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Post-Newsweek Stations
WDIV-Detroit
KPRC-Houston
WPLG-Miami/Fort Lauderdale
WKMG-Orlando
KSAT-San Antonio
WJXT-Jacksonville

The Washington Post
Washingtonpost.Newsweek Interactive
The Washington Post National Weekly Edition
The Washington Post Writers Group
The Herald
Community Newspaper Group
The Gazette
Southern Maryland Newspapers
Comprint Military Publications
Commercial Printing
Greater Washington Publishing
Robinson Terminal Warehouse
Capitol Fiber

Cable ONE

Newsweek
Newsweek International
Newsweek Japan (Newsweek Nihon Ban)
Newsweek Korea (Newsweek Hankuk Pan)
Newsweek en Espanol
Newsweek in Arabic (Newsweek Bil Logha Al-Arabia)
Newsweek Polska
Teen Newsweek
Arthur Frommer’s Budget Travel
Newsweek Productions
PostNewsweek Tech Media
FOSE
Government Computer News
Washington Technology
Washington Techway

Kaplan
Kaplan Test Prep and Admissions
Kaplan Professional
Kaplan Higher Education
Score!

International Herald Tribune {50% interest)

Los Angeles Times-Washington Post News Service
(50% interest)

Bowater Mersey Paper Company (49% interest)

BrassRing (49% interest)

Classified Ventures (19% interest)
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for complete descriptionss of the businesses
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THE WASHINGTON POST COMPANY

Financial Highlights

(in thousands, except per share amounts) 2001 2000 % Change
Operating revenue $ 2,416,673 $ 2,412,150 —
Income from operations $ 219,932 $ 339,882 - 35%
Net income $ 229,639 $ 136,470 + 68%
Basic earnings per common share $ 24.10 $ 14.34 + 68%
Diluted earnings per common share $ 24.06 $ 14.32 + 68%
Dividends per common share $ 5.60 $ 5.40 + 4%
Common shareholders’ equity per share $ 177.30 $ 156.55 +13%
Basic average number of common
shares outstanding 9,486 9,445 —
Diluted average number of common
shares outstanding 9,500 9,460 —
Operating Revenue Income from Operations Net Income
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To Qur Shareholiders

September 11 was a shattering day for everyone in the United States. Like all Americans, our hearts went out to the victims of the
terrorist attacks and their relatives. Thankfully, the Kaplan associates who were in the World Trade Center that morning escaped,
but many Post Company people lost family members, and many more lost friends and close business associates. The Post and
Newsweek immediately set about months of diligent reporting on these events, which Ben Bradlee describes beginning on page
12.You also would be proud of the quality news and public affairs programming Post-Newsweek Stations devoted to the September
11 tragedy, particularly in the days immediately afterward.

On July 17, my mother Katharine Graham, the publisher of The Post and chairman of this company for decades, died in Boise, Idaho.
The Post, Newsweek, and many other publications and television programs offered tributes to her at the time, focusing on her con-
tributions to journalism and to the community. A short essay by Warren Buffett describing her business career and what it meant
to the shareholders of this company begins on page 9. The company will carry on with the dedication to excellence in business,
journalism, and education that she inspired.

It seems mundane to be reporting about the company’s financial affairs after those two introductory paragraphs. But thét’s the pur-
pose of this letter. Although chief financial officer Jay Morse keeps the books here in a fashion somewhere between conservative
and very conservative, it has often seemed necessary to start off this report by explaining something about accounting. This year
is no exception. In 2001 we booked a gain of $321 million on a cable transaction that was, in fact, one portion of a trade: We traded
Cable ONE's systems in California and Indiana for AT&T’s systems in Idaho. This gain is a bookkeeping fiction. We never received
$321 million in cash (we did receive some cash in the trade, but it was less than 20 percent of the sum that was booked). The gain
resulted from accounting rules that require writing the assets we traded up to fair market value, rather than recording them at their
historical cost.

In evaluating this gain, shareholders should do what | do: ignore it. If you ignore it, The Washington Post Company had a
very poor year in reported results. Much of this was attributable to the recession, which had a highly negative effect on advertising
in all media and particularly on help wanted advertising at newspapers, including The Post. Advertising was bad before September
11 and worse after. Other major components of our down year included a large write-off at our BrassRing affiliate and the first-year
effects of the Idaho trade on Cable ONE (the longer-term effects should be excellent, beginning this year).

Fortunately, The Post Company continued making substantial progress on several fronts. We aren’t planning for an adver-
tising recovery in 2002 (don’t be alarmed by this; we have no record of successfully forecasting changes in the ad market). But
unless advertising gets much worse, the company should have a pretty good year in 2002, both in reported earnings and in sub-
stance. Two divisions in particular look set for good times: Cable ONE and Kaplan.

2002 should be an encouraging year for Cable ONE, partly because of the company’s willingness to absorb lower earnings in 2001.
Tom Might has put together a series of management actions that should enable this amazing organization and its associates to bring

in large increases in operating income and cash flow for the next two years.

Operating results in 2001 were pounded by the aforementioned trade of high-performing cable systems in northern California
and Indiana for all of AT&T’s systems in Idaho. The systems we traded had higher cash flow than the |daho systems we acquired, and
we also absorbed large depreciation and amortization expenses — all of which took their toll on net income in 2001. But Cable ONE
management had an immediate impact on the performance of the Idaho systems. Their cash flow in 2002 should equal that of the sys-
tems we traded, and customer satisfaction, which was much lower in Idaho than in Cable ONE systems, has risen rapidly. We gave up




short-term cash flow in the trade, but we acquired more subscribers and more homes passed in under-penetrated systems in the
third-fastest-growing state in the country. We like our prospects in Idaho going forward.

idaho was only the beginning of an outstanding year at Cable ONE. By year-end we were number one in the industry in
digital video penetration from a standing start just 16 months earlier. To demonstrate the appeal of our service, we offered it free
for one year to any subscriber who was willing to self-install it. The initial returns are in, and they demonstrate a gratifying number
of subscribers who are willing to convert to paying customers. We're right in line (though still near the beginning) with our opti-
mistic plan to have 250,000 paying subscribers at the end of 2002.

We also had cable modem or (in a few cases) dial-up Internet capabilities deployed in more of our rural MSO than any other
cable operator in the United States. Theorists have written about a digital divide between urban and rural America. That absolutely
isn’t the case in Cable ONE’s small-town/smaller-city markets, and we hope to end up with very high cable modem penetration. At
year-end 6 percent of Cable ONE’s customers subscribed to CableONE.net. This was somewhat behind industry averages because
of our decision to delay the launch of the service until we could do it our way — self-installed by our customers, of course, and with-
out a third-party Internet access provider. But with the rapid roltout of our modem capability, we hope to catch up rapidly with every-
one else in the industry.

Cable ONE’s management has done almost nothing according to standard cable industry practice. That's because our mar-
kets are different and because we have focused on the twin goals of providing maximum customer satisfaction and good returns to
shareholders. Cable ONE is ready to come through. Tom Might and the Cable ONE team have not let shareholders down.

Kaplan had a very good year in 2001 and set the table for outstanding performances this year and for years to come. Jonathan
Grayer, Andy Rosen, and dozens of smart, energetic, customer-focused Kaplan managers have the company delivering great results
in businesses that address many areas of education. Kaplan’s oldest business, Test Prep, is performing outstandingly. Kaplan's newest
acquisitions, particularly the Quest colleges (now part of Kaplan’s newly-formed higher education division), have been extremely
successful. We enter 2002 with very high hopes indeed.

Kaplan feil just short of $500 million in revenue in 2001 and became the company’s second-largest business in revenues after
The Washington Post. In 2002 revenues will grow dramatically, in part from acquisitions but much more from internal growth.

Kaplan Test Prep, the business Stanley Kaplan invented in the late 1930s and sold to The Washington Post Company in 1984,
continued to experience fast growth in revenues and profits. (Stanley’s autobiography, Test Pilot, was published to excellent reviews
last year.) When The Princeton Review went public during the course of the year, we learned that our revenue growth has consistently
outpaced that of our largest, albeit smaller, competitor. Competition is keen, but John Polstein and Kaplan’'s Test Prep team intend to
keep up that record.

Throughout the year we noted that the securities and financial offerings of Kaplan Professional were certain to be affected
by the recession. They were, but we're happy to report that Eric Cantor and his team turned in an increase of more than 20 percent
in their contribution to Kaplan’s profits. The growth opportunities here remain great. Kaplan Professional’s one acquisition of 2001
added a truly unusual and excellent business to the unit: ProSource, under Joe Coyne, has dominated Minnesota in financial and real
estate training.

Our higher education division had a banner year in 2001, its first full year as a Kaplan unit. Gary Kerber and his team are
bringing wonderful resources to thousands of students, helping those students get better jobs and earn more money. In January
2002 three acquisitions brought more colleges into Kaplan’s network, in Texas, Philadelphia, and Columbus, Ohio. There is oppor-
tunity for substantial growth in this business, and Gary has shown — both in 2001 and in the years before — that he can manage a
growing company.

In past years we’ve written about the amounts the company has invested in various developing businesses. Kaplan’s post-
secondary online efforts consumed another $10.5 million in 2001 and will lose money again in 2002. But what started as an exper-
iment is now a business with hundreds of students, serious courses, and a huge growth opportunity. Robert Greenberg, one of
the ablest among Kaplan’s capable group of managers, took charge of Kaplan’s online higher education business in 2001. The
goals he and Jonathan have set for this unit are very high indeed.

Finally, Score cut its losses in 2001 and wili cut them again in 2002. Score probably will never be a very big business, but
it should be a profitable one. it's providing a vitally needed service if we can judge by the number of kids who run from the family
minivan to Score centers every day, both because Score helps with schoolwork and because they enjoy it so much.




Kaplan has been our fastest-growing business for years and should be again in 2002. It is changing the face of our com-
pany. Before long, it’s likely to become our largest division in revenues and should be growing fast in profitability.

As Kaplan becomes more successful, it becomes more necessary that shareholders understand its results. These include
annual accruals for a compensation plan for Kaplan’s top management. Back in 1994 we thought Kaplan’s strong management team
had the potential to take our money-losing education business and turn it into a highly profitable division — if we could keep the man-
agers together, Most of the team stayed, and the results have been terrific.

Accruals related to the stock compensation plan — mostly non-cash for now, but leading to a cash payout later — make
it difficult to understand Kaplan’s results. Under the plan, a value for Kaplan, based on its hypothetical vaiue if it were a pub-
lic company, is set by our Board’s compensation committee. An outside firm participates in the valuation. As Kaplan's earn-
ings have started to increase dramatically, so have the valuations — and the accruals. We accrued $6 million under the plan
in 2000 and $25 million last year. We expect Kaplan’'s profits and its value to increase significantly this year; so, too, should
our accruals.

So much for the news of improving results. If you look at the segment data at the end of this report, you'll find that Post-Newsweek
Stations had a big down year in profits; they were off 26 percent. But Alan Frank and the managers of our six television stations —
Joe Berwanger (Detroit), Sherry Burns (Jacksonville), John Garwood (Miami), Jim Joslyn (San Antonio), Henry Maldonado (Orlando),
and Steve Wasserman (Houston) — deserve thanks from every Post Company shareholder for their excellent performance under
difficult circumstances.

2001 was certain to be a down year in television station profits because 2000 included such a large amount of political and Olympics
advertising. The TV business has evoived into one where even-numbered years experience growth, while odd-numbered years struggle
to retain it. Nonetheless, because of the advertising recession, revenues were way below what we had expected. (For four days after
September 11, the stations ran no advertising whatsoever, but revenues were off before and after September 11 as well.)

Post-Newsweek once again recorded the highest operating margins of any publicly reporting group broadcaster. Alan and his team
of station managers started cutting expenses as soon as they saw the year was going to be a poor one, and they never stopped. Post-Newsweek
Stations has made an art form of cutting expenses while making sure news and public affairs programming stays as strong as ever.

Several of our stations set ratings records, and all performed well within their markets. Our poorest-performing station, WKMG
in Orlando, had a management change at year-end with PNS veteran Henry Maldonado taking over, along with news director Skip
Valet. The station quickly became competitive in the 11 p.m. news period, but WKMG still has plenty of work to do to get to the place
where other Post-Newsweek stations have been for years.

At the beginning of 2002, we reached a deal with NBC that should work out very well for both companies. Back in 1994
Bill Ryan, then president of Post-Newsweek Stations, reached a network compensation agreement with NBC that has proven very
beneficial to our company and also has provided to the NBC network the audiences of both Detroit’s top-rated station and our fast-
growing station in Houston.

At the end of 2001, NBC made a proposal for a revised arrangement that will run through 2011. Alan Frank recognized the
proposal had highly advantageous qualities for both companies, and an agreement was quickly reached. This was gratifying; rela-
tions between networks and affiliates have been difficult for years, and our company may have contributed to the rhetorical noise
level at times. (We certainly weren’t alone; it has long seemed to us that the networks have been super-critical of local affiliates and
not at all appreciative of higher-performing groups like Post-Newsweek, even though we bring higher-than-average audiences to
network programming.) We would prefer that all our stations remain affiliated with the major networks, as we traditionally have been;
we'll do so if we can reach agreements that are financially acceptable for our shareholders.

News is the key building block at every PNS station. Strong news programming produces strong business results. Of par-
ticular note, WJXT won a 2001 Peabody Award for its documentary on domestic violence. Peabodys are usually won by the net-
works, so this was a remarkable accomplishment for our smallest station and the team that created the program: anchor Deborah
Gianoulis, producer Sharon Siegel-Cohen, photographer Bobby Thomas, and news director Skip Valet.

In the future, viewers will have more and more high-quality channels to turn to, and there are those who have doubts about
the future importance of local television stations. It has always seemed to us that the station with the best local news in each mar-

ket has a huge advantage in getting ready for the future. That's what we intend to be.




Financially, Newsweek had an extremely tough year. When Rick Smith took over the magazine in 1991, Newsweek was making
no money at all, and Rick described the next ten years as “rolling the rock up the hill” In 2001 the rock rolled most of the way back
down again. Advertising pages were off almost 25 percent. Few news or business magazines did better; many did worse.

However, poor business results had no effect whatsoever on Newsweek’s journalistic quality. Week after week, the magazine
broke important stories, printed insightful columns, and crackled with life. Circulation revenue was up by a simply unbelievable (and
highly necessary) $21 million. The success of Newsweek’s special post-September 11 issues — described in Ben Bradlee’s essay —
led to thousands of subscriptions that will hold down circulation-building expenses in 2002 and provide advertisers with a meaningful
bonus over the rate base.

Newsweek’s management — Rick Smith, president and COO Harold Shain, publisher Greg Osberg, and editor Mark Whitaker —
is simply the best in the business and experienced at rolling rocks up hills.

Again, Newsweek and all magazines face huge increases from the U.S. Postal Service. The Postal Service has its problems,
but its persistent rate posture — raise rates aggressively on the mail customers want (letters and magazines) while slashing rates on
the mail no one wants (third-class junk mail) — seems like a recipe for disaster.

In reporting on The Washington Post newspaper over the years, I've occasionally called attention to the increasing importance of help
wanted advertising to Post results and to the cyclical character of that business. But the dramatic decline in help wanted in 2001 made
the point far more eloquently than |I.

This question often comes up: Is heip wanted advertising moving from newspapers to the Internet? The enormous numbers of
résumeés that flood in from Post help wanted ads remain ample tribute to the necessity of newspapers for recruitment campaigns. If adver-
tisers want an online solution, our Washingtondobs.com is simply the best resource for employers in the greater Washington area. We're
ready to serve advertisers in whatever medium works best for them. But we think newspapers will remain the key ingredient in success-
ful recruitment advertising.

For Post advertising outside recruitment, it wasn't as bad a year. Retail revenue was down almost 15 percent, but automotive
and real estate advertising held up well.

At the end of the year, The Post raised its newsstand price for the daily paper to 35 cents. We remain one of the lowest-priced
newspapers in the country, a fact that has something to do with the exceptionally high penetration The Post enjoys in the District and the
11 counties that make up the Washington area. But with advertising falling, we, like all other newspapers, have had to ask readers to
bear somewhat more of the costs of producing their morning paper.

Expense performance was a highlight. All departments focused on it, and costs at the newspaper actually declined for the year
despite higher average newsprint prices than in 2000.

The Post'’s journalistic performance both before and after 9/11 was simply sensational. For years executive editor Len Downie
has been patiently building an exceptional reporting staff. When the events of 2001 hit, The Post was prepared with great reporters
to follow them across the board.

I'd also like to single out one particularly important piece of pre-9/11 reporting. Everyone in Washington was horrified by
the death in early 2000 of a little girl named Brianna Blackmond. She had been removed from loving care in an outstanding infants’
home and returned for a visit to the custody of a mother previously found unfit. Her death inspired reporters Sari Horwitz, Scott
Higham, and Sarah Cohen to ask how many other children turned over to the city’s custody had died. The answer was appalling.
From 1993 through 2000, 229 boys and girls perished after their families had come to the attention of the District’s child protection
system. According to the series, “Some children died in accidents or shootings on the streets. Others succumbed to disease. But
one in five — 40 boys and girls, most of them infants and toddlers — lost their lives after government workers failed to take key
preventive action or placed children in unsafe homes or institutions.” When the series ran, city officials dedicated themselves to
making necessary changes in the child custody system.

LLate in 2001 Herbert Block (Herblock) died, ending a 55-year career as The Post’s cartoonist. Herb was the greatest edi-
torial cartoonist in history. No other cartoonist was ever at the center of affairs for such a long period, nor the regular author of so
much memorable work. To paraphrase one of his favorite Americans, someone will succeed Herb, but no one will replace him.

The Gazette newspapers in Maryland's Montgomery, Frederick, Carroll, and Prince George’s counties also saw their advertising volume

fall as a result of the recession. Profits fell somewhat, but The Gazette delivered another strong year.




In early 2001 we acquired Southern Maryland Newspapers from Chesapeake Publishing Corp. They, too, were affected by
the recession’s impact on advertising. However, under Chuck Lyons’ able leadership, we look for our now-large group of community
newspapers to be an important contributor to the company’s profits in the future.

One of the largest business issues facing the company is the future of Washingtonpost.Newsweek Interactive (WPN). In important
respects it had a simply great year in 2001. Traffic to washingtonpost.com boomed from January on, and as readers sought news
about September 11 and its aftermath, chief executive officer Chris Schroeder and editor Doug Feaver responded.

Up until 2001, the biggest day in washingtonpost.com’s history had been the day after the November 2000 presidential elec-
tion, when the uncertainty in Florida led to a record 10.7 million page views, 35 percent more than the biggest day we'd ever seen.
September 11 and 12 each brought 28 million page views, and the site recorded several more 10 million-plus page-view days. As |
write this in January, washingtonpost.com seems to have settled down to a traffic level almost 50 percent higher than the level of 2001.

Jupiter Media Metrics, the principal web ratings service, continued to report that washingtonpost.com was the most highly
penetrated local site in the United States. Its 39 percent local-market penetration in October was a runaway number one in the coun-
try. in addition, washingtonpost.com attained a record year for revenues in jobs, cars, and real estate advertising.

Frustratingly, while employers, car dealers, and real estate agencies increasingly used washingtonpost.com to drive business,
other advertisers held back. The site’s losses remained high {though no higher than we budgeted, thanks to nice work on the cost side).

Chris Schroeder, chief operating officer Caroline Little, and their impressive team enter 2002 with a renewed commitment
to push revenues higher, drive expenses down, and look for every possible way to expand the site's advertising base.

Flatteringly, Cox Newspapers bought our WashingtonJobs.com software, feeling it was the best available product on the
market, and began using it on its own recruitment web sites.

In our three previous annual reports, I've proudly highlighted how much money we were spending on new businesses, many
taking advantage of the Internet. These included WPNI, Score, eScore.com, and Kaplan’s online higher education initiatives,
BrassRing, and a newspaper industry classified advertising initiative, Classified Ventures.

The scorecard on these is mixed. I've reported on WPNI. Score, after about $50 million of investment, is close to break-
even. Kaplan’s online higher education effort (once called The Kaplan Colleges) looks like a winner, possibly a big winner.

eScore.com, an ambitious attempt to create an online equivalent to the Score classroom experience, failed. Much of the
able programming talent gathered to support it is now developing the Kaplan Learning Platform (KLP), a set of learning software
that will undergird Kaplan’s initiatives to deliver superior educational services across the board, from kids at Score to adult learn-
ers at Kaplan’s higher education division. KLP will give Kaplan a leg up in all of its online endeavors.

‘ BrassRing, a business-to-business hiring management and recruitment company in which The Post Company has a
49 percent interest, reported a large loss in 2001. Much of this resulted from the write-down of the value of its career fair assets
and therefore was non-cash. Our share of these losses resulted in a pre-tax charge of $75 million, although we invested only
$21 million in cash in BrassRing in 2001.

BrassRing consists primarily of two businesses: a large career fair business and a smaller but rapidly growing software
business that offers customer companies web-based systems that streamline and manage the corporate recruiting process. The
career fair business had a terrible year; almost no large companies were hiring. The systems business had an excellent year.
BrassRing's prospects going forward are uncertain, but seem very good. Certainly the company couldn’t have a better CEO than
Deb Besemer, and Deb has attracted a very strong management team.

Classified Ventures had a much-improved year under new CEO Dan Jauernig. The company expects to operate without
requiring additional capital from investors in 2002, but it will never return to Post Company shareholders anything like the amount
of money we’ve put into it. (We own 19 percent of Classified Ventures.)

Whether all these investments turn out to have brought much to Post Company shareholders will be determined by the
futures of WPNI, Kaplan’s post-secondary businesses, and BrassRing.

No Washington Post Company annual report would be complete without a few words on pension accounting. I've reported before
that a large portion of our reported profits comes from our pension credit. The number for both 2001 and 2000 was approximately
$4.00 per share (excluding costs for early retirement programs). The table on page 52 breaks down the pension credit by segment.




Our pension credit has always been a large percentage of our profits because the investment results of our pension fund have
been extraordinary. With Bill Ruane and his firm, Ruane, Cunniff, investing the lion's share of the fund, our returns have been among
the best of any U.S. corporation. This gives the people who work here unusual certainty about their pension funding.

The reason we have always singled out the pension credit for your attention is that it's a non-cash item and therefore of lesser
quality than the rest of our earnings.

Complex accounting rules decide how much pension credit is reported as part of our earnings, but a key determinant is the
expected rate of return on assets in a pension fund (the higher the expected return, the larger the pension credit and the greater a
company’s reported earnings). For 2002 and the future, we have reduced The Washington Post Company’s investment return assump-
tion from 9 percent to 7.5 percent. We've also lowered a second assumption, called the discount rate, by one-half percentage point.
As we announced in January, the combined effect of these changes and assumptions would be to reduce 2002 earnings by $20-to-
$25 million, although cash receipts don’'t go down by a dollar. After our January announcement, our actuaries informed us that our
investment returns were much higher than expected, so that the pension credit in 2002 will be off only $10-to-$15 million.

Our decision to reduce the return assumption is unconventional and will penalize our earnings compared to those of other
companies. Warren Buffett's article in the December 10, 2001, issue of Fortune seems to me and to our Board to provide over-
whelming evidence that it's not prudent to expect 9 percent returns out into the future.

One other significant difference for 2002 is that because of a change in accounting rules, we will no longer amortize goodwill.
This will have the effect of increasing our reported operating income by approximately $75 million (about $5.00 per share), but it's a
non-cash item. A similar adjustment will hit the books of all other companies.

John Dotson joined the company’s Board of Directors at mid-year. John had spent 18 years at Newsweek early in his career, rising to become
chief of correspondents. After leaving us, he became a Knight Ridder publisher, first at the Boulder Camera and then at the Akron Beacon-
Journal, where the newspaper won the Pulitzer Prize Gold Medal for Public Service for a groundbreaking series on race relations in the
community. John is a most-welcome addition to the Board.

This year Don Keough retires, an enormous loss to our Board. Don’s range of experience, brains, and unfailing good humor
were among the most important supports to Kay Graham and later to me. To say he’ll be missed is a huge understatement.

Bev Keil, the company’s longtime vice president of human resources, retired at the end of the year. Bev's contributions were
very important. She greatly improved and simplified our benefits plans. In addition, she oversaw the growth of The Gazette newspapers
and PostNewsweek Tech Media. She found and hired Chuck Lyons and put him in charge of those businesses. Ann McDaniel moved
from the managing editorship of Newsweek to become Bev's successor.

With Cable ONE and Kaplan leading the way, the company continues to change dramatically from year to year, making it difficult for
me to communicate to you all | should about the nature of your investment. In the fall of 2000, we held a highly successful Shareholders
Day, giving shareholders a chance to hear from our division heads about the most rapidly changing parts of the company. We’ll prob-
ably stage a second Shareholders Day later this year. I'll communicate with you about it when a time and place are set.

Readers of this report over the years may have noted I'm not particularly comfortable with optimistic statements, and | try this one out
somewhat awkwardly. Despite the biggest advertising recession in recent memory, we could have a pretty good year in 2002. In fact, the
next two or three years should be good ones for the company, even assuming no advertising recovery (as long as it doesn’t get still worse).
When advertising does start to recover — we have no idea when that will be — we’ll be ready to make progress across the company.

Sincerely,
Donald E. Graham
Chairman of the Board

March 8, 2002




z
[
(o]
et
4
<
I3
-
<
4
O
o
o
w

BY HERBLOCK, 1909 - 2001




Kay Graham’s Management Career
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This specteculer periormance — witkeh far outsirippee those of her iestosierone-leden peers — elweays
left Key ermnezed, elmost disbelieving. She was never quite sure wihere dslibiis and credits belonged and
couldn't shelke the feeling that the lack of an MBA degree destined her lor business fllure.

©f course, nene of thet matered at all. For Kay understosd he two mest basie rules of business: First,
surreund yoursell with talented people then mourish them with responsibiites your gratiude;
second, consistenty deliver & superior, everdmproving procduct to your customer. journalistic
ers, no one carried out either tesk betier than she, The conseguence was outsized preitis. (ndeed, if we
lock &t newWSpaEEr marging on wihat | would term & “guelity-acjusied” basls, she
The Weshingftion Pest Compeany from neer {1 straight to the tep.

The meanegeriel problem that caused Key anguish was the pressmen’s strike in 1875, During
he preceding yeears, in The Pest’s pressroom had deteroraied t© a siate epproaching anar-
chy. Finally, on Ostober 1, the union wealked eut, afier first cisebiing 2l presses, seiing fire to ene,
seversly beaiing & fereman. The unlen's members, smug [n the knewledge that & long sirfke could Kl
he paper, were certain fhat Key weould feld, (nstead, she therm em.

In the strike’s early days, the compeling Washington Star bulged wih acs wihile an emeaciated Post
lost readers and acvertisers &t an alarming rate. During thet pered [ walcheed Kay sufiier, tormentad
by the theught thet she destreying what her family had spent mere than 40 years bullding. Some
of her most trusted acvisers urged her to cave. But, wiih her knees knocking lovuder than ever belors,

she persevered — and wom.

Key brought brains, character, guts, and, not to be omitted, the deepest sort of patrictiem to her job &
CEO of The Washington Company. She always thet what she wished for was & Pullizer

in menagemaent. [n my boek, she earmed ene.
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The Biggest Story of the 21st Century — If We’re Lucky

BY BENJAMIN C. BRADLEE

The frightful events of September 11 kicked off the biggest story since World
War ii, the biggest stery of the 21st century — if we’re lucky. Before the night
was over, thousands were dead, history had changed wrenchingly, and our
reporters were off to explore events and peoples and cultures beyond their

knowledge and imagination.

in the next six weeks, The Washington Post put more than a dozen reporters and
photographers into Afghanistan — by foot, by automobile, by truck, by plane, and
on horseback. And Newsweek published 32 million magazines, including two
extras, and street sales averaged more than half a million, many times more than

the normal weekly number.

Foreign correspondence is great for these historians: proud — and proprietary of

their war stories. But you really had to be there to understand:

Rajiv Chandrasekaran, The Post’s Djakarta bureau chief, was driving back to
Pakistan after attending a Taliban press conference inside Afghanistan. He came
upon three hulking wrecks of a Taliban convoy and stopped to examine a truck.
He began to worry that he might be the inadvertent target of the next U.S. attack
so he called assistant managing editor Phil Bennett for advice. Bennett called
the U.S. military’s central command in Tampa, Florida, and told a source there

the situation. The source wanted to know whether Rajiv was in the lead truck,







and whether he was using his satellite phone. It was suggested bluntly that Rajiv stop using the

satellite phone since the planes use signals from the phones to identify their targets.

Language skills in Farsi and Pashto, or the several dialects in the countries north of Pakistan, were hard
to come by, and so everyone’s expense account included monies for translators. When Moscow cor-
respondent Peter Baker arrived in Afghanistan, he reported hiring a translator thusly;

Baker: “Hello. How old are you?”

Translator: “Fine.”

Baker: “We have a deal”

And they shook hands.

Baker was the first Post reporter and one of the first two American reporters to make it into Afghanistan.
(He denies that he arrived pulling a suitcase on wheels, but he was wearing a blue blazer and loafers.)
He was followed by correspondent Bill Branigin and photographer Lois Raimondo. Lois was the only Post
staffer who knew Afghanistan well, and she stayed there ten weeks, filing both stories and pictures. She
spent much of that time with Northern Alliance troops, and she got the first pictures of jubilant Afghans

celebrating their liberation.

Bill Branigin wrote a memorable story about a hair-raising drive on a narrow, treacherous mountain road,
when he met another truck coming toward him — in reverse. “This is a Toyota truck,” the driver explained.
“It only goes in reverse. I've been in reverse for 250 kilometers.” Branigin’s driver said to him: “Don’t even

bother to write that up.... No one is going to believe you.”

Reporter Keith Richburg and photographer Lucien Perkins struggled through Afghanistan’s Anjuman Pass
(altitude: 10,500 feet) in snow and ice storms on horseback (expense account: $60 per horse) to get to the

front in the Panjshir Valley north of Kabul.

Newsweek’s Colin Soloway was the first reporter to find the bearded young American Taliban, John
Walker Lindh. Soloway had returned to the Afghan fortress of Qala-i-dJhangi after-a deadly uprising by
captured Taliban and al Qaeda prisoners had been brutally quashed by Northern Alliance fighters and
American Special Forces. Soloway was interviewing survivors of the uprising when Northern Alliance

officers told him that an American was among the prisoners loaded on a truck. Soloway at first looked
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around for an American Special Forces soldier. “There obviously was no one like that,” Soloway said.
“There were dazed, injured, bleeding people. Men were crying.” Lindh was pointed out to Soloway, and
he asked the youné man if he was American. Lindh said yes. Within hours, Soloway reported his scoop,
first on Newsweek.MSNBC.com and then in the magazine. Soloway was also the first to report the exis-
tence and details of the videotaped interrogation of Lindh by two CIA officers, one of whom, Johnny “Mike”

Spann, was subsequently killed in the uprising.

Newsweek International editor Fareed Zakaria produced a seminal piece — “Why They Hate Us.” Pentagon
briefers told the press corps: “Read the Newsweek cover story before asking any more questions. This

is basic reading.”

Newsweek contributing editor Eleanor Clift landed an exclusive on the cockpit recorder transcripts of

passengers on United Airlines Flight 93 trying to recapture the plane from the terrorists.

And the ubiquitous powerhouse Evan Thomas seemed to be producing the classiest cover stories every

week. One Newsweek editor says admiringly, “He writes faster than he types.”

The first regular edition of Newsweek after the attacks sold 2 million copies, by far the biggest news-
stand sale in the magazine’s 68-year history. Four different magazines were published in 13 days. One

64-page special issue was produced in just over 24 hours.

The city room of a big metropolitan newspaper is a fast-paced and chaotic place on a day like September
11. Len Downie and the other editors had to mobilize the staff long before they had any real idea what was
happening. Fashion reporter Robin Givhan, sports columnist Sally Jenkins, and sports writer Rachel
Alexander happened to be in New York when the two planes struck the Twin Towers in lower Manhattan.

And they were out chasing the story before the third plane hit the Pentagon.

Metro reporter Arthur Santana was one of the first to arrive at the Pentagon. He got into the Pentagon court-
yard, inside the cordon set up to keep the media out. A military officer pressed Santana into joining a
group of volunteers trying to claw through the rubble looking for survivors. He stayed on that job for 72
hours while sending regular reports on his cell phone. He was joined inside the cordon by photographer

Juana Arias, who abandoned her car on Shirley Highway and climbed two highway fences to get there.
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Metro reporter Steve Vogel, who had a Pentagon press pass, was among the group brought into the still-

burning Pentagon later that day to report on the scene inside.

Photographer Rich Lipski wanted to go to the roof of a Virginia apartment building with a great close-up
view of the Pentagon disaster area. The superintendent turned him down. “You don’t understand,” Lipski
told the superintendent. “l work for a madman. He’'ll fire me if | don’t get on that roof and bring back those

pictures” He was not kidding when he described photo editor Joe Elbert. (p.s. — he got the pictures.)

All this produced a rare extra of 50,000 copies — all sold and all collectors’ items.

Bob Woodward came in early on the morning of September 11 (from his book leave) and has been
knocking off exclusives ever since: Mohammed Atta’s letters to his feliow hijackers; the first accurate
account of the Taliban—bin Laden relationship; the first account of secret CIA units playing a combat
role; and much, much more. Another Post prize-winning reporter/author, David Maraniss, who also was
on book leave, returned to the newsroom to start reporting on three powerful stories on the many lives

affected by the attacks.

And finally, The Post's newsroom worked hand in hand with washingtonpost.com. Our web site recorded
28 million page views in the first 24 hours after the greatest crime in American history. The biggest pre-
vious day in the site’s history (the day after the 2000 presidential election) was 10.7 million. Traffic to

the site has stayed at nearly 50 percent above pre-September 11 levels.

In so many ways daily journalism — with its endless procession of breaking news, crime, deadlines,
inside politics, scandal, and bowl games — is all just a dress rehearsal for the stories that grab the
country by the throat and by the heart. This was such a story, and Post shareholders can be completely

proud of how the troops responded.
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Television broadcasting division operating income in 2001
declined 26 percent to $131.8 million, from $177.4 million in 2000.
The stations’ revenue decreased 14 percent. Excluding approx-
imately $42 million in political and Olympics advertising in 2000,
revenue in 2001 decreased only 3 percent despite the impact of
September 11 and its aftermath.

Al six Post-Newsweek stations rallied immediately
after the terrorist attacks to focus on local stories. WPLG
broke the story of the terrorists’ interest in crop-dusting facil-
ities in South Florida, where the attackers planned and
trained. WDIV exposed a terrorist cell in Detroit and revealed
the apartment where terrorist suspect Nabil Al-Marabh was
living. WJXT followed Jacksonvilie fire, police, and Red Cross
volunteers to New York and stayed close to local naval bases
as military mobilization began. The stations organized
telethons, fundraisers, blood drives, and phone banks of grief
counselors, and the stations’ web sites provided important
safety information about anthrax and other potential threats.

WDIV-Detroit continued to rank first in its market
and was the number one NBC affiliate in the top 20 U.S. mar-
kets in 2001.

Throughout the year WDIV created specials and
vignettes to salute Detroit's 300th birthday. Highlights
included a special on the vital role Detroit played in the
Underground Railroad and exclusive live coverage of the
Parade of Tall Ships on the Detroit River.

WDIV and the Detroit News formed an exclusive new
partnership in 2001. On Election Day, using combined polling
capabilities, WDIV was the only television station in the market
to call the mayoral race accurately early in the evening.

An investigation on underage drinking caught
teens on tape illegally buying liquor. The Michigan legislature
responded by enacting stiffer penalties for store owners

who sell liquor to minors. Investigative reporter Kevin Dietz
received the Agnes Scott Leadership Award from the
Prevention Coalition of Southeast Michigan for his inves-
tigative reporting.

KPRC-Houston weathered Tropical Storm Allison
in June by remaining continuously on the air for 48 hours, pro-
viding viewers with extraordinary live pictures of one of the
worst natural disasters in U.S. history. KPRC broadcast a live
town meeting with city, state, and federal officials and many of
the storm’s victims. The station followed up with a day-fong
telethon that raised $250,000 for the American Red Cross
relief fund. KPRC’s total storm coverage won a regional
Emmy Award for excellence.

An incredible story of a different kind also took
Houston by storm in June. Suburban wife and mother Andrea
Yates drowned all of her five children. This tragic event made
national headlines and continues to do so. KPRC was the
only TV station at the home to capture pictures of Yates when
authorities arrested her.

By year's end it was apparent that Enron, once the
pride and joy of Houston’s corporate community, was col-
lapsing in a scandal that continues to unfold. KPRC quickly
recognized the scope of the story and created a “Boom to
Bust” coverage team. The station coordinated its coverage
with NBC News and tapped into the expertise of Washington
Post reporters who were covering the congressional angle
of the Enron collapse.

Last spring KPRC expanded to a three-person
anchor team for the 10 p.m. weeknight newscasts. The
expanded news team introduced a Nightbeat Extra segment
offering viewers in-depth coverage of a different issue each
night. KPRC'’s 10 p.m. weeknight news was rated number one
in the May ratings sweeps.




WPLG-Miami/Fort Lauderdale led the market in
reporting major news events in 2001.

The disputed 2000 presidential election was finally
resolved in January. As many political, polling, and news oper-
ations continued to pursue a recount throughout the state,
WPLG dispatched crews to report on all facets of the story and
the final accounting of the election.

Reporter Jilda Unruh’s two-year investigation into
malfeasance and corruption in the Dade County school sys-
tem led to the forced resignation of the Superintendent of
Schools and two of his top lieutenants. The school board
instituted a top-to-bottom review of accountability and over-
sight of administrative practices as a result of the series.

WPLG continued its success in combining signature
community events with strong marketing and sales initiatives.
The 2001 Air and Sea Show, a salute to the nation's military,
brought over 3 miliion spectators to the Fort Lauderdale beach
in May. The station’s live special of the event, supported by
sponsorship packages, generated high ratings. The Air and
Sea Show joins WPLG's longstanding sponsorship of the
Ericsson Tennis Championships on Key Biscayne as prime
examples of the station’s commitment to showcasing South
Florida, as well as successful event marketing.

WKMG-Orlando underwent major transitions in
2001. Henry Maldonado, a 20-year Post-Newsweek vet-
eran, joined WKMG as general manager in August. He
brings years of experience from major markets, including
most recently Detroit, where he was vice president of pro-
gramming and promotion at WDIV. At WKMG Maldonado
quickly focused the station on local issues, branding WKMG
as Local 6 and introducing Good Neighbor 6 to address
community issues.

Other significant additions included changes in
news, both on-air and in management. The station intro-
duced a new anchor team for the evening newscasts at
5 p.m., 6 p.m., and 11 p.m. weeknights; promoted ancther
anchor/reporter to solo anchor the 5:30 p.m. newscast; and
hired a weatherman from WDIV to anchor all evening
weathercasts, a news director from WJXT, and an assistant
news director from KSAT.

In addition, the station has added experienced
new sales management.

Among news highlights, a Little League team from
Apopka, a community in the Orlando market, represented the
United States at the Little League World Series. WKMG was
the only station to travel with the team to Pennsylvania and
became the home station for their families and the commu-
nity that rooted for them.
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KSAT-San Antonio once again delivered the high-
est-rated late newscast among all ABC affiliates in metered
markets. Nightbeat at 10 p.m. maintained its ratings domi-
nance in the San Antonio market despite a weak ABC network
schedule. KSAT also continues to dominate early newscasts
at noon, 5 p.m., and 6 p.m., with number one household rat-
ings and great demographics.

Early in the year KSAT anchor Leslie Mouton was
diagnosed with breast cancer at age 34. She told her story
to viewers on-air and at speaking engagements throughout
the city. From her first surgery through chemotherapy and
radiation, Leslie shared her battle with the entire community,
step by step. She anchored an entire newscast bald after los-
ing her hair during chemotherapy. Because of her efforts to
educate others about breast cancer, Leslie was awarded the
Congressional Families Action for Cancer Awareness Award.

When heavy rains came in June and created ter-
rifying flood conditions, KSAT stayed on the air continuously
and brought residents much-needed information, as well as
dramatic video of water rescues.

During the station’s second annual free diabetes and
cholesterol screening event, more than 11,000 people were
tested, an unprecedented response. KSAT teamed up with the
San Antonio Police Department to collect bikes for children.
More than 1,000 families received bikes for Christmas.

WJXT-Jacksonville celebrated a year of market
domination in ratings and revenue, showing clear growth in
both arenas. Despite poor market conditions that only wors-
ened after September 11, WUXT emerged with its strongest
market share in more than a decade thanks to aggressive
sales prospecting and new business development. WJXT
maintained its 52-year history of market leadership, retain-
ing its number one ranking in virtually every newscast and
key daypart. Of special note, America’s longest-running four-
person news anchor team — Tom Wills, Deborah Gianoulis,
Sam Kouvaris, and George Winterling — celebrated 20 years
together on WJXT in June.

2001 marked the beginning of a new partnership
with the NFL Jaguars, as WJXT became the team’s official
station. The alliance led to exclusive reporting opportunities
for WJIXT's sports reporters, as well as increased and highly
desirable football inventory for the sales department.

WJXT has a long history of producing insightful
primetime documentaries. The latest, “When Mommy Can't
Read,” reported on the issue of adult illiteracy. This examination
of the cyclical nature of illiteracy has seen wide use throughout

Florida by groups dedicated to eradicating the problem.
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Newspaper publishing division revenue in 2001 decreased 8
percent to $842.7 million, from $318.2 million in 2000.
Operating income decreased 26 percent to $84.7 million, from
$114.4 million in the prior year.

The decline in operating income in 2001 resulted
from a significant decline in print advertising, offset in part
by a higher pension credit, higher online advertising revenue,
lower newsprint consumption, and cost control initiatives. in
addition, a $27.5 million charge recorded in the fourth quar-
ter of 2000 in connection with an early retirement program
at The Washington Post had a favorable impact on year-over-
year comparisons.

The Washington Post had a tough financial year,
with results greatly affected by the industry-wide decline in
advertising revenue. At the same time, several important
steps were taken to reduce costs, improve the newspaper,
and enhance customers’ ability to do business with The Post.

Print advertising revenue dropped 14 percent to
$574 million, from $664 million in 2000. Almost two-thirds
of the ad revenue decline — $58 million — was due to the
print recruitment category, which fell 37 percent from 2000.
This sharp drop masked other classified areas — automo-
tive, real estate, and apartments — that grew in 2001 due in
part to new zoning opportunities and other innovations. The
Paost also successfully launched a community zoning adver-
tising unit to generate new revenue and build loca! content
that is highly important to readers.

Every department at The Post focused on expense
reduction. Despite higher newsprint prices, expenses were
down 3 percent from 2000, excluding the pension credit from
both years and one-time production staff buyouts in 2000.
Headcount was reduced by nearly 200 full-time equivalents,

and the manufacturing units generated significant productivity
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improvements. Newsprint waste was reduced with no
adverse impact on reproduction quality.

Daily circulation declined about one-half of 1 per-
cent, while Sunday circulation dropped by three-quarters of
1 percent.

The Post made substantial progress in efforts to
make it easier and more efficient for advertising and circula-
tion customers to conduct business with the newspaper. The
advertising billing systems are being upgraded, “back-office”
service to advertisers has improved, and more payment
options are being made available to subscribers.

Two local weekly sections in suburban Virginia
were converted to a livelier and more informative format as
The Post continues its initiatives aimed at meeting the needs
of a growing and increasingly diverse region.

Washingtonpost.Newsweek interactive (WPNI)
grew revenue in excess of 12 percent in 2001 despite a double-
digit nationwide decline in advertising. washingtonpost.com
saw dramatic growth in traffic, with page views increasing
by nearly 50 percent. WPNI expects continued advertising
revenue growth as online usage increases both at home and
in the workplace.

Digital media emerged as a trusted and critical
source of news and information in 2001. Second only to
national television, the Internet was a leading source for cov-
erage of September 11 and its aftermath.

washingtonpost.com is committed to providing
the best coverage and interactivity for its local, national, and
international audiences. This was especially tested under
the demands for information following the September 11
attacks. washingtonpost.com remained available through-
out the day, when nearly every other news site was difficult

to access.




This commitment has made washingtonpost.com
the highest locally penetrated site and one of the top five
national news sites in the country. The site strives to offer the
best in journalism with easy-to-use interactivity, personal-
ization, email alerts, and multimedia. The site offers live dis-
cussions with newsmakers, mywashingtonpost.com’s
personalization features, and award-winning video, audio,
and photography woven seamlessly into text coverage.

Locally, WashingtonJobs.com continued as the
top recruitment site, offering both the best ability to match
employers and employees and the most advanced job
search features. Cox Newspapers was so impressed that it
licensed WPNI’s internaliy developed software for use on its
recruitment sites.

washingtonpost.com’s Cars.com and real estate
areas are the definitive online places to buy, sell, or rent a
car, home, or apartment in the Washington market.
Washtech.com, the powerful source for information on the
metropolitan-area technology community, became the
most visited site in its category.

In 2001 Yahoo! Internet Life Magazine named
washingtonpost.com Best Newspaper Online, and the site
won the National Press Foundation’s Excellence in Online
Journalism Award. The site also won top honors from the
Newspaper Association of America and five top Editor &
Publisher awards, including best news site and best recruit-
ment section. washingtonpost.com also broke new ground
by winning television awards from the White House News
Photographers Association.

. Newsweek.MSNBC.com also achieved record
traffic — up more than 100 percent year over year — reflect-
ing outstanding news and war coverage and an innovative
site redesign. As a result of the MSNBC partnership,
Newsweek and washingtonpost.com have developed cre-
ative online multimedia packages that are closely linked to
print and television.

Newsweek.MSNBC.com also launched a break-
ing news email product available only to Newsweek maga-
zine subscribers.

The Washington Pcst Writers Group posted a
solid year in a very tight market. The Group’s op-ed writers —
Jim Hoagland, David Broder, George Will, Ellen Goodman,
William Raspberry, Richard Cohen, Charles Krauthammer,
Robert Samuelson, Michael Kelly, Ruben Navarrette,
and E.J. Dionne — were in great demand after September
11. Comic strip sales weakened during the year, but
income from Post photo and text reprints rose for the fifth

consecutive year.
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The Herald in Everett, Washington, celebrated its
100th year as a daily newspaper by redesigning the look and
feel of the paper to sharpen its appeal to busy readers and
by introducing a revitalized Arts & Entertainment section and
a new Sunday Real Estate section that attracted consider-
able advertising support. Herald columnist Larry Henry was
judged number one among sports columnists for newspa-
pers between 40,000 and 100,000 circulation by the
Associated Press Sports Editors.

The local economy, already in recession, was hard
hit following the September 11 terrorist attacks when The
Boeing Company, Everett’s iargest employer, announced ptans
to lay off 30,000 employees company-wide. Earnings at The
Herald were off 16 percent, and thtla company instituted major
cost reduction and re-engineering plans to stabilize the oper-
ation as it headed into 2002.

Longtime publisher Larry Hanson retired after 45
years, the last 18 of which he served as publisher and pres-
ident. He was succeeded by general manager Allen Funk, a
16-year veteran of The Washington Post Company.

Community Newspaper Group consists of The
Gazette newspapers, Scuthern Maryland Newspapers,
Comprint Military Publications, and Commercial Printing.

The Group acquired Southern Maryland
Newspapers on February 28, 2001, and moved quickly to
redesign the paid-circulation newspapers serving Charles,
Calvert, and St. Mary’s counties; launch a non-subscriber spe-
cialty publication, The Advertiser; install pre-press technology;
and refurbish press equipment to achieve guality reproduction
for its newspapers and commercial printing customers.

The Gazette operations in Montgomery, Carroll,
Prince George's, and Frederick counties felt the effects of a
major decline in classified employment advertising. The
newspapers distinguished themselves by publishing local
coverage of the September 11 attacks and by winning a fifth
straight annual Award for General Excellence from Suburban
Newspapers of America.

The paid-circulation weekend edition of The
Gazette that covers business and politics in Maryland saw its
circulation increase to 25,000; its monthly business publica-
tion expanded to become a weekly section of that edition. The
commercial printing operation in Gaithersburg saw a nearly
$2 million increase in 2001 revenues.




Cable Television Business Overview
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Cable ONE’s operating cash flow was $135.3 million in
2001, down 5.9 percent from $143.7 million in 2000.
Revenue increased to $386.0 million in 2001, up 7.6 per-
cent from $358.9 million in 2000.

As predicted in the 2000 annual report, the short-
term costs of Cable ONE'’s unique free digital launch strat-
egy were reflected in 2001’s cash flow. However, the gradual
addition of the $8.95 digital fee to more than 200,000 free dig-
ital subscribers wilt be a major source for cash flow growth
in 2002 and 2003. Likewise, last year’s trade of three high
cash flow systems for AT&T’s low cash flow systems in I[daho
dampened 2001 cash flow, but promises substantial upside
as cash flows are increased to Cable ONE levels in 2002 and
2003. The slowdown in the economy hurt cash flow, too — bad
debt expense increased sharply.

2001 was a year of many anticipated accom-
plishments at Cable ONE, but some turned out even better
than expected. Although Cable ONE held back its digital
video launch two to three years later than other MSOs, the
company surged to an industry-leading 32 percent pene-
tration of basic subscribers by year-end, just 16 months
from launch. Cable ONE also waited for its cable modem
launch until mid-2000, but by year-end 2001 had become
the industry’s highest deployed cable ISP at 89 percent of
homes passed, in just 21 months. in both cases Cable ONE
patiently developed unique products and launches to
improve upon early industry experiences. Customer satis-
faction with both new products produced Cable ONE’s high-
est-ever overall customer satisfaction ratings.

Cable ONE Digital launched as a rich digital serv-
ice with more premium channels (38), more PPV channels
(47), and more music channels (40) than DBS. Not satis-

fied with the results of digital launches at other MSOs, Cable
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ONE bought first-of-a-kind digital headends that allowed
100 percent statistical remultiplexing and 256 QAM output.
In English, this allowed total flexibility to mix and match por-
tions of digital streams from any number of desired
transponders with full, efficient utilization of each digitized
6 MHz stream. Well, almost English! The purpose of this
rich offering was to match or surpass DBS in as many cat-
egories of programming as possible. And it has worked.
Research shows that since Cable ONE Digital was
launched, customer interest in DBS has fallen by 60 per-
cent to a record low.

This unique digital content strategy was enhanced
by an even more unique and risky launch strategy — giving
digital access away free for 12 months. There was only one
catch. Customers were asked to install the digital receiver on
their own, if possible. An estimated 80 percent of digital
installs in 2001 were accomplished with self-installations,
saving more than 150,000 expensive truck rolls. It would have
been impossible to achieve Cable ONE's industry-leading
32 percent penetration in just 16 months without this tactic.
The free offer expired December 31, 2001, with a year-end
digital customer count of approximately 239,500.

In 2002 Cable ONE plans to expand its digital pro-
gramming by increasing digital basic channels from 14 to 25
by adding limited HDTV feeds and a Hispanic tier. Managing
digital programming changes across Cable ONE’s 42 digital
headends is easy, because virtually all carry the exact same
national digital lineup. This standardization also enabled the
deployment to 91 percent of the MSO basic subscriber base
in record time, just 16 months.

The cable modem story is no less unique at
Cable ONE. It confounds most analysts that an MSO built
around smaller markets that was last to launch cable




modems now leads the industry in market deployment. So
much for the “rural digital divide.” CableONE.net is available
to 89 percent of all homes passed by the MSO. As with dig-
ital video, the strategy was to wait until adequate knowledge
and standards had been acquired to do it better. While wait-
ing for all the benefits of standardized DOCSIS modems to
arrive, Cable ONE launched CableONE.net as a dial-up
service in most of its markets four years ago. This strategy
readied all associates for selling and servicing Internet cus-
tomers well before the first modem was added as a high-
speed version of the brand. As a result, Cable ONE was
able to launch high-speed modem service without any part-
nerships, such as @Home, and without sharing any rev-
enue. The recent enormous costs and customer hardships
suffered by other M8Os who were affiliated with @Home
have been well chronicled by the press and completely
avoided by Cable ONE.

Perhaps more important, Cable ONE was the
first in the industry to avoid expensive truck rolls and
accomplish 100 percent customer self-installation and self-
provisioning since launch — something no other MSO has
been able to do universally. This will save more than 50,000
truck rolls per year. For the first 15 months the service was
offered, Cable ONE required all customers to buy their own
modems at retail. A $5 monthly leasing option was added
in the third quarter of 2001, when wholesale modem prices
fell below $100. As a result net subscription sales rates
tripled to an annualized 6 percent rate in the fourth quar-
ter and 7 percent in 2002. Penetration of basic subscribers
was 6 percent at the end of 2001.

The trade of three Cable ONE systems in
California and Indiana for six AT&T systems in idaho was
completed in March. Although Cable ONE received 30 per-
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cent more subscribers and 70 percent more homes passed,
the short-term impact of the trade diluted cash flow by $8.6
million due to the significantly lower cash flow per sub in
AT&T’s systems. Idaho cash flow growth is expected to
close that gap in 2002. This trade pushes the percentage
of Cable ONE subscribers in its five largest states to 73 per-
cent. In subscriber order the five states are Mississippi,
Idaho, Texas, Oklahoma, and Arizona.

As promised, 2001 capital spending hit an all-
time high of $167 million due to the rapid deployment of dig-
ital service, which accounted for aimost $100 million. With
the massive digital deployment over and with rebuilds
nearly complete, 2002 capital spending will be a fraction of
the 2001 level. Cable ONE should experience significant
free cash flow growth in 2002 and beyond.
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The magazine publishing division recorded operating
income of $25.3 million in 2001, a decrease of 48 percent
from $49.1 million in 2000. Revenue totaled $380.2 million,
a 9 percent decrease from $416.4 million in 2000. The
decline in 2001 operating income resulted from a 24 per-
cent decrease in advertising revenue at the domestic and
international editions of Newsweek.

Newsweek’s distinguished coverage of
September 11 and its aftermath, as well as an extraordinary
response from readers, were vivid reminders of the vitality
of the news magazine category and of the important role
Newsweek plays in the lives of its readers. A string of weekly
issues and two special editions broke all Newsweek news-
stand sales records and elicited 10,000 letters in the first
month after the attacks. Covering every aspect of the event,
Newsweek and its web site broke many important stories —
on the hijack investigation, the flight recorder transcript of
Flight 93 (the plane that crashed in Pennsylvania on
September 11), and the existence of American Taliban John
Walker Lindh. The magazine also provided narrative story-
telling and analysis, including distinctive cover stories such
as Evan Thomas’ “The Road to September 11th” and
Fareed Zakaria's widely cited “Why They Hate Us,” which
answered the question Americans were asking about
Islamic fundamentalism.

With the two special issues and the regular weekly
editions, Newsweek printed a total of 32 million copies of the
magazine in the six weeks after September 11. The first extra
sold roughly 2 million copies, as did the first regular issue
after the suicide hijackings. The price of the second special,
“The Spirit of America,” included a $1 donation to charity for
every copy sold; the issue will generate more than $1 million
for the September 11th Fund.
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That kind of affirmation made 2001’s financial
results that much more disappointing. With a weak advertis-
ing market mirroring the overall economic slowdown, both ad
revenue and pages were down from 2000 levels. The after-
math of September 11 only accelerated a yearlong decline.
Advertising for the other two major newsweeklies declined
similarly; the business and technology books fell by sub-
stantially higher percentages. For Newsweek the net result
was a revenue hole that could not be filled, and a major turn-
around is not expected for 2002. However, expenses have
risen by only about 1 percent since 1999 — even though
postal rates climbed steadily, and following September 11,
manufacturing and distribution costs rose as Newsweek pro-
duced millions of additional newsstand copies to meet
increased demand.

Circulation revenue increased dramatically in
2001 due to post-September 11 newsstand sales of as
much as ten times the normal weekly average. More impor-
tant for the long run, increased reader interest produced
gains in both new and renewal subscriptions. Domestic
paid circulation remained strong and profitable at an aver-
age of more than 3.25 million, which provided advertisers
with an average 5 percent bonus above the 3.1 million rate
base. Newsweek continued to lead the newsweekly cate-
gory in delivering brand-loyal readers to its advertisers,
offering the highest percentage of long-term subscribers,
the highest percentage of subscribers sold without premi-
ums, and the lowest subscription sales requirement to
maintain rate base.

Newsweek'’s total global audience is 23.9 million.
Syndicated research around the world shows the magazine
leading the newsweekly field with the highest concentration

of readers in key demographic categories that advertisers




most want to reach. According to MRI Fall 2001, the U.S. edi-
tion of Newsweek is read by a greater number of affluent
business professionals than Time or U.S. News, and nearly
9 in 10 Newsweek readers are linked to the Internet.

Newsweek [nternational also saw a dramatic
increase in newsstand sales in the aftermath of September
11, but it feit the impact of the global economic slowdown as
advertising dropped in all three major editions. Circulation of
the magazine’s three English-language editions overseas
totaled an estimated 676,000. A Polish-language edition,
Newsweek Polska, was launched in September, and in just
three months it became the leading news magazine in
Poland, outdistancing two well-established rivals. The only
news magazine to publish foreign-language editions,
Newsweek also appears in Japanese, Korean, Spanish, and
Arabic. In April Newsweek severed its ties to Itogi, a Russian
newsweekly, when that magazine was taken over by a state-
owned company.

Arthur Frommer’s Budget Travel, a no-nonsense
guide to affordable travel, saw both circulation and advertis-
ing hold up much better than expected — far better, in fact,
than other books in the category. For its September/October
2001 issue, Budget Travel’s rate base increased to 450,000,
from 400,000, and average paid circulation for the second
half of 2001 was more than 544,000. For the first half of 2001
(the latest period for which figures are available for the other
travel books), Budget Travel was the category leader in units
sold per issue at the newsstand.

Newsweek Productions substantially expanded
its operations in 2001. Under a development agreement with
Carlton Television, a major television production company in
the United Kingdom, Newsweek Productions produced non-
fiction programming for the cable networks MSNBC, A&E,
The History Channel, American Movie Classics, and
National Geographic Channel.

Among the productions were biographies of
Laura Bush and Bill Ciinton for MSNBC’s Headliners &
Legends series; documentaries on childhood obesity, plas-
tic surgery, and human cloning for A&E’s /Investigative
Reports series; a documentary on presidential libraries for
The History Channel; documentaries on the making of the
movies Sophie’s Choice and sex, lies and videotape for
American Movie Classics; and a 14-part series on a year at
West Point for National Geographic Channel.

In addition, Newsweek Productions completed a
fourth season of the award-winning HealthWeek series on
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PBS.Three single-topic HealthWeek special editions also were
broadcast as Friday night specials on ABC News’ Nightline.

The biography of Laura Bush and a HealthWeek
special edition on a mysterious outbreak of the rare dis-
ease scleroderma in south Boston won Gracie Awards, the
highest honor of the American Women in Radio and
Television Foundation.

PostNewsweek Tech Media felt the impact of
the severe decline in the technology sector, but made sig-
nificant strides in strengthening its publications, trade
shows and conferences, and Internet sites in the govern-
ment information technology market.

In January 2001 Government Computer News
(GCN) introduced a redesigned magazine with improved
content based on focus group research. By year's end GCN
saw a significantincrease in renewal rates among its 87,500
qualified subscribers, most of whom are federal government
IT decision-makers.

By January 2002 Washington Technology, a sister
publication of GCN that serves systems integrators in the gov-
ernment IT market, also had introduced a redesigned magazine.

FOSE, the 26-year-old government | T trade show,
followed its successful show in 2001 by expanding its 2002
show to include the latest in IT plus a separate but related
conference called FOSE ES, focused on Enterprise
Solutions. The Trade Show Group produced the third annual
FOSE@IRMCO conference for government ClOs and
launched the PSX trade show in February 2002.

Washington Techway, which serves the non-gov-
ernment technology market in the nation’s capital, won the
Jesse H. Neal National Business Journalism Award for news
coverage in 2001 and introduced an annual Tech Legends
event that honors past and present leaders of the

Washington regional technology community.
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Education revenue increased 40 percent in 2000, climbing
from $354 million to $494 million in 2001. Kaplan became
The Washington Post Company’s second-largest revenue
producer during the year.

Due to the amortization of goodwill and the
accounting for stock options at Kaplan, which unlike most
companies includes a charge related to options held by
management, Kaplan reported a loss of $28.3 million in 2001,
compared with a loss of $41.8 million in 2000. Excluding these
charges, Kaplan's operating earnings were $12.7 million in
2001, compared to a loss of $25.8 million in 2000. The improve-
ment resulted from higher profits at Kaplan Test Prep and
Admissions, Kaplan Professional, and Quest (now part of
Kaplan's higher education division) and reduced losses from
new business development activities, offset by higher stock-
based compensation expense accruals.

Kaptan, Inc., continued to grow as one of the
nation’s leading providers of lifelong education, evolving
well beyond its historic test preparation roots in areas that
include after-school educational centers, institutional pro-
grams for schools, post-secondary education, and profes-
sional training.

Kaplan Test Prep and Admissicns posted
another year of solid growth, serving nearly 200,000 stu-
dents through its center-based and online courses. The
sagging economy boosted the popularity of graduate
school, which benefited Kaplan's pre-graduate courses,
particularly GMAT and LSAT preparation. Revenue from
both courses was up approximately 25 percent for the year.
The division's medical and nursing licensure programs also
experienced double-digit growth. Kaplan K12 Learning
Services benefited from increased emphasis on elemen-
tary and secondary school testing and increased its direct
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sales to schools. By year-end, school relationships num-
bered more than 800, reaching tens of thousands of stu-
dents and teachers through professional development
workshops, curricular materials, and test preparation pro-
grams. For example, Kaplan prepared 4,000 New York City
teachers for their certification tests. In January 2002
Kaplan acquired assets of Achieva, an institutional provider
of online state testing and college preparation services,
with programs in 75 school districts.

Despite challenges facing foreign students seeking
visas to study in the United States following September 11,
Kaplan continued its strong push into English-language
instruction. The division offered a full array of English-lan-
guage and test prep programs in its U.S. centers and served
a growing number of international students through 45 cen-
ters in 18 countries.

Enrollments and revenue from online programs
were up more than 150 percent for the year, with
kaptest.com selling over 27,000 online programs. Kaplan
Publishing, in a joint venture with Simon & Schuster, pub-
lished 151 titles and introduced a number of state-specific
test preparation and parent involvement books. With an 82
percent market share in retail test prep software, Kaplan
had the top-selling SAT/PSAT/ACT and GMAT/GRE/LSAT
titles on the market.

Kaplan Professional, which serves corporations
and individuals who require licensing and continuing edu-
cation in insurance, securities, information technology, real
estate, and finance, was the business unit most affected
by the soft economic climate. The unit as a whole, however,
continued to broaden its reach. The unit’s real estate busi-
nesses experienced 20 percent growth with the launch of

new products, the expansion of online and classroom offer-




ings, and the acquisition of ProSource Educational
Services in Minnesota. The Kaplan Professional Real
Estate Schools are the largest provider in each of the five
states in which they operate. Schweser Study Program, the
largest provider of preparation for the Chartered Financial
Analyst (CFA®) exam, achieved revenue growth of 50 per-
cent over 2000 and launched Schweser Online. Despite the
slow economy, Dearborn Financial Services, which offers
pre-licensing and continuing education for financial pro-
fessionals, and Perfect Access Speer, an information tech-
nology training and consulting business, continued to grow.
Dearborn Trade Publishing released 43 new business titles
in 2001. Self Test Software, a leading provider of informa-
tion technology practice certification tests, launched a new
test engine and grew its corporate client base.

Kaplan Test Prep and Admissions and Kaplan
Professional increased revenue by 11 percent, reaching
$272 million in 2001.

Kaplan Higher Education, the newly-formed
division that includes all of Kaplan’s post-secondary edu-
cation businesses, posted revenue of $165 million in
2001. Each school that is part of this division has its own
individual accreditation by one of several national or
regional accrediting agencies approved by the U.S.
Department of Education. The unit includes the fixed-facil-
ity colleges that were formerly part of Quest Education
(acquired by Kaplan in 2000), as well as online post-sec-
ondary and career schools.

The fixed-facility schools, which posted revenue
of $151 million in 2001, added 7 schools in January 2002
and now have 41 schools in 13 states. The schools offer
bachelor and associate degrees as well as diploma pro-
grams designed to provide students with the skills neces-

27

sary to qualify them for entry-level employment in the fields
of healthcare, business, information technology, fashion,
and design. These schools had nearly 15,000 students at
year-end 2001.

Kaplan’s higher education division also offers dis-
tance-learning programs through such institutions as Kaplan
College and Concord Law School. Distance revenue totaled
$14 million. The distance-learning programs include bache-
lor and associate degrees and diploma and certificate pro-
grams in such areas as business, information technology,
financial planning, legal nurse consulting, paralegal studies,
and criminal justice, as well as advanced law degrees.

Score!, a national provider of after-school learn-
ing programs for children, posted revenue of $51 million, a
40 percent increase over 2000. in 2001 Scorel's 147 after-
school learning centers helped nearly 60,000 children in
grades K through 10 develop academic skills, seif-confi-
dence, and a love of learning.




Financial Contents

Ménagement’s Discussion and
Analysis of Results of Operations

and Financial Condition
Consolidated Statements of Income

Consolidated Statements of

- Comprehensive Income
Consolidated Balance Sheets

Consolidated Statements of

Cash Flows

Consolidated Statements of Changes

in Common Shareholders' Equity

Notes to Consolidated Financial

Statements
Report of Independent Accountants

Tein-Year Summary of Selected

" Historical Financial Data

Corporate Directory

29

37

37

38

40

M

42

55

56

58

|
]
|
|
|
I

R e e e

I
i
i
i
i
i
3
l
s




THE WASHINGTON POST COMPANY

MANAGEMENT'S DISCUSSION AND ANALYSIS
OF RESULTS OF OPERATIONS AND FINANCIAL CONDITION

This analysis should be read in conjunction with the Consolidated
Financial Statements and the notes thereto.

RESULTS OF OPERATIONS — 2001 COMPARED TO 2080

Net income for 2001 was $229.6 million, compared with net income of
$136.5 million for 2000. Diluted earnings per share totaled $24.05 in
2001, compared with $14.32 in 2000. The Company’s 2001 results
include after-tax gains of $126.5 million, or $20.69 per share, from the
sale and exchange of ceriain cable sysiems in ihe first quarier; a non-
cash goodwill and other intangibles impairment charge recorded by the
Company's BrassRing affiliate (after-tax impact of $19.9 million, or
$2.10 per share}); and losses from the write-cown of a non-operating
parcel of land and certain cost method investments to their estimated
fair value (after-tax impact of $18.3 million, or $1.93 per share).
Excluding these non-operating and principally non-cash transactions
in 2001, net income totaled $71.3 million, or $7.40 per share. The
decline in 2001 operating earnings is largely due 1o a significant decline
in advertising revenue, increased depreciation and amortization
expenses, and higher stock-based compensation exvense accruals at
the education division. These factors were offset in part by increased
operating income contributed by Quest Education (acquired in August
2000), higher profits from Kaplan's test preparation and professional
training ousinesses, reduced operating losses at Kaplan's new business
development activities, and an increased pension credit. In addition,
2000 earnings included a fourth quarter afier-tax charge of $16.5 mil-
lion, or $1.74 per share, arising from an early retirement program at
The Washington Post.

Revenue for 2001 totaled $2,416.7 million, or flai compared to revenue
oi $2,412.2 million in 2000. Adveriising revenue decreased 13 percent
in 2001, and circulation and subscriber revenue increased 10 percent.
Education revenue increased 40 percent in 2001, and other revenue
decreased 10 percent. The large decrease in advertising revenue is
duz io declines at the newspaper, television, and magazine divisions.
The increase in circulation and subscriber revenue is due to a 20 per-
centincrease in Newsweek domestic circulation revenue and a 10 per-
cent increase in suoscriber revenue at the cable division. Revenue
growth at Kaplan, Inc. (about two-thirds of which was from acquisitions)
accounted for the increase in education revenue.

Operating costs and expenses for the year increased 6 percent to
$2,196.7 million, from $2,072.3 million in 2000. The cost anc expense
increase is primarily attributable to companies acquired in 2001 and
2000, higher depreciation and amortization expense, and higher stock-
based compensation expense accruals at the education division, off-
set by a higher pension credit and lower expenses at the newspaper
publishing, television broadcasting, and magazine publishing seg-
ments dug to extensive cost control initiatives.

Operating income decreased 35 percent to $219.9 million in 2001,
from $339.9 million in 2000.
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The Company’s 2001 operating income includes $76.9 million of net
pension credits, compared to $65.3 million in 2000. Theses amounts
exclude $3.3 million and $29.0 milfion in charges related to early retire-
ment programs in 2001 and 2000, respectively.

DIVISION RESULTS

Newspaper Publishing Division. Newspaper publishing division revenue in
2001 decreasad 8 percent io $842.7 million, from $918.2 million in 2000.
Division operating income for 2001 totaled $84.7 million, a decrease of
28 percent from operating income of $114.4 million in 2000.

The dacrease in operating income for 2001 is due to a significant
decline in print advertising, offset in part by a higher pension credit,
higher online advertising revenue, lower newsprint cost, cost control
initiatives employed throughout the division, and the $27.5 million
charge recorded in the fourth quarter of 2000 in connection with an
early retirement program completed at The Post.

Print acvertising revenue at The Washington Post newspaper
decreased 14 percent to $574.3 million, from $564.1 million in 2000.
Volume declines of 41 percent in classified recruitment advertising for
2001 caused classified recruitment advertising revenue declines of 37
percent. The economic environment surrounding most of the otner
advertising categories at The Post (i.e., retail, general, preprints) was
also sluggish for fiscal 2001 compared to the prior ysar. in these cat-
egories, rate increases only partially offset volume declines ranging
from 3 percent to 28 percent during 2001. The soft advertising climate
worsened late in the third quarter of 2001 as the Company exparienced
further reductions in advertising revenue and volumes following the
events of September 11.

Daily and Sunday circulation at The Post declined 0.5 percentand 0.7
percent, respeciively, in 2001. For the year ended December 30, 2001,
average daily circulation at The Post totaled 773,000, and average
Sunday circulation totaled 1,057,000. Newsprint exoense at the news-
paper publishing division decreased 6 percent for 2001 due to reduced
consumption, offset by overall higher prices during the year.

Revenues generated by the Company’s online publishing activities,
primarily wasningtonpost.com, increased 12 percent to $30.4 million
during the year.

Television Broadcasting Division. Revenue for the television broadcasting
division totaled $314.0 million for 2001, a 14 percant dacline from 2000.
Excluding approximately $42 million in political and Olympics adveriis-
ing in 2000, revenue in 2001 decreased 3 percent due to a general soft-
nass in agvertising (particularly national advertising) and several days of
commercial-free coverage following the events of September 1.

Competitive market position remained strong for the Company’s
television stations. WJXT in Jacksonville and WDIiV in Detroit were
ranked number one in the latest ratings period, sign-on to sign-off, in
their respective markets; KSAT in San Antonio ranked second; WPLG
was tied for second among English-language siations in the Miami




market; and KPRC in Houston and WAMG in Crlando raniked third in
their respective markets.

Operating income for 2001 daciined 23 nercent to $131.8 milion, from
$177.4 million in 2000 due to revenue deciines discusseg above.
Operating margin at the broadcas: civision was 42 parcen: for 2037 and
49 percent for 2000. Excluding amortization of goodw/l end intangidias,
cperaiing margin was 48 nercent for 2001 and 53 nercenrt for 20C0.

(o)

Magazine Publishing Division. Severue for the magezine publishing divi-
sion toialec $380.2 miliion for 2001, 2 9 perceni cecrease from 2000.
Operating income totaled $25.3 miliicn for 2007, a decraase of 48 par-
cent from 2000. The deciine in 2007 gperating incoma resuited from
a 24 percent aecrease in adverising revenus at Nawswesk dug o
fewer advertising pages at 20i1 the domestic and inlernational edi-
tions. Tne deciine was ofisel in part by increased newsstand saies on
regular ana special ecitions relaiec to the Sepitemder 11 lerrorist
aitacks, a higher pension crecdit, and reduced operating exdenses.

Operating margin at the meagazine pubiisning division Cecreasecio 7
percent for 2001, comnarec to 12 percent in 2000.

Cable Television Division. Cadie division revenue of $3835.0 miilion for
2001 represents an 8 parcent increasa over 2008, Tha 200" revente
increase is cque to rapid growin in the division's digitei and cadie
modem service revanuas, a/ong with en increasad numdsr ¢f basic
subscribers from the cadie excnange iransactions comoieted in ine
first quarter of 2031. Ceble division operating income daclinad 57 ar-
cent in 2001 to $32.2 million, due mosily to a $25.3 milion increase
in cepreciation and amertizalion expense compared 0 2000,

Cable division cash fiow {opsraiing income exciuding depreciation and
amoriization expense) totaied $135.3 miillion for 2001, a dacreass of 6 ner-
cent from 2000. The decineg in cable division cash fiow is mosly dus io
higher programming expsnse, cosis associaied with the iauncn of ¢igital
services, and comperatively lower cash fiow margin subscricers acquired
in the cable sysiem exchangas completed in the first guarier ¢f 2001.

i}

The increase in depreciation expense is ¢ue o capital spending, which
is enabling the Company to offer dighal cable services to iis sud-
scribers. The cable division began its rollout plan for these services in
the third guarier of 2000. At December 31, 2001, the cable division
had approximately 238,530 cigital cable subscribers, representing a
35 percent penetration of the subscriber base in the mariels where
digitel services ars offered. Diglal services are currently offerec in mear-
kets serving S1 percent of the cabie division's subscrider base. The
roltout olan for the new digital cadle services includes an offer for the
cable division's cusiomars {0 obiain thesa services free for one ysar.

t the end of December 2001, the cable division nad about 31,000

“paying” digital subscribers. Of these, 24,000 ars from tn2 new [deho
subscrivers and were not offerec one-year free digital service. Maost
of the banefiis from these naw sa

ning in 2002 and thereafier.

W sarvices are expecied {o show bagin-
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Al Jscember 31, 2001, the cadle division nad 752,700 basic subscrivars,
comparad to 735,400 at the end of Decsmuer 2000. The increass in basic
suoscrioars is largely due o a net gain in subscribars arising from cabiz
system excnangsas and sele trensections compiated in the first quarter
of 2001. At December 31, 2001, the cable division had 48,400
CanieONE.nat service subscriders, comoered {0 18,200 ai the end of
2800, with the increase dua to a large increase in the Company's casls
modem deployment (offered to 89 percant of nomas passad &t the end
of Decamber 2001) and take-up rates. Of thasa sudscrisers, 32,800 and
3,603 were cavle modem service subscrisers at the end of 2301 and
2000, respectivsly, with the remainder baing dial-up susscribers.

Education Division. Education revenue in 2001 increased 40 parcent to
$423.7 million, from $353.8 miliion in 2C00; exciuding Quast Education
{acquired in August 2000}, education division revenue increased 15 par-
cent to $342.3 million for 2001, compared to $285.¢ miliion for 2330,

Sueg to the amortization of goodwill and ine accounting for stock options
at Kaplan, which unlike most comparies includes a charge relatec
o cptions helc by management, Kaplen raporied a foss of $28.3 mil-
lion in 2001, compared wiih a loss of $41.8 miiiion in 2000. Exciucing
thesa charges, Keplan's operating earnings were $12.7 million in 2007,
compared to a loss of $25.8 million in 2000. A summary of operating
rasuils for 2301 compared to 2000 is as fcliows:

(in inousands) 2001 2000 % Change
Revenue
Tes! prep anc orofessional
treining.......... $ 271,931 $ 244,188 1%
Jest post-seconcary
eoucation................. 151,400 55,308 166%
.ew business development
acivitles ... 70,350 52,724 33%
$ 483,68 $ 353,821 40%
Operating income (loss)
Test pren and professional
treining $ 35,391 $ 30,315 20%

Qusst post-sacondary

ecucation................. 19,858 8,359 138%
New pusiness cevelopment

activities .................. (24,135} (55,313) 58%
Kaplan corporaie overnead..  (1€,435) (9,123) ({113%)
Steck-basad incentive

compansation ............ (25,302) (6,000) (322%)
CGoodwiil andg other intangible

amortization.............. (15,712) (10,084) (55%}

$ 128,337) $ (41,845)  32%

The improvement in test prep and professional training resuiis for 2604
is dug mostly to higner enroilments and, to a iesser extant, highar rates
at Xepian's treditional test orep businass (particularly the GVAT and the
LSAT prep courses) and higher revenues and profits from Kanlan's CFA
and real estate exam preparation services. Quest's resulis increasaed as
2001 inciudes a full year versus five monins of activity in 2000.
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New business development activities represent the results of Score!
and The Kaplan Celleges (various distance-learning businasses). The
improvement in new business development revenue is primarily atirib-
utable to Scorei, with both increased enroliment from new learning
centers opened (147 centers at the end of 2001, versus 142 centers
at the end of 2000) and raie increases implemented early in 2001. in
early 2002, Kaplan put all of its posi-secondary schools (Quest and
The Kaplan Colleges) under a single higher education division.

Corporaie overnead represents unallocated expenses of Kaplan, Inc.s
corporaie office, including expenses associated with the design and
development of educational sofiware that, if successiully completed,
will benefit all of Kaplan's business units. The increase in this expense
category in 2001 is principally due {0 increased spending for these
develooment initiatives.

Kaplan records accrued charges for stock-based incentive compen-
sation arising from a stock option plan established for ceriain mem-
bers of Kaplan’s management (the general provisions of whnich are
discussed in Note G to the Consolidated Financia! Siatements). Under
the stock-based incentive plan, the amount of compensation axvense
varies directly witn the estimaied fair value of Kaplan's common stock
ana the number of options ouistanding. The increase in stock-based
incentive compensation for 2001 is due to an increase in Kaplan's

estimated value.

Equity in Losses of Affiliates. The Company's equity in losses of affiliates
for 2001 was $68.7 million, compared to losses of $38.5 million for 2000.
The Company’s affiliate investments consist of a 38.7 percent common
equity interest in BrassRing LLC, a 50 percent interest in the International
Herald Tribune, and a 49 percent inierest in Bowater Mersey Paper
Company Limited.

BrassRing accounted for approximately $75.1 million of the 2001
equity in losses of afiiliates, compared to $37.0 million in 2000. The
increase in 2001 equity in affiliate losses from BrassRing is largely due
{o a onea-time non-cash geodwill and other intangibles impairmeant
charge that BrassRing recorded in 2001 primarily to reduce the car-
iying value of its career fair business. As a substantial portion of
BrassRing’s losses arose from goodwill and intangible amoriization
xpense for boin 2001 and 2000, the $75.1 million and $37.0 million
of equity in affiliate losses recorded by the Company in 2001 and 2000,
respectively, did not require significant funding by the Company.

in December 2001, BrassRing, Inc. was restructured, and the
Company’s interest in BrassRing, inc. was converted into an interest
in'the newly-formed 3BrassRing LLC. At December 30, 2001, ine
Company held a 39.7 percent interest in the BrassRing LLC common
equity and a $14.8 million Subordinaied Converiible Promissory Note
(“Note”} from BrassRing LLC. In February 2002, the Note was con-
veried into Preferred Units, which are convertible at the Company’s
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option to BrassRing LLC common equity. Assuming the conversion
of the Preferred Units, the Company’s common equity interest in
BrassRing LLC would be approximately 49.5 percent.

Non-operating ftems. The Company recorded other non-operating
income of $283.7 miliion in 2001, compared to $18.8 million in non-
operaiing expense for 2000. The 2001 non-operating income mostly
comprises gains arising from ihe sale and exchange of ceriain cabls
systems completed in January and March of 2001, Offseiting these
gains were losses from the write-downs of a non-operating parcel
of land and certain invesiments to their estimated fair value. For
income iax purposes, substaniial componenis of the cable sysiem
sale and exchange transactions qualify as like-kind exchanges, and
therefore, a large poriion of these transactions does not resuli in @
current tax liability.

The Company incurred net interest expense of $47.5 million in 2001,
compared to $53.8 million in 2000. At Decemper 30, 2001, the
Corﬁpany had $933.1 miltion in borrowings outstancing at an aver-
age interest rate of 3.5 percent.

Income Taxes. The effective rate was 40.7 parcent for 2001, com-
pared tc 40.6 parcent for 2000. Excluding the effect of ihe cable gain
transactions, the Company’s effective tax rate approximated 50.2
percent for 2001, with the increase in rate due mostiy o the deciine
in pre-tax income.

RESULTS OF OPERATIONS — 2000 COMPARED TO 19¢8

Net income for 2000 was $135.5 million, compared with net income of
$225.8 mitlion for 1999. Diluted earnings per share totaled $14.32 in
2000, compared with $22.30 in 1229, with fewer average shares out-
standing in 2000. The decline in 2000 net income and diluted earnings
per snare was primarily caused by increased costs associated with the
development of new businesses (imoact of $28.2 million, or $3.47 per
diluted share), a charge arising from an early relirement program at The
Weashington Post newspaper (impact of $16.5 million, or $1.74 per
diluted share), highar interest expense (impact of $16.5 miliion, or $1.85
per diluted share), and a reduced pension credit (impact of $11.7 mil-
lion, or $0.92 per diluted share). in addiiion, 1292 net income included
gains from the sale of marketable equity securities, wnich dic not recur
in 2000 {impact of $18.5 million, or $1.81 par share). These factors were
ofiset in part by improved operating resulis at The Wasnington Post
newsoaper and the television broadcasting division.

Revenue for 2000 totaled $2,412.2 million, an increase of 9 nercent
from $2,215.5 million in 188S. Advertising revenue increased 5 per-
centin 2000, and circulation ana subscriber revenue increasec 4 per-
cent. Education revenue increased 47 percent in 2000, and other
revenue decreased 6 percent. Increasas in advertising revenue ai the
nawspaper and television broadcasting divisions accountad for most
of the increasz in advertising revenue. The increase in circulation and
subscriber revenue is primarily due 10 a 8 percent increase in sub-




scriner revenue ai ine cable division. Revenue growth at Kaalan, nc.
{about two-thirds of which was from acquisitions) accounted for the
increase in education revenue. The decrease in other revenue is pri-
marily due to the cisposition of Legi-Siate in June of 188€.

Operating costs anc exnenses for the year increased 13 parcent {o
$2,072.3 million, from $1,827.1 miiion in 1988. The cost and exdense
increase is primarily aitributabie to the charge arising from the early
retirement program at Tne Post, companies acguired in 2000 ard
1868, greater spending for new business development &t Kepian, inc.
and washingtonaost.com, nigner depreciation and amortizalion
expense, and & reducsd pension credit.

Operating income dacreased i3 percant to $339.¢ miiion in 2033,
from $388.5 million in 1988.

The Company's 2000 operating income includes $35.3 million of net
pension credits, compared to $84.4 million in 1998. These amounis

exclude $28.0 milion and $2.7 million in charges reiated ‘o early
retirement programs in 2000 and 1989, respaciively.

Division Results

Newspaper Publishing Division. Newsnaper division revenue in 2000
increased 5 percent to $918.2 mitiion, from $875.1 millien in <888,
Adverlising revenue atthe newspaper division rose 5 percent over the
previous yeer; circulation revenua remainad essentially uncnangad.

Total print advertising revenue grew 4 parcant in 2080 at The
Washington Post newspaper, principaily as a resu:t of highe
tising rates. At The Post, higher acvartising ralss, offset in part by
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advertising voiume deciines, generated a 4 percent and 2 percent
increase in full run retel! and classified prin? acdvertisin
respectively, Other print acvertising revenue (inciuding
prepiint) at The Post increesad 5 percent cug main'y &

general advertising voiume and higner rates.

Newspaoer division operating margin in 2000 decreasec (o 12 parcent,
from 18 percant in 188€. Exciucing the $27.5 million pre-iex charge
for the early retirement program completed at The Washingien Post,
the 2300 newspeper division operaiing margin totaled {5 percent. The
deciine in operating margin resuited mostly from increased spencing
on markaiing and seles iniliatives at washingionpest.com, an 8 ner-
centincrease in newsprint expenss, and a reduced
set in part oy higher adveriising revenues.

nension creci, off-

v

Daily circulation remained unchangac at The Washington Pest; Sunday
circu'ation deciined 1 percent.

‘

Revenue generated by the Comnany’s online publishing activities, pri-
marily washingtonnosi.com, tolaied $27.1 miilion for 2003, versus
$15.6 miliion for 1989.
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Television Broadcasting Division. Revenue at the proadcast civision
increased 7 percant to $354.8 million, from $347.8 miiion in 1689. Palitica!
and Olympics advertising in the third and fourth quarters cf 2000 totals

anoroximately $42 million, accounting for the increase ‘n 2000 revenua.

Competitive marlket position remained sirong for the Company’s
television stations. WUXT in Jacksonville, KSAT in San Antonio, and
WOV in Detroit were all renked number one in the latest ratings pericd,
sign-on to sign-off, in their resnective markets; WiRPLG was tied for first
among englisn-tanguage stations in the Miami market; and KPRC in
Houston and WKNMC in Orlando ranked third in their respective mar-
<ats, sut continued to make good prograss in imoroving market share.

Cperaiing margin at the proadcast division was 49 peicent for Bot
2333 and 1999. Excluding amortization of goodwill and intengibies,
oparating margin was 53 percent for 2000 anc 1988.

Magazine Publishing Division. Miagazine division revenus was $416.4
million for 2000, up 4 parcent over 1899 revenue o $401.1 million.
Overating income for the magazine division totaled $48.1 million for
2030, a decrease 0F 21 percent from operaiing income of $62.1 mil-
fion in 1929. The 21 percent decrease in operaiing income occurred
primarily ai Newswaek, witere reduced pansion crediis and higher suid-

cription acquisiiion cosis at the domestic ecition ouipaced revenue
and operaing income improvemants at the iniernational edition.

Operating margin at the magazing pudlishing division cecreasec io 12
aercant for 2000, compared to 15 percent in 18€8.

Cable Television Division. Revenus 2t the cable division rose 7 percent

- fo $358.2 million in 2000, compared to $335.3 miliion in 18€€. Basic,

{ier, and advertising revenue categories each snowad improvament cver
1888, The increass in subscriner revenue s atiriduted's o higher rates.
The number of basic suodscriters at the end of 2000 tctaied 735,400, 2
1 parcent decline from 739,850 basic sudsciiders at the end of 1689,

—

o

Caole operating casn flow (onerating income excluding depreciation
ang amortization expense) increasad 2 parcent to $143.7 miltion, from
$143.2 million in 1999; operating cash fiow margins totaled 40 percent
and 42 percent, for 2000 and 1989, respactivaly.

Cpaerating income 2t the cable division for 2000 and 1989 icialed $65.0
mition and $57.1 million, respectively. The decline in operating income
is nrimarily atiribuiabie to an increase in programming exoense, adci-
tional costs associated with the launch of naw sarvices, and higher
ceoreciation expense, ofiset in part by nigner revenue.

-

e increase in depreciation expense is due to canital spending for con-
tinting sysiem reduilds and upgrades, which will enable the cable civi-
sion to offer new digital and high-sneed cable mocem servicaes to iis

bscriders. Tne cable division began ks rollout pian for thess sarvices
inthe second and thirc quariers of 20C0. The rollow: planfor the new cig-
‘as cable services incluces an cffer o provide services free for one year.
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Education Division. Excluding the operating resulis of the career fair
and HireSystems businesses from 1899 (these businesses were
contributed to BrassRing at the end of the third guarter of 1299),
2000 education division operating results compared with 1899 are
as follows:

{in thousands) 2000 19¢9 % Change
Revenue
Test prep and professional
training................... $ 244,189 $ 209,964 16%
Quest post-secondary
education................. 56,908 — n/a
New business development
activities . ................. 52,724 30,175 75%
$ 353,821 $ 240,139 47%
Operating income {loss)
Test prep and professional
training................... $ 30,315 $ 25,733 18%
Quest post-secondary
education................. 8,359 — n/a
New business development
activiies .................. (55,313) (20,128) (175%)
Kaplan corporate overhead. . (9,123) (7,153) (28%)
Stock-based incentive
compensation ........ ... (8,000) (7,250) 17%
Goodwill and ofhar intangible
amortization .............. (10,084) (6,881) (47%)
$ (41,846) $ (15,659) (167%)

Abproximately 50 percent of the 2000 increase in test oreparation and
professional training revenue is atiributable o acquisitions; the remain-
ing increase is due to higher enroliments and tuition increases. Post-
secondary education represents the resulis of Quest Education from
the date of its acquisition in August 2000. New business development
activities represent the results of Score!, eScora.com, and The Kaplan
Colleges. The increase in new business development revenue is atirib-
utable mostly to new learning ceniers opened by Score!, which oper-
ated 142 centers at the end of 2000, versus 100 centers at the end of
1999. The increase in new business development losses is attributable
to start-up period spending at eScore.com and kaplancollege.com (part
of The Kaplan Colleges) and to losses associated with the early oper-
ating periods of new Score! centers.

Corporaie overhead representis unailocated expenses of Kaplan, Inc.s
corporate office.
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Stock-based incentive compansation represents expense arising from
a stock option plan established for certain members of Kaplan’s man-
agement (ihe general provisions of which are discussed in Noie G to
the Consolidated Financial Statemants). Under this plan, the amount
of stock-based incentive compensation expense varies directly with
the estimated fair value of Kaplan's common stock.

Inciuding the operating results of the career fair and HireSystems busi-
nesses for the first nine months of 1299 (these businesses were con-
tributed to BrassRing at the end of the third quarter of 1998), education
division revenue increased 37 percent to $353.8 million for 2000, com-
pared to $257.5 million for 1999. Operating losses increased 10 per-
cent in 2000 to $41.8 million, from $38.0 million in 1889.

Other Businesses and Corporate Office. For 2000, other businesses and
corporate office includes the expenses of ine Company’s corporaie
office. For 1989, other businesses and corporate office includes the
expenses associated with the corporate office and the operating results
of Legi-Slate through June 30, 1999, the Cate of its sale.

Operating losses for 2000 totaled $25.2 million, representing a 7 per-
cent improvement over 1899. The reduction in 2000 losses is prima-
rily attrioutable to the absence of losses generated by Legi-Slate and
reduced spending at the Company’s corporate office.

Equity in Losses of Affiliates. The Company’s equity in losses of affiliates
for 2000 was $36.5 million, compaied to losses of $8.8 million for 1899.
The Company’s affiliaie investments consisied of a 42 percent effeciive
interest in BrassRing, Inc. {formed in late September 1898), a 50 per-
cent interest in the International Herald Tribune, and a 49 percent inter-
est in Bowater Mersey Paper Company Limited. The decline in 2000
affiliate results is aftributable to BrassRing, Inc., which was in the inte-
gration and marketing phase of its operations.

BrassRing accounted for approximately $37.0 million of the
Company’s 2000 equity in affiliate losses. A substantial portion of
BrassRing’s losses arises from goodwill and intangible amortization
expense. Accordingly, the $37.0 million of equity in affiliate losses
recorded by the Company in 2000 did not require significant funding
oy the Company.

Neon-cperating ltems. In 2000, the Company incurred net interest expense
of $53.8 million, compared to $25.7 million of net inierest expense in
1888. The 2000 increase in net interest expense is attributable to bor-
rowings executed by the Company during 1998 and 2000 to fund cap-
ital improvements, acouisition activities, and share repurchases.

The Company recorded other non-operating expense of $12.8 mitlion
in 2000, compared to $21.4 million in non-operating income for 1699,
The 1989 non-operating income mostly comorised non-recurring gains
arising from the sale of marketable securities (mostly various Internet-
related securities). The 2000 non-operating expense resulied mostly
from the write-downs of certain of the Company’s e-commerce focused
cost method investments.
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Capital Expenditures. During 2001, the Company’s caviiai exsen-
aitures toteled $224.2 million, more than helf of which related ‘o
ine Comnany’s roliout of digiiai and cabie modem sarvices. The
Comcmys capita! expendiures for 2007, 2000, and 1898 are

ating divisicn in Note - to the Conrsoiideied

The Cempany estimetes thet in 2002 its capile! expenditurss witl
c¢ecrease {o anproximaiely $130 miiiion, as the Company’s rohiout
i*al and cable modem service was nearing compielion by the

Investments in Markelable Equity Securities. At Secember 30, 2001, ths
“alr value of the Company's invasiments in markeiable equity sscuri-
“;Zes was $235.4 milion, which includes $218.0 million in Berkshire
nethaweay inc. Class A and B common stock and $16.4 milion of var-
isus common stocks of publicly traded companies wih e-commarce
business concanirations.

[{

At Dscember 30, 2001, ihe gross unrealized geln related o the
Company’s Berkshire Hathaway Inc. stock invesiment iofalec $34.°
miliion; the gross unreaiized gain on this invesiment was $25.3 mi

on
&t December 37, 2030. The Company presently iniends to neld the
arigshire Hathaway stock long term.

Cost Method Investments. At Decemoar 30, 2001 and Jecemier 31,
2330, the Comaany held minority invesiments in varicus non-puilic

companies. The comoanies represanied by these invasimen’s have
products or services that in most cases have poteniial strategic rele-
vanece fo the Compenry’s operating unils. The Company records iis
investment in these companies at the lower of cost or estimated fair
value. Suring 2001 and 2000, the Company invesied §11.7 million end
542.5 million, resoectively, in various cosi metnod investees. At
Cecember 33, 2001 and December 31, 2000, the carrying value of the
Cermpany’s cost method invesiments toteled $28.6 million and $48.5
miiion, resoeciively.

Common Stock Repurchases and Dividend Rate, During 2037, 2033, ang
1983, nhe Comvany repurchased 714, 2C0, and 744,095 shares,
raspactivaly, of its Class B ccmmon siock at a cosi of $C.4 million, u.’z
million, and $425.2 million. The annueal dividenc rate for 2002 was
autnorized to remain at $5.80 par snars, consisient wiin 2387, as cem-
perad o $5.40 per share in 2000, and $5.20 per share in 1898,

Ligquidity. At December 30, 2001, the Comnany had $31.5 million in
cash and cash equivalenis.

t Secembar 30, 2001, the Company had $533.8 mition in comms
cial naner borrowings outstancing at an average interest rate of 2.0
percent with various maturities throughout tne first and second cuar-
ters of 2002. in addition, ina Compeny had outstanding $388.< milion
¢! 5.5 percent, 1C-year unsecurad noies cus February 2008, These
noies recuire semi-annual interest Daymenis of $1 1.0 mition seyatie
on February 15 and August 15. The Company also hag $1.0 million
in other cedi.
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The Company’s five-year $500 million revolving credit facility, which
expires in March 2003, and one-year $250 miilion revolving credit
facility, which expires in September 2002, support the issuance of
the Company’s short-term commercial paper and provide for general
corporate purposes. The Company intends to extend or replace the
revolving credit facility agreements prior to their expiration.

At December 30, 2001, the Company has classified $483.9 million of its
commerciel paper borrowings as “Long-Term Debt” in its Consolidated
Balance Sheets as the Company nas the avilitly and intent to finance
such borrowings on a long-term basis under its credit agreements.

During 2C01, the Company’s borrowings, net of repayments,
increased by $2.8 million. The net increase is principally atiribuiable
to significant capital expenditures in 2001, mostly offset by cash
generated by oparations.

The Company expects to fund iis estimated capital nesds primarily
through internally generated funds and, 1o a lessar extent, commer-
cial paper horrowings. In management’s opinion, tne Company will
have amble liquidity to meet its various cash needs in 2002.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

The preparation of financial statemenis in conformity with generally
accepied accouniing princinles recuires management o make esti-
mates and assumptions that affect the amounts reported in the finan-
cial statements. in preparing ihese financial statements, management
has made their best estimates anc judgments of ceriain amounts
incluced in the financial statements. Actual results will inevitably dif-
fer to some exient from these estimates.

The following are accounting policies that management believes are
the most important to the Compeny’s portrayal of the Company’s
financial condition and resulis and require management's moest ciffi-
cult, subjective, or complex judgments.

Revenue Recognition and Trade Accounts Receivable, Less Estimated
Returns, Doubfful Accounts, and Allowances. Revenue from media
advertising is recognized, net of agency commissions, when tne
underlying acveriisement is published or broadcast. Revanues from
newspaper and magazine subscrintions are recognized upon deliv-
ery. Revenues from nawspaper retail salzs are recognized upon daliv-
ary, and revenues from magazine retail sales are recognized on ine
later of delivery or the cover date, with adeguate provision made for
anticinated sales returns. The Company bases iis estimates for saies
returns on historical experience and has not experienced significant
fluctuations between estimaied and actual return activity. Cable sun-
scriner revenue is recognized monthly as services are defivered.
Education revenue is recognized ratabiy over the deriod during which
educational services are delivered. As Kaplan's businesses and
related course offerings have expanded, including distance-learning
businesses, the complexity and significance of management esti-
mates have increasad.
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Accounts receivaile have been reduced by an allowancs for amounis
tnat may be uncoliectible in the fuiure. This estimated allowance is
based primarily on the aging category, historical {rends, and man-
agement's evaluation of the financia! conditon of *he customer.
Accounts receivaile have also been reduced by an estimate of acver-
tising rate acjustments and discounts, based on estimates of acver-
tising volumes for contract customers that are eligible for adveriising
rate adjusiments and discounts.

Pension Ceosts. Excluging expenses relaied (o early retirement pro-
grams, the company’s nat pension cradit was $75.9 million, $65.3 mil-
lion, and $84.4 million for 2001, 2000, and 18S¢, respaciively. The
Company'’s pension benefit costs are aciuarially cetermined and are
impacted significantly by the Company's assumptions relaisd to fuiure
events, including the discount rate, expactad relurn on Dlan essais,
and rate of compensation increases. At Becembper 30, 2001, ine
Company modified certain assumptions surrouncing the Coempeny’s
nension plans. Specifically, the Company reduced its assumpiicns on
discount raie from 7.5 percent to 7.0 parcent end expecied refurn on
plan assets from 9.0 percent to 7.5 percent. These assumption
changes are incorporated into the computation of the toial benell cbii-
gation at December 30, 2001, and the combined effeci on the 2332
pension cregi: amount is an estimated reduciion of $20 miliion (¢ $25
million. However, due to higher than expectad investment returns in
2001, the pension credit for 2002 is expected o bs down by $10 mii-
fion to $15 million compared to 2001. For each cna-half percent
increase or decrease o the Company’s assumed discouni rate cr
expecied relurn on plan asseis, the nension crecil increases or
decreases by aporoximately $5 million. Noie H to the Consolidaisd
Financial Statements provides additionai details surrcuncing pension
costs and related assumptions.

Cost Method Investments. The Company uses ire cosi meinod of
accounting for its minority investments in non-public compganies wnars
it does not have significant influence over the operations and manr-
agement of the investez. Most of the companias redreseniad by thesa
cost meinod investments have concentrations in Inlernet-reiaied busi-
ness activities. investments are recorded at the lower of cost ¢r fair
value as estimated by management. Fair value estimates are nased
on a review of the investees’' product cevelopment activities, hisiori-
ca: financia! resulls, and projecied discouniad cash flows. Thess est!

mates are highly judgmental, given the inherent lack of marketabilit
of invesiments in private companies. The Company nas racoraec
write-down charges on cost method invesimenis of $32.4 millicn,
$23.1 miilion, and $13.6 million in 2001, 2000, anc {99¢, resnactiveiy.
Noie C o the Consclidaiad Financial Staiements provides additiona!
detalls suirounding cost method invesimen:s.




Kaplan Stock Option Plan. The Company maintains a sicck option plan
at iis Kaplan subsiciary thai orovides for ihe issuance of stock options
representing 0.8 percant of Kaplan, inc. common siceg 1o certain
members of Kaplan's management. Lnder the provisions of this plan,
options are issued wiih an exercise price squal o the estimaled falr
value of Kanlan's common stock. Options vest ratadly over five years
from issuance, and upon exercise, an option noider has the rignt to
require the Company o repurchase the Kaplan stock at ‘e stock’s
then fair value. The fair vaiue of Kaplan's common stock [s determined
by ihe compensation commities of ine Company’s Board of Direciors,
wiih input from management and an independent oulside vaiualion
firm. The compensation commitiee has historicaily modified the fair
value of Kaplan stock on an annual basis, and managemant exgec’s
this practice o continua. At Decaember 30, 2001, options representing
10.0 percent of Kaplan's common stock ware issued and ouisianding.
For 2001, 2000, and 1989, the Company recorced expense of
$25,302,000, $5,000,030, and $7,250,0C3, respectively, related te this
plan. In 2001, payouis froim option exercises totalec $2.1 miilion. At
December 30, 2001, the Company's Kaplan siock-based compansa-
tion accrual balance fotaled $41,400,00C. Managemen! expecis
Kaplan's profits and related fair value to increase significanlly again
in 2002, with a corresponding increase in the siock-dbased compen-
sation expense for 2002 s comparad to 2001,

Other. The Company doas not nave any off-baiance sheet arrange-
menis or financing activities with spacial-purposs enttiss (SPcs).
Transactions with related parties, as ciscussed in Note C fo the
Consolidated Financiel Staiements, are in {ne crainary course of
business and are conducted on an arms-length basis.
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OTHER

New Accounting Proncuncements. In July 2001, the Financial Accounting
Standards Board issued Statement of Financiai Accounting Standards
(SFAS) No. 142, “Goodwill and Cther Intangible Assets” SFAS No. 142
supersades APB 17 and provides, among othar provisions, that (1)
goodwill and indafinite lived intangibla asseis will no longer be amor-
$zed, {2) goodwill will ba tesied for impairmant at least annualiy at ine
raporting unit level, (3) intangible asseis deemed to have an indefinite
lifa will ba tested for impairment at least annually, and (4) the amorti-
zation period of intangible assets with finite fives will no longer be lim-
ited to 40 years. The Company adopted SFAS No. 142 effective in fiscal
2002 and estimates that the application of its requirements will result
i1 {ne csssation of most of the periodic charges dresently being
racorded from the amortization of goodwill and other intangible assets.

Forward-looking Statements. This annual repori contains certain forwara-
iooking statemants that are based largeiy on the Company’s current
expactations. Forward-looking statemanis are subject o cariain risks
and uncertaintias that could cause actual resuits and achievamants o
ditter materially from those expressed in the forward-leoiking siatements.
Tor more information about these forward-looking staiements and
rolated risks, please refer to the section titled “Forward-looking
Statements” in Pari 1 of ihe Company's Annual Report on Form 10-K.

THE WASHINGTON POST COMPANY




THE WASHINGTON POST COMPANY

CONSOLIDATED STATEMENTS OF INCOME

Fiscal year ended

December 30,

(in thousands, except per share amounts) 2001

December 31,
2000

January 2,
2000

Operating Revenues

AAVEISING .. $ 1,208,327 $ 1,395,583 $ 1,330,560
Circulation and sSUDSCIHDET ... . oo 658,620 601,258 579,693
Educalion . ... 493,271 352,753 240,075
1 (1T 55,455 81,558 65,243
2,416,673 2,412,150 2,215,571
Operating Costs and Expenses
OPEratiNg . 1,392,750 1,308,063 1,189,734
Selling, general, and administrative. ... 588,758 583,623 474,586
Depreciation of property, plant, and equipment. .......................... 138,300 117,948 104,235
Amortization of goodwill and other intangibles............................ 78,933 62,634 58,563
2,195,741 2,072,268 1,827,118
Income from OPETatioONS .. .. .. ... .. ittt 219,932 339,882 388,453
Equity inlosses of affiliates ..................c... o (58,659) (35,465) (8,814)
InterestinCome. ... .. . 2,167 967 1,097
INterest @XPENSE ... o (49,540) (54,731) (26,786)
Other income (expense), Net. ... ... .o 283,739 (19,782) 21,435
Income Before INComMe Taxes ... ... ... ... i 387,539 229,870 375,385
Provision for INComME TaXeS .. . ... .. . i 157,900 93,400 148,600
NBLINCOMIE ... et e 229,639 136,470 225,785
Redeemable Preferred Steck Dividends. .. ........ ..., (1,052) (1,026) (850)
Net Income Avaitable for Common SRares ... ... .. ...t $ 228,587 $ 135,444 $ 224,835
Basic Ezarnings par Common Share. ... i $ 24.10 $ 14.34 $ 22.35
Diluted Earnings per COMMON SNArS . . ... ... ...oiitii i $ 24.05 $ 14.32 $ 22.30
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
Fiscal year ended
December 30, December 31, January 2,
(in thousands) 2001 2000 2000
Nt IO . . $ 229,639 $ 135,470 $ 225,785
Other Comprehensive income (Loss)
Foreign currency translation adjustments.....................o.o (3,104) (1,685) (3,289)
Change in net unrealized gain on available-for-sale securities ........... 14,528 13,627 (48,176)
Less reclassification adjustment for
realized tosses (gains) included innetincome......................... 3,238 (197) (11,995)
14,662 11,645 (63,480)
Income tax (expense) benefit related to other
comprehensive income (10SS) ..o (6,987) (5,087) 23,480
7,675 6,548 (40,000)
ComprehensiVe INCOM@ . .. ... .. . .. e $ 237,314 $ 143,018 $ 185,785

The information on pages 42 through 54 is an integral part of the financial statements.
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CONSOLIDATED BALANCE SHEETS

Jecember 30, Decempar 31, z
(in thousands) 2001 2000 §_
8
Assets g
o
Current Assets 3 )
Casn ant Casn GUUIVEENIS . ... . $ 31,480 $ 20,345 §
Investments in Mmarkelanie eGuily SeCUMHES ... ... 18,355 0,848 z
ACCOUMS FEOBIVEDIZ, MBL. ... ..\ e e 279,328 308,016 :
Faceral and Slale N0 1aXES .. 10,253 12,373 E
a1 T (ot £ T 19,042 5,178
O T UM BN 8888 .. o ottt e e 43,388 435,210
385,857 £35,057
Property, Plant, and Equipment
B S . o 287,658 253,341
MECNIRETY, BGUITIE, &n8 XIUIES. o 1,422,228 1,217,282
a0 D OV I S . o it e 792,108 73,7C3
1,768,884 1,551,288
Less atoumulalat daDret el {794,585} (735,787}
$74,328 814,578
0= T 34,733 38,030
LO0e i oo T B el o e oo { ot T R 89,08C 74,543
4,098,271 927,051
investments in Marketable Equity Securitles. .. ... ... .. . 219,039 213,78¢
InvestnemtS I AT TGOS . ... 80,933 131,629
Goodwiil and Other intangibles, less accumuiaied
ameriization 0f 8443,282 and S404, 5 3. 1,205,747 1,007,720
Prepail Pension COSt. ... o e 447,688 374,084
Deferred Charges and Other ASSelS . . ... ... .. . 140,820 744,993
$355e0e8 _ $3200743

The information on pages 42 through 54 is an integral part of the financiai statemants.
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December 30, December 31,
(in thousands, except share amounts) 2001 2000

Liabilities and Shareholders’ Equity

Current Liabilities

THE WASHINGTON POST COMPANY

Accounts payable and accrued ligbilities ............ .. $ 298,535 $ 273,076
Dafarred sSUDSCIiDUON FOVENUE . .. ... e 85,525 85,721
SOt BOTTOWINIOS ... o et 50,000 50,000
434,080 408,757

Posiretirement Beneilie OUer TRam Pemsiome ..o vttt e e e e 130,824 128,754
i O ) = PN 192,540 178,028
[0 Tl e N 3 221,949 117,731
oM G-Il D .. . i it e e e e 883,078 873,267
1,862,481 1,706,588

Commitments and Contingencies

Redeemable Preferred Stock, Series A, $1 par value, with a redemption and liguidation value of
$1,000 per share; 23,000 shares auihorized; 13,132 and 13,148 shares issued and ouistanding ...... 13,132 13,148
Praferred Steck, $1 par value; 877,000 shares authorized, noneissued. ... — —

Commen Shareholders’ Equity
Comimon siock
Class A common stock, $1 par value; 7,000,000 shares

authorized; 1,722,250 and 1,739,250 shares issued and outstanding ....................ooooos 1,722 1,739
Class B common siock, $1 par value; 40,000,000 shares authoiized; 18,277,750
and 18,260,750 shares issued; 7,772,618 and 7,721,225 shares ouistancing . ................. 18,278 18,281
Canital in eXCess Of Par ValUe. .. .. .. 142,814 128,159
Retained CainiNgS .. o 3,029,595 2,854,122
Accumulated other comprenensive income (loss), net of taxes
Cumulative foreign currency translation adiustment ... (3,578) (6,574)
Unrealizec gain on availadle-for-sale seCurities. . ... i i 24,281 13,502
Cost of 10,505,134 and 10,539,525 shares of Class B common stock held in treasury .............. (1,523,527) (1,528,202)
1,683,485 1,481,007
$ 3,559,098 $ 3,200,743

The information on pages 42 through 54 is an integral part of the financial statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS

Fiscal year ended z
December 30, December 31, January 2, X
(in thousands) 2001 2000 2000 g
Cash FFlows from Operating Activities: £
NG INGOME . . $ 229,639 $ 135,470 $ 225785 Z
Adjusiments to reconcile net income to net é
cash provided by operating activities: z
Depreciation of property, plent, and equipment..................... .. 138,300 117,948 104,235 3
Amortizaiion of goodwill and other intangibles......................... 78,933 52,634 58,563 -
Nel PENSION DENBHL. . ... ottt e (76,945) (65,312) (84,4716) "
Early retirement pregram @XDeNSe .. ...t 3,344 29,049 2,733
Gain from sale or exchange of certain businesses..................... (321,081%) — —
L.oss (gain) on disposition of marieiable eguity
securities and cost method investments, net................... L 511 (11,588) (38,799)
Cost method investment and other write-downs ....................... 38,872 23,087 13,555
Equity in losses of affiliates, net of distrioutions........................ 68,652 37,408 8,744
Provision for deferred incometaxes.............ooooiic e 97,302 (7,743) 29,888
Change in assats and liabilities:
Deciease (increase) in accounts receivable, net.................... 28,803 (44,413) (28,194)
{Increase) decreasz ininventories..... ... (3,320) (1,2685) 5,254
increase (decrease) in accounts payaole and accrued liabilities . ... 24,758 22,192 (7,749)
Decrease (increase) in income taxes receivable .................. .. 1,591 35,227 (2,209)
Decreass in other assets and other liabilities, net.............. ... 38,294 23,141 3,314
L 70T O 3,452 10,701 (i,521)
Net cash provided by operating activites. ........................... 348,830 358,544 280,5¢3
Cash Flows from Investing Activities:
Investments in certain bUsSINgsses . ... {104,358) (212,274) (€0,455)
Ne: proceeds from sale of businesses.............................. 51,821 1,850 2,000
Purchases of property, plant, and equipment. ... (224,227) (172,383) (130,045)
Purchases of marketabie equity securities.....................ooo — — (23,332)
Purchases of cost method investments.......................o (11,675) (42,459) (33,549)
Investmenisin afiiliates ... (21,112) (12,430) -
Proceeds from sale of marketanle equity securities ...................... 145 8,332 54,805
(01 1] S 1,477 8,036 12,805
Nefi cash used in investing activities. ................................... (2¢7,827) (423,528) (207,871)
Cash Flows from Financing Activities:
Issuance of commercial paper, Net ... 10,072 35,071 34,087
ISSENC8 OT NOES ... ... — — 327,620
Dividends Daid ... ... .. (54,163) (52,024) (53,325)
COMMON SNATES rERUICNASET ... vttt (445) (95) (425,865)
Proceeas from exercise of stockoptions. ... 4,671 7,055 25,151
L 72T PR _ 9,843 o
Net cash used in financing activities ... {39,868) (150) (22,333)
Net Increase (Decreass) in Cash and Cash Equivalents ........................ 1,135 (55,134) 80,289
Cash and Cash Equivalents at BeginningofYear. ...............cooiieionin... 20,345 75,478 15,180
Cash and Cash Equivalents atEndofYear ...t $ 31,480 $ 20,345 $ 75,479
Supplemental Cash Flow Information:
Cash paid during the year for:
oM NS . o $ 52,500 $ 85,000 $ 125,000
Interest, net of amounis capitalized ... $ 48,000 $ 52,700 $ 16,000

The information on pages 42 through 54 is an integral part of the financial statements.
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CONSOLIDATED STATEMENTS OF CHANGES iN COMNON SHAREHOLDERS' EQUITY

{in thousands)

Class A
Common
Stock

Class B
Comman
Stocik

Capital in
Excess of
Par Value

Unrealized
Gain on
Avalilable-
for-Sale
Securities

Cumulative
Foreign
Currency
Translation
Adjustment

Treasury
Stock

Retained
Earnings

Balance, January 3,1998 .. ... ... ... ... ol
Netincome fortheyear ........................
Dividends paid on common stock—

$5.20pershare ...,
Dividends paid on redesmable prefeired stock ..
Repurchase of 744,005 shaies of

Class Bcommonstock......................
Issuance of 90,247 shares of Class B

common stock, net of restricted stock

award forfeitures ............................
Change in foreign currency translation

adjustment (netoftaxes) ....................
Change in unrealized gain on

available-for-sale securities (net of taxes). . ...
Issuance of subsidiary stock (net of taxes) .....
Tax benefits arising from employee stock plans. .

Bzlance, January 2,2000 .. ...l
Netincome fortheyear ........................
Dividends paid on common siock—

$5.40pershare .............................
Dividends paid on redeemable preferred stock. .
Repurchase of 200 shares of

Class Bcommonsiock......................
Issuance of 21,279 shares of Class B

common stock, nei of restricted stock

award forfeitures ...
Change in foreign currency transtation

adjustment (netoftaxes)....................
Change in unrealized gain on

available-for-sale securities (net of taxes) ...
Issuance of subsidiary stock (net of taxes).....
Tax benefits arising from employee stock plans.. .

Balance, December 31,2000.. ... ...l
Netincome forthevyear........................
Dividends paid on common stock—

$560pershare ................... ...
Dividends paid on redeemable preferred stock. .
Repurchase of 714 shares of

Class Bcommonstock......................
Issuance of 35,105 shares of Class B

common siock, net of restricted stock

award forfeitures .......................
Change in foreign currency translation

adjustment (netoftaxes). ...................
Change in unrealized gain on

available-for-sale securities (net of taxes) ...
Conversion of Class A common stock

to Class Bcommonstock ...................
Tax benefits arising from employee stock plans. .

Balance, December30,2001............. ........ ..

$18,281 $ 48,198

16,023

34,571
12,074

$ 2,597,217
225,785

$(1,600) $41,980 $(1,115,693)

(52,376)
(950)

(3,289)

(36,711)

1,739

18,261 108,857

4,433

13,332
1,527

2,769,676
136,470

(4,889) 5269  (1,531,133)

(50,998)
(1,026)

(1,685)

8,233

1,738

(17)

18,261 128,15¢

17
4,015

2,854,122
229,638

(8,574) 13,502 (1,528,202)

(53,114)
{1,052)

(445)

5,120
(3,104)

10,779

$1,722

$18,278 $ 142,814

$ 3,029,585 $(9,678) $24281 $(1,523,527)

The information on pages 42 through 54 is an integral part of the financial statements.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

TN SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Washingion Post Company (the “Company”) is a diversified
media organization wnose principai operations consist of newspa-
per publishing (primarily The Washingion Post newspaper), televi-
sion broadcasting (thiough the ownership and operation of six
network-affiliated television stations), the ownership and cperation
of cable television systems, and magazine publishing (primarily
Newsweek magazine). Through iis supsidiary Kapian, inc., the
Company provides educational services for individuals, schools, and
businesses. The Company also owns and operates a number of
media web sites for the orimary purpose of develeping the
Company’s newspaper and magazine publishing businesses on the
World Wide Wab.

Fiseal Year. The Company reporis on a 52-53 wezk fiscal year end-
ing on the Suncay nearest December 31. The fiscal years 2001,
2000, and 1999, which ended on December 30, 2001, Cecembear 31,
2000, and January 2, 2000, respeciively, included 52 weaks. With
the exception of the newspaper publishing operations, subsiciaries
of tha Company report on a calendar-year basis.

Principtes of Censolidation. Tha accompanying financiai statements
include the accounts of the Company and iis subsidiaries; significant
intercompany transactions nave been eliminatec.

Presentation. Certain amounts in previously issued financial state-
ments have been reclassified to conform to the 2001 oresentation.

Use of Estimates. The preparation of financial statemenis in con-
formity with generally accepied accounting principies reguires man-
agement to make estimates and assumptions that affect the amounts
reported in the financial statements. Actual results could ditfer from
those estimates.

Cash Equivalents. Short-term investments with original maturities of
90 days or less are considered cash equivalents.

invesiments in Marketable Equity Securities. The Company’s invesi-
ments in marketable equity securities are classified as available-for-
sale and therefore are recorded at fair vaiue in the Consolidated
Balarice Sheets, with the change in fair vaiue during the pericd
excluded from earnings and recorded net of tax as a separate com-
poneni of compirehensive income. Marketable equity securities that
the Company expects to hold long-term are classified as non-cu:-
rent assets.

Inveniories. inveniories are vaiued at the lower of cost or market. Cost
of newsprint is deierminad by the firsi-in, first-out method, and cost
of magazine paper is determined by the specific-cost metnod.
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Property, Plant, and Equipment. Property, plant, and equipmeni is
recorded at cost and includes interest capitalized in connection witn
major long-term consiruction projecis. Replacements and major
improvements are capitalized; mainienance and repairs are charged
to operations as incurread.

Sepreciation is calculated using the straignt-line method over the
estimated useful lives of the property, plant, and equipment: 3 to 20
yeers for machinery and equipment, and 20 to 50 years for buildings.
The costs of leasehold improvements are amortized over the lesser
of the useful lives or the terms of the respective leases.

Investments in Affillates. The Company uses the eguity method of
accounting for its investments in and earnings or losses of affiliates that
it does not control bui over which it does exert significant influence.

Cost Method Investments. The Company uses tie cost mesthod of
accounting for its minorily invesiments in non-pubiic companies
where it does not have significant influence over the operations and
management of the investee. invesiments are recorded at the lower
of cost or fair value as esiimated by management. Charges recorded
to write-down cost method investments to estimated fair value and
gross realized gains or losses upon the sale of cost method invest-
ments are included in “Other income (expense), net” in the
Consolidated Statemenis of Income.

Goodwiil and Other Intangibles. Goodwill and other iniangibles rep-
resent the unamortized excess of the cost of acquiring subsidiary
companies over the fair values of such compeanies’ net tangible
assets at the dates of acquisition. Goodwill and other intangibies
are being amoriized by use of the straight-line method over peri-
ods ranging from 15 to 40 years (with the majority being amortized
over 15 to 25 years). See New Accounting Pronouncements below
for additional discussion.

Long-lived Assets. The recoveradllily of long-lived assets, including
goocwill and other intanginles, is assessed wnenever acverse events
and cnanges in circumstances indicate tnat previously anticipated
unciscounted cash flows warrant assessment.

Program Rights. The broadcast subsidiaries are parties to agree-
ments that entitle them to show syndicated and other programs on
television. The costs of such program rignts are recorded when the
programs are available for broadcasting, and such costs are charged
to operations as the programming is aired.
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Revenue Recognition. Revenue from media advertising is recognized,
net of agency commissions, when the underlying advertisement is
published or broadcast. Revenues from newspaper and magazine
subscriptions are recognized upon delivery. Revenues from news-
paper retail sales are recognized upon delivery, and revenues from
magazine retail sales are recognized on the later of delivery or cover
date, with adequate provision made for anticipated sales returns.
Cable subscriber revenue is recognized monthly as services are
delivered. Education revenue is recognized ratably over the period
during which educational services are delivered.

The Company bases iis estimates for sales returns on historical
experience and has not experienced significant fluciuations between
estimated and actual return activity. Amounts received from cus-
tomers in advance of revenue recognition are deferred as liabilities.
Deferred revenue to be earned after one year is included in “Other
Liabilities” in the Consolidated Balance Sheets.

Postretirement Beneflts Other Than Pensions. The Company provides
healthcare and life insurance benefits for certain retired employees.
The expected cost of providing these postretirement benefits is
accrued over the years that employees render services.

Income Taxes. The provision for income taxes is determined using the
asset and liability approach. Under this approach, deferred income
taxes represent the expected future tax conseguences of temporary
differences between the carrying amounts and tax bases of assets
and liabilities.

Foreign Currency Translation. Gains and losses on foreign currency
transactions and the translation of the accounts of the Company’s
foreign operations where the U.S. dollar is the functional currency
are recognized currently in the Consolidated Statements of Income.
Gains and losses on translation of the accounts of the Company’s
foreign operations, where the local currency is the functional cur-
rency, and the Company’s equity investments in its foreign affiliates
are accumulated and reporied as a separate component of equity
and comprehensive income.

Stock-based Compensation. The Company accounts for stock-based
compensation using the intrinsic value method prescribed by
Accounting Principles Board Opinion No. 25, “Accounting for Stock
Issued to Employees.” Pro forma disclosures of net income and earn-
ings per share as if the fair value based method prescribed by
Statement of Financial Accounting Standards (SFAS) No. 123,
“Accounting for Stock-Based Compensation,” had been applied in
measuring compensation expense are provided in Note G.

Sale of Subssidiary/Affiliate Securities. The Company records invest-
ment basis gains arising from the sale of equity interests in sub-
sidiaries and affiliates that are in the early stages of building their
operations as additional paid-in capital, net of taxes.
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New Accouniing Proncuncements. In July 2001, the Financial
Accounting Standards Board issued Statement of Financial
Accounting Standards (SFAS) No. 142, “Goodwill and Other
Intangible Assets” SFAS No. 142 supersedes APB 17 and provides,
among other provisions, that (1) goodwill and indefinite lived intan-
gible assets will no longer be amortized, (2) goodwill will be tested
for impairment at least annually at the reporting unit level, (3) intan-
gible assets deemed to have an indefinite life will be tested for impair-
ment at least annually, and (4) the amortization period of intangible
assets with finite lives will no longer be limited to 40 years. The
Company adopted SFAS No. 142 effective in fiscal 2002 and esti-
mates that the application of its requirements will result in the ces-
sation of most of the periodic charges presently being recorded from
the amortization of goodwill and other intangible assets.

ACCOUNTS RECEIVABLE AND ACCOUNTS PAYABLE AND
ACCRUED LIABILITIES

Accounts receivable at December 30, 2001 and December 31, 2000
consist of the following:

(in thousands) 2001 2000
Trade accounts receivable, less estimated
returns, doubtful accounts, and

allowances of $73,248 and $65,198.... $261,898 $277,788
Other accounts receivable................. 17,430 28,228
$279,328 $ 306,016

Accounts payable and accrued liabilities at December 30, 2001 and
December 31, 2000 consist of the following:

(in thousands) 2001 2000
Accounts payable and accrued expenses .. $158,744  $ 163,197
Accrued compensation and related benefits 89,061 66,169
Deferred tuition revenue................... 45,219 36,414
Due to affiliates (newsprint) ............... 5,541 7,286
$298,565 $273,076

Investments In Marketable Equity Securities. Investments in marketable
equity securities at December 30, 2001 and December 31, 2000 con-
sist of the following:

(in thousands) 2001 2000

Totalcost ............ ... ... $195,661 $199,159
Net unrealized gains....................... 39,744 21,978
Total fair value $235,405 $221,137




Al 3ecembar 3C, 2801 and Secember 31, 2008, the Company's own-
e:‘shia of 2, 634 sheres of 3erkshire Hathaweay inc. ("3eriksnire”) Class

ommon stock and 9,845 shares of Berksnire Ciass B commaon siock
accouniad for $218,039,£09, or 83 percent, and $24C,789,00C, or 95
pereent, resoaciivaly, of the iofal fair vaiue of the Company’s invast-
ments in markateble sguity sscuriliss. Ths o
merelenie quiwsecumxes ai oecemoar 30, 2801 and 3zcemosr 31,
2000 corsisied of common stegk invesim
comparias, most of which have concanirations in internat dusiness
s. in most ceses, *he Company obizinad cwnership of thess
common stocks as a resuit of merger or ecquisition transactions in
which these companies mergad or ecquired varicus smal nisrst-

raleisd companies in which ine Company heid minor invasimanis.

"’1&1?""‘9’ investmeanis in

ents in varicus pukiicly fraced

Barishire is 2 noiding compeany owning sudsiciaries sngagsd n a

ies; ine most significan? of which
consist of arooer‘ty end cas\.«'aity insurance business conductsd on
oo & cirect and reinsurance sasis. Berkshire also owns a3nroxi-
metely 18 percant of the common siock of the Company. Tne chair-
man, chief executive officer, anc largest snarenoider of Barkshire,
M. Warren Bufielt, is a membar cf ine Company's Bo ard of Direciors.

Neither Berkshire nor My, Bulfel! particihaaled in the Company's eval-

212 DuUsiness activit

uation, aporovai, or execuiicn ¢ its decision io invest in 3erkshire
common siock. The Company's invastmant
sioci is less than | percent of the consolidaied egully of Ber
At December 30, 2001 and 2t December 31, 2008, the gross unre-

in Berkshire common

SoTR

cilzed gain relaled ¢ the Company’s Beriksnire siock investment
totaled $34,12%,000 and $25,277,000, respeciively. The Company
presenty intends to hoid the Berkshire common siock investment
iong term; thus the invesiment has been classified as a2 non-curren?
asset in the Consolidatec 3alence Shaets.

During 2001, 2000, and 1986 proceeds from sales of marketasble
equity securities were $745,063, $3,332,300, and $54,805,000,
respectively, anc gross realizec (losses) gains on such sales were
{$354,000), $4,22¢,0CC, and $38,799,000, resnectively. Gross
reclized gains o7 losses upon the sale of marketadie eguily sect-
{expense), ne*—;” in the
Consolidated Statemenis of ingcome. For purposes of computing
S 500 s galer-

7Yy

rities are included in “Ciher income

realized gains and iosses, (ne cost vasis of securile
mined oy soecific identificalion.

Investments in Atfiliates. The Comzany’s invesimanis 'n &
December 30, 2001 anc December 31, 2000 include the following:

{in thousands) 2001 2000
FESSAND $ 19,902 § 73,3iC
Bowetar Mersey Pepsr Comoany......... 45,822 40,227
Intarnetional Merald Tribune ... 14,480 17,587
Otner . 842 531
$ 80,938 §187,52¢

The Coempany's investments in affiliaiss consist of a2 38.7 percent
common eguity interest in BrassRing LLC, wnich provides recruii-
ing, career davelopmenti, and hiring management services for
smpioyers and job candidates; & 48 percent interest in the common
stock of Bowater Mersey Pavar Company Limitad, which owns and
operaies a newsprint mill in Nove Scotie; a 50 percent commen stock
imerest ir the international Herale Trioune Newsaaper, pubiisned
near Paris, France; and a 50 nercent common siock interest in ihe
Los Anceles Times-Washington Post News Service, inc.

g

Summarized fnancie! data for the affiiiates’ operations are es {oliows:
(in thousands) 2001 2000 1688
=inencia!l Posiiion:
Working cepital........... $ (8,787) $ 28,427 $ 89,155
Property, plan?, and
equipment ... ......... 128,682 143,748 133,425
Totalassels ... 246,321 432,458 3"5 694
Long-term dedi........... — —
Netegulty ...l 125,211 201,481 236,597
Resuils of Operations:
Operating revenues ...... $317,3890 § 345,213 § 267,788
Operatingloss............ {14,7S3) {27,505) {37,882)
Netless..............oo.e. {157,409) (77.739) {40,035)

the {oliowing table summarizes t1e status and resulls of the
Company’s investiments in affiliate

(in thousands) 2001 2000
Seginning investment ... $131,62¢ $140,658¢
issuance of stock by BrassRing, Inc. ... .. — 29,873
Additlonalinvestment ................ L 24,172 12,480
Zouity inlosses ... (68,659) (35,485)
Dlvidends and distributions receivad ... .. — {S40)
=oreign currency translation .............. (3,122) (1,685)
(4,492)

Otn ...................................... (24}
= $131,529
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On September 29, 1989, the Company marged iis carear fair and
HireSystems businesses together and renamed the combined oper-
ations BrassRing, inc. Cn the same date, BrassRing issued stock
representing a 48 parcent equity interest to iwo pariies under two
separaie transaciions for cash and businesses with an aggregate fair
value of $87,000,000. As a resuli of this transaciion, the Company’s
ownership of BrassRing was reduced to 54 percent, and the minor-
ity investors were granied certain participaiory rights. As such, the
Company de-consolidated BrassRing on September 28, 1629 and
recorded its investment under the equity method of accounting. The
1999 increase in the bvasis of the Company’s investment in
BrassRing resulting from tiis transaction of $34,571,0600, net of
taxes, was recorded as contricuied capital.

Curing 2000, BrassRing issued stock to various parties in connec-
tion with its acquisitions of various career fair and recruiting serv-
ices companies. The sflect of these transaciions reduced the

Company’s invesiment interest in BrassRing o 42 parcent, from 54

percent, at January 2, 2000, and increased the Company’s invest-
menti basis in BrassRing by $13,332,000, net of taxes. The increase
in investment basis was recorded as contribuied capital.

BrassRing accounted for aporoximately $75.1 million of the 2001
equity in losses of affiliates compared to $37.0 mitlion in 2000. The
increase in 2001 eqguity in affiliate losses from BrassRing is largely
due to a one-time non-cash goodwil! and other intangibles impair-
ment charge that BrassRing recorded in 2001 primarily to reduce the
carrying value of its career fair business. As a substantial portion of
BrassRing’s losses arose from goodwill and intangible amoriization
expense for both 2001 and 2000, the $75.1 million and $37.0 million
of aquity in affiliate losses recordad by the Compeany in 2001 and
2000 did not require significant funding by the Company.

in December 2001, BrassRing, inc. was restruciured, and the
Company’s interest in BrassRing, Inc. was converted into an inter-
ast in the newly-formed BrassRing LLC. At December 30, 2001, the
Company held a 39.7 percent interest in the BrassRing LLC com-
mon equity and a $14.2 million Subordinated Convertible Promissory
Note from BrassRing LLC.

Cost Method Invesiments. The Company’s cost metnod investments
consist of minority invesimenis in non-public companies where the
Company does not have significan? influence over the investees’
operating and management decisions. Most of ihe companies rep-
resenied by these cost method investmenis nave concantrations in
Internet-related business aciivities. At Decembper 30, 2001 and
Decemoar 31, 2000, the carrying value of the Company’s cost
method investments was $29,595,000 and $48,617,000, respec-
tively. Cost method investments are inciuded in “Deferred Charges
and Other Assets” in the Consolidated Balance Shests.
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During 2001, 2000, and 1989, the Company invested $71,675,000,
842,458,000 and $33,549,000, respeciively, in companies constiiui-
ing cost method investments and recorded charges of $32,415,000,
$23,097,000, and $13,555,000, respectively, ic wrile-down cosi
metnod investmenis to estimated {air value. Charges recorded to write-
down cosi method investmenis are included in “Ciher incoms
(expansa), net” in the Consolidated Statements of Incoma.

During 2001 and 2000, proceeds from sales of cost mathod invest-
ments were $451,000 and $7,070,000, and gross realizad (iosses)
gains on such sales were ($157,000) and $5,570,000, respectively.
There were no sales of cost method investments in 1888, Gross real-
ized gains or losses upon the sale of cost method invesimenis are
included in “Other income (expense), net” in the Consclidated
Siatements of income.

INCOWME TAXES

The provision for income taxes consists of the following:

(in thousands) Current Deferred
2001
US.Federal ..., $ 48,253 $ 85,384
Foreign ....... .. ... 1,270 714
Stateandlocal .......................L 11,075 1C,204
$ 580,568 $ ¢7,3C2
2000
US.Federal ......................... ... $ 77,517 $ 4,854
Foreign ... 1,033 75
Stateandlocal ............................ 22,593 (12,672)
$101,143 § (7.743)
1999
U.S. Federal $ 84,609 $ 30,348
Forelfgn ... 1,308 (22}
Stateandlocal............................ 23,397 (335}
$119,512  § 29,888




The provision for income taxes exceeds the amount of income tax
determined by applying the U.S. Federal statutory rate of 35 percent
to inccme before taxes as a result of the following:

(in thousands) 2001 2000 1999
U.S. Federal statutory taxes $ 135,639 $80,455 $131,385
State and local taxes,

net of U.S. Federal

income tax benefit . ... ... 13,832 6,449 15,185
Amortization of goodwili

not deductible for

incocme tax purposes. . ... 5,888 5,011 4,178
Other,net ................... 1,441 1,485 {1,148)

Provision for incoma taxes... $ 157,600  $93,400 § 148,600

Deferred income taxes ai December 30, 2001 and Secember 31, 2000
consist of the following:

(in thousands) 2001 2000
Accrued postretirement benefits. .. ........ $ 58,955 $ 55280
Other benefit abligations................... 73,080 80,875
Accounts receivable .. .......... .. ... 15,949 17,296
State income tax loss carryforwards. ... ... 17,218 12,013
Other ... 14,886 20,693
Deferred tax asset 178,088 165,858
Property, plant, and equipment............ 110,763 84,184
Prepaid pensioncost...................... 181,434 152,608
Affiliate operations. ........................ (1,195) 18,365
Unrealized gain on available-

for-sale securities .............. ..., 15,475 8,475
Goodwill and other intangibles .......... .. 93,285 18,277
Other ... 274 1,768
Deferred tax liability ....................... 400,037 283,689
Deferred income taxes .................... $221,948 $117,731
DEBY

At December 30, 2001, the Company had $933,078,000 in tota! debt
ouistanding, which comprised $533,895,000 of commercia! paper
borrowings, $398,142,000 of 5.5 perceni unsacured notes due
February 15, 2009, and $1,040,000 in other dabt. At Decemper 30,
2001, the Company has classified $483,896,000 of its commarcia!
paper borrowings as “Long-verm Debt” in its Consolidated Balance
Sheets as the Company has ihe ability and intent {0 finance such
borrowings on a long-term basis under its credit agreements.

Interest on the 5.5 percent unsecured notes is payadle semi-annu-
ally on February 15 and August 15.
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At December 30, 2001 and Dacember 31, 2000, the average inter-
est rate on the Company's outstanding commercial papsr borrow-
ings was 2.0 percent and 8.6 percent, resoactively. The Company’s
commercial pnaper borrowings are supporied by a five-year
$500,000,000 revolving credit facility and a one-year $250,000,000
revolving credit facility, which expire in March 2003 and Septembar
2002, respectively.

Under the terms of the $500,C00,000 revolving cred't facility, inter-
est on borrowings is at floating rates, and the Company is required
to pay an annual facility fee of 0.055 percent and 0.15 parcent on
the unused and used portions of the facility, respectively. Under ine
terms of the $250,000,000 revolving cradit facility, interest on bor-
rowings is at floating rates, and the Company is required to day a
variable facility fee of 0.05 percent and 0.20 parcent per anpum on
the unused and used portions of the facility, respectively. Both revolv-
ing credit facilities contain certain covenants, including a financial
covenant that the Company maintain at least $850,030,000 of con-
solidated snareholaers’ equity.

The Company incurred inierest cosis on iis borrowing of $47,473,000
and $53,764,000 during 2001 and 2000, respectively, No interest
expense was capitalized in 2001 or 2000.

At December 30, 2001 and Decembar 31, 2000, the fair value of
the Company’s 5.5 percent unsecured notes, based on quoted
market prices, totaled $387,720,000 and $376,200,000, respec-
tively, compared with the carrying amount of $398,142,000 and
$397,881,000, respectively.

The carrying value of the Company's commercial paper borrowings at
Decempear 30, 2001 and December 31, 2000 approximates fair value.

REDEEMABLE PREFERRED STOCK

in connection with the acquisition of a cable television sysiem in
1988, the Company issued 11,847 shares of its Series A Praferred
Stock. On February 23, 2000, the Company issued an additional
1,275 shares related to this transaction. From 1998 to 2001, 90
shares of Series A Preferred Stock were redeemed at the request
of a Series A Preferred Siockholder.

The Series A Preferred Stock has a par value of $1.00 per share and
a liguidation preference of $1,000 per share; it is redeemable by the
Company at any time on or afier October 1, 2015 at a redemntion
price of $7,000 per share. in addition, the holders of such stock have
a rignt to require the Company to purchase their shares at ine
redemption price during an annua! 80-day election period; the first
such period began on February 23, 2001. Dividends on the Series
A Preferred Stock are payable four times a year at the annual rate
of $80.00 per share and in preference to any dividends on the
Company's common stock. The Series A Preferred Stock is not con-
vertible into any other security of the Company, and the holders
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thereof have no voting rights except with respect to any proposed
changes in the preferences and special rights of such stock.

CAPITAL STOCK, STOCK AWARDS, AND STOCK GPTIONS

Capitai Stock. Each share of Class A common siock and Class B com-
mon stock participates eqgually in dividends. The Class B stock has
limited voting rights and as a class has the right to elect 30 percent
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.

During 2001, 2000, and 1999, the Company purchased a iotal of 714,
200, and 744,095 shares, respectively, of its Class B common stock
at a cost of approximately $445,000, $36,000, and $425,865,000.

Stock Awards. In 1982, the Company adopted a long-term incentive
compensation plan, which, among other provisions, authorizes the
awarding of Class B common stock to key employees. Stock awards
made under this incentive compensation plan are subject to the gen-
eral restriction that stock awarded to a participant will be forfeited and
revert to Company ownership if the participant’s employment termi-
nates before the end of a specified period of service to the Company.
At December 30, 2001, there were 70,775 shares reserved for
issuance under the incentive compensation plan. Of this number,
28,885 shares were subject to awards outstanding, and 40,880
shares were available for future awards. Activity related to stock
awards under the long-term incentive compensation plan for the
years ended December 30, 2001, December 31, 2000, and January
2, 2000 was as follows:

2001 2000 1999
Number Average Number Average Number Average
of Award of Award of Award
Shares  Price Shares Price Shares Price

Awards Outstanding

Beginning of year.. 30,165 $413.28 31,360 $412.86 30,730 $405.40

Awarded. ... ... 16,865 608.96 1,155 501.72 2,615 543.02
Vested......... (15,200) 364.13 (99) 330.75 (167) 349.00
Forfeited. .. . ... (1,935) 555.02  (2,251) 45641  (1,818) 479.90
Endofyear....... 29,895 $539.25 30,165 $413.28 31,360 $412.86

in addition to stock awards granted under the long-term incentive
compensation plan, the Company also made stock awards of 3,300
shares in 2001, 1,950 shares in 2000, and 1,750 shares in 1999.

For the share awards outstanding at December 30, 2001, the afore-
mentioned restriction will lapse in 2002 for 1,448 shares, in 2003
for 15,799 shares, in 2004 for 2,450 shares, and in 2005 for 18,430
shares. Stock-based compensation costs resulting from stock
awards reduced net income by $2.6 million ($0.27 per share, basic
and diluted), $2.4 million ($0.25 ner share, basic and diluted), and
$2.2 million ($0.22 per share, basic and diluted), in 2001, 2000, and
1999, respectively.
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Stock Options. The Company’s employee stock option plan, which
was adopted in 1971 and amended in 1993, reserves 1,800,C00
shares of the Company’s Class B common stock for options to be
granted under the plan. The purchase price of the shares covered
by an option cannot be less than the fair value on the granting date.
At December 30, 2001, there were 486,700 shares reserved for
issuance under the stock option plan, of which 170,575 shares were
subject to options outstanding, and 316,125 shares were available
for future grants.

Changes in options outstanding for the years ended December 30,
2001, December 31, 2000, and January 2, 2000 were as follows:

2001 2000 1999
Number Average Number Average Number Average
of Option of Option of Option
Shares Price Shares Price Shares Price

Beginningof year.. 166,450 $465.55 156,497 $470.64 246,072 $404.48

Granted. . ... ... 24,000 52275 89,500 544.80 3,750 516.36
Exercised. .. ... (16,875) 276.79 (20,425) 345.46 (87,825) 288.43
Forfeited. ... . .. (3,000) 546.04 (59,122) 648.71  (5,500) 450.86
End of year...... 170,575 $490.86 166,450 $465.55 156,497 $470.64

Of the shares covered by options ouistanding at the end of 2001,
89,388 are now exercisable, 30,313 will become exercisable in 2002,
25,562 will become exercisable in 2003, 19,312 will become exer-
cisable in 2004, and 6,000 will become exercisable in 2005.
Information related to stock options outstanding at December 30,
2001, is as follows:

Weighted

Average Weighted Weighted

Number Remaining Average Number Average

Range of Outstanding  Contractual Exercise Exercisable Exercise
Exercise Prices at 12/30/01 Life (yrs.) Price at 12/30/01 Price
$ 222-299 13,500 2.7 251.11 13,500 251.11
344 11,500 5.0 343.94 11,500 343.94
472484 30,825 6.6 473.93 25,950 472.57
500-5386 114,750 8.7 538.34 38,438 535.66

Al options were granted at an exercise price equal to or greater than
the fair market value of the Company'’s common stock at the date of
gramt. The weighted average fair value for options granted during
2001, 2000, and 1999 was $107.78, $161.15, and $157.77, respec-
tively. The fair value of options at date of grant was estimated using
the Black-Scholes method utilizing the following assumptions:

2001 2000 1999
Expecied life (years)........ 7 7 7
Interestrate................. 2.30% 5.98% 6.19%
Volatitity. .................... 19.46% 17.9% 16.0%
Dividend vield............... 1.1% 1.0% 1.1%




Had the fair values of options granted after 1985 been recognized
as compensation expanse, nat income would have basn reguced by
$3.5 million ($0.38 per share, basic and diluted), $3.8 million (80.40
per share, basic and ciluted), and $1.¢ million ($0.19 per share, basic
and diluted) in 2001, 2000, and 1299, respeciively.

The Company also maintains a stock option plan at its Kaplan sub-
sidiary that providas for tne issuance of sicck opiions represeniing
10.6 perceni of Kaplan, inc. common stock io ceriain memoers of
Kaplan's management. Under the provisions of this plan, cpiions are
issued with an exsrcise orice equa! io the esiimated ‘2ir veiue of
Kaplan’s common stock. Cplicns vast ratably cver five years from
issuarce, anc upon exercise, an opiicn hoicer has the rightto require
the Company io repurchase ine Kaplan stock at the sisci’s then fair
value. The fair value o’ Kaplan's common stock is determined by ine
Company’s compensation commiiiee. At Secembei 30, 2001,
opiions represaniing 10.0 parcent of Kaplan's common siock were
issued and ouistanding. For 2001, 2000, and 1989, the Company
recorded expense of $25,302,000, $6,000,000, and $7,250,200,
respectively, relaied o this pian. .n 2001, payou's from oplion exer-
cises totaled $2.1 miliion. At December 30, 2001, the Company's
stock-basea compeansation accrual balance totaiec $41.4 miliion.

Average Number of Shares Quistanding. Basic earnings per share ar
based on the weighted average number of shares of comimon siock
ouistanding during eacn year. Diluted earnings per common snare are

(0]

based upon the weighted average number of snares of common stock
ouistanding each year, adjusted for the dilutive effect of shares
issuatle under outsiancing stock options. Basic anc ciluted weignted
average share information for 2001, 2300, and 188¢ is as folicws:

Basic Dilutive Diiuted
Weignted Effect of Weightec

Average Stock Average

Shares Options Shares
2001, .. S,488,385 13,173 S,488,559
2000, ... ... 8,445,458 14,352 G,458,828
i889. 10,850,578 21,208 <C,081,784

#:i8 PENSIONS AND OTHER POSTRETIREMENT PLANS
L H )

The Company maintains various pension and incentive savings pians
and contributes to several muiti-employar plans on behaif of certain
union-represenied emgloyse groups. Substantially a!i of the
Company’s empioyees are coverecd by these plans.

The Company aiso provides healthcare and life insurance benefits
{o ceriain retired employeas. These employses becoms eilgible for
beneiits after meeting age and service reguirements.

The following table sets forth obligation, asset, and funding infor-
mation for the Company’s defined benafit pansion and postretirement
oians at December 30, 2001 and December 31, 2000:

Pension Plans Postretirement Plans
(in thousanrds) 2001 2000 2001 2000

Change in benelit obligation
Benefit obligation at

begirning of year $ 391,186 $ 344,611 $ 93,243 $ 85938

Service cost 15,393 14,566 3,707 3,485
interest cost 27,528 24,982 6,811 5,338
Amendments 5,182 20,442 — 1,958
Actuarial loss (gain) 22,334 (5,001} 6,519 (1,199)
Benefits paid _ (30,584) (17,324) (4,888) (4,288)

Benefit obligation at end

of year $ 431,017 $ 391,166 $105,392 $§ 93,248

Chenge In plan assets
Fair valua of assets at
baginning of year $1,314,885 $1,119918 — —

Actual return on plan

assets 143,253 212,293 — —_
=moloyer contributions — — § 4888 § 4,298
Benefits paid (30,584) (17.324) (4,888) (4,298)

Fair value of assats at

end of year $1,427,554 $1,314885 §$ —$_ -
Funded status $ ©95537 $ 923,718 $(105,322) $ (S3,243)
Unracognized transition

asset (8,852) (15,354) — —
Unrecagnized prior

service cost 16,949 17,230 (501) (653)
Urrecognized actuarial gain (555,846)  (551,511) (24,831) (34,858)

Net prepaid (accrued) cost  § 447,688 $ 374084  $(130,824) $ (128,764)

The totai (income) cost aiising from the Company’s aefined denefi
pansion and posiretirement plans for the years ended Dacamber 39,
2001, D=cemaer 31, 2000, and January 2, 2000 consisis of tne fol-
‘owing comagonents:

Pension Plans Postretirement Plans

(in thousands) 2001 2000 1999 2001 2030 1999
Service cost $ 15393 % 14,565 $ 14,756 $3,707 $3485 $3,585
Interest cost 27,526 24,832 23,584 8,811 6,338 6,039

Expected return
on assets (97,567) (85,522) (92,565} — — —

Arortizetion of

transition assel (6,502) (7,585) (7,685) — — —
Amoriization of prior
service cost 2,122 2,091 2,110 (162) (162) (162)

Recognized

actuarial gain (17,917) (13,824) (24,635) (3,408) (2.870) (2,886)

Net pariodic
(benefit) cost
for the year (78,945) (85,312) (84,418) 6,248 6,802 3,578
Zariy retirement

programs expense 3,344 29,049 2,733 - 1,958 —

Total (bensfit) cost
for the year

$(73,601) $ (35.263) $(81,683) $6948 $8770 $6575
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The costs for the Company’s defined benefit pension and postretire-
ment plans are actuarially determined. Key assumpiions uiilized at
December 30, 2001, December 31, 2000, and January 2, 2000 include
tne following:

Pension Plans Postretirement Plans

2001 2000 1999 200t 2000 1599
Discount rate 7.0% 7.5% 7.5% 7.0% 7.5% 7.5%
Expected return
on plan assets 7.5% 9.0% 9.0% — - —
Rate of compensation
increase 4.0% 4.0% 4.0% —_ - -

The assumed healthcare cost trend rate used in measuring the postre-
tirement bensfit obligation at December 30, 2001 was 6.3 percent for
pre-age 65 benefits (5.9 percent for nost-age 65 benefits), decreas-
ing io 5 percent in the year 2005 and thereafier.

Assumed healincare cost trend rates have a significant effect on the
amounts reporiea for the heaiincare plans. A change of 1 percentage
point in the assumed healthcare cost trend rates would have the fol-
lowing effecis:

1% 1%
Increase Decrease
$ (14,713)

(1,604)

(in thousands)
Benefii obligation atenc of year........... $ 15,751
1,654

Contributions to multi-employer pension plans, which are generally
based on hours worked, amecunted o $1,800,000in 2001, $1,100,000
in 2000, and $2,300,000 in 1999.

The Company recorded expanse associated with retirement benefits
provided under incentive savings plans (primarily 401(k) plans} of
approximately $14,500,000 in 2001 and $13,300,000in 2000 and 1999.

FF LEASE AND OTHER COMMITMENTS

The Company lsasas real properiy under operating agreements. Many
of the leases contain renewal options and escalation clauses that
require payments of additional rent to the extent of increases in the
related operating costs.

At Decembper 30, 2001, future minimum rental payments under non-
cancelable operaiing leases approximate the following.

(in thousands)

2002, . $ 51,770
2008 48,780
2004, 47,030
2005, 35,253
2008, 30,417
Thereafter. . ... 72,389

$ 277,639
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Minimum payments have not been reduced by minimum sublease
rentals of $4,500,000 due in the future under noncancelablz subleases.

Rent expense under operating leases included in oparating costs and
expenses was approximately $58,300,000, $48,700,000, and
$33,600,000 in 2001, 2000, and 1929, respectively. Sublease income
was approximately $1,500,000, $1,150,000, and $433,000 in 2001,
2000, and 1998, respectively.

The Company’s oroadcast subsiciaries are pariies 1o ceriain agree-
ments inal commit them to purchase programming 1o be produced
in future years. At December 30, 2001, such commitments amounted
to approximately $59,550,000. {f such programs aie not produced,
the Company’s commitment would expire without obligation.

Tl ACQUISITIONS, EXCHANGES, AND DISPOSITIONS

The Company completed business acaouisitions and exchanges, hav-
ing spent anproximately $104,400,000 in 2001, $212,300,000 in 2000
(inciuding assumed debt and related acquisition costs), and
$€6,500,000 in 1999. All of these acquisitions were accounted for using
the purchase method, and accordingly, the assets and fiaoilities of the
companies acquired have been recorded at their estimated fair vai-
ues at the date of acquisition. The purchase price allocations for these
acquisitions mostly comprised goodwill and otner intangibles.

The Company’s acquisitions in 2001 principally included the purchase
of Southern Maryland Newspapers, a division of Chesapeake
Publishing Corporation, and amounis paid as pait of a cavle sysiem
exchange with AT&T Broadband. During 2001, the Company aiso
acquired a provider of CFA exam preparation services and a company
that provides pre-certification training for real estate, insurance, and
securities professionals.

Soutnern Maryland Newspapers publishes the Maryland
‘ndependent in Charles County, Marylanc; The Lexington Park
Enterprise in St. Mary’s County, Maryland; and The Calvert
Recorder in Calvert County, Maryland, with a combined total paid
circutation of apnroximately 50,000.




The cable sysiem exchange with AT&T Broadband was complaied
on March 1, 2001 and consisied of the exchange by the Company
of its cable systems in Modzasio ang Santa Rosa, California, and
approximately $42.0 miliion to AT&T Broadband for cabis systems
serving approximately 155,000 subscrivers principally located in
idaho. In a related transaction on Jenuary 11, 2001, the Company
completed the sale of a cadie system serving abou’ 15,300 sub-
scribers in Greenwood, ‘ndiana, for $61.9 million. The gain resuii-
ing from the cabie sysiem sale and exchange transactons
increased net income 2y $7986.5 million, or $22.8¢ per share. For
income tax purposes, suvsiantial components of tne cable
sale and excnange trarsactions gualiify as like-kind exchang
therefore, a large portion of these transactions does not result in
current tax liability.

On August 2, 2000, the Company acquired Quast Educalion
Corporation {Quest) for approximately $177,700,800, inciuding
assued aebt. The acquisition of Quest was completad through an aii
casn tender ofier in wiich the Company purchased subsianiialy all of

the outstanding stock of Quest for $18.35 par share. T he acouisiiion
was financed through the issuance of acditiona! orrowings. Cues’ is
a provicer of posi-secondary eaucation offering Bachea.or's dagrees,
Assocciate’s degress, and diploma programs primarily in the fialds of
healincare, business, and informaiion technology.

In addition, the Company acouired two cable sysiems serving annrox-
imately 8,500 subscrizers in Nebraska {in June 2000) and Vississizo!
(in August 2000) for approximately $16,200,000, as weil as various
otnar smaller businesses throughout 20890 for $18,403,080 (orincipally
consisting of educationa! services comoanies).

During 1999, the Company acquired cabie sysiems serving 10,300
subscribers in North Dakota, Cklahoma, and Arizena (Agril and

smaller businesses throughout 1989 for $46,03C,C80 (principaiy
consisting of educaiionai services companies).
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The resulis of oparations for each of the businasses acquired are
included in the Consolidated Stetements of income from their
respactive dates of acquisition. Pro forma results of opearations for
2001, 2000, and 1888, assuming the acquisitions cceurred at the
peginning of 1989, are not materially different from reportea results

of operations.

in June 1989, the Compary sold ine assels of Legi-Siate, Inc., iis
cniing services subsidiary that covered Federa: legisiation and reg-
ulation. No significant gain or loss was realized as a result of ine sale.

CONTINGENCIES

Tne Company and ils supsidiaries are parties to various civil law-
suiis that have arisen in the ordinary course of their businesses,
including actions for libe! and invasion of privacy, and also to an
antitrust lawsuit related to the acquisition by a subsidiary of a groun
of community newspapeis in 2001, Management does not believe
that any litigation pending against the Company wiil have a maie-
ria! adverse effect on its busiress or financia! concition.

Tne Company's education division derives a poriior of its nat rev-
enues from financial aid received by its students under Title iV pro-
grams (“Title 'V Programs”) acdministered by the United States
Separiment of Eaucation pursuant to the ~ederal Higher Zcucation
Act of 18585 {"HEZA"), as amended. n order to perticipaie in Title 'V
Programs, the Company must comply with compiex siancards set
forth in the HEZA and the regulations promuigated thereuncer {the
“Regulations”). The failure to comply with the requirements of HEA
or the Reguiations could result in the restriction or loss of the abil-
ity to participate in Title IV Programs and sunject the Company (o
financial penaliles. For the years encded December 30, 2001 and
Decambear 31, 2000, approximately $101,500,000 and $35,000,000,
respeaciively, of the Company’s education division revenues were
derivad {rom financial aid received by students under Tiile iV
Programs. These revenues were earnad and recognized by Quasi
foliowing the Company’s acouisition of Quest in August 2000.
Management believes that the Company’s education division

schools ihat pariicipate in Title IV Programs are in material compli-
ance with ine standards set forth in the i~EA and ine Regulations.

¥ BUSINESS SEGMENTS

The Company operates princinally in four areas of the media busi-
ness: newspaner puslisning, ielevision broaccasting, magazine puo-
lishing, and cable television. Through its sunsidiary Kaplan, inc., the
Company aiso brovides educational services for incividuals, schools,
anc businesses.
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Newspaper operations invoive the publication of newspapers in the
Washington, D.C., area and Everett, Washingion; newsprint ware-
housing and recycling facilities; and the Company’s electronic media
publishing business (primarily washingtonpost.com).

Magazine operations consist principally of the publication of a weekly
news magazine, Newsweek, which has one domestic and three inter-
national editions, the publication of a iravel magazine, and the publica-
tion of business pericdicals for the compuier services industry and the
Washington-area technology community.

Revenues from both newspaper and magazine pubdlishing operations
are derived from advertising and, to a lesser extent, from ciiculation.

Broadcast operations are conducted througn six Vi< television sta-
tions. All stations are network affiliated, with revenues derived prima-
rily from sales of advertising time.

Cable television opzrations consist of cable systems offering basic
cable and pay television services to approximately 752,700 subscribers
in 19 midwestern, western, and southern states. The principal source
of revenues is monthly subscription fees charged for services.

Educational products and services are provided tnrough the
Company’s wholly-owned subsidiary Kaplan, Inc. Kaplan's major lines
of businesses include Test Preparation and Admissions, providing test
preparation services for college and graduate school entrance exams;
Kaplan Professional, providing educational services to business peo-
ple and other professionals; Scorel, offering multimedia learning and
private tutoring to children and educational resources to parenis; and
Kaplan’'s higher education division, which includes Quest, a provider
of post-secondary education offering Bachelor's degrees, Associate's
dagrees, and diploma programs primaiily in the fielas of healincare,
business, and information technology, and The Kaplan Colleges,
Kaplan's distance-iearning businesses, including kaplancollege.com.
In early 2002, Kaplan put all of its post-secondary schools (Quest and
The Kaplan Colleges) under a single higher education division.
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Other businesses and corporate office includes the Company’s cor-
porate office. Through the first half of 1993, the other businesses and
corporate office segment also includes the resulis of Legi-Slate, Inc.,
the assets of which were sold in June 1999.

Income from operations is the excess of operating revenues over oper-
ating expenses. In computing income from oparations by segment, the
effects of equity in earnings of affiliates, interest income, interest
expense, other non-operating income and expense items, and income
taxes are not included.

Identifiable assets by segment are those assets used in the Company’s
operations in each business segment. investments in marketable equity
securities and invesiments in affiliates are discussed in Note C.




QOther
Businesses

Nawspapar T2lzvision V.agazine Cable anc Corporate
(in thousands) 2ublishing  Broadcasing Pudlisning Television Educaiion Cfiice Consoligated
2001
Creraling reVenuUeS .. ..o, $842,72¢ $314,3°0 $380,224 $385,037 $483581 $ — $2476873
Income (loss) from gperetions ... $ 84,744 $131,847 $ 25,306 $ 32237 $(28337) $ (25835 §$ 21¢,e32
Equity in losses of affiliates {88,658
Inierest expense, nat (47,473)
Otherircome, nat.........o i 283,738
fincome before incoma iaxes ................. e .. $ 38753
ldentifiehla ESS81S. ... ..o $7023,847 $410,243 $485804 $1,117,428 $472,888 $ 42348 § 3,242,757
invasiments in marx 235,405
invesimenis in affilial 80,835
Jotalassets.............l o S e _. $3,558,088
Depreciation of nroperty, olant, and equinmeni.. $ 37,852 $ 11,832 § 4854 § 84505 $ 18347 § 3 138,300
Amortizationof goodwili ... $ 3834 §$ 4,53 $ 5,852 $ 38553 $ 1572 0§ — 8 78,833
Pension credii {expense). ... ... $ 25797 § 6283 $ 4498 $ (638 $ (847) § (1,383) § 73,601
Kaplan siock-basac incentive compensaiion ... $ 25,302 $ 25302
Capiial expenditures . ... $ 32,357 $§ 11,032 $ 1,737 $163,887 § i2,02C $ — § 224227
2000
Cperaiing ravanuas ... $9078,234 $364,758 $416,427 $358,816 $353,827 0§ — $2472,758
incomie (ioss) fromonaretions .................. $174435 $177,3853 $ 48,11¢ $ 65,967 § (41,848) $ (25,189) $ 332,882
(85,438)
(63,754)
(18,782}
) o ) o ) _§ 225,870
ideniiiable a8SeiS. .. ... $684,808 $430,444 $452453 $757,083 $482074 $ 41,075 $2,847.877
invesimenis in mearkeiasie equity securitias .. .. 221,737
invesimenis in affillates. ...l 131,829
Total @ssets. ... _ o _ $ 3,200,743
Depreciation of oroverly, siani, ang eguisment. . $75f§;é7§ ”73":”;1727,5971” 77377775,559777327277,6770 N $ ‘,S,Glzé - $ = $ I 7,92.:é
Amortization of goodgwiil ...................... .. $ 1588 $ 14,735 $ 5,758 $ 30,082 $ 10,084 $ — 3§ 62834
Pansion credi {exzense). .. $ (3578 § 5737 $ 37347 § {59 $ 857, % — 3 3,253
Kaplan stock-basac incentive comzansalon ... $ 80¢C $ 3,030
Canital exvenditures.................. o $ 33,717 $ 1,872 0§ 1,858 $ ©5,i187 § 29558 0§ — $ 172,383
1999
Cperaling revenuss . ......ov e $873,°C8  $347,78% $401,085 $335258 $257,503 § 3,843 $221557°
income (loss) from operetions .................. $155,737 $1567,332 $ 32057 $ 57,145 $(37,8€8) $ (27,127) $ 388,453
Equity in lossas of i 8,814}
interestexpense, net............ {25,588}
Otherincome, et ...l 21,435
Income before incometaxes ... e e - _$ 375,385
:aentifiable assets $444.372  $409,404 $718,230 $285280 $132,588 $ 2,643,253
invesiments in markeiehis eq 233,012
investmenisinafiliates......................... 143,889
Totalassels. ... L $ 2,985,844
Depreciation of propery, 2iant, anc eguizment.. § 35,35 $ 11,778 § 4872 % 43,082 $ 885 $ 238 $ 104,235
Amorization of gootwii ... § 1533 $ 14,248 $ 5812 $ 30,007 $ 35837 $ — $ 38,533
Pansion cragit {exoensa)..........o.oeoeinin.. $ 25443 § 8797 $ 48308 $ (587) $ 533 $ (577 $ 83,883
Kaplan stock-basad incentive compansation ... $ 7.25C $ 7,253
Capital expencitures ... i $ 1927¢ $ 1783¢ § 3334 §$ 62,58 $§ 269877 $ — § 130,045
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z SUMMARY OF QUARTERLY OPERATING RESULTS AND COMPREHENSIVE INCOME (UNAUDITED)
<L
a
§ Quarterly results of gperations and compreheansive income for the years ended December 30, 2001 and December 31, 2000 are as follows:
g First Second Third Fourtn
a (in thousands, except per share amounts) Quarter Quarter Quarter Quarter
(o
z 2001 Quarterly Operating Results
I
2 Operating revenues
z ACVETISING. . $207,974 $312,881 $277,425 $321,047
I
- Circulation and sUbSCIIDET. . ... . o 148,535 156,149 177,925 178,010
B GUCaION . L 121,341 119,442 127,159 125,329
O, 19,125 16,083 13,007 7,280
585,976 504,535 585,516 529,645
Operating costs and expanses
07T To T 343,993 340,740 348,776 358,241
Selling, general, and administrative .................. 147,915 151,40¢ 144,954 142,480
Depreciaiion of property, plant, and equipment .............................. 34,632 35,867 34,765 33,036
Amortization of goodwill and other intangibles ... 17,192 19,926 20,038 21,748
543,732 547,842 548,563 558,505
Income from operations . ... 43,244 56,593 45,853 73,141
Equity inlosses of affiliaies. ... (12,481) (6,641) (28,535) (23,023)
R INterest iNCOME ... .o o 325 1,047 226 570
IVEEIESE SXPENSE ...\ttt (14,624) (13,240) (11,851) (9,214)
Othar iNCome (EXDENSE), NBL ... e e 308,769 (10,717) {4,3565) (9,849)
Income before income taxes ... 325,253 27,042 4,418 30,825
Provision for iNCOME TaXES . ... ..o i 126,200 12,550 2,850 16,300
Nl iNCOME .. 182,053 14,482 1,568 14,525
Redeemable preferred stock dividends ................. (526) (263) (263) —
Net income available for commonshares ....................co i, $198,527 % 14,229 $ 1,305 $ 14,525
Basic earnings Per COMMON SRAMB. . ... .. o ittt $ 2094 $ 1.50 $ 0.14 $ 1.58
Dilutec earnings per cCommon Share ... $ 2080 $ 1.50 $§ 0.4 $ 153
Basic average number of common shares ouisiancing. ........................ 9,479 9,485 9,489 9,492
Diluted average number of comimon snares ouistanding ....................... 9,499 9,502 9,502 9,501
2001 Quarierly Comprehensive income (J0SS)...........cooviiiiiviiricrnnae, $187,049 $ 25,860 § (937 $ 25,342

The sum of the four quarters may not necessarily be equal to the annual amounts reported in the Consolidated Statements of Income due to rounding.

A third quarter reclassification of $21 million between other income (expense}, net and equity in losses of affiliates is reflected above related to the Company’s investment in BrassRing.
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o
First Second Third Fourth 2
(in thousands, excepi per share amounis) Quarter Quarter Quarter Quarter o
s
g
2000 Quarterly Operating Results z
I
Operating revenues 2
AV TSI g, - o o e $318,855 $353,514 $338,428 $385,776 f
I
Circulation and SUDSCIIDer. ... o v 147,588 148,805 151,144 153,512 F
EUCANON . 71,450 58,803 89,428 113,072
L 3T 8,857 20,318 13,452 18,219
548,771 561,540 602,452 671,385
Operaling costs and exoenses
OralNG .o 295,072 316,252 340,733 355,005
Selling, general, and adminisiralive ... 135,421 138,704 131,208 178,281
Depreciation of oroperty, plent, and eguipment ... 28,385 28,838 30,018 30,205
Amortization of goodwill and other intangidles ...................... 14,738 14,755 15,937 17,204
474,817 488,348 517,895 581,405
INCOME from OPRETalIOMS . .. o 72,154 23,191 84,557 89,980
Equityinlosses of affliates. .. ... (11,3C4) (9.471) (8,820) (5,800}
INereStINCOME ... 224 275 228 241
IMterest eXDeNSe . . {12,567) (12,573) (14,617) (14,974)
Other (eXDense) INCOME, N8 ... oottt e (6,938} 1,556 238 (14,639)
Income before iRCOMa taX8S . ... .. it 41,558 72,978 61,516 53,808
Provision for inCOMataxes ... ... 17,500 31,800 28,000 16,130
Nt iNCOmMeE . 24,059 41,178 33,516 37,708
Redeemable preferred stock dividends . ... (500) (263) {263} —
Net income available for common shares ... $ 23,569 $ 40,915 $ 33,253 $ 37,708
Basic earnings 08r COMMON SN&TE. ... oottt e $ 250 $ 433 $ 352 $ 388
Diluied earnings per COMmMON SNETe ... ... e § 248 $ 4.33 $ 351 $ 388
Basic average number of common shares oulstanding......................... 9,440 9,443 0,448 9,452
Diluted average number of common shares outstancing ..........oocvveennn. S,458 9,458 0,433 9,470
2000 Quearsierly Comprenensive INCOMe ..., $ 21,152 $ 25,482 $ 49,78¢ $ 48,585

The sum of the four quarters may not necessarily be equal to the annual amounts reported in the Consolidated Statements of Income due to rounding.




THE WASHINGTON POST COMPANY

REPORT OF INDEPENDENT ACCOUNTANTS

To the Board of Directors and Sharehelders of The Washington Post Company.

In our opinion, the consolidated financial statements appearing on pages 37 through 54 of this report present fairly, in all material respects,
the financial position of The Washingion Post Company and iis subsidiaries at December 30, 2001 and December 31, 2000, and the results
of their operations and their cash flows for each of the three fiscal years in the period ended December 30, 2001, in conformity with account-
ing principles generally accepted in the United States of America. These financial statements are the responsibility of the Company’s man-
agement; our responsibdility is to exoress an opinion on these financial statements based on our audits. We conducted our audits of these
statements in accordance with auditing standards generally accepted in the United States of America which require that we plan and periorm
the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes exam-
ining, on a test basis, evidence supporting the amounts and disclosures in the financial statements, assessing the accounting principles used
and significant estimates made by management, and evaluating the overall financial statement presentation. We believe that our audits

provide a reasonable basis for our opinion.

Washington, D.C.

January 25, 2002
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TEN-YEAR SUMMARY OF SELECTED HISTORICAL FINANCIAL DATA

See MNoies to Consolidated ~inancia! Statements for the summary of significant accounting ooiicies and edditional information relative to the

years 1889-2001.

(in thousands, excepi par share amounis) 2001

2000

Results of Operations
OR2rating fVENUES . .. ottt e $2,416,673
NCOME f10M OB RGOS L L e $ 219,832
income before cumuiative effect of change in accounting principie.............. ... $ 229,53¢

Cumulative effact ¢f change in metned of accounting forincome laxes. ... —

N IO .. $ 229,638

$2472,15C
$ 33¢,882
$ 135470

$
$
$

2,215,571
388,453
225,785

$ 138,470

Per Share Amounis
Besic earnings per common share

225,785

Income beiore cumuigtive effact of change in accounting princizie ... L. $ 24.70 $ 14.34 $ 22.35
Cumuiative effect o' change in accounting arincizie. ... o — — —
NELIMCOME. . $ 2410 $ 22.35
Besic average sharas ouSianging. ... . 0,485 8,445 ©0,051
Diluted earnings var share
income before cumuiative effect of chenge inaccounting srincinle ... L. $ 2405 $ 14.32 $ 22.30
Cumulative effact 6f changs in accounting orincidis. ... — — —
T T ToTo e T § 2406 8 14.32 $ 22.30
Dilutes average SNEres GUISIENGING . ...... .. eee e et e e e 9,500 9,483 42,082
Cash dividends .. . .o $ 5.60 $ 5.40 $ 5.20
Common sNarenoICers @AURY. ... .. oo e $ 177.30 $ 158.55 $ 14480

Financial Position

UM B8 S, . vttt it e e $ 398,857
Working canitai (CafiCit) ... .. . (37,233)
Property, plant, ant eQuinment. 4,088,211

TOlal BSSBIS - o 3,558,028
OG- G0 . 883,078
Common sNaranoidars’ BOURY. ...t 1,683,485

$ 405,057
{8,730}
827,051
3,238,743
873,257
1,481,007

476,158
(345,388}
854,505

2,083,844
387,620

1,357,780

THE WASHINGTON POST COMPANY




z
5
3
; 1998 1997 1286 1995 1994 1993 1992

S
H

o $ 2,110,360 $ 1,956,253 $ 1,853,445 $ 1,719,449 $ 1,613,978 $ 1,498,191 $ 1,450,867

z $ 378,897 $ 381,351 $ 337,169 $ 271,018 $ 274,875 $ 238,980 $ 232,112

% $ 417,259 $ 281,574 $ 220817 $ 180,086 $ 169,572 $ 153,817 $ 127,795

£ — — — — — 11,600 —

$ 417,259 $ 281,574 $ 220817 $ 180,095 $ 169,672 $ 165417 $ 127,798

$ 4127 $ 2523 $ 2008 $  17.16 $ 1465 $  13.10 $  10.81

— — — — — 0.98 —

$ 4127 $  26.23 $ 2008 $  17.18 $ 1466 $ 1408 $  10.81

10,087 10,700 10,984 11,075 11,577 11,746 11,827

$  41.10 $ 2615 $ 2005 $ 1715 $ 1465 $  13.10 $  10.80

— — — — — 0.98 —

$ 4110 $ 2815 $ 2005 $  i7.i5 $ 1465 $  14.08 10.80

10,129 10,733 10,580 11,086 11,582 11,750 11,830

$ 500 $ 4.80 $ 4.60 $ 4.40 $ 4.20 $ 420 $ 4.20

$  157.34 $  117.36 $  121.24 $ 107.60 $ 9932 $ 9284 $  84.17

$ 404,878 $ 308,492 $ 382,631 $ 405,570 $ 375,879 $ 625574 $ 524,975

15,799 (300,254) 100,995 98,393 102,805 357,041 242,627

841,062 653,750 511,363 457,359 411,396 363,718 320,804

2,729,661 2,077,317 1,870,411 1,732,893 1,696,868 1,622,504 1,568,121

395,000 — — — 50,297 51,768 51,842

1,588,103 1,184,074 1,322,803 1,184,204 1,126,933 1,087,419 863,005
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CORPORATE DIRECTORY

BOARD OF DIRECTORS

Donaild E. Graham (3, 4)
Chairman of the Board and Chiaf Exacutive Officer
Chairman, The Washington Post

Warren E. Buffett (3, 4)
Chairman of the Board, Berkshire Hathaway !nc.

Daniel B. Burke (1, 2)
Former President and Chief Executive Officer,

Capital Cities/ABC, inc.

Barry Diller

Chairrnan and Chief Executive Officer, USA Networks, ‘nc.

John L. Dotson J7. (2)
Former President and Putlishar, Akron Beacon-Journal

George J. Gillespie i (3)
Attornay, Member of Cravatn, Swainzs & Moore

Ralph E. Gomery (1)
President, Alired P. Sloan rFoundation

Donald R. Keough (2)
Chairrnan, Allen & Company incorporated

Richard D. Simmens (1, 3)
Former President and Chief Operating Officer,
The Washington Post Company

George W. Wiison (2)
President, Concord (NiH) ivienitor

Comrmrittees of the Board of Directors
(1) Audit Commitiee

(2) Compensation Committee

(3) Finance Commitiee

(4) Executive Committee
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OTHER COMPANY OFFICERS

Patrick Butler
Vice Presidant

Dianz M. Daniels
Vice President, General Counsel, and Secretary

Hat 8. Jones
Vice President

Guyon Knight
Vice President ~ Corporaie Communications

Christopher Ma
Vice President

Ann L. McDaniel
Vice Presidant ~ <uman Resources

John B. Morse, Jr.
Vice President ~ Finance, Chief Financial Officer

Gerald M. Rosberg
Vice Presicent — Planning and Development

Ralph S.Terkowitz
Vice President ~ Technology

Waltace R. Cooney
Controller

Daniel J. Lynch
Treasurer

Pinkie Dent-Kannon
Assisiant Treasurer

John F. Hockenberry
Assistant Secietary
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Electronic Addresses

The Washington Post
Company
washpostco.com

The Washington Post
washingionpost.com
washpost.com

Washingtonpost.Newsweek
Interactive
washingtonpost.com
newsweek msnhc.com

Newsbytes News Network
newsbytes.com

The Washington Post
National Weekly Edition
nationalweekly.com

The Washington Post Writers
Group
postwritersgroup.com

The Herald
heraldnet.com

The Gazette
gazetie.net

Comprint Military
Publications
demilitary.com

Greater Washington
Publishing
gwpi.net

Apartment Showcase
aptshowcaseontine.com

New Homes Guide
newhomesguide.com

Guide to Retirement Living
retirement-living.com

Post-Newsweek Stations

WDIV-Detroit
clickondetroit.com

KPRC-Houston
click2houston.com

WPLG-Miami/
Fort Lauderdale
click10.com

WKMG-Orlando
mycfnow.com

KSAT-San Antonio
clickonsa.com

WJXT-Jacksonville
newsdjax.com

Cable ONE
cableone.net

Newsweek
newsweek.msnbc.com

HealthWeek
pbs.org/healihweek

PostNewsweek Tech Media
posinewsweektech.com

FOSE
fose.com

Government Computer News
gen.com

The Technology Almanac
tech-almanac.com

Washington Technology
washingtontechnology.com

Washington Techway
washtech.com/washtechway

Kaplan, Inc.
kaptan.com

Kaplan Test Prep and
Admissions
kaptest.com

Kaplan Professional
kaplanprofessional.com

Dearborn Financial Services
dearborn.com

Dearborn Trade Publishing
dearborntrade.com

Dearborn Real Estate
Education
recampus.com

Schweser Study Program
schweser.com

Self Test Software
selftestsoftware.com

Perfect Access Speer
paspeer.com

Kaplan Higher Education
kaplancollege.edu

Concord Law School
concordlawschoal.com

Score!
escore.com

International Herald Tribune
iht.com

Los Angeles Times-
Washington Post News
Service
newsservice.com

BrassRing
brassring.com

Stock Trading
The Washington Post Company Class B common stock is traded on the New York
Stock Exchange with the symbol WPO.

Stock Transfer Agent and Registrar
(General Shareholder Correspondence)
EquiServe Trust Company. N.A.

P.O. Box 2500

Jersey City, NJ 07303-2500

(Transfers by Overnight Courier)
EquiServe Trust Company, N.A.
525 Washington Boulevard
Jersey City, NJ 07310

(Transfers by Certified Mail)
EquiServe Trust Company, N.A.
P.O. Box 2506

Jersey City, NJ 07303-2506

Shareholder Inquiries
Communications concerning transfer requirements, lost certificates, dividends,
and changes of address should be directed to EquiServe Trust Company
Shareholder Relations Group.

Tel: (201) 324-0498

TDD: (201) 222-4985

Fax: (201) 222-4892 or 222-4872

Web: equiserve.com

Form 10-K
The company’s Form 10-K annual report to the Securities and Exchange
Commission is available on the company’s web site, washpostco.com.

Annual Meeting
The annual meeting of stockholders will be held on May 9, 2002, at 8 a.m.
at The Washington Post Company, 1150 15th Street, NW, Washington, DC.

Common Stock Prices and Dividends

Class A common stock is not traded publicly. Class B common stock is listed on
the New York Stock Exchange. High and low sales prices during the last two years
were:

2001 2000
QUARTER HIGH LOwW HIGH LOW
January-March $652 $524 $587 $472
April-dune $608 $542 $541 $471
July-September $599 $470 $528  $467
October-December $540 $479 $629  $508

During 2001 the company repurchased 714 outstanding shares of Class B
common stock.

Both classes of common stock participate equally as to dividends. Quarterly
dividends were paid at the rate of $1.40 per share in 2001. At February 19,
2002, there were 29 Class A and 1,063 Class B shareholders.
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