice President and General Coun-
' : : sel. Prior to 1986 he was engaged in the

practice of law -as a partner in the law
firm of Wilmer, Cutler & Pickering.

Allan J. Edelson .............. 45 1981  Vice President and Controtler.

Gerald Dickler .................. 75 1954 1954 Segretary and Director.
David J. Vondrak .............. - 42 . .. 1986 Vicé President and Treasurer. Prior to

1986 he was Vice President and Trea-
surer of American Broadcasting Com-
= : panies, Inc.

Mr. Dickler's association with the Company is not his principal occupation. Mr. Dickler has
concurrently been actively engaged until 1983 in the practice of law as a partner in the law firm of
Hall, Dickler, L.awler, Kent & Friedman, which acts as counsel to the Company on various matters.
Since 1983, Mr. Dickler has been Senior Counsel to the same law firm.

There is no relationship by blood, marriage, or adoption, not more remote than first cousin,
among the officers. All officers hold office at the pleasure of the Board of Directors. '
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S '_ PARTHI

'Ite"n_l 5. Market for the Registrant's Common Stock and Relatet}-‘;‘ecurny Holder Matters,

o The' information called for by this iter is included on page 36 of the 1987 Annual Report to
'Shareuolders and is incorporated herein by reference. ' _

' llem 8. Sefected Flnanclal Data.
The information called for by this item is Included on pages 22 and 23 of the 1987 Annual Report
to Shareholders and is incorporated herein by reference
Item 7. Hlneyoment’s Discussion and Analysls of Financlal Condition and Results of
i) Operations.
The information cafled for by this item is included on pages 17 through 21 of the 1987 Annual
Report to Shareholders and is incorporated herein by reference.
mm 8. Financlal smtements and Supplemeniary Data.

The information\cailed for by this item is included on pages 24 through 37 of the 1987 Annual

Report to Shareholders and is incorporated here:n by reference .

item 8. Changes in and Disagreements with Accountants on Accounting and Financlal
Disciosure. '

The information called for by this item is not applicable.

i | : : PART HI

Item 10. Direclors and Executive Officars of the Regisirant. i
Incorporated herein by reference to the Company’s definitive Proxy Statement for the annual
meeting of shareholders to be held on May 19, 1988. Information concerning the executive officers is
included in Part I, on page K-14.
" ftem 11. Executive Compensation.
Incorporated herein by reference to the Company's defi nitive Proxy Statement for the annual
meeting of shareholders to be held on May 19, 1988.
Item 12. Security Ownership of Certain Beneficial Owners and Management.
Incorporated herein by reference to the Company’s definitive Proxy Statement for the annual
meeting of shareholders to be held on May 19, 1988.
item 13. Certain Relationships and Related Transactions.

h Incorporated herein by reference to the Company's definitive Proxy Statement for the annual
meeting of shareholders to be held on May 19, 1988.




PART IV \
- A

“. {tem 14. Exhibits, Financial Statement Schedulos and Repor!s_ on Form 8-K.

(a) 1. Fmanc:al statements and financial statement schedules
The financial statements and schedule& .nsted in the accompanying index to the
consolidated financial statements are filed as part of this annual report. :
2. Exhibits
_ The exhibits listed on the accompanying index. to. exhibits are f‘led as part of this
annual report. .
{b) Reports on Form 8-K.
None filed during Fourth Quarter 1987.




SO

CAPITAL CITIES/ABC, INC. Y

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

(ltem 14(a) 1.)

Aeference
Annull Ropon ' _ ;\’i ;i
' Shlroholdon Eorm 10-K
'Consaoshdated balance sheet at January 3 1988 and December 28,
19 eereesreesessaneretteesateas it reestaartte e bresbenisanne s raransnesasnenantragans 26
For the years ended Janua'" 3, 1988, December 28 1986 and
‘December 31, 1985: _ : :
Consolidated statement of income ........... 24
- Consolidated statement of changes in financial posntion .............. 25
Consolidated statement of stockholders’ equity .........c........ yaseanas 28
Notes to consolidated financial statements .../ ......coreviiiiciinannns, 29
Financial statement schedules for the years ended January 3, 1988, -
December 28, 1986 and December 31, 1985: :
V—Property, plant and equipment ..., K-20
Vi—Accumulated depreciation and amortizatlon of property,
plant and eQUIPMENT ...t iinesessesres e senns K-21
Vill—Valuation and qualifying accounts. ..............ccccovnevveeeenenne. K-20
X—Supplementary income statement information ......c.cc.cecveinne K-21

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

* * * X * w »

The consolidated financial siatements of Capitai Cities/ABC, Inc., listed in the above index
which are included in the Annual Report to Shareholders for the year ended January 3, 1988, are
hereby incorporated by reference. With the exception of the items referred to in ltems 1, 5, 6, 7, and
8, the 1987 Annual Report to Shareholders is not to be deemed filed as part of this report.

CONSENT OF CERTIFIED PUBLIC ACCOUNTANTS

We consent to the incorporation by reference in this Annual Report on Form 10-K of Capital
Cities/ABC, Inc. for the year ended January 3, 1988 of our report dated February 29, 1988, included
in the 1987 Annual Report to Shareholders of Capitai Cities/ABC, Inc.

We also cansent to the addition of the financial statement schedules listed in the accompanying
index to financial statements and financial statement scheduies to the financial statements covered
by our report dated February 29, 1988 incorporated herein by reference.

Wae also corisent to the incorporation by reference in the Registration Statements Form S-8 No.
2-58945 for the registraticn of 630,067 shares of the Company’s common stock, Form S-8 No.
2-59014 for the registration of 287,195 shares, Form S-8 No. 2-86863 for the registration of 300,000
shares, Form S-8 No. 33-2196 relating to the issuance of an indeterminate number of shares, Form
S-8 No. 23-11806 for the registration of 200,000 shares and Form $-8 No. 33-16206 for the
reglslration of 300,000 shares; Registration Statements 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 common
stock, Form S-3 No. 33-3236 for the registration of Guaranteed Debt Securities and Warrants to
purchase Guaranteed Debt Securities and Form S-3 No. 33-5315 for the registration of guaranteed
Senior Notes and in the related Prospectuses, of our above report.

New York, New Yorl¢ f - W%//

' March 17, 1988
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CAPITAL CITIES/ABC, INC.
" INDEX TO EXHIBITS (Hem 14(a)2.)

: B
(S)I(a) Ftestated Certlf‘cate of tncorporatlon oI‘ the Company Incorporated by reference to the

Gompanys Annual Report on Form 10-K for 1985.
{3){b) Current By-Laws of the Company. Incorporated by reference to the Company’s Annual

" Report-on Form 10-K for 1986.

(4) Capital Citles Communications,-Inc. Standard Multiple-Series Indenture Provisions dated July

25, - 1985. | Incorporated by reference to Exhibit (4){(a) to Registration Statement

P

N No. 2-92204.

(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
reierence o Exhibit (4) (b) to 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) (¢) to Registration Statement No. 2-99204.

{4){(d) <Revolving Credit Agreement, dated as of January 3, 1986, as amended and restated as of

. June 30, 1987, among the Company, Chemical Bank and certain other banks.

(4) (e) Capital Cities/ABC Finance Company, Inc. (issuer) and Capital Citles/ABC inc. {Guaran-

~ tor) Standard Multipie-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, betwéen the Company. Guarantor, and
‘Manufacturers Hanover Trust Company, as Trustee, with respect to the Senior Debt Securities.

~ Incorporated by reference to Exhibit (4) {b) to Registration Statement No. 33-3236.

(4)(g) Indenture, dated as of February 11, 1986, between the Company, Guarantor, and Bankers
Trust Company, as Trustee, 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 Statement No. 2-97628.

{(4) (i) Form of Warrant Certificate of the Company, dated as of Janitary 3, 1986. Incorporated by
reference to Exhibit (4) (i) to Registration Statement No. 2-87628.

(4)(j) Note Purchase Agreement, dated November 15, 1985, between the Company and
Metropolitan Life Insurance Company. Incorporated by reference to Exhibit C to the Company’s Schedule
13D dated January 13, 1986.

(4) (k) Note Purchase Agreement, dated November 15, 1985, between the Company and Teachers
Insurance and Annuity Association of America. Incorporated by réference to Exhibit D to the Company’s

Schedule 13D dated January 13, 1986.
4 {(4)(1) Note Purchase Agreement, dated November 15, 1985, between the Company and Equitable
' Variable Life Insurance Company. Incorporated by reference to Exhibit E to the Company’s Schedule 13D

dated January 13, 1986.

{4)(m) Note Purchase Agreement, dated November 15, 1985, between the Company and The
Equitable Life Assurance Society of the United States. Incorporated by reference to Exhibit F to the
Company's Schedule 13D dated January 13, 1986.

(4){n) Form of Senior Note and Guarantee issued in exchange for notes of equal principal amount
and interest rate issued in connection with the Note Purchase Agreements referred to in Exhibits (4) (j)

- through (4) (m) above Incorporated by reference to Exhibit (4) (¢) to Registration Statement No. 33-

(4) (o) Other instruments defining the rights of holders of long-term debt of the Company and its

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

such instruments does not exceed 10 percent of the total assets of the Company and its subsidla_ries ona
consolidated basis. The Company agrees to furnish a copy of any such instrument 15 the Securities and
Exchange Commission upon request.
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1985.

(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 Cornpany’s and ABC's Joint Proxy Statement-

Prospectus dated May 10, 1985.
{10) (b) Stock Purchase Agreement between the Company and Berkshire Hathaway Inc.,
dated March 18, 1985. Incorporated by reference to Appendix B to the Company's and ABC'’s Joint

Proxy ‘Statement-Prospactus 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,
Nebraska Furniture Mart, Inc. and Cornhusker Casualty Company, dated January 2, 1986,
'Incorpora*ed by reference to Exhibit A to the Schedule 13D dated January 8, 1986 filed by Berkshire

'Hathaway Inc. and others i in regard to the. Company § common stock.

(10) (d) Agreement between the Company and Frederick_S. Pierce, dated January 8, 1986,
terminating the Employment Agreement between American Broadcasting Companies, Inc. and Mr,
Pierce dated as of September 1, 1981, as subsequently amended. Incorporated by reference to the
Company’s Annual Report on Form 10-K for 1985. G

{10} (e) Indemnification Agreement between the Company and. Frederick S. Pierce, dated
January 8, 1986. Incorporated by reference to the: Company’s Annual Raport on Form 10-K for

Mot

”( 13) The Comt;any's 19_87 Annual Report to Shareholders. (This report, except for the portions

‘thereof which are incorporated by reference in this Form 10-K, is furnished for the information of the

Securities and Exchange Commission and is not to be deemed "‘ﬁled“ as part of this Form 10-K.)
(22) Subsidiaries of the Company.
(25) Powers of Attorney.

(28)(a) Form 11-K for the ABC Savings & Investment Plan for the year ended
December 31, 1987. '
(28)(b) Undertakings.
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CAPITAL CITIES/ABC, INC.
' PROPERTY, PLANT AND EQUIPMENT—SCHEDULE V

" {Thousands of Dollars}
Balance st Operating Additi Reti hmm' Bal
at ng ons re- - changes— ance
baginni companies at ments reclassifi-  atclose
of acquired cost orsales cations(a) of period
Yelronded Januarya 1988: ‘
. Landand improvements ............... farasersass $ 383,038 $ 209 § 13,069 § (11,004) § 9,705 § 395,007
" Buitdings and improvements .... 422,031 334 46,786 {11,665) 2,280 459,766 -
“Broadcasting equipment .................. . 272878 865 33,875 {4,488) 4,628 307,756
Printing machinery and equipment .,......... 168,535 419 5,806 (13,493) (12,753) 148,604
: Other, including construction-in-progress. = 96,897 315 16,693 {1,741) 1,161 113,325
e - o o ' $1;343.379 $ 2,232 $116309 $ (4235%1) $ 5019 $1,424,548
© 7+ Yearsendad December 28, 1986: -
- . Land and improvements ...........c..ccovtennene $ 22726 $ 323,498 § 74,238 $ (37.424) $ 383,038
A - Bulldings and impravements ..........c.....ss _77.4.19_ 389,602 85,617 {140,607) 422,011
Broadcasting equipment................coreeveenens 71,873 186,830 51,633 (37,458) 272,878
o Printing machinery and equiprneni 93,959 13,948 68,376 (7.748) 168,535
e Cable television distribution systems and . '
i equipment 165,912 (165,912)
Other, Includlng construclion-ln-pmgress 86,603 164,732 (1386,782) {(17,656) 96,897
5 $ 518,492 $1,078,610 $153,082 $(406,805) $1,343,375
Year ended December 31, 1985:
' Land and iMprovements .............cceeeer .S 21941 § 1080 $ 893 § (1,188) 3 22,728
Bulldings and improvements. .................. 74,718 1,180 2,590 (1,087) 77,419
Broadcasting equipment ...........cc.oerirannes 65,346 110 6,685 {268) 71,873
Printing machinery and equipment ........... 84,362 1,311 11,047 {2,755) 93,959
Cable telévision dislrlbutlon systems and ' :
equipment resbnnsaierasstareransns 144,143 5,543 16,254 (28) 165,912
Other, Including constructlon-ln-progress 49,899 178 37,921 (1,395) 86,603 ®
$ 440407 $ 9402 $ 75384 §$ (6,701) $ 518492
(a) Represents in 1987, final ad]ustments to the purchase pr:ce allocaticn of the 1986 acquisition of
American Broadcasting Companies, Inc.
N Depreciation is computed on the straight-line ‘method over the following estimated useful lives: ®
buildings and improvements—10 to 40 years; broadcasting equipment—4 to 8 years; printing
- machinery and equipment—>5 to 20 years; cable television distribution systems—10 to 12 years.
VALUATION AND QUALIFICATION ACCOUNTS—SCHEDULE Vill @
: (Thousands of Dollars) :
1 ' ’ : Addltions Deductions
Balance at Opcutmg Charged Operating Accounis Balance
boglnning companiss to companies written-off, atclose
_ ofperiod acquired incoms  disposed net of period
Deducted from accounts and .
notes receivable:
Year ended January 3, 1988 ..., $32,764 $58,777 ${53,743) $37,798
Year ended December 28, 1986 ............cccou...n. 6,745 $30,326 47,734 $(669) {51,372) 32,764
Year ended December 31, 1885 ...........cccvvcnnee 7,369 60 7141 (305) {7.520) 6,745
®
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. CAPITAL CITIES/ABC, INC.
'ACCUMULATED DEPRECIATION AND AMORTIZATION OF'PHOPERT?, PLANT AND EQUIPMENT—SCHEDULE V1
, (Thousands of Doliars)
v Other
Balance at Retire- changes— Balance
baginning Charged ments reclassifi- atcloss
o ] 2 of toincome. or sales cations (&) of period
- Year ended January 3, 1988: | '
: . Land ‘mpromu ....... Sierinsingerreeaveare. 2o s 927 ~$. 875 : $ (3) $ 1,209
" .+ . - Buiklings and improvements . 48261 © 19,752 $ (1,695) (616) 63,702
" . Broadcasting equipment ... 71,761 52,733 {2,557) 9,443 131,380
' Printing machinery and equipment ...... 69,272 12,303 {12,936) (3,157) 85,482
. Other ;... : . 18,586 7,737 (1,470) 698 25,552
e $208,807 $92,900 ${(18,658) $6,366 $287,415
Year ended December 28, 1986: -
Land IMprovements ............c.oucereesseenee $ 772 $ 224 $ (69) $ 927
- Bulldings and Improvements ... 30,783 22,501 (7.003) 46,261
‘Broadcasting equipment .......... eivesiasse 42,481 53,202 {23,902) 71,761
Printing machinery and equipment ..... 60,460 11,928 (3,116) 69,272
Cable. teiavision distribution systems
and equipment 49,456 {48,456}
Other : 16,684 7,346 (5,444} 18,586
. $200,596 $95,201 $(88,990) $206,807
= Yearended December 31, 1985: _ ' :
" Land IMprovements ... $ 817 $ 76 $  (121) $
Buildings and improvements ................ 27,449 3,414 (100) 30,763
Broadcasting equipment .............ccueue. 36,354 8,340 (233) 42,461
Printing machinery and equipment ..... 54,817 7419 {1,776} 60,460
Cable television distribution systems ) _
and aquUIPMENT .....c.ccirnsisrrsnnsessens 32,828 "16,628. 49,456
Other 13,749 4113 . (1,178) - 16,684
N $166,014 - $37,990 $ (3,408) $200,596

(a) Reﬁres_ents in 1987, final adjustments to the purchase price allocation of the 1986 acquisition of
American Broadcasting Companies, inc.

REtony SUPPLEMENTARY -'l_ucouE STATEMENT INFORMATION—SCHEDULE X
' (Thousands of Dollars)
Royalties
Year ended January 3, 1988 $49,961
Year ended December 28, 1986 49,707
Year ended December 31, 1985 5,367
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Advertising
cosls

$111,511
108,855
11,878
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Pursuant {Tihe req.momunls of Section 13 or 15(d) of the Securities Exchange Act of 1934,

. . CAPITAL CITIES/ABC, INC.
. (H-glalnnl)'

Chairman of the Board

" the registrant has duly caused this Annual Report to be signed on its behalf by the undersigned,
~ thereunto duly authorized.

March 17, 1988

Pursuant {o the requiremants of the Securities Exchange Act of 1934, this report has been
signed below by the following persons on bshelt of the registrant and in the capacities and on

the dates indicated:
Executive O cer:.
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{Thomas
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‘{Lesonard H. Goldenson)
%
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{Frederick S. Pierce)
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{John B. Poole)
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~ Exhibit (4)(d)
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i

FIRST AMENDMENT (the "First Amendment")
dated as of June 30, 1987, to the Revolving
Credit Agreement dated as of January 3, 1986
{the "Credit Agreement"), among CAPITAL
_ CITIES/ABC, INC. (formerly Capital Cities
o Communications, Inc.), a New York corporation

(the "Company"), BANKERS TRUST COMPANY, THE

BANK OF NEW YORK, THE CHASE MANHATTAN BANK,

o R N.A., MORGAN GUARANTY TRUST COMPANY OF NEW

. YORK, MORGAN GUARANTY TRUST COMPANY OF NEW

jooc
B

- YORK, Channel Islands Branch, MANUFACTURERS
"HANOVER TRUST COMPANY, BANK OF AMERICA
L ' NATIONAL TRUST ASSOCIATION, MARINE MIDLAND
S A SR ' BANK, N:A., THE FIRST NATIONAL BANK OF
» . ' ‘ 'CHICAGO, CONTINENTAL ILLINOIS NATIONAL BANK
w0 : . AND TRUST [OMPANY OF CHICAGO, NATIONAL BANK
TR . OF DETROIT. SECURITY PACIFIC NATIONAL BANK,
TR e ' THE FIRST NATIONAL BANK OF BOSTON, COMMERCE
T _ BANK OF KANSAS CITY and UNITED MISSOURI BANK
4 - : OF KANSAS CITY, N.A. (the "Banks"), CITIBANK,
5 . N.A. ("Citibank"), and CHEMICAL BANK, a New
S - York banking corporation, as Agent for the
B _ Banks (in such capacity, the "Agent").

£

g
b o ‘ A. The Company, the Banks and the Agent have
» '~ agreed, subject to the terms and conditions hereof, to
o : (i) reduce the Banks' Commitment Fees, (ii) eliminate the
ability of each Bank to“extend its Commitment on an annual
basis and replace it with a Commitment “from each Bank which
terminates three years from the date hereof, {iii) amend the
provisions governlng successors and assigns to allow the
Banks to assign their respective obligations, including
their respective Commitments, (iv) have the COmpany and the
Borrowing Subsidiaries (collectlvely, the "Borrowers")
provide the Banks with protection in case of increased
capital adequacy requirements, (v) change the Prime Rate to
L Tt an Alternative Base Rate and (vi) provide a procedure,
» - : pursuant to wiich each Bank may bid up to the full amount of
: its individual Commitment on borrowings by the Borrowérs on

an uncommitted basis. Additionally, Citibank has agreed,

subject to the terms and conditions hereof, to terminate its

Commitment in full and to cease to bhe a party to the Credit

. Agreement, and several of the Banks have agreed to increase
D - ' their respective Commitments in place of Citibank's
B ‘terminated Commitment.

: B. Capitalized terms used herein and not defined
herein shall have the‘meanings assigned to such terms in the
Credit Agreement, as amended by this First Amendment.




k]

. .
S . Accord;ngly, in consideration of the mutual
* ‘agreements herein contained and other good and valuable

E'_' -+ . c¢onsideration,. receipt of which is hereby acknowledged, the
S ' Company, the Banks, Cltlbank and the Agent hereby agree as

follows:

SECTION 1. Amendment to the Credit Agreement.
S - 'Upon the effectiveness of this First Amendment (the first
b - S date upon which all the conditions set forth in Sectxﬂﬂ 3 -
: --_hereof'have been satisfied being herein called the "E. i - -
tive Date"); the Credit Agreement shall be and is her-
- amended and restated in the form of Annex A hereto. Except
- as expressly amended hereby, the Credit Agreement shall
: : continue in full force and effect in accordance with the
i:, _ ' provisions thereof on the date hereof. As used therein, the
‘ terms "Agreement", ‘"this Agreement”, "herein", "herein-
after", "hereto", "hereof" and words of similar import
shall, unless the context otherwise requires, mean the
Credit Agreement as amended by this First Amendment.

SECTION 2. Replacement Standby Notes.: On the

Effective Date, the Company will execute and deliver to the
Agent, for the account of each Bank, replacement promissory
Standby Notes, dated the same date as the orxglnal Notes.
delivered under the Credit Agreement, identical in all
respects to the Standby Note set forth in Exhibit E-2 to the
- : . Amended and Restated Revolving Credit Agreement attached as
2 : Annex A hereto, one of which shall be made payable to each

Bank in the amount of its total Commitment. The schedule of

loans and payments attached to each such replacement Standby

Note shall reflect the Loans outstanding to each Bank on the

Effective Date. Each such replacement Standby Note shall
R — for all purposes be deemed 'a "Note" under the Credit Agree-
p .. ment, as amended hereby, and the Loans represented thereby

: ' shall for all purposes be deemed "Loans" of the Bank which

made the same. On the Effective Date, the o0ld Notes shall

- be deemed canceled, and each Bank and Citibank shall

promptly deliver to the Agent, for delivery to the Company,

its old Note with an appropriate notation as to the
B cancelation of such Note. The Agent shall, upon receipt by
it of each such Note marked canceled, release from escrow
and transmit the old Notes to the Company and a replacument
Standby Note to each of the Banks.

_ SECTION 3. Conditions to Effectiveness. This
) : ' First Amendment shall become effective only upon the




| Satisfaétion in full, on or prior to the Effective Date, of
‘the following conditions precedent: '

~.(a) ‘The Agent shall have received a signed copy
for each Bank of a favorable written opinion of Hall,
Dickler, Lawler, Kent & Friedman, counsel for the
Company, addressed to the Banks, dated the Effective
pate, and satisfactory in form and substance to
Cravath, Swaine & Moore, special counsel for the B: s,
to the effect set forth in Exhibit 1 hereto. ‘

. (b) The Agent shall have received a signed copy
for each Bank of a favorable written opinion of General
. Counsel for the Company, addressed/ito the Banks, dated
.the Effective Date, and satisfactory in form and
'”ugstance'tB#Cravath, Swaine & Moore, special counsel
“for- the Banks, to the effect set forth in Exhibit 2
‘hereto. 7 o . R '

_ (e)  Each:-Bank shall have received (x) a copy of
all amendments, if any, to the Company's Certificate of .
Incorporation and By-laws from January 3, 1986, and
January ‘7, 1986, respectively, to the Effective Date,
each certified by the Secretary or an Assistant Secre-
tary of “the Company and (y) a certificate dated as of
-the Effective Date and signed by the Secretary or an
Assistant Secretary of the Company, certifying (A) that
neither ‘the Certificate of Incorporation nor the
By-laws of tlie Company, have been amended from

 January 3, 1986; and January 7, 1986, respectively, to

- the Effective Date except as disclosed pursuant to
clause (x) hereof, (B)-that attached thereto are true
and complete copies of all resolutions adopted by the
Executive Committee of the Company, authorizing the
execution and delivery of this First Amendment, and
(C) as to the incumbency and specimen signature of each
of ficer of the Company executing this First Amendmert -
and any certificates or instruments furnished pursuant,
hereto, such certificate to contain a certification by
another officer of the Company as to the incumbzrcy and ¢
signature of the officer signing such certificate. R

A

(@) Each Bank shall have received a certificate
dated the Effective Date and signed by the chief
financial officer or chief accounting officer of the 5
Company to “the effect (x) that all the representations )
and wartanties of the Company set forth in Article II1I .-
of ‘the Credit Agreement as amended hereby, are true and
correct in all material respects on and as of such date
with the same effect as though made on and as of such




!

T . date and (y) that on such date (and giving effect to this
-E_-; L First Amendment) the Company is in compliance with all the
T T terms and provisions set forth in the Credit Agreement, as
amended hereby, on its part to be observed or performed and
. no Event of Default or event ‘which upon notice or lapse of
R _ . _time or both would constitute an Event of Default has
o L ' occurred and is continuing. N
LT o ' (e) The Agent shall have recelved counterparts of
this First Amendment which, when taken together, bear
the signatures of all the parties hereto;

e : S (£) The Agent shall have received in escrow the
8 ' -~ replacement Standby Notes referred to in Section 2
IR : hereof; duly executed by the Company.

(g} All legal matters in connection with this
First Amendment shall be satisfactory to Cravath,
Swaine & Moore, special counsel for the Banks.

' SECTION 4. Applicable Law. This First Amendment
shall be governed by and construed in accordance with the
-'laws of the State of New York.

' SECTION 5. Counterparts. This First Amendment
o : may be executed in two or more counterparts, each of which
- shall gonstitute an original, but all of which when taken
together shail constltute but one 1nstrument.

SECTION 6. Expenses. The cOmpany agrees to
. reimburse the Agent for its out-of-pocket expenses in
" ' , connection with this First Emendment, including the fees and
o expenses of special counsel for the Banks.

Goa 3 IN WITNESS WHEREOF, Capital Cities/ABC, Inc., each
of the Banks and the Agent have caused this First Amendment
to be duly executed by their duly authorized officers, all

® _ as of the date and year first above written.

P
i

CAPITAL CITIES/ABC, INC.,

_ : - _ . by '
L - _ Ronald J. Doerfler ,
‘ : Title: Senior Vice President
and Chief Financial

. Officer




 CHEMICAL BANK, individually and
as Agent, : i *

by .
. _Robert C. Ruocco
Title: Vice President

4
CITIBANK, N.A.,

. Gayle F. Robinson
Title: Vice President

THE BANK OF NEW YORK,

-by o .
Joseph J. Savage
Title: Vice President

THE CHASE MANHATTAN BANK, N.A,,

by
_ _Bruce L. Gregory
Title: Vice President

MORGAN GUARANTY TRUST COMPANY OF
KEW YORK,

by
Bruce E. Langenkamp
Title: Vice President

o
Y




MANUFACTURERS HANOVER TRUST COM~
PANY,

Leslie S§. Florio

- Title: Vice President
BANK OF AMERICA NATIONAL TRUST
AND SAVINGS ASSOCIATION,

by :
Raymond J. Martin

Title: Vice President

BANKERS TRUST COMPANY,

by _
Allison H. Colemar:

Title: Vice President

MARINE MIDLAND BANK, N.A.,

Alison E. Melick

Title: Assistant Vice
President

THE FIRST NATIONAL BANK OF
CHICAGO,

by
William J. Hake

Title: Vice President

~ CONTINENTAL ILLINOIS NATIONAL
BANK AND TRUST COMPANY OF
CHICAGO,

by
Leonard B. Sebesta 

Title: Vice President




NATIONAL BANK OF DETROIT,

by
Carolyn J. Parks
Title: Vice President

® - SECURITY PACIFIC NATIONAL BANK,

by _
Caron C. Brandlin
Title: Vice President

'THE FIRST NATIONAL BANK OF
BOSTON,

S - by
_— g ' : . Robert A. Bachelder
'®e - : | Title: Vice President

COMMERCE BANK OF KANSAS CITY,

SR : - by ' _
o o Stephen P. Hall
T _ Title: Senior Vice President

UNITED MISSOURI BANK OF KANSAS
CITY' N-A- r )

; : _Walter Beck
Title: Vice Chairman




EXRBRIBIT 1

: " Substance of Opinion of
HBall, Dickler, Lawler, Kent & Friedman,

Counsel for the Company,
To _Be Delivered on June 30, 1987

. 1. The Company is duly organized, validly exist-
ing and in good standing under the laws of the jurisdiction
of its organization, has the requisite power and authority
to own its property and assets and to carry on its busi-
nesses as now conducted and is qualified to do business in
every jurisdiction where such qualification is required,
except where the failure so to qualify would not have a
material adverse effect on the condition, financial or

‘otherwise, of the Company or the Company and the Subsidiar-

ies taken as a whole. The Company has the corporate power
to execute, deliver and perform its obligations under the
Credit Agreement as amended by the First Amendment, to
borrow thereunder and to execute and deliver the replacement
Standby Notes and the Competitive Notes to be delivered by
it. S

2. The execution, delivery and performance by the
Company of the Credit Agreement as amended by the First
Amendment, the borrowings thereunder and the execution and
delivery of the replacement Standby Notes and the Competi-
tive Notes (a) have been duly authorized by all regquisite
corﬁ@?ate and, if required, shareholder action of the
Company, and (b) will not (i) violate (A) any provision of
law, statute, rule or regulation or the articles of incor-
poration or the By-laws of the Company, (B) to the best of
our knowledge after due inquiry, any order of any court or
any rule, regulation or order of any other agency of govern-
ment binding upon the Company or any Subsidiary or (C) to
the best of our knowledge after due inquiry, any provisions
of any indenture, agreement or other instrument to which the
Company or any Subsidiary, or any of their respective

- properties or assets are or may be bound or (ii) to the best
of our knowledge after due inquiry, be in conflict with,

result in a breach of or constitute (alone or with due
notice or lapse of time or both) a default under any inden-
ture, agreement or other instrument referred to in (b)(i)(C)
above. '

3. The Credit Agreement as amended by the First
amendment and the replacement Standby Notes being delivered
by the Company have been duly executed and delivered by the
Company, and constitute, and the Competitive Notes when duly




'exeeuted.and_delivé:ed by the Company will constitute,

legal, valid and binding obligations of the Company,
enforceable in accordance with their respective terms
(subject, as to the enforcement of remedies, to applicable
bankruptcy, reorganization, insolvency and similar laws

—-affecting creditors’ rights generally and to moratorium laws

from time to time in effect).

. 4. No registration with or conseant or approval

fof, or other action by, any Federal, state or other govern-
‘mental agency, authority or requlatory body is required in

connection with the execution, delivery and performance by
the Company of the Credit Agreement as amended by the First
Amendment, the execution and delivery by the Company -of the
replacement Standby Notes and the Competitive Notes or its

 borrowings thereunder.

5. To the best of our knowledge after due

~inquiry, there are not any actions, suits or proceedings at

law or in equity or by or before any governmental instru-
mentality or other agency or regulatory authority now
pending or threatened against or affecting the Company or
any Subsidiary, or the business, assets or rights of the
Company or any Subsidiary, which involve the Credit
Agreement as amended by the First Amendment or any of the
transactions contemplated thereby.




EXHIBIT 2

: Substance of Opinion of
“General Counsel for the Company,
To Be Delivered on June 30, 1987 _

. 7o the best of our knowledge after due inguiry,
there are not any actions, suits or proceedings at law or in
equity or by or before any governmental instrumentality or
other agency or regulatory authority (other than any
proceedings ‘under the Federal Communications Act of 1934 or
the rules and regulations of the Federal Communications
Conimission) now pending or threatened against or affecting
the Company or any Subsidiary as to which there is a
reasonable possibility of an adverse determination and
which, if adversely determined, would be likely, in our
judyment, individually or in the aggregate, materially to
_impair the ability of the Company or the Company and the
Subsidiaries taken as a whole to conduct business
substantially as now conducted, or materially and adversely
to affect the business, assets, operations, prospects or
condition, financial or otherwise, of the Company or the
Ccompany and the Subsidiaries taken as a whole, or to impair
the validity or enforceability of or the ability of the
Company to perform its obligations under the Credit
Agreement as amended by the First Amendment or under the
replacement Standby Notes executed and delivered, or the

Competitive Notes to be executed and delivered, by the
Company. '




ANNEX A

CAPITAL CITIES/ABC, INC.

(forﬁerly Capital Cities
Communications, Inc.)

REVOLVING CREDIT AGREEMENT

pated as of Janhary 3, 1986
as Amended and Restated

through June 30, 1987
with
CERTAIN BANKS
and

CHEMICAL BANK,
as Agent




_ Article'

o Is

1I.

. III.

TABLE OF CONTENTS

Section

DE!“INITIONSI..I.'.I.-.I'.I....'....-‘....

THE LOANS

2.01 Commitments .cccecesseccssccnces
2.02 Competitive Bid Procedure ......
2.03 Standby Borrowing Procedure ....
2-04 Loans C.l.lII....‘.IID......'.l.
2-05 Notes !.._.ll..l...'l..ll...Il!..
2.06 Interest on LOANS ssceseccccscns
2.07 Commitment Fee .c.ceeccceconcssce
2.08 Termination and Reduction

- Of CQmmitmentS N RN R A

2.09 Interest on Overdue Amounts;

’ Alternative Rate of Interest .
2.10 Prepayment of LOAnNs ...cevcnceee
2.11 Refinancing of LOANS ...ss00ccee
2.12 Change in Circumstances ........
2,13 Change in Legality ..ccevecccess
2.14 Indemnity sccecesscesnceorcsnces
2,15 Pro Rata Treatment s.cecceoessae
2.16 Sharing of Setoffs .....cce0nvsn

REPRESENTATIONS AND WARRANTIES

3.01
3.02
3.03
3.04
3.05
3‘06

3.07
3.08
3.09
3.10
3q11“
3.12

Organization, Corporate Powers .
AUthorization .ecsececsssscvescne
Governmental Approval ...scecee
Enforceability .sceecscecesccccns
Financial Statements ..cccaoscss
Litigation; Compliance

with Laws; etCe escccessnnccssa
MELQEer .secsvscsnccessorassvsncs
Federal Reserve Regulations ....
Taxes YRR A I B R RN I N LR B L B
Employee Benefit Plans «........
No Material Misstatements ......
Investment Company Act ..ceceees

Page




Iv.

gt

vI.

vII.

VIII.

IX.

Y

Contents, P. 2

Seétion

~ CONDITIONS OF LENDING

4.01
4.02

All Botr'OWings 'R NN NN .“_'. L BN 3N 2% )
First Borrowing by Each
BOIIOWing subSidiafy s BSOS RPSS

AFFIRMATIVE COVENANTS

5.01

5.02
5.03
5.04
5.05

5(06

5.07
5.08

Corporate Exist2nce ...cceecocee
_Businesses and Properties ......
Insutlﬂce Joob.c.-t.doo-oo-ddo;c
Obligations and Taxes cecccsovsses
Financial Statements; Reports ..
Litigation and Other Notices ...
ERISA --p.oqcomv-..ooo..-q-.ioib
Maintaining Records; Access to
Properties and Inspections ...

- NEGATIVE COVENANTS

6.01
6.02

6.03

6.04
6.05

Liens....l-!l..'.l......._...'....._.

Sale and Leaseback

Transactions s e e B AP EBEEESEEE RS
Consvlidations, Mergers and
- Sales of AssetS .....ccccavnecs
Consolidated Net Worth ...ccic00
Fiscal Year ceeccecscscccccvonaas

EVENTS OF DEFAULT T EEEERE NI I I R AR NI B

THEAGENT MY EEEEREEE N N BRI SR B BN B B B

GUARANTEE l_...l'..‘..-l....'...l'l......l

MISCELLANEOUS

10.01 Notices " EEREEE RN IR A R A R R A LA
10.02 Survival of Agreement ....seccees
10-03 Binding Effect 'R EE-EZ NI N A BN
10,04 Assignments and Participations ..

46
48
48

.48

49
49
52
54
56
57

57
57




 ;?; ) Contents, P. 3
’ff, _
i fatticle-. ZSeCtion ae , ' LT Page
: i 10.05 Expenses of the Banks; Indemnity. 60
10-06 Right Of SetOff s e s s csasperdiensw 61
10.07 Applicable La_w..g.-oo'. R R RO ] 62
10.08 - Payments on Business Days ..sc.s. 62
10 109 Waive’i's-;.‘ "J':Alnendmf:gts oﬂo.._c-j ‘i LA N O O B 62
o : © 10.10 Severability .i.iisecceiseseresas 63
B © . 710.1F  CounterpartS .ecescsenccsscoscnas 63
lri 'f’:\ 10'11‘2 Headings }__' T R RO R R S B B NN L R B . . 63
" Exhibit A . ‘Form of Borrowing Subsidiary Agreement
SO e o R Lo o -
!.' o o - Exhibit B-1 . Form of Competitive Bid Request
" .Ekhibit B-2 Form of Standby Borrowing Reguest '
S . . B . . ) - 'x_' '::
7 Exhibit C Form of Notice of Competitive Bid Reguest
{b_ o “Exhibit D Form of Competitive Bid

Exhibit B-1
© _Exhibit E-2

o Exhibit F

I Exhibit G

@ . schedule 3.07

A

Form of Competitive Note

Form of Standby Note

Assignment and Acceptance

Substance of Opinion of Counsel for the
Company to be Delivered on the Date of the
First Borrowing by each Borrowing Subsidiary

Description of Merger and Ownership of ABC by
the Company Following the Merger




|

A

e

AMENDED AND RESTATED REVOLVING CREDIT
 AGREEMENT dated as of January 3, 1986, as
~amended. through June 30, 1987, among CAPITAL
CITIES/ABC, INC. (formerly Capital Cities:
- Communications, Inc.), a New York corporation
~ (the "Company"), the Banks named in para-
‘graph 2.01 hereof (the "Banks"), and CHEMICAL
- BANK, a New York banking corporation, as
Agent for the Banks (in such capacity, the
"agent").

n The Company entered into a Credit Agreement dated
as of January 3, 1986, pursuant to which the Banks, together
with Citibank, N. A. {"Citibank™), have made loans to the
Company on a revolving credit 'basis.

_ The Company, the Banks and the Agent have agreed,
subject to the terms and conditions hereof, to amend certain
terms of the Credit Agreement and restate the Credit Agree-
ment in its entirety, and Citibank has agreed to terminate
its Commitment hereunder in full and to cease to be a party
to this Agreement.

Accordingly, the Company, the Banks and the Agent
hereby agree that the Credit Agreement is hereby amended and
restated to read in its entirety as follows:

L

I. DEFINITIONS
For purposes hereof, tlie terms:

“ABC" shall mean American Broadcasting Companies,
Inc., a New York corpeoration.

- “Acquisition" shall mean CCC Acquisition Corp., &
New York corporation and an indirect wholly owned subsidiary
of the Company.

*adjusted CD Rate": shall-mean, with respect to any
Certificate of Deposit Loan for any Interest Period, an
interest rate per annum (rounded upwards, if necessary, to
the next higher 1/8 of 1%) egqual to the sum of (a) a rate
per annum egual to the praduct of (i) the Fixed Certificate
of Deposit Rate in effect for such Interest Period and
(ii) Statutory Reserves, plus (b} the Assessment Rate, For

- purposes hereof, the term "Fixed Certificate of Deposit




——

‘Rate" shall meancihe arithmetic average (rounded to the .
nearest 1/8 of 1% or, if there is no nearest 1/8 of 1%, the

next higher 1/8 of 1%) of the prevailing rates per annuii bid

- on or about 10:00 a.m. (New York City time) to the Agent on

the first Business Day of the Interest Period for the
Certificate of Deposit Loan by three New Yo(: City negotia-
ble certificate of deposit dealers of recogriized standing

" gelected by the Agent for the purchase at face value of

negotiable certificates of deposit of major United States
money center banks in an amount approxlmately equal to the
principal amount of the Agent's portion of the Certificate

- of Deposit Loan and with a maturity comparable to such

Interest Period.
*Adjusted LIBO Rate"” shall mean, with respect to
any Eurodollar Loan for any Interest Period, an interest
rate per annum (rounded upwards, if necessary, to the next
higher 1/8 of 1%) equal to the product of (a) the LIBO Rate
and (b) Statutory Reserves. For purposes herecf, the term
*"LIBO Rate" shall mean the rate (rounded to the nearest
1/8 of 1% or, if there is' no nearest 1/8 of 1%, the next
higher 1/8 of 1%) at which dollar deposits approximately .
equal " in principal amount to the Agent's portion of the
Eurodollar Loan and for a maturity eqgual to the appllcable
Interest Period are offered by major banks to major banks in
immediately available funds in the London Interbank Market
for Eurodollars at approximately 11:00 a.m., London time,
two Business Days prior to the commencement of such Interest
Period.

"Alternate Base Loan" shall mean any Loan based on
the Alternate Base Rate in accordance with the prouvisions of
Article II.

"Alternate Base Rate" shall mean, for any day., a
rate per annua (rounded upwards, if necessary, to the next
lﬁa of 1%) equal to the greatest of (a) the Prime Rate
(¢omputed on the basis of the actual number of days elapsed
over a year of 365 or 366 days, as the case may be) in
effect on such day, (b) the Base CD Rate in effect on such
day plus 1-1/4% and (c¢) the Federal Funds Effective Rate in
effect on such day plus 5/8 of 1%. "Prime Rate" shall mean
the rate of interest publicly announced f£rom time to time by
the Agent at its principal office in New York City as its
prime rate. For purposes of this Agreement, any change in
the Alternate Base Rate die to a change in the Prime Rate
shall be effective on the date such change in the Prime Rate
is announced and has been declared effective. "Base CD
Rate" shall mean the sum of (a) the product of (i) the
Average Weekly Three-Month Secondary CD Rate times
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(ii) Statutory Reserves and (b) the Assessment Rate.
“"Average Weekly Three-Month Secondary CD Rate" shall mean
the secondary market rate ("Secondary CD Rate") for
three-month certificates of deposit (secondary market) of
“major United States money market banks for the most recent
weekly period ending Friday reported in the Federal Reserve
Statistical release entitled "Selected Interest Rates"
(currently publication H.15) or any successor publication
released during the week immediately preceding the week for
which the Secondary CD Rate is being determined. The
Secondary CD Rate so reported shall be in effect, for the

- purpose of this definition, for each day of the week
commencing the Monday following the release date of such
publication. 1If such publication or a substitute containing
the foregoing rate information is not published by the
Federal Reserve for any week, such average rate shall be
determined by the Agent on the first Business Day of the
week succeeding such week for which such rate information is
not published on the basis of bids quoted to the Agent by
three New York City negctiable certificate of deposit
dealers of recognized standing for secondary market morning
offerings of negotiable certificates of deposit of major
United States money market banks with maturities of three
months. Any change in the Alternate Base Rate due to a
change in the Average Weekly Three-Month Secondary CD Rate
shall be effective on the effective date of such change in
the Secondary CD Rate. "Federal Funds Fffective Rate" shall
mean, for any period, a fluctuating interest rate per annum
equal for each day during such period to the weighted
average of the rates on overnight Federal funds transactions
with members of the Federal Reserve System arranged by
Federal funds brokers, as published for such day (or, if
such day is not a Business Day, for the next preceding
Business Day) by the FPederal Reserve Bank of New York, or,
if such rate is not so published for any day qhich is a
Business Day, the average of the gquotations f¢r such day on
such transactions received by ‘the Agent from three Federal
funds brokers of recognized standing selected by it. For
purposes of this Agreement, any change in the Alternate Base
Rate due to a change in the Federal Funds Effective Rate
shall be effective on the effective date of such change in
the Federal Funds Effective Rate. If for any reason the
Agent shall have determined (which determination shall be
conclusive absent manifest error) that it is unable to
ascertain for any reason, including, without limitation, the
inability or failure of the Agent to obtain sufficient bids
or publications in accordance with the terms thereof,

(i) the Base CD Rate, then the Alternate Base Rate shall be
the greater of (x) the Federal Funds Effective Rate plus 5/8
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of 1% and (y) the Prime Rate, (ii) the Federal Funds
Effective Rate, then the Alternate Base Rate shall be the
greater of (x) the Base CD Rate plus 1-1/4% and (y) the
Prime Rate or (iii) the Base CD Rate and the Federal Funds
Effective Rate, then the Alternate Base Rate shall be the
Prime Rate, in each case until the cxrcumstances giving rise
to’ such inability no 1onger exist,

"Assessment Rate shall mean for any date the

- annual rate (rounded upwards, if necessary, to the next
higher 1/100 of 1%) most recently estimated by the Agent as

the then current net annual assessment rate that will be
employed for determining amounts payable by the Agent to the

- Federal Deposit Insurance Corporation (or any successor) for
insurance by such Corporation (or such successor) of time

deposits made in deollars at the Agent's domestlc offices.

"Assignment and Acceptance" shall mean an 3551gn-
ment and acceptance entered into by a Bank and an assignee,
and accepted by the Agent, preclsely in the form of Exhib-
it F hereto. _

"Attributable Debt" shall mean, as to any lease,
at any date as of which the amount thereof is to be deter-
mined, the total net amount of the rental payments (dis-
counted from the respective due dates thereof at a rate per
annum equal to 3% plus the prevailing market interest rate,
at the time such lease was entered into, on United States
Treasury obligations having a maturity substantially the
same as the term of such lease) required to be made by the
lessee thereunder during the remaining term thereof. The

| net amount of the rental payments required to be made under

any such lease shall be the total amount of the rent payable
by the lessee, but excluding amounts required to be paid on
account of maintenance and repairs, insurance, taxes,
assessments, water rates and similar charges. 1In the case
of any lease which is terminable by the lessee upon.the
payment of a penalty, such net amount shall also include the
amount of such penalty, but not any rentals accruing after
the first date upon which such lease may be so terminated.
In the case of any lease under which the amount of the
rental payments is indeterminate (e.g., where rent is based
on sales or profits), the net amount of the rental payments
reqguired to be made during any fiscal year shall be the

- amount of the rental payments made {(or which would have been

required to be made had such lease been in effect) during
the most recently elapsed fiscal year.
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.  wBoard” shall mean the Board of Governors of the
Federal Reserve System of the United States.

R vBorrowers" shall mean the Company and the
Borrowing Subsidiaries, collectively.

s "Borrowing Subsidiary” shall mean any Subsidiary
which shall have executed and delivered to the Agent and
sach Bank a Borrowing Subsidiary Agreement and each Subsi-

diary which assumes the obligations of a Borrowing Subsi-
diary pursuant to Section 5.01. :

o “Borrowing Subsidiary Agreement™ shall mean an
agreement, 1n the form o Exhibit A hereto, duly executed by
- the Company and a Subsidiary.

' "Business Day" shall mean any day, other than a
‘Saturday, Sunday or legal holiday in the State of New York,
on which banks are open for substantially all their banking
' business in New York City, except that, if any determination
' of a "Business Day" shall relate to a Eurecdollar Loan, the
term "Business Day" shall in addition exclude any day on
which banks are-not open for dealings in dollar deposits in
. the London Interbank Market.
"Certificate of Deposit Loan" shall mean a Loan
based on the Adjusted CD Rate in accordance with Article II
hereof.

eclosing Date" shall mean the date of the first
borrowing under this Agreement.

% _ vcommitment"” shall mean, with respect to each
Bank, the Commitment of such Bank hereunder as set forth in
Section 2.01 as the same may be adjusted from time to time

~ Jpursuant to Section 2.08. The Commitment of each Bank shall
be deemed permanently terminated on the Maturity Date.

- wCommitment Fee" shall have the meaning assigned
such term in Section 2.07.

wCompetitive Bid" shall mean an offer by a Bank to
make a Competitive Loan pursuant to Section 2.02.

"Competitive Bid Request" shall mean a request
made pursuant to Section 2.02 in the form of Exhibit B-1l.

“Competitive Borrowing" shall mean a borrowing

consisting of simultaneous Competitive Loans from each of




the Banks whose Competitive Bid as a part of such horrowing
has been accepted by the Borrower under the bidding proce-
dure described in Section 2.02.

wCompetitive Loan” shall mean any Loan cffered by
a Bank pursuant to section 2.02, which shall be based upon
an absolute percentage rate per annum selected by such Bank,
expressed as'a decimal (to no more than four decimal

.-.-ces), which the Borrower shall have elected to accept.

| “"Competitive Note" shall mean a promissory note of
the Borrower in the form of Exhibit E-1 hereto, executed and
delivered as provided in Section 2,03 hereof.

wconsolidated Net Income" shall mean the net
income of the Company and the Subsidiaries, computed and
consolidated in accordance with generally accepted account-
ing principles consistently applied, but excluding net gains .
or net losses:on sales of properties and assets 6ther than
in the ordinaﬁ¥ course of business.
. I

“consolidated Net Worth" shall mean, at any date,
the excess of (1) the net value of the assets of the Company
‘and’ Subsidiaries after all appropriate.deductiong in accor-
dance with generally accepted accounting principles (includ-
ing, without limitation, reserves for doubtful receivables,
obsolescence, depreciation and amortization), but excluding
from thé net value of such assets the amount of any write-up
subsequent to September 30, 1985, in the book value of any
asset owned on such date resulting from the revaluation
thereof subsequent to such date and any write-up of any
asset acquired subsequent to such date to a value in excess
of the purchase price of such asset, over (ii) the consoli-
dated liabilities (including tax- and other proper accruals
and including mandatorily redeemable preferred stock) of the
Company and its Subsidiaries, in each case computed and
consolidated in accordance with generally accepted account-—
ing princ%gles consistently applied.

"Eligible Assignee" shall mean (i) a commercial
bank organized under the laws of the United States, or any
State thereof, and having total assets in excess of
$1,000,000,000; (ii) a savings and lpan association or
savings [oank organized under the laws of the United States,
or any State thereof, and having a net worth of at least
$100,000,000, calculated in accordance with generally
accepted accounting principles; (iii) a commercial bank

. organized under the laws of any other country which is a
member of the OECD, or a political subdivision of any such
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Y money, or with respect to deposits or advances of any kind,

(=

«country, and having total assets in excess of
$1,000,000,000, provided that such bank is acting through a
«branch or agency located in the country in which it is
organized or another country which is also a member of the
OECD; and (iv) the central bank of any country which is a
member of the OECD.

_ "ERISA" shall mean the Employee Retirement Income
Sec rity Act of 1974, as amended from time to time.

"Burodollar Loan” shall mean a Loan based on the
Adjusted LIBO Rate in accordance with Article II hereof.

*Event of Default" shall have the meaning assigned
such term in Article VII hereof.

"Guarantee" shall mean any obligation, contingent
or otherwise, of any person guaranteeing or having the
economic effect of guaranteeing any Indebtedness or obliga-
ticn of any other person in any manner, whether directly or
indirectly, and including, without limitation, any
obligation of such person, direct or indirect, (i) to
purchase or pay (or advance-or supply funds for the purchase
or payment of) such Indebtedness or to purchase (or to
advance or supply funds for the purchase of) any security
for the payment of such Indebtedness, (ii) to purchase
property, securities or services for the purpose of assuring
the owner of such Indebtedness of the payment of such
Indebtedness, or {iii) to maintain working capital, equity
capital or other financial statement condition of the
primary obligor so as to enable the primary obligor to pay
such Indebtedness; provided, however, that the term
Guarantee shall not include endorsements for collection or
deposit, in either case in the ordinary course of business.

"Indebtedness" shall mean, with respect to any
person, {a) all obligations of such person for borrowed

/A

N (b) all obligations of such person evidenced by bonds,
debentures, notes or similar instruments, (¢} all obliga-
tions of such person upon which interest charges are custom-
arily paid, (d8) all obligations of such person under condi-
tional sale or other title retention agreements relating to
property purchased by such person, (e) all obligations of
such person issued or assumed as the deferred purchase price
of property or services, (f) all obligations of such person
under leases reguired to be accounted for as capital leases




~ under generally accepted accounting principles and (g) all

. Guarantees of such person..

"Interest Payment Date" shall mean, as to any

Loan, the last day of the Interest Period applicable to such
Loan (and, in the case of any Interest Period having a
duration equal to or greater than six months or 180 days,
the dates that would be the last days of successive Interest
Period. {the first of which commences on the first day of
such I.itcrest Period) of three months'(in the case of
Eurodo.iar Loans) or 90 days' (in all other cases) duration)
and the date of any refinancing of such Loan with a Loan of
a different type. :

"Interest Period" shall mean: (i) as to any Euro-
dollar Loan, the period commencing on the date of such Loan
and ending on the numerically corresponding day (or, if
there is no numerically corresponding day, on the last day)
in the calendar month that is 1, 2, 3 or 6 months there-
after, as the Borrower may elect, (ii) as to any Certificate
of Deposit Loan, a peried of 30, 60, 90 or 180 days' dura-
tion, as the Borrower may elect, commencing on the date of
such Certificate of Deposit Loan, (iii) as to any Alternate
Base Loan, the period commencing on the date of such Alter-
nate Base Loan and ending on the next March 31, June 30,
September 30 or December 31 or, if earlier, on the Maturity
Date and (iv) as to any Competitive Loan, the period
commencing on the date of such Loan and ending on the date
specified in the Competitive Bid in which the offer to make
the Competitive Loan was extended; provided, however, that
(x) if any Interest Period would end on a day that shall not
be a Business Day, such Interest Period shall be extended to
the next succeeding Business Day unless, with respect to
Eurodollar Loans only, such next succeeding Business Day
would fall in the next calendar month, in which case such
Interest Period shall end on the next preceding Business
Day, (y) with respect to a Standby Loan comprised of a
Eurodollar Loan or a Certificate of Deposit Loan, and with
respect to any Competitive Loan, no Interest Period may be
selected which ends later than the Maturity Date and
(z) interest shall accrue from and including the first day
of an Interest Period to but excluding the last day of such
Interest Period.

"Loan" shall mean a Standby Loan, a Competitive
Loan, a Certificate of Deposit Loan, a Eurodollar Loan or an
Alternate Base Loan.




*Margin Stock" shall have the meaning assigned

such term in Regulation U.

“Maturity Date" shall mean, as to any Bank,

"June 30, 1990.

_ "Merger” shall mean the merger of Acquisition with
and into ABC provided for in the Merger Agreement.

L "Merger Agreement“ shall mean the Agreement and
Plan of Merger dated as of March 18, 1985, among the Com-
pany, Acquisition and ABC, amended and restated as of May 8,
1985. : '

"Note" shall mean a promissory note of a Borrower,
executedzana delivered as provided in Section 2.05 hereof.

“OECD" shall mean the Organization for Economic
Cooperation and Development.

"person" shall mean any natural person, corpora-
tion, business trust, association, company, joint venture,
partnership or government or any agency or political sub-
division thereof.

"pian" shall mean any employee plan which is .
subject to the provisions of Title IV of ERISA and which is
maintained (in whole or in part) for employees of the
Company or a Subsidiary.

"Rate" shall mean the effective interest rate
contained in a Competitive Bid specified by reference to an
annual percentage rate per annum computed on the basis of
the actual number of days elapsed in a year of 360 days.

"Register"” shall have the meaning assigned such
term in Section 10.04(¢).

i *Requlation G" shall mean Regulation G of the
Board, as the same is from time to time in effect, and all
official rulings and interpretations thereunder or thereof.

“Régulation U" shall mean Regulation U of the

Board, as the same is from time to time in effect, and all

official rulings and interpretations thereunder or thereof.

"Requlation X" shall mean Regulation X of the

Board, as the same is from time to time in effect, and all
official rulings and interpretations thereunder or thereof.




- - "Reportable Event" shall mean a Reportable Event
as defined 1n Section %2043(b) of ERISA.

- wResponsible Officer" shall mean any executive
officer, or the chief financial officer or controller, of
the Company.

& ~ “Required Banks" shall mean at any time Banks
having Commi-:acnts representing 66-2/3% of the Total Commit-
ment, except trat for purposes of det2rmining the Banks
“entitled to dJeclare the Notes to be forthwith due and
payable pursuant to Article VII, "Required Banks" shall mean
Banks holding 66-2/3% of the aggregate principal amount of
the Loans at the time outstanding. T

' vgale and Leaseback Transaction" shall have the
meaning assigned such term in Section 6.02.

- vstandby Borrowing” shall mean a borrowing con-
sisting of simultaneous Standby Loans from each of the Banks
distributed ratably among the Banks in accordance with their
respective unutilized Commitments.

nStandby Loan" shall have the meaning given such
term in Section 2.01.

"Standby Note" shall mean a promissory note of the
Borrower in the form of Exhibit E-2 hereto, executed and
delivered as provided in Section 2.05 hereof.

mgtatutory Reserves"” shall mean a fraction
(expressed as a decimal), the numerator of which is the
number one and the denominator of which is the number one
minus the aggregate of the maximum reserve percentages
(including, without limitation, any marginal, special,
emergency, or supplemental reserves) expressed as a decimal
established by the Board and any other banking authority to
which the Agent is subject (a) with respect to the Adjusted
CD Rate or the Base CD Rate, for new negotiable time
deposits in dollars of over $100,000 with maturities
approximately equal to the applicable Interest Period, and
(b) with respect to the Adjusted LIBO Rate, for Eurocurrency
Liabilities (as defined in Regulation D of the Board). Such
reserve percentages shall include, without limitation, those
imposed under such Regulation D. Eurodollar Loans shall be
deemed to constitute Eurocurrency Liabilities and as such
shall be deemed to be subject to such reserve requirements
without beriefit of or credit for proration, exceptions or
offsets which may be available from time to time to any Bank
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" under such Regulation D. Statutory Reserves shall be

adjusted automatically on -and as of the effective datﬂ of

~any change in any reserve percentage.

terms and conditions and relying upon the representations

-outstanding aggregate principal amount of all Standby Loans

("Standby Loans") to the Borrowers, at any time and from
~time to time from the date hereof to the Maturity Date, or

‘amount of all Competitive Loans made by a Bank exceed (B)

?‘"§£2§iﬂié£x" shall mean, with respect to any

W

person A{ the "parent"), any corporatxon, association or other
P

business entity of which securities or other ownership

interests representing more than 50% of the ordinary votxng

power are, at tie time as of which any determination is
-being made, owned or controlled by the .parent or one or more

subsxd;arzes of ‘ne parent or by the parent and one or more
subsidiaries of the: parent.

_ "Subsidiary" shall mean a subsidiary of the
Company. '

"Total Commitment” shall mean at any time the
aggregate gmount of the Banks' Commitments, as in effect at
such time.

Except—aswotherwlse herein spec1f1cally provided,
each accountlng term used herein shall have the meaning
given it under generally accepted accounting principles in
effect from time to time applied on a2 basis consistent with
those used in preparing the financial statements referred to
in Section 3.05; provxded however, that each reference in
Article VI hereof, or in the definition of any term used'in 3
Article VI hereof, to generally accepted accounting princi-
ples shall mean generally accepted accounting principles as
in effect on the date hereof and as applied by the Company
in preparing the financial statements referred to in Sec-
tion 3.05.

II. THE LOANS

SECTION 2,01, Commitments. (a) Subject to the

and warranties herein set forth, each Bank, severally and
not jointly, agrees to make standby revolving credit loans

until the earlier termination of the Commitment of such Bank
in accordance with the terms hereof, subject, however, to
the condition that at no time shall (A) the sum of (x) the
made by a‘Bank and (y) the outstanding aggregate principal

the Commitment of such Bank as set forth opposite its name




’bélbw,.as suchgaommitment_may be adjusted from time to time
pursuant to Section 2.08:

b A

Percent of
Commitment Commitments

_ Chemical Bank $ 146,000,000 14.6%
A . 277 Park Avenue
4 o © ' New York, New York 10172

Attention: Thomas L. James
Vice President

The Bank of New York. _ 93,000,000 9.3%
~ 530 Fifth Avenue '
New York, New York 10036

P

Attention: Gerald L. Hassell
: Senior Vice President

® The Chase Manhattap Bank, N.A. 93,000,000  9.3%
" One Chase Manhattan Plaza
New York, New York 10081

Attention: Bruce L. Gregory
Vice President

Morgan Guaranty Trust Company 93,000,000 9.3%
. of New York

“ 23 Wall Street |

- New York, New York 10015

i

® ' Attention: Bruce Langenkamp
Vice President

-Manufacturers Hanover Trust : 93,000,000 9.3%
Company
S 270 Park Avenue
@ New York, New York 10017 .

Attention: Leslie S. Florio
Vice President

N
et
"

{
4




Bank of America National Trust

and Savings Association
N.A.D. Corporate Service Center
1850 Gateway Boulevard

Concord, California 94520

Attention: Wendy Frear

with a copy to Bank of America
National Trust and Savings
Association

335 Madison Avenue ,

New York, New York 10017

Attention: Raymond Martin
: Vice President

.:,4"’:

'Bankers Trust Company

280 Park Avenue, 5 East

New York, New York 10015

Attention: 'Alexander T. Mason
Managing Director
Media Division

‘Marine Midland Bank, N.A.

140 Broadway
New York, New York 10015

Attention: Alison E. Melick

Assistant Vice President

The First National Bank of Chicago

153 W. 51st Street
8th Floor _
New York, New York 10019

Attention: William J. Hake
Vice President

Continental Illinois National
Bank and Trust Company of
Chicago

520 Madison Avenue

New York, New York ;10022

Attention: Donald E. Pollard
' Banking Associate

93,000,000

75,000,000

52,000,000

52,000,000

47,000,000

13

9.3%

7.5%

5.2%

4.7%
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o A

PLIRRN National Bank of Detroit 47,000,000  4.7%
A ' 611 Woodward Avenue
. S -Detroit, Michigan 48226

“Attention: Carolyn Parks
Co Vice President

N Security Pacific National Bank i 47,000,000 4.7%
@ o Security Pacific Plaza L
333 South Hope Street
" Los Angeles, California 90071

Attention: Caron C. Brandlin
Vice President

The First National Bank of Boston 47,000,000 4.7%
100 Federal Street
Boston, Massachusetts 02106

. . Attention: John S. Rudberg, Jr.
@ Assistant Vice President

Commerce Bank of Kansas City ‘ 11,000,000 1.1%
922 Walnut Street
Kansas City, Missouri 64106

[ - Attention: David H. Lindsey
Senior Vice President

A United Missouri Bank of . 11,000,000 1.1%
Kansas City, N.A.
1010 Grand Avenue
oo Kansas City, Missouri 64105

=3
&
-

Attention: Walter Beck

Total Commitment: $1,000,000,000 100.0%

@ ' . Within the foregoing limits, the Borrowers may
borrow, repay and reborrow, on or after the date hereof and
prior to the Maturity Date, all or any portion of the Com=
mitments hereunder, subject to the terms, provisions and
limitations set forth herein, including, without limitation,
the requlrement that no borrowing shall be made hereunder if
' after giving effect thereto the prznclpal amount of the
® . Loans of any Bank outstanding hereunder would exceed the
Commitment of such Bank or the aggregate principal~amount of

3

&
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all the Loans outstandlng hereunder would exceed the Total
Commltment. .
A

{
SECTION 2.02. Competitive Bid Procedure. (a) In!
order to regquest Competitive Bids, the appropriate Borrower
shall hand deliver or telex to the Agent a duly completed
Competitive Bid Request in the form of Exhibit B-1 hereto,
to be received by the Agent not later than 10:00 a.m. New
York time, twe Business Da:.. before a propdsed Competitive
Borrowing. Competitive Bi¢ Raqguests that do ‘not conform
substantially to the format »f Exhibit B-1 shall be rejected
and the Agent shall notify the appropriate Borrower of such
rejection by telex or telecopier not later than 10:30 a.m.
New York time on the date of receipt. Such request shall in
each case refer to this Agreement and specify (x) the date
of such Loans (which shall be a Business Day) and the

-aggregate principal amount thereof (which shall be an

integral multiple of $50,000,000), and (y) the Interest
Period with respect thereto (wh1ch may not end after the
Maturity Date). Not later than 11:00 a.m. New York time on
the date of receipt by the Agent of a Competitive Bid

“Request, the Agent shall invite by telex or telecopier (in

the form set forth in Exhibit C hereto) the Banks to bid, on
the terms and conditions of this Agreement, to make Competi-
tive Loans pursuant to the Competitive Bid Request. Each
Borrower shall pay to the Agent a transaction fee in the
amount agreed upon in the Letter Agreement dated as of

June 30, 1987, between the Company and the Agent, for each
Competitive Bid Request it makes that is not rejected by the
Agent, irrespective of whether such Borrower receives,
accepts or rejects any responding Competitive Bids.

(b) Each Bank may, in its sole discretion, make
one ov more Competitive Bids to the appropriate Borrower
responalve to the Competitive Bid Reguest. Each Competitive
Bid by a Bank must be received by the Agent via telex or
telecopier, in the form of Exhibit D hereto (each of which
form may accomodate a number of Competitive Bids of each
Bank), not later than 9:30 a.m. New York time, one Business
Day before a proposed Competitive Borrowxng. Competitive:
Bids that do mot conform precisely to the format of
Exhibit D may be rejected by such Borrower upon notice te
the Agent and the Agent shall notify the Bank of such rejec-
tion by telex or telecopier as soon as practlcanle after
receipt from the Company of a notification of rejection.
Each Competitive Bid shall refer to this Agreement and
specify (x) the principal amount of the Competitive Loan
that the Bank is willing to make to such Borrower with
respect to each of such-Bank's Competitive Bids {(each such
Competitive Bid to be in a minimum principal amount of




o

16

$5,000,000 and in integral ﬁultiples of $1,000,000, and the
aggregate of such Competitive Bids of such Bank not to

" exceed such Bank's available Commitment) and (y) the Rate at

which the Bank is prepared to make each such Competitive
Loan. If any Bank shall elect not to make a Competitive
Bid, such Bank shall so notify the Agent via telex or
telecopier not later than 9:30 a.m. New York time, one
Business Day before a proposed Competitive Borrowxng,
provided, however, that failuie by any Bank to give such
notice shall not cause such Baux to be obligated to mzke any
Competztlve Loan as part of su~h Competitive Borrowing. A
Competitive Bid submitted by a Bank pursuant to this para-
graph (b) shall be irrevocable.

(c) The Agent shall notify the appropriate
Borrower by telex or“telecopier not later than 10:00 a.m.
New York time, one Business Day before a proposed
Competitive Borrowing of the number of Competitive Bids
made, the Rate and the principal amounts of each Competitive
Loan in respect of which a Competitive Bid was made and the -
identity of the Bank making each bid. The Agent shall send
a copy of all Competitive Bids to such Borrower and, if such
Borrower is not the Company, to the Company on behalf of
such Borrower, as soon as practicable after receipt by
telecopier as provided in Section 10.01.

(d) The appropriate: Borrower may in its sole and
absolute discretion, subject only to the provisicns of this
paragraph, accept or reject any Competitive Bid referred to
in paragraph {c) above. Such Borrower shall notify the
Agent by telex or telecopier whether and to what extent it
has decided to accept or reject any of or all the bids
referred. to in paragraph {(c) above; and whether and to what
extent it ‘iias decided to make anh Alternate Base Loan in
place of all or a part of the Competitive Borrowing it shall
have proposed (for which Alternate Base Loan it shall
provide the Agent with written or telex notice of its
request in the form of Exhibit B-2 hereto) not later than
11:00 a.m.. New York time, one Business Day before a proposed
Competitive Borrowing; provided, however, that (x) such

" Borrower shall not accept a bid made at any Rate if such

Borrower has decided to reject a bid made at a lower Rate,
{y) if such Borrower declines to borrow, or if it is
restricted by other conditions hereof from borrowing, the
aggregate principal amount of Competitive Loans in respect
of which bids at a particular Rate have been made, then such
Borrower shall accept a pro rata portion of'each bid made at
the same Rate, based as nearly as possible on the ratio of
the aggregate principal amounts of Competitive Loans for
which each such bid at “such Rate was made, as is necessary
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. of Certificate of Deposit Loans, not later than 10:00 a.m,

in order to satisfy the amount of Competitive Loans it shall

- have decided to make .and (z) no bid shall be accepted for a
+ Competitive Loan unless such Competltxve Loan is part of a

Competitive Borrowing in-a minimum principal amount of
$50,000,000, unless such Borrower shall have requested an

: Alternate Base Loan to replace a portion (but not all) of

the proposed Competitive Borrowing, in which case such
Competitive Borrowing together with any such requested

- Alternate Base Loan shall be in 4 cinimum aggregate
_principal amount of $50,000,000. A notice given by the
- appropriate Borrower pursuant to this paragraph {(d) shall be

1rrevocable.

"~ (e) The Agent shall notify the Banks whether or
not any of their Competitive Bids have been accepted (ang if
‘80, in what amount or amounts'and at what Rate or Rates) and
whether any Alternate Base Loan shall have been requested
{(and each Bank's portion of any such reguested Alternate
Base Loan) by telex or, telecopzer sent by the Agent not
later than 12:00 noon New York time, one day before the
Competitive Borrowing, and each successful bidder will
thereupon become bound, subject to the other applicable
conditions hereof, to make the Competitive Loan or
Competitive Loans in respect of which its offer has been
accepted (and if an Alternate Base Loan shall have been
requested, then each Bank shall thereupon become bound to
make a portxon of such Alternate Base Loan in proportion to
its respective unutilized Commitment).

(£) A Competitive Borrowing shall not be made
within seven Business Days of the date of any other Competi-
tive Borrowing.

(g) 1If the Agent shall elect to submit a Competi-
tive Bid or Competitive Bids, it shall submit such bid or
bids to the appropriate Borrower 30 minutes earlier than the
latest time at which the other Banks are reqguired to submit
their bids to the Agent pursuant to Section 2.02(b).

(h) All notices required by this Section 2. 02
shall be made in ac¢cordance with Section 10.01. 4

SECTION 2.03. Standby Borrowing Procedure. 1In
order to effect a Standby Bor Borrowing, the appropriate Bor-
rower shall give the Agent written or telex notice, in the
form of Exhibit B-2 hereto, (1) in the case of Eurodollar
Loans,, K not later than 10:00 a.m. New York time, three
Business Days before a Standby Borrowing, (ii) in the case
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New York time, two Business Days before a Standby Borrowing

and (iii) in the case of Alternate Base Loans, not later

than®11:00.a.m. New York time, one Business Day before a

‘Standby Bogxcwzng. Such notice shall be irrevocable and
shall in each case refer to this Agreement and specify

{v) whether the Loans then be;ng regquested are to be Certif-
icate of Deposit Loans, Eurodollar Loans or Alternate Base
Loans, (w) the date of such Loans (which shall be a Business

‘Day) and the aggregate amount there .. (which shall ba an

integral multiple of $50,000,000 (exccpt in the case of
Alternate Base Loans replacxng a\pori‘on of a proposed

ﬁ  Competitive Borrowing, as provided in paragraph (d) of

Sectzon 2.02)) and (x) the Interest Period with respect
thereto (which shall not énd laten ‘than the Maturity Date).
If no Interest Period with respect’to any Certificate of
Deposlt L.oan or Eurodollar Loan is specified in any such
notice, then (y) in the case of a Certificate of Deposit

‘'Loan, such Borrower shall be deemed to have se&- ~ted an

Interest Period of 30 days' duration and (z) in ;he case of
a Eurodollar Loan, such Borrower shall be deemed to have
selected an Interest Period of one month's duration. The
Agent shall promptly advise the other Banks of ahy notice
given pursuant to this Sectién 2.03 and of each Bank's
portion of the requested Standby Borrowing by telex or
telecopier.

'SECTION 2.04. Loans. (a) Competitive Loans
shall be made to the extént accepted by the appropriate
Borrower in accordance with Section 2. 02(6) and Stanéby

" Loans shall be made ratably by the Banks in accéordance with

their respective unutilized Commitments on the date of the
Standby Borrowing {which respective unutilized Commitments
on the date of such Standby Borrowzng may be in a different
proportion than their respective Commitments if COmp@txtxve
Loans, which are not made on a pro rata basis, are
outstanding on the date of such Standby Borrowing);
provided, however, that the failure of any Bank to make any
Loan shall not in itself relieve any other Bank of its
obligation to lend hereunder. The initial Competitive Loan
and -the initial Standby Loan by each Bank to each Borrowver
shall be made against delivery to such Bank of an appropri-
ate Competitive Note or Standby Note, payable to the order
ofvsuch Bank, as referred to in Section 2.05.

i
O (b) Each Loan shall be either a Standby Loan,
which shall be comprised of a Certificate of Depos.it Loan, a
Eurodollar Loan or an Alternate Base Loan, or shall be a
Competxtlve Loan,; as the Borrower to which such Loan is to

- be made may reguest subject to and in accordance with

oo
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" such Loan;

ther, however,

Section 2.02, Section 2.03 or Section 2.09, as applicable.
Each Bank may at its option make any Eurodollar Loan by
causing a foreign branch or affiliate of such Bank to make

rovided, however. that any exercise of such
option shall not affect the obl;gation of the appropriate
Borrower to repay such Loan iA accordance with the terms of
the applicable Note. Loans ¢f more than one interest rate
option may be outstanding at the same txme, rovided fur-

that no Borrowet“shall . entitIeE to Tequest
any Loan which, if made, would result in an aggregate of
more than ten separate Loans of any Bank being outstanding
hereunder at any one time. For purposes of the foregoing,
Loans hdv;ng different Interest Periods, regardless of

- whether %hey commence on the same date, shall be considered

separate uoans.

(c) Subject to Section 2,11, each Bank shall make

" its portion of each Competitive Borrowlng and each Standby

Borrowing on the proposed date thereof by payxng the amount
required to the Agent in New York, New York in immediately
available funds not later than 12:00 noon New York time, and
the Agent shall by 3:00 p.m. New Yérk time credit the
amounts so received to the general deposit account of the
appropriate Borrower with the Agent or, if Loans are not
made on such date because any condition precedent to a
borrowing herein specified shall not have been met, return

_the amounts so received to the respective Banks.

SECTIOI 2.05. Notes. The Competitive Loans and
Standby-Loans made by each Bank to each Borrower shail be
evidenced by a Competitive Note or Standby Note, as the case
may be, duly executed on behalf of such Borrower, dated the
date of the first such Loan, in substantially the forms
attached hereto as Exhibits E-1 and E-2, respectively, with
the blanks appropriately filled, payable to the order of
such Bank in a principal amount equal to the Commitment of
such Bank. The outstanding principal balance of each
Competitive Loan and Standby Loan, as e#videnced by a Note,
shall be payabl on the last day of the Interest Period
applicable to such Loan. Each Note shall bear interest from
the date of the first borrowing evidenced by such Note on
the outstandlng principal balance thereof as set forth in
Secticii/2.06. Each Bank shall, and is hereby authorized by
each Borrower to, endorse on the schedule attached to each
Note of such Bank (or on a continuation of such s¢hedule
attached to each such Note and made a part thereof) an
appropriate jfiotation evidencing the date and amount of each
Loan of such Bank,each payment or prepayment of principal
of any Loan and the¢ other information provided for on such

o Y




schedule; provided, however, that the failure of any Bank to

make such a notation or any error therein shall not in any

_manner affect the obligation of the appropriate Borrower to

repay the Loans made by such Bank in accordance with the
terms of such Note. As soon as practicable after the

- Maturity Date or the earlier termination of Loans or Commit-
ments under this Agreement, as applicable, and upon payment

by the Borrower in full of all amounts due and owing on any
Note, the Banks shall return the canceled *ﬂmpetxtxve Note

~ and Standby Note to the appropriate Borrower,

SECTION 2. 06. Interest on Loans. (a) Subject to
the provisions of Section 2.09, each Competitive Loan shail
bear interest at a rate per annum (computed on the basis of
the actual number of days elapsed over a year of 360 days)
equal to the absolute percentage rate per annum, expressed
28s a decimal (to no more than four decimal places) offered

. by the Bank making such Loan and accepted by the appropriate

Borrower pursuant to Section 2.02. Interest on each
Competitive;/Loan shall be payable on each applicable
Interest Payment Date.

(b) Subject to the provisions-of Section 2.09,
each Certificate of Deposit Loan shall bear interest at a
rate per annum (computed on the basis of the actual number
of days elapsed over a year of 360 days) equal to the
Adjusted CD Rate for the Interest Period in eifect for such
Loan plus 1/2 of 1%. Interest on each Certificate of
Deposit Loan shall be payable on each applicable Interest

- Payment Date. The applicable Adjusted CD Rate shall be

determined by the Agent, and such determination shall be
conclusive absent manifest error. The Agent shall promptly
advise the Company and each Bank of such determination. )

(c) Subject to the provisions of Section 2.09,
each Eurodollar Loan shall bear interest at a rate per annum
(computed on the basis of the actual number of days elapsed
over a year of 360 days) equal 4o the Adjusted LIBO Rate for
the Interest Period in effect {or such Loan plus 3/8 of 1%.
Interest on each Eurodellar Loan shall be payable on each
applicable Interest Payment Date. The Adjusted LIBO Rate
shall be determined by the Agent, ané such determination
shall be conclusive absent manifest error. The Agent shall
promptly advise the Company and each Bank of such determina-
tion.

(d) Subject to the provisions of Section 2.09,
each Alternate Base Loan shall bear interest on each day at
a rate per annum (computed on the basis of the actual number




of days elapsed over a year of 360 days, except where the
applicable interest rate for such Loan is the Prime Rate, in
which case the rate per annum shall be computed on the basis
of the actual number of days elapsed over a year of 365 cor
366 days, as the case may be) equal to the Alternate Base
Rate in effect for such day. Interest on each Alternate
Base Loan shall be payable on each applicable Interest
Payment Date., The applicable Alternate Base Rate for each
day shall be determined by the Agent, and su~™ determination
shall be conclusive absent manifest error.

SECTION 2.07. Commitment Fee. The Company shall
pay each Bank, through the Agent, on the last day of each
March, June, September and December, and on the Maturity
Date, in immediately available funds, a commitment fee (a
"Commitment Fee") of (a) 1/4 of 1% per annum from
December 20, 1985, through March 20, 1986, (b) 3/16 of 1%
per annum from and including March 21, 1986, up to but
excluding June 30, 1987, and (c) 1/8 of 1% per annum from
-and after June 30, 1987, on the average daily unutilized
amount of the Commitment of such Bank during the guarter (or
shorter pericd ending with any date on which the Commitment
of such Bank shall be terminated or with the Maturity Date)
ending on such date. All Commitment Fees under this Sec-
tion 2.07 shall be computed on the basis of the actual
number of days elapsed in a year of 360 days. The
Commitment Fees due to each Bank shall cease to accrue on
the earlier of the Maturity Date and the termination of the
Commitment of such Bank as provided herein,

SECTION 2.08. Termination and: Reduction of
Commitments. (a) Upon at least 30 days' prior written or
telex notice to the Agent, the Company may at any time in
whole permanently terminate, or from time to time perma-
nently reduce, the Total Commitment, ratably among the Banks
in accordance with their respective Commitments; provided,
however, that each partial reduction of the Total Commitment
shall be in an integral multiple of $50,000,000. On the
date of any termination or reduction of the Commitment
pursuant to this paragraph, the Company shall pay or repay
so much of the Loans of such Bank as may be required under
Section 2.10(b).

(b) In the event the Company and the Subsidiaries
shall incur any Indebtedness for borrowed money- (other than
Indebtedness existing on the date hereof, Infdebtedness
incurred pursuant to short-term borrowing anrangements with
< banks and commercial paper maturing not more than 270 days
. after the date of its issuance) maturing prior to the




¢

Maturlty Date, then the Required Banks may, on one Or more
occasions, upon at least 30 days' prior written or telex
notice to the Company and the other Banks, permanently
reduce the Total Commitment, ratably among the Banks'in
accordance with their respective Commitments, by an
aggregate amount not greater than the maximum amount of such
Indebtedness at any time outstanding.

(c) In the event that the Commitment ¢ any Bank
is terminated pursuant to paragraph (e) of Sectisn 2,12, the
Company shall have the right, subject to the pr..w written
consent of the Agent which consent shall not be unreasonably
withheld, to replace such Bank with such successor bank or
banks qualified to be an Eligible Assignee or Eligible

- Assignees, as the case may be; provided that any such bank

shall, pursuant to a written instrument in form and
substance. satisfactory to the Agent, effectively agree to
become a party hereto and a "Bank" hereunder and be bound by
the terms hereof. The Agent shall promptly notify the
remaining Banks of any such replacement. 1In the event that -
the Commitment of any Bank is so terminated, the Company
may, through the Agent, request one or more of the remaining
Banks to assume any part of the Commitment of such

:terminated Bank; provided, however, that none of the Banks

shall have any obligation to assume any part of such Commit-
ment, and provided further that, other than pursuant to the
next succeeding sentence, none of the remaining Banks shall
be entitled to assume any part of the Commitment o6f such
terminated Bank without the prior written consent of the
Required Banks and the Agent. Notwithstanding anything
herein to the contrary, with respect to a terminated Bank
that became a Bank hereunder pursuant to the provisions of
Section 10.04, the Company must first offer to the original
assignor Bank or assignor Banks, as the case may be, the
portion of the Commitment of any such terminated assignee
Bank attributable to assignment by such original assignor
Bank or Banks before the Company may replace such terminated
assignee Bank with any other bank or request any other Bank
to assume any part of the Commitment of such terminated
assignee Bank.

(d) Slmultaneously with any termination or reduc-
tion of Commitments pursuant tc paragraph (a), (b) er (c¢) of
this Section 2.08, the Company shall pay to the Agent for
the account of the Banks whose Commitments are being termi-
nated or reduced the Commitment Fees on the amount of the
Commitments so terminated or reduced owed through the date
of such termination or reduction.




SECTI@ﬁ‘Z,OQ. Interest on Overdue Amounts:

Alternative Rate of Interest. (a) If any Borrower shall
default in the payment of the principal of or interest on
any Loan or any other amount becoming due hereunddr, by
acceleration or otherwise, such Borrower shall on demand
from time to time pay interest, to the extent permitted by
law, on:such defaulted amount up to the date of actual
payment (after -as well as before judgment):

(i) in the case of the payment of principal of or
interest on a Certificate of Deposit Loan or nrodollar
Tioan, at a rate 2% above the rate which would otherwise
be payable under Section 2.06(b) or (c), as the case
may be;

(ii) in the case of the payment of principal of or
interest on a Competitive Loan, at a rate 2% above the
greater of (x) the interest rate designated for such
Competitive Loan and (y) the Alternate Base Rate; and

(iii) in thgfpase of the payment of principal of or
interest on an -‘Alternate Base Loan or any other amount
payable hereunder (other than principal of or interest
on any Loan referred to in clause (i) or (ii) above),
at a rate 2% above the Alternate Base Rate.

| (b) 1In the event, and on each occasion, that on
the day two Business Days prior to the commencement of any
Interest Period for a Eurodollar Loan, the Agent or the

 Required Banks shall have determined (which determination

shall be conclusive and binding upon the Borrowers) that
dollar deposits in the amount of the requested principal
amount of such Eurodollar Loan are not generally available
in ‘the London Interbank Market, or that the rate at which
dollar de¢posits are being offered will not adequately and
fairly reflect the cost to any Bank of making or maintaining
the principal amount of such Eurodollar Loan during such
Interest Period, or reasonable means do not exist for
‘ascertaining the Adjusted LIBO Rate, the Agent shall as soon
as practicable thereafter give written or telex notice of
such determination to the Company and the other Banks, and
any request by a Borrower for the making or refinancing of a
Eurodollar Loan pursuant to Section 2.03 or 2.1l shall,
until the circumstances giving rise to such notice no longer
exist, be deemed to be a request for an Alternate Base Loan.
Each determination of the Agent hereunder shall be
conclusive absent manifest error.

(c) 1In the event, and on each occasion, that on
_or before the day on which the Adjusted CD Rate for a
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Certificate of Deposit Loan is to be determined, the Agernt

 ghall have determined (which determination shall be conclu-

sive and binding upon the Borrowers) that the Adjusted CD

‘Rate for such Loan cannot be ascertained for any reason,

including, without limitation, the inability or failure of

_ the Agent to obtain sufficient bids in accordance with the

terms of the definition of Fixed Certificate of Deposit
Rate, or the Agent shall determine that the Adjusted CD Rate
for such Certificate of Deposit Loan will not adequat:ly and
fairly reflect the cost to any Bank of making or maintaining
the principal amount of such Certificate of Deposit Loan
during such Interest Period, the Agent shall, as soon as

~ practicable thereafter, give written or telex notice of such

iry

determination to the Company and the other Banks, and any
request by a Borrower for the making or refinancing of a
Certificate of Deposit Loan-pursuant to Section 2.03 or 2.11
shall, until the circumstances giving rise to such notice no
longer exist, be deemed to be a request for an Alternate
Base Loan. Each (Jetermination by the Agent hereunder shall
be conclusive absent manifest error.

SECTION 2.10. Prepayment of Loans. (a) Each
Borrower shall have the right at any time and from time to
time to prepay any Loan, in whole or in part, subject to the
requirements of Section 2.14 but otherwise without premium
or penalty, upon at least three Business Days' prior written

" or telex notice to the Agent; provided, however, that each

such partial prepayment shall be in an integral multiple of
$50,000,000.

(b) On the date of any termination or reduction
of the Commitment of any Bank pursuant to Section 2.08(a),
the Company shall pay or prepay so much of the Loans of such
Bank (up to the amount by which such Commitment is as
terminated or reduced) as shall be necessary in order that
the aggregate principal amount of the Loans of such Bank
outstanding will not exceed the Commitment of such Bank
following such termination or reduction. All prepayments
under this paragraph shall be subject to Section 2.14.

(¢} Each notice of prepayment shall specify the
prepayment date and the principal amount of each Loan (or
portion thereof) to be prepaid, shall be irrevocable and
shall commit the Borrower giving such notice to prepay such
Loan by the amount stated therein on the date stated
therein. All prepayments shall be accompanied by accrued
interest on the principal amount being prepaid to the date
of prepayment.
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 SECTION 2.11. Refinancing of Loans. Any Borrower
may refinance all or any part of any of its Loans with a

Loan of the same or a different type made pursuant to

Section 2.02 or Section 2.03, subject to the conditions and
limitations set forth herein and elsewhere in this
Agreement, including, without limitation, refinancings of
Competitive Loans with Standby'Loans and Standby Loans with
Competitive Loans. Any Loan or part thereof sc refinanced
shall be deemed to be repaid in accordance with Section * 95
with the proceeds of a new borrowing hereunder and the
proceeds of the new Loan, to the extent they do not exce~-
the principal amount of the Loan being refinanced, shall not
be paid by the Banks to the Agent or by the Agent to the
Borrower pursuant to Section 2.04(c); provided, however,
that (i) if the principal amount extended by a Bank 1in a
refinancing is greater than the principal amount extended by
such Bank in the borrowing being refinanced, then the Bank
shall pay such difference to the Agent for distribution to
the Banks described in {ii) below, (ii) if the principal
amount extended by a Bank in the borrowing being refinanced
is greater than the principal amount being extended by such

‘Bank in the refinancing, the Agent shall return the

difference to such Bank out of amounts received pursuant to
{i) above, (iii) to the extent any Bank fails to pay the
Agent amounts due from it pursuant to (i) above, any Loan or
portion thereof being refinanced shall not be deemed repaid
in accordance with Section 2.05 to the extent of such
failure and the appropriate Borrower shall pay such amount
to the Agent pursuant to Section 2.05, (iv) in the case of a
refinancing of less than all Loans of any Borrower, the
Loans refinanced shall be in an integral multiple of
$50,000,000, (v) the Interest Period with respect to any new
Loan made 'in respect Of a refinancing shall commence on the
date of refinancing. (vi) any portion of a Loan maturing or
required to be prepaid in less than 30 days may not be
refinanced with a Certificate of Deposit Loan and any
portion of a Loan maturing or required to be prepaid in less
than one month may not be refinanced with a Eurodollar Loan,
(vii) a Loan may be refinanced only on the last day of the
applicable Interest Period, (viii) no Loan {or portion
thereof) may be refinanced with a Certificate of Deposit
Loan or Eurodollar Loan if, after such refinancing, an
aggregate of more than ten separate Certificate of Deposit
Loans and Eurodollar Loans of any Bank would be outstanding
hereunder (determined as set forth in Section 2.04(b)) and
{ix) no Loan shall be refinanced if the new Loan by any Bank
would be greater than the amount by which its Commitment
exceeds the amount of its other Loans at the time outstand-
ing. The Agent shall communicate the information contained




in each 1rrevocable notice delivered by a Borrower pursuant
to this Section 2.11 to the appropriate Banks promptly after
its receipt of the same. _

The Interest Period applicable to any Certificate
of De9051t Loan or Eurodollar Loan resulting from a refi-
nancing shall be specified by the applicable Borrower in the
irrevocable notice of refinancing delivered pursuant to this
Section; provided, however, that if no such Interest Period
‘shall be specified, such Borrower shall be deemed to have
selected an Interest Period in the case of a Certificate of
Deposit Loan of 30 days' duration, and in the case of a
Eurodollar Loan of one month's duration.

For purposes of this Section 2.11, notice received
by the Agent from the applicable Borrower after 10:00 a.m.
New York time, in the case of a request for a Eurodollar
Loan or a Certificate of Deposit Loan, or 2:00 p.m. New York
time, in the case of a request for an Alternate Base Loan,
on a Business Day shall be deemed to be received on the
immediately succeeding Business Day.

' SECTION 2.12. Cha;ge in Circumstances. (a) “Not-
withstanding any other provxslon herein, if after the date
of this Agreement any change in applicable law or regulation
or in the interpretation or administration thereof by any
governmental authority charged with the interpretation or !
administration thereof (whether or not having the force of
law) shall change the basis of taxation of payments to any
Bank of the principal of or interest on any Certificate of
Deposit Loan or Eurodollar Loan made by such Bank or any
other fees or amounts payable hereunder (other than taxes
imposed on the overall net income of such Bank by the
jurisdiction in which such Bank has its principal office or
by any polltlcal subdivision or taxing authority therein),
or shall impose, modify or deem applicable any reserve,
special deposit or similar reguirement against assets of,
deposits with or for the account of, or credit extended by,
such Bank (except any such reserve requirement which is
reflected in the Adjusted LIBO Rate or the Adjusted CD Rate)
or shall impose on such Bank or the London Interbank Market
any other condition affecting this Agreement or the Certifi-
cate of Deposit Loans or Eurcdollar Loans made by such Bank
and the result of any of the foregoing shall be to increase
the cost to such Bank of making or maintaining any Certifi-
cate of Deposit Loan or Eurodollar Loan or to reduce the
amount of any sum received or receivable by such Bank
hereunder (whether of principal, interest or otherwise) in
respect thereof, by an amount deemed by such Bank to be
material, then such'additional amount or amounts as will




compensate such Bank for such additional costs or reduction
will be paid to such Bank upon demand (i) if such additional
costs or reduction shall relate to a particular Loan, by the
Borrower to which such Loan was made and {(ii) otherwise, by
the Company.

(b) If, after the date of this Agreement, any
Bank shall have determined that the adoption of any applica-
ble law, rule, regulation or guideline regarding capital
adequacy or capital maintenance, or any change therein, or
any change in the interpretation or administration thereof
by any governmental authority, central bank or comparable
agency charged with the interpretation or administration
therecof, or compliance by any Bank (or any lending office of
such Bank) with any request or directive regarding capital
adequacy or capital maintenance (whether or not having the
force of law) of any such authority, central bank or
comparable agency, has or would have the effect of reducing
the rate of return on such Bank's capital as a consequence
of its obligations hereunder to a level below that which
such Bank could have achieved but for such adoption, change
or compliance (taking into consideration such Bank's poli-
cies with respect to capital adequacy or capital
maintenance, as the case may be) by an amount deemed by such
Bank to be material, then from time to time such additional
amount or amounts as will compensate such Bank for such
reduction will be paid tc such Bank (i) if such additional
costs or reduction shall relate to a particular Loan, by the
Borrower to which such Loan was made and (ii) otherwise, by
the Company.

(c) A certificate of each Bank setting forth such
amount or amounts as shall be necessary to compensate such
Bank as specified in paragraph (a) or (b) above, as the case
may be, shall be delivered to the applicable Borrower or to
the Company and shall be conclusive absent manifest error.
The applicable Borrower or the Company, as the case may be,
shall pay each Bank the amount shown as due on any such
certificate within 10 days after its receipt of the same.

(d) Each Bank shall endeavor in good faith to
notify the Company (x) of any official notice it shall have
received from the Board or any governmental or other
authority described in paragraph (a) or (b) above informing
such Bank of the effectiveness of any reserve requirement,
change, adoption or compliance described in paragraph (a) or
(b} above (a "Change"), as soon as is practicable after it
shall have received such notice and shall have determined in
its reasonable judgment that such Change might result in its
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requesting . from the Company or the applicable Borrower, as
the case may be, compensation under this Section 2,12, and
(y) of increasedigosts or reductions for which it has
determined that compensation is due to it under this
Section 2.12 as soon as practicable after it has determined
that it will request such compensation. If such increased

costs or reduction relate (or are reasonably expected to

relats}-‘to an outstanding Loan, then such notice should
specify the last day of the Interest Period of such Loan.

If such increased ¢osts or reduction will not relate (or are
not reasonably expected to relate) to any outstanding Loan,
or, due to retroactive application of such Change, will
relate (or are reasonably expected to relate) to a Loan or

Loans with Interest Periods ended prior to the effective

date of such Change, then such notice should specify the
later of the date of public announcement and effective date
of such Change. Failure on the part of any Bank to demand
compensation for any increased costs or reduction in amounts
received or receivable with respect to any Interest Period
shall not constitute a waiver of such Bank's rights to
demand compensation for any increased costs or reduction in
amounts received or receivable in such Interest Period or in
any other Interest Period; provided, however, that no Bank
shall be entitled to compensation for any increased costs or
reduction unless it shall have submitted a certificate under
paragraph (c) above with respect thereto (i) if such
increased costs or reduction relate to an outstanding Loan,
not more than 60 days after the end of the Interest Pericd
of such Loan during which such increased costs shall have
been incurred or such reduction suffered or (ii) if such
increased. costs or reduction do not relate to any
outstandisg Loan, or if due to retroactive application of
any Change such increased costs or reduction correspond to
Loans with Interest Periods ended prior to the effective
date of such Change, not more than 60 days from the later of
(x) the date of public announcement and (y) the effective

"date of such Change; provided further that no Bank shall be

entitled to compensation under paragraph (b) above for any
increased costs incurred or reduction suffered prior to

June 30, 1987. The protection of this Section 2.12 shall be
available to each Bank regardless of any possible contention
of the invalidity or inapplicability of any law, regulation
or other condition which shall give rise to any demand by
such Bank for compensation.

(e} In the event any Bank shall have notified the
Company of increased costs or reduction pursuant to
clause (x) or (y) of paragraph {(d) above and the Company
shall not have received similar notice from the Required
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Banks (incliding such Bank), if such incurred costs or
reduction relate to an outstanding Loan, within 63 days
after the end of the Interest Period of such Loan during
which such increased costs ghall have been increased or such
reduction suffered, or, if such increased costs or reduction
do not relate to any outstanding Loan, or if due to
retroactive application of any Change, such increased costs
or reduction correspond to Loans with Interest Periods ended
prior to the effective date of such Change, within 63 days
from the later of (x) the date of public announcement znd
(y) the effective date of any such Change, the Company,
notwithstanding thé provisions of Section 2.08(a), shall
have the right to cancel the Commitment of such Bank
hereunder in full by {i) giving 7 days' prior written notice
of such election to the relevant Bank and the Agent,
specifying an effective date for such cancelation and

(ii) on such effective date for such cancelation repaying,
or causing each’ applicable Borrower to repay, as the case
may be, in full all Loans made to it, together with all
accrued interest, Commitment Fees and all other amounts
(including without limitation all amounts payable under this
Section or under Section 2.14) owing hereunder to any such '
Bank as at such effective date; provided, however, that no
such cancelation shall be effective if, at or prior to the
effective date for such cancelation, there shall .exist any
Event of Default or event or condition which, upon notice or
lapse of time or both, would constitute an Event of Default.
Upon any such cancelation, the Company may replace such Bank
or allocate its canczied Commitment pursuant to and subject
to the provisions of Section 2.08(c).

'SECTION 2.13. Change in Legality. (a) Not-
withstanding anything to the contrary herein contained, if
any change in any law or regulation or in the interpretaticn
thereof by any governmental autherity charged with the
administration or interpretation thereof shall make it
unlawful for any Bank to make or maintain any Eurodollar
Loan or to give effect to its obligations as contemplated
‘hereby, then, by written notice to the Company and to the
Agent, such Bank may:

(i) declare that Eurodollar Loans will not there-
after be made by such Bank hereunder, whereupon the

Borrowers shall be prohibited from requesting Euro-
~dollar Loans from such Bank‘ hereunder unless such
declaration is subseqguently withdrawn; and
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(ii) require that all outstanding Eurodollar Loans
made by it be repaid or prepaid, as necessary, and
refinanced with Alternate Base Loans, in which event
(A) all such Eurodollar Loans shall be automatically
deemed@ to be repaid or prepaid, as necessary, with
Alternate Base Loans as of the effective date of such
notice as provided in paragraph (b) below {(not-
withstanding the provisions of Section 2.11), (B) all
payments and prepayments of principal which would
otherwise have been applied to repay the repaid or
prepaid (as the case may be) Eurodollar Loans shall
instead be applied to repay the Alternate Base Loans
resulting from the repayment or prepayment (as the case
may be) of such Eurodollar Loans and (C) the Alternate
Base Loans resulting from the.repayment or prepayment
(as the case may be) of such Eurodollar Loans shall be
prepayable only at the times the repaid or prepaid (as
the case may be) Eurodollar Loans would have been
prepayable, notwithstanding the provisions of '
"Section 2.10.

(b) FPor purposes of Section 2.13(a), a notice to
the Company by any Bank shall be effective, if lawful, on
the last day of the then current Interest Period or, if
there are then two or more currént Interest Periods, on the
last day of each such Interest Period, respectively; other-
wise, such notice shall be effective on the date of receipt
by the Company. o ;

SECTION 2.14. Indemnity. Each Borrower shall
indemnify each Bank against any loss or expense which such
Bank may Sustain or incur as a consequence of any failure by
such Borrower to fulfill on the date of any borrowing
hereunder the applicable conditions set forth in Article IV,
any failure by such Borrower to borrow hereunder or to
refinance any Loan hereunder after irrevocable notice of
borrowing pursuant to Section 2.02 or Section 2.03 or _
irrevocable notice of refinancing pursuant to Section 2.11
has been given, any payment or prepayment of a Certificate
of Deposit Loan, Eurodolliar Loan or Competitive Loan to such
Borrower required by any other provision of this Agreement
or otherwise made on a date other than the last day of the
applicable Interest Pefiod, any default in payment or
prepayment of the principal amount of any Loan Lo such
Borrower or any part thereof or interest accrued thereon, as
and when due and payable (at the due date thereof, by N
irrevocable notice of prepayment or otherwise), or the
occurrence of any Event of Default, including, but not
limited to, any loss or réeasonable expense sustained or
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incurred or to be sustained or incurred in liquidating or
employlng deposits from third parties acquired to effect or
maintain such Loan or any part thereof as a Certificate of
Deposit Loan or Eurcdollar Lean. Such loss or reasonable
expense shall include, without limitation, an amount egual
to the excess, if any, as reasonably determined by each Bank
of (i) its cost of obtaining the funds for the Loan being
pald, prepaid or not borrowed or refinanced (based on the
Adjusted CD Rate or the Adjusted LIBO Rate applicable
thereto) for the period from the date of such payment,
prepayment or failure to borrow or refinance to the last day
of the Interest Pericd for such Loan (or, in the case of a
failure to borrow or refinance, the Interest Period for such
Loan which would have commenced@ on the date of such failure

‘to borrow or refinance) over (ii) the amount of interest (as

reasonably determined by such Bank) that would be realized
by such Bank in reemploying the funds so paid, prepaid or
not borrowed or refinanced by making a Loan of the same type
in such principal amount and with a maturity comparable to
such period.

SECTION 2.15. Pro Rata Treatment. Except as
permitted under Sectior.2.12(e), (1) each payment Or prepay-
ment of principal, each payment of interest and each other
reduction of the principal or interest outstanding under the
Notes with respect to a Compet;t;ve Borrowing or a Standby
Borrowing shall be made pro rata among the Banks in accor-
dance with the respective total amecunt of principal and
interest outstanding for the Loans extended by each Bank, if
any, with respect to such Competitive Borrowing or Standby
Borrowing; provided, however, that in the event the Agent
'shall have declared the outstanding Notes due and payable
pursuant to Article VII herein, then all such payments,
prepayments and reductions of the principal or interest
outstanding under the Notes (irrespective of whether such
payment, prepayment or reduction relates to a Standby
Borrowing or Competitive Borrowing) shall be made pro rata
among the Banks in accordance with the respective total
amount of principal and interest outstanding for all Loans
extended by each Bank, (ii) refinancings of Standby Loans
with Standby Loans of any type shall be made pro rata among
the Banks in accordance with their respective unutilized
Commitments, (iii) refinancings of Ccmpetitive Loans with
Standby Loans and Standby Loans which are not refinancings

. .of other Loans shall be made pro rata among the Banks in
" accordance with their respective unutilized Commitments,

{iv) each reduction of the Commitments shall be made pro
rata among the Banks in accordance with their respective
Commitments and {v) each payment of the Commitment Fees
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. shall be made pro rata among the Banks in accordance with

their respective unutilized Commitments.

SECTION 2.16. Sharing of Setoffs. (a) Each Bank
agrees that in the event the Agent shall have declared the
outstanding Notes due and payable pursuant to Article VI
herein, and any Bank shall thereafter in any way obtain
payment (voluntary or involuntary) in respect of any Note of
any Borrower held by it, including, but not limited to,
through the exercise of a right of banker's lien, setoff or
counterclaim against any Borrower or against the Company. as
guarantor of the obligations of the Borrowing Subsidiaries
under Article IX, including, but not limited to, a secured
claim under Section 506 of Title 11 of the United States

Code or other security or interest ariising from, or in lieu

of, such secured claim,; received by such Bank under any
applicable bankruptcy, insolvency or other similar law or
otherwise, as a result of which the ratio of (w) the aggre-
gate unpaid principal amount of the Note or Notes of such
Borrower and participations in Notes of such Borrower held
by it subseguent to its having obtained such payment to

{x) the aggregate unpaid principal amocunt of all Notes of
such Borrower outstanding subsequent to its having obtained
such payment shall be less than the ratio of (y) the aggre-
gate unpaid principal amount of the Note or Notes.of such
Borrower and participations in Notes of such Borrower held
by it prior to its having obtained such payment to (z) the
aggregate unpaid principal amount of all Notes of such
Borrower outstandlng prior to its having cbtained such
payment, then it shall be deemed to have simultaneously
purchased from each other Bank a participation in the Note
or Notes of such Borrower held by each other Bank, so that
the ratio of (w) above to (x) above is equal to the ratio of
(y) above to (z) above.

(b) Each Bank further agrees that in the event it
shall in any way, (including, but not limited to, any way
described in the preceding sentence) cobtain payment at any
time other than subsequent to a declaration by the Agent
that the outstanding Notes are due and payable pursuant to
Article VII, as a result of which the ratio of (w) the ‘
aggregate unpaid principal amount of Standby Loans made by

it with respect to a partlcular Standby Borrowing and
participations held by it in Standby Loans made with respect
to such Standby Borrowing, outstanding subsequent to its
having obtained such payment to (x) the aggregate unpaid
principal amount of all Standby Loans made with respect to
such Standby Borrowing, outstanding subsequent to its having
obtained such payment shall be less than the ratio of
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(y) the aggregate unpaid principal amount of Standby Loans
made by it with respect to such Standby Borrowing and
participations held by it in Standby Loans made with respect
to such Borrowing, outstanding prior to its having obtained
such payment to (2) the aggregate unpaid principal amount of
all Standby Loans made with respect to such Standby Borrow-:
ing, outstanding prior to its having obtained such payment,
then it shall be deemed to have s:multaneously purchased
from each other Bank a participation in the Standby Note
“held by each other Bank, so that the ratioc of (w) above to
{x) above is equal to the ratio of (y) above to (z) above.

{c) Notwithstanding anything in this Section 2.16
to the contrary, if any such purchase or purchases or
adjustments shall be made pursuant to this Section 2.16 and
the payment giving rise thereto shall thereafter be recov-
ered, such purchase or purchases or adjustments shall be
rescinded to the extent of such recovery and the purchase
price or prices or adjustment restored without interest.
Each Borrower, and the Company, as guarantor of the obliga-
tions of the Borrowing Subsidiaries under Article IX, .
expressly consents to-the foregoing arrangements and agrees
that any Bank holding a participation in a Note of any
Borrower deemed tc have been so purchased may exercise any
and all rights of banker's lien, setoff or counterclaim with
respect to any and all moneys owing by such Borrower, or by
the Company, as guarantor of the obligations of such
Borrower, to such Bank as fully as if such Bank had made a
Loan directly to such Borrower in the amount of such
participation.

(d) Participations deemed to be purchased from
each other Bank under paragraph (a) of this Section 2.16
shall be deemed to be purchased in the following order until
the requirements of paragraph (a) above shall have been
satisfied: first, participations shall be purchased in
Standby Notes, if any, held by such other Bank; then,
participations shall be purchased in the Competitive Notes
of such other Bank.
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III. REPRESENTATIONS AND WARRANTIES

The Company represents and warrants to each of the
Banks that: £

SECTION 3.01. Organization, Corporate Powers.
The Company and each of the Subsidiaries 1s duly organized,
validly existing and ‘in good standlng under the laws of the
‘jurisdiction of its organization, has the requisite power
and authority to own its property and assets and to carry on

its :business as now conducted and is qualified to do
business in every jurisdiction where such qualification is

_required, except where the failure so to qualify would not
"have a material adverse effect on the condition, financial

or otherwise, of the Company or of the Company and the
‘Subsidiaries taken as a whole. The Company has the corpo-
‘rate power to execute, deliver and perform its obligations
under this Agreement, to borrow hereunder and to execute and
deliver the Notes to be delivered by it. Each Borrowing
Subsidiary, at the time it becomes a Borrowing Subsidiary
and at all times thereafter, will have the corporate power
to execute and deliver the Borrowing Subsidiary Agreement
delivered by it and to perform its obligations thereunder
and under this Agreement, to borfow hereunder and to execute
‘and deliver the Notes to be delivered by it. Each Borrowing
Subsidiary will be xncorporated under the laws of a state of
the United States or the District of Columbia.

SECTION 3.02. Authorization. The execution,
delivery and performance of this Agreement and each Horrow-
ing Subsidiary Agreement, the borrowings hereunder, the
execution aiid delivery of the Notes and the consummation of
the Merger 'a) have been (or, in the case of any Borrowing
Subsidiary Agreement and the Notes delivered by any Borrow-
ing Subsidiary, will at the time they are delivered have
been) duly authorized by all requisite corporate and, if
reguired, stockholder action on the part of the Company or
the appl;cable Borrowing Subsidiary, as the .case may be, and
{({b) will not (i) violate (A) any provision of law, statute,
rule or regulation or the certificate or articles of incor-

poration or other constitutive documents or the By-laws or

regulations of the Company or any Subsidiary, (B) any order
of any court, or any rule, regulation or order of any other
agency of government binding upon the Company or any Subsid-
jiary or (C) any provisions of any indenture, agreement or
other instrument to which the Company or any Subsidiary is a
party, or b§{.which the Company or any Subsidiary or any of

. their respectxve properties or assets are or may be bound,

(ii) be in conflict with, result in a breach of or
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constitute (alone or with notice or lapse of time or both) a

éefault under any indenture, agreement or other instrument
referred to in (b)(i)(C) above or (iii) result in the
creation or imposition of any lien, charge or encumbrance of

any nature whatsoever upon any property or assets of the

Company or any Subsidiary.

_ SECTION 3.03. Governmental Approval. No regis=
" tration with or consent or approval of, or other action by,

any Federal, state or other governmental agency, authority

‘or regulatory body is or will be reguired in connection with

the execution, delivery and performance of this Agreement or
any Borrowing Subsidiary Agreement by the Company or any

PBorrowing Subsidiary, the execution and delivery of the

Notes by the Company or any Borrowing Subsidiary or the

. borrowings hereunder by the Company or any Borrowing Subsid-

iary. o :

SECTION 3.04. Enforceability. This Agreement
constitutes a legal, valid and binding obligation of the
Company and will, upon the execution and delivery of a
Borrowing Subsidiary Agreement by any Borrowing Subsidiary,
constitute a legal, valid @nd binding obligation of such
Borrowing Subsidiary, and the Notes, when duly executed and
delivered by the Borrowers, will constitute legal, valid and
binding -obligations of the Borrowers, in each case enforce-
able in accordance with their respective terms {subject, as
to the enforcement of remedies, to applicable bankruptcy,
reorganization, insolvency, moratorium and similar laws
affecting creditors' rights generally).

_ SECTION 3.05. Financial Statements. The Company
has heretofore furnished to each of the Banks (i) consoli-
dated balance sheets and statements of income and changes in
financial position as of and for the fiscal years ended
pecember 28, 1986 and December 31, 1985, all audited and
certified by Arthur Young & Company, independent public
accountants, and (ii) consolidated balance sheets and
statements of income and changes in financial position for
the fiscal quarter ended March 28, 1987, certified by the
chief financial officer of the Company. Such balance sheets
and statements of income and changes in financial position

" present fairly the financial condition and results of

operations of the Company and the Subsidiaries as of the
dates and for the periods indicated (subject to year-end
audit adjustments in the case of the statements referred to
in clause (ii) of the preceeding sentence). Such balance

sheets and the notes thereto disclose all material




liabilities, direct or contingent, of the Company and the
Subsidiaries as of the dates thereof. The financial state-
ments referred to in this Section 3.05 have been prepared in
accordance with generally accepted accounting principles
applied on a consistent basis. There has been no material
‘adverse change in the businesses, assets, operations or
‘condition, financial or otherwise, of the Company or the
Company and the Subsidiaries taken as a whole since

March 28, 1987.

 SECTION 3.06. Litigation; Compliance with Laws;
- ete. (a) There are not any actions, suits Or proceedings

at law or in equity or by or before any governmental instru-
mentality or other agency or regulatory authority now
spending or, to the knowledge of the Company, threatened
‘against or affecting the Company or any Subsidiary or the
businesses, assets or rights of the Company or any Subsidi-
ary (i) which involve this Agreement, the Merger Agreement
or any of the transactions contemplated:hereby or thereby or
(ii) &8 to which there is a reasonable possibility of an
adverse determination and which, if adversely determined,
could, individually or in the aggregate, materially impair
the ability of the Company Or the Company and the Subsid-
iaries taken as a whole to conduct business substantially as

" now conducted, or materially and adversely affect the

businesses, assets, operations, prospects or condition,
financial or otherwise, of the Company or the Company and
the Subsidiaries taken as a whole, or impair the validity or
enforceability of or the ability of the Company or any
Borrowing Subsidiary to perform its obligations under this
Agreement, any Borrowing Subsidiary Agreement or any of the
Notes. '

(b) Neither the Company nor any Subsidiary is in
violation of any law, or in default with respect to any
judgment, writ, injunction, decree, rule or regulation of
any court or governmental agency or instrumentality, where
such violation or default could have a materially adverse
effect on the businesses, assets, operations or condition,
financial or otherwise, of the Company or the Company and
the Subsidiaries taken as a whole.

SECTION 3.07. Merger. (a) All consents and
approvals of, f£ilings and registrations with and other
‘actions in respect of all governmental agencies, authorities
or instrumentalities required in order to consummate the
Merger have been or, prior to the time when required, will
have been, obtained, given, filed or taken and are or will
at such time be in full force and effect. At the time of
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the first borrowing hereunder, the Merger will have been
duly consummated in a~cordance with all laws, rules and
regulations applicable thereto, and ABC will be owned by the
Company and the Subsidiaries, in each case as described in
Schedule 3.07 hereto. '

_ (b) The Joint Proxy Statement dated May 10, 1985,
_mailed-by.the_COmpany-and.ABC to their respective share-
holders pursuant to the Merger Agreement does not contain
. any untrue statement of a material fact or omit to state any
material fact necessary in order to make statements therein,
in the light of the circumstances under which they are made,

‘-not. misleading. :

SECTION 3.08. Federal Reserve Regulations.
(a) Neither the Company nor any Subsidiary i1s engaged
principally, or as one of its important activities, in the
, business of extending credit for the purpose of purchasing
or carrying Margin Stock.

. (b) No part of the proceeds of the Loans will be
used, whether directly or indirectly, and whether imme-
diately, incidentally or ultimately, (i) to purchase or
carry Margin Stock or to extend credit to others for the
purpose of purchasing or carrying Margin Stock (except, in
each case, common stock of ABC acquired through the consum-
mation of the Merger) or to refund indebtedness originally
incurred for such purpose, or (ii) for any purpose which
entails a violation of, or which is inconsistent with, the
provisions of the Regulations of the Board of Governors of
the Federal Reserve System of the United States, including,
without limitation, Regulations G, U or X thereof.

(c) On the date of, and after giving effect to,
any borrowing which results in an increase in the aggregate
principal amount of the Loans outstanding hereunder, not
more than 25% of the value (as determined by the Banks in
accordance with the provisions of Regulation U) of (i) the
assets of the Borrower making such borrowing or (ii) the
assets of the Company and the Subsidiaries taken as a whole
which in either case shall be subject to the negative pledge
of Section 6.01 or to any negative pledge contained in any
other agreement with a Bank evidencing Indebtedness will be
represented by Margin Stock. _

SECTION 3.09. Taxes. The Company and the Subsid-
jaries have filed or caused to be filed all Federal, state
and local tax returns which are required to be filed by
them, and have paid or caused to be paid all taxes shown to
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[ be due and payable on such returns or on any assessments

‘ received by any of them, other than any taxes or assessments
the validity of which the Company or any Subsidiary is
contesting in good faith by appropriate proceedings, and
with respect to which the Company or such Subsidiary shall,
to the extent required by generally accepted accounting
principles applied on a consistent basis, have set aside on
its books adeguate reserves.

_ 'SECTION 3.10. .Employee Benefit Plans. Each of
the Company and the Subsidiaries is in compiiance in all
material respects with those provisions of ERISA and the

A regulations and public interpretations thereunder which are
* appliczble to the Company and the Subsidiaries. As of the
date hereof, no Repcrtable Event has occurred with respect
T to any Plan as to which the Company was required to file a
Ry, L report with the Pension Benefit Guaranty Corporation, and o
. ' material unfunded vested liabilities exist under any Plan.

® v . 'SECTION 3.11. No Material Misstatements. No
: information, report, financial statemeht, exhibit or sched-
ule prepared or furnished by any Borrower to any Bank in
. connection with this Agreement or the Notes or included
.-stherein contained or contains any material misstatement of
fact or omitted or omits to state any material fact neces-
o sary to make the statements therein, in the light of the
) circumstances under which they were made, not misleading.

)

SECTION 3.12. Investment Company Act. Neither
the Company nor any Subsidiary is an "investment company"” as
: S defined in, or subject to regulation under, the Investment

® ' Company Act of 1940.

IV. CONDITIONS OF LENDING

The obligations of the Banks to make Loans hereun-
der shall be subject to the following conditions precedent:

SECTION 4.01. All Borrowings. On the date of
each borrowing hereunder, including each refinancing
pursuant to Section 2.1l:
(a) The Agent shall have received a notice of
® such borrowing as required by Section 2.02, 2.03 or
2.11. .
{b) The representations and warranties set forth
in Article III hereof (except, in the case of any
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refinancing pursuant to Section 2.11,ﬁhhere the
proceeds of a new borrowing do not exceed the principal
amount of the Loan being refinanced; the representa-
tions and warranties contained in the last sentence of
Section 3.05, in Section 3.06 and in Section 3.10)
shall be true and correct in all material respects with
the same effect as though made on and as of such date.

(¢) Each Borrower shall be in compliance with all
the terms and provisions contained herein on its part
to be observed or performed, and at the time of and
immediately after such borrowing no Event of Default or

event which with notice or lapse of time or both would
constitute an Event of Default shall have occurred and

‘be continuing.

(d) In the case of any borrowing the proceeds of
which are to be used to pay for shares of ABC common
stock in connection with the consummation of the
Merger, all governmental consents and approvals
required in order that the proceeds of such borrowing
may be so used shall have been obtained, there shall
not exist any order, injunction or other restraint
which prohibits or has the effect of prohibiting the
consummation of the Merger, the conditions to the
Merger set forth in Section 7.1 of the Merger Agreement
shall have teen satisfied (or, in the case of the
conditions set forth in clauses {c)(ii) and (c)(iii) of
such Section 7.1, waived) and the Merger shall have
been duly and validly consummated and the Company shall

~own, directly or indirectly, all the outstanding
capital stock of ABC, in each case as sgt forth in
Schedule 3.07 hereto. - _ '

~ (e) 1In the case of any borrowing which results in
an increase in the aggregate principal amount of the
Loans outstanding hereunder, the Borrower making such
borrowing shall have delivered for each Bank a state-
" ment on Federal Reserve Form U-1 in conformity with the
requirements of Requlation U.

(£) Each Bank shall have received a Competitive
Note or Standby Note, as applicable, duly executed by
the Company or a Borrowing Subsidiary, as applicable;,
payable to its order and otherwise complying with the
provisions of Section 2.05.

Each borrowing hereunder shall be deemed to be a representa-
tion and warranty by each Borrower on the date of such
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bdrrowipg as to the matters specified in paragraphs (b).
(¢), and, if applicable, (d) of this Section 4.01.

SECTION 4.02. First Borrowing by Each Borrowing

' Subsidiary. The obligations of the Banks to make Loaas to

each Borrowing Subsidiary hereunder on the first date on
which Loans are made to such Borrowing Subsidiary are
subject to the following additional conditions precedent:

(a) The Banks shall have received the favorable
written opinion of Hall, Dickler, Lawler, Kent &
Friedman or other counsel satisfactory to the Banks,
dated the date of such Loans, addressed to the Banks
and satisfactory to Cravath, Swaine & Moore, special
counsel for the Banks, to the effect set forth in
Exhibit G hereto. -

(b) All legal matters incident to this Agreement,
the Notes and ‘the borrowings hereunder shall be satis-
factory to Cravath, Swaine & Moore, special counsel for
the Banks.

(¢) The Banks shall have received (i) a certifi-
cate of the Secretary or an Assistant Secretary of such
Borrowing Subsidiary dated the date on which such Loans
are to be made and certifying (A) that attached thereto
are true and complete copies of the certificate of
incorporation and the by-laws of such Borrowing Subsi-
diary as in effect on the date of such certificate and
at all times since a date prior to the date of the
resolution of such Borrowing Subsidiary described in
item (B) below, (B) that attached thereto is a true and
complete copy of a resolution adopted by the Board of
Directors of such Borrowing Subsidiary authorizing the
execution, delivery and performance of the Borrowing
Subsidiary Agreement and the Notes delivered by such
Borrowing Subsidiary and the borrowings hereunder by
such Borrewing Subsidiary, and that such resolution has
not been modified, rescinded or amended and is in full
force and effect, and (C) as to the incumbency and
specimen signature of each officer of such Borrowing
Subsidiary executing the Borrowing Subsidiary Agreement
and the Notes delivered by such Borrowing Subsidiary or
any other document delivered in connection herewith or
therewith; (ii) a certificate of another officer of
such Borrowing Subsidiary as to the incumbency ang
signature of the Secretary or such Assistant Secretary
of such Borrowing Subsidiary; and (iii) such other



documents as any Bank or Cravath, Swaine & Moore,
- special ccunsel for the Banks, may reasonably request.

g {d) Each Bank shall have received a copy of the
Borrowing Subsidiary Agreement executed by such Borrow-
~ing Subsidiary.

(e) The Banks shall have received a certificate,
_dated such date and:signed by the chief financial
~ officer of the Company, confirming compliance with the
conditions precedent set forth in paragraphs {b) and
{c) of Section 4.01. .

v. FFIRMATIVE COVENANTS

The Company covenants and agrees with each Bank
‘that, so long as this Agreement shall remain in effect or
the principal of or interest on any Note, any Commitment Fee
or any other expense or amount payable hereunder shall. be
unpaid, unless the Required Banks shall otherwise consent in
‘writing, it will, and will cause each of the Subsidiaries
to:

SECTION 5.01. (Corporate Existence. Do or cause
to be done all things necessary to preserve, renew and keep
.in full force and effect its legal existence, except as <
otherwise permitted by Section 6.03, and except that any
Subsidiary may be merged or liquidated into the Company or
another Subsidiary; provided, in the case of a Borrowing
Subsidiary, that the corporation into which it is merged or
“liquidated first assumes all the cbligations of -such
Borrowing Subsidiary under this Agreement and the Notes
delivered by it by a written instrument satisfactory in form
and substance to the Agent.

SECTION 5.02. Businesses and Properties. At all
times do or cause to be done all things necessary to pre-
serve, renew and keep in full force and effect the rights,

.licenses, permits, franchises, patents, copyrights, trade-
marks and trade names material to the conduct of its busi-
nesses; maintain and operate such businesses in substan-
tially the manner in which they are presently conducted and
operated {subject to changes in the ordinary course of
business); comply in all material respects with all laws and
requlations applicable to the operation of such businesses
whether now in effect or hereafter enacted and with all
other applicable laws and regulations; take all action which
may be required to obtain, preserve, renew and extend all
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licenses, permits and other authorizations which may be

" material to the operation of such businesses; and at all

times maintain, preserve and protect all property material

"to the conduct of such businesses and keep such property in

good repair, working order and condition and from time to
time make, or cause to be made, all needful and proper
repairs, renewals, additions, improvements and replacements
thereto.

~ SECTION 5.03. Insurance. (a) Keep its insurable
svoperties adequately insured at all times by’ financially
sound and reputable insurers, {(b) maintain such other
. A . .- N . 3 . .
insurance, ‘o such extent and against such risks, including
fire and other risks insured against by extended coverage,
as is customary with companies similarly situated and 'in the
same or similar businesses, (c) maintain in full force and
effect public liability insurance against claims for per-
sonal injury or death or property damage occurring upen; in,
about or in connection with the use of any properties owned,

occupied or controlled by the Company oi any Subsidiary, in

such amount as the Company or such Subsidiary shall reason-
ably deem necessary, and (d) maintain such other insurance

‘as may be required by law.

SECTION 5.04. Obligations and Taxes. Pay all
indebtedness and obligations promptly when due in accordance
with their terms, and pay and discharge promptly when due
all taxes, assessments and governmental charges or levies
imposed upon it or upon its income or profits or in respect
of its property before tne same shall become delinquent or
in default. as well as all lawful claims for labor, mate-
rials and supplies or otherwise, which, if unpaid, might
give rise to liens or charges upon such properties or any
part thereof; provided, however, that neither the Company
nor any Subsidiary shall be required to pay and discharge or
to cause to be paid and discharged any such tax, assessment,

- charge, levy or claim so long as the validity or amount

thereof shall be contested in good faith by appropriate
proceedings and the Company or such Snubsidiary shall, to the
extent required by generally accepted accounting principles
applied on a consistent basis, have set aside on its books
adequate reserves with respect thereto.

SECTION 5.05. Financial Statements; Reports. 1In
the case of the Company, furnish to each Bank:

(a) within 120 days after the end of each fiscal
year of the Company, a consolidated balance sheet of
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the Company and related statements of income and
changes in financial position showing the financial
condition of the Company and the Subsidiaries as of the
close-of such fiscal year and their results of their
operations during such year, all audited by Arthur
Young & Company or other independent certified public
accountants of recognized national standing and accom-
panied by an opinion of such accountants {which shall
not be qualified in any material respect) to the effect
that such financial statements fairly present the
financial condition and results of operations of the

v

‘Company and the Subsidiaries in accordance with gene-

rally accepted accounting principles consistently

- applied;

" (b) within 60 days after the end of each of the

first three quarters in each fiscal year of the Com-

pany, a consolidated balance sheet and related state-
ments of income .and changes in financial position
showing the financial condition of the Company and the
Subsidiaries as of the close of such quarter and their
results of operations for such quarter and the then,
elapsed portion of the fiscal year, all certified by
the chief financial officer or the chief accounting
officer of the Company as fairly presenting the finan-
cial condition and results of operations of the Company
and the Subsidiaries in accordance with generally
accepted accounting principles applied consistently
with those used in preparing the statements delivered
pursuant to (a) above;

_ (c) concurrently with any delivery under (a) or
(b) above, a certificate of the chief financial officer
or the chief accounting officer of the Company certify-
ing (i) that no Event of Default, or event or condition
which with notice or lapse of time or both would
constitute an Event of Default, has occurred or, if
such an Event of Default or event or condition has
occurred, specifying the nature and extent thereof and
(ii) setting forth computations evidencing compliance
with the provisions of Section 6.04 and demonstrating
that the sum of (i) the obligations secured by liens
permitted under Section 6.01(k) and {(ii) the Attribut-
able Debt in respect of Sale and Leaseback Transactions
entered into by the Company and the Subsidiaries does
not exceed 10% of Consolidated Net Worth;

_ (d) promptly upon their becoming available, copies
of all regular and periodic reports, proxy statements
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and other materials filed by the Company or any Subsi-

diary with the"Securities and Exchange Commission, or
any governmental authority succeeding to any of or .all
the functions of said Commission, or with any national
securities exchange, or distributed to the shareholders

.of the Company; and

" (¢) promptly, from time to txme. such other infor-

~acionr regarding the Merger or the Gperations, business

affairs and financial condition of the Company and the
Subsidiaries as the ‘Agent may reasonably reguest.

" SECTION 5.06. Litigation and Other Notices. Give
Bank prompt written notice of the following: _

(a) the issuance by any court or governmental
agency or authority of any injunction, order or other
restraint prohibiting, or having the effect of prohib-
iting, the making of the Loans or the consummation of

the Merger, or the initiation of any litigation seeking
any such injunction, order or other restraint;

{(b) the filing or commencement of any action, suit
or proceeding, whether at law or in equity or by or
before any court or any Federal, state, municipal or
other governmental agency or authority as to which
there is a reasonable possibility of an adverse deter-
mination and which, if adversely determined, could
materially impair the right of the Company and the -
Subsidiaries taken as a whole to carry on business
substantially as then conducted or materially and
adversely affect the business, assets, operations,
prospects or condition (financial or otherwise) of tne
Company and the Subsidiaries taken as a whole;

(¢) any Event of Default or event or condition
which, upon notice or lapse of time or both, would
constitute an Event of Default, spec1fy1ng the nature
and extent thereof and the action (if any)} which is
proposed to be taken with respect thereto; and

(d) any development in the business or affairs of
the Company or any Subsidiary which has resulted in or
which is likely, in the reasonable judgment of the
Company, to result in a material adverse change in the
business, assets, operations or condition (financial or
otherwise) of the Company and the Subsidiaries taken as
a whole.




: SECTION 5.07. ERISA. {a) Comply in all material
respects with the applicable provisions of ERISA. and
- (b) furnish to each Bank, (i) as soon as possible, and in
~ any event within 30 days after any Responsible Officer of

the Company knows or has reason to know that there has
occurred any Reportable Event with respect to any Plan that,

" alone or together with any other Reportable Event with

respect to the same or another Plan, has a reasonable
possibilic; of resulting in liability of the Company or any
Subsidiary to the Pension Benefit Guaranty Corporation in an
aggregate amount exceeding $5,000,000, a gtatement cf the
chief Ffinancial officer or the chief accounting officer of

. the Company setting forth details as to such Reportable
Event and the action which the Company proposes to take with
respect thereto, together with a copy of the notice of such
Reportable Event given to the Pension Benefit Guaranty
Corporation if any notice is required to be given to said
Corporation, and (ikx) promptly after receipt thereof, a copy
of ary notice the Company or any Subsidiary may receive from
the Pension Benefit Guaranty Corporation relating to the
intention of said Corporation to terminate any Plan or
‘Pplans, or to appoint a trustee to administer any Plan or
Plans.

SECTION 5.08. Maintaining Records; Access to
£ records in

Properties and Inspections. Maintain financial
accordance with generally accepted accounting principles

and, upon reasonable notice, at all reasonable times, permit
any authorized representative designated by the Agent to
visit and inspect the properties of the Company and of any
Subsidiary and permit any authorized representative desig-
nated by any Bank to discuss the affairs, finances and
condition of the Company and the Subsidiaries with the
Company's chief financial officer and chief accounting
officer and such other officers as the Company shall deem
appropriate.

V1. NEGATIVE COVENANTS

The Company covenants and agrees with each Bank
that, so long as this Agreement shall remain in effect or
the principal of or interest on any Ncte, any Commitment Fee
or any other expense or amount payable hereunder shall be
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unpaid, unless the Regquired Banks shall otherwise consent in
writing, it will not, and it will not cause or permit any
Subsidiary to, either directly or indirectly:

_ SECTION 6.01. Liens. Incur, create, assume or
permit to exist any mortgage, pledge, gsecurity interest,
lien, charge or other encumbrance of any nature whatsoever,
including conditional sale or other title retention agree-
ments (coll.uiively, "liens”) on any of its property or
assets, whether owned at the date hereof or hereafter
acquired, or assign or convey any rights to or security
interests in any future revenues, except:

2 (a) liens incurred and pledges and deposits made
in° the ordinary course of business in connection with
workmen's compensation, unemployment insurance, old-age

pensions and other social security benefits;

~ (b)) liens securing the performance of bids,
tenders, leases, contracts (other than for the repay-
ment of borrowed money), statutory obligations, surety,
~ customs and appeal bonds and other obligations ‘of like
nature, incurred as an incident to and in the ordinary
¢course of business;
" . o
(¢) liens imposed by law, such as carilers',
warehousemen's, mechanics', materialmen's and vendors’
liens, incurred in good faith in the ordinary course of
business and securing obligations which are not yet due
or which are being contested in good faith by appro-
priate proceedings;

_ (d) liens securing the payment of taxes, assess-
ments and governmental charges or levies, either
i) not delinguent or (ii) being contested in good
Faith by appropriate legal or administrative proceed-
ings and as to which the Company or a Subsidiary, as
the case may be, shall have set aside on its books
adequate reserves;

(e) zoning restrictions, easements, licenses,
reservations, provisions, covenants, conditions,
waivers, restrictions on the use of property or minor
irregularities of title (and with respect to leasehold
interests, mortgages, obligations, liens and other
encumbrances incurred, created, assumed or permitted to -

. exist and arising by, through or under or asserted by a

1andlord or owner of the leased property, with or
without consent of the lessee), none of which




materially impairs the use of any parcel of property
material to the operation of the business of the
Company or any Subsidiary or the value of such property
- for the purpose of such business;

. (f) liens upon any property acquired, constructed
or improved by the Company or any Subsidiary which are
‘¢éreated or incurred contemporaneously with or within
90 days afs- such acquisition, construction or
improvemen: 1.0 secure or provide for the payment of any
part of th: purchase price of such property or the cost
of such construction or improvement (but no other
amounts); provided that any such mortgage, lien or
 security interest shall not apply to any other property
of the Company or any Subsidiary;

(g) liens on property existing at the time such
property is acquired by the Company or a Subsidiary,
and liens on property of a Subsidiary existing at the
time it becomes a Subsidiary; provided, in each case,>
that such liens were not created in contemplation”of
‘the acquisition by the Company or such Subsidiary of
such property or the acquisition by the Company of such
Subsidiary;. o ' ‘ '

_ (h) liens on the_property or assets of any Subsid-
iary in favor of the Company or another Subsidiary;

(i) liens existing on the date of this Agreement
and disclosed in the financial statements referred to
in Section 3.05 or ‘the notes thereto;

(j) extensions, renewals and replacements of liens
referred to in paragraphs (a) through (i) of this
Section 6.01; provided that any such extension, renewal
or replacement lien shall be limited to the property or
assets covered by the lien extended, renewed or
replaced and that the obligations secured by any such
extension, renewal or replacement lien shall be in an
amount not greater than the amount of the obligations
secured by the lien extended, renewed or replaced; and

(k) other liens securing obligations the aggregate
amount of which, together with the amount of all
Attributable Debt of the Company and the Subsidiaries
in respect of Sale and Leaseback Transactions, does not
at any time exceed 10% of Consolidated Net Worth.
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o SECTION 6.02. Sale and Leaseback Transactions.

 'Enter into any arrangement, directly or indirectly, with any
- person whereby the Company or any Subsidiary shall sell or

transfer any property, real or personal, and used or useful
in its business, whether now owned or hereafter acquired,

‘_ and thereafter rent or lease such property or other property
which the Company or such Subsidiary intends to use for

substantially the same purpose Or purposes as the property
being sold or trz.sferred (any such arrangement being called

a "Sale and Leasecack Transaction"), without the prior

written consent o the Required Banks'; provided that the
Company and the Subsidiaries may enter into Sale and Lease-
back Transactions the Attributable Debt with respect to
which does not in the aggregate at any time exceed 10% of
Consolidated Net Worth. s '

SECTION 603, Consolidations, Mergers and Sales
of Assets. Merge with or into or consolidate with any other
person or sell, lease, transfer or assign to any person or
otherwise dispose of (whether in one transaction or a series

" of transactions) all or substantially all its assets {whe~

ther now owned or hereafter acquired), except that so long
as immediately thereafter and after giving effect thereto no
Event of Default, and no event or condition which with the
giving of notice or lapse of time or both would constitute
an Event of Default, has occurred and is continuing (a) the
Company and the Subsidiaries may dispose of any properties
and assets required to be disposed of under the Memorandum
Opinion and Order dated November 25, 1985, of the Federal
Communications Commission approving the acquisition by the
Company'of control of ABC and (b) any Subsidiary may merge
into, or sell, lease, transfer or assign all or substan-

‘tially all-its assets to, the Company or a direct or

indirect wholly owned Subsidiary, and may merge with or into
or consolidate with any other person if the surviving
corporation in such merger or consolidation shall be a
direct or indirect wholly owned Subsidiary; provided,

-however, that no Borrowing Subsidiary may merge intc or

consollidate with, or sell, lease, transfer or assign all or
substantially all its assets, other than pursuant to
clause {a) above, to, any person unless such person, or, in
the event of a merger or consolidation;, the surviving
entity, shall assume all the obligations of such Borrowing
Subsidiary under this Agreement and the Notes delivered by
it by an instrument in writing satisfactory to the Agent.

SECTION 6.04. Consolidated Net Worth. Permit

Consolidated Net Worth to be less at any time than (a) dur-
ing the fiscal year ending December 31, 1986, $1,400,000,000




"

‘and (b) during each subsequent fiscal year, an amount equal

to (i) the Consclidated Net Worth required to be maintained

. under this Section during the immediately preceding fiscal
" year plus (ii) 33% of Consolidated Net Income, if positive,

for‘such.immediately-preceding-fisca! year.

, -SECTION 6.05. Fiscal Year. Change its fiscal
year to end on any date other than the Sunday closest to

. December 31.

'VII. EVENTS OF DEFAULT

In case of the happening of any of the following

events (herein called Events of Default):

~ (a) any representation or warranty made or deemed
made in or in connection with this Agreement or the
Notes or the borrowings hereunder or in any report,
certificate, financial statement or other instrument
furnished in connection with this Agreement or the
_execution and delivery of the Notes or the borrowings
hereunder shall prove to have been false or misleading
in any material respect when made; :

(b) default shall be made in the payment of any
principal of any Note when and as the same shall become
due and_.payable, whether at the due date thereof or at
a date fixed for prepayment thereof or by acceleration
thereof or otherwise; : :

\ (¢) default shall be made in the payment of any
interest on any Note or any Commitment Fee or any other
amount (other than an amount referréd to in (b) above)
due under this Agreement, when and as the same shall
become due and payable, and such default shall continue
for a period of 10 days:

(d) default shall be made in the due observance or
performance of any other covenant, condition or agree-
ment to be observed or performed on the part of the
Company or any Borrowing Subsidiary pursuant to the
terms of this Agreement and, in the case of any cove-
nant, condition or agreement contained in Article V
(other than Section 5.0l or 5.06), such default shall
continue for a period of 10 days after written or
telegraphic notice thereof from any Bank to the Com-

pany;




‘(e) the Company or any Subsidiary shall (1) volun-—
tarily commence any proceeding or file any petition v
seeking relief under Title 11 of the United States Code
or any other Federal or state bankruptcy, insolvency,

‘'liguidation or similar law, (ii) consent to the insti-

tution of, or fail to contravene in a timely and appro-
priate manner, any such proceeding or the filing of any
such petition, (iii) apply for or,consent to the
appointment of a rz2cciver, trustee, custodian, seques-

-trator or similar »fficial for the Company or such

Subsidiary or for a substantial part of its property or
assets, (iv) file an answer admitting the material
allegations of a petition filed against it in any such
proceeding, (v) make a general assignment for the

-benefit of creditors, (vi) become unable, admit in

writing its inability or fail generally to pay its
debts as they become due or (vii) take corporate action

. for the.purposg of effecting any of the foregoing;

(£) an'involuntary proceeding shall be.commenced
or an involuntary petition shall be filed in a court of

- competent jurisdiction seeking (i) relief in respect of

the Company or any Subsidiary, or of a substantial part
of the property or assets of the Company or any Subsid-
iary, under Title 11 of the United States Code or any
other Federal or state bankruptcy, insclvency, receiv-
ership or similar law, (ii) the appointment of a
receiver, trustee, custodiaii: sequestrator or similar
official for the Company or any Subsidiary or for a
substantial part of the property of the Company or any
‘Subgidiary or (iii) the winding-up or liquidaticn of
the Company or any Subsidiary; and such proceeding or
petition shall continue undismissed for 60 days or an
order or decree approving or ordering any of the
foregoing shall continue unstaved and in effect for

30 days;

(g) default shall be made with respect to any
Indebtedness of the Company or any Subsidiary if the
effect of any such default shall be to accelerate, or
to permit the holder or obligee of any Indebtedness (or
any trustee on behalf of such holder or obligee) to
accelerate (with or without notice or lapse of time or
both), the maturity of Indebtedness in an aggregate
amount in excess of §5,000,000; or any payment of
principal or interest, regardless of amount, on any
Indebtedness of the Company or a Subsidiary in an
aggregate principal amount in excess of $5,000,000,

shall not be paid when due, whether at maturity, by




"acceleratlon or otherwise (after giving effect to any
period of grace specified in the instrument ev:denc1ng
or governing such Indebtedness);

(h) ‘a Reportable Event or Reportable Events ahall
have occurred with respect to any Plan or Plans that
reasonably could be expected to result in liability of
the Company or any Subsidiary to the Pension Benefit
Guaranty Corporation i:: an aggregate amount in excess
of $5,000,000 and wit~i~ 30 days after the reporting of
such Reportable Event o Reportable Events to the Banks
the Agent shall have notified the Company in writing
that (i) it has determined that on the basis of such
Reportable Event or Reportable EZvents there are reason-
-able grounds -for termination of the Plan by the Pension
Benefit Guaranty Corporation or for the appointment by
the appropriate United States District Court of a
trustee to administer such Plan and (ii) as a result of
such determination, an Event of Default exists here-
under; or the Pension Benefit Guaranty Corporation.
shall have instituted proceedings to terminate any Plan
or Plans, or a trustee shall have been appointed by a
United States District Court to administer any Plan or
Plans, with vested unfunded liabilities aggregat;ng in.
excess of $5,000,000; or

(i) a final judgment for the payment of money in
excess of $5,000,000 shall be rendered by a court or
other tribunal against the Company or any Subsidiary
and shall remain undischarged for a period of 45
consecutive days during which execution of such judg-
ment shall not have been stayed effectively;

then, and in any such event (other than an event with

respect to a Borrower described in paragraph (e) or (f)

above), and at any time thereafter during the continuance of
such event, the Agent may, and at the request of the
Required Banks shall, by written or "telegraphic notice to
the Company, take either or both of the following actions at
the same or different times: (i) terminate forthwith the
Commitments of the Banks hereunder and (ii) declare the
Notes then outstanding to be forthwith due and payable,
whereupon the principal of the Notes, together with accrued
interest thereon and any unpaid accrued Commitment Fees and
all other liabilities of the Borrowers accrued hereunder,
shall become forthwith due and payable both as to principal
and interest, without presentment, demand, protest or any
other notice of any kind, all of which are hereby expressly
waived by the Borrowers, anything ccntained herein or in any




Note to the contrary notwithstanding; and in any event with
respect to a Borrower described in paragraph (e) or (f)
above, the Commitments of the Banks shall automatically
‘terminate and the Notes shall automatically become due and
payable, both as to principal and interest, without present-
‘ment, demand, protest or other notice of any kind, all of
which are hereby expressly waived by the Borrowers, anything
contained herein or in any Note to the contrary notwith-

. standing. '

' VIII. THE AGENT

. In order to expedite the various transactions con-
templated by this Agreement, Chemical Bank is hereby
appointed to act as Agent on behalf of the Banks. Each of
the Banks hereby irrevocably authorizes and directs the
Agent to take such action on behalf of such Bank under the
terms and provisions of this Agreement and to exercise such
powers hereunder as are specifically delegated to or
required of the Agent by the terms and provisions hereof,
together with such powers as are reasonably incidental
thereto. The Agent is hereby expressly authorized on behalf
of the Banks, without hereby limiting any implied authority,
(a) to receive on behalf of each of the Banks any payment of
principal of or interest on the Notes outstanding hereunder
and all other amounts accrued hereunder paid to the Agent,
and promptly to distribute to each Bank its proper share of
all payments so received; (b) to give notice within a
reasonable time on behalf of each of the Banks to the
Company of any Event of Default specified in this Agreement
of which the Agent has actual knowledge acquired in connec-
tion with its agency hereunder; and (c) to distribute to
each Bank copies of all notices, agreements and other
material as provided for in this Agreement as received by
such Agent.

Neither the Agent nor any of its directors,
officers, employees or agents shall be liable as such for
any action taken or omitted by any of them hereunder except
for its or his own gross negligence or wilful misconduct, or
be responsible for any statement, warranty or representation
herein or the ¢ontents of any document delivered in connec-
tion herewith or be reqguired to ascertain or to make any
inquiry concerning the performance or observance by any
Borrower of any of the terms, conditions, covenants or
agreements of this Agreement. The Agent shall not be
responsible to the Banks for the due execution, genuineness,
validity, enforceability or effectiveness of this Agreement,
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the Notes or any other instrument to which reference is made

" herein. The Agent may deem and treat the payee of any Note

‘as the owner thereof for all purposes hereof until it shall
have received from the payee of such Note notice, given as
provided herein, of the transfer therecf. The Agent shall
in all cases be fully protected in acting, or refraining
from acting, in accordance with written instructions signed
by the Required Banks, and, except as otherwise specifically
provided herein, such instructic.:c and any action taken or
failure to act pursuant thereto shall be binding on all the
Banks. . The Agent shall, in the aksence of knowledge to the
contrary, be entitled to rely on any paper oOr document
believed by it in good faith to be genuine and correct and
to have been signed or sent by the proper person or persons.
Neither the Agent nor any of its directors, officers,
employees or agents shall have any responsibility to any
Borrower on account of the failure or delay in performance
or breach by any Bank of any of its obligations hereunder or
to any Bank on account of the failure of or delay in perfor-
“mance or breach by any other Bank or any Borrower. of any of
their respective obligations hereunder or in connection
herewith. The Agent may execute any and all duties here-
under by or through agents or employees and shall be enti-
tled to.advice of legal counsel selected by it with respect
to all matters arising hereunder and shall not be liable for
any action taken or suffered in good faith by it in accor-
dance with the advice of such counsel.

5

7 :
Witd\respect to the Loans made by it hereunder and
the Notes issued to it, the Agent in its individual capacity
and not as an Agent shall have the same rights and powers
hereunder and under any other agreement executed in connec-
tion herewith as any other Bank and may exercise the same as
though it were not an Agent, and the Agent and its affili-
ates may accept deposits from, lend money to and generally
engage in any kind of business with the Company or any
Subsidiary or other affiliate thereof as if it were not the

Agent.

Each Bank agrees (i) to reimburse the Ageni in the
amount of such Bank's pro rata share (based on its Commit~-
ment hereunder) of any expenses incurred for the benefit of

= the Banks by the Agent, including counsel fees and compen-

! sation of agents and employees paid for services rendered on
behalf of the Banks, not reimbursed by any Borrower and
(ii) to indemnify and hold harmless the Agent and any of its
directors, officers, employees or agents, on demand, in the
amount of its pro rata share, from and against any and all
liabilities, obligations, losses, damages, penalties,
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, ‘,aétions,“judgments. suits, costs, expenses or disbursements
- of any kind or nature whatsoever which may be imposed on,

incurred by or asserted against it in its capacity as the

.~ ‘Agent or any of them in any way relating to or arising out
* of this Agreement or any action taken or omitted by it or

any of them under this Agreement, to the extent not reim-

.bursed by any Borrower, provided that no Bank shall be

liable to the Agent for any portion of such liabilities,
obligations, losses, damages, penalties, actions, judgments,

‘suits, costs, expenses or disbursements resulting from the
. gross negligence or wilful misconduct of the Agent or any of

its“directors, officers, employees or agents.

Each'Bank acknowledges that it has, independently

‘and without reliance upon the Agent or any other Bank and

based on such documents and information as it has deemed
appropriate, made its own credit analysis and decision to
enter into this Agreement. Each Bank also acknowledges that
it will, independently and without reliance upon the Agent
or any other Bank and based on such documents and informa-
tion as it shall deem appropriate at the time, continue to
make its own decisions in taking or not taking action under
or based upon this Agreement, any related agreement or any
document furnished hereunder.

IX. GUARANTEE .

The Company unconditionally guarantees, as a
primary obligor and not merely as a surety, the due and
punctual payment of principal of and interest on each Note
of a Borrowing Subsidiary, when and as due, whether at
maturity, by acceleration, by notice of prepayment or
otherwise, and all other monetary obligations of the Borrow-
ing Subsidiaries to the Banks under this Agreement (collec-
tively, the "Obligations"). The Company further agrees that
the Obligations may be extended or renewed, in whole or in
part, without notice or further assent from it, and that it
will remain bound upon its guarantee notwithstanding any
extension or renewal of any Obligation.,

The Company waives presentment to, demand of
payment from and protest to the Borrowing Subsidiaries of
any of the Obligations, and also waives notice of acceptance
of its guarantee and notice of protest for nonpayment. The
obligations of the Company under this Article IX shall not
be affected by (a) the failure of any Bank to assert any
claim or demand or to enforce any right or remedy against
any Borrowing Subsidiary under the provisions of this



. Agreement or otherwise; (b) any rescission, waiver,; amend-
ment or modification of any of the terms or provisions of

this Agreement, the Notes, any guarantee or any other

‘agreement; (c¢) the release of any security held by any Bank

~ for the Obligations or any of them; or (d) the failure of

-“any Bank to exercise any right or remedy against any other
guarantor of the Obligations. :

- The Company further agrees {~:t its guarantee
constitutes a guarantee of payment whe:n due and not of
collection, and waives any right- to require that any resort
be had by any Bank to any security held for payment of the
. Obligations or to any balance of any deposit account or
credit on the books of such Bank in favor of any Borrowing
Subsidiary or any other person. :

The obligations of the Company under this Arti-
cle IX shall not be subject to any reduction, limitation,
impairment or termination for any reason, including, without
limitation, any claim of waiver, release, surrender, altera-
tion or compromise, and shall not be subject to any defense
or setoff, counterclaim, recoupment or termination whatso-
ever by reason of the invalidity, illegality or unenforce-
ability of the Obligations or otherwise. Without limiting
the generality of the foregoing, the obligations of the
Company under this Article IX shall not be discharged or
 impaired or otherwise affected by the failure of any Bank to
assert any claim or demand or to enforce any remedy under
this Agreement, any Note, any guarantee or any other agree-~
ment, by any waiver or modification of any therecf, by any
default, failure or delay, wilful or otherwise, in the
performance of the Obligations, or by any other act or
omission which may or might in any manner or to any extent
vary the risk of the Company or otherwise operate as a
discharge of the Company as a matter of law or equity.

The Company further agrees that its guarantee
shall contirnue to be effective or be reinstated, as the case
may be, if at any time payment, or any part thereof, of
principal of or interest on any Obligation (including,
without limitation, any payment pursuant to this Guarantee)
is rescinded or must otherwise be restored by any Bank upon
the bankruptcy or reorganization of any Borrowing Subsidiary
or otherwise.

In furtherance of the foregoing and not in limita-
tion of any other right which any Bank may have at law or in
equity against the Company by virtue hereof, upon the
failure of any Borrowing Subsidiary to pay any Obligation




'when and as the same shall become due, whether at maturity,
‘by acceleration, after notice of prepayment or otherwise,
the Company hereby promises to and will, upon receipt of
written demand by any Bank, forthwith pay, or cause to be
paid, to the Agent for distribution to the Banks in cash the
amount of such unpaid Obligations, and thereupon each Bank
shall, in a reasonable manner, assign the amount of the
Obligations owed to it and paid@ by the Company pursuant to
‘this guarantee to the Company, such assig ..>nt to be pro
tanto to the extent to which the Obligaticns in question
were discharged by the Company, OT make suchi other disposi-
tion thereof as the Company shall direct (all without
recourse to such Bank and without any representation or
warranty by such Bank).

Upon payment by the Company of any sums tc a Bank
as provided above, all rights of the Company against any
Borrowing Subsidiary arising as a result thereof by way of
right of subrogation or otherwise shall in all respects be
subordinated and junior in right of payment to the prior
indefeasible payment in full of all the Obligations to the

Banks.

X. MISCELLANEOUS

SECTION 10.01, Notices. Notices and other com-=
munications provided for herein shall be in writing and
shall be delivered or mailed (or in the case of telegraphic
communication, delivered by telex, graphic scanning or other
telegraphic communications equipment) addressed,

(a) if to the Company, at 24 East 51st Street, New
York, N.Y. 10022, Attention of Ronald J. Doerfler,
Senior Vice President and Chief Financial Officer
(Telecopy No.: (212) 308-1391), with a copy to Hall,
Dickler, Lawler, Kent & Friedman, 460 Park Avenue, New
York, N.¥Y. 10022, Attention of Edmund S. Wartels, Esqg.
{Telecopy No.: (212) 935-3121 or (212) 751-5020);
[include telex and telecopy numbers];

{b) if to the Agent, to it at 277 Park Avenue, New
York, N.Y. 10172, to the attention of Robert C. Ruocco,
Banking & Corporate Finance, and Stephen M. Feeney.
syndications, and at 52 Broadway (4th Floor), New York,
N.Y. 10004, to the attention of Rufus Kearney, Loan
Department (Telex: NY:423623 Answerback: CSYND)
(Telecopy No.: {212} 319~-0720 Confirm: James B. Lee,
(212) 310-4300); and
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© (e) if to a Bank, at its address set forth in
Section 2.01 hereof. .

-All notices ahd_othe: communicétions given to any party

hereto in accordance with the provisions of this Agreement

_shall be deemed to have been given on the date of receipt if

nand delivered or three days after being sent by registered

' or certified mail, postage prepaid, return receipt

requested, if by mail, or upol receipt if by -ny telegraphic
or telex communications equipment, in each case addressed to
such party as provided in this Section or in accordance with

the latest unrevoked direction from such party.

' SECTION 10.02. Survival of Agreement. All cove-
nants, agreements, represéntations an warranties made by
the Borrowers herein and in the certificates or other
instruments prepared or delivered in connection with this
Agreement shall be considered to have been relied upon by
the Banks and shall survive the making by the Banks of the
Loans and the execution and delivery to the Banks of the
Notes evidencing such Loans and shall continue in full force
and effect as long as the principal of or any accrued
or any Commitment Fee or any other fee
or amount payable under the Notes or this Agreement is
outstanding and unpaid and so long as the Commitments have
not been terminated.

SECTION 10.03. Binding Effect. This Agreement
shall become effective when it shall have been executed by
the Company and the aAgent and when the Agent shall have been
notified by each Bank that such Bank has exacuted it and
thereafter shall be binding upon and inure to the benefit of
the Borrowers, the Agent and each Bank and thaeir respective
successors and assigns, except that no Borrower shall have
the right to assign its rights hereunder or any interest
herein without the prior consent of all the Banks.

SECTION 10.04. Assignments and Participations.
(a) Each Bank may assign tc one or more Eligible Assignees
all or a portion of its interests, rights and obligations
under this Agreement (including, without limitation, all or
a portion of its Commitment and the same portion of the
Loans at the time owing to it): provided, however, that
(i) the Company shall have given its prior written consent,
which shall not be unreasonably withheld, (ii) each such
assignment shall be of a constant, and not a varying
percentage of all the assigning Bank's rights and obliga-
tions under this Agreement, {(1iii) the amount of the Commit-
ment of the assigning Bank subject to each such assignment
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(determined as of the date the Assignment and Acceptance
with respect to such assignment is delivered to the Agent)
shall in no event be less than the lesser of (A) $25,000,000

" and (B) the total Commitment of such assigning Bank (as set

forth in Section 2.01 and as may be adjusted from time to

‘time pursuant to Section 2.08), and shall be in an amount
" 'which is af integral multiple of $1,000,000, and (iv) the
- parties to each such assignment shall execute and deliver to

the Agent, for its acceptance and recording in -~ Register,
an Assignment and Acceptance, together with a proiessing and

recordation fee of $2,000. Upon such execution, delivery,

acceptance and recording, from and after the effective date
specified in each Assicnment and Acceptance, which effective
date shall be at least five Business Days after the execu-
tion thereof, (x) the assignee thereunder shall be a party
hereto and, to the extent provided in such Assignment and
Acceptance, have the rights and obligations of a Bank
hereunder and (y) the Bank assignor thereunder shall, to the
extent provided in such Assignment and Acceptance, relin-
quish its rights (other than under Section 10.05) and be
released from its obligations under this Agreement (and, in
the casc of an Assignment and Acceptance covering alli or the
remaining portion of an assigning Bank's rights and obliga-
tions under this Agreement, such Bank shall cease to be a
party hereto).

(b) By executing and delivering an Assignment and
Acceptance, the Bank assignor thereunder and the assignee
thereunder confirm to and agree with each other and the
other parties hereto as follows: (i) other than the repre-
sentation and warranty that it is the legal and beneficial
owner of the interest being assigned thereby free and clear
of any adverse claim, such Bank assignor makes no represen-
tation or warranty and assumes no responsibility with
respect to any statements, warranties or representations
made in or in connection with this Agreement or the execu-
tion, legality, validity, enforceability, genuineness,
sufficiency or value of this Agreement or any other instru-
ment or document furnished pursuant hereto; (ii) such Bank
assignor makes no representation or warranty and assumes no
responsibility with respect to the financial condition of
any of the Borrowers or the performance or observance by any
of the Borrowers of any of their respective obligations
under this Agreement or any other instrument or document
furnished pursuant hereto; (iii) such assignee confirms that
it has received a copy of this Agreement, together with
copies of the financial statements referred to in
Section 5.05 “and such other documents and information as it
has deemed appropriate to make its own credit analysis and




. decision to enter into such Assignmerit and Acceptance;
Ly - {(iv) such assignee will, independently and without reliance
; ~upon the Agent, such Bank assignor or any other Bank and
based on such documents and . 1nformatxor as it shall deem

-

decxslons in tak;ng or not takzng action under this
DLl Agreement; (v) such assignee confirms-that it is an Eligible
.?ﬂ R Assignee; (vi) except as such a551gnee shall hsve previously
S disclosed to the Company, such assignee is not awz =~ of any
facts that in its:reasonable judgment would requir: ‘t to
notify the Company pursuant to the first sentence > para-
R L graph (e) of Section 2.12; (vii) such assignee. appoznts and
Lo authorizes the Agent to take such action as agent on its
» behalf and to exercise such povers undef~this Agreement as
T are delegated to the Agent by the terms “hereof, tcgether
‘with such powers as are reasonably ircidental thereto; and
(viii) such assignee agrees that it will perform in accor-
dance with their terms all of the obligations which by the . v
terms of this Agreement are required to be performed by it ’
[ ] _ as a Bank.

{c) The Agent shall maintain at its offices at
52 Broadway, New York, N.Y. a copy of each Assignment and
Acceptance delivered to it and a register for the recorda-
: ‘“tion of the names and addresses of the Banks and the Commit-
.' : ment of, and principal amount of the Loans owing to, each
Bank from time to time (the "Register"). The entries in the
"Register shall be conclusive, in the absence of manifest
error, and the Bocrrowers, the Agent and the Banks may treat
each person whose name is recorded in the Register as a Bank
o _ ‘hereunder for all purposes of this Agreement. The Register
> o : shall be available for inspection by the Company or any Bank
- : at any reasonable time and from time to time upon reasonable
prior notice.

(d) Upon its receipt of an Assignment and Accept-
ance executed by an assigning Bank and an Eligible Assignee,
the Agent shall, if such Assignment and Acceptance has been

J - . completed and is in the form of Exhibit F hereto, and has
: been consented to by the Company (i) accept such Assignment
and Acceptance, (ii) record the information contained
therein in the Register and (iii) give prompt notice thereof
to the Bank and the appropriate Borrower. -The Agent shall
provide the Company, within 100 days after the end of each
) ' fiscal year, and within 506" days after the end of the first
o : three quarters of each fiscal year, of the Company, a list,
current as of the date delivered, of all Banks that as of
such date are parties hereto (including Banks that as of
such date shall have become parties hereto pursuant to this
Section) upon which list the Company shall rely in complying

W
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- the Agent and the other Banks shall continue to deal solely

-Bank by or on behalf of the Company; provided that prior to

.the provisions hereof (whether or not the transactions

. other counsel for any Bank. The Company further agrees that

with its obligations under Section 5.05 to deliver documents

to the Banks.

{e) Each Bank may without the consent of any
Borrower sell partxcxpatxons to one or more banks or other
entities in all or a portion of its rights and obligations
under this Agreement (including, without limitation, all or

~a portion of its Commitment and the Loans owing to it);
Jprovided, however, that (i) such Bank's obligations ' ~der
this Agreement shall remain unchanged; (ii) such Bank shall

remain solely responsible to the other parties heretc for
the performance of such obligations and (iii) the Borrowers,

and directly with such Bank in connection with such Bank's
rights and obligations under this Agreement.

(£} Any Bank may, in connect;on with any asszgn-
ment or participation or proposed assignment or participa-
tion pursuant to this Section 10.04, disclose to the
assignee or participant or proposed assignee or participant,
any information relating to the Company furnished to such

any such disclosure, each such assignee or participant or
proposed assignee or participant shall agree to preserve the
confidentiality of any confidential information relating to
the Company received from such Bank in accordance with its
respective customary procedures with respect to confidential
information.

SECTION 10.05. Expenses of the Banks; Indemnity.
(a) The Borrowers agree, jointly and severally, to pay all
out-of~pocket expenses teasonably incurred by the Agent in
connection with the preparation of this Agreement and the
Notes or with any amendments, modifications or waivers of

hereby contemplated shall be consummated) or reascnably
incurred by the Agent or any Bank in connection with the
enforcement or protection of their rights in connection with
this Agreemsnt or with the Loans made or the Notes issued
hereunder, including, but not limited to, the reasonable
fees and disbursements of Cravath, Swaine & Moore, special
counsel for the Banks, and, in connection with such enforce-
ment or protection, the reasonable fees and disbursements of

it shall indemnify the Banks from and hold them harmless
against any documentary taxes, assessments or charges made
by any governmental authority by reason of the execution and
delivery of this Agreement or any of the Notes.




_ (b) The Borrowers agree, jointly and severally, i
to indemnify the Banks and their directors, officers, -
employees and agents against, and to hold the Banks and such
persons harmless from, any and all losses, claims, damages,
liabilities and related expenses, including counsel fees and
expenses, incurred by or asserted against the Banks “r-any
such pergons arising out of, in any way connected wich, or
as a result of (i) the Merger or the consummation of the
transactions contemplated by the Merger Agreement, (ii) :h
use of any of the proceeds of the Loans, in connection with
the #Merger or otherwise, (iii) the acquisition or owner::::ip
of ABC, (iv) this Agreement and the other documents contem-
plated hereby, the performance by the parties heretoc and
thereto of their respective obligations hereunder and
thereunder {including but not limited to the making of the
Commitments) and consummation of the transactions contem-
plated hereby and thereby, or (b) any claim, litigation,
1nvestlgat10n or proceedings relating to any of the fore-
going, whether or not any Bank or any such person is a party
thereto; provided that such indemnity shall not, as to any
Bank, appEy to any such losses, claims, damages, liabilities
or related expenses arising from (A) any unexcused breach by
such Bank of any of its obligations under this Agreement or
{B) the gross negligence or wilful misconduct of such Bank.

(c) The provisions of this Section 10.05 shall
remain operative and in full force and effect regardless of
the expiration of the term of this Agreement, the consumma-

~tion of the transactions contemplated hereby, the repayment
of any of the Loans, the invalidity or unenforceability of
any term or provision of this Agreement or any Note, or any
investigation made by or on behalf of any Bank. All amounts
due under this Section 10.05 shall be payable on written
demand therefor.

SECTION 10.06. Right of Setoff. If an Event of
Default shall have occurred and be continuing and any Bank
shall have”requested the Agent to declare the Notes immedi-
ately due and payable pursuant to Article VII, each Bank is
hereby authorized at any time and from time to time, to the
fullest extent permitted by law, to set off and apply any
and all deposits (general or special. time or demand,
provisional or final) at any time held and other indebted-
ness at any time owing by such Bank to or for the credi: or
the account of any Borrower against any of and all the
oblzgatxons of such Borrcwer (and, in the case of the
Company, any Borrowing Subsidiary) now or hereafter existing
under this Agreement and the Note held by such Bank, irres-
pective of whether or not such Bank shall have made any




such amendment, modification, waiver or consent.

demand under this Agreement or such Note and although such
obligations may be unmat:red. Each Bank agrees promptly to
notify the Company after any such setoff and application_
made by such Bank, but the failure to give such notice shall
not affect the validity of such setoff and application. The
rights of each Bank under this Section are in addition to
other rights and remedies (including, without limitation,

- other rights of setoff) which such Bank may have.

- SECTION 10.07. Applicable Law. This Agreement
and the Notes shall be construed in accordance with and
governed by the laws of the State of New York.

SECTION 10.08. Payments on Business Days. Should
the principal of or interest on the Notes or any Commitment
Fee or any other fee or amount payable hereunder become due
and payable on other than a Business Day, payment in respect
thereof may be made on the next succeeding Business Day, and
such extension of time shall in such case be included in
computing interest, if any, in connection with such payment.

SECTION 10.09. Wa;vers, Amendments. (a) No
failure or delay of any Bank 1in exercxszng any power or
right hereunder shall operate as a waiver thereof, nor shall
any single or partial exercise of any such right or power,
or any abandonment or discontinuance of steps to enforce
such a right or power, preclude any other or further exer-
cise thereof or the exercise of any other right or power.
The rights and remedies of the Barnks hereunder are cumula-
tive and not exclusive of any rights or remedies which they
would otherwise have. No waiver of any provision of this
Agreement or the Notes or consent to any departure by any
Borrower therefrom shall in any event be effective unless
the same shall be authorized as provided in paragraph (b)
below, and then such waiver or consent shall be effective
only in the specific instance and for the purpose for which
given. No notice or demand on any Borrower in any case
shall entitle such Borrower to any other or further notice
or demand in similar or other circumstances. Each holder of
any of the Notes shall be bound by any amendment, modifica-
tion, waiver or consent authorized as provided herein,
whether or not such Note shall have been marked to indicate

{(b) Neither this Agreement nor any provision
hereof may be waived, amended or modified except pursuant to
an agreement or agreements in writing entered into by the
Company and the Required Banks (except that the Commitments
may be adjusted as provided in Section 2.08); provided,




however, that no such agreement shall (i) change the princi-
pal amount of, or extend or advance the maturity of or any
date for the payment of any principal of or interest on, any
Note, or waive or excuse any such payment or any part
thereof, or change the rate of interest on any Note, without
the written consent of each holder affected thereby,

(ii) change the Commitment of any Bank without the written
consent’ of such Bank, or change the Commitment Fees without
the written consent of each Bank, or (iii) amend or modify
the provisions of this Section, Sections 2.09 through 2.16,
Section 10.03 and 10.04 or Article IX or the definition of

the "Required Banks", without the written consent of each
Bank; and provided furiher that no such agreement shall
amend,-modify or otherwise affect the rights or duties of
the Agent hereunder without the written consent .of the
Agent. Each Bank and holder of any Note shall be bound by
any modification or amendment authorized by this Section
regardless of whether its Notes shall be marked to make
reference thereto, and any consent by any Bank or holder of
a Note pursuant to this Section shall bind any person
subsequently acquiring a Note from it, whether or not such
Note shall be so marked.

SECTION 10.10. Severability. 1In the event any
one or more of the provisions contained in this Agreement or
in the Notes should be held invalid, illegal or unenforce-
able in any respect, the validity, legallity and enforce~
ability of the remaining provisions contained herein or
therein shall not in any way be affected or impaired there-
by. The parties shall endeavor in good-faith negotiations
to replace the invalid, illegal or unenforceable provisions
with valid provisions the economic effect of which comes as
close as possible to that of the invalid, illegal or unen-—
forceable provisions.

SECTION 10.11. Counterparts. This Agreement may
be executed in two or more counterparts, each of which shall
constitute an original but all of which when taken together
shall constitute but one contract, and shall become effec-
tive as provided in Section 10.03.

SECTION 10.12. Headings. Article and Section
headings and the Table of Contents used herein are for
convenience of reference only and are not to affect the
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)
construction of, or to be taken into consideration in
) _ interpreting, this Agreement.
IN WITNESS WHEREOF, the Company, the Banks and the
~ Agent have caused this Agreement to be duly executed by
_ their respective authorized cofficers as of the day and year
) _ : first above written.
CAPITAL CITIES/ABC, INC.,
by
S ., FItTe:
CHEMICAL BANK, individually and as
Agent,
) - by
Title:
. THE BANK OF NEW YORK,
by
Title:
y : ) THE CHASE MANHATTAN BANK, N.A.,
by
Title:
] |
_ MORGAN GUARANTY TRUST COMPANY OF
NEW YORK,
by
' Title:
D
P




MORGAN GUARANTY TRUST COMPANY OF
NEW YORK, Channel Islands Branch,

by

Title:

MANUFACTURERS HANOVER TRUST COM-
PANY,

by

Title:

BANK OF AMERICA NATIONAL TRUST AND
SAVINGS ASSOCIATION,
a“ by

%
\”

Title:

BANKERS TRUST COMPANY,

by

Title:

MARINE MIDLAND BANK, N.A.,
by

Title:

THE FIRST NATIONAL BANK OF CHICAGO,
by




CONTINENTAL ILLINOIS HATIONAL BANK
AND TRUST COMPANY OF CHICAGO,

by

—

Title:

NATIONAL BANK OF DETROIT,

by

Titie:

SECURITY PACIFIC NATIONAL BANK,
by

Title:

THE FIRST NATIONAL BANK OF BOSTON,

by

Title:

COMMERCE BANK OF KANSAS CITY,
by

Title:

UNITED MISSOURI BANK OF KANSAS
CITY, N.A.,




Schedule 3.07

Description of Merger and of Ownership
_ _ ‘of ABC by the Company

FEilowing the Merger

On the date of the Merger, Acquisition will be
merged with and into AEC, which will be the surviving
corpdration in the Merger. The Company will own, directly
or indirectly, all the issued and outstanding common stock
of ABC, which will be the only stock of ABC issued and
outstanding. Approximately 76% of such common stock will be
owned by approximately 35 direct, wholly owned subsidiaries
of ABC Holding Company, Inc., a direct, wholly owned subsid-
iary of the Company. Of the remaining ABC common stock,
approximately 17% will be owned directly by the Company and
approximately 7% will be owned directly by CC Texas Holding

Cco., Inc., a direct, wholly owned subsidiary of the Company.




EXHIBIT A

BORROWING SUBSIDIARY AGREEMENT dated as
of , 19 , among CAPITAL
CITIES/ABC, INC. (formerly Capital Cities .
Communications, Inc.), a New York corporation
{the "Company”), [Name of Subsidiary].

a _ corporation (the
"Subsidiary”), and CHEMICAL BANK, a New York
banking corporation, as agent (the "Agent”)
for the banks (the “Banks") party to the
Revolving Credit Agreement dated as of
January 3, 1986, as amended by a First
Amendment dated as of June 30, 1987 (the
“Credit Agreement”), among the Company. the
Agent and the Banks.

Under the Credit Agreement, the Banks have agreed,
upon the terms and subject to the conditions therein set
forth, to make revolving credit loans to the Company and to
subsidiaries (as defined in the Credit Agreement) of the
Company which execute and deliver to the Agent Borrowing
_Subsidiary Agreements in the form of this Agreement. The
Company represents that the Subsidiary is a subsidiary (as
so defined) of the Company. 1In consideration of being
permitted to borrow under the Credit Agreement upon the
terms and subject to the conditions set forth therein, the
Subsidiary agrees that from and after the date of this
Agreement it will be, and will be liable for the observance
and performance of all the obligations of, a Borrowing
Subsidiary under the Credit Agreement, as the same may be
amended from time to time, to the same extent as if it had
been ore of the original parties to the Credit Agreement.

IN WITNESS WHEREOF, the Company and the Subsidiary
have caused this Agreement to be duly executed by their
authorized officers as of the date first appearing above.

CAPITAL CITIES/ABC, INC.,
by




[Name of Subsidiary]

by

Accepted as of the date
first appearing above:

CHEMICAL BANK, as Agent,

by
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;,"' ", T |  EXHIBIT B-1
. FORM OF COMPETITIVE BID REQUEST
SR o : )
P o Chemical Bank, as Agent
[ - for the Banks parties
' to the Credit Agreement
yeferred to below
_ e fAddress] B ‘
J o - New York, New York. [bate)
) Attention: -
_ ! _
Dear Sirs:
» - The undersigned, ° | ) a
' corporation (the "Borrower"), refers to the

Revolving Credit Agreement, dated as of January 3, 1986, as
amended by the First Amendment dated as of June 30, 1987
G (the "Credit Agreement"), among Capital Cities/ABC, Inc.
(formerly Capital Cities Communications, Inc.}, the Banks
o named therein and Chemical Bank, as Agent for the Banks.
. Capitalized terms used herein and not defined shall have the
' meanings assigned to such terms in the Credit Agreement. -
The Borrower hereby gives you notice pursuant to Sec-
tion 2.02(a) of the Credit Agreement that it reguests a
5 Competitive Borrowing under  the Credit Agreement, and in
_ that connection sets forth below the terms on which such
D R ; Competitive Borrowing is requested to be made: '

(A) Date cof Competitive Borrowing

(B) Aggregate Principal Amount of
Competitive Borrowing 1/

J
(C) - Interest Period 2/
D
> 1/ Not less than $50,000,000 and in integral multiples of
4 . $50,000,000. -
2/ Which shall end not later than the Maturity Date.
o '
'..
-.' - . | _ §
- ‘ a - bl - : . “ .

Q ilx



&

. Upon acceptance cf any or all of the Loans offered
by Banks in response to this request, the Company shall be
deemed to affirm as of such date the representations and
warranties made in the Credit Agreement to the extent
specified in Article IV thereof.

Very truly yours,
[Name of Borrower]),

Title: [Responsible Officer]




-
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" Attention:

_ Agreement®), among Capital-Cities/ABC, Inc. (formerly

' is requested to be made:

EXHIBIT B- .

FORM OF STANDBY BORROWING REQUEST '

Chemical Bank, as Agent

for the Banks parties

to the Credit Agreement

referred to below

[Address).

New York, New York [Date]

Dear Sirs:

The undersigned, ) P |
corporation (the "Borrower"), refers to the
Credit Agreement, dated as of January 3, 1986, as amended by
the First Amendment dated as of June 30, 1987 (the "Credit

Capital Cities Communications, Inc.), the Banks named
therein and Chemical Bank, as Agent for the Banks. Capital-
ized terms used herein and not defined shall have the
meanings assigned to such terms in the Credit Agreement.

The Borrower hereby gives you notice pursuant to Sec-

tion 2.03 of the Credit Agreement that it requests a Standby
Borrowing under the Credit Agreement, and in that connection
sets forth below the terms on which such Standby Borrowing

(&) Date of Standby Borrowing

(B) BAggregate Principal Amount of
Standby Borrowing 1/

(C) 1Interest rate basis 2/

(D) Interest Period 3/

\‘\X

1/ Not less than $50,000,000 and in integral multiples of":
$50,000,000 (except in the case of Alternate Base Loans Ty,
replacing a portion of a proposed Competitive Borrowing, as )
provided in paragraph (d) of Section 2.02).

2/ Certificate of Deposit Loan, Eurodollar Loan or
Alternate Base Loan.

;/ Whick shall end not later than the Maturity Date.
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b = _ Upon acceptance of any or all of the Loans offered
b by Banks in response to this request, the Company shall be
- deemed to affirm as of such date the representations and
warranties made in the Credit Agreement to the extent
specified in Article IV thereof.

-' - 7 | Very truly yourSﬁ
| [Name of BOrrowefl.
By
Title:Afﬁééponsiblégﬁfficerj

p




EXAIBIT C

FORM OF NOTICE OF COMPETITIVE BID REQUEST

[Name of Bank] i -
[Address]

New York, New York [Date]
Attention: :

.Dear Sirs:

_ Reference is made to the Revolving Credit Agree-
ment, dated as of January 3, 1986, as.amended by the First
Amendment dated as of June 30, 1987 (the “Credit Agree-

“ ment"), among Capital Cities/ABC, Inc. (formerly Capital

Cities Communications, Inc.), the Banks named therein and
Chemical Bank, as Agent for the Banks. Capitalized terms
vsed herein and not defined shall have the meanings assigned
to such terms in the Credit Agreement. , a

corporation, made a Competitive Bid Request on

, 19 pursuant to Section 2.02(a) of the Credit

Agreement, and in that connection you are invited to submit
a Competitive Bid by [Date] . Your Competitive Bid
must be received by the Agent not later than 9:30 a.m. New
York time, one Business Day before a proposed Competitive
Borrowing. Your Competitive Bid must comply with Sec-
tion 2.02(b) of the Credit Agreement and the terms set forth
below on which the Competitive Bid Request was made:

(A) Date of Competitive Borrowing

(B) Aggregate principal amount of
Competitive Borrowing

({Cy Interest PeFiod

Very truly yours,

CHEMICAL BANK, as Agent for
the Banks,

By

Title:

at




EXHIBIT D
FORM OF COMPETITIVE BID

Chemical Bank, as Agent for the
Banks parties to the Credit

" Agreement referred to below

[Address] New York, New York ’ [Date)
Attention: .

Dear Sirs:

_ The undersigned, {Name of Bank], refers to the
Revolving Credit Agreement, dated as of January 3, 1986, as
amended by the First Amendment dated as of June 30, 1987
(the "Credit Agreement"), among Capital Cities/ABC, Inc.
(formerly Capital Cities Communications, Inc¢.)., the Banks
named therein and Chemical Bank, as Agent for the Banks.
Capitalized terms used herein and not defined shall have the
meanings assigned to such termscin the Credit Agreement.

The undersigned hereby makes [a Competitive Bid] [Competi-
tive Bids) pursuant to Section 2.02(b) of the Credit Agree-

ment, in response to the Competitive Bid Request made by

. @ corporation (the “Borrower"), on

, 19 , and in that connection sets forth below the
terms on which such [Competitive Bid is] [Competitive Bids
are)] made:

Principal Amount 1/ Rate

9]

Bid(s)

The undersigned hereby confirms that it is pre-
pared to extend credit to the Borrower upon acceptance by
the Company of [this bid] [these bids] in accordance with
Section 2.02{d) of the Credit Agreement.

ey Very truly yours,.
[NAME OF BANK) [ADDRESS],
By
Title:

1/ Each bid must be in an amount of at least $5,000,000
and in integral multiples of $1,000,000. The aggregate of
the principal amounts of all bids.specified by the
undersigned may not exceed its unused individual Commitment.



EXHIBI? E-1

FORM OF COMPETITIVE NOTE

S[insert amount of Bank's Commitment] New York, New York

{Date of Initial
Borrowing]}

FOR VALUE RECEIVED, the undersigned,

Ty a corporation (the "Borrower"),
hereby promises to pay to the order of (the
"Bank"), at the office of Chemical Bank (the “Agent"), at

., on (i) the last day of each

Interest Period as defined in the Revolving Credit
Agreement, dated as of January 3, 1986, as amended by the
First Amendment dated as of June 30, 1987 (the "Credit
Agreement"), among Capital Cities/ABC, Inc. (formerly
Capital Cities Communications, Inc.), the Banks named
therein and Chemical Bank, as Agent, the aggregate unpaid
principal amount of all Competitive Loans made by the Bank
to the Borrower pursuant to Sections 2.01 and 2.02 of the
Credit Agreement to which such Interest Period applies and -
(ii) on June 30, 1990, the lesser of the principal sum of

. Dollars ($ ) and the
aggregate unpaid principal amount of all Competitive Loans
made by the Bank tc the Borrower pursuant to Sections 2.0l
and 2.0Z of the Credit Agreement, in lawful money of the

Unitad States of America in same day funds, and to pay

interest from the date hereof on such principal amount from
time to time outstanding, in like funds, at said office, at
a rate or rates per annum and payable on such dates as
determined pursuant to the Credit Agreement.

The Borrower promises to pay interest, on demand,
on any overdue principal and, to the extent permitted by
law, overdue interest from their due dates at a rate or
rates determined as set forth in the Credit Agreement.

The Borrower hereby waives diligence, presentment,
demand, protest and notice of any kind whatsoever. The
nonexercise by the holder of any of its rights hereunder in
any particular instance shall not constitute a waiver
thereof in that or any subsequent instance.

aAll borrowings evidenced by this Competitive Note
and all payments and prepayments of the principal hereof and
interest hereon and the respective dates thereof shall be
endorsed by the holder hereof on the schedule attached
hereto and made a part hereof, or on a continuation thereof
which shall be attached hereto and made a part hereof, or
otherwise recorded by such holder in its internal records;




provided, however, that any failure of the holder hereof to
make such a nctation or any error in such notation shall not
.in any manner affect. the obligation of the Borrower to make
payments of principal and interest in accordance with the
terms of this Competitive Note and the Credit Agreement.

This Competitive Note is one of the Competitive
Notes referred to in the Credit Agreemeni which, among other ¥
things, contains provisicns for the accelieration of the
maturity hereof upon the happening of certairn events, for
optional prepayment of the principal hereof prior to the
maturity thereof and for the amendment or waiver of certain
provisions of the Credit Agreement,”all up¢iithe terms and
conditions therein specified. This Competitive Note shall
be construed in accordance with and governed by the laws of
the State of New York and any applicable laws of the United
States of America. E ALY

R

“.{Name of Borrower],

E-1 continued
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EXHIEIT E-2

FORM OF STANDBY NOTE

s{insert amount of Bank's Commitment} New York, New York
[Date of Initial
. Borrowing
Y /{
FOR VALUE RECEIVED, the undersigned,

s ‘a corporation (the "Borrower"), hereby
promises to pay to the order of - {the
"Bani®), at the office of Chemical Bank (the "Agent"), at

, on (i) the last day of each

-Interest Period as defined in the Revolving Credit

Agreement, dated as of Januvary 3, 1986, as amended by the
First Amendment dated as of June 30, 1987 (the "Credit
-Agreement"), among Capital Cities/ABC, Inc. (formerly
Capital Cities Communications, Inc.), the Banks named
therein and Chemical Bank, as Agent, the aggregate unpaid
principal amount of all portions of Standby Loans made by
‘the Bank to the Borrower pursuant to Sections 2.01 and 2.03
of the Credit Agreement to which such Interest Period
applies and (ii) on June 30, 1950, the lesser of the
principal sum of Dollars ($ ") and the
aggregate unpaié principal amount of all portions of Standby
Loans made by the Bank to the Borrower pursuant to

Sectiops 2.01 and 2.03 of the Credit Agreement, in lawful
money of the United States of America in same day funds, and
to pay interest from the date hereof on such principal
amount from time to time outstanding, in like funds, at said
office, at a rate or rates per annum and payable on such
dates as determined pursuant to the Credit Agreement.

The Borrower promises to pay interest, on demand,
on any overdue principal and, to the extent permitted by
law, overdue interest from their due dates at a rate or
rates determined as set forth in the Credit Agreement.

The Borrower hereby waives diligence, presentment,
demand, protest and notice of any kind whatsoever. The
nonexercise by the holder of any of its rights hereunder in
any particular instance shall not constitute a waiver
thereof in that or any subsequent instance.

All borrowings evidenced by this Standby Note and
all payments and prepayments of the principal hereof and
interest hereon and the respective dates thereof shall be
endorsed by the holder hereof on the schedule attached
hereto and made a part hereof, or on a continuation thereof
which shall be attached hereto and made a part hereof, or
otherwise recorded by such holder in its internal records;




.

provided, however, that any failure of the holder hereof to
make such a notation or any error in such notation shall not
in any manner affect the obligation of the Borrower to make
payments of principal and interest in accordance with the
terms of this Standby Note and the Crédit Agreement.

_ This Standby Note is one of the Standby Notes
referred to in the Credit Agreement which, among other
thing: , contains provisions for the acceleration of the
maturity hereof upon the happening of certain events, for
optiors1 prepayment of the principal hereof prior to the
maturity thereof and for the amendment or waiver of certain
provisions of the Credit Agreement, all upon the terms and

. conditions therein specified. This Standby Note shall be

construed in accordance with and governed by the laws of the
State of New York and any applicable laws of the United
States of America.

4{Name of Borrower],

by

Title:

E-2 continued
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o ASSIGNMENT AND ACCEPTARCE

Exhibit F

Dated _ ;, 19

Reference is made to the Revolving Credit Agree-
‘ment dated as of January 3, 1986, as amended by the First
Amendment dated as of June 30, 1987 (the “"Credit Agree-
ment"), amoig Tapital Cities/ABC, Inc. (formerly Capital
Cities Commu nisations, Inc.), a New York corporation (the
"Company"), the Banks (as defined in the Credit Agreement)
named therein and Chemical Bank, as Agert for the Banks (the
"Agent"). Terms defined in the Credit Agreement are used
herein with the same meaning.

L (the "Assignor") and
(the "Assignee") agree as follows:

1. 'The Assignor hereby sells and assigns to the
Assignee, and the Assignee hereby purchases and assumes from
thqjgssignor, without recourse to the Assignor,‘a %
intérest in and to all the Assignor's rights and obligations
under the Credit Agreement as of the Effective Date (as
defined below) {including, without limitation, a L
interest (which on the Effective Date hereof is §

) in the Commitment of the Assignor on the
Effective Date and such percentage interest in all unpald
commitment fees accrued to the Effective Date, and a

___ % interest (which on the Effective Date hereof is

) in the Loans owing to the Assignor
outstanding on the Effective Date together with such
percentage interest in all unpaid interest on such Loans

accrued to the Effective Date, and a %t interest in the
Standby Note [and Competitive Note)] held by the Assignor
(which on the Effective Date hereof is § : )).

2. The Assignor (i) represents that as of the
date hereof, its Commitment (without giving effect to
assignments thereof which have not yet become effective) is
$ and the outstanding balance of its Loans
(unreduced by any assignments thereof which have not yet
become effective) is $ _; (ii) represents that it is
in receipt of the written consent of the Company required by
clause (i) of paragraph {(a) of Section 10.04 of the Credit
Agreement; (iii) makes no representation or warranty and
assumes no responsibility with respect to any statements,
warranties or representations made in or in connection with
the Credit Agreement or the execution, legality, validity,
enforceability, gennineness, sufficiency or value of the
Credit Agreement or any other instrument or document fur-




nished pursuant thereto, other than that it is the legal and
beneficial owner of the interest being assigned by it
hereunder and that such interest is free and clear of any
adverse claim; (iv) makes no representation or warranty and
assumes no responsibility with respect to the financial
condition of the Company or the performance or observance by
the Company of any of its obligations under the Credit
Agreement or any other instrument or document furnished
pursuant thereic, and (v) attaches the Standby Note [and
Competitive Note] referred to in paragraph 1 above and
requests that thc Agent exchange such Standby Note [and
Competitive Note] for [for a new Standby Note [and

Competitive Note) dated » 19 _, in the principal
amount of § _ payable to the order of the
Assignee] [new Standby Notes [and Competitive Notes] as
follows: a Standby Note dated s 19 __, in the
principal amount of §$ payable to the order of
the Assignor and a Standby Note dated r 19 _
in the principal amount of $ payable to the

order of the Assignee [and a Competitive Note dated

. , 19 __, in the principal amount of $

payable to the order of the Assignor and a Competitive Note
date , 19 _, in the principal amount of

s —payable to the order of the Assignee]].

3. The Assignee (i) represents and warrants that
it is legally authorized to enter into this Assignment and
Acceptance; (ii) confirms that it has received a copy of the
Credit Agreement, together with copies of the most recent
financial statements delivered pursuant to Section 5.05
thereof and such other documents and information as it has
deemed appropriate to make its own credit analysis and
decision to enter into this Assignment and Acceptance;

(iii) confirms that it is an Eligible Assignee; (iv) agrees
that it will, independently and without reliance upon the
Agent, the Assignor or any other Bank and based on such
documents and information as it shall deem appropriate at
the time, continue to make its own credit decisions in
taking or not taking action under the Credit Agreement;

{(v) appoints and authorizes the Agent to take such action as
agent on its behalf and to exercise such powers under the
Credit Agreement as are delegated to the Agent by the terms
thereof, together with such powers as are reasonably inci-
dental thereto; (vi) agrees that it will perform in accor-
dance with their terms all the obligations which by the
terms of the Credit Agreement are required to be performed
by it as a Bank; (vii) agrees that it will keep confidential
all information with respect to the Company furnished to it
by the Company or the Assignor (other than information




generally available to the public or otherwise available to
the Assignor on a nonconfidential basis); (viii) specifies
as its address for notices the offices set forth beneath its
name on the signature pages hereof; and (ix) attaches the
forms prescribed by the Internal Revenue Service of the
United States certifying as to the Assignee's exemption from
United States withholding taxes with respect.to all payments
to be made to the Assignee under the Credit Agreement or
such other documeii.s as are necessary to indicate that all
such payments are sudject to such tax at a rate reduced by
an applicable tax ‘reaty. 1/

4. The effective date for this Assignment and
Acceptance shall be (the "Effective Date"). 2/
Following the execution of this Assignment and Acceptance,
it will be delivered to the Agent for acceptance and record-
ing by the Agent.

5. Upon such acceptance and recording, from and
after the Effective Date, (i) the Assignee shall be a party
to the Credit Agreement and, to the extent provided in this
Assignment and Acceptance, have the rights and obligations
of a Bank thereunder and (ii) the Assignor shall, to the
extent provided in this Assignment and Acceptance, relin-
quish its rights (other than under Section 10.05 of the
Credit Agreement) and be released from its obligations under

the Credit Agreement.

1/ 1f the Assignee is organized under the laws of a
jurisdiction outside the United States.

2/ See Section 10.04. Such date shall be at least five
Business Days after the execution of this Assignment and
Acceptance and delivery thereof to the Agent.
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6. Upon such acceptance and recording, from and
after the Effective Date, the figent shall make all payments
in respect of the interest assigned hereby (including
payments of principal, interest, fees and other amounts) to
the Assignee. The Assignor and Assignee shall make all
appropriate adjustments in payments for periods prior to the
Effective Date by the Agent or with respect to the making of
this assignment directly between themselves.

7. This Assignment and Acceptance shall be
governed by, and construed in accordance with, the laws of
the State of New York.

[NAME OF ASSIGNOR]

By

Title:

[NAME OF ASSIGNEE]

By

Title:

Accepted this day Address for Notices:
of . 19

CHEMICAL BANK,
as Agent

By

Title:




Operating Highlights . Exhibit (13)

1987 1986

Net revenues $4,440,346,000 $4,124,374,000

Operating income $ 745,990,000 $ 602,678,000

Income before extraordinary items $ 279,078,000 $ 181,943,000

Income per share before extraordinary items $16.46 $11.20

Avefage shares outstanding 16,950,000 16,250,000

Income Before Income Per Share
Extraordinary Items Before Extraordinary Items

8 Milliona
RiT e 20,00
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Capital Cities/ ABC

To Our Shareholders

L=

In 1987 Capital Cities/ABC, Irc. experienced
a year of goodigrrowth, with record results.
~Consolidated net revenues increased

B percent to $4,440,000,000, while incof;ne per
share was $16.46, a gain of 47 percent.

T§e<Bifbadcast Group had an outstanding

- ~year. The ABC Television Network Group

recorded mixed audience ratings, but
produced better than anticipated operating
earnings, while the Publishing Group was
down slightly in a difficult business
environment for most print media. Equally
important, while the Company was achieving
satisfactory financial results in 1987,
substantial further progress was made
‘toward the goal of completing the operating
and crganizational combination of the two
predecessor companies.

A summary of the Company’s operating
results for 1987 (53-week year ending
January 3, 1983) compared with 1986 (52-

week year ending December 28, 1986) follows:

(Dollars in _ Percent
milltons} 1987 1986 change
Net revenues. $4,4404 341244 8%
Operating costs 3,536.1 3,363.1 5%
Depreciation and

amortization 158.3 158.6 —_
Total costs 3,6044  3,621.% 5%
Operating income 746.0 6027 24%
Interest and

other, net (182.0) (180.0) 1%
Income before taxes 564.0 4227 33%
Income taxes (284.9) (240.8) 18%
Net income™* $ 279.1 § 1819 53%
Ineome per share* $16.46 $11.20 47%

*Before 1986 extraordinary items.

The Company started 1987 with rather
modest financial expectations. Broadeasting
advertising demand was not projected to
grow significantly. Also, it was known that
cost reductions at the ABC Television
Network and at the former ABC television

stations would have a favorable impact,
comparatively, for only a portion of 1987.
Further, there was no realistic basis for
projecting improved audience deliveries by
the ABC Television Network in its key
dayparts. Somewhat offsetting these
concerns was the knowledge that most of the
Company’s other franchises were in very
sound condition. The national rate of
inflation was at its lowest level in over ten
years and the economy entered the year in
good shape with the exception of energy-
related states, particularly Texas. The
Company owns several major operations in
Texas, including the Fort Werth Star-
Telegram and KTRK-TV, Houston.

Through the first nine months of the year
actual results were quite close to plan.
Television network sales for the fourth
quarter of 1987, however, were surprisingly
strong and made an important and welcome
contribution te a better-than-expected
performance for that period. While operating
earnings, excluding purchase price adjust-
ments, were up for each of the four quarters,
the rate of gain of net iticome was further
enhanced by reduction in the Federal income
tax rate.

You may recall from last year's report that
the historic value of certain ABC Television
Network commitments for entertainment
programming and sports rights on the date
of acquisition exceeded their fair market
value by approximately $280,000,000, net of
related income tax benefits. Generally
accepted accounting principles require that
this amount be written off over a number of
years, rather than as the various programs
are aired. The resultant reduction in network
program rights benefited earnings by $3.85
and $5.60 per share in 1987 and 1986,
respectively. Amortization of intangible
assets arising from the ABC acquisition and
additional depreciation from the write-up of
fixed assets to fair market value amounted to
$3.15 and $3.38 per share being charged to
earnings in 1987 and 1986, respectively.
Excluding these two noncash acquisition-
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related factors, earnings per share would -
have been $15.76 in 1987 and $8.98 in 1986.

" In addition to the improvement in operating

results, the Company has made substantial
progress in strengthening its balance sheet in
the two years since the $3,371,000,000
acquisition of ABC. Since March 30, 1986
(the first quarter-end following the
acquisition), total debt has decreased from
$2,080,000,000 to $1,700,000,000, while cash
increased from $150,000,000 to $330,000,000.
This combined $560,000,000 improvement in
financial conidition resulted primarily from
the generation of cash flow from operations.
The Company’s debt to total capital ratio has
improved from 51 percent in March 1986 to
41 percent at year-end 1987. Except for
approximately $100,000,000 in commercial
paper, all of the Comparny’s outstanding debt
has.fixed interest rates which average 10.3
percent, and there are no meaningful
maturities before 1991. In these times of
volatility, the financial flexibility and access
to the capital markets provided by the
Company’s strong capital structure are
reassuring.

In: this letter we will highlight activities and
results for each of the Company’s operating
groups. Further details may be found in the
following sections of this report.

The ABC Television Network Group had a
turn-around year in 1987. Advertising
revenues for the three-network marketplace
grew very little from late 1984 through
September 1987. Despite {or perhaps in part
because of) a radical change in audience
measurement methodology, a very strong up-
front sales market for the 1987-88 season
resulted in a revenue gain for the ABC
Television Network for the fourth quarter
and the full year 1987. T<¢tal revenues for the
three networks for calendar year 1987 were
up 1 percent, with ABC increasing 3 petcent.
Continuing cost control efforts throughout
the network resulted in an expense reduction
of 1 percent versus 1986 (excluding purchase

price adjustments). These two factors
combined to return the ABC Television
Network to modest profitability for the year.

Although prime-time ratings for the ABC
Television Network have not improved
overall, several new programs have been well
received and offer promise for the future,
Measurable progress has also been made with
the younger demographic groups that are so
attractive to advertisers. ABC Daytime has
improved its ratings and is once again
ranked first in television households, as well
as in the key demographics, for the 1937-88
season. ABC Sports continued the
programming and financial recovery it began
in 1986, and ABC News added another year of
innovation and distinction to its record of
service to the American viewing public.

The Broadcast Group enjoyed another fine
year in 1987. Continued strength in audience

‘rr.;ati'ngs, plus the impact of cost reduetion

efforts at the former ABC properties,
resulted in record earnings for the television
stations. ESPN, the Company's

24-hour sports cable programming service,
enjoyed a year of outstanding growth in
revenues and earnings. A three-year
agreement to broadcast a limited schedule of
NFL games starting in 1987 further solidified
ESPN’s already well-established relationships
with cable operators and viewers throughout
the country. Results for radio were mixed in
1987, with soft demand for national
advertising (both network and stations) and
ratings disappointments in several markets
contributing to a slight decline in operating
earnings.

The Publishing Group experienced another
disappointing year in 1987, incurring a
modest decline in operating income for the
second consecutive year. A number of the
Group’s specialized business and consumer
publications failed to match the prior year’s
revenues during 1987, a year when overall
demand for national print advertising was
very sluggish. The Company's newspapers
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generally achieved modest growth in
revenues and earnings, with the exception of
the Fort Worth Star- Telegram which was
strongly affected by the combination of a
very weak local economy and the first full
year of higher costs associated with its new
production facility.

The start of another year finds us somewhat
optimistic about the near-term earnings
prospects for the Company. In 1988 the
combined benefits of the reduction in the
Federal income tax rate and the continued

. decline in net financing costs, should result

in satisfactory earnings.

During 1988 the Winter and Summer Olympics
and national elections all take place over a span
of nine months. Historically, such years have
produced unusually high revenue growth at
television networks and stations. At this time,
it appears that while sales levels will increase
as they have in the past, the effect will not be

~ as great as in previous Olympic/presidential

election years. Profitability will not be
enhanced — atleast for the ABC Television

' Network — because rights payments and

production charges for the Calgary Winter
Olympics will be well in excess of net revenues.
1t now appears that the strong up-front
television network selling season of last fall
was borrowed in part from scatter sales thus
far in 1988. Whether pressure from the Seoul
Summer Olympics on the NBC Television
Network and from political advertising will
tighten the advertising marketplace and lift
rates in late 1988 remains doubtful.

The Broadeast Group should have another

. outstanding year. Recent ratings for

virtually all of the Co’hpany’s stations are
strong; early radio network sales are good;
and the cable programming services, led by
ESPN, should achieve record performances.
The outlook for the Publishing Group remains
uncertain because of continuing revenue
softness at the Fort Worth Star- Telegram and
several specialized publications.

Cash generated during the first two years
following the ABC acquisition has been

53

greater than expected and should continue to
be a very positive factor barring severe and
prolonged national economic problems.

Qver the longer term, the Company’s
prospects are promising. The rate of decline
in-audience levels for the three networks
should moderate over the next several years,
as cable television household penetration on a
nationwide basis levels off. Total network
audience share of prime-time viewing is
projected to stabilize at about a 60 to 65
percent level, where the traditional networks
will still represent the most efficient means
by which advertisers can market merchandise
nationally. It is now estimated that future
erosion in network viewing will be offset by
annual growth in television households.

The outlook for affiliated television stations,
such as ours, is bright. Television stations
with strong news and information
programming should continue to capture '
ever-growiiig shares of local advertising
spending. We also remain optimistic that the
{Company’s cable programming services will
tontinue to grow substantiaily in scope and
profitability over the next decade.

Finally, we want to bring to your attention a
technological development that is of concern
to all television broadcasters. The next few
years are expected to see the introduction of
so-called advanced television systems, which
offer improved video and avdio-quality to the
viewer. The systems closest to operational

gtatus will use channel bandwidths which are

wider than those used by conventional
broadeasters; and which would not be
compatible with existing television receivers
or over-the-air transmission systems. The
new technology, however, can mors readily he
implemented in videocassetie or videodisc
formats, in satellite-to-home services, and by
cable systems and cable program services -—
none of which are constrained by the channel
bandwidths that restrict over-the-air
broadeasters.

We are working ‘with other broadcasters to
participate in the development of advanced
systems which are compatible with our
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transmission systems and the 140,000,000
television receivers now in use in the United
States and which are competitive in quality .
with what other media may be able to

offer. At the same time, the Federal
Communications Commission has put a held
on available UHF spectrum while it evaluates
whether broadcasters need {and should be
given) additional channel capacity in order to
provide a service of competitive quality.

The technology is changing rapidly, and we
are hopeful that ways will be found to provide
significantly improved television service to
our viewers without undermining the system
that has served thé public interest over the
Years. v

The organizational strueture implemented at
Capital Cities/ABC two years ago has worked
out well, and we sense that people at all levels
throughout the Company are now more
comfortable and effective in their jobs. Once
again, we wish to express our gratitude and
admiration for the performarice of our 20,000
fellow employees. We also take pleasure in
extending thanks to our shareholders for
their interest and support.

“Thowsas S

THOMAS S. MURPHY

Chairman

owX B R o

DANIEL B. BURKE
President




Capital Cities/ABC ) _
Broadcasting

Capital Cities/ABC's broadeasting operations,
which consist of the ABC Television Network
Group and the Broadcast Group, had 1987

net revenues of $3,433,700,000, an increase of
$280,100,000 or 9 percent over 1986.
Operating earnings of $632,900,000 in 1987,
were up $158,400,000 or 33 percent over the
prior year. Broadcasting operations’ 1987
results, compared with 1986, are summarized
as follows:

{Dollars in
millions) 1987 198(.‘7\_
Net revenues $3,433.7 3$3,153.6
Operating costs 2,680.6 2,654.9
Depreciation and-

smortization 120.2 124.2
Total costs 2,800.8 2,679.1
Operating income $ 6329

$ 4745

The 1987 and 1986 results are after giving
effect to-the acquisition-related adjustment
to fair market value of the ABC Television
Network entertainment programming and
sports rights, which benefited 1987 and 1986
earnings by $120,000,000 and $180,000,000,
respectively. Additionally, both 1987 and
1986 results include amortization of
intangibles and depreciation arising from
the ABC acquisition of*$46,000,000 and
$47,600,000, respectively. Excluding these
two noncash acquisition-related factors;
broadcasting earnings for 1987 would have
increased 63 percent to $558,800,000, from
1986 earnings of $342,100,000.

ABC Television Network Group

The ABC Television Network Group reported
significantly improved results in 1987. The
network’s original plan had anticipated no
revenue growth and little change from the
operating loss recorded in 1986, primarily
because of disappointing prime-time and
daytime ratings. However, revenues and
profits exceeded expectations due to stronger
advertiser demand for network time,
particularly in the fourth quarter, and
uniformly lower-than-budgeted operating

costs. As a result, reported revenues for 53-
week 1987 rose 5 percent to $2,200,000,000.

Continued cost containment measures
resulted in an operating expense decrease for
53-week 1987 of 1 percent (excluding
purchase price adjustments for
entertainment programming and sports
rights). The combingtion of these factors
resulted in a return to modest profitahility
for the television network. Operating income
in 1987 (before purchase price adjustments
and amortization of intangibles) exceeded
$50,000,000, compared to a loss of $70,000,000
in 1986. On a comparable 52-week basis,
revenues increased 3 percent, while operating

 costs decreased 2 percent.

The three-network marketplace grew by

1 percent in 1987, well below historical levels.
As previously stated, revenue growth has
been affected by modest growth in the overall
economy, a lower inflation rate, stronger
performances by competitive media and an
across-the-board decline in network audience
delivery. Coincidental with the industry’s
most recent ratings decline was a major
change in the way our audiences are
measured. In September 1987, the national
ratings services switched from a diary and
electronic methed to an all electronie
measurement system called a people

meter. Under this new methodology, three-
network viewing levels declined across all
dayparts in the fourth quarter; and
competitive media, particularly pay cable,
basic cable and independent television
stations, reported higher ratings over the
same period. The erosion in three-network
audience levels in the fourth quarter was
anticipated due to the change in ratings
measurement systems. Within this
¢:rironment, our longer-term objective is to
improve our competitive ratings
performance, especially in prime-time series
programming.

Prime time attracts the largest audiences and
produces the largest revenues of any daypart.
The ABC Television Network did make some
progress in its prime-time schedule during




the first half of the 1987-88 season. The
" network consistently won Tuesday and
Wednesday nights by using its established
programs on those nights to introduce three
new series. On Tuesday, Who's The Boss? and
Growing Pains regularly rated in the ten
most popular shows for young adults.
Moonlighting, an in-bouse production of ABC
Circle Films, also ranked in the top ten
programs of the current season. On Tuesday
evening, thirtysomething debuted last fall to
critical acclaim and strong audience and
advertiser appeal. On Wednesday night,
Perfect Strangers and Head of the Class
consistently won their time periods and
enabled the network to get strong viewer
sampling for two new programs, Hooperman
and Slap Mazwell. These have also been two
of the better-performing new series to date.

On the other nights of the prime-time
schedule, ratings continued to be
disappointing. Monday was competitive due
largely to Monday Night Football, but ratings
for the night declined when the NF'L season
ended. With few exceptions, the network
finished third en Thursday, Friday, Saturday
and Sunday nights. Dolly, a one-hour variety
show starring Dolly‘Parton, was moved to
Saturday night in January 1988 and has
significantly improved the network’s

= audience levels in its new time period.

Monday-to-Friday daytime programming
experienced a ratings improvement in the
fourth quarter of 1987. For the first nine
months of the year, however, the network
failed to deliver the anticipated audience
levels to advertisers and was forced to use a
portion of its daytime comriércial inventory
to make good on this shortfall. With the
switch to people meters in the fourth quarter,
the ABC daytime schedule was top-rated,
particularly with women 18-49 years old.
General Hospital, One Life to Live and All My
Children are consistently three of the four
highest rated daytime programs. ABC also
strengthened its late-morning schedule with
the premiere of Home, an informative “how-
to” program, in January 1988.

Good Morning America, the nietwork’s news
and information program in early morning,
continued to show ratings improvement.
Charles Gibson joined the show as co-host

. with Joan Lunden Jarly in 1957, and the

program’s format of newsmaker interviews,
human interest stories and other timely
features continued to be popular with young
adults.

ABC News provided comprehensive, award-
winnirg coverage of the major events of 1987.
World News Tonight with Peter Jennings was
the evening news broadeast most watched by
young. adults. This newscast is first in the
nation’s largest markets and is very
competitive in the three-network news
rankings. Nightline, anchored by Ted Koppel,
continued to focas national attention on the
most significant issues of the day. This Week
with David Brinkleyis an important
contributer to the ABC News schedule.

20/20, hosted by Hugh Downs and Barbara
Walters, performed well in its new time
period on Friday night with its lineup of
investigative reports, personality profiles and

- other features. In 1987 ABC News introduced
Capital to Capital, an innovative program

which brings the leaders of the United States
and the Soviet Union together to discuss the
world’s key 1ssues. The program is also
broadcast throughout the Soviet Union in
prime time.

ABC Sports emerged from last year’s
restructuring with a very successful 1987,
Advertiser demand for sports programming
was especially strong in the fourth quarter,
and ABC Sports’ strong lineup benefited.
The division entered the first year of new
contracts with the National Football League

.and college football. Additionally, the seven-

game World Series between the Minnesota
Twins and the St. Louis Cardinals highlighted
the fall schedule. Early in 1988, ABC Sports
presented the Washington Redskins vietory
in Super Bowl XXII in San Diego and
broadcast the Winter Olympics from Calgary.

Among the numerous awards won by the
ABC Television Network in 1987 was the

~
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President-z Volunteer Action Award for
P‘roject Literacy U.5. (PLUS). This joint
campaign with the Public Broadeasting
Service fightsilliteracy and is the Company’s
‘most comprehensive public service effort.
One special foeus of PLUS in 1987 was
literacy in the work force. PLUS used a wide
range of programming, including publi¢

. service announcements, the made-for-
television movie Bluffing It, and print
material, to heighten awareness in 1987,
Many television network affiliates, the radio
division and the Publishing Group all
contributed to the campaign this past year.
ABC programming was also honored with
nearly 200 awards in 1937, inclading

42 Emmys, two Christopher Awards and a
duPont-Columbia University Award.

While the network’s 1987 operating
performance was gratifying, it is clear that
the industry’s longer-term growth faces
challenges. Several issues are of immediate

concern to the network as it looks ahead in
T988.

To improve its overall audience delivery, the
Company must continue te provide the
television network with all the resources it
neec J to attract proven creative talent to its
program development efforts. Asan
example, the television network recently
entered into an exclusive six-year
development agreement with Steven Bochco.

. ' Mr. Bocheo, widely regarded as a leader in the

creative community, has been associated with
such acclaimed series as Hill Street Blues, L.A.
Law and Hooperman.

As programming costs continue to rise, it is
imperative that the network constantly
evaluate its other operating costs. In 1987
the network made significant progress in this
area, as cverall operating costs were lower
than 1986 levels. To further prosper, the
network must seek increased efficiency at
every operating level.

In 1988 the ABC Television Network is
providing extensive coverage of two
important events: the Winter Olympics in

Calgary and the presidential election
campaign. While these events add prestige to
our schedule, they are costly undertakings.
As a result of the $309,000,000 in rights costs,
combined with the dramatic slowdown in the
growth of the three-network marketplace
since 1984, the broadcast of the 1988 Winter
Olympies resulted in a loss in excess of
$65,000,000 (before purchase price
adjustments) for the network. Election year
coverage will regult in incremental news
coverage expense of at least $25,000,000.
These factors, combined with a continued
sluggish marketplace, will make 1988 a
difficult and challenging yesdr for the ABC
Television Network.

The Company remains hopeful that the
regulatory limitations which affect the
network's ability to acquire financial
interests in programs produced by others will
be modified. We believe that changes in
these rules would permit creative approaches
to the development of programming that are
cost-effective and beneficial to both the
Company and the production community.
Current regulatory restraints sharply limit
the network in this respect. The Company
will continue discussions with representatives
of the production community in an attempt
to reach agreement about needed changes in
this area.

Broadeast Group

The Broadcast Group again achieved
impressive operating results in 1987. Net
revenues increased 15 percent and reached
$1,270,000,000. Operating income (before
amortization of intangibles) reached
$507,000,000, a 23 percent increase over the
$412,000,000 achieved in 1986.

The effect of the cost restrueturing that was
implemented at the former ABC television
stations in 1986, along with strong local sales,
. enabled the television stations to
substantially improve their operating
earnings. The radio division’s profits were
down in 1987 as a result of soft national




advertising and ratings declines at certain of
the radio stations. The radio networks,
however, achieved a modest increase in
revenues and earnings while the radio
network industry declined. Video -
Enterprises substantially increased its
operating reventes and profitability in 1987,
as ESPN continued its dramatic growth and
the division’s other cable program services
gained. in audience appeal and advertiser
acceptance. '

Television Stations

Net revenues for the television stations
increased 8 percent over 1986, despite the
continuing economic malaise in the important
Houston marketplace. While this increase
was below the rate ¢ growth achieved in the
prior year, the gain was appreciably higher
than the industry average. The growth of
local advertising revenue also continued to
outpace that of national sales.

The full year’s effect of the major cost
restructuring effort, commenced in 1986 at
the former ABC stations, enabled the division
to decrease operating costs for the second
suceessive year. Costs declined by
approximately 2 percent, despite increasing
pressure on programming costs and the
fulfillment of the FCC waiver-related
commitment at WPVI-TV, Philadelphia.

The year 1987 was also the first full year of
operation for the television stations’ expanded
in-house national sales representation
company, Capital Cities/ ABC National
Television Sales. The unit was enlarged in
late 1986 to assume the national sales
representation responsibilities for the former
Capital Cities television stationis, The

- consolidation process required the addition of
new personnel and sales offices, and the rapid
expansion of computerized support systems.
While we believed that this move would offer
enhanced long-run revenue opportunities, the
Company was prepared to suffer the short-
term financial penalty often associated with
such dramatic changes. We are pleased to

report the unit met the challenge and even
exceeded its original revenue goals.

The Company’s television stations continue as
the largest group in the country, reaching
24.43 percent of total ADI (Area of Dominant
Influence) television homes. Expressed as the
percentage of a station’s effective coverage
potential, this reach is just under the 25
percent limitation imposed by the Federal
Communications Commission.

% of

Station Market No, of ADI AI)IOTV

and market rank TV homes homes

WABC-TV 1 6,876,000 7.714%
(New York}

KABC-TV 2 4,663,900 5.25%
{Los Angeles)

WLS-TV 3 3,084,400 347%
(Chicago)

WPVI-TV 4 2,643,700 298%
(Philadelphia)

KGO-TV 5 2,141,100 241%
(San Francisco)

KTRK-TV 10 1,466,600 1.60%
(Houston)

WTVD 35 621,000 0%
(Durham-Raleigh)

KFSN-TV 63 412,600 23%*
(Fresno)

Total 21,900,200 24.43%

Source: Arbitron ADI Market Rankings 1987-1988.
*For FCC purposes, only one-half of homes reached by a
UHF station are counted.

The stations enhanced their unique ADI
position by being the most successful
television group in audience ratings.
Acécording to November 1987 ratings data,
from sign-on to sign-off, five of our stations
dre number one, two others are tied for first
place, and the eighth station is a close second.
While weaknesses in certain parts of the ABC
Television Network schedule have eroded
some measures of advantage, strong local
programming has helped to offset the
declines. The stations have assumed
leadership roles in their respective markets
through long-standing commitments to a
strong local news presence and responsive
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local programming. The Oprah Winfrey Show,
which is the number one talk show in national
syndication, is produced by WLS-TV,
Chicago, and epitomizes high-quality
programming produced at the local level.
Seven of cur eight stations air the program.

Our television stations remain committed

to being marketplace leaders in quality
entertainment programming, public service,
and news excellence. The special emphasis
we place on local programming helps to
differentiate our stations from their
competition and reinforces the relationships
we have long held with the communities we
serve. ‘Our local news activities occupy a very
special role in this context, and the following
table reflects the ranking of our prinicipal
news programs.

News

" No.of
program rank

commercial

Station stations in
and market market

Early Late
evening  evening

WABC-TV 6
(New York)

KABC-TV 8 1 1
{Los Angeles)

WLS-TV .7 1 1
{Chicago) .

WPVI-TV
{Philadeiphia)

KGO-TV
{San Francisco)

KTRK-TV
{Houston)

WIVD 5
{Durham-Raleigh)

KFSN-TV 6 1 1
(Fresno)

KT 2

Sources: Nielsen, November 1987, except KFSN-TV which
18 Arbitron, November 1987,
{T) Tied

Competition for television viewers’ attention
continues, and the number of alternatives
competing for viewers, revenue and program
properties, further complicates this
environment. Thus far, the Capital
Cities/ABC television stations have more
than held their own in this changing
landscape; but our sense of confidence is
coupled with inereasing vigilance.

Radio

Radio division profits declined in 1987,
largely because revenue growth at the radio
stations was marginal. Althongh the ABC
Radio Networks' revenues grew at a
moderate 4 percent rate, the networks
outperformed their industry segment, which
declined 4 percent. In addition, the effect of
cost savings implemented at the radio
networks in 1986 helped to produce an
inerease in profits of 6 percent.

Revenues for the radio stations, excluding the
Minneapolis and Denver facilities which were

A.not owned for the entire 1987 and 1986 years,
" grew only 2 percent over the prior year.

Moderate revenue increases at the local level
were not strong enough to offset a weak
national marketplace. Ratings erosion at
several of the Company’s radio stations also
contributed to the soft revenue performanece.
‘While the Company owns a number of very
attractive radio properties, a weak
marketplace generally has a greater effect on

stations not ranked at the very top of the

audience scale,

In September 1987, the Company acquired
KRXY-AM/FM, Denver for $8,500,000,
bringing its complement of radio stations
to 21. Denver is the sixteenth largest

adveitising revenue market in the country.

The stations’ upward ratings movement
which began over a year ago gives every
indication of continuing.

Seven of our radio stations eontinue to
operate subject to a temporary FCC cross-
ownership waiver which resulted from the
ABC acquisition. These seven stations (AM
and FM stations in New York, Chicage and
Los Angeles; and an AM station in San
Francisco) were to have been sold by June
1987. In February 1987, however, the FCC
issued a notice of a proposed rulemaking,
which may lead to revised multiple ownership
regulations. As a consequence, the Company
requested, and was subsequently granted, an
extension of its waiver pending the outcome
of this proceeding. We hope the review of




these regulations will permit the Company to
retain the seven stations. Our acquisitions of
the past two years reaffirm our commitment
to continue to grow in the radio station
business.

The Company’s 21 radio stations reach
*25.4 percent of the metropolitan population as
shown below:

1987 Metro population

Station Market (sgel2 +)
and market rank # % of 0.8,

WABC-AM/WWPR-FM 1 14,083,600 7.0%
(New York)
KABC-AM/KLOS-FM 2
(Los Angeles)
WLS-AM/WYTZ-FM' 3
{Chicago)
KGO-AM
(San Francisco)
WIR-AM/WHYT-FM
(Detroit)
WBAP-AM/KSCS-FM
(Ft. Worth-Dallag)
WMAL-AM/WRQX-FM
{Washington, D.C.)
WKHX-AM/FM
(Atlanta)
KQRS-AM/FM
{Minneapolis-St. Paul)
KRXY-AM/FM
(Denver)
WPRO-AM/FM
({Providence)

8,831,800 4.4%

6,692,400 3.3%
4,879,800 2.4%
3,576,200 18%
3,062,600
3,006,900

2,117,200

1,936,500

1,570,700

1,249,400

" Direction

representation arrangements with Satellite
Music Network, a producer of live stereo
formats, and more recently with Dow Jones
radio reports. The dominant position of cur
radio networks is evident from the most
recent ratings information presented beiow:;

National
rank

Audience
share

10.6% 1
10.3% 2

Network

Entertainment
Information
Contemporary 9.1%

Rock 7.5% 5
M 1% 6
5.2% 12

Source: RADAR 36, fall 1987, Mon-Sun §AM-midnight;
total persons 12+, average quarierly hour.

Total 50,977,100 25.4%

Source: Arbitron, 1987-88 Populations in U.S. Radio
Markets.

The ABC Radio Networks remain the
pre-eminent group in the radio network
industry. Consisting of six basic networks
and serving approximately 2,100 affiliates
nationwide, the radio networks continue to
broaden their service base and appeal. In
addition to featuring Paul Harvey, the most
popular national commentator in radio, the
networks in 1987 secured the serviees of Sally
Jessy Raphael and Tom Snyder to further
expand their roster of noted personalities.
The unit also has capitalized on the
effectiveness and reputation of its marketing
organization by entering into national sales

Video Enterprises

Video Enterprises operations, consisting of
cable program services, program distribution,
and technology development operations, had
an extraordinary year in 1987, After
attaining profitability for the first time in
1986 on the strength of ESPN’s performanee,
all of the organization’s principal operating
ventures are now profitable. Division '
revenues and operating earnings increased
dramatically over 1986.

Cable program services include the
Company’s ownership participation in three
hasie eable program networks: ESPN, Arts &
Entertainment (A & E), and Lifetime.
Trends in subseriber growth for each of these
networks and the cable household universe
follow:

Average subscribers

(Millions) 1987 1986 1985 1984

ESPN

(Launched

Sept. 1979) 418 7. 36.0
A&E

(Launched

Feb. 1984) 268 203 87 105
Lifetime

{Launched

Feh. 1984) 309 259 230 185

Cable TV HH 427 418 3.1 230
Total TV HH 893 878 863 846

Source: Cable Profile Databuse —
International Communications Hesearch.
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ESPN, 80 percent-owned by the Company,
has become the eountry’s premier cable sports
network. The largest of the Company's cable
program ventures, ESPN now reaches
approximately 50 percent of the nation’s

- television households. Early in 1987, ESPN

provided exclusive live coverage of the
America’s Cup sailing races and later in the
year became a major participant in the
telecast of National Football League games.
The NFL-ESPN package consisted of
thirteen games: four pre-season contests,
eight regular season games and the Pro Bowl.
The acquisition of the NFL package
represented a milestone for both ESPN and
the cable industry. In 1987, ESPN madea
significant contribution to the Company’s
operating profits.

- Arts & Entertainment, which is 38 percent-

owned by Capital Cities/ABC, provides
general entertainment and cultural

" programming to an ever-increasing

subsecriber base. It recently expanded its
service day to 24 hours and was second in the
Awards for Cable Excellence (ACE)
competition — & significant accomplishment.
Lifetime operates on a 24-hour basis, and is
primarily targeted toward women viewers
and also provides a special medical program
service for doctors on Sundays. The Company
owns 33 percent of Lifetime which, like

A & E, continues to grow within its respective -

niche. In 1987, both A & E and Lifetime
achieved profitability.

ABC Distribution is responsible for the
international sales and licensing of
entertainment, sports and news programs
owned by the ABC Television Network. This

. unit is also invelved in the sale of ABC-owned

programs on videocassette.

Video Enterprises’ development and
operations unit functions as a research and
development group, probing for new
opportunities in emerging technologies in
electronic media. High speed data
transmission and new videocassette
technology are two of the areas in which this
unit is presently active.

-

Publie Affairs

The Company’s commitment as a broadcaster
to serving its local communities and as a
supplier of quality national cable
programming is, in part, reflected by the
numerous awards received in 1987. Award
highlights include:

¢ WPVI-TV — a Pennsylvania Associated
Press Broadcasters Award for investigative
reporting for the series, Philadelphia’s Dirty
Shame.

¢ WLS-TV — the Amicus Certus Award from
the Lutheran Social Services of Illinois for
its report, Say No to Drugs.

« KTRK-TV — the Mayoral Award for the
station’s involvement in the effort to
combat hunger.

¢ AXE — the D. W. Griffith Award for
programming excellence from the Naticnal
Board of Review of Motion Pictures.

¢ ABC Direction Radio Network — a CEBA
Award of Distinction spensored by the
World Institute of Black Communications.

¢ KLOS-FM — an award from the Make A
Wish Foundation for outstanding support to
special children.



blishing

Revenues of the Capital Cities/ABC
Publishing Group, which consists of
newspapers, specialized publications and
shopping guides, exceeded the $1 billion level
for the first time in 1987, but barely. Net
revenues were $1,006,600,000, up $35,900,000
or 4 percent from 1986, but lower than
planned. Expenses of $859,900,000 were up
$48,200,000, or 6 percent, Operating income
declined for the second straight year to
$146,700,000, down $12,300,000 or 8 percent
from 1986, as summarized below:

(Dollars in
millions) 1987 1986
Net revenues $1,006.6 $ 9707
Operating costs 822.1 778.1
Depreciation and

amortization 378 33.6
Total costs 850.9 811.7
Operating income $ 1467 $ 159.0

Record results were achieved by most of our
daily and weekly newspapers as well as by
certain individual specialized publications and
shopping guides. Favorable turnarounds
occurred at Sutton Industries and Word, Inec.
These positive results, however, could not
offset continuing profit erosion at the Fort.
Worth Star- Telegram, several Fairchild
Publications titles and the ABC Publishing
Agricultural Group. There was also a major
decline at ABC Consumer Magsazines and
year-end softness at Institutional Investor.

The Publishing Group’s approach toward
acquisitions continues to be a conservative
one, and activity was limited in 1987.

Priority is given to publications in geographic
areas where we currently operate and to
specialized publications which provide an
opportunity for operating efficiencies. The
Company’s unwillingness to match what we
often consider to be excessive multiples
limited our acquisition activity in 1987.

In early 1988, the Company sold Securities
Data Company. Purchased in 1983, Securities
Data has been a consistent profit contributor,
but a review concluded that such a narrow

service more properly belonged with a
company building a network of multiple
electronic data bases and products.

Specialized Publications

Overall revenues of the specialized
publications division were virtually flat
compared with 1986 levels. Total expenses
were up 1 percent and operating profits
declined 5 percent.

Excluding the effect of start-ups, Fairchild
Publications’ revenues, expenses and
operating income were relatively unchanged
from 1986. In total, Fairchild revenues were
up 4 percent, expenses increased 6 percent
and operating income was down
approximately 5 percent. The profit decline
was primarily attributable to continuing
investments in new start-up opportunities,
with gains on some eontinuing operations
offsetting declines in others.

Results for the fashion publications were up.
W enjoyed record circulation levels, revenues
and profits. Its increase in operating income
more than offset modest declines at Women’s
Wear Daily and Daily News Record. Start-up
losses of M, The Civilized Man continued to
decline. Investment spending increased in a

new start-up, Scene, a younger womeit's

consumer fashion magazine.

HFD — Retailing Home Furnishings posted
substantial revenue and profit gains, as did
Multichannel News, Footwear News and the
International Medical News Group.
Supermarkel News converted to coated stock
and, despite the higher associated expenses,
increased its earnings. Children’s Business, a
1985 start-up, posted small losses and was
ahead of plan. Electronic News experienced
continuing profit erosion. MIS Week and
Travel Agent earnings declined beeause of
industry and competitive conditions. '

Metalworking News was split from American
Metal Market and was reintroduced as a
separate weekly publication. Substantial
losses were incurred in this repositioning,

13
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but meaningful progress had been made by
year-end.

Financial Services Week, a biweekly

newspaper for financial planners, was
launched in October, incorporating Financial
Services Times, a similar maonthly publication
acquired in August. Start-up losses were
incurred. A new consumer weekly tabloid,
Travel Today, began publication in January
1988 with distribution through 26,000

" newsstands in the eastern United States.

Pre-publication expenses impacted 1987
results.

ABC Publishing experienced a moderate
decline in revenues and operating income in
1987. Expenses were below prior year levels
due to extensive cost control efforts,
combined with the impact from the decline
in volume.

‘The Chilton Company, the largest of the ABC

Publishing operating companies, achieved
record operating income in 1987. ‘Revenues
were also at an all-time high, bit growth
over the prior year was modest.

NILS (National Insurance Law Service) had
a record year in 1987 in both revenues and
operating income, NILS provides a national
data base service of regulatory information
for the insurance industry in print and
electronic form, and is also expanding to
cover the consumer credit law market.
National Price Service, which produces

- loose-leaf and data base price information for

the electrical and plumbing trades, isalsoa
part of the NILS operation.

Hitcheock Publishing also achieved revenue
and profit growth in 1987. PEMCO
(Professional Exposition Management
Company), a trade show operation acquired
during 1986, was a significant contributor to
Hitcheock's growth. During 1987, Hitcheock
acquired Personal Publishing, a magazine
serving the growing desk-top publishing
market, and introduced MITE, a pocket-sized
product inquiry publication for the
manuafacturing industry.

Los Angeles Magazine had a record ‘
performance during 1987, following a !
disappointing 1986, as advertising sales in
the local and national markets rebounded.
A New York national sales office was

successfully established during 1987. It sold

advertising space for Los Angeles Magazine
and for a combined group of California city
publications,

Operating income for Word, Inc. was up
substantially in 1987, while revenues were
below prior year levels as a result of efforts to
streamline product lines. Extensive cost
reduction programs were put in place and
were effective in contributing to improved
profit results. Word had an exceptionally
strong performance within the religious
communications industry.

- The ABC Publishing Agricultural Group

continued to suffer from the depressed
environment of the agricultural industry in
1987. Revenues and profits were down
because of market conditions. During 1987,
the Agricultural Group introdunced eight new
state editions, expanding their coverage to
the key twelve midwestern and north central
states, and positioning publications to
compete more effectively in the national
farm advertising marketplace.

" The ABC Consumer Magazih‘es group was

down substantially in 1987 in revenues and
pperating income, due to a constriction in
newsstand sales and softness in subseriptions.
COMPUTE!s PC Magazine was launched
during 1987 and immediately generated

a profit.

Institutional Investor’s revenues were up
more than 10 percent, while operating income
was flat. Advertising revenues softened
noticeably at year-end following the October
worldwide decline in the stock markets. The
magazine won the Overseas Press Club Award
for best business reporting for magazines
from abroad, bringing its total awards for
editorial excellence to 36.




Newspapers

Most of the' Company’s newspaper operations
had a record year in 1987, with the exception
of the Fort Worth Star- Telegram, where
continuing revenue softness, combined with
increased depreciation and operating costs
from its new printing and distribution plant,
produced a decline in operating income for
the second straight year. Newspaper
revenues in 1987 increased by 9 percent over

. the prior yesr, while operating income and

margins declined slightly. Excluding the
Fart Worth Star-Telegram, which is operating
in a depressed regional economy, the
newspapers division reported a gain of

8 percent in operating earnings.

Newsprint and ink expense, which account
for more than 30 percent of total newspaper
costs, were up 12 percent compared with 1986.
This represents an end to a three-year hiatus
in newsprint expense increases — 1986
expenses were actually lower than 1984. The
effect of double-digit increases will continue
in 1988, and adjusting to this expense impact
is a major challenge for our publishers.

Despite subscription price increases in most
markets, daily and Sunday circulation levels
were up everywhere, except for the combined
daily circulation in Kansas City where
duplicate circulation is declining. Net
unduplicated daily circulation, which is the
most important factor for local advertisers,
improved in that market. Circulation
penetration of households remained constant
or improved in all markets.

New records at The Kansas City Star and
Times were achieved for 1987 in all categories
of advertising, and in total revenues and
operating profit. Total advertising linage
showed a 5 percent increase over 1986 and
revenues were up 10 percent over the previous
year. Gains over the previous year were also
recorded in circulation. After uniform home
delivery rates in the seven-county area of
Kansas and Missouri were estabiished

March 1, 1987, an all-time high for Sunday
circulation — 420,400 net paid — was set in

March. Steady circulation gains have been
shown in both the morning and Sunday
editions, but the afternoon Star has declined
slightly. The Kansas City newspapers’ staff
again received a number of significant
journalism awards, including the Livingston
Award for Young Journalists, first place in
the National Headliners Awards and the
National Press Club’s consumer journalism
award.

Revenues at the Fort Worth Star- Telegram
‘were up about 2 pereent in 1987. The increase
was largely circulation-related, as the soft.
Texas economy kept advertising revenues
relatively flat. Expenses were up motre than

8 percent, principally because of higher
newsprint and depreciation expense. Local
management instituted a six-month wage
freeze during 1987 and offered incentives for
early retirement. Circulation of the morning
paper surpassed that of the evening edition

for the first time. Combined and unduplicated
daily and Sunday cireulation also reached new
highs. A complete graphic redesign of all
editions was introduced during 1987 to take full
advantage of the new color and offset press
¢apahbilities. The Star-Telegram won more
writing awards than any other paper in the
state in the annual Headliners Foundation of
'Texas contest, including four first-place awards.

The Oakland Press in Pontiac, Michigan,
achieved substantial advertising and
circulation gains, and had a record profit
despite the costs of launching a morning
single-copy edition in April 1987. Three small
Michigan weeklies were purchased in
September 1987 and are operated separately.
Profits from regional real estate publications
also increased.

Once again, the Belleville News-Democrat had
record advertising linage, total revenue,
operating income, and daily and Sunday
circulation levels. The recently redesigned
Sunday and TV magazines are profitable and
growing.

The Times Leader, in Wilkes-Barre, added a
Sunday edition in August 1987 and recorded
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its first annual operating proflt sinee former

_ employees went on strike and began
;pubhshmg their own daily newspaper in
October 1978. The newspaper’s growth in
.market leadership and profit is expected to
continue. In 1987 The Times Leader received

~ the Dlstmgulshed Service Award for Public
-Service in Newspaper Journalism from The
Society of Professional Journalists, Sigma

~ Delta Chi.

‘Shore Line Newspapers added six new
publications in October 1987 (three biweekly
real estate pubhcatmns two weekly shoppers,

~ and one monthly women’s magazine),
mcreasmg_ the chain of weeklies to 26
‘mastheads, and expanding its coastline
market inland to Hartford, Connecticut, and
to Springfield, Massachusetts. Net revenues
for 1987 were up more than 12 percent and
operating income for the group improved
‘substantially from 1986.

The Oregon Newspaper group of two small
dailies and six weeklies had a modest decline
in operating income on flat revenues.

_ Shoppmg Guides

Results-at Sutton Industrles were up
substantially in 1987, Advertising revenues
increased more than 5 percent. Expenses
‘were below 1986 levels due to the
discor:itinuation of commercial printing and
the reorganization of production operations.
‘Sutton now distributes over 1,500,000 copies
of the PennySaver weekly in southern and
northern California. Pennypower Shopping
News, headquartered in Wichita, Kansas, had
a disappointing year, due in part toa
reduction of advertiser-supplied inserts. The
Nickel publications in Seattle-Tacoma and
Spokane, Washington, and in Portiand,
Oregon, had another excellent year.
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' Financial Overview

il

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

Results of Operations —
1987 Compared to 1986

Consolidated net revenues for 1987 (58-week
year ending January 3, 1988) were
$4,440,346,000, compared with $4,124,374,000
in 1986 (52-week year ending December 28,
1986), an 8%:increase. Broadecasting net
revenues for 1987 were $3,433,749,000,
compared with $3,153,619,000 in 1986, a 9%
increase. Publishing net revenues increased
only 4%, from $970,755,000 in 1986 to
$1,006,597,000 in 1987. On a comparable
52-week basis consclidated net revenues
increased 6% in 1987.

Revenues for the ABC Television Network,
which had been down slightly for the first .
nine months of 1987, rebounded in the fourth
quarter due to strong advertising demand.
As a result, net revenuss in 1987 for the ABC
Television Network, on a comparable 52-week
basis, increased 3% compared with 1986,
despite the persistence of disappointing
-ratings levels, primarily in prime time.
-Strong local advertising growth in the larger
television markets and increased advertising
revenues and cable affiliate fees at ESPN also
contributed to the 1987 increase in
broadcasting revenues. The ESPN increase in
1987 includes the effect of televising 12 NFL
games. The Company’s radio operations
reported slight revenueé gains due to the weak
demand for national advertising. Newspaper
‘revenues increased modestly, principally as a
result of circulation rate increases. These
gains, however, were largely offset by
advertising shortfalls at certain of the
specialized business and consumer
publications.

Total costs and expenses for 1987 were
$3,694,356,000 compared with $3,521,696,000
in 1986, a 5% increase. Excluding purchase
price adjustments and the impact of the 53rd
week in 1987, total costs and expenses for the
Company increased slightly over 1%.
Broadcasting costs in 1987 (excluding
purchase price adjustments) increased 2%

from 1986. Virtually all of the increase in
broadcasting expenses was related to costs
associated with ©SPN’s telecast of 12 NFL
games. Broadcasting eosts were favorably
influenced by the impact of eontinued cost
containment programs at the ABC Television
Network and at the former ABC television
stations. Costs and expenses for 1987 for the
Company's publishing operations were 6%
higher than 1986, with most of the increase in
the newspaper group. Higher newsprint
costs, delivery expense, and costs associated
with the new production facility at the Fort
Worth Star- Telegram were responsible for
most:of this increase.

Operating income for 1987 was $745,990,000
compared with $602,6738,000 in 1986, a 24%
increase. Breadeasting operations reported a
33% inicrease while publishing operations
declined 8%. Results for 1987 and 1986 reflect
a reduction in entertainment programming
and sports rights at the ABC Television
Network from historic costs to fair market
values recorded in connection with the
acquisition of ABC of $120,000,000 and
$180,000,000, respectively. These reduced
costs (net of income taxes) benefited per
share earnings by $3.85 and $5.60 in 1987 and
1986, respectively. Results for 1987 and 1936
include a charge of $3.13 per share and $3.19
per share, respectively, for amortization of
intangible assets arising from the ABC
acquisition. The effeet of the amortization of
all intangible assets of the Company was to

Operating Income
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reduce earnings ber. share by $3.86 and $3.90
-in 1987 and 1986, respectively.

" Net financial expense (interest expense less
interest income) for 1587 decreased
$1,540,000 from 1986. The decrease is .
primarily attributable to the effect of the
repayment of 4 substantial portion of the |
outstanding commercial paper and higher
‘interest income from investment of cash,
offset by lower capitalized interest. Interest
of $8,067,000 and $11,414,000 was capitalized
in 1987 and 1986, respectively.

The Company’s effective tax rate was 50.5%
in 1987 and 57.0% in 1986. The reduction in
the effective tax rate is primarily due toa
reduction in the Federal tax rate preseribed
by the Tax Reform Act of 1986,

Consolidated net income for 1987 amounted
to $279,078,000, an increase of 53% from the
$181,943,000 (before extraordinary items)
earned in 1986. Earnings per share for 1987
were $16.46, a 47% gain over the $11.20
 {before extraordinary items) reported in

% 1986. Average shares outstanding for 1987
were 16,950,000 compared with 16,250,000 in
1986, the increase primarily reflecting the
dilutive effect of outstanding warrants. In
the first and third quarters of 1986, the
Company reported (net of income taxes) an
extraordinary gain of $279,996,000 and an
extraordinary charge of $14,250,000,
respectively (see Note 5 to the Consolidated
Financial Statements).

- Résults of Operations—

== 1986 Compared to 1985

The results of operations for 1986 include

those of ABC, which was acquired on January

3, 1986, and execlude those of the previously
owred cable television division and certain
other broadcastmg properties which were
divested (see Notes 3 and 5 to the
Consolidated Financial Statements). The pro
forma 1985 financial informatien which
follows is based on historieal data and is not
necessarily indicative of the results which
would have been achieved had the ABC
acquisition taken place as of January 1, 1985.

Net revenues for 1986 were $4,124,374,000,

" comparead with $1,020,880,000 in 1985. Ona

pro forma basis, assuming the acquisition of
ABC had taken place on January 1, 1985, net
revenues for 1985 would have been

apprommately $4,088,900,000. Net revenues

| for 1986 for the Company’s broadecasting

operations were $3,152,619,000, compared
with $3,129,800,000 on a pro forma basis for
1985. The ABC Television Network was
affected by the relatively weak demand for
network advertising as well as disappointing
ratings levels. As a result, net revenues for

| the network declined 4% from 1985. The
Company’s other broadeasting operations —
television and radio statiens, radio rietworks

and video operations — reported 1986 net

1 revenues 13% higher than pro forma 1985.

Strong loecal advertising growth in the larger
television markets, as well as increased
advertising revenues and affiliate fees
charged to cable systems by ESPN, primarily
accounted for the increase in net revenues.

‘The Publishing Group reported 1986 revenues

of $970,755,000, which was 1% greater than
1985 on a pro forma basis. Revenues at most
publications were adversely affected by
weakness in advertising demand.

Total costs and expenses for 1986 were
$£3,521,696,000, compared with $743,379,000 in
1985. On a pro forma basis, total costs and
expenses for 1985 would have been
$3,518,500,000. Costs and expenses for the
Company’s broadcasting operations in 1986
were $2,679,084,000, compared with 4
$2,699,100,000 on a pro forma basis for 1985.
While cost containment programs at the ABC
Televisiont Network reduced operating
expenses below those originally planned, 1986
network costs (exeluding purchase price
adjustments), increased 4% over 1985 levels.
Cost efficiencies were achieved at the
Company’s other broadcasting operations,
egpecially at the former ABC television
stations. Total costs and expenses for 1986

| for the Company’s publishing operations were

$811,756,000, compared with $792,400,0000n a
pro forma basis for 1985, a 2% increase.

1 Operating income for 1986 was $602‘,'6.‘78,000,

compared with $277,501,000 reported in 1985.
On a pro forma basis for 1985, the Company’s




operating income would have been
'$570,400,000, with broadeasting showing an
increase of 10% and publishing a decrease of
5%.

Results for 1986 reflect the fair market values
assigned to ABC’s assets. Adjustments
related to the determination of the fair
market value of entertamment programming
and sports rights at the ABC Television
Network benefited earnings in 1986 by
approximately $180,000,000, or $5.60 per share
{net of income taxes). Results for 1986 also
include a charge of $3.19 per share for
amortization of intangible assets arising
from the acquisition of ABC. The effect of
the amortization of all 1ntang:b1e assets of
the Lompany was to reduce earniings per
share by $3.96 and $1.51 in 1986 and 1985,
respectively.

Net financial expense (interest expense less
interest income) for 1986 increased
$172,867,000 compared with 1985, as a result
of the increased debt ineurred in connection
with the acquisition of ABC. Interest of
$11,414,000 and $4,554,000 was capitalized in
1986 and 1985, respectively.

The Company's effective income tax rates (on
income before extraordinary items) for 1986
and 1985 were 57.0% and 48,6%, respectively,
with the majority of the increase attributable
to substantially higher amortization of
intangible assets resulting from the
acquisition of ABC. Excluding total
amortization, substantlally all of which is not
deductible for tax purpesss, the effective tax
rate for 1986 would have been 49.5%.

Consolidated income before extraordinary
iterns for 1986 was $181,943,000, compared
with $142,222,000 a year earlier. Earnings
per share before extraordinary items were
$11.20, compared with $10.87 in the prior
year. In transactions related to the
acquisition of ABC, the Company sold certain
operating properties which resulted in an
extraordinary gain in the first quarier of
1986 of $279,996,000 (net of income taxes of
$156,800,000). The settlement of The Kansas
City Star independent contract carrier-
litigation in the third quarter of 1986
resulted in'an extraordinary charge of

$14,250,000 (net of income taxes of
$14,252,000). Average shares of common
stock outstanding for 1986 were 16,250,000,

_ compared to 13,080,000 shares in 1985.

Available Cash Flow

Available eash flow is defined as cash from
opérations, less amounts reinvested in such
operatmns for capital expenditures and
program licenses and rights. In 1987, the
Company’s available cash flow amounted to
$292,770,000, representing an increase of
$79,111,000, or 37%, over the $213,659,000
reported in 1986. This increase was primarily
attributable to higher cash flow from
operations,

Unlike most industrial companies, the
Company historically had not been required
to reinvest large amounts of eapital each year
in physical assets, inventories and
programming licenses and rights to maintain
the same level of production or operations. As
a result of the acquisition of ABC, the
Company will require significant capital
spending to complete eonstruectior; of several
major facilities started prior to the
acquisition, and to construct a new building
which will house the Company’s corporate
offices as well as the television network's
administrative staff. Additionally, the ABC
Television Network has historically required a
substantial investment in entertainment
programming and sports rights.

Available Cash Flow
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The Company’s available cash flows have
historically been almost equal to or higher
than reported net income. In 1987 and 1986,
available cash flow exceeded net income by
$13,692,000 and $31,716,000, respectively. The
continued generation of such available cash
flowhas allowed the Company to make
selective acquisitions, invest in new business
start-ups, reduce debt and, when deemed
appropriate, repurchase its common stock.
The continued judicious employment of
available eash flow should enhance the
Company’s future growth in earnings and
stockholders’ equity and enable it to reduce
outstanding debt.

The available cash flow for 1987 of
$292,770,000 was increased by $104,139,000 of
reduced working capital and $76,026,000 from
other sources, and resuited in total cash
provided of $472,935,000. The reduction of
commercial paper and repayment of other
miscelianeous long-term debt required
$124,904,000, the purchase of common stock
and warrants required $14,464,000,
acquisitions of operating properties required
$12,515,000; and along with dividends of
$3,231,000 resulted in total cash applied of
$155,114,000. The excess of cash provided over
cash applied resulted in an increase of

- $317,821,000 in cash and cash investments

from December 28, 1986.

Capital Expenditures and
Program Commitments

In 1987, capital expenditures amounted to
$116,309,000 comparad with $153,082,000 in
1986. The largest poftion of 1987 capital
spending was in the Company’s broadeast
operations where $102,425,000 was spent. Of
this\amount, $28,671,000 was for facility
improvements at the television network,
$11,700,000 for the rebuilding of the WLS-TV
broadcasting facilities in Chicago and
$50,443,000 for broadcast equipment to
support current operations. The Company
spent $11,611,000 towards the construction of
a new building adjacent to the New York
broadecast center which is expected to be
completed in early 1989. In 1987, the
Publishing Group spent $13,114,000 for on-
going operations,

Capital
Expenditures
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The Company anticipates that 1988 capital
expenditures will approximate $175,000,000.
This amount includes $58,000,000 for the
continued construction of the new building
along with $32,000,000 for other television
netwé:k facility improvements, the
completion of the WLS-TV facilitiesand a
new studio at the ABC Television Center in
Los Angeles. The remaining expenditures for
broadcast and publishing-equipment to
support ongoing operations is expected to be
$90,000,000, which approximates annual
depreciation expense,

As the operator of the ABC Television
Network, ESPN and eight television stations,
the Company will continue to enter into
programming commitments to purchase the
broadcast rights to various feature films,
sports events and other programming. Total
commitments to purchase broadcast
programming were approximately
$1,315,000,000 at the end of 1987. 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 various external
sources of funds which are available.

Capital Structure

The Company’s capital structure is made up
of four components: stockholders’ eguity,
interest-bearing debt, minority interest and
deferred income taxes.




Stockholders’ equity amounted to
$2,224,921,000at January 3, 1988, an increase
of $276,294,000 from the 1986 year-end total
of $1,948,627,000.

At January 3, 1988, total interest-bearing
debt was $1,696,901,000, a decrease of
$124,904,000 from 1986, As more fully
described in Note 4 to the Consolidated
Financial Statements, total interest-bearing
debt at January 3, 1988 includes $101,916,000
of commercial paper supported by a

© $1,000,0600,000 bank revolving credit
agreement, $1,575,000,000 of public and
privately placed notes and debentures and
$19,985,000 of other long-term debt. At
January 3, 1988, the weighted average
interest rate of the commercial paper, and of
all other long-term instruments, was 7.6%
and 10.3%, respectively.

At January 3, 1988, deferred income taxes
amounted to $15%,080,000 and minority
interest in the Company’s consolidated
subsidiaries was $48,023,000.

The Company’s ratio of debt to total capital
for the last five years was as follows:

Debt to
total

Taotal capital
capital ratio

{Dollars in
millions) Debt

1987 oo $1696.9  $4,1289  41%
$3.964.7  46%
$1,6447  43%
$ 9974  22%

$ 883.8 25%

Return on Equity

Return on equity is an important
measurement of the effectiveness with which
the stockholders’ equity is being employed.

It is expressed as the percentage relationship
that net income (before extraordinary items)
bears to average stockholders’ equity. The
Company’s return on average stockholders’
equity was 18.4% and 9.7% in 1987 and 1986,
respectively. In years prior to 1986, the
Company's return on equity had benefited
both from its historical ability to finarce its
growth from internally generated eapital and
debt rather than new equity capital, and

from its program of repurchasing its common
stock.

In 1986, net income (before extraordinary
items) increased only $39,721,000 from the
prior year, while stockhiolders’ equity
increased $1,059,367,000 from the level
reported at December 31, 1985 mainly as.a
result of transactions related to the
acquisition of ABC. The significant resulting
decline in return on equity was reversed in
1987 as the Company’s historical operating
patterns returned.

Intangible Assets

At January 3, 1988, the Company's intangible
assets, before accumulated amortization,
totaled $2,450,677,000, of which $2,060,336,000
arose from the acquisition of ABC. These
intangible assets accounted for more than
45% of the Company’s total assets,

Intangible assets represent the excess of the
purchase price over the underlying value of
tangible assets acquired. In accordance with
Accounting Principles Board Opinion No. 17,
the Company amortizes intangible assets
acquired since 1970 over periods of up to 40
years. This practice is arbitrarily mandated
by Opinion No. 17 without regard to whether
these assets have or have not declined in
value.

All of the Company’s intangible assets have
resulted from the acquisition of broadeasting
and publishing properties. Historically, such
intangible assets have increased in value and
have long and productive lives. We believe
that the Company’s intangible assets have or
will appreciate in value, and that the
requirements of Opinion No. 17, when applied
to such publishing and broadcasting assets,
significantly understate net income and
stockholders’ equity.

Of total intangible assets, at January 3, 1988,

- $2,368,765,000 was subject to amortization.

The amortization of such intangibles had the
effect of reducing 1987 net income by
$65,406,000, or $38.86 a share. The
amortization of substantially all intangible
assets is not a deductible item in computing
income taxes,
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Financizi_l V:Summar-y 1977-1987

(Dollars in thousands except per skare data)

1986

RESULTS FOR THE YEAR
et revenues

Broadeasting .

~ Publishing

$3,433,749
1,006,597

$3,163,619
970,755

$ 378,297
642,583

4,440,346

4,124,374

1,020,380

Operating income
Broadeasting ..

Pubhshmg

" Income from operations
Amortization of intangible assets

General corporate expense ..,

Total ....

$ 679,437
165,596

$ 519,735
177,201

$ 159,337
149,855

845,033
(65,406)
(33,637)

696,936
(63,402)
(30,856)

309,192
(19,710)
(11,981)

745,990

602,678

277,501

Income before extraordinary items (a)
Income per share before extraordinary items {(a)(b)
Cash dividends declared per common share (b)
Average shares (600’s omitted) (b)

Return on average stockholders’ equity (c)

279,078
$16.46
$ 0.20
16,950

13.4%

181,943
$11.20
$ 0.20
16,250

9.7%

142,222
$10.87
$ 0.20
13,080
17.5%

SELECTED CHANGES IN F‘NANCIAL POSITION

Cash provided
Operations

Available cash flow ..
Increase in long-term debt

$ 453413
292,770

$ 369,478
213,659
1,474,184
625,678

223,296
146,179
493,329

7,292

Dispositions of operating properties
Cash applied o

Acquisitions of operating properties

Parchase of common stock for treasury

Capital expenditures

Reduction of long-term debt

‘Dividends on common stock

12,515
576
116,309
124,904

$3,383,531
1,075
153,082
367,528
8,219

$ 51,109
484
75,384
7,872

AT YEAR-END
Working capital
Total assets
Long-term debt,
Stockholders’ equlty
Number of shares outstanding (000’s omitted) (h) .
Price range of common stock (b)

Closing market price
High for the year
Low for the year

$ 640,574
5,378,372
1,696,901
2,224,921

§ 416,230
5,191,416
1,821,805
1,948,627

16,126

$267%
279%
2084

2,595

$ £30,986
1,884,931
714,298
$89,250
12,998

- §29416
229
1524

(&) Extraordmary items amounted to $265,746,000 (516.35 per share) in 1986, $7,685,000 {$0.58 per share) in 1984,

$2,430,000 ($0.18 per share) in 1980 and §3, 320 000 ($0.22 per share) in 1977.
(b) All per share information has been adjusted for the two-for-one stock split in 1978.
(¢) Income before extraordinary items divided by average stockholders’ equity.




1984 1983 1932 1981 1980 1979 1978 1977
' : $ 348,106  $ 302785  $274298  $214,498  $I67,010  $151,327  $133,360  $112,522
- 591,616 459510 389282 359,286 305,098 263,563 234116 193,624
939,722 762,295 663,580 573,784 472,108 414,890 367,476 306,146
| $ 151,982  § 132,203  $124666 = $102394  $ 85626  $ 80,551  $ 70312  $ 56,989
® 143,012 108,611 82,918 71,252 61,418 53,513 51,542 46,088
294 994 240,904 207,584 173,646 147,044 134,064 121,854 103,077
(17,633) (12,174)  (10,668) (6,992) (3,464) (8,077) (2,993)  (2,639)
(9.849) (8.366) (7:128) (7,468) (6,205) (5,334) (4563)  (3,673)
| 267,512 220,364 189,788 159,186 137,375 125,653 114,208 96,765
® $ 135193  § 114704 $ 96317  $ 80518  $ 70,783  § 63758  § 54,033 § 43234
- $10.40 $8.53 $7.25 $6.12 $5.38 $4.68 $3.80 $2.91
$ 0.20 $0.20 $0.20 $0.20 $0.20 $0.20 $0.175 $0.10
13,000 13,455 13,280 13,150 13,165 13,615 14,220 14,852
19.9% 19.6% 19.5% 20.1% 21.5% 22.9% 21.8% 19.4%
@ _ L -
: $ 196600  $ 160,363  $137,529  $108208  $ 86,589  $ 77,888  § 66,811 § 53,763
.- 142734 124,945 103,677 79,940 71,297 59,710 50,497 45 554
18,065 202,527 1,944 111,640 3834 1,800 2,696 90,628
5,000 3,200 C— 13,808 — — 15,526 14,389
® $ 146843 $ 22016 $ 21588  $157,128  $ 32,308 —  $10017 $132,159
- 46,135 43,619 876 125 14753  $ 24736 31,097 17,111
53,866 47,595 51,651 48,634 923 611 18,178 16,314 8,209
16,030 32,766 55,867 67,935 23122 26,928 25,970 23 775
2,570 2,656 2,627 2,603 2573 2,669 2,438 1,467
® $ 240985  § 265847 $ 16353 $ 4,288  $ 35408  § 34428  $ 18980 § 8,998
1,208,172 1,052,912 776,013 697,620 519,958 473,134 444797 435,096
222 995 220,960 48,449 102,372 58,667 77,955 102,983 126,257
734,455 625255 544,267 443,822 359,081 298,497 259,691 236,334
12,867 13,103 13,180 13,025 12,902 18,058 13,514 14,212
Kd $1645% $144 $119% $73% $58% $48% $39% $30
174% 157% 136% 80% 72 49% 473% 30%
123% 114% 643% 56% 40 364 2744 2214
@
l @ 23
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Consolidated Statement of Income

{ Dollars in. thousands except per share amounts)

See accompanying notes

1987 1986 1985
Net FEVENUES covremernreeerrrie R S $4,440,346  $4,124374  $1,020,880
Costs and expenses ' :
Direct operating eXpenses ... ecrermisnmessenne 2,004,444 2,534,508 428,992
Selling, general and administrative .......coeonomreeensreens 871,606 828,590 256,687
 DEPTECIAtION .cvcvcivieecrenieenrenssrncses s sstesssas e assesssssssasssrarsssresaste 92,900 95,201 37,990
Amortization of INtangible ASSEts .......ccvvvviresressessssssesesmsesasessasans 65,406 63,402 19,710
S 3,694,356 3,521,696 743,379
Operating income .........coerrverrrrenrenn ceebemrsnniesasrenns 745,990 602,678 277,601
Other income (expense)
Interest expense rersersresnssbestsstsestabess (190,806) (185,511) (22,738)
Interest income .................... eamsameatrenssreerteenessetssntases sesesass Trseanaes 15,774 8,939 19,033
Miscellaneous, net ..... cerassrasertesnsesnssisansesiesesnnontisani {6,980} (3,363_) 3,026
(182,012) (179,935) {679)
Income hefore inCome taxes .......cocevvereesesessvcanss . 563,978 422,743 276,822
Income taxes
Federal ....... . treninaerensinasas _ _ 235,400 206,400 117,700
State and local RNt r et eebr e e e er s resrs e rersartsen 49,500 34,400 16,900
. 284,900 240,800 134,600
Income before extraordinary items ... vccesciesincacsioressssssesassans 279,078 181,943 142,222
Extraordinary items, net of taxes ......ccoeueeen. eeeeeeertessaassseressase s e seanes —_ 265,746 —
NELNCOME «.vvverernrenseeesemseressenssssssmssssessssssssenses rarsessssassarssssseneanessssreons $ 279,078  $ 447,689 $ 142,222
Income per share .
Before eXtraordinary 11eINS. ... reriesessssssssrsssssessssserssss $16.46 $11.20 $10.87
EXtraordinary iteINS .....crensssrsnsrsssssmsisssssssssssssssesisesssseses —_ 16.35 —
Net income ....cvvvrvercrernnn remiisievannesasessansanatsasaesasesrnesstessessenes $16.46 $27.55 $10.87
Average shares outstanding (000's omitted) ....ooevermeeerrrreceesrneencsns 16,950 16,250 13,080




Consolidated Statement of Changes in Financial Position

.‘
(Dollars in thousands)
B 1987 1986 1985
Cash provided
] Operations
Income before extraordinary items ......ccvvcicnnncecscsscnenns $ 279,078 $ 181,943 $ 142,222
Depreciation; ; teeranrassesrrentesaressesneasbenerinns 92,900 95,201 37,990
Amortization of mtanglble assets .......... 65,406 63.402 19,710
Other noncash items, net ....... " 16,029 28,932 23,374
_ Total eash from operations ' 453,413 369,478 223,296
4 Capital eXpenditures ..........ceremcmmesscereree (116,309) (153,082)  (75,384)
Program licenses and rights, net ..... S (44,334) (2,737) (1,733)
Available cash flow from operations ........ rrerereresnn 292,770 213,659 146,179
Dispositions of real estate ... reesnrssnsrerersssnsantsnnanas 16,520 162,165 —
Changes in other working capital items .......cccvvincccnnnisninnnne 104,139 (86,640) (2,324)
) -~ Issuance of long-term debt ..... eeestreensarserneneat e e ennrrns esratsrras — 1,350,507 493,329
Dispositions of operating properties, net of current £AXES crrrerrrerenss — 625,678 7,222
Common stock sold to Berkshire Hathaway Inc. ......cccoveveecvcccconnene - 517,500 —
Long-term debt assumed on acquisition of ABC .............. - — 123,677 —_
Issuance of common stock warrants ; ' — 97,193 —
Other, net . eerennsrens 59,506 29,495 - 3,114
) ' 472,935 3,033,234 647,520
Cash applied _
Reduction of long-term debt .......ovceiovirrceirenvessssenns 124,904 367,528 7,872
Acquisitions of other operating properties ... oo, 12,515 12,559 51,109
Common stock warrants purchased and redeemed .......cccoerriinencrenees 13,888 16,681 —
Dividends ..... irnerenesremsansarersians eimestissnasres 3,231 3,215 2,595
B Purchase of common stock for treasury ...... 576 1,075 484
Acquisition of ABC .. eeereeceeeecesveesrereresnssnssnsnsssassnss — 3,370,972 53,000
Litigation settlement, net of taXeS ....cecviesiriecrnnsesssscenssecsasseas -— 14,250 —
155,114 3,786,284 115,060
Increase (decrease) in cash and casli investments .......cccoeceiiieecnne 317,821 (758,050) 532,460
] _
Cash and cash investments . _
Beginning of period .................. reeereaseniensane 15,8090 768,859 236,399
End of period ......cccererrrerarnnenn eeststaisestesesesesesesereresssarsrantasae st sasasrensrenneres $ 333,630 $ 15,809 $ 768,859
P See accompanying notes
)




o Capxtal Cmes/ABC

- 'Consohdated Balance Sheet

January 38, 1988 and December 28, 1986 |

(Dollars in thousands} } . _ . . o .
Assets - 1987 1986
Current assets :

- Cash ... setsessisessesesssievebbssMemstesiitssesestesissatasiasimsretestsbesiorinssiantns $ 9946 $ 8,843
Short-term cash investments . 323,684 6,966
Accounts and notes receivable (net of allowance for doubtful accounts of

$37,798 in 1987 and $32,764 in 1986) ......... tteiunsnensasnsnnnestanarsnsreners _ ene 695,426 782,300
Program licenses and FIZHES ...cceeereivesiessriassnnsesssssessmsserssessssssnsesansssssarssssnsssnossasssssnessass 369,844 345,499
OTHEr CUITENT GSSELS ..ivvcirerrccereeriessrastessessesscresessasasesssaasssessessssssssessan sarssessessssosessosstsssessessaes 146,602 114,510

Total current assets .......... ; _ — 1,545,502 1,262,_118

Propeff:y, plant and equipment, at cost

LANA oo cicereereeece st erersesesseesessesestesosnssasssssssasssssssrsesesasars st s st s s e e bR e r s e ne e ren ereevaunes 395,097 383,038

. Buildings and improvements .........c.ccevesrennsanses _ 459,766 422,031
Broadcasting and publishing equipment ... crrrsresisens 456,360 441,413
Other, including construction-in-progress ..., 113,325 96,897
1,424,548 1,343,379

Less accumulated depreciation ... eceeerscosrierrmssmsststesemsstrssssnsssnssessssesseass 287,415 206,807

Property, plant and equipment, Net ... 1,137,133 1,136,572

Intangible assets (n'et of accumulated amortization of $177,878 in 1987

ANA FI1Z,4T210 19BE) ..oeoneerrressusssssssmssssssasssssssensessasssasssssssssssessssssossesssssssessasesssssonsossasssses 2,272,799 2,339,893
Program licenses and rights, noncurrent ...... S —— 208 984 323,619
Qther assets .......... eetrreerareesermtben b e e re i eeb e e a et s bes 123,954 129,214

$5,378,372  §5,191,416

See accompanying notes
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Liabilities and Stockholders’ Equity

1987 1986

Current liabilities

Accounts payable ieinvarnserns teessassessteeresaetesntssaeantarisinvariatessasaeransrsnssreesrassanrsarn
Accrued compensation........ceevennese eberebasersiaS SRS TR e SRS e me b ber bes Rt RTe P

Accrued interest .......o....... S

span

..........

Accrued expenses and othér current habxhtles .............................................................

Program licenses and FIghts .....cicreeeeieiesnsemiisesesssssssssenns

......

Taxes on income.... veireseerasserseneessatntssteresreressentesnnasssnsreanbrebests

Long- term debt due within one year

Total current Habilities.. e iricriesresieremnisseisresssnssssans

oooooo

..........

Deferred compensation.... _ - - rimteetttstesteseseesnnes sivesararantesans

' Deferred income taxes..... irvasererserenrebessersrbes

Unearned subseription revenue.

-----

nnnnnnn

----------

Program licenses and rights, noncurrent..............................................;_. ..........................

Other Liabilities . oo minrnrraiessnscsessessteseesesserssorerassnssessertess

Long-term debt due SITEr ONE FOAT....... i ssssssssesse s stsessstessessssssossraossenens

Total 1iabIitIeS e nerverne e resecseenen S

...........

Minority interest teeestsstsstesessintestnsans e et kS S S SRA LS BR e aresnsbasResReTRTReTATESTRS

Stockholders’ equity
Preﬁerred stock, no par value (4,000,000 shares authorized) ......

Common stoek, $1 par value (80,000,000 shares authorized) ....u..cseeererererreessivnronaes
Additional pazd -in capital. rerenressiarernesatratasuesrarstaeaase
Retained earnings reenivensesasensssrtassanernes tesressnessieesstesasseretssnssshasaTssanas inaatsenernans

Less common stock in treasury, at cost (2,200,957 shares in 1987

and 2,267,243 shares in 19B6) ..cweerersrersessinsenmminssissssssssssesnssssssgeesiensassmssssssssssessssasss

Total stockholders’ equity......ccecverveerersennenenes

srsisennee

$ 80404 § 94837

114,753 115,256
56,280 - 54,324
208,338 242 878
272,478 262,352
171,124 74,266
1,542 1,975
904,928 845,888
66,079 56,672
159,080 152,458
40,617 39,483
142,668 201,418
96,697 85,249

1,695,359 1,819,330

3,105,428 3,200,998

48,023 ‘41,791
18,394 18,394
646,124 647,021

1,717,544 1,441,697

2,382,062 2,107,112

157,141 158,485

2,224,921 1,948,627

$5,378,372  $5,191,416
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 Capital Cities/ABC N |

Consolidated Statement of Stockholders’ Equity

= . (Dollars in thousands) -
L ' : Additional
Common paid-in Retained Treasury
stock capital earnings stock Fotal
 Balance December 31, 1984 ..., $15,394  $ 26111 § 857,600 $(164,650) $ 734,455
. Net income £or 1985 ..couummmresermcriesssssessssssssesss — — 142,222 — 142,222
- '58,314 shares issued under Employee Stock :
Purchase Plan .. i — 5,627 — 1,711 7,338
.- 74,604 shares 1ssued on exerc:se of employee
S Stock options ... o — 6,106 — 2,218 8,324
2,444 shares purchased for treasury ................... — _ —_ (484) (484)
Cash d1v1dends _ — _ — (2,595_) — (2,595)
Balance December 31, 1985 .. — 15,394 37,844 997,227  (161,205) 889,260
Net income for 1986 ....... R - — 447,689 — 447,689
3,000,000 shares sold to Berkshlre Hathaway :
Ine. . - 3,000 514,500 — — - 517,500
'Warrant actxvn:y
2,906,703 warrantsissued ........co..covceeeeruncmreenass — 97,193 — —_ 97,193
116,013 warrants redeemed ......cocervesiverecrersenne : — {3,879) — — {3,879)
246,100 warrants purchased .......cocvrveisernsiorsnens — (12,802) — — (12,202)
449 warrants exercised ... — 99 — 13 112
44 674 shares issued, under Employee Stock
‘m-chase PIATL covveremomnseisreessonsososren. —_ 7,092 — 1,279 8,371
87,666 shares issued on exercise of employee
sto_ck OPLIONIS evvrrrirrenereresisnssscasasssnrssnssssasssssnassnas — 6,974 — 2,503 9,477
4,201 shares purchased for treasGry ... — —_ — (1,075) {1,075)
Cash dividends esesseusassserensatoses —— — — {3,219) — {3,219)
_ Balance December 28, 1986 .............. reeseranereraans 18,394 647,021 1,441,697 (158 485) 1,948,627 ®
. - Netincome for 1987 .............. ; ciressananssiianense — — 279,078 — 279,078
Warrant activity: .
-205,478 warrants purchased .........coiveireveesesens — (13,888) — —_ (13,2388)
7,072 warrants exercised .......occnrarnscnseseesns — 1,567 — 201 1,768
33,893 shares issued ander Employee Stock _ ®
Purchase Plan ... — 6,374 — 960 7,334 '
26,728 shares issued on exercise of employee
' stock options . ans _ — 5,050 — 759 5,809
1,407 shares purchased for treasury ...........c.. — — - (576) {576)
Cash BIVIAENAS .oovverrrereririrencerssersssasrsassessssorssssensnns _ — — {3,231) — (8,231)
Balance January 3, 1988 . eesernvrenneessrenss 318,394 $646,124  $1,717544 $(157,141) $2,224,921 ®
See accompanying notes
®
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Notes to Consolidated Financial Statements

1. Accounting Policies

Principles of Consolidation—The consolidated finan-
_cial statements include the aceounts of all significant
subsidiaries.. Investments in other companies which
are at least 20% owned are reported on the equity

method. All significant intercompany accounts and
transactions have been eliminated.

Property, Plant and Equipment— Depreciation—De-
preciation is computed on the straight-line method
for financial accounting purposes and on accelerated
methods for tax purposes. Estimated useful lives for
major asset categories are 10-40 years for buildings
and improvements, 4-8 years for broadcasting equip-
nmient, and 5-20 years for printing machinery and
equipment. Leasehold improvements are amortized
over the terms of the leases. Prior to 1986, cable
television plant was depreciated over 10-12 years.

Intangible Assets—Intangible assets consist of
amounts by which the cost of acquisitions exceeded
the values assigned to net tangible assets. The broad-
casting and publishing intangible assets, all of which
may be characterized as scarce assets with very long
and productive lives, have historically increased in
value with the passage of time. In accordance with
Accoiunting Principles Board Opinion No. 17, substan-
tially all of these intangible assets are being amor-
tized over periods of up to 40 years, even though
in the opinion of management there has been no
diminution of value of the underlying assets. Prior
to 1986, intangible assets related to cable television
franchises were amortized over the remaining terms
of the franchises.

Program Licensés and Rights—Program licenses and
rights and the related liabilities are recorded when
the license period begins and the program is available
for use. Television network and station rights for
theatrical movies and other long-form programming
are charged to expense primarily on accelerated bases
related to the usage of the program. Television
network series costs are chiarged to expense based on
the flow of anticipated revenue. Sports rights are
generally charged to expense when the évent is
telecast.

Unearned Subscription Revenue—Subscription rev-
enue is recorded as earned over the life of the
subscriptions. Costs in connection with the procure-
ment of subscriptions are generally charged to ex-
pense as incurred.

Investment Tax Credit—The investment tax credit 1s
taken into income as a reduction of the Federal
income tax provision for eligible assets.

Capitalized Interest—Interest is capitalized .in
accordance with Financial Accounting Standards
Board Statement No.34 As a result, 38,067,000,
$11,414,000 and $4,554,000 was capitalized in 1987,
1986 and 1985, respectively.

Reporting Year—Beginning in 1986, the Company
changed its reporting year from a calendar year to
a fiscal year ending the Sunday closest to December
31. Results for 1987 are for the 53-week year ended
January 3, 1988, and for 1986 for the 52-week year
ended December 28, 1986.

2. Income Per Share

The calculation of average common shares and com-
mon share equivalents outstanding during the year
" is as follows (000’s omitted):

1986 1985
Common Shares .......c.ccververeene 16,165 16,090 12,955
Stock oPLIONS .uevesrecesvrsieresrvresessenns 90 95 125
Warrants....o i ssrnsesesns 695 65 _—
Total ... 16,950 16,250 13,080
29
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_' - Notes to Consohdated Financial Statements-—— (Continued)

3. ‘Acquisitions

1987—In 1987, the Company acquired radio stations

KRXY-AM/FM, serving' the Denver, Colorado

- ..market, and several small publishing operations for

‘a combinec_i eash p‘urchas_e price of $12,515,000.

. 1986— Acquisition of American Broadcasting Com-
- panies, Inc. (ABC)—On January 3, 1986, the Com-
‘pany acquired ABC for an aggregate consideration
of $3,370,972,000. Each share of ABC common stock

entitled the holder to receive $118.108 plus 0.1024 of .
Fach warrant entitles the holder to

‘a warrant.

purchase one share of the Company’s common stock
‘at $250.00 per share until July 29, 1988. The value of
the 2,906,703 warrants of $97,193,000 was included in
- additional paid-in capital. -

The a¢quired ABC operations include the ABC Tele-
vision Network', four television stations, nine radio
stations, six radio networks, various consumer and
trade magazines and periodicals, and the production
and supply of cable television programming. The
Company may be required to divest seven of the radio
stations pending completion of a proceeding which
may lead to 2 change in the multiple-ownership
regulations.

" The aggregate cash purchase price was financed by
proceeds from the disposal of certain of the Com-
pany’s and ABC’s operating properties (see Note 5),
the issuance of $1,375,000,000 of fixed rate long-term
debt, the sale of 3,000,000 shares of the Company’s
common stock to Berkshire Hathaway Inec. for
$517,500,000, the issuance of commercial paper and
from 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 income statement data
for the year ended December 31, 1985, reflects the pro
forma effect of the merger and related transactions,
assuming they had taken place on January 1, 1985,

30

Theproforma information is based on the fair market
values assigned to acquired assets and liabilities and
the useful lives of such assets. Management of the

~ Company does not believe that the pro forma finan-

cial information is necessarily indicative of the con-
solidated results which would have been achieved had
the ABC acquisition taken place as of January 1, 1985.

Year ended
{600's, except peér share) Dee. 81,1985
Net revenues. $4,088,900
Operating income : $ 570,400
Iacome before extraordmary items .....ccooce.u... $ 175,000
Income per share before extraordinary items

$10.88

The following summarizes the fair market values of
assets acquired and liabilities assumed by the Com-
pany (000's omitted):

Current assets $1,163,445
Property, plant and equipment ........cicccoeveece. 1,079,073
Intangible assets ..... 2,060,336
Other assets __4R7.016
4,789,870
Current liabilities (695,809)
Other liabilities (582,292)
Minority interest (40,721)
; 3,471,048
Elimination of cash and long-term debt
included above (100,076)
Net consideration $3,370,972

1986— Other Acquisitions—In 1986, the Company also
acquired radio stations KQRS- AM/FM, Golden Val-
ley, Minnesota, and PEMCO, a trade show exhibition
company, for a combined cash purchase price of
$12,559,000.




. 4.. Long-Term Debt.

Long-term debt at January 3, 1988 and December
28, 1986 is as follows (000’s omitted):

. L 1987 1986
. Commercial paper supported by ‘
bank revolving credit 5 . _
~ ‘agreement .. - § 101,916 $ 224830

10.8% Senior Notes due 1994,
" with annual sinking fund
payments of $93,750 _
beginning in 1991......cuimrenernnes 375,000 375,000
84% notes due 1996 .....ccccoerserreeene. 200,000 200,000
© 10%% notes due 1997 .......... 200,000 200,000
11%% subordinated debentures '
due 2013, with annual sinking
fund payments beginning in : _
- 1994 200,000 200,000
11%% debentures due 2015, with
-annual aml_cmg' fund
payments beginning in 1996... 300,000 300,000
" 8% % debentures due 2016, with '
annual sinking fund ' _ :
payments beginning in 1997... 300,000 300,000

Other long_'-term debt....conenas 19,985 21,975
- $1,696,901 $1,821,805

The aggregate payments of long-term debt out-

standing at January 3, 1988 for the next five years,
“excluding commercial paper, are summarized as fol-
.lows: 1988—%1, 542 000; 1989—$1 926,000; 1990—
$2,429,000; 1_991—$95 306,000; 1992--$95,307,000.

A subsidiary of the Company has issued commeréial
paper, $101,916,000 of which was outstanding at
January 3, 1988, at a weighted average interest rate
of 7.6%. The commercial paper is supported by a
£1,000,000,000 bank revolving credit agreement ter-
minating on June 30, 1990, uinless otherwise extended.
'The agreement requires a commitment fee on the

unused portion of the available credit of %%. Under
terms of the bank revolving credit agreement, the
Company and its consolidated subsidiaries are re-
quired to maintain a consolidated net worth of
$1,460,041,000 at January 3, 1988, increasing annually
by 33 percent of the consolidated net income of the
previous year.

‘The commercial paper outstanding at January 3, 1988
is classified as long-term, since the Company intends
to renew or replace with long-term borrowings all,
or substantially all, of the commercial paper. How-
ever, the amount of commercial paper outstanding
in 1988 is expected to fluctuate and may be reduced
from time to time. -

The 8%% debentures, 115%% debentures and 113’4%
debentures are redeemable at the option of the Com-
pany, in whole or in part, at a declining premium to
par until 2006, 2005 and 2003, respectively, and at par
thereafter, prov1ded however that these debentures
niot be redéemed from, or in anticipation of, funds
borrowed at certain specified lower interest rates.
The 10%% notes and 84% notes are redeemable at
par sterting in 1992 and 1993, respectively. The 10.8%
Senior Notes are not redeemable prior to 1992, at
which time they may be redeemed at a price of 104%
of par until maturity.

The Company has unconditionally guaranteed the
10.8% Senior Notes, the 8% % notes, the 8%% deben-
tures which have been issued by a wholly-owned
subsidiary, and the commerecial paper, and any bor-
rowings which may be made by a subsidiary under
the bank revolving credit agreement.

The proceeds from the issuance of virtually all of the
outstanding debt were used to finance the acquisition
of ABC in 1936,
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* Notes to Consolidated Financial Statements— (Continued)

5. Extraordinary Ifems—1986

In transactions related to the acquisition of ABC, and
to comply with certain regulations of the Federal
Communications Commission, on January 2, 1986 and
January 3, 1986, the Company sold the following
properties: television stations in New Haven, Buffalo
and Tampa; radic stations in Paterson, Los Angeles
and Buffalo, and all of its cable television systems.
The proceeds of these sales (net of taxes currently
payable) were $625,678,000 ‘and resulted in an ex-
traordinary gain of $279,996,000 (net of income taxes
. of $156,800,000).

During the third quarter of 1986, the Company and
its subsidiary, The Kansas City Star Company (the
Star}, settled actions brought against them by the
‘Star's independent contract carriers concerning its
newspaper delivery routes and distribution system.
The settlement allowed the Star to convert virtually
all of its newspaper delivery routes from those oper-
ated by independent contract earriers to routes oper-
ated by independent delivery agents. The settlemeant
resulted in an extraordinary charge of $14,250,000
(net of income taxes of $14,252,000).

6. Commitmelits

At January 3, 1988, the Company is committed for
the purchase of broadcast rights for various feature
films, sports events and other programming
aggregating approximately $1,315,000,000.

The aggregatée payments related to these commit-
‘ments during the next five years are summarized as
follows: 1988-—$774,892,000; 1989---$349,022,000; 1990
—3$108,065,000; 1991—$36,365,000; 1992—$34,326,000.

The Company anticipates 1988 capital expenditures
for property, plant and equipment will approximate
$175,000,000.

Rental expense under operating leases amounted to
$77,985,000, $74,645,000 and $8,701,000 for 1987, 1986
and 1985, respectively.

Future minimum annual rental payments under non-
cancellable leases are as follows (000's omitted):

Capital Operating

leases leases

1938 $ 3799 $ 64,780
1989 werrreeeresnsssssssecssessssssersmessessmness 2,930 56,373
1990 ... . 2,856 48 890
1991 virrsrresrinnrnnes ; 2,923 44,395
1992 c.oeerreesnresssesssesssassssssssnn 2,819 37,516
1993 and thereafter.......cocomevnenne 138,071 152,550
Minimum lease _

payments... . 153,398  $ 404,504
Imputed interest .........coveeimsvenne (126,565)
Present value ¢f minimum

lzase payments .......cccvrerrenens $ 26,833

Total minimum payments for operating leases have
not been reduced for future minimum sublease
rentals aggregating $52,941,000.
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7. Employees’ Profit Sharing
" -and Pension Plans

The Coﬁlpany has qualified profit sharing or defined

benefit pension plans covering substantially all of ils,_
The profit”

employees not covered by union plans.
sharing plans provide for contributions by the
Company in such amount as the Board of Directors
- may annually determine. Contributions to the prof-
it sharing plans of $6,079,000, $5 173,000 and

$5,774,000 were charged to expense m '1987 1985
and 1985, respectively,

With respect to the defined benefit"pension plans,
the Company’s policy is to fund amounts as are neces-
sary on an actuarial basis to provide for benefits in
accordance with the requirements of ERISA. Ben-
efits are generally based on years of service and
compensation.

Effective January 1, 1986, the Company adopted
Financial Accounting Standards Board Statement No.
87. The effect of the change in method of accounting

as a result of the adoption of FAS No. 87 was a

reduction in: pension cost in 1986 of approximately
- $14,800,000 from what otherwise would have been
charged to expense under the method used in prior
years. Net pension cost for 1987 was $3,272,000,

compared with $£6,198,000 and $881,000 for 1986 and
1985, respectively.

The components of net pension cost for 1987 and 1986
were as follows (000’s omitted):

1987 1986

Service cost of current period ........... $ 11,900 $ 13,142
Interest cost on projected benefit _

ObHZALION o.ccveresrersarrrnrererrrsmerssransrensas 23,088 22171
Actual return on plan assets............... (24,897) (51,112)
Net amortization and deferral ........... (6,819) 21,991
Net pension Co5% vurimierermsasens . $ 3272 § 6,198

The weighted average discount rate and the rate
of increase in future compensation levels used in
determining the actuarial present value of the pro-
jected benefit obligation were 8% and 5%, respec-
tively, in 1987 and 1986. The expected long-term
rate of return on assets was 8% in 1987 and 1986.

The following table sets forth the pension plans’
funded status and amounts recognized in the balance
sheet at January 3, 1988 and December 28, 1986 (000’s
omitted):

1987 . 1986

Actuarial present value of accumulated plan benefits ineluding vested benefits of $234 024

{$207,266 in 1986) $ 250,087 $ 225,836
Plan assets at fair value, primarily publicly traded bonds and stocks $ 386,736 $ 378,230
Projected benefit obligation for service rendered t0 date ........cvicivcororsseresessanseressmereerssrsasssnsnssens (304,098) {292,350)
Plan assets in excess of projected benefit obligation, veiurssensasssssesenesannns _ - 82,638 85,880
Prior service cost not yet recognized in net periodie pensmn cost (1,164) —
Unrecognized net gain from past experience different from that assumed . (24,677) (24,614)
Unrécognized net asset (transition amount) being recognized principally over 15 years.....cwvee {29,206) {31,928)
Prepaid pelision cost included in balance sheet $ 27,591 $ 29,338
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Notés.-to Consolidated Financial Statements— (Continued)

8. Segment Data

The Company operates the ABC Television Network
and eight affiliated television stations, six radio net-
works and 21 radio stations, and provides program-
ming for cable. television. The Company publishes
newspapers, shopping guides, various specialized
business and consumer périodicals and books; and
also distributes information from data bases. Opera-
tions are classified into two business segments:
Broadeasting and Publishing. There are no product

transfers between segments of the Company, and

virtvally all of the Company's business is conducted
within the United States. Prior to 1986, the Company
owned and operated ecable television systems. They
were classified as a separate business segment and
are included below in the Broadeasting segment.
Cable television net revenues and income from opera-
tions for 1985 were $84,580,000 and $5,206,000, respec-
tively. The segment data follows (000's omitted):

1986 1985 1984 1983

o 1987 -
Broadeasting '

Net revenues $ 3,433,749

$ 3,153,619 § 378,297 348,106 302,785

Direct operating costs
Depreciation

2,680,582
73,730

2,554,832
‘718,952

192,249
26,711

172,867
23,257

151,603
18,889

Total operating costs 2,764,312

2,633,884 218,960 196,124 170,492

Income before amortization of
intangible assets

Amortization of intangible assets

679,437
46,527

519,735
45,200

159,337
8,367

151,982
7,800

132,293
7,597

¥ncome from operations $ 632,910

§ 474535 § 150,970 144,182, 124,696

Asgets at year-end
Capital expenditures
Publishing

Net revenues

$ 4,018,775
102,425

$ 1,006,597

$ 4,186,650
104,278

$ 537,797
26,327

507,433
26,370

455,341
36,782

$ 970,755 § 642,583 591,616 459,510

Direct operating costs
" Depreciation

822,123
18,878

78,201
15,353

482,333
10,395

438,414
10,190

342,253
8,646

Total operating costs ... 841,001

793,554 492,728 448,604

Income before amortization of
intangible assets

Amortization of intangible assets

165,596
18,879

350,899

177,201
18,202

149,855 143,012

9,833

108,611
4,577

Income from operations $ 146,717

11,343
$

$ 158,999 138,512 133,179 104,034

Assets at year-end $ 908,193

Capital expenditures

Consolidated
Net revenues

$ 4,440,346

13,114

$ 920,896
48,589

$ 455274
45,869

430,997
26,700

287,523
10,666

$ 4124374 § 1,020,880 939,722 762,295

Inzome from operations
General corporate expense

$ 779,627
_ (33,637)

$ 633,534
(30,856)

$ 289482
(11,981)

277,361
(9,849)

298 730
(8,366)

Operating income
Interest expense
Interest and other income

745,990
(190,806)
8,794

602,678
(185,511)
5,076

277,501
(22,738)
22,059

267,512
(27,161)
28,442

220,364
(14,633)
18,773

Income before income taxes . $ 563,978

$ 4227743 § 276,822 268,793 224 504

Assets employed by segments
Investments and corporate assets ...

$ 4,926,968
451,404

$ 5,107,546
83,870

$ 993,071
891,860

938,430
269,742

742,864
310,048

$ 5,378,372

$ 5191416 $ 1884931 § 1,208,172 3 1,052912

Total assets at year-end
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- _Incom'e_ Taxes

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): :

1987 1986 1985
Amount % Amount % Amount %
Income before income taxes $563,978 ' $422,743 $276,822

Income tax expense at statutory .':g_te ............ reresenerens.
State and local income taxes, net

$225,591 40.0 $194,462 46.0 $127,338 46-.0

of Federal benefit 29,700 5.3 18,576 44 9,126 3.3
Investment tax credits (3,794) (0.7) (4,800) (1.1) (5,6563) (2.0)
Amortization of intangibles 26,162 46 28,705 6.8 5,601 2.0
Other, net 7241 13 3857 09 (1812)  (0.0)
Total $284,900 505  $240,800  57.0  $134,600 6

Income tax expenée is comprised of the following
{000’s omitted):

1987 1986 1985
Federal ' - o
CUrTent...renceressaeseesens $246,700  $205,800 $104,100
Deferred........cccrcveevennn. (11,300) 600 13,600
235,400 206,400 117,700
State and local
Current. 52,600 34,300 14,960
Deferred.......ommmmnn (3,100) 100 2,000
49,500 _ 34400 _ 16,900
Total $234.900 $240,800 $134,600

The provision (benefit) for deferred income taxes

~represents the tax effect of transactions reported

in different periods for financial and income tax
reporting purposes, and results from the following
timing differences (000's omitted):

1987 1986 1985
Accelerated _
depreciation $ 19200 $22500 $ 11,200
Program costs (12,900) (15,600) —
Deferred compensation, (12,600) {(3,100) {1,000)
Other (8,100) 1,900 5,400
Total $(14,400) § 700 § 15600

The 1986 extraordinary gain on the disposition of
certain of the Company’s broadcasting and cable
properties is net of inrome taxes of $156,800,000 (see
Note 5). Of this amount, approximately $67,000,000
has been deferred pursuant to Section 1071 of the
Internal Revenue Code, under which the Company
received tax certificates from the Federal Communi-
cations Commission deferring the taxes related to
these dispositions until disposition of the replacement
properties. Deferred income taxes at January 3,
1988 also include approximately $66,000,000 of taxes
relating to the disposition of broadcasting properties
by ABC on January 2, 1986, deferred under the
provisions of Section 1071.

In December 1987, Financial Accounting Standards
Board Statement No. 96 was issued which requires a
change in the method of dccounting for income taxes.
This statement must be implemented by 1989. The
Company has not adopted the Standard in 1987,
Based upon preliminary estimates, the Company be-
lieves the effect of the adoption of FAS No. 96 would
not be material to the financial position of the Com-
pany. Upon adoption of FAS No. 96, the Company
has the option of restating prior years’ financial
statements. If the Company does restate, the income
taxes provided on the 1986 extraordinary gain would
be reduced by approximately $67,000,000.
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\\market value on the grant date.
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Notes to Consolidated Financial Statements—(Continued)

10. Stock Option, Stock Purchase
and Savings Plans

- The Company has stock option plans under which

certain key personnel have been granted the right
to purchase shares of common stock over a 10- or 11-
year period from the date of grant at prices equal to
Each option is
cumulatively exercisable as to 25% of the total shares

| represented thereby for each of the first four years

after grant, provided that the individual remains in
the employ of the Company. In 1987, the Company’s
shareholders authorized the issuance of 300,000 addi-
tienal options. The following information pertains-
to the Company’s stock option plans:

1986

Outstanding optlons, heglnmng of year

Granted

Cancelled or expired

Exercised

 Outstanding 0pt10ns, end of year ..,

Average price of options exercised during the year
Exercise price of outstanding options, end of year
Options exercisable, end of year

* Options available for future grant

The Company has an Employee Stock Parchase Plan
which allows eligible employees, through contribu-
tions of up to 156% of their compensation, to paurchase
shares at 85% of the lower of fair market value at the
Grant Date or at the Purchase Date (normally one
year subsequent). Employees purchased 33,393,
44,674 and 58,314 shares under the Plan in 1987, 1986
and 1985, respectwe]y As of January 3, 1988, 423,573
shares remain available to be purchased through the
period ending April 1992,

265,799
(11,700)
(87,666)
166,433
$41.90
$220.69
132,525
204,555

(74,604)
265,799

$32.66
$12.50 to $220.69
201,604

501,205 182,855

The Company also has the ABC Savings & Investment
Plan which allows eligible emiployees to allocate up to
10% of salary through payroll deduction among a
Company stock fund, a diversified equity fund and a
guaranteed income fund. The Company matches 50%
of the employee’s contribution, up to 5% of salary, net
of forfeitures. In 1987 and 1986, the cost of this plan
was $6,335,000 and $5,866,000, respectively.

11, Common Stock, Warrant and
‘Stockholder Information (Unaudited)

As of February 29, 1988, the approximate number of
holders of common stock was 5,480. Dividends of §.05
per share have been paid for each quarter of 1987 and
1986. The common stock is traded on the New York

and Pacific Stock Exchanges. The high, low and
closing prices of the Company’s common stock for
each quarter of 1987 and 1986 are as follows:

1987

1986

High Low

Close High Low Close

1st quarter , $355 $2674
2nd quarter _ 394 824
3rd quarter 450 3784
4th quarter e 447 297

In connection with the ABC aquisition, 2,906,703
warrants were issued (see Note3). Asof January 3,
1988, 2,331,591 warrants were outstanding.

$347% $256 $2084 $2384
385% 2621 214% 2584
419% 272 240 2524
345 279% 2454 267%

The warrants, which expire on July 29, 1988, are
traded on the Pacific Stock Exchange,




-12. Quarterly-Financial Data (Unaudited)

The following summarizes the Company’s results of
operations for each quarter of 1987, 1986 and 1985
(000’s omitted, except per share amounts). The net
income per share computation for each quarter and

the year are separadte calculations. Accordingly, the
sum of the quarterly net income per share amounts
may not equal the net income per share for the year.

First Second Third Fourth
quarter quarter quarter quarter Year
1987 .
Net revenues.........cconeenes : . $959,201 $1,126,795 $946,211 $1,408,139  $4,440,346
Costs.and expenses 861,858 871,615 829,124 1,131,759 3,694,356
‘Operating income , 97,343 255,180 117,087 276,380 745,990
Interest expense : (48,604) (47,470} (45,566} (49,766) (190,806)
Interest and other income 487 2,822 4,815 670 8,794
Income before income taxes 49,826 219,532 76,336 227,284 563,978
Income taxes . 25,900 110,800 37,900 _ 110,300 284,900_
Net income. . & 23926 $ 99732 $ 38,436 $§ 116984 § 279,078
Net income per share $1.43 $5.88 $2.23 $6.91 $16.46
1986
Net revenues _ ; $912,337 $1,065,674 $959,039 $1,187,324  $4,124,374
Costs and expenses....... frmeee 855,574 866,273 830,806 969,043 3,521,696
Operating income W 56,763 199,401 128,233 218,281 602,678
Interest eXPense ........ccouereeeresercesessserenss (42,343) (47,387) (45,152) {50,629) (185,511)
Interest and other income ....rnicvsrrriassoness 1,950 2,015 39 1,572 5,576
Income before income taxes S 16,370 154,029 83,120 169,224 422,743
Income taxes 14,400 87,000 50,500 88,900 240,300
Income before extraordinary items .. ivesssressosne 1,970 67,029 82,620 80,324 181,943
Extraordinary items 279,896 — {14,250) — 265,746
Net income $281,966 $ 67,029 $ 18,370 $ 80,324 § 447,689
Income per share :
Before extraordinary items % 0.12 $4.15 $2.01 $4.90 $11.20
Extraordinary items _ 17.36 — (0.88) — 16.35
Net income per share resesenrnnind $17.48 $4.15 $1.13 $4.90 $27.55
1985 ‘
Net FEVENULS .. ceiisissssssmsssssssssessmsssessserssensssossrssssssas $234,105 $ 267,065 $248,218 $ 271,492  $1,020,880
Costs and expenses iebesreersersstestastesnesnisaiese 178,666 184,558 183,911 196,244 743,379
Operating iticome... \ 56,439 82,507 64,307 75,248 277,501
Interest expense.... {6,298) {5,933} {5,597) (4,910) (22,738)
Interest and other INCOME .o reemsmsersersssens 5,399 4,552 6,034 6,074 22059
Income befo:_'e income taxes ; 54,540 81,126 64,744 76,412 276,822
Income taxes.....iwws veseseanenane 26,800 39,900 31,300 86,600 134,600
Net income....... . $ 27740 $ 41226 $ 383,444 $ 39812 § 142,222
Net income per share ; $2.13 $3.15 $2.55 $3.04 $10.87
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' The Board of Dilfectors and Shareholders
. Capital Cities/ABG, Inc.

‘We liave examined the accompanying consolidated

balance sheet of Capital Cities/ABC, Inc, at

January 8, 1988 and December 28, 1986, and the

consolidated statements of income, stockholders'
equity and changes in financial position for each
of the three years in the period ended January 3,
1988. Our examinations were made in accordance
with generally accepted auditing standards and,
accordingly, included such tests of the accounting
records and such other auditing procedures as we
considered necessary in the circumstances.

In our opinion, the statements mentioned above
present fairly the consolidated financial position of
Capital Cities/ABC, Inc. at January 3, 1988 and
December 28, 1986, and the consolidated results of
operations and changes in financial position for

-each of the three years in the period ended

January 8, 1988, in conformity with generally
accepted accounting principles applied on a

=, consistent basis during the period.

New York, New YZ{
February 29, 1988
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Exhibit (22)

As of January 3, 1988
P _ Subsidiaries of Capital Cities/ABC, Inc.
- Jurisdiction of
S ' @ Incorporation
P © Capital Cities/ABC, Inc. (parent) New York
- ABC Holding Company, Inc, Delaware
ABC Consumer Magazines Holding Company, Inc. Delaware
ABC Consumer Magazines, Inc. Delaware
ABC Daytime Circle, Inc. Delaware
ABC Networkcﬂolding Company, Inc. Delaware
® ABC Equipment Leasing, Inc. New York
' ABC, Inc. New York
ABC Motion Pictures, Inc. Delaware
ABC Records, Inc. New York
ABC Circle Music, Inc. New York
American Broadcasting Music, Inc. New York
® ABC Theatre Holdings, Inc. Delaware
ABC Interstate Theatres, Inc. Delaware
' ABC Southeastern Theatres, Inc. Delaware
Ambro Land Holdings, Inc. Delaware
. Ambroco Development Corp. New York
Broadway Development Corp. New York
PN Columbus West Development Corp. New York
et 67th Street Development Corp. Hew York
' 66th Street Development Corp. New York
~ Circle Location Services, Inc. Delaware
Stage Five Productions, Inc. California
o TNC Company, Inc. Delaware
® ABC News Holding Company, Inc. Delaware
- ABC News, Inc. _ Delaware
‘ ABC News Intercontinental, Inc. Delaware
ABC News Overseas Sales, Inc. Delaware
ABC Radio Network, Inc. Delaware
ABC. Radic Network Sales, Inc. New York
.' ABC/Watermark, Inc. Delaware
il ABC Sports Holding Company, Inc. Delaware
" ABC Sports, Inc. _ New York
: ABC Sports Intercontinental S.A.R.L. France
e ABC Sports Marketing, Inc. Delaware
- American Broadcasting Companies, Inc. Delaware
® Capital Cities/ABC National Television Sales, Inc. Delaware
Capital Cities/ABC Video Enterprises, Inc. Delaware
ABC Merchandising, Inc. New York
) ~ ABC Pictures International, Inc. New York
A ' (dissolved 2/19/88)
ABC Sports International, Inc. Delaware
® ABC Wide World of Learning, Inc. New York
(dissolved 1/4/88)
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' Capttal Cities/ABC, Inc. (parent)(continued)
ABC Holding Company, Inc. (continued)
Capital Cities/ABC Video Enterprises, Inc. (continued)

Ambro. Distributing Corporation Limited
Capital Cities/ABC Video Publishing, Inc.
Capital Cities/ABC Video Systems, Inc.
TelelST, Inc.

Chilton Holding Company, Inc.
Chilton Company

The Center for Curriculum Development, Inc.

Compute Holding Company, Inc.
. COMPUTE! Publications, Inc.
ESPN Holding Company, Inc.
ESPN, Inc.
ESPN (U.K.) Limited
Farm Progress Holding Company, Inc.
Farm Progress Companies, Inc.

Farm Progress Insurance Services, Inc.

Indiana Prairie Farmer Insurance
S Services, Inc.
The Miller Publishing Company, Inc.
Hitchcock Holding Company, Inc.
Hitchcock Publishing Company
Professional Exposition Management
Company, Inc.
- KABC-AM Radio, Inc.
XGO-AM Radio, Inc.
KGO Television, Inc.
KLOS-FM Radio, Inc.
L.I.C. Harehouse Reaity Company, Inc
Los Angeles Magazine Holding Company, Inc.
Los Angeles Magazine, Inc.
NILS Holding Company, Inc.
: NILS Publishing Company
National Price Service, Inc.
101 West 67th Realty Company, Inc.
77 West 66 Realty Company, Inc.
1313 Vine Realty Company, Inc.
36 & 40 West 66 Realty Company, Inc.
WABC-AM Radio, Inc.
WABC Television, Inc.
WLS-AM Holding Company, Inc.
WLS, Inc.
WLS Television, Inc.
WMAL Holding Company, Inc.
WMAL, Inc.
Word Holding Company, Inc.
Word, Incorporated
Word Direct Marketing Services, Inc.
Word (U.K.) Limited

United Kingdom
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
North Carolina
Delaware
Delaware
United Kingdom
Delaware
I11inois
I1Vinois

Indiana
Minnesota
Delaware
Delaware

Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware |
Delaware
Delaware
Delaware
Delaware
Nelaware

Texas

Texas

United Kingdom




Capital CﬁtiES/ABc. Inc. (parent)(continued)'

ABC Holding Company, Inc. (continued)
WPLJ-FM Radio, Inc. (name changed to
WWPR-FM Radio, Inc. - 3/8/88)
WYTZ-FM Radio, Inc.
ABC Television, Inc.
Cablecom-General, Inc.
Capital Cities Entertainment Systems, Inc.
Capital Cities Media, Inc.
Guilford Publishing Company, Inc.
Newside Publications, Inc.
Capital Cities of I1linois, Inc. (dissolved 1/7/88)
Capital Cities of Kansas, Inc.
Pennypower Shopping News, Inc.
Capital Cities Vision, Inc.
CC Finance Holding Corporation
Capital Cities/ABC Finance Company, Inc.
CC Texas Holding Co., Inc.
WXYZ, Inc.
CCC Properties, Inc.
Institutional Investor, Inc.
The Kansas City Star Company {alsc owns the
preferred stock of Capital Cities Media, Inc.)
XQRS Holding Corporation
KQRS, Inc.
KRXY Holding Corporation
KRXY Radio, Inc.
Legal Com of Delaware, Inc.
The Oakland Press Company
Tri-County Newspapers, Inc.
Securities Data Company, Inc. (so]d 2/1/88)
Sutton Industries, Inc.
Texas Media Holding Company, Inc.
KTRK, Inc.
Star-Telegram, Inc.
TV Connection, Inc.
WBAP-KSCS, Inc.
Wilson Publishing Company

Delaware

Delaware
New York
Ok 1ahoma
Delaware
New York
Delaware
Delaware
Delaware
Delaware
Kansas

New York
Delaware
Delaware
Delaware
Michigan
New York
Delaware
Missouri

Delaware
Delaware
Delaware
Delaware
Delaware
Michigan
Michigan
New York
Delaware
Delaware
flelawars
Delaware
Delaware
Delaware
Rhode Island




Exhibit (25)

POWER OF ATTORNEY TO SIGN ANNUAL REPORT ON FORM 10-K

KNOW ALL MEN BY THESE PRESENTS, that thé undersigned director of CAPITAL
CITIES/ABC, INC. (the “Company”), in his capacity as set forth below, hereby constitutes and
appoints Thomas S. Murphy, Daniel B. Burke and Ronald J. Doerfler, and each of them severaily, his
tfue and lawful attorneys-in-fact and agents, each with full power to act with or without the others
and with full power of substitution and resubstitution, to do any and all scis and all things and to
execute any and all instruments which said attorneys-in-fact and agents and each of them may deem
necessary or desirable to enable the Company 1o comply with the Securities Exchange Act of 1934,
as amended, and any rules. regulations and requirements of the Securities and Exchange
Commission thereunder in connection with the filing of an Annual Report on Form 10-K for the year
ended January 3, 1988 (the “Report”) under such Act, including without limitation the power and
authority to sign the name of the undersigned director in the capacity indicated below opposite the
name of such director to the Report to be filed with the Securities and Exchange Commission. to any
and all amendmer.ts to said Report, and 1o any and all instrumerits or documents filed as a part of or
in connéction with such Report or any and all amendments thereto, and the undersigned hereby
ratifies and confirms all that said attorneys-in-fact and agents and each of them shall do or cause to
be done by virtue hereof,

IN WITNESS WHEREOF, the undersigned has subscribed these presents this 17th day of March,
1988,

Capacity: Director

Robert P. Bauman

Signature




POWER OF ATTORNEY TO S1GN ANMUAL REPORT ON FORM 10-K

KNOW ALL MEN BY THESE PRESENTS, that the undersigned director of CAPITAL
CITIES/ABC, INC. (the “Company’’), in his capacity as set forth below, hereby constitutes and
appoints Thomas S. Murphy, Daniel B. Burke and Ronald J. Doerfier, and each of them saverally, his
true and lawful attorneys-in-fact and agents, each with full power to act with or without the others

“and with full power of substitution and resubstitution, to do any and all acts and all things and to
execute any and all instruments which said attorneys-in-fact and agents and each of thein may deem
necessary or desirable to enable the Company to comply with the Securities Exchenge Act of 1834,
as amended. and any rules. regulations and requirements of the Securities and Exchange
Commission thereunder in connection with the filing of an Annual Report on Form 10-K for the year
ended January 3, 1988 (the "Report”) under such Act, including without limitation the power and
authority to sign the name of the undersigned director in the capacity indicated below opposite the
name of such director to.the Report to be filed with the Securities and Exchange Commission, 1o any
and ali amendments to said Report. and to any and all instruments or documents filed as a part of or
in connection with such Report or any and all amendments thereto; and the undersigned hereby
ratifies and confirms all that said attornéys-in-fact and agents and each of them shall do or cause 1o
be done by virtue hereof.

IN WITNESS WHEREOF, the undersigned has subscribed these presents this 17th day of March,
1988.

Capacity: Director

Warren E. Buffett

Signature

e f%z/% ..............




POWER OF ATTORNEY TO SIGN ANNUAL REPORT ON FORM 10-K

KNOW ALL MEN BY THESE PRESENTS, that the undersigned director of CAPITAL
CITIES/ABC, INC. (the “Company"}, in his capacity as set forth below, hereby constitutes and
appoints Thomas S. Murphy, Daniel B. Burke and Ronald J. Doerfler, and each of them severally, his
true and lawful attorneys-in-fact and agents, each with full power to act with or without the others
and with full power of substitution and resubstitution, to do any and ali acts and all things and to
execute any and all instruments which said attornays-in-fact and agents and each of them may deem
necessary or desirable to enable the Company fo comply with the Securities Exchange Act of 1834,
as amended, and any rules, reguiations and roqulroments of the Securities and Exchange

‘Commission thereunder in connection with the filing of an Annual Report on Form 10-K for the year

ended January 3, 1988 (the “Report'') under such Act, including without limitation the power and
authority to sign the name of the undersigned director in the capacity indicated beiow opposite the
name of such director to the Report to be filed with the Securities and Exchange Commission, to any
and all amendments to said Report, and to any and all instruments or documents filed as a part of or
in connection with such Report or any and all amendments thereto; and the undersigned hereby
ratifies and confirms all that said attorneys-in-fact and agents and each of them shall do or cause to
be done by virtue hereof.

IN WITNESS WHEREOQF, the undersigned has subscribed these presents this 17th day of March,
1988.

Capacity: Director

Daniel B. Burke

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

Signature



"

POWER OF ATTORNEY TO 8iGN ANNUAL REPORT ON FORM 10-K

KNOW ALL MEN BY THESE PRESENTS, that the undersigned director of CAPITAL
CITIES/ABC, INC. {the “Company'), in his cepacity as set forth below, hereby constitutes and
appoints Thomas S. Murphy, Daniel B. Burke and Ronald J. Doerfler, and each of tham saverally, his
true and lawful attorneys-in-fact and agents, each with full power to act with or without the others
and with full power of substitution and resubstitution, to do any and all acts and all things and to
execute any and all instruments which said attorneys-in-fact and agents and each of them may deem
necessary or desirable to enable the Company to comply with the Securitiss Exchange Act of 1934,
as amended, and any rules, regulations and reguirements of the Securities and Exchange
Commission thereunder in connection with the filing of an Annual Report on Form 10-K for the year
ended January 3, 1988 (the “Report”) under such Act, including without imitation the power and
authority to sign the name of the undersigned director in the capacity indicated below opposite the
name of such director to the Report to be filed with the Securities and Exchange Commission, to any
and all amendments to said Report. and to any and all instruments or documents filed as a part of or
in connection with.such Report or any and all amendments thereto; and the undersigned hereby
ratifies and confirms all that said attorneys-in-tact and agents and each of them shall do or cause to
be done by virtue hereof.

IN WITNESS WHEREOF, the undersigned has subscribed these presents this 17th day of March,
1988.

Capacity: Director

.2 ' ; i .’Lf:if.j'

Signature




POWER OF ATTORNEY TO S8IGN ANNUAL REPORT ON FORM 10-K

KNOW ALL MEN BY THESE PRESENTS, that the undersigned director of CAPITAL
‘ CITIES/ABC, INC. (the "Company’'), in his capacity as set forth below, heraby constitutes and
" appoiris Thomas S. Murphy, Daniet B. Burke and Rona!d J. Doerfier, and each of them severally, his
true and lawful attorneys-in-fact and agents, each with full power 10 act with or without the others
and with full power of substitution and resubstitution, to do any and all acts and all things and to
execute any and all instruments which said attorneys-in-fact and agents and sach of them may deem
necessary or desirable to enable the Company to comply with the Securities Exchange Act of 1834,
as amended, and any rules, r'e_gula‘i\tions and requirements of the Securities and Exchange
Commission thereunder in connection with the filing of an Annual Report on Form 10-K for the year
ended January 3, 1988 (the “Report™} under such Act, including without limitation the power and
authority to sign the name of the undersigned director in the capacity indicated below opposite the
name of such director to the Report to be filad with the Securities and Exchange Commission, 1o any
and all amendments 1o said Report, and te"any and all instruments or documents filed as a part of or
in connection with such Report or any and all amendments thereto; and the undersigned hereby
ratifies and confirms all that said attorneys-in-fact and agents and each of them shall do or cause to

be done by virtue hereof. e

IN WITNESS WHEREOF, the undersigned has subscribed lhés‘e presents this 17th day of March,
1988. P

Capacity: Director
' Gerald Dickler

e T T T LI T T T

" signature




POWER OF ATTORNEY TO 8!1GN ANNUAL REPORT ON FORM 10-X

KNOW ALL MEN BY THESE PRESENTS, that the undersigned director of CAPITAL
CITIES/ABC, INC. (the ““Company"}, in his capacity as set forth below, hereby constitutes and
appoints Thomas S. Murphy, Danie! B. Burke and Ronatd J. Doerfler, and each of them severally, his
true and lawful attorneys-in-fact anc:agents, each with full power to act with or without the others
and with full power of substitution and resubstitution, 16 do any and all acts and ali things and to
execute any and alf instruments which said attorneys-in-fact and agents and each of them may deem
necessary or desirable to enable the Gompany to comply with the Securities Exchange Act of 1834,
as amended, and any rules, regulahons and requirements of the Securities and Exchange
Commission thereunder in connection with the filing of an Annual Report on Form 10-K for the year
ended January 3, 1988 (the “Report™) under such Act, including without imitation the power and
authonty to sign the name of the undersigned director in the capacity indicated below opposite the
namﬂ of such director to the Report to be filed with the Securities and Exchange Commission, to any
and a:l amendments 10 said Report, and to any and all instruments or documents filed as a part of or
in connect:on with such Report or any and all amendments thereto; and the undersigned hereby
ratifies and confirms all that said attorneys-in-fact and agents and each of them shall do or ¢ause to
be done by virtue hereof. ' '

IN WITNESS WHEREOF, the undersigned has subscribed these presents this 17th day of March,
1988.

Capacity: Director

Signature




POWER OF ATTORNEY TO SIGN ANNUAL REPORT ON FORM 10-K

KNOW ALL MEN BY THESE PRESENTS, that the undersigned director of CAPITAL
CITIES/ABC, INC. (the “Company"), in his capacity as set fortt: below, hereby constitutes and
appoints Thomas S. Murphy, Daniel B. Burke and Ronald J. Doerfier, and sach of them severally, his
frue and lawful attorneys-in-fact and agents, each with fuli power to act with or without the others
and with full power of substitution and resubstitution, to do any and a!l acts and all things and to
execute any and all instruments which said attorneys-in-fact and agents and each of them may desm
necessary or desirable to enable the Company to comply with the Securities Exchange Act of 1934,
as amended, and any rules, regutations and requirements of the Securities and Exchange
Commission thereunder in connection with the filing of an Annual Report on Form 10-K for the year
ended January 3, 1988 (the “Report’) under such Act, including without limitation the power and
suthority to sign the name of the undersigned director in the capacity indicated below opposite the
name of such director to the Report to be filed with the Securities and Exchange Commission, 10 any
and all amendments to said Report. and to any and all instruments or documents filed as a part of or
in connection with such Report or any and ali amendments thereto; and the undersigned hereby
ratifies and confirms all that said atiorneys-in-fact and agents and each of them shall do or cause o
be done by virtue hereot.

IN WITNESS WHEREOF, the undersigned has subscribed these presents this 17th day of March,
1988. '

Capacity: Director

John B. Fairchild

Signature




POWER OF ATTORNEY TO 8IGN ANNUAL REPORT ON FORM 10-K

KNOW ALL MEN BY THESE PRESENTS, that the undersigned director of CAPITAL
CITIES/ABC, INC. (the "“Company™), in his capacity as set forth below, hereby constitutes and
appoints Thomas S. Murphy, Danie! B. Burke and Ronald J. Doerfier, and each of them severally, his
true and lawful attorneys-in-fact and agents, each with full power to act with or without the others

‘and with full power of substitution and resubstitution, to do any and all-acts and all things and to
‘execute any and all instruments which said attorneys-in-fact and agents and sach of them may deem

necessary or desirable to enable the Company to comply with the Securities Exchange Act of 1934,
as amended, and any rules, regulations and requirements of the Securities and Exchange
Comrnission thereunder in connection with the filing of an Annual Report on Form 10-K for the year
ended January 3, 1988 (the “Report™) under such Act, including without limitation the power and
authority 1o sign the name of the undersigned director in.the capacity indicated below opposite the
name of such director to the Report to be filed with the Securities and Exchange Commission, 10 any
and all amendments 1o said Report, and to any and all instruments or documents filed as a part of or
in connection with such Report or any and ali amendments thereto; and the undersigned hereby
ratifies and confirms all that said attorneys-in-fact and agents and each of them shall do or cause to
be done by virtue hereof.

IN WITNESS WHEREOF, the undersigned has subscribed these presents this 17th day of March,
1988.

Capacity: Director

lLeonard H. Goldenson




POWER OF ATTORNEY TO SIGN ANHU‘L REPORT ON FORM 10-X

KNOW ALL MEN BY THESE PRESENTS, that the undersigned director of CAPITAL
CITIES/ABC, INC. (the “Company"), in his capacity as set forth below, hereby constitutes and
appoints Thomas S. Murphy, Daniel B. Burke and Ronald J. Doerfier, and sach of them severally, his
true and‘lawiul attorneys-in-fact and agents, each with full power to act with or without the others
and with full power of substitution and resubstitution, to do any and all acts and all things and to
execute any and all instruments which said attorneys-in-fact and agents and each of them may deem
necessary or desirable to enabl2 the Company to comply with the Securities E::change Act of 1934,
as amended, and any rules, regulations and requirements of the Securities and Exchange

Commission thereunder in connection with the filing of an Annual Report on-Form 10-X for the year

ended January 3, 1988 (the "Report”) under such Act, including without liritation the power and
authority 1o sign the name of the undersigned director in the capacily indicited below opposite the
name of such director to the Report o be filed with the Securities and Exchange Commission, to any
and all amendments to said Report, and to any and all instruments or documents filed as a part of or
in connection with such Report or any and all amendments thareto; and the undersigned hereby
ratifies and confirms all that said atiorneys-in-fact and agents and each of them shall do or cause {0

be done by virtue hereof.

iN WITNESS WHEREOF, the undersigned has subscribed these prasents this 17fh'6ay of March,
1088.

Capacity: Director

Signature

¥
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POWER OF ATTORNEY TO SIGN ANNUAL REPCRT ON FORM 10-K

KNOW ALL MEN BY THESE PRESENTS, that the undersigned director of CAPITAL
CITIES/ABC, INC. (the “Company"}, in his capacity as set forth below, hereby constitutes and
appoints Thomas S. Murphy, Daniel B. Burke and Ronald J. Doerfler, and each of them severaily, his
true and lawful attorneys-in-fact and agents, sach with full power to act with or without the others
and with full power of substitution and resubstitution, to do any and all acts and all things and to
execute any and all instruments which said attorneys-in-fact and agents and each of them may deem
necessary or desirable to enable the Company to comply with the Sezurities Exchange Act of 1834,
as amended, and any rules, regulations and requirements of the Securities and Exchange
Commission thereunder in connection with the filing of an Annus! Report on Form 10-K for the year
ended January 3, 1988 (the “Report”} under such Act, including without Himitation the power and
authority to sign the name of the undersigne:i.director in the capacity indicated below opposite the
name of such director to the Report to be filed with the Securities and Exchange Commission, to any
and all amendments to said Report, and to any and all instruments or documents filed as a part of or
in connection with such Report or any and a!l amendments thereto; and the undersigned hereby
ratifies and confirms all that said atiorneys-in-fact and agents and each of them shall do or cause to
be done by viriue hereof.

IN WITNéSS‘ WHEREOF, the undersigned has subscribed these presents this 17th day of March,
1988.

Capacity: Director




POWER OF ATTORNEY TO SIGN ANNUAL REPORT ON FORM 10-K

KNOW ALL MEN BY THESE PRESENTS, that the undersigned director of CAPITAL
CITIES/ABC, INC. {the "Company"), in his capacity as set forth below, hereby constitutes and
appoints Thomas S. Murphy, Daniel B. Burke and Ronald J. Doerfier, and each of them severally, his
true and lawful attorneys-in-fact and agents, each with full power to act with or without the others
and with full power of substitution and resubstitution, to do any and all acts and all things and to
execute any and all instruments which said attorneys-in-fact and agents and each of them may deem
necessary or desirable to enable the Company to comply with the Securilies Exchange Act of 1934,
as amended, and any rules, regulations and requirements of the Securities and Exchange
Commission thereunder in connection with the filing of an Annual Report on Form 10-K for the year
ended January 3, 1988 (the “Report”) under such Act, including without fimitation the power and
authority to sign the name of the undersigned director in the capacity indicated below opposite the
name of such director to the Report to be filed with the Securities and Exchange Commission, to any
and all amendments to said Report, and to any and all instruments or documents filed as & part of or
in connection with such Report or any and all amendments thereto; and the undersigned hereby
ratifies znd confirms all that said atiorneys-in-fact and agents and each of them shall do or cause to
be done by virtue hereof.

IN WITNESS WHEREOF, the undersigned has subscribed these presents this 17th day of March,
1988.

Capacity: Director

Thomas M. Macioce

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




POWER OF ATTORNEY TO SIGN ANNUAL REPORT ON FORM 10-K

KNOW ALL MEN BY THESE PRESENTS; that the undersigned director of CAPITAL
CITIES/ABC, INC. {the "“Company"), in his capacity as set forth below, hereby constitutes and
appoints Thomas S. Murphy, Daniel B. Burke and Ronald J. Doerfior, and sach of them severally, his
true and Jawful attorneys-in-fact and ageénts, each with full power to-act with or without the others
and with full power of substitution and resubstitution, to do any and all acts and afl things and to
execute any and all instruments which said attorneys-in-fact and agents and each of them may deem
necessary or desirable to enable the Company to comply with the Securities Exchange Act of 1934,
as amended, and any rules, regulations and requirements of the Securities and Exchange
Commission thereunder in connection with the filing of an Annual Report on Form 10-K for the year
ended January 3, 1988 (the ‘‘Report”) under such Act, including without limitation the power and
authority to sign the name of the undersigned director in the capacity indicated below opposite the
name of such director to the Report to be filed with the Securities and Exchange Commission, to any
and all amendments to said Report, and to any and all instruments or documents filed as a part of or
in connection with such Report or any and all amendments thereto; and the undersigned hereby
ratifies and confirms all that said attorneys-in-fact and agents and each of them shall do or cause to
be done by virtue hereol,

IN WITNESS WHEREOF, the undersigned has subscribed these presents this 17th day of March,
1988.

Capacity: Direclor

Signature V




POWER OF ATTORNEY TO SIGN ANNUAL REPORT ON FORM 10-K

KNOW ALL MEN BY THESE PRESENTS, that the undersigned director of CAPITAL
CITIES/ABC, INC. (the “Company™), in his capacity as set forth below, hereby constitutes and
appoints Thomas S. Murphy, Daniel B. Burke and Ronald J. Doerfler, and sach of them severally, his
true and lawful attofneys-in-fact and agents, each with full power to act with or without the others
and with full power of substitution and resubstitution, to do any and all acts and ali things and to
execute any and all instruments which said attorneys-in-fact and agents and each of them may deem
necessary or desirable to enable the Company to comply with the Securities Exchange Act of 1834,
as amended, and any rules, regulations and requirements of the Securities and Exchange
Commission thereunder in connection with the filing of an Annual Report on Form 10-K for the year
ended January 3, 1988 (the “Report”) under such Act, including without timitation the power and
authority to sign the name of the undersigned director in the capacity indicated below opposite the
name of such director to the Report to be filed with the Securities and Exchange Commission, to any
and all amendments to said Report, and 10 any and all instruments or documents filed as a part of or
in connection with such Report or any and all amendments thereto; and the undersigned hereby
ratifies and confirms all that said attorneys-in-fact and agents and each of them shali do or cause to
be done by virtue hereof.

IN WITNESS WHEREOF, the undersigned has subscribed thase presents this 17th day of March,
1988. T

Capacity: Director

Frederick S. Pierce

B LT T Y e T TN

Signature




POWER OF ATTORNEY TO SIGN ANNUAL REPORT ON FORM 10-K

KNOW ALL MEN BY THESE PRESENTS, that the undersigned director of CAPITAL
CITIES/ABC, INC. (the *“Company'}, in his capacity as s:t forth below, hereby constitutes and
appoints Thomas S. Murphy, Daniel B. Burke and Ronald J. Doerfier, and each of them severally, his
true and lawful attorneys-in-fact and agents, each with full power to act with. or without the others
and with fuli power of substitution and resubstitution, 10 do any and all acts and all things and to
execute any and all instruments which said attorneys-in-fact and agents and each of them may deem
necessary or desirable to enable the Company to comply with the Securities Exchange Act of 1834,
as amended, and any rules, regulations and requirements of the Securities and Exchange
Commission thereunder in connection with the filing of an Annual Report on Form 10-K for the year
ended January 3, 1988 (the “Report”) under such Act, including without fimitation the power and
authority to sign the name of the undersigned director in the capacity indicated below opposite the
name of such director to the Report to be filed with the Sacurities and Exchange Commission, to any
and all amendments 1o said Report, and 10 any and all instruments or documents filed as a part of or
in connection with such Report or any and all amendments thereto; and the undersigned hereby
ratifies and confirms all that said attorneys-in-fact and agents and each of them shafl do or cause to
be done by virtue hereof.

IN WITNESS WHEREOF, the undersigned has subscribed these presents this 17th day of March,
198E,

Capacity: Director

................... RS [o) v (B S e Y U 2O
Name

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

Signature
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POWER OF ATTORNEY TO SIGN ANNUAL REPORT ON FORM 10-K

KNOW ALL MEN BY THESE PRESENTS, that the undersigned director of CAPITAL
CITIES/ABC, INC. (the "Comgany'f). in his capacity as set forth below, hereby constitutes and
appoints Thomas S. Murphy, Daniel B. Burke and Ronald J. Doertler, and sach of them severslly, his

“Arue and lawful attorneys-in-fact and agents, each with full power to act with or without the others

s and with full power of substitution and resubstitution, to do any and all acts and all things and to

L 2 ' execute any and all instruments which said attorneys-in-fact and agents and each of them may deem

necessary or desirable to enable the Company to comply with the Securities Exchange Act of 1934,

as amended, and any rules, regulations and requiraments of the Securities and Exchange

Commission thereunder in connection with the filing of an Annual Report on Form 10-K for the year

ended January 3, 1988 (the “Report”} under such Act, including without limitation the power and

- -authority to sign the name of the undersigned director in.the capacity indicated bslow opposite the

o name of such director to the Report to be filed with the Securities and Exchange Commission, to any

and all amendments to said Report, and 1o any and alf instruments or documents filed as a part of or

in connection with such Report or any and all amendments thereto; and the undersigned hereby

ratifies and confirms all that said attorneys-in-fact and agents and each of them shail do or cause to
be done by virtue hereof.

® IN WITNESS WHEREOF, the undersigned has subscribed these presents this 17th day of March,
1988. '

Capacity: Director

John B. Sias

Signature
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POWER OF ATTORNEY TO SiGN ANNUAL REPORT ON FORM 10-K

KNOW. ALL MEN BY THESE PRESENTS, that the undersigned director of CAPITAL
CITIES/ABC, INC. (the “Company"), in his capacity as set forth below, hereby constitutes and
appoints Thomas S. Murphy, Daniel B. Burke and Ronaid J. Doerfier, and each of them severally, his
true-and lawful attorneys-in-fact and agents, each with full power to act with or without the others
and with full power of substitution and resubstitution, to do any and all acts and all things and to
execute any and all instruments which said atiorneys-in-fact and agents and sach of them may deem
necessary or desirable 1o enable the Company to comply with the Securities Exchange Act of 1934,
as amanded, and any rules, regulations and requirements of the Securities and Exchange
Commission thereunder in connection with the filing of an Annua! Report on Form 10-K for the year
ended January 3, 1988 (the “Report”) under such Act, including without Emitation the power and
authority 16 sign the name of the undersigned director in the capacity indicated below opposite the
name of such director to the Repori to be filed with the Securities and Exchange Commission, to any
and al! amendments to said Report, and to any and all instruments or documents filed as & part of or
in connection with such Report or any and all amendments thereto; and the undersigned hereby
ratifies and confirms all that said attorneys-in-fact and agents and each of them shail do or cause to
be done by virtue hereof. ’

IN WITNESS WHEREOF, the undersigned has subscribed these presents this 17th day of March,
1988. ' . '

Capacity: Director

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

Signature




POWER OF ATTORNEY TO S8IGN ANNUAL REPORT ON FORM 10-K

KNOW ALL MEN BY THESE PRESENTS, that the undersigned director of CAPITAL
CITIES/ABC, INC. (the “Company"), in %is capacity as set forth below, hereby constitutes and
appoints Thomas S. Murphy, Daniel B. Burke and Ronald J. Doerfier, and each ‘of them severally, his
true and lawful attorneéys-in-fact and agents, each with full power to act with or without the others
and with full power of substitution and resubstitution, to do any and all acts and all things and to
execute any and all instruments which said attorneys-in-fact and agents and each of them may deem
necessary or desirable to enable the Company to comply with the Securities Exchange Act of 1834,
as amended, and any rules, regulations and requirements of the Securities and Exchange
Commission thereunder in connection with the filing of an Annual Report on Form 10-K for the year
ended January 3, 1988 (the “Report™) under such Act, including without imitation the power and
authority 1o sign the name of the undersigned director in the capacity indicated below opposite the
name of such director to the Raport to be filed with the Securities and Exchange Commission, to any
and all amendments 1o said Report, and to any and all instruments or documents filed as s part of or
in connection with.such Report or any and all amendments thereto; and the undersignad hereby
ratifies and confirms all that said attorneys-in-fact and agents and each of them shall do or cause to
be done by virtue hereot,

IN WITNESS WHEREOF, the undersigned has subscribed these presents this 17th day of March,
1988. '

Capacity: Director

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

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

Signature
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SECURITIES AND EXCHANGE COMMISSION
Hash1nqton, D.C. 20549

FORM 11K ; §
ANNUAL REPORT b

Pursuant to Section 15(d) of the
Securities Exchange Act of 1934

For the Plan Year ended December 31, 1987

A. Full title of the plan and the address of the plan, if different from that
of the issuer named below: _ o

2 I8

ABC SAVINGS & INVESTMEMT PLAM N
1330 Avenue of the Americas (=
New York, New York 10019 500 =

v I

B. Name of issuer of the securities held pursuant to the plan and the address
of its principal executive office:

CAPITAL CITIES/ABC, INC, N
24 East 5lst Street N
New York, MNew York 10022




Item 1.'_Changes in the Plan.

During 1987 the fo110wing?changes were made in the Plan:

In addition to the regular 50 percent matched contributions of 2,

3, 4 or 5 percent of compensation, employees may now also contribute

unmatched contributions of an additional’.2, 3, 4 or 5 percent of
compensation. Such additional contributions may also be designated
all “regular after-tax contributions" (taxable) or all Tax Deferred
Contributions. ; .

~ The percentages of an employee‘s compensation that is contributed to

the Plan, either matched or unmatched, may be changed on the first
day of any month. (Previously, changes in contributions were
permitted once every six months.)

N :
Taxahle contributions %éy now be withdrawn without incurring a
suspension period. Such withdrawals may now be made in 10 percent
iricrements (rather than in 25 percent increments as previously

_ permitted). :

Tax Deferred Contributions may now be withdrawn at any time after age

59 1/2, in 10 percent increments.

For employees of any of the participating companies and divisions who
were previously employees of Capital Cities Communications, Inc., now
Capital Cities/ARBC, Inc. (the "Company"}, for purposes of eligibility
and vesting the Plan will recognize service with the Company prior to
the merger of the Company and American Broadcasting Companies, Inc.

The Plan's definition of "employee" was amended so that the defini-

~ tion of who is eliqible to participate in the Plan, after the com-.

"

pletioni of one year of service, also includes any nonunion talent
employee of the participating companies and divisjons except (i) a
person hired for a position in connection with the production of a
primetime program produced by the Entertainment Division of American
Broadcasting Companies, Inc. ("ABC") or (ii) a person hired in
connection with a special event such as Olympics or Presidential
election coverage. : 4

An emplovee eligible to participate in the Plan who is also eligible

to participate in the Company's Employee Stock Purchase Plan and who
authorizes a contribution to the Employee Stock Purchase Plan at any
time after April 3, 1988 shall thereafter be ineligible to make any
further contributions to this plan (the ABC Savings & Investment

Plan -- the "SIP"). However, such a person shall be entitled to
exercise all other rights of a participant under the SIP with respect
to employee and employer contributions made prior to the date that

such person becomes ineligible to make further contributions into the

SIp.




Ttem 2.

_ | | |
In compliance with the Tax Reform Act of 1986:

(1) No participant may mgfé'more than $7,000 of Tax Deferred
Contributions (or such greater amount as shall be prescribed by
the Secretary of the Treasury) for any year. Any participant
who has elected to make Tax Deferred Contributions and reaches
the $7,000 1imit will be deemed to have elected to make regular
after-tax contributions thereafter for such year.

{2) "Annual additions” (consisting of employer contributions,
including Tax Deferred Contributions, and regular after-tax
contrjputions) to the account of a participant are subject
to certain limitations as to amount. In no event may such
. annual additions under all defined contribution plans main-
ta‘ned by -the Company or ABC, any participating company, or any
‘affiliated company exceed the lesser of: $30,000 or such
greater amount as shall be prescribed by the Secretary of the
Treasury as of the first day of the apniicable year, or 25
percent of compensation (determined after giving effect to
Tax Deferred Contributions).

£

o

Changes iﬁ InvestmentjPoIicy.

This item is not applicable.

el

Contributions Under the Plan.

. B _Item3.

item 4,'

This item is not applicable.

Participating Employees, - - \

Item 5.

There were approximately 6,670 employees participating in the Pian at

= the end of its fiscal year.

Administration of the Plan.

(a) The PYan is administered by the Employee Benefits Committee,
consisting of not fewer than three persons who:- are appointed
by and serve at the pleasure of the Board of Directors of ABC.
The members of the Employee Benefits Committee as of December
31, 1987 are Ronald J. Doerfler, Thomas J. Gorey, Jr. and David
J. Vondrak. Communications to members of the Committee should

" be addressed to them at 1330 Avenue of the Americas, New York,

dew York 10019,




Ronald J. Doerfler is Senior Yice President and Chief Financial
Officer and David J. Yondrak is Vice President and Treasurer of
Capital Cities/ABC, Inc. Thomas J. Gorey, Jr, is Vice President,
Employee Benefits of American Broadcasting Companies, Inc.

~ Total amount of compensation received from the Plan by each of
" the administrators:’

g

None. s

Item 6, Custodian_of Investments.

~{a). Trustee of the Plan which acts as custodian of any of the
’ securities or other investments of the Plan is:

Bankers Trust Company
280 Park Avenue
New York, New York 10017

Compensation réceived from the Plan:
‘None. Expenses from the administration of the Plan are borne hy

ABC. Brokerage commissions and stock transfer taxes are charged
to the Plan.

'Nature and amount of any bond furnished by the Trustee:

None.

Reports to Participating Employees.

Eachrmember“is furnished a statement at the end of each calendar
quarter showing:

(a) Memher's account

{1} Current investment direction

(2) Cumulativé contribution to Plan, net of withdrawals, plus
loans

(3) Opening halance (market value) of each fund in which
participant is invested

(4) Current quarter's contribution

(5 Investment results

(6) Dividends

(7) Fund reallocation

{8). Closing balance

(9) Vested value |

{10) MNumber of shares and uninvested cash in Fund A

(11) Loans and loan repayments

{(12) Withdrawals




o
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- (b) Company‘s account

Opening balance - all Capital Cities/ABC, Inc, Common Stock

Current ‘quarter's contributions

Investment results

Dividends.

Closing balance

Vested value

Number of shares and uninvested cash in Fund A
Hithdrawa1s

Item 8. Investment
)

(a)

(b)

(2)

of_Funds..'

The agqregate dollar amount of brokerage commissions paid
%y4§hg]§1an during the three most recent fiscal years is
1 _

During the three most-recent-fiscal_years, Neuherger &
Berman, Inc., an affiliate of the Plan's Investment
Manager, was paid brokerage commissions for purchases of
securities for Fund B, totalling $77,561. During 1987,
the commissions paid to Neuberger & Berman, Inc. const1-

" tuted 57.8 percent of the total brokerage commissions paid

by the Plan. The dollar amount of transactions involving .
the payment of commissions to Neuberger & Berman, Inc.
constituted 56,3 percent of the aggregate dollar amount

of transactions during 1987. The difference in the two
percentages is due mainly to the type of transactions
handled by Neuberger & Berman, Inc. which are generally
smaller in number of shares and dollar amount. Transac-
tions of this type tend to have a relatively higher
commission rate than the larger trades handled by other

. brokers.

During the calendar vear 1987, neither the Plan nor its invest-
ment manager directed the P1an s brokerage transactions to a
broker or hrokers because of research services.

Item 9. Financial Statements and Exhibits.

{a)

il
5

Financial Statements:

Certified Public Accountants' Reports

Comb1ned Statements of Financial Condition as of December
, 1987 and 1986

Combined Statements of Income and Changes in Plan Equity
for the years ended December 31, 1987, 1986 and 1985
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Notes to Financial Statements

Supplemental Schedules:
Investments at December 31, 1987

' Combimng Statements of Financ1a1 Condition as of
Decenber 31, 1987 and 1986

Combining Statements of Income and Changes in Pian
Eq|;1 !I:ggfsgor the years ended December 31, 1987, 1986
an

Consent of Arthur Young & Company
Consent of Peat Marwick Main & Co.

l"\‘“
Y

{b) Exhibits:

Text of the ABC Savings & Investment Plan as amended thiough
December 31, 1987.
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SIGNATURES

"Pursuant to the requirements of the Securities Exchange Act of 1934, the

trustees (or other persons who administer the Plan) have caused this

- annual report to be signed by the undersigned thereunto duly authorized,

ABC Savings & Investment Plan

Date: March 25, 1988

of the Empigyee Benefits Committee
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_relation'to the basic financial statements taken as a whole.

2
==

'CERTIFIED PUBLIC ACCOUNTANTS' REPORT

»

‘The Board of Directors
Capital Cities/ABC, Inc.:

Ie ‘have examlned the comblned statements of financial condition

- 0of the ABC Savings & Investment Plan at December 31, 1987 and
- 1986 and the combined statements of income and changes in plan
“equity for the years then ended. Our examinations were made in
" accordance with generall ¥y accepted auditing standards and,

accordingly, included such tests of the accounting records and

- such other audltlng procedures as we considered ‘necessary in the
'c1rcumstances. : :

In our oplnion, the combined financial statements as mentloned
above present fairly the financial position of the ABC Savings &
Investment Plan at December 31, 1987 and 1986 and the income and

‘changes’ in plan equity for the years then ended in conformity

with generally accepted accounting pr1nc1p1es applieu on a
consistent basis during the period.

The addytlonal schedules at and for the years ended December 31,
1987 and 1986 have been subjected to the auditing procedures
applied in the examinations of the basic financial statements and
in our opinion, are fairly stated in all material respects in

;'J

ARTHUR YOUNG & COMPANY

";jr

New York, New York
March 25, 1988




_ Peat MarW|ck

Cerllﬁed Fubhc Accountan's

e ‘ PutMarwielx_Mtin‘&Co._ '
. - iy
® . Y 345ParkAverue " Telephone 212 758 9700 Telecapiers 212 758 9819
e ﬂ'(‘} T  New York, NY 10164 Telex 666890 212 308 9064
- b

ACCOUNTANTS’ REPORT

The Board of Directors _
- Capital Cities/ABC,. Inc. :

We have examined.the combined’ statement of income and changes in plan

S : . equity for the year .ended. December 31, 1985, and the related supporting

. Co . schedile of the ABC Savings & Investment Plan., ~Our examination was made

‘. j in  accordance with generally accepted auditing standards and, accordingly,

LR " . included such tests of the accounting records and ~such other auditing
- - procedures as wesconsidered necessary in the circumstances,

e ‘In our  opinion, - the aférementioned combined financial stdtement presents
L B : fairly the income and changes in plan equity of the ABC Savings &
CHE Investment Plan for thé year ended December 31, 1985, in conformity with
generally accepted accounting.. principles applied on a basis consistent
with that of the prec\.dlng .year, Also, in our opinion, the related
supporting schedule, when considered in “relation to the basic combined
financial statement . taken as a whole, presents fairly in all material

. ® L respects the information set fof’tp‘f therein.
| | ?(.A,-\. ﬂMu'{uq Macn 6.

PEAT MARWICK MAIN & CO.

New York, New York :
March 21, 1986 2
LB
.

Member Firrm of
Il Klynveld Peat Marwick Goerdeter

)




ABC SAVINGS & INVESTMENT PLAN

December 31, 1987 and 1986

Assets®

Investments, at market (notes 1 and 3)
- Equity securities:
Capital Cities/ABC Inc. common stock
Gther %
' Tota1 equity securities
~'Other investments (at cost which approximates market):
‘Bankers Trust Generalized Employee Benefit
Trust Interim Investment Fund

Funds on deposit with insurance company
Total other investments

Total investments

Due from participants (note 2)
Interest and dividends receivable
Due from (to) Capital Cities/ABC, Inc.
Receivables from sales of 1nvestments

Total ass ets

fLiabi]ities and Plan Equity _ #

" Due to former participants
‘Payables freom purchases of investments
Plan equity

Total liabilities and plan equity

See ‘accompanying notes to financial statements.

~ Combined Statements of Financial Condition

$ 3,977,236
306,491
189,426,573

1987 1986
$ 136,060,065 $110,002,339
. _ 11,122,815 _ 10,251,425
2282, 2ol
5,212,540 210,231
37,451,233 __ 33,221,230
4:6_';’ : ) 3"
189,846,653 153,685,225
1,292,483 821,209
365,457 355,760
2,031,769 (31, 092)
173,938
$ 193,710,300  $154,831,102

$ 4,210,799
150,620,303

$ 193,710, 300

$154 831, 102




ABC SAVINGS & INVESTMENT PLAN

Combined Statements of Income and
Changes in Plan Equity

Years ended December 31, 1987, 1986 and 1985

_ 1987 1986 1985

Investment income: ‘

' Dividends ) $ 484,844 $ 432,733 $ 1,848,789

Interest 3,235,858 5,172,428 2,326,293

Total investment income 3,720,702 5,605,161 4,175,082

Appreciation of American Broadcasting

Companies, Inc. common stock dis-

tributed to terminated and with- E

drawing participants (note 1) - - 4,260,949
Appreciation of Capital Cities/ABC Inc.

common stock and warrants distributed

to terminated and withdrawing

participants (note 1) ' 1,139,770 498,230 -
Net gain on tender of American Broad- _

casting Companies, Inc. common stock

i (net of unrealized gains at the _

- beginning of 1986 of $78,649 ,963) - - ‘886,103 -
Net ga1n on sales of other common stock - 1,561,690 1,609,427 1,659,316
Net increase in unrealized appreciation =

of plan assets held at year end N
(note 1) 28,088,133 16,166,936 52,539,115
34,510,295 24,765,857 62,634,462
Contributions:
Participants' (note 2) 15,849,443 13,670,223 13,767,869
Employer (notes 1 and 2) 5,089,889 5,741,290 6,085,443
Total contributions 21,939,332 19,417,513 19,853,312
Interest on participants' loans (note 2) 93,349 59,331 - 8,860
Total 56,542,976 44,236,701 82,496,634
Distributions to terminated and
withdrawing participants
(note 1}:
Capital Cities/ABC, Inc. common
stock at market value 4,534,258 6,817,473 -
American Broadcasting
Companies, Inc. common stock,
~at market value - - 6,773,788
Cash 13,202,448 36,416,106 11,452,885
Total distributions 17,736,706 43,233,579 . .
Change in plan equity 38,806,270 1,003,122 64,269,961
Plan equity:
Beginning of year 150,620,303 149,617,181 85,347,220
End of year $189,426,573 $150,620,303  $149,617,181

See accompanying notes to financial statements.




ABC SAVINGS & INVESTMENT PLAN N
Notes to FinanciaT Statements

December 31, 1987, 1986 and 1985

(1) Summary of Sggn1f1cant Accounting Policies

S

(d) Emplover contributions are reported net of forfeitures of 5497,643, $871,772

(a) The accompanying combined financial statements present plan equwty and changes
. therein of the ABC Savings & Investment Plan (the Plan) on ar accrual basis.
The Plan cons1sts of three funds:-
Fund A - Capital C1t1es/ABC Inc.
Common Stock Fund
"Fund 8 -[Diversified Equity Fund
Fund C - Guaranteed Fund

(b) The investment in common stock of Capital Cities/ABC, Inc. (Cap1ta1 Cities/

ABC) and in 1985, American Broadcasting Companies, Inc. is stated at market
~ value which is based on the year-end stock quotation from the New York Stock
Exchange. As a result of the merger of American Broadcasting Companies,
Inc. with Capital Cities Communications, Inc. the American Broadcasting
Companies, Inc. common stock owned by the Plan was converted into cash and
substantially all of the procepds received were reinvested in common stock of
Capital Cities/ABC purchased in the open market. Security transactions are
-~recognized on the trade date. Dividend income is recorded on an accrual
basis as of the ex-dividend date.

Investments of the Diversified Equ1ty Fund consist of equity secur1t1es,
stated at market value, of companies other than Capital Cities/ABC.
Investments of the Guaranteed Fund consist of funds on deposit with an
insurance company under contract which provades for a guaranteed minimum
annual rate of interest of 9.25% for 1987,

Uninvested cash may be temporarily invested in obligations of the U.S.
Government or other short-term investments.

Unrealized appreciation at the beginning and end of each yenr and the net
increase (decrease) for each year included in the accompanying statements
of income and change in plan equity are as follows:

1987 1986 1985

‘Balance at beginning of year $ 16,577,945 $79,060,972 $26,521,857
Less: Amount realized due N

to tender of American

Broadcasting Companies, Inc.

common stock - 78,649,963 -
16,577,945 411,009 26,521,857
Balance at end of year 44,666,078 16,577,945 79,060,972
Net increase $ 28,088,133 $16,166, 936 $52,539,115

(c) Distributions to terminated and withdrawing participants are based upon the
market value of units and/or shares credited to participants' accounts as
of the effective date of termination or withdrawal. The difference between
the market value on the effective date of distribution and the cost of shares
distributed is shown separately in the accompanying comb1ned statements of
income and changes in plan equity.

and $725,212 for 1987, 15986 and 1985, respectively.
(continued)




ABC SAVINGS & INVESTMENT PLAN

l | S : - Notes to Financial Statements

December 31, 1987, 1986, and 1985

o (2) Description of Plan g

» The Plan 1s an employee savings and investment plan for participating employees

' of American Broadcasting Companies, Inc. (ABC) (an indirect wholly owned
subsidiary of Capital Cities/ABC) and affiliated companies as follows:

ABC International Television, Inc.
' ~ ABC Consumer Magazines, Inc.
® ABC Merchandising, Inc.
’ ' ABC Motion Pictures, Inc.
‘ABC News, Inc.
. ABC News Intercontinental, Inc.
i ABC Pictures International, Inc.
- X ABC Radio Network, Inc.
® ' ABC Radio Network Sales, Inc.
: ABC Sports, Inc.
ABC Video Enterprises, Inc.
ABC/Watermark, Inc.
" ABC Wide World of Learning, Inc.
L _ Capital Cities/ABC National Television Sales, Inc.
® Chilton Company
R - o COMPUTE! Publications, Inc.
ESPN, Inc. _
Farm Progress Companies, Inc.
Hitchcock Publishing Company
: ' 'KABC-AM Radio, Inc. _
® _ KABC-TV division of Capital Cities/ABC, Inc.
' KGO-AM Radio, Inc.
KGO Television, Inc.
KLOS-FM Radio, Inc.
Los Angeles Magazine, Inc.
NILS Puiitishing Company
Y Personal” Growth Resources, Inc.
The Miller Publishing Company, Inc.
‘WABC-AM Radio, Inc.
WABC Television, Inc.
WLS, Inc.
: WLS Televisign, Inc.
o WMAL, Inc. o
Word Direct Marketing Services, Inc.
o Word, Incorporated
! ’ WPLJ-FM Radio, Inc.
WYTZ-FM Radio, Inc.

. - . : (continued)
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ABC SAVINGS & IN!ESTMENT PLAN
Notes to Financial Statements
December 31, 1987, 1986 and 1985

Continued

The Plan has been amended effective April 3, 1988 such that an employee
eligible to participate in the Plan who is also eligible to participate in
the Company's Employee Stock Purchase Plan and who authorizes a contribution
to the Employee Stock Purchase Plan at any time after April 3, 1988 will be
ineligible to make any further contributions to the Plan. However, the
employee will be entitled to exercise all other rights of a participant
under the Plan with respect to employese and employer contributions made
prior to the date that the employee becomes ineligible to make further
contributions to the Plan.

Under the Plan, eligible employees may authorize payroll deductions of
either 2, 3, 4 or 5% of their annual compensation to be invested in one or
more of three funds. Such contributions may be in the form of regular
after-tax contributions (taxable), or tax deferred contributions. Capital
Cities/ABC will contribute an amount equal to 50% of such deductions, to be
invested in the Capital Cities/ABC, Inc. Common Stock Fund (Fund A). On
October 1, 1987, the Plan was amender. to allow employees to contribute an
additional unmatched 2, 3, 4 or 5% of-anual contributions, which may also

be designated either taxable or tax deferred contributions. No participant

may make more than $7,000 of tax deferred contributions for any year. Total
annual contributions by the employer and employee to a participant's account
are limited to $30,000 for all defined contribution plans. Participants are
fully vested with respect to their own contributions at all times.
Participants with less than 10 years of service vest with respect to
employer contributions over a three-year period, one-third each year. Upon
completion of 10 years of service, death, permanent disability, retirement

or termination of service after age 65, a participant’s account is

considered fully vested.

On November 11, 1985, the Plan was amended to permit the Employee Benefits
Committee to postpone distributions of a member's account in jnstances where
a member's termination of service arises out of a change in ownership of
stock or all or part of the assets of a member's employing unit and such
member is reemployed by the acquiring entity if such termination is not
deemed a "separation from service" within the meaning of the applicable
jncome tax rulings or regulations, In such instances the Employee Benefits
Committee may postpone the distribution until such distribution may be
accomplished without adverse income tax consequences to the member or to the
Plan or may allow a transfer to another qualified plan or allow a
permissible tax-free rollover.

Effective January i, 1985, the Plan was amended in order to comply with the
provisions of the Retirement Equity Act of 1984 and amendments to the United
States Internal Revenue Code.

Also effective January 1, 1985, the Plan was amended to allow members to
obtain loans equal to the lesser of the amount of such member's account
attributable to tax deferred contributions or the maximum amount allowable
under federal tax regulations. The loans bear interest at a rate determined
by the Employee Benefits Committee,

(continued)
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“ABC SAVINGS & INVESTMENT PLAN
Notes to Financial Statements

December 31, 1987, 1986 and 1985

The value of a participant's account is determined based upon share value
for Fund A and unit values for Funds B and C. Upon permanent disability or
retirement, the amount credited to a participant’s account is distributed to
him or his beneficiary, either in a lump sum or in installments over &
period not exceeding ten years. Upon termination of employment for reasons
other than permanent disability or retirement, the amount credited to the
participant's account is distributed to him in a Tump sum. A participant
may withdraw from the Plan in 10% increments, in a lump sum, of the amount
credited to his account attributable to his contributions at any time,
subject to certain restrictions regarding resumption of contributions and
subsequent withdrawals. Upon a withdrawn participant's termination, the
vested amount credited to his account attributable to company .contributions
js distributed to him.  If a participant terminates prior to vesting with
respect to employer contributions, forfeited funds are used to reduce the
contribution of the sponsor companies. Distributions of Fund A are paid
either in shares of Capital Cities/ABC common stock or cash. Distributions
~ for Funds B and C are paid in cash.

On January 3, 1986 the Plan's investment in common stock of American
Broadcasting Companies, Inc. was converted into cash as a consequence of the
Merger. Prior to the effective date of the Merger, the Plan was amended to
substitute common stockof Capital Cities/ABC as an allowable investment in
Fund A and to enable each participant to exercise special investment
elections to reallocate certain of their interests in the various funds of
‘the Plan and file revised investment elections for future employee
contributions.

The Plan was also amended on March 21, 1986, to transfer the functions of
the Investment Committee to the Employee Benefits Committee.

As of December 31, 1987 there were 6,845 participants in Fund A, 2,310
participants in Fund B and 4,075 participants in Fund C.

As of December 31, 1987 there were 3,586,954 total units in Fund B and
15,304,997 total units in Fund C with unit values of $3.17 and $2.43

respectively.




ABC SAVINGS & INVESTMENT PLAN

Notes to Financial Statements

becember 31, 1987, 1986 and 1985

(3) Changes in Investment in Equity Securities
Changes in investment in equity securities,
‘December 31, 1987 and 1986 were as follows:

Capital Cities/ABC, Inc.
common stock: &
- Balance at December 31, 1985
= =" Purchases _
~ Distribution to terminated and
" = withdrawing participants

Balance at December 31, 1986

Purchases

Distributions to terminated and
withdrawing participants

lﬁgalanceqat December 31, 1987

Other edujty securities: .

Balance at December 31, 1985
Purchases '
Sales

Balance at December 31, 1986
Purchases
Sales

Balance :at December 31, 1987

at cost, for the years ended

Shares Cost

- 5 -
445,142 101,557,593

(34,877) (7,958,542)

410,265 $ 93,599,051

(15.888)  (3,624,747)

394,377 § 82,974,304

268,900 $ 9,728,866
383,133 11,291,696
(325,773) (10,943,793)

326,260  $ 10,076,769
386,167 9,938,411
(258,647) (7,472,676)

$453,780 _ $ 12,542,504




'ABC SAVINGS & INVESTMENT PLAN

' Notes to Financial Statements

' # .
December 31, 1987, 1986 and 1985

(4) Administration of the Plan
TUnder the terms of a trust agreement between Bankers Trust Company (Trustee)
~and the Plan, the Trustee manages the Plan assets on behalf of the Plan.
As of December 31, 1987 and 1986, substantially all the Plan assets were
"held by the Trustee. '

Costs of administering the Plan are paid directly by sponsor companies;
Plan assets are not used to meet such obligations.

- Termination of the Plan _
ATthough the sponsor companies have not expressed any intent to terminate
the Plan, it may be terminated at any time by action of the Board of
. Directors of ABC (an indirect wholly owned subsidiary of Capital
Cities/ABC), subject to the provisions of the Merger Agreement regarding
maintenance of employee benefit plans. In the event of termination, the
amounts credited to the participants' accounts become fully vested and the
" Trustee is required to distribute such amounts to participants or continue
~ the trust fund and pay benefits therefrom in accordance with the
.provisions of the Pian.
7 g
(6) Federal Income Taxes N :

‘The sponsor companies intend to file an application for a determination from
the IRS that the plan as amended through October 1, 1987 meets the
requirements of Section 401(a) of the Internal Revenue Codg, as amended,
and that the trust established ‘thereunder is entitled to exemption from

payrent of Federal income taxes under provisions of Section 501(a) of the
Code.
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Schedule 1

" ABC SAVINGS & INVESTMENT PLAN

e S - Investments
S December 31, 1987
SRR - | | Number of Market
R - Identity and description of issue shares Cost value
. Common stock:
Allied Signal Inc. | 9,000 $ 392,269 $§ 254,250
o Amax Ine. S . | 6,000 102,828 120,000
e Hmerican Electric Power 4,000 106,889 105,000
i * American President : 7,000 173,518 206,500
American Std. : 6,500 242,186 237,250
~ AMR Corp. - | 3,000 160,813 105,750
BN Atlantic Richfield 4,000 252,563 276,000
®  Black & Decker ' 11,500 237,192 217,062 .
S "~ Burlington Northern 4,000 260,474 251,000
" Capital Cities/ABC, Inc. 394,377 89,974,304 136,060,065
-~ CBI Industries | 11,000 324,854 218,625
7 citicorp - L 3,000 56,049 55,875
j®@ Contel Corp. 10,000 = 280,210 290,000
- CSX Corp. 9,200 289,773 267,950
‘Deere & Co. | 3,000 73,725 104,250
Diamond Shamrock R&M Inc. 18,000 293,943 157,500
| . Domtar Inc. 23,000 241,946 261,625
* E Systems Inc. | 10,000 285,890 265,000
C ~ Engelhard Corp. | 13,500 216,113 268,313
‘General Dynamics Corp. 6,500 424,614 316,875
General Motors Corp. 4,000 282,036 245,500
L Gould Inc. 14,000 267,460 168,000
* “Grolier Inc. - - 20,000 211,232 182,500
| GTE Corp. 9,000 270,771 318,375
Henley Group : ' 8,000 152,747 155,000
: - Henley Mfg. 400 7,590 8,000
® ‘Hercules Inc. 2,500 115,735 117,500
o ~IBM Lorp. - | 500 61,815 57,750
Ingersoll Rand Co. 5,000 107,800 177,500
International Minerals & Chemicals 9,000 293,668 427,500
James Riv Corp. 10,000 328,231 237,500
o Kansas City Southern Industries 4,000 224,488 163,500
o ' Katy Industries 11,000 204,821 125,125 -
Litton Industries 4,000 314,202 288,500
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ABC SAVINGS & INVESTMENT PLAN

Investments

o

December 31, 1987

Schedule 1

Total Investments

- Number of Market
Identity and description of issue shares Cost value
'  COthﬁjst0ck (continued)i
~ May Dept. Stores | 4,000 $ 108,104 $ 116,500
" Mobil Corp. _ B : 8,000 - 241,927 313,000 -
--Occident31 Pete Corp. 12,000 403,423 292,500 -
Penn Central Corp. ' 3,600 163,881 . 150,300
Petrie Stores o 11,000 291,158 171,875
Pinnacie West Cap Corp. _ 2,000 62,626 55,500
Pioneer Hi Bred Int"1. : 9,000 305,040 283,500
Prime Computer Inc. : 8,400 121,338 130,200
j'S‘L Industries ' 12,359 107,740 129,770
Salomon Inc. 12,000 427,139 235,500
Sonat Inc. - 10,000 333,568 228,750
Sundstrand Corp. o 5,000 271,578 211,875
Terineco Inc. ' ' 7,000 280,475 278,250
~ Texas Inds. : 8,320 205,962 255,840
“Textron Inc. 11,000 324,519 248,875
United States Shoe Corp. 8,000 191,690 111,000
United Technologies Corp. 7,000 306,982 237,125
~ USF&G Corp. _ 8,000 321,838 227,000
VF Corp. 5,000. 118,188 122,500
"W. R. Grace & Co: 12,000 296,591 288,000
Wang Labs Inc. 20,000 266,111 230,000
Total Common Stock 841,656 $102,382,62/ $147,029,000
Preferred Stock: * | |
Américan President | 1,000 50,000 55,500
Varity Corp. 5,500 84,124 98,312
Stock Warrants: _ _
' Capital Cities/ABC Warrant : : 1 57 68
Total Equity Securities/Warrants ' 848,157 102,516,808 147,182,880
Other Investments: |
- Bankers Trust Generalized Employee
 Benefit Trust Interim Invest. Fund 5,212,540 5,212,540 5,212,540
Funds on Deposit with Insurance Company: _
Group Annuity Contracts with Aetna Life Ins. 37,451,233 37,451,233 37,451,233
Total Other Investments 42,663,773 42,663,773

$145,180,581_$189,846,653




Schedule 2

~ ABC SAVINGS & INVESTMENT PLAN

2

Combining Statement of Financial Condition

s December 31, 1987
B Fund A -
) Capital Cities/ Fund B-
_ ABC, Inc. -Diversified ~Fund C -
§ e ¢ . Common Stock Equity Guaranteed
| Assets ~Total Funds Fund Fund Fund -
- Investments, at market |
> Equity Securities:
p Capital Cities/ABC, Inc. C
B common stock $136,060,065 $136 060,065 $ - 3 -
. _ Other : 11,122,815 68 11,122,747 e
Tota1 equ1ty secur1t1es $147,182,880 §136 060,133 $11,122,747 g -
. Other investments .(at cost |
- which approximates market):

~~ Bankers Trust Generalized
- ‘Employee Benefit Trust _
o Interim Investment Fund $ 5,212,540 % 4,429,559 $ 782,981 $
... Funds on'deposit with _ : _ o _
- insurance.company- . 37,451,233 ' ' 37,451,233
» Total o{.\her investments $ 42,663,773 3 4,429,559 /82,981 §37,451,233
R 'Total i’nvestments 189,846,653 140,489,692 11,905,728 37,451,233
Due from participants $ 1,292,483 $ 1,292,483 § - -
o Interest and dividends receivable 365,457 36,891 43,249 285,317
¥ Due (to) from Capital Cities/ S .

ABC, Inc. 2,031,769 1,714,186 325,758 (8,175)

Interfund transfer receivable _

(payable) - 358,489 (549,816) 191,327
. Receivables from sales of investments 173,938 - 173,938 -
® Total assets $193,710,300 $143,891,741 $11 89§_§§_7‘ $37,919,702
)
o Liabilities and Plan E\qmty
® nue to former part1c1pants $ 3,977,236 §$ 2,948,356 $ 230,573 $ 798,307
 Payables from purchases of investments 306,491 - 306,491 - )
2 P1an equ1ty 189,426‘,573 _140,943,385 11,361,793 37,121,395
TotaT liabilities and :
. 5 plan equity §_193-,210.,300 $143,891,741 §_1__1_§g§_§§7 $37,919,702
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Schedule 2 (ceniinued) -

ABC SAVINGS & INVESTMENT PLAN

Comb1n1ng Statement of F1nanc1a1 Condition

December 31, 1986

~Fund A--
Capital Cities/ Fund B-
" ABC, Inc. Diversified Fund C -
L Common Stock Equity Guaranteed
Assetsj_-- ~ -Total Funds Fund Fund Fund

Investments, at market

Equ1ty Securities: °
Capital :Cities/ABC, Inc. '
common stock $110,002,339  $110,002,339 $ - 3
Other C ' 10,251,425 - 10,251,425 -
% Tota] equity securities $120,253,764  $110,002,339 $10,251,425 $ -

her mvestments (at cost

which approximates market):

Bankers Trust Generalized _

~ Employee Benefit Trust : _ -
Interim Investment Fund % - 210,231 % 13,749 $ 196,482 $ -
Funds on deposit with ‘

@  insurance company ' . 33,221,230 - - . 33,221,230

N Total other investments - $33,431,461 ¥ 13,749 % 196,482 33,221,230

: E Tota] 1nvestments o 153,685,225 110,016,088 10,447,907 33,221,230

" Due from participants § 821,200 $ 821,200 § . $ -

iiﬁe Interest and dividends receivable 355,760 25,915 28,648 301,197
Due- (to) from Capital Cities/

j ABC, Inc. : (31,092) (601,601) 102,897 467,612

. Interfund transfer receivable

L (payab]e) 4 - 26,365 (32,460) 6,095

. Total assets $154,831,102 $110,287,976  $10,546,992  $33,996,134

‘ )} —_— - —— — —— ==—_==$-"——

~ Liabilities and Plan Equity

Pue to former participants $ 4,210,799 $ 2,886,294 $ 238,958 $ 1,085,547
'. Payable from purchase of investments - - - -
Plan equity 150,620,303 107,401,682 - _10,308,034 32,910,587

Total liabilities and ' _
plan equity $154,831,102  $110,287,976  $10,546,992  $33,996,134




Schedule 3

ABC SAVINGS & INVESTMENT PLAN
Combmmg Statement of Income and Changes in Plan Equ1ty

Year ended December 31 1987

Fund A -
~Capital Cities/ Fund B-
ABC, Inc. Diversified Fund C -
e _ . Common Stock Equity Guaranteed
®e . ¢ Total Funds. __Fund Fund Fund
" Investment income: o L :
Dividends = - . § - 484,808 79,536 $ - 405,308 $ -
Interest : < 3,235,858 70,988 _ 28,088 3,136,782
- Total 1nvestment income 3,720,702 150,528 433,3% T~ 3,136,782 .
. Apprec1at1on of Cap1ta1 Cities/ ' '
ABC, Inc. common-stock .
d1str1buted to terminated and _ ,
B mthdrawmg par‘t1c1pants ) 1,139,770 1,139,770 - -
“Net gain on sales of other _ |
. ‘common stock _ 1,561,690 - 1,561,690 -
Net increase in unreahzed
appreciation (deprematwn) _ o
_ _ of plan assets _ . 28,088,133 29,682,485 {1,594,352) _-
. SR - § 34,510,295 § 30,972,779 § 400,734  $ 3,136,782
Contr1but1on5° _ _ _
Participants’ 15,849,443 7,931,724 2,545,577 5,372,142
“Employer 6,089,889 6,089,889 -
. : Total contributions 71,_9'3'9':'3'3'2_ 1,021,613 _"2_.’74?3'7'7' 5,372,142
@ Interest on participants' loans 93, 349 93,349 - -
" Participants' transfers - 407,941 (545,783) 137,842
Total 56,542,976 45,495,682 2,400,528 8,646,766
Distributions to terminated and
. ~ withdrawing participants:
Capital Cities/ABC, Inc. common _ _
stock, at market value 4,534,258 4,534,258 - -
: Cash 13,202,448 7,419,.72__1 1,346,769 4,'435,958
‘ 'Total distributions 17,736,706 11,953,979 1,346,769 4,435,958
. Change in plan equ1ty 38,806,270 33,541,703 1,053,759 4,210,808
- P]an equity: _ |
Beginning of year 150,620,303 107,401,682 10,308,034 32,910,587
| End of year '$189_,4.26’,§73 §}40,94§_,385 511 361 _79}_ $37,121,395




» Investment 1ncome:
g D1v1dends s
Interest _
Tota1 1nvestment 1ncome

aif_Apprec1at10n of Capital Cities/

if; “ABC, Inc. common stock.

d1str1buted to terminated and

"]'”', w1thdraw1ng part1c1pants

r-fiNet tender on sale of Amer1can
=~ -Brpadc¢asting Companies, Inc,
2o common stock (net of

®  unrealized gains at the

.~ - .beginning of ‘the year of

- $78,649, ,963)

Q;Net gain on sales of other
common stock :

" Net increase in unrealized
appreciation of plan assets

- Contributions:
g Participants’
® Employer -
. Total contributions
~ Interest on participants’ loans
Participants' transfers
Total

" Distributions to terminated and
withdrawing participants:

~ Capital Cities/ABC, Inc. common

‘_ . stock, at market value
Cash
Total distributions
Change in plan equity

® Plan equ1ty._
Beginning of year

End of year

E ~ ABC SAVINGS & INVESTMENT PLAN _
' iComb1n1ng Statement of Income and Changes in Plan Equity
3 ' Year ended December 31 1986

_ScheduIé.S (continuéd)

k Fund A -
Capital Cities/ Fund B- o
ABC, Inc. Diversified Fund C =
, 3 Common Stock . Equity Guaranteed
- Jotal Funds Furid Fund Fund
$. 432,733 $ 77,045 $ 355,688  $ -
5,172,428 1,896,881 28,227 3,247,320
5,605,161 1,973,926 383,915 3,247,320
498,230 498,230 - -
886,103 886,103 - -
1,609,427 - 1,609,427 -
16,166,936 _ 16-403 289 (236,353) -
$ 74,765,857 3TT§f7€Tﬁ§ﬁ§ $1,756,989 ¥ 3,247,320
13,670,223 6,172,383 2,246,652 5,251,188
5,741,290 5,741,290 = -
59,331 59,331 - -
- (12,051,599) _(1,946,524) 13,998,173
44,236,701 19,682,953 2,057,117 22,496,631
6,817,473 6,817,473 - -
36,416,106. 23,545,257 2,568,586 10,302,263
43,233,579 30,362,730 2,568,586 10,302,263
“1,003,122  (10,679,777) (511,469) 12,194,368
149,617,181 118 081,459 10,819,503 20,716,219
$150,620,303  $107,401,682  $10,308,034  $32,910,587




i;,;g-;:_ S TS B  Schedule 3 (continued)

" ABC SAVINGS & INVESTMENT PLAN

.’Combining,Stateméht-pf Income and Changes in Plan Equity

- Year: ended December 31, 1985

Fund A -
“Capital Cities/  Fund B-
. ABC, Inc. Diversified Fund C -
P T : Common Stock Equity Guaranteed
> o I ~ Total Funds _Fund Fund __Fund
“Investment income: o o |
0 Dividends $ 1,848,789 ~ $ 1,584,439 $ 264,350 $ -
e Ulnterest _ 2,326,293 58,676 63,422 2,204,195
o . Total investment income 4,175,082 — 1,843,115 327,772 Z,204,195
!! Abbreéiation of:American_Broadcasting
- Companies, Inc. common stock
distributed to terminated and ' _ '
- withdrawing participants 4,260,949 4,260,949 - ..
”1;NE§ gé1h on sale of other - | | | | ig
o _common stock - 1,659,316 - 1,659,316 -
?i Net inCrease"(decrease) in unrealized ' o
. appreciation of plan assets 52,539,115 52,513,637 25,478 -
B T62,634,462 58,417,700 I Z0I2,566 32,204,195
Contributions: |
- Participants' 13,767,869 5,804,843 3,122,154 4,840,872
Employer _ - 6,085,443 6,085,443 - -
’ ~ Total contributions 19,853,312 11,890,286 3,122,154 4,840,872
_ ‘interest on participants' loans 8,860 8,860 - -
" Participants' transfers _ - {451,481) {1,292,668) 1,744,149
'zTota1 ' | 82,496,634 69,865,366 3,842,052 8,789,216
Distributions to terminated and
~withdrawing participants: e
American Broadcasting
»'Companies, Inc. common '
stock, at market value 6,773,788 6,773,788 - -
-- Cash B 11,452,885 6,989,989 1,190,168 3,272,728
Total diStributioﬁ??? — 18,726,673 ,763,77. 1,790,168 3,072,708
Change in plan equity 64,269,961 56,101,589 2,651,884 5,516,488
Plan equity: o |
* Beginning of year 85,347,220 61,979,870 8,167,619 15,199,731
o End of year $149,617,181  $118,081,459  $10,819,503  $20,716,219
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-fCERTIFIED.PUBLICiACCOHNTANTS' CONSENT

-

7 " The Board of Directors

Capital Cities/ABC, Inc.:

We consent to incorporation by reference in Registration
Statement No. 33-2196 on Form S-B of Capital Cities/ABC, Inc. of

_‘our report dated March 25, 1988, relating to the combined

- statements of financial condition of the ABC Savings & Investment
Plan (the Plan) as of December 31, 1987 and 1286, the related
‘combined statements of income and changes in plan equlty for the

years then ended and the additional schedules included in the

Plan's, annual report (Form 11- K) filed with the Securities and
- Bxchange Commission. .

491‘

E_ARTHUR YOUNG' & COMPANY

New York, New York

March 25, 1988
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| ACCOUNTANTS’_CONSENT
The Board of Directors : ; '
" Capital Cities/ABC, Inc.: !

We consent to incorporation by reference in Registration Statement No.

E 33-2196 on Form S-8 of Capital Cities/ ABC, Inc. of our report dated March

21, 1986, relating to the combined statement of income and changes in plan
-equity of the ABC Savings & Investment Plan for the year ended December

31, 1985 and the applicable supplemental schedule, which report appears in

the December 31, 1987 annual report on Form 11-K of the ABC Savings &

- Investment Plan. _
“Raar Muaoice Main g b.

PEAT MARWICK MAIN & CO.

i

New .York, New York
March: 25, 1988
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ABC SAVINGS & INVESTMENT PLAN
(Asrin effect on December 31, 1987)

The ABC Savings & Investment Plan as set forth
hereinrapplies to all employees who are in active service on
. October 1,'1987. In general, the Plan as in effect prior to

the effective date of any amendment will continue to apply

to those who terminated employment prior to such date.

Section 1 - Definitionsﬁ

The following words and phrases as used herein
have the follcwing meaning unless a different meaning is
plainly required by the context:

" 'A. "Plan" means the ABC Savings & Investment Plan
as from time to time in effect.

B. "Effective Date" means the first day of the
month for which the Plan is declared effective by the Board
of Directors. ;

c. "Company" means American Broadcasting Com-
panies, Inc. (a Delaware corporation) and any subsidiary or
affiliated corporation which is authorized by the Board of
Directors to participate in-the Plan and which adopts the
Plan, and any successor oI SUCCESSOrS of any of them, or
which may have heretofore been authorized to participate in
the Plan by the Board of Directors and which has adopted the
Plan. |

D. "Board of Directors'" means the Board of

Directors of American Broadcasting Companies, Inc. (a




Delaware corporation). o >,

E. _Tﬁe term.uEmpioyee.Benefits Conmittee" {sans
the committee appointed by the Board of Directors as

described in Section 9. .

" F. "Plan Year" means the initiil period coammenc-
ing on the effective date and endiﬁg on December 31, 1971,
and each calendar year thereafter.

G. "Employee' means any staff or talent employee
of the Cdmpany who is remunerated in U.S. currency, but
shall ﬁOt 1hc1ude: _

{1i) an empiq?ee of the Company who is represented
by.a union unless such union has a collective bargain-
ing or other agreement with the Company, pursuant to
the terms of which the Plan is to be made avaiiable to
such employee, or

(ii) an employee of a participating subsidiary if
at the time of the adoption of the Plan by such subsid-
iary, or thereafter, it elects to exclude some or all

s employees described in Section 410(b)(3ji(cg of the
Internal Revenue.&bde and the employee is by reason of
such election excluded, or

(ii1) an individual vho is hired for what is intended
by the Company to;be a temporary period for a position
in connection wiéﬁ a special event, such as Olympics
boverage or Presidential election coverage.

(iv) an individual who is hired for a position in
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- connection with the production of a prime time program

'prodt :ed by the Entertainment Division of the ABC

" Television Network.
| (v) an individual who is hired by the Company pur-
suant to an employment agreement or a personal services

agreement if such agreement provides that such indivi-

dual shall not be eligible to participate in the Plan.
Fo:lpurpoee3~o£ this Plan, every nonresident alien
who is not remunerated.in U.s. currency shall be deemed to
be remunerated in U.S. currency if the Board of Directors of
the employing company of such employee so determines.
H. 1. In the case of Full-Time Employees, the
term "Years of Service" means
(1) the number of calendar years {including each
month as 1/12 of a year and each partial month as a
full month) contained in the period beginning on the
date on-which-an Employee first completes an Hour of
Service with the Company and ending on the date of
termination or intetruption of smfh enmployment.

(ii) Service shall not include any service which
pfeceded an interruption in such service if the person
had noIVested interest under the Plan at the time of
such 1nterruption and if the number of full consecutive

one year breaks-in-service contained in such interrup-

tion of such service equals or exceeds the greater of 5
or the aggregate number of years of service not there-

tofore excluded preceding such interruption.




]

(iii) The service of a person whose service has

-been interrupted shall include gdervice thereafter but

-'ehall not be aggregated with service prior to such

'int;rruptipn until such person completes a 12 consecu-
tive month period of-eervice'after_resumption of his
ervice. | .
(iv) An interruption of serVice shell not be deened
to occur if employment recommences within 12 months.

2. In tpe case of Part-Time Empipyees, the term

"Year of Service" means

(1) any twelve consecutive month period in which
a Part-Time Employee hesicompleteﬁ 1,000 or more hours
of service; provided, however, that any twelve consecu-~

tive month period which begins before 1976 shall con-

o atitute a year of service i1f it wvould qualify as such

under the Plan as in effect on either January 1, 1976

or December 31, 1975.

(11) Service shell not include, with respect to
any ?ert-Time Employee who does not have any vested
right to an amount attributable to Company contribu-
tions, service prior to a break-in-gservice if the
aggregate number of consecutive one year breaks~in-
service ofosuch employee shall equal or exceed the
greeter-of 5 or the aggregate number of such employee's
years of service (exclusive of any years of service

theretofore excluded under this exception) prior to the

Sy
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commencement of such break-in-service.

3. Service shall also include all service as an
employee of the Company and all service as an employee of.
any_égrporation oﬁ‘and after the date on which such corpora-
tion, together with the Company, would be deemed to be a
member of a controlled group of corporations within the
meaning of Section 1563(a) (determined without regard to
Section 1563(a) (4) and (e)(3)(C)) of the.Internal Revenue
Code o£'1954 to the extent that such periods of employment
would have counted as service had such employment been by
the Company.

4. Service shall also include, to the extent
determined from time to time by the Board of Directors in
its discretion and/or in accordance with Regulations which
may be pféécribed from time to time by the Secretary of
Treasury or his delegate, service as an employee of any
- predecesgor company Or any other corporation, company or
business which heretofore became or may hereafter become
related to the Company, or any related company, by purchase,
acquisition, merger, consolidation or otherwise.

5. Service shall also include any period during
which an employee is absent from the employ of the Company
under a leave of absence authorized by the Company under
uniform rules and in a non-discriminatory manner, including
a leave of absence for service in the Armed Forces of the

United States.
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| 6. Service shall also include, in the event of
tranéfer of employment of a member to a gubsidiary or affil-
jated corporation not participating in the Plan or to an
ineligible employee group, service with such subsidiary or
affiliate or in such group.

" 1. "Break-In-Service' means any twelve consecu-
tive month period during which an employee has not completed
at lessﬁ 500 hours of service; provided, however, if any
such twelve consecutive month period includes a period of
absence from work for maternity or paterniéy reasons, such
'-employeeﬁghall be given credit for such abgence at the rate
of 8 hour& of service per day or such greater number of
hours as would normally have been credited to the employee
; but for such absence, but not more than 501 hours of service
for_the total period of the absence, credited entirely to a
twelve consecutive month period within which the absence
commenced if such wogld avoid a break-in-service for such
'perioq_or, if not, to the gmmediately following twelve
consecutive month period. For purposes of the foregoing, an
absence from work for maternity or paternity reasons means
an ab;ence due to the pregnancy of the employee, the birth
of a child of the employee, the placement of a child with
theﬁgmployee in connection with the child's adoption by the

\
employee or to the care of such child immediately following

the birth or placement of such child. ’ In the case of an

absence described in this subsection, the period between the
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first and second_anniversariéé of the first date of absence
gshall be treated neither as a period of Service nor as a
period of Break-in-Service.

~J. "Twelve Consecutive Month Period" means a

_period_commencing on the date an employee initially enters

employment or, if such employment terminates for any reason,
the date on which he reenters employment, or any anniversary
of such entry or re=entry date, as the case may be.

K. Except as otherwise provided by any law of the
United States or any rule or regulation issued under any
such law, the term "Hour of Service'" means in the case of a
Part-Time Employee (a) each hour for which an employee is
directly or indirectly paid, or entitled to payment, by his
employer for the performance of duties; {b) each hour for
which an employee is directly or indirectly paid, or
entitled to payment, by his employer for reasons other than
the performance of duties; (c) each hour for which back pay,
irrespective of mitigation of damages, is either awarded or
agreed to by the employer excluding any hour credited under
(a) or (b); and (d) each hour attributable to a period of
gervice with respect to which a Member is not paid or en-
titled to payment (including an approved leave of absence
described in Section H (5)). For purposes of paragraph (d)
of this Séction K, the number of Hours of Service attribut-
able to any such period of service shall be determined by

the Employee Benefits Committee on a basis consistent with
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 the Member's customary work:-week. The Hours of Service to

be so credited shall be determined pursuant to 29 Code of
Federal Regulations, Section 2530. 200b-2 (b) and (c) as
hpromulgeted by the United States Department of Labor, as
amended from time to time. \

Except as otherwise provided by any law of the
_ United States or any rule or regulation issued under any
such law, the term "Hour of Service" means, in the case of
aeFu11~T1pe Employee, each hour for which an employee is
directly or indirectly paid, or entitled to payment by his
employer for'theeperformance of duties.

Hours of service shall be counted on the basis of
eueh records‘ot assumpfions as shall be adopted by the
Epployee Benefits Committee on a nondiscriminatory basis éﬂ
which is consistent with the Plan and permitted by the
' SectetaryQ

L. '"Member" means any individual who has become a
member in accordance with Section 2-of the Plan and whose
jnterest in the Fund has not been completely distributed
pursuant to Section 8.

M. "“Compensation" means the amounts paid to a
member, commencing with amounts paid at the end of the first
full pay period after the effective date, as basic salary
and, if any, as commissions and sales bonuses, and any
portion of such amounts voluntarily deferred or reduced by

the member under this Plan or any other employee benefit
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ﬁlan of the Company available to all levels of employees of
the Company on a non-discriminatory basis upon saFisfaction
of eligibility requirements, but excluding bonﬁ?é; other
than sales bonuses, incentive compensation, profit partici-
pation and compensation for overtime or extended work week
- and any other items of remuneration, provided, that in the
case of an Employee who 1s represented by a union, "Compen-
sation'" means the amount of covered compensation as set
forth in the collective bargaining or other agreement with
the Company pursuant to the terms of which the Plan is to be
pade available £6 such Employee. |

N. "Contributions of Members' means contributions
made under the Plan by payroll deductions authorized by
Members pursuant to SectionIS of the Plan.

| 0. "Company Contributions" means contributions

mﬁde under the Plan by each corporagion participating in the
Plan with respect to Members in its service.
| P. "Fund" meﬁns the trust fund established under
the Plan.

Q. "Trustee" means the corporate trustee from
time to time acting as trustee of the Fund.

R. "Valuation Date" means the last day of each
month.

S. "Secretary" means the United States Secretary

of Labor and/or Secretary of Treasury as the context may

require.
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T. The masculine pronoun wherever used includes

;the feminine pronoun, and the singular includes the plurél.

U. The term "Investment Manager' means an invest-

ment adviser registered under the Investment Advisers Act of

. 1940, a bank (other than the Trustee) as defined in that

Act, or an insurance company qﬁalified to perform invest
management services under the laws of more than one State,

which shall have acknowledged in writing that it is a fidu-

" ciary with respect to the Plan and which shall have the

power to manage, acquire and dispose of Plan assets held in
the Trust Fund.

* ¥. "Affiliated Company" means any company which
is a member of a controlled group of corporations within the
meaning of Section 1563(a) of the Internal Revenue Code of

1954 as amended (Internal Revenue Code), determined without

- regard to Section 1563(a) (4) and 1563(e)(3)(C) thereof,

which controlled group of corporations includes as Members
of the Corporation, Participating Companies and their suc-
cessors or assigns.

W. The term "Full-Time Employee'" means an
Employee who is designated as full-time by the Company under
standards uﬁiformly applicable to all similarly situated
Employees.

X. The term "Part-Time Employee' means an

-'10-




Employee who is not a Full-Time Employee.

Section 2 - Eligibility for Membership

. Every Employee who was a Member immediately prior
) to January 1, 1985 shall be eligible to continue as a Member
e from and after such date. Every _other Employee shall be
T N eligible to b%f:ome a Member on the first day of any calendar
month coinciding with or next following the completion of
® one Year of Service; except that any Employee who at the
time of his employment, transfer to, or reemployment by, the
Company has completed one Year of Service may become a
lo Member as of the date of such transfer or reemployment.
Section 3 - Contributions of Members
P | Each eligible Employee may become a Member by
| electing to contribute to the Fund 2%, 3%, 4% or 5% of his
éompensation. Such contributions (''Matched Contributions")
le may be made out of either after-tax Compensation ("Taxed Con-
tributions of Members!) or by way of before-tax deferral of
Compensation ("'Tax Deferred Contributions of Members'), but
‘ .. | not by any combination of same. Any Member who has elected
to make Matched Contributions equal to 5% of his Compensa-
tion may elect to contribute to the Fund an additional 2%,
t. o 3%, 4% or 5% of his Compensation. Such contribug:idns (""Un-
patched Contributions") may be either Taxed Contributions
of Members or Tax Deferred Contributions of Members, but not
4
-11-:
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ahy combination of same. In no event shall the aggregate of

a Mémber's Tax Deferred Contributions to the Fund for any
calendar year exceed $7,000 (or such greater amount as may
. be prescribed under the Code). Notwithstanding the forego-
ing, if an eligible Employee or a Member makes a payment or
authorizes a payment to be made into the Capitsl Cities/ABC,
Inc. Employee Stock Purchése Plan ("Stock Purchase Plan") at
_any time after April 3, 1988, he shall not be permitted to
‘make.any further contributions to the Fund under this Plan
(unless he is Fhereafter employed by a Company whose employees
are not gligigie to participate in the Stock Purchase Plan).
Taxed Contributions and Tax Deferred Contributions
of Members shall be made by regular payroll deductions and/or
reduétions, respectively, as authorized from time to time
by the Member on a form filed with the Coﬁpany during the
enrollment.periods established from time to time. If a Mem-
ber has elected to make Tax Deferred Contributions, but is
not permitted to make such contributions because of the limi-
tation set forth in the first paragraph of this‘Section, he
shall be deemed to have elected to make Taxed Contributions
under the provisions of this paragraph. A Member may at any
time suspend all (but not less than all) of his Matched and
Unmatched Contributions as of the first day of any month by
notice filed with the Company during the period established

by-the.Emplbyee Benefits Committee ending on or before the
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iSth day of the preceding month. In such event, the Member

may resume making contributions as of the first day of any
subsequent month by filing a new authorization with the Com-
pany during the period established by tne Employee Benefits
Committee ending on or before the 15th day of the preceding
month. Subject to the 1imitation set forth in the first *
paragraph of this Section, a Member may increase or reduce

his Matchedﬁgontributions and/or his Unmatched Contributions

,,,,,
e

within the 2% to 5% limits as of the first day of any month
by filing an election with the Company during the period
established by the Employee Benefits Committee ending on

or before the 15th day of the preceding month authorizing )
a change in his payroll deductions and/or reductions, pro- 
vided that a Member may not make any Unmatched Contributions

" unless he has elected to make Matched Contributions equal to

5% of his Compensation. Amounts contributed by members snhall

be paid by the Ccmpany to the-frustee at regular intervals
and credited to their accoumnts in accorddhce with the ceff%-
fication of the Company as to the names ofméhg contributing
Members and the amounts contributed by each Meﬁ%er as Taxed
Contributions and Tax Deferred Contributions.

A1l Tax Deferred Contributions of Members shall be

considered as employer contributions for Federal income tax

-13-




purposes.

Notwithstanding the foregoing, under no circum-
stances shall a Tax Deferred Contributibn election by & Mem-
ber who is a Highly Compensagbd Employee, as defined in Sec-
tion 414(q) of the Internal Revenue Code, be given effect
to the extent such eleétion might cause the Plan to fail
to meet the discrimination standar&s get forth in Section
401(k) (3) of such Code. In this regard, the average of the
percenéages of compensation elected as Tax Deferred Contribu-
tions under the Plan, by each eligible Employee who is a
Highly Compensated Employee, whécher or not participating in
the Plan for any year, must be either (a) not more than such
average of all other Employees eligible to participate in
the Pian for such yesr multiplied by 1.25 or (b) not more
than 2 percentage points greater than such average of all
other Employees eligible to partiéipate in the Plan for such
ye&f and not more than such average of all other eligible
Employees for such year multiplied by 2. For purposes of
determining the percentage of compensation elected as Tax
Deferred Contributions by an eligible Employee who 18 a
Highly Compensated Employee, the compensation and the Tax
Deferred Contributions of such eligible Employee shall be
considered to include the compensation and Ta; Deferred

Contributions of any of his Family Members, as defined in

£
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Section 414(q)(6) of the internalvRevenue Code. Any such
 :Fam£iy Member shall not be considered to be an eligible
Employee for the purposes of this paragraph. 1In the event
g%e Company determines that the Tax Deferred Contributions
elected ﬁy Members who are Highly Compensated Employees might
cause the Plan to fail to meet the foregoing limitationms, .
the Company shall reduce the permissible peréentages of com-
pensation which may be elected as Tax Deférred_Contributions
under the Plan by Members whb_are Highly Compensated Employ-
ees. The amount of’such reductions shall be determined by
the Employee Benefits Cb;mittee in its sole discretion and
shall be conclusive.

Notwithstanding the foregoing, under no circum-
stances shall a Taxed Contributidn election or a deemed Tax
Contribuiion election by a Member who‘is a Highly Compen-
satéd,Employee, as defined in Section 414(q) of the Internal
'ﬂgyenue Code, -be given effect to the extent such election or
deemed election might éause the Plan to fail to meet the dis-
crimination standards set forth in Section 401(m) of such
Code. In this regard, the aver&ge of the percentages of com-
pensation elected or deemed elected as Taxed Contributions
under the Plan by each eligible Employee who is a Highly
Compensated Employee (vhether or not participating in the

Plan for any year) and allocated as Company matching con-
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tributions to such eligible Employee must be either (a) not
more than such average of all other Employees eligible to
participate in the Plan for such year multiplied by 1.25 or
(b) not more than 2 percentage points greater than such
'average of all other Employees eligible to participate in
the Plan for such year and not more than such average of all
ther eligible Employees for such year multiplied by 2. For
purposes of deternining the percentage of compensation
elected or deemed elected as Taxed Contributions by an
eligible Employee who is a Highly Compensated Employee and
_ailocated.as Company matching contributions to him, the com-

pensation, Taxed Contributions and Company matching contri-

butions uwf such eligible Employee shall be considered to

include the compensation, Taxed Contributions and Company
matching contributions of any of his Family Members, as
defined in Section 414(q) (6) of the Internal Révenue Code.
Any sucﬁgFamily Member shall not be considered to be an
eligible Employee for the purposes of this paragraph. In
the event the Company determines that the Taxed Contribu-
tions elected or deemed elected by members who are Highly
Compensated Employees might cause the Plan to fail to meet
the foregoing limitations, the Company shall reduce the
permissible percentages of compensation’%hich may be elected

or deemed elected as Taxed Contributions under the Plan by




Hembers who are Highly Compensated Employees. The amount

of such reductions shall be determined by the Employee

Benefits Committee in its sole discretion and shall be

conclusive. | | |

W ~In the case of an Employee who is or was employed

| by an Affilieted Company which maintained a qualified
defined contribution plan ("Other Plan") and who is eligible

: to become. a8 member in the Pian, the Employee Benefits
Committee may in its sole discretion authorize a transfer of
such Employee's account in such Other Plan to this Plan., An
Employee shall be fully vested in the balance to the credit
of his account.attributeble'to the amount transferred pursu-
f;nt-to this paragraph but such transferred amounts shall not
be eligible for Company contributions under Section 4. The
Employee Benefits Committee may adopt any conditions or re-
quirements for guch transfer as it may deem advisable,
including, without limitation, written assurance that any
Other Plan meets the requirements of Section 401(3) of the
Internal Revenue Code or that any transferred amount be in
cash. An Employee who has an amount transferred t%fthe Plan
shall become a Member.

_ Section 4 - Company Contributions and Allocation
Among Members

The Company shall.pay over to the Fund, on a
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monthly basis, its matching contributions of 50% of M;mbers'
“‘Matched Contributions after the close of each month. Such
;atch;ng contributions shall be allocated among the Members
in proportion to their Matched Contributions made during the
month for which the'Compéﬁy contributions areﬂbeing made.
NotwitﬁStanding the foregoing, under no circumstances shall
any part ‘of a Company match;rg contribution be allocated to
a Member who is a Highly Compensated Employee as defined in
Section 414(q) of the <Internal Revenue Luo-, if such alloca-
tion might cguse the Plan to fail to meet. the discrimination
standards set forth 1n Section 401 (m) of such Code. In this |
regard, the average of;;he percentages of compensation
elected or deemed elecﬁed as Taxed Contributions under the
Plan by each eligible Employee who 'is a HighlyﬁCompensated
Eﬁ?loyee (whether or not participating in the Plan for any

_year)_and allocated as Cofipany matching contributions to

such eligible Employee must be either (a)-not'%ore than such

average of all other Employeés eligible to participate in
the Plan for such year multiplied by 1.25 or (b) not more
than 2 Percentagezpoints greater than such average of all
i other Employees eligible toﬂparticipate in the Plan for such
? year and not more than such average of all other eligible
Exployees for such year mult;plied by 2. For purposes of

determlnlng the percentage of compensation elected or deemed

e




elected as Taxed Contributions by an eligible Employee who
“jg a Highly Compensated Employee and allocated as Company
-matehing contributions §oﬁhim, the compensation, Taxed
Contributions and Companﬁlmatching-contributions of such
eligible Employee shall be,ﬂonsidered to include the com-
pensation, Taxed Conttlbutions and Company matching con-
triﬁﬁtions of any of h;s Family Members, as defined in
Section 414(q)(6) of tﬁb Internal Revenue Code. Any such

Family Member shall noéﬁbe considered to be an eligible E
Employee for the purposes of this paragraph. In the event “

“ the Company determines?that.th% allocation of any part of a
Company matching conttibution to Members who are Highly
Compensated Employees might cause the Plan to fail to meet
the £oregoing limitations, the Company shall reduce the
amouvnt of Company matching contribution to be allocated to
Members who are Highly Compensated EmplGyees. The amount of

‘such reductions shall be determined by the Employee Benefits

2

Committee in its sole discretion and shall be conclusive.

Tbe total amount of the Fund: forfeited by Members

during any month shall be applied to reduce future Company
Contributions due under the'Plan_and shall be reallocated
I \\(‘

among Members in the same manner as Company Contributions

A,
are dllocated.

<

A
Section 5 - TEE'Fund

" (a) All contributions under the Plan will be made
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to the Fund held by the Trustee appointed by the Board of
_:Directots under a Trust Agreement entered into by the Com-
pany and the Trustee. No person ghall have any right to or
jnterest in the Fund except as provided in the Plan and
Trust Agreement.

(b) The Fund shall consist of three funds, funds
(A), (B) and (C),.as follows:

FUND (A) -.CAPITAL CITIES/ABC, INC. COMMON STOCK
FUND. A fund, together with the earnings thereon consisting

of Common Stock of Capital Cities/ABC, Inc. The Trustee

shall regularly purchase or cause to be purchased Common

- Stock of Capital Cities/ABC, Inc. ip/the open market in

/] ;
accordance with a non-discretﬁbnary purchasing program;

provided, however, if Capital Cities/ABC, Inc. directs at
aﬂy.time'or from time to time, the Trustee shall purchase,
or accept as Company contributions, authorized but unissued
shares of such Common Stock or shares of such Commen Stock
held as treasury stock from Capital Cities/ABC, Inc. Sﬁares ’
of authorized but unissued Common Stock or treasury stock
purchased from Capital Cities/ABC Inc. with the contribu-
tions for any month or year and with dividends received by
the Trustee during any éuch month and any such shares
contributed by the¢ Company for any month or year shall be

purchased or carried by the Trustee at a price equal to the




oF

'_.closing price at which Capital Cities/ABC, Inc. Common Stock

was traded ori the date of the purchase or on the date of the

 contribution, whichever is applicable, as reported in The

Wall Sé:eet Journal for consolidated trading'ofﬁﬂew“fork

Stock Exchange issues. Notwithstanding the foregoing, from
and after the effective time of the merger involving the
Cbnpgny and Capital Cities Communications, Inc. and the
receipt by the Trust F;nd of cash in respect of such merger,
amounts held in fﬁnd.(A) shall be temporarily invested in
su;h short-term fixed income securities as the Trustee

gggermines,azfter consultation with the Employee Benefits

' Committee, pending the investment of such cash in Common

Stock of Capital Cities/ABC, Inc. in such manner and over
such period as the Trustee determines in its sole discre-
tion; provided, however, in no eveng-shall any amouﬁts held
in fund (A) which are attributable to any Member's Contribu-
tions be invested in Common Stock of Capital Cities/ABC,
Inc. until such Member has been furnished-with.a Prospectus
and given the opp;rtunity-to make a special investment
electioﬂ pursuant to Section 5(d)(3) of the Plan.

FUND (B) - DIVERSIFIED EQUITY FUND. A fund,

together with the earnings thereon;, invested in the follow-

~ ing types of investments as the Truste¢ or any Investment

Manager appointed pursuant to Section 9 shall in its sole




discretion determine: (a) common or capital stocks; (b)

preferred stocks, notes, bonds or debentures, convertible
jnto common or capital stocks; (c) warrants or rights to
purchase or subscribe for common or capital stocks or secu-
rities conveitible into common or capital stocks; and (d)
othgr types of equity investments; provided, however, no
investment shall be made in stocks or securities of the
Eompany or affiliates, except that such limitation shall not
apply to any commingled fund in which the Diversified Equity
Fund ma& be invested. _
FUND (C) - GUARANTEED FUND. A fund, together with
the earnings thereon, consisting of a funding account estab-
lished By agreement with one or more insurance companies or
other financial institutions as may from time to time be
designated by the Company in its discretion. Under such
agreement, the insurance company OF financial institution
Shelnguarantee the repayment of principal and the payment
oéfintetEBt at a predetermined rate for a fixed period of
time. If such agreement expires and no further agreement
can be reached with an insurance company or other financial
institution on terms which the Company in its discretion
deens desirable, notice to such effect shall be given to all
Members and such Members shall be given the opportunity to

elect a naw investment direction, subject to the limitations
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contained iﬁ§Seq§ion 5(d) affecting amounts then invested in

the funding account and future contributions. Any such

election shall not be counted as a revised election for

purﬁoses of the 12 month limitation provided for in Section

5(d). In the event that a Member fails to make such elec-

tion within the periocd specified by the Employee_ggnefits

Committee, all amounts held for his account underwfund (C)

" ghall be transferred to fund (B) and his election to invest
in fund (C) shall thereafter be deemed to be an election to
invest in fund §?)-

The T;ustee-or an Investment Manager (as the case
may be) may keep any portion of the above funds of the fund
in cash or in short-term obligations of the United States
Government or agencies thereof or in other types of short-
term investments, including commercial paper (other than

.%gbligations of the Company or affiliates), as it may from
fime“fo time.deem to be in the best interests of the Plan or

" Fund; provided, however, that cash balances (including any

interim investment thereof) sh&ll not be maintained in fund

(A) except to the exteant that such balances are in anticipa-

tion of cash distributions to Members or transfers by

Members from fund (A) or are maintained not to disrupt the

nondiscretionary purchasing prograﬁ of the Trustee required

by the Plan. Cash may be raised for fund (A) by public or
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- private sale, including sales to the Company, in the sole
discretion of the Trustee.

| The Company shall cause to be maintained in an
equitable manner, which shall include a revaluation as of
each Valuation Date at market values, a separate account for
each pérticipént, in which shall be kept a separate record
of the share of suéh Member in each fund of the Fund which
is attribufable to contributions by the Company and to his
‘Taxedaand Tax Deferred Contributions: As soon as practic-
able after the. ¢lose of each Plan year, there shall be sent
" to each Member a written statement of the amount to the
credit of his account as of the last Valuation Date of such
year.

(c) .ELECTIONS FOR. INVESTMENT. All Company Con-
tributions shall be invested in fund (A). At the time an
Employee enrolls for membership under the Plan, he shall
elect in writing to fhe:Company to have his contributions
invested either 1007 in fund (A), 100% in fund (B), 100% in
fund (C), or 50% in fund (A) and 50% in fund (B), or 50% in
fund (A) and 50% in fund (C), or 50% in fund (B) and 50% in
fund (C), or 33-1/3% in fund (A), 33-1/3% in fund (B) and
33-1/3% in fund (C). I1f an employee fails to make a written
election to the Company then his contribution shall be

invested 100% in fund (A).
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. (d) CHANGE OF ELECTIONS FOR INVESTMENT. Each
Member may, by filing a revised written election with the
_ Coﬁpany during the period established by the Company ending
on or before the 15th day of any month, make the following
changes in his investment elections: |
(1) he may, not more than once in any twelve month
period, file a revised investment election with the Company
.applicable to his contributions to be made for the month
following such election and thereafter, subject to the
limitations applicable to his initial investment election;
(2) he may; not mote than once in any twelve month
period, elect to increase or decrease his interest attribut-
able to his ccentributions in one or more of funds (A), (B),
or (C) by transferring all or part of such interest in any
such fund to one or more other such fund so that after any
guch transfer such interest will be allocated among oOT
between the funds subject to one of the following alter-
natives:
(i) 1007 in fund (A)
(ii) 100% in fund (B)
(iii) 1007 in fund (C)
(iv) 50% in fund (&) and 50 % in fund (B)
(v) 50% in fund (A) and 50 % in fund (C)
(vi) 50% in fund (B) and 50 % in fund (C)
(vii) 33-1/3% in fund (&), 33-1/3% in fund (B) and
33-1/3% in fund (C).
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Once a transfer has occurred with respect ito a revised

election, no adjustment between funds shall be allowed on
aécount.of changes in value of the assets held in such funds
until another revised election is made.

(3) he may, following the effective time of the
merger involving the Company and Capital Cities Communica-
tions, Inc. and prior to February 15, 1986 (or such later
date as the Company may determine if such merger is delayed
for any reason), file a revised investment election under
either or both the preceding subsections (1) and (2) without
having such election or elections count as an'eféétion for
purposes of thé twelve month limitation rule set forth
therein. If a Member fails to make a revised investment
election pursuanL to this subsection (3) prior to February
15, 1986 (or such later deadline as may be specified by the
Company), his most recent jnvestment elections shall
continue in effect until changed pursuant to subsection (1)
or (2) above.

All transfers under this paragraph (d) shall be
made as of the_Vaiuation Date following the date on which

the Merber files a revised written investment election with

* the Company.

Section 6 - Voting of and Tender or Exchange Offers
for Capital Cities/ABC, Inc. Common Stock

6.1 Common stock of Capital Cities/ABC, Inc.
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("Company Stock') held by the Trustee shall be voted by the
Trustee at-eaéh annual meeting and at each special meeting
of stockholders of Capital Cities/ABC, Inc. as directed by |
the Member (or his beneficiary) to whose account such Stock
is crediteﬂ. Fractional shares shall be aggregated for this
purpose. The Company shall cause each Member (or his bene-
ficiary) to be provided with a copy of a notice of each such
stockholder meeting and a proxy statement, together with the
appropriate form for indicating his voting instructions. If
instructions are not timely received by the Trustee with
respect to any such Stock, the Trustee shall vote such stock
for or dgainst matters voted on by stockholders in the same
proportion as the votes cast in accordance with the instruc-
tions which have been timely received by the Trustee as to
voting.

6.2 Each Member or his beneficiary shall have the
right to direct the Trustee as to the manner in which to
respond to any tender, exchange or purchase offer, or any
matter related thereto, with respect to Company Stock
credited to his account. The Trustee will endeavor to dis-
tribute or cause to be distributed to each such Member or
beneficiary all written materials received by the Trustee as
record owner of Company Stock pertaining to any such offer

and shall provide forms for giving such directions. A Mem-
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ber or beneficiary may at any time revoke or change any such

direction upon ébbmission to the Trustee of a timely new
direction. 1f directions are hot timely received by the
Trustgeﬁwifh respect to any such Stock, the Trustee shall
accept or reject the offer with respect to such Stock as the
Trustee, in its sole discretion, determines.

6.3 The Trustee shall discharge its duties with
respect to Company Stock over which it has voting authority
orlﬁhé authority to aécept or reject a tender, purchase or
exchange offer solely in the interests of the Members and
beneficiaries of the Plan. To this end the Trustee is
expressly authorized and directed to consider the long-term
best interests of such Members and beneficiaries including,
but not limited to, the history and reputation of an§ person
or persons making a tender, purchase or exchange offer for
Company Stock with respect to continuation of employee bene-
fit plans comparable to the Plan, the discharge or layoff of
employees whose employer has been the successful target of a
similar offer and the closing or sale of business operations
of any such prior target, as well as the immediate financial
gain, if any, to be realized by Members and their benefi-
ciaries under the Plan in respect of any such offer. The
Trustee is authorized to engage independent advisors,

consultants and experts in furtherance of its duties and
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respoﬁéibilities hereunder end the Company agrees to share
with the Trustee any reports and advice obtained by it from
its own;édvisors, consultants and experts. The Trustee
shall also be authorized to consider and give substantial

weight to the instructions and directions given to them by a

majority in rnumber of the Members and beneficiaries with

respect to Company Stock allocated to their accounts and the
Truétee may, but need not necessarily, conclude on the basis
of such instructions or directions by a majority in number
of Members and beneficiaries that the coﬁrse selected by
them is in the best interests of all Members and benefi-
ciaries. If]such majority in number of Members and benefi-
ciaries exceeds 66 2/3%, the Trustee may conclusively rely
upon the decision of such group as the course which serves
the best interest of Plan Members and their beneficiaries.
The Trustee shall also be authorized to disseminate to
' Members and beneficiaries any information obtained by such
Trustee which the Trustee determines, in its sole discre-
tion, to be relevant to the decisions of such Members and
beneficiaries, including but not limited to, the decision of
the Trustee and the primary reason therefor.

6.4 The Company undertakes that it will not exer-
cise duress over any Plan Member with respect to his deci-

sions to be made hereunder and that it will pay all expenses




of the Trustee in fulfilling its fiduciary obligations here-
under, including expenses of any legal proceedings involving
the Trustee or the Trust Fund. The Trustee shall be en-
titled to rely on Section 404(a) of ERISA in acting in
accordance with any instructions or directions recelved by
the Trustee from members and beneficiaries and, by following
the standards set forth above in this Section, the Trustee
shall have fulfilled its responsibilities under Section
404(a) (1) (B) of ERISA. The Company acknowledges its fidu-
ciary responsibility in prescribing such standards in this
Plan, considers such standards to be in furtherance of the
legislative objectives of ERISA and undertakes that it will,
at its sole expense, defend any legal action' challenging

such standards or any actions taken by the Trustee pursuant

thereto and will hold the Trustee harmless for acting in

good faith pursuant to such standards.

Section 7 - Vesting

The amount to the credit of a Member's account
which is attributable to his Taxed and Tax Deferred Contri-
buticns shall be fully vested at all times.

The.amoéht to the credit of a Member's account
which is attributable to Company Contributions allocated to
his account for each Plan Year shall vest as follows:

A. one-thifd at the end of the Plan Year for
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which the contributions were made;
B. g;Nadditional one-thirdpat the end of the
Year immédi;tely following the Plan Year for which
contributions were made; and
C. an additional one-third at the end of the
second Plan Year following the Plan Year for which
contributions were made.
Notwithstanding the foregoing, upon completion of 10 or
Years of Service a Member shall be fully vested in all
amounts to the credit of his account which are attributable

to Company Contributions.

Section 8 -_Distributions

(a) Retirement,‘Disability or Death. As of a

Member's 65th birthday he ghall be 100% vested in the amount

to the credit of his account. If a Member's Service is A

~ terminated by retirement under the Company's Retirement Plai,”
or under a retirement plan to which the Company contributes,
or if his Service is terminated on or after his 65th birth-
day, or if his service is terminated by retirement after his
completion of 10 or more Years of Service and on or after.his
55th birthday, or if his Service is terminated by reason of

disability or death, the amount to the credit of his account

shall be fully vested and shall be distributed to him,




if living, or to his designated beneficiaries, if he dies
before receiving the distribution, in a lump sum &8 5001 as
is practicable following the date of such termination of
Sefvice; provided, however, if the Member is married at the
time of his death, such distribution shall be made to his

surviving spouse unless such spouse has consented to the

Member's beneficiary designation in the manner prescribed
by section 205(c)(2) (&) of the Employee Retirement Income
Security Act of 1974, as amended ("ERISA") .

In lieu of such immediate lump sum distribution, a
Member whose Service has terminated by retirement or dis-
ability or at or after age 65 other than by death may elect
prior to his termination of Service to have the amount to
the credit of his account.as df the last Valuation Date in
the year of termination distributed in a lump sum during the
year following such ternination of Service. In lieu of a
lump sum distribution, such Member may elect prior to his
termination date to have the amount to the credit of his
account paid in anpual instaliments to the Member over a
period of not more than ten (10) years, or the life expect-

ancy of the Member, if such period is less than ten (10)

years, commencing on any ‘date elected by him, but not later

than a date in the calendar year following either his 65th
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birthday or his ter%ination of Service, whichever is later,
and continuing on or‘aﬁout each subsequent anniversary of
such commencement date with each installment calculated

. annually by dividing the then current value of his account
determined as of the last Valuation Date preceding the pay-

ment date by the remaining number of unpaid installments. If

a Member elects jnstallments hereunder and dies prior to the

end of the payment[?eriod, the amount to the credit of the
Member's acCount,aé of the Valuation Date coinciding with or
next succeeding the date on which the Company receives notice
' of the Member's death shall be paid in a lump sum to the
Member's designated beneficiary, or if none, to the Member's
estate; provided hovwever, 1f the Member is married at the
.time of his death his surviVLng spouse shall be considered

to be his designated beneficiary unless such spouse has con-
sented to the Member'% beneficiary designation in accordance
ﬁith.section 205(c) (2)(A) of ERISA. The Member's share of
the addftional'Company matching contributions, if any, for
the year of retirement, disability, termination or death
shall either be distributed within ninety (90) days following
‘the end of such year or as soon thereafter as practicable to
him or to his de31gnated beneflciaries or, if he has elected
an optional form of distribution, shall be edded to the

amount payable under the option elected by him. Any elec-




tion may be changed at any time by the Member prior to his
'terminatiog‘of Service but shall be irrevocable thereafter.
However,'tﬁe Megber may accelerate the payment of any
installment or iﬁstallments by reasonable advance notice
to the Empl&&ee Benefits Committee or the Employee Benefits
Committee may accelerate the payment of any installiment or
ins;pliments\if.such installment represents an amount less
thar a certain minimum determined by such Committee.

1f the amount to the credit of a Member's account
is distributable to him on a deferred basis as provided
above, his éécount shall remain in the Fund subject to
périod;p revaluation and the consequent risk of loss. Each
instaliﬁent distribution shall be made from funds (A), (B)
and (C) in the same proportion that the value of his inter-
est iq{?ach such fund bears to the total value of his
accounf as of the applicable Valuation Date.

Any Member whose Service is terminated by retire-

gent who elects to receive installment payments pursuant to

the preceding paragraph may a}so elect no later than the
15th day of the month prior to his Retirement Date (as
defined in the Company's Retirement Plan), subject to the
limitations contained in Section 5(d), to file a revised
investmégt election with respect to the amount to the credit

of his account, including any amount to the credit of his




)

spouse, respectively, is the designated beneficiary or

.account attributable to Company Contributions and invested

in_fund (A). Such revised election shall be effective and
any transfer required by such election shall be made as of
the Valuation Date following the Member's Retirement Date.
Any such election shall not be counted as a revised election
for purposes of the 12 month limitation provided for in
Section 5(d), but shall be irrevocable thereafter.

A Member shall be considered disabled if a medical
examinef satisfactory to the Company cerfifies that he is
mentally or phyéically disabled for further performance of
duty and that such disaﬁility is likely to be permanent.

 Designation of beneficiaries shall be made in
ﬁriting and filed with the Company in such form and in such
manner as the Company may from time to time designate.
Beneficiaries may be changed in the same manner at any time
prior to the death of the Member. Any beneficiary desig-
ﬁation made by & married Member who is an Employee on or
after-January'i, 1985 shall be ineffective unless his spouse
is the designated beneficiary or comsents to such designa-
tion in accordance with section 205(c)(2)(A) of ERISA. Any
beneficiary designation made by an unmarried Member who
subsequently marries or by a married Member who subsequently

remarries shall be ineffective unless his spouse or new
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consents to such designation in accordance with section
205(c) (2) (A) of ERISA.

(b) Termination of Service for Any Other Reason.

1f the Service of a Member terminates prior to his 65th
 birthday for any reason other than retirement, disability or
death, the amount to the credit of his account which is
vested under Section 7 of the Plan shall be distributed to
him as sooh.as is practicable following the date of such
termination of Service, and the balance shall be forfeited.
Ifﬂsuch Member is reemployed in the Plan Year in which such
termination occurs without incurring a Break-In-Service on
accoﬁnt of éuch termination of Service, such balance shall
be restored to his account.

Notwithstanding the foregoing, if a Member's
Service is terminated prior to his 65th birthday for any
reason other than retirement, disability or death, and as a
fesult of such termination an amount to the credit of his
account is forfeited, the amount of such forfeiture shall
be restored by the Company to his account provided (a) he
is reemployed by the Company prior to the expiration of 60
consecutive months and (b) within 5 years of his reemploy-
ment date he repays to the Fund an amount of cash equal to

the amount distributed to him from the Fund at termination
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of his Service. Any amounts repaid or restored under this

"paragraph ghall be repaid or restored to funds (A), (B)

"and/or (C) in accordance with the investment election of the

Member in effect at the time of repayment and restoration.

Notwithstanding the foregoing,; if a Member's

‘Service is terminated as the result of & Company reorganiza-

tion, including a change in ownership of the stock or all or
part of the assets of his employing company or employing

unit, the vested amount to the credit of such Member's

. account as of the Valuation Date coinciding with or next

following the date of such termination shall be distributed
t6 him as soon thereafter as practicable; provided, however,
that if the termination of Service of such Member and other
affected Méﬁbets are not regarded, or may not be regarded,
as “"separations from service" within the meaning of the
Federal income tax rulings and regulations, the Employee
'ﬁenefits Committee in its sole and absolute discretion may
determine, with the advice of counsel and under standards
uniformly applicable to all Members affected by such reor-
ganization of the Company, to postpone distribution of all
or any portion of the Member's account until such distribu-
tion may be accomplished without adverse income tax conse-

quences to the Member or the Plan. The Employee Benefits
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Committee shall also have the authority to approve the

transfer of all or any portion of the Member's account to a
tax-qﬁalified plan in which he becomes a participant or in
which he becomes eligiblé to participate after his termina-
tion of Service or fo approve a later distribution of all or
any portion of his account if the Federal income tax laws
Jpermit a tax-free rollover of such distribution by the
Member and such distribution does not have adverse tax
‘consequences- to the Plan. If distribution of all or any
portion of a Me&ﬁer's account is postponed pursuant to this
‘paragraph of the Plan, such account shall remain in the

Trust Fund subject to periodic revaluation under the terms

,,,,,

rights of membership in the Plan as may be determined by the
Employee Benefits Committee in its sole and absolute discre-
tion, except that he shall not be permitted to make any
‘further contributions under the Plan, shall not share in any
additional Company contributions made under the Plan and
shall not be permitted to utilize the loan provision set
‘forth in Section 8(e) of the Plan.

it

(c) Withdrawals of Amounts Attributable to Member

Contributions. A Member may at any time withdraw 10% or

more (in multiples of 10%) of the amount to the credit of
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his account attributable to his Taggd Contributions as of
the Valuation Date coinciding witﬁzor next following the
date on which he files a withdrawal application with the
Company. A Member who has attained age 59 1/2 may also at
any time withdraw 10% or more (in multiples of 10%Z) of the
amount to the credit of his account attributable to his Tax
Deferred Contributions as of the Valuation Date coinciding
with or next following the date on which he files a with-
drawal application with the Company (excluding, however, any
portion of his account invested under Section 8(e) in a loan
to such Member). Any such distribution to a Member shall
be made from funds (4), (B) and/or (C) in the same propor-
tion that the value of his interest in such fund bears to
the total value of his account as of the applicable Valua-
tipn.Date. Notwithstanding the foregoing, a Member with an
outstanding loan balance under Section 8(e) of more than
-$10,000 shall not be permitted to make a withdrawal under
this Section 8(¢) which would reduce the total vested amount
to the credit of the Member's account after such withdrawal
(exclusive of such loan balance) to an amount less tpan 200%
of such loan balance.

(d) Special Withdrawal. In accordance with rules

established by the Employee Benefits Committee uniformly ap-
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ﬁlicable to all Members, a Member with the approval of such

Committee may at any time withdraw without pemalty a speci-
fied amount of the vested portion of his account attribut-
able to his Taxed and Tax Deferred Contributions and Company
Contributions {excluding, however, any portion of his
account invested under Section 8(e) in a loan to such
Member) upon his written applicationm to such Employee Bene-
fits Committee showing demonstrable financial need for a
distribution in the amount requested in order to meet extra-
ordinary medical or medically related expenses, substantial
costs related to residential requirements of the Member and
‘his family, or family educational expenses in an amount
considered by such Committee to be burdensome in relation to
the Member's other available financial resources for meeting
‘such expenses, extraordinary expenses related to unantici-
pated casualty, accident or other misfortune or any other
similar needs approved.by such Committee in its sole discre-
tion. Any such distribution to a Member shall be made first
from amounts to the credit of his account attributable to
his Taxed Contributions and only after exhaustion of such
amounts from amounts to the credit of his account attribut-

able to Company Contributions made with respect to his Taxed




Contribut%gns and only after exhaustion of both such amounts
- from amount& to the credit of his account attributable to
his Tax Deferred Contributions and only after exhaustion of
all suéh amounts from amounts to the credit of hia'account

. attributable to Coﬁfany Contributions made with respect to
‘'his Tax Deferred Contributions. All such distributions
shall be made from funds (4). (B) and/or (C) in the same

o proportion that the value of his interest in such fund bears
to the total value of his account as of the applicable
Valuation Date. Notwithstanding the foregoing, a Member
with an outstanding loan balance under Section 8(e) of more
than $10,000 shall not be permitted to make a withdrawal
under this Section 8(d) which would reduce the total vested
amount to the credit of the Member's account after such

withdrawal (exclusive of such loan balance) to an amount

less than 200% of such loan balance.

(e) Loans. Members in active Service may, after
two (2) years of membership, be entitled to borrow against
their account balances to the extent gsuch balances are
attributable to their Tax Deferred Contributions; provided,
however, any such loan and the reason therefor must be

approved in advance by the Employee Benefits Committee under




rules applicable to all Members on a reasonably equivalent

basis. No Member gshall be permitted to have more than one
loan outstaoding at any point in time and no loan shall be
approved By the Employee Benefits Committee within twelve
(12) months after the Member has repaid or completed repay-
ment of a prior loan. All loans shall beiir a reasonabie
rate of Enterest as determined by the Employee Benefits
Committee to remain in effect for the term of theoloan,
shall be adequately secured by the Member's account and by
the Member's executed promissory note, and shall be repay-
able in full over a nonreefwable repayment period not to
exceed five (5) years from the date the loan is.made to the
Member. Prior to the time a Member receives the proceeds of
any loan, he shall authorize repayment of same, together
with 1nterest thereon, by regular payroll deductions or by
‘such other method as may be approved by the Employee Bene-
fits Committee; provided, however, the Member may at any
time prepay in full the outstanding balance of such loan
“without penalty.

The amount to the credit of a Member's account
which is attributable to his Tax Deferred Contributions and

which is the maximum amount available for a loan shall be
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determined as of the Valuation Date immediately following

the date his 1qan is approved by the Employee Benefits Com-
E mittee';xcept that under no circumstance may & Member borrow
more than the smaller of:

(a) $50,000; or

. (b) one half of the total amount to the credit of

the Member's accounf'attributable to his Taxed Contribu-
tions, Tax Deferred Contributions and vésted Company Con-
tfibution (but not less than $10,000). In addition, no
Memger shall be permitted'tO'bbrroﬁ less than a minimum
amount determined from time to time by the Employee Benefits
Conmittee in its sole discretion. | )

1f a Member defaults on any scheduled repayment of
principal and/or interest, the Employee Benefits Committee
shall have the right to accelerate repayment or to demand
‘immediate repayment of the entire amount outstanding.
Failure by the Employee Benefits Committee to accelerate
repayment or to demand immediate repayment of any loan in
default shall not be regarded as a waiver of such right.

Each loan macde hereunder shall be an investment of

the Member's account over which such Member has exercised

‘investment control and the proceeds of any such loan paid to




the Member shall be made from funds (4), (B) and/or (C) in

the same prdportion that the value of his interest in each
such fund attributable to his Tax.néferred Contributions
bears to the total value of his account attributable to his
Tax Deferted Contributions as of the‘hpﬁlicable Valuation
Date. All interest payments and repayments of principal
shall be credited to the Member's account and shall be
invested in funds (A); (B) and/or (C) in accordance with the
Tax Deferred Contributions investment election of the Member
i{n effect at the time of such payments.

Upon the termination of Service of a Member for
any reason at a time when he has any unpaid balance of prin-
cipal or interest on an outstanding loan, such loan shall
thereupon be deemed to be in default end the value of the
Member's account shall be reduced by the amount of such
unpaid balance of principal and interest in complete satis-
" faction of the Member's loan obligation hereunder.

(£) Method of Distribution. Withdrawals pursuant

to Section 8(d) and loans pursuant to Section 8(e) shall be
in cash. Withdrawals pursuant to Section 8(c) and distribu-
tions on account of termination of Service shall be in cash

and to the extent any such withdrawal or distribution is




®

frdﬁ £u;d_(A)-such withdrawal or distribution shall be in
whole shares of Common Stock of Capital Cities/ABC, Inc. and
cash in lieu of fractional shares unless the Member elects
by reasoﬁablé written notice to the Company prior thereto
that such withdrawal or distribution be entirely in cash.

1f a member becomes entitled to a distribution of whole
shareé of bdmmon Stock prior to the date fund A is substan-
tially reinvested in such Common Stock, the amount of hils
distribution“ffom fund A shall be determined as of the-Valu-
ation Date immediately following such date and shall be made
as socn thereafter as practicable. The Employee Benefits
Committee shall have the right in its sole discretion to
direct at any time the distribution in cash of the entire

amount vested in the account of any Member who is not

currently making contributions if such account has a value

‘less than a certain minimum determined by the Employee

Benefits Committee. '

(g) Notwithstanding any other provision of this
Section to the contrary:.

(i) The distribution of a Member's benefits under

the Plan shall be made or commence to be made not later

than
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(A) April 1 of the calendar year following
the calendar year in which the Member attalns age
.70-1I2, if he is a 5-Percent Owner.

- (B) -the later of (1) the date set forth in
paragraph (A) and (2) April 1 of the calendar year
following the calendar year in which)the Member
'retires, if he is n6t a 5-Percent Owner.

(1) If the Member's retirement benefits have not

been distributed in the1r~entirety by the applicable

date set forth 1n-peragreph (i), they shall be
distribeted, in accordance with rules preecribed by
Treasury regulations, beginning not later than such
date, |
(A) over the life of the Member, or
(B) over the lives of the.ﬁeﬁber and a
beneficiary designated by him, or
(C) over a period not'extending beyond the
1ife expectancy of the Member or the life
.expectﬁﬁcy of the Member and such designated
beneficiary.
(iii) No distribution of any part of a Member's
benefits shall be made to him until he attains age

65, unless the Member consents in vwriting to such
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distribution._

(h) Notwithstanding any other provision of this
Section to the contrary, the distribution of any benefits on
account of ‘a Member's death shall be made in_aécordance with
the following limitations.

| (1) If the distribution of the Member's
o reti.rement benefits has commenced in accordance with
_the prpvisions_of subsection (g), and the Member dies
before such benefits have been distributed to him in
their entirety, then the remaining portion of such
benefits shall be distributed at least as ‘rapidly as
under the method by which such benefits were being

_distributed at the date of the Member's death. -

(ii) If the Member dies.before any part of his
benefits have been_diStributed to him, then such

| benefits shall be distributed to the Member's

' Beneficiary(ies) within 5 years after his death.

(1ii) For the puréoses of paragraph (ii), if any
portioh of the Member's benefits is payable to (or for
the benefit of) a designated'beneficiary and will be

e T . distributed beginning not later than one year after the
date of the Member's death (or such later date as may

be préscribed by Treasury regulations) over the 1ife of
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‘gbegin.i

1 gsuch designated beneficiary or over a period not
”_extending beyond such beneficiary 8 life expectancy,
dthen such portion ghall be treated as distributed in

lfull on the date on_which distributions of such portion

(iv) Notwithstanding the provisions of paragraph

:_(ii) if the designated beneficiary referred to in
_paragraph (iii)~is the: Hember g8 surviving spouse the |

'Hember s benefits shall not be. required to be
distributed beginning earlier than on the date the

Member would have attained age 70-1/2.- If such

: surviving spouse dies before such distributions begin,

the rule of pa*agraph (i1) shall be applied as if the

tsurviving spouse were the Member.

(1) For the purposes of the application-of.the rules

of subsections (g) and (h), the following shall apply:

(1) "5-Percent Owner" shall mean any person who
owns (or is considered as owning within the meaning of

Internal Revenue Code Section 318) more than 5% of the

g outsfanding stock of the Comnany or stock possessing jlﬂ

more than 5% of the total conbined voting power of all

stock of the Company,

(ii) The life expectsncies of a Member and his o




"'spouse may be‘redetermined, in accordance with rules

prescribed by Treasury regulations, but not more

frequently tnan annually. i

(j) Notwithstanding any other provision of this

| Section, no form of benefit distribution shall be prescribed

by or for a Member unless -either: }
| (i) (A) payments under euch form will not be
made for a period in excess of the life expectancy of
- the Hember.end'his‘spouse; and
(B) the periodic payments to be made to the
" Member's beneficiary will not be greater than the
periodic payments to be made to the Hember during
- his lifetlme, or |
~ (i1) »the present value of the totel payments to
be made to the Member unéer such form shall be more
than 50% of the present value of the total payments to

be made to him and his beneficiary under such form.-

_SeCtion 9 - Administration“of the Plan

'(a) The-ngpany?jbyﬁ}ts approval of the Plan, as
amended, accepts responsibility as a named fiduciary of the

Plan with respect to the selection, retention and replace-

~ment of the Trustee of the Trust Fund, the selection of the

4,

-49-




members of the Employee Benefits Committee and for reviewing

the performance of such Committee as to the fiduciary duties
- and respoﬁsibilities vested in it under the Plan as herein-
after set forth. The Company shall act through its Board of
Directors or any committee of the! Board authorized b& the
Board of Directors to so act.
| (ﬁ) The Employee Béﬁefits Committee shall consist
of not less than three persons to be appointed by the Board
of Directors. Any member of such Committee may resign or be
removed by the Board of Directors and new members may be
appointed by the Board of Directors. -
| (c) Any person appointed to be a member of the
Employee Benefits Committee shall signify his acceptance in
writ%ng to thé Board of Di:ggtors. Any member 6f such
Committee may resign by delivering his written resignation
éo the Board of Directors and such resignation'Shall become
‘effective upon delivery or upon any date specified therein.
(d) The Employee Benefits Committee shall select
a Chairman and may select a Secretary (who may, but need.
not, be a member of the Committee) to keep its records or to
assist it in the doing of any act or thing to be done or
performed by the Committee. -
| (e) The Employee Benefits Committee may hold

meetings for any purpose so long as two members shalIFbe




present at such meetings provided that a majority of the
members of such Committee at the time in office shall
constitute a quorum for the taking of action af any meeting.
Any determination of the Committee may be nade by a majority
of the members present at any meeting thereof, or without a
meeting by a resolution or written memorandum concurred in
by all of the members then in office.

(£) The Employee Benefits Committee shall have
primary responsibility and authority for the determination
of the Plan's overall investment objectives and policies,
the selectioﬁ, retention and replacement of any Investment
Manager or Managers from time to time designated by it to
have responsibility for the management and control of assets
of the Trust Fund or any portion thereof, and the Insurance
Company or Companies, the allocation of Plan assets among
and the determination of investment objectives and policies
with respect to the Trustee and each such Investment Manager
and Insurance Company or Companies. Such Committee shall
report regularly, at least annually, to the Board of Direc-

tors with respect to its activities in connection with

carrying out its responsibilities and authority under the

Plan.
(g) The Employee Benefits Committee shall also

have responsibility and authority for reviewing the Plan's




investment objectives and policies set forth for fund (B),
and for reviewing and evaluating the performance and poli-
cles of the Trustee of the Trust Fund, any Investment
Managef, the Insurance Company or Companies and the terms of
any contract purchased by the Company pursuant to fund (C).
The Committee shall have no authority with respect to the
acquisition or disposition of Plan assets and such authority
shall be the exclusive responsibility of the Trustee of the
Trust Fund or an Investment Manager or Managers, as the case
ma§ be.

(h) Except to the extent reserved to the Board of
Directors, thé Employee Benefits Committee shall have
primary responsibility and authority for the administration
of the Plaﬁ, including the adoption of rules for the
administration of Sections 3 and 8(d) and (e) of the Plan
and full authority to determine all questions arising in
‘connection with such Sections, and shall have the power and
the duty to take all action and to make all decisions neces-
sary or proper to cafry out the Plan. The determination of
the Employee Benefits Committee as to any question involving
the general administration and interpretation of the Plan
shall be final, conélusive and binding. Any discretionary
actions to be taken under the Plan by the Employee Benefits

Committee with respect to the classification of employees,
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Hemb'er_s, contributi_ons or benefits shall be uniform in their

'_.n'a.ttxre and applicablé to all persons similarly situated.

‘. Without limiting the generality of the foregoing, the
;;'i' Empldyee'Benefits'Committee shall have the following powers
7;;:  and duties:
* B _
- (1) To require any person to furnish such infor-
mation.as it may requgsf for the purpose of the proper
- ﬁdministration of the Plan as a condition to receiving
. any benefit under the Plan;
f' : | ”(2) To make and enforce such rules and regula-
. ' tions and prescribe the use of such forms as it shall
deem necessary for the efficient administration of the
Plhn;
° (3) To interpret the Plan and to reaolve ambigui-
%7 tigk, inconsistencies and omissions;
o ' (4) To decide on questions concerning the Plan
;. | and the eligibility of any employee for Membership in
the Plan in accordance with the provisions of the Plan;
| (5) To determine the amount of benefits which
'.. shall be .p_ayablg to any person in accordance with the
' provisions of the Plan; and
T | (6) To allocate any such powers and duties to or
o among such one or more members of the Employee Benefits
o Committee and to delegate any discretionary or minis-
.
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‘terial powers to such egents,.depositaries and others

‘as it shall deem advisable for the proper adminis-
tration of the Plan.
'(i) .The Employee Benefits Committee shall have

the responsibility for compiling the financial information

and projections with respect to anticipated contributions to
and distributions from the Plan so that the current and

ongoing liquidity and other fxnancial needs of the Plan may

| be properly integrated into its recommendations to the Board

of Directors respecting the Plan's investment objectives.

(j) The Employee Benefits Committee and any

- persons to whom it may delegate any of its duties or powers,

the Company and the officers and directors thereof shall be

entitled to rely conclusively upon, and shall be fully

protected in any action taken or suffered by them in good
faith in reliance upon, any actuary, accountant, counsel,

‘other specialist or other person selected by the Committee

or in reliance upon any tables, valuations, certificates,

opinions or reports which shall be furnished by any of them
or by the Trustee or the Insurance Company or Companies. No
member of.the Empléyee Benefits Committee or the Compeny or

the officers or directors thereof shall be liable for any

neglect, omission or wrongdoing of the Trustee or the Insur-

ance Company or Companies. The Employee Benefits Committee
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shall have the authority to retain counsel, independent

consultants and advisors and such clerical, medical and
4aéc0unting gervices as it may require in carrying out the
ptoviéions of the Plan and to compensate same out of Plan
assets.

(k) In carrying out its responsibilities, neither
the Employee Benefits Committee nor any person to whom it
may delegate any of its duties or powers shall be liable for
any action or failure to act except for its or his own gross
negligence or willful misconduct, nor for the payment of any
"~ benefit or oﬁher amount under the Plan. No meﬁ?er of the
Employee Benefits Committee shall be personally liable under
any contract, agreement, bond or other instrument made or
executed by him or on his behalf as a member of the
Committee; nor for any mistake of judgment made by him or on
his behalf as a member of the Committee; nor for any actionm,
failure to act, or loss unless resulting from his own gross
negligence or willful misconduct; nor the qeglect, omission
or wrongdoing of any other member of the Committee.

(1) All expenses incurred prior to termination of
the Plan that shall arise in connectioﬁlwith the administra-
tion of the Plan, including but not limited to the compensa-
tion of the Trustee, administrative expenses and other

proper charges and disbursements of the Trustee and compen-




sgtion and other expenseé and charges of any actuary, ac-
countant, counsel, specialist or other person who shall be
employed by the Employee Benefits Committee, shall be paid
by the Company except to the extent that such expenses are
charged t6 the Trust Fund or the fund held under the
Insurance Contract or Contracts.

(n) Subject to the provisions of the Trust Agree-
ment and the Insurance Contract or Contracts, the Employee
Benefits Committee shall determine the manner in which the
funds of the Plan shall be disbursed pursuant to the Plan.

(n) The'EmPloyee Benefits Committee may authorize
one or moré of its number or any agent to pake any payment
in itsﬁbehalf, or to execute or deliver any linstrument
except that a requisition for funds from the Trustee shall
be signed by two members of the Committee.

(0) The members of the Employee Benefits Commit-

tee shall serve with such compensation for their services as

shall be agreed by the Company. All reasonable expenses
incurred in the performance of their duties shall be paid by
the Company. Unless otherwise determined by the Board of
Diréctors, no member of the Employee Benefits Committee

" shall be required to give any bond or other security in any

jurisdiction.




(p) The Secretary of the Employee Benefits

Committee shall cause to be attached to the Plan a current
1ist of the persons serving from time to time as Trustee and
Members of such Committee under the provisions of the Plan.

(q) As of January 1, 1975, the Employee Benefits
Committee shall cause every person who shall be a fiduciary
| of the Plan and every ﬁérson who shall be authorized to
_handle funds or other property of the Plan who shall not be
specifically exempt from the requirements of this Section
9(q) under the provisions of Section 4.12 of the Employee
Retirement Income Security Act of 1974 or any Regulation of
the Secretary thereunder, to be bonded pursuant to such Act.

(r) Any person may serve in more than one fidu-
ciary capacity under the Plan.

(s) Except as provided in Sections 405(b) (1) and
405(d) of the Employee Retirement Income Security Act of
1974 any provision of the Plan which purports to relieve
any fiduciary from responsibility or liability for any
responsibility, obligation or duty under Title I, Part 4 of
said Act shall be null and void.

Section 10 - Amendment, Termination or Suspension

No part of the corpus or income of the Fund shall

be used for or diverted to purposes other than for the




exclusive purposes of providing benefits to Members and

their beneficiarigs end defraying reasonable expenses of
administefing the Plan. Subject to this provision, the Plan
| may-bg amended at any time by action of the Board of Direc-
tors, and any amendment may be given retroactive effect;
provided, however, that no amendment shall have the effect
of depriving any:;ember or beneficiary of all or any part of
the amount then credited to his account under the Plan, nor
shall any amendment.be made without the approval of stock-
‘holders of Capital Citiés/ABC Inc. which would have the
effect of increasing the aggregate annual cost to the
Company (except to the extent that any such increased cost
results from an amendment which increases the number of
employees eligible to participate in the Plan), after giving
effect to all previous amendments, by more than 15% of what
such aggregate annual cost would have been if no such amené-
‘ments had been made.

The Plan may be terminated at any time by action
of the Board of Directors. In the event of termination or
complete discontinuance of contributions under the Plan by
the Company no contribution shall be made thereafter, except
for a month preceding the month in which such termination or
discontinuance occurs, and the rights of all Members at.the

date of termination or discontinuance to the amounts to the




'credit o£“their‘sccounts shali thereupon become vested.

Pursuant to the instructions of the Employee Benefits

Committee, the Trustee shall thereupon elther proceed to

11quidste the Fund by distributxng to a1l Members the

'amounts to- the credit of their accounts in cash or in kind,

as determined by the Employee Benefits Committee or continue

to hold the Fund in triist and topay benefits therefrom in

_sceordance with the provisions of the Plan,

disregarding, however, a11 provisions for forfeitures. i
Company Contributions may from time to time be
temporarily suspended by action of the Board of Directors.

In the event of temporary suspension of contributions, no

- ,contribution shall be made thereafter during the period of

such suspension, except for a month preceding the month in
which such suspension occurs. Such suspension may also, at
the discretion of the Committee, result in the temporary o
suspension of Members' Contribntions under the Plan but
Members' Contributions may be resumed at the end of such
temporary suspension. The'period of temporary suspension of
contributions shall be determined solely by the Board of
Directors. A temporary suspension of contributions for a
period ending later than the last day of the Plan Year

following the last Plan Year for which a substantial Company
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_contribution was made shall result in the vesting of amounts

to the credit of Members' accounts on such date.

| ‘No merger or consolidation of the Plan with, or
transfer of assets or liabilities to, any other plan shall

be effective unless each Member would be entitled to a bene-

fit immediately after the merger, consolidationm or transfer,

if_the-fian then terminated, which is equal to or greater
than the benefit which he would have been entitled to
receive under the Plan immediately before such merger, con-

solidation or transfer if the Plan had then terminated.

Section 11.- Hisgellaneous

No benefit under the Plan shall be subject in any
manner to anticipation, alienation, sale, transfer, assign-
ment, pledge, encumbrance or charge, or to attachment,
garnishment or other legal process. Any attempted anticipa-
tion, alienation, sale, transfer, assignment, pledge, encum-
brance or charge of benefits or subjection of benefits to

lien or adverse legal process of any kind will not be recog-

nized by the Employee Benefits Committee and the Employee

Benefits Committee in such case méy terminate the right of

. such person to such benefits and direct that they be held or

applied for the benefit of such person, his spouse, children

or other dependents in such manner and in such proportions
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 @s the Employee Bemnefiis Committee deems advisable. Notwith/:
standing the foregoing, the Company reserves the right by
action of the Employee Benefits Committee to apply any undis-
tributed amount credited to a Member's or beneficiary 8
aeepunt jn satisfaction or in partial satisfaction of lia-
bilities or indebtedness owed by such Member or beneficiary
to the Companyi Notwithstanding any other provision of the.
Plan to the contrary,-distribution of the amount to the

credit of a Member's account shall be made in accordance

with the terms of a qualified domestic relations order to a

Member's spouse, former spouse, child or other dependent or
any person specified in gsuch order provided such order and
the terms thereof meet the requirements of aection 206(d) of
ERISA. Also, the Employee Benefits Committee may authorize
the immediate cash-out of any Member's account subject to a
qualified domestic relations order if the value of such
account does not exceed $3,500.

The establishment of the Plan end.membership
thereie shall not confer upon any person any right to be
continued as an employee of the Company. The Plan is not
intended to and shall not establish a contractual relation-
ship or affect any contractual relationship now existing or

hereafter established between any employee and the Company.




Each Membér and beneficiary shall keep the

Employeé Benefits Committee advised of his current address.
1f amounts become distributable under the Plan and the
o Employee Benefits Committee is unable to locate the member
br beneficiary to whom the distributions are payable, the
‘account hé such member or beneficiary shall be closed after
three (3)“years from the time such distributions first
become payable and éhe amount of such account shall be
applied to reduce Company contributions. 1f, however, such
Heﬁber or beneficiary subsequently makes proper claim to the
Employee Benefits Committee for such amount, the amount of
such account will be restored to the Fund by the Company and
| will be distributable in accordance with the terms of the
Plan. |

Errors made in the administration of the Plan,
Iincluding, but not limited to, errors in the calculation of
Company Contributions and the allocation thereof to Members'
accounts, may be corrected retroactively or prospectively by
the Company at the time such errors are ascertained whether
or not such errors relate to a Plan Year which has elapsed.

The Plan shall be construed, administered and

enforced according to the laws of the State of New York,

-62-




excépt to the extent that state law shall have been preempt-
x;-edzby the provisions of the Employee Retirement Inconme
Security Act of 1974 or any other laws of the United States
ﬁeretofore or hereafter enacted, as the same may be amended
ffbm time to time.

The Employee Benefits Committee shall notify each
Member or beneficiary as the case may be of any election
aveilable to such Member or beneficiary within the time
prescribed by applicgble law or regulation for the giving of

such notice.

Section 12 - Limitations

(A) 1In no event may a Member's Annual Addition or
Projected Annual Benefit in any Limitation Year exceed the
- i
‘maximum permitted under Section 415 of the Code. For this

.purpose:

(a) "Annual Addition' means, with respect to any

Defined Contribution Plan, the aggregate of -
(1) the Member's voluntary contributions; and
(2) aggregate employer contributions

(including salary deferral contributions) and




forfeitures allocated to the Member's accounts for
the Limitation Year; and
| (3) in plan years beginning after March 31,
ide,’cOntribUtions allocated to any individual
medical benefit account of a 5% owner under a
_Defined.Benefit Plan.
(b). Wl imitation Year" means the twelve (12) month
' pefiod from January 1 to the succeeding December 31.
(c) "Defined Benefit Plan" means any retirement
plan maintained by the Company or any affiliated
employer within the meaning of Section 415(h) of the
Code that is not a Defined Contribution Plan.
| (d) “pefined Contribution Plan'" means any retire-
ment pla;xmaintained by the Company or any affiliated
employer within the meaning of Section 415(h) of the
Code which provides for .an individuai account for each
. participant and for benefits based solely on the amount
contributed to such account and any income, expense,
gains and losses, and forfeitures of accounts of other
partiéipaﬁts which may be allocated to such account.
(e) (1) A Member's "projected Annual Benefit"

under a Defined Benefit Plan shall be equal to the
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 ahnqa1 retiremént_benefit to which he would be entitled

under’sﬁbh'plan‘;f?he were to continue employment until
his nbfﬁal'retifement age under such plan and ;11 other
relevant factors used to determine benefits under the
plan vere ng'réhgin the same as in the current plan

~ year for gil future plan years.

(2) .Fbr pﬁrposes of this Subparagraph (e) -

(A) an annual retirement benefit which is
providéd in a form other than a straight life
annuitgior a qualified joint and survivor. annuity

' descriﬂéﬁ-in Sectibn.401(3)(1)(G)(i11) or 417 of
the Code shall be adjusted to an equivalent bene-
£it in the form of a straight life annuity using
an interest assﬁmption not less than the greater
ofj(SI) or the reasonable actuarial assumption
‘used in the plan.

(B) an gnnual retirement benefit which is
attributable all or in part to employee or roll-
over contributions (as defined in Section
402(u) (5), 403(a)(4), 408(d)(3) or 409(b)(3) (C)
of the Code) shall be reduced so thet it will be
thgﬁequivalent of an annual retirement benefit
deéived solely from employer contributions.

(B) Maximum Annual Addition
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In no event may a Member's Annual Addition under

all Defined Contribution Plans exceed the lesser of: $30,000
-ot guch greater amount as shall be prescribed by the
Secretary of the Treasury as of the first day of the applic-
able Limitation Year, or 25% of Compensation (determined
after giving effect to salary deferral elections) from the
Company and from all affiliated employers described in
Section 415(h) of the Code during the Limitation Year.
iIn the event that a Member's Annual Addition would
exceed the foregoing limitatioms, his allocations under
plans in which he is eligible to participate according to
the terms of the patticuiér plan shall be reduced in the
following order:
(1) Employee Contributions and associated Company
Matching Contributions under the American Broadcasting
Companies, Inc. Savings & Investment Plan.
(2) Contributions under any other employee stock
ownership plan other than the Employee Stock Ownership
Plan of American Broadcasting Companies, Inc.
(3) Company contributions under the Employee
Stock Ownership Plan of American Broadcasting Com-
panies, Inc.
For-aﬁy Iimitation Year during which no more

than one-third of employer contributions are allocated to




officers, shareholders and highly compensated employees

described in Section 415(c)(6)(A) of the Code under the
PAYSOP, and subject to the combined limitations set forth
herein, the maximum dollar limitation under any payroll
employee stock ownership plan or leveraged employee stock
ownership plan described in Section 4975(e) (7) of the Code
shall be twice the dollar limitation set forth in the pre-
ceding paragraph.

(C) Maximum Projected Benefit

In no event may a Member's Projected Annual Bene-
fit under Defined Bemefit Plans for any Limitation Year
exceed the amount prescribed by Section 415 of the Internal
Revenue Code, as amended by the Tax Equity and Fiscal
Responsibility Act of 1982 ("TEFRA"). For purposes of
determining the Prdjected Annual Benefit payable under
TEFRA, subject to the adjustments hereinafter set forth, the
. Projected Annual Benefit of a Member who completes at least
10 Years of Service and to whom payments commence on Or
after age 62 at any time within a Limitation Year shall not
exceed the lesser of:

(a) $90,000 or such greater amount &s shall be

prescribed by the Secretary of the Treasury as of the

first day of a Limitation Year in accordance with

Section 415(b) of the Code; or




(b) one hundred percent (100%) of the Member's

 a§efage'anhua1 compensation (determined after giving .
éfféct to salary deferral elections) on his high three
- (3) years of employment.
Notﬁithstanding the foregoing: _
| (a) 1if the Member has never participated in any
JDefined Contribution Plans, his Projected Annual
‘Benefit shall be not less than $10,000 or such propor-
tional amount thereof as shall be applicable because
fewer than 10 Years of Service have been completed;

(b) if an annual retirement benefit begins before
a Member's sixty-second (62nd) birthday, the otherwise
applicable dollar limitation shall be adjusted (but not
below $75,000 or the actuarial equivalent of a $75,000
‘benefit commencing at age 55) to the actuarial equiva-
lent of a benefit commencing at age sixty-two (62)
using an interest assumption equal to the greater of
the reasonable actuarial assumption used in the plan or
five percent (5%);

(¢) 4if an annual retirement benefit begins after
a Member's sixty-fifth (65§h) birthday, the otherwise
applicable dollar limitation shall be adjusted so that
it is the actuarial equivalent of an annual retirement

benefit commencing at age 65 using an interest assump-
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H"tion-éﬁﬁal to.the.lesser.of 5% or the reasonable actu-
- arial assumption used in the plan;

: | (d) 1if any Member has completed fewer than 10
Years of Service with the Company and affiliates, the
..dollar limitation otherwise applicable to him shall be
‘reduced by multiflying it by a fraction, the numerator

of which ié his Yeafs of Service'as of the close of the

Limitation Year and the denominator of which is 10.

(2) Combined Limitations

If any Member participates in a Defined Benefit
Plan,and a_Defined Coniribution.Plan, the sum of his Defined
Benefit Pian.Fraction and Defined Contribution Plan Fraction
. may not exceed 1.0 in any Limitation Year.
The "Defined Contribution Plan Fraction" is a
fraction -
(A) The-ﬁumerator of which is the cumulative
Annual Additions to a Member's account as of the close
of the Limitation Year, and
| (B) The denominator of which is the sum of the
lesser of the following amounts for this Limitation
Year and each prior Limitation Year:
| (1) the product of 1.25 and the maximum
dollar limitation under Section 415(c) for this

Limitation Year and each prior Limitation Year; or




(11) the product of -
(I) 1.4 nultiplied by

eﬁﬁq (11) the maximum compensation limitation

under Section 415(c) for such Limitation Year.

5

The”“Defined Benefit Plan Fraction" is a fraction -

o

(A) the numerator of which is the aggregate

F

Projected Annual Benefit of the Member under all Defined
:BenefitﬁPlans (determined:as of the close of the Limitation
Year); and

(B) the denominator of which is the lesser of:

(1) the product of 1.25 multiplied by the maximum

dollar limitation under Section 415(b) for such year, or
(ii) the product of - “
(1) 1.4 multiplied by
(II) the maximum compensation limitation under
Section 415(b) for such year.
In'anj Limitation Year. in which a Member would
exceed the foregoing 1.0 limitation, his benefits shall be
reduced by the Committee to the extent necessary so that the

'sum of his Defined Contribution Plan Fraction and his

e : Defined Benefit Plan Fraction will not exceed 1.0 in the

following non-discretionary order:

(1) Any Defined Benefit Plan of any sdbsidiary or
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affiliate of the Company in an ascending order based

: ﬁpoh"the ﬁember's Credited Service under each of these
| Defined”Benefit-Plane beginning with the_Defided Bene-
fit Plan under which the Member has the least years of
Credited Service and ending with the Defined Benefit
Plan under vhich the-Member has the most years of
_Cfedited Service. |
_(2) :Retirement Plan of American Broadcasting
Cémpanies, inc.
| (3) -Defined Contribution Plans, in the order
specified in Section 11.2(B).
(4) Employee.Stock Ownership Plan of American

-BroadcastingnCompaniea; Inc.

In any Limitation Year in which.this Plan is a Top Heavy

Plan but accrued benefits of Key Employees do not exceed 90%
of accrued benefits (in each case, calculated by aggregating

all plans which cover Key Employees or are required or per-

. mitted to be aggregated therewith), the Defined 3ene£it Plan

Fraction and Defined Contribution Plan Fraction of any:Key

‘Employee shall be calculated by substituting "1.0" wherever

- 1,25" appears unless a minimum contribution of at least 4%

of compensation or a minimum benefit of 3% of final compen-

sation, or its equivalent (as provided in Section 416(c) of

~ the Code) is provided for Members who are not Key Employees.




_ In all other circumstancea in which this is a Top Heavy Plan

1n any Lipitation Yeat, the Defined Benefit Plan Fractilon

and Defingd Contribution Plan Fraction of Key Employees
- ghall be calculated by substituting "1.0" for "1.25"

wherever 1.25 appears herein.

(E) Plans in Existence on July 1, 1982

For purposes of determining whether such adjust-
nent‘is necessary, the sum of such fractions as applied to
plans in existencz=on July 1, 1982 (disregarding all Plan

amendments subsequent to July 1, 1982) which did not exceed

~one and fout—tenths (1;4) under prior law as of December 31,

1982 shall not exceed 1.0 and the Defined Bemefit Plan Frac-
tion ofaany Member whose projected annual benefit did not
exceed $136,425 or his last 3 years' compensation on such
date, subject to such conditions, shall not exceed .8,

Upon irrevocable election by the plan administra-
tor, the Defined Contribution Plan Frection for Limitation
Years ending after January 31, 1983 shall be calculated with
respect to each Member by multiplying the amougkgin effect
under Sectioﬁzals(e)(Sth) of the Code by a transiéfeg
fraction, the numerator of which shall be the lesser of
$51,875 or 1.4 multiplied by 25 percent of the Member's
compensation for the Limitation Year ending in 1981 and the

denominator of which shall be the lesser of $41,500 or 25

f

i
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percent of the Member's compensation for the Limitation Year

ending in 1981.

(F) Interpretation

This Section shall be.int$rpreted in accordance
with regulations under Section 415 of the Code, as amended
by the'Tax Equity and Fiscal Responsibility Act of 1982, the‘
Deficit Reduction Act of 1984, and any successor legis-

lation.

Secﬁidn 13 - Top-Heavy Contingency

13.1 The provisions of this Section 13 shall
apply only in a Plan Year in respect of which the Plan
becomes top-heavy as herein defined and.thereafter to the
extent provided heréin.

| 13.2 The Plan shall be considered to be top—héavy
in any Plan Year if the aggregatioﬁ group of which the Plan
is required to be a part becomes top-heavy for such year;
provided, howgvér,.thetPlan shall not be considered COiBe
top-heavy in such Plan Year if by the inclasion of addition-
aI‘plan; permitted to be included in such required aggre-
gation group the resulting permissive aggregation group is
not top-heavy for such year. |

a) The required aggregation grcup as to the Plan

ghall include the Plan and any pension; profit
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sharing or stock bonus plan of the Company, its subsidiaries

and any other corporation or entity under common control by

or with the Company if such plan is intended to be a

qualified plan unde; Section 401(a) of the United States

Internal Revenue Code, as amended (the ''Code"), and either

(1) includes or has included any key employee as a partici-
pant in this Plan Year or in the 5 preceding
Plan Years or (ii) enables the Plan or any
such plan to meet the anti-discrimination
requirements and.minimum_participation stan-
dards applicable to qualified plans under the
‘Code.

b) The permissive aggregation group‘ahall include
plans in the required aggregation group and
any other plan of an employer in the con-
trolled group specified in subparagraph (a) or

; to which such employer contributes if such

} plan is intended to be qualified under Section
401(a) of the Code and continues to meet the
anti-discrimination requirements and minimum
pa;ticipation standards of the Code when con-
sidered together with the plans in the

required aggregation group.
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13.3 A required aggregation group or a permissive

aggregation group shall be considered to be top-heavy if as

of the applicable determination dates the sum of the present

value of the cumulative accrued benefits for key employees

" under all defined benefit plans in such group and the aggre-

gate value of the accounts of key employees under all

defined contribution plans in such group exceed sixty

percent (60%) of the sum of such values for all employees

participating in or eligible for participation in such plans.

a)

b)

The applicable determination date for each
such plan shall be the last day of its plan

year which immediately precedes the plan year

for which such plan is being tested or, in the

-;ase of a new plan, the last day of its first

plan year.

The present value of accrued benefits of

.employees under each defined benefit plan

shall be determined as of the plan's most

recent valuation date within the twelve month

“period ending on the determination date (or,

in the case of a new plan, as of the determi-
nation date) and shall be based upon the
assumption that each employee terminated his

service on the determination date with a fully
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"Vestéd accrued benefit on such date and

élected.a lump sum distribution in an amount
equal to-éhe-present value of such benefit
_based_upon the actuarial assumptionﬁ, mortal-
"{ty rates and assumed earnings used to main-
-tain_Ehe'plan's pinimum funding account &s
- definéd.in Section 412 of the Code.
¢) wThe-pfesent values of accrued benefits and the
values of accounts used in the sixty percent
(60%) caicdiation described herein shall be
 increased by all distributions made within the
five (5) year period ending on the determina-
e tion date to émployges covered by plans in the
aggregation group. |
d) Rollover accounts, benefits of former key
employees and benefits of persons not employed
for the five (5) year period ending on the
determination.date shall not be taken intc
account to the exﬁent provided by Sectionp
416(g) (4) of the Code. ;
12.4 Key employee shall include any employee who
at any time during the plan year or any of the four (&)

preceding plan years is or was:
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a)

b)

an officer of his employer having an annual

compenaation greater than one‘hundred and
£1fty percent (150%) of the amount in effect
for such year under Section 415(c)(1)(A) of
the Code, except that the number of officers
included herein shjil not exceed the lesser of
50 officers or 10% of“the maximum number of
employees in the aggfiﬁetion group in any year
of the five year period and that in such case
the highest paid officers shall Le'“he key
employses; or

an Employee who #wns directly or i&gifectly
more than .51 of. the outstanding stock of the

_Company;

, ;
13.5 A non-key employee shall include any

~employee who is not a hey employee.

13.6 1In the event the Plan becomes top-heuvy for

any Plan Year, all plans in the required-aggregation group

will also be top-heavy for such year and all non-key

employees will be participating in more than one top-heavy

plan.

In such.event there shall be provided to each non-key

employee under the Company's retirement plan covering such

non-key employee a minimum benefit equal to:

¢
Yy

a) An annual retirement beriefit (with no ancil-

i
B
‘\.it- \-\\
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lary benefits) commencing at normal
retirement at or after age 65 equal to 3% of
.hié average anqgal compensation for each year
of service fromjénd after December 31, 1983
during.which sug&:plan was top-heavy,
excluding anywsu;ﬁgservice in excess of ten
(10) years; minus
b¥3 The amount of such retirement benefit which
could be purchased for such employee by appli-
cation of all amounts allocated to his i\
#ccounts'under this Plan and each defined
contribution plan of éﬁe Company as the result
of employer contributions, tax-deferred
- employee salary reductions and forfeitures for
all plan years during which such employee was
a participant, ;kt excluding any such allo-
cations which were forfeited by%such employee.
The determination of the amountﬂéizsuch re-
tirement benefit which could be purchased for
eacﬁ non-key employee shall be made by the
Company's independent actuaries as of the date
N of such*employee's termination of service and
shall utilize the earnings and actuarial

o S o :
assumpfions most recently published by the

- 2
e

.. Pension Benefit Guaranty Corporation.

I N . -78-




c) Avefage annual compensation of a non-key
employee for purposes of the foregoing shall
mean his'aﬁerage annual aggregate compénsa-
tion, as determined under Section 415(c)(3) of
the Code, for the five (5) consecutive years

of his service.resultingtin the highest such
average, or for the actual years of his
service if fewer than five (5), but in no
eveht shall any compensation in excess of
$200 000 be counted for any year.

13.7 In the event the Plan becomes top-heavy an
employee's compensation taken into aczount for purposes of
the Plan shall not exceed $200,000 for each plan year in
wliich the Plan continues to be top-heavy, except that such
maximum shall be automatically adjusted without Plan amend-
ment to reflect-ccst-of—living adjustments made to such
amount by the Secretary of the Treasury pursuant to Section:

416(d)(2) of the Code.

13.8 1In the event the Plan becomes super top-

heavy in any plan year, the combined benefit limitation

applicable to any employee participating in the Plan and a
defined benefit plan of one or more employers in a con-
trolled group shall be reduced for such year from 1.25 to
'1.0 for purposes of Sections 416(e) (2)(B) and (3)(B) of the
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Code and'Section 12(D) of the Plan. The Plan shall be con-

 gidered to be super top-heavy in any plan year if the per-
centage determined under Section 13.3 of the Plan for such
. year equals or exceeds ninety percent (90%).

13.9 If this Plan shall become a top-heavy plan,
accrued benefits of all employees who completed an Hour of
Service after the Plan became top-heavy shall be fully
(1002) vested after the completion of 3 Years of Service.
This accelerated vesting schédule shall not apply if the
Plan ceases to be top-heavy except to the extent that the
Plan resumes top-heavy status or to the extent that Members
with 5 or more Years of Service elect in accordance with
Section 411(a)(10) of the Code to have the special vesting
schedule continue to determine the non-forfeitable percent-

age of their accrued benefits.




SCHEDULE I

e  SPECIAL PROVISIONS APPLICABLE TO CERTAIN
s - FORMER EMPLOYEES OF ABC RECORDS, INC.

. Any Employee of ABC Records, Inc. whose service
. - " with the Company (as defined in Section 1 of the Plan) was
terminated as a result of the sale of the assets of ABC
I;ge_cords, Inc to MCA Inc. on March 4, 1979 shall be fully
® ¢ - vested in the amount to the credit of his account in the
Plan which is attributable to Company Contributions (as
“define_d in Seci:ijon 1 of the Plan) allocated to his account

L as of the date of such termination.




SCHEDULE I1

"3.‘;
o t\)?
S .. ‘ (TR 4 . \
.j'.' . . - SPECIAL PROVISIONS APPLICABLE TO CERTAIN
.- FORMER EMPLOYEES OF R. L. WHITE COMPANY, INC.

Any Employeé.of R. L. White Company, Inc. whose

) BERTE. service”with the Company was terminated as a result of the
closing 6f the Information Systems division og\the Multiple

@ Listing Services division of R. L. White Comp;ﬁy, Inc. on or
‘: ,  about March 31, 1982, or the closing of the remainder of R.
S | L. White Company; Inc. on or about June 30, 1982, shall be
 fully vested_in the amount to the credit of his account
i{.; ' ﬁhich is attributable to the Company Contributions (as‘

defined in Section 1 of the Plan) allocated to his account

as of the date of such termination.




SCHEDULE 111

SPECIAL PROVISIONS APPLICABLE TO
MEMBERS ON JULY 1, 1983

| Notwithstanding anything in the Plan to the
-contrary, any Employee who is a Member, or is eligisle to
. become e.Hembé? on July 1, 1983 may make any number of elec-
tions with respect to his contributions and/or the invest-
ment of the balance to the credit of his account attribut-
~8ble to his contribqtions and such elections shall not be
{ considered for purposes of the restrictions on the number of
such elections permitted in any period of time by the Plaﬁ;
- provided that such elections are made on or before August
| 31, 1983 and are effective no earlier than July 1, 1983 and
no later than September 1, 1983. | |
Notwithstanding anything in the Plan to the con-
trary, all suspensions of a Member's right to contribute to
the Plan which are in e?fecﬁ on July 1, 1983 shall be deemed
to be terminated on such date and any Member who had
incurred such a suspension shall be eligible to make contri-
. butions to the Plan as and from July 1, 1883 or such later

date as may be permitted for the resumption of contributions

and selected by the Member.




SCHEDULE 1V

' S?ECIAL'PROViSIONS APPLICABLE TO FORMER
MEMBERS OF THE ABC LEISURE MAGAZINES,
: INC. RETIREMENT SAVINGS PLAN

Effective January 1, 1984, notwithstanding any
other Section of the Plan, any former member of the ABC
LEISURE MAGAZINES, INC. RETIREMENT SAVINGS PLAN (the "LM
Plan"), which was merged into the Plan on or about January
1, 1984, and who is now a Member of.the Plan:

(A) (1) who was fully vested under the LM Plan in
the amount to the credit of his account which was attribut-
able to Company Contributions (as defined in the LM Plan)
immediately prior to the merger, shall.be fully vested in
the amount to the credit of his account which is attribut-
~able to Company Contributions (as defined in Section 1 of
the Plan) allocated to his account

(a) a8 of the effective date of the merger; and

(b} “subsequent to the effective date of the

merger;

(2) who was not fully vested under the LM Plan in
the amount to the credit of his account which was attribut-
able ﬁo'Company Contributions (as defined in the LM Plan)
immediately prior to the merger, shall be vested in the
amount to the credit of his account which is attributable to

Company Contributions (as defined in Section 1 of the Plan)

allocated to his account not less than the vesting percent
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age that would otherwise govern the Member had there been no

merger and the provisions of the LM Plan still governed.

(B) Years of Service and Hours of Service (as
defined 1in Section 1 of the Plan) shall include all Years of
Service and Hours of Service (as defined in Section 1 of the
LM Plan) credited to the Member under the LM Plan immedi-
ately prior to the merger.

(C) The last paragraph of Section 5.0f the Plan
shall not apply to any amounts to the credit of his account
attributable to Company Contributions (as defined in the LM

Plan) immediately prior to tne merger.




SCHEDULE V

"SPECIAL PROVISIONS APPLICABLE TO CERTAIN
'FORMER EMPLOYEES OF SILVER SPRINGS, INC.
: AND UEEKI‘HACHEE SPRING, INC.

Any Employée-of Silver Springs, iInc. and Weeki-
Wachee Spring, Inc. on the date of the sale of the stock of
ABC Leisuie Attractions, Inc. (scheduled to occur on or
about May: 25, 1984) shall be fully vested in the amount to
the credit of his dccount in the Plan which is attributable
to Company Contributions (as defined in Section 1 of the
Plan) allocated to his account as of the date of such sale
and shall be deemed to have terminated his employment with
the Comgany (as defined in Section 1 of the Plan) as of such

date.

T
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- SCHEDULE V1

SPECIAL PROVISIONS APPLICABLE TO
“EMPLOYEES OF ABC RADIO DALLAS, INC.

In the case of apy Employee of'ABé Radio Dallas,
Inc._wno was employed by KIXK(FM) on July 16, 1984, Service
shall include service with KIXK(FM) prior to its acquisition.
by American Broadcasting Companies, Inc. on July 16, 1984.

Contributions of Members and Company Contributions

made on behalf of such Members shall be made based on the

Hember 8 Compensation received on or after October 1, 1984.
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SCHEDULE VII1

SPECIAL PROVISIONS APPLICABLE TO CERTAIN
EMPLOYEES OF STATIONS WABC-AM, WPLJ-FM, WLS-AM/FM,
WRIF-FM, KSRR-FM, KTKS-FM, KABC-AM, KLOS-FM, KGO-AM
"AND WXYZ-TV AND CERTAIN EMPLOYEES OF THE ABC RADIO
DIVISION STAFF AND THE ABC OWNED RADIO STATIONS STAFF

o

Any Employee (as defined in Section 1 G of the
Plan) of stations WABC-AM, WPLI-FM, WLS-AM/FM, WRIF-FM,
KSRR-FM, KTK3-FM, KABC-AM, KLOS-FM, KGO-AM and WXYZ-TV and
any Employee.of theSABC Owned Radio Stations Staff and the
ABC Radio Division Staff, with the exception of the
Presidenf, ABC Radio,; whose Service wifh the Company (as
défined ig_Sectioq‘l(C) of the Plan) is terminated as a
:esult of the divestiture by the Company of any of the said
stations and-in connection with the merger df American
Broadcasting Ccmpanies, Inc. and Capital Ciﬁies Communica-
tions, Inc. on or about the merger date or sale date, if

later, shall be fully vested in the amount to the credit of

‘his account in the Plan which is attributable to Company

Contributions (as defineduin Section 1(0) of the Plan).




Exhibit (28)(b)

" To-Be Incorporated By Reference Into Form $-8 Registration Statment No. 2-58945

UNDERTAKINGS

The undersigned registrant hereby undertakes to deliver or catise to be
delivered with the prospectus to each employee to whom the prospectus is sent
or given a copy of the registrant's annual report to stockholders' for its last
fiscal year; unless such employee otherwise has received a copy of such report,
in which case the registrant shall state in the prospectus that it will prompt-
1y furnish, without charge, a copy of such report on written request of the
employee. If the last fiscal vear of the registrant has ended within 120 days
prior to the use of the prospectus, the annual report of the registrant for
the preceding fiscal year may be so delivered, but within such 120 day period
the annual report for the Iast fiscal year w111 be furnished to each such
employee.

The undersigned registrant hereby undertakes to transmit or cause to be
transmitted to all employees participating in the plan who do not otherwise
recéive such material as stockholders of the registrant, at the time and in
the manner such material is sent to its stockholders, copies of all reports,,
proxy statements ‘and other communications distributed to its stockholders
generally.

Insofar as indemnification for 1iahilities arising under the Securities
Act of 1933 may be pérmitted to directors, officers and controlling persons of
the registrant pursuant to the forego1ng provisions, or otherwise, the regis-
trant has been advised that in the opinion of the Securities and Exchange
Commission such indemnification is against public policy as expressed in the
Act and is, therefore, unenforceable. . In the event that a claim for indemni-
fication against such Tiabilities (other than the payment by the registrant of
expenses incurred or paid by a director, officer or controiling person of the
reqgistrant in theé successful defense of any action, suit or proceeding) is
asserted by such director, officer or controlling person in connection with
the securities being registered, the registrant will, unless in the opinion of
its counsel the matter has been settled by controlling precedent, submit to a
court of appropriate jurisdiction the question whether such indemnification by
it {s against public policy as expressed in the Act and will be guverned by the
final adjudication.of such issue.

N,
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