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PART I
Items ). Business.

The principal busiuess activities of The Washingtoa Post Company (the “Registrant’) are
newspaper publishing (The Washington Post and the Trenton (N. J.) Times and Si.day
Times-Advertiser), magsnine and book publishing (principally Newsweek magazine) and broadcasting
(principally four ne wcrk-affiliated television siations and an AM radio station).

S+t fortis beiow for each of the Registrant’s last five fiscal years are the amount and percentage of
the Reg strznt’s consolidate ! net operating revenues and the amount and perceatage ci its consolidated
income from operations at'ributable to its three principal lines of business. Net operating revenues are
shown before other incowe (principaily intcrest and equity ia earnings of afiliates), and income from
operations is shown before other iucome, other deductions, "sxes op it come and extraordinary iteimns.

‘Flaeal Vear Ended
Decembar 28, December 29, December
1975 1974 1972

December 31, Jroeary %,
1972 97

M%M%Qﬂnﬂﬁ:’w%‘\m%
(dod_.. Wy hossands)

Net Opernting Revennes

Newspaper publishing and related

OPETBUONE .. .. 0vvuseroansnnes $137.753 44  $125731 44 S111.597 45  $ 99,796 46 S 85892 M4
Magazine and book publishing
and related operations . ........ 128,594 42 123,121 43 107,617 4 03,790 43 86.044 15
Broadcastiog .. ...ooioiiriennonen 42,988 14 38,727 13 27335 L 24,258 11 20.813 11
$309.335 100 $287.579 100  $246.949 100  £217.344 100  $192,249 100
E 1 ====s= == Ea——— — e ey
Iacome from Cperations
Newspage r publishing and related
OPErations .......ovveerrvancns $ 659 25 $ 10746 38 S 10535 41 $10222 47 S 3.706 57

Magazine sac book publishiog

and related operctions ..... ... 11,946 34 10,202 36 9.161 36 5660 26 738 18
Brosdeasting .........c0iniennns 8,282 7192 26 5,956 23 5.924 27 3.750 25
$ 26,824 100 $ 28.140 100 § 25.692 160 S 21.806 100 S 15.194 100

_ _— = = —_— - —————— & 3

Since February 15, 1974, the annual dividend ratc on the Registrant's Common Stock has beeu
50¢ per share.

Newspaper Publishing
The Washingron Post

The Washington Post is a momning and Sunday newspaper primarily distributed by home delivery in
the Washington, D. C. metropolitan arca, including large portions of Virginia and Maryland. The
following table shows the average paid circulation of the Post for the twelve-month periods ended
September 30 in each of the last five years as reported by the Audit Bureau of Circulations ("ABC’),
together with the newspaper’s circulation revenues for each of the last five fiscal years:

Average Pald Clrculation

Dady Suaday Qrsaties
) 8 27 2 Ceeen 511,540 677,663 $14.353.242
) 8 27 7 N 523,201 694,055 15.527,826
) L 2 T Y 534,373 706,005 16,391.264
) 2 532,641 712,625 18,680.576
| 0" £ T P 535,324 731,193 21,896,667




A major portion of the Post’s increase in circulation revenue in 1975 was attributable tc a change
made during the latter half of the year in the method of distributing a substantial part (but aot all) of
che newspaper's circulation. Under the former system, dealers purchased newspapers from the
Compcny at wholesale prices for resale to the dealeis’ customers, consisting of home-delivery
subscribers, newsstand operators and purchasers from vending machines. Under the new system the
Company sells the Post directly at retail prices (except for discounts to newsstand operators) and pays
fees to independent agents who distribute the newspaper and collect amounts owed to u}e (‘ompapy.
This change from a wholesale to an essentially retail priciag system resulted in an increase in circulation
revenues in 1975 (and, assuming that circulation remains constant, will produce an even greates
increase in such revenues in 1976 when the change il be ic. effect for the full year), but since payment
of the agents’ fees increases circulation costs bty approximately the same amount as the revenue
increase, the change to the new system had and will have no net effect on the Post’s opsrating mcou®.
A group of dealers, all but vae of whom have declinzd to become agents, has challenged the vah.daty' ?f
the Post’s adoption of the agency system (see Item 5 of this report, “Pending Legal Proceedings™).

The Washington Post’s principal newspaper competition in the Wash’. gton area consists ¢ The
Washington Star (the “Star”), an evening newsfaper which also publishes on Sawurday and Sunday
mornings. For the twel/e-month period ended September 30, 1975 the average paid circulation of the
Star as reported by ABC was 360,921 daily (down 7.9% from the preceding tvelve-month period) and
343,317 on Sunday (down 1.7% from the preceding twelve-mor ¢h period), but its zirculation increased
after September 30 as a result of the strike at the Post (see “Extended Strike” below).

The monthly rz’e for home-delivered copies of the Post has been $5.00 since the third quarter of
1974, while single-copy prices in the District of Columbia, Maryiand and Virginia have been 15¢ daily
and 50¢ Sunday since the first quaresr of 1974. During 1975 the Post increased its rates for “‘general”
aciv=i’ising by about 14%2% on January 1 and 17% % on September 1. Increases in retail and classified
advercising rates scheduled to take effect during the fourth guarter of tlic year were postponed; a 9%2 %
mcrens i those rates wils take effect on April 1, 1976.

“Mhe fol:owing table sets forth the Posr’s advertising linage for the past five years a3 measurec by
Medis Reccrds Incorporated, together with the Post’. advertising revenues and average revenue p:r
line for :v.h years:

| wn  wm owm L 19

~inage (in thousands) 72,197 78,768 at72% 83809 72,356
Advertising revenue (in thousands)..... $€9,533 $82,032 $92,955 $101,881 $101,920
Average revenue per line ............. $0.96 $1.04 $1.10 $1.22 $1.39

The Washixgton Post has about 325 editors, correspondents, reporters and photographers on its
staff, draws upon the news reporting facilities of the major wire services and maintains correspondents
in eleven news capitals abroad and in New York and Los Angeles.

Extended Strike. In e early morning of October 1, 1975, following production of most of th-
day’s edition of The Washington Post, *he uewspaper's presses and related equipment were extensively
vanualized and the Post's pressmen ind stereotypers, whose collective bargaining agrecments with the
Post had expired at midnight on September 30, commenced an extended strike ana posted picket lines
at the newspaper’s plant zud offices in downtown Washington, D.C. Strikes and picketing ‘vere then
initiated by two additional unions whose coatracts had also expired on September 30, and commencing
on October 1 members of all the Post’s other craft unions (some of whose collective bargaining
agreement: had also expired) refused to cross the striking unions’ picket lines, as did a minority of the
Post’s newsroom and commercial empioyces represented by a local of the American Newspaper Guild.
Although the Post missed publication on October 2. it resumed publication on October 3 with 2
24-page edition printed at other publishers’ plaats outside Washington, D.C., and a little more than a
week later, as repairs to the Post’s damaged presses progressed. it was able to publish an 80-page
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Sunday edition of which half was printed outside and half was printed in the Post's piant with
management, supervisory and aon-union staff employe=s manning the newsnaper’s production facilities.
As the strike went on the Posr’s in-house production capability continued to increase, reaching 84 pages
of a 148-page Sunday edition in late Cctober aad 92 pages of a 156-page Sunday edition in
mid-November, aud by the end of the year the Pest had sesumed approxiately 95% of its normal size
and had substantially reduced (and on most weexdays had eliminated) its use of outside printizg
fasilities.

Although ~ontract 1.:gotiations with the stziking pre luction unions and with tue vnaions whose
members were cbserving the strikers’ picket lines ~antinued through the last quarter of 1975 and into
1976, in carly December the Post reached an impasse with the pressmen’s union and commenced hiring
and training permaacnt replacements for its pressroom employees. On February 15, 1976, a new
conwact agreement was reached with the largest of the striking unions; members of that union and a
fraterna’ union retumed to work the next day 2u ' Sy March 1, 1376, substantially ail thc Posr’s
production employees (together with most of the minority of newsrvom and commercial empioyces who
had becn observing the stnkers’ picket lines) had returned to work except £ the pressmen who remain
on strike but who, as noted above, have been replaced.

The disruption in production ard the wmporary cunailment of the normal size of the newspape
had 2 minimal effect on the Post’s circulation but a substantially greaicr impact on advertising linag:.
For the months of November and Deceriber 1975 the Post’s average paid circulation (nnaudited) was
512,296 daily, down 26.609 (4.9%) from the last quarter of 1974, and 711,436 on Sunday. down
10,330 (1 4%) from the last quarter of 1974; during tae fourtl: quarter of 1975 the Star’s average paid
circulation (unaudited) was 384,259 daily, up 10,520 (2.8%) from the last quarter of 1374, and
376,308 on Sunday, up 26,269 (7.5%) from the last Juarter of 1974. As shown by the table on page 2,
the Pos’s advertising linage in 1975 declined by approximately 10.5 million Lnes compared 1o 1974;
about 4.6 nillion lines of that decline were attributatie to the damage to the presses on October 1 and
the strike *at continued throughcut the fourth quarter of the year. See “Employees” on page 12 and
“Discussion and Analysis of tae Summary of Operations™ on page 16.

T3¢ Trenton Tices

On October 18, 1974, the Registrant purchased all the stock of tk.e ‘Trenton Times Coiporation,
publisher of the Trenton, N. ., Times and Sunday Time.-Advertiser (both newspapers being hereinafter
called the “Times’). The Times is publiched Monday through Friday afternoon and on Saturday and
Sunday mornings, the publication of the Sawrday edition having been inaugurated on September 13,
197 5. and is primarily d:stributed by howe delivery in Trenton, the state cagital, and in Mercer County,
New Jersey. The following table shows the average paid circulation of the Times for the twelve-month
periods ended March 31 in each of the last five years as reported by ABC, together with the
newspaper’s circulation revenues for cach of the las. five years:

Aversge Paid Cuculat n

Dy s e
8 84,242 106,893  §3,518,601
L Jr 79.20/ 103,930 3,359,230
R ¢ T 76,892 103,639 3,274,634
2 7 S P 74,920 101,465 3,202,493
87 1 72,852 100,047 3,402,819

The average paid circulation reported by the Times o ABC for the six months ended September
30. 1975 was 73.814 daily except Saturday, 71,569 Saturday and 97,579 Sunday.
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The Times’' principal newspaper competition in the Treaton ar>a is a morning tabloid published
daily (including Saturday) and on Sunday, the publication of the Sunday edition having commenced on
November 9, 1975. That newspaper's average daily paid circulation as reported by ABC for the
twelve-month period ended March 31, 1975, was 59,077; its average daily paid circulation reported to
ABC for the six months ended September 30, 1975, was 59,934,

The following table shows the Times’ total advertising linage for the past five years as measured by
Media Records Incorporated (adjusted for the period September 1974 through February 1975 to reflect
a change to a wider column in September 1974, which Media Records measurements did not begin to
refiect until March 1975), together with the Times' advertising revenues and average revenue per line
for such years:

o wm B e

Linage (in thousands)................. 25,685 28,820 30,460 28,572 27,347
Advertising revenue (in thousands}..... $6,036 $6,999 §7.545 §7,733  $7,738
Average revenue per line ............. $0.23 024 $0.25 $0.27 $0.28

Since its acquisition by the Regisirant the Times v . been edited by Richard L. Harwood, a former
Assistant Managing E¢ - of The Washington Post. The newspaper en ploys approximately 100 editors,
reporters and photegr. _asrs on its staff.

Magazine and Book “ublishing

Neveweek is a weekly news magazine puulished domestically in a national edition 1nd in mor. than
55 differcn geoyraphic and d=mographic editiors which carry \dentical news and fec1nre material but
enable advertisers to direct messages 10 specific market areas and demographic groups. In gathering,
reporting and writing news and ¢ ther material for publication, Newsweek maintains ten domestic and

eleven foreign ncws bureaus. Worldwide there are approximately 315 full-time editorial staff members,
250 of whom are in New York.

Newsweek ranks second in domestic circulition among the three leading weekly news magazines
(Newsweek, Timz and U. S, News & World Rrport). Its average weekly domestic circulation rate base
and its percentage of the tocal »weekly domestic circulation rate base of the three leading weekly news

magazines for the past five years is set forth in the following table, together with its circulation revenues
for each such year:

Newaweek
Averme Weeldy m Newsweek
Rate Base News Magauises Revennes
1971 o e 2.600,000 29.8% $21,058.131
1972 e 2,600,000 29.8% 22,664,086
R 2,725,400 30.8% 25,854,679
1974 ... (ol 2.900.000 31.9% 32.089.413
I T 2.900.000 31.7% 39.470.060

Newsweek is sold on newsstands and through subscription mail order sales derived from 2 number
of sources, principally direct mail promotion. Approximately 85% of its circulation is from sudscription
sales delivered by .nail. (See " Postal Rate Increases™ below.) The newsstand price is 75¢ per copy and
the baric subscription price is currently $19.50 for one year and $32 for two vears.

The total number of Newsweek's domestic advertising pages and gross domestic. advertising
revenues as reported by Publishers Information Bureau, Inc., together with Newsweek's percentage of
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the total number of advertising pages and (otal advertiSing revenues of the three leading weekly news
magazines, for the past five years have been as follows:

Newsweek
Nmu:«k Perceatage of Gross Percentage of
971 o 2,981 40.3% $66,696,292 34.4%
1972 i 2979 39.4% 71,746,024 34.0%
1973 e 2,159 38.3% 81,657,466 33.7%
1974 . it 3,100 38.0% 89,019,549 . 345%
1975 . i 2.561 39.1% 85,995,083 36.1%

*Gross advertising revenues are computed by Publishers’ Information Bureau, Inc. {rom basic
one-time rates and number of advertising pages carricd and therefore exceed actual gross
advertising revenuss. which reflect lower rates for multiple insertions. Net revenues as reported int the
Registrant's Consolidated Statements of Income also exclude agency fees and cash'discounts, which are
;l‘lic uded in the gross advertising revenues shown above. Page and revenue figures exclude affiliated

vertising.

Newsweek's advertising rates are bascd on its average weekly circulation rate base and ae
competitive with the ot’er weekly news magazines. While Newsweek’s 2,900,000 circulation r ate base
has remained constant since the beginning of 1974, advertising rates were increased by 9.7% ¢ Jective
with the issue dated January 6, 1975, and national advertising rates (other than for Exccutive
Newsweel:, described below) were increased by an additional 8.5% cffective with the issue dated
January 5, 1976.

In 1975 Executive Newsweek, a new bi-weekly demographic edition introduced n September
1974, continued to be distributed to 500,000 subscribers with personal incomes of at least $20,000 a
year. The 26 issues of Executive Newswcek available to advertisers in 1975 carried 766 pages of
advertising compared to 191 pages in the nine issues available in 1974 (six pages of advertising in
Executive Newsweek approximate one page of spice and 13 pages of revenue in the national edition).
Advertising rates for Executive Newsweek were aot increased during 1975, but were increased by
15.4% effective with the issue dated January 5, 1975, while the 500,000 circulation rate base remained
unchanged.

Internationally. Newsweek is published in an Atlantic editicr: covering the British Isles. Europe. the
Middle East and Africa. and a Pacific edition covering Japan. Southeast Asia. the Philippines. Australia
2nd New Zealand. The international editions are in English and are printed in England. Japan. Hong
Kong and Austratia. Editorial copy of purely domestic interest is eliminated in the intemational sditions
and is replaced by other international. busiaess or national coverage primarily Of inturest abroad.

The average weckly circulation rate base, circulation revenue and gross ad rertising revenue of
Newsweek’s international editions for the past five years have been as follows:

A rtiaton Circelation Adveraatzs

Rute Rase Revesse Revenune®
| £ 2 S 325.000 $3.302.831 $ 8,241,545
) 52 Jr AN 360,00 4,369.973 8,787,015
1973 i i 375.000 5.936.399 10,104,870
1974 i 395,600 7.177,082 11,791,417
1975 oo e 405.000 7.486,457 13,614,067

*Gross advertising revenues are corputed by Reme Research. Inc. from basic one-time rates and
the number of advertising pages carried and th.refore exceed actual gross advertising revenues. which
reflect lower rates for multiple insertions. Net revenues as reponed in the Registrant’s Consolidated
Statements of Income also exclude agency fees and cash disco. s which are included in the gross
advertising revenues shown above.




For 1976 the average weely circulation rate base for Newsweek's international editions has been
increased to 410,000 copies.

_Other Newswecek Activities

Newsweek has been active in the book publishing field since 1968 when its Book Division pubiished
a 15-volume subscription series of full-color art books entitled *Great Museums of the World”.
followed by five additional series published in subsequent years. Substantially all book sales have been
made through direct mail solicitation (see ~Postal Rate Increases” below). In 1974 the Book Division,
which accounted for about 3% of the Registrant's net operating revenues. incurred a substantial
operating loss. and in 1975 Newsweek curtailed direct mail solicitation for new book subscribers and
thereby substantially reduced the loss incurred by the Book Division (which had sales accounting {or
about 2% of the Registrant's net operating revenues in 1975). Subscribers alrcady cnrotled i a book
series are receiving the publications initially offered. but Vewsweek does not expect 15 originate any
further new book projects. ’

The Newsweek Broadcasting Service, inaugurated in October 1971, produces two television series,
the “Newsweek Feature Service” and “Today's Woman”. The Feature Service consists of a weekly
package of thirteen videotaped stories, each approximately 90 seconds in length, utilizing Newsweek
correspondeants, reporters, writers acd edivors from the worldwide bureaus reporting on such subjects as
medicine, education, business, religion, science, fashion, sports and the arts. Since March 1975 the
Broa lcasting Service bas also offered television statioas in the United States “Today’s Woman"’, 3
service focusing ’m the lifestyles and pursuits of the modern woman and consisting of a bi-weekly
package of ten segments avcrging two minutes 45 seconds each; like the Feature Service, “Today’s
Woman” utilizes the resources of Newsweek and is prepared by the Broadcasting Service staff in New
York.

Both the “Newsweek Feature Service” and “Today's Woman™ are distributed to television stations
in the top 65 markets through an independent distributor, and are vroduced under 3 contract with a
major television advertiser which pays Newsweek weekly and bi-weekly fees for producing and
distriouting both serics to participating stations which. in turn, make other time available to the
advertiser for spot television advertisements. Newsweek's contracts with the advertiser for both the
“Newsweek Feature Servize”” and “Today's Woman" have besn renewed for 26-week terms beginning
March 29, 1976, The “Newsweck Feature Service™ is distributed to stations in 62 major markets and
“Today's Woman” is distributed in 6! major marksts. In 1975 the revenues of the Newsweek
Broadcasting Service accounted for less than 1% of the Registrant's nct operating revenues.

Postel Rate Iucreaces

Approximately 85% of Mewsweek's domestic circulation is from subscriptions delivered by second
class mail, and substantially all subscriptions are solicited by either first or third class mail. Thus
substantial increases in postal rates for iicse classes of mail have had. and any further such increases
could have, a material adverte impact on Newsweek's operating income.

In September 1973 the U. S. Postal Servicc annouic~d rate increascs for all classes of mail;
following a postponement ordered by the Cost of Living Councii, rates for ali classes were increased
effective March 2. 1974, with additional second class rate increases schedvle! to take effect in July in
each of tire years 1974 through 1976. In June 1974 legislation was enacted extunding the phasing from
1976 10 1979. All such increases are permitted to take cffect subject to review, spproval, rejection or
modificati>n by the Postal Rate Commission, and the Commission's decisions are subject to further
approva! by the Board of Governors of the Postal Service.

Based on the ri-te increuses that huve taken +ffect and are scheduled 1o become effective in the
years 1976-1979. and assuming that Newsweek's present weekly circulation rate base remaius in cffect
during this period, it is estimated that Newsweek’s posiage cost for second class mail will increase by
approximately $1.500.000 in 1976, $800,000 in 1977, $1.000.000 in 1978 and $1.000.000 in 1979, and
that by the end of 1980. the first full year in which the final stage of the higher second class rates will be
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in effect, Newsweek's a2nnual sccond class ma.iing costs will exceed its 1975 costs by approximately
$4,300,000.

Postal rates were also increased on December 30, 1975, for first and thitd c'ass mail, which
Newsweek utilizes principally for subscription promotion. The effect of the higher rates for these two
classes of mail +ili be to increase Newsweek's annual cash expenditures by $1,600,000; but because
magazine promotior. costs are not charged to expense when incuired but are instead amortized over the
lives of the related subscriptioas, oaly approximateiy $700,000 will be charged to expense in 1976 and
the full annual effect of the rate increases on Newsweek’s expenses will not be felt until 1977

Brosdesstiy

Television

Through a wholly owned subsidiary the Regisrrant owns, and with a separate staff operates, four
VHF television stations, which accounted for appreximately 92% of its net operating revenues from
broadcasting in 1975. These statioans are lacated in Warhington, D. C., Miami, Florida, Hartford,
Connecticut (purchased on Mat~h 8, 1974) and Jacksonville. Florida. which sre the 8th, 15th, 21st and
6' th largest broadcascing markeis in the United States. Each of th: Registrant’s stations is affiliated
with a2 n-tional network. Althouzh regulations of the Federa! Communications Commission (the
“FCC") limit the term of network contracts to two yeass. such regulations permit successive renewals

and each of the Registrant’s television stations has maintzined its natwork affiliation continuously for at
least ten years.

The Registrant's 1975 net operating revenues from television, by category of advertising, were as

tollows: National ....... e Cerereees . $24,045.165
Local....coovvevnrnnencnne ceene Ceevsenes 11.666.268

Network ...... co i iiinieinernenaranns 3,685.878

Other ... i i e e e, 100,118

B T T $39.497.429

The follnwing table sets forth certain information with respect to each of the Registrant's television
stations:

Station wotos .
and Year Nadoual Expirstion Expirston  Taotal Commerciai
Commoecial Mariat Net Weelkls TV Homer in ADl(ec) Date of Date of Stations (@ Market
Operation Ranting Netwoek Clreulatics FCC Network
Commenced @) ~ Affiliastion o) 1965 1975 License Contract  Allocated Operting

WTOP-TV 8th CBS 1465000 837,000 322900 Cet, 1, April §. VHF.«  VHF4

Washingron. 1978 1977 UHF-3  UHL-
D.C.

1949

WPLG 15th A8C 924000 508.300 842.600 Fet. .. April 2, VHF-4  VHF-4

Mismi, Fla. 1979 1977 CHF-3  UHF)

1961

WFSB-TV 218t CB5  1.91,000 $14.800 653,500 Aprit 1, Srgn 10. VHF-2  VHF.2

Hretford, 1978 1978 UHF-3  UHF-3
Coan.

1957

WIXT 69th CcBS 347,000 234.200 294.500 Feb. 1. Seg(, 29.  VHF.2  VHF-2

Jacksomville, 1979 1978 UHF-3  UHF-1
Fla.

1949

(2) Source: 197576 ADI Market Rankings. Ainerican Rescarch Bureau (Arsbitron). Fall 1975,
based on television homes in ADI (see note (¢) below).

(b) Net weekly circulation is the number of TV houscholds reached by the station &. least once
duning a given week, Source: Arbitron November 1975 Market Reports.

(c) Area of Dominan! Influence (*ADI") is 2 market designation of Arbitron which defines each
television market exclusive of another, based on measured viewing patterns. Sources: 1975 TV humes !

in ADI from Arbitron November 1975 Market Reports; 1965 TV homes in ADI from ARB Seprember
1965 Market Reports.

.

7




In April 1972 the U. S. Government commenced 2 civil action against the three major television
netv/orks alleging that they own or control network prime time entertainment programining to an extent
that violates the Federal antitrust laws; that action was dismissed without prejudice: in November 1974
and an essentially similar acti~n was coramenced in December 1974 and is currently pending. Although
neither the Registrant nor any of its network-affiliated stations is a party to the suit, the action raises a
aumber of questions with respect to the networks’ present operations and a decision adverse (o the
deisndam: could have a material adverse effect on the value of network affiliation agreements and on
the Regisirant's revenues and earnings irom television broadcasting.

Radio

During 1975 the Registrant owned ~nd operated two AM radio broadcasting stations, WTOP in
Washington, D. C., and WCKY in Ciacinnati, Ohio; the {atter station was sold in February 1976. In
1975 the -egisttant's radio broadcasting revenues ware deorived approximaiely 70% from local
advertising, 27% from national advestising and 3% from network advertising and other sources. Since
19569 ¥ 'CP has had a primarily all-news broadcasting format and in 1970 WCKY adopted a format
consisting of popxlar standard music and news and public affairs programming. The following table sets
forth cert ‘a information with respect to the radio stations operated by the Rigistrant in 1975:

Number of
Commercial
Location Expiration Populatios of Statioas ia
and Fower Dute of Network Metropolitsn M
Station (Watts) __Licease Affiliation Ares(e) Arealdy
Washin%t.on. D. C. 50,000 Oct. 1, 1978 CBS 3,082,000 23 AM
wWTO 15 FM
Cincinnati, Ohiv 30,000 Oct. 1, 1976 CBS 1,377,800 8 AM
WCKY 9 M

(28) Scurce: 1975 Survey of Buying Power. Sales Management Magazine, based on 1970 U. S.
Census of Population updated to population of Standard Metropolitan Satistical Area (SMSA)
at December 31. 1973.

(b) Sourcc: Broadcasting Yearbook (1975). Listening audiences of the Registrant’s radio stations
are served not only by local stations but also by AM and FM stations bioadcasting from other
areas.

As noted abeve, in February 1976 the Registrant sold Cincinnaii radio station WCKY for $3.5
million, of which $2.1 million was paid in cash and the remaining 31.4 million is receivable in
installments over a six-year period at 81:% intesest.

Federsl Regulativn of Broadcasting

The Registrant’s television and radio broadcasting operations are subject to the jurisdiction of the
FCC under ..¢ Ccmmunications Act of 1934, as amended (the “*Act”). The Act empowers the FCC,
amony other things, to issue, revoke or modify braadcasting licenses. to assigi frequency bands. to
determine the locution of stations. to regulate the apparatus used by stations, 1o establish areas to be
served, tu adopt regulations necessary to carty out the provisions of the Act and to impose penalties for
violation of such regulations.

Broadcasting licenses are granted for a maxinium period of three years and, upon application. may
be renewed for adcitional three-vear terme. After the Reyistrant's stations WTOP-TV and WTOP in
Washington filed tteir license renewal applications in 1572 petitions were filed to deny the applicationis
of almost all Washington tel:vision and radio stations, but those petitions were denied as to WTOP-TV
and WTOP in June and July of 1975 aad bath stations’ licenses were venewed until October 1, 1975,
anc’ the scations’ most rezent renewal applications, filea 1n 1975, have also been granted (a petition to
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deny the application of WTOP having been dismissed in December) and their licenses have been
further renewed until October 1, 1978. A competing application was filed against the 1972 license
tenewal application of the Registrant’s television station WPLG in Miami and three compeung
applications were filed against the 1972 license renewal application of the Registrant’s television station
WIXT in Jacksenville; the competing application against WPLG was withdrawn in December 1974 and
all aree competing applications agains* WiXT were withdrawn during 1975, with the result that ooth
stations' licenses were renewed until February 1, 1976; and their most recent renewal applicatione, filed
in 1975. have also been granter; (a petition directed against all 334 broadcasting stations in Florida
having been dismissed with respect to 235 of those stations, including WPLG and WIXT) and their
licenses have been fusther renewed untl February 1, 1979.

There has been pending before the FCC for several years an inquiry into the desirability of
establishing program performance or other guidelines applicable to renewal applications that would
assure reasonable sccurity of television licenses to stations that meet those guidelines.

O January 31, 1975, the FCC adopted rules and policies which prohibit future acquisitions which
would result in common ownership of a daily newspaper and either a television station or a radio station
in the same market. The rules in general do not apply to existing common ownership or ownersiiip
interests, except for certain specified interests which must be divested by January 1, 1980, but whici do
not apply to the Registrant’s Washington stations WTOP-TV and WTOP. The rules would preclude the
Registrant from acquiring either a daily newspaper in any market where it owns a radio or a television
\tation, or a television station whose Grade A contour encompasses Trenion, New lersey, where the
Registrant owns a newspaper. Appeals have been filed challenging various aspects of the FCC's action
including the bar to prospective common ownership, the required divestiture of cerian interests within
five years and the Commission’s refusal to require broad scale divestiture; in these appeals briefs have
been fied by a petitioner and by the Department of Justice claiming that the FCC erred in declining o
require brcad scale divestiture, and by the FCC and other parties (including the Registrant) supporting
the FCC's refusal to require such divestiture. The Registrant cannot predict the outcome of such
appeals or the action it might take if the courts were to find that the Commission erred in respects
pert: ent to the Registrant.

There have been pending at the FCC a number of petitions filed by the Department of Justice in
connection with renewal applications of television and radio stations in a number of markets challenging
the common ownership in those markets of television stations and newspapers, and of te.evision and
radio stations and newspapers, on the ground that they constitute an undue concentration of ownership
of communications media in the particular markets and are inconsistent with the public interest
standards of the Federal Communications Act. The Department has not sought termination of the
broadcast licenses but rather orders requiring divestiture within a reasonable time. The FCC's recent
action on common ownership, described above. states generally ihat, although parties may raise
concentration issues by such petitions. the FZC would not regard such petitions as raicing valid issues
necessitating, the designation of renewal applications for hearing absent a showing of economic
meaopolization or of specific abuses. The Registrant does not believe that its broadcast and newspaper
interests and operations in the Washington market provide a basis for such a petition.

The Registrant’s tefevision stations in ‘Vashington, Miami and Hartford are cubject to the FCC's
rules limiting the amount of network and off-network programming they may carry during prime time.
In January 1975 the FCC further modified these rules. effective September 1975, to prohibit the
brosdcast of more than three hours of prime time network or off-network programming per day with
the exception of certain specified types of programming. (" Off-network™ programming consists of any
programs previously broadcast on one of the three major television networks.) The Commission’s
acticns were appealed to the courts, and in April 1975 the United States Court of Appeals for the
Second Circuit generally affinmed the Commission but remanded the case to the Commission for further
consideration and revision of certain asperts of the rules. The exceptic.:s to the rules were somewhat
modified. and the rules as modified took effect ia September 1975. The Commussion has indicated that
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it may further modify the rules in the future in light of experience under them. The Registrant believes
that the basic limitation provides its television stations with greater flexibility and opportunities in their
operations but also believes that the exceptions seriously detract from that flexibility and those
opportunities.

In May 1974 the FCC adopted rules limiting the geographical exclusivity for non-network
programs which a tei2vision station may obtain against other television stations, which rules also affect
the area within which exclusivity against CATYV retransmissions can be obtained. In the opinion of the
Registran: inese rules have not adversely affected the audiences for the non-network programs of its
stations. The FCC has not yet acted on pending proposals to piac: limitations on the length of
exclusivity or the number of exclusive runs. The Registrant does not believe that its audiences would be
adversely affected by reasonable limits on exclusivity, although it cannot predict the outcome of the
portion of the proceeding which remains undecided.

Amendments adopted in 1974 to the Federai Electiocn Campaign Act substituted an over-ail
limitation on campaign spending for the previous limitation on broadca“t expenditures. In January 1976
the United States Supreme Court declared such camipaign spending limitations uncon. itutional,
although the Court upheld the conditioning of the grant of Federal campaign funds to Presidential
candidates on adherence by such candicates to over-all campaign spending limitations. Since political
advertising a~counts for less than 2% of the Registrant's broadcasting revenues it is not believed that
cither the amendments to the Act or the Supreme Court’s decision will have any material effect va such
revenues.

Produci.a and Raw Materials

The Washington Post is produced at the newspaper's principal place of business and plant in
Washington. D. C.. and the Trenton Times is produced at it; plant in Trenton, New Jersey. Newsweek's
domestic edition is normally produced in five independent printing plants in the United States: Dayton
Press in Dayton. Ohio (where most of the photo-ofiset filmmaking and color printing is done and where
the molds and films are made for the other plants); R. R. Donnelley & Sons Company in Chicago,
Tlinois. Old Savbrook. Connecticut and Lancaster. Pennsylvania; and Arcata Graphics in Los Angeles,
California. The international editions of Newsweek are printed in England, Australia. Hong Kong and
Japan.

In 1975 The Washingto Post consumed about 126,000 tons of newsprint purchased from a
number of suppliers including Bowater Mersey Paper Company Limited, which supplied approximately
60% of the Post’s newsprint requirements in 1975 under a contract extending to 1983. The Registrant
owns 49% of the common shares of Bowate: Mersey (the majority interest being held by Bowater
Canadian Limited) which has a normal annual productior. capacity of 170,000 tons of 28%:-Ib.
newsprint and which owns extensive woodlands that provide much of the mill's wood requirements. A
strike in large portions of the Canadian newsprint mannfactusing industry commenced ia mid-1975 and
spread to Bowater Mersey on October 31, 1975, shutting down its production unil its strike was settled
on February 10, 1976; although The Washington Post had built up a substantiai inventory of newsprii t
and its own consumption of newsprint was reduced because of the strike at the Post itself (see page 2 of
this report), during the strike at Bowater Mersey shipments from that supplier were substantially -
reduced snd the Post found it necessary to purchase additional newsprint on the worldwide spot market
at pric~s substantially higher than normal. (The financial statements of Bowater Mersey Paper Company
Limited are included sepurately in this report.) The price of newsprint has risen sharply in recent years,
reaching a range of $260-S270 per ton in January 1975, and is expected lo increase by $25 per ton
during 1976. Because of concern over the adequacy of productior. capacity and a desire to reduce the
amount of virgin pulp required to manufacture newsprini, mcst newsprin: suppliers currently supply

28%-ib. or 30-Ib. basis-weight or lighter grades of paper to replace the standard 32-Ib. basis-weight
newsprint formerly supplied.

In 1975 the Trenton Times consumed about 8.600 tons of newsprint supplied by five citferent
suppliers, the largest of which furnished approximately 45% of the newspaper's total requirements.
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The domestic edition of Newsweek consumed 35,909 tons of paper in 19735, the bulk of which was
purchased from four major suppliers under long-term contracts at negotiated prices. The current cost of
body paper (the principal paper component of the magazine) ranqes fic  $427 to $481 per ton.

During 1974 Newsweek commenced installation of a data transm.ision system incorporaiing
computerized composition and phototypesetting which began initial operation in March 1975 and which
has substantially reduced composition costs.

Competition

The Washington Post is the only moming paper published daily and on Sunday in Washington,
D. C. In July 1972 one of Washington’s two evening daily newspapers ceased publication, so that the
Post currently competes with one evening daily newspaper, which also publishes on Saturday moming
and on Sunday, and encounters competition in varying degrees from nationally circulated newspapers
and less-frequently published local newspapers. as well as from television, radio, magazines and other
advertising media. In addition, to the exient that the Post is distributed in suburban and outlying areas it
competes with newspapers published in rearby cities and towns.

The Trenton Times circulates principilly in Mercer County, New Jersey. where its chief competitor
is a moming tabloid published in Trenton on weekdays and on Sunday. The Times is also distributed in
nearby counties in New Jersey and Pennsylvania, where its circulation is less than that of newspapers
published in those counties. Moming, evening and Sunday newspapers published in New York and
Philadelphia are also distributed in the Times' principal circulation area but are mot significant
competitive factors.

According to figures compiled by Publishers’ Information Bureau. Inc., of the 34 magazines
reported on by that burcau Newsweek ranked third in total advertising revenues in 1975, when it
received approximately 6.6% of all advertising revenues of the magazines included in the report. The
magazine industry is highly competitive both within itself and with other advertising media which
compete for audience and advertising revenue; television in particular has been attracting a comsistently
increasing share of annual advertising expenditures.

The Registrant’s broadcast stations compete for revenues with other advertising media such as
newspapers and magazines and, within their coverage area, with television and radio stations serving the
same or nearby areas. In addition, cable television systems (“CATV'), which operate gencraily on a
subscriber payment basis, are expected to expand their operations in the Registrant’s broadcast markets
and compete by importing out-of-market television signals or by originating programming to the extent
permitted or required by present or future rules of the FCC. Under FCC rules effective March 31,
1972, CATV systems may import a greater number of out-of-mazket signals into the ielevision markets
in which the Registrant operates than was possible under previous regulations. particularly in certain
parts of WFSB-TV's market, although unlimited importation of such signals is not presently permitted.
The rules also presently contain significant limitations against CATV's importing by distant signals into
a top-50 market, such as Miami, Washington or Hartford, syndicated programming and feature films as
to which a station in the market has exclusive rights. Exclusivity provisions governing programming
imported by CATV systems in markets below the top 50, such as Jacksonville. are much less rigorous.
The rules also contain certain limitations on importation of network programs into a market where the
program is broadcast simultancously by a local station. although those limitations were substantially
relaxed in 1975. The 1972 rules generally contemplated an increase in cable originations of
programming and advertising and permitted pay cable television operations, subject to certain
limitations which also were relaxed in 1975. These relaxations and the FCC's authority to impose any
limitations on pay cable originations are presently under review in judicial proceedings. More recently.
the FCC eliminated limitations in its 1972 rules on which out-of-market stations CATV systems could
choose to carry. and still other rule-making proceedings in which further relaxation of the 1972 rules is
contemplated are pending before the FCC. CATV operators. supported in some instances by various
Federal Goverament officials. are urging in court proceedings. before the FCC and in Congress that
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virtually all regulation of CATV importation of ou:-of-market signals and of pay cable should be
abolished. CATV operations could, over a period of time, adversely affect the Registrant’s revenues
from broadcasting. Further, technological advances in such systems might adversely affect the
Registrant's newspaper and magazine publishing interests in various ways should there be established a
commercially ieasible means for the distribution of news in a format similar to newspaper and magazine
presentation.

The Registrant’s publications and broadcasting stations also compete for readers’ and viewers' time
with various other leisure-time activities.

The future of publishing and broadcasting depends on a number of factors, including the general
strength of the economy, population growth, technological innovations and new entertainment and news
dissemination systems, overall advertising revenues, their relative efficiency compared to other
advertising media and, particularly in the case of broadcasting, existing and propcsed government
regulations. .

Employees
The Registrant and its subsidiaries employ approximately 4.700 persons on a full-time basis.

The Washington Post has approximately 2,300 full-time empioyees, of whom about 2,100 are
represented by one or another of ten unions. On September 30, 1975, the Post’s collective bargaining
agreements with eight craft unions representing approximately 1,300 full-time production employees
expired; on October 1 one of those unions, representing 204 pressmen and 42 stereotypers, went on
strike and commenced picketing after the Posr’s presses and related equipment were extensively
damagec, and approximately 1,000 other employees represented by seven other craft unions (including
six whose contracts had expired, two of which also went on strike, and one with an unexpised contract)
refused to cross the picket lines, as did a minority of the approximately 800 full-time editorial and
commercial employees represented by another union with an unexpired contract. During the work
stoppage, which.extended until mid-February 1976 the Post missed only one day of publication, but
during the fourth quarter cf 1975 lost about 4.6 mulion lines of advertising due to the press damage and
the strike.

Before the end of February 1976 new labor contracts had been reached with five of the eight
unions at the Post whose contracts had expired in 1975; the new contracts cover 387 full-time mailers
and mailroom helpers, paperhandlers and general workers, photoer.gravers, electricians and engineers.
New contracts were expected to be reached with two unions representing 72 building service employees
(who were working witkout a contract) and 25 machinists, but contract negotiations had been broken
off with the union representing both the pressmen (who had been replaced by newly hired employees
starting in December 1975) and the stereotypers. On March 31, 1976, the Post’s collective bargaining
agreement with a local union of the American Newspaper Guild will expire; a rival union has filed a
petition with the Nationai Labor Relations Board seeking an election to determine which union, if any,
shall represent the editorial and commercial employees heretofore represented by the Newpaper Guild.
Under the Posr’s contractual commitments as of December 28, 1975, and the new labor contracts it has
reached or expects to reach in 1976, the newspaper's direct wage costs for 1976 are expected to exceed
its 1975 direct wage costs (which were reduced because of the strike during the fourth quarter) by
approximately $10,450,C00.

Of the approximately 350 full-time employees and 130 part-time employees at the Trenton Times,
about 20 are represented by a union; the newspaper's collective bargaining agreement with the
pressmen’s union representing thosc employees expired on November 30, 1975, since which date
negotiations looking toward a new contract have been in progress.

Newsweek has approximately 1.250 full-time employees, including approximately 250 full-time
editorial staff members in New York, some of whom are represented by the New York Newspaper
Guild under a collective bargaining agreement which expired at the end of 1975; at the date of this
report a new Guild agreement had not yet beea negotiated and the terms of the expired agreement
remained in effect. Newsweek has never experiznced a strike, although there have been occasional work
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stoppages by employees of one of its independent printers which have not materially interfered with the
publication of the magazine.

There are approximately 700 full-time employees in tae Registrant’'s broadcasting operations, of
which number 260 are union-represented. During 1976 seven collective bargaining agreements will
expire, four on May 10 covering S5 on-the-air performers, writers and production personnel at WTOP
television and radio in Washington, one on July 31 covering 5 other WTOP television and radio
employees, one on July 8 covering 14 on-the-air performers at WIXT in Jacksonville and one on
October 23 covering 27 technical employer s at WPLG in Miami.

For 1975, the total expense of The Washington Post’s circulation dealer profit incentive plan was

$571,000.
Properties

The Reglstrant owns the publishing plant and principa! offices of The Washington Post in
Wavhinstor, . C,, including both a seven-story building in use since 1950 and expanded plant facilities
and a connected nine-story office building on contiguous property completed in 1972. The additions.
together with production equipment and furnishings and renovation of existing facilities, cost
approximately $31,800,000. The seven-story building, which was constructed in 1950 and enlarged in
1960, provides 264,000 square fe:t of floor space. The expansion program added 258.000 square feet
of floor space. To accommodate the long-term requirements of The Washington Post, during 1975 the
Registrant acquired 10.6 acres of essentialy undeveloped land in Fairfax County, Virginia. and signed a
contract to purchase in 1976, subject to various conditions. approximately 10 acres of undeveloped land
in Moatgomery County, Maryland; both sites aie suitable for the construction of facilities for the
assembly and distribution to subuvrban locations of copies ot The Washington Post and, if made feasible
by evolving production techniques, for the construction of “satellite” plants for printing 3 or parts of
the newspaper.

The Trenton Times owns its modern three-story plant and office building in Trenton. New Jersey.
Completed in 1962, the building contains approximately 109,000 square feet.

The principal offices of Newsweek are located at 444 Madison Avenue, New York. N. Y., where
Newsweek leases 136.425 square feet of floor space at an annual rental of $1,135,801 under a lease that
will expire in 1979. Subscription fulfilment and computer operations are iocated in Livingston, N. J..
where Newsweek leases 38,600 square feet of floor space at a basic annual rental of $144.750 under a
lease that will expirc in 1986.

The principa: offices of the Registrant’s broadcasting operations are located at Broadcast House. a
building owned by the Registrant at 40th and Brandywine Sireets. N. W.. in Washington. D. C. Each of
the Registrant's stations aiso operates in facilities owned by the Registrant except for the transmitting
site for WPLG in Miami. which is held under a 99-vear lease with a remaining life of 85 years (and
except that -adio station WCKY in Cincinnati, which was sold in February 1976, rented its office and
studio facilities).

Robinson Terminal Warehouse Corporation's facilities at Alexandria, Virginia, are adjacent to the
business district and include two wharves and several warehouses, all but one of which are owned. The
owned warehouses occupy approximately six acres of land and provide 187.000 square feet of space;
leased space adds 44,000 square feet held under long-term arrangements costing $37.100 per year with
certain purchase options and 35.000 square feet occupied under a short-term lease expiring on April 1,
1976. Robinson is constructing on its own »;operty an additional warehouse containing approximately
40,000 square feet which will increase its pro-ent storage capacity of 48.000 tons of newsprint by about
4,000 tons.

In addition to the foregoing operating facilities, the Registrant owns the Lee House, a hotel, and
the lar.d on which it is situated on the corner of 15th and L Streets, N. W., in Washington, D. C,,
adjacent to The Washington Post publishing plant. This property has been leased through 1982 to Lee
House, Inc., which operates the hotel at an annuai aet rental of $97,500.
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Isem 2. Summary of Operations.

Fiscal Year Ended

December 28, December 29,

December 30, December 31, Jsauary Z,
1973 1972 1972

1978 1974
(Amousts in thousands except per share dats)
Net operating revenues
Advertising .........ccviieniiiniiinnienens $225.500 $216,001 $188.472 $166,100 $147,633
Circulation ......c.coviiriinnnieaaiecsosesanen 78.566 67,546 54,612 47,421 42,397
OthEL .oueriiieeinnrnsscssscossasscsannss 5.269 4,032 3.865 4323 2.7119
309,335 287.579 246,949 217,844 192,749
Costs and expenses
Operaling . .....ooovviurrernrnanenaorooossns 209.340 188,382 164,688 146,644 133,869
Selling, general and administrative ........... 67.281 66.165 52,952 46.254 41,250
Depreciation and amottization ........c..voees 4,937 4,319 3.617 3,140 2,436
Amortization of goodwill and other intan- .

Bibles .o 953 573 -— - -—

' 28251 259.439 221,257 196,038 177,555
Income from vperations ..................0 cere 26.824 28.140 25,692 21.806 15,194
Other income

Interest ..o..ovvnenncnenanns Cereaiarrenaes 774 1.794 2481 804 845
OIET . vvvvvereniracssonsiissansonnnsness 236 211 180 339 246
Equity in eamings of affiliates (Note 2) ...... 1,884 25N 1.022 512 509
2.894 4,576 3.683 1.655 1.600
Other deductions
Interest .......... feeieteransnieereeeens cens 374 3,461 2411 2,484 174
(071 VY U 382 481 411 756 501
_d_lﬁ 3,942 2,822 3.240 3.27¢
Income before incomc taxes, extraordinary
items and special credit ..................... 25,552 28.774 26.533 2322 13.519
Provision for income taxes
CURTEAL . oot vieeinenaiannainosnsoncsnnsane 9.189 13.664 10.562 7.485 5,698
Deferred . ...oovevviiiurrsrracrocroarinranrons 4.361 669 2,657 2721 1.037
13,550 14,333 13,219 10.206 6.735
Income before extraordinary items and special
CEAIL . oo eevtienriieaninntracasesersonanss 12,042 14,441 13.334 10,015 6.784
Exaaordinary items (Note 3) ............ verees — -_ - (283) 387
Special credit (Note 1) .......covvieinininnnntn - - - - 4,586
NeL ICOME ...veieiiiivnnnnnererrreneennnons $ 12042 S 444l $ 13.334 S 9732 S 11.757
Earnings per common and common equivalent
share (Note &)
Primary
Income before extraordinary items an)
ial cvedit .. oiiiiiiioiniian e $2.55 $3.04 $2.80 $2.08 $1.52
Extraordinary items..........ccco0nuenens -— — —_ (.08} 09
Special credit ... ....iiiiiiiiiieneeen - - - - 1.04
NCt INCOME ...oovvivnnrirnrraoevenes $2.55 $3.04 $2.80 $2.02 $2.65
. ———
vully diluted
Income before extraordinary items
and speciad eredit . ....... .. il §2.55 $3.04 $2.50 $2.07 $i.52
Extraordingry items .. .........oviinn — -— - (.06) V9
Special credit......oooveiiiiiiiiiii —_— - -— _— [ W2]
NEE ICOME .o ovvvneianreaaneeenananns 3255 S3.04 52.80 5201 STl
Dividends on common stock .......... eereeees S 50 S .50 S 40 $.20 S .2V
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1.

2.

NOTES TO SUMMARY OF CPERATIONS

In the fiscal year ended Janua-y 2, 1972 (“fiscal 1971"), the Company changed its methods of
accounting for magazine subscription procurement and book promotioa costs so as to better match
revenues and expenses. These changes increased net income in fiscal 1971 by $681.000 or $9.15
per common and common equivalent share. The special credit in fiscal 1971 is after reduction for
taxes on income of $5,068,000 and represents the cumulative effect of these changes in accounting
methods on periods prior to fiscal 1971.

In 1971 the Company adopted the equity method of accounting for its 49 per cent investment in
Bowater Mersey Paper Company Limited. Net income in fiscal 1971 was reduced by $26,000 from
that which would have been reported had the equity basis not been adopted. Dividends received
from Bowater for the five years ended December 28, 1975 were $874,000 in 1975; $521,000 in
1974; $293,000 in 1973; $441,000 in 1972; and $510,000 in 1971.

.

. The extraordinary items were as follows:
Flocnl Yeas Ended
December 3 Jamusay 2,
1972 v 1972

Tax benefit from charitable coatribution of FM
broadcast facilities ............ciiiiiiiiiia.. $ 387,000

Extraordinary loss on sale of Art News magazine,
including income taxes of $124,000 on gain
realized for tax purposes but not for book
PUFDOSES ... oviitieenaes nronosnorvascsnnsenns $ (283.000)

0 0T S {283,000) S 387,000

. Per share amounts are based upon the weighted average number of shares of common stock and

‘common stock equivalents outstanding during the periods: 4,725,335 in 1975; 4,749,981 in 1974;
4,754,682 in 1973; 4,806,802 in 1972; and 4,429,090 in 1971. Shares issuable under stock options
are considered common stock equivalents when the fair value of the share. exceeds the option price
during the period. The number of such equivalents is tuen 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 excrcised. Fully diluted per share data is based upon the assumption that the convertible
preferred stock outstanding during each of the periods (all of which was converted in fiscal 1971)
had been coaverted into shares of Class B common stock on the first day of each fiscal year. The
weighted average number of shares used in the computation of fully diluted per share amouats was
4,731,060 in 1975; 4,750,350 in 1974; 4,754,903 in 1973; 4,837,167 in 1972: and 4,449,020 in
1971.
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Discussion and Ans'ysis of the Summary of Operations
1975 compared w 1974

Despite improved carnings at the Magazine and Broadcasting Divisions, net income decreased in
1975 due to strikes at The Washington Post and Bowater Mersey (the Registrant’s Canadian newsprint
manufacturing affiliate), reduced advertising linage and increased expenses in the Company’s
Newspaper Division, and reduced interest income.

Advertising revenues increased by $9,499,000, or 4.4%, over 1974. The increase was principally
due to the acquisition in 1974 of station WFSB-TV (in March) arnd the Trenton Times (in October) and
also to improvements in sales at the Company’s other broadcasting stations, which more than offset an
estimated $8 million loss in advertising revenues resulting from the pressroom damage and strike at The
Washington Post waich began on October 1 and continued into 1976. Advertising rate increases at
Newsweek together with increased c-les of higher-rate pages in a demographic editiun almost
compensated for a substantial decline in Newsweek’s total advertising pages. *

Circulation revenues in 1975 were $11,020,000, or 16.3% more than in 1974. The acquisition of
the Trenton Times accounted for almost one-quarter of the change, and higher Newsweek revenues
from single-copy and subscription price increases accounted for about two-thirds. Decreased sales
volume of Newsweek Books reduced revenue by approximately $2.5 million, but revenues increased by
about the same amount as the result of a change madz in the latter part of 1975 from a wholesale to a
retail pricing structure for a substantial part of the circulation of The Washington Post as described on
page 2 of this report.

Other revenues increased by $1,237,000, prinaarily reflecting increased sales of television
programming produced by Newsweek and the Broadczsting Diviston.

Costs and expenses in 1975 increased by $23,072,000 or 5.9%. The principal clements
contributing to the rise in 1975 costs were increases in the cost of wages, materials and services
(including additional service costs equal to the additional revenues resulting from the change in
circulation pricing at The Washington Post oted ahove and on page 2 of this repott), an increased level
of magazine subscription promotion and the acquisitions in 1974 of station WFSB-TV and the Trenton
Times. These elements subswoatially outweighed non-recurring cost reductions associated with' the strike
at the Post (after giving effect :0 amounts recoverable from insurance), reduced costs atuributable to a
lower volume of activity at Newsweek Books, and ths absence in 1975 of Executive Newsweek start-up
costs incurred in 1974,

Increased depreciation and amortization of facilities reflected additions to plant, while the increase
in amortization of goodwill reflecied the first full year's ownership of station WFSB-TV and the Trenton
Times.

Operating income in 1975 was $1,316,000, or 4.7%. lower than in 1974. The pressroom damage
. and strike at The Washington Post caused an estimated reduction in operating income of $1.700.000.
Even without this reduction, newspaper operating income would have been lower than in 1974 duc 0 a

drop in advertising linage at both The Washington Post and the Trenton Times.

Interest income decreased by $1,620,000 as temporary investments of cash held in early 1974 were
reduced to purchase station WFSB-TV and the Trenton Times dJuring that year and interest rates
declined in 1975.

Equity in earnings of affiliates decreased in 1975 because of a strike at Bowater Mersey whidi,
halted production from October 31, 1975 to February 10, 1976.

Income taxes as a percuntage of pre-tax income ros: from 49.8% in 1974 to 52.9% im 1975
because state and local taxes increased, because of an increase in amortization of goodwill, which is not
tax-deductible, and because a smaller proportion of pre-tax income was represented by the Registrant’s
equity in the earnings of its afilliates. The ratio of income taxes to pre-tax income rises with a decrease
in the portion of pre-tex income represented by equity in earnings of affiliates; that is because the equity
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in earuings of affiliates, although included in pre-tax income, already reflects foreign income taxes
accrued by the affiliates and is not subject to further incorue tax (until actually paid out as dividends).

The weighted average number of common and common equivalent shares decreased beczusc of the
repurchase of 93,650 shares of Class B comnion stock in 1975.

1974 compared 10 1975

The increase in net incorae in 1974 was due primarily to improvement in the operations of
Newsweek magazine and Bowater Mersey.

Net operating revenues in 1974 rcee by $40,530,000, or 16.5%, over 1973, of which amount
$27,529,000 represented a 14.6% increase in advertising revenues and $12,934,000 refiected a 23.7%
increase in circulation revenues. A little more than one-third of the rise in advertising revenues was
contributed by the operations of station WFSB-TV, purchased oe March 8, and the Trenton Times,
purchased on October 18; the rest was attrihutable to higher advertising rates at The Washington Post
and Newsweek and improved advertising sales at the Registrant’s three other teievision stations. The
rise in civsulation revenues principally reflected increases in the subscription and single-copy prices of
both The Washington Post and Newsweek and higher Ncwsweek circulation.

Costs and expeuses in 1974 were $38,182,000, or 17.3%. greater than in 1973. Of that increase,
about one-fourth represented the operating costs of station WeSB-TV and the Trenton Times after they
were acquired; th . remainder was due primarily to increases in wages and costs of materiais and
services and to increased depreciation of plant fadilitics. The two acquisiions also resulted in the
creation of approximately $38 million of goodwill, which is being amortized over a 40-year period; in
1974 such grodwill was amortized only after the dates of the respective acquisitions.

While 1974 operating income was 9.5% higher than in 1977, operating income was adversely

affected by losses at Newsweek's Book Division and profit margins were low2r in the Newspaper and
Broadcasting Divisions.

Other income rose in 1974 by $893,000. This increase was attributable to a ris2 of $1.549,000 in
the Registrant's equity in the eamings of its affiliates (prncipally reflecting sules of newsprint at higher
prices by Bowater Mersey Paper Company Limited), which was more than enough to offset a $687,000
decline in interest income as cash previously invested was used in 1974 to purchase station WFSB-? .
and the Trenton Times. Other deductions, on the other hand, rose by $1,120.000 chicfly as the resulz of
an increase of $1.050,000 in interest expense, principally resulting from payments on a bank borrowing
in March which financed a portion of the purchase price of station WFSB-TV and a promissory note
issued in October a2 part of the purchase price of the Trenton Times.

lucome taxes were 49.8% of pre-tax income in both 1974 and 1973, but there were otisettiag
changes during 1974. The ratio decreased principally because equity in the carnings of affiliates
represented a greater jortion of pre-tax income im 1974 than in 1573. However, amortization of
goodwill, which is not tax-deductible, became substantial for the first time in 1974 and coatributed to an
increase in the ratio.

Item 3. Properiies.
Reference is made te the information contained under the heading “Properties” on page 13 of this
report.

Item 4. Parenss and Subsidiaries.

Mrs. Katharine Graham, by virtue of her rccord and beneficial ownership of 28.4% of the
outstanding shares of Class A Common Stock of the Registrant, . :r exclusive right to vote an additional
21.7% of said class of stock and her pcsition as Thairman of the Board of the Registrant and Publisher
of The Washingtor: Post, may be deemed to be a “"parem” of the Registrant.

17




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

.

Jurisdicton % of Votiag

of Steck Owned

Name of Subsidiary Facorporatios by Registraut
Newsweek, Inc...........coiiiiiiiiiiiiiiieaneens New York 1009
Trenton Times Corporation .........ocvevvvivvnnennn. Delaware 100%
Post-Newsweek Stations, Inc. ............c.cnvunnn.. Delaware 100%
Post-Newsweck Statioas, Capital Area, Inc. ........ Delaware 100%
Post-Newswezek Stations, Florida, Imc. ............. Florida 100%
Post-Newsweek Stations, Connecticut, Inc. ......... Delaware 100%
Top Market Television, Inc. ...................... Delaware 100%
Drmacours, Led. ... ...t United Kingdom 100%
Postrib Corp. ..o vviiiiiiiiiiiiiii i iieeiiieieanann Delaware 50%
Robinson Terminal Warehouse Corporation .......... Delaware 85%
Bowater Mersey Paper Company Limited ............ Nova Scotia 49%

All the subsidiaries listed above are included in che Registrant’s consolidated financial state ments
except (i) Bowater Mersey Paper Company Limited, for which separate financial statemerts are
incl+ded in this report, and (ii) Postrib Corp.. which is not a significant subsidiary.

itera S. Pending Legal Proceedings.

The Registrant is a party (0 an action entitled Forrestul Village, Inc. v. Katharine Graham and The
Washington Post Company institated ca June 11, 1974 in the U. S. District Court for the District of
Columbia in which the plaintiff, a holder of 30 shares of the Registrant’s Class B Common Stock.
alleges in general that certaiu prospectuses, proxy materials and reports of the Registrant violated the
disclosure requircments and proxy rules of federal securities laws; that the defendants wasted corporate
assets in various ways, such as by donating an FM radio station to Howard University, incurring
unreasonable business expenses, paying unrcasonable compensation, authorizing improvident acquisi-
tions, carrying on “ideological vendettas against public officials” and pursuing editorial policies
detrimental to the Registrant's business; and that the defendants have refused to allow Class B
stockholders to make various proposals at stockholders’ mectings .d have otherwise disenfranchised
such stockholders. By crders dated January 30 and February 10, 19, u, the District Court dismissed the
complaint, which was assertedly brought on behalf of the plaintiff individually, the Registrant and all
Class B stockholders as a class and which sought compensatory and punitive damages and the right to
rescind purchases of Class B stock. The plaintiff has filed a notice of appeal from the orders of the
District Court.

The Reypistrant is the defendant in an action entitled Newberry et al. v. The Washingion Post
Company instituted on November 7, 1975. in the U.S. District Court for the District of Columbia. The
plaintiffs a1e 14 route distnibatoss € The Washingron Post who allege that the Registrant has engaged in
a number of antitrust violations in its reiationship with its distributors, including resale price fixing,
restrictions on resales, exclusive dealing, price d'scrimination and monopolization; in addition to treble
damages in an unspecified amount, the plaintiffs seek to enjoin the alleged violations and to void new
age:ncy agreements berween the Registrant and most of its city home delivery distributors. On Sanuary
13, 1976, the Court ruled that the !4 plaintiffs cannot maintain the action as a class action on behalf of
approximately 180 city home delivery distributors. The Registrant has denied all the material
allegutions of the complaint, to which it believes it has meritorious defenses.
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On October 28, 1975, the Registrant commenced in the Superior Court for the District of
Columbia an action entitied The Washington Post Compuny v. International Printing and Grapnic
Convnunications Workers et al. seeking recovery of $i0 million in compensatory damages and $5
willion in punitive damages resulting from the extsnsive vandalism to the presses and related equipment
of The Washington Post immediately preceding th: Post pressmen’s strike on October 1, 1975 the
defendants include the international and lucal unions representing employees theretofore employed in
the newspaper’s pressroom as well as officials of those unions and a number of individual pressmen. On
January 15, 1976, both the international and local uaions filed counterclaims agzinst the Registrant; the
international union seeks $5 uillion in actual damages and $10 million in punitive damages for
defamatioa and $100,000 in actual damages and $10 million in punitive damages for abuse of process,
and the iocal union seeks $10 million in actual damages and $19 million in punitive damages alleging
that ¢. . Registrant hes iniured the local union, terminated its *“advantageous contractual relationship™,
conspired to blacklis. its members, employed professional stnikebreakers, violated the Fair Labor
Standards Act, employel minors and interfered with peacefud picketing. The Registrant believes that it
has meritorious defenses to the unicas’ counterclaims.

The Registrant is a party to varic us other civil iawvsuits that have aricen in the ordinary course of its
business, including actions for libel and invasion of privacy. In management's opinion - ° Registrant
carries adequate insurance against liability in such actions and is not a party to any other mawerial
litiy ation.

Item 6. Iacreases and Decreases i Ousstanding Securities.
Qlass B Common Stock:

Shares outstanding 12/29/74 ... ... it 3,986,368

Issued diaring the year . ...........l L et eeeeiberaas et 7.250

Repurchased during the year ........ovviviiniiiiiriineninsenss (93,650)

Shares outstanding 12/28/75 . ... .. ... it e 3,899,968
Options to Purchase Class B Comimoa Stock:

Shares subject to options outstanding 122974 ................... 296,400

Shares subject to options granted S/7/75 ..., 13.500

Shares subject to opt'ons exercised or lapsed—first quarter (2,500).
second quarter (9,150), third quarter (950) and fourth quarter

011 ) (14,100)
Shares subject to options outstanding 12/28/75. ... 295,800
Item 7. Approximate Number of Equity Security Holders. " Nember of
Tide of Qias Hol:::::‘(a)
Class A Common Stock ................ 14
Class B Common Stock ................ 2,000

{a) As of December 28, 1975.

Item 8. Executive Officers of the Registrant,®

Nawe ;\_Q:’ Posltlon(s) Held
Katharine Graham ..................... 58  Chuirman of the Board (since May 1972);
Publisher of The Washingion Post (since
April 1969)
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Name Age* Position(s) Held

Joe! Chaseman . ....... N 49  Vice President (since July 1973)" Fresident of
Post-Newsweek Stations, Inc. (since June
1973)

Osboza EMioit vvevnivinvnennennnnen,, 51 Vice President (siace May 1971): Chairman of
the Board of Newsweek, Inc. (since March
1972)

Alan R. Finberg ............... ... ... 48  Vice President, Secretary and General Coun-
sel (since April 1971}

Larry H. Israel ...........ccovvinn. o 56  President (since May 1973)

Mark ¥ Mcogher ...ooiiiiiiaiiiane, 43  Vice President (since June 1970) and Execu-

tive Vice President and General Manager of
The Washington Post (since Sepreraber
1974)

Martin Cobenn......coceiieiiinennnnnnn 43  Vice President—Finance ard Treasurer (sirce
June 1975) and Controller (since January
1973)

*As of Jannary 1, 1976.

here are no family relationships between any of the Registrant’s exec: tive officers. Such officers
do rot hold office for fixed terms, but are elected to serve natil their resignation or removal or antil
their succcssors shall have been elected.

The principal business experience of such executive officers during the past five years has been as
follows: . .

Mrs. Graham was President of the Revictrant until May 1973, when she becz: :e Chairman of the
Board; she has also been Publisher of The Washington Post for the past five years. Srior to joining the
Registrant as chief executive officer of its bioadcasting division in June 1973 Mr. Chaseinan had for
more than five years been u Vice Presi”=at of Westinghouse Broadcasting Lompany, Inc. Mr. Elliott
was Editor of IWewsweex nagazine fro.n , ~61 until 1969, Editor-in-Chief from 1969 to 1972, Editor
irom 1972 to 1975 and has again beeu F.ditor-ir.-Chief since September 1, 19, 5; he served as President
of Mewsweek, Inc. from April 1971 to March 1972, since which time he has bzen Chairman of its
Board. Prior to joining the Registrant as Vice President, Secretary and General Counsel in April 1971,
Mr. Finberg was Associate Counsel oi Genera! Dynamiics Corpo.aticn. Vir. Israel was chief executive
officer of the Regisirant's broadcasting division from August 1968 uncl May 1973, when he became
President of the Registrant. Messrs. Meagher and Cohen have both been employed by the Registrant in
an executive capacity for more than five years.

Item 9. Indemnification of Directors and Officers.

The information called for by Item 9 is unchanged from the information provided in response to
Item 9 in the Registrant’s report on Form 10-XK f~r its fiscal year ended December 29, 1974, and is
accordingly omitted frcm this report pursuant o Generai Instruction H to Form 10-K.

Item 10. Financial Statements and Fxhibits Filed.
() Firancizl 51 tements

As listed in the accompanying index to financial statements.

\
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(b) Exbibits
1 —i.ctter agreement dated January 20, 1976, ameading the Agreement for the Sale
and Purchase of the Assets of Radio Station WCKY dated as of November 15,
‘974, between Post-Newsweek Stations, Florida, Inc., and Truth Publishing

Company, Inc.
—Statement of Amendments to The Washington Post Company Employces Profit

2
Sharing Plan effective December 23, 1975.

P —Agreement dated November 12, 1975, between the Registrant and American
i Security and Trust Company, as Trustee, amendintg the Registrant’s Profit Sharing
I Trust Agreement.

' 4 —Statement of Amendments to The Washington Post Company Circulation Dealers
j Profit Incentive Plan effective July 1, 1975.

'/ 5 —Calculation of earnings per share of common stock (filed pursuant to Instruction 3
i to Item 2 of Form 10-K).
i
[}
/
’ PART II

|
{ Responses to Part 17 (Items 11 through 15) are omitted pursuant to General Instruction H to Form
16~K. Within 120 days from the end of the fiscal year covered by this Annual Report th~ Registrant will
file with the Securities and Exchange Commission a definitive proxy statement pursuant to Repulation

t4A involving the clection of Directors of the Registrant.
i

SIGNATURES

Pursusut to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the
Registrant has duly caused this report to be signed ou its behaifl by the undersigned, thereunto duly

authorized.
THE WASHINGTON POST COMPANY

By ...\MX0
Alan R. Finberg
Vice President

Dated: March 29, 1976
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INDFX TO FINANCIAL STATEMENTS

THE WASHINGTON POST COMPANY PAGE
Report of Independent AZCOUNLADLS ... ..viviiteiivrneronerstorunieosroransoncoararananans 23
Consolidated Balance Sheets at December 28, 1975 and December 29, 1974 ................ 24
Consolidated Statements of Income for the Two Years Ended December 28, 1975 ........... 26
Consolidated Statements of Changes in Capital in Excess of Par Value, Retained Eamnings and
Treasury Stock for the Two Years Ended December 28, 1975 ......oooviiiiiiiiiinaat, 27
Consolidated Statements of Changes in Financial Position for the Two Years Ended December
3 T U i L T R 28
Notes to Consolidated Financial Statements ................coevienenennnnnns e, 29
Schedules for the Two Years Ended December 28, 1975 ............ovnvins b e eeenneraes 36

—Investments in, Equity in Earnings of, and Dividends Received from Affiliates
—~—Property, Plant and Equipment

—Accumulsted Depreciation and Amortization of Property, Flant and Equipment
VIl —Goodwill and Other Intangibles

S <H

VIII —Accumulated Amortization of Goodwill and Otaer Intangibles
XIl ~Valuation Accounts and Reserves
BOWATEI MERSEY PAPER COMPANY LIMITED
Report of Independent Chartered ACCOUNLANTS ... ..oovinrneniniieracraensncnsaeioneerones 42
Consolidated Bzlance Sheets at December 31, 1975 and 1974 ... ... iiiiiiiaiiat, 44
Consolidaied Statements of Income and Retained Eamnings for the Two Years Ended
December 31, 1978 o ittt ittt ittt rite et raar et s 46
Consolidated Statemeuts of Chmgw in Financial Position for the Two Years Ended
December 31, 1075 ..ot it i e et e e 47
Consolidated Statements of Changes in Contributed Surplus and Cuapital Redemption Reserve
for the Two Years Eiided December 31, 1975 ... it iiaiiieeees 48
Not:« 0 Consolidated Financial Statements ........ ...ttt iiiiiiiiiiraieneean. 49
Schedules for the Two Years Ended December 31, 1975 ..o i iiiieiiiiiiinieneennns 53

V —Properties. Timberlands, Plant and Equipment

VI —Accumulated Depreciation and Depletion of Buildings, Docks, Dams, Plant,
Fquipment, Timberlands and Woods Equipmeat

IX —Bonds, Mortgages and Similar Debt
XVI —Supplementary Income Statement Infcrmation

All other schedules have been omitted ecither because they are not applicable or because the
required information is included in the consolidated financial statements or the notes theretc.

Finaancial statements and schedules of The Washington Post Company (unconsolidated) are omitted
for the following reasons:

(a) The Company is primarily an operating company and consolidated financial statements of the
Company and its subsidiaries are included,

(b) The aggreyate of the minority interest in a subsidiary and indebtedness of that subsidiary which
is held by outside partivs is not material in relation to consolidated assets. and

(c) All other subsidiaries included in the consolidated financial statements are wholly owned, with
no significant debt that is not guaranteed by the parent.
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REPORT O7 INDEPENDENT ACCOUNTANTS

To the Board of Directors and Shareholders of
THE WASHINGTON PosT COMPANY

In our opinion, based upon our e¢xaminations and the rcports mentioned below of other
independent accountants, the financial statements listed in the accompanying index piesent fairly the
financial position of The Washington Post Company and its subsidiaries at December 28, 1975 and
December 29, 1974, and the results of their operations and the changes in their financial position for
the years then ended, in conformity with generally accepted accounting principles consistently applied.
Our examinations of these statements were made in accordance with generally accepted auditing
standards and accordingly included such tests of the accounting records and such other auditing
procedures as we considered necessary in the circumstances. We did not examine the financial
statements of Bowater Mersey Paper Company Limited, a 49 percent owned affiliate, the investment in
which is accounted for by the equity method, which represents 5 percent (5 percent for 1974) and 12
percent (14 percent for 1974) of consolidated assets and net income for 1975, respectively. These
statements were exam'ned by other independent accountants whose reports thereon have been
fumished to us, and ~ur opinion expressed herein, insofar as it relates to the amounts included for
Bowater Mersey Paper Company Limited, is based solely upon the reports of the other independent

e //v(a-e waﬁf4°“w ‘6}

PRICE WATERHOUSE & Co.

February 13, 1976
Washington, D. C.




THE WASHINGTON POST COMPANY
CONSOLIDATED BALANCE SHEETS

ASSETS
. Dmr"b,est 28, Decelq,g:f 29,
‘ Current assets _
Cash, including time deposits of $4,200,000 in 1974.......... $ 2,077.000 S 8,072,000 )
Commercial promissory notes and other marketable securities at
cost which approximates market value .............cooonnen . 18,586,000 7,181,000
Accounts receivable, less estimated returns, dout.tful accounts and '
allowances of $4,137.000 and $4,021,000 (Schedule XII) ... 40,496,000 39,472,000
Inventories at lower of cost or market (Note C) ............. 7,227,000 8,499,000
‘Prepaid expenses and other...... ...ttt 4,433,000 6,785,000
72,819,000 70,009,000
Investment in affiliates (Notes A, D and F and Schedule III)
Bowater Mersey Paper Company Limited .................... 12,431,000 11,521,000
(811175 R 1,351,000 1,205,000
13,782,000 12,726,000
Plant assets, at cost (Note A and Schedules V and VI)
BUildings .......coiviiiiiiiiiaiiiiiiiiii e 38,436,000 38,229,000
Machinery, equipment and fixtures ...............oo0ianln 49,302,000 44,607,000
Leaschold improvements ...........cooeiiniiiiiiiiiionannn 2,955,000 2,787,000
91,193,000 85,623,000
Less accumulated depreciation and amortization .... (40,645.000) (36.594,000)
50,548,000 49,029,000
| Y« A R R R R R T 7,181,000 7,343,000
Construction N ProOgress........cccuveeneanatoestainnreancas 865.000 753,000
. 58,594,000 57,125,000
Goodwill and other intangibles less accumulated amortization (Note
A and Schedules VIl and VIII) ....ovvvniiineiiiieennnnne, 75,252,000 76,205,000
Deferred charges and other assets (Schedules V and VI)........ 10.152,000 10.332,000
$230,599.000 $226,397.000
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THE WASHINGTON POST COMPANY
CONSOLIDATED BALANCE SHEETS

LIABILITIES AND SHAREHOLDERS' EQUITY

Current liabilities
Accounts payable and accrued expenses (Note K) ............
Federal and state income taxes
Coatributions due to employee benefit trust funds (Note A)
Current portion of long-term debt (Note F)..................

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

Other liabilities (Note A)
Long-term debt (Note F)....... ...t

Deferred subscription income less related magazine subscrip-
tion procurement costs of $18,694,000 and $12,119,000 (Note A)

Deferred income taxes (Note E) .......ccoiiivnninvnnninnnnn..

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

Minority interest in subsidiary company ........................
Shareholders’ equity (Note G)
Preferred stock, $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 ............

Class B common stock. $1 par value, authorized 10,000,000
shares; 4,304,040 shares issued; 3,899,968 and 3,986,368
shares outstanding ...t it i,

Capital in excess of par value
Retained earnings (Notes Dand F) .........................

Less: Cost of 404,072 and 317,672 shares of Class B common
stock held in Treasury .............oiiiiiiiiiiiiin....

Total shareholders’ equity ..............0ovuneeen.
Commitments and contingencies (Notes H and 1)

..............................
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December 23, December 29,
1978 1774

$ 26,347,000 $ 25,453,000
2,856,000 4,377,000
1,103,000 1,687,000
7,384,000 7,384,000
37,690,000 38,901,000
9,889,000 10,574,000
39,934,000 47,318,000
18,305,000 17,678,000
14,134,000 8,742,000
493,000 439,000
763,000 763,000
4,304,000 4.304.000
10,423,000 10.202,000
102,015,000 92,335,000
(7.351,000) (4,959,000)
110,154,000 102,745,000
$230.599.000 $226.397.000
————————————— 4




THE WASHINGTON POST COMPANY
CONSOLIDATED STATEMENTS OF INCOME

Fiseal Year Ended
23, December 29,
1974

1975

COperating revenues
AQVETISING . . .o oo vvviieneeeneeieteecnanieauotonsasnonans $225,500,000 $216,001,000
Circulation ....cvovvneieninieiiiiieiiiaenareantentaanncaas 78,566,000 67,546,000
1172 S I 5,269,000 4,032,000

309,335.000 287,579,000

Costs and expenses

OPerating ........cooiiuieiieienerrrornnacasacsosssnssnsonan 209,340,000 188,382,000
Selling, general and administrative ............coiveiiniinatn 67,281,000 66,165,000
Depreciation and amortization of plant facilities (Note A) ...... 4,937,000 4,319,000
Amortization of goodwill and other intangibles (Notes A and B) . 953,000 573,000
282.511.000 259,439,000
Income from operaticns .......... ettt eraereeraerencenaaaenas 26.824.000 28,140,000
Other income
It ereSt .ottt iiereeercnrancascnssaaasaorasaoncnrinnn 774.000 1,794,000
O RO .. .ot teit it ieieieeteanaosssisancnnasacsassssenannns 236.000 211,000
Equity in earnings of affiliates (Note A) ..........coovinenanes 1,884,000 2,571,000
2,894,000 4,576,000
Othsr deductions
Y] 120 G PP 3,734,000 3,461,000
10 41V U P 382,000 481.000
4,126,000 3,942,000
Income before iNCOME tAXES ... ...vvvvrunrnecerrnonenosossnns 25.592.000 28,774,000
Provision for income taxes (Note E)
CUITEME © . vt oo et et easesacasnnnsoessssossassnssnansonose 9,189,000 13,664,000
TS 7% n 0=« AU 4,361,000 669,000
13,550.000 14,333,000
INEE IMCOMIE oo et tevteeverrnneneansasasseosontnatnnaasssnsosns $ 12,042,000 $ 14,447,000
E——— E——— ————4
Earnings per common and common equivalent share (Note G) ... $2.55 $3.04
b ———
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THE WASHINGTON POST COMPANY

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

Fiscal Year Eoded

December 28, December 29,
1978 1974

Capital in Excess of Par Value (Note G)

Balance, beginning of period ...............coiiiiiiiiaen $ 10,302,000 $10,227,000
Stock options exercised ......ceiihiiiiiiiiiiiiiiiiiiiens 67,000 -—
Other . ...iviiirriecranroccennsassnnasesnnnsasaanansns 54,000 75,000

Balance, end of period .......covviiiiiiiiniiiiiiiiiiiiians $ 10,423,000 $10,302,000

—— — — 3

Retained Eamnings

Balance, beginning of period ...l $ 92,335,000 $80,270,000
Net inCOMe . ..o iiiiiiiiiiaiiiiiiiiaraenansnanans 12,042,060 14,441,000
Cash divideads on Common Stock: $.50 per share ......... (2,362,000) (2.376,000)

Balance, end of period .......ccovin ittt $102,015.000 $92,335,000

Treasury Stock

Balance, beginning of period ...........c.c.iiiiiiiiniiieiinn, $ 4,959,000 $ 4,959,000
Stock options exercised (7,250 shares) ...........ooiiinlnn, (119,000) -
Repurchase of Class B Common Stock (93,650 shares) ..... 2,511,000 -

Balance, end of period ...... ... ciiiiiiiiiiiii i $ 7,351,000 $ 4,959,000

——————  =—m=—ep——




THE WASHINGTON POST COMPANY

CONSOLIDATED STATEMENTS OF CHANGES IN FINANCIAL POSITION

Deotmber 18, December 29,
1975 1974
Sources oF WORKING CAPITAL
NeEt iCOME ..o vvvrcenccereunnnsonermannneeneeens e, $12,042,000 S 14,441,000
Add charges to income not requiring working capital

Depreciation and amortization of plant facilities ................ 4,937,000 4,319,000

Amortization of telerision film costs ... . ... .. il 3,096,000 2,622,000

Amortization of goodwill and other intangibles ................. 653,000 573,000

Income tax timing differences ........... ...l 5,392,000 680,000

Undistributed eamnings of affiliates ..............ccoivieiinian (1,009,000)  (2,050,000)

117 S U R R 1,119,000 483,000
Total provided by Operations. ...........ccceeeerinrernoaaeaencees 26,530,000 21,068,000
Increase in deferred subscription income .................cooiiinn 7,202,000 3,700,000
Proceeds from exercise of Class B common stock options ......... 186,000 -
(Decrease) increase in liabilities for cost of contracted television Glm

17 1 S Cagag e e ne e (1,232,000) 867,000
Long-term debt incurred ..........covvnnaeien. i - 22,000,000
O oo e tiiieteieeennneaaseososeasnasnossnnrsonnsnasnssoness 561,000 745,000

Total provided ... ..oouviuiiirnrierentcnitiiiiitiitiaiaiaann. 33,247,000 48,380,000
Uses or WORKING CAPITAL -

Acquisition of television station and newspaper, net of work-

ing capital acjuired of $3,536,000:

Plant 8SEUS ......covvreveceenorsrssosansasasassorosnrssscass -_ 9,462,000

Goodwill and other intangibles . ............ ..ol -—_ 37,966,000

[T, 7 S - S I R R E —_ 100,000

-— 47,528,000
Deposits and other costs for purchase of television station in 1974 . - (903,000)
Purchases of plant assets ............cccoiemncicintinenanannans 6,718,000 3,738,000
Purchases of televisicn film rights ... ... ..ol 1,519,000 3,671,000
Reduction of long-term debt ..............ociiiiiiiiiiiiiin 7,384,000 8,384,000
Increase (decrease) in deferred magazine subscription procure-

TENE COSLS ..o evvvnnneeennnsonssssssossonnsssssssssassssnasns 6,575,000 (963,000)
Dividends on cOMMON SIOCK . ..o vvvivnvrereeoeranonnantsssonnns 2,362,000 2,376,000
Acquisition of non-operating real estate ............c.00iiiiaiennn 1,237,000 -
Repurchase of Class B common stock ..........covvvee iennnen 2,511,000 -
0011V O P e eesraeeanas 920,000 1,181,000

TOtAl USEA . .nvvvrniaiarraotaranntrtirirreaiiaaanaaeaas 29,226,000 65.012.000
Net increase (decreasz) in working capital ...........coovvuenennes $ 4,021,009 $(16.632,000)
e - - — — 4 - ——— - -4

CHANGES IN COMPOSITION OF WORKING CAPITAL
Cash and time deposits ........coverrrrereriviiciriiracetanoenes $(5,995,0 10) $(24,687,000)
Commercial promissory notes and other marketable securities . ..... 11,405,000 263,000
ACCOUNtS Teceivable ..........iiiiiiiiirieriieiciiertraeactases 1,024,000 10,041,000
TAVERIOMIES . .o e vevreeeeetovossssnartossennsroannssnanssssneses (1,272,000) 5,034,000
Prepaid expenses and Other ..........cociiiiiiiriineiiiaiacanaos (2.352,000) 1,075.000
Increase (decrease) in current assets ..................ooianas 2,810,000 (8,274,000)
Accounts payable and uccrued eXpenses . ......iiiiiiiiiiiiieieens (894,000)  (2,169,000)
Federal and state income faxes ...........cccuveuriuionsoeroennsnnns 1,521,000 48,000
Contributions due to employee benefit trust funds ................ 584,000 (587,000)
Current portion of long-term debt ...........ooviiiiiiiiiile - (5.650,000)
Decrease (increase) in current liabilities ...............00viitn 1,211,000 (8,358,000)
Net increase (decrease) in working capital.............covviiii $ 4,021,000 $(16,632,000)
k- — 3 E————————




THE WASPINGTON POST COMPANY

NOTES TO CUNSOLIDATED FINANCIAL STATEMENTS

A. SUMMARY OF ACCOUNTING POLICEES

Principles of Consolidation. The accompanying financial statements include the accounts of all

subsidiari¢s; significant intercompany transactions have been eliminated. The Company reports on

. a 52-53 week fiscal year ending on the Sunday ncarest Decsmber 31. All except one of the
suhsidiaries, however, report on the calendar year.

Investments in Affiliates. The Compiny uses the equity method of accounting for its
investments in, and the eamings of, affiliates.

Plant Assets and Depreciation. Plant assets are depreciated at annual rates based upon the
estimated service lives of assets, using both accelerated and straight-line methods for calculating
depreciation for assets acquired prior to 1971. For all plant assets acquired in 1971 and subsecuent
years the Company has adopted the straight-line method of calculating depreciation for financial
reporting purposes. Useful lives of 3 to 11 years are used for machinery and equipment, 20 to 50
years for buildings and 5 to 20 years for land improvements. Leasehold improvements are
amortized over the remaining lives of the leases.

Expenditures for maintenance, repairs and renewals are charged against income. Betterments
are capitalized. The cost of asscts retired or otherwise disposed of and the related accumulated
depreciation are removed from the accounts in the year of disposal, and any losses or gains that
result are reflected in the income statement.

Deferred Film Costs. The broadcasting subsidiaries are parties to agreements which entitle
them to show wxotion pictures and syndicated programs on television. The costs of these rights and
the liabilities for future payments under these agreements are reflected in the consolidated balance
sheets and are charged to expense using accelerated amortization rates for motion pictures and
straight-line and accelerated amortization rates for syndicated programs.

Invensories. Inventor'2s are valued at the lower of cost or market. Cost 6f magazine paper is
determined by the average cost method and cost of newsprint by the first-in, first-ont method.

Deferred Incom: and Magazine Subscription Procurement and Zcok Promotion Costs.
Amounts received from subsciiver: in advance of deliveries are deferred and recorded as income
when deliveries are made. The Company amortizes magazine sulyscription procurement costs over
the lives of the related subscriptions and amortizes book promotion costs over the 12-month period
following the dates when the costs are incurred.

Goodwill and Other Intangibles vepresent the unamortized excess ~f the cost of acquiring
subsidiary and affiliated companies over the fair values cf such companies' taigible assets at the
dates of acquisition. Goodwill and other intangibies acquired prior to Octoter 31, 1970, the
effective date of Opinion 17 of the Accounting Principles Board of the Araerican Institute of
Certificd Public Accountaats, are not being amortized because in the opinion of the Company there
has been no diminution in the value of such assets. Goodwill and other intangibles accuired
subsequently are being amortized by use of the straight-line method over 40 years in accordance
with the aforementioned Opinion 17 although in the opinion of the Company there has been no
diminution in the value of such assetr.

Translation of Forcign Currencies. For balance sheet purposes foreign currency assets and
liabilities have been tr-asiated into U. S. dollars at macke. zates of exchange in effect at y=ar-end,
except ‘or plant assetc which are transiated at exchange rates in effect at dates acquired.
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NOTES TO CONSOLIPATED FINANCIAL STATEMENTS—(Continued)

Income statement amounts, other than depreciation, are transiated at annual average market
rates of eachange. Gains and losses from currency adjustments which are aot material in amount
are included in costs and expenses oa a current basis.

Retirement Pians. The Company and it subsidiaries contribute to various pension, incentive
savings and profit sharing plans which cover employees who have prescribed periods of service.
Newspaper dealers who have prescribed periods of sexvice participate in an unfunded Circulat.on
Dealers Profit Incentive Plan, the accrued costs of whick are charged to current expease; liability
under such plan, amounting to $4,556,000 at December 28, 1975 and $4,079,000 at December 29,
1974, is included in *Other liabilities” in the consolidated balance sheet.

In addition, the Compaay guarantees minimum retircment income beuefits that require
supplemental payments, which are not material in amount, to certain participdats in the Company’s
profit sharing and newspaper dealer profit incentive ..ns.

Total expense under the plans described above was $5,382,000 for 2975 and §$5,585,000 for
1974 which includes, as to certain of the plans, amortization of prior service costs over periods not
exceeding 20 years,

B. ACQUISITIONS

The Company purchased television station WFSB {formerly WTIC-TV), Hartford, Counec-
ticut, on March 8, 1974 for approximately $35 million, and purchased all toe outstanding stock of
the Trenton Times Corporation, a newspaper publisher, on Gctober 18, 1974 for approximately
$16 million. The acquired properties ace accounted for by ths purchase method. The purchase
prices exceeded the fair market values of the tangible net assets of the acouired busiresses by an
aggregate of $37,966,000, which amount has been recorded as goodwill and other intangibles aud
is being amortized on a straight-line basis over a 40-year period from the respecdve acquisition
dates. If the two purchases hud been made at the beginning of 1974, unaudited reveoues, net
income and net income per shure after pro forms adjustment for amortization of goodwill and
other intangibles and interest for the fiscal year ended December 29, 1974 would have been:
revenues, $297,657,000; net income, $13,562,000; net income per share, $2.85.

C. InvENTORES

The inventorics used in determining operating rosts and expenses for the periods presented
were as f(ollows:

Decomber 20 Duy-be‘tzs. December 30,

1978 97 197
NEWSPRDE . .. ooevieneniieeeneiaeneeens $1,239,000 51,914,000 $§ 420.000
Magazine Paper ..........c.eeeereiiianns 3,623,004 3.043,000 1,449,009
Books ..........coun. et eieeeeiraes 1.389.000 2,664,000 900,000
Other materials . ..............coovvevennn 976.000 878,000 696.000

$7.227.000 $8.499.000  $3.465.000

Operating costs ard expenses include $20,297.000 in 1975 and $22,002,000 in 1974 of cost of
newsprint supplied by Bowater Mersey Paper Company Limited.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continsed)

D. INVESTMENTS D1 AFFILIATES

Bowater Mersey Paper Company Limited. The investment in Bowater Mersey Paper Company
Limited cousists of 49 per cent of the common shares. Condensed statements of financial positicn
and in:ome of that company for 1975 and 1974, stated in Canadian dollars, are set forth below:

CONDENSED STATEMENTS OF FINANCIAL PosImioN

December 31
1978 1974

CUBTEOL ASSELS ... coecvceeeriaciorsnsosanconnannes $16,333,000 $16,3:5,000

Less current Liabalities .. .........c.cieiieeaeiaanaiee {10,191,000)  (8,410,000)

Working capital ... ....iiiiiiiiiiiiiiiiii e 6,142,000 7,905,000

Fixed assets, MET .......covveviarrosnesonsnnsancans 27,966,000 24,968,000

[T T BV L7-1 ~ 244,000 279,000

tong-term debt .....ooviiii i - (1,312,000)

Other Gabilities ........ccvveeveninecrceninrneannns (5.726.000) _ (4.725.000)
Sharcholders’ equity:

Preferred .. ...ovviiiiiai i et tte e 2,755,000 3,144,000

COMMMON ..vvvverrveenrenrennasssosaosassosensnns 25,891,000 23,921,000

Total o inrrivneieiiie et iio e e $28,646,000 $27,115,C00

- - — — — ————— 34

CONDENSED STATEMENTS OF INCOME

Sales and Other INCOME ......cvvvrnneearaarensonnans $41,007,000 $42,273,000

Costs and CXPEMSES ... .covverrnnennnasnornoses =oo 34,324,000 33,360,000

Income befor income taxes .............co0veiannns 6,683,000 8,913,000

INCOME tAXES .. vvovrienenneauronreccoonoeonromsannans 2,842,000 3,653,000

NEE COME . ..o ve et i inrneeeerennreneeeerasaseees 3,841,000 5,260,000

Preferred dividend requitements ............ oot 162,000 193,009

Net income applicable to common shares ............ $ 3,679,000 $ 5,069,000

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

Z8, December !9,

197$ 1974
Cost Of INVESUMENL . ......ioiuniiinronnorincnncasaas $ 8,354,000 S 8,354,000
Less amount included in consolidzted Goodwill ....... 12,000 912,000
Equity in net assets at date of acquisition ............ 7,442,000 7.442,000
Increaue in ¢quity since date of acquisition ........... 4,989,500 4,079.000

$12.431,000 $11.521,000

The Company's equity in the accumulated net asse:s of Bowater is included in consolidated
retained eamings except for $238,000 at December 28, 1975 and $195,000 at December 29, 1974,
which is included in capital in excess of par value.

Other Investmens. The Company has a 30 per ceat interest in a French corporation which
publishes the Inteinational Herald Tribune in Paris .ud a S per cent interest in a joint venture |
which operates the Los Angeles Times-Washigtoi Post New. Service.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Ccatinued)

|o4

. INcoME Taxes aND TAX TIMING DIFFERENCES

Income tax expense consists of the following coraponents:

1978 Current Deferred
U.S.Federal .......oiciiireirieencannes vieeeaa... $.6,953,000 $ 3,465,000
b (12 T R CEEEEEERE 131,000 134,000
State anid Local ... ..ot 2,105,000 762,000

) $ 9,189,000 § 4,361,000
U.S. Federal ..oocvvirieriiiiencrinssonosannaas.ons $11,691,020 § 389,000
FOrGign ....vvonvnmiininiiiiiiiiaiieanonne covnees 78,000 292,000
State and Loca: ... .ciir it it a e 1.895,000 (12.000)

$13,664,000 $§ 669,07
F-———— — + L

“Deferred” or “*prepaid” tax expense results from timing differences (1) in the recogaition of
revenue and expense for tax and financial reporting purposes. () in the recognition of income tax
to be withheld at source on distribution of c.inings of foreign affiliates and (3) on the recognitios
of inves'ment ax credits which fov financial reporting purpcies are ipplied as 2 reduction of
income tax cxpense over the depreciable lives of the related 2ssets. The scurces and effect of thess
diferences were as follows:

1978 104
Excess of tax over financial depreciatios ....ovveviientn « 891,000 $ 766,000
Magazine subscription procurement and book promotion costs

deducted when incurred for tax reporting and deferred and

amortized for financial reporting ... ... ..coiiiei ool 2,797,000 (697.990)
Investiaent tax credit, MET . ..cveciist it icooaoaanes 430,000 18.000)
()17 ST R R R R 243,000 7.8.000

$4,361,000 $§ 669,000

Total income t - xpense exceeded 43% of inccme before taxes by $1,265.1 00 ir. 1975 and
$522.000 in 1974. The reasons for the differences were as follows:

1975 1974
State and lucal taxes on income, net of federal income tax benefit $1,491,000 $ 979,000
Amortization cf goodwill, expensed for financial reporting and

not deductibie for tax vepordng ...........ccoeiiiiiii 456,000 274,000
Canadian income tax netted in equity ‘n earnings of affiliates . (575,000) (796,000)
10,4, 1 S . (107,000) 65,000

$1.265,000 S 522.000

F. Long-Tiam DeBT aNOD RESTRICTIONS ON T VIPENDS

Lcng-term debt consists principally « unsecured promissory notes which require payments
each year to maturity. The amount due within one year, $7,33-.000, is included in current
liabilities.
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‘The composition of long-term debt is:
: Outstanding st

Year of
Interest Final Dacember 28, December 29,
Rats Maturity ) 1978 1974
69590 v et 1987 . $28,750.000 $31,000,000
Prime ....cococvivvinininnne 1979 7,000,000 9,000,000
85090 ..ttt 1979 2,600,000 12,000,000
BO00% ...ccuuiiiiiiaia, 1977 1,068,000 1,602,000
5000 . . ciiiciiiiiianiines 1981 900,000 1.100,000

$47,318,000 $54,702,000

The agreements relating to the 6.95% promissory notes and the $10 million borrowed on
March 7, 1974 (described below) contain restrictive provisions which pertain principally to the
payment of dividends and the redemption or purchase of the Company’s capital stock. At the end
of 1975 and 1974 retained earnings unrestricted by these provisions were $45,613.000 and
$42,695,000. Principal rzpayments cn the 6.95% promissory notes are due as follows: $2,250,000
in each of the years 1976 to 1986, and $4,000,000 in 1987.

On March 7, 1974 the Company borrowed $10,000,000 through the issuance of five-year
unsecured notes repayable in semi-annual instaliments of $1,000,000. These notes bear iaterest at
the prime commercial rate for the first two years, ¥ % above the prime rate for the next two years
and Y2 % above the prime rate for the fifth year. The weighted avesage interest rates paid on these
aotes were 7.8% in 1975 and 11% in 1974.

On October 18, 1974 the Company issued a five-year unsecured note for $12,000,000 bearing
interest at 8.5% in conaection with an acquisition. This indebtedness is payable in quarterly
installmen's of $600,000.

The 4% serial promissory notes are payable in Canadian currency in annual instaliments of
$536,000. As security the Company has pledged its common shares of Bowater Mersey Paper
Company Limited.

At December 28, 1975, maturities of long-term debt schedulec during each of the suc ‘eeding
five years were as follows: 1976 and 1977, $7,384,000; 1978, $6,350,000; 1979, $5,850.000; and
1980, $2,450,000.

The Company has lines of credit totaling $12,000,000. As of December 28, 1975 no
borrowing had been made under lines of credit.

G. CarrraL Stock AND STock OPTIONS

Each share of Class A common stock and Class 3 common stock participates equally in
dividends. The Class B stock has limited voting rights and as a class has the right to elect 30% of
the Board of Directors; the Class A stock has unlimited voting rights, including the right to elect a
majority of the Board of Directors.

In 1971 the Company adopted a Stock Option Plan and rsserved 350,000 shares of Class B
common stock for options to be granted under the Plan. The purchase price of the shares covered
by an option must te equai to their fair market value on the granting date. Options 'nay be grar.ed
for a term of up to ten years.

At Deceinber 25. 1975, 334.325 shares were reserved for issuance under the Stock Option
Plan. Of this number, 295.800 shares were subject to options outstanding and 38,525 shares were
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available for future grants. Changes ip ‘ae options outstanding for the two years ended December
28, 1975 and December 29, 1974 were as follows:

1978 1974
e A N e
Shares Shages Price
Beginaing of year ... ......... 296,400 $25.63 292,650 $25.99
Options
Granted ...........ooininnns 13,500 28.50 15,000 19.41
Exercised ............000nen (7,256) 25.66 - -
Cancelled .................n (6,850) 25.55 (11,250) 26.69
Endofyear................... 295,800 $25.76 296,400 $25.63
=€ —— 1 4

During 1975 options became exercisable on 73,550 shares baving an average option price of
$25.60 per share. Of the shares covered by options outstanding at the end of 1975, 250,675 were
then exercisable; 19,000 will become exercisable in 1976; 15,625 in 1977; 7,125 in 1978; and
3,375 in 1979.

In January 1976, the Company repurchased 197,500 shares of Class B Common Stock at a
cost of $5,085,000.

Per share data is based .pon the weighted average number of sharcs of common stock and
common stock equivalents outstanding during the periods, 4,725,000 in 1975 and 4,750,000 in
1974. Shares issuable under stock options are considered common stock equivalents if the fair
valuc of the shares was more than the option price during the period. The number of such
cquivalents is the: reduced by the number of saares which could have been purchased with the
proceeds from the sale of the optioned shares had the options been exercised.

H. CoMMrMENTS aND CONTINGENCIES

The Company is contingently liable for payments under employment contracts and for claims
and lawsuits arising in the ordinary course of business. The Company is a party to various civil
lawsuits a:ising in the ordinary course of business including libel actions. In the opinion of
man: gement the Company carrics adequate insurance 2gainst liability in such libel actions.

The Company is a defendant in an action broucht by a holder of Class B common steck of the
Company; the court dismissed the plaintiffs complaint on January 30, 1976, which dismissal is
subject to appeal. The Company is also s defendant in . civil antitrust action brought by fourteen
distributors of The Washington Post newspaper; and in an action brought by the Company against
the Internatiopal Printing and Graphic Communications Workers and others, the Company is 2
defendant in a cross-claim by that union and its affiliated local union. In the opinion of
management none of such l'tigation will result in any material liability to the Corpany, and the
Company is act a party .0 any other material litigation.

The Company has commitmen's to purchase plant equipment in the ordinary course of
business.

Leases. Total rental expense included in operations was $3,748,000 fur fiscal year 1975 and
$3,672,000 for fiscal year 1974. As at December 28, 1975 minimum annual rental cominitraents
under non-cancelable lcases were: $1,995,000 for 1976; a lesser amount in each succeeding year to
a total of $258,000 for 1980; $1,123,000 for the five-year period 1981-1985; and lese than
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$150,000 in cach of the succeeding five-year periods thereafter, excluding a lease for
approximately $800,000 per year which expires in 1979 but which may be rencwed for two
successive 15-year periods at the option of the Company at amounts to be negotiated. Ali of these
commitments were for real estate except for $365,000 in 1976 and $62,000 in 1977 which relate o
equipment. '

1. SaALE oF RADIO STATION

Effective February 8, 1976, the Company sold radio station WCKY in Cincinnati, Ohio, to
Truth Publishing Company for $3,500,0G0, of which $2,100,000 was received at the time of the
sale and the remaining $1,400,000 is reczivable over a six-year period from the date of sale. The
estimated gain on sale after giving effect to taxes on income is $1,800,000..

J. EFsecT oF NEWSPAPER STRIKE

On October 1, 1975, the pressmen’s unioa struck The Washington Post. Immediately prior to
the start of the strike, there was considerable damage to the newspaper’s presses. Two other unions
subsequently struck the nevrspaper. The Company carries insurance against property damage and
certain other losses incurrec as a result of the press damage or the strike. Although not ali claims
have been filed, amounts estimated to be recoverable from insurance are included in the accounts
for 1975.

K. Accounts PAYADLZ AND ACCRUED EXPENSES

Accounts payable and accrued expenses consisted of the following:
December 28, December 29,

1978 1974
Trade payables ..........oooiiniiiiiiiiiiiiin, $ 9,760,000 $ 9.586.000
Due to Bowater Mersey Paper Company Limited .. 1,360,000 2,273.000
Accrued salaries. vages and employee benefits .. ... 5,729,000 5.340.000
Accrued EXPENSES ... ...oii cerantariieienaaoas 9,498,000 8,254,000
$26,347,000 $25.453,000
—_—r———— e

L. SUFPLEMENTARY PROFIT AND LOSS INFORMATION

The following have been charged to costs and expenses:

Fiscal Year Ended
Decsmber 18, December 29,
1975 1974
Maintenance and repairs . ..o iiiiiiiiiiiiiiiian £1,359,000 $1,142,000
Taxes other than income taxes
PrOPEITY . o\ttt i it e 1,530,000 1,397,000
Payroll ........... e veere e e 4,425,000 3.951.000
Other ......... e ehereereriet ey 145,000 128.000
ROMES . ..o iiiiirinnerenscanaasossososonnansnanssss 3,748,000 3,672,000
Royalties (primarily amortization of film costs)... ..... 3.096.,000 2.630.000
Advertising ...ttt 4,068,000 4.589,000
Research anc development ...t 278,000 346.000




SCHEDULE

THE WASHINGTON POST COMPANY
SCHEDULE I—INVESTMENTS IN, EQUITY IN EARNINGS OF, AND DIVIDENDS RECEIVED FROM AFFILIATES

Column A Column B Colusn C Colunn D Colomn E
Balsace at ioning A Bslonce M
prderen iy akem vp Diiribation of ond of peried
eatningy (Iosses) of by pemsens
Nome of Lisues and Number of aflilistes for the la w esrulags Number of
. description of iavestment shares Somount period Olher (lasses) were (alien wp shares Amount
Year ¢nded December 29, 1974
" Bowater Mersey Paper
Company Limited .
w Common Shares . ....... 1.470,000 $ 9,554,000 $2,413,000 $ 75,000(A) §$ 521,000 1,470,000 $11,521,000
Other Investnents ... ..., .. 1,043,000 158,000 4,000(B) 1,205,000
$10,597,000 $2.571,000 $ 79000 $ 521,000 $12,726,000
Year ended December 28, 1975
Bowater Mersey Paper
Compuny Limited
Common Shares ........ 1,470,500 $11,521,000 $1,741,000 $ 43,000(A) $ 874,000 1,470,000 $12,431,000
Other lavestments . ......... 1,205,000 143,000 3,000(B) 1,351,000
£12,726,000 $1,.884,000 $ 46,000 $ 874,000 $13,782,000

(A) Increase in capital surplus.
(B) Increase in investment,

————————— 4
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THE WASHINGTON POST COMPANY
SCHEDULE V—PROPERTY, PLANT AND EQUIFMENT

*SCHEPULE V

Colins A Column B Celama C Columa D Coluan E Coluan ¥
. o”- Additions Other changes cud o-l
Classification 'n"u ot cont Retircments add (deduct) peried
Year Ended December 29, 1974
Plant Asscts
Machinery, equ., —ent and fixtuges .................. $36,332,000 $ 2,608,000 $ 1,084,000 $ 6,751,000(A) $44,607,000
Leoschold Improvements .........c. .ooveuienianenss 2,561,000 274,000 53.000 4,000 2,787,000
Duildings ........covieeiiiiiniiiieiairiiieiiiaaaan 32,984,000 447,000 27,000 4,825,000 (B) 38,229,000
Construction il PrOgress. . .....o.ovvuiiviienenainnns 212,000 407,000 93,000 227.000 (C) 753,000
Lagd ...t iiiiiii s iiie i et iaes searaeas 6,232,000 2,000 1,109,000 (D) 7.343,000
.:...unn.ea 3,738,000 1,257,000 12,916.000 93.719.000
Othes Asscts
Bullding ....cooiiiiiiiiiiiiniiiiei i i 820,000 820,000
L 1,086,000 1,088,600
1,908,000 1,908,000
$80,230,000 $ 3,738,000 $ 1,257,000 $12,916,000 $95.627,000
Year Caded December 28, 1978 -
Pant Assets
Machinesy, equipmeat end fixtuses .................. $44,607,000 $ 3,403,000 $ 942,000 $ 2,734,000 (E) $ 49,802,000
Beaschold improvements ..., 2,787,000 139,000 8,000 37,000 2,955,000
BUIIBgS .. oonennentieeteireaneeeeieaieeaeanae 38,229,000 190,000 17,000 38,436,000
Construclion in PrOgress...............o.oeveeenen.s 753,000 2,986,000 (2.874.000)(F) 865,000
LB Y O PP 7,343,000 (162,000)G) 7,181,000
93,719,000 6,718,000 950,000 (248,000) 99,239,000
Othes Asscts
T O 820,000 349,000 1,169,000
L 5 1,088,000 888,000 1,976,000
1,908,000 1,237,000 3,145,000
$¥5.627,000 $ 7.955,000 $ 950000 $ (248,000) $102,384,000

(A) Includes $6,709,000 applicable to the purchase of fclevision station and newspaper less $150,000 transferred to
*Goodwill and other intangibles™.
(B) Includes $5,045,000 applicable to the purchase of television station and newspaper less $75,000 transferred to
*Goodwil) and other intangibles”.
(C) Includes $281,000 applicable to the purchase of newspaper.
(D) Includes 51,184,000 applicable to the purchasc of television station and newspaper less $75,000 transterred to
*Goodwill end other inngibl .
(E) Includss $2,797,000 applicabic to completed construction transferred from related accounts, less $46,000
charged (0 “Costs and expenscs” and $17,830 transferred to “*Buildings™.
(F) Includes $2,835,000 applicable to completed ~onstruction transferred to related accounts and $39,000 charged to

“Costs and cxpenses™.

{(G) Sale of land.
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THE WASHINGTON POST COMPANY

SCHEDULE VI—ACCUMULATED DEPRECIATION AND
AMORTIZATION OF PROPERTY, PLANT AND EQUIPMENT

SCHEDULE VI

Columu A _ Colums B Columa C Colusa D Column E Caloma F
Additisas :
rnurlu.n- could Lo caange end o-!
: ]
Description pes cupeases Retisemenis odd 3.’»3.! pesiod
Ycar Ended December 29, 1974
Plant Asscis .
Machinery, equipment and fixtures .............. $19,931,000 $3,162,000 $765,000  $2,530,000i(B)(D) $24,858,000
) Leaschovd impsovements . ...ooeveviecsaroonernes 1,220,000 272,000 42,000 1,450,000
TBUIMINES it eea e 8,273,000 885,000 9,000 1,137,000 (CXE) 10,286,000
29,424,000 4,319,000 816,000 3,667,900 36,594,000
Other Asscts
Bullding.......oovvviiviniienresnocarsosesesnns 426,000 39,000(A) 465,000
$29.850,000 $4,358,000 $816,000 $3,667,000 $37,059,000
Year Ended Decembers 28, 1975
Plant Assets
Machinery, equipment and fixtures .............. $24,858,000  $3,657,000 $886,000 $ (10,000XF) $27.619,000
Leaschold improvements . .......coooooieiinn.. 1,450,000 . 307,000 1,757,000
Buildings ....oooviniiiiiiieiiiitniiieiiiie, 10,286,000 973,000 10,000 (F) 11,269,000
36,594,000 4,937,000 886,000 Jc.aam_occ
Other Assets
Bulding . .. covvnvnnii ittt 465,000 44,000 509,000
$37,059,000 $4,981,000 $886000 §$ — $41,154,600
P —————==c= B —————————

(A) Charged to *Other deductions™.
(B) Includes $73,000 tsansferred 10 *Goodwill and other intangibles”.
(C) Includes $17,000 transferred to * Goodwill and other intangibles™.
(D) Includes $2,603,000 applicable to asscts acquired in purchase of newspaper.
(E) Includes $1,154,000 applicable to assets acquired in purchase of newspaper.

(F) Redlassification between “Buildings™ and **Machinery, equipment and fixtures”.




SCHEDULE V1!

THE WASHINGTON POST COMPANY

SCHEDULE VII--GOODWILL AND OTHER INTANGIBLES

Columa A Coluns B Colema C Columa D Coion> € Columa ¥
Balaace ot T Cuarped to Ralence o
Descripion Wi Addens oLl changes period
Year ended NDecember 29, 1974
Goodwill ... e i it $38,107,000  $27,766,0)0 $571,000 $498,000(A)  $76,000,000
& ccusehold IECFESt .o veirinniirieierirsnnnrnrsoncanes e 207,000 2,000 205,000
$I314.000  $37O56,000  $573,000, $498000  $76,205,000

Year ended Leiember 28, 1975

GoodWHl .. it i i i e i e $76,000,000 $951,000 $75.049,609
Leaschold SMCICsE .o vntviieivtiirrrennrroorcrsrrsrancens 205,000 2.000 203,000
$76,205,000 $953,000 $75,252.000

(A) Additional goudawill resulting fsom Internal Revenue Se vice examination.




SCHEDULE VIII

THE WASHINGTON POST COMPANY

SCHENULE VIII—ACCUMULATED AMORTIZATION OF GOODWILL AND OTHER INTANGIBLES

CToluma A Columa B Colama C Column D Columa E
Balance at Charged to Dedsction Balsace at
Descripdon o periad oyl resertz peniod
Year enued December 29, 1974 .
GOOdWill . ..v it s — $571.,008 $ 571,000
Leasenold interest ........cvcvvviniiioeenn 27, 2,000 29.000
$2:,000  $573.000 S 60,000

P —
—_— = — e ——

Year ended December 28, 1975

Goodwill ........... et $571,000 $951,000 $1,522,000
Leasehold interest ........ccvviniiivnnnnns 29,000 2,000 31,000
$600,200 $953.000 $1,553,000
P . —
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THE WASHINGTON POST COMPANY

SCHEDULE XIi—VALUATION ACCOUNTS AND RESERVES

SCHEDULE XK

Colsmu A Columa B Columa C Column D Coloma E
Adadians
Balanee ol Charged t» RBalance of
vnn“u cesta and end of
Descriptiea of expenses Other Deductions period
Year ended Decembes 29, 1974
Allowance for Joubtful accounts and returns .............. $1,865,000 $ 7,096,000 $153,000(A) $ 6,956,000 $2,758,000
Allowance for advertising rate adjustments and discounts ... 1,223,000 2,289,000 2,249,00C 1,263,000
3,088,000 9,985,000 153,000 9,205,000 4,021,000
& T8 1| TCE AR 50,000 55,000 55,600(B) 50,000
$3,138.000  $10,040,000 $153,060 $ 9,260,000 $4,071,000
Year ended December 28, 1975
Allowance for doubtful accounts and sedurms .............. $2,758,000 § 9,014,000 $134,000 $ 8,874,000 $3,032,%)
Allowance for advertising rat: adjustments and discounts .. §,263,000 1,871,000  (11,000) 2,018,000 1,105,000
4,021,000 10,885,000 123,600 10,892,000 4,137,000
L8 T T 50,000 50,000
$4,071,000 510,885,000 $123,060 $4,187,000

(A) Acquired in purchase of newspaper.
(B) Fransfesred to *Deferred charges and other nssets”.

$10,892,000




REPORT OF INDEPENDENT CHARTERED ACCOUNTANTS
Tu THE WASHINGTON Post CompaNny

We have examined the consolidated balance sheets of Bowater Mersey Paper Company Limited
and sutsidiary companies at December 31st, 1975 and 1974, and the related consolidated statements of
income and retained earnings. changes in financial position and changes in contributed surplus and
capital redemption reserve for the two years ended December 31st, 1975. Our examination was made
in acvordance with generally accepted auditing standards, and accordingly included such iests of the
accounting records and such other auditing proc «dures as we considered necessary in the circumstances.

In our opinion, these financial statements present fairly the financial position of Bowater Mersey
Paper Company Limited and subsidiary compaaies at December 31st, 1975 and 1974, and the results of
their operations and the changes in their financial position for the two years ended December 31st,
1975. in accordance with generally accepted accounting principles applied on a consistent basis; and the
supporting schedules, in our opinion, present fairly the inf;mation set forth therein.

Vil Mo mcbe IMTLK S G
T."Mazwick, MrrcuerL & Co.
Chartered Accountants

Halifax, Nova Scotia
January 30, 1976
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BOWATER MERSEY PAPER COMPANY LIMITED
AND SUBSIDIARY COMPANIES

CONSOLIDATED BALANCE SHEETS
(Stated is thousands of Cansdian Doliars)

ASSETS
December 31,
573 7
Current assets:
Accounts receivable: .
Affiliates, principally trade . .......ooiiiiiiiiiiiiii i $ 7,360 $10,812
10COME aXES TECOVErable ... .uvivirruronneeoronnnaaanoanentonennes 1,169 —_—
P 1 S R LR 1,001 719
9,530 11,531
[nventories, at the lower of cost or net realizable value (note p.) R 6,464 4,643
Prepaid eXPEmSES . ..o vvvececn i miuiiateii e 339 141
Tota] CUTTENL ASSELS .. .vvvvernrvrnrrraaascsaanosnsanssscss 16,333 16,315
Fixed assets (note 3):
Properties, timberlands, plant and equipment, at cOSt.........cooevveee 69.552 63,533
Less accumulated depreciation and depletion ...........oviiieeienen 41 566 38,665
27,986 24,968
Other assets (note 4):
Organization and fidanCing EXPENSES ...oooverurrrumrnnnnaeocrerrenses 46 93
Deferred Charges ... ......ovveereruartoraoausossstuetonencaseres s 198 186
244 279
$44,5€3 $41,562
=

See accompanying notes to consolidated financial statements.
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BOWATER MERSEY PAPER COMPANY LIMITED
AND SUBSIDIARY COMPANIES

CONSOLIDATED RALANCE SHEETS
(M i thousands of Canadias Dullars)
LIABILITIES AND SHAREHOLDERS' EQUITY

December 31,
: 173 1972
Current liabilities:
Bank loans and overdrafts, secured ... ... .. ...l Ceeeecerierreenees $ 1,503 $ 792
Current instalment of long-term debt (note 6) ..........covnnnnnnn. 1,300 1,288
Accounts payable 2nd accrued liabilities . ..............ooiiiiiiiiiien 3,653 3,446
Accrued interest on loag-term debt .........coiiiiiiiiiiiiiiiiiieann 6 10
Payables to affiliates ........... ..ot 2,490 120
Income taxes payable .............ciciiiiiiiiiiiiiiiiiiiiiiieniinaa - 1,509
Dividends payable ............ciieiitiieiiiii i 1,239 1,245
| Total current Labilities . ............oovererneneenenrennen. 10,191 8,410
Long-term debt, net of current instalment (note 6) ..................... -— 1,312
Deferrad iNCOME LRXES . .oovvurrcurttiesrnoocennnnnansocsossosscssses 5,726 4,725
Shareholders’ equity (notes 6, 7, 8 and 9):*
Capital stock:
5% % cumulative redeemable preferred shares, par value $50 per share
Authorized and issued 35,913 shares less 806 shares redeemed .. .. 2,755 3,194
Common shares of no par value. Authorized and issued 3,000,000 sharzs 15,000 15,000
17,755 18.194
Contributed SUTPIUS ..ottt iiiieiieraeenrtieescttiesiananns 748 658
Capital redemplion IESEIVE .. ......oovemeneenauenaeniuatironaanonans 40 54
Retained earnings (NOte 6) ............ciiiiiiiiiiiocnritinnieninns 10,103 8.209
Total sharcholders’ equity .........coooiiiiiiiieiiiienne 28,646 27,115

$44.563 $41.562

See acconpanying notes to consolidated financial statements.
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BOWATER MERSEY PAPER COMPANY LIMITED
AND SUBSIDIARY COMPANIES

CONSOLIDATED STATEMENTS OF INCOME AND RETAINED EARNINGS
(Stated la thousaads of Canad'as Dolars)
Year ended December 31,

1978 1974
Sales (including to affiliates, 1975--$35,876; 1974—$37,350) ............ $41,007 $42,482
Cost of goods sold, excluding depreciation and amortization ........ .... 25,460 24,453
Gross profit befcre depreciation and amortization .........ovvneeeenn. 15,547 18,029
Shipping, selling und administrative expenses ...........ccovevuenenccnns . 5,729 6,369
DeEPreciation . . ... ..ov vt vueveenaeenratariseietiiiaiintaranaeoonons 3,003 2,976
8,732 9,345
Operating iCOME .....vvunenrnrerueueeatansintioriieaiianaaancaocs 6,815 8,684
OB INCOMIC . - oo et eereerennianeaaseesnsoastososssssessssosasesnnn 236 568
7,051 9,252
Other Charges:
Interest on loans and adVaNCES ... .ooivnnieieeeiresrnrrenaasssiaanns 159 84
Interest on long-term debt .....oovviniiniieiiiiiiiniiiiieiiiieaaaas 128 184
AMOrtization Of Other aSSetS ......cccveienrarerernonnroernoransanans 81 7
368 339
Iacome before provision for income taxes ........cooveiiiiiiiiiiiiin 6,683 8,913
Provision for income taxes:
CUITEMOE + o ovveiineeeenetooraonsonessssassnetonssosansnesssssesonnns 1,667 3,365
Investment tax credit realized ............ ... il 174 -—
1975 (=0 ¢~~~ TP 1,001 288
2,842 3,653
NEt IICOME . . oot irt i vrieeernrcaassusnsssssessananetasasscsssesns 3,841 .260
Retained ¢arnings, at beginning of year .......ocovniiiiiiiiiein 8.209 4970

12,050 10,230

Dividends paid or declared:

Preferred Shares ..........cc.civeiivernnananeeracacasascrasenssanses 162 191
Common Shares . ........ciiiiiiiiiiiieierrereteee stattraoracnsos 1,800 1,800
1,962 1,991

10,038 8,236

Transfer (to) from capital redemption reserve on cancellation of proferied

DY L T V- A P 15 (30)
Retained eamnings. at end of year ..., $10.103 S 8.209
! e C——— i ——

See accompanying aotes (0 consolidated financial statements.
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. BOWATER MERSEY PAPER COMPANY LIMITED

AND SUBSIDIARY COMPANIES

CONSOLIDATED STATEMENTS OF CHANGES IN FINANCIAL POSITION

(Stated in (howsavds of Cansdisn Dellars)

Funds provided:
From cperations:

NCL IO <o e v veeievervverernnnasnsoeaasanesocsscsassosnnnonnns

Add (deduct) amcounts included which have no cffect on funds:
Depreciation . . . ....cooiiiiiiiiiiiiiiiiiiiiiiiieettasitsetiasns
Depletion of timberlands .................. Ceettectectterenaonas
Amortization of other assets .......ccviiiiiitioieacacreecenonnns
Investment tax credit realized .............coiiiiiiereiieciennenn
Deferred iBCOME LAXES . ....coovivrieeeennieaeiinaraccsacosannas

Funds piovided from operations ..............ccoivanvaaens
Proceeds from disposal of assets.............oiiiiiiiiiiiiiaininaaa

Total funds provided ..........cciciiiieeerirnnsroncannnas

Funds used:
DHVIAENAS . ..ottt itieteer it et ettt rateeraeaaranas
Additions to fixed assets...... e etesaeieetiaieaatareesantascennaens
Other assets .....vovevvinerceasnnsan tertemetietetteiranrennanaans
Reduction in long-term debt ...........0 . iiiiiiiiiiieiiiiianiiianes
Redemption of preferred shares .................coeiiiiiiiiiiael,

Total funds used ....c.vvvvvvviinniinn cereees teveerernne
Decrcase in working capital ...........ccoviiieiiiiiiet,

Changes in composition of working cagital:
Increase (decrease) in curreat assets:
AcCounts receivable ... ... iiiiiiiiiii i it i i i et e e,
YT 17+ o -
Prepaid eXpensSes ... ..t e e

(Increase) decrease in current liabilities:
Bank loans and overdrafts ........oceiiiiiiiiiiiiiiiiiiiiiiiaiieas
Current instalinent of long-term debt ...
Accounts payable and accrued liabilies..........ocooiiiiiiiiiil
Accrued interest on long-term debt .. .....c..iiiiiiiiiiiiiiiiiiiaes
Payables to affiliates . .........ccoivininiiiiiiiaiii it
Income taxes payable ....... ... ... . iiiiiiiiiiiiiieiiiiia
Dividends payable ....... ... ..ol

Decrease in working capital ......ovvviiviiiiiiaiiiiian

Yesr ended December 31

1978 1974

$ 3841 § 5260
3,003 2,976
257 331

81 7

174 -
1,001 288
8,357 8,926
453 4
8,810 8,930
1,962 1,991
6,904 5,554
46 3
1,312 1,294
349 560
10,573 9,402
$1763 § 472
E ——— ——4 e —
$(2.001) § 1,353
1,821 608
198 (174)
18 1,787
(711) 103
(12) 6
(207) (531)

4 6
(2.370) 27
1,509 (1,130)
6 (740)
(1,781) (2.259)
$1,763  § 472
TTEEIE ——————

See accompanying notes to consolidated financial statements.
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BOWATER MERSEY PAPER COMPANY LIMITED

AND SUBSIDIARY COMPANIES

CONSOLIDATED STATEMENYS OF CHANGES IN CONTRIBUTED SURPLUS

AND CAPITAL REDEMPYION RESERVE
(Stoted in thousands of Canadian Dollars)

Contributed surplus:
Balance at beginaing of year .......oovintviiiiiiiiiiiiiiniiianets
Gain on redemption of preferred shares ...........................

Balance at end of Year .......civiiiiieant et

Capital redemption reserve:

* Balapce at beginning of year ..........ooiieeiiiinnn. e rerereeeeeaeaes

Transfer from retained eamings on cancellation of preferred shares. ..

Transfer to retained earnings on reduction of preferred crpital .......

Balance at end Of Year .....ovniieininiiianaiiotansnes cioiierananen

Year ended December 31

] 9%
€ 658 $ 3509
90 149
$ 748 $ 658
e E —
s 54 $ 24

439 709

493 733

453 8679
b 40 s 54
- — ——— 2 - — ————

See accompenying notes to consolidated francial statements.
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FIOWATER MERSEY PAPER COMPANY LIMITED
AND 3UBSIDIARY COMIPANIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. SuMMARY OF ACCOUNTING Potricies:

Principles of consolidation:

The accompanying consolidated financial statements include the accounts of Bowater Mersey

Paper Company Limited and all its subsidiary companies. All material inter-company items have
been -"“minated.

Translation of foreign currency balances:

Assets and liabilities in foreign currencies (mainly U. S. doliars) are aamfa!ed intc Caaadian
dollars at the rates of exchange prevailing at the balance sheet dates.

U. S. dollar transactions. principally sales, are included in the income statement at the amounts

realized in Canadian dollars. Other foreign currency transactions affecting the income statement are
not sigrificant.

Inventories:

Inventories are stated at the lower of average cost, including production overheads, and net
realizable value. )

Income toxes:
The statutory tax rate applicable to the Company is 40%.

Deferred income taxes are provided for all significant timing differences in reporting income
and expenses for finansial statement and tax purposes. The timing differences arise principally from
differences i accounting and tax depreciation.

Fixed assets:

Fixed assets are retained in the accounts until they are sold or otherwise disposed of, at which
time the cost of the asset is removed from the accounts and the difference between this amount and
the related amount of sales proceeds is debited to accumulated depreciation. Repairs and

maintznance of fixed assets arc ~harged to operating expenses when incurred and significant
improvements of fixed asscts are capitalized.

The assets comprising the buildings, docks and dams and plant and equipment are depreciated
on a straight line basis at 5% per annum. Woads equipment is depreciated on the residual balance
at rates varying from 5% to 50% depending upon the estimated life of the asset. Timberlands are
depleted at amounts per thousand of sawlogs and at amrounts per cord of pulpwood delivered to the

mill and estimatcd to be sufficient to fully amortize the cost of timberlands when the available
timber is removed.

Invesoment tax credit:

The Fa:deral government investment tax credit is being deducted from the cost of the related
fixed assets with the depreciation being calculated oa the net ainount as outlined under fixed assets.
The full amount available for 1975 has been claimed against current income taxes payable.
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BOWATER MERSEY PAPER COMPANY LIMITED
AND SUBSIDIARY COMPANIES

NOTES TO CONSOLIDATED FINANCIAL ST ATEMENTS—(Continued)

2. INVENTORIES: December 31
wis 1m
Raw materials and supplies . .....cooveioiiioiiiiien ... $3943 § 2,967
WoO0ds OPETANOUNS - ..o ovrvrreerrnrneanacecnnsnonns cooe 2,436 1,349 -
Newsprint tols ... ooennrioiiinrieoeinannes O - 85 327
$ 6464 8 4,643
————— — 3 ——

Inventorics used in computing cost of goods sold were as follows:

December 31, 1973 ... $4.035
. Decembe. i, 1974 .ooiiiie it 4,643
December 31, 1975 ... viiiiieninn 6,464
3. Fixep Assers, DEPRECIATION AND DEPLETION: December 31
578 %

Freehold land, buildings, docks and dams ................ " $15200  $13.375

Plant and eqUIpment . ..........iiiiiiiiiniaiiiiiiinee 45.843 42,010

Timberlands and woods equipment ........... oo 8,509 8.248

' $69,552  $63,.33

p————— —— =

4. QTHER ASSETS:

Organization and financing expenses were comprised of the following amounts:

December 1
1975 7
Organization and financing . ......cvvenniniinnienieeenes s 26 $ 53
Exchange and expenses re sale of first mortgage
sinking fund bonds ... ... 20 40
$ 46 s 9
ey =
These expenses are being amortized in equal amounts io 1976.
Deferred chargss were conoriced of the following amounts:
December 31
978 G2
Prepayment of power subsration rental ........ooovvennnnn s 43 S 154
Roads used in woods Operations .. ........eeevcenen onss 53 32

$ 198 $ 186

The prepayn ent of power substation rental is being amortized in equal annual amounts to
1988. The cost of roads used in woods operations is being written off in amounts depending upon
the estimated life of the asset.
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BOWATER MERSEY PAPER COMPANY LIMITED
AND SUBSIDIARY COMPANIES

NOTES TO CONSOLIDATED FINANCIAL ST ATEMENTS—(Continved)

. $. ACCOUNTS PAYABLE AND ACCRUED LiasiLImics:
December 31
1578 157
Trade Payables .......ooveuneerianienenieniiiiiaanies $ 2,095 $ 2,328
Accrued salaries and wages ........ PP 584 229
Accrued vacation benefits . ...... ..o it 974 889
$ 3653 . $ 3,446
e — ———
6. LoNG-TesM DerT, Ner OF CURRENT INSTALMENT: December 31
1978 1974
5% First wortgage sinking fund bonds, Series “A", due —_— —_—
December 1, 1976, payable in annual instalments of U. S. :
$1,300,000 ....covvveneinierenienaarresanaeaaees $ 1,300 $ 2.600
Less instalment dee December 1, 1976, U. S. $1,300,000 . 1,300 1,288
$ - $ 1,312
E—————— ——

Tne Deed of Trust and Mortgage securing the First Mortgage Bonds places restrictions cn the
payment of dividends. At December 31, 1975, retained eamings of $7.657,000 were available for
the payment of dividends.

7. CAPITAL:
Preferred shares:

The preferred share capital is redeemable at $50.25 per share at the option of the company.
The holders of the shares are entitled to receive fixed cumulative dividends of 5Y2% per annum on
the par valae of the shares. :

The company is obligated to use as a $50 Preferred Stock Purchase Fund an amount of money
equal to 1% annually of the aggregate issue for the purchase on the open market or by tender for
retirement of shares to the extent that such shares are available at a price not exceeding their par
value. The company is permitted at any time to anticipate the whole or any part of the Preferred
Stock Purchase Fund by purchasing shares for retirement in reduction of the obligation thereafter
becoming due.

At December 31, 1975, 144,893 shares had been redeemed through the operations of the
Preferred Stock Purchase Fund.

Zommon shares:

The common shares of no par value are owned by Bowater Canadian Limited (51%) and
The Washington Post Company (49%).

8. CONTRIBUTED SURPLUS:

Contributed surptus comprises $487.000 in credits from the redemption of preferred shares
purchased by the companv at less than par value, and $261.000 contributed by a shareholder to
improve the capital position.
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BOWATER MERSEY PAPER COMPANY LIMITED
AND SUBSIDIARY COMPANIES

NOTES TO COMSOLIDATED FINANCIAL STATEMENTS—(Continucd)

9. CartTaL REDEMPTION RESERVE:

Capital redempiion reserve (o Canadian legal requirement) is an appropriation of retained

earnings equivalent to the par value of preferzed shares redeemed for which an application for a
reduction of capital has not yet been made.

10,

PensioN PLaN:

The company has a contributory trusteed pension plan covering substantially all its employees.
The comps 1y's policy is to fuud pension costs as accrued. Based on the most.recent independent
ac’ arial report, the single sum liability for unfunded pension benefits is estimated at $2,875,000.

This liability is being funded over a period of up to 20 years commencing in 1973. Total
pension expenses amounted to $569,000 and $839,000 for the two years ended December 31, 1974
and 1975, respectively.

The plan is integrated with the Canada Pension Plan of the Government of Canada, whose
annual cost to the company is appreximately $105,000.

11. SUPPLEMENTARY INFORMATION IN REspect oF SuorT-TERM BORROWING During THE YEAR ENDED

Decemser 31, 1975:

Highest amount (as of a month end) outstanding .................. $1,400,000
The average aggregate outstanding ..........coovoeieineiinant 499,452
Average annual Interest rate ........o.oinniiiiiiiiiiiiiiiiiienins 10.0%
Approximate aggregate weighted average interest rate............... 9.59%

At December 31, 1975, the outstanding balancs was $950,000 und the approved line of credit
was $3.000,000.

12. COMMITMENTS:

13.

At December 31. 1975, commitments in respect of orders placed for fixed assets were
estimated to amount to $1,473,000, and it is estimated that an additional $989,000 will be required
to complete the major projects in progress.

The company has entered into non-cancellable leases to lease equipment for various periods to
1986. The minimum annual rentals under leases in force at December 31, 1975 are—1976—
$585.000; 1977—$549,000; 1978—$485,000; 1979— $387,000; 1980—$169.000; for the years
1981~-1985 the total is $534,000; thereafter $21,000 in total. :

In addition. the company has a cancellable lease for data processing equipment with a yearly
rental of $44,626.

AsSETS PLEDG:D:
The bank holds as security for its loans an assigninent of inventories 2s provided under Section
88 of The Bank Act.

The net book value of fixed assets at December 31, 1975 pledged under the Deed of Trust and
Mortgaze securing the first mortgage bonds was $27,986,000.

14. The company is subject o restrictions on prices. profits, compensation and dividends under the

Anti-Inflation Act of the Government of Canada.
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BOWATER MERSEY PAPER COMPANY LIMITED
AND SUBSIDIARY COMPANIES
'Schedule V—Propertics, Timberlands, Plant and Equipment
Year ended December 31, 197§
(Stated 1> thoussads of Cansdisa Dotlary)

Balsuce at lavestment Balsmce at
Bem Additions tax Disposals Ewsd of
of st cont - credit at cost Period
Freehold land ...............oee $ 162 $ — s — s — $ 162
Buildings. docks and dams ........ 13,213 1,871 46 - 15,038
Plant and equipment ............. 42,010 4,314 117 <364 45,843
Timberlands ...........ovennnnn 6,787 652 - 315 7,124
Woods equipment ..........onnnn 1,461 57 2 141 1,385
$63,633 $ 6,904 $ 145 s 820 $69,552
3 —————— p————1

Year ended December 31, 1974
(Stated i» thousands of Canadiaa Dollars)

Balance st A BAEI::« ’al
m st cosl at ost _Pedo‘:l

Freehold land .........c.coviiiininiiiannnnnes,. $ 162 S - S — S 162
Buildings, docks and dams ...............00.ln 12,163 1,050 _ 13.213
Plant and equipment ....... ... iiie i eaanas 37,778 4,232 - 12,01¢
Timberlands ......oovvviiii i 6,532 255 - 6,787
Woods CQUIPMIENt .. .ovivvann v iiiiiian aas 1.488 17 4a 1.461
$58,123 $ 3,554 44 $63,632
R cememm——— P L S S
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BOWATER MERSEY PAPER COMPANY LIMITED
AND SUBSIDIARY COMPANIES

Schedule Vi—Accumulated Depreciation and Depletion
of Buildicgs, Docks, Dams, Plant, Equipment.
Tinberlasds and Woods Equipment

Year ended December 31, 1975
(Stated in thousands of Csasdian Dollars)

Balance a1t Deprecistion Balance st
lem and Deductions Ewd of
of Depletion for Sales Period

Buildings, docks and dams and plant and equip-

ML . e evvenrrnaneronoooscsannscassnnnsons $33,274 $ 2,963 s 2N $35,965
Timberlands ......cociiviiiiiiiiiiioieniaens 4,201 257 _ 4,458
Woods equipment .. ...c.oevnreiinrvrneinennen 1,190 49 96 1,143

$38,665 $ 3.26% $ 368 $41,566
E _—  —— p————4 ————— 4
* Year ended Dicember 31, 1974
(Stated ia thowcsads of Canadisn Dollars)
Bulance o Balance
oy °"'$"°‘ Dedurtivas End o
of m Depletioa for Sales period
Buildings, docks and dams and plant and equip-

THEME o v oo e ee e inenrannnscassassasssssnssnnns $30,377 $ 2897 § — $33.274
Timberlands .....oovverineioniearorientarannas 3,870 n - 4.201
Woods eqUIPMENt . ... ovveevnrinanarnneninens 1,150 79 39 1.190

$35,397 $ 3.307 $ 39 $38.665

——t— . -
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BOWATER MERSEY PAPER COMPANY LiMITED
AND SUBSIDIARY COMPANIES

Schedule 1X—Bouds, Mortgages and Similar Debt
Years cnded December 31, 1975 and 1974

Amount ’
Amount Amouat nest Awmeunt Amoant Held by
dusued Seld hy 1held by Amount In Allligtes
and o * or for or for ln Siaking Amount
Reticcd Account Accouat Related Fuads ‘Medged Pessons
Aeunt or of of Do'ance of by lacleded in
Tithe of base .>l¢l.o sized Cancelled lssuer Bsa 2y .mren... issuer bamer Consolidation Oilecrs
© December 31, 1975
5% First mortgage sinking fund bonds
series A due December 1, 1976 $26,000 $1.206 $ — $1,300 $1,360 $ — $ — $ — $ —
w  December 31, 1974:
- $% (irst morigage sinking fund bords
series A" due December 1, 1976 $26,000 $2,600 $ - 12,600 $2,600 $ - $ — y — $ —
— === _— w —— === =
1975
Current insiatments of leag-tere debt . $1.300
long-termdebt ...l -
$1.300
| 1974
Current instaiments of loag-term debt . $1,288
Long-term debl ..ol ) 1,312
$2.600




BOWATER MERSEY PAPER COMPANY LIMITED
AND SUBSIDIARY COMPAMIES

Schedule XVI—Suopniementary Income Statemer? lnformation
(Stated is thousands of Csaudian Dolla:i)

Year eaded Decewnder 31

1978 1974
L ]
Maintennnce and repairs:
Costof goods sold .........ovvvvvnnneeeeeennnnense. § 2,629 $ 2,0i1
(001 SN e - 58
$ 2,629 .$ 2,069
—_= ——— & —§
Depreciation and depletion .. .........voiiiiiiiiiil $ 3,269 $ 3,307
Less amortization of investment tax credit .............. 9 —_
$ 3,260 $ 3,3v7
————— p——+
Taxes, other than income taxes:
Real estate:
Costof goods sold ..........ccoiiiiieiinnninnnns $ 203 $ 192
T 1 1 P 427 371
$ 630 $ 563
==—mmSIiT —_——
Rents:
Costof goods sold ... .......oiiiiiniiiiniinnnnny $ 536 $ 408
L 117 — -
§ 536 $ 408
b ————— 4 ]

Charges for royalties, advertising costs and research and development costs were less than one per
cent of sales during the periods.




BcubT NO._ )

January 20, 1976

Mr. Joel Chaseman

Post-Newsweek Stations, Florida, Inc.
Broadcast House

46th and Brandywine Streets, K.W.
Washington, D. C. 20016

Dear Mr. Chaseman:

This letter is intended -~ reflect our agreement that paragraph 4
of the Agre ent dated as of November i5, 1974, Hetween Pust-Newsweek
Stations, Florida, Inc. (PNS) and Trutk Publishing Company, Inc. (Truth)
entitled "Agreement for the Sale ami Purchase of Radio Station WCKY"
(the Purchase Agreement® is amended to provide that on the {losing Date
Truth will purchase Zhe Station Property from PNS For a total purchase
price of Three Million Five Hundred Thousand Dollars ($3,500,000), to be
paid on tke Clesing Date as Tollows:

1. The Escrow Agent shall deliver the $50,000 Deposit to PNS;

2. Truth shall pay tc PNS by cashier's or certified check i*.e
sum of Two Million Fifty Thousand Dollars ($2,050,000); and

3. The remaining $1,400,000 shall be paid by delivery to PNS

o Truth's promissory note payable in instaliments on the following

anniversaries of the Closing Date:

Secund Anniversary $ 175 000
Third ‘ “ 225,000
Fourth " " 250,000
Fifth * " 325,000
Sixtn " " 425,000

37,400,000




'm

If the foregoing correctly reflects our agreement, please so
indicate by signing the enclosed copy of this letter in the place indicated
below and returning it to the undersigned.

Yours truly,

TRUTH PUBLISHING COMPANY, INC.

Agreed:
POST-NEWSWEEK STATIONS, FLORIDA, INC.

Joel Chasedian .
President Agzn £

. e
7, e
- .”




BT NO. 2

THE WASIHINGTON POST.COMPARY
Profit sharing 2lan

Statement of Amendments
(Effective December 28, 1975)

1. Amend the Introduction by deleting the third sentence and substi-
tuting therefor the following:

“phe trust fund is to be invested in such securities
or other property as the Trustee may select, »ut it
may be invested in securities issued by the Company

only on direction of the Profit Sharing Committee."”

2. Jmenu Section 1.1 to alphabetize tne definitions therein.

3. Add a definition of "Act" to read as follows:

*The Employee Retirement Income Security Act ci 13974,
All references to any section of the Act shall be

deemed to refer not only tc such section bucr also to

any omendment thcereof and any successor statu.ory

provision."”

4. Add a definition of "Break in Service” to read as [ollows:

"Any Year during which an Employcc or an employee cf

a Subsiciary does not complete more than 500 lours of

Service.”

5. Add a definition of "Code" to read as follows:

“she Intcernal Revenue Codz of 1954, All referencas




to any section of thc Cade shall “e decmed to refer
not only to such section but also to any amendment

thereof and any successor statutory provision.®

6. Amead the definition of “"Employee" by deleting the first sen-
tence and substituting therefor the following:
“aAny person (other than Katharine Graham) who is

employed by an Employing Company.*

7. Add a definition of “"Fiduciary” %to read as follows:
"Any person to the extent that he (1) exercises any
discrationary authority or discretionary control
respecting management of the Plan or exercises any
authority or control respecting management or dispo-
sition of its assets, (2) renders investment advice
for a fee or other compensation, direct or indirect,
with respect to any moneys or other property of the
Plan, or has any authority or responsibility to do
s¢c, or (3) has any discretionazy authority or dis-
cretionary responsibility in the administration of
the Plan. Such term includes persons designated by
fiduciaries named in the Plan to carry cut fiduciary

responsibilities undexr the Plan.”

8. Add a definition of "Forfuiture Account” to read as follows®

“an account to which are credited Units forfeited




_on term..atior. of employment by Members formerly
employed by.a particular Employing Company, as pro-

vided in Section S.1l(e)."

Add a definition of "“Hours of Service" to read as follows:

» (1) With respect to an Employec or an employee
of ¢ Subsidiary for whom a time record is kept of his
actual hours worked, all houxs (i) for which he rezeives
or is entitled to receive compensation (including back
pay. if any) from an Employing Company or a Subsidiary
or (ii) which shall be includad in any pex’>d of uncom-
pensatei leave of absence authorized by an Employing
Company or Subsidiary;

(2) with respect to any other Employee or employee

of a Subsidiary, 49 hours for each week (i) which is a
sch2duled work week for which he receives or is entitlea
to receive compensation (including back pay, if any) from
an Employing Company or Subsidiaxy or (il) which shall
be included in any pericd of uncompensatcd leave of ab-

sence authorized by an Employing Company or Suvsidiary;

provided, however, that if an Empleyec or an crployce
of a Subsidiary fails to return vo exployment with an
Employing Company or a Subsidiary inmediately upon the

expiration of any such leave of absence, no hours in-




cluded in the period of such leave of absence shall

constitute Hours of Service."

10. Amend the definition of "Member" to read in full as follows:
“In respect of any.Year, an Employec who at the cnd
of such Year (1) has attained age 25, (2) has completed
a Year of Eligibility Service commencing prior to
December 1 of such Year and (3) has completed 1,000
Hours of Service as an Employee during such Year; pro-
vided, however, that an Employee who satisfies only
conditions (1) and (2) during the first fuli Year in
which he is an Employee,or in the first full Year fol-
lowing a Break in Service, shall nevertheless be a

Member for such Ycar."

11. Amend the definition of "Profit Sharing Profit" to read in
full as follows:

“In respect of any Year, the Consolidated Net Income
of the Employing Companies (other than any Employing
Company with respect to which the Plan shail have been
discontinued) for such Year before any contributions
under the Plan, any tax based upon income, any gain
or loss from the disposition oi assets aot held fex
sale in the ordinary couirse of business and any dividend

to the Company from a Subsidiary.”




12. 2Amend the definition of "Successor" by inserting, after the
word "Member” or "M-omber's", the words "or Nonparticipating

Employee® or "or Nonparticipating Employee‘'s”.

13. Amend the definition of "Trust Fund" to read in £ull as
follows:

"The property from time tc time acquired and hei by
the Trustee, éxcept that cash set apart and held in
interest-bearing accounts or invested in units of par-
ticipation in the discretionary comaon trust fuand main-
tained by the Trustee pursuant to Section 5.1(c) or (d)
or Section 5.2(b) shall not be deered to be a part of
the Trust Fund for the purposes of Sections'z.i, 1.1,
4.2, 4.3 or 9.1. On direction of the Coﬁmittee, the
Trustee .y invest the assets of the Trust Fund in,
and the Trust Fund may include, securities issued by
the Company, provided that at no time after Decembexr 28,
1975, shall more than 75% of the assets of the Trust

Fund be invested in such secuxities.”

14, Add a definition of "Year of Eligibility Service" to read as
follows:
"With respect to an Emnployee or zn emplovee of a Sub-

sidiary, the fcllowing pe:iods in witich he completes

at least 1,000 llours of Scrvice (-cgardless of whether




or not he is an Employee or an cmployee of a Subsidiary
throughout such period):

(a) the period of 12 consecutive months begin-
ning on the date of his initial cmployment by an Employ-
ing Company or a Subsidiary or the date of such employ-
ment following a Break in Service; and

(b) ony Year which does not include the first
day of the 12-month period referred to in clause (a)

above."”

15. Add a definition of "Year of Vesting Service® to read as
follows:

»A Year in which an Employee or an employee of a Sub-
sidiary has attained age 22 and completes at lcas: 1,000
Hours of Service; provided, however, that he shall be
credited with a Year of Vesting Service if his first
Year of Eligibility Sexrvice overlaps two Years and he
fails to complete 1,000 Hours of Service in cither of
the overlapped Years. Any such person shall be credited
with a Year of Vesting Service regardless of whether or
not he is employed by an Employing Compeny or a Sub-
sidiary throughout an applicable Year. If a person re-
mains or becomes an Employee or an employee of a Sub-
sidiary after a Break in Sexvice, he shall receive creus

it for his Yecars of VYesting Scrvice before such Break




only if (1) he complctes a Year of Eligibility Service
after such Break and (2) he ..ad at lcast onc Year of

Vesting Service before such Break."

16. Amend Section 3.1 to read in full as foliows:

"pules for Determining Membership. Anything in the Plan

to the contrary notwithstanding, no Employee shall ke a
Member for any Yecar after the Year 1973 during any part of
which he shall be eligible to participate in any retirement,
pension or similar plan under which an Employing Company
makes contributions in lieu of contributions under this
Plan. If a circulation dealer or agent ceases to be such
in order to accept a position at the principal office of
the Company, then solely for the purposes of this Section

- 3.1 he shall be decmed to Lave been an Emrloyce while

serving as such dealer or agent.”

17. amend Saction 4.1 by substituting a semicoion for the veriod
at the end tnereof and adding the following:
vorovided, however, that there shall not be set apart
in respect of any Member for any Year an amount which,
when added to any amounts from the Forfeiturc Account
allocable to his account as provided in Secticn S.l(e),
exceeds the lesscr of (a) 25% of the Cowpensation of

such Membcr for such Yecar or (b) $25,000, as such amount

-
P




18.

19.

20.

may be adjusted as provided in Section 415(d) of the

Code."”

Amend the introductory clause of Section 5.1 to read in full
as follows: .
“When a Member ceases to be an Employee, Units in his

account shall be credited as follows:".

Amend subparagrzph (a) of Section 5.1 by deleting the first

sentence and substituting therefor the following:
*“If he becomes a Nonparticipating Employee, or if he
ceases to be an Employee (i) because of his death, dis-
ability or mental incompetency or because his Employing
Company ceases to be a Subsidiary, or (ii) for any reason
on a date subsequent to December 28, 1975, after having
at least ten Years of Vesting Service, or (iii) Zor any
reason after attaining age 60, all the Units then in Las

account shall be irrsevocably credited to his account.”

smend subparagraph (b) of Section 5.1 to read in full as follows:
“If he ceases to be an Employee under any other circum-
stances, there shall be irrevocably credited to nis
account a rurber of Units equal to the product obtaincd
by multiplying the aggregate number of Units in his
account by 10% ior each Year (not exceeding 7) of his

Years of Vesting Service."
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21.

22.

2

Amend subparagraph (c) of Section 5.1 to read in full as follows:

“If a Member who ceases to be an Employec again becomes
an Employee before a Break in Service, he may repay the
amount received by him in distribution of the vested

portion of his account in accordance with the provisions

‘of subparagraph (b) of this Section 5.1 and Section 5.2.

If such repayment is made, the nonvested portion of his
account then held ir. the Forfeiture Account, as provided
in subparagraph (e) of this Section 5.1, shall be restored
to his credit as of the Valuation Date coincident with,

or otherwise next following, the date on which he again

becomes an Employee.*”

Amend subparagraph (d) of Section 5.1 to read in full as follows:

“Solely for the purposes of this Section and Section 5.2,
the employment of an Employee by a Subsidiary immediatoly
after the termination of his employment with an Cmploying
Company shall be deemed to be employment with an Employing
Company and shall not affect his status as an Employee
hereunder. However, upon his becoming an employee of a
Subsidiary, cash equal to the valuc of the Units then
credited to his account, determined as of the Valuation
Date next preceding the date on which he terminated his
employment with an Employing Company in oruver to becoia

an employee of a Suksidiary, shall be, on the written




23.

10

election of such Employee irrevocably made at the time

of such termination of employment: (1) set apart from

the Trust‘?und in an interest-bearing account for

such Employee or (2) invested in units of participa-

tion in the discretionary common trust fund maintained

by the Trustee. If the Employee makes an election under
clause (2), he must designate whether the invastment is
to be made in the fixed income fund or the comnon stock
fund of said discretionary common trust fund, or what
proportion of the total. is to be invested in each. There-
after, upon termination of such Employee's employment
with all Employing Cpmpanies and Subsidiaries, there shall
be distributed to him, in accordance with the provisions
of Seccion 5.2, the value of (i) all amounts irrevocably
credited to his interest-bearing account, (ii) units of
participation irrevocably credited to him in the dis-
cretionary common trust fund and (iii) in the event he
shall have resumed employment with an Employing Company
prior to such termination, the Units irrevocably credited

to his account attributable to contributions of the Em-

ploying Companies after such resumption of employment.”

Amcend subparagraph (e) of Section 5.1 to read in full as

follow ::

“Effective as of Deccmber 29, 1975, a Forfeiture Account




‘Qithin che Trust Pund shall be established with respect

to each Employing Company, into which shgll be transferred
any forfeited Units arising in respect of Members employed
by each rxespective Employing Company. When a Mamber ceases
to be an Employee, all Units in such Member's account, if
any, in excess of those irrevocably credited thereto, as
provided in subparagraphs (z), (b) or (d) of this Section
5.1, shall, as of the Valuation Date coincident with such
forfeiture, be transferred to the Forfeiture Account main-
tained with respect to the Employing Company of which the
Member was an Employee. If, as of any Valuation Date

within the 12-month period following such Valuation Date,

the Member shall have again become an Employee and repaid

the arount of the distribution of his vested interest re-
ceived by him, as provided in subparagraph (c), the Units
transferred to such Forfeiture Account in respect of ﬂim
shall be restored to his credit as of such subsequent Valua-
tion Date. All Units in any such Forfeiture Account which
have not been so applied as of such Date shall, as of the
last day cf the Year in which such Date falls, but prior

to the crediting of the Company contribution in respect

of such Year, be transferred out cf such Forfeiture Account
and credited to the account of eaéh Member an the employ

of the respective Employing Cowpany in the proportion which
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the number of Units in such Member's account bears to the
tot#l number of Units in the accounts of all Members in

the employ of the respective Employing Company."

24. Amend Section 5.4 to read in full as foliows:

“Inalienability of Benefits. The right of any person

to recgive any property from the Trust Fund, or from
an interest-bearing account established pursuant to Sec-
tion 5.1(c) or (d) or Section 5.2(b), or in respect of
units of participation purchased pursuant to Section
5.1(d) in the discretionary common trust fund maintained
by the Trustee, shall not be subject to alienation or
assignment, and any attempt to assign, transfer or dis-
pose of such right (except as provided in Section 5.3)

- - or to subject such right to attachment, execution, gar-
nishment, seguestration, or other process shall not ke

riecognized except to the extent required by law."

25. Amend Section 6.1 to read in full as follows:

'Comppsicion of Committee. There shall be a Profit

Sharing Committee consisting of three members (who may ke
Employees and/or Members) appointed by the Board of Direc-
tors. Any mcmber of the Committce may resign from the
Committece by notice in wrating filed with the Secretary

of thc Company. Any memb2r of the Commit=ce may be re-
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moved from the Commictee by the Boara of Directors for
cause, and any member of the Committee who is an Em-
ployee shall cease to be a member of the Committee when
he is no longer an Employee. Vacancies in the Committae

shall be fillsd by the Board of Directors.”

26. Amend Section 6.5 to read in full as fcllows:

*Indemnification. The Company shall indemnify each member

of the Committee against all liabilities and expenses,
including aﬁtdrneys' fees, reasonably incurred by him in
connection with any legal action to which he may Le a
party, or any threatened legal action to which he may
become or might have become a party, by rcason of his
membershi§ on the Committee, except with ragard to any
matters as to whaoch he shall be adjudged to be liable for
gross negligence or willful mi “conduct in the performance

of bhis duty as such a member.”

27. A4dd Section 11.5 to zead as follows:
“Responsibility of Fiduciaries.
(a) Each Fiduciary under the Plan shall discharge
his duties with respect to the Plan solely in the interest
of Members and their beneficiaries and with the care, skiil,
prudence and diligerce under the circumstances then pre-

vailing that a prudent man acting in a like capacity and
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familiar with such matters would use in the conduct of an
enterprise of a like character and with like aims.

(b) No Fiduciary under the Plan shall be liable for
an act or omission of another person in carrying out any
fiduciary responsibiliity where such fiduciary responsibil-
ity is allocated to such other person by the Plan or pur-
suant to a procedure established in the Pl~, except as
otherwise provided in Sectior 405 of the Act.

(c) Anything in the Plan, or any amendment thereof,
to the contrary notwithstanding, no provision of the Plan
shall be so construcd as to violate the requirements of

Part 4 of Title I of the Act."

28. Add section 1l1.6 to read as folluws:

*Mexge: of Plans or Transfer of Plan Assets. In the case

of any mcrger or consolidation of the Plan with, or trans-
for of assets or liabilities of the Plan to, any othex
plan, each Member shall (if such other plan shall then
terminate) receive a benefit immediately aftexr such merger,
consolidation or transfer which is equal to or greater than
the benefit he would have been entitled to receive imme-
diately before such merger, consolidation or transfer (if

the Plan had then terminated).*




[Conformed Copy)

EXHIBIT NO.__3

e ————

AGREEMENT OF AMIWDMENT dated Novewper 12, 1975, by
and between THE WASILINGTON POST COMPANY, a Delaware cor-
poration (hereina(ter called the Company), and AMERICAN
SECURITY AND TRUST COMPANY of Washington, D.C. (herein-
a{izr called the Trustee).

WHEREAS the Company has adopted a Profit sharing Plan
for the benefit of its employees (which plan, as amended
fxrom time to time, is hereinafter called the Plan); and

WHEREAS the Company and the Trustee entered into an
Agreement dated December 28, 1953, establishing a trust
as part of the Plan, which 2aoraament was amended in its
entirety by an Agreement between the Company and the Trustee
dated November 20, 1967, and was subsequently amended by
an Agreement between the Company axd the Trustee dated
as of January 1, 1974 (herainafter called the Trust
Agreement) ; and

WHEREAS the Company has adopted certain amendments
to the rlan efflective December 28, 1975; and

WHEREAS the Compauy and “he Trustea desire to amend
certain provisions of the Trast Agreement to coanform them
to the abovementioned amendments to the Plan;

NOW THEREFORE, the Company and the Trustee hereby
agree as follows:

1. Section ¢ of the Trust Agreement is amended by de-
leting from the first paragraph thereof the c.ause commencing

with the words "provided, however,® and ending with the words
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“Committee shall direct” and by substituting therefor the

following clause:

»provided, however, that at no time after
pecember 28, 1975, shall more than 75% of the
assets of the Fund be jnvested or held in the
form of securities igsued by the Company, nor
shall any such gecurities be purchased by the
prustee or held as part of the Fund excepi on
such terms as the Committee may direct;:"

2. Section 6(1) of the Trust Agreement i3 amended

by deleting the semicolon at the end thereof and adding

the following:

“unless such disposition is required to enable
the Trustee to comply with the provisions of the
first paragraph of Section 4 of this Agreement . "

IN WITNESS WHEREOF, the parties have caused this

ngreement of Amendment to be executed as of the date first

above written.

THE WASHINGTON POST COMPANY

By Alan R, Finbexrg
Vice President

AMERICAN SECURITY AND TRUST COMPANY

By Joseph L. whyte
ce Preslident




EXHET NO___ M

3/10/76

—.@¢ Washington Post Compan
Circulation Dealers Profit Incen%ive Plan

Statement of Amendments

(Effective July 1, 1975)

1. Paragraph (f) of Section 1.1 of the Plan is
amended to read in full as follows:

(f) "Circulation Dealer" means any individual

who has a contract with the Company under which

such individual, acting as an independent con-

tractor, agrees to distribute the daily and Sunday

editions of The Washington Post newspaper by either
purchasing the newspaper from the Company for re-
sale or by acting as a distribution agent of the

Company, and whose principal business consists of

such Jdistribution activity. The Committee's deter-

minatiou that any person is or is not a Circulation

Dealer fcr the purposes of the Plan shall be con-

clusive.

2. Paragraph (a) (i) of Section 4.1 of the Plan is
amended by deleting the phrase "an amount equal to 6% of
such Member s account” and substituting therefor the phrase
van amount equal to such percentage of such Member's account
(but not less than 5% or more than 8%) as the Committee shall
establish as the applicable percentage for such Year".

3. Paragraph (a) (ii) of Section Qfl of the Plan is
amended by deleting the phrase *an amoun%fequal to 6% of such
Dealer's account" and substituting therq&or the phrase "an
amount equal to such percentage of such!Dealer‘s account
(but ot less than 5% or more than 8%) as the Committee shall

establish as the applicable percentage for such Year®.




Exhibit 5

THE WASHINGTON POST COMPANY
and Subsidiaries

Calculatlon of Earnings per Share of Common Stock

Fiscal Year
1975 1974 1973 1972 1971

Veighted Aversge Shares Outstanding
Class A Common 763,440 763,440 763,440 763,440 763,440
Class B Common (excludes shares issuable
upon exercise of stock options -

accounted for below 3,955,527 3,986,368 3,985,008 3,984,966 3,527,603
4;713{'537 4,749,808 Z, 748,448 4,745,463 4,291,043

Add - Shares issuable upon exercise of ‘
stock options 141,932 . 4,250 72,101 283,061 185,880

Deduct - Shares assumed to be purchased
for Treasury with proceed? ?om
exercise of stock optionsil

135,564) . (4,077) _ (65,867) (224,665) _(47,833)
)3 173 6,234 38,396 138,047
Shares used in computation of primary

per share data 4,725,335 4,749,981 4,754,682 4,806,802 4,429,090
Adjustment to ZSIect full dilution of

common stock 5,725 369 221 30,365 19,930
Common shares assuming full dilution 4,731,060 4,750,330 4,754,903 4,837,167 4,449,020

—

Net income applicable to common shares $12,042,000 $14,441,000 $13, 334,000 $9,732,000 $115757!OOO

Per share data:

Primary
Income tefore extrsordinary items
and special credit $2.55 $3.04 $2.80 $2.08 $1.52
Extraordinary items - - - (.06) .09
Special credit - - - 1.04

Net income " 32,55 $3.04 32.80 $2.02 .65
Fully diluted - = -_— -
Income before extraordinary items

and gpecial credit $2.55 $3.04 $2.80 $2.07 $1.52
Extraordinary items - - - (.06) .09
Special credit - - - - 1.C3

Net income 5,55 $3.04 TE 3200 $2.64

—
———

(l)Proceede (weighted) - upon exercise $ 3,522,000 $ 89,250 $ 1,887,610 $7,269, 380 $§ 926,400

Divided b weiﬁhted average foruvia

value (1971) or market viiue

(1971-1975) per share $ 25.98 $ 21.89 $ 28.66 3 33.25 $ 19.43
Shares assumed to be purchased 135, 564 4,077 65,867 _ 224,665 __ 47,833

(2)1ncludes shares issuable upon conversion of 5¢ ~-nvertible preferred stock (1971) and
adjustments to reflect application of treasury stock method using formula value (197)
or market value (1971-1975) at date options were exerciged or at close of period, as

o )




