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ANNUAL REPORT...1971

The Washington Post

Company

The Washington Post Com-
pany is a growing communi-
cations enterprise that has
expanded from newspaper
publishing to include maga-
zines, broadcasting and

- books:; its operations extend

around the world. The Com-
pany, which made its first
public offering in 1971, is
traded on the American
Stock Exchange.

The Washington Post itself,
the Company’s original base,
is one of America’s major
dailies —the only morning
newspaper in the nation’s
capital and one of its two Sun-
day newspapers. :

The Company publishes
Newsweek, which appears
simultaneously each week in
179 countries. It also pub-
lishes books, which are sold
primarily by direct mail, and
Art News magazine, Amer-
ica's oldest fine arts monthly.

The broadcast operation
consists of three VVHF tele-
vision stations and two AM
radio stations. The television
stations, each affiliated with
a national network, are
WTOP-TV in Washington,
D.C., WPLG in Miami and
WJXT in Jacksonville, Florida.
The radio stations are WTOP
in Washington and WCKY in
Cincinnati.

The Company also owns
85 per cent of Robinson
Terminal Warehouse Corpo-
ration in Alexandria, Virginia
and 49 per cent of Bowaters
Mersey Paper Company
Limited, a newsprint company
in Liverpool, Nova Scotia. The
Company is a partnerin a
joint venture that publishes

- the International Herald

Tribune in Paris and another
joint venture that operates
the Los Angeles Times-Wash-
ington Post News Service.




T0 THE

SHAREHOLDERS

n The Washington Post
Company’s first annual
report since the public
offering of its shares,
we want to welcome those
who have chosen to join us
as stockholders. We appre-
ciate—and share— your confi-
dence in this Company and
we pledge an unremitting
effort to keep the Company
worthy of it. In this letter,
and in the pages that follow,
we believe it appropriate to
accompany a review of
1971 results with a longer-
range examination of the
Company’s activities and
character, its operating
philosophy, its goals and
its prospects.
. First, we are pleased to
report the highlights of the
year’s performance. The
results for 1971 showed
improvement over 1970
despite unusual circum-
stances that prevented an
even better showing. Rev-
.enues in 1971 were $192.7
million, up 8 per cent from
the $178 million reported in
1970. Before extraordinary
items and a special credit,
net income for the year was
$6.8 million, or $1.52 a
share, compared with $5.8
million, or $1.37 a share,
for 1970.

These gains would have
been significantly greater but
for several exceptional
factors. One resulted from
the price freeze. The Post
had planned to increase
advertising rates effective
November 1, 1971, as it
had done on November 1 in
each of the past several
years. Because of the price
freeze, we were forced to
forego more than $1 million
in revenue —and profits —
that the scheduled rate
increases would have pro-
duced. Newsweek incurred
about $1 million of unusual
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and nonrecurring expenses
because of two unrelated
events. First; the magazine
moved all its subscription
fulfillment operations from
Dayton, Ohio, to a newly
established facility in Living-
ston, New Jersey, which
involved substantial moving
expenses and start-up costs.
Second, typesetting and
printing usually performed
for Newsweek by the McCall
Printing Company in Dayton
had to be transferred for
eight weeks in the spring

to other plants due to the risk
of a stoppage posed by labor
negotiations at McCall's.
This prudent action entailed
a costly dislocation. In addi-
tion, Newsweek’'s Book
Division, still in a relatively
early growth stage, incurred
alossin 1971 as the result
‘of heavy investment in pro-
motional mailings for a major
new book series.

As far as we can now see,
none of these adverse fac-
tors will recur in 1972.
With regard to the price
freeze, the Price Commission
has approved not only a
circulation rate increase at
the Post, but also advertising

" rate increases at both the

Post and Newsweek. These
increases, which were amply
justified by additional costs,
enable us to put into effect
the rates we planned before
the price freeze. We believe

- that they put us in a position

that is competitively appro-

- priate. As to the other ad-

verse factors in 1971, we
see no comparable problems
ahead for 1972. Indeed, the
installation of Newsweek's
new subscription fulfillment
facility, which is now com-
plete, is already achieving
significant operational
savings, just as it was
intended to do. Similarly,

the Newsweek Book Division.

Frederick S. Beebe

has begun to reap the
benefits of last year's
sowing; we are anticipating
profitable operations this
year and in the future.

Another factor bearing on
1971 results —in this
instance, a continuing factor
— was a decision to make

two changes in Newsweek's .

accounting methods so that
expenses can be more

_directly related to the

revenues they help to pro-
duce. Under the new pro-
cedures (approved by the
Company’s independent
accountants, Price Water-
house & Co.), magazine
subscription procurement
costs are amortized over the
average lives of the related
subscriptions, and costs of
promoting the sale of books
by direct mail are amortized
over a 12-month period after

they are incurred. Previously,

Newsweek charged these

.circulation and sales costs

to expense as they were
incurred. The effect of these
changes was to increase
1971 income by $681,000.
The Washington Post
Company has built its
success over the years on
a policy of encouraging
talented professionals to
work at the peak of their
abilities and to the highest
possible standards. Each
division is operated indepen-

dently of the others and witt
a considerable degree of
autonomy. This is true to the
greatest extent where it
involves the presentation. of
news and opirion. Super-

ficially, it might appear

advantageous for the Post -
and Newsweek, for example
to share correspondents;
some experimentation years
ago showed this to be a
fallacy and a false economy.
The newspaper and the
magazine each has its
working rhythm, special
needs, sense of pride
and, indeed, even a spirit of
friendly rivalry toward the
other. Thus, Newsweek
maintains one of journalism’
largest Washington bureaus
in the city where the Post
employs one of the largest
news staffs in the nation.
And the Post and News-
week each sent its own
correspondent to Peking
with President Nixon. In the
same way, the Company’s
broadcasting division func-
tions with its own news and
editorial personnel who have
their own perceptions of the
interests of the communities
served by its stations. Thus
WTOP in Washington, for
example, in expressing
editorial views on local and
even national issues, differs
on occasion with pasitions
taken on the editorial page
of the Post.

The emphasis on profes-
sional excellence and
integrity, which has involved
a steady expansion and
upgrading of our editorial
and programmirig resources
is a major reason for the
Company’s extraordinary
growth over the years. The
10-year financial summary
that appears on pages 28
and 29 records the rise in
our revenues from $78.2
million in 1962 to $192.7



million in 1971; that growth
was almest entirely gen-
erated internally, not as the
result of acquisitions. An-
other index of the quality of
the Company’s efforts is the
fact that the Post, News-
week and the broadcasting
division attract more than
their share of increasing
domestic advertising
- expenditures. In 1971 total
: "U.S. advertising outlays rose
to an estimated $20 billion.
While such outlays for
newspaper, magazine and
broadcast advertising rose
by an estimated 4.6 per cent
in 1971, the combined ad-
vertising revenues of the
Company for that year rose
by 8.5 per cent, and the
increases scored by each of
the divisions substantially

exceeded the national growth -

rate for its own medium.
Now we face the challenge
of 'spurring growth of an-
other kind—the growth of
profitability, which, as the
10-year financial summary
shows, has not kept pace
with the rise in revenues.
. Inall candor, that challenge
is posed most forcefully by
the Company’s new role as a
publicly accountable corpora-
tion. It is a challenge that
management at all levels is
eager to meet. \We certainly
do not propose to create
shoddy products as a means.
of improving profit margins,
nor to diminish in any way
the prestige that the Com-
pany'’s divisions have earned
through the excellence of
their performance. We
believe that excellence is not
merely compatible with
profitability but indispensable
toit. But we are rigorously
improving the efficiency of
our operations in all divisions
through a program of cutting
costs, holding them down
and generating new sources
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of income from existing
resources.

However, one important
cost beyond our control is
the steep rate increase pro-
posed by the Postal Service,
which by 1975 would add
more than $3 million to
Newsweek’s annual cost of
second-class postage alone.
The new rates would threat-
en the existence of many
small periodicals and, as

" The New York Times has

editorialized, would thereby
make a free press appreci-
ably less free. With other
leading publishers we are
striving to convince the
postal authorities and, if
necessary, the Congress
that the proposed new rates -
are excessive and damaging.
In pursuing our commit-
ment to greater profitability,
we have strong advantages.
We are emerging from a
period of years of base-
building in which we have

‘'strengthened our manage-

ment and expanded our
physical and creative
resources. The Post, for
example, is in the final stages’
of a $30 million capital
improvement program that
will soon be yielding the fruits
of modernization in almost
every phase of the news-
paper’s operations, including
two new presses with the
capacity to meet our circula-
tion growth. The broadcast-
ing division has largely
completed the spadework of
reorganization and upgrading
in staff and facilities, and

has already begun to show
the benefits in earning
capacity. In Washington, we
are now erecting a new
television tower that will
greatly improve the quality
and reach of WTOP-TV's
signal. And Newsweek, for
another example, is already
producing savings as a result

Katharine Graham

" of its more efficient com-

puterized facility for
subscription fulfillment.
While placing priority on -
profit improvement in our
existing operations, we are
alert to other possibilities of
increasing our earnings. One
is to find new ways to utilize
present resources, as
Newsweek is doing in its
production of television news
inserts for syndication.
Beyond that, we are alert to
opportunities to extend our
reach in the communications
field through acquisition.
Several important changes
were made in 1971 in our
Board of Directors and our
management. To the Board
we added Arjay Miller and
Nicholas deB. Katzenbach.
Mr. Miller, now dean of the
Business School at Stanford
University, was formerly
the president of Ford Motor
Company and remains a

.director of that company

and several others. Mr.-
Katzenbach, formerly
Attorney General of the
United States and Under
Secretary of State, is vice
president and general coun-
sel and a director of Interna-
tional Business Machines
Corporation.

Osborn Elliott, who was
editor of Newsweek from
1961 to 1969, was named
president and chief executive

officer of Newsweek, VInc.At ;

- the end of 1971 John S.

Prescott Jr. joined the
Company as president of
The Washington Post after
many years of newspaper
experience, most recently
as general manager of Knight
Newspapers’ Philadelphia
Inquirer and Philadelphia Daily
News. Mr. Prescott also
became a director of the
Company. Alan R. Finberg,
formerly associate counsel
of General Dynamics
Corporation, joined the
Company as vice president,
general counsel and
secretary. ;

We look to 1972 and .
succeeding years to produce
a substantial rise in the
Company’s fortunes. All of
the Company’s properties
are in vigorous health, and
all of them serve dynamic,
growing markets. Our
program to improve profit
margins, which is already
producing results, should
gain impact from the larger
advertising revenues that
promise to accompany the
general U.S. economic
upturn. To the talented,
loyal men and women of The
Washington Post Company
whose efforts have helped
to bring us this far, we
express our thanks — and
our gratification that they
will share with us the exciting
years ahead.

/WM

Katharine Graham
President

Frederick S. Beebe
Chairman of the Board

March 24, 1972



The Post is read by 60

- per cent of Washington
adults. It is read by every
U.S. Senator and by most
other government legis-

. lators and key executives.

It has a leading national
reputation. The quality of
the editorial staff is a
major factor in its leader-
ship. The Post also
dominates its market in.
advertising linage.

THE WASHINGTON POST

he Washington Post
is by far the dominant
newspaper in its
metropolitan area by
every yardstick — circulation,
advertising and editorial
influence. Its dominance
springs from many factors,
but ultimately from the news-
paper’s editorial excellence.
The paper seeks to make
itself indispensable to the

" daily informational needs of

two overlapping readerships:
the Washington community
as a whole and'those who
make the city a national and
world capital. The success
that the Post has attained in
this twin goal is evidenced
by the fact that it is read
regularly by over 60 per cent
of the adults in the area, and
by virtually every Senator,
95 per cent, of the members
of the House of Representa-
tives and 95 per cent of all’
key government executives.
Washington ranks first in the
nation in newspapers read
per household, and the Post
provides a penetration that
is higher than any other daily
paper in a major U.S. market.
The Post has a national
reputation as well, which was
advancedin 1971 by the
leading position the paper
took in publishing the Penta-
gon Papers and in exposing
government exploitation of
“backgrounders” for news-
men. The Post has also bene-
fited from the growth and"
success of the Los Angeles
Times-Washington Post
News Service, which now
appears in 224 American
newspapers and 113 over-
seas. A recently completed
survey of several thousand
business executives across
the country substantiated
the Post's leadership among
U.S. newspapers in terms of
reputation, quality, influence
and thoroughness of world
and national news coverage.
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Atdailyeditorial conferences

Post stories undergo tough critiques.
This engenders the kind of

quality control that won the Post staff
29 awards for excellence in 1971,
including a Pulitzer Prize.
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The seventh largest U.S. daily
dominates its market —the fastest
growing in the nation. |

Size and quality of editorial
staff are of course major
factors in the Post’s leader-
ship. The news staff of about
290editors, correspondents,
reporters and photographers
includes Post bureaus in
11 news capitals abroad
as well as in New York,
Atlanta and Los Angeles. In
1971 Jim Hoagland, the
Post’s African correspon-
dent, was the winner of a
Pulitzer Prize for his series
on apartheid; other staff
writers won a total of 28
other awards for journalistic
excellence. ’

As a result of such quality,
The Washington Post (which
ranks seventh in circulation
among all U.S. morning
dailies) leads the second
Washington newspaper in
circulation by nearly 70 per
cent daily and over 100 per
cent Sunday. The Post's
current circulation of over
510,000 copies daily and
671,000 Sunday is divided
about equally among the
District of Columbia, Mary-
land and Virginia. The Post is,
in fact, the largest news-
paper in the state of Virginia
and the largest morning daily
in Maryland.

From an advertising stand- -

point the Post is equally
dominant, carrying virtually
60 per cent of all the adver-
tising linage in Washington’s
three newspapers. The
Post’s advertising linage in
1971 was more than 71.3
million lines, an increase of
2.9 million lines over 1970;
in 1971 the Post ranked fifth
in this respect among all
newspapers in the country.
There is every indication

The nine-story, 258,000
square-foot, $30 million
addition to the Post’s
plant and office building
will be fully utilized by
mid-year.

wuﬁhinqmﬁ'

that 1972 will be an even
better year for advertising
than 1971. Continued rapid
market growth will bring
gains in advertising from
present advertisers; an
influx of new retail chain
outlets will assure further
advertising gains. The Wash-
ington metropolitan area is
the fastest growing major
market area in the U.S.

The Post’s nine-story
addition to its plant and office
building in Washington is
scheduled to be in full use by
the middle of 1972. This
addition, along with produc-
tion equipment and refurbish-
ing existing facilities, will
cost approximately $30
million and will add 258,000
square feet of floor space.
The Post has been operating
at close to capacity during
peak periods. The expansion
will provide sufficient addi-
tional capacity to handle
future growth requirements.

Technologically, the Post
is in a favorable situation.
While production costs and

y

Ed Murphy 3
7% millionis along run from nothin’

wages in general have been
high, Washington labor con-
tracts do permit the intro-
duction of new equipment
and the harnessing of new
technology. The Post’s
typographical union agree-
ment provides for use of the
computer for typesetting, for
instance. It provides for high
speed photocomposition
equipment, and has for years
made possible the use of
outside tape. The Post has
been using the computer

and during 1972 will move
up to a larger, better system.
We see considerable potential

TV Channels

for greater efficiency in the
use of our new equipment,
and we will make every
effort to fulfill it.

Management believes that
the Post's 1972 financial
results can exceed 1971
even after absorbing in- -
creased depreciation, oper-
ating and maintenance costs
resulting from the addition
of the new building. We look
for strong and continuing

. gains in both circulation and

advertising as well as steady
editorial improvement in an
already distinguished news-
paper. '
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ewsweek’s financial
results in 1971 were
depressed by rising
expenses, notably
increased postal costs, and
by the two non-recurring
factors described in the
letter to the shareholders.
Yet despite the rigors of a
recession year that buffeted
many magazines, Newsweek
produced striking evidence of
its growing vigor as both an
editorial force and an adver-
tising medium. Gross adver-
tising revenues hit an all-
time high of $75.5 million
compared with $68.8 million
in 1970.-And among all
national magazines, News-
week moved from fifth to
" fourth in advertising pages.
Circulation revenues also
hit an all-time high of $25.3
million against $23.8 million
in 1970. With a domestic
circulation rate base of
2.6 million, Newsweek sold
more subscriptions than
ever before.

This expression of con-
fidence by advertisers and
readers reflects the vitality
of the hewsweekly and the
special qualities of News-
week in particular. The
difficulties encountered by
general mass-circulation
magazines have coincided
recently with the success of
a number of specialized ones
such as Sports lllustrated .
and Golf Digest. The news-
magazine was a “specialty”
magazine long before the
name came into vogue; it

Newsweek’s 1971 covers
reflect a fascinating vari-
ety of journalistic enter-
prise. Often Newsweek
makes news itself in

. newspapers, magazines
and newscasts around
the world: An exclusive
interview with President
Anwar Sadat of Egypt is
a notable example.

performs a highly specialized
service for a mass of.edu--
cated readers who value a
weekly perspective on the
news, reported and analyzed
with verve and insight. The
mass-circulation picture
magazines have proved
vulnerable to the competition
of television for both audi-
ence and advertising. To
newsweeklies, however,
television is a stimulus; TV
news creates awareness of
events and whets curiosity
for the kind of in-depth
coverage offered by news-
weeklies. This is often
reflected in newsstand sales;
during weeks when there is
saturation coverage of news
events on television, News-
week’s sales go up. And the
number of newsmagazine
readers — a breed especially
valuable to many advertisers
—keeps growing. The demo-
graphic mix ofthe newsweekly
readership includes increas-
ing proportions of the
affluent members of the
college and post-college
generations..As this market
grows with the expansion of
our college-educated popula-
tion, so will newsweeklies.
But if the newsmagazine
formis astaple, the execution
still demands vitality and
renewal. It is Newsweek’'s
special cachet to have
breathed new life into the old
mold, qualifying not only for
its advertised claim as “the
world’'s most quoted news-
weekly” but as the most
copied as well. It has won
this distinction with a variety
of innovations, such as enter-
prise reporting, signed °
opinion, flexible new layout
techniques and major in-
depth reports running to
20 pages or more. Perhaps
more important, it has found
the skill to be fair and re-
sponsible without sacrificing
readability, and kept itself

Newsweek goes where the news is—on the Muskie
presidential campaign, to China with President Nixon

or on the travels of Vice President Agnew.
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“The most-quoted newsweekly’ keeps
growing with gross revenues topping
$100 million for first time.

open-minded and alert to
new social and political
phenomena.

In 1971, as always, News-
week’s covers reflected a
fascinating variety of journal-
istic initiative, whether
reporting the emergence of
the hot-pants craze, or the
first large-scale survey
(Newsweek’s own) of how
newly enfranchised 18-year-
olds are likely to vote, or the
slaughter and faminein
Bengal months before the
India-Pakistan war. For the
biggest domestic news break
of the year — President
Nixon’'s announcement of the
wage-price freeze and the
effective devaluation of the
dollar — Newsweek was the
only magazine to carry the
story while it was still news.
Among several prize-winning
stories was ‘“Justice On
Trial,” a 21-page treatment
of the crisis in U.S. criminal
justice. :

. Themagazine made further
progress in 1971 in shaping
its overseas editions to the
special needs and interests
of their readers, most of
whom are foreign nationals:
While basically identical to
the U.S. magazine, the
Atlantic and Pacific editions
carry special features as
well and frequently different
covers. The latest mark of
success of this policy is the
decision to raise Newsweek
International’s circulation
rate base for 1972 by more
than 10 per cent, to
360,000.

The Newsweek Book Divi-
sion, launched in 1968, sold
436,000 books in 1971,
primarily in its “Great Muse-
ums” and “Wonders of Man”
series, and laid the founda-
tion for profitable operations
in 1972. Scheduled for pub-
lication this fall is the first
volume of Newsweek's next "
book series, based on the

writings of six of the Found-
ing Fathers and timed to
coincide with the 200th anni-
versary of the United States.

Despite the continuing
problem of postal costs;
1972 is looking up. Last
year, to combat rising costs,
management launched a
careful review of operations
and instituted a cost-cutting
and cost-control program
under which we have begun
to save at an annual rate of
more than $1 million-all of
it without harming the quality
of the magazine or our ;
efforts in support of it.

We look forward to in-
creased revenues in 1972.
In part they will come from a
B per cent rise in advertising
rates, approved by the Price
Commission, which went
into effect in February. Our
circulation income should
also show healthy gains,
based on a combination of
different pricing policies, an
improving economy and the
tradionally better sales cli-
mate of a presidential year.
Finally, we expect healthy
improvements in our Book |
Division and Newsweek
International. In all, we fore-
see a significantly improved
financial performance in
1972.
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Newsweek’s magazine
operations, from its
editors’ deliberations

to the computerized
facility that assures its
subscription fulfillment,
take place on an essen-
tially weekly rhythm. But
Newsweek also publishes
Art News, the leading
monthly in its field, and
uses its own subscription
lists and direct-mail
expertise to market
books in such highly
successful series as
“Wonders of Man” and
“Great Museums.”
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he Post-Newsweek
stations—three tele-
vision and two radio
stations, all in impor-
tant growth markets —
registered increases in
revenues, earnings and
market sharesin 1971,
despite unfavorable economic
conditions and unusual
regulatory pressures that
besetthebroadcastindustry.
These results reflect a major
overhaul of programming and
staffing undertaken three
years ago. We believe they
will continue with growing
momentum through 1972.

The overhaul of our broad-
cast division grew out of the
conviction that high quality
forms an essential base for
long-range commercial
success and.prosperity. Our
stations seek to strike a
balance between program-
ming that reaches for the
mass audience and diverse,
quality offerings to meet the
tastes and needs of a variety
of specialized audiences.
Each station schedulesa
significantly larger volume of
news, public affairs, specials
and children’s programs —
and maintains higher adver-
tising standards — than any
of its competitors.

In Washington, WTOP-TV
and WTOP Radio — CBS
affiliates — serve one of the
nation’s largest markets
(ninth in size, including the
District of Columbia and
parts of Virginia and Mary-

Post-Newsweek stations
in meeting the tastes of
diverse audiences provide
program variety such as
Eyewitness News, the
Arthur & Company puppet
show, the Doing-Being
children’s fare, and the
“Harambee” Black show,
here interviewing
Congresswoman Shirley
Chisholm.




Post-Newsweek stations ,
produce gains in revenues,earnings
and market shares in’71.

land). While the Washington
market showed a decrease
in billings for 1971, WTOP-
TV experienced an 8 per
cent improvement. The
station’s competitive posi-
“tion should be improved with
the completion in the latter
part of the year of 3.new
1,000-foot tower. WTOP
Radio renders a uniquely
valuable service to the
nation’s capital with its
all-news operation and 50-
kilowatt signal, and has :
steadily accumulated a sig-
nificantly large audience in a
highly competitive market.
The station is expecting a
good profit improvement in
1972. Both stations experi-
enced a 12-day strike in the
opening weeks of 1972 when
operating technicians walked
out, but operations pro-
ceeded smoothly under the
direction of management and
supervisory personnel, and
the work stoppage was set-
tled satisfactorily within fed-
eral wage control guidelines.
In Jacksonville, WJXT-TV
has been for many years a
nationally recognized suc-
cess story in terms of its
overwhelmingly strong news
and editorial leadership and
its advertising strength. It
has consistently been one
of the highest rated CBS
outlets inthe U.S. and is the
strongest news and advertis-
ing medium in its area. The
Jacksonville market, which
includes large sections of
Northeast Florida and South-
- east Georgia, has drawn
unusual national attention
because of its new area-
consolidated government. It
also has become an impor-
tant test market for adver-
tising new products.
WPLG-TV is the ABC
affiliate in Miami, the nation’s
18th market. When the
station was acquired two
years ago it was not a real
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factor in Miami. It has since
been re-programmed and re-
staffed completely, and is
now animportant competitive
force in the market. In a year
in which the Miami market
was off, WPLG-TV showed
an improvement of 23 per
cent in revenue. \

In Cincinnati, WCKY Radio
was purchased two years
ago as part of a package that
included the Miami station.
It is an excellent 50-kilowatt
facility that covers portions
of Ohio, Indiana and Kentucky.
Good revenue improvement
is anticipated in 1972.

Early in 1970 the Post-
Newsweek stations
embarked on a stringent
cost-containment program.
This was particularly critical
in view of the soft economy,
increased labor costs and

rising costs of talent, film and
news coverage. Expenditures
were carefully scrutinized,
and sharp reductions were
effected in many areas. In
addition, considerable reduc-
tion in staff was achieved
through attrition and com-
bining job duties. The sta-
tions are now operating
within strictly budgeted
costs. The success of the
cost-containment effort,
coupled with increased sales,
has enabled us to convert
almost all additional sales
into profits.

WJXT offers Eyewitness
News and Black culture
show, Kutana, a popular
morning program, in
Jacksonville; WPLG
offers news on The Scene
Tonight in Miami.
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AFFILIATED OPERATIONS

he Company holds an
interest in several
ventures that are
closely related to its
newspaper operations. It
owns 85 per cent of the capi-
tal stock of Robinson Ter-
minal Warehouse Corpo-
ration, which conducts a
terminal and warehousing
business in Alexandria, Vir-
ginia. Stevedoring, storage
and transshipment of news-
print for The Washington
Post and other newspapers

account for the greater part
of the activities of this
subsidiary.

The Company owns 49
per cent of the common
stock of Bowaters Mersey
Paper Company Limited, -
located in Liverpool, Nova
Scotia. This company has an
annual capacity to produce
more than 180,000 tons of
newsprint and owns exten-
sive woodlands that provide
much of the mill’'s wood re-
qguirements. Bowaters Mer-

sey Paper Company Limited
is The Washington Post’'s
major source of newsprint.
In 1971 it supplied almast 70
per cent of the Post’'s news-
print consumption, which
accounted for almost two-
thirds of the mill's productive
capacity.

In addition, the Company
participates in a joint ven-
ture that owns and operates
the International Herald
Tribune, an English-language
newspaper published in Paris

s

and distributed throughout
Europe and in portions of
Asia and-Africa. Its circula-
tion has grown from 56,000 .
in 1965 to 114,000 at the
end of 1971. The Company
currently has a 27 per cent
interest in this venture.

The Company owns a
substantial interest in
the major supplier of
newsprint for the Post
as well as the terminal
that stores it in Virginia.




FINANCIAL REVIEW

NETINCOME

Incomefor 1971 was $6,784,0000r $1.52 per share, com-
pared to $5,772,000 or $1.37 per share for 1970. Income
figures are stated before extraordinary items and before
a special credit in 1971. Per-share earnings are fully diluted.
Extraordinary income in 1971 amounted to $387,000 or
$.09 per share. The special credit represents the cumulative
effect of changes in accounting methods on years prior to
1971, and amounted to $4,586,000 after reduction for taxes
on income of $5,068,000. The resulting net income for.1971
was $11,757,000 or $2.64 per share, fully diluted. Extraor-
dinary expenses in 18970 amounted to $853,000, resulting

in net income for 1970 of $4,919,000 or $1.17 per share, :

fully diluted.

Changes in Accounting Methods. In 1871 the Company
changed its methods of accounting for magazine subscription
procurement and book promotion costs so that revenues and
expenses will be better matched. These changes, which are
described below in the: Summary of Accounting Policies, in-
creased income in 1971 by $681,000 or $.15 per share.
If these methods had been applied in 1970, pro forma income
before extraordinary items in 1970 would have been
$5,966,000 or $1.42 per share, fully diluted.

Per-Share Data is based upon the weighted average num-
ber of shares of common stock and common stock equivalents
outstanding during the periods, 4,429,090in 1971 and
3,999,860 in 1970. Shares issuable under stock options
are considered common stock equivalents where the fair
value of the shares was more than the option price during the
period. The number of such equivalents is then reduced by
the number of shares which could have been purchased with
the proceeds from the sale of the optioned shares had the
options been exercised.

Fully diluted per-share data is based upon the assumption
that preferred stock which was converted into shares of
Class B common stock during a fiscal year was converted on
the first day of the year. The weighted average number of
shares used in the computation of fully diluted per-share data
was 4,449,020 in 1971 and 4,205,931 in 1970.

SUMMARY OF ACCOUNTING POLICIES

Principles of Consolidation. The accompanying financial
statements include the accounts of all subsidiaries; signifi-
cant intercompany transactions have been eliminated. The
Company reports on a 52-53 week fiscal year ending on the
Sunday nearest December 31. The subsidiaries, however,
report on the calendar year.

Investments in Affiliates. In 1971 the Company adopted
the equity method of accounting for its 49 per cent invest-
ment in Bowaters Mersey Paper Company Limited. The ac-
companying financial statements have been restated to give

retroactive effect to this change for years prior to 1971.

Other investments in affiliates are also accounted for by the
equity method.

Plant Assets and Depreciation. Plant de{preciatioh is ac-
counted for at annual rates based upon the estimated service
lives of assets, using both accelerated and straight-line
methods for calculating depreciation. Useful lives of 3 to 11
years are used for machinery and equipment, 20 to 50 years
for buildings and 5 to 20 years for land improvements. Lease-
hold improvements are amortized over the remaining lives of
the leases. For assets acquired prior to 1971 depreciation
was calculated on one or another of these methods for finan-
cial reporting purposes.

For all plant assets acquired in 1971 and future years the
Company has adopted only the straight-line method of calcu-
lating- depreciation for. financial reporting purposes. The’
Company believes this change will provide for financial re-
porting purposes a better allocation of depreciation expense
to the period benefited. The change had no significant effect
on income or financial position reported for the periods
presented. Accelerated methods of calculating depreciation
have been and will continue to be used for income tax pur-
poses.

Expenditures for maintenance, repairs and r‘enewals are

. charged against income. Betterments are capitalized. The

cost of assets retired or otherwise disposed of and the re-
lated accumulated .depreciation are removed from the ac-
counts in the year of disposal, and any losses or gains that
result are reflected in the income statement. In connection
with the newspaper plant expansion program now in prog-
ress, provision was made in 1970 for the estimated loss on
assets scheduled to be retired in 1971 and 1972 and for the
related estimated cost of demolition.

Deferred Film and Book Promotion Costs. The broad-
casting subsidiaries are parties to agreements which entitle
them to show motion pictures and syndicated programs on
television. The costs of these rights and the liabilities for
future payments under these agreements are not reflected
inthe consolidated balance sheets. Instead, the costs of these
rights are charged to expense as films are shown, using ac-
celerated amortization rates for motion pictures and straight-

line amortization rates for syndicated programs. Payments

for film rights in excess of accrued amortization are included
n “Deferred charges and other assets” in the consolidated

balance sheets.
In 1970 and prior years book promotion costs were

charged to expense as incurred. In 1971 the Company
changed its accounting method to defer these costs and .
amortize them over the 12-month period following the dates
when the costs are incurred.

Deferred Income. Amounts received from subscribers in
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advance of deliveries are deferred and recorded as income
whendeliveries are made.

In 1970 and prior years all costs in connection with the -

procurement of magazine subscriptions were charged to

_expense as incurred. In 1871 the Company changed its ac-

counting method with respect to magazine subscription pro-
curement costs to defer these costs and amortize them over
the lives of the related magazine subscriptions.

Goodwill and Other Intangibles represent the excess of
the cost of acquiring subsidiary companies over the related
fair values of tangible assets at the dates of acquisition. The
Company considers the “Goodwill and other intangibles” to be

assets of indefinite life and does not intend to amortize them. .

“Goodwill and other intangibles” previously reported at
January 3, 1971 has been increased by $912,000 as a re-
sult of the retroactive application of the equity method of ac-
counting for the investment in Bowaters Mersey Paper Com-
pany Limited. During 1971 agreement was reached with the
Internal Revenue Service concerning allocation of the pur-
chase price of a subsidiary acquired in a prior year, resulting
in an addition of $282,000 to “Goodwill and other intangibles.”

Foreign Operations. For balance sheet purposes foreign

- currency assets and liabilities have been translated into U.S.

dollars at current market rates of exchange, while for income
statement purposes transactions in foreign currencies have
been reported on the basis of average annual rates of ex-
change.

Retirement Plans. The Company and its subsidiaries
contribute to various pension, incentive savings and profit
sharing plans which cover full-time employees who have pre-
scribed periods of service. In general the accrued costs and
liabilities of these plans are currently provided for and fully
funded. Newspaper dealers who have prescribed periods of
service participate in an unfunded Circulation.Dealers Profit,
Incentive Plan, the accrued costs of which are charged to cur-
rent expense; liability under such plan, amounting to
$2,991,000 at January 2, 1972 and $2,638,000 at Janu-
ary 3, 1971, is included in “Other liabilities” in the consoli-
dated balance sheets.

In addition, the Company guarantees minimum retirement

- income benefits.that require supplemental payments to cer-

tain participants in the Company’s profit sharing and news-
paper dealer profit incentive plans. These supplemental pay-
ments, which are not material in amount are charged to
expense as paid.

Total expense under the plans described above was
$2,653,000 for 1971 and $2,673,000 for 1970.

INVENTORIES
The inventories used in determining the costs and expenses
for the periods presented were as follows:
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January 2, - January 3, December 28,

1972 1971 1969
Newsprint . . . ... $1,200,000 $ 557,000 $ 256,000
Magazine paper.. 2,037,000 2,342,000 2,311,000
Booke it aeier 906,000 366,000 342,000
Other materials . . 498,000 454,000 429,000

$4,641,000 $3,719,000 $3,338,000

INVESTMENTS IN AFFILIATES

Bowaters Mersey Paper Company Limited. The invest-
ment in Bowaters Mersey Paper Company Limited consists
of 49 per cent of the common shares. Condensed statements

of financial position and income of that company for 1971 and

1970, stated in Canadian dollars, are set forth below:

CONDENSED STATEMENTS OF FINANCIAL POSITION

December 31
1971 1970

Current assets . . .. . .. ... $13,680,000 $13,260,000
Less current liabilities . . . . . (7,136,000) (7,374,000)
Working capital . .. ....... 6,544,000 5,886,000
Fixed assets,net. ........ 27,162,000 29,681,000
Otherassets............ 495,000 639,000
Long-termdebt . . . . . R (5,208,000) (6,568,000
Other liabilities. . .. . . (5,108,000) (5,362,000)
Shareholders’ equity,

including $4,408,000

and $4,562,000

applicable to preferred

shares:i iai e o iahn $23,885,000 $24,276,000

CONDENSED STATEMENTS OF INCOME

Sales and otherincome. ... $28,193,000 $27,132,000

Costs and expenses . . . . . . 26,129,000 23,949,000
.Income before income
TR b e S L T 2,064,000 3,183,000
lIncometaxes......... .. 1,051,000 1,682,000
Nebiheame S0 st i 1,013,000 1,501,000
Preferred dividend
requirements. . ........ 245,000 255,000 .
Net income applicable to
commonshares........ $ 768,000 $ 1,246,000

As stated above, in 1971 the Company adopted the equity
method of accounting for its investment in Bowaters Mersey
Paper Company Limited. In prior years this investment was
carried at cost. The financial information for prior periods pre-
sented in the accompanying financial statements has been



retroactively restated to reflect the equity method. The effect

of the restatement was to increase retained earnings at De-
cember 28, 1969 by $1,352,000 and increase previously
reported 1970 net income by $14,000. Net income in 1971
was reduced by $26,000 from that which would have been
reported had the equity basis not been adopted.

The investment is reflected in the consolidated balance
sheets as follows:

January 2, January 3,
1972 19721
Cost of investment.......... $8,354,000 $8,354,000
Less amount included in
Consolidated Goodwill . . . :. 912,000 912,000
Equity in net assets at date of '
acquisition. ... ... .. 7,442,000 7,442,000
Increase in equity since date : ;
of acquisitions "l it i 1,392,000 1,397,000
$8,834,000  $8,839,000

Dividends received from Bowaters Mersey Paper Company
Limited are subject to both Canadian non-resident withholding
tax and United States income tax, but the Company has re-
ceived substantially full tax credit against its United States
tax liability forthe Canadian income taxes withheld and deemed
to have been paid.

Other Investments. The Company has a 27 percent in-
terestin ajoint venture for the publication in Paris of the Inter-
national Herald Tribune and a 50 percent interest in a.joint
venture which operates the Los Angeles Times-Washington
Post News Service. Both of these investments are accounted
for by the equity method.

INCOME TAXES AND TAX TIMING DIFFERENCES
The Company adopted the deferral method of accounting
for investment credits in 1971. Under this method, invest- .
ment credits are applied as a reduction of income tax expense
over the depreciable lives of the related assets. These credits
were insignificant in amount in 1971 and 1870.
Incometaxtiming differences arise when income or expense
is reported for financial purposes in a different period than

" for income tax purposes. These differences, depending on

their nature, are reported either as “prepaid income taxes”
(when the cumulative net effect is a greater amount of income
for tax purposes than for financial reporting purposes) or as
“deferred income taxes” (when the cumulative net effect is
an excess of book income over taxable income).

At January 3, 1971 the Company’s accounts reflected
prepaid income taxes of $1,985,000. Principally as a result
of the Company’s change in 1971 in its methods of accounting
for costs of magazine subscription procurement and book
promotion, which produced an accrual of $5,818,000 as
deferred income taxes, the Company’s accounts at January
2 1972 reflected deferred income taxes of $3,891,000.

LONG-TERM DEBT AND RESTRICTIONS
ON DIVIDENDS

Long-term debt consists principally of unsecured promis-
sory notes, many of which require payments each year to
maturity. The amounts due within one year, $797,000 at
January 2,1972 and $3,313,000 at January 3, 1971, are
included in current liabilities. The composition of long-term
debtis: ’

January 3,

PLANT ASSETS :

Plant assets consist of the following:

January 2, January 3,
1972 1971

Land =i e el $ 6,403,000 $ 6,416,000
Buildings ot ans e vansw s 18,2980 14,160,000.
Leasehold improvements . . 2,378,000 2,378,000
Machinery, equipment and

FIXCURESE G o e e s 25,549,000 24,518,000
Constructionin progress .. 16,323,000 , 7,046,000

Less —accumulated
depreciation and

amertizatians ool s (25,796,000) (24,328,000)

$41,115,000 $30,180,000

Depreciation and amortization of plant assets was
$2,436,000in 1971 and $2,776,000'in 1970.

Interest Year of January 2,
Rates Final Maturity 18928 1974
6.95% 1973-1987 $33,000,000 $25,000,000
4.00% 1977 3,205,000 3,480,000
- 5-5.75% 1981 2,625,000 2,825,000
Various —paidin fullin 1971 11,880,000
$43,185,000

$38,830,000

The agreement relating to the 6.95 per cent promissory
notes contains restrictive provisions which relate principally
to the payment of dividends and the redemption or purchase
of the Company’s capital stock. At the respective year-ends,
retained earnings unrestricted by these provisions were
$25,361,000 and $3,030,000. Principal repayments on the
6.95 per cent promissory notes are due as follows:
$1,000,000 in each of the years 1973 and 1974;
$2,250,000 in each of the years 1975 to 1986; and
$4,000,000 in 1987.

The 4 per cent serial promissory notes are payable in Cana-
dian currency in annual installments of $536,000 to April 1,
1977. As security, the Company has pledged its common
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shares of Bowaters Mersey Paper Company Limited.

At January 2, 1972, maturities of long-term debt sched-
uled during each of the succeeding five years were as follows:
1972, $797.000: 1973, $1,797,000; 1974, $1,797,000;
1975, $3,047,000; 1976, $3,047,000.

CAPITAL STOCK AND STOCK OPTIONS

There are two classes of common stock, Class A common.

stock and Class B common stock. In 1971 all the remaining
outstanding preferred stock was converted into Class. B com-
mon stock. In June 1971, a recapitalization plan was adopted

which (1) .authorized 1,000,000 shares of $1 par value pre-
ferred stock in place of the previously authorized $100 par .

value preferred stock, (2) established the number of author-
ized shares of Class A common stock at 1,000,000 and the
number of authorized shares of Class B common stock at
10,000,000 and (3) substituted a par value of $1 per share
for the former $10 per share stated valug of the common
stock and split the issued shares of both classes of common
stock B0 for 1. The Class B common stock has limited voting
rights, including the right to elect 30 per cent of the Board
of Directors. The Class A common stock has full voting rights
“and is entitled to elect the balance of the Board of Directors.
The recapitalization has been given retroactive effect in the
accompanying consolidated financial statements.

In June and July 1971 the Company sold 621,375 shares
of its Class B common stock to the public and to employees
for net proceeds of $15,025,000. Of such amount,
$9,658,000 was used to prepay indebtedness. '

Prior to 1964 the Company granted to certain officers and

key employees restricted stock options to purchase shares
of Class B.common stock at not less than 95 per cent of the
fair value of the shares at the dates of grant, such value having
been calculated in each case according to a formula designed
to yield the fair value of the shares. All of these options were
exercised prior to the public sale referred to above. Options
" exercisedduringthetwo years presented and the option prices

and formula values of the shares at the dates the options.

were exercised are as follows:

Options : Formula Value

Exercised Option Price at Date of Exercise
Fiscal ;
Year Per , BB
Ended Shares Share Total Share. Total .
Jan. 3, $5.00-
1971 233,160 $6.17 $1,252,000 $19.55 $4,558,000
Jan. 2, :

1972 185,880 $5.00 $ 929.000 $19.25 $3,578,000

In 1971 the Company adopted a Stock Option Plan and re-
‘served 350,000 shares of Class B commion stock for options
to be granted under the Plan. The purchase price of the shares
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covered by an option must be equal to their fair market value
on the granting date. Options may be granted for a term of up
to 10 years. At January 2, 1972 there were outstanding
options for the purchase of 275,575 shares of Class B com-
mon stock at a price of $26 per share, and 12,000 shares
at a price of $25.07 per share. Certain of these options were
granted in substitution for Class B common stock equivalents
embodied in deferred compensation agreements entered into
in prior years. None of the options were exercisable in 1971.

COMMITMENTS AND CONTINGENCIES

The Company leases certain properties under agreements
which extend for periods of more than three years and pro-
vide for aggregate annual rental payments approximating
$1,273,000. Certain leases obligate the Company to pay
taxes, insurance and maintenance, and most have renewal
options.

The Company is also contingently liable for payments under
employment contracts and for claims and lawsuits arising in
the ordinary course of business.

In connection with the newspaper plant expansion program,
the Company had commitments of $5,700,000 at January 2,
1972, and $14,100,000 at January 3, 1971, and expected to
commit additional amounts of $3,700,000 and $4,800,000
at the respective dates. .

Under the agreements for the right to use motion pictures
and syndicated programs, the Company was committed to
future payments for such rights of $2,738,000 at Decem-
ber 31, 1971 and $2,483,000 at December 31, 1970, with
$1,348,000 and $984,000 being payable within one year
of the respective dates.

EXTRAORDINARY ITEMS
Extraordinary items consist of the following:

1974 19720

Provision for estimated loss on
retirement of plant and esti-
mated cost of demoalition in
connection with newspaper -
plant expansien, less tax
benefits of $674,000.... .. ..

Provision for loss on expiration of

.'land purchase option, less tax
benefits of $96,000. . ... .. ..

Expenses in defending renewal of
television broadcasting license,
less tax benefits of $93,000 . .

Tax benefit from eharitable
donation of FM broadcast

bacilities s i L ah

$(653,000)
(101,000)
( 98,000)

$387,000
Net extraordinary income (loss) . ‘$387,000

'$(853,000)




CONSOLIDATED STATEMENTS OF INCOME

Fiscal Year
Opdratingirouanges & 0L S S i TR e e
Bosts andiexpeRsegs- ol v UG T g e R QOT

Income fromepeRaONS RS = L o de ol s S T B L R o
Other income (deductions)

Other income (including interest of $845,000 and $1,050,000)........... ..
Other deductions (including mterest of $2,774,000 and . '

3 D B R R e K i e el T S R L e :

Equityinmeaimingsiol aiiliares i =P h i e s G 3 LA g T
Income before income taxes, extraordinary items and specialcredit. .. ...... ..

Income taxes
Clirrently.payablBssssiil s ol o M d i m W R A R e I T g
Deferrads, i addiamsiticra s L A e s LA P e S AN

Income before extraordinary items and specialcredit. . . ................ .. ..
ExtraoraiRa VBB RS SRR el i et v R SR i A L e ST SR
Special credit—cumulative effect on years prior to 1971 of changes

in accounting methods for magazine subscription procurement and

boBk DEEMBEICREOatS Ll i, e TR ST SO R L s ‘

Netincome: & 2 s vy oo b B s R B o AT e

Earnings per common and common equivalent share
Primary
. Income before extraordinary items and specialcredit . .. ..... ... ...,
ExtraohoERUREBRIS Fei 0L et et e e T Pl
SpetiBiCRediBl T x Al ol RS e A L e e e T ey S

Netincomes e o b g, el I A e e e
Fully diluted i
- Income before ext;r‘aor‘dlnary items and special credit . . . . .. kU P e ]

ExtraqroiarBBeIme s b Ne i s Dk e LS R e R R
SpetialiGpathibEs i Bl LiR o e D sl R L L e

Netincome........ 2 e R e DR e SR bR M e el b el

1971

1970
$192,749,000  $178,031,000
177,555,000 164,515,000
15,194,000 - 13,516,000
1,091,000 1,259,000
(3,275,000) (3.494,000)
509,000 499,000
13,519,000 11,780,000
5,698,000 6,811,000
1,037,000 (803,000)
6,735,000 6,008,000
6,784,000 5,772,000 -
387,000 (853,000)
4,586,000 4

$ 11,757,000

$ 4,919,000

$1.52 $1.43
.09 “at2d)
1.04
$2.65 $1.22
$1.52 $1.37
.09 (.20)
1.03
$2.64 $1.17

Pro forma earnings assuming the 1971 changes in accounting methods
for magazine subscription procurement and book promotlon
costs had been applied to 1970

Income befareextraardinary items . . vl v T i e

Peralihl SRR i e e T i S

Per sharessibibeditineaiind" L0 e =it o Tt 18 S0 i HUE o R e

Netifcarme i amsiii s S g ) 0 i e L S T L R

Pebshape=aRaiamn il o s e e s e s L M G I

J Penishape s SlRIEe 1 i o sy b el Bt i G e o

-$ 5,966,000

$1.48

$1.42

$ 5,113,000
; $127°
$1.22
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CONSOLIDATED BALANCE SHEETS

ASSETS

Current assets

Cash and time deposits . .. ................] &St e R A ST

Commercial promissory-notes at amortized cost

which approximates market value . . . . . N R A TR NS Tl

Accounts receivable, less estimated returns,
doubtful accounts and allowances of $2,342,000

anaie ARG S (de R SR N T b e R B LrE s
Inventories, at lower of average costormarket .............. ... ..
Prepaid expensesandother . . . ... ... ... ...... A P e

Investments in affiliates

Bowaters Mersey Paper Company Limited . . ... ... ... ..........
(535 a1 = i S b eIl Cha S PR s L T ol s L

Plant assets, at cost less accumulated depreciation

anc Ot ZatiaRa Ry R Tl S A e i SRR T

Deferred charges and other assets —including
prepaid income taxes of $1,985,000 at

Janary.a T QA M b ik SRR s e ie S e T g R
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January 2, January 3,
1972 1971

10,268,000 9,037,000
15,224,000 11,409,000
19,992,000 19,893,000
4,641,000 3,719,000
2,012,000 1,664,000
52,137,000 45.722.000
8,834,000 8,839,000
1,736,000 1,710,000
10,570,000 10,549,000
41,115,000 30,190,000
37,517,000 37,240,000
4,353,000 6,131,000
$145,692,000 $129.832.000




LIABILITIES AND SHAREHOLDERS' EQUITY

Current liabilities

Accounts payable and accruedexpenses ............c. i
Bividends aaleBlE e i siin e o T ol s TR R A S e D R
Federal and stateincometaxes . .. ................ T R i
‘Contributions due to employee benefit trust funds . . . .. .............
Current portion of long-termdebt . .. . . .. ATk LR N SRS SIS e g

Other HabilitiBs e sip oo 0 e s e e e e B S
Long-term debt . . . .. U e R R L T B e B R e

Deferred subscription income less related magazine
subscription procurement costs of $10,496,000 at

Jantagy e S ERE R B L e e B e S R

Deferredincometaxes............ ... ... ... .. ... ... . ..o,
Minority interest in subsidiarycompany . .. ............... ... ...

Shareholders’ equity
Preferred stock:
$100 par value, authorized 50,000 shares;

5,500 shares issued and outstanding ... .......... S L
$1 par value, authorized 1 ,OQ0.000 Shares /ot bl e e

. Common stock: .
Class A common stock, $1 par value, authorized
1,000,000 shares; 763,440 shares issued and

ali =] o) 4 T e e S G R R R e SO M R

Class B common stock, $1 par value, authorized

10,000,000 shares; 4,304,040 and 3,968,160 shares
issued; 3,993,257 and 3,058,980 shares outstanding . . . . ......

Capital in excess of par value

RetaidediBariRES te T i b8 o i e s U R S NG R S R

Less: Cost of 310,783 and 909,180 shares of Class B

commomstaskcheld i Treastury.. . .5 s TR R

January 2, January 3,
1972 1971
$ 17,368,000 $ 15,388,000
A e 200,000
735,000 1:851,000
837,000 1,994,000
797,000 3,313,000
19,737,000 22,746,000
5,467,000 5,491,000
38,033,000 39,872,000
7,900,000 17,521,000
3,891,000 i
313,000 248,000
B - 550,000
763,000 - 763,000
4,304,000 3,968,000
10,079,000 5,160,000
60,052,000 49,166,000
(4,847,000) (15,653,000)
70,351,000 43,954,000

$145,692,000

$129,832,000
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CONSOLIDATED STATEMENTS OF CHANGES IN FINANCIAL POSITION

Sources of Working.Capital Fiscal Year

Operations ¢
Income before extraordinary items and special credit. . .. .. .. s Rl 12
Charges to income not requiring current outlay of working capital:

Depreciation and amortization of plantassets. ... ........... ... ... .....
Ambrtization ekdeferredfilmieosti e L L en a1 SRR e v
Provisions for deferred compensatlon and Circulation Dealers Profit
s AtCeRbe Blan. Lm0 T e, (I e Ve i SR
Loss on retirement of plant assets ...................................
Income tax timing differences relating to current period deferral of

magazine subscription procurement and book promotlon pOSES g ke
fORRENT Ei's Sre aie e L e e e e A e R s

Working capital provided by operatlons ...............................

Extraonrdinaryitemei nil e i S e IR e ez el i e T R
Charges not requiring current outlay of working capital less
related income taxes of $770,000:.... . ... ... b

SpecialEhedit: Sy e A i L A Sl G T e e T AT A S
Less deferral of magazine subscmpmon procurement costs related to years
prior to 1971 not requiring current outlay of working capital .
Deferred income taxes related to special credit

Working capital provided by operations, extraordinary items and specialcredit .
Incregseimiongstemidebt Ty e sl e diieg o Wien b M LG SRt
Increase in deferred subscriptionincome . . . ... ... ... . SR S ey
Proceeds from issuance of Class B common stock

StoekiOpEIonS oI hsa e s e a I T R s B P

. Public offering and sales to employees . . . . . . Ve Yty R e S )

Newsweek Employees Saving Plan Tr‘ust ................................
@fhgpyibiar s tah Sl it e o U Sl B SU ORI T N e SN G
Uses of Working Capital

Purchase of ; :

I rEaBUPYSEaCKE. S il Daliagl bl e S i) e R s e S R e R

Rlantassers 7ot el ot sty I et RS o RO Rt hie ot SR S R O el

delevisiamtiimpiahts ) ds o i 8 el G a el iR Rotinfl S iae b il e TG

Reduction ofIgng-Eerm dBbEys St el o b & iy poasd b o (0T e A G e 2 bl e
Increase in deferred magazine subscription procurementcosts. ... ...........
Bividends 6n Common and Preferred Stack: o) ity ari s sl U0 ey Sl Auss :
[ther &Gkt e iml e R e By e Xl M PN T B e AR

Net Increase in Working Capital . .. ... . . .. el PR e SR e M B L R

Changes in Composition of Working Capital
Increase (decreasel in current assets ;
Cashant time deposiis - v 5k aak WA s TG N e
Commercial promissorynotes. . . ... ... Dt S I Segin G e U0 PN ik
AscolintsReeeivable ol =i Sl iy =35 e i U A | I e T s e
IAYeRtoRes . o Sl o e it R R Ve e R Sl R s
Prepaidexpensesantaphens: v el 2 e i L IR R el ey T

(Increase) decrease in current liabilities
Accounts payable and accrued expenses . ... ... .. ... S MR L
Account payable associated with prior year acquisition . . . ... ..............
Ehyvidehds payabless i e briei s Dk to e e sl e h TS i St BN
Federaland stateinpametaxes sl v Eaia s bl g W g T e
Contributions due to employee benefit trust funds . . . ........ ... ... ... .. ...
Current portion of long-termdebt. .. ................. ... S G e R i )

“ “Netintrease'it whrkingreanpitali . 27 e e aile i Sl et S oia el w L :
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1971 1970
$ 6,784,000 $ 5,772,000
2,436,000 2,776,000
1,306,000 1,162,000
192,000 923,000
104,000 295,000
750,000
58,000 (79,000)
11,630,000 10,849,000
387,000 (853,000)
754,000
387,000 (99,000)
4,586,000
(9,368,000)
5,068,000 -
286,000
12,303,000 10,750,000
8,222,000 8,101,000
875,000 1,148,000
929,000 1,252,000
15,025,000
58,000
118,000 76.000
37,530,000 21,327,000
530,000 4,071,000
13,748,000 8,343,000
1,449,000 1,027,000
10,061,000 3,228,000
1,128,000
871,000 814,000
319,000 123,000
28,106,000 17,606,000 .
$ 9,424,000 $ 3,721,000
$ 1,231,000 $ 2,645,000
3,815,000 3,943,000
99,000 (936,000)
922,000 381,000
348,000 191,000
6,415,000 8,224,000
(1,980,000) (1,279,000)
1,130,000
200,000 (3,000)
1,116,000 399,000
1,157,000 (627.000)
2,516,000 . (2,123,000)
3,009,000 (2,503,000)
$ 9,424,000 $ 3,721,000




CONSOLIDATED STATEMENTS OF CAPITAL
IN EXCESS OF PAR VALUE,
TREASURY STOCK AND RETAINED EARNINGS

Capital in Excess of Par Value

Balance, beginning of period

Issuance of shares of Class B common stock to holders of stock options . . . .

Sale to public and employees
Conversion of preferred stock

Treasury Stock.

Balance, beginning of period

Fiscal Year 1971 18970
$ 5160,000 $ 3,581,000
744,000 1'019.000
.............. 3,738,000 ;
_______________ 400,000 513.000
37,000 47,000
$ 10,079,000 3§ 5,160,000

Purchases: .. ishld S i N B ok S RO O Sl e T N AT el

Cost of sharessold........ ey el VIR e e Falaicn
Balance endofinebiod . inil ik b i b s e e St o

Retained Earnings

Balance, beginning of period
As previously reported . .. ... ...

530,000
(11,336,000)

$ 15,653,000 $ 11,642,000
' 4,071,000 .

(60.000)

$ 4,847,000 $ 15,653,000

Adjustments to reflect adoption of the equity method of accounting for

investment in Bowaters Mersey Paper Company Limited. ... .........°

A& Pontaten s .y s A o A e e R S R o
Netingemie s ol o s e sl e L, e e Beeori G s N

Cash dividends:

Common stock $.20 per share
Priferredishaglhes st T Bk s G M ey e .

Balnne anb ol aanot [l Sl TR L e R SR e LY

$ 47,800,000 $ 43,709,000

1,366,000 1,352,000

49,166,000 45,061,000

11,757,000 4,919,000

............... © (871,000) (781,000)
. ( 33.000)

$ 60,052,000 $ 49,166,000

OPINION OF INDEPENDENT ACCOUNTANTS

To the Board of Directors
and Shareholders of The
Washington Post Company

\We have examined the Con-
solidated Balance Sheets of
The Washington Post Com-
pany and subsidiaries as of
January 2, 1972 and January
3, 1971, and the related Con-
solidated Statements of In-
come, Changes in Capital in
Excess of ParValue, Retained
Earnings and Treasury Stock
‘andChangesin Financial Posi-
tion for each of the years
thenended. Ourexaminations

were made in accordance
with generally accepted au- .
diting standards and accord-
ingly included such tests of
the accounting records and
such other auditing proce-
dures as we considered nec-
essary in the circumstances.
As described in the accom-
panying Financial Review, in
1971 the Company adopted
the equity method of account-
ing for its investment in Bo-
waters Mersey Paper Com-
pany Limited, begandeferring
both magazine subscription
procurement costs and book

promotion costs and, for all
plant assets put into service
in 1971 and thereafter.
adopted the straight-line -
method of calculating depre-

. ciation and the deferral

method of accounting for in-
vestment credits. -

In our opinion, the accom-
panying consolidated financial
statements examined by us
present fairly the financial
position of The Washington
Post Company and subsidi-
aries at January 2, 1972 and
January 3, 1971, and the re-
sults of their operations and

the changes in their financial
position for each of the years
then ended, in conformity
with generally accepted ac-
counting principles consist-
ently applied, except for the
aforementioned changes,
which we approve.

February 11,1972
Washington, 0.C.
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- TEN-YEAR SUMMARY

Revenues and Income (fiscal year) 1971 1970 1969 1968
Beventiesy «ulcadbiad sl o St e o . $192,749,000 $178,031,000 $169,133,000 $146,597,000
Income from operations ... .. .. ... ... 15,194,000 13,516,000 18,511,000 16,555,000

Pro forma income from operations . . 15,194,000 . 13,925,000 19,654,000 + 17,346,000%
Income before income taxes, extraor- '_ : 3 1
dinary items and special credit . . . . . .. 13,519,000 - 11,780,000 18,484,000 16,038,000
Pro forma ihncome before income i i
taxes, extraordinary items and '
specialeredit it s e il il 13,519,000 12,189,000 19,627,000 16,828,000
Income before extraordinary items : : |
o andispecialioredit: 5 1ok 6,784,000 5,772,000 ~ 8,884,000 7,394,000
Pro forma income before extraor-
dinary items and special credit . . . . 6,784,000 5,966,000 9,389,000 7,743,000
Extraordinary items and special credit, ' : i
net ofincometaxes. ... ........... ' '~ 4,973,000 (853,000) (919,000) —
Netincome........ A AR S e ) - 11,757,000 4,919,000 7,965,000 7,394,000
Proformanetincome ............. 7,171,000 5,113,000 8,470,000 7,743,000

Year End Financial Condition ; g
BUrrentassels 4 W s sl s p g ° $52,137,000 $ 45,722,000 $ 39,498,000 $ 39,130,000
Workingcaphal' ' <l i s v 32,400,000 22,976,000 19,255,000 23,366,000

Totalassers’ ru o e R i 145,692,000 129,832,000 118,457,000 98,243,000
Long-termdebt... .. ... . el 38,033,000 39,872,000 35,000,000 - 24,289,000
Deferred subscription income (net of L

related subscription procurement )
costS tor AG7 MY Lor 2 it dt LT 7,900,000 17:521,000 16,373,000 - 14,257,000
Shareholders’ equity . . ............... 70,351,000 43,954,000 42,561,000 39,950,000
Amount Per Share
Earnings per common and common
equivalent share —primary:
Income before extraordinary items
and'specialcredit ... . . ... B $1.52 $1.43 $2.24 $1.75
. Pro forma income before extraordi-
nary items and special credit . . . 1.52 1.48 2.37 1.83
Extraordinaryitems andspecial credit 1.13 209 e . 7 -
Net income . .. .. .. ENn A S e el e 2.65 1.22 2.Q’I 1.758
- Proformanetincome........... : 1.61 .27 214 1.83
Earnings per common and common
equivalent share —fully diluted:
Income before extraordinary items
andspesial credibyiul s Yl 1.52 1.37 2.06 1.62
Pro forma income before extraordi- :
nary items and special credit . . . 1.52 1.42 217 . 1.69
Extraordinaryitems and special credit 1.12 (::20) {=.289) —
Netineame i i vl R LR R 2.64 o b 7 185 1.62
Pro formanetincome ... ........ 1.61 1.22 1.96 1.69
Dividends per common share . ... .. .. 20 .20 .20

Pro forma amounts assume that the changes in accounting methods for magazine subscription procurement and book promotion costs adopted in 1971 had been

applied to previous years.
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1967 1966 1965 1964 1963 1962

$131,495,000 $122,827,000 - $108,050,000 $96,043,000 $85,514,000 $78,235,000
12,971,000 14,571,000 14,342,000 10,641,000 8,994,000 8,213,000
13,778,000 16,027,000 14,970,000 10,390,000 9,397,000 '9,046,000
12,810,000 14,780,000 14,017,000 10,464,000 8,077,000 6,727,000
13,617.000 16,236,000 14,645,000 10,213,000 8,480,000 7.560,000
6,703,000 7,860,000 7,389,000 5,427,000 4,123,000 : 3,250,000
7,098,000 8,572,000 7,706,000 5,305,000 4,311,000 3,639,000
- ~ ; SR A L - 597,000 569,000
6,703,000 7,860,000 7,389,000 5,427,000 4,720,000 3,819,000
7,098,000 8,572,000 7,706,000 5,305,000 4,908,000 4,208,000
$_32,066‘.ooo $ 34,869,000 $ 29,882,000 $26,512,000 $21,346,000 $20,919,000
18,767,000 18,176,000 14,083,000 ° 13,049,000 10,802,000 11,388,000
91,490,000 92,633,000 82,066,000 74,513,000 67,526,000 60,953,000
24,296,000 ' 26,050,000 24,777,000 26,319,000 27,752,000 27,508,000
12,903,000 . 1’i,’|83,000 9,609,000 8,864,000 7,882,000 7,333,000
37,058,000 36,074,000 29,698,000 23,907,000 19,510,000 15,339,000
$1.49 $1.69 $1.59 $1.20 $1.24 $ 93
158 184 166 118 1.30 1.04

i il = 3 19 g7

1.49 1.69 1.59 1.20 1.43 140
1.58 184 166 1.18 1.49 T2

- 1.38 1.56 1.48 1.07 81 62
1.46 1.1 1.54 1.04 84 .66
) g 2% 2 s S

1.38 1.56 1.48 1.07 93 73

1.46 171 1.54 1.04 96 b

20 20 20 .20 02 02
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CORPORATE DIRECTORY

Board of Directors and Officers
Katharine Graham

Director and President
Publisher of The Washington Post

Frederick S. Beebe
Director and Chairman of the Board
Osborn Elliott

Director and Vice President
President of Newsweek, Inc.

Larry H. Israel

Directorand Vice President
Chairman of Post-Newsweek Stations, Inc.

Nicholas deB. Katzenbach
Director
Mark J. Meagher
DiEector and Vice President — Finance i Graham
Dr. Eugene Meyer || ' .
Director :
Arjay Miller
Director

John S. Prescott, Jr.

Director and Vice President
President of The Washington Post

John W. Sweeterman

Director and Vice Chairman of the Board ;
Alan R. Finberg

Vice President, General Counsel and Secretary

Robert P. Thome

Treasurer

Transfer Agents and Registrars

Morgan Guaranty Trust Company of New York '
New York, New York ; M

American Security and Trust Company. ; : ' Beebe
Washington, D.C. / !

Corporate Offices

1150 15th Street, N.W.
Washington, B.C. 20005

444 Madison Avenue
New York, New York 10022

Annual Meetihg

The Annual Meeting of Stockholders will be
held at 10:00 a.m. on Wednesday, May-10,
1972, in the Georgetown Room of The
Washington Hilton Hotel, 1919 Connecticut
Avenue, N.W., Washington, D.C.

Meyer
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Meagher

Katzenbach Miller
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Thome

Finberg
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