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FINANCIAL HIGHLIGHTS

(in thousands, except per share amounts) 2008 2007 % Change
Operating revenue $ 4,461,580 $ 4,180,406 + 7%
Income from operations $ 174,208 $ 477,016 - 63%
Net income $ 65,722 $ 288,607 - 77%
Diluted earnings per common share $ 6.87 $ 30.19 - 77%
Dividends per common share $ 8.60 $ 8.20 + 5%
Common shareholders’ equity per share $ 305.12 $ 363.72 - 16%
Diluted average number of common shares outstanding 9,430 9,528 - 1%
OPERATING REVENUE INCOME FROM OPERATIONS NET INCOME

($ in millions) ($ in millions) ($ in millions)

08 o 4,462 ) —) 174 08—> 66
07 ) 4,180 07 ) 477 07 289
06 3,905 06 ) 460 06 304
05 3,554 05 ) 515 05 314
04 3,300 04 ) 563 04 333
DILUTED EARNINGS PER RETURN ON AVERAGE COMMON

COMMON SHARE (%) SHAREHOLDERS' EQUITY

08 —>o 6.87 08— 2.1%*

07 30.19 ] — 9.5%

06 33.68 06 ) 11.7%"

05 32.59 05 ) 12.4%

04 34.59 04 ) 14.9%

*Computed on a comparable basis, excluding the impact of the adjustment for pensions and other postretirement plans on average common shareholders’ equity.
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Well, that was something.

We could do without more years like 2008.
Great companies (and major advertisers) fell like
boulders; more shakiness is obviously in store as
20089 starts.

Poking our heads up from the rubble, we at The
Washington Post Company would like to say:
prospects look reasonably good going forward at
our largest businesses, but 2009 will be another

very rough year at the media companies.

The Company’s stock price was dramatically af-
fected by the financial crisis of 2008. The effect
on business results was less dramatic. Advertising
declined still further at our media businesses;

certain Kaplan businesses (mostly smaller) were

hurt badly.

But Kaplan's largest business should get a bit of
a tailwind from a declining economy, and Cable
ONE, our second-largest profit center, should
hold up far better than most businesses (Cable
ONE recorded an outstanding 2008).

Two big questions face the Company:

1. How large and how successful can

Kaplan become?

2. What's the future of the media business?
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In past years, | have rattled on in these letters
about our Company’s relationship to our share-
holders. Generations of top managers at The
Post Company have reiterated: we're focused on
the long run; we're committed to building value
for our shareholders. My own assets are more

than 90% concentrated in the stock you own.

All of these remain true, but | am in the embar-
rassing position of writing you after a year in
which Post Company stock declined by more
than 50%. Comparative results (“you should see
what happened to the other newspapers”) offer

no solace.

While it feels foolish to say anything that sounds
ironclad in today’s wildly unpredictable econ-
omy, our long-term view is: this Company is
going to have to earn its way back to higher
value for our shareholders. Our earnings should
grow over the years because our two largest
businesses are relatively recession-resistant and
because they’ll get bigger with the years (and
become a larger percentage of our Company).
We have to control the losses at the print
media companies and eventually return them

to profitability.

It's central that you know this: in 1998, about
75% of the Company’s revenue came from The
Post, Newsweek and our television stations. In
2008, almost 70% came from Kaplan and
Cable ONE.

The Washington Post Company
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Our earnings should grow over the years because our two largest

businesses are relatively recession-resistant.

It is my job in these annual letters to give you
information needed to value the Company. In
the case of 2008 earnings, we recorded enough
one-time charges that | should do my best to

explain them for you:

* $111 million in early retirement program ex-
pense. The Company has implemented “buy-
out” programs frequently. They speed the rate
of cost reduction at the media companies. Most
of the funds from these programs come from
our (still) overfunded pension plan and there-

fore don’t call on corporate operating funds.

* Goodwill and other intangibles impairment
charges: $142 million. These non-cash charges
cover the reduced value (as perceived by our
accountants) of Course Advisor, as well as the
Everett Herald, The Gazette and Southern
Maryland Newspapers (including their com-
mercial printing operations) and certain other

businesses and affiliates.

Get used to impairment charges: accountants
are required fo assess whether acquisitions and
investments we have made still have a value
sufficient to justify the goodwill we carry on the
balance sheet, or the value of the asset itself.
CourseAdvisor has not performed as well as we
had expected. The Gazette and Southern Mary-
land papers made far less money in 2008. The

accountants reduced our goodwill accordingly.

| have no quarrel with the decision. Impairment

charges point to acquisitions that haven’t worked



out as planned. But these charges can have curi-
ous results: in early 2006, we purchased $43
million in a publicly traded stock. The stock fell
during the year; the accountants required a $14
million write-down charge in the fourth quarter.
The stock subsequently recovered to its purchase
price and beyond. We sold it in the fourth quarter
of 2008 for a gain of “$21 million.” | put the sum
in quotation marks because that gain includes the
$14 million recovery of the write-down in the
stock—in other words, the Company received
(pre-tax) $7 million more than we paid for the
stock, but recorded a $21 million gain because of
the earlier write-down. It is a curious feature of
these non-cash charges that they only go one
way: if the value of an asset recovers, you don't

write it back up through earnings.

Still, you won't record write-downs if your acqui-

sitions and investments are all home runs.

The Company can handle the added interest
cost. But to have no debt at all—unless for a very
compelling reason —seems wiser than ever. It
should not have taken the 2008 financial crisis
to make me tighten my definition of “very com-

pelling” acquisitions— but it did.

Our Businesses

Education: Kaplan is a very strong business.
It has stronger and weaker businesses among
its components. lts largest businesses, higher
education and test prep, should be our most
countercyclical (and higher education is by far

Kaplan's strongest business).

Our professional training business includes some
wonderful assets, but we also have a consider-
able exposure to the U.S. real estate training

market and the worldwide finance training mar-

. kets. L , we believe the C ill mak
Many CEOs’ annual reports will say more about e1s. tohg Tun, we believe the L-ompany will make

money in those markets; in the U.S., we certainly

their balance sheets than they have for years;
did not in 2008 and won't in 2009. Score also

this one is no exception. Our Company for many

years has had $400 million of notes outstand-
ing; unfortunately, these came due in February.
The Post has an Al credit rating from Moody's;
we are fold that ranks us in the top 10% of non-
financial S&P 500 companies. Nonetheless, the
coupon rate when we refinanced our debt was
much higher: 7.25% in 2009, compared to
5.5% in 1999. We still have enough cash and

marketable securities to cover the debt.

struggles, and its losses continue.

Despite these losses and investments, Kaplan

recorded higher revenue and profit in 2008.

The biggest change at Kaplan in 2008 was in
management: Jonathan Grayer resigned after
17 outstanding years at Kaplan, 14 as CEO.
Jonathan led Kaplan from a money-losing test
prep business to a $2 billion-plus multidisciplinary,

multinational company (and a highly profitable
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one). He shaped Kaplan as it is today, and it's a

sensational business.

The management team at Kaplan is as strong as
the business. Kaplan has a most impressive num-
ber of smart, ambitious business people. At a time
when many brilliant people are looking for work,
Kaplan is focused on attracting and developing
talent. (Very talented people passionate about
education can apply to careers@kaplan.com.)
Kaplan is now headed by the remarkable Andy
Rosen, who has for years been the president of
Kaplan and the CEO who built its largest and
most successful business, Kaplan Higher Educa-
tion. And in 2008, Kaplan Higher Education

boomed; its revenues grew by 25% and its oper-

metro areas— have been great communities to

operate in.

And our longtime CEO, Tom Might, and his
management team continue to deliver among
the best results in the cable business. Our per-
customer operating and capital expense are
among the lowest in the industry. Our revenue
grew through increases in high-speed and tele-

phone subscribers.

Operating income and free cash flow boomed in
2008. Results in 2009 may not be as strong, but
Cable ONE is well positioned to weather the

financial storm.

Virtually all of Post—Newsweek Stations’ revenue
ating income by 34%. We couldn’t have a better . e

comes from advertising, and that revenue fell
4% in 2008. $24 million in political advertising and

$6 million around the Olympics were not enough

successor fo Jonathan than Andy. Jeff Conlon,
who skillfully led the comeback of Kaplan Higher
Education campuses, became president of

to break the decline in our core business, partic-

Kaplan Higher Education. ol fin culerieifce.

In the long run, Kaplan has a chance to be sub-

Our capable CEO, Alan Frank, hired Marla Drutz
as general manager of WDIV (NBC/Detroit);

Marla brought a dose of energy and market

stantially bigger and more profitable—and to
help its multitude of students achieve very good

outcomes. In the short run, we’ll continue to invest knowledge fo our second-largest station. KSAT

(ABC/San Antonio) and WPLG (ABC/Miami) led

their markets in ratings under general managers

to build Kaplan for the future —well over $30
million will be invested in 2009 operations, start-

ing new businesses and expanding familiar ones. Jim Joslyn and Dave Boylan. Our independent

Cable ONE operates very differently from station in Jacksonville, WIXT, had another
strong year, and our largest station, KPRC
(NBC/Houston), started to rebound. Henry

Maldonado announced his retirement this sum-

any other cable company we know. lts quality of
service (very high) and its prices (relatively low)
have ensured loyal customers. Our markets —

" : mer after decades of service, most recently as
smaller towns and cities not adjacent to large

The Washington Post Company 6



general manager of WKMG (CBS/Orlando).
Local TV stations’ profits have deteriorated;
they are still highly profitable and a valued part

of our Company.

Able managements — Katharine Weymouth, Steve
Hills and Marcus Brauchli at The Post; Ann
McDaniel, Tom Ascheim, Jon Meacham and
Fareed Zakaria at Newsweek —did not keep
our two print media companies from sliding into
the red in 2008. The Post’s numbers will get quite

a bit worse in 2009.

We are willing to lose money (as we did at Kaplan
from 1994 10 2001) if the losses are on a path to
a healthy, profitable business. Newsweek manage-
ment has a plan it hopes will change the direction
of the business and put the magazine on a better

and more profitable course.

The Post has a harder challenge this year. The
familiar problems of the newspaper industry —
declining readership and the loss of classified —

are now made worse by bankrupt advertisers.

The newspaper will lose substantial money in
2009. Some will be non-cash accelerated de-
preciation because we will be closing a printing
plant. Most will be real losses. Post management

knows that losses must diminish in 2010.

So what’s the future of the newspaper and
newsmagazine businesses? | have no answer to
this question. Post and Newsweek audiences

grew hugely during 2008; Internet audience

healthy, profitable business.

volume grew by 30% to 40% during the peak
months of the Presidential campaign and re-

mained strong afterward.

Millions more people read our journalism than
ever before, but many of them read casually,
dropping in for an article or two and moving on.
(Daily newspaper readers average a half-hour
with their paper. Can we deepen readers’ involve-
ment?) Ads on the Internet work, but not in the
same way and not with the power of newspaper
ads that have driven retail and national results for
years. (Can we help advertisers make their web

ads more effective?)

Among the large metropolitan papers, The Post
had the best daily circulation results (but we lost
1.9% for the six-month period ending September
30). The paper, in print and online, also had the
best advertising revenue results (but lost 13.7%
of ad revenue for the year). If you could bank

relative results, we’d be in great shape.

Today, it isn't obvious that even the best-run,
most successful newspaper can be consistently

profitable. But The Post will get every chance.

The paper itself seems to me to be very strong.
Outstanding coverage of the election, of the fi-
nancial crisis, of the metro area and of sports was
obvious to readers. Six Pulitzer prizes awarded in
the spring testified to the strength of the staff;
Katharine Weymouth succeeded Bo Jones as
publisher; Marcus Brauchli became executive

editor after Len Downie.
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One important talent was added in early 2009:
Vijay Ravindran, a longtime Amazon veteran who
later was chief technology officer at a political list-
building/data-mining company, joined us as chief

digital officer of the corporation.

Are we investing in The Post and Newsweek as a
public service or because we feel their business
models can be fixed? Emphatically the latter: it is
universally understood that we must move toward
profitability at The Post and Newsweek after what
we hope will be a low point in 2009.

But how we'll get there is not clear. We must cut
costs; but we must (and will) continue producing
excellent newspapers and magazines. Then, we
have to continue fo find new sources of revenue (at
a time when some of our customers will be cutting

back because of their own financial problems).

The Washington Post Company
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We must cut costs; but we must (and will) continue producing

excellent newspapers and magazines.

Ten years from now, it is highly likely that customers
will be getting news from profitable institutions
staffed by talented reporters and editors. We're

going to try fo show a way.

The end of the year saw one major change in our
corporate staff. Jay Morse retired after 19 years
as chief financial officer. Jay’s careful, old-fash-
ioned honesty in keeping our books would have
served any company well. We were fortunate he
worked here. Hal Jones is a successor from the

same school.

Donald E. Graham

Chairman of the Board and
Chief Executive Officer

February 24, 2009
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PART |
ltem 1. Business.

The Washington Post Company (the “Company”) is a diversified education and media company. The Company’s Kaplan
subsidiary provides a wide variety of educational services, both domestically and outside the United States. The
Company’s media operations consist of the ownership and operation of cable television systems, newspaper publishing
(principally The Washington Posf), television broadcasting (through the ownership and operation of six television
broadcast stations) and magazine publishing [principally Newsweek).

Information conceming the consolidated operating revenues, consolidated income from operations and identifiable assets
afributable to the principal segments of the Company's business for the last three fiscal years is contained in Note P to the
Company's Consolidated Financial Statements appearing elsewhere in this Annual Report on Form 10K. (Revenues for
each segment are shown in such Note P net of intersegment sales, which did not exceed 0.2% of consolidated operating
revenues. )

The Company’s operations in geographic areas outside the United States consist primarily of Kaplan's foreign operations
and the publication of the international editions of Newsweek. During the fiscal years 2008, 2007 and 2006, these
operations accounted for approximately 13%, 12% and 9%, respectively, of the Company’s consolidated revenues, and
the identifiable assets attributable fo foreign operations represented approximately 13%, 11% and 10% of the Company’s

consolidated assets at December 28, 2008, December 30, 2007 and December 31, 20006, respectively.

Education

Kaplan, Inc., a subsidiary of the Company, provides an extensive range of educational and fraining services worldwide
for students and professionals. The Company divides Kaplan's various businesses into three categories for financial
reporting purposes: Higher Education; Test Prep and Admissions; and Professional.

Higher Education

Kaplan Higher Education provides a wide array of diploma and degree programs—on campus and online—designed to
meet the needs of students seeking to advance their education and their careers.

Higher Education U.S.

Kaplan's U.S.-based Higher Education business currently consists of 71 schools in 20 states that provide classroom-based
instruction and one institution that specializes in online education. The schools providing classroom-based instruction offer
a variety of diploma, associate’s degree and bachelor's degree programs, primarily in the fields of healthcare, business,
paralegal studies, information technology, criminal justice, and fashion and design. The classroom-based schools were
serving more than 38,700 students at yearend 2008 (which includes the classroom-based programs of Kaplan
University), with approximately 35% of such students enrolled in accredited bachelor's or associate’s degree programs.
Each of these schools is accredited by one of several regional or nafional accrediting agencies recognized by the

U.S. Department of Education.

Kaplan University specializes in online education, offering various master's degree, bachelor's degree, associate’s degree
and certificate programs, principally in the fields of management, criminal justice, paralegal studies, information
technology, financial planning, nursing and education. Kaplan University is accredited by the Higher Learning
Commission of the North Central Association of Colleges and Schools. Most of Kaplan University’s programs are offered
online, while others are offered in a traditional classroom format at eight campuses in lowa and Nebraska. At yearend
2008, Kaplan University had approximately 43,600 students enrolled in online programs. Kaplan University includes
Concord Llaw School, the nation’s first online law school, which offers Juris Doctor and Executive Juris Doctor degrees
wholly online (the Executive Juris Doctor degree program is designed for individuals who do not intend to practice law).
During 2008, the Company acquired National Paramedic Institute, Inc., a provider of online continuing education to
firefighters and emergency services personnel.

Higher Education Europe

Kaplan's higher education businesses in Europe are Kaplan International Colleges ("KIC”), Dublin Business School

("DBS"), Kaplan Open Leaming ("KOL") and Holborn College.

KIC offers academic preparation programs especially designed for infernational students, in collaboration with six U.K.
universities. At yearend 2008, KIC served 1,900 students. DBS is an undergraduate and graduate institution located in
Dublin, Ireland. DBS offers various undergraduate and graduate degree courses in business, the liberal arts and law, and
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professional courses in business. At yearend 2008, DBS was providing courses to approximately 6,000 students. KOL
offers degree courses in Business Studies and Criminal Justice entirely online. KOL is an affiliate college of the University of
Essex, which awards the degrees. Holborn College offers various programs, primarily in law and business, with its
students receiving degrees from affiliated universities in the U.K. At yearend 2008, Holborn College was providing
courses to approximately 2,100 students, most of whom come from outside the U.K. and European Union.

Kaplan Virtual Education

Kaplan Virtual Education ("KVE”"), which is part of Kaplan's Higher Education Division, is a standalone virtual public
school, which offers online high school instruction and online content and curriculum development. KVE's programs are
geared toward adults wishing to earn a high school diploma, public school students seeking credit recovery or courses
that may not be offered at their school, and private school and home school students who need an expanded curriculum.
At yearend 2008, KVE was providing courses o approximately 3,850 students.

Test Prep and Admissions

Test Prep and Admissions divides its businesses info six categories: university fest prep, professional licensing exam prep,
Englishlanguage training, K12 services for schools, afterschool tutoring and publishing.

Test Prep prepares students for a broad range of admissions examinations, including the SAT, ACT, LSAT, GMAT, MCAT
and GRE, that are required for admission fo college and graduate schools, including medical, business and law schools.
During 2008, these courses were offered at 160 permanent centers located throughout the United States and in Canada,
Puerto Rico, Mexico, London and Paris. In addition, Kaplan licenses material for certain of ifs test preparation courses to
third parties and a Kaplan affiliate, which, during 2008, offered courses at 41 locations in 11 countries outside the
United States. Test Prep also produces a college newsstand guide in conjunction with Newsweek. Test Prep includes The
Kidum Group, which provides preparation courses for Israeli high school graduation and university admissions exams and
also provides English-language courses at 44 permanent centers located throughout Israel. The professional licensing
exam prep business prepares medical, nursing and law students for licensing examinations, including the USMLE, NCLEX
and, under the Kaplan PMBR name, the multistate portion of state bar exams, as well as fullservice bar review in select
states. In 2008 the Company acquired Review Services, Inc., d/b/a The Study Group, a provider of selfstudy bar
review with home study course offerings for fullservice bar review in 30 U.S. states.

The EnglishJlanguage business, which operates under the name Kaplon Aspect, provides English-language training,
academic preparation programs and test preparation for English proficiency exams, such as the TOEFL, principally for
students wishing to study and travel in English-speaking countries in North America, Europe or Australia/New Zealand.
Kaplan Aspect operates 44 English-language schools located in the UK., Ireland, Australia, New Zealand, Canada and
the United States. These include colocated schools within 13 of the U.S. Test Prep centers, as well as five schools
acquired on December 31, 2008 following the acquisition of West of England Language Services Limited, an
international group of English-language schools with three locations in the U.K. and one each in the United States and
Australia. During 2008, the Company acquired the Pacific language Institute, a provider of English language instruction
in Canada with schools located in Vancouver and Toronto. During 2008, the Company also acquired Pro Linguis, @
provider of educational services for students and professionals in Switzerland seeking language studies abroad.

Kaplan K12 leaming Services develops and provides a range of programs and services to schools and school districts,
including offering reading and math programs to help students who are performing below grade level improve
fundamental skills, preparing students for state assessment fests and the SAT and ACT and providing professional
development and assessment services to support teaching and learning.

During 2008, these businesses provided courses to more than 411,000 students (including over 81,000 enrolled in
online programs).

Kaplan’s Score Educational Centers offer individualized tutoring for children from pre-K through 10th grade. Score
provides tutoring services through 78 dedicated Score centers located throughout the United States as well as online.

Score served more than 28,000 students in 2008.

Kaplan Publishing publishes a variety of general frade and educational books in subject areas such as fest preparation,
business, law, medicine and nursing. At the end of 2008, Kaplan Publishing had nearly 500 books in print, including
more than 180 new fifles published in 2008.

Professional

In the United States, Kaplan Professional offers continuing education, compliance training and tracking, certification,
licensing, exam preparation and professional development to corporations and fo individuals. Kaplan Professional
includes Kaplan Financial Education, a provider of continuing education and fest preparation courses for financial
services and insurance industry professionals; Kaplan Schweser (formerly known as The Schweser Study Program), o
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provider of test preparation courses for the Chartered Financial Analyst and Financial Risk Manager examinations; Kaplan
CPA, which offers fest preparation courses for the Certified Public Accounting Examination; Kaplan Professional Schools,
a provider of courses for real estate, financial services and home inspection licensing examinations, as well as continuing
education in those areas; Kaplan Professional Publishing (formerly known as Dearbom Publishing), which provides prinfed
and online materials that help individuals satisfy state predicensing and continuing education requirements and prepare for
state licensing examinations in the real estate, architecture, home inspection, engineering and construction industries; and
Kaplan [T, which offers online test preparation courses for technical certifications in the information fechnology industry, as
well as training, software consultancy and related products to a broad range of industries. The courses offered by these
businesses are provided in various formats (including classroom-based instruction, online programs, printed study guides,
in-house training and audio CDs) and at a wide range of price points. During 2008, these businesses sold approximately
425,000 courses and separately priced course components to students in the United States (who, in some subject areas,
typically purchase more than one course component offered by the Professional Division).

In January 2008, Kaplan Financial Education, headquartered in Chicago, IL, was consolidated info Kaplan Schweser,
located in La Crosse, WI. The consolidation began in January 2008 and was completed in the fourth quarter of 2008. In
November 2008, Kaplan Professional began to consolidate both Kaplan Professional Schools and Kaplan Professional
Publishing info the La Crosse operations. The primary drivers of both consolidations were improved cost control and the
ability to better serve the market through online offerings.

Kaplan Professional also includes Kaplan EduNeering, headquartered in Princefon, NJ, and Kaplan Compliance
Solutions, based in Indianapolis, IN. Kaplan EduNeering is a provider of online regulatory compliance fraining and
management systems, principally for businesses in the pharmaceutical, medical technology, healthcare, energy, telecom
and defenserelated industries. In May 2008, Kaplan EduNeering acquired RedHawk Communications, Inc., based in
Eatontown, NJ, a provider of education and online fraining on corporate ethics. During 2008, Kaplan EduNeering
provided services to more than 700,000 users at approximately 325 companies. Kaplan Compliance Solutions provides
software solutions and services fo assist broker/dealers, securities representatives, insurance carriers, agencies and
individuals with licensure and/or registration, as well as with ongoing compliance with the myriad national and state-
level regulatory requirements applicable to these industries. During 2008, Kaplan Compliance Solutions provided services
fo approximately 800 companies.

Outside of the United States, Kaplan Professional’s largest business in terms of revenue is Kaplan Financial, formerly FTC
Kaplan Limited, a U.K.-based provider of training, test preparation services and degrees for accounting and financial
services professionals. In 2008, Kaplan Financial provided courses to approximately 48,000 students. Headquartered in
Llondon, Kaplan Financial has 27 training centers located throughout the United Kingdom, as well as operations in Hong
Kong, China and Singapore. Kaplan operates Kaplan Law School (“KLS") in London in collaboration with Notftingham
Trent University's Nottingham Law School. KLS provides fraining for the Graduate Diploma in law and the Llegal Practice
course for U.K. university graduates wishing fo progress into the U.K. legal profession. In Hong Kong, Kaplan offers
Mandarin-language training fo students (principally Cantonesespeaking Chinese wishing to learn Mandarin) through
Kaplan Language Training (HK) Lid., formerly Hong Kong Putonghua Vocational School (“KLT”), and offers test preparation
courses for the Chinese Proficiency Test, which is a sfandardized examination that assesses Mandarinlanguage
proficiency. KLT has four centers in Hong Kong and, at the end of 2008, was serving more than 11,000 students.

In 2008, Kaplan expanded its legal and professional training businesses in the U.K. with the acquisitions of Hawksmere
Limited and Altior Consulting & Training Limited. Hawksmere and Alfior offer continuing professional development courses
and skills training for U.K. professionals and lawyers, respectively. Together with KLS, in 2008, these businesses provided
courses to more than 18,000 professionals.

Asia Pacific Management Institute ("APMI Kaplan”), which is headquartered in Singapore and has a satellite location in

Hong Kong, provides students with the opportunity to earn undergraduate and graduate degrees, principally in business-
related subjects, offered by affiliated educational institutions in Australia, the United Kingdom and the United States. APMI
Kaplan also offers pre-university and diploma programs. APMI had more than 7,600 students enrolled at yearend 2008.

In 2008, Kaplan completed the transaction pursuant to which it increased its inferest in Shanghai Kai Bo Education
Investment Management Co., ltd. ("Kaplan China”), an education company headquartered in Shanghai, China. Kaplan
China provides academic preparation programs for enfry fo overseas universities at campuses in several cities in China.
Through a collaboration with the University of Shanghai for Science and Technology and the Northern Consortium a
university consortium comprising 11 U.K. universities), Kaplan China also offers programs at the Sino-British College in
Shanghai. Kaplan China had approximately 1,600 students enrolled at yearend 2008.

In Australia, Kaplan Professional delivers a broad range of financial services education and professional development
courses. In 2008, Kaplan Professional provided courses to more than 21,000 students through classroom programs and
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to over 69,000 students through distance-learning programs. Additionally, three Kaplan Business School Centers are now
fully accredited in Australia {Sydney, Melbourne and Adelaide), with the first intake planned for March 2009, offering
foundation and master's degree programs.

Title IV Federal Student Financial Aid Programs

Funds provided under the student financial aid programs that have been created under Title IV of the Federal Higher
Education Act of 1965, as amended, historically have been responsible for a majority of the net revenues of Kaplan
Higher Education. During 2008, funds received under the Title IV programs accounted for approximately $904 million,
or approximately 7 1%, of total Kaplan Higher Education revenues, and 39% of Kaplan, Inc. revenues. The Company
estimates that funds received from students borrowing under private loan programs comprised approximately an
additional 5% of its higher education revenues. In late 2008, as the private loan programs deteriorated, Kaplan Higher
Education began providing loans directly to Kaplan students under an institutional loan program. Direct student payments
and funds received under various state and agency grant programs accounted for most of the remainder of 2008 higher
education revenues. The significant role of Title IV funding in the operations of Kaplan Higher Education is expected to
continue.

Title IV programs encompass various forms of student loans, with the funds being provided either by the federal
government ifself or by private financial insfituions with a federal guaranty protecting the institutions against the risk of
default. In some cases, the federal government pays part of the interest expense. Other Title IV programs offer
non-repayable grants. Subsidized loans and grants are only available to students who can demonstrate financial need.
During 2008, approximately 75% of the approximately $904 million of Title IV funds received by Kaplan Higher
Education came from student loans, and approximately 25% of such funds came from grants.

To maintain Title IV eligibility, a school must comply with extensive statutory and regulatory requirements relating to its
financial aid management, educational programs, financial strength, facilities, recruiting practices and various other
matters. Among other things, the school must be licensed or otherwise authorized to offer its educational programs by the
appropriate governmental body in the state or states in which it is physically located, be accredited by an accrediting
agency recognized by the U.S. Department of Education (the “Department of Education”) and be certified to participate in
the Title IV programs by the Department of Education. Schools are required periodically to apply for renewal of their
authorization, accreditation or certification with the applicable sfate governmental bodies, accrediting agencies and the
Department of Education. In accordance with Department of Education regulations, a number of the schools in Kaplan's
Higher Education Division are combined info groups of two or more schools for the purpose of defermining compliance
with certain Title IV requirements. Including schools that are not combined with other schools for that purpose, the Higher
Education Division has 34 Title IV reporting units.

A school may lose its eligibility to participate in Title IV programs i student defaults on the repayment of Title IV loans
exceed specified default rafes (referred to as “cohort default rates”). The Department of Education calculates a cohort
default rate for each one of Kaplan's 34 Title IV reporting units. The schools in a Title IV reporting unit whose cohort
default rate exceeds 40% for any single year may lose their eligibility fo participate in the Federal Family Education Loan
("FFEL") and Direct Loan programs for at least two fiscal years, except in the event of a successful adjustment or appeal.
The schools in a Title IV reporting unit whose cohort default rate equals or exceeds 25% for three consecutive years may
lose their Title IV eligibility to participate in FFEL, Direct Loan and Federal Pell Grant programs for at least two fiscal years,
except in the event of a successful adjustment or appeal.

The enactment in August 2008 of the Higher Education Opportunity Act (which reauthorized the Federal Higher
Education Act) changed the cohort default rate calculation for future years. Under the revised law, the period of time for
which student defaults are tracked and included in the cohort default rafe calculation is extended by a year, which is
expected fo increase the cohort default rafes for most insfitutions. That change will be effective with the calculation of
institutions’ cohort default rates for the federal fiscal year ending September 30, 2009; those rates are expected to be
calculated and issued by the Department of Education in 2012. The Department of Education will not impose sanctions
based on rates calculated under this new methodology unfil three consecutive years of rates have been calculated, which
is expected fo occur in 2014. Unfil that time, the Department of Education will confinue to calculate rates under the old
method, as well and impose sanctions based on those rates. The revised law also increases the threshold for ending an
institution’s participation in the Title IV programs from 25% to 30%, effective in fiscal year 2012.

Prior to the enactment of the Higher Education Opportunity Act, any forprofit postsecondary institution (a category that
includes all of the schools in Kaplan's Higher Education Division) would lose its Title IV eligibility for af least one year if
more than Q0% of the institution’s receipts for any fiscal year were derived from Title IV programs, as calculated on a cash
basis in accordance with the Federal Higher Education Act and applicable Department of Education regulations. Under
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amendments fo the Federal Higher Education Act, a forprofit institution loses ifs eligibility fo participate in the Title IV
programs for a period of at least two fiscal years if the institution derives more than 90% of ifs receipts from Title IV
programs for two consecutive fiscal years, commencing with the insfitution’s first fiscal year that ends after August 14,
2008. An institution with revenues exceeding Q0% for a single fiscal year ending after August 14, 2008 will be placed
on provisional certification and may be subject to other enforcement measures. The aforementioned calculations are
performed on a Tifle IV reporting unit basis.

As a general matter, schools participating in Title IV programs are not financially responsible for the failure of their
students to repay Title IV loans. However, the Department of Education may fine a school, require a school to repay
Title IV program funds, limit or ferminate a school’s eligibility fo participate in the Title IV programs or take other
enforcement measures if it finds that the school has failed to comply with Title IV requirements or improperly disbursed or
retained Title IV program funds. In addition, there may be other legal theories under which a school could be sued as @
result of alleged irregularities in the administration of student financial aid.

Pursuant to Title IV program regulations, a school that undergoes a change in control must be reviewed and recertified by
the Department of Education. Certifications obtained following a change in control are granted on a provisional basis that
permits the school to continue participating in Title IV programs, but provides fewer procedural protections if the
Department of Education asserts a material violation of Title IV requirements. In accordance with Department of Education
regulations, a number of the schools in Kaplan's Higher Education Division are combined into groups of two or more
schools for the purpose of defermining compliance with Title IV requirements. All of the Higher Education Division's 34
Title IV reporting units are fully certified.

The largest Title IV reporting unit in the Higher Education Division in terms of revenue is Kaplan University, which
accounted for approximately 49% of the Title IV funds received by the Division in 2008. For the most recent year for
which final data are available from the Department of Education, the cohort default rate for Kaplan University was
9.30%, and the cohort default rates for the other Title IV reporting units in Kaplan's Higher Education Division averaged
14.88%; no reporting unit had a cohort default rate of 25% or more. In 2008, Kaplan University derived fewer than 85%
of its receipts from the Title IV programs, and other reporting units derived an average of fewer than 82% of their receipts
from Title IV programs, with no unit deriving more than 88% of ifs receipts from such programs.

In September 2008, the Department of Education began a Program Review at Kaplan Higher Education Division's
CHI-Broomall campus. The program review is ongoing. The reviewers have complefed their field work; however, they are
reviewing additional documentation provided by the school prior to issuing the program review report. CHI-Broomall and
Kaplan have responded to all requests for information and are cooperating fully in the review.

The Department of Education has also conducted Program Reviews at Kaplan Higher Education Division's Pittsburgh and
Baltimore locations, which began in October 2007 and May 2008, respectively. Kaplan has responded to all requests
for information and is cooperating fully in these reviews. The Department of Education has not issued final reports on these
reviews.

The Company is presently not aware of any proceeding by the Department of Education to fine any Kaplan school for a
failure to comply with any Title IV requirement, or to limit, suspend or terminate the Title IV eligibility of any Kaplan school.
As noted previously, to remain eligible to participate in Title IV programs, a school must maintain its accreditation by an
accrediting agency recognized by the Department of Education. In 2008, no Kaplan school received notice from its
accreditors indicating that the school's accreditation was being withdrawn or that the school was being issued a show
cause order.

No assurance can be given that the Kaplan schools currently participating in Title IV programs will maintain their Title IV
eligibility in the future or that the Department of Education might not successfully assert that one or more of such schools
have previously failed to comply with Title IV requirements.

All of the Title IV financial aid programs are subject fo periodic legislative review and reauthorization. In addition, while
Congress historically has not limited the amount of funding available for the various Title IV student loan programs, the
availability of funding for the Title IV programs that provide for the payment of grants is primarily contingent upon the
outcome of the annual federal appropriations process.

Whether as a result of changes in the laws and regulations governing Title IV programs, a reduction in Title IV program
funding levels or a failure of schools included in Kaplan Higher Education fo maintain eligibility to participate in Title IV
programs, a material reduction in the amount of Title IV financial assistance available to the students of those schools
would have a significant negative impact on Kaplan's operating results. In addition, any development that has the effect
of making the terms on which Title IV financial assistance is made available materially less attractive could also adversely
affect Kaplan's operating resuls.
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Cable Television Operations

At the end of 2008, the Company (through its Cable ONE subsidiary) provided cable service to approximately
699,500 basic video subscribers (representing about 50% of the 1,391,000 homes passed by the systems) and had in
force approximately 225,000 subscriptions fo digital video service and 372,900 subscriptions to cable modem service.
Digital video and cable modem services are both available in markets serving virtually all of Cable ONE's subscriber
base. The digital video services offered by Cable ONE include cerfain premium, cable network and local overthe-air
channels in HDTV. Cable ONE also completed introduction of its voice over Intemet protocal (“VolIP”), or digital
telephone, service in 2008. At yearend, Cable ONE provided VolP service to 93,500 customers, and the service is
currently available to 95% of the homes passed.

In January 2008, Cable ONE purchased some cable systems in the Mississippi area, near our Cleveland, MS system,
which passed 14,000 homes and served 6,650 basic customers.

The Company’s cable systems are located in 19 midwestem, southemn and western states and typically serve smaller
communities. Thus, 5 of the Company's current systems pass fewer than 10,000 dwelling units, 36 pass 10,000-
50,000 dwelling units and 5 pass more than 50,000 dwelling units. The two largest clusters of systems (each of which
currently serves more than 80,000 basic video subscribers) are located on the Gulf Coast of Mississippi and in the Boise,
D, area.

In December 2006, Cable ONE purchased in the FCC's Advanced Wireless Service auction approximately 20 MHz of
spectrum in the 1.7 GHz and 2.1 GHz frequency bands in areas that cover more than 85% of the homes passed by
Cable ONE's systems. This spectrum can be used fo provide a variety of advanced wireless services, including fixed and
mobile high-speed Infernet access using WiMAX and other digital fransmission systems. Licenses for this spectrum have an
initial 15-year term and 10-year renewal terms. Licensees will be required to show that they have provided substantial
service by the end of the initial license term to be eligible to renew, but there are no interim construction or service
requirements. Cable ONE is evaluating how best fo utilize its spectrum, but has no plans to offer any wireless services in
the immediate future.

Regulation of Cable Television and Related Matters

The Company’s cable, Internet and voice operations are subject to various requirements imposed by local, state and
federal governmental authorities. The regulation of cerfain cable television rates pursuant to procedures established by
Congress has negatively affected the revenues of the Company'’s cable systems. Cerfain of the other legislative and
regulatory matters discussed in this section also have the potential to adversely affect the Company'’s cable television,
Infernet and voice businesses.

Cable Television

The Cable Television Consumer Protection and Competition Act of 1992 (the 1992 Cable Act’) requires or authorizes
the imposition of a wide range of regulations on cable television operations. Three major areas of regulation are |i) the
rafes charged for cerfain cable television services; [ii) required carriage (“must-carry”) of some local broadcast stafions
and [iii) refransmission consent rights for commercial broadcast stations.

Franchising. As a condition to their ability to operate, the Company’s cable systems have been required to obtain
franchises granted by state or local governmental authorities. Those franchises typically are nonexclusive and limited in
fime, contain various conditions and limitations and provide for the payment of fees to the local authority, determined
generally as a percenfage of revenues.

Additionally, those franchises often regulate the conditions of service and technical performance and contain various types
of resfrictions on transferability. Failure to comply with all of the ferms and conditions of a franchise may give rise fo rights
of termination by the franchising authority. As discussed below, the Federal Communications Commission ("FCC") has
adopted rules designed to expedite the process of awarding competitive franchises and relieving applicants for
competing franchises of some locally-imposed franchise obligations. The FCC also has extended certain of these
"reforms” o incumbent cable operators.

Rate Regulation. In 1993, the FCC adopted regulations that permitted local franchising authorities or the FCC to
regulate the rafes that cable systems that are not subject to “effective competition” charge for certain levels of cable
service, equipment and service calls. Among other things, the Telecommunications Act of 1996 expanded the definition
of “effective competition” (a condition that precludes any regulation of the rates charged by a cable system) and sunset
(effective April T, 1999) the FCC's authority to regulate the rates charged for optional tiers of service. The FCC has
confirmed that some of the cable systems owned by the Company fall within the effective-competition exemption, and the
Company believes, based on an analysis of competitive conditions within its systems, that other of its systems may also
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qualify for that exemption. Monthly subscription rates charged for the basic tier of cable service, as well as rates charged
for equipment rentals and service calls, for many of our cable systems remain subject fo regulation by local franchise
authorities in accordance with FCC rules. However, rates charged by cable television systems for fiers of service other
than the basic tier—for pay-perview and perchannel premium progrom services, for digital video, cable modem services
and digifal telephone —and for advertising are all currently exempt from regulation.

“Must-Carry” and Retransmission Consent. Under the “mustcarry” requirements of the 1992 Cable Act, a commercial
felevision broadcast station may, subject fo certain limitations, insist on carriage of its signal on cable systems located
within the sfation’s market area. Similarly, a non-commercial public station may insist on carriage of its signal on cable
systems located either within the station’s predicted Grade B signal contour or within 50 miles of a reference point in a
station’s community designated by the FCC. As a result of these obligations, certain of the Company's cable systems have
had to carry broadcast stations that they might not otherwise have elected to carry, and the freedom the Company's
systems would otherwise have to drop signals previously carried has been reduced.

At three-year intervals beginning in October 1993, commercial broadcasters have had the right to forego mustcarry
rights and insist insfead that their signals not be carried by cable systems without their prior consent. The next three-year
election cycle begins October 1, 2011, with the elections effective January 1, 2012 through December 31, 2014.
Congress has barred broadcasters from entering into exclusive retransmission consent agreements through the end of
2010. In some cases, the Company has been required to provide consideration to broadcasters to obtain refransmission
consent, such as commitments fo carry other program services offered by a station or an affiliated company, to purchase
advertising on a sfation or to provide advertising availabilities on cable to a station. A Notice of Proposed Rulemaking
issued by the FCC in 2007 that raises, among other things, the issue of whether a broadcaster should be allowed to
require carriage of affiliated programming as a condition of obtaining retransmission consent remains pending.

Communications Act provisions that require cable operators and broadcasters to engage in “good faith” negotiations
over refransmission consent and bar exclusive refransmission consent agreements are scheduled to expire af the end of
20089 unless Congress acts to extend them or make them permanent.

Digital Television (“DTV”).  The FCC has determined that unfil the complefion of the fransition of broadcast felevision
from analog transmissions fo digital fransmissions (scheduled to occur on June 12, 2009), only television stations
broadcasting in a DTV-only mode can require local cable systems to carry their DTV signals, and that if a DTV signal
contains multiple video streams, only the “primary” stream of video, as designated by the sfafion, is required to be
carried. In December 2007, the FCC issued an order generally requiring cable operators o ensure that following the
digital transition deadline, all local mustcarry broadcast stations are “viewable” by all subscribers, either by providing
cusfomers with both a digital and down-converted analog version of such sfafions (and in some instances also providing a
standard-definition digital signal) or by deploying an “alldigital” system platform prior to the transition deadline.
Moreover, where a must-carry broadcast sfation’s signal is transmitted in high-definition television ["HDTV”) format, cable
operators generally will be required to carry the signal in HDTV format . In September 2008, the FCC modified these
requirements somewhat, clarifying that mixed analog/digital cable systems did not have fo carry a standard-definition
digital signal in addition to a down-converted analog signal and that smaller systems [i.e., systems with 552 MHz
capacity or less and systems with under 2,500 subscribers not affiliated with the top two cable companies| were exempt
from providing an HD signal in addition fo a down-converted analog signal. While these exemptions provide some relief,
satisfaction of the generally applicable obligation to carry the analog and the standard-definition and/or the HDTV format
signal of local broadcast signals could result in the Company’s cable systems being required fo delefe some existing
programming to make room for all of the video sfreams included in broadcasters’ DTV signals. Satisfaction of these
requirements by converting fo all-digital platforms in our systems would require substantial capital expenditures, including
provisioning households using analog television receivers with setfop boxes capable of down-converting the digital
broadcast signals. In addition, the FCC is considering expanded mustcarry requirements for Class A low-power television
stations after the digital transition deadline that could have similar adverse effects on Cable ONE's operations.

In anticipation of the broadcast television analogfo-digital transition scheduled to occur on June 12, 2009, the FCC has
implemented rules requiring cable operators to provide monthly consumer education notices to their subscribers about the
transition. The FCC's Enforcement Bureau reportedly has been investigating cable operator compliance with these rules
and is recommending the imposition of fines on some operators for deficiencies in their compliance. To date, the
Company has not received any inquiries from the FCC regarding its compliance with these rules.

The FCC also has begun inquiries into the practices of certain cable operators that offer “switched digital video” service
or have "migrated” cable networks formerly available in analog format to digital format, potentially requiring subscribers
fo obtain additional equipment in order to receive services previously available without such equipment. The Company
has not received any inquiries on such matters. In addition, both the FCC and the courts have been asked to address
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whether a cable operator may offer public, educational and governmental ("PEG”) access channels as part of a “digital
basic” service that costs no more than analog basic service, but that may require some subscribers to obtain additional
equipment to receive the PEG channels.

Pole Attachments.  Pursuant to the Pole Attachment Act, the FCC exercises authority to disapprove unreasonable rates
charged to cable operators by most telephone and power utilities for utilizing space on utility poles or in underground
conduits. The FCC has adopted two separate formulas under the Pole Attachment Act: one for attachments by cable
operators generally and a higher rate for attachments used to provide “telecommunications services.” However the Pole
Attachment Act does not apply to poles and conduits owned by municipalities or cooperatives. Also, states can reclaim
exclusive jurisdiction over the rafes, ferms and conditions of pole attachments by certifying to the FCC that they regulate
such matters, and several states in which the Company has cable operations have so certified. A number of cable
operators (including the Company’s Cable ONE subsidiary) are using their cable systems to provide not only television
programming, but also Infernet access and digital voice. In 2002, the U.S. Supreme Court held, based on a prior FCC
ruling that Infernet access service provided by cable operators is not a “telecommunications service,” that the lower pole
attachment rates apply not only to attachments used to provide fraditional cable services, but also to attachments used to
provide Infemet access. The FCC has not yet finally determined whether digital voice provided by cable operators is @
"telecommunications service” that would trigger the higher pole attachment rafes. In November 2007, the FCC issued a
Notice of Proposed Rulemaking exploring whether to effectively eliminate cable’s lower pole attachment fees by imposing
a higher unified rate for entities providing broadband Internet service, which could moot the foregoing precedent. VWhile
the outcome of this proceeding can not be predicted, changes to Cable ONE's pole attachment rate structure could
significantly increase its annual pole attachment costs.

Federal Copyright Issues.  The Copyright Act of 1976 gives cable television systems the ability, under certain terms and
conditions and assuming that any applicable refransmission consents have been obtained, to retransmit the signals of
felevision stations pursuant to a compulsory copyright license. Those terms and conditions require all cable systems that
refransmit broadcast signals fo pay semi-annual royalty fees, generally based on the systems’ gross revenues from basic
service and, in certain insfances, the number of “distant” broadcast signals carried. The compulsory license fees have
been increased on several occasions since this act went into effect. Since 1989, a separate compulsory copyright license
for distant signal retransmissions has applied to direct broadcast satellite ("DBS”), and in 1999, Congress provided DBS
with a royalty-free compulsory copyright license for distribution of the signals of local television stations to satellite
subscribers in the markets served by such stations. The cable compulsory license for local and distant signals and the DBS
local signal compulsory license are permanent, while the DBS distant signal compulsory license is scheduled to sunset at
the end of 2009. In addition, the cable and DBS compulsory licenses employ different methodologies for calculating
royalties, with cable using a percentage of revenues approach and DBS using a flat, per subscriber, per signal payment
approach.

In 2008, the Copyright Office terminated a proceeding in which it had been requested to adopt rules that would allow
cable operafors to calculate their compulsory license fees on a community-by-community basis, rather than on a system-
wide basis, that could result in the payment of royalties for “phanfom signals” that are only carried in a portion of the
system. The Copyright Office also is considering requests for clarification of the application of the cable compulsory
license to the retransmission of distant digital television broadcast signals and for clarification and revisions of certain
cable compulsory copyright license reporting requirements. Moreover, in June 2008, the Copyright Office recommended
to Congress that, as part of its consideration of whether fo extend the expiring DBS compulsory license in 2009, it adopt
a "phase out” of both the cable and DBS disfant signal compulsory licenses or, in the altfernative, “harmonize” the two
licensing schemes by replacing the grosstevenues-based formula applicable to cable with the “flat fee” approach
applicable fo DBS. We cannot predict the outcome of any such inquiries, rulemaking proceedings