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PART 1

Item 1. Businecss.

The principal business activitics of The Washington Post Company (the “Registrant™) are ncws-
paper publishing (principally The Washington Post), magazine and book publish'ng (principally News-
week) and broudeasting (principally three network-affiliated television stations and two AM radio
stations).

Sct forth below for cach of the Registrant’s last five fiscal years are the amount and percentage
of the Registrant’s consolidated nct operating rcvenues and the amount and percentage of its consoli-
dated income from operations attributable to its three principal lines of businece, Nat aperating reven-
ues are shown before other income (principally interest and cquity in earnings of affiliates), and
income from operations is shown before interest expense, taxes on income and extraordinary items.

Fiscai Year Ended

D her 31, D ber 29, December 28, January 3, mnm? 2,
1967 1968 1969 1971 197 , ;
Net Operating Revenues Amount %  Amount % A Lt % A t % Amount % '
(dollars in thousands)
Newspaper publishing and related L
operations ..., ... ..., 363,404 48 $ 68,150 46 $ 75859 45 $ 79267 44 § 85802 44 -
Mapazine and book publishin i
and related operations .. . 56775 43 63,967 45 79.280 47 79.985 48 86.044 45
Broadeasting ... ..., .. .. . 11316 9 12480 9 13994 8 20,813 11 .
\ UILAS TOO siasser W0 FTENINY 700 35749 00
1 et LRSS RRe=minT e = IS ==
Income from Operations*
\A
i Newspaper publishing and relatzd
Y operatioms . . coecoon 3 9008 65 S 10,295 59§ 11444 8 $ 888) 64 § K705 37 .
Magazine und book publishing
\! and related operstions . ., ... 2,140 16 4,266 28 6515 33 2,584 18 2,738 18
Aroadcasting .. ... ... . ... 2630 19 2,785 16 1,695 L4 2438

§ 13778 100 §17346 100 § 19684 100 $i393%5 T
TETWT oY samn = T = . N
*Years prior to the gcur ended January 2, 1972 have been restated to give retroactive effect to

g:hx:lr:)g;,lq in accounting methods for magazine subscription procurement and book promotion costs adopted
mn .

Reference is made to the description of the Reglstrant’s business activities contained on pages
10-15 of the Prospectus dated June 15, 1971, included in Registration Statement No. 2-40389 under
the Securities Act of 1933 (hercinafter in this report called the “Prospectus”), which pages arc incor-
porated hereln by reference thercto, :

Such description Is supplemented by the information set forth below.

Newspaper Publishing

As reported by the Audit Bureau of Circulations, during the 12-mcnth period ended September
30, 1971, (a) the average paid circulation of The Washington Post was 511,540 daily (up 1.2% from
the preceding 12-month peried) and 677,663 on Sundays (up 1.8%), (b) the averape daily paid
circulation of Washington's two evening newspapers was 301,036 (down 2.4%) and 209,859 (up
0.3%), respectively, and (c) the average paid circulation of the Sunday edition of one of those news-
papers was 328,993 (down 5.3%). The Post's clrculation revenue for the year ended January 2, 1972 ] -
was $14,553,242, up 9% from the preceding fiscal year. T

During the year ended Tanuary 2, 1972, the Post's total advertising lineage increased by 2,900,000 " x .
lines over the preceding year; advertising revenue was $69,533,000 (up 8.5%), and average nei ravenus F
per line was $0.965 (up 3.8%). )
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Magazine and Book Publishing

During 1971 Newsweek's average weckly domestic circulation rate base was 2,f00,000 copics
(29.8% of tae threc leading news raagazines) and its domestic circulation revenues we'e $21,058,131
(up 5.5% from 1970). During the year Newsweek carricd 2,981 domestic advertising pages, repre-
senting 40.3% of thc total pages carried in 1971 by the three leading weekly news magazines as
reported by Publishers Information Bureau, Inc., adjusted to exclude advertising by enterprises affili-
ated with the respective publishers. Newsweek’s gross advertising revenues in 1971 were $67,071,972
(up 10.7% from 1970). In 1971 the international cditions of Newsweek had an average weekly cir-
culation rate base of 325,000, circulation revenuc ui 33,802,821 {(up 1020.) and gross advertising
revenue of $8,241,545 (up 3%); such circulation rate basc has been increased to 160,000 for 1972.

Broadcasting

In 1971 the Registrant’s net operating revenues from television accounted for approximately 88%
of its net opcrating revenues frem broadcasting. Such television net operating revenues, by category
of adveriising, were as follows:

NHONAL « oo vvvvecenrmraarsansnsoroes $ 9,922,230
I I A 6,187,992
NEWOTK o ovvvvcevmnnesnanremnrees 1,968,457
Lo 1T A 238.874

Total ...oovv corriiianin $12,317,553

During 1972 it will be nccessary for the Company's broadcasting subsidiaries to apply to the
Federal Communications Commission for renewal of the license held by television siuiion WTOP-TV in
Washington, D. C., which will expire on October 1, 1972, and the licznses held by television stations
WPLG-TV in Miami, Florida, and WIXT in Jacksonville, Florida, which will expirc on February 1,
1973,

The affiliation agreement between WPLG-TV and the ABC Television Network was renewed
cffective July 2, 1971; its current term will expire on April 2, 1973,

Production and Raw Materiale

In 1971 The Washington Post consumed 144,000 tons of newsprint. In January 1972, ail the
Registrant’s major newsprint suppliers agnounced increases of $3 per ton in the price of newsprint,
to be made effective at various future dates; the increase will bring these suppliers’ prices for newsprint
tc $163 per ton.

Competition

According to figures compiled by Publishers Information Bureau, Inc,, of the 94 “general magazines”
reporied on by that burcau Newsweek ranked fourth in total advertising revenucs in 1971, when it re-
celved approximatcly 5.4% of ali “general magazine” advertising revenucs.

Employees

In Januaty 1972 thefe was a 13-day strike against the Registrant's Washington bropdensting station
by 67 technicians represented by the Internationsl Brotherhood of Electrical Workers. The strike did
fnot cause any interruption in the station’s broadca ting operations,

Por 1971, the total exponse of The Washington Post's circulation dealer profit incentive plan was
$444,000,
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The following Consolidated Statements of Income of The Washington Post Company for the five
fiscal years ended January 2, 1972, have been cxamined by Price Waterhouse & Co., independent
accountants, as set forth in their opinion included clsewhere in this report. These statements should
be read in conjunction with the other Consolidated Financial Statements and related notes included
elsewhere in this report,. Amounts shown for the four years ended January 3, 1971, have been restated
from previously reported amounts to give effect to the equity method of accounting vdopted in the year
ended January 2, 1972 (sce Note 4).

Item 2. Summary of Operations.

Fiscal Year Ended
December 31, December 29, December 28, January 3,  January 2,
1967 1968 1969 1971 1972
(Amounts in thousands except per share data)
Operating revenues ...........ceeevoiraaainn $131,495 $146,597 $169,133 $178,031 $192,749
Costs nnd expenses (note 3) ..........uou... 118,524 130,042 150,622 164515 177,558
Income from operations .................... 12,971 16,555 _ 18511 13,516 15,194
Other income ... ........ s
Interest .....vcvnnvvunnrnnarores e 181 703 908 1,050 845
Other 392 234 491 209 246
Equily in earnings of affiliates (note 4) ...... ___ 638 __ 450 .. 633 .4 509
! JLein a3 2032 1758 1,600
Other deductions ... ....viviiiiinenanein,
Interest .......... b ereree et aa 1,369 1,439 1,624 3,048 2,774
L 403 aes 435 446 501
3 1,772 1,904 2,059 3,494 3218
i Income before incone taxes, extraordinary jtems .
} and speciul credit .......... .00 12,810 16,038 18,454 11,780 13,519
¢ Provision for income taxes (note 5) ......
)“. Cutrent ........... 6,215 9,035 10,135 6,811 5,698
““ Deterred  ......... e PR __(ns) __(39) __(535) ___(803) _Lon
I 6,107 _ 8644 9,600 6,008 6,735
\" Income before cxtraordinary items and special
\ [ 6,703 7,394 8,884 5772 6,784
. Extraordinary items (note 6) ....... ........ — — (919) (£33) 387
M Special credit (notd 2) .......c.hiiiiiinnnn — — e -~ 4,586
v Net income (notes 1 and 2) ................ 6,703 7,394 77,965 4519 11,7857
¢ Preferred dividend requirement ,....... e 78 78 78 -
Net { pplicable to n stock ... §_6628 8 7316 § 7887 $_11,757
EBarnings per common and common equivalent
share (nOte 7) ...oviiuinunennieviininnns
Primary
Income before axtroordinary items and
special credit ............000000. $1.49 $1.75 $1.52
Extraordinary jtems ............ et - .09
Specinl credit ., ....... PN 1.04 '
Net Income ............ SRR TR R $1.75 102 $2.A5 ‘
' Fully diluted A
Income hefore extrnordinary items and
i - wpecinl credit ........ N $1.18 $1.62 $2.06 $1.37 $1.52
H 3 Fxirnordinary Rems ... oveninaen, . — — (21 (.20) 09
i Special eredit ... et o - - -— 1.03
k N Net incomo ...... eeereraa veeere. S8 1,61 H85C TsaT T3ied
g N Pro forma smounts (notes 2 and 7) ..........
. Y Income befors extraordinary items .......... $ 7,098 $ 7,743 § 9389 3 576
Par thare - primary . ...ieiiiiiiiacnna, 1.5 142 2.37 1.48
" Per share—fully diluted ................ 1.46 1.69 217 142
3 Net income 7,094 7,744 8,470 s.113
; Por share—primary ......oc.ovvvnnans, a8 1.83 2,14 1.27
q | Per shure—fully diluted ................ 1.46 1.69 1.96 1.22
, “ Dividends on common utock ......... $ .20 $ .20 $ 20 $ .20 $ 20




4

NOTES TC CONSOLIDATED STATEMENTS OF INCOME

1. In October, 1969, the Company acqutred television station WPLG-TV in Miami, Florida, and
radio station WCKY (AM) in Cincinnati, Ohio. This acquisition was accounted for as a purchase
and accordingly the operations of these businesses are included in the accompanying Consolidated
Siatements of Income [rom the purchase date.

2. 1In the fiscal year cnded January 2, 1972 (“fiscal 19717}, the Company changed its methods of
accounting for magazine subscription procurement and book promotion costs sO that revenues and
expenses will be betier matched. These changes, which are described in the Notes to Consolidated
Financial Statements included elsewhere in this report (see Note A—Summary of Accounting
Policics), increased net income in fiscal 1971 by $681,000 o $0.15 per common and comuion
equivalent share. ‘The special credit in ficcal 1971 is after reduction for taxes on income of
$5,068,000 and represents the cumulative effect of these changes in accounting methods vn peiicds
prior to fiscal 1971 Pro forma amounts shown for the fiscal years 1967-1970 assume that these
changes in methods of accounting for magazine subscription procurcment and book promotion
costs had been retroactively applied. [

3. Depreciation and amortizaticn of plant assets included in costs and expenses for each fs- ' ~ar
is as follows; 1967, $2,231,000; 1968, $2,047,000; 1969, $2,149,000; 1970, $2,776,0 Jd
1971, $2,436,000 (scc Note A-—Summar;; of Accounting Policies).

v ey

4. I 1971 the Company adopted the equity method of accounting for ity 49 per cent investment in
Bowaters Mersey Paper Company Limited (Sce Note A—Summary of Accounting Policies). Net
income in fiscal 1971 was reduced by $26,000 from that which would have been reported had the

equity basis not been adopted. The Consolidated Statements of Income have been resiated to give
retroactive vilect to this change in fiscal 1967-1970. The effect of the restatement was to increase
{decreusy) previously reported net income by $162,000, ($27,000), $224,000 and $14,000 in
fiscal 1967 through 1970, respectively.

5. The Compuny adopted the ~deferral method” of accounting for investmert tax credits in fiscal
1971, The provision for income taxes in fiscal 1971 haas been reduced by investment tax credits of
$5,000 under this method. The Company had no investment tax credit in fiscal 1970 and under
its former method ( “the Nlow-through method™) of accounting for investment tax credits, the {
provision for income laxes has been reduced by investment tax credits aggregating $143,000, !
$66,000 and $36.0G0 in fiscal 1967 through 1969, respectively. )

6. The extraordinury tzms were as follows:

Fiscal Year Ended i
December 28, January 3, Januuty 2, i
1969 1971 1972 Y

Abandonment of architeeturai and cngincering i

plans for projected newspaper building .. .. $(1,947,000) :
Provision for estinited loss on retirement of .

plant and estimated cuat ol demolition in :

connection with pewspaper plant expansion !

D $(1,327,000) 1

M Provision for loss op expiration of laind pur- !
! Chitse OPUOIN Lo e ( 197,000 1
Eapenses in defending renewal of television J

coadeasting Jicense of station acquired in I
TOOY v oo ( 192,000 NN

Less related income taxes on above items ... 1,028,000 £63,000 /

“Tax benctit from charitable contribution of FM ;

broadeast facilities .o § 387,000 :

Total oo e $( 919,000 $( 853,000) $ 387,000 :
T i
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7. Per sharc amounts are based upon the weighted average number of shares of common stock and
common stock equivalents outstanding during the periods: 4,456,740 in 1967; 4,184,160 in 1968;
3,929,220 in 1969; 3,999,960 in 1970; and 4,429,090 in 1971. Shares issuable under stock options
are considered common stock cquivalents where the fair value of the shares was more than the
option price during the period. The number of such equivalents js 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 the
convertible preferred stock outstanding during each of the periods (all of which has been converted)
had been converted into shares of Class B common stack on the first day of each fiscal year. The
weighted average number of shares used in the computation of fully diluted per share amounts was
4,853,580 in 1967; 4,573,740 in 1968; 4,320,600 in 1969; 4,205,931 in 1970; and 4,449.020
in 1071

For the fiscal year ended January 2, 1972, the Registrant changed its methods of accounting for
riagazine subscription procurement and bLook promotion costs, which had been charged to expense as
incurred in prior years. Under the methods adopted in the latest fiscal ycar, magazine subscription pro-
curement costs are being deferred and amortized over the lives of the related subscriptions, and book
promotion costs are being deferred and amortized over the 12-month period after the dates such costs
are incurred, In addition, the Registrant adopted the equity method of accounting for its nvestment in
499 of the outstanding common shares of Bowaters Mersey Paper Company Limited. These changes
were made in order to better match such costs against related revenues and to conform to the require-
ments of Accounting Principles Board Opinion No. 18 issued in March 1971, The changes have been -
approved by the Registrant's independent acocuntants (sce Exhibit 6 to this report). '

The following Consolidated Statcments of Changes in Capital in Excess of Par Value, Retained
Earnings and Treasury Stcck of The Washington Post Company for the five fiscal years ended
January 2, 1972, have been cramined by Price Waterhouse & Co., independent accountants, as set forth
in their opinion included clsewhere in this report. These statements should be read in conjunction with
tbe other Consolidated Financial Statements and relatcd notes included clsewhere in this report.

4




Consolidated Statements of Changes in Capital in Fxcess of Par Value,

Retained Eurnings and Treasury Stock

Fiscal Y=ar Ended ‘.
December 31, December 29, December 28, January 3, January 2,
1967 1968 1969 1971 1972
(Amounts in thousands) i o,
Capital Surplus (Note Q) b by
Baiance, begipung of period .. ... .. $ 2,397 $ 2,631 $ 2,870 $ 3,581 $ 5,160 R
Yeznance of chares of Class B Commoen
Stock
Sale of treasury stnck to pubhc and 1
employees S 3,738 !
Upon exercise of stock options . .. 337 95 387 1,019 744 -
Under compensation ~green ents and
as contributions . 39 144 324
1 Upon conversion of Series L) and E .
' Preferred Stock ... ... ... 513 400 P~
! Cancellation of treasury stock ....... (142) i
| Other . ... . L I -
\ . Balance, erd of penod e $ 2,631 $ 7,870 $ 3,381 §51060 313,079 :
Retained Earnings
| Balunce, b:ginning of period g
i As previously reported .. .. .. $29,314 $30,195 $36,766 $43,709 $47,800
i Adjustments to reflect adeptien of
| the eqiity method of accounting
for invesiment in Bowaters Mersey :
i Paper Company Limited (Note C) 993 1,155 1,129 1,352 1,366 ' S
Ar restated ... ... ... 30,307 31,350 37,895 43,061~ 49,166
]
' Net income ...... .......... .. 6,703 7,394 7,965 4019 11,757
! Cancellation of treasury stock ,.... (4,765)
| Cash dividends:
Ceinmon stock $.20 per share . (817) a7 (721) (781) (871)
L Preferred stock . L (78) (78) (78) (33)
Balance, end of period ... . o $31,350 $37,895 $43,061 $49,166 $60,052
§
: Treesury Stock
| Balance, beginning of perio‘! e $ 2,00 $ 1,999 $ 6,290 $11,642 §15,653
‘ Purchascs R A 5,906 5,217 6,565 4,071 530 .
‘ Cost of shares issuel under compen-
sation agreemenls and as contribu-
tions .. . . (600) (926) (1,213)
Cost of skares sold to pubhc and em-
ployees .. . . ... ... (4G0) (11,336)
Canceliation of treasury stock ....... (5,307)
Bulance, end of period . Lo $ 1999 $ 6.290 $11,642 $15,653 $ 4,847 .
' ]
(Note references are to Notes to Consolidated Financial Statements) .
l !
6
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Item 3. Properties.

Reference is made to the information contained under the heading “Properties” on page 20 of the
Prospectus, which is incorporated herein by reference thereto.

As of the end of the Registrant’s fiscal year ended January 2, 1972, the budgeted cost of the expanded
plant facilities and new office building under construction in Washington, B.C., including construction,
production cquipment, furnishings and renovation of existiug facilities, was $28,160,000, of which
approximately $18,824,000 had been paid.

To improve the quality and range of its broadcasting signal, the Registrant’s Washington television
station is constructing a new transmitting tower to be shared with another Washington station; the new
tower is being constructed on land to be conveyed by the Registrant's station fo a joini venivic o be
formed with the other station. The anticipated capital cost to the Company is $500,000, including the
value of the land.

Item 4. Parents and Subsidicries.

Mrs. Katharine Graham, by virtue of her record and beueficial ownership of 50.12% of the out-
standing shares of Class A Common Stock of the Registrant and her position as Pt :sident of the Registrant
and Publisher of The Washingion Post, may be deemcd to be a “parent” of the Registrant.

The following is a list of the subsidiaries of the Registrant:

% of Vc.ing

Jurisdirticn of Sto 1 Owned

Name of Subsidiary Incorporsiion by !ie_;_i_smm
Newsweek, IIC, «ovvvviiv verataisronsrsaeians New Yourk 100%
Posi-Newsweek Stations, Inc. ..............oovenen Delaware 100%
Pout-Newsweek Stations, Capital Area, Inc. ........ Delawaze 100%
Post-Newsweck Staticas, Florida, Inc, ............ Florida 100%
Postrib COIp. . ..vvvr v Delawarc 50%
Robinson Terminal Warehouse Corporation ......... Delaware 85%
Newsweek, INC.® ..o rveecrvriraioneacriiinenss Delaware 100%

Bowaters Mcrsey Paper Company Limited .., ....... Nova Scotia 49%

*Inactive. ) .

All the subsidiaries listed atove are included in the Registrant’s consolidated financial statements
except (i) Bowaters Mcrsey Paper Company Limited, for which separate financial statements ate omitted
pursuant to clause (2} of paragraph 5 of the Instructions as to Financial Statements under Form 10-K, *
and (ii) Postrib Corp., which ic not a significant subsidiary.

Item 5. Pending Legal ¥ roceedings.

Reference is made to the information set forth under the heading “Legal Proccedings” on pages
20-21 of the Prospectus, which is incorporated herein by reference thereto.

Item 6. Increases and Decreares in Outstanding Securities.

Preferred Stock, Series E:

Shares outstanding 1/3/71 ... oo.oeivuiiiiaarieiin e 5,500
Converted into Class B Common Stock on 2/18/71 oo e (5,500)
Shares outsaanding 1/2/72 «..ooviiovineierininine e 0

e

Class A Common Stock:

Shares outstanding 1/3/71 ....ooiiiireioneriionceneene ' 12,724
Issued 6/22/71 upon 60-for-1 split . ... ...oouieniiiiiiines 750,716
Shares outstanding 1/2/72 «.o.ovviieeivrenens Ceieeaaaes . 763,440

f— - = __
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Class B Coinmon Stock:

Sharcs outstanding 1/3/71 ..o i S0.083
Repurchased from retiring cmployces 1/12/71—-5/18/71 pursuant
10 TEPUICIIZSE AEICCMCNLS « .o vv e e e o {452)
tssued 172971 to Newsweek Employees Savings Plan Trust () (b) 50
Issued 2/18/71 on conversion of 5.500 shares Preferred  Stock, ’
SEHES B (C) oot e ire e 2,500
Issued 3723771 to replace certificate erroncously cancelled in 1970. . 15
Issucd §/28,71 to Frederick S. Beebe upon excreise of restricted
stock OPHOR (2) (D) +.vuv e 3,098
Outstanding 5/28/71 ..o vueimare e §6.104
Issued 6/22/71 upon 60-for-1 split ... ....v v 3,315,446
OQutstanding following split ... oo 3,371,640
. Sold to underwriters 6/22/71(d) ... e 580,000
Sold to employees 7/19/71 [0 1 I 41,375
Reacquired (forfeited) 072771 e (1,200)
Issued 12/8/71 to Art Buchwald in partial satisfaction of obligation ,
. under. deferred compensation agreement @) (€) vveveinniannnn 1,442 '
Shares outstanding 1/2/72 ... cvoviviienr e Cee 3,993,257
Options to Purchase Class B Coamon Stock: o
Shares subject to options outstanding 1/3/71 ..o 3,098
‘ Exercised 5/28/71 it (3,098)
! Shares subject to options granted 6/14/T1 . e 279,700
Shares subject to options lapsed 9/10-1 1730771 o ove i (4,125)
Shares subject to options granted 12/27/710 i ieeieaens . 12,000
Shares subject to options Hutstanding | Wi Y by 2 287,575
NoTes: a
{(a) Excmption from the registration requirements of the Securities Act of 1933 claimed under
Scction 4(2) thercof, on the ground that the issuance of the shares did not involve any .

public offering and the Registrant was adviscd by the purchaser that the shares were
acquired for investment and not with a view to distribution. The stock certificates repre-
senting the securities have been legended and stop-transfer instructions have been given
in connection therewith, No broker, underwriter or finder was involved in the transaction.
tb) At the date of these transaclions there was no nublic market for the Class B Common
Stock; their value was then computed under a formula developed with the assistance of
the Registrant's independent accountants in order to determine fair valuc in the absence
of a public market (the “formula value”). The shares sold on 1/29/71 had an aggregate
formuia value of $57,74C, which was the price reccived therefor by the Registrant. The
shares sold on 5/28/71 iad an aggregate formula value of §3,577,570; the aggregate
! option price thercfor reccived by the Registrant was $929,400.
(c) Exemption from the registration requirzments of the Sccuritics Act of 1933 claimed under (I
Section 3(a)(9) thercof, T
(d) Registered under the Securities Act of 1933 (Registration No. 2-40389). :
(e) lssued pursuant to an agreement with Mr. Buchwald dated July 30, 1971, providing for
the issuance iv him of 2,884 shares in catisfaction of an obligation to pay him $60,000
deferred compensation, half of which shares were to be issued in 1971 and the remainder

in January 1972. The shares issued in December 1971 had an apgregate fair market '. J e
value of $34,608 on the date of issuance. ! <
| . o
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Item 7. Approximate Number of Equity Security Holders.

Number of
Title of Class Record Holders (a)
Class A Common Stock ............... 9
Class B Common Stock .............-. 2,420

(a) As of February 1, 1972,

Item 8. Executive Officers of the Registrant.*

_Namc Ag” Position{s) H:L‘;
Katharine Graham . ....... ......... 54 President; Publisher of The Washington Post
Frederick S. Becbe .. ..... e 57 Chairman of the Board of the Registrant and
of Newsweek, Inc.
= John W.Sweeterman . .........ocvnnnn 64 Vice-Chairman of the Board
) J{ Osborn Elliott . ................c0votn 47 Vice President of the Regisirant; President of

Newsweek, Inc.

Y Aea R Finberg .............. ..., 44 Vice President, Secretary and General Counsel
‘o Paus {. Ignatius** ................. 5t Vice President
Larry HoIsrael ..ot t 52 Vice President of the Registrant; Chairman of
the Board, Post-Newsweek Stations, Inc.
i Mark J. Meagher . ........... ...l 39 Vice President—Finance
John S. Prescott, Jr. ...... Ceeeaes e 44 Vice President; President of

The Washington Post
Robert P. Thome ...... v

*As of January 2, 1972.
* *Terminated January 31, 1972. to

......... 56 Treasurer

No family relationship exists between any of the persons listed above.

Item 9. Indemnification of Direciors and Officers.

. k Article Ninth of the Registsant’s Restated Certificate of Incorporation, which substantially conforms
5 with Section 145 of the Delaware General Corporation Law, provides for the indemnification by the

Registrant of its directors and officers against liabilities and expenscs incurred by them by reason of

/ their being such directors and officers if they shall have acted in good faith in what they reasonably
believe to be the best interests of the Registrant {and, in case of a criminai proceeding, had no reasonable
cause to belicve that their conduct was unlawful); but unless otherwisc detcrmined by a court, no
# director or officer may be indemnified in respect of any procecding brought by er in the right of the

. . Registrant in which he shall be found liable for negiigence or misconduct in the performance of his duty
. : to the Registrant.

Under an insurance policy procured by the Registrant, its ditectors und officers ate indemnificd
against Jiabilities under the Securities Act of 1933 arising out of the public offerng nf shares of Class
B Common Stock of the Registrant made in June 1971

9
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item 10. Firancia! Stctements and Exhibits Filed.
(a) Financial Siatements
As listed in the accompanying index to financial statements.
(b) Exhibits

1.1 — Amendment dated October 19, 1971, to employment agreement between the
Registrant and Paul R. Ignatius dated January 21, 1969.

12 —— Amendment dated February 1. 1972, to employment agrecment between the
Registrant and Paul R. Ignatius dated Janaary 21, 1969,

1.3 — Amendment dated November 15, 1971, to employment agreement between Post-
Newsweek Stations, Inc. and Larry H. srael dated August 12, 1968,

1.4 —Employment  agrcement dated December 6, 1971, between the Registraot and
John S. Prescott, Ir.

1.5 — Amendment dated Drecember 14, 1971, to cmployment agreement between the
Registrant and Mark J. Meagher dated April 21, 1970.

*2.1 — Amendment dated July 14, 1971, to Note Agrecinent between the Registrant and
The Prudential Insurance Company of Am:erica dated May 1, 1968.

*2.2 — Amendment dated Janvary 6, 1972, to Note Agreement petween the Registrant
and The Prudential Insurance Company of America Jated May 1, 1968.

.2 Amended fo:m of Non-Oualified Stock Option under Stock Option Plan.

—Collective barguining agreen.ent eficctive October 1, 1971, between the Registrant
and The Washington-Baltimore Newspaper Guild.

5 —Calculation of carnings per share of common stock (filed pursuant to Instruction
3 to Item 2 of Form 10-K).
6 —Letter from Price Watcrhouse & Co. dated March 10, 1972, with respect to

certain changes in accounting principles or practices (filed pursuant to Instruction
5 to Item 2 of Form 10-K).

*Basic document.
PART 1L
Responses to Part 11 (Items 11 through 15) are umitted pursuant to General fnstruction H 1o Form
10-K. Within 120 days from the end of the fiscal year covared by this Annual Report the Registrant will

file with the Securities and Exchange Commission a definitive proxy statement pursuant to Regulation
14A involving the election of Dircctors of the Registrant.

SIGNATURES

Pursuant (o the requirements of Section 13 or 15(d) of the Secwities Exchange Act of 1934, the
Registrant has duly caused this report to be signed on fts behalf by the undersigned, thereunto duly
authorized.

THE WASHINGTON POST COMPANY
(Registrant)

Frederick S. Beebe
Chairman of the Board
Dated: March 22,1972,
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INDEX TO FINANCIAL STATEMENTS

t .
PAGE
QOpinion of Independent Accountants .. ......... .. ... i e 13
Consolidated Balance Sheets ac January 3, 1971 and January 2, 1972 ... ... 00 14-15
Consolidated Statements of Income for the Five Ycars Ended January 2, 1972 ............ 3
Consolidated Statements of Changes in Capital in Excess of Par Value, Retained Earnings and
Treasury Stock for the Five Years Ended January 2, 1972 ... ... .ot 6
Consolidated Statements of Changes in Financial Posiioa for the Years Ended January 3, 1971 .
and January 2, 1972 ... ... e Vel e 16
Notes to Consolidated Financial Statements ................ .. it iieinionee 0o 17
Schedules for the Years Erded Januarv 3. 1971 and January 2. 1972 .................... 2 ...
V —Property, Plant and Equipment
i VI —Reserves for Depreciation and Amortization of Property, Plant and Equipment
1 VII --Intangible Asscts
XII —Reserves
XVII —Income from Dividends—Equity in Net Profit or Loss of Affiliates
All other schedules have been omitted because the required information is not present or not
present in sufficient amounts to require submission of the schedule, or because the required information
: is included in the consolidated financial statements or notes thereto.
/ L3
‘: Financial statements and schedules of The Washington Post Company (unconsolidated) are cmitted !
i for the following reasons:
i,
"f (a) The Company is primarily an operating company and consolidated financial statements of the
i Company and its subsidiaries are ‘ncluded.
) (b) The aggregate of the minority interest in a subsidiary and indebtedness of that subsidiary
; which is held by outside partles is not material in relation to consolidaed assets, and
i
. Ii {c) All other subsidiarics included in the consolidated financial statements arc wholly-owned, with ‘
k jl no significant debt that is not gusrantecd by the parent, N
1 ‘ﬁ:
lje' 11
!
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Financial statcments and schedules of Bowaters Merscy Paper Company Limited (Bowaters) are
omitted because:

(a) The Company's investment in and advances to Bowaters do not exceed 10% of the total
consolidated assets at January 2, 1972, and

(b) The Company’s equity in net income of Bowaters did not exceed 10% i consolidated net
income for the year ended January 2, 1972,

.
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OPINION OF INDEPENDENT ACCOUNTANTS

To the Board of Directors and Shareholders
THE WASHINGTON PostT COMPANY

We have examined the Consolidated Financial Statements of The Washington Post Company listed
in the accompenying index. Our examinations were made in accordance with generally accepted auditing
standards and accordingly included such tests of the accounting records and such other auditing proce-
dures as we considered necessary in the circumstances,

As described in Notes 2, 4 and 5 to the Consolidated Statements of Income and in Note A to the
Consolidated Financial Statements, in 1371 the Company adopted the equity method of accounting for
its investment in Bowaters Mersey Paper Company Limited, began deferring both magazine subscription
procurement costs and book promotion costs, and for all plant assets put into service in 1971 and there-
after adopted the straight-line method of calculating depreciation auw .te deferral method of accounting
for investment credits.

In our opinion, the above mentioned Consolidated Financial Statements examined by us present
fairly the financial position of The Washington Post Company and subsidiaries at January 3, 1971 and
January 2, 1972, the changes ir their financial position for each of the years then ended and the results
of their operations for the five years ended January 2, 1972 in conformity with generally accepted
accounting principles consistently applied, except for the aforementioned changes, which we approve.

oo, WaliLiomee 2o

Price WaterHouss & Co.

Washington, D. C.
February 11, 1972




THE WASHINGTON POST COMPANY /

CONSOLIDATED BALANCE SHEETS ] /{1
ASSETS /'
AN
January 3, January 2, L
1971 1972 "
Current assets -,
Cash and time deposits ......oovvir i $ 9,037,000 $ 10,268,000 . '
Commercial promissory notas at amortized cost which approxi- '
mates market value ......... et 11,409,000 15,224,000
Accounts receivable, less estimated returns, doubtful accounts p
‘ and allowances of $2,260,000 and $2,342,000 (Schedule XII) 19,893,000 19,992,000 -
Inventories, at lower of average cost or market (Note B) ..... 3,719,000 4,641,000 -
Prepaid expenses and Other ......vvvnvn i 1,664,000 2,012,000 }
; 45,722,000 52,137,000 -
i
Investments in affiliates (Notes A and C)
! Bowaters Mersey Paper Company Limited ............... 8,839,000 8,834,000 ! '
| OHMEE v v vse ettt eaner e aaaeens e 1,710,000 1,736,000 .
| 10,549,000 10,570,000
' Plant assets, at cost less accumulated depreciation and amortiza- ’ B
¢ tion (Notes A and D, Schedules Vand V1) ......... Cerneas 30,190,000 41,175,000 .
Goodwill and other intangibles (Note A and Schedule VID) ... .. . 37,240,000 37,517,000

Deferred charges and other assets
Investment in income producing property, at cost less accumu-

/ lated depreciation of $310,000 and $347,000 (Schedules V
/R and VI) . . i e 1,598,000 1,561,000
. Deferred charges and other assets—including prepald income
' taxes of $1,985,000 at January 3, 1971 (Note E) ........ 4,533,000 2,792,000
6,131,000 4,353,000
1
! f
$129,832,000  $145,692,000 .
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THE WASHINGTON POST COMPANY

CONSOLIDATED BALANCE SITFEETS

LLIABILITIES AND SHAREHOLDERS' EQUITY

January 2,
1471

Curient Jiabilitics

Accounts payable and soorucd SRpenses ... A I R R 14
Dividends payable .................. ... ... .. ....... 200,000
Federal and state income taxes . ....... .. e 1,851,000
Contributions due to employee benefit trust funds (Notes A
and HY o o 1,994,004
Current portion of long-term debt (Note Fy ... .. ... .. 3,313,000
22,746,000
Other liubilitics (Notess A and H) . ....................... 5,491,000
Long-term debt (Note F) ........... .. .. ............. 39,872,000

Deferred subscription income less related magazine subscription
procurement costs of $10,496,000 at January 2, 1972

(Note AY ..., e 17,521,000
Deferred income taxes (Notc E) ......... ... v i n. —
Minority interest in subsidiary company ................... 248,000
Sharshelders’ equity (Note G)

Preferred stock

$100 par wvalue, authorized 50,000 shares; 5,500 shares
issued and ounstanding . ... ..., 550,000
$1 par value, authorized 1,000,000 shares .............. —_

Common stock

Class A Common stock, $1 par value, authorized 1,000,000

shares, 763,440 shares issued and outstanding . .... ... 763,000
Class B Common stock, $1 par value, authoriz:d 10,000,000

shares; 3,968,160 and 4,304,040 shares issued; 3,058,980

and 3,993,257 shares outstanding .................. 3,968,000
Capital in excess of par valuc ....................... Ve 5,160,000
Retained earnings (Note F) ........ ... ... ... ... ... 49,166,000
Less: Cost of 909,180 and 310,783 shares of Class B Common

stock held in Treasury .......... ... vivivinenae, (15,653,000)
" 743,954,000

Commitments and Contingencics (Note I)

$129,832,000

15

January 2,
1972
woar s sy
C U S L ¥ 2 LRIV

735,000 i

837.000
797.000

19,737,000
5,467,000
38,033,000

7,900,000
3,891,000
313,000 /

763,000

4,304,000
10,079,000 .
60,052,000 :
(4,847,000)

70,351,000

Rl i




THI. WASHINGTON POST COMPANY

CONSOLIDATED STATEMENTS OF CHANGLES IN FINANCIAL POSITION Y
Fiscal Year Ended
January 3, January 2, y
1971 1972 3
Sources of working cupitul X
Operations i i
income before extraordinary items and spocial eredit oo e $ 5,772,000 $ 6,784,%0 ¥
Charges to income not requiring current outlay of working capital: |
Depreciation und wmortization of plant assets .....ooovvnenenen e . 2,776,000 2,436,000 .
AMDIUZIIOR OF tsiciied G 058 v, e ) . 1,162,000 1.306.500 i
Provisions for deferred compensation and Circulation Dealers Incentive Plun 923,000 192,0% =
i Loss on retirement of plant assels .. ..o it e Cerae 295,000 104.000 |
Income tax timing differences refating to current period deferral of magazine i
subscription procurement and book promotion €osts ... iiiaens 750,000 E
Other ....... e e e e e 58,000 i
Working capilal provided by operations ........... e e s 11,636,000 \'
5 Extrnordinary flems ... vviiuiiiiei i e R e . 187,600 |
Less charges not requiring current outlay of working cupital: —_—
Abandonment of plant assets ........ veenes 1,327,000 )
Expirstion of Jund purchase option .......... 197,000
Related income taxes .......... PP aneeey l\
(99,000) 387,000 :
Special credit—cumulative cffect on yeurs prior 10 1971 of changes in accounting ly
methods for magazine subscription procurement and book promotion costs .. .. 4,586,000 ‘
Loss deferral of mugnzine subscription procurement costs related to years prioi i
1o 1971 not requiring current outluy of working eapital ................... (9,368,000 1
Deferred income tuxes related to special credit ......ovennn e . \ ,
Working capital provided by operations, extraordinary items and secix) ¢redit 10,750.000 12,303,000 _—
Increase in long-term debt ... 0 e e viees £,101,000 8.222.000 ‘
Incrense in ceferred subscription income ... ... b, 1,148,000 R75,000 |
Proceeds frem Issuance of Class B common stoek: |
Stock options ... 1,252,000 929,000 i
Fublic offering and sales to emgloyeci U e . 15,025.000
Newsweek Employees Savings Plan Trust ... ... e PP i 58.000 \
(0.1 7] N N 76,000 118,000 i
. 21,327,000 37,530,000 \
Uses of working capital
) Purcihuse of
Tresvury stock ......... e i e . 4,071,000 530,000
Plant assets ..o vinna.. e §,343,000 13,744,000
Televiclon Alm rights .. ...... \ 1.027,000 1,449,000 ) i
Reduction of Jongteren debt ., ... oo i 3,228,000 10,061,000 : d
Ircrease in deferred maguzine subscription procurement costs 1,128,000 O
Dividends on Common and Preferred Stock .. ... 814,000 871,000 o
Other .....ooeiinn, T 123,000 319,000 d
17 606,000 38,106.000 | :
Net increase In working capital ...... e PP R ) § 9,424 000 i
Changes in Composition of Working Capital T ! f
Increass (decrease) in current assels : i
Cash and time deposits ... .. e e i aees $ 2645000 A
Commercinl promissory notes ........ P 3,943 000 d
Acconnts recelvable ... 1
Invantories 4. ...... PPN e 3! !
) Prepuid expenses and other ........... e i i
i v \
' (Incrense) decrease in current linbilitles | .
Accounts payable and accrued expenses . ..... e R Ve (1,980,000) il
' Acconnt piyible msociated with prior year ucquisition ............. APV K
Nividend payable ........ e e e e 200 106 \
\ Federal and ‘sate income taxes ... ... e PP 1,116.000
, Contribution due to employes benefit truet funds . e 1.157.000
Current portion of long-term dobt ...........coureviriiiirierinmnreenan, (21230003 _2.510000
—(2,503.000) 2.009.000 '
Net increase in vorking capltal ..., . voii it ciiiniiiiiiiisniiras $ 3721000 9.424.000 °
16 .
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THE WASHINGTON POST COMPANY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

A. Summary of Accounting Policies

Principles of Consolidation. The accompanying financial statements include the accounts ot all
subsidiaries, and significant intercompany transactions have been climinated. The Company reports
on a 52-53 weck fiscal year ending on the Sunday nearest December 31. The subsidiaries, however,
report on the calendar year.

At January 3, 1971 and January 2, 1972, the Company’s equity in the net assets of its con- ] S
solidated subsidiaries exceeded the cost of the investment therein by $9,033,000 and $17,259,000.
These amounts are reflected in the respective consolidated balance sheets to the extent of $9,308,000
8 and $17,534,000 in “Retained Earnings” less $275,000 in “Goodwill and other intangibles.”

] Investments In Affiliates. In 1971 the Company adopted the equity method of accounting for

N | its 49 per cent investment in Bowaters Mersey Paper Company Limited. The accompanying 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.

AR Plant Assets and Depreciation. Plant dcpreciation is accounted for at annual rates based upon
the estimated service lives of assets, using both accelerated und straight-line methods for caleulaing
] depreciation. Useful lives of 3 to 11 years are used for machinery and equipment, 20 to 50 years -
f for buildings and 5 to 20 years for land improvements. Leaschold improvements are amortized :
! ove: the remaining lives of the Ieases. For assets acquired prior to 1971 depreciation was calculated |
P : on one or another of these methods for financial reporting purposes. For all plant assets acquired \
in 1971 and future years the “ompany has adopted only the straight-line method of cul.ulating
depreciation for financial reporting purposes. The Company believes this change will provide for
o \ financial reporting purposcs a better ullocation of depreciation expenses to the period benefited.
The change had no significant effect on income or financial position for the periods presented.
Accelerated methods of calculsting depreciation have been and will continue to be used for income
; 1ax purposes.

Expenditures for maintenance, repairs and renewals are charged against income. Betwrnients
are capitalized. The -ost of nssets retired or otherwise disposed of and the related accumulated
depreciation are reroved from the accounts in the year of disposcl, and any losses or gains that
v result arc reflected in the income statement. In connection with the mewspaper plant expansion
program in progress, 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 Buok Promotion Costs. The broadcasting subsidiaries are puties to ugree-
ments which entitle them to show motion pictures and syndicated programs on television. The
Co \ costs of tliese rights and the liabilities for future payments under these agreements are not reflected
in the balance sheets. Instead, the costs of these rights are charged to expense as films are shown,
] ! using accelerated amortization rates for motion pictures and straight-line amortization rates for syndi-

. \ cated proprams. Payments for film rights in excess of accrued amortization are included in “Deferred ‘
N i charges and other assets” in the Consolidated Balance Sheets. .
v ' Tn 1970 and prier years book promotion costs were charged to expense as incurred. In {971 the .

Company chunged its accounting method to defer these costs and amortize them over the twelve- U
month period following the dates when the costs are incuered.

T

Deferred Income. Amounts received from subscribers in advance of deliveries are deferred and i
reeorded as income when deliverics are made to subscribers.

17
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

In 1970 and prior years all costs in connection with the procurcment of magazine subscriptions .
were charged to expense as incurred. In 1971 the Company changed its accounting method with E
respect to magazine subscription procurement costs to defer these costs and amortize them over
the lives of the related magazine subscriptions.

Goodwill. “Goodwill and other intangibles” represent the excess of the cost of acquiring sub-
sidiary companics over the related fair values of tangible assets at the dates of acquisition. The
Company considers die * Goodwiii and viber intangibics” iv be asscts of indefiaite lifc and doos not
intend to amortize them

“Goodwili and other intangibles™ previously reporiud at January 3, 1971 has been increased p
by $912,000 as a result of the retroactive application of the equity method of accounting for the
investment in Bowaters Mersey Paper Company Limited. During 1971 agreement was reached with
the Internal Revenue Service concerning allocation of the purchase 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 tiunslated into U. . dollars at current market rates of exchange, while for ircome statemen’, ‘
| purposes, transactions in forcign currencies have been reported on the basis of average annual rates

of exchange.

. ' Retirement Plans. The Company and its subsidiarics contribute to various pension, incentive \
savings and profit sharing plans which cover full-time cmployees who have prescribed periods of
scrvice, In general, the accrued costs and liabilities of thesc plans are currcntly 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 current expense.

In addition, the Company guarantces minimum retirement income benefits that requirc supple-
, mental payments to certain participants in the Company's profit sharing and ncwspaper dealer profit
incentive plans. These supplemental payments, which arc not material in amount, are charged to
expense as paid.

v B. Inventories

; The inventorics used in determining the costs and expenses for the two years ended January 2,
) 1972 were as follows:

| Dcce‘ngﬂ;;r 28, I anl‘:.g{ 3, Janlu;% 2,
! Newsprint ... .......ooovnn.... $ 256,000 $ 557,000 $1,200,0G0
Magazine paper .. ... 2,311,000 2,342,000 2,037,000
. Books .. ... 342,000 366,000 906,000
! Other matetials . ............... 429,000 454,000 498,000
$3,338,000 $3,719,000 $4,641,060

C. Investments in Affiliates

Bowaters Mersey Paper Company Limited. The investment in Bowaters Mersey Puper Company }
\ Limited consists of 49 per cent of the common shares. Condensed statements of financial position ! !
' and income of that company for 1970 and 1971, stated in Canadian Dollars, are set forth below:

X
!
o
"
s

B )
9 UL

18

pow—Smr

-4




- - - e

-

i
|

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

Dccember 31,

Condenscd Statements of Financial Position 1970 1971
CUrrent @sSets ... oo vve v ennnsonns $13,260,000 $13,680,000
Less current liabilities .. ........... ... .. (7,374,000) (7,136,000)
e 5,356,000 6,534,000
Fixed assets, Net . .. coovvrievnannrvrren 29,681,600 27,162,000
Other assets .........c..coovivennivarnen 639,000 495,000
Longterm debt ................. e (5,568 000) (5,208,000
Other liabilitics ...............c.coviin. (5,362,000) (5,108,000;
Sharcholders’ equity, including $4,562,000 and ‘

$4,408,000 applicable to Preferred Shares .. $24,276,000 $23,885,000

Condensed Statements of ITncome

Sales and other income ... ................ $27,132,000 $28,193,000
Costs and expenses . ..........c.cvuveens 23,949,000 26,129,000
Income before income taxes ............... 3,183,000 2,064,000
INCOME aXES .. .vvvvvvononunrnoonnnanns 1,682,000 1,051,000
NEt HCOMIE o0 v v e vrvrevtocrrsarsnsrsns 1,501,000 1,013,000
Preferred dividend requirements ............ 255,000 245,000
Net income applicable to common shares ... .. $ 1.246,000 $ 768,000

In 1971 (see Note A and Note 4 to the Consolidated Statements of Income) the Company
adopted the equity method of accounting for its investment in Bowaters Merscy Paper Company
Limited. In prior years this investment was carried at cost. The financial information for prior
periods presented in the accompanying financial statements has been retroactively restated to reflect
the equity method. The restatement increased previously reported retained earnings at December
28, 1969 by $1,352,000. The investment is reflected in the Consolidated Balance Sheets as follows:

J 3, J 2,
ot “lo73

Costofinvestment . ............oooevreenns $ 8,354,000 $ 8,354,000

Less amount included in Coasolidated Goodwill 912,000 912,000

Equity in net assets at date of acquisition ., ... 7,442,000 7,442,000
Increase in equity in net asscts since date of

aequisition ... ... e iirenans 1,397,000 1,392,000

$ 8,835,000 ¥ 8,834,000

Dividends teceived from Bowaters Mersey Paper Company Limitzd are subject to both Canadian
non-resident withholding tax and United States income tax, but the Company has received sub-
stantially full tax credit against its United States tax liabilitv for the Canadian income taxes with-
held and deemed to have been paid.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

Other Investments. The Company has a 27 per cent interest in a joint venturc for the pub-
lication in Paris of the International Herald Tribune and a 50 per cent interest in a joint venture
which operates the Los Angeles Times-Washington Post News Service. Both of these investments
arc accounted for by the equity method.

D. Plant Assets
Plant asscts consist of the following:

January 3, January 2.
1971 1972
Land . .. e $ 6,416,000 $ 6,403,000
Buildings .......vevvvceneniiaeineen 14,160,000 16,258,000
Leasehold improvements ............. 2,378,000 2,378,000
Machinery, equipment and fixtures ..... 24,518,000 25,549,000 '
" Construction in Progress .............. 7,046,000 16,323,000 \
| . Less—accumulatcd depreciation and am- 1
, OMtiIZALION . ..ot vvv e eenes (24,328,000) (25,796,000) |
]
' $ 30,190,000  § 41,115,000 i

E. Income Tax Timing Differences .

| Income tax timing diffcrences arise when income or cxpense is reported for financial purposes
in a differcnt 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 incomic taxes” of $3,891,000.

F. Long-Term Deht and Restrictions on Dividends »
' Long-term debt consists principally of unsecured promissory notes, many of which require f
i payments each year 1o maturity. The amounts due within onc year, $3,313,000 at January 3, 1971 ‘
and $797,000 at January 2, 1972, are included in current fiabilities, "he composition of long-term

‘ debt is:
January 3, January 2,
' Interest Rates Final Maturity 1971 1972
' 695% ...vniiiiien Lo 1973-1987 $25,000,000 $33,000,000
)
400% ....iiiiiias 1977 3,480,000 3,205,000
8AT75% .ouiiininnaan 1981 2,825,600 2,625,000
Varicus-—paid in full in 1971 . ..... 11,880,000
$43,185,000 $38,830,000

The agreemest relating to the 6.95% Promissory Notes contains restrictive provisiors which
l ’ relate principally to the payment of dividends and the redemption or purchase of the Company's

20 : i




NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

capital stack. At the respective year-ends, retained earnings unrestricted bv these provisions were
$3,030.000 and $25,361,000. Principal repayments on the 6.95% Promissory Notes are due as
B foll_. . 51,000,000 in each of the years 1973 and 1974; $2,250,000 in cach of the years 1975 to
) 1986; and $4,000,000 in 1987,

The 4% Secrial Promissory Notes arc payable in Canadian currency in annual instaliments of
. $536.000 to April 1, 1977. As security the Company has pledged its common shates of Bowaters
Mecrscy Paper Company Limited.

At January 2, 1972 maturities of long-term debt scheduled 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.

£ G. Capital Stock and Stock Gptions .

There are two classes of common stock, Class A Common Stock and Class B Common Stock. 2 -

# In 1971 all the remaining outstanding Preferred Stock was converted into Class B Common Stock. :
# In June 1971, a recapitalization plan was adopted which (1) authorized 1,000,000 shares of $1 par
value Preferred Stock in place of the previously authorized $100 par valuc Preferred Stock, (2) es-
¢ tablished the number of authorized shares of Class A Common Stock at 1,000,000 and the number
1 of authorized sharcs 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 value of the common stock and split the issued sharcs

of both classcs of common stock 60 for 1. The Class B Common Stock has limited voting rights, in- :
cluding the right to clect 30 per cent of the Board of Dircctors. The Class A Common Stock has full ¢
voting rights and is entitled to clect 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 ce.:ain employees for net proceeds of $15,025,000. Of such amount, $9,658,000 was used
to prepay indebtedness. k.

-

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 Cates of grant, such value baving been calculated in cach case according to a formula !
designed to yieid the fair value of the shares. All of these options were exercised prior to the public s
sale referred tc above. Options exercised during the two years presented and the option prices and
formula values of :he shares at the dates the options were ex2reised are as follows:

Options Exercised Formula Value
Fiscal Option Price At Date of Exercise
Year Ended Shares Per Share Total Per Share Total

January 3, 1971 ... 233,160 $5.00—$é.17 $1,252,000  319.55 $4,558.000
January 2, 1972 ... 185,680 $5.00 $ 929,000 $19.25 $3,578,000

In 1971 the Company aclopted a Stock Option Plan and reserved 350,000 shares of Class B !
Common Stock for options to be granted under the Plan. The purchase prize of the shares covered )
by an option must be equal to their fair market value on the granting date. Options may be yranted
for a term of up to ten years. At January 2, 1972 thers were outstanding options for the
purchase of 275,575 shares of Class B Common Stock «t a price of $26 per share, and 12,000 i
shares at a price of $25.07 per share. Certain of these options were granted in cubstitution for Class 1
B Common Stock equivalents embodied in deferred compensation agreements entered into in prior N
years, None of the options were exercisable in 1$71. -
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-~(Continued) .

When an option is exercised, the par value of the shares issued is credited to the Class B I
Common Stock account and the excsss of the option price over the par value is credited to capital L
in excess of par value. No charges have been made to income in accounting for stock ontions.

S

Retirement Plans

Liability under the Company's Circulation Licalers Profit incentive Plan (sec WNoic Aj, aincunt-
ing to $2,638,000 at January 3, 1971 and $2,991,000 at January 2, 1972, is included in “QOther
liabilities” in the Company’s Consolidated Balance Sheets.

Total expense under the Company’s retirement plans (see Note A) was $2,673,000 for 1970
and $2,653,000 for 1971,

1. Commitments and Contingencies . \

The Company leases certain properties under agreements which extend for periods of more than
thrce years and provide for aggregate annuai reatal payments approximating $1,273,000. Certain
N 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 conncction with the newspaper plant expansion program, the Company had commitments of
| $14,100,000 at January 3, 1971 and $5,700,000 at January 2, 1972 and expected to commit addi-
| tional amounts of $4,800,000 and $3,700,000 ai the respective dates.

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

3. Supplemeniary Profit and Loss Informstion
The following items have been charged to costs and cxpenses:

Fiscal Year Eaded
January 3, January 2,
1971 197?
o Maintenance and repairs .. ... ieie e $1,086,000 $ 937,000 i
\ Taxes other than income taxes:
" PrOPery ...ooooovveener-. T . 782,000 820,000
, Payroll ............00iniinnnn P .. 1,703,000 1,995,000
' Other ........ e e e P 64,000 117,000 i
Rents ............. e e 2,257,000 2,762,000
Koyalties (amortization of television film coss) ....... 1,162,000 1,306,000

There were no management pnd service contract fecs for the above periods.
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THE. WASHINGTON POST COMPANY
SCHEDULE V—PROPERTY, PLANT AND EQUIPMENT

SCHEDULE V

Column A Column B Cotumn C Column D Column E. Column F
Balanze at Balance at
heginning of Additions Retirements end of
Classification peri Bt cost or siles Other
Year Ended Januazy 3, 1971
Plant Assets
Muchine? equipment and fixturcs 523 686,000 § 2,204,000 $ 1,272,000 § (100,000)(A) $24,518,000
improvements 171 0 000 735,000 67,000 2,378,000
Buildings . 14 646 000 51,01 (537,000)(A) ,160,000
Commlctlo 1,851,000 5,353,000 (158,000) (A) 7,046,000
LD 2488000 T 3,928,000 (B 6,416,000
73381000 8,343,000 1,339000 3,133,500 54,518.000
Other Asscts
Bullding 844,000 (24,000)(A) 820,000
Land ., 5,050,000 (34,000)(A)
(3,928,000)(B) 1,088,000
393,600 . 385, ; 508,000
§50,273,000 $8343,000 FI39.000 § (853 426,
e poaiatis
Year Ended Jasuary 2, 1972
Plant Asscts
Machmelz' oquipment and fixtures . $24,518,000 §$ 1,170000 § 786000 § 647‘000 (C) (D) $25,549,000
Leasehol tmprovemmu vers 2,378,000 221,000 210,000 00) (E. 2,378,000
Buildings .............. 14,160,000 35,000 76,000 2 139 000 (C )(D) 16,258,000
Connmctlon ln pfugren 7,046,000 12,322,000 (3,045,000} (C) 323,000
,,,,,,,, 6,416,000 _(13,000)(D)
37,378,000 15,728,000 1,072,000 (283,000)_ 6,911
Other Assets
Bullding ................ e P §20,000 820,000
Land ..ooovirvineniiiiniiiniiiisiaiin, 1,088,000 1088000
56,476,000 SILTHO0 S TOEG00 § @EL00) $58.819,000
(A)

Abandonment of plant assets including rescrves for cost less accumulated depreciation of assets to be
retired in 1971 and 1972 ( $20,000 and $432,000) in consection with the

newnpnp:mf‘nnt ¢xp.m|lcm program. (Schedule Xll)
Cost of | ed with construction project.

Conts of complited wnlmlcllnn transferred to eelated accounts.

Adjustment 1 purchase cost of Robinson Terminal Warehouse Corp. assets result]
Internal Revznu:l Service (Equipment $69, 00(0 s:;d Buildlnf $184,000). (Sched

from settlement with
vinp




THE WASHINGTON FOST COMPANY

SCHEDULE VI—RESERVFS FOR DEPRECIATION AND
AMORTIZATIGN OF PROPERTY, FLANT AND EQUIPMENT

SCHEDULE V1

Column A Colunn B Column C Column D Column F
Additions Deductions
Balance at Charged tn Retirements, Balance at
beginping of profit and renewals and close of
Description erind Toss replacements perlod
Year Ended January 3, 197)

Plant Asscts
Machinery, equipment and fixtures . ...........o oo aess $15,934.000 $2,022,000 $1,725,000 $16,831,000
Leasehold improvements 539,600 231,000 31,000 739,000
Buildings ceeas 6,281,000 523,000 46,000 6,758,000
22,754,000 '2,776,000 1,202,000 24,328,000

Other Assets
Building ........ PR P e 309,000 42,000(A) 41,000 310,000
$23,063,00 $2,818,000 $1,243,000 $24,638,000

Year Ended January 2, 1972

Plant Asscts
Machinery, equipment and fIXEUres . .........o it ... $16,831,000 31,815,000 $ 632,000 $17,964,000
Leasehcld improvements ... ... e 739,000 250,000 210,000 779,000
Buildings .............. e PRI 6,758,000 371,000 76,000 7,053,000
T2a32e 0 2,436,000 TE8000 25,796,000

Other Assets
Building .......... PN e PP . 310,000 37,000(A) 347,000
$24,638,000 $2,473,000 3 968.000 $26,143,000

(A) Charged to “Orher deductions”,




THE WASHINGTON POST COMPANY

SCHEDULE VII—INTANGIBLE ASSETS

SCHEDULE VII

Cobumn A Column B Column C Column D Column F
Balance at Charged to Balance at
beginning of profit close of
Description period Additions and loss period
Year Ended January 3, 1971
Goodwill and other intangibles . ... .. .. .. $37,025,000(A) $37,025,000
Leasehold interest e 217,000 S 2,000(B) 215,000
I Land purchase option 197,000 197,000(C)
‘ '$37,439,000 519,600 §37,240,000
|
B Year Ended January 2, 1972
Goodwill and other intangibles . .. $37,025,000 $282,000(D) $ 10,000(E) $37,297,000
Leasehold interost 215,000 11,000(F) 6,000(B) 220,000
$37,240,000 $293.0600 $ 16,000 $37,517,000
(A) Previously reported . ... ..........ureniraaia s $36,113,000
Adjustment 1o equity method of ing for i in
Mersey Paper Company Limited . ......... ..................... 912,000

Adjusted balance

{B) Amortization of Jeaschold interest.
(C) Expiration of land purchase option.
(D) Adj of d goodwill of Robi Terminal Wareh Corp. as result of scttle-

! ment with Internal Revenue Service. (Schedule V)
) (B) Charitable donation of FM broadcast facilities.

{F) of i




THE WASHINGTON POST COMPANY

SCHEDULE XI!—RESERVES

SCHEDULE XN

Balance at Charged to Deductions Balance at
beginning of profit from close of
Description period and loss Teserves period
Year Ended January 3, 1971
Allowance for doubtful accounts and retums $1,193,000 $2,126,000 $1,674,000 $1,645,000
Allowance for ad ing rate adj and 610,000 999,000 994,000 615,000
1,803,000 3,125,000 2,668,000 2,260,000
Provision for esti loss on reti of plant and esti d cost
of ition thereon in ion with paper plant expan-
- sion program ... 1,095,000 1,095,000
&
$1,803,000 $4,220,000 $2,668,000 $3,355,000
Year Ended January 2, 1972
Allowance for doubtful accounts and returns .......... ... $1,645,000 $2,482,000 $2,476,000 $1,651,000
Allowance for advertising rate adjustments and discounts ......... 615,000 1,166,000 1,090,000 691,000
2,260,000 3,648,000 3,566,000 2,342,000
Provision for estil d loss on reti of plast and esti d cost
of ition thereon in ion with paper plant expan-
SION PIOBIAIM ... iemeiansrinn e i e 1,095,000 588,000 507,000
$3,355,000 $3,648,000 $4,154,000 $2,849,000
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SCHEDULE XVII

THE WASHINGTON POST COMPANY

SCHFDULE XVII—INCOME FROM DIVIDENDS—EQUITY IN
NET PROFIT OR LOSS OF AFFILIATES

Fiscal Year Ended
January 3, January 2,
1971 1972
Cash Dividends:

Bowaters Mersey Paper Company Limited ... .cccovreenrrrinenons $489,000 $510,000

Equity in net profit or (loss) for the period
Bowaters Mersey Paper Company Limited .. ..cvvvnrorieiiieaannn $504,000 $484,000
Other IDVESIMENRLS ... vovveneocnsrrvreerrnes P I $ (5,000) $ 25,000
Tot™) oocvvnonens J R R R $499,000 £509,000
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