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Decentralization is the cornerstone of our management philosophy.
Our goal is to hire the best people we can possibly find and give them
the responsibility and authority they need to perform their jobs.

Al decisions are made at the local level, consistent with the basic
legal and ethical responsibilities of corporate management.

Budgets, which are set yearly and reviewed quarterly, originate

with the operating units which are responsible for them. We expect
a great deal from our managers. We expect, them to be forever
cost-conscious and to recognize and exploit sales potential.

But above all, we expect them to manage their opeirations as good
citizens and to use their facilities to further the community welfare.




SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-K
ANNUAL REPORT

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

For the fiscal year ended January 1, 1989 Commission file number 1-4278

Capital Cities/ABC, Inc.

{Exact name of ragistrant as specifiad in its charter)

New York 14-1284013
{State or other jurisdiction of {L.R.S. Employer
incorporation or organization} Identification No.}
77 West 66th Street, New York, N.Y. 10023
(Address of principal executive offices) (Zip Code)

Registrant’s telephone number, including area code (212) 456-7777
Securities registered pursuant to Section 12(b) of the Act:

{Name of each exchange
{Title of each class) on which registered)
Common stock, $1.00 par value New York Stock Exchange

Pacific Stock Exchange
Securities registered pursuant to Section 12(g) of the Act: None

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

The aggregate market value of the voting stock held by non-affiliates of the registrant is
$5,245,000,000 as of Fabruary 28, 1989.

The number of shares outstanding of the issuer's common stock as of February 28, 1989:
17,993,645 shares, excluding 399,851 treasury shares.

iPortions of Part 1 are incorporated herein by reference % the 1988 Annual Report to Shareholders
- and the definitive Proxy Statement for the annual meeting of shareholders to be heid on May 2, 1989.

Pari:ii and Part 1Y/, with the exception of certain schedules and exhibits, are incorporated herein
by referencé to the 1988 Annual Report to Shareholders.

Part il is incorporated hercin by reference to the definitive Proxy Statement for the annual
meeting of shareholders to be held on May 2, 1989.




Item 1. Business.

Capital CitiesfABC, Inc. and/or its subsidiaries {the ““Company’’} operate the ABC Television
Network, eight television stations, six re” -0 networks and 21 radio stations, and provide programming
for cable television. The Company pu, :ishes newspapars, shopping guides, various specialty and
business periodicals and books; and 2" ‘o distributes information from data bases.

Employees

At January 1, 1989, the Company had approximately 19,720 full-time employees: 10,260 in
broadcasting operations, 9,210 in publishing operations and 250 in corporate activities.

Industry Segments

information relating to the industry segments of the Company's operations is included on page
33 of the Company’s Annual Report to Shareholders and is hereby incorporated by reference. In
1988, the Company derived substantially all broadcasting revenues and approximately 67% of its
publishing revenues from the sale of advertising. Virtually all of the balance of publishing revenues
was derived from subscription and 23er circulation receipts and the sale of books and records.

Broadcasting

Television and Radio Networks

The Company operates theé ABC Television Network which as of January 1, 1989, had 222
primary affiliated stations reaching over 99% 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-Marning, 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 2,100 affiliated stations as of January 1, 1989 through
six different network program services, each with its own group of affiliated stations, The ABC Radio
Networks also produce and distribute a number of radio program sefies, servicing affiliated and non-
affiliated stations throughout the country. The Company has entered into an agreement o acquire
Satellite Music Network, Inc. which provides music programming live via satellite to commercial AM
and FM radio stations.

Generally, the Company pays the cost of producing or purchasing the broadcast rights for s
network programming and pays varying amounts of compensation to its affiliated stations far
broadcasting the pregrams and commercial announcements included therein. Substantially all
revenues from network operations are derived from the sale to advertisers of time in network
programs for commercial announcements. The ability to sell time for commercial announcements
and the rates received are dependent on the quantitative and qualitative audience that the network
can deliver to the advertiser.

Radio and Television Stations

The Company owns eleven standard (AM) radio stations, ten frequency modulation (FM) radio
stations, seven very high frequency (VHF) television stations and one ultra high frequency (UHF)
television 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 and
other station details are set forth in the following tables:

Radio stations

Station
and market

'New York, New York

Los. Angeles California
Chlcago [linois

San Francisco, Callfornla -.
Detroit, Michigan |
Fort Worth-Dallas, Texas

Washington, D.C.
WKHX(2) :
Atlanta, Georgia
KQRS
Minneapolis-St.Paul, Minnesota

Denver, Colorado

Providence, Rhode Island
WPLJ(FM)

New York, New York
KLOS({FM)

Los Angeles, California
WYTZ({FM)

Chicago, lilinois
WHYT(FM)

Detroit, Michigan
KSCS(FM) (2)

_ FortWorth-Dallas, Texas

WREX(FM)

Washington, D.C.
WKHX-FM (2)

Atlanta, Georgia

Minneapolis-St. Paul, Minnesota

Denver, Colorado

Prowdence Rhode Island

Frequency
AM-Kilchertz

FM-Megahertz
770K

790K
890 K
810 K
760 K
820 K
630 K
590 K
1440 K

1600 K

630K

955 M
95.5 M
94.7 M
96.3 M
96.3 M
107.3 M
101.5'M
25M
1075 M
923 M

Expiration
date of FCC
authorization

June 1, 1991
Dec. 1, 1990
Dec. 1, 1989
Dec. 1, 1990
Oct. 1, 1989

Aug. 1, 199C

Oct. 1, 1995
)
Apr. 1, 1990
Apr. 1, 1990
Apr. 1, 1991
June 1, 1991
Dec. 1, 1990
Dec. 1, 1989
Oct. 1, 1989
Aug. 1, 1990
Oct. 1, 1995
3
3
Apr. 1, 1990

Apr.1, 1991

Radio
markat
ranking {1}

1

2

3
4




Tulevision siations

Fxpiration Television
Station d.te of FCC market

and market. Channel al:thorization ranking (4)

WABGC-TV erivetreeisrcnsmnnersesseresseisersssesesens 7 June 1, 1989 1
New York, New York

KABG-TV .coirevrirrsenirreenens rercrerreerearana e rrearesen 7 Dec. 1, 1993 ‘ 2
Los Angeles, Califarnia

WLS-TV it et reeee s s b 7 Dec. 1, 1992 3
Chicago, lllinois

WPVI-TV i SN 6 Aug. 1, 1989 4
Philadelphia, Pennsylvania

KGO-TV cririiriiiniesirierrrnssirvmssasesiosasssssssessons 7 (3) 5
San Francisco, California

KTEKSTY covcrirrvsinscrsneereeremsancassassntesssssnnssenne 13 Aug. 1, 1993 10
Houston, Texas

WTVD i iiseedidg e v erressssrsnat caresseenn 11 Dec. 1, 1991 34
Durham-Raleigh, Non*h Carolina

KFSN-TV crriiicnireirersrsrrrensiesrranisesassorsssssrnens 30 {3) 62

Fresno, California

(1) Based on Arbitron Radio Market Metro Population Rankings as of January 1, 1983,

(2) No network affiliaticn.

() See "Licenses—Feaderal Regulation of Broadcasting/Renewal Matters" below for descrip-
tion of pending license renewal applications.

(4) Beased on Arhitron ADI Market Rankings, 1982-1983 season.

Video Enterprises

Tha Company's video enterprise ¢perations are involved in the production and supply of cable
televisioh programming, and in the licensing of programming to domestic and international home
video markets and television staticns abroad. Its primary services are;

ESPN, a cabie spors 'programm'ing service, which is 80%-owned;

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

Lifetime, a cable programming service devoted to women's lifestyle and health programming

with special material for health care professionals, which is 33%3%-owned.
Competition

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 tefevision 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 billboards. Substantial competition also
existe 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 2nd other advertising media such as newspapers, magazines and
billboards. Suc/h compstition 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 radio stations outside of a market area to place a signal of sufficient strength within
that area (particularly during nighttime hours) to gain a share of the audience. However, they
generally do not gain a significant share of the advertising marketplace.
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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 eoiapetition.

The most common sources of telévision service other than conventional television statioris are
cable television systems. Cable television can provide more competition for a station by making
additional signals available to its audience. In addition, most cable television systems supply
programming that is not available on conventional television stations. These include a wide range
of advertiser-supported and subscription-supporied video programming services. Subscription-
suppuorted video programming services is alvd 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 satalite-to-home transmissions. Finally, the increasad in-homo use of video cassette recorders
and players provides what is, in effect, an alternative television service.

The Company’s video enterprise operations compete with a number of companies involved in
developing and supp'ving program services for cable, distribution of video cassettes, television
syndication and theatrical distribution, and with conventional television broadcasters. The develop-
ment of these businessas could adversely affect the future of conventional television kroadcasting.

Technological developments have created the possibility that one or more of the television
services with which the ABC Television Network and the Company's stations compete will provide
enhanced or "high defipition” pictures and sound of a quality that is technically superior to that
which is currently available to consumers. It is noi yet clear when and o ‘what extent technology of
this kind will be available in the various television services, whether and how television stations wili
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 technology,
and both the Congress and the Federal Communications Commissicn {the "FCC") have Initiated
proceedings and studies of its potential and appiication to television service in the United States.

Licenses—Federal Regulation of Broz:casting

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

Renawal Matters

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 panding, competing applicants, may
file for the frequency and may be entitled to compete with the renewal apolicant in a comparative
hearing, and others may file petitions to deny the application for renewal of license. Renewal
applications are now pending for KGO-TV, KFSN-TV, WKHX and WKHX-FM. No formal petition to
deny has been filed against these stations. However, an informal complaint allégirig discriminatior:
in employment and in the selection of programming has been filed against KGO-TY. The Company
has responded to the complaint, denying its allegations. All of the Company’s other owned stations
have been granted license renawals by the FCC for regular terms except for KQRS-FM. Action on
ihe KQRS-FM renewal application was delayed pending the outcome of a long-standing dispute
involving the. technical facilities of severai of the FM stations in the KQRS-FM market. The dispute
- has now been resolved and grant of the station’s renewal application is expected soon.




Ownership Matiers

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

The FOO's "multiple ownership™ rules provide that a license for a radio or television station will
not be granted if the apgilicant owns, or has a significant interest in, another staticn of the same type
(TV,.AM or FM) which provides service to areas already served by the station operated or controlled
by thie applicant or if granting the license would result in a concentration of control of broadcasting.
Undet present FCC rules, a single entity may diractly 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
than 25% of the television housenolds in the country. For this.,:urpose, ownership of a UHF station
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 television households, for purposes of the multiple ownership rules, of 24,39%. The
Company also owns eleven AM and ten FM radio stations.

In addition, the FCC rule precludes the grant of applications for station acquisitions which would.
result in the creation of new' AM-VHF or FM-VHF combinations in the same market under commaon
ownership, or the sale of such a combination {0 a single party. The Company holds radio-televisian
combinations in New York, Los Angeles, Chicago and San Francisco pursuant to a temporary waiver
of these rules by the FCC. The Company has filed a request for a permanent waiver in accordance
with a recently announced FCC decision permitting such waivers for stations in the cities involved.

Furthermore, under the FCC's rules, radio andfor television licensees may not acquire new
owriership interests in daily newspapers published in the same narkets served by their broadcast
siations; television licensees may nat own cabie television systems in communities within the service
contours of thelr television stations; and a telewision network owner may not own a cable system.
The Company presently owns daily newspapers in two markets in which it also holds radie licenses.
For purposez of these rules, The Cakland Press and WJR and WHYT-FM, licensed to Detroit, are
treated. as in the same market, as are the Fort Worth Star-Telegram and WBAP and KSCS-FM,
licensed to Fort Worth. Although these holdings are "grandfathered,” under the rules these
commonly owned broadcast/newspaper combinations:couid not be transferred together.

With respect to publicly held companies, the FCC's 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 holds the power to vote or control the vote of 5% or more of the stock of a publicly
held licensee (i.e., one with 50 or more stockholders). Qualifying mutual funds, insurance companies,
or bank trust depe-tments may vate or cantrol the vote of up to 10% of the stock of a publicly held
broadcast licensee before the licenseg's stations would be attributed to that entity.

Network Regulations

The Company'’s television network operations are subject to a consent decree (United States v.
American Broadcasting Companigs, iiic., 74-3600-RdK), in the United States District Court for the
Central District of California, entered into and effective on i:zvember 14, 1980. The consent decree
contains provisions which prohibit the acquisition of subsidiary rights. and interests in television
programs praduced by independent suppliers and forbid the Company frori: engaging in the business
of domestic syndication. These injunctive provisions of the consent judgment continue in perpetuity.
In addition, the consent judgment contains provisions regulating for periods expiring in 1990 and
1995 certain aspects of the Company's contractual relationships with suppliers of entertainment
programming and with talent paerformers and other creative contributors to ABC Television Network
entertainment programming, and limiting the number of hours of entertainment programming pro-
duced by the Gompany which may be offered for broadcast by the ABC Television Network. Similar
judgments have been entered against CBS In¢. and the National Broadcasting Company, Inc. with
respect to their television networks.
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All three of the major television networks are also subject to FCC rules which restrict their ability
to acquire financial interests in television programs or engage in program syndication. In addition,
FCC rules effectively restrict the prime-time programming schedules of each of the three major
television networks to three hours per night during the period 7:00 P.M. to 11:00 P.M., Monday
through Saturday.

Radic Proceedings

In an actioh designed to increase the number of aural outlets, the FCC has initiated studies of
the possible expansion of the AM band to include new frequencies. This action would require,
among cther matters, some modifications &t interhaticnal treaties governing use of tFa radio
spectrum. The FCC has also asked for comments on a proposal to make a number of changes in
the criteria 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 Company is not aple tc oredict the cutcome or impact of these proceedings.

Cable Television ard Other Cempeting Services

As previously noted (see “Competition” above), cable television can provide more competition
to a television station by making additional signals available-to the audierice. In 1987, for the second
time, the United States Couft of Appeals for the District of Columbia Circuit ruled unconstitutional
FCC rules which required cable television systems generally to carry the signals of television stations
in whose service areas they operate. The ruling became final in 1888 when the Supreme-Court
declined to hear the case. There may be attempts to obtain legislation reinstitutinig the rules in some
form. Currently, cabie television systems may declne 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.

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

The FCC also autharizes broadcast subscription television services (“STV") and multipoint
distribution services (“MDS™), and has expanded the number of frequencies available for MDS by
allogating two groups of four channels each for the sp-called multi-channel MDS, to be awarded by
lottery. The FCC has authorized licensees in the Instructional Television Fixed Service ("ITFS"} to
lease their excess capacity fo- commercial use, incluaing subsicription television service and has
adopted rules facilitating direc...oadcast satellite operations. It has also created a new service of
low power television facilities to supplement existing conventional tele sision broadcast service. The
Company cannct predict the competitive effect of thase services.

» * - - o

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 reguiations 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 proposais for other regulation of broadcasting and reiated activities. For a complete
statement of such provisions, reference is made to the Communications Act, and to such rules,
regulations and pending proposals thereunder.
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Publishing

The Company publishes newspapers and shopping guides, varuus specialty and buysiness
periodicals and books; and also distributes information from data bases. Following is & suinmary
of the Company’s historical operating periormance, by type of publication for the last five years
(000’s omitted):

1988 :.987 1986 1985 1984

inches of advertising .
Newspapers (a) 17,384 17,008 18,276 18,620
Specialized publications 3,766 3,914 2,63 2,837

Advertising revenue _ .
Newspapers—ROP $278,78¢  $270,905  $255,844  $257,244  $249,771
Newspapers—inserts .......... 43,523 35,997 32,849 z8,093 - 25,825

61,238 60,845 56,291 52,608 41,927
Specialized publications 305,665 312,508 311,693 179,071 165,832

Circulation revenue .

Newspapers - $ 70686 & 56260 § 51418 § 49,468
Specialized publications ....... 62,225 62,870 31,087 24,886

Other opéfigting revenue
Newspapers $ 4074 § 3603 § 3778 $ 3,593
Shopping guides 5,120 7,508 11,902 9,560}
Specialized publications

B'naoksif\ﬁ’u‘s':c 400,909 99,504 102,413 2314 2,448
Data base and other 84,733 81,524 25,068 18,306

Total revenue
Newspapers . $402,555  $381,662  $348,556  $340,533 $328,657
Shopping guides 66,262 65,965 63,799 64,510 51,487 -
Specialized publications 555,079 558,970 558,400 237,540 211,472

Paid circulation at year-end - ‘
Newspapers (Mon.-Fri.) ... 908 941 933 935 671
Newspdpers (Sun.} ... 915 800 856 830 858
Specialized publications ........ 4,515 4,234 4,437 785 769

{a) Does not include inserts.




Baily Newspapers

The Company publishes nine daily newspapers in seven communities (fivz of which have Sunday
editions). The daily newspapers and their paid circulation at January 1, 1989 are as follows:

Daily Sunday

The Kansas City Times ; Morning 275,000
The Kansas City Star Evening 184,000 411,000
Fort Worth Star-Telegram Morning 140,000 317,000
Fort Worth Star-Telegram ; Evening 113,000
The Oakland Press (Pontiac, Mith.} v Evening 74,000 81,000
Belleville News-Democrat (Belleville, lll.) ..ccovrvrcnnnnns Morning 47,000 54,000
The Times Leader (Witkes-Barre, Pa.) ....ccoeneeenniennns Morning 48,000 52,000
Albany Democrat-Herald (Albany, Oregon) Evening 21,000
The Daily Tidings (Ashland, Oregon) Evening 6,000

Weekly Newspapers

The Company publishes weekly community newspapers in five states. The location by state,
number af publications and aggregate circulation at January 1, 1989 is set forth.":elow:

) Number of Aggregate

Stete Publicationz Circulation
Connecticit : ; ' 197,000
Minois .. : . 64,000
Michigan ; 4,000
QOregon erees 45,000
Rhode Island _ { 22,000

Shopping Guides

The Company distributes shopping guides in six states. Tha location by state, number
publications and aggregate circulation at January 1, 1989 is set forth balow:
Number of Aggregate
State Publications Circulation
California 1,533,000
Connacticut 213,000
Kansas N : 242,000
Miszouti : , 129,000
: : 212,000
Washington 298,000
Specializéd Publications
The Specialized Putilications Group, through Fairchiid Publications, Institutional Investor, Practi-
cal Homeowner, 2nd ABC Publishing, is engaged in gathering and publishing business news and
ideas for industries covered by its varicus publications; in the publishing of consumer, special interest,
trade and agricultural publications; ard in data base services and inspirational communications. All

of the publications are printed by outside printing contractors. Following are the significant
publications and services:




Fairchild Publications
Newspapers

Women's Wear Daily

Daily News Record

L L P Y

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

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

HFD—Retailing Home Furnishings ....................

Energy User News

Footwear News

Metalworking News
MIS Week .......cuoveueuan.

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

Automotive Electronics
Magazinés
M, The Civilized Man
Matal Center News

Home Fashions

Institutional Investor

Domestic Edition

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

Heat Treating ................
Travel Agenit ..................
iron Age/Metal Producers
International Medical News Group
Family Practice News
Internal Medicine News
Ob. Gyn. News ..............
Pediatric News ............. "
Clinical Psychiatry News
Skin & Allergy News
Professional Press Group .
Optical Index .................

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

................................................
........................................
BeARE e re RN rI LRt idarrraerar e asaaay
........................................
SerrarsanansrasnetIt i AT rasnnnn e tabr e

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

........................................
........................................
.........................................
..............................................
ARt essan s e te i a e e arsasin iy

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

.............................................
L P
........................................
........................................
........................................

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

LR
........................................

L T Y TR T Ty P P

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

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

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

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

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

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

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

At eurarEasu R s At s r T rarrasanse

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

Frequency

Daily
Daily
Daiiy
Weekly
Monthly
Weekiy
Weekly
Weekly
Weekly
Weekly
Weekly
Biweekiy
Biweekly
Monthly
Monthly
Biweekly
Biweekly

Monthly
Monthly
Monthly
Monthly
Twice Weekly
Monthly

Semimonthly
Semimaonthly
Semimonthly
Monthly
Monthly
Monthly

Semimonthly
Monthly

Monthly
Monthly

9 times per year

Weekly
Bimonthly

Circulation

61,000
23,000
11,000
32,000
11,000
22,000
57,000
92,000
86,000"
125,000"
14,000
259,000
26,000"
11,000"
20,000"
64,000"
32,000*

156,000
13,000
12,000
21,000
45,000
22,000

73,000*
77,000"
28,000*
31,000*
28,000"
38,000*

17,000*
4,000*

113,000+
43,000*

750,000

21,000
6,000




Title

ABC Publishing

Consumer and Special Interest Publications
COMPUTE! oo ceeeeeeerecrerneiisissssssesassssanensssssssssnas
COMPUTE!'S GAZEHE ..vvvrenrivuneisnisesssssssssassnsssens
COMPUTE!'S PC MAGazinia ....c.ccivvviesmmsersinisassasnes
HIgh FIdeItY couevvvivnrernniesennsicn s
Los Angelas Magazing .........ccenennnnenniinienas

McCalf's Needfework & Crafts ...........eeen

Modern Photography .....

Musical America/Opus ......uveviinnne et
Personal PUDIISHING ..o
Schwann Ch .....uveeceeer i,
Schwann Record & Tape Guide ... e
“Trade Publications
Assembly Enginearing ........ rersrerserissrsiaressensrsasenes
Automotive Industries ... eereerreneeenenbesites
Automotive Marketing ...c..eeierscrnisannnnssenns
Commercial Carrier Journal .........iiiisennen
DISHIBDUEON ..evvvverrrssreecarnentisrsissnssssssrsianssnssersosansss
Electronic Component NOWs ...
Food Engineering North AmMerica ................... -
Food Engineering International ...........c.ccocvveremiann
HErGWEre AQB ...cocoveveneriiecnissrssnsssessisssessesisssnsass

IMPO (industrial Maintenance & Plant

OPEIALIONS) c.ovvvvininnserenassrnseresmssssisssssassssansae
Industrial FIniSRING «..cvevmimmisenii.
Industrial Safety & Hygiene News ... _
IAN (Instrumentation & Control News) .....c..........
Instrument & Conlfol Systems ............... RPR
Jewelers' Circular-Keystone ...........c.coee.e ressneenet
Machine and Tool Biug BOOK .......uuecenivanaiisns
Manufacturing SYSIEMS .......cevvenirssircsirenssnancsinns
MOIOF AQE coirieiiiiiirisrississsssnst st rsa s sanans
Office Products DRAIer ..........ovecnvinssiiisnsnnsns
Qutdoor Power Equipment ............. cresererinesenseenens
OWNEE ODETALON ..ocuvvrenisirssnsiiannsssssasesisiessrissssansanas
Product Design & Development ............cvervness

Frequency

Monthly
Monthly
Bimonthly
Monthly
Monthly
Bimonthly
Monthly
Bimonthly
Monthly
Monthiy
Quartssly

Monthly
Monthly
Monthly
Monthly
Monthly
Monthiy
Monthly
10 times per year
Monthiy

Monthly
Monthly
Manthiy
Monthly
Maonthly
Monthly
Monthly
Manthly
Manthly
Monthly
Monthly
Bimonthiy
Monthly
Monthly
Monthly

Circulation

250,000

.325,000

60,000
300,000
172,000
500,000
675,000
15,000
65,000
13,000
16,000

79,000"

86,000
27,000
80,000"
71,000

115,000*
80,000
13,000"
71,000*

120,000"
36,000"
60,000"

118,000*
90,000
40,000
95,000"

115,000*

140,000
32,000*
12,000*
92,000

160,000"
93,000"
29,000




Title Frequency Circulation

Agricuitural Fublications

PrATIE FAIMIEE .....cvoveeveerrecrrinscnsessersninsenssstaseseias 17 times per year 161,000
Wallazes FArmer ... et 16 times per year 144,000
WISCONSIN AQRICUIUTTST ...cvoveeeercrersrnnnserassirennsareens 17 times per year 52,000
Dairy Herd Management ........cccccvccovecicrrneennens Monthly 105,000*
Farm Store Merchandising .......ccccovvvereninrnnnnas Monthly 36,000*
Feedstuffs .......... eersese s a s e s rans . Weeldy 19,000
Garden Supply Retaifar ............vvvinieeinrvriinenns Monthly 42,000"
Hog Farn Management ..., Monthly 44,000*
Tack 'n Togs Merchandising ........c.ecosueerinnas we  Monthly 21,000*

* All, or substantially all, controlled circulation.
Data Base Services

NiLS Publishing Company and National Price Service, Inc. publish information on insurance
laws and regulations and publish price and product information for itams available to the glectrical
and plumbing trades.

Inspirational Communications

Word, Incorporated, a diversified religious and inspirational communications company,
publishes bibles and other religious and inspirational books and materials; and produces and
distributes records, tapes, sheet music, song books, films and instructional materials.

* ok o oWk

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

Competition

The Company's specialized publications operate in a highly competitive environment. In the
Company's various news publishing activities, it competes with almost ail 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 newspapers
and small-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 Company's
publications. Nearly all of these publications seek to seli advertising space, and much of this effort
is directly or indirectly competitive with the Company's specialized publications.

The Company's newspapers and shopping guides compete with other advertising media such
as broadcasting stations, 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 fislds as those covered by the Company’s titles. In most cases, there is aiso
competition for acquisition of new book titles. In the religious and inspirational recording field, there
is competition with others, not only to obtain the creative talent and music essential to the business,
but also in the sale and distribution of the product.

Raw Materials

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.
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item 2. Properties.

The Company's new headquarters building at 77 West 66th Street in New York City houses the
executive and corporate offices and the television network administrative staff, and is owned by the
Company.

The principal executive and editorial offices of Fairchiid 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
newspapers are owned by the Company.

The Company owns the ABC Television Center adjacent to the Company's headquarters building
on West 66th Street and the ABC Radio Network studios at 125 West End Avenue in New York City.
In Los Angeles, th= Company owns the ABC Television Center. The Company leases the ABC
Television Network nffices in Los Angeles, the ABC News Bureau facility in Washington, D.C. and
the computer facility in Hackensack, New Jersey, under leases expiring on various dates through
2034. The Company’s broadcast operations and engineering facility and {ocal 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 Company 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,

Iitem 3. Legal Proceedings.

Since 1982, the Company has been party to an action in the U.S. Claims Court against the
government, seeking a determination that ABC was 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
program producers became parties to that litigation in 1983. In 1987, the U.S. Claims Court rejected
a large part of the claim by ABC, and on May 19, 1988 the U.S. Court of Appeals for the Federal
Circuit affirmed the lower court’s decision. It remanded the case to the Claims Court for a
determination relating to a limited number of films. In 1986, a number of prograrm producers
instituted a separaie action against the Company in the Superior Court for the State of California,
County of Los Angsies, alleging, among other things, that ABC's sfforts to recover investment tax
credits were inconsistent with ABC's agreements with these producers. The Company has now
agreed in principle to a settlement (for a non-material amount) of these related proceedings, pursuant
to which it will dismiss the remaining portions of its Court of Claims actions and the program
producers will dismiss the California lawsuit. The settlement, when finalized, will not affect certain
other investment tax credit claims made by the Company with respect to a category of programs
produced and broadcast by ABC which do not involve third-party producers.

All other litigation pending during 1988 was routine and incidental to the business of the
Company.

Item 4. Submission of Matters 1o a Vote of Securily Holders.
The information called for by this item is not appiicable.

K-13




Executive Officers of the Company

Director Officer

Name Age since since Title
Thomas S. Murphy .......... 683 1957 1958 Chairman of the Board of Directors and
Chief Executive Officer.
Daniel B. Burke ................ 60 1867 1962 President, Chief Operating Officer and Di-
rector,
John B. Fairchild .............. 62 1968 1968 Executive Vice President, Chairman and

Chief Executive Officer of Fairchild Publi-
cations, and Director.

John B. Sias ...cveeeeevineee 62 1977 1975 Executive Vice President, President of ABC
Television Network Group, and Director.
Prior to 1986 he was Executive Vice
President, President of Publishing
Group, and Dirsctor,

Ronald J. Doerfler ............ 47 1977 Secr;;?r Vice Prasident and Chief Financial
icer.
Michael P. Maljardi U . 1. 1986 Senior Vice President and President of

Broadcast Group. Prior to 1986 he was
Executive Vice President and Chief
Financial Officer of American Broadcast-
ing Companies, Inc.

Phillip J. Meek .................. 51 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 .. 48 198¢ 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 .............. 46 1981 Vice President and Controller.

David J. Vondrak ...... aersees 43 1986 Vice President and Treasurer. Prior to
1986 he was Vice President and Treasur-
er of American Broadcasting Compan-
ies, Inc.

Philip R. Farnsworth ........ 47 1986 Secretary since May 1988. From 1986 to
May 1988 he was Assistant Secretary.
Prior to 1986 he was Assistant Secretary

of American Broadcasting Companies,
inc.

There is no relationship by blood, marriage or adoption among the officers. All officers hold
office at the pleasure of the Board of Directors.




PART Il

item 5. Market for the Registrant’s Common Stock and Related Security Holder Matters.
The information called for by this item is included on page 35 of the 1988 Annual Report to
Shareholders and is incorporated herein by reference.
Item 6. Selected Financial Data.
The information called for by this item is included on pages 22 and 23 of the 1988 Annual Report
to Shareholders and is incorporated herein by reference.
Item 7. Management’s Discussion and Analysis of Financial Condition and Resuits of
Operations.
The information called for by this item is included on pages 17 through 21 of the 1288 Annual
Report to Sharenholders and is incorporated herein by reference.
ltem 8. Financial Statements and Supplementary Data.
The information called for by this item is included on pages 24 through 36 of the 1988 Annual
Report to Shareholders and is incorporated herein by reference.
ltem 9. Changes in and Disagreements with Accountants on Accounting and Financial
Disclosure.

The information called for by this item is not applicable.

PART Il

item 10. Directors and Executive Officers of the Regisirant.

Incorporated herein by reference to the Company’s definitive Proxy Statement for the annual
meeting of shareholders to be held on May 2, 1889. Information cencerning the executive officers
is included in Part |, on page K-14.
item 11. Executive Compensalion.

Incorporated herein by reference to the Company’s definitive Proxy Statement for the annual
meeting of shareholders to be held oh May 2, 1989.
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 sharehoiders to be held on May 2, 1989.
item 13. Certain Relationships and Related Transactions.

The information called for by this item is not applicable.
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PART IV

ltem 14. Exhibits, Financial Statement Schedules and Reports on Form 8-K.

(a) 1. Financial statements. and financial statement schedules
The financial statements and schedules listed in the accomhanying index to the
consolidated financial statements are filed as part of this annual report.
2. Exhibits
The exhibits listed o1/ the acconpanying index to exhibits are filed as part of this
annual repart.
(b) Reports on Form 8-K.
None filed during Fourth Quarter 1988.
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CAPITAL CITIES/ABC, INC.

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

(tem 14{a} 1.}

Reference
Annuatl Renort
Shareﬁ’olders Form 10-K
Consolidated balance sheet at January 1, 1989 and January 3, 1988 26
Forath? ggrs ended January 1, 1989, January 3, 1988 and December
28, :
Consolidated statement of iINCOME ..., 24
Consolidated statement of cash floWs ..o, 25
Consoclidated statement of stockholders’ equity...ciercininnaen, 28
Notes to consoclidated financial statements ..., 29
Financiai statement schedules for the years ended January 1, 1989,
January 3, 1988 and December 28, 1986:
V—Property, plant and equipment ..., K-20
Vi-—Accumulated depreciation and amortization of property, _
plant and equIPMENt ...t e, K-21
Vill—Valuation and qualifying 7cCounts .......nnnn.. K-20
X—Supplementary income:statement information .........ceeeenene, K-21

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

* * * - * - W

The consolidated financial statements of Capital Cities/ABC, Inc., listed in the above index which
are included in the Annual Report to Shareholders for the year ended January 1, 1989, are hereby
incorporated by reference. With the exception of the ltems referred to in ltems 1, 5, 6, 7 and 8, the
1888 Annual Report to Shareholders is not to be deemed filed as part of this report.

CONSENT OF INDEPENDENT PUBLIC ACCOUNTANTS

We consent to the incorporation by reterence in this Annual Report on Form 10-K of Capital
Cities/ABC, Inc. for the year ended January 1, 1989 of our report dated February 28, 1989, included
in the 1988 Annual Report to Shareholders of Capital Cities/ABC, Inc.

We also consent to the addition of the finaricial statement schedules listed in the accompanying
index to financial statements and financial statement schedules to the financial statements covered
by our report dated February 28, 1989 incorporated herein by reference.

We aiso consent to the incorporation by reference in the Registration Statements Form S-8 No.
2-58945 for the registration of 630,067 shares of the Company’s common stock, Form S-8 No. 2-
59014 for the registration of 287,195 shares, Form 8-8 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
5-8 No. 33-11806 for the registration of 200,000 shares, Form S-8 No. 33-16206 for the registration
of 300,000 shares and Form S-8 No. 33-25918 for the registration of 200,000 shares, and in the

related;Prospeciuses, of our.above report.
Chihic ﬁwﬂ K Q%W
G&C

ARTHUR YOU MPANY

New York, New York
March 13, 1989
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CAPITAL CITIES/ABC, INC:
INDEX TO EXHIBITS (Item 14 (a} 2.}

(3Xa). Restated Certificate of Incorporation of the Company, with amendments.
{3)(b) Current By-Laws of the Company.

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

(4)}b) ‘Form of Indenture, dated as of July 25, 1985, between the Company and Manufarturers
Hanover Trust Company, as Trustee, with respect to the Senior Debt Securities. Incorporated by reference
to Exhibit {4)(b) to Registration Statement No. 2-89204.

{(4)(c) Form of Indenture, dated as of July 25, 1985, between the Company and Bankers Trust
Company, as Trustee, with respect to the Subordinated Debt Securities. Incorporated by reference to
Exhibit {4)(c) to Registration Statement No. 2-98204. :

(4)(d) Revolving Crzdit 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 Cities/ABC, Inc. (Guarantor)
Staridard Multiple-Series Indenture Provisions, dated February 11, 1986. Incorporated by reference to
Exhibit {4)(a) to Registration 3tatement No. 33-3236.

(4)f) Indenture, dated as of February 11, 19886, betweenthe 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) 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)(iy Note Purchase Agreement, daied November 15, 1985, between the Company and Teachers
Insurance and Annuity Association of America. Incorporated by reference to Exhibit D to the Company's
Schedule 13D dated January 13, 1986,

{4)(j) Note Purchase Agreement, dated November 15, 1985, hetween 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)(k) 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)(l) 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}(h)
through (4)(k) above. Incorporated by reference to Exhibit {4)(c} to Registration Statement No. 33-5315.

(4)(m) Other instruments defining ihe 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 subsidiaries on
a consolidated basis. The Company agrees to furnish a copy of any such instrument to the Securities
and Exchange Commission upon request.

(10)(a) 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 American Broadcasting
Companies, Inc.’s Joint Proxy Statement-Prospectus dated May 10, 1985.

{10ME} Stock Purchase Agreement among the Company, Berkshire Hathaway Inc., Naticnal Indemnity
Company, National Fire and Marine Insurance Company, Columbia Insurance Company, Nebraska




A

Furniture Mart, Inc. and Cornhusker Calsualty Crupany, dated January 2, 1986. Incorporated by reference
to Exhibit A to the Schedule 130 dated January’8, 1986 filed by Berkshire Hathaway Inc. and others in
regard to the Company's common stock.

(13) The Company’s 1988 Arnual Report to Shareholders. (This report, except for the portions
thereof which are incorporated by reference in this Form 10-K, is furnished fur the infoririation of the
Securities and Exchangs Commission and is not to be deemed “filed" as part of this Form 10-K.)

{92) Subsidliaries of the Company. )

 (28)(a) Form 11K for the Capital Cities/ABC, Inc. Savings & Investment. Plan for the year ended
. Degemper 31, 1988. |
'8 _‘;;-f(za)(b) Undertakings.
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CAPITAL CITIES/ABC, INC.

PROPERTY, PLANT AND EQUIPMENT—SCHEDULE V
{Thousands of Dollars)

Iialance at Operating Additions Retira- chacl';tg:;m Balance
keginaing companies at mants reclassifi- atclose
of perio acquired cost orsales calions{a) of period

Year ended January 1, 1989:
Land and Improvemeants ... reerrensarane $ 395,007 $ 22 $ 3245 § (67) & 1,103 $ 399,400
Buildings ayid improvements ........ T 459,766 150 35,607 {153} {(53) 495,313
Broadecasting equipment ..., 307,756 55,185 {4,523) 2,530 360,948
Printing machinery and equipment .......... 148,604 271 7,488 (4,220) . (664) 151,476
Other, including construction-in-prograss 113,325 40 51,892 (1,631) 1,448 165,174
$1.424548 $ 483 $153413 § (10,494) $ 4,354 $1,572,314
Year anded January 3, 1988: wo
Land and improvements .......cu... rrereererane $ 383,038 % 299 $ 13,080 § (11,004) $ 9705 § 385097
Buildings and impravements ......... rventrarin 422,031 334 46,786 (11,665) 2,280 459,766
Broadcasting @quUIPMENt ... .....ccwwn. 272,878 865 33,875 {4,488) 4,626 307,756
Printing mactnery and equipment .......... 168,535 419 5,896 (13,493} (12,753 148,604
Other, including construction-in-progress 96,897 e 16,693 (1,741) 1,161 113,325
$1,343,379 § 2,232 $116,309 § {42,391) § 5019 $1,424,548
Year ended December 28, 1986:
Land and improvements ..., $ 22,726 $§ 323,498 ¢ 74,238 §$ (37.424) $ 383,038
Bulldings and Improvements ..., 77,412 389,602 95,617 {140,607) 422,031
Broadcasting equipment ........... ressrsarearenns 71,873 186,830 51,633 {37,458) 272,878
Printing machinery and equipment .......... 93,959 13,948 68,276 (7,748) 168,535
Cabie television distribution systems and
equipme’ . . 165,912 (165,912)
Other, including construction-in-progress 86,603 164,732  (136,782) (17.356) 96,897
$ 518492 $1,078,610 $153.082 §{406,305) $1,343,379

(a) Represents in 1988, final adjustments to the purchase price allocation of the 1987 acquisition
of radio stations KRXY-AM/FM and the 1986 acquisition of American Broadcasting Companies,
Inc. (ABC}. In 1987, represents adjustments of the purchase price allocation of the acquisition

of ABC.

Depreciation is computed on the straighi-line method over the following estimated useful lives:
buildings and improvements—10 to 40 years; broadcasting equipment—4 tc 8 years; printing

machinery and equipment—5 to 20 years.

VALUATION AND QUALIFYING ACCOUNTS--SCHEDULE VIiI
(Thousands of Doilnrs) .

Additions Deductions
Balance at Operating Chiarged Operating Accounts
beginning companies to companias written-off,
of perio acquired expense disposed nst
' Deducted from accounts and
notes recelvable: ’
Year ended January 1, 1989 ........ccoccevcccccnrnnne $37,798 $ 444 $51.924 $ (9 $(52,373)
Year ended January 3.' 1988........ 32,764 58,777 (53,743)
Year ended Dacember 28, 1986 6,745 30,326 47,734 {669) (51,372)

Balance
at cloae

‘of period

$37,702
37,798
32,764



CAPITAL CITIES/ABC, INC.

ACCUMULATED DEPR=CIATION AND AMORTIZATION OF PROPERTY, PLANT AND EQUIPMENT—SCHEDULE V!
{Thousands of Dollars)

Balance at Retire- chgl:agg— Batance
beginning Charged ments reclassifi- at close
of perind fo.expense or sales cations(a) of period
Year ended January 1, 198%:
Land iMprovements ... o we 91,299 § a3 3 {13} _ 3 1,667
Buildings and improvemants. ... 63,702 20,370 {99} s (29) 83,951
Broadcasting equipment . .................. 131,380 54,068 (3,798) 1,366 183,016
Printing machinery and equipment ..... 65,482 12,087 {3,327) {270} 73,952
Other 25,552 8,819 {1,08G) 556 33,847
$287,415 $95,705 § (5217) $1,630 $376,433
Year ended January 3, 1988: :
Land improvemants ... sveenerns § w27 $ ars L 1] $ 1,209
Buildings and improvemsnts ............. 46,261 19,752 % (1,695) - " {618) 63,702
Broadcasting equipment ......... peesmassisen 71,761 52,733 ~ (2,857) 9,443 131,380
Printing machinery and equipment ..... 69,272 12,303 (12,936) (3,157) 65,482
OHREE evceriieirsssesissrisssrnemsessarestssmess sesbes 18,586 7,737 {1.470) 699 25,552
$206,807 $92,900 $ (18,658) $6,366 $287,415
Year ended December 28, 1986: -
Land iMprovements v vceceessrsoseses s 772 § 224 $ (69) $ 927
Buildings and improvements ... 30,763 22,501 {7,003) 46,261
Bréadeasting equipment .o reseeees 42,481 53,202 {23,902) 71,761
Printing machiriery and equipment ..... 80,460 ' 11,928 {(3.116) 69,272
Cable television dist"bution systems
and equipment : 48,456 {49,456)
Othsi ... . 16,684 7,346 {5,444} 18,586
$200,596 $95,201 $ (88,990) $206,807

(a) Represents in 1988 and 1987, final adjustments to the purchase price allocation of the 1986
acquisition of American Broadcasting Companies, Inc.

SUPPLELIENTARY INCOME STATEMENT INFORMATION—SCHEDULE X
{Thousands of Dollars)

. Advertising
Royalties costs
Year ended January 1, 1989 ..t : . $56,061 $115,337
Year ended January 3, 1988 . - _ 49,961 111,51
Year ended December 28, 1986 ....... . . . 49,707 108,655
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SIGNATURES
Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934,
the . 2gistrant has duly caused this Annual Report to be signed on its behalf by the undersigned,
thereunto duly authorized.

CAPITAL CITIES/ABC, INC.
(Registrant)

/st THOMAS S. MURPHY

{Thomas S. Murphy)
Chairman of the Board March 13, 1989

Pursuant to the requirements of the Securities Exchange Act of 1934, this raport has been
signed below by the following persons on behalf of the registrant and in the ¢apacities and on

the dates indicated:

Principal Executive Officer:
/s/ THOMAS S. MURPHY

(Thomas S. Murphy)
Principal Financial Officer;
fs{ RONALD J. DOERFLER

(Ronald J. Doerfler)
Controller:
s/ ALLAN J. EDELSCN

{Allar J. Edelson)
Directors:
/s ROBERT P. BAUMAN

{Robert P. Bauman)
/s WARREN E. BUFFETT

{(Warren E. Buffett)
/s/ DANIEL B. BURKE

_ {Daniel B. Burke)
fs/ FRANKT. CARY

(Frank T. Cary)
/si” JOSEPH P. DOUGHERTY

iJosaph P. Dougherty)
s/ JOHNB. FAIRCHILD

{Johiy B. Fairchild)
/s/ LEONARD H. GOLDENSON

{Lsonard H. Goldenson)
_/s/. LEON HESS

(Leo_n Hess)
/si GEORGE P. JENKINS

(George P. Jenkins)
/s! FRANK S. JONES

- (Frank S. Jonhes)
/s! ANN DIBBLE JORDAN

{Ann Dibble Jordan)
/s/ THOMAS M. MACIOCE

(Thomas M. Macioce}
/s/ JOHN H. MULLER, JR.

(John H. Mulier, Jr.)
fs/ THOMAS S. MURPHY

{Thomas S. Murphy)
Is/ JOHN B. SIAS

{John B, Sias) _
/s WILLIAM |. SPENCER

(William ). Spencer)}

/si M. CABELL WOODWARD, JR.

{M. Cabeil Woodward, Jr.)
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B SIGNATURES -oon Y
Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, i

the registrant has duly caused this Annual Report to be signed on its behalf by the undersigned,

thereunto duly authorized.

CAPITAL CITIES/ABC, INC.
(Registrant)_

[ene S

(Thomas S. Mdrphy)
Chairman of thé Board

March 13, 1989

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been
signed below by the following persons on behalf of the registrant and in the capacities and on
the dates indicated:

Principal Executive

March 13, 1989

{Ronadd J. Doerfler) March 13,1989

Controller:
/.
(Allan J€detsony” March 13, 1989
"l D Ba
Livigr.,

“(Rébart P. Bauman) March 13, 1989
//
. e pied g

': (War(en Si 3;’ . (S March 13, 1989

March 13, 1989

March 13, 1989
March 13, 1989

March 13, 1989

March 13, 1989

March 13, 1989

March 13, 1989

March 13, 1989
March 13, 1989

March 13, 1989

March 13, 1889

March 13, 1989

March 13, 1989

March 13, 1989

March 13, 1989




Exhibit (3)(a)

RESTATED CERTIFICATE OF INCORPORATION
OF CAPITAL CITIES/ABC, INC.
Under § 807 of the Business Corporation Law

Pursuant to the provisions of Section B07 of the
Business Corporation Law, the undersigned, being the Senior Vice
President and Assistant Secretary of Capital Cities/ABC, inc., do

hereby certify as follows:

FIRST: The name of the corporation is Capital
Cities/ABC, Inc. The name under which the corporation was
incorporated is Budson Valley Broadcasting Company, Inc. Pur-
suant to a Certificate of Consolidation filed under Section 91 of
the Stock Corporation Law, on October 22, 1957, the name of the
corporation was changed to Capitol Cities Television Corporation.
Pursuant to a Certificate of Change of Name, filed on December
23, 1959, the name of the corporation was changed to Capital
Cities Broadcasting Corporation. The name of the corporation was
changed further pursuant to a Certificate of Amendment, filed on
May 4, 1973, to Capital Cities Communications, Inc. The name of
the corporation was changed pursuant to a Certificate of Amend-

ment, filed on January 3, 1986, to its present name, Capital

Cities/ABC, Inc.



SECOND: The Certificate of Incorporation of the
corporation was filed by the Department of State under the name
Hudson Valley Broadcasting Company, Inc. on April 5, 1946 and a
Certificate of Consolidation was filed by the Department of State
as aforesaid on October 22, 1957. A Restated Certificate of
Incorporation of Capital Cities Broadcasting Corporation
(5Restated Certificate of Incorporation") was filed by the
Department of State on May 16, 1968.

THIRD: The text of the Certificate of
Incorporation as heretofore amended, is hereby restated, without

any amendment or change, to read as herein set forth in full:

1. The name of the Corporation is Capital
Cities/ABC, Inc.

2. The purpose for which the Corporation is
formed is to ‘engage in any lawful act or activity for
which corporations may be organized under the Business
Corporation Law, provided however, that the Corporation
is not formed to engage in any act or activity re-
quiring the consent or approval of any state Hfficial,
department, board, agency, or other body witliout first
obtaining the consent of such body.

3.A. Authorized Shares. The aggregate number of
gshares which the Corporation shall have authority to
issue is 84,000,000 of which 4,000,000 shares shall be
without par value and shall be designated Preferred
Stock, and 80,000,000 shares shall be with a par value
of $1 per share and shall bz designated Common Stock.

B. Preferred Stock. Shares of Preferred Stock
may be issued from time to time in one or more serles
as may be determined from time to time by the Board of
Directors. Except in respect of the particulars to be
fixed by the Board of Directors as provided belovw, all
shares of Preferred Stock shall be of equal rank, All
shares in any one series of Preferred Stock shall be
alike in every particular except that shares of any one
series issued at different times may differ as to the
dates from which dividends thereon shall be cumulative.
The voting rights, if any, of each such series and the




preferences and relative, participating, optional and
other special rights of each series and the
gualifications, limitations and restrictions thereof,
if any, may differ from those of any and all other
series. The Board of Directors shall have the
authority to fix by resolutions duly adopted prior to
the issuance of any shares of a particular series of
Preferred Stock designated by the Board of Directors,
the voting rights, if any, of the holders of shares of
such series and the designations, preferences and
relative, participating, optional and other special
rights of each series and the qualifications,
limitations and restrictions thereof.

Without limiting the generality of the foregoing
authority of the Board of Directors, the Board of
Directors from time to time may:

(a) establish and designate a series of Preferred
Stock, which may be distinguished by number, letter or
title from other Preferred Stock of the Corporation or
any series thereof; '

(b) fix and thereafter increase or decrease (but
not below the number of shares thereof then outstand-
ing) the number of shares that shall constitute such
series;

(c) provide for dividends on shares of such
series and, if provision is made for dividends,
determine the dividend rate and the dates on which
dividends, if declared, shall be payable, whether the
dividends shall be cumulative and, if cumulative, for what
date or dates dividends shall accrue, and the other
conditions, if any, including rights of priority, if any,
upon which the dividends shall be paid;

(d) provide as to whether the shares of such series
shall be redeemable, and if redeemable, the terms,
limitations and restrictions with respect to such
redemption, including without limitation, the manner of
selecting shares for redemption if less than all shares are
to be redeemed, the time or times and the price or prices
at which the shares of such series shall be subject to
redemption, in whole or in part, and the amount, if any, in
addition to any accrued dividends thereon which the holders
of shares of any series shall be entitled to receive upon
the redemption therecf, which amount may vary at different
redemption dates and may be different with respect to shares
redeemed through the operation of any purchase, retirement
or sinking fund and with respect to shares otherwise
redeemed:;




{e) fix the amount, in addition to any accrued
dividends thereon, which the holders of shares of such
series shall be entitled to receive upon the voluntary or
involuntary liquidation, dissolution or winding up of the
Corporation, which amount may vary at different dates and
may vary depending on whether such liquidation, dissolution
or winding up is voluntary or involuntary, and to determine
any other rights, if any, to which holders of the shares of
such series shall be entitled in the event of any liquida-
tion, dissclution or winding up of the Corporation:

(f) establish whether the shares of such series shall
be subject to the operation of a purchase, retirement or
sinking fund and, if so, the terms, limitations and
restrictions with respect thereto, including without
limitation, whether such purchase, retirement or sinking
fund shall be cumulative or noncumulative, the extent to and
the manner in which such funds shall be applied to the
purchase, retirement or redemption of the shares of such
series for retirement or to other corporate purposes and the
terms and provisions relative to the operation thereof;

(33 determine the extent of the voting rights, if any,
of the shares of such series and determine whether the
shares of such series having voting rights shall have
multiple votes per share;

(h) provide whether or net the shares of such series
shall be convertible into or exchangeable for shares of any
other class or classes of capital stock of the Corporation,
including Common Stock, Preferred Stock or of any series
thereof, and if convertible or exchangeable, establish the
conversion or exchange price or rate, the adjustments
thereof, and the other terms and conditions, if any, on
which such shares shall be convertible or exchangeable; and

(i) provide for any other preferences, any relative
participating, optional or other special rights, any
qualifications, limitations or restrictions thercof, or any
other term or provision of shares of such series as the
Board of Directors may deem appropriate or desirable.

Shares of Preferred Stock may be issued by the
Corporation for such consideration as is determined by the
- Board of Directors.

C. Common Stock. Subject to the preferential dividend
rights applicable to shares of any series of Preferred
Stock, the holders of shares of Common Stock shall be
entitled to receive such dividends as may be declared by the
Board of Directors. In the event of any voluntary or
involuntary liquidation, dissolution or winding up of the
Corporation, after distribution in full of the preferential
amounts to be distributed to the holders of shares of the




Preferred Stock, the holders of shares of the Common Stock
shall be entitled to receive all of the remaining assets of
the Corporation available for distribution to its
sharehoclders, ratably in proportion to the number ¢f shares
of the Common Stock held by them. Except as otherwise
provided in paragraph B of this Article 3, the holders of
shares of Common Stock shall be entitled to vote on all
matters at all meetings of the shareholders of the
Corporation and shall be entitled to one vote for each share
of Common Stock entitled to vote at such meeting.

Shares of Common Stock may be issued by the Board of
Directors for such consideration, having a value of not less
than the par value thereof, as is determined by the Board of
Directors.

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

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

E. Transfer of Shares to Aliens. Except as otherwise
provided by law, not more than twenty percent of the aggre-
gate number of shares of voting stock outstanding shall at
any time be owned of record by or for the account of aliens
or their representatives or by or for the account of a
foreign.government or representative thereof, or by or for
the account of any corporation organized under the laws of a
foreign country.

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




The Board of Directors shall make such rules and
regulations as it shall deem necessary or appropriate to
enforce the foregoing provisions of this paragraph E.

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

5. The office of the Corporation is to be located in
the City of New York, County of New York, State of New York.
The address to which the Secretary of State shall mail a
copy of process in any action or proceeding against the
Corporation which may be served on hii: is: c/o0 Gerald
Dickler, 460 Park Avenue, New York, New York 10022.

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

7. The duration of the Corporation shall be perpetual.

8. The business and property of the Corporation shall
be managed by a Board of not fewer than seven nor more than
21 directors who shall be elected by the shareholders,
except as otherwise provided in the By-laws of the
Corporation., Directors need not be shareholders.

9., The Board of Directors of the Corporation shall
have power by vote of the majority of all the directors and

without the assent of the shareholdlers to make, alter,
anend and rescind the By-laws of the Corporation.

FOURTH: The manner in which the aforesaid restated
Certificate of Incorporation was authorized was by the unanimous
written consent of all of the members of the Executive Committee

of the Board of Directors of the Corporation.




IN WITNESS WEEREOF, the undersigned have hereunto

signed this certificate, this 3rd day of January, 1986, and

affirm that the statements made herein are true under penalty of

perjury.

U ) Doifle

Ronald J. Poerfler/ Senior

V7res ident i

Allan J delson, Assistant
Secretary
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CERTIFICATE OF AMENDMENT
Of THE
CERTIFICATE OF INCORPORATION
or
CAPITAL CITIES/ABC, INC.

UNDER SECTION B80S OF THE BUSINESS CORPORATION LAW

Pursuant to the provisions of Section @05 of the Business

Corporation Law, the undersigned hereby certify:

First: The name of the Corporation is Capital Cities/ABC,

Inc. The name under which it was formed is Hudson valley groadcasting

Company, Inc.

Second: The Certificate of Incorporation was filed by the

Department of State on April 5, 1946.

Third: The Certificate of Incorporation is hereby amended to

CT

add ar Article 10 to provide for the elimination of personal liability of

directors under certain circumstances.

Fourth: To effect the amendment set forth ¥n Article Third of

this Certificate of Amendment, the fFollowing Article V0 is hereby added

to the Certificate of Incorporation:

*10. Mo director of the Corporation shall be
personally liable to the Corporation or any of its
shareholders for monetary damages for breach of duty
as a director, except in a case where a court of com-
petent jurisdiction Finds that the acts or omissions
that are the subject of the cause of action were (1)
taken in bad faith, or (2) involved intenticnal mis-
conduct or a knowing wiolation of law, or (3) that
the director personally obtained a financial profit
or other advantage to which the director was not
legally entitled, or {4) that the director's actions
violated Section 719 of the New York Business Corpo-
ration Law. Any repeal or modification of this
Article 10 shall be prospective only, and shall not
adversely affect any right or protection of a direc-
tor of the Corporation existing at the time of such
repeal or modification with respect to acts or omis-
sions occurring prior to such repeal or modification.




Fifth: The foregoing amendment of the Certificate of

Incorporation was authorized by vote of the holders of a majority of all

outstanding shares entitied to vote on such amendment at the Annual
Meeting of Shareholders duly held on May 19, 1988, subsequent to authorization
by the Board of Directors.

IN WITNESS WHEREDF, this certifizate has been signed this 20th

day of May, 1988, and we affirm the statements contained therein as
true under penalties of perjury.

Stephen A. Weiswasser, Senior Vice
President and General Counsel
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CERTIFICATE OF CHANGE
oF

CAPITAL CITIES/ABC, INC.

UNDER SECTION 80S-A OF THE BUSINESS CORPORATION LAW

WE, THE UNDERSIGNED, Stephen A. Weiswasser and Phitip R.
_ Farnsworth, being respectively the Senior Vice President and General

counsel and the Secretary of Capital Cities/ABC, Inc. hereby certify:

1. The name of the Corporation is Capital Cities/ABC, Inc.

It

was incorporated under the name Hudson Valley Broadcasting Company, Inc.

2. The Certificate of Incorpuration of said Corporation was
filed by the Department of State on April 5, 1946,

3. The following was authoriz

24 by the Executive Committee of
the Board of Directors:

To change the post office address to which the Secretary of

State shall mail a copy of process in any zction or proceeding against

the Corporation which may be served on him from c/o Gerald Dickler, 460

Park Avenue, Wew York, New York 10022, to 1330 Avenue of the Americas,

New York, New York 10019, Attention: Secretary.

IN WITNESS WHEREOF, we have signed this certificate on the 23rd

day of May, 1988 and we affirm the statements contained therein as true

under penalties of perjury.

Y [/U::;—-
Stephen K. Welswasier, senior Vice
Precident and General Counsel

Phizp R. Farnsworth, Secretary




CERTIFICATE OF CHANGE

OF
CAPITAL CITIES/ABC, INC.
UNDER SECTION 805-A OF THE BUSINESS CORPORATION LAW

WE, THE UNDERSIGNED, Stephen A. Weiswasser and Philip R.
Farnsworth, being respectively the Senior Vice President and
General Counsel and the Secretary of Capital Cities/ABC, Inc.,

hereby certify:

1. The name of the Corporation is Capital Cities/ABC, Inc.

It was incorporated under the name Hudson Valley Broadcasting ;

Company, Inc. '
2. The Certificate of Incorporation was filed by the

Department of State om April 5, 1846.
3. The following was authorized by the Executive Committee

of the Board of Directors:
To change the post office address to which the Secretary

of State shall mail a copy of process in any action or proceeding

against the Corporation which may be served on him from 1330 Avenue

of the Americas, New York, New York 10019, Attentionm: Secretary to

77 West 66th Street, New York, New York 10023-6298, Attention: |

\

Secretary.
IN WITN] 3S WHEREOF, we have signed this certificate on the

1Sth day of February, 1989 and we affirm the statements contained

therein are true under penalties of perjury.

o p—

-

Stephen A. WelswasserT, Senior vice
Fresident and General Counsel

11 . Farnsworth, Secretary




Exhibit (3)(b)

Restated as of April 19, 1985
and thereafter as amended
through March 17, 1%87

CAPITAL CITIES/ABC, INC.

BY-LAWS

ARTICLE 1
Offices
Section 1. The principal office of the Corporation
ghall be located in the City of New York, State of New York.
Section 2, Other offices for the transaction of
businéss shall be located at such place as the Board of Directors
may from time to time determine.

ARTICLE II

- rapital Stock

Section 1. &All certificates of stock shall be signed
by the Chairman of the Boa}d or the President and the Secretary,
and shall be sealed with the Corporate Seal.

Section 2. Treasury stock shall be held by the
Corporation subject to reissuance at the direction of the Board
of Directors, and shall neither vote nor participate in

dividends.




4
3
3

Gection 3. The Corporation shall have & first lien on
all shares of its capital stock, &nd upon all dividends declared
upon the same, for any indebtedness of the respective
shareholders thereof to the Corporation.

section 4. Transfers of any stock may be made and old
certificates, properly endorsed, shall be surrendered and
cancelled before a new certificate is issued. The stock transfer
books shall not be closed before the date on which a dividend is
declared, the Board of Directors in its discretion fixing a
record date upon which the transfer agent shall, without actually
closing the books for the transfer of stock, take a record of all
shareholders entitled to the dividend.

Section 5. In case of loss or destruction of a

certificate of stock, no new certificate shall be issued in lieu

~thereof except upon satisfactory proof to the Board of Directors

of such loss or destruction, and upon such conditions as it may
impose; except that upon the giving of satisfactory security b&
bond or otherwise against loss to the Corporation, a new
certificate may be issued upon written authorization of the
Chairman oi the Board, the President, Secretary or Treasurer of

the Corporation.

ARTICLE III

Meetings of Shareholders

Section 1. The Annual Meeting of Shareholders shall be

held on any business day during the month of May in each year at

the principal office of the Corporation, or at such other place




{n the United States as the Board of Directors shall designate.
Any such meeting may be adjourned or postponed by the Board of
Directors, bf the Executive Committee of the Board or by such
officer or officers as the Board or the Executive Committee shall
designate, to any date or dates after May 31 in such year as the
Board, the Executive Committee or their designee or designees
shall select. At such meeting, the share;;;;ers shall elect
directors to serve until their successors be elected and
qualified and shall conduct such other business as may come
before the meeting.

Section 2. A Special Meeting of the Shareholders to be
held at such place as if called as an Annual Meeting, may be
called at any time by the Chairman of the Board, or in his
absence by the President or by the Board of Directors.

Section 3. For the purpése of determining the
shareholders entitled to notice of or to vote at any Annual or
Special Meeting of Shareholders or any adjournment thereof, or
for the purpose of any other action, the Executive Committee
shall fix, in advance, a date as the record date for any such
determination of shareholders. Notice of the time and place of
Annual or Special Meetings shall be mailed at least 10 days
before the date of such Annual or Special Meeting by the
Secretary of the Corporation to each shareholder of record on the
date as determined by the Executive Committee.

Section 4. The Chairman of the Board (or in his

absence, the President or an Executive Vice President) shall

preside at all such meetings.




Section 5. At every such Annual or Special Meeting

sach sharehoclder shall be entitled to cast one vote for each

share of voting capital stock held in his name; which vote may be

cast by him either in person or by proxy. All proxies may be in
writing and shall be filed with the Secretary and entered of
record by the Secretary in the minutes of the meeting.

Section 6. A quorum for the transaction of business at
ary such meeting shall consist of a number of persons
representing a majority of the shares of voting capital stock
issued and outstanding; but the shareholders present at any

meeting though less than a quorum may adjourn the meeting to a

future date.

ARTICLE 1V
birectors

Section 1. The business, property and affa{rs-of the
Cbrporation shall be managed by a Board of Directors. The number
of members of the Board of Directors of the Corporaticen shall be
established from time to time by the Board of Directors; provided
the number thereof shall be consistent with the number required
by the Certificate of Incorporation. Directors need not be
shareholders.

Section 2. The Directors shall be elected by
shareholders at the Annual Meeting and shall hold office for one
year or until their successors shall have been duly elected and
qualified. Notwithstanding the aforesaid, the Board of

Directors, by a vote of a majority of its members at a duly



constituted meeting, shall have the right to increase the
membership of the Board, subject to the limitation in number
provided in Section 1 of ARTICLE 1V. Unless a majority of the
members of the Board waives the applicable limitation in a given
case: (1) any person who was not a Director on March 17, 1987
and who shall have attained the age of 72 as of the date of an
Annual Meeting shall be ineligible for election or re-election as
a Director; and {2) any person who was a Director on March 17,
1987 and who shall have attained the age of 75 as of the date of
an Annual Meeting shall be ineligible for re-election as a
Director.

Section 3. Regular meetings of the Board of Directors
shall be held at such date and time, and in such place within or
outside of the State of New York, as the Chairman of the Board
may designate in the notice of meeting. Such meetings should be
held quarterly. _

Section_4. Special meetings of the Board of Directors
shall be held at such date and time, and in such place within or
outside of the State of New York, as may be designated in the
notice of such meeting by the person or persons calling the
meeting, who may be the Chairman of the Board or the President
or, in the absence of the foregoing, not less than one-third of
the members of the Board. By unanimous consent of the Directérs,

special meetings of the Board may be held without notice, at any

time and place.




Section 5. Notice of all regular and special meetings
of the Board of Directors, except those specified in the second
sentence of Section 4 of ARTICLE IV, shall be mailed to each
Director by the Secretary, at least three days previous to the
time fixed for the meeting. All notices of special meetings
shall state the purpose thereof.

Section 6. A quorum for the transaction of business at
any regular or special meeting of the Board of Directors shall
consist of a majority of the members of the Board of Directors
except that the Directors present at any such meeting shall have
the power to adjourn the meeting to a future date; and no
business of the Corporation shall be transacted except by a
majority vote.of the full Board of Directors at any such regular
or special meeting of the Directors, or any adjournment thereof.

‘Section 7.  The Directors shall elect the officers of
the Corporation and fix their salaries; such elecéion to be held
at the meeting of the Board of Direétors following each Annual
Meeting of Shareholders.

Section 8. Any vacancy in the Board of Directors
occurring by reason of an increase in the number of Directors
pursuant to Section 2 of ARTICLE IV, or by reason of death,
resignation, disgualification or for any other reason, shall be
filled for the unexpired portion of the term by a majority vote

of the remaining Directors at any regular or special meeting of

the Board of Directors.




Section 9. Between the meetings of the Board, the
powers of the Board shall be exercised by an Executive Committee
of not less than three members appointed by a majority of the
Board at @ny meeting at which a quorum is present. The Executive
Committee shall meet at such intervals as the Board by resolution
may determine, and the Executive Committee shall be permitted to
take any action required or permitted to be taken by the
Executive Committee if all members of the Executive Committee
consent in writing to the adoption of a resolution authorizing
the action.

Section 10. Any one or more members of the Board or
any Committes thereof may participate in a meeting of such Board
or Committee by means of a conference telephone or similar
communications equipment allowing all persons participating in
the meetipg to hear and coﬁmunicate with one another at the same
time. Participation by such means shall constitute presence in
person at any such meeting.

Section 11. The Board, by resolutions adopted by a
majority of the entire Bqard, may designate from ameng its
members one or more Committees (in addition to the Executive
Committee as provided in Section 9 of ARTICLE IV) each of which
shall consist of three or more Directors, and to the extent

provided in such resolution, shall have all authority of the

Board with respect to the matters set forth therein.




Section 12. At each Annual Meeting of Shareholders the
Directors shall submit a statement of the business transacted
during the preceding year, together with a report of the general
financial condition of the Corporation and of the condition of

its tangible property.

ARTICLE V
Officers

Section 1. The officers of this Corporation shall be a
Chairman of the Board, a President, one or more Executive Vice
Presidents, one or more Senior Vice Presidents, one or more Vice
Presidents, a Controller, a Secretary, one Oor more Assistant
Secretaries, a Treasurer and one or more Assistant Treasurers,
who shall each be elected for a term of one year, or for such
shorter period as the Board of Directors may determine,.and shall
hold office until their respective successors shall have been
duiy elected and qualified.

Section 2. The Chairman of the Board shall preside at
all meetings of the Board of Directors at which he is_present and
shall be the Chief Executive Officer of the Corporation. In said
capacity the Chairman of the Board shall have authority to sign
«11 stock certificates and shall have the power toc make, sign
and/or direct the making and signing of all contracts, checks,
drafts, warrants and orders for the payment of money, and shall
perform all such other duties as are incident to his office. 1In
the case of absence or disability of the Chairman, his duties

shall be performed by the President.




Section 3. The President shall have general
supervision and management of the bueiness of the Corporation and
jts officers and agents and shall be its Chief Operating Officer.
In sazid capacity the President shall have authority to sign all
stock certificates and shall have the power to make, sign and/or
direct the making and signing of all contracts, checks, drafts,
warrants and orders for the payment of money, and shall perform
all such other duties as are incident to his office. In case of
the absence or disability of the President, his duties shall be
performed by one or more of the Executive Vice Presidents.

Section 4. The Secretary shall issue notices of all
meetings of the Board of Directors and of the Shareholders, and
shall attend and keep the minutes of the same, shall have charge
of the corporate books, records and papers,_shall be custodian of
the Corporate Seal, shall attest with his signature, and impress
with the Corporate Seal, all stock certificates and written
contracts of thé Corporation, and shall perform all other duties
as are incident to his office. Any and all duties of the
Secretary may be delegated to an Assistant Secretary in whole or
in part, as the Chairman of the Board, the President or Board of
Directors may direct.

Section 5. The Treasurer shall have the care of and
custody of and be responsible for all the funds and securities of
the Corporation and shall deposit all such funds in the name of
the Corporation in such bank or banks, trust company Or trust

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

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




K

President or the Board of Directors, he shall make, sign and

endorse in the name of the Corporation all checks, drafts,

warrants and orders for the payment of money and pay out and
dispose of same and shall obtain receipt therefor. He shall kéep
at the office of the Corporation correct books of account of all
its business and transactions and such other books of account as
the Board of Directors may require. Any and all administrative
duties of the Treasurer may be delegated'to.the Assistant
Treasurer, Controller, or other employee of the Corporation in
whole or in part, as the Chairman of the Board, the President or

Board of Directors may direct.

ARTICLE VI

Dividends and Finances

Section 1. Dividends, to be péid out of the surplus
ea%nings of the Corporation, may be declared from time to time by
resolution of the Board of Directors; but no dividends shall be
paid that will impair the capital of the Corporation.

Section 2. The funds of the Corporation shall be
deposited in such bank or banks, or trust company OI trust
companies as the directors may designate and shall be drawn only
upon the signature of persons authorized to do so under these

By-laws or by resclution of the Board of Directors.

- 10 -




ARTICLE VII

Amendments

Section 1. Amendments to these By-laws may be made by
a vote of the shareholdzrs representing a majority of all of the
vyoting capital eztock issued and outstanding at any Annual Meeting
of the Shareholders or at any Special'neeging of the Shareholders
when the proposed amendirent. has been set out in the notice of
such meeting; or by a majority vote of the full Board of
Directors at a regular meeting orfat any special meeting of the

Board of Directors called for such purpose.

ARTICLE V1II

Indemnification of Directors,
Officers and Othery

Section 1. The Coérporation shall, to the fullest
extent permitted by Section 721 of the New York Business
Corporation Law, indemnify.any director or elected cfficer who is

or was made, or threatened to be made, a party to an action or

prbéeeding, whether civii or criminal, whether involving any
actual or alleged breach of duty, neglect or error, any
accountability, or any actual or alleged misstatement, misleading
statement or other act or omission and whether brought or
threatened in any court or administrative or legislative body or
agency, including an action by or in the right of the Corporation
to procure a judgment in its favor and an acticn by or in the
right of any other corporation of any type or kind, domestic or

foreign, or any partnership, joint venture, trust, employee



benefit plan or other enterprise, which any director or elected
officer of the Corporation is serving or served in any capacity
at the reguest of the Corporation, by reason of the fact that he,
his testator or intestate, is or was a director or elected
officer of the Corporation, or is serving or served such other
corporation, partnership, joint venture, trust, employee benefit
plan or other enterprise in any capacity, against judgments,
fines, amounts paid in settlement, and costs, charges and
expenses, including attorneys' fees, or any appeal therein;
provided, however, that no indemnification shall be provided to
any such director or elected officer if a judgment or other final
adjudication adverse to the director ér elected officer
establishes that (i} his acts were committed in bad faith or were
the result of active and deliberate dishonesty and, in eiFher
case, were material to the cause of action 56 adjudicated, or
{ii) he personally gained in fact a financial profit or other
advantage to which he was not legally entitled.

Section 2. Employees of the Corporation who are not
directors or elected officers shall be indemnified to the fullest
extent as now or hereafter provided by Section 722 of the New
York Business Corporation Law in connection with any actual or
threatened action or proceeding (including civil, criminal,
administratiwve or.investigative proceedings) arising out of their

service to the Corporation or to another organization at the

Corporation’'s request. Such indemnification shall be authorized




by the President or his designee. The indemnification authorized
by this Section 2 shall not be deemed to exclude any other rights
of indemnification to which any employee may be entitled.

Section 3. The Corporation may indemnify any other
person to whom the Corporation is permitted to provide
indemnification or the advancement of expenses by applicabie law,
whether pursuant to rights granted pursuant to, or provided by,
the New York Business Corporation Law or other rights created by
(i} a resolution of shareholders, (ii) a resolution of directors,
or (iii) an agreement providing for such-.indemnification, it
being expressly intended that these by-laws authorize the
creation of other rights in any such manner.

Section 4. For the purposes of this Article VIII, the
term "elected officer' shall include only a person w.o shall have
been elected, designated or appeointed to act as an officer of the
Corporation by the Board of Directors but shall not include any
person designated or appointed an officer of the Corporation, or
any of its divisions or operating units, by an individual whether

acting under authority delegated by the Board of Directors or in

any other manner.




Exhibit (4)(d)

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
Communications, Inc.), a New York corporation
(the "Company"), BANKERS TRUST COMPANY, THE
BANK OF NEW YORK, THE CHASE MANHATTAN BANK,
N.A., MORGAN GUARANTY TRUST COMPANY OF NEW
YORK, MORGAN GUARANTY TRUST COMPANY OF NEW
YORK, Channel Islands Branch, MANUFACTURERS
HANOVER TRUST COMPANY, BANK OF AMERICA
NATIONAL TRUST ASSOCIATION, MARINE MIDLAND
BANK, N.A., THE FIRST NATIONAL BANK OF
CHICAGC, CONTINENTAL: ILLINOIS NATIONAL BANK
AND TRUST COMPANY OF CHICAGO, NATIONAL BANK
OF DETROIT, SECURITY PACIFIC NATIONAL BANK,
THE FIRST NATIONAL BANK OF BOSTON, COMMERCE
BANK OF KANSAS CITY and UNITED MISSOURI BANK
OF KANSAS CITY, N.A. (the "Banks"), CITIBANK,
N.A. ("Citibank"), and CHEMICAL BANK, a New
York banking corporation, as Agent for the
Banks (in such capacity, the "Agent™).

A. The Company, the Banks and the Agent have
agreed, subject to the terms and conditions hereof, to
(1) 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 governing successors and assigns to allow the
Banks to assign their respective obligations, including
their respective Commitments, (iv) have the Company and the
Borrowing Subsidiaries (collectively, the "Borrowers")
provide the Banks with protection in case of increased
capital adequacy requirements, (v) change the Prime Rate to
an Alternative Base Rate and (vi) provide a procedure,
pursuant to which each Bank may bid up to the full amount of
its individual Commitment on borrowings by the Borrowers 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 be a party to the Credit
Agreement, and several of the Banks have agreed to increase
their respective Commitments in place of Citibank's
terminated Commitment.

B, Capitalized terms used herein and not defined
herein shall have the m2anings assigned to such terms in the
Credit Agreement, as amended by this First Amendment.




Accordingly, in consideration of the mutual
agreements herein contained and other good and valuable
consideration, receipt of which is hereby acknowledged, the
Company, the Banks, Citibank and the Agent hereby agree as
follows:

SECTION 1. Amendment to the Credit Agreement.
Upon the effectiveness of this First Amendment (the first
date upon which all the conditions set forth in Secti=zn 3
hereof have been satisfied being herein called the "E- ..c-
tive Date"), the Credit Agreement shall be and is her -y
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
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 reguires, mean the
Credit Agreement as amended by this First Aamendment.

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 original Notes
delivered under the Credit Agreement, identical in all
respects to the Standby Note set forth in Exhibit E-2 to the
amended ond Restated Revolving Credit Agreement attached as

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
for all purposes be deemed a "Note" under the Credit Agree-
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 old 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
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. Conditicns to Effectiveness. This
First Amendment shall become effective only upon the




satisfaction in full, on or prior to the Effective Date, of
the following conditions precedenc:

(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
Date, and satisfactory in form and substance to
Cravath, Swaine & Moore, special counsel for the B: "5,
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 to the Banks, dated
the Effective Date, and satisfactory in form and
substance to Cravath, Swaine & Moore, special counsel
for the Banks, to the effect set forth in Exhibit 2
hereto.

(c) 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,
pach 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 the 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, ang
(C) as to the incumbency and specimen signature of each
officer of the Company executing this First Amendment
and any certificates or instruments furnished pursuant
nereto, such certificate to contain a certification by
another officer of the Company as to the incumbency and
signature of the officer signing such certificate.

(d) Each Bank shall have received a certificate
dated the Effective Date and signed by the chief
financial officer or chief accounting officer of the
Company to the effect (x) that all the representations
and warranties of the Company set forth in Article III
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




date and (y) that on such date (and giving effect to this
First Amendment) the Company is in compliance with all the
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
time or both would constitute an Event of Default has
occurred and is continuing.

(e) The Agent shall have received counterparts of
this First Amendment which, when taken together, bear
the signatures of all the parties hereto.

(£) The Agent shall have received in escrow the
replacement Standby Notes referred to in Section 2
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
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 instrument.

SECTION 6. Expenses. The Company agrees to
reimburse the Agent for its out-of-pocket expenses 1in
connection with this First Amendment, including the fees and
expenses of special counsel for the Banks.

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.

CAPITAL CITIES/ABC, INC.,

by
Ronald J, Doerfler

Title: Senior Vice President
and Chief Financial
Officer




CHEMICAL BANK, individually and
as Agent,

by
Robert C. Ruocco
Title: Vice President

CITIBANK, N.A.,

by
Gayle F. Robinson
Title: Vice President

THE BANK OF NEW YORK,

by _
Joseph J. Savage
Title: Vice President

THE CHALE MANHATTAN BANK, H.A.,

by
Bruce L, Gregory
Title: Vice President

MORGAN GUARANTY TRUST COMPANY OF
NEW YORK,

by
Bruce E. Langenkamp
Title: Vice President




MANUFACTURERS HANOVER TRUST COM-
PANY,

by
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. Coleman
Title: Vice President

MARINE MIDLAND BANK, N.A.,

by
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,

by
Robert A. Bachelder

Title: Vice President

COMMERCE BANK OF KANSAS CITY,

by
Stephen P. Hall

Title: Senior Vice President

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

by
Walter Beck

Title: Vice Chairman




EXLIBIT 1

Substance of Opinion of
Hall, 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 reguired,
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,

2. The execuytion, 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 reqguisite
corporate 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 inguiry, 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 d=livered
by the Company have been duly executed and delivared by the
Company, and constitute, and the Competitive Notes when duly




executed and delivered 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 consent or approval
of, or other action by, any Federal, state or other govern-
mental agency, authority or regulatory 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
inguiry, 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

To" 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
Commission) now pending or threatened agaimst or affecting
the Company or any Subsidiary as to which there is a
teasonable possibility off 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
Company 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.

{formerly Capital Cities
Communications, Inc.)}

REVOLVJING CREDIT AGREEMENT

Dated as of January 3, 1986
as Amended and Restated

through June 30, 1987
with
CERTAINaéﬁﬁKS
and

CHEMICAL BANK,
as Agent
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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"), znd CHEMICAL
BANK, a New York banking corporation, as
Agent for the Banks (in such capacity, the
"agent").

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 oh a revolving credit basis.

The Company, the Banks and the Agent have agredd,
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:

I. DEFINITIONS

For purposes herecof, the terms:

"ABC" shall mean American Broadcasting Companies,
‘Inc., a New York corporation.

"Acguisition" shall mean CCC Acquisition Corp., a
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%) equal to the sum of (a) a rate
per annum equal to the product of (i) the Fixed Certificate
of Deposit Rate in effect for such Interest Period and
(ii) Statutory Reserves, plus (b) the Assessment Raie. Fcr
purposes hereof, the term "Fixed Certificate of Deposit




Ratz" shall mean the arithmetic average (rounded to the
nearest 1/8 of 1% or, 1f tiere is no nearest 1/8 of 1%, the
next higher 1/8 of 1%) of the prevailirg rates per annum 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
Certificete of Deposit Loan by three New York City negotia-
ble certificate of deposit dealers of reccgnized standing
selected by the Agént for the purchase at [ace value of
negotiable certificates of deposit of major United States
money center banks in an amount approximately equal to the
principal amount ¢f the Agent's portion of the Certificate
of Deposit Loan and with a maturity comparable to such
Interest Period.

. "Adjusted LIBQO Rate" shall mean, with respect to
any Eurcdollar Loan for any Interest Period, an interest’
rate per annum (rounded r.wards, if necessary, to tlie next
higher 1/8 of 1%) equal tU the product of (a) the LIBO Rate
and (b) Statutory Resarves. For purposes hereof, the term
"LIBO Rate" shall mean the rate (rounded to the rearest
1/8 of 1% or, if there is no nearest 1/8 of 1%, the next
higher 1/8 of 1%) at which dellar deposits approximately
equal in principal amount to the Agent's portion of Lhe
Eurodollar Loan and for a maturity equal to the applicable
Interest Period are offered by major banks to major banks in
immediately available funds in the London Interbank Market
for Furodollars at approximately 11:00 a.m., Londdn tine,
two Business Days prior to the commencement of such Interest
Period.

"Alternate Base Loan" shall mean any Locan based on
the Alternate Base Rate 1n accordance with the prouvisions of
Article 1I.

"Alternate Base Rate" shall mean, for any day, a
rate per annuw (rounded upwards, if necessary, to the next
1/8 of 1%) equal to the greatest of (a) the Prime Rate
{computed 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 from 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 due 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




(11} 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 woek immediately preceding the week for
which the Sécondary CU 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. If 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 Businass Day of the
week suacceeding such week for which such rate information is
not published on the basis of bids gquoted to the Agent by
three New York City negotiable certificate of deposit
dealiers Of recognized standing for secondary market morning
offerings of negotiable certificates of <deposit of major
United States money market hanks 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 Effective 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 arraaged by
Federal funds brokers, ac published for such day (or, if X
such day is not a Business Day, for the next preceding I

Business Day) by the Federal Reserve Bank of New York, or,
i1f such rate is not so published for any day which is a
Business Day, the average of the quotations for such day on
such transactions received by the Agent from three Federal
funds brokers of recognized standing selected by it. For
purposes of this Agreemen%, 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 kids
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




of 1% and (y) the Prime Rate, (ii)} the Federal Funds
Effective Rzte, 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

: Prin® Rate, in each case until the circumstances giving rise
I to such inability no longer exist.

"Assessment Rate" shall mean for any date the
annual rate (rounded upwarde. if necessary, toc the next
higher 1/100 of %) most recently estimated by the Agent as
the then current net annual assessment rate thiat will be
employed for determining amounts paya.'le 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 dollars at the Agent's domestic offices.

"Assignment and Acceptance” shall mean an assign-
ment and acceptance entered into by a Bank and an assignee,
. and accepted by the Agent, precisely in the form of Exhib-

i it P 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 therecf at a rate per
annum equal t¢ 3% plus the prevailing market interest rate,
at the time such lease was entered into, on United States
Treasury obligations having a maturity substantially tha
same -as the term of such lease) required to be made by the
lessee thereunder during the remaining term therecf. 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 reguired to be paid on
account of maintenance and repairs, insurance, taxes,
assessments, water rates and similar charges. In 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 leéase under which the amount of the
rental payments is indeterminate (e.g., where rent is based
on sales or profitz}). the net amount of the rental payments
required to be made during any fisnal year shall be the
amount of the rental payments made (or-which would have been
required to be made had such lease been in z2{fect) during
the most recently elapsed fiscal year.




"Board"” shall mean the Beard of Governors of tite
Federal Reserve System of the United States.

"Borrowers" shall mean the Company and the
Borrowing Subsidiaries, collectively.

"Borrowing Subsidiary" shall mean any Subsidiary
which shall have executca and delivered to the Agert and
2ach Bank a Borrowing Subsidiary Agreement and =2ach Subsi-
diary which assumes the obligations of a Borrowing Subsi-
diary pursuant to Section 5.01.

, "Borrowing Subsidiary Agreemznt" shall mean an
agreerient, in the form of Exhibit A hereto, duly executed by
the Company and a Subsidiary.

"Business Day" shall wwean any day, other than a
Saturday, Sunday or legal holiday in the State of New York,
on whict banks.are open for substantially all their banking
business in New York City, except that, if any determination
of a "Husiness Day" shall relate to a Eurodollar 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 Leoan" shall mean a Loan
based on the Adjusted CD Rate in acrordance with Article II
hereof. '

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

"commitment” shall mean; with respect to each
Bank, the C =mitment of such Bznk hereunder as set forth in
Section 2.04 as the same may be adjusted from time to time
pursuant to Section 2.08. The Commitient of each Bank shall
be deemed permanently terminated on the Maturity Date.

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

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

'Competitive Bid Reguest"” shall mean a request ;
madée pursuunt to Section 2.02 in the form of Exhibit B-1. |

"Competitive Borrowing” shall mean a borrowing
consisting Of simultaneous Competitive Loans from each of




the Banks whose Competitivé Bid as a part of such borrowing  
has been accepted by the Borrower under the bidding precue-
dure described in Section 2.02.

"Competitive Loan" shall mean any Loan offered by
a Bank pursuant Lo Section 2,02, which shall he based upon
an absolute percentage rate per annum selecteéd by such Bank,
expaessed as a decimal (to no more than four decimal.
.. ces}l, whlch the Borrower shazll 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 2.05 hereof.

"Consolidated Net Income" shall mean the ret
income nf 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 o¢ther than
in the ordinary course of busiiness.

"Consclidated Net Worth" shall mean, at any date,
the excess of (i) the net value of the assets of the Company
and Subsidiaries after all appropriate deductions in accor-
dance with generally accepted accounting principles (includ-
ing, without limitation, reserves for doubtful receivables,
obsolescence, depreciaticn and amortization), but excluding
frowthe 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 principles 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 aszsets in excess of
$1,000,000,000; (ii) a savings and loan association or
savings bank 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 QECD, or a political subdivision of any such
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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 .ty Act of 1974, as amended from time to time.

"Burodollar Loan” shall mean a Loan based on the
Adjusted LIBO Rate 1n accordance with Article II hereof.

"Event of Default" shall have the meaning assigned
such term in &rticle 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-
tion of any other p=rson 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 funs 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 coutse of business,

"Indebtedness" shall mean, with respect to any
person, {a) all obligations of such person for borrowed
money, or with respect to deposits or advances of any kind,
{b) all obligations of such person evidenced by bonds,
debentures, notes or similar instruments, (c) all obliga-
tions of such person upon which interest charges are custom-
arily paid, (d) 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 az the deferred purchase price
of property or services, (f) all obligations of such person’
under leases required to be accounted for as capital leases




under generally accepted accounting principles and (g} all
Guarantees of such person.

"Interest Paymett 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 sucrcessive Interest
Period. {the first of which commences on the first day of
such I ccrest Period) of three months'(in the case of
Eurodoiiar Loans) or 90 days® (in all other cases) duration)
and the date of any refinancing of such Loan wich a Loan of
a different :type.

"Interest Period" shall mean: (i) as to any Euro-
dollar Loan, the peried commencing on the date of such Loan
and ending on the numeérically 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 period of 30, 60, 90 or 180 days' dura-
tion, as the Borrower may elect, commencing on the date of
such Certificate of Depeosit Loan, (iii) as to any Alternate
Base Loan, the period commencing on the date of such Alter-
riate Base Loan and ending on the next March 31, June 30,
Septembsr 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 £311 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 BABC provided for in the Merger Agreement.

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

"Note” shall mean a promissory note of a Borrower,
executed and 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, associatlion, company, joint venture,
partnership or government Or jiny .agency oOr political sub-
division thereof. -

»plan” 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 ou 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(c).

"Regqulation G" shall mean Regulation G of the
Roard, as the same is Erom time to time in effect, and all
official rulings and interpretations thereunder or thereof.

"Regulation U" shall mean Kagula:ion U of the
Board, ‘as the same is tzom time to time in effect, and all
official rulings and interpretations thereunder or thereof.

"Regulation 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.
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"Reportable Event"” shall mean a Reportable Event
as defined in Section 4043({(b) of ERISA,

"Responsible Officer" sihall mean any executive
officer, or the chief financial officer or controller, of
the Company.

"Required Banks" shall mean at any time Banks
having Commi-sonts representing 66-2/3% of the Total Commit-
ment, except :rat for purposes of determining the Banks
entitled to Jeclare 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.

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

"Standby 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.

"Standby 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.

"Statutory 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 egual 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 reguirements
without benefit 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 date of
any change in any reserve percentage.

"sub51dlar2" shall mean, with respect tec any
person {the "parent"), any corporation, association or other
business entity of which securities or other ownership
interests representing morz than 50% of the ordinary voting
power are, at (.s time as of which any determination is
being made, owned or controlled by the parent or one or more
subsidiaries of _ne parent or by the parent and one or more
subsidiaries of the parent.

"Subsidiary" shall mean a subsidiary of the
Conpany. '

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

Except as otherwise herein specifically provided,
each accounting term used herein shall have the meaning
given it under generally accepted accounting principles in
effect from time to time applied on a basis consistent with
those used in preparing the financial statements referred to
in Section 3.05; provided, however, that each reference in
Article VI herecf, or in the definition of any term used in
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 %o in Sec-
tion 3.05.

IT. THE LOANS

SECTION 2.01. Commitments. (a) Subject to the
terms and conditions and relying upon the representations
and warranties herein set forth, each Bank, severally and
not jointly, agrees to make standby revolving credit loans
(*Standby Loans™) to the Borrowers, at any time and from
time to time from the date hereof to the Maturity Date, or
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
outstanding aggregate principal amount of all Standby Loans
made by a Bank and (y) the ocutstanding aggregate principal
amount of all Competitive Loans made by a Bank exceed (B)
the Commitment of such Bank as set forth opposite its name




below, as such Commitment may be adjusted from time to time
pursuant to Section 2.08:

Percent of
Commitment Commitments

Chemical Bank $ 146,000,000 14.6%
277 Park Avenue
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

Attention: Gerald L. Hassell
Senior Vice President

The Chase Manhattan Bank, N.A. 93,000,000 5.3%
One Chase Manhattan Plaza
New York, New York 10081

Attention: Bruce L. Gregory
Vice President

Morgan Guaranty Trust Comcany 93,000,000 9.3%
of New York

23 Wall Street

New York, New York 10015

Attention: Bruce Langenkamp
Vice President

Manufacturers Hanover Trust 93,000,000 9.3%
Company

270 Park Avenue

Rew York, New York 10017

Attention: Leslie S. Florio
Vice President




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

Bankers Trust Company
280 Park Avenue, S 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




Naticonal Bank of Detroit 47,000,000 4.7%
611 Woodward Avenue
Detroit, Michigan 48226

Attention: Carolyn Parks
Vice President

Security Pacific National Bank 47,000,000 4.7%
Security Pacific Plaza

333 South Hope Street

Los Angeles, Caliisrnia 90071

Atténtion: 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

United Missouri Bank of 11,000,600 1.1%
Kansas City, N.A.

1010 Grand Avenue

Kansas City, Missouri 64105

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 $et forth herein, including, without limitation,
the requirement that no borrowing shall be made hereunder if
after giving effect thereto the principal amount of the
Loans of any Bank outstanding hereunder would exceed the
Commitment of such Bank or the aggregate principal amount of




all the Loans outstanding hereunder would exceed the Total
Commitment.

SECTION 2.02, ggmgetitive Bid Procedure. {a) 1In
order to request 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-] hereto,
to be received by the Agent not later than 10:00 a.m. New
York time, two Business Da'.. before a proposed Competitive
Borrowing. Competitive Bic¢ Heguests that do not conform
substantially to the format »f Exhibkit 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 (which 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 se¢ forth in Exhibit C hereto) the Banks to bid, on
the terms and conditicns of this Agreement, to make Competi-
tive Loans pursuant to the Competitive Bid Reguest. Each
Borrower shall pay to the kgent a transaction fee in the
amount agreed updn 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 or more Competitive Bids to the appropriate Borrower
responsive to the Competitive Bid Request. 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), nect later than 9:30 a.m. New York time, one Business
Day before a proposed Competitive Borrowing. Competitive
Bids that do not conform precisely to the format of
Exhibit D may be rejected by such Borrower upon notice to
the Agent and the Agent shall notify the Bank of such rejec-
tion by telex or telecopier as soon as practicaple after
receipt from the Company of a notification of rejection.
Each Competitive Bid shall refer to this Agreement and
specify {(x) the prin~ipal 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
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$5,000,000 and in integral multiples of $1,000,000, ap® 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 Borrowing:
provided, however, that failu:e by any Bank to give such
notice shall not cause such Bank to be obligated to mzke any
Competitive Loan as part of surh Competitive Borrowiing. 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. .,
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 10.01l.

(&) The appropriate Borrower may in its sole and
absolute discretion, subject only to the provisions 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 has decided to make an 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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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 Loaf unless such Competitive 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) ct

" the proposed Competitive Borrowing, in which case such
Competitive Borrowing together with any such requested
Alternate Base Luan shall b€ in « zinimum aggregate
principal amount of §$50,000,000. A notice given by the
appropriate Borrower pursuant to this paragraph (d) shall be
irrevocable.

(2) The Agent shall notify the Banks whether or
not any of their Competitive Bids have been accepted (and if
so, in what amount or zmounts and at what Rate or Rates) and
whether any Alternate Base Loan shall have been requested
{(and each Bank's portion ci any such requested Alternate
Base Loan) by telex or telecopler sent by the Agent not
later thanh 12:00 noon New York time, one day before the
Competitive Borrowing, and each successful bidder will
thereupon becone bound, subject to the other applicable
conditicas hereof, to make the Competltlve Loan or
Competitive Loans in respect of which its coffer has been
accepted (and if an Alternate Base Loan shall have been
requested, then each Bank shall thereupon become bound to
make a portlon of sush Alternate Base Loan in proportion to
its respective unutilized Commitment) .

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

{g) If 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 required 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 accordance with Section 19.01.

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




New York time, two Business Days before a Standby Borrowing
ayd (iii) in the case of Alternate Base Loans, not later
than 11:00 a.m. New York time; one Business Day before a
‘Standby Borrowing, Such notice shall be irrevocable and
shall in each case refer to this Agreement and specify

(v) whether the Loans then being requested 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 be an
integral multiple of $50,000,000 (except in the case of
Alternate Base Loans replacing a portion-of a proposed
Competitive Borrowing, as provided in paragraph (d) of
Section 2.02)) and (x) the Interest Period with respect
thereto (which shall nct end later than the Maturity Date).
If no Interest Period with respect to any Certificate of
Deposit loan or Eurodollar Loan is specified in any such
nitice, then (y) in the case of a Certificate of Deposit
Loan, such Borrower shall be deemed to have selected an
Interest Period of 30 days' duration and (z) in the case of
a Eurodcllar 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 any notice
given pursuant to this Section 2.03 and of each Bank's
pertion of the requested Standby Borrowing by telex or
telecopier.

SECTION 2.04. Loans. (a) Conpetitive Loans
shall be made to the extent accepted by the appropriate
Borrower in accordance with Section 2.02(d) and Standby
Loans shall be made ratably by the Banks in accordance with
their respective unutilized Commitments on the date of the
Standby Borrowing (which respective unutilized Commitments
on the date of such Standby Borrowing may be in a different
proportion than their respective Commitments if Competitive
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 Borrower
shall be made against delivezry to such Bank of an appropri-
ate Competitive Note or Standby Note, payable to the order
of such Bank, as referred to in Section 2.05.

{b) Each Loan shall be either a Standby Loan,
which shall be comprised of a Certificate of Deposit Loan, a
Eurodollar Loan or an Alternate Base Loan, or shall be a
Competitive Loan, as the Borrower to which such Loan is to
be made may request subject to and in accordance with
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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
such Loan; provided, however, that any exercise of such
option shall not atfect the obligation of the appropriate

Borrower to wepay such Loan in accordance with the terms of

the applicable Note. Loans of more than one interest rate

option may be outstanding at the same time; provided fur-

ther, however, that no Borrower shall - entitled to request

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 purpeoses of the foregoing,
Loans having different Interest Periods, regardless of
whether they commence on the same date, shall be considered
separate Loans.

(c) Subjert to Section 2.11, each Bank shall make
its portion of each Competitive Borrowinhg and each Standby
Borrowing on the prcoposed date thereof by paying the amount
required to the Agent in MNew York, New York in immediately
available funds not later than 12:00 noon New York time, and
the Agent shail by 3:00 p.m. New York 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 neot have been met, return
the amounts so received to the respective Banks.

SECTION 2.05. Notes. The Competitive Loans and
Stanioy Loans made by each Bank to each Borrower shall 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 %he 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
sich Bank. The outstanding principal balance of each
Competitive Loan and Standby Loan, as evidenced by a Note,
shall be payable 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 outstanding principal balance thereof as set forth in
Section 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 schedule
attached to each such Note and madeé a part thereof) an
appropriate notation 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
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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 “~mpetitive Note
and Standby Note to the appropriate Borrover,

SECTION 2.06. Interest on Loans. (z) Subject to
the provisions of Section 2.09, each Competitive Loan shall
bear interest at a rate per anihum {(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
as a decimal (to no more than four decimal places) offered
by the Bank making such Loan and accepted by the approprlate
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 effect 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) egqual to the Adjusted LIBO Rate for
the Interest Period in effect for such lLoan plus 3/8 of 1%.
Interest on each Eurodollar Loan shall be payable on each
applicable Interest Payment Date. The Adjusted LIBO 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 determina-
tlon.

{(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
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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 oveér a year of 365 or
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~b 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 gquarter (or
shorter period 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, Indebtedness
incurred pursuant to short-term borrowing arrangements with
banks and commercial paper maturing not more than 270 days
after the date of its issuance) maturing prior to the
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Maturity 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 Bark
is terminated pursuant to paragraph (e) of Sect:>n 2.12, the
Company shall have the right, subject to the pr..:: 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 bz bound by
the terms hereof. The Agent shall promptly notify the
remaining Banks of any such replacement. In the event that
the Commitment of any Bank is so terminzted, 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 furtheér that, other than pursuant to the
next succeeding sentence, none of the remaining Banks shall
be entitled to assume any part of the Commitment of such
terminated Bank without the prior written consent of the
Reguired 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 reguest any other Bank
to assume any part of the Commitment of such terminated
assignee Bank.

{d) Simultaneously with any termination or reduc-
tion of Commitments pursuant to paragraph (a), (b) cr (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.




SECTION 2.09. 1Interest on Overdue Amounts;
Alternative Rate of Interest. (a) If any Borrower shalil
default in the payment of the principal of or interest on
any Loan or any other amecunt becoming due hereunder, by
acceleration or otherwise, such Borrower shall on demand
from time to time pay interest, to the extent permitted by
law, on such defaultad amount up to the date of actual
payment (after as well as before judgment):

(i} in the case of the payment of principa. of or
interest on a Certificate of Deposit Loan or .:Iviodollar
Loan, at a rate 2% above the rate which would otherwise
be payable under Section 2.06(b) or {¢), 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 the case 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) In 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 reguested principal
amount of such Eurodollar Loan are not generally available
in the London Interbank Market, or that the rate at which
dollar deposits are being offered will not adequately and
fairly reflect the cost to any Bank of mzhing or maintaining
the principal amount of such Eurodollar woan during such
Interest Period, or reasonable means do not exist for
ascertaining the Adjusted LIBC 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 2.11 shall,
until the circumstances giving rise to such noticz no longer
exist, be deemed to be 2 request for an Alternate Base Loan.
Each determination of - the Agent hereunder shall be
conclusive absent manifest error,

(¢) In the event, and on each occasion, that on
or before the day on which the Adjusted CD Rateé for a
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Certificate of Deposit Loan is to be determined, the Agent
shall 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~lvy and
fairly reflect the cost to any Bank of making or maintawning
the principal amount of such Certificate of Deposit Loan
during such Interest Period, the Agent shall, as socon 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
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 determination b_ 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 therecf) 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 so refinanced
shall be deemed to be repaid in accordance with Section ~ n5
with the proceeds of a new borrowing hereunder and the
proceeds of the new Loan, to the extent they do not excex>s
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 in 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
I~ant amounts due from it pursuant to (i) above, any Loan or
porticn 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 ocutstanding
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 thé information contained
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in each irrevocable 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 Deposit Loan or Eurodocllar 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. Change in Circumstances. (a) Not-
withstanding any other provision herein, 1if after the date
of this Agreement any change in applicable law or regulation
or in the interpretation or administration therecf 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 Eurodellar 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 political subdivision or taxing authority therein),
or shall impose, modify or deem applicable any reserve,
special deposit or similar requirement 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 Eurodollar 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 additicnal
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
thereof, or compliance by any Bank (or any lending office of
such Bank) with any request or d.irective 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 surch
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 additioconal
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
amcunt 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) ¢f 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




requesting from the Company or the applicable Borrower, as
the case may be, compensation under this Section 2.12, and
(y) of increased costs 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
relate) to an outstanding Loan, then such notice should
specify the last day of the Interest Period of such Loan.

If such increased costs or reduction will not relate (or are
not reasonably expected to relate) to any outstanding Loan,
or, due to retrcactive 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 Period
of such Loan during which such increased costs shall have
been incurred or such reduction suffered or (ii) if such
increased costs or reduction dc 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, 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 (including 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 shall 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 and
{y) the effective date of any such Change, the Company,
notwithstanding the 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 i1f, 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 canceled Commitment pursuant to and subject
to the provisions of Section 2.08(c).

SECTION 2.13. Change in Legality. (a) Nct-
withstanding anything to the contrary herein contained, if
any change in any law or regulation or in the interpretation
thereof by any governmental authority 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 subsequently 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 Eurodellar 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) For purposes of Section 2.13(2}, 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 current 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.

SECTION 2,14. Indemnity. Each Borrower shall
indemnify each Bank against any loss or expense which such
Bank may sustain or incur as a consegquence 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 herezunder 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, Eurodollar 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 Period, any default in payment or
prepayment of the principal amount of any Loan to such
Borrower or any part thereof or interest accrued thereon, as
and when due and payable (at the due date thereof, by
irrevocable notice of prepayment or otherwise), or the
occurrence of any Event of Default, including, but not
limited to, any loss or reasonable expense sustained or




incurred or to be sustained or incurred in liquidating or
employing deposits from third parties acquired to effect or
mzintain such Loan or any part thereof as a Certificate of
Deposit Loan or Eurodollar Loan. Such loss or reasonable
expense shall include, without limitation, an amount equal
to the excess, if any, as reasonably determined by each Bank
of (i) its cost of obtaining the funds for the Loan being
paid, 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 Period 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 determiited by such Bank) that would bie 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 Section 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 Competitive Borrowing or a Standby
Borrowing shall be made pro rata among the Banks in accor-
dance with the respective total amount of principal and
interest outstanding for the Loans extended by each Bank, if
any, with respect to such Competitive Berrowing or Standby
Borrowing; provided, however, that in the erent 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 Ranks 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
¢lommitments, (iii) refinancings of Competitive Loans with
Standby Lcans and Standby Loans which are not ret1nanc1ngs
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




shall be made pro rata among the Banks in accerdance 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 VII
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 arising from, or in lieu
" 0f, such secured i¢laim, 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 subsequent to its having obtained such payment to

(x) the aggregate unpaid principal amount of all Notes of
such Borrower outstanding subseguent to its having obtained
such payment shall be less than the ratio of (y) the aggre-
gate unpaid pxincipal 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 outstanding prior to its having obtained 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) obtain 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 particular Standby Borrowing and
participations held by it in Standby Loans made with respect
to such Standby Borrowing, outstanding subseguent to its
having obtained such paymernt to (x) the aggrzgate 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




(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 cobtained
such payment to (z) the aggregate unpaid principal amcunt 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 simultaneously purchased
from each other Bank a participatior in the Standby Note
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.

{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.
Fach 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 to 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, _

(4) Participations deemed to be purchased from
each other Bank under paragraph (a) of this Section 2.16
shall be deemed to be purchaced 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. '




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 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 business as now conducted and is qgualified 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 hereuader 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 borrow hereunder and to execute
and deliver the Notes to be delivered by it. Each Borrowing
Subsidiary will be incorporated 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 Borrow-
ing Subsidiary Agreement, the borrowings hereunder, the
execution and 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
required, stockholder action on the part of the Company or
the applicable 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 duscuments 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-
iary or (C) any provisions of any indenture, agreement or
other instrument to which the Company or any Subsidiary is a
party, or by which the Company or any Subsidiary or any of
their respective properties or assets are or may be bound,
(ii) be in conflict with, result in a breach of or




constitute (alone or with notice or lapse of time or both) a
default 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. NoO 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 required in connection with
the execution, delivery and performance of this Agreement or
any Borrowing Subsidiary Agreement by the Company or any
Borrowing 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.

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 and 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. Pinancial 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
December 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
nresent 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;
etc. {(a) There are not any actions, suilts or proceedings
at law or in equity or by or before any governmental instru-
mentality or other wgency or regulatory authority now
pending 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) as 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
viplation 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, filings 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 accordance with all laws, rules and
regqulations applicable thereto, and ABC will be owned by the
Company and the Subsidiaries, in each case as described in
Schedule 3.07 hereto.

7 {(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 dces 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 1s 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 ¢f 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 tc 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 adequate reserves.

SECTION 3.10. Employee Benefit Plans. Each of
the Company and the Subsidiaries 1s in compliance in all
material respects with those provisions of ERISA and the
requlations and public interpretations thereunder which are
applicable to the Company and the Subsidiaries. As of the
date hereof, no Reportable Event has occurred with respect
to any Plan as to which the Company was required to file a
report with the Pension Benefit Guaranty Corporation, and no
material unfunded vested liabilities exist under any Plan.

SECTION 3.11. No Material Misstatements. No
information, report, financial statement, exhibit or sched-
ule prepared or furnished by any Borrower to any Bank in
connection with this Agreement or the Notes or included
therein contained or contains any material misstatement of
fact or omitted or omits to state any material fact neces-
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 1s an "investment company" as
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 regquired by Section 2.02, 2.03 or
2.11.

(b) The representations and warranties set forth
in Article III1 hereof (except, in the case of any




refinancing pursuant to Section 2.11, where 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.

{c) 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) 1In, the case of any borrowing the proceeds of
which are tc be used to pay for shares of ABC common
stock in coanection with the consummation of the
Merger, alil governmental consents and approvals
required in order that the proceeds of such borrowing
may be so used shall have been obtained, there shalil
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 set forth in
Schedule 3.07 hereto.

{e) In 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 Regulation 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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borrowing as to the matters specified in paragraphs (b),
(c), 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 Loans 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 Borrowing 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 and
signature of the Secretary or such Assistant Secretary
of such Borrowing Subsidiary; and (iii} such other
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documents as any Bank or Cravath, Swaine & Moore,
special counsel for the Banks, may reasonably reguest.

(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
(¢) of Section 4.01.

V. AFFIRMATIVE 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 6f a Borrowing
Subsidiary, that the corporation into which it is merged or
ligquidated first assumes all the obligations 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
regulations 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




licenses, permits and other authorizations which imay 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 corder 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
sroperties adequately insured at all times by financially
sound and reputable insurers, (b) maintain such other
insurance, to 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, {¢) maintain in full force and
effect public liability insurance against claims for per-
sonal injury or death or property damage occurring upon, in,
about or in connection with the use of any properties owned,
occupied or controlled by the Company or 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

£ its property before the 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 Subsidiary 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




the Company and related statements of income and
changes in financial position showing the financial
condition of the Company and the Subsidiaries ai 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 certifis=d public
accountants of recognized national standing and accom~
panied by an oplnxon of such accountants (which shall
not be gualified in any material respect) to the effect
that such financial statements fairly present the
financial condition and results of operations of the
Compa1y and the Subsidiaries in accordance with gene-

ally accepted accountzng prznc;ples consistently
applxed- _ _

(bj within 60 days after the end of each of the
first three goarters 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 guarter 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 génerally
accepted acccu.c1ng pr1nc1ples applied confistently
with those used in preparing the statements delivered
pursuani to (a) above;

(o) concurrently with any delivery under (a) or
{b) 2pbové, a ce%tificate of the chief financial cfficer
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 therecf and
(ii) setting forth computations evidencing compliance
with the provisions of Section 6.04 and demonstrating
that the sum of (i) the obligations se2cured 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

{e) promptly, from time to time, such other infor-
~wicion regarding the Merger Or the operations, business
affairs and financial condition of the Company and the
Sibsidiaries 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 11t1gaL10n 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 materi.lly and
adversely affect the business, assets, operations,
prospects or condition (financial or otherwise) of the
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, specifying the nature
and extent therecf 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
possibil ¢y 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 statement of the
chief financial officer or the chief accounting officer of

. the Company setting forth details as to such Reportabl=
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
Corporatlon, and (ii) promptly after receipt thereof, a copy
of any notice the Company or any Subsidiary may receive from
the Pension Benefit Guaranty Corporatlon relating to the
intention of said Corporation to terminate any Plan or
Plans, or to appoint a trustee to administer any Plan or
Plans.

SECTION 5.08. Maintaining Records; Access to
Properties and Inspections. Maintain financial records in
accordance with generally accepted accounting principles
and, upon reasonable notice; at all reasonahle times, permit
any authorized representative designated by ul'® Agent to
visit and inspec¢t 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
cofficer and such other officers as the Company shall deem
appropriate.

VI. NEGATIVE COVENANTS

The ((ompany 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 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, security 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, wheiher owned at the date hereof or hereafter
acquired, or assign or convey any rights to or security
interests in any future revenues, except:

(a) liens incurred and pledges and deposits made
in the ordinary course of business in connection with
workmen's compensation, unemployment insurance, wld-age
pensions and other social security benefits;

(b) liens securing the performance of bids,
tenders, leases, contracts (other than for the repay-
ment of borrcwed 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;

(c) liens imposed by law, such as carriers’,
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;

id) liens securing the payment of taxes, assess-
ments and governmental charges or levies, either
{i) not delinquent 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,
waivsrs, restrictions on the use of property or minor
irreqularities 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
landiord or owner of the leased property, with or
without consent of the lessee), none of which
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materially impairs the use of any parcel of property
material to the operation of the business of the
Company or &ny Subsidiary or the value of such property
for the purpose of such business;

(£} liens upon any property acquired, constructed
or improved by the Company or any Subsidiary which are
created or incurred contemporaneously with or within
90 days af:=: such acquisition, construction or
improvemen: .o 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:

(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 coverad 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, renawed 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 Consclidated Net Worth.
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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 acguired,
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.izferred (any such arrangement teing called
a "Sale and Lease3jack Transaction"), without the prior
written consent o2 Lhe Regquired 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.

SECTION 6.03. Consolidations, Mergers and Sales
of Assets. Merge with or into or consolicate with any other
person or sell, lease, traasfer 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 leong
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 reguired 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 consclidate 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 into or
consolidate 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 consclidation, the surviving
entity, shall assume all tzhe 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, 1985, $1,400,000,000




and (b) during each subsequent fiscal year, an amount equal
to (i) the Consolidated 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 fiscal 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 thersof 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 referred 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 5.01 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;
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(e) the Conpany or any Subsidiary shall (i) volun-
tarily commence any proceeding or file any petition
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 r2cciver, 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 ¢f 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 purpose of effecting any of the foregoing;

(£} an involuntary proceeding shall be commenced
or an involuntary petition shall be filed in & court of
competent jurisdiction seeking (1) 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 Coda or any
other Federal or state baniruptcy, insolvency, receiv-
ership or similar law, (ii) the appointment of a
receiver, trustee, custodian, sequestrator or similar
official for the Company or any Subsidiary or for a
substantial part of the property of the Company or any
Subsidiary or (iii) the winding-up or liquidation 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 unstayed 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
Indebtedriess 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




acceleration or otherwise (after giving effect to any
period of grace specified in the instrument evidencing
or governing such Indebtedness);

(h) a Reportable Event or Reportable Events shall
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 wit1in 30 days after the reporting of
such Reportable Event oo 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 Sr Reportable Events 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 aggregating 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
ali 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 ané 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 contents of any document delivered in connec-
tion herewith or be required 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 thereof. The Agent shall
in all cases be fully protected in acting, or refraining
from acting, in accordance with written instructions signed
by the Reguired Banks, and, except as otherwise specifically
provided herein, such instructic..© and any action taken or
failure to act pursuant thereto shsll be binding on all the
Banks. The Agent shall, in the absence of knowledge to the
contrary, be entitled to rely on any paper or document
believed by it in good faith to be genuine and correct and
to have been signed or sent by the proper person or persous.
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 cobligations heresunder 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.

With 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-
tior 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 ¢f 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 Agent 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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actions, 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, penal:ies, 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 dlso 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 undeér this Agreement (collec-
tively, the "Obligations"). Tne Company further agrees that
the Obligations may be extended ¢r 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
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) 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 cof them; or (d) thea failure of
any Bank to exercise any richt or remedy against any other
guarantor of the Obligations.

The Company further agrees {:~ct its guarantee
constitutes a guarantee of payment when 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
k 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 cobligations 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, 3urrender, alteiva-
tion or compromise, and shall not be subject to any defense
or setoff, counterclaim, recoupment or termination whatso-
ever by reason of tne invalidity, illegalitv or unenforce-
ability-»f 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 thereof, 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 continue 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
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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 améunt 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 Obiigativns in gquestion
were discharged by the Company, or make suci other Aisposi-
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 to 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 paymént 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 eguipment) addressed,

(a) if to the Company, at 24 East 51lst 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 & Corpordte 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




(c) if to a Bank, at its address set forth in
Section 2.01 hereof.

All notices and other communications 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
hand delivered or three days after being sent by registered
or certified mail, postage prepaid, return receipt
requested, if by mail, or upon receipt if by -ny teélegraphic
or télex communications equipment, in each case addressed to
such party as provided in this Section or in agcordance with
the latest unrevoked direction from such party.

SECTION 10.02. Survival of Agreement. All cove-
nants, agreements, representations and 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
interest on any Note 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 1t shall have been executed by
the Company and the Agent and when the Agent shall have been
notified by each Bank that such Bank has executed it and
thereafter shall be binding upon and inure to the benefit of
the Borrowers, the Agent and each Bank and their 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 to 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, (iii) 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 nd event be less than the lesser of (A) $25,000,000
and (B) the tctal 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 an 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 Assignment 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-
guish its rights (other than under Section 10.05) and be
released from its obligations under this Agreement (and, in
the case of an Assignment and Acceptance covering all 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 a551gned 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 ob_ervance by any
of the Borrowers of any of their respective obligations
urder 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 Assignment and Acceptance;

(iv) such assignee will, independently and without reliance
upon the Agent, such Bark’ issignor or any other Bank and
based on such documents atJd information as it shall deem
appropriate at the time, ontinue to make its own credit
decisions in taking or not taking action under this
Agreement; (v) such assignee confirms that it is an Eligible
Assignee; (vi) except as such assignee shall have previously
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 AV para-
graph (e) of Section 2.12; (vii) such assignee appoints and
authorizes the Agent to take such action as agent on its
behalf and to exercise such powers under this Agreement as
are delegated to the Agent by the terms hereof, together
with such powers as are reasonably incidental thereto; and
(viii) such assignee agrees that it will perform in accor-
dance with their terms =21 of the obligations which by the
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.¥. 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 Borrowers, the Agent and the Banks may treat
each person whose name is recorded in the Register as a Bank
hereunder for all purposes of this Agreement. The Register
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
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 50 days after the end of the first
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




with its obl;gatlona under Sectlon §.05 to deliver documents
to the Banks.

(e) Each Bank may without the consent of any
Borrower sell participations to one or more banks or other
entities in all or a portion of its rights and obligations
under this Agreement (including, without llmltatlon, all or
a portion of its Commitment and the loans owing to it); -
piovided, however, that (i) such Bank's obligations ~Ader
this Agreement shall remain unchanged, (ii) such Bank shall
remain sclely responsible to the other parties heretc for
the performance of such obligations and (iii) the Borrowers,
the Agent and the other Banks shall continue to deal solely
and directly with such Bank in connection with such Bank's
rights and obligations under this Agreement.

(£) Any Bank may, in connection with any assign-
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
Bank by or on behalf of the Company; provided that prior to
any such disclosure, each such assignee or participant or
proposed assignee or part1c1pant shall agree to preserve the
confidentiality of any confidential information relatlng 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 reasonably incurred by the Agent in
connection with the preparation of this Agreemeéent and the
Notes or with any amendments, modifications or waivers of
the provisions hereof (whether or not the transactions
hereby contemplated shall be consummated) or reasonably
incurred by the Agent or any Bank in connection with the
enforcement or protection of their rights in connection with
this Agreement or with the Loans made or the Notes issued
hereunder, including, but not limited to, the reasonable
fees and disbursements of Cravath, Swaine & Mocsre, special
counsel for the Banks, and, in connection with such enforce-
ment or protection, the reasonable fees and disbursements of
other counsel for any Bank. The Company further agrees that
it shall indemnify the Banks from and hold them harmless
against any documentary taxes, assessments or charges made
by any governmental authority ! reason of the execution and
delivery of this Agreement or any of the Notes.




61

(b) The Borrowers agree, jointly ard severally,
.to indemnify the Banks and their directors, oZficers,
employees and agents against, and to hold the Banks and such
persons harmless from, any and all losses, claimg, damages,
liabilities and related expenses, including coundel fews and
expenses, incurred by or asserted against the Banks or any
such persons arising out of, in any way connected with, or
as a result of (i) the Msrger or the consummation of the
transactions contemplated by the Merger Agreement, (ii) :he
use of any of the procesds of the Loans, in conneztion with
‘the Merger or otherwise, (iii) the acquisition or owner:i:p
of IBC, (iv) this Agreement and the other documents contem—
plated hereby, the performance ‘by the parties heretcoc and
therete of their respective oblirztions hereunder and
thereunder (including but not liwited to the making of the
Commitments) and consummation of the transactions contem-
plated hereby and thereby, ot (b) any claim, litigation,
investigation 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, apply to any such lossés, 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.

(¢) The provisions of this Section 10.05 shall
remain operative and in £ull 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. 1If an Event of
bDefault 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
obligations of such Borrower (and, in the case of the
Company, any Borrowing Subsidiary) now or hereafter existing
under this Agreement and the Note held by such Bank, irras-
pective of whether or not such Bank shall have made any




demand under this Agreement or such Note and although such
obligations may be unmatured. Each Bank agrezes promptly to
notify the Company uafter any such setoff and application
made by such Bank, but the failure to give such notice shall
not affect the wvalidity of such setoff and appiication. The
rights of each Dank under this Section are in addition to
other rights and remedies {including, without limitation,
other rights~of setdff) which such Bank may have.

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

SECTJON 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 othér than a Business Day, payment in respect
thereof may be made on the next succeeding Business Day, and
such extension o{ time shall in such case be included in
computing interest, if any, in connection with guch payment.

SECTION 10.09. Waivers; Amendments. (a) No
failure or delay of any Bank in exercising 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 eny abandonment or discontinuance of steps to enforce
such a right or power, preclude any other or further eier-
cise thereof or the exercise of any other right or power.

‘The rights and remedies of the Banks 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 cother 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
such amendment, modification, waiver or consent.

(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
Comparny &nd the Required Banks (except that the Comiitments
may be adjusted as provided in Section 2.08); provided,




hcrever, that no such agreement shall (i)'change the princi-

pai amount of, or ektend or advance the maturity of or any

date for the payment of any principul of or interest on, any
Note, orf waive or excuse any such payment or any part
thereof, or.change the rate of interast on any Note, without
the written consent of each holder affected thereby,

(ii) change the Comaitment 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 zr modify
the provisions of this Section, Seclions 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 further that no such agreeinent 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 s¢o 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, legality and enforce-
ability of the remaining provisions contained herein or
therein shall not in any way be affected or impzired 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




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 officers as of the day and year
first above written. '

CAPITAL CITIES/ABC, INC.,

by

Title:

CHEMICAL BANK, individually and as
Agent,

by

Title:

THE BANK OF NEW YORK,

by

Title:

. THE CHASE MANHATTAN BANK, N.A.,

by

Title:

MORGAN GUARANTY TRUST COMPANY OF
NEW YORK,

by

Title:




MORGAN‘CUARANTY 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,

by

Title:

BANKERS TRUST COMPANY,

by

Title:

MARTINE MIDLAND BANK, N.A.,

by

Title:

THE FIRST NATIONAL BANK OF CHICAGO,

by

Title:




CONTINENTAL ILLINOIS NATIONAL BANK
AND TRUST COMPANY OF CHICAGO,

by

Title:

‘NATIONAL BANK OF DETROIT,
by

Title:

SECURITY PACIFIC NATIONAL BANK;
by '

Title:

THE FIRST NATIONAL BANK COF BOSTON,

by
Title:

COIMMERCE BANK OF KANSAS CITY,

by

Title:

UNITED MISSOURI BANK OF KANSAS
CITY, NoA-_'

by

Title:



Schedule 3.07

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

On.the date of the Merger, Acquisition will be
merged with and into ABC, which will be the surviving
corporation 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-
jary of the Company. Of the remaining ABC common stock,
approximately 17% will be owned directly by the Company and
approximateiy 7% will be owned directly by CC Texas Holding

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



EXHIBIT &

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
vSubsidiary”), 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. In 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 one of the original parties to the Credit Agreement.

: IN WITNESS WHEREOF, the Company and ' le Subsidiary
have caused this Agreement to be duly exacutel by their
authorized officers as of the date first appearing abcve.

CAPITAL CITIES/ABC, INC.,

by




[Name of

by

Subsidiary])

Accepted as of the date
first appearing above:

CHEMICAL BANK, as Agent,

by




EXHIBIT B-1

FORM OF COMPETITIVE BID REQUEST

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, P -}

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
(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 terms in the Credit Agreement.
The Borrower hereby gives you notice pursuant to Sec-
tion 2.02(a) of the Credit Agreement that it requests a
Competitive Borrowing under the Credit Agreement, and in
that connection sets forth below the terms on which such
Competitive Borrowing is requested to be made:

{A} Date of Competitive Borrowing

{B) Aggregate ﬁrincipal Amount of
Competitive Borrowing 1/

{(C) Interest Period 2/

1/ Not less than $50,000,000 and in integral multiples of
$50,000,000.

2/ Which shall end not later than the Maturity Date.




I Upon acceptance of 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],

By

P

itle: [Responsible Officer)




e

! EXHIBIT B- .

FORM OF STANDBY BORROWING REQUEST

Chemical Bank, as Agent

for the Banks parties

to the Credit Agreement

referred to below

{Address)
i New York, New York [Date]
: Attention:

Dear Sirs:

The undersigned, e 8

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
Agreement"), among Capital Cities/ABC, Inc. (formerly
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 regquests a Standby
Borrowing under the Credit Agreement, and in that connection
sets forth below the terms on which such Standby Borrowing
is requested to be made:

(A) Date of Standby Borrowing

(B} Aggregate Principal Amount of
Standby Borrowing 1/

(C) 1Interest rate basis 2/

(D) Interest Period 3/

1/ Not less than $50,000,000 and in integral multiples of
$50,000,000 (except in the case of Rlternate Base Loans
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.

3/ Which shall end not later than the Maturity Date.




Upon acceptance of 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 Borrowerl,

By

Title: [Responsible Officer]}




EXAIBIT C

FORM OF NOTICE OF COMPETITIVE BID REQUEST

{Name of Bank]
[address]

New York, New York
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
used 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

(C) 1Interest Perjod

Very truly yours,

CHEMICAL BANK, as Agent for
the Banks,

By

Title:




EXHBIBIT 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, dared as of January 3, 1986, as
zmended 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 Chémical 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 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

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(48) of the Credit Agreement.

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 irtegral 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.




) R EXHIBI? E-1

FORM OF COMPETITIVE NOTE

$linsert amount of Bank's Commitment] New York, Nets York
[Date of Initial
Borrowing]

FOR VALUE RECEIVED, the undersigned:

- corporation (the "Borrower"j,
heraby promises to pay to the order of {the
“Bank"), at the office of Chemical Bank (the "Agent"),

~ , 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

o ] Agreement"), among Capital Cities/ABC, Inc. (formerly
Capital Cities Communications, Inc.), the Banks named
therein and Chemical 'Bank, as Agent, the aggregate unpaid
prinecipal 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; tihe lesser of the principal sum of

Dollars {$ ' ) and 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 Agreemenc, 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

e 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 Agreemexnt.

The Borrower hereby waives diligence, preseitment,
demand, protest and notice of any kind whatsocever. 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 Competitive Note
and all payments and prepayments of the principal hereof and
interest herecon 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 i
otherwise recorded by such holder in its internal records; '




provided, however, that any failure of the holder hereof to
make such a nciation or any error in such notation shall noct
in any manner -affect the obligustion of the Borrower to make
paymerits of principal and interest in accordance with the
terms of this Competitive Note and the Credit Agreement.

This Competitive Note is c¢ne of the Competitive
Notes referreé to in the Credit Agreement which, among other
things, contains provisions for the acceleration of the
maturity hereof upon the happening of certain events, for
pptional 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 Competitive Note shall
be construed in accordance with and governzd by the laws of
the State of New York and any applicable laws of the United
States of America. :

\.
R
hAS

(Name of Borrower]},

by

Title:

E-1 continued




Payments
Amount of Haturity Interest
Loan ‘Date Rate Principal interest

Loans_and Payments

E-1 continued

Unpaid
Principal
Balance of

tote

Name of
Person
Making
Notation




EXHIEIT E-2

FPORM OF STANDBY NOTE

S$[insert amount of Bank's Commitment] New York, New York
[Date of Initial
Borreowing

FOR VALUE RECEIVED, the undersigned,

¢ & corporation (the "Borrower"), hereby
promises to pay to the order of (the
"Banh"), at the office of Chemical Bank (the "Agent"), at

s 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 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 ané {(ii) on June 30, 1399C, the lesser of the
principal sum of Déllars ($ ) and the
' aggregate unpaid principal amount of all portions of Standby
Loans made by the Bank to the Borrower pursuant to
Sections 2.01 anéd 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 saigd.
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 Ajreement,

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 subseqguent 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 herecf, or on a zontinuation 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 Credit Agreement.

This Standby Note is one ¢f 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.

[Name of Borrower},

E-2 continued
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. amount of Maturity Rate ) Balance of Mak ing
Date Loan Date Option Principai Interest Note Notation

E-2 continued



Exhibit F

ASSIGNMENT AND ACCEPTANCE

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"), amoi'yg Tapital Cities/ABC, Inc. (formerly Capital
Cities Comm nisations, Inc.), a New York corporation (the
"Company"), thne Banks {as defined in the Credit Agreement)
named therein and Chemical Bank, as Agent for the Banks (the
"Agent"). Terms defined in the Credit Agreement are used
herein with the same meaning.

- {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
the A551gnor, without recourse to the Assignor, a %
interest in and to all the Assignor's rights and cobligations
under the Credit Agreement as of the Effective Date (as
defined below) (including, without limitation, a $
interest (thCh on the Effective Date hereof is §

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

_% interest (whlch on the Effective Date hereof is

s - ) in the Loans owing to the Assignor
- outstanding on the Effective Date together WIth such
percentage interest in all unpald interest o'% such Loans
accrued to the Effective Date, and a % 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 assxgnmeﬁts thereof which have not yet
become effective) is § ; (ii) represents that it is
in receipt of the written consent of the Company reguired 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 conngction with
the Credit Agreement or the execution, legality, wvalidity,
enforceability, genuineness, 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
peneficial owner of the interest being assigned by it
nereunder 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 trc Agent exchange such sStandby 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 19 , in the

r —
principal amount of $§ payable to the order of
the Assignor and a Standby Note dated . 19
in the principal amount of §$ 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

dated . 19 __, in the principal amount of

$ ' payable to the order of the Assigneel].

, 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 documei..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 ovedit 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/ If 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.




_ 6. Upon such acceptance and recording, from and
after the Effective Date, the Agent 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:



Exhibit (13)

Operating Highlights

1988 1987
Net revenues $4,773,453,000 $4,440,346,000
Operating income $ 816,029,000 $ 745,990,000
Net income $ 387,076,000 $ 279,078,000
Net inc.ome per shﬁre $22.31 $16.46
Average shares outstanding 17,350,000 16,950,000

Income Before Income Per Share |
Extraordinary Items Before Extraordinary Items
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To Our Shareholders

Capital Cities/ABC, Inc. had another good
year in 1988. Consolidated net revenues
increased 8 percent to $4,773,000,000, while
income per share rose to $22.31, a gain of 36
percent on approximately 2 percent more
average shares oufstanding.

Most segments of the Broadeast Group
produced fine results. The ABC Television
Network Group achieved some encouraging
audience ratings improvement, particularly in
the prime evening hours. Prineipally as a
result of special-event programming,
however, the network incurred a small loss in
1988 compared with a modest profit in 1987.
The Publishing Group experienced another
reduction in earnings, with gains in
newspapers being more than offset by further
declines for several of the specialized business
and consumer publications.

Though income from operations was up for
the year as a whole, much of the substantial
gain in earnings per share came from the
reduced Federal tax rate and lower net
financing expense. A summary of the
Company's operating results for 1988 (52-
week year ending January 1, 1989) compared
with 1987 (53-week year ending January 3,
1988) follows:

_ Percent
{Dollars in millions) 1988 1987 change

$4,773.4 $4,440.4 8%
3,797.6  3,536.1 7%

Net revenues

Operating costs

Depreciation and
amortization 15978 158.3 1%

Total costs 3,9574 3,604.4 T%

Operating income 816.0.  746.0 9%

Interest and
other, net (128.7) (182.0) (29)%

Income before taxes 687.3 564.0 22%
Income taxes (300.2) (284.9) 5%

$ 387.1 $§ 279.1 39%
$22.31 $16.46 36%

Net income

Income per share

At the date of acquisition of ABC, January 3,
1986, the historic value of certain ABC
Television Network commitments for
entertainment programming and sports rights
exceeded their fair market value by
approximately $280,000,000, net of related
income tax benefits. The resuitant reduction
in 1988 and 1987 in network program rights
benefited earnings by $6.60 and $3.85 per
share, respectively. Amortization of
intangible assets arising from the ABC
acquisition amounted to $3.03 and $3.13 per
share being charged to earnings in 1988 and
1987, respectively. Exeluding these two
noncash aequisition-related factors, earnings
per share increased 19 percent from $15.74
in 1987 to $18.74 in 1988.

Most of the general business and industry
trends continued to affect the Company in
predictable ways during 1988. There was one
exception. In past years, the quadrennial
combination of Winter and Summer Olympics
and presidential election campaign coverage
has caused reductions in the amount of
television advertising time available for sale
in customary patterns. This constriction has
historieally led to significant upward pressure
on prices. In our report to you last year, we
expressed doubts that television pricing
buoyancy would prevail in 1988, and indeed

it did not. More competition for viewing time
(particularly in cabled homes), a new audience
measurement technique, and high advertising
unit-pricing levels for the Calgary and Seoul
Games were the primary reasons why revenue
growth for the three television networks and
the United States television station industry
increased by only 8 pereent and 6 percent,
respectively.

The national rate of inflation was slightly over
4 percent for 1988. The Company was able
to keep the rate of increase for internally
generated expenses below that level for the
year, but the cost of most entertainment
programs and sports rights purchased from
outside the Company rose more than either
the cost of living or the rate of revenue
increase.




The Company had another year which
resulted in a significant strengthening of its
balance sheet. Cash flow from operations, net
of amounts reinvested in the business, was
$439,700,000. The exercise of 1,767,500
warrants prior to their July 29, 1988
expiration date brought in $441,900,000 of
additional cash while adding a comparable
number of common shares to the total
-outstanding. At year-end 1988, debt
outstanding, net of cash, had fallen to
$560,000,000 from the year-end 1987 total
of $1,263,000,000. During the same twelve
months, the Company’s debt to total capital
ratio was reduced from 41 to 34 percent.

The Company continued to maintain a
relatively modest $100,000,000 of commercial
paper outstanding in order to have ready
access to this convenient form of finaneing.
All other debt, aggregating $1,594,000,000,
is at fixed interest rates, averaging 10.3
percent. There are no meaningful amounts
of principal due until 1991, when the
payments on ABC acqulsltlon-related debt of
approximately $94,000,000 per year (or less
than 25 percent of 1988 cash flow) begins.
Since 1986, the. Sompany's cash and short-
term cash invesiments have accumulated to
more than $1,100,000,000. There are no
current plans to prepay our long-term debt,
which is at attractive fixed rates and terms.
The combination of such debt, together with-
the Company's current cash position provides
Capital Cities/ABC with great financial
flexibility for future internal and external
growth opportunities.

Highlights follow for the Company's three

operating groups and for corporate activities

as well. More details are available in separate
-sections of this report. '

As mentioned, the ABC Television Network
Group experienced a small loss in 1983
compared with a modest profit in 1987.
Despite this apparent lack of progress, we
feel that 1988 was generally satisfactory.

Two major events with negative consequences

deserve comment. First, although the
television network’s coverage of the February

1988 Winter Olympies at Calgary was widely
acelaimed and developed satisfactory
audience levels, the cash loss for the network
was substantial, as had been expected. The
rights cost negotiated four years earlier was
simply muech too high. Second, the network's
major presentation in November of the first
segment of Herman Wouk’s World War II
epic, War and Remembrance, resulted in
ratings that were less than anticipated despite
the fact that many critics regarded the
program as one of the finest productions ever
prepared for television. The program
appealed mainly to older viewers, and there
is evidence that at 18 hours, the time
commitment may have been considered
excessive.

ABC News had another outstanding year in
terms of service to the American people,
programming excellence and financial results.
Crewded and very lengthy primary
campaigns, party conventions and the
national election were added to the regular
demands on the News Division, but the men
and women of ABC News responded very
well.

The ABC Sports Division distinguished itself
again in 1988. The Company remains very

proud of the coverage which ABC Sports

brought to America from the Calgary Winter
Olympies. Approximately 1,000 employees
from ABC Sports, Broadeast Operations and
Engineering, and other units of the television
network labored very effectively to broadcast
95 hours of highly praised programming.
ABC Sports began the year with coverage of
Super Bowl XXII and completed the year with
its first-ever Rose Bowl telecast.

 ABC Entertainment made important progress

in 1988. Most new ABC prime-time series
introduced in the fall of 1987, with the
exception of thirtysomething, Full House and
Hooperman, were not sucecessful. Scheduling
changes, the Calgary Olympics and new
programs, such as The Wonder Years,
intreduced in the spring of 1988, helped to
lift ABC to a second-place finish for the 1987-
88 prime-time season. Roseanne, which
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premiered on ABC in the fall of 1988, is the
biggest hit of the new season. It is an
important building block for future years.

The Broadecast Group achieved another record
year. The eight owned television stations
improved or maintained their generally
excellent ratings positions, and combined
earnings for the Group were at an all-time
high. Earnings for the 21 owned radio
stations were also at record levels, while the
radio networks, although down slightly from
a record 1987 had a satisfactory year.

All elements of Video Enterprises did very
well in 1988. ESPN, Lifetime, and Arts &
Entertainment—cable programming
networks owned 80 percent, 33 percent and
38 percent, respectively, by Capital

Cities/ ABC—all experienced substantial
growth and record results. In.early January
1989, ESPN concluded an agreement with
Major League Baseball for the weekly telecast
of six national baseball games on Sunday,
Tuesday, Wednesday and Friday nights for
four seasons starting in the spring of 1990.
The rights cost of $400,000,000 is high, and
production expenses will also be substantial;
but this programming is very important as a
means of ensuring ESPN’s very promising
future. Video Enterprises’ developmental
activities. also continue to show promise for
the years ahead.

In 1988 the Company made its first significant
off-shore investments. Through ESPN, it
increased to 25 percent its equity interest in
Screen Sport, a satellite-delivered sports
service available throughout Western Europe.
In early 1989, Capital Cities/ABC acquired a
significant interest in Tele-Munchen K.G., a
program production and distribution company.
headquartered in Munich, West Germany.

The Publishing Group had its third
consecutive down year in terms of operating
profits. Major expense increases for postage
and paper were difficult to offset in a year
when adequate price increases for most print
media were generally not sustainable.
Newspapers and shopping guides were up
nicely, but continued revenue weakness for
many of the specialized business and

consumer publications more than offset these
gains,

When we logk at 1989, we have several
concerns. The television network’s major loss
on the Calgary Winter Olympics during the
first quarter of 1988 was largely obscured by
purchase price adjustments. The owned
television stations and the radio networks
garnered substantial incremental profits from
this eoverage. This combined positive result
will not recur in 1989. The first quarter of
1988 also eontained a very profitable NFL
Super Bowl, and ABC will not present another
one under the eurrent contract which expires
in early 1990. The absence of the financial
henefits of these events in 1989 will make
year-to-year progress more difficult,
especially in the first quarter.

We are, on balance, eautiously optimistie
about 1989. Though many of Capitai
Cities/ABC’s operating assets might be
considered mature, or at least approaching
maturity, they are still fine businesses with
excellent prospects, particularly when they
are vigorously managed in terms of changing
viewer, listener, and reader tastes and needs.
The rate at which the tnajor television
networks are losing audiences continues fo
moderate. Increases in programming cosfs
will continue to be a problem since many &f
the cost reduction opportunities presented by
the merger have now been achieved. Capital
Cities/ABC also has some large and growing
assets, such as ESPN, which by no standard
would be termed mature. While we continue
to have confidence that the Company’s.
established businesses can produce
predictable and growing operating profits, we
believe that the Company’s capacity to
annually generate substantial amounts of free
cash flow is its greatest asset for continued
long-term growth. Management réemains
committed to a continuing program of
investment in business activities which will
ensure its prespects in the years ahead.

The American economy continues to
demonstrate a capacity to evolve and adapt
itself. Capital Cities/ABC clearly has the
financial resources necessary to‘compete




effectively in a changing environment. The
development of high definition television, new
information and entertainment delivery
systems based on fiber optics, and
modifications in the operation of the financial
interest and syndication rules are just a few
of the changes which may well lie ahead for
broadeasting media companies. We believe
the Company has the people, the
organizational structure and the
determination it will need to meet such
challenges effectively and profitably.

The Company’s partnership with the Publie
Broadeasting Service in Project Literacy U.S,
{PLUS) continued to both draw attention to *
and help alleviate the serious national problemn
of illiteracy. In 1988, PLUS focused on
literacy in youth; in an effort to foster a family
reading envirenment and volunteerism for the
program. Both the Broadcast and Publishing
Groups stepped up their involvement in PLUS
in conjunction with the vigorous eampaign of
the ABC Television Network.

In 1988, Capital Cities/ABC continued its
strong support of the Drug-Free America
public. service advertising campaign. These
powerful messages dramatize the
consequences of drug abuse, and follow-up
research shows that the Drug-Free America
campaign is helping reshape public attitudes
about illegal drug use. The broadecast and
print advertising donated by the Company to
this program in 1988 was worth more than
$27 million.

During 1988, Gerald Dickler; Frederick S.
Pierce and John B. Pooie left our Board of
Directors. We thank them for their many
contributions and wish them well in their
fiiture endeavors. We are pleased to welcome
ti the Board of Directors of Capital
{ities/ABC, Ine. Ann Dibble Jordan, former
Director of the Social Service Department,
University of Chicago Medical School; and -
Frank S. Jones, Ford Professor of Urban
Affairs, Massachusetts Institute of
Technology. Mr. Dickler, a founder of the
Company and a member of its Board of
Directors since 1964, was elected Director
Emeritus.

We are most grateful to our 19,700 fellow
employees for their loyalty and continuing
outstanding eontributions, and we also wish
to thank our shareholders for their interest
and support.

“Thownaa S.

THOMAS S. MURPHY
Chairman

Tonia® B Rundh o

Danier B. BURKE.
President
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Capital Cities/ABC A
Broadcasting

The Company’s broadeasting operations;,
which consist of the ABC Television Network

‘Group and the Broadeast Group, had 1988

net revenues of $3,749,600,000, an increase
of $315,900,G00 or 9 percent over 1987,
Operating earnings of $722,200,000 in 1988
were up $89,300,040, or 14 percent over the
prior year. Broadcasting operations’ 1988
and 1987 results are suimmmarized aq_,follows:

(Dollars. in
niflions) 1988 1987
Net revenues $3,749.6  $3,433.7
Operating costs 2,904.7 2,680.6
Depreciation and :

amortization 122.7 120.2
Total costs '3,027.4 2,800.8
Operating income $ 722.2 $ 6329

The 1988 and 1987 results inciude acquisition-
related adjustments to fair market value for
entertainment programming and sports rights
of the ABC Television Network. These
adjustments benefited 1388 and 1987
earnings by $191,000,000 and $120,000,000,
respectively. Additionally, both 1988 and
1987 results include amortization of
intangibles arising from the ABC acquisition
of $45,000,000 and $46,000,000,
respectively. Excluding these two noncash
acquisition-related factors, broadeasting

_ earnings would have been $576,200,000, a

3 percent increase from the $558,900,000
in 1987.

Broadcasting
1 Net Revenues
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ABC Television Network Group

In 1988, the ABC Television Network made
modest progress towards improving its share
of three-network revenues and moderating its
overall cost growth. Reported operating
results, however, were largely influenced by
several extraordinary factors, among them

 the Winter Olympic Games, the presidential

election campaign and a 22-week Writers
Guild strike. For 1988, net revenues increased

- 8 percent to almost $2,400,000,000, and

operating expenses (exciuding: purchase price
adjustments) increased 11 percent. Asa
result, the ABC Television Network
(exeluding purchase price adjustments)
operated at a slight loss of $4,000,000,
compared with a profit of approximately
$50,000,000 in 1987. On a comparable 52-

. week basis, revenues increased 10 percent

and operating expenses increased 13 percent.

The national elections and Olympic Games
every four years have historically produced
strong revenue growth for the network
economy. While three-network revenues did
increase 3 percent in 1988, this growth rate
was notably lower than historicat levels.
Furthermore, Olympie and political
advertising did not tighten the network
marketplace as they had in previous years,
and demand for remaining commercial
inventory was generally soft throughout the
year.

Broadcasting
Operating Income
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Several diverse factors affected the ABC
Television Network’s profitability in 1988 and
made comparison with 1987 resuits difficuit.

o The Winter Olympic Games in Calgary
did not generate sufficient revenues to
offset the substantial rights cost and
related production expenses, and
resulted in an operating loss in excess -

- of $65,000,000 (before purchase price
adjustments) on the Games in the first
quarter.

‘e ABC News' thirty hours of primaries,
conventions and election night
coverage added over $20,000,000 in -
incremental costs during the year.

" o In March 1988, the Writers Guild of
America began a 22-week strike which
significantly delayed the start of the
1988-89 television season. The ABC
Television Network was unable to
acquire the normal number of original
prime-time entertainment series
episodes for the fourth quarter.
Therefore, the network broadcast
more repeat and special programming
than usual, whieli-resulted in lower
revenues and costs. Additionally, the
delay in the start of th» 1988-89 season
will result in the network broadeasting
more original episodes in 1989,
resulting in higher program costs than
originally planned.

Competltlon for the viewer, particularly in
prime time, remained as intense as ever. Over
the past few years, the growth of independent
television stations, the increase in basie cable
ratings and the exponential growth in
videocassette recorders have combined to
reduce the three networks’ share of prime-
time households to less than 70 percent.
Within this environment, however, ABC’s
development of several new highly rated
series enabled it to improve its competitive
standing, particularly in the fourth quarter of
1988.

For the 1987-88 season, ABC finished in
second place in the three-network prime-time
rankings. The Winter Olympics and Super

Bowl XXII contributed to the improvement.
But more important to its long-term growth,
the ABC Television Network benefited from
two Emmy Award-winning programs, The
Wonder Years and thirtysomething, and
from scheduling changes for other prime-time
series. The Wonder Years debuted in March,
improving the network’s performance in its
time period, and was named “Outstanding
Comedy Series” for the 1987-88 season.
thirtysomething was named “Guistanding
Drama Series” for the season and enabled the
APRC Television Network to improve its
Tuezday night ratings. This past season was
the first tinie any network had won both the
comedy and drama Emmy Awards with new
series.

In October 1988, Roseanre, a sitnation
comedy starring Roseanne Barr, debuted to

. strong advertiser and audience appeal. By

the end of February 1989, it was the second-
highest-rated prime-time show of the 1988-
89 season, contributing significantly to the
network’s strong Tuesday night performance.
Who's The Boss?, the network’s lead-off show
on Tuesday night, is also rated among the
top-ten prime-time series. Growing Pains, a
top-rated show with yonng adults on Tuesday
last season, was shifted to Wednesday right
and held its audience. The program is followed
by Head of the Class, and the two comedies
were largely responsible for the network’s.-
consistent first-place firish on Wednesday. On
Friday night, the comedy block of Perfect
Strangers and Full House from 8:00-8:00 PM
consistently won the time period. Asa result,
ABG won Friday night during the fourth
quarter for the first time in eleven years. Hven
though the ABC Television Network’s overall
prime-time performance was better in 1988,
ratings on Thursday, Saturday and Sunday
nights continued to be disappointing.

In the fourth quarter of 1988, the ABC
Television Network was the only network to
improve its audience delivery across key
demographic categories. Particularly
gratifying was the fact that this improvement
was generated in large part-by prime-time
series. The first part of War and
Remembrance, a mini-series broadeast over
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18 hours during the November sweeps,
averaged an 18.6 rating and also boosted
overall ratings.

Monday-to-Friday Daytime, a major network
profit center, experienced a particularly
diffieult year. ABC remained the highest-
rated network amoag women aged 18 to 49
due to its afternoon serials, General Hospital,
One Life to Live and All My Children, but
the overall delivery of young adult women
declined significantly from 1987 levels. Soft
advertiser demand also plagued this daypart
throughout the year and resulted in a
significant profit decline. Early morning
programming also suffered an audience
decline at al} three networks. Despite this
falloff, Good Morning America, with co-hosts
Charles Gibson and Joan Lunden, remained.
the most popular information show among
young adult women. In the fourth quarter of
1988, ABC’s Saturday morning children’s
programming significantly improved its
ratings and was the top-rated network in the
fourth quarter for the first time in six years.

ABC News distinguished itself in 1988 with
a strong lineup of regularly scheduled news
broadeasts and 30 hours of election-year
coverage. During the Democratic and
Republican Conventions. and on election night
in November, the ABC News team of Peter
Jennings and David Brinkley attracted more
young adult viewers than any other network.
Of particular note, we believe that ABC was
the first network news organization to operate
at a profit in a presidential election year.

World News Tonight with Peter Jennings
was the most-watched evening news program
among young adults. In addition, World
News Tonight was the only network evening
news broadeast to show growti: in 1988. The
program introduced American Agenda in
1988, a segment which concentrated on
stories and issues of vital importance to the
American public which had not received
sufficient regular media attention. Nightline,
hosted by Ted Koppel, was awarded the
prestigious duPont-Columbia University

Journalism Award for its broadcast of In the
Holy Land in April. The program featured a
discussion of important issues among Israeli
and Palestinian officials. Nightline dlso
improved its audience demographics and was
watched by more young adults in 1988 than
in prior years. Barbara Walters’ interview
specials continued to be extremely popular.
Her fiftieth broadeast in November 1988 was
the highest-rated news special of the year.
20/20, hosted by Hugh Downs and Barbara
Walters, was a major contributor to the
network’s improved Friday night ratings.

ABC Sports had an extraordinary year in
1988. The division began the year with the
broadeast of the Washington Redskins’
victory over the Denver Broncos in Super
Bowl XXII. In February, ABC Sports
originated approximately 95 hours of
coverage of the Calgary Winter Olympic
Games over a 16-day period. In prime time,
the Winter Olympics averaged a 19.3 rating,
mazking the first time in 24 years that the
Winter Games outperformed the Summer
Games. ABC's Monday Night Football was
the highest-rated regular program for young
adult males in the fourth quarter of 1988.
ABC Sports presented from Pasadena its first-
ever Rose Bowl.in January 1989, The
division’s ongoing coverage of major golf
championships, Triple Crown horse racing,
the Pro Bowlers Tour and the Indianapolis
500 again proved to be extremely popular.

ABC Sports did not obtain the broadcast
rights for the 1992 Winter and Summer
Olympies or for the new network Major
League Baseball contraet beginning in 1390,
Although the division’s highly competitive

bids did not prevail, the Company is.committed
to the network broadcast of major sports
events and fully expects that ABC Sports will
compete effectively in subsequent rights
negotiations.

The network’s 1988 challenges continue in
1989, with several issues commanding
immediate attention. In 1988, the network
reacted to softening advertiser demand and
lower than anticipated revenue growth with




greater cost control response. But increased
efficiency is needed at every operating level if
the network is to achieve consistent
profitability. Another issue is the need to
further refine the national television audience
measurement system. Peopleé meters are a
considerably more complex measurement
methodology than the previously used diary
method. It is imperative that this system be
constantly reviewed so that delivered
audiences accurately reflect viewing levels.
Longer-term, the network is hopeful that the
sample will incorporate out-of-home viewing,
such as hotels and college dormitories, which
represent sizable audiences not currently
reflected in ratings data or advertising rates.

On a more general level, the ABC Television
Network recognizes it must refocus its
marketing and pricing strategies. While
network television remains the largest and
most effective mass advertising medium, new
aggressive competition from czble
programming, barter syndicztion and other
promotional techniques has weakened the
network’s status with advertisers and their
agencies. Improving ABC’s share of three-
network revenues, particularly in prime time,
remains important, but equally important is a
more creative and aggressive approach to
attracting the advertising dollars that are
flowing away from the networks. - To achieve
future growth, the ABC Television Network
has initiated a campaign to attract new
advertising dollars to the network
marketplace. Twenty Questions Facing
National TV Advertisers, a sales
presentation for major advertising agencies
and their clients, was introduced in the fall of
1988 and represented the first step toward a
broader marketing approach.

The strength of the ABC Television Network's
affiliate lineup is also an integral part of long-
term growth. In March 1988, the network
commissioned an independent study to
examine the network-affiliate relationship and
‘how both parties might maximize revenue and
profit potential. The study reaffirmed the
competitive advantages of the current system.
To preserve this edge, however, the network

and its affiliates need to refine-and implement
a new performance standard which will
maximize network programming clearance
and capitalize on cross-promotional
capabilities.

We believe that the most important issue
facing the ABC Television Network is its need
to produce more of its own programs in prime
time and acquire financial interest in programs
produced by others. Negotiations to date
with representatives of the television
production community have failed to resolve
differences over regulatory restraints which
sharply limit the Company in these respects.
The Company remains hopeful, however, that
agreement might be reached on needed
changes in this area.

Broadeast Group
During 1988, the Broadcast Group again

_reached record levels of revenues and

operating income. Net revenues increased by
12 percent to $1,420,000,000. Operating
income {before amortization of intangibles)
reached $580,000,000, reflecting a 14 percent
increase from the $507,000,000 reported in
1987. '

Earnings at the television stations showed
strong improvement over 1987, derived in
part from the incremental revenue generated
by the broadeasts of the Olympies and the
Super Bowl. The radio division's profits also
advanced in 1988, due primarily to the
improved performance of the radio stations.
Profitability of the radio networks, en the
other hand, declined due to the soft radio
network advertising marketplace. Video
Enterprises significantly increased its
revenues and operating profits in 1988 as
ESPN and the division's other cable services
achieved greater acceptance in the expanding
cable universe.

Television Stations

Advertising revenues for the television
stations increased 7 percent (on a comparable
52-week basis) over 1987, again exceeding
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the rate of growth within the industry. Local
advertising revenues continued to outpace

significantly the growth rats of national sales.

These levels were achieved despite a flat
Houston marketplace. Although there are no
clear indications that the economic climate in
Houston has improved, the Company is
encouraged by current signs.

Effective/vost management continued to play
a prominent role in the suceess of the
Company’s television stations. Although the
dramatie cost decreases achieved in 1986 and
1987 were not equaled, cost increases were
held to less than 2 percent, despite escalating
costs of top-rated syndicated programming
and the pressure on programming costs in
general. '

The Company’s eight television stations
remain the largest group in the country,
reaching 24.39 percent of total ADI (Area of
Dominant Influence) television homes, just
under the 25 percent limitation established in
rules of the Federal Communications
Commission.

The Oprah Winfrey Show, carried on seven
of the eight television stations in 1988, was
once again the number one talk show in
national syndiczation. This show, previously
owned by WLS-TV, was transferred to a
company owned by Oprah Winfrey in 1988.
The benefit of owning. and producing The
Oprah Winfrey Show for a limited future
period was exchanged for a longer-term
arrangement with the Group's television
stations at equitable financial terms.

In 1988, the stations continued to maintain
their enviable market ratings. Aeceording to
November 1988 ratings data, from sign-on to
sign-off, all eight stations were number one
in audience delivery. These results were
achieved with a combination of effective local
programming and a modestly improved ABC
Television Network program schedule.

The Company's television stations maintained
their commitment to a strong local news
presence. The following table reflects the
ranking of principal news programs:

News
program rank

Station Market [Early  Late

and Market _ rank evening evening

WABC-TV ] 1 2
{New York)

KABC-TV .2 1T 2
{Los Angeles)

WLS-TV 3 1 1{T)
(Chicago)

WPVI-TV 4 1 1
(Philadelphia)

KGO-TV 5 1 1
{San Franciseo)

KTRK-TV 10 1 1
(Houston)

WIVD . 34 2 1
{Durham-Raleigh)

KFSN-TV 62 1 1
{Ftesno)

Soutees: Nielsen, November 1988, except KFSN-TV
1phich is Arbitron, November 1988.
(T) Tied

Capital Cities/ABC National Television Sales,
(the in-house national sales representation
operation launched late in 1986), has
responsibility for national spot sales at all
eight owned stations. In its second full year
of operation, this unit met its goals.

Radio

Radio division profits rose in 1988 as a result
of the excellent performance by the radio
stations. The radio networks, while increasing
their share of revenue in a declining'
marketplace, reported reduced profits as a
result of increased programming costs and
expanded program activity.

The Company owns 21 radio stations, eleven
AM and ten FM. Seven of the radio stations
(AM and FM stations in New York, Chicago
and Los Angeles, and an AM station in San
Francisco) continue to operate subject to a
temporary FCC cross-ownership waiver which
resulted from the ABC acquisition. Late in
1988, the FCC announced it would look
favorably upon waiver requests that would -
permit radio and television ownership in large
markets. Continued ownership of these




stations would be consistent with the new
relaxed standard, and the Company has filed
a request for a permanent waiver.

Radio station revenues, excluding the Denver
stations which were ac¢quired late in 1987,
rose by 9 percent. The aggregate ratings
performance of the stations showed
significant improvement in 1988, and
produced improved revenues and earnings.

The Company’s 21 radio stations reach 25.2
pereent of the United States population as
shown below:

1988 Metro
#of  DPopulation

stations {age12 +)

Station Market in #  %of

and market rank market (000’s) U.S.

WABC-AM/WFLJ-FM 1 46 14,057 6.9%
{New York)

KABC-AM/KLOS-FM 2 43 9,086 4.4%
{Los Angeles)

WLS-AM/WYTZ-FM 3 39 6,705 3.3%
(Chicago)

KGO-AM 4 52 4,954 2.4%
{San Franciseo)

WIR-AM/WHYT-FM 6 28 3,570 1.7%
(Detroit)

WBAP-AM/KSCS-FM 8 30 3,112 1.5%
(Fort Worth-Dallas)

WMAL-AM/WRQX-FM 9 27 3,017 1.5%
{Washington, D.C.)

WKHX-AM/FM 13 23 2,219 1.1%
{Atlanta)

KQRS-AM/FM 19 19 1,945 1.0%
(Minneapolis-St. Paul)

KRXY-AM/FM 24 3t 1,593 0.8%

- (Denver) _

WPRO-AM/FM 28 22 1,259 0.6%
(Providence)

Total 51,677 25.2%

Souree: Arbitron, 1988-89 Popidationsin U.S. Radio

Markels.

The ABC Radio Networks consist of six basic
networks that serve more than 2,100 affiliates
nationwide. The networks continue to expand
their broad-based audience appeal by signing
new talent. In 1987 and early 1988, Tom
Snyder and Sally Jessy Raphael were added

in programs with talk-show formats. In 1988,
Shadoe Stevens, a popular and rising
entertainment personality whose career

began in radio, became the new host of
American Top 40. These talent and
programming additions continue to
strengthen the ABC Radio Networks which
also carry excelusively the radio broadeasts of
Paul Harvey. He is the most popular national
commentator on radio.

The ABGC Radio Networks remain the pre-
eminent group in the radio network industry
as shown by the ratings chart below:

Audience National
Network share rank
Entertainment 8.7% 2
Information B.5% 4
Contemporary 7.4% 5
FM 5.8% 8
Roek 5.4% 11
Direction 4.8% 13
Source: RADAR 38, fuil ‘38 All Broadcast. Total

persons 12 +.

In 1987, the ABC Radio Networks entered
into a national sales representation
arrangement with Satellite Music Network, a
producer of nine 24-hour live music formats

- delivered via satellite. During 1988, the

Company acquired approximately 14 percent
of Satellite Music Network's outstanding
shares. In December 1988, Capital
Cities/ABC offered to acquire, through a cash
merger, the remaining shares of Satellite
Music Network. The transaction is expected
to be eompleted by the end of April 1989 for
an aggregate purchase price of approximately
$50,000,000.

Video Enterprises

Video Enterprises, which consists of cable
program services, program distribution and
technology development activities, had

another highly successful year in 1988. ESPN
enjoyed an exceptional year and solidified its.
position as the premier cable sports
programmer in the country. The progress of
Arts & Entertainment (A&E) and Lifetime,
partially owned by the Company, continued

to exceed expectations. Consequently, in 1988,

11
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division revenues and operating earnings
increased significantly over 1987.

Subscriber growth for each of these networks
and cable household data follow:

Average subseribers
(Millions) 1988 1987 1986 1985 1984
ESPN
{Launched

Sept. 1979) 47.7 418 373 360 326
A&E

{Launched

Feb. 1984) 31.0 268 205 187 105
Lifetime '

(Launched _

Feb.1984) 39.0 30.9 25.9 23.0 185

Cable TVHH  47.8 438 41.7 39.2 363
Total TVHH 904 886 874 859 349

Source: Nielsen Universe based on NTI metered service.

ESPN, 80 percent-owned by the Company, is
the largest of the Company’s cable program
ventures and reached approximately
49,000,000 households at year-end 1988, or
56 percent of the nation's television
househelds, more than any other cable
network. In 1987, ESPN entered into a three-
year contract with the National Football
League to televise 13 NFL games annually.
Early in 1989, ESPN further enhanced its
premier position by entering into an
agreement with Major League Baseball to
televise approximately 175 games annually
for four years, beginning in 1990. This
agreement represents a $400,000,000
commitment by ESPN. During 1988, ESPN
increased to 25 percent its investment in
Screen Sport, a satellite-delivered sports
service available throughout Western Europe.

A&E, which is 38 percent-owned by Capital
Cities/ABC, is a supplier of entertainment
and cultural programming to a subscriber
base that reached approximately 33,000,000
households at year-end 1988, Lifetime
programming is primarily targeted toward
women viewers. Its schedule and ratings have
been enhanced by off-network programming
acquisitions. The Company owns 33 percent
of Lifetime, which has a subseriber base that
had grown to 42,000,000 households at year-
end 1988. Both A&E and Lifetime continue
to increase significantly in profitability.

ABC Distribution is responsible for the
international sales-and licensing of ABC-
owned entertainment, sports and news
programs and for other programs not
produced for over-the-air television
broadcasting. This unit is also involved in the
sale of ABC-owned programs on
videocassettes. In early 1989, the Company
acquired an interest in Tele-Munchen K.G., a
program production and distribution company
headquartered in Munich, West Germany.

Video Enterprises also continues to function.
as Capital Cities/ABC's primary research and
development arm in the electronic media, and
is responsible for several projects in different
stages of development. Current projects
include Indesys, an operation with several
promising orders for its high-speed
communications service employing satellite
and FM sideband transmissions and
Playcount, which expects to begin a video-
cassette revenue-sharing system.

The Broadeast Group continues to serve its
local and national cable communities with
quality programming. Award highlights in
1988 include:

¢ WTVD — Radio/TV News Directors
Association of the Carolinas Award for
“Best Feature Story” for an investigative
report, “Hazardous Waste Plant”.

¢ WPVI-TV — IRIS Award for the program
Prime Time for Best Magazine Format
Program.

» ESPN — Emmy Award in Graphics by the
Academy of Television Arts & Sciences.

e ABC Radio Networks — Peabody Award
for its program Ernest Will — Americans
in the Gulf and CEBA Awards for the
programs Freedom March and From Lhe
Pages of History.

o WIR-AM — United Press International
Award for “Station of the Year” in
Michigan.

» WMAL-AM — Chesapeake Associated
Press Broadcasters Award for overall
excellence in news operations.




Publishing |

The Publishing Group had another difficult .
year in 1988. Net revenues of $1,023,900,000
were up only 2 pereent from 1987. Expenses
were $894,200,000, an inerease of
$34,300,000, or 4 percent. Operating income
was down for the third consecutive year to
$129,700,000, a decline of $17,000,000 or 12
percent from 1987, as summarized below:

{Dollars in

millions) _ 1988 1987
Net revenues $1,023.9 $1,006.6
Operating costs 858.1 822.1
Depreciation and

amortization 36.1 37.8
Total costs 894.2  859.9
Operating income $ 120.7 $ 146.7

Lower profitability did not occur throughout
all the operating units of the Group. The
combined profits of the Company's
newspapers and shopping guides were at
record levels in 1988, as were several Fairchild
titles and the majority of the ABC Publishing
‘units. These gains, however, were more than
offset by significant declines elsewhere. The
problems encountered were varied—general
market softness, competitive factors, and cost
increases which could not be passed along in
higher advertising rates. Nine small
acquisitions took place in 1988, for an
aggregate purchase price of $10,120,000. All
were either in geographic areas where the
Company currently operates or in specialized

Publishing
Net Revenues
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- publishing markets the Company presently
- serves.

Specialized Publications

Overall revenues of the specialized
publications division were approximately flat
with 1987. Total expenses increased 6
percent, and operating income was down 30
percent.

Revenues at Fairchild Publications were
virtually unchanged from 1987. Higher
expenses, related principally to start-ups,

- publication repositioning and circulation and

postal inereases, resulted in a substantial
decline in operating profits. At the end of
1988, several publications were realigned by

market category. The largest change was the

creation of the Fairchild Fashion Group. This
combination of 10 publications will enable
Fairchild to consolidate its market position

and react more quickly to changing conditions.

W and M, Fairchild’s two consumer fashion
publications, achieved record revenues and
paid circulation levels. Women’s Wear Daily
revenues were down slightly from 1987.
Publication of Scene as a stand-alone younger
women's consumer fashion magazine was
haited while still in the test phase and is now
4 feature section of W.

Several publications achieved new highs in
revenues and profits. HFD reached the
$20,000,000 advertising mark for the first

Publishing

Operating Income
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time. American Metal Market had the largest
one-year circulation gain in its more than 100-
year history, while Multichannel News
continued to dominate its market with a
redesigned and upgraded product. -The
International Medical News Group’s sales and

_profit increases came in the face of declining

revenues in several medical categories.

Children's Bustness became profitable in its
third year of operation, while winning its
industry’s award for excellence in graphic
design and fashion photography. Electronic
News reversed its profit erosion through
careful cost control, while at the same time
upgrading its printing and editorial product.
Metalworking News increased its market
share sigmificantly.

Investments were made in redesigning and
expanding the circulation of Travel Agenit
magazine; launching Automotive Electronic
News, which debuted in 1989; creating a
commercially printed edition of Daily News
Record on Monday; and producing a consumer
publication, Travel Today, which was
subsequently suspended when initial reader
acceptance did not materialize. These
investments had a significant negative impact
on Fairchild operating income. '

ABC Publishing experienced slight revenue
growth in 1988, with a moderate decline in
operating profits due largely to an increase in
non-controllable costs related to the
production and delivery of its publications.

The Chilton Company, the largest of the ABC
Publishing operations, once again achieved a.
year-to-year profit inerease, along with
continuing growth in revenues. During the
year, the Chilton Company assumed
responsibility for all financial and
administrative support functions of the ABC
Consumer Magazines grovy, another -
operation of ABC Publishing, in an effort to -
generate operating efficiencies. At year-end,.
Chilton acquired Outdoor Power Equipment .
magazine, adding to its successful line of
trade publieations.

ABC Consumer Magazines experienced a very
disappointing year in 1988, with both

revenues and operating income substantially
below prior year levels. The move to

. consolidate support functions with the Chilton

Company will position the group more
effectively to compete in its very challenging
marketplaces.

Los Angeles Magazine finished 1988 ahead
of 1987 in revenues, with flat operating
income. The national sales office, established
in 1987, continued to be a major eontributor
to national advertising sales for Los Angeles
Magazine, as well as for a combined group of
California city magazines.

NILS (National Insurance Law Service)
experienced another record year in 1988, with
both revenues and operating income up over
1987 results. NILS’ indispensible national
data base of regulatory information for the
insurance industry is delivered in both print
and electronic form to customers in the
insurance and legal professions.

Word, Incorporated had a strong year in 1988,
with revenue growth and operating income

up substantially over the prior year. Word's
performance was bolstered by exeeptionally
strong product releases during the year,
combined with streamlined operations. At
year-end, Word acquired Worthy Publishing,
bringing a respected line of bible products and
other religious publications to augment
Word's established presence in the market.

Hitcheock Publishing was down in both
revenues and operating income in 1988, due
to softness in the manufacturing industries
served by its publications. As a result of the
softening market demand, Hitcheock
suspended publication of MITE, a 1987 start-
up publication, and Infosystems. PEMCO,
Hitecheock’s trade show operation, had a
strong yearin 1988 and a¢quired a new show,
the International Fastener Exposition, during
the year.

The ABC Publishing Agricultural Group
experienced a slight revenue increase in 1988
and a decline in operating income. The
expansion into eight editions of the state farm

| publications strengthened its position in the

market, with the initial costs to develop and




promote the expansion causing some short-
term profit-deterioration. The national
agricultural publications had a strong year,
driven by improvements in editorial, sales and
circulation.

Institutional Investor's revenues and
operating incomie significantly declined in
1988 as a consequence of contraction in the
worldwide financial services industry
following the October 1987 stock market
decline. The decrease-in advertising revenue
in Institutional Investor magazine was
partially offset by strength in reader demand
for that company’s other magazines and
newsletters, as well as attendance at the
company's sponsored conferences. The
company also launched the European
Institutional [nvestor Institute as well as a
daily newspaper edition of Institutional
Investor published for the annual meetings of
The International Monetary Fund and The
World Bank.

In late 1988, Capital Cities/ABC became the
majority investor in Practical Homeowner, a
750,500 czrcu]atlon special-interest consumer
magazinza. _

Newspapers and Shopping Guides

The Company’s newspapers achieved record
revenues, operating income and unduplicated
daily, Saturday and Sunday circulation levels
in 1988. Total revenues, expenses and
operating income were all up approximately
6 percent from 1987. Newspnnt prices per
ton averaged 9 percent higher in 1988
compared with 1987. Total newsprint
expense, however, was up only slightly
because of lower consumption, attributed to
the continuing shift from ROP linage to
inserts, and a planned reduction in evening
circulation in Kansas City. There were also
dramatic reductions in newsprint waste in
Fort Worth compared with the higher levels
experienced in 1987 in connection with the
introduction of its new offset press.

The Kansas City Star and Times again
achieved new records for total revenues and
operating profit. In-paper advertising linage
was down 6 percent from 1987, but a strong

performance in inserts and classified
generated a 6 percent increase in-advertising
revenues. Classified linage remained
particularly strong, reglstermg a gain of
almost 4 percent.

Circulation gains were achieved in the
morning and Saturday editions while Sunday
circulation remained at 1987 levels. Evening
circulation decreased 29,000, due largely to a
decision to eliminate delivery of the evening
Kansas City Star in areas outside the Kansas
City metropolitan area.  Net unduplicated
daily circulation remained unchanged, with
circulation revenue increasing 6 percent.

After two years of revenue declines and
sharply lower earnings, the Fort Worth Star-
Telegram experienced a turnaround in 1988.
Revenues increased less than 1 percent, but
opérating income was up 3 percent because
expenses were virtually unchanged from 1987
levels. Circulation was flat due to a year-long
effort to discontinue some forms of
discounting and the effect of a fourth quarter
increase of $1.00 a month in home delivery
prices. Introduction in the spring of a new

‘tabloid business section, Tarrant Business,

in the Monday morning edition, was met with
wide reader and advertiser acceptance.

At The Oakland Press in Pontiac, Michigan,
advertising revenues grew a healthy 10
percent, but circulation revenues were flat as
the overall Detroit market awaited approval
of a joint operating agreement between the
Detroit newspapers {announced and then
deferred in August). The newspaper's
investment in promotion and product,
associated with the upcoming Detroit market
change, caused profits to drop slightly from
1987, but advertising levels improved.
Installation of a new offset press commenced,
with conversion expected early in 1989.

The Belleville News-Democrat experienced
another record year in revenues and operating
income. During 1988, the acquisition of the
remaining 50 percent ownership of Legal
Communications Corporation in St. Louis,
Missouri, and the O’Fallon, Nlinois Progress,
were completed. The Company now owns and




~ Capital Cities/ABC

16

operates 10 daily and weekly newspapers in
the Greater St. Louis area.

The Times Leader in Wilkes-Barre,
Pennsylvania completed its first full year of
seven-day publication and its second -
consecutive year of profitable operations. The
Sunday edition helped boost net revenue 10
percent. Paid circulation on Sunday was
52,000 at year-end, 8 percent ahead of the
daily average.

The New England Newspaper group
continuad to expand operations. One
publication was acquired and five were started
in Connecticut. In Rhode Island, two
publications increased their frequency to
twice-weekly.

The Oregon Newspaper group of two small
dailies and six weeklies had lower revenues
and expenses than in 1987. Operating income
declined slightly.

Record operating income and profit margins
were achieved at Sutton Industries in 1988.
Advertising revenues were flat, while
expenses were 4 percent below 1987. Sutton
distributes over 1,500,000 copies of the
weekly PennySaver in Southern and Northern
California.

Pennypower Shopping News headquartered
in Wichita, Kansas had a positive year. With
relatively flat revenues and lower expenses
than in 1987, operating income was up 20
percent. Pennypower distributes 370,000
shopping guides weekly in Wichita and
Topeka, Kansas, and Springfield, Missouri.
“Nickel” publications in Seattle-Tacoma and
Spokane, Washington, and in Portland,
Oregon, with approximately 500,000 in total
weekly distribution, suffered their first year-
to-year decline in operating income since
being acquired by the Company.

The Company’s newspapers continued to
strive for editorial excellence. Significant
awards received in 1988 include:

e The Kansas City Times received the
National Press Club’s Edwin M. Hood
Award for diplomatic correspondence and
g first-place award for investigative

reporting by the Inland Daily Press

-Association. The evening Kansas Cily Star

received Missouri Press Association Awards
for best news content and best news story.

The Fort Worth Star-Telegram received
two first-place awards of particular merit.
Coverage of Delta’s Flight 1141 erash at
Dallas-Fort Worth Airport won first place
for spot news in the Texas Headliners
contest in direct competition with the two
Dallas newspapers. The paper's series on
the drug problem in North Texas, Tragic
Pleasures, won first place in the state Gavel
Awards.

The Belleville News-Democrat won 13
Illinois Press Association Awards (four first
places) and the Associated Press Illinois
Member Paper of the Year Award.

For the third time in the past seven years,
The Times Leader received the
Sweepstakes Award in state press
association competition.




.-Financial Overview

Management’s Dzscussmn and
Analysis of Resuits of- Operatlons
and Financial Condition

Results of Operations —
1988 Compared to 1987

Consolidated net revenues for 1988 (52-week

year ending January 1, 1989) were
$4,773,453,000, comparcd with
$4,440,346,000 in 1987 (53-week year
ending:January 3, 1988), an 8% increase.
Broadcasting net revenues for 1988 were
$3,749,557,000), compared with

$3. /13.3 749,000 in 1987, a 9% increase.
Publishing Gronp net revenues mczedsed only
2%, from $1 006,397 000 in 1987 f=-.
$1,023,896,000 in 1988. Ona comparable
52-week basas consolidated net revenues
increased 9% in 1988,

Wet revenues in 1988 for the ABC Television
Network, on a comparable 52-week basis,
increased 10% -compared with 1987, primarily
as a result of the teleeasts of the 1988 Winter
Clympic Games and the Super Bowl. Local
advertising strength at several major-market
television stations and a strong performance
at ESPN also contributed to the 1988 increase
in broadeasting revenues. The Company's
radio operations reported modest revenue
gains in 1988, Newspaper revenues increased
moderately, principaily as a result of increased
classified advertising and insert revenue.
These gains, however, were largely offset by
advertising shortfalls at certain of the
specialized business and consumer
publications.

Total costs and expenses for 1988 were
$3,957,424,000 compared with
$3,694,356,000 in 1987, a 7% increase.
Excluding purchase price adjustments and the
53rd week in 1987, total costs and expenses
for the Company increased 10%.

Broadecasting costs in 1988 (excluding
purchase price adjustments and the 53rd
week) inereased 12% from 1987. Virtually all
of the increase in broadeasting expenses was
related to eosts associated with. the telecasts
of special-event programming such as the
Wirnter Olympic Games, War & Remembrance

and coverage of the presidential election
campaign. Costs at the ABC Television
Notwork were favorably influenced by the
impact of-expense savings associated with the
delay in the start of the fall prime-time season
as a resuit of the Writers Guild strike. Costs
and expenses in 1988 for the Company's
publishing operations were 4% higher than
1987. Higher postage and paper expense and
investment spending in start-up publications
were responsible for much of the increase.

‘Operating income for 1988 was
$816,029,000, compared with $745,990,000
in 1987, a 9% increase. Breadeasting
operations reported a 14% increase, while
publishing operations deciined 12%. Results
for 1988 and 1987 reflect 4 reduction in
entertainiient programming and sports rights
at the ;:BC Television Network from historic
costs to fair market values recorded in
connection with the acquisition of ABC of
$191,000,000 and $120,000,000,
respectively. These reduced costs (net i

income taxes) benefited per share earnirzs by |

$6.60 and $3.85 in 1988 and 1987,
respectively. The Company anticipates the
effect of such reductions will be approximately
$90,000,(00 in 1989 ($3.00 per share, net of
income taxes) and itnmaterial amounts in -
1990 and thereafter. Results for 1988 and
1987 include a charge of $3.03 per share and
$3.13 per share, respectively, for amortization
of intangible assets arising from the ABC

I
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acquisition. The effect of the amortization of
all intangible assets of the Company was to
reduce earnings per share by $3.70 and $3.86
in 1988 and 1987, respectively.

Net financial expense (interest expense less
interest income) for 1988 decreased
$45,762,000 from 1987. This net decline
resulted primarily from higher interest income
due to a substantially increased level of cash
invested at higher interest rates. Interest of
$10,304,000 and $8,067,000 was capitalized
in 1988 and 1987, respectively.

The Company’s effective tax rate was 43.7%
in 1988 and 50.5% in 1987. The reduction
in the elfective tax rate is primarily due to a
reduction in the Federal tax rate prescribed -
by the Tax Reform Act of 1986.

Consolidated net income for 1988 amounted
to $387,076,000, an increase of 39% from the
$279,078,000 earned in 1987. Earnings per
share for 1988 were $22.31, a 36% gain over

‘the $16.46 reported in 1987, Average shares

outstanding for 1988 were 17,350,000
compared with 16,950,000 in 1987, the
increase primarily reflecting the exercise of
warrants issued in connection with the
acquisition of ABC.

Results of Operations —
1987 Compared to 1386

Consolidated net revenues for 1987 (53-wcek
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.
Broadcasting nét 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 -
consolidated net revenues increased 6% in
19817.

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 revenues 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
loeal 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 Company’s radio
operations reported slight revenue 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 inereased
slightly over 1% . Broadeasting costs in 1987
(excluding purchase price adjustments)
increased 2% from 1986. Virtually all of the
increase in broadeasting expenses was related

 to costs associated with ESPN's telecast of

12 NFL games. Broadcasting costs were
favorably influenced by the impact of
continued 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 $602,678,000 in 1986, a 24%
increase. Broadeasting operations reported
a 33% increase 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 eonnection with the




acquisition of ABC of $120,000,000 and
$1%0,000,000, respectively. These reduced
costs (net of income taxes) benefited per share
earnings by $3.85 and $5.60 in 1987 and
1946, respectively. Resulis for 1987 and 1986

“include a charge of $3.13 per share and $3.19
pér share, respectively, for amortization of
intangible assets arising from the ABC
acquisition. The effect of the amortization of
all intangible assets of the Company was to
reduce éarrings per share by $3.86 and $3.90
in 1987 and 1986, respectively.

Net financial expense (interest expense less
interest income) for 1987 deereased
$1,540,000 from 1986. The decrease is
primarily attributable to the effect of the
repayment of a substantial portion of the
cutstanding commercial paper and higher
interest inecome from investment of cash,
offset by lower capitalized interest. Interest
of $8,067,000 and $11,414,000 was
capitalized in 1987 and 19886, 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 to a
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 extravrdinary 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 6 to the Consolidated
Financial Statements).

Available Cash Flow

Available cash flow is defined by the Company
as. cash from operations before changes in
operating assets and liabilities, less amounts
reinveste:d in such operations for capital

expenditures and program licenses and rights.
In 1988, the Company’s available cash flow
was $439,714,000, representing an increase
of $181,977,000, or 43%, over the
$307,737,000 reported in 1987. This growth
was primarily attributable to the increuse in
net income.

Unlike most industrial companies, the
Company has not been required to reinvest
large amounts of capital each year in physical
assets, inventories and programming licenses
and rights to maintain the same level of
operations. As a result of the acquisition of
ABC, the Company acquired a substantial
investment in prepaid entertainment
programming and sports rights af. the ABC
Television Network and at ESPN. The
Company, however, does not anticipate
significant year to =ar increases in prepaid
rights in the future. - -

The Company’s available cash fiows have
historically been almost equal to or higher
than reported net income. In 1988 and 1987,
available cash flow exceeded net income by
$52,638,000 and $28,659,060, respectively.
The continued generation of such available
cash flow has allowed the Company to make
selective acquisitions, invest in new business
start-ups, reduce debt and, when deemed
appropriate, repurchase its common stock.
The continued judicious employment of
available zash flow should enhance the
Company’s future growth in earnings and

Available Cash Flow
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stockholders’ equity and enable it to reduce
outstanding debt.

The available cash flow for 1988 of
$439,714,000 was increased by $407,604,000
of net proeceeds from common stock warrant
activity, $19,072,000 from the disposition of
an operating property and $17,742,000 from
other sources, and resulted in total cash

* provided of $884,132,000. The decrease in

working capital items required $55,096,000,
acquisitions of operating properties required
$18,143,000 and other applications required
$10,529,0600 which resulted in total cash
applied of $88,768,000. The excess of cash
provided over cash applied resulted in an
increase of $800,364,000 in cash and cash
investments from January 3, 1988.

Capital Expenditures and
Program Commitments

In 1988, capital expenditures amounted to
$153,413,000 compared with $116,309,000
in 1987. The largest portion of 1988 capital
spending was in the Company’s broadeasting
operations where $138,043,000 was spent.
Of thiz amount, $51,322,000 was for the
continued construection of a new headquarters
building. Also, $34,430,000 was for other
facility improvements including a new studio

~ at the ABC Television Center in Los Angeles,

and the completion of rebuilding the WLS-TV
broadeasting facilities in Chicago. The
remaining $52,291,000 was for broadeast
equipment to support current operations. In
1988, the Publishing Group spent
$15,085,000 for ongoing operations, with an
offset press conversion at The Oakland Press
representing the largest expenditure.

The Company anticipates that 1989 capital
expenditures will approximate $140,000,000.
This amount includes $38,000,000 for the
completion of the new headquarters building
along with $20,000,000 for other facility
improvements. The remaining ¢xpenditures
for broadeast and publishing equipment to
support ongoing operations is expected to be
$82,000,000, which is less than annual
depreciation expense.

As the operator of the ABC Television

Capital Expenditures

. illlﬁ

78 79 80 81 B2 B3 84 BG 86 BT 88

$ Millions
175

140

105

0

35

Network, ESPN and eight television stations,
the Company will continue to enter into
programming commitments to purchase the
broadeast rights to various feature films,
sports events and other programming. Total
commitments to purchase broadcast
programming were approximately
$1,715,000,000 at the end of 1988 (including
ESPN’s commitment with Major League
Baseball made on January 5, 1989). 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’ equity,
interest-bearing debt, minority interest and
deferred income taxes.

Stockholders’ equity amounted to
$3,025,505,000 at January 1, 1989, an
mnerease of $800,584,000 from the 1987 year-
end total of $2,224,921,000. The increase
was primarily attributable to the addition

of $287,076,000 of net income and
$407,604,000 of net proceeds from common
stock warrant activity. The warrants were
issued in connection with the acquisition of
ABC.




At January 1, 1989, total interest-bearing
debt was $1,693,5643,000, a net decrease of
$3,358,000 from 1987. As more fully
described in Note 5 to the Consolidated
Financial Statements, total interest-bearing
debt at January 1, ¥989 includes
$100,000,000 of commercial paper supported
by a $1,000,000,000 bank revolving credit
agreement, $1,575,000,000 of public and
privately placed notes and debentures and
$18,543,000 of other long-term debt. At
January 1, 1989, the weighted average
interest rate of the commereial paper, and of
all other long-term instruments, was 9.0% and
10.3%, respectively.

At January 1, 1989, deferred income taxes
amounted to $168,836,000 and minority
interest in the Company’s consolidated
subsidiaries was $60,591,000.

The Company’s ratio of debt to total capital
for the last five years was as follows:

Debt to
total

(Dollars in Total capital
millions) Debt capital ratio
F L1 —— $1,693.5  $4,9485  34%
1987 e $1,696.9  $4,1289 41%
1986 .oevecvnerrereee $1,821.8 $3,964.7 _ 46%
1985 errrererrriranse $ 7143 $1,644.7  43%
1984 .. $ 223.0 $ 9974 22%

Return on Zquity

Return on equity is an important
measurement of the effectiveness with which
the stockholders’ equity is being employed.

1t 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 14.7% in 1988, 13.4% in 1987 and
'8.7% in 1986. In years prior to 1986, the
Company’s return on equity had benefited
both from its historical ability to finance its
growth from internally generated capital and
debt rather than new equity capital, and from

its program of repurchasing its common stoek.

In 1986, the return or: equity dropped
substantially as a result of transactions

related to the acquisition of ABC. The
significant resulting decline in return on equity
was reversed beginning in 1987 as the
Company's historical operating patterns

' returned.

On May 19, 1988, the Board of Directors of
the Company authorized the repurchase of up
to 1,000,000 shares of the Company's
common stock. The repurchases will be made
from time to time in the open market at prieces
then prevailing. As of February 28, 1989,

the Company has repurchased 39,300 shares
of its common stock under this authorization.

Intangible Assets

At January 1, 1989, the Company’s intangible
assets, before accumulated amortization,
totaled $2,454,215,000 of which
$2,060,332,000 arose from the acquisition of
ABC. These intangible assets accounted for
approximately 40% of the Company’s total
assets.

Intangible assets represent the excess of the
purchase price over the underlying fair market
value of tangible assets acquired. In
accordance with Accounting Principles

Board Opinion No. 17, the Company
amortizes substantially all intangible assets
over 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 broadcasting
and publishing properties. Historically, such
intangible assets have substantially increased
in value and have long and preductive lives.
We believe that the Company’s intangible
assets have appreciated in value, and that the
requirements of Opinion No. 17, when
applied to such publishing and broadecasting
assets, understate net income and
stocknolders’ equity. The amortization of
intangible assets had the effect of reducing
1988 net income by $64,128,000, or $3.50 a
share. The amortization of substantially afl
intangible assets is not a deductible item in
computing income taxes,
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Financial Summary 1978-1988

{Dollars in thousands except per share data)

. . 1988 1987 1986
RESULTS FOR THE YEAR
Net revenues
Broadeasting ......cccceeee. rereorrsvansabreesinsarieern Freserneeanees tvrreernrens $3,749,557 $3,433,749  $3,153,619
PUDHSNINE cvevereveieiernisinserseneneesssnsessssrsssernsssasreresasrsasssnssesssesenees 1,023,896 1,006,697 970,755
Total oo et eee et e st ne e st eeea e sneanesasenanee 4,773,453 4,440,346 4,124,374
‘Operating income
Broadeasting ......c.coeeeveennerirennene eerraeearsaessestesaesbesseetestesaeaensestes .8 722,171 $ 632,910 $ 474,535
Publishing .....coceevvvenvercsnsnenne. eererertesasraesesnresanrnens 129,720 146,717 158,999
Income from operations . reere teeererrenraeraan 851,891 779,627 633,534
General corporate expense ..........c....... teeserresneinaivivaserssnnrerrenssnasns (35,862) (33,637) (30,856)
TOLAL «eeeetreeeener ettt resssn et s s e sae s s sansessaas 816,029 745,990 602,678
Income before extraordinary items (a) ....cccoeveeemrreecninenccrnseceecne $ 387,076 $ 279,078 § 181,943
Income per share before extraordinary items (&) woecevvveevenseennne. $22.31 $16.46 $11.20
Cash dividends per common Share ........ccoeevcevrvniniencnincesiesiereenns $ 020 $ 0.20 $ 0.20
Average shares (000's omitted) .c.covveeneecniineicce 17,350 16,950 16,250
Return on average stockholders’ equity (b) ...coccvneecininiinieccinneneae 14.7% 13.4% 9.7%
SELECTED CASH FLOW DATA - |
Cash provided
Operations, before changes in operating assets and liabilities ... $ 558,633 $ 468,380 $ 268,162
Available cash flow (€) woueervieriinsireiniinans rreeiereereissssasanans repersaranas 439,714 307,737 112,343
Proceeds from issuance of long-term debt «..cooosrveriiiniecncsinenn. 500 — 1,350,507
Proceeds from disposition of operating eompanies .........ccoeveuenees 19,072 — 703,378
Cash applied _
Acquisition of operating COMPANIES ....occcveecereerrrrreeeeererrerresnenaesnes $ 18,143 $ 13,248 33,162,661
Common stock purchased for treasury .....uccoivemmivimeresnn. 3,644 576 1,075
Capital eXPeRAITUTES ...cvceeverriireeeereeertrreeeereresrnesrsesserssieesarsaseeron 153,413 116,309 153,082
Reduction of long-term debt .....ccoeevreccinreennnneecrnreeea S 3,458 124,904 367,528
Dividends .......... et rosessaases s ereeee st e et eeera s 3,427 3,231 3,219
AT YEAR-END
Working capital ...ocovveriirvirccinnnn ettt et s b et s $1,504,954 $ 640,574 $ 416,230
TOLAL ASBEES .oevcreiieciee s ce et rsese e e e e e ar e essae e e rracenresse st aesseareaan 6,088,871 5,378,372 5,191,416
Long-term debt .......... e s ssae ettt 1,693,543 1,696,901 1,821 805
Stockholders’ EQUILY c..eoveeerreeerreeeetesvritsssstancssmrssessnssssorsssssssases 3,025,505 2,224 921 1,948,627
Number of shares outstanding (000’s omitted} ......covverveeerrenennnee. 17,999 16,193 16,126
Price range of common stock
Closing market price .....covvevmeecccnnieiinccenscnsnnn, $362% $345 $267%
High for the Jear ... e 369% 450 279%
Low for the year .....cccccvivevmnrieivessresncannne : 297 267% 208%

(a) Extraordinary items amounted to $265,746,000 ($16.35 per share) in 1986, $7,585,000 ($0.58 per share) in

1984 and $2,430,000 ($0.18 per share) in 1980,

(b) Income before extraordinary items divided by average stockholders’ equity.
{e) Cash provided from operations before changes in operating assets and liabilities, less amounts reinvested for

capital expenditures and program license and rights,
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1985

1984 1983 1982 1981 1980 1979 1978
$ 378207 $ 348,106 $ 302,785 $274,208  $214,498  $167,010  $151,327 $133,360
642,583 591,616 459510 389,282 359,286 305,098 263,563 234,116
1,020,880 939,722 762,295 663,580 573,784 472,108 414,890 367,476
$ 150,970 § 144,182 § 124,696 $117,906 $ 99,134  § 85394  $ 80,319 $ 70,080
138,512 133,179 104,034 79,010 67,520 58,186 50,668 48,781
289,482 277,361 228730 196,916 166,654 143,580 130,987 118,861
(11,981) (9,849) (8,366) (7,128) {7,468) (6,205) (5,334)  (4,563)
277,501 267,512 220,364 189,788 159,186 137,375 125,658 114,298
$ 142222 $ 135193 $ 114704 $ 96,317 $ 80,518  $ 70,783  $ 63,758 $ 54,033
$10.87 $10.40 $8.53 $7.25 $6.12 $5.38 $4.68 $3.80
$ 0.20 $ 0.20 $0.20 $0.20 $0.20 $0.20 $0.20  $0.175
13,080 13,000 13,455 13,280 13,150 13,165 13,615 14,220
17.5% 19.9% 19.6% 19.5% 20.1% 21.5% 22.9% 21.8%
$ 223296 § 196,600 $ 169,363 $137,529  $108,208  § 86,580  $ 77,888 $ 66,811
146,179 142,734 124,945 103,677 79,940 62,978 59,710 50,497
493,329 18,065 202,527 1,944 111,640 3,834 1,900 2,696
7,222 5,000 3,200 — 13,808 —_ — 15526
$ 51,109 ¢ 146843 $ 22016 $ 21,588  $157,128  $ 32,308 — $ 10,017
484 46,135 43,619 676 125 14,753  § 24736 31,007
75,384 53,866 417,595 51,651 48,634 23,611 18,178 16,314
7,872 16,030 32,766 55,867 67,935 23,122 96,928 25970
2,595 2,570 2,656 2,627 2,603 2,573 2,669 2,438
$ 830,986 $ 240,985 $ 265847 $ 16,353 $ 4288  $ 35408  $ 34,428 $ 18,980
1,884,931 1,208,172 1,052,912 776,013 697,620 519,958 473,184 444,797
714,298 222 995 220,960 48,449 102,372 58,667 77,955 102,983
889,260 734,455 625,255 544,267 443822 859,081 298,497 259,691
12,998 12,867 13,103 13,180 13,025 12,902 13,058 13,514
$224% $164% $144 $119% $73% $58% $48% $39%
229 174% 157% 186% 80% 72 49% AT%
152Y% 123% 114% 64% 56% 40 36% 27%




by

24

Capital Cities/ABC

Consolidated Statement of Income

{Dollars in thousands except per share amounts)

1988 1987 1986
Net revenues .. Sesessensassrsnsesearensrssssssnsrontsssrensasasase $4,773,453 $4,440,346 $4,124,374
Costs and expenses
Direct operating expenses .......... ranerereteasiTee e s rrsesreessaaaseerrane 2,908,481 2,664,444 2,634,603
Selling, general and administrative ........ccccvovrmncvninnccinnes 889,110 871,606 828,590
Depreciation. ......cccuicvverrrecnreeerienseeersnssrenessserssnessssessasssesssnserens 95,7C5 92,900 95,201
Amortization of intangible assets . reetessbrbrernternrrrteeeeeeesiann 64,128 65,406 63,402
3,957,424 3,694,356 3,521,696
Operating iNCOME .......ovvviirenresrsnrmrerssisssssstsssessssarstorsssssssniemanen 816,029 745,990 602,678
Other income (expense)
Interest EXPENSE .....ovvviiiimisisrsniniiriisinrinieressenarr s ressareenne (182,362) (190,806) (185,511)
INEErest INCOME ..coveemeerereerseeecern v e eesceceeen e s e se e eneaneess 53,092 15,774 §,939
Miscellaneous, net ............... treesrneenreraseneane 517 (6,980) (3,363)
(128,753) (182,012) (179,935)
Income before INCOME LAKES .uvvvvivcereeirsrssresssrrssssesssssssnsessrsssnsssssnns 687,276 563,978 422,743
Income taxes :
Federal ...... — Ceteeeeneiettbenbnra et rer e s e e en s et bbe e s s arsseps Sebaees 241,500 235,400 206,400
State and 10Cal ... eeeeeeeeeeeeceeeeerrrrrree e ece e e e e reeaees 58,700 49,500 34,400
300,200 284,900 240,800
Income before extraordinary items ...c.eccceevveercrcereneenvecescenrenessens 387,076 279,078 181,943
Extraordinary items, net of taXes ...ccooeveeevecvrieeeecceeeeeeerenes - —_ 265,746
Net income .....cccveerennen. rerirrrteitbe et e s ateas s et e e e e s ebateats $ 387,076 $ 279,078 $ 447,689
Income per share
Before extraordinary items ......ccccoeeeeeveececcenesnsscnisassc s $22.31 $16.46 $11.20
Extraordinary items .....ccciinniiieciiin e — — 16.35
Net iNCOME ..vciirvvirriirierirssenssssansnnons ersriiaeasaniarhiabesesbssasensntess $22.31 $16.46 $27.55
Average shares outstanding (000’s omitted) ....o.oovveiccermsrivienncnne. 17,350 16,950 16,250

See accompanying notes




(Déilm’s in thousands)
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1988 1987 1986
Cash flows from operating aCtIVltlES
NEE INCOME. c.cerecitccinrrrrraerrte e sssenneeeerreaessee st sssaeseessesassnssnssseneas $ 387,976 $ 279,078 § 447,689
Adjustments to reconcile net income to net cash
Noneash and nonoperating items
DEPreCiE iON e e e eeereecierrreessr s seecr e e e arbe s v eberbaaens 95,705 92,900 95,201
Amortization of intangible assets......cccovrveviviieicinninniecnencine. 64,128 65,406 63,402
Increase ii: deferred HabiHEeS ..o iicereeinrieeeeecnrisiverneivnssnnens 9,866 16,029 98,032
Extraordinary gain on disposition of operating companies...... — — (436,796)
Other noneash HemMS .....ovvvvvesicreeisiseceeasnasnesereeresssssessssessessonsons 1,858 14,967 634
Cash from operations before changes in operating assefs
and liabilities.. veetreneseesiananees eesesrrereeseentenesns eereeeeeaans 558,633 468,380 268,162
Decrease (increase) in program assets and liabilities, net ......, 34,494 (44,334) (2,737)
(Increase) decrease in accounts receivable.......conccccnnennnen. (1,107) 86,874 (152,034)
(Decrease) increase in accounts payable, accrued expenses _
and other current Habilities....veveeereicccreeccrerrereeceersssrinnnes (34,506) 48,044 35,573
(Increase) decrease in other operating assets, net................... (19,483) (30,642) 26,465
Net cash provided by operating activities.....o.ooeereeererereseesveseensns TR 538,031 528,322 175,429
Gash flows from investing activities
Capital expenditureS........ccvvceeeiereeeerreeseerrrseessnesaeressssassssostsssnenaes (153,413)  (116,309) (153,082)
Acquisition of operating companies.......eveeiinvcnierinn e e (18,143) (13,248) (3,162,661)
Proceeds from disposition of operating companies.........cccceeeeurunn. 19,072 — 703,378
Proceeds from disposition of real estate......cccoeevivnnncniniccisin — 20,161 162,165
Other investing activities, Net......ccvveevvreesenirneeeineseseceneeseninns 4,267 26,583 24,257
Net cash used in investing activities ..., (148,217) (82,813) (2,425,943)
Cash flows from financing activities '
Net proceeds (payments) from common stock warrant activity ...... 407,604 (12,120) (16,569}
Uommon stock purchased for treasury .....ocvieieenn. prbesresasiereraeenne s (3,644) (576) (1,075)
DIVIAENdS ..coveerrreerreerirctecceseersscsreesereseeseresenenensns eeveeererrstaasseentaaees (3,427) (3,231) (3,219)
Redustion of long-term debt......co.ceeinnineicieeeecnns eeerrrerarerraanes (3,458)  (124,904) (367,528)
Proceeds from issuance of long-term debt .....c.ccoveerninnnninrnnniins 500 — 1,350,507
Proceeds from common stock sold to Berkshire Hathaway Inec. ..... — —_— 517,500
Other financing activities............ 12,975 13,143 17,848
Net ¢ash provided by (used in)} financing activities ......ccoeveivevicriinnennn. 410,550 (127,688) 1,497,464
Net increase {decrease) in cash and short-term cash investments...... 800,364 317,821 (758,050}
Cash and short-term eash investments
Begineing of Period v eoeereereesrrsreseresesessessesessseccessesssninns 333,630 15,809 768,859
End of PELIOQ c.ceeeeerrere it teerreee e cevnecae e e see s n b sseiesn st s e ne $1,133,994 § 333,630 $ 15,809

See accompanying notes
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Consolidated Balance Sheet

January 1, 1989 and January 3, 1988
‘ (Dollars in thmtscmds)

: \Assets 1988 1987
(Jurrent assets
CASN erereicesc ettt e e s v e e vs s e e srerrasesa et es e re s sa e e s s s e s e ks v rn e s Rt et e et e b asert et sesnasseeans $ 25714 $ 9,948
Short-term eash INVESEMENES .......cviiiereniirieceiecseseesise s vsrsssas e rassssntsssbrsssnnteessn 1,108,280 323,684
Accounts and notes reeeivable (net of allowance for doubtful accounts of _
$37,702 in 1988 and $37,798 iN 1987) c.cvereerrrrercsrmrernsinresiensesssssssesiosssnrsssnssreanes 694,955 695,426
Program licenses and rights .....veiiimoiinieiciessenesssssersessnen 375,273 369,844
Other CUITENt AESEES .vviieiiceiieeeecieeeeeceeces e seneeesessssessrsreessssssnsesrssssasassnnnssssssnnnrs 166,927 146,602
Total CUrTent ASSELS cuvvvreeiiee et ecrceeece s seee e emtresee b ansessrsaeserssaasseenes 2,371,149 1,545,502
Property, plant and equipment, at cost
LAINA ittt et s sas e e e saae st s e e e sae s s nnanas 399,400 395,097
Buildings and improvements ......ccieiieeecicinnecereesenneas sebeesaseseernpares Sreseversarescserans 495,313 459,766
Broadeasting and publishing equipment ..o 512,427 456,360
Other, including construction-in-progress ... eecrrriee e e seeceee e eneeeens 165,174 113,325
1,672,314 1,424,548
Less accumulated depreciation .........iicciiiiecnieinircitescre e irsecersese s besssnsernbns 376,433 287,415
Property, plant and equipment, net ..o 1,195,881 1,137,133
Intangible assets (net of accumulated amortization of $236 348 in 1988
and $177,878 IN 1987} .ccocirrieenencvssae e seessensinvasssesensens erreerbrereneessse st naneaaees 2,217,367 2,272,799
Program licenses and rights, NONCUITENE c.vvviicerierienirinenesrse e e ceesre s e res e esannenes 181,614 298,984
OLher 288etS vuviervvrerricsceeeessnnerrssersneees erareersertrtesrrbbeaaaarrreesianssernbe 122,860 123,954
$6,088,871 $5,378,372

See accompanying noles
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Liabilities and Stockholders’ Equity 1988 1987
Current liabilities
ACCOUNES PAYEDIC ..ottt scereeeerseesseesecsnresseserssrnssneinssasssanssanasensesansns $ 67,667 $ 80,404
Accrued COMPENSALION ....vviireeeseeerseeieesreseesters e e s reerrsre s st s srrs st ae st e st s esnaesssamsennns 112,246 114,753
ACCrUSH INEETESE. ivvirriii it orss s rs s e saase e s et s s ee e s rae s s snne s et s aes 55,778 56,289
Accrued expenses and other current Habilities ... 213,511 208,338
Program licenses and Fghts ...t ssesanne 265,383 272,478
TAXES O TLEOITIE 1ereeirimerrriarsesneeresteesnsressar e s srntsssans sorbassssss s sesesesssssnsssnnesrresassneesranesanns 150,084 171,124
Long-term debt due Within one YEar ......ceceeireeerveeeriressmsiseenisise et seeseeseecsessenees 1,526 1,542
‘Total current Habiliies ......ccveeeeererertccccrieeeereeaeecessaerrerramer s e e e e e smeeeean 866,195 904,928
Deferred compPensSation ... e rsrsererssessis s ssr s ae s s ree e s renessane s nbens 64,117 66,079
Deferred ITCOMIE KOS e eiiiieeeeiiiieeeiirireererrieesresssssssrestrenssrrsssersrsnrsszossrestossnsnssrssnnnsnnsannrenas 168,836 159,080
Unearned subscription FEVENUE ... ettt e nerares 43,090 40,617
Program licenses and rights, noncurrent........cenncnnsinncirctsececeesnene 72,316 142,668
Other HADIHEIES ...vvevierseniertiiiierr e s st ssse e st re e s b st s s n e snesebs s iseasans 96,204 96,697
Long-term debt due after 0ne year.........u v eevrvrrnmmvsnicsiaiiiiesiinsenseeseessseeressseeress 1,692,017 1,695,359
0Ll HADTHEIES . veesiisseeereesriessssssrerrnnnssseeesrserrrssasssssseassssssntnnierrnsinsassnnnnssnnsssn 3,002,775 3,105,428
MINOFItY INEEEESL ..ot sce e rreeme s s oo e s eressaas s absnnsesnranasnns 60,591 48,023
Stockholders’ equity ,
Preferred stock, no par value (4.000,000 shares authorized)......c...c.coccrneeen N — —
Common stock, $1 par value (80,000,000 shares authorized)....ccccveeeirecivnrccrrcenene 18,394 18,394
Additional paid-in capital......ccooveovreene s 961,647 646,124
Retained CarNINES ..ovieereruereriereeersrerrrraensssesssassasaesssasseesssssessessesssssresmssnsosassssssestassons 2,101,193 1,717,544
3,081,234 2,382,062
Less commeon stock in treasury, at cost (394 073 shares in 1988
and 2,200,957 shares in I1987T) ..o eeeeeeeeecirrcenceeeriirssiistsstsireess st esseensnsenneses 55,729 157,141
Total stockholders’ BUILY «oeeeeiecvrr e e e e s eerrre s ersrr e e saeeenanee 3,025,505 2,224,921
$6,088,871 $5,378,372
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Consolidated Statement of Stockholders’ Equlty

(Dollars in thousands)

Additienal
Common paid-in Retained Treasury
stock capital earnings stock Tolal
Balance December 31, 1885 ......ccvvvrvevnreenne $15,394 $ 87,844 § 997,227 §$(161,205) $ 889,260
Net income for 1986 .......ovvverecnreececesinciinnnas — -— 447,689 — 447,689
3,000,000 shares sold to Berkshlre Hathaway
I0C. +ereeeeeeeeerseeseeeemmmeesseseesrseseesesesseisssionessons 3,000 514,500 — — 517,500
2,906,703 warrants lbsued ............................ —_ 97,193 — — 97,193
116,013 warrants redeemed ...oepviirennprvosens —_ (8,879) —_ e (3,879)
246,100 warrants purchased .....coovreerrenen - — (12,802) — —  {(12,802)
449 warrants exercised ...o.oeeniivioniiiinein. — 99 — 13 112
44,674 shares issued under Employee Stoek _
PUFCHASE PIAN 11evievorvereesoeereeeeessmsesscremnennees — 7,092 — 1,279 8,371
87,666 shares issued on exercise of employce
stock options ............. ereiersaneaeens — 6,974 — 2,503 9,477
4,201 shares purchased for treasu!y e — — (1,075) (1,075)
Cash dividends .....cccovrecciiiinnnisinnninmmine. — = (3,219) — (3,219)
Balance December 28, 1986 .......cccivnens 18,394 647,021 1,441,697  (158,485) 1,948,627
Net income for 1987 ..covervenverincnrrcnnnsaions — -— 279,078 — 279,078
205,478 warrants purchased .....c.ocevrenroee. —_ (18,388) — — (13,888)
7,072 warrants exercised ......oovvieiiniiniernnnae e 1,567 —_ 201 1,768
33,898 shares issued under Employee Stock
PUFCRASE PLAN orevvveresseeeemmeeerrerseesererssesnns — 6,374 —_ a60 7,334
26,728 shares issued on exercise of employee
stock OPLIONS 1evvevcricntsiccnn s — 5,060 — 759 5,809
1,407 shares purchased for treasury ... — — — (576) (576)
Cash dividends .......ccocovvvinierivinnninicininines — — (3,231) _  — (3,231).
Balance January 3, 1988 ......ccccevvenenn vererrines 18,394 646,124 1,717,644  (157,141) 2,224,921
Net income for 1988 ......ccnvvvvnvinsieniniinncnes — — 387,076 — 387,076
541,016 warrants purchased .....cccoverenviornenns —- {34,266) _— — (34,266)
1,767,478 warrants exercised,,......ccocovevurienn. —_ 339,451 —_ 102,419 441,870
27,701 shares issued under Employee Stock
P — 7,215 — 296 8,211
22,432 shares issued on exereise of 7 _
employee stock options........ccvveeveennins _— 3,123 — 1,641 4,764
10,727 shares purchased for treasury ........... —_ — —_ (3,644) (3,644)
Cash dividends ......ccoicimmmrivnninninini. — — (8,427) - (3,427)
Balance January 1, 1989 ...covinnninsiinenni $18,394 $961,647  $2,101,193 § (55,729} $3, Ozu 505

See accompanying noles




1. Accounting Policies

Principles of Consolidation—The consolidated finan- .

¢ial statements include the accounts 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-
ment, and 5-20 years for publishing machiriery and
equipment. Leasehold improvements are amortized
over the terms of the leases.

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
Accounting Principles Board Opinion No. 17, sub-
stantially 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.

Program Licznses 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 theatri-
cal movies and other long-form programming are

ilm

Notes to Consolidated Financial Statements

charged to expense primarily on aeccelerated bases
related to the usage of the program. Television netwark
series costs are charged o expense based on the flow

of anticipated revenue. Sports rights are generally
charged to expense when the event is telecast.

Unearned Subscription Revenue—Subscription rev-
enue is recorded as earned over the life of the
subseriptions. Costs in connection with the procure-
ment of subseriptions are generally charged to expense
as incurred.

Capitalized Intersst—Interest is capitalized in
accordance with Financial Accounting Standards
Board Statement No. 34. As a result, $10,304,000,
$8,067,000, and $11,414,000 was capitalized in 1988,
1987 and 1986, respectively.

Consolidated Statement of Cash Fiows—In 1988, the
Company adopted Financial Accowiting Standards
Board Statemenit No. 95, ““Statement of Cash Flows,”
and accordingly, prior years' statement of changes in
financial position has been restated to ¢onform to the
1988 presentation. For purposes of the Statement,
short-term investments which have a maturity of three
months or less at the time of purchase, are considered
cash equivalents.

Reporting Year—The Company’s reporting year is a
fiscal year ending the Sunday closest to December 31.
Results for 1988 are for the 52-week year ended
January 1, 1989, for 1987 for the 53-week year ended
January 3, 1988, and for 1986 for the 52-week year
ended December 28, 1986.

2. Income Pe.r Share

The calculation of average common shares and eomtnon
share equivalents outstanding during the year is as
follows (000’s omitted):

1988 1987 1986
Common shares ......ceeccevvveenees 16,965 16,165 16,090
Stock options ....ceeeiiiiitvenaeeneces 75 90 95
Warrants......c.ccveeeieeescensrensnns 310 695 65
Total.cooeccereerenreeeeencrsraranns 17,350 16,2560

16,95u
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3. Acquisitions

1988—-During 1988, the Company increased its equity
interest to 25% in a European cable television program-
ming service, and also acquired several sinall publishing
operations. The combined cash purchase price for
these acquisitions was $18,148,000.

1987—In 1987, the Company acquired radio stations
KRXY-AM/FM, serving the Denver, Colorado market,
and several small publishing operations for a combined
cash purchase price of $13,248,000.

1986-—0n January 3, 1986, the Company acquired
-American Broadeasting Companies, Inc. (ABC) for
‘an aggregate cash purchase price of $3,150,102,000.
Each share of ABC common stock entitled the holder
to receive $118.108 plus 0.1024 of a warrant. Each

warrant provided the holder the right to purchase one,

share of the Company’s common stock at $250.00 per
share until July 29, 1988. The non-cash vaiue of the
2,906,703 warrants of $97,193, 000 was included in
addltional paid-in capital.

The aggregate cash purchase price was financed by
proceeds from the disposal of certain of the Company's
and ABC's operating properties (see Note 6), the

issuanee of $1,375,000,000 of fixed rate long-term
debt, the sale of 3,000,000 shares of the Company’s
common Sstock to Berkshire Hathaway Ine. for

$517,500,000, the issuance of commeucial paper and

from available cash.

In 1986, the Company also acquired radio stations
KQRS-AM/FM serving the Minneapolis-St. Paul, Min-
nesota market, and PEMCO; a trade show exhibition
company, for a combined cash” nurchase price of
$12,559,000.

In connection with the above acquisitions, liabilities
assumed and other non-cash transactions were as
follows {000's omitted):

1988 | 1987 1986

Recorded value oi

assets acquired..... $25,547  $17,689 $4,804,169
Liabilities assumed...  {7,112) (4,441) (1,320,562)
Common stock

warrants issued.... — — (97,193)
Less cash acquired... _ .(292) — (223,753)
Net cash paid for

acquisitions........... $18,143 513,248 $3,162,661

4, Commitments

At January 1, 1989, the Company is committed for the
_purchase of broadeast rights for various feature films,
sports events and other programming aggregating
approximately $1,715,000,000. This amount includes
ESPN’s commitmént with Major League Baseball made
on January 5, 1989.

The aggregate payments related to these commitments
during the next five years are summarized as follows:
1989 — $762,161,000; 1990 — $267,635,000;
1991 — $204,073,000; 1992 — $203,151,000;
1993 — $166,467,000. g

The Com})any anticipates 1989 capital expenditures
for property, plant and equipment will approximate
$140,000,000.

Rental expense under operating leases am(;{inted to
$88,008,000, $85,678,000 and. $83,814,000 for $988,
1987 and 1986; respectively.
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Future minimum annual rental payments under non-
cancelable leases are as follows (000’s omitted):

Capitat Operating
leases leases
1989 e $ 5,256 3 77,223
1990 it 4,738 58,637
1991 e 3,735 52,890
1992 ceeeeeccter s cerrsesrenense 3,320 44,531
1998 et reer et et 2,919 36,743
1994 and thereafter.....cccrenenn.e. 134,709 152,541
Minimum lease
PAYMEOLS -oroeercesecerrrerreressennns 164,677  $422,465
Imputed interest ...coecerceerverneanns {124,389)
Present value of minimum
lease payments ..........covervnnee $ 30,288

Total minimum payments for operating leases have
not been reduced for futurs minimum sublease
rentals aggregating $60,237,000.




5. Long-Term Debt

Long-term debt at January 1, 1989 and January 3,
1988, is as follows (000’s omitted):

1988 1987

Commercial paper supported by
bank revolving credit
AETEEIMENL...cvrreriirerncresrrersans $ 100,000 $ 101,916

10.8% Senior Notes due 1994,
with annual sinking fund
payments of $93,750
beginning in 1991

814% notes due 1996

10%% notes due 1997

11%% subordinated debentures
due 2013, with annual
sinking fund payments
beginning in 1994

11%:% debentures due 2015,
with annual sinking fund
payments beginning in 1996 ...

83%4% debentures due 2016, with
annual sinking fund payments
beginning in 1997

Other long-term dobt.......coecennee

37£,000
200,000
200,000

375,000
200,000
200,000

200,060 200,000

300,000 300,000

300,000 300,000
18,543 19,985

$1,693,543 $1,696,901

The aggregate payments of long-term debt outstanding
at January 1, 1989 for the next five years, excluding
commercial paper, are summarized as follows: 1989-—
$1,526,000; 1990—$2,429,000; 1991—$95,306,000;
1992—%$95,307,000; 1993—$95,140,000.

Interest paid on long-term debt during 1988, 1987 and
1986, amounted to $193,177,000, $196,908,000 and
$164,202,000, respectively.

A subsidiary of the Company has issued commercial
paper, $100,000,000 of which was outstanding at
January 1, 1989, at a weighted average intersst rate
of 9.0%. The commereial paper is supported by a

$1,500,000,000 bank revolving credit agreement ter-
minating on June 30, 1990, unless 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 required
to maintain a consolidated net worth of $1,552,137,000
at January 1, 1989, increasing annually by 33 percent
of the consolidated net income of the previous year.

The commercial papsr outstanding at January 1, 1989
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. However,
the amount of commercial paper outstanding in 1989
is expected to fluctuate and may be reduced from time
to time.

The 8%% debentures, 11%% debentures and 11%%
debentures are redeemable at the option of the Com-
pany, in whale or in part, at a declining premium to
par until 2006, 2005 and 2003, respectively, and at
par thereafter; provided, however, that these deben-
tures not be redeemed from, or in anticipation of, funds
horrowed at certain specified lower interest rates for a
petiod of ten years from their dates of issuance. The
10%4% notes and 8% notes ate redeemable at par
starting 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%4% notes, the 8%% deben-
tures which have been jssued by a wholly-owned subsid-
jary, and ithe commercial paper, and any borrowings
which may be made by a subsidiary under the bank
revolving eredit agreement.

The proceeds from the issuance of virtually ali of the
outstanding debt were used to finance the acquisition
of ABGC in 1986.
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6. Extraordinary Items—1986

In transactions related to the aecquisition of ABC, and
to comply with certain regulations of the Federal
Communications Commission, during January 1986
the Company sold certain broadeasting properties and
all of its cable television systems. The eash proceeds
of these sales were $703,378,000 and resulted in an
extraordinary gain of $279,996,000 (net of income
taxes of $156,800,000j,

During the third quarter of 1986, the Company and its
subgidiary, 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
resulted in an extraordinary charge of $14,250,000
(net of income taxes of $14,252,000).

7. Employees’ Profit Sharing
and Pension Plans

The Company has defined benefit pension plans or
qualified profit sharing plans covering substantially all
of its emnloyees not covered by union plans. The
profit sharing plans provide for contributions by the
Company in such amount as the Board of Directors
may annually determine. Contributions to the pro-
fit sharing plans of $6,616,000, $6,261,000 and
$5,339,000 were charged to expense in 1988, 1987
and 1986, respectively.

With respect to the defined benefit pension plans, the
Company’s policy is to fund amounts as are necessary
on an actuarial basis to provide for benefifs in accord-
ance with the requirements of ERISA. Benefits are
generally based on years of service and compensation.

The weighted average discount rate used in determin-
ing the actuarial present value of the projected benefit
obligation was 9% and 8% at year-end 1988 and
1987, respectively. The rate of increase in future
compensatmn levels and the expected long-term rate
of re'turn on assats were 5% and 8%, respectively, in
1988 and 1987. %

A

The components of net pension cost for 1988, 1987
and 1986 were as follows (000’s omitted):

1988 1987 1986

Semce cost of current

$13,078 $11,900 $ 13,142

Interest cost on

projected benefit

obligation 25,419 23,088 22,177

Actual return on plan

(42,729) (24,897} (51,112}

Net amortization and

deferral 10,474 (6,819) 21,881

3 3,272

Net.pension cost $ 6,242 $ 6,198

The following table sets fo: i the pension plans’ funded
statug «nd amounts recognized in the balance sheet at
January 1, 1989 and January 3, 1988 (000’s omitted):

1988 1887

Actuarial present value of accumulated plin benefits mcludmg vested benefits of $230,911

($234,024 in 1987)...

Plan assets at fair value, pnmanly publicly tradsi
Projected benefit obligation for service rendered to date

Pian assets in excess of projected benefit obligation

* Prior servies cost not yet recognized in net periodic pension cost
Unrecognized net gain from past experience different from that assumed
Unrecognized net asset (transition amount) being recognized prineipally over 15 vears

Prepaid pension cost included in balance sheet

:securities and short-term cash investments

$ 244,802
$ 414,849
(299,532)
115,817
5,877
(68,077)
{26,961)

$ 26156

$ 250,087
$ 386,736
_(304,098)
82,638
(1,164)
(24,677)
(29,206)

$ 27,591




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 busi-
ness and consumer periodicals and books; and also
distributes information from data bases. Operations
are classified into two business segments: Broadeasting

and Publishing. There are no preduet transfers bet:
ween segments of the Company, and virtually all of
the Company’s business is conducted within the United
States. Prior to 1986, the Company owned and oper-
ated cable television systems. They were classified as
a separate business segment and are included below

in ‘the Broadeasting segment.
follows (000’s omitted):

The segment data

1988 1987 1986 1985 1984
Broadcasting
Neb FEVENUBS .vcvvverinsmrrirseinsssssssnssenssnsssnmnensenesnennnes 90:749,557  $3,438,749  $3,153,619 § 378,297 § 348,106
Direct operating costs ..ooceveercciisincrrcncciisienne. 2,904,668 2,680,582 2,554,932 192,249 172,867
Depreciation ..o, 76,303 78,730 78,962 26,711 23,957
Amortization of intangible assets ......ccoirvvvenee 46,415 46_,527 45,200 8,367 7,800
Total operating COSLS ucvevvrrimisieririnseerressienssesraarans 3,027,586 2,800,339 2,679,084 227,327 203,924
Income from operations .....eoccorierivcrsssesnsnssinanse $ 722,171 0§ 632,910 $ 474,535 $ 150,970 $ 144,182
Assets at year-end ...t $3,927,801  $4,018775  $4,186,650 § 537,797 $ 507,433
Capital expenditures .......ocveesmssnnrsssssess. 138,043 102,425 104,278 26,327 26,370
Publishing
INEt TEVENUES vovevreercersrenisreireseesressersesssessisassressssssnne $1,023,806  $1,006,597 $ 970,755 $ 642,583 § 591616
Direct operating costs ..oovvevvneecsrnnnnnseesseseensnes 858,102 822,123 778,201 482,333 438,414
Depreciation .....c.ceveeececrinermseesrercerassseescossissnnans 18,361 18,878 15,358 10,395 10,130
Amortization of intangible assets ......cconerneeee 17,713 18,879 18,202 11,343 9,833
Total operating costs .....ciccscesivnsmriiciiecnieninnane 894,176 859,880 811,756 504,071 458,437
Income from operations .........evcecccnencenccensenns $ 129,720 $ 146,717 $ 158,999 $ 138,512 § 133,179
Assets at year-end .....cocoivevnvemrenersnscecensene s neanes 8 808,608 § 908,193 $ 920,896 § 455274 § 430,997
Capital expenditures ......coveevvinsrnnnresinssmrennns 15,085 13,114 48,589 45,869 26,700
Consolidated
NBE FEVETIULS .cvvvveerirseererrsersrssnssssseisesssssesvassssssaens $4,773,453  $4,440,346  $4,124,874  $1,020,880 § 939,722
[ncome £rom operations ........ceeeerecesesessressivenres $ 851,881 § 779,627 § 633,584 § 289,482 § 277,361
General corporate eXpense ......c.cccveeceeeseronrns {35,862) {33,637) (30,856) {11,981) (9,8349)
Operating INCOME ....cervrrereicrnerrerssisninnnssesissssnnenns 816,029 745,990 602,678 277,601 267,512
Inferest EXPeNSe ..o siasessssvenesiens (182,362) {190,806) (185,511) (22,738) (27,161)
Interest and other inCOME ..ccvcvevvieicerrerinitiaennne 53,609 8,794 5,676 22,059 28,442
Income before income taxes .....ccoevrvereensereererersnees $ 687,276 $§ 563,978 § 422743 § 276,822 $ 268,793
Assets employed by segments ......ccovvmreeiiiierens $4,826,499  $4,926,968  $5,107,546 $ 993,071 § 938,430
Cash investments and other corporate assets ........ 1,262,372 451,404 83,870 891,360 269,742
Total assets at year-end ......eeieccermvicrnessncrsscsens $6,088,871  $5,378,372  $5,191,416  $1,884,9831  $1,208,172
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9. Income Taxes

The provision for income taxes differs from the amount
of tax determined by applying the Federal statutory
rate for the following reasens (000's omitted):

Notes to Consolidated Financial tatments—-—(Contine) )

1988 1987 1986
Amount % Amount % Amount %
Income before inCOmMe £AXES ....vvreveseresrensscssssenssencans $687,276 $563,978 $422:,743 '

Incomé tax expense at statutory Federal rate .........
State and local income taxes, net

$233,674 34.0

$225,591 40.0 $194,462 46.0

of Federal benefit........voviniccieccnsinnsecicnrncennnns 38,750 5.6 29,700 5.3 18,576 4.4
Amortization of intangibles.......cccccvninnncnnnnnen. 21,804 3.2 26,162 4.6 28,705 6.8
Other, net.......... Merverneitssaeesseteasebsshtaten e ratentseatenrin 5,972 0.9 3,441 0.6 (343) {0.2)
TOLAL .evveeeirnronereenesrerersnsnneressnssesnessnessssssssssasssamssassesins $300,200 43.7 $284 900 50.5 240,800 57.0

Income tax expense is comprised of the following
(000’s omitted):

1988 1987 1986

Federal

Current......... erbeenseriens $239,600 $246,700 $205,300
Deferred.....cocceeeiecmenns 1,900 (11,300) 600
241,500 235,400 206,400

State and local
Current ....oceeceermeencns . 58,000 52,600 34,300
Deferred...ccoceeeverrerenen 700 {3,100) 100
58,700 49,500 34,400
HN< 7] $300,200 $284,900 $240,800

The provision (benefit) for deferred income taxes repre-
sents 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):

1988 1987 1986

Accelerated

depreciation ............... $ 13,600 $ 19,200 § 22,500
Program costs.......ccouna (1,300} (12,900) (15,600
Deferred compensation..  {1,900) (12,600)  (8,100)
Otheiiunnnricereeeeeeerenens - (7,300)  (8,100) 1,900
Total ..orrrerreereeccencecaenns $ 2,600 $(14,400) $ 700

Income taxes paid, net of refunds received, during
1988, 1987 and 1986 amounted to $228,570,000,
$135,767,000 and $107,302,000, respectively.

34

The 1.86 extraordinary gain on the disposition of
certain of the Company’s broadeasting and cable prop-
erties is net of income taxes of $156,800,000 (see Note
6). Of this amount, approximately $67,0G0,000 has
been deferred pursuant to Section 1071 of thée Internal
Revenue Code, under which the Comparniy received tax
certificates from the Federal Communications Commis-
sion deferring the taxes related to these dispositions
until disposition of the replacement properties. De-
ferred income taxes at January 1, 1989 also include
approximately $66,000,000 of taxes relating to the
disposition of broadeasting properties by ABC, in 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 accounting for income taxes.
This statement must be implemented by 1990. Upon
adoption of FAS No. 96, the Company has the option
of restating prior years' financial statements. The
Company does not expect to adopt the standard priar
to 1990 and does not presently interid to restate tne
f..ancial statements of prior years upon adoption.
Accordingly, there would be no effect on the 1988
financial statements, and the effect on the 1990 finan-
cial statements of implementing the change is not
estimated to be material.




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 cominon stock over a 10- or 11-
year period from the date of grant at priees equal to
market value on the grant date. Each option

cumulatively exercisable as to 256% of the total shares
represented thereby for each of the first four years
after grant, provided that the individual remains in the
employ of the Company. The following information
pertains to the Company’s stock option plans:

, . _ 1988 1087 1986
Outstanding options, beginning of year ........ccceeveversrereereernnsces 145,055 165,433 255,799
Granted, ..ot heverasmtenensreansaernenseserats -— 4,500 — ‘
Cancelled oF 6XPIred ...ocivecrevererressiercornanresssieeensser st sesniesnas {250) (1,150) (11,700)
Exercised ...couvuneens evernepieesstraseaben b vnsare st ernneaa et e R s sane s bensaes (22,432) _(26,728) {87,666}
Outstanding uptions, end of YEAr .....coriiiiereninciianrsiiisnas 120,373 143,055 166,433 _|
Average pries of options exercised during the year .......oceune $75.74 $96.19 $41.90 "
Exercise price of outstanding optinns, end of year ...cc.ceciun... $40.13 to $383.38 $23.94 to $883.38 $23.94 to $220.69
Options exercisable, end 6f Year ..., 112,087 128,083 132,525
Options available for FUtUre Grant ....c...ewcermersssnnrsressosenns 501,455 501,205 204,555

The Company has an Employee Stock Purchase Plan
which allows eligible employees, through contributions
of up to 15% of their compensation, to purchase shares
at 85% of the lower of fair market value at the Grant
Date or at the Purchase Date (normally one year
subsequent). Employees purchased 27,701, 33,893
and 44,674 shares under the Plan in 1988, 1987 and
1986, respectively. As of January 1, 1989, 395,872
shares remain available to be purchased through. the
period ending April 1992,

The Company also has the Savings & Investment Plan
which altows eligible employees to allocate up fo 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. In 1988,
1987 and 1986, the cost of this plan (net of forfeitures)
was 36,942,000, $6,479,000 and $5,877,000, respec-
tively.

11. Common Stock, Warrant and
Stockholder Information (Unaudited)

As of February 28, 1989, the approximsate number of
holders of common steck was 6,270. Dividends of $.05
per share have been paid for each quarter of 1988 and
1927. The commaonstock is traded or the New York

and Pacific Stock Exchanges. The high, low and
closing prices of the Company’s common stock for each
quarter of 1988 and 1987 are as follows:

1938 1987
_ High _ Low Close High _ Low Close
LSE QUAIERE 1evveeesnesseseriasermsesssssersrsssmsrnssnesssnassesssssees $357% $309 $341% $355 $267%  $347%
N QUALLET «vevosnvesereesssssasersassssrererassnoctsseseracessonsenane 364 297 317% 394 324 385%
B0 QUALEL oureevevomeescemmasecssissrnssaniaesesssasessrsosaseanes 362 307 3554 450 378% 419%
AEN QUATE T ooreseeeneemmssenesessseenonerossssessassrssamemssssnmerees 369% 343 3624 447 297 845

In connection with the 1986 aecquisition of ABC,
2,906,703 warrants were issued. Each warrant enti-
tled the holder to purchase one share of eommon stock
at $250.00 per share until July 29, 1988. During the

time the warrants were outstanding, .the Company
purchased and redeemed 1,108,607 warrants at an
average cost of $58.48 per warrant, and received
$443,750,000 from the exercise of 1,774,999 warrants.




Capital Cities/ABC

12. Quarturly Financizl Data (Uaandited)

The following summarizes the Company’s results of
operations for each quarter of 1988, 1987 and 1986
(000's omitted, except per share amounts): The net
income per share computation for each quarter and the

Notes to Consolidate F.inania‘l Sfa‘wle—(Contined)

yedr are separate calculations. Accordingly, the sum
of the quarterly net income per share amounts may
not equal the net income per shave for the year.

Fourth

First Second Third
quatter quarter quarter quarter Year
1988. ‘ =
NOE FOVEIUES wevrvrmrereerrervesssesasss essissssssmseserensnsessess $1,288,807  $1,159,486  $1,009,555  $1,315,605 $4,773,453
Costs and expenses.....cccceereeens prereseseesrrerereroraean 1,121,846 914,809 871,295_ 1,049474 8,957,424
Operating iNCOME.......euruveeeeeeneceesesrsssrmnsssssmsnsrenees 166,561 244,677 138,260 266,131 816,029
Interest eXpense ......ccerereesunaceans seresererrsrrsnser (46,370) (45,805) (45,494) (44,693) (182.362)
Interest and other income......ovveeevcccnnnnenecscrann 6,754 8,014 17,068 21,773 53,609
Income before incodme taxes.......omreeeveernnieneisearenas 127,345 206,886 109,834 243,211 687,276
Income taxes ....covenaens rrertetessreatrenansresaresanteas 57,000 93,000 47,200 103,000 300,200
Net INCOME . vrerernsirerssasnesearsnseaseensnsnrrrasssesssssriennrses $ 70,845 % 113,886 § 62,634 3 14_0,2_& $ 387,076
Neat income peralare ... ccvrsecerarevrresressensesanearanes $4.16 $6.78 $3.55  §7.76 $22.31
1987
Neb FEVEIUES eereeeenreeneenneeererirenssanns s § 959,201 $1,126,795 § 046,211  $1,408,139 $4,440,346
Costs end expenses........cu.u.... rreseeeretens N 861,358 871,615 829,124 1,131,759 3,694,356
DDEIAtING MNCOME c.eororor v vevvvsssnessesessesessiensermernesessns 97,343 255,180 117,087 976,380 745,990
TrtErest EXPENSE ovceenreueresrurrrasccrsscnsnneenaaas - (48,004) (47,470) {45,566) (49,766)  {190,866)
Interest and other INCOME. ... cvivevrireirereisreesiins 487 2,822 4,815 670 8,794
Income before iNCOME tAXES....cciivireereevmrrersrarsnennas 49,826 . 210,532 76,336 227,284 563,978
INCOIME LAKXES wirverrrrrvesessarssnasrerseiramsmmrarsrersassraes 25,900 110,800 37,900 110,300 284,QOQ
INEL INCOME 1orvereemcrnrerenrerereessscsennrsnssaeresansseressnssasaseses '$ 23926 $ 99,7832 $§ 38436 $ 116,984 $ 279,078
Net income per Share ... icicesscreasnsrursrnsns $1.48 $5.88 £2.23 $6.’9 I $16.46
1986 '
NEEL PEOVEIUES ceeevererrrrrareressesrersersnsssnonesss Seseerrnrereenenns $ 912,337 $1,065674 $ 959,039 $1,187,324 $4,124,374
Costs and eXPenseS. . eieerecrrsssserervrsinreeses 856,674 866,273 = 830,806 ' 969,043 5,521,696
Operating iNCOME ..ocvuivevveerrere e reerisrsssesescssasinnenes 56,763 199,401 128,233 218,281 602,678
INFOrest EXPENSE .ccvirremvrrecesrsessssissssicrsreresnras {42,343) (47,387) (45,152) (50,629)  (185,511)
Interest and other iNCOME..coeerverierrercvrenennann. 1,950 2,015 39 1,572 5,576
Income before iNCOME tAXES. wrewrerrerecrrrrrrrserasrensns 16,370 154,029 83,120 169,224 422,743
~Income taxes ..o eritssvensribentrsaessestas aaaaer 14,400 87,000 50,500 88,900 240,800
Income before extraordinary tems . ..ocececrerneeecnans 1,970 67,029 32,620 80,324 181,943
Extraordinary items ..o ceeveccernrcrensnnsisniscnns 279,996 — {14,250) — 265,746
NEb INCOME covirrerierceecsneere st e srssesennes "__"__,. .............. $ 281,966 $ 67,029 § 18370 $ 80,324 § 447,689
income per share :
Before extraordinary items ... eeeesenisisicsnns $ 0.12 $4.15 $2.01 $4.90 $11.20
Extraordinary items ......covvevvcceniennccreennsnnnnaas . 17.36 — (0.88) _ — 16.35
Net income per Share ......icsiecceremrssesscsensanes $17.48 $4.15 $1.13 $4.90 $27.55




| Report of Independent Public Accountants

The Board of Directors and Shﬂar.ehoiders
Capital Cities/ABG, Inc.

We have audited the accompanying consolidated balance sheet
of Capital Cities/ABC, Inc. at January 1, 1989 and January 3,
1988, and therelated consolidated statement~ of income,
stockholders' equity, and cash flows for each of the three years
in the period ended January 1, 1989. These financial statements

“are the responsibility of the Company’s management. Our
responsibility is to express an-opinion on these financial
statements based on our audits.

We conducied our audits in accordance with generally accepted
auditing standards. Those standards require that we plan and
perform the audits to obtain reasonable assurance about
whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and diselosures in the financial
statements. An audit also ineludes assessing the accounting
principles used and significant estimates made by management,
as well as evaluating the overall financial statement
presentation. We believe that. our audits provide a reasonable
basis for our opinion.

In ouv opinion, the financial statements referred to above present
fairly, in all material respects, the corsolidated financial position
of Capital Cities/ABC, Inc. at January 1, 1989 and January 3,
1988, and the consolidated results of operations and cash flows
for each of the three years in the period ended January 1, 1989
in conformity with generally accepted accounting principles.

New York, Ne Yorl\
February 28, 1985




Capital Cities/ABG ) )
AU s STt | MRy .
Report of Management |

The management of Capltal Citiz4/ABC, Inc. is responsible for
the information ineluded in the consolidated financial
statements. These statements, including the accompanying
‘notes, have been prepared in accordance with generally accepted
accounting prineiples 4nd inelude amounts which are based
upon management’s best estimates and judgments.

In recogmtlon of its responsrblllty for the integrity and reliability
of the data contained in the financial statements, management
maintains a system of internal controls. Internal controls are
designed to provide reasonable but not absolute assurance at
appropriaceé cost that assets are safeguarded from loss or
unauthorized use, and that the financial records are reliable for
the prr*paration of financial statements.

-+ The Audit Committée of the Board: of Directors, which is
composed of five outside directors, meets periodically with
management, the independent auditors and the internal auditors
to ensure that each is carrying out its responsibilities. The
Audit Committee reports its conelhisions and recommendatitns
to-the Boa: d of Diréctors. Both the independent and internzl
auditors h ive free and direet access to the Audit Committee.

The finareial stitements have been audited by the Company’s
independent publie accountants in accordance with generally
accepted auditing standards. In thal eonnection, the
independent public aceountants develop and maintain an
understandins of the Company’s accoummr eontrols and
econduct such wests and related procedures as they deem
necessary to render their opinion asto the fairness o{ the
presentation in all material respects of the financial :atements
in eonformity with generally accepted aceounting prineiples.

“Thowess S,

Thomas 5. Murphy
Chief Evecutive Officer

Dl f

Ronald J. Doerﬂu
Chief Financial Officer
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Publishing Group

Phillip J. Meek, President

Specialized Publications

FAIRCHILD PUBLICATIONS (New York, NY)
John B. Fairchild, Chairman and
Chief Executive Qfficer

Phillip J. Megk, President .

Kenneth S. Share, Executive Vice Presidont
David S. Branch, Senior Vice President
Michael F. Coady, Senior Vice President
John E. Coots, Senior Vice President
Richard J. Lynch, Senior Vice President
_Philip L. McGovern, Senior Vice President
Chirles J. Siegel, Senior Vice President
‘Stephen G. Stoneburn, Senior Vice President

INSTITUTIONAL INVESTOR (New York, NY)
Gilbert E. Kaplan, Chairmen and
Chief Executine Officer
Peter A. Derow, President
PRACTICAL HOMEOWNER £{ew York, NY)
Harry C. Egner, President

ABC PUBLISHING
Rsbert G. Burton, President
ABC PUBLISHING AGRICULTURAL GROUP

(Carol Stream, IL)
Allan R, Johnson, Senior Vice President,
General Mapdger

CHILTON COMPANY (Radror, PA)
Richard D. Bay, Sentor Vice President
Doneld W. Chestnut, Sextior Vice President
Ponald A. Hoxter, Senior Vice President

AP CONSUMER MAGAZINES
(New: York, NY and Greensboro, NC}

HITCHCOCK PUBLISHING COMPANY
(Caro) Stream, IL)
Loren M. Walsh, Prestdent

LOS ANGELES MAGAZINE {Los Angeles, CA)
D. F. Délle Monache, Vice President, Publisher

NILS PUBLISHING COMPANY (Chatsworth, CA)

William H. Bang, President

WORD, INCORPORATED (lrving, TX}
Gary R. Tngersoll, President

Newspapers

THE KANSAS CITY STAR/TIMES (Kansas City, MO)
James H. Hale, Chairman of the Boc: 1, Publisker

Robert C. Woodworth, President

FORT WORTH STAR-TELEGRAM (Fort Worth, TX)

Richard L. Connor, President, Publisher

THE OAKLAND PRESS (Pontiae, MI)

Bruce H. Melntyre, President, Fublisher

BELLEVILLE NEWS-DEMOCRAT (Belleville, IL)
Gary L. Berkley, President, Publisher

THE TIMES LEADER. (Witkes-Barre, PA)
Dale A. Dunéan, President, Publisher

OREGON NEWSPAPERS {Albany, OR}
Glenn C. Cushman, President
Richard F. Anderson, General Manager

NEW ENGLAND NEWSPAPER GROUP (Guilford, GT)

Tohn C. Peterson, President, Publisher
HIGHLAND NEWS-LEADER (Highland, IL)
O'FALLON PROGRESS (('Fallon, 1L)
LEGAL COMMUNICATIONS (St. Louis, MQ).

Shopping Guides
SUTTON INDUSTRIES (Orange and

San. Diego Counties, Sacramente and Stockton, CA)

Wesley R. Turner, President

PENNYPOWER SHOPPING NEWS (Wichita and
Topeka, KS; and Springfield, MO)
R. Thomas Cronk, President

WORTHWEST NICKELS (Scattle-Tacoma and
Spokane, WA; and Portland, OR)
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Thomias S. Murphy Daniel B. Burke

~Chairman of the Board and President and w o
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Joa B, Fsz Hild 2! T ( John B. Sias - o Ronald J. Doerfler f
Executive Vice President; (lf Y Executive Vice President; Senior Vice President and o
- Chairman of the Board, President, ABC Television Chief Financial Officer ;
. Fairchild Publwatwns » Networ@mm:p : . j
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74k o
: St.epifign A. Weiswasser
Senior Vice President and -
General Coungel
.




Capital Cities/ABC

Corporate

Thomas S. Murphy, Chairman of the Boerd and
Chief Bxeculive Qfficer

Daniel B. Birrke, President and

- Chief Operating Qfficer

John B. Fairchild, Executive Vice President; Chairman
and Chief Executive Officer, Fairchild Publications

John B. Sias, Ereculive Vice President;
President, ABC Television Network Group

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

Michaei, # -Mallardi, Senior Vice President;
President, Broadenst Group

Phillip J. Meek, Senior Vice President;
President, Publishing Group

Stephen A. Weiswasser, Senior Vice President and
General Counsel

ABC Television Netwoik Group

John B. Sias, President

Robert A. Iger, Executive Vice President
Ann Maynard Gray, Senfor "fice President
Alan Wurtzel, Sentor Vice President

ABC Entertainment (Los Angeles, CA)
Brandon Stoddard, President

ABC News and Sports. (New York, NY)
Roone Arledge, Group President

ABC News
Roone Arledge, President

Richard C. Wald, Senior Vice President
Irwin W. Weiner, Senior Vice President

Philip R. Beuth, Vice President

Allan J. Edelson, Vice President and Controller
Joseph M. Fitzgerald, Vice President

John E. Frisoli, Vice President

James M. Goldberg, Vice President

Robert T. Goldman, Vice President

Andrew E. Jackson, Vice President

David S. Loewith, Vice President and Assistant Controller
Patricia J. Matson, Vice President

Jeffrey Ruthizer, Vice President

Alfred R. Schneider, Vice President

David J. Vondrak, Vice Presiden! and Treasurer
Philip R. Farnsworth, Secretary

Allen S. Bomes, Asaistant Treasurer

ABC Sports
Dennis D. Swanson, President
Dennis Lewin, Senior Vice President
Stephen J. Solomon, Senior Vice President
ABC Television Network (New York, NY)
Mark Mandala, President
H. Weller Keever, Executive Vice Presidend
George H. Newi, Senior Vice President
ABC Cominunications (New York, NY)
James E. Duffy, President
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Broadcast Group

Michael P. Mallardi, Prestdent
James J. Allegro, Senior Vice President

Television Stations — East
Lawrence J. Pollock, President
Robert Q. Niles, Vice President

WABC-TV (New York, NY)
Walter C. Liss, Jr., President, General Manager

WLS-TV (Chicago, IL)

Joseph J. Ahern, President, General Manager
WPVI-TV (Philzdelphia, PA)

Richard F. Spinner, President, General Manager
WIVD {Durham-Raleigh, NC)

G. Alan Nesbitt, President, General Manager

Television Stations — West
Kenneth M. Johnson, President
James E. Masucci, Vice President

KABGC-TV (Los Angeles, CA)
‘Terry Crofoot, President, General Manager

KGO-TV (San Francisco, CA)
James G. Topping, President, General Manager

KTRK-TV (Houston, TX)
Paul L. Bures, Jr., President, General Manager

KFSN-TV (Fresno, CA)
Mare Edwards, President, General Manager

National Television Sales (New York, NY)
John B, Watkins, President

Video Enterprises

‘Herbert A. Granath, President
Bruce Maggin, Evecutive Vice President

ABC DISTRIBUTION (New York, NY)
John T. Healy, President

ESPN (Bristol, CT)
Roger L. Werner, Jr., President

ARTS & ENTERTAINMENT (New York, NY)
LIFETIME (New York, NY)

Broadcast Operations & Engineering
Julius Barnathan, President

Radio
James P. Arcara, President

ABC Radio Networks

Aaron M. Danicls, President

Radio Jtatiors — Group 1

Don F. BouloizKes, President
WABC-A3E:{Wew York, NY)

Frederick D. Weinhaus, President, General Manager
WPLI-FM (New York, NY)

R. Dana Horner, President, General Manager
KABC-AM (Los Angeles, CA)

George Green, President, General Manager
KLGS-FM (Lot Angeles, CA)

Bill Sommers, President, Generel Manager
KGO-AM (San Francisco, CA)

Michael Luckoff, President, General Mzizger
WIR-AM (Detroit, MI)

James E. Long, President, General Manager
WHYT-FM (Detroit, MI)

John E. Cravens, President, General Manager
KRXY-AM/FM (Denver, CO)

Joseph E. Parish, President, General Manager

WPRO-AM/FM (Providence, RI}
J. Mitchell Dolan, President, General Manager

Radio Stations — Group II

Norman S, Schrutt, President
WLS-AM/WYTZ-FM (Chicago, IL),
WBAP-AM (Fort Worth-Dallas, TX)

William J. Hare, President, General Manager
KSGS-FM (Fort Worth-Dallas, TX)

Victor J. Sansone, President, General Manager
WMAL-AM (Washington, DC)

Thomas J. Bresnahan, President, General Manager
WRQX-FM (Washington, DC}

Mavreen Lesourd, President, General Manager
WHKHX-AM/EM (Atlanta, GA)

Verners J. Ore, Prestdent, General Manager
KQRS-AM/FM (Minneapolis, MN)

Mark 8. Steinmetz, President, General Manager



Board of Directors

THoMAS S. MURPHY
Chairman of the Board and Chief Erecutive Officer

DaniEL B. Burke
Prestdent and Chef Operating Qfficer

RoserT P. BAuMaN
Chairman of the Board, Beecham Group p.lc.

WARREN E. BUFFETT ,
Chairinar of the Board and Chief Executive Officer,
Berkshire, Hathaway Inc.

Frang T. Cary
Former Choirman of the Board,
International Business Machines Corporation

Jolsnpﬂ P. DoUGHERTY
Former Erxecutive Viee President

Joun B. FARCHILD

Executive Vice President;

Chairman and Chief Executive Officer,
Fairchild Publications

. LEONARD H. GOLDENSON :
Chairman of the Executive Commiltee;

Retired Chairman of the Board,
American Broadcasting Companies, Inc.

Leon Hess
Chairman of the Board and Chief Execulive Qfficer,
Amerada Hess Corporation

GEeorge P. JeENkins

Consultant to W. R. Grace & Co.;
Retired Chairman of the Bourd,
Metropolitan Life msurance Company

Frank S. Jones
Ford Professor of Urban Affairs,
Massachusetts Institute of Technology

ANN DiesLe JorDAN
Forner Director of Social Service Department,
University of Chicage Meidical School

Tromas M. Macioce
Partner, Shea & Gould, Attorneys at Law; Former
Chatrman of the Board éind Chief Executive Qfficer,

- Allied Stores Corporatioi

JoHN H. MULLER, JR.
Chairman, President and Chief Executive Qfficer,
General Housewares Corp.

Jonn B. Sias
Executive Vice Prestdent,;
President, ABC Television Network Group

WiLLiam I. SPENCER
Retired President and Chief Administrative Officer,
Citicorp and Citibank, N.A.

M. CaseLL WooDwaRD, JR.

. Vice Chairman and Chief Financial Gfficer,

ITT Corporation

Director Emeritus

(GERALD DICKLER

Senior Counsel,

Hull, Dickler, Loavler, Kent & Friedman,
Atlorneys at Law

Transfer Agent and Registrar
Harris Trust. Company of New York
77 Water Sireet

New York, New York 10005

The Company’s Common Stock is listed for trading on the

- New York and Pacific Stock Exchanges (Symbol: CCB)




Exhibit (22)

As of January 1, 1989

Subsidiaries of Capital Cities/ABC, Inc.

Jurisdiction of

Incorporation
Capital Citie:/ABC, Inc. {parent) New York
ABC Holdiiw:y Company, Inc. Delaware
ABC Consumer Magazines Holding Company, Inc. Delaware
ABC Consumer Magazines, Inc. Delaware
ABC Daytime Circle, Inc. Delaware
ABC Network Holding Company, Inc. Delaware
ABC Equipment Leasing, Inc. New York
ABC Motion Pictures, Inc. Delaware
ABC Records, Inc. New York
ABC Circle Music, Inc. New Yovk
American Broadcasting Music, Inc. New York
ABC Theatre Holdings, Inc. Delaware
o 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
Columbus West Development Corp. New York
67th Street Development Corp. New York
66th Street Development Corp. New York
Circle Location Services, Inc. Delawdre

Stage Five Productions, Inc. California
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 Radio Network Sales, Inc. New York
ABC/Watermark, Inc. Delaware
SMN Holding Company, Inc. Delaware
ABC Sports Holding Company, Inc. Delaware
ABC Sports, Inc. New York

ABC Sports Intercontinental S.A.R.L. rrance

ABC Sports Marketing, Inc. Delaware
American Broadcasting Companies, Inc. defaware
Capital Cities/ABC Natijonal Television Sales, Inc. Delaware
Capital Cities/ABC Video Enterprises, Inc. Delaware
ABC Merchandising, Inc. New York

ABC Sports International, Inc. Delaware




Word {U.K.) Limited

-
Capital Cities/ABC, Inc. (parent)(continued)
ABC Holding Company, Inc. (continued)
Capital Cities/ABC Video Enterprises, Inc. (continued)
Capital Cities/ABC Video Publishing, Inc. Delaware
Capital Cities/ABC Video Systems, Inc. Delaware
Capital Cities/ABC Yideo Worldwide
Holdings, Inc. Delaware
Chilton Holding Company, Inc. Delaware
Chilton Company Delaware
The Center for Curriculum Development, Inc. Delaware
Compute Holding Company, Inc. Delaware
COMPUTE: Publications, Inc. Horth Carolina
ESPN Holding Company, Inc. Delaware
ESPN, Inc. Delaware
Engiish Sports, Inc. Delaware
ESPN 88 United Kingdom
Farm Progress Holding Company, Inc. Delaware
Farm Progress Companies, Inc. ITlinois
Farm Progress Insurance Services, Inc. I11inois
Indiana Prairie Farmer Insurance
Services, Inc. Indiana
The Miller Publishing Company, Inc. Minnesota
Hitchcock Holding Company, Inc. Delaware
Hitchcock Publishing Company Delaware
Professional Exposition Management
Company, Inc. Delaware
KABC-AM Radio, Inc. Delaware
XGO-AM Radio, Inc. Delaware
KGO Television, Inc. Delaware
KLOS-FM Radio, Inc. Delaware
L.1.C. Warehouse Realty Company, Inc. Delaware
Los Angeles Magazine Holding Company, Inc. Delaware
Los Angeles Magazine, Inc. Delaware
NILS Holding Company, Inc. Delaware
NILS Publishing Company Delaware
National Price Service, Inc. Delaware
Schwann Publications, Inc. Delaware
101 West 67th Realty Company, Inc. Delaware
77 West 66 Realty Company, Inc. Delaware
1313 Vine Realty Company, Inc. Delaware
36 & 40 West 66 Realty Company, Inc. Delaware
WABC~AM Radio, Inc. Delaware
WABC Television, Inc. Delaware
WLS-AM Holding Company, Inc. Delaware
WLS, Inc. Delaware
WLS Television, Inc. Delaware
WMAL Holding Company, Inc. Delaware
WMAL, Inc. Delaware
Word Holding Company, Inc. Delaware
Word, Incorporated Texas
Word Direct Marketing Services, Inc. Texas

United Kingdom




Capital Cities/ABC, Inc. (parent){continued)

ABC Holding Company, Inc. (continued)
WWPR-FM Radio, Inc.
{name changed to WPLJ-FM Radio, Inc.
on January 5, 1989}
WYTZ-FM Radio, Inc.
ABC/Kane Productions International, Inc.
ABC Television, Inc.
Cablecom-General, Inc.
Capital Cities Entertainment Systems, Inc.
Capital Cities Media, Inc.
Guilford Publishing Company, Inc.
Newside Publications, Inc.
Practical Homeowner Holding Company, Inc.
Capital Cities Vision, Inc.
CC Finance Holding Corporation
Capital Cities/ABC Finance Company, Inc.
CC Texas Holding Co., Inc.
WXYZ, Inc.

{name changed to KTRK Television, Inc. en 1/3/89)

Southfield Realty Company, Inc.
CCC Properties, Inc. .
Institutional Investor, Inc.
The Kansas City Star Company (also owns the
preferred stock of Capital Cities Media, Inc.)

KQRS Holding Corporation

KQRS, Inc.
KRXY Hoiding Corporation

KRXY Radio, Inc.
Legal Com of Delaware, Inc.

Legal Communications Corporation
The Oakland Press Company

Tri-County Newspapers, Inc.
Pennypower of Kansas, Inc. {formerly Capital Cities

of Kansas, Inc.)

Pennypower Shopping News, Inc.
Star-Telegram, Inc.

Media Transport, Inc.
Sutton Industries, Inc.
Texas Media Holding Company, Inc.

TV Connection, Inc.

WBAP-KSCS, Inc.
Wilson Publishing Company

Delaware

Delaware
Delaware
New York
0k1ahoma
Delaware
New York
Delaware
Delaware
New York
New York
Delaware
Belaware
Delaware
Michigan

Michigan
New York
Delaware
Missouri

Delaware
Delaware
Delaware
Delaware
Delaware
Missouri
Michigan
Michigan
Delaware

Kansas
Delaware
Texas
Delaware
Delaware
Delaware
Delaware
Rhode Island




Exhibit (28)(a)

BSECURITIES AND EXCHANGE COMMISSION
Washington, B.C. 20549

FORM 11i-K
ANNUAL REPORT

Pursuant to Section 15(d) of the
Securities Exchange Act of 1934

For the Plan Year ended December 31, 13983

" A. Full title of the plan and the address of the plan, if different from that of
the issuer named below:

ABC SAVINGS & INVESTMENT PLAN
(effective January 1, 1989: Captial Cities/ABC, Inc. Savings & Investment Plan )
77 West 66 Street
New York, New York 10023

B. Name of issuer of the securities held pursuant to the plan and the address of
its principal executive office:

CAPITAL CITIES/ABC, INC.
- 77 West 66 Street
New York, New York 10023




Item 1

Item. 2

Item 3

Them 4

Item_5

Item. 6

Changes in the Plan

This item is not applicable.
Changes_in. Investment Policy
This item is not applicable.

Contributions Under the Plan

‘This item is not applicable.

Participating Employees

There were approximately 6,915 employees participating in the Plan at
the end of its fiscal year.

Administration _of the Plan

(a) The Plan is administered by the Employee Benefits Committee.
The members of such Committee as of December 31, 1988 are
Ronald J. Doerfler, Themas 4. Gorey, Jr. and David J. Vondrak.
Communiications to members of the Committee should be addressed
to them at 77 West 66 Strest, New York, New York 10023.

Ronald J. Doerfler is Senior Vice President and Chief Financial
Officer, Thomas J. Gorey, Jr. is Vice President, Employee
Benefits and Human Resources Information Systems and David J.
Vondrak is Vice President and Treasurer of Capital Cities/ABC,
Inc,

(b) Total amount of compensation received from the Plan by each of
the administrators:

‘Nane.
Custodian of Investments

(a) Trustee.of the Plan which acts as custodian of any of the
securities or other investments of the Plan is:

Bainkeirs Trust Company
280 Park Avenue
New York, New York 10017
(b)Y Compensation received from the Plan by the Trustee:
None from the Plan.

(c) Nature and amount of any bond furnished by the Trustee:

None.




item 7

Ttem 8

Reports to_Participating Employees

Each membetr is furnished a statement at the end of each calendar
quairter showing:

{a) Member’s account

4
1

2

Current investment direction

Cumulative contribution to Plan, net of withdrawals, plus
Toans

(3) Opening balance {(maiket value) of each fund in which

participant -is invested

(4) Current guarter’s contribution

(5} Investment results

(8) Dividends

(7 Fund realiocation

(8) Closing balance

{8) Vested vaiue
(10) Number of shares and uninvested cash in Fund A
(i1) Loans and loan repayments '
{12) Withdirawals

P W o
e S

{b) Company’s account

(1) Opening balance - all Capital Cities/ABC, Inc. common
stock

(2) Current guarter’s contiibutions

{3) Investment resulis

(4) Dividends

{5 Closing balance

(6) Vested value

(7) HNumber of shares and uninvested cash in Fund A

(8) Withdrawais

Investment of Funds

(a) (1) The aggregate dollar amount of brokerage commissions paid by
the Plan during the three most recent fiscal years is
$171,449,

(2) During the three most recent fiscal years, Neéubeirger &

'~ Berman, Inc., an affiliate of the Plan’s Investment Manager,
was pald brokerage commissions for purchases of secutrities
for Fund B, totaling $66,073. During 19838, the commissions
paid to Neuberger & Berman, Inc. constituted 32.8 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 19.9
percent of the aggregate dolliar amount of transactions
during 1988. 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. Transactions of this type tend to have a
relatively higher commission rate than the larger trades
handled by other brokers.




Investment. of Funds (cont’d)

() Durring the calendar year 1983, neither the Plan nor its
jnvestment manager directed the Plan’s brokerage
transactions to a broker or brokers hecause of research
services.

Financial Statements and Exhibits
{a) Financial Statements:

Independent Public Accountants’ Report

combined Statements of Financial Condition as of
December 31, 1988 and 1§87 :

Combined Statements of Income and Changes in Plan Equity for
the years ended Decembér 31, 1988, 1987 and 1986.

Notes to Financial statements
Supplemental Schedules:
Investments at December 31, 1938

Combining Statsments of Financial Condition as of
December 31, 1488 and 1987

Combining Statements of Income and Changes in Plan Equity
for the vears ended December 31, 19858, 1987 and 1986.

Consent of Arthur Young & Company

(b) Exhibits:

None.




SIGWNATURES

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 te be
signed by the undersigned thereunto duly authorized. '

Capital Cities/ABC, Inc. Savings & Investment Plan

Date: March 24, 1939 By MM

David J. égiZfak, a member

of the Empioyee Benefits Committee
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k INDEPENDENT PUBLIC ACCOUNTANT'S REPORT

The Board of Directors
Capital Cities/ABC, Inc.

We have audited the combined statements of the ABC Savings & Investment
Plan and related schedules listed in the accompanying index to financial
statements (Item 9 (a)). These financial statements are the responsibility of
the Plan's management. Our responsibility is to express an opinion on
these financial statements based on our audits.

We conducted our audits in accordance with generally accepted auditing
standards. Those standards require that we plan and perform the audits to
obtain reasonable assurance about whether the financial statements are
free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles
used and significant estimates made by management, as well as evaluating
the overall financial statement presentation. We believe that our audits
provide a reasonable basis for our opinion.

In our opinion, the combined financial statements and supplemental
schedules as mentioned above present fairly, in all material respects, the
financial position of the ABC Savings & Investment Plan at December 31,
1988 and 1987 and the income and changes in plan equity for the three years
in the period ended December 31, 1988 in conformity with generally
accepted accounting principles.

(Gt G 4 Loy

ARTHUR YOUNG & COMPANY

New York, New York




ABC SAVINGS & INVESTMENT PLAN

Combined Statements of Financial Condition

December 31, 1988 and 1987

Assets

Investments, at market (notes 1 and 3):
Equity Securities:

Capital Cities/ABC Inc. common stock
(cost of $99,311,722 and $89,974,304
in 1988 and 1987, respectively)

Otheir (cost of $14,616,048 and
$12,542,504 in 1988 and 1987,

respectively’
Total equity securities

Other investments:

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 Capital Cities/ABC, Inc.
Recaivables from sales of investments

Total assets

Liabilities and Plan Equity
Due to former participants
Payables for ptirchases of investments
Plan equity

Total 1iabitities and plan equity

1988 1987
$151,784,561 § 136,060,065
14,766,733 11,122,815
166,551,294 147,182,880
2,132,519 5,212,540
.. 46,877,947 __ 37,451,233
49.010.466 .. ..42,663,713
215,861,780 189,846,653
2,875,333 1,292,483
422,194 365,457
417,374 2,031,769
120,187 173,938
$219,396,848  $.193,710,300
$ 2,720,083 $ 3,977,236
1,296,263 306,491
215,380,502  ..189.426,513
- $219,396,848 $ 193,710,300

See acéompanying notes to.combined financial statements.




ABC SAVINGS & INVESTMENT PLAN

Combined Statements of Income and

Changes in Plan Equity

Years ended December 31, 1988, 1987 and 1986

Investment income:
Dividends
Interest
Total investment income

Appreciation of Capital Cities/ABC, Inc.
common stock and warrants distri-
buted to terminated and withdrawing
participants (note 1)

Net gaini on tender of American Broad-
castifng Companies, Inc. commoi stock
{net of unrealized gains at the
beginning of 1986 of $78,648,963)

Net gain on sales of other common stock

Net increase in unreatlized appreciation
of plan assets held at year end
{note 1)

Contributions:
Participants {(note 2)
Employer (notes 1 and 2)
Total contributions

Inteirest on participants’ loans {note 2)
Total

Distributions to terminated and
withdrawing participants
(note 1): _
Capital Cities/ABC, Inc. common
stock at market value
‘Cash
Total distributions

Change in plan equity

Plan equity:
Beginning of year

End of year

See accompanying notes to combined financial

1988 1987

$ 587,779 § 484,844
...3.886,478 3,235,858
4,474,258 3,720,102

1,296,099 1,139,770
1,027,944 1,561,690
s 987,448 ...28,088.133
-..14,755,747  _.34,510,29%
20,674,930 15,849,443
1,186,990  .._.6,089,889
—tl.861,920 21,939,332
106,786 93,349
~42,724,453  ..56.542,978
3,167,098 4,554,258
13,603,428  _.13,202,448
16,770,524 17,136,106
b2 993,929 “_§§4§Q§4£1Q
189,426,573 150,620,303
$215,380,502  $189,426,573

statements.

1986

$ 432,733
~.5,112,428
—93805,181

498,230

886,103
1,600,427

8.5, 168,936
8,165,851

13,670,223
D2 141,290
19,411,513
SO -} PRC K

44,236,101

6,817,473
—~30,416,1086
43,233,819

——1,003,122

149,617,181




ABC SAVINGS & INVESTMENT PLAN
Notes to Combined Financial Statements

December 31, 19388, 1987 and 1986

(1)  Summary of Significant Accounting Policies

(a)

(b)

The accompanying combined financial statements present plan equity and
changes therein of the ABC Savings & Investment Plam (the Plan) on an
accrual basis. The Plan consists of three funds:

Fund A - Capital Cities/ABC, Inc.
Conmon Stock Fund

Fund B - Diversified Equity Fund

Fund ¢ - Guaranteed Income Fund

The investment in common stock of Capital <¢ities/ABC, Inc. (Capital
Cities/ABC) is stated at market value which is based on the year—end
stock guotation from the New York Stock Exchange. As a result of the
merger of American Broadcasting Companies, Inc. with Capital Cities
Communications, Inc. {the Merger), the American Broadcasting
Companies, Inc. common stock owned by the Plan was converted into
cash and substantially all of the proceeds received were reinvested
in common stock of Capital Cities/ABC purchased in the open market.

Realized gains and Tosses on sales or distributions of securities are
accounted for on a weighted average cost basis. Purchases and sales
are recorded on a trade date basis. Dividend incose 1s accrued on
the ex-dividend date. Inteiest income is recorded on a accrual basis
as eafrned.

Investments of the Diversified Equity Fund consist of eguity securities,
stated at market value, of companies other than Capital Cities/ABC.
Investments of the Guaranteed Income Fund consist of funds on deposit
with an insurance campany under contract which provides for a
guaranteed minimum annual rate of interest of 9.5% for 1988. The
Guaranteed Income Fund is valued at cost plus interest earned.

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 year and the
net increase for each year included in the accompanying statements of
income. and change in nplan equity are as follows:

1988 1987 1386
Balance at beginning of year $44,666,0738 $16,577,945 $79,060,972
Less: Amount redlized due to
tender of American Broadcasting
Companies, Inc. common stock - - _18.649,963
44,666,078 16,577,945 411,009
Balance at end of year 52,623,524 44,666,078 16..5177,945

" Net increase $ 1,957,446 $28,088,133 316,

166,936




(1)

(2)

ABC SAVINGS & INVESTMENT PLAN
Notes to Combined Financial Statements
December 31, 1988, 1387 and 1986
Summary. of Significant Accounting Poligies cont’'d

(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 withdrawai. The
difference between the market value on the effective date of distii-
bution and the cost of shares distributed is shown separately in the
accompanying combined statements of income and changes im pian
eguity.

{d) employer contributions are repotted net of forfeitures of $308%,736,
$497,643 and $871,772 for 1988, 1987 and 1986, respectively.

Description.of Plan

The Plan is 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 those other subsidiaries and divisions of Capital
Cities/ABC, Inc. which were previously a part of or affiliates of ABC. Individuals
who become employees of the corporate and other broadcasting pioperties of Capital
Cities/ABC, Inc. subsequent to 1988 are eligible to participate in the Plan.

In 1988 an emplovee eligible to participate in the Plan who was also eligiblie to
participate in the Capital Cities/ABC Employee Stock Purchase Pian and who
authorized a contribution to the Employee Stock Purchase Plan at any time after
April 1, 1988 was ineligible to make any further contributions to the Plan.

However, the employee was entitled to exercise all other rights of a participant
under the Plan with respect to employee and employer contributions made prior to the
date that the employee became ineTigible to make further contriutions to the Flan.

Effective April 3, 1989 this restriction has been removed.

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 investéd in the Capital Cities/ABC, Inc. Common

Stock Fund (Fund A). On October 1, 1687, the Plan was amended to allow employees to
contribute an additional unmatched 2, 3, 4 or 5% of annual compensation, which may
be designated either taxable oi 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 fuily
vested with respect to their own contributions at all times. For periods covered in
these financial statements, participants with less than 10 years of service vest
with respect to employer contributions over a three-year pericd, cne-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 was
considered fully vested. Effective January 1, 1989 in compliance with the Tax
Reform Act of 1986, the 10 year vesting period mentioned above was amerded to be
five years of service.

(continued)




ABC SAVINGS & INVESTMENT PLAN
Notes to Combined Financial Statements

December 31, 1988, 1987 and 1986

Continued

The Plan permits the Employee Benefits Conmittee to postpone distributions of a
member’s account in instances where a member’s termination of services arises out of
a change in ownership of stock or all or part of the assets of a membei’s employing
unit and such member is reemployed by the acguiring ehtity if such termination is
not deemed a "separation from service” within the meaning of the applicable income
tax rulings or regulations. In such instances the Emplcyee Benefits Conmittee may
postpone the distribution until such distribution may be accompiished without
adverse income tax conseguences to the member or to the Plan or may allow a transfer
to another gualified plan or allow a peimissible tax-fiee rollover.

Under the Plan members are allowed to obtain loans egual 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 tmployee Benefits Committes.

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 retiiement, the
amount credited to a participant’s account is distributed to him or his beneficiary,
either in a Tump sum or in instaliments over a period not exceeding ten vears. 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 lump
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
withdrawais. Upon a withdrawn participant’s termination, the vested amount credited
to his account attributable to emplioyer contributions is distributed to him. If a
paiticipant terminates prior to vesting with respect to employer contributions,
forfeited funds are used to reduce the contribution of the sponsor company.
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.

01, Januwary 3, 1986 the Plan's investment in common stock of American 8roadcasting
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 peimit Tater substitution
of common stock of Capital Cites/#BC as an allowable investment i Fund A and to
enalbble 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 empioyee contributions.

The Plan was also amended on March 21, 1986, to transfer the functions of the
Investment Committee to the Emplioyee Benefits Committee.

As of December 31, 1988 there were 6,906 participants in Fund A, 2,268 participants
in Fund B and 4,335 participants in Fund C.

As of December 31, 1988 there were 3,822,501 teotal units in Fund B and 17,813,433
total units in Fund C with unit values of 4.04 and 2.66 tespectively.

{continued)
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(3)

ABC SAVINGS & INVESTMENT PLAN
Notes to Combined Financial Statements

December 31, 1988, 1987 and 1986

Changes_in_Investment in_Equity Securities

Changes in investment in equity securities, at ccst, for the years ended

December 31, 1988 and 1987 were as follows:

-Shares... Bost
Capital Cities/ABC, Inc.
common stock:
Balance at December 31, 1986 410,265 $93,599,051
Purchases - -
Distributions to terminated and
withdrawing participants _(15,88%3) .£3.624,747)
Balance at December 31, 1987 394,377 89,974,304
Purchases 36,424 12,068,551
Distributions to terminated and
withdrawing participants 11.796) ~{2.731,133)
Balance at December 31, 1988 419,005 $99.311.722
Other equity securities:
Balance at December 31, 1986 326,260 $10,076,769
Purchases 386,167 9,938,411
Sales (258.647) T1,472.8616)
Balance at December 31, 1987 453,780 12,542,504
Purchases 338,595 5,761,142
Sales {292,100) {7.687.598)
Balance at December 31, 1988 500,275 $14,616.048




(4)

(5)

(6)

ABC SAVINGS & INVESTHMENT PLAN
Notes to Combined Financial Statements

December 31, 1988, 13987 and 1386

Administration_of the Plan

Under the terms of a tiust agireement between Bankers Trust Company (the Tirustee) and
the Plan, the Trustee manages the Plan assets con behalf of the Plan. As of
December 31, 1988, 1987 and 1986, substantially all the Plan assets were held by the
Trustee,

During the period 1986 thirough 1988, the cost of administering the Plan was paid
directly by ABC; the Plan assets were not used to meet such obligations.

Jermination _of the Plan

Although Capital Cities/ABC has not expressed any intent to terminate the Plan, it
may be terminated at any time by action of its Board of Directors, 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 Plan.

Federal_Income Taxes

ABC has received a letter of determination from the IRS stating that the Plan as
amended through October 1, 1987 meets the requirements of Section 401(a) of the
Internal Revenue Code, as amended, and that the trust established thereunder is
entitled to exemption from payment of Federal income taxes under provisions of
Section 5G1(a) of the Code.

Participants are not subject to federal income tax on employer contributions made to
their accounts under the Plan, or on the earnings in their accounts,; until amounts
in their accounts are withdrawn or distributed.




SUPPLEMENTAL SCHEDULES




Identity and_description of issue

Common Siock:

Allied Signal Inc.
Amerada Hess Corp
American Electric Power
American President

American Telephone & Telegraph

Arvin Industries
Burlington Northern
Capital Cities/ABC, Inc.
CBI Industries

CBS Inc.

Cigna Corp.

Consolidated Freightways Inc.

Contel Corp.

CSX Corp.

Dana Corp.

Diamond Shamrock R&M Inc,
Digital Equipment Corp.
Dupont E I De Nemours & Co.
E Systems Inc. :
Engethard Corp.

General Motors Coip.

GTE Corp.

Henley Group

Hercules Inc.

Ingersoll Rand Co.

James Riv Corp.

Litton Industries

May Dept. Stores

Mcbil Corp.

Motorela Inc.

Northrep Corp.

Occidental Pete Corp.
Petrie Stores

Pioneer Hi Bred Int'1.
Salomon Inc.

Santa Fe South Pacific Corp.
- Sears Roebuck & Co.

8L Industries
Smithk1line Beckman
Sonat Inc.

Square D Co.
Sundstrand Corp.
Tenneco Inc.

ABC SAVINGS & INVESTMENT PLAN

Investments

December 31, 1988

Number of

__Shares_

10,500
12,000
4,600
7,000
9,000
4,000
5,000
419,005
10,000
2,000
5,000
7,000
7,000
13,000
4,000
18,000
3,000
4,000
10,000
13,500
4,000
9,000
10,000
7,000
10,000
10,000
4,000
8,000
6,500
4,000
10,000
13,000

8,000

9,100
12,000
9,000
10,000
13,100
8,000
13,040
5,000
8,000
8,000

Gost. .

442,124
334,840
106,889
173,518
227,601
86,280
329,532
94,311,722
290,999
303,753
246,465
221,645
196,147
389,946
154,656
293,943
281,727
324,497
285,890
216,113
282,036
270,771
197,997
332,363
350,761
328,231
310,318
283,400
196,566
154,096
301,953
431,243
211,751
308,640
416,270
156,960
363,300
107,736
367,325
409,852
242,295
420,278
326,795

Schedule. 1

o Nalue

$

Market

341,25¢C
378,00¢
106 ,00¢C
238,00¢C
258, 75¢C
77,50¢C
395,00C
151,784,561
253,75C
-341,00¢C
235,62F
231,00C
282,62¢F
412,75¢C
155,50¢
274,50C
295,12¢
353,00¢
292,50¢
232,87F
334,00¢
400, 50¢C
216,25C
311,50C
342,50¢
286,25C
287,50C
290,00(
295,75C
168,00C
277,50C
329,87¢
132,00¢
307, 12¢
289,50¢
155,25
408,75¢C
109,71:
385,00C
377,00¢C
240,00¢
400,00C
391,00¢




Schedule._1 (continued)
ABC SAVINGS & INVESTMENT PLAN
Investments

December 31, 1988

_ Number of Market
Jdentity and description _of issue _.Shares.... o Gost L . _._¥Yalue .
Common Stock {continued):

Texas Industries Inc. 11,273 284,175 377,645
Textron Inc. 12,000 347,465 285,000
( United Technologies Corp. 10,000 414,082 411,250
Varity Corp. 47,000 143,410 136,125
W. R. Grace & Co. 14,000 348,341 364,000
Wang Labs Inc. 20,000 266,111 175,000
Westinghouse Electric 7,000 357,862 368,375
Weyverhaeuser Co. 156,000 368,222 376,875
whiripool Corp. 12,000 — 352,849 ———321,750
Total Common Stock 19,877,770 166,492,294
Preferred Stock:
American President 1,000 N 50,000 89,000
Total Equity Securities 113,827,118 166,551,294
Other Investments:
Bankers Trust Geneialized Employee
Benefit Trust Interim Investment Fund 2,132,519 2,132,519
Funds on Deposit with Insurance Company:
Giroup Anriuity Contracts with Aetna
Life Insurance -.46,877,947 ..46,877,947
Total Other Investments —49,010,466 -.49.010,466
Total Investments $162,938,236 $215,561,760




Assets

Investnants, at market
Equity Secuiities:
Capital Cities/ABC, 1nc.
common stock
Other
Total equity
securities

Other investments:

Bankets Trust Generalized
Employee Benefit Trust
Interim Investment Fund

Funds on deposit with
insurance company

Total other
investments
Total investments

Bue from {(to) participants
Interest and dividends
receivable

", Due from Capital Cities/

-ABC, Inc..

Receivables from sales of
investments

Interfund transfer receivable
{payable)

Total assets

Liabilities_and_Plapn_Equity

Due to former participants

Payable for purchase of
investments

Plan equity

Total liabilities
and plan equity

ABC SAVINGS & INVESTMENT PLAN

December 31, 1988

Combining Statement of Financial Condition

Fund A ~
Capital Cities/ Fund B -
ABC, Inc. Diversified
Common Stock Equity
Tctal Funds | Fund —Fund .
$151,784,561 $151,784,561 $ -
et B 168,733 = 14,766,733
166,551,294 151,784,561 ~14,766,733
2,132,519 1,041,222 1,061,297
46,877,947 - - -
49,010,466 )2 041,222 1,081,297
215,561,760 152,825,783 15,858,030
2,875,333 2,953,940 341,107
422,194 24,577 48,192
417,374 417,374 -

120,187 - 120,187
e T . (986,218) e £139,287)
$219,396,348 $155,235,456 $16,228,21%
$ 2,720,083 $ 1,793,718 $ 303,521
1,296,263 794,486 501,777
215,380,502 L152.,647,252 216,422,921
§a134335435§ $155,235.456 16,228,219

Schedule 2

Fund C
Guaranteed
Income
~..Fund____

_46,817,94;

46,877,947
46,377,947

(419,71¢

349, 42¢

e 101254818
$.47,933,17°

bt b iaid bt T S g

$ 622,844
-A1.310,329

$47,933.173




Assets

Investments, at market
Equity Securities:
Capital Cities/ABC, Inc.
common stock
Other
Total eguity
securities

Uther investments:

Bankers Trust Generalized
Empioyee Benefit Trust
Interim Investment Fund

Funds on deposit with
insurance company

Total other
investments

Total investments

Due from participants

- Interest and dividends
receivable

Bus from (to) Capital Cities/
ABC, Inc.

Interfund transfer receivable
{payablg)

Receivables from sales of
investments

Total assets

Liabilities and Plan_Equity

Due to former patrticipants
Payables for purchases of
investments
Plan equity _
Total liabiitities
and plan eqguity

Total Funds._.

December 3%, 1987

ABC SAVINGS & INVESTMENT PLAN

Combining Statement of Financial Condition

Fund A =

capital Cities/

ABC, Inc.

Common S5tock

rund

Fund B -
Diversified
Equity
Fund__ .

Schedule 2 (continued)

Fund C -
Guaranteed
Income
e Fund

$136,060,065 $136,060,065 $ - $ -
11,122,815 e B8 11,122,747 e i
.1471,182,880 136,060,133 ~Alsl2g. 741 e e
5,212,540 4,429,559 752,981 -
—31.3451,233 e e et e 31,451,233
L.42,663,773 e 228293,998 e d 82,981 37,451,233
189,846,653 140,489,692 11,905,728 37,451,233
1,292,483 1,292,483 - -
365,457 36,891 43,249 285,317
2,031,769 1,714,186 325,758 (8,175)
- 358,489 (549,816) 191,327
173,938 ‘wwmum;:MMﬂ;w 113,938 -
$193,710,300 s143.691.741 $11,898,857 $37,919,702
$ 3,977,236 $ 2,948,356 $ 230,573 $ 798,307
306,491 - 306,491 -
189,426,573 140,943,385 211,361,793 37,121,385
$193,710,300 $143,891.741 $11,898,897 $37.,919,702




ABC SAVINGS & INVESTMENT PLAN

Combining Statement of Income and Changes in Flan Equity

Investment income:
Dividends
Interest
Total investment
income

Appreciation of Capital
Cities/ABC, Inc. commen
stock distributed to
terminated and withdrawing
participants

Net gain on sale of other
common stock

Net increase in unrealized
appreciation of plan
assets

Contributions:
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
valjue

Cash
Total distributions

Change in plan equity

Plan equity:
Beginning of year

End of year

Year ended December 31, 18886

Schedule. 3

Fund A -
Capital Cities/ Fund B - Fund C -
ABC, Inc. Diversified Guaranteed

_ : Common Stock Equity Income

Total. Eunds_ Fund Fund B =1 I«

$ 587,779 $ 82,370 3 505,409 $ -

3,886,479 16,716 62,560 —3,747,203
e B,474,258 .WN~MJ§§4Q§§ 2605989 32 147,203

1,296,099 1,296,099 - =

1,027,944 - 1,027,944 -

e 02957,446 ....6,387,06T 1,570,379 e
14,155,741 7,842,252 3,186,282 __3,741,203
20,674,930 6;610,991 1,487,553 12,576,386

12 186,990 1.2 386,990 — ot

21,861,920 13,797,881, ) s 487,083 12,576,388

106,786 106,786 - -

- 518,889 141,464 _{1,260,353]
42,124,453 —RR21265,908 5,386,308 15,063,236
3,167,098 3,167,098 - -
13,603,426 T2 394,943 —311334,181 4,874,302
16,170,924 10,562,041 1:334,181 4,874,302
..25,953,929 11,703,861 4,061,128 10,188,934
189,426,573 140,943,385 11,361,793 237,121,395
$215,380.502 $152,647,252 $15,422,921 $47,310,328




Combining

Investment income:
Dividends
Interest
) Total investment
income

Appreciation of Capital
Cities/ABC, Inc. commen
stock distributed to

) terminated and with-
; drawing participants

Net gain on sales of
other common stock

Net jncrease (decrease) in
unrealized appreciation
of plan assets

Contributions:
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 distiributions

Change in plan
equity

Plan equity:
Beginning of year

End of vyear

Schedule 3 (continued)

ABC SAVINGS & INVESTMENT PLAN

Statement of Income and Changes in Plan Equity

Year ended December 31, 1987

Fund A -
Capital Cities/ Fund B — Fund C -
ABC, Inc. Diversified Guaranteed
Common ‘Stock Equity Income
Total Funds. _ Fund —.Fund. ... LFund
$ 484,844 $ 79,536 $ 405,308 $ -
32 235,858 1 9., 988 ——-rB,0E8 -.3,136,182
3,720,702 150,524 433,396 3,136,782
1,139,770 1,138,770 - -
1,561,690 - 1,661,690 -
..28,088,133 28,682,485 ~{1.5%4,352) e e
.. 34,510,295 30,972,719 - 400,734 3 1o6 702
15,849,443 7,931,724 2,545,577 5,372,142
6,089,889 _..5,08%,889 e T . ST
21,939,332 4,021,613 s 545,877 ..B,372,142
93,349 93,349 - -

— e 407,941 (545,783) 137,842
56,542,976 45,495,682 —rs 400,528 ..B:646,766
4,534,258 4,534,258 - -
13,202,448 1,419,721 .1:346,769 4,435,958
17,736,706 11,953,879 346,769 4,435,958
38,806,270 83,041,103 ) 083,059 3,210,808
150,620,303 .107,401,682 -10,308,034 32,910,587
§4§§4§2§J§1§ $140,943,385 $11.361,79§ $37.121,3958

et i e e o e bt bt




Schedule 3 (continued)
ABC SAVINGS & INVESTMENT PLAN
Combining Statement of Income and Changes in Plan Equity

Year ended December 31, 1986

Fund A -
Capital Cities/ Fund 8 - Fund C -
ABC, Inc. Diversified Guaranteed
Common Stock Equity Income
Total Funds Fund Fund. . _Fund _
Investment income:
Dividends 3 432,733 $ 77,045 $ 355,688 $ -
Interest —.5,172,428 e 0896, 881 B B 20T —a247,32C
Total investment
income 5,605,161 1,873,926 383,915 3,247,32C
Appreciation of Capital
Cities/ABC, Inc. commen
stock distributed to
terminated and with-
drawing participants 498,230 498,230 - -
Net tender on sale of
American Broadcasting
Companies, Inc. common
stock {net of unrealized
gains at the beginning
of the year of
$78,649,963) 886,103 886,103 - -
Net gain on sales of other
comman stock 1,609,427 - 1,609,427 -
Net increase (decrease} in
unrrealized appreciation
of plan assets -16,166,936 16,403,289 ek 836,353) e
24,765,857 19,761,548 1,756.989 —s2047,32C
Contributions:
Participants 13,670,223 6,172,383 2,246,652 5,251,18¢
Employer 5,741,290 5,741,290 i e e o
Total contributions .. 19,411,513 11,813,613 e R3246,652 .-5.291,18¢
Inteiest on participants’
Toans 59,331 59,331 - -
Participants’ transfers - (12.051.599) ~{1,946,524) 13,898,122
Total 34,236,101 19,682,953 s BB T 221496,83)




Schedule 3 (continued)
ABC SAVINGS & INVESTMENT PLAN
Ccombining Statement of Income and Changes in Plan Equity

Year ended December 31, 1986

Fund A -
Capital Cities/ Fund B - fund C -
ABC, Inc. Diversified Guaranteed
Commoen, Stock Equity Income
Total Funds. ... _.Fund . .. —..kund, e FUNg
Bistributions to terminated
and withdrawing participants:
Capital Cities/ABC, Inc.
common stock, at market
value 6,817,473 6,517,473 - -

Cash ..36,416,108 23,545,257 2..568,536 10,302,263
Total distributions 33,233,519 30,362,730 el 1288, 286 30,302,263
Change in plan equity 1,003,122 (10,679,777) (511,469) 12,194,368

Plan equity:
Beginning of year 149,617,181 118,081,459 10,819,803 28,716,218
End of year $150.620,303 $107,401,682 $10.308,034 $32,910,087




INDEPENDENT_PUBLIC ACCOUNTANTS® CONSENT

we consent to incorporation by reference in Registration Statement No 33-2196 on
Form $5-8 of Capital Cities/ABC, Inc. of our report dated March 24, 1989, relating to
the combined statements of financial condition of the ABC Savings & Investment Plan
{the Plan) as of December 31, 1968 and 1987, the related combined statements of
income ancd changes in plan equity for the years ended December 31, 1988, 1987 and
1686 and the additional schedules included in the Plan’s annual report (Form 11-K)
filed with the Securities and Exchange Commission.

MV;/M/L %éf‘f@

ARTHUR YOUNG & COMPARY

New York, New York
March 24, 1939




Exhibit (28)(b)

To Be Incorporated By Reference Into Form S-8 Registration Statment No. 2-58945

UNDERTAKTINGS

The undersigned registrant hereby undertakes to deliver or cause 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-
ly furmish, without charge, a copy of such report on written request of the
employee. If the last fiscal year 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 last fiscal year will 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
receive 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 liabilities arising under the Securities
Act of 1933 may be permitted to directors, officers and controlling persons of
the registrant pursuant to the foregoing 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 liabilities (other than the payment by the registrant of
erpenses ircurred or paid by a director, officer or controlling person of the
registrant in the 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 is against public policy as expressed in the Act and will be governed by the
final adjudication of such issue.




