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It was a challenging year for the newspaper
business and Knight Ridder. Inside, we tackle
the tough questions.
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Contra Costa Néwspapgrs 4.6%
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Advertising accounts for nearly 78% of total newspaper revenue. The vast majority of Knight Ridder’s revenue comes from seven

of its-largest newspaper companies.
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% Change % Change
(In thousands, except per share data) 2001 from 2000 2000 from 1999 |
Operating Revenue
Advertising $2,254,4272 (10.1 $2,507,836 6.6
Circulation 512,309 (2.2 523,856 {0.3)
Other 133,478 {25.9) 180,075 16.5
Total $2,900,208 8.7 $3,211,767 5.9
Operating Income $ 461,755 (31.0) $ 668,772 76
Depreciation and amortization 184,573 (1.6) 187,587 2.5
Operating cash flow $ 646,328 {24.5) $ 856,369 6.5
Operating income as a % of revenug ™ 15.9% 20.8% ‘
Operating cash flow as a % of revenue 22.3% 26.7%
Earnings
Net income $ 184,824 41.2) $ 314,363 (7.5)
As a % of revenue 6.4% 9.8%
Per diluted share 2.18 (38.8) 3.53 1.1
Other Financial Data
Cash and short-term cash investments § 37,287 {10.5} $ 41,661 22.2
Total assets 4,213,376 0.7) 4,243,526 1.2
TJotal debt 1,613,954 (3.5 1,672,272 288
Shareholders’ equity 1,560,288 1.2 1,541,470 (13.4)
Return on average shareholders’ equity 11.9% 18.9%
Dividends declared per common share $1.00 8.7 $.92 3.4
Common shares outstanding 84,013 13.5 74,036 7.1
Average diluted shares outstanding 85,694 (3.8) 89,105 8.6)
Statistics
Average daily circutation 3,811 (2.4} 3,903 0.8}
Average Sunday circulation 5,155 (2.7) 5,300 (1.4)
Full-run ROP advertising linage 39,166 (7.8) 42,461 37
Total preprints inserted 7,073,470 (0.2 7,089,311 4.5
Tons of newsprint consumed (metric) 661 (13.2) 762 2.3

(1) Operating income as a percentage of revenue, excluding work force reduction charges, was 18.6% in 2001 and 21.4% in 2000,

Excluding these costs, operating cash fiow as a percentage of revenue was 25.0% in 2001 and 27.2% in 2000,
The consolidated financial statements and related notes and discussfon for the year ended Dec. 30, 2007, (pages 38 through 60)

also shauld be read to obtain a better understanding of this information.
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The issues we faced in 2001 — as citizens, as
D@@f Sﬁﬁf@h@/@!@l’rgn journalists and as stewards of a business — were
as serious as any | have experienced in 39 years with Knight Ridder. The attacks of Sept. 11, the chalienge
of reporting in their aftermath and an advertising recession as sudden and severe as newspapers have
seen since World War i marked a formidable year, both emotionally and operationally.

The nation’s resolve o defeat terrorism, whatever the requirements, was echoed in the commitment
of our industry — and of Knight Ridder — to cover the war, whatever the cost. The journalism that resulted
has made us all proud. It reminded America, once again, of the importance of newspapers. Nonetheless,
the underlying operating env1ronment was extremely difficult and required unusual dexterity to meet the
challenges we faced.

From an advertising revenue standpoint, the year began ominously and then, in a nationwide/
industrywide phenomenon, quickly deteriorated. The second guarter was worse than the first; the third -
exacerbated by Sept. 11 — was down 10.9% from 2000, and the fourth, still in shock, was down 11.8%,
Total advertising revenue for the year was down 8.5%. (Because 2000 included a 53rd week — a onge-
every-five-years occurrence in the industry’s accounting calendar — advertising comparisons on an
absolute basis are nat meaningful. The comparisons | use in this letter exclude that 53rd week and the
work force reduction charges in both years.)

The problems were primarily concentrated in help wanted and general advertising. As the nation’s
unemployment fevel rase from 4.0% in December 2000 to 5.8% in December 2001, help wanted
advertising fell. For the year as a whole, recruitment revenue was down 35.9%. This pattern was most
pronounced in our larger markets, particularly San Jose and Philadelphia.

General advertising, comprising telecommunications, national automotive, finance, airlines and dot-
coms, among other categories, was down 10.3% for the year, again with the largest markets the hardest
hit. A softening economy primed this category, especially, for a fall. General advertising had enjoyed a
compound annual growth rate of 14% during the previous three years, and it benefited exceptionally from
the dot-com advertising that crested in 2000. But that hardly made us feel better about the results.

Retail advertising was up modestly for the year prior to Sept. 11. After the terrorist attacks, however,
consumers stayed away from stores in droves, and many businesses canceled thsir ads. The outcome was
negative comparisons the rest of the year, leaving retail advertising down 0.7% for the year.

In April, in recognition of the ongoing revenue decline, we announced a reduction in the work force
that would impact virtually all divisions in almost all of the newspapers. This was not an easy decision, nor
was it exgcuted without profound

regret for the disruption to the lives of
so many Knight Ridder employees. OPERATING REVENUE

Under the circumstances, however, we From continuing operations, in mitiions of doilars
had no choice ... and we plan to run
the company without those downsized
positions even when better economic
conditions return.

By year end, the total work force
reductions achieved through buyouts,
early retirements, attrition and, in
fimited instances, involuntary
severance, were about 2,200, more
than 11% of the work force. it was by

2,012
1,706 1,749 1,813 1,933

3.034

3,212

Operating revenue slipped 9.7% in 2001 — the first decline since 19971,
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EARNINGS PER SHARE

(Excludes one-time gains and 1osses on sales in
1997-2001; excludes newspaper severance costs
in 1998-2001 and corporate relocation costs

in 1998.)

far the most substantial downsizing and restructuring
we have ever implemented. Expenditures on labor and
employee benefits in 2001 were down 7.2% as a result of $3.70
those mid-vyear departures, and we expect additional
savings fo flow through in 2002.
Atthough the price of newsprint was up 11% for
the year, we actually paid about 2.5% less as a result of
decreased consumption (about 13.2% less than the
previous year). With other operating costs and
e depreciation and amortization also down 4.0%
for the year, we were able fo offset about

51% of a $257 million revenue shaortfalt

(vs. 2000} and, in so doing, won Earnings per share increased an average of 6.8%

unprecedented acknowledgment from over the past five years.

analysts who cover publishing that our

cost control was exceptional.

Diluted earnings per share for 2001 was $2.79, down 24.6%. These results
exclude gains and losses on investments and work force reduction charges from
both years. On the same basis, operating profit was $540.3 million, down 19.0%,
and operating cash flow was $724.8 million, down 15.2%. Net income was
$239.0 miliion, down 27.4%.

The following reported numbers reflect gains and losses on
investments and work force reduction charges in both years. Reported
diluted earnings per share was $2.16, down 38.8%, and net income
was $184.8 million, down 41.2%. Total operating revenue was

$2.9 billion, down 9.7%. Operating profit was $461.8 miliion,
down 31.0%, and operating cash flow was $646.3 million, down
24.5% from last year.

Such disappointing numbers invite comment beyond a

recitation of what went wrong and the undeniable fact that so
many others feel our pain. Most importantly, | have no doubt
that the situation is temporary. We have seen recessions
before, and we know they lift. In 1990-91, newspaper

advertising revenue fell both years. At that time, the

problems were retail consolidation and a recessionary
economy that severely affected both help wanted and real
estate advertising. This time, it’s the cooling of an

averheated economy capped by the disarray following

Sept. 11. We will get through it and, when we do,
Knight Ridder is superbly positioned to recapture its
margin improvement momentum. Please recall that in

2000 the operating profit margin was at 20.8%, with
every expectation of continued improvement.

Not only are the right cost controls in place, | have,
working with me in the corporate office and at the

P Anthony Ridder. Chairman and Chief Executive Officer

]
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NET INCOME
From continuing operations, in milfions of doflars

(Excludes one-time gains and losses on sales in 1996-2001; excludes newspaper severance costs in
1998-2001 and corporate relocation costs in 1998; exciudes the cumuiative effect of changes in

ry talented o
newspapers, marny very ta € accounting principles in 1995 and 1992.)

colleagues who are shaping a
market-oriented culture that makes 321 329
revenue generation and market ;
share growth its full-time work. The
impact of this activity is reflected in
initiatives as wide-ranging as direct
marketing campaigns, new rate card
incentives, targeting programs,
niche publications, bundled services,
radio/TV partnerships and Total
Market Coverage (TMC) mailers.
While pieces of this effort have been
under way for some time, [ think the Net income from continuing operations was down 27.4% in the worst newspaper advertising recession
current leadership is exceptionally since World War .

strong and the intensity of focus is
unprecedented. Our publishers
recognize these priorities; they receive incentives — and rewards — accordingly.

I am also extremely encouraged by the progress of Knight Ridder Digital, our online operation.

Real Cities, our national nefwork of 58 regional sites (our own and those of our affiliates), is by far the
most extensive of its kind in the country, and its traffic has grown apace. in December, the launch of its
new single digital platform enabled (1) opportunities for substantial new revenue growth through targeted
electronic marketing and (2} vastly increased flexibility in handling content, allowing faster presentation
of breaking news and expedited sharing of material across the network. Real Cities grew by 19 sites in
2001, and we will continue 1o expand it.

CareerBuilder, the recruitment brand that we are building in partnership with Tribune Co., offers
online and print help wanted advertising in a package-combination unigue to the newspaper industry.
That is, our CareerBuilder online advertising is reinforced by CareerBuilder sections in print, and vice
versa. This concept, first envisioned when we purchased CareerBuilder in 2000,
ook tangible shape in the fall with the relabeling of all Knight Ridder and Tribune

Co. Sunday employment sections as CareerBuiider. The November acquisition of SHARE REPURCHASES
Headhunter.net, another prominent jobs site on the Web, greatly expanded In millions

CareerBuilder's customer base and reach. It cemented our position as one of

only two viable challengers to Monster.com’s dominance in online recruiting, 13.8

and it underscored the foresight of Knight Ridder and Tribune Co. in establishing
such a powerful beachhead in oniine recruiting. It is unrivaled by any other
newspaper publisher.

| am also pleased to report on our outstanding journalism in the wake of the
Sept. 11 attacks. On that grim Tuesday, 28 Knight Ridder newsrooms had Extra
editions on the streets within hours; almost simultaneously, our Washington Bureau
began organizing the largest centralized effort that we have ever undertaken. In
addition to the journalists we normally have in Europe and the Middle East, we
quickly dispatched eight reporters and three phatagraphers to Central Asia. We
brought to Washington, on indefinite assignments, some of our best editors and

Share repurchases have at least equaled share

issuances over gach of the past five years.

A Kninht Ridrer
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CAPITAL SPENDING

In miflions of doliars

$132

writers 1o help shape the unprecedented volume of material. Ultimately, more
than 100 Knight Ridder reporters, photographers and editars were deployed.
From the start, our coverage was consistently distinguished, and before a month
had passed, we broke several important stories. The combination ranked us at
the forefront of the scores of news groups vying for a presence on the nation’s
front pages and computer screens.

Earlier in the year, the company won its 83rd Pulitzer Prize when The
Miami Herald was honored for breaking news for its Elian Gonzalez reporting in
the spring of 2000. Many other significant awards honoring Knight Ridder
journalists made 2001 particularly notable for its recognition of both the value
we place on creating quality content and the success we have in achieving it.

In a year characterized by a sometimes heated debate concerning “profits

Knight Ridder Digital.

“Estimated vs. quality” in journalism, there is some irony in so many awards. This debate is
Projects in 2002 include a mailroom system conducted within the journalistic community. Our response has been to continue
in St. Paul, plant expansion in Kansas City and delivering the quality newspapers we afways have. Knight Ridder’s proud
support of a new technology platform at heritage of journalistic excellence appears, to some observers, to be in conflict

with my oft-stated goal of delivering an equally distinguished financial
performance. | disagree with those observers. We do deliver on both.

By the close of 2001, Knight Ridder stock had risen 14.2% over the year,
considerably higher than any others in its publishing peer group. Indeed, it was the hest performer in the
peer group in both 2000 and 1999, as well. In mid-February 2002, we hit an ali-time high of $68.73 ~ the
second time this year we've set a new record. This reflects improved financial metrics consistently
demonstrated over the past six years, along with the kind of disciplined capital aliocation that is one
important mark of any well-managed company. Critical to that aflocation is our share repurchase program. -
(n 2001, we repurchased 3 million Knight Ridder shares, bringing to 57 million the total repurchased since
the start of 1994, and we have stated frequently our intention to continue repurchasing at least the
number of shares we issue each year.

Looking ahead, while economists’ opinions are mixed, | would like to think that those who anticipate
an uptick in the second half of the year wilt be proven correct. We have never been better positioned to
take advantage of a turnaround, and one of the reasons, as always, is the patience, talent and
commitment of so many Knight Ridder employees. Thanks to all of them for their persistence in this very
challenging time.

/L\_'7 ‘-—.CLQLI

P. Anthony Ridder
Chairman and Chief Executive Officer
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£ ; 75 iIn an increasingly complex marketplace, there are many
K@@W /@ﬁfﬁ/ﬁg, things we can do. None is a silver bullet. Yet together,
they are powerful.

On the simplest level, if something works in one market, we export it to others: a special furniture
section, a “mega-recruitment” section, a retail rate strategy that takes advantage of cost-per-thousand
differences between cities, a classified rate strategy that offers longer exposure for incrementally more
dollars. In 28 markets, with hundreds of talented salespecple and managers focusing on seiling, new ideas
and strategies are always emerging. Sharing these "best practices” is a vital component of growing faster.

We are expanding preprint distribution, developing Total Market Coverage programs that allow
advertisers to achieve blanket penetration for their products. In Philadeiphia, for example, the streetsmart
program combings the home-delivery circulation of The Philadelphia Inquirer with targeted penetration of
two recently acquired shoppers, now marketed under the single label “Trend.” Advertisers have the benefit
of the 1atest mailroom equipment and database and computer technology, letting them target to the
household level. Streetsmart is a strong, sophisticated response to shared-mail competitors and to the
suburban preprint distribution chalienge.

In our large markets, we have ancillary businesses that reinforce the core franchise. These range
from 43 weekiy community papers in Philadelphia, to a variety of niche publications and a custom
publishing business in Miami, to Fort Worth’s direct marketing business, 1o nine weeklies in Contra Costa,
fo Vietnamese- and Spanish-language newspapers in San Jose, and o a newcomer guide, niche
publications and a real estate tab in Charlotte. These serve advertisers on a more targeted basis. We zone
more tightly, mail or deliver to concentraled areas and focus narrowly but deeply on, say, ihe market for
apartment rentals.

In the three years prior to 2001, general
advertising grew an average of 14% annually. it
was our fastest-growing segment. The category
includes some of the economy’s best
prospects: telecommunications, computers,
fravel, national finance and auto. Over the long

haul, we believe general’s stronger
growth wili resume.
Finatly, two areas of
great potential are
print/online bundling

Mike Pelrak,
Vice Fresident/Marketing




opportunities in the classified verticals and using the power of databases more effectively. In the year just
past, upsells comprised 39% of our online sales revenue, yet we have hardly scratched the surface in
terms of exploiting the internet as an adjunct to print saies. Likewise, we continue to ask: Who are the best
customers for a store or product? How do we best reach them? We have learned, for example, that when
newspapers target a store’s credit card holders, whether subscribers or nonsubscribers, they can be 10%
more effective than direct mail. It's a very powerful selling proposition.

11 ; ; 7§ First some context. in 1980, our advertising revenue was

BUiidfﬁg Shaf@a down from the previous year by 1.3%. in 1991, it was
down 8.8%, before turning up again in 1992. Those were the only two years since World War 1l that the
newspaper industry experienced a decline in advertising revenue; 2001 was the third.

In the earlier downturn, the primary cuiprit was retail consolidation, along with a slump
in help wanted and real estate advertising. This time around, it was the unravefing of the
internet boom coupied with an overheated economy seeking release, in part, through rising

unemployment. As of this writing, early February 2002, none of our periscopes has yet
spotted the turnaround. Like others, | am optimistic that the second half of this year will
bring it into view. But at least until then, our comparisons will be difficult. And
employment advertising, which fell 19.3% in its worst year of the early '90s, has further
to chimb this time around.

That said, | expect our newspapers to intensify their emphasis on growing share
in their markets, on buifding circulation, on improving content and on operating with
increasing efficiency. Each of these is a priority.

Growing share means increasing the portion of advertising dollars in our markets

that are locally generated and Jocally spent {in other words, not national advertising dollars,
which for the most part do not go to newspapers). Across Knight Ridder markets as a wholg,

DIVIDENDS AS A PORTION OF EARNINGS
From continuing operations

(Excludes one-time gains and losses on sales in 1996-2001; excludes newspaper severance costs in 1998-2007 and
corporate relocation costs in 1998, excludes the cumulative effect of changes in accounting principles in 1995 and 1992.)

ZIEARNINGS 3 DIVIDENDS $3.70

$2.79

$2.30

$1.24

$1.18  $1.22

‘080 sog0 S0.89 s0.92 ~ $1.00

._$0;7(j

The dividend was raised at ihe beginning of 2001, and represented 35.8% of earnings per share for the vear.

Steve Rossi, President/Newspaper Division
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we get about 25%; | am certain we can do better. We will do so in part by sharpening our own sales
strategies — and yes, even after many decades in this business, there is much new that can be done

(see Mike Petrak’'s comments, page 6). We also look for ancilfary businesses — direct marketing, direct
mail, niche publications, shoppers, Total Market Coverage programs — that bolster the core franchise.
Building such businesses is an important part of our publishers’ charge; acquiring businesses engaged

in these activities is a critical component of our corporate investment strategy. We are doing bath.

Building circulation requires a blend of tactics: Careful pricing, consistent promotion, quality of
content and timeliness of delivery all matter. The degree may vary by market. In the current down
economy we have experienced some circulation declineg, much of it concentrated in two or three large
markets. Cuts in promotional spending bear some blame, although where we have economized, we have
attempted to do so in outlying areas of minimal interest to advertisers. Still, we regret the ioss of any
readers. Accordingly, in 2002, we are intensifying efforts to gain new subscribers and expand readership.
Part of improving circulalion involves improving content. Although Knight Ridder has a rich heritage
of journalistic excellence, we cannot stand only on tradition. The world is ever more distracting, and
readers and nonreaders alike are prediciably distracted. We must respond with new approaches.
Fortunately, we have a wealth of sophisticated research and feedback that suggests ways in which we
can. Readers want newspapers that come to the point quickly. They want newspapers that are easier to
navigate, with more consistency of sectioning and anchored content. They want “utility” —~ lists, tips, grids,
informational graphics, calendars and how-to advice. They want local news. We're giving it to them.
Finally, we must continue to exercise cost discipline. The story of what we did last year is well
known. Frequently, however, people ask if there are stifl other ways to reduce costs. The answer is: Yes,
always, and we are pursuing them. At the same time, it is critical that we maintain quality work
environments. We want people to be pleased and proud fo create great newspapers as they lead our
financial performance to the top tier of our industry peers. | have no doubt that these multiple priorities can
be achieved. We are fortunate to have the talented employees capable of proving me right.

11 73 Not only did we produce some of the
V@fy SW“ONQ, best journalism in our history
covering the events of Sept. 11 and their aftermath (all of which followed
the staff reductions), we continue to produce high quality newspapers
day in and day out. We have the same high standards for all 28 of our
markets, and that extends from our editorial content to our
expectations for sales, marketing and other business disciplines.
In a variety of marketing initiatives, and in the December
launch of Knight Ridder Digital’s new platform, we continue to
demonstrate both innovation and entrepreneurial leadership. We
are moving the business ahead, partially through changing the
culture to one that is more market-driven.
Our downsizing was strategic. It was not mindless or
homogenized across the company. Each newspaper was
careful to tailor its reductions so that all critical functions
remained sufficiently well-staffed — not just with numbers,
but with talent — that we could assure first-rate performance for our customers. We aiso worked hard to
preserve the diversity of our staffs. (Nearly 90% of the reductions were voluntary. People made the
decision to retire early or accept buyouts.)
The reductions were painful in many ways, not least saying goodbye to some beloved and well-
respected colleagues. But the way they were conducted aliowed us to move ahead in a positive way,

Mary Jean Connors,
Sr. Vice President/

Human Resources

-
| 8
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concentrating on putting out first-rate newspapers. We have shown you can have great newspapers and
online sites that are still run efficiently, that nurture talented, committed people, and that serve the news,
information and advertising needs of their communities with excelience. In this respect, it is worth pointing
out that our bench strength is impressive. In 2001, we filled several key corporate jobs with internal talent,
including chief financial officer, controller and vice president/marketing. We also named four new
publishers internally.

111 ; 77 First, let me stress that we generate a fot of cash.
M//S@/y Operating cash flow (operating income plus

depreciation and amortization) this past year, even after the $78.5 million
work force reduction charge, was almost $650 millien. In 2000, in a
stronger revenue environment, it was about $850 million (aiso
including a smaller work force reduction charge). With a turnaround
in the ad revenue environment, even modest revenue growth and an
expanding profit margin, we are looking at cash flow approaching
$1 billion per year.

So what do we do with it? Three things:

First, we repurchase shares of Knight Ridder stock. Since the
beginning of 1994, we have purchased 57 million shares, always at
least as many as we issue each year. Over the past three years, we
issued between 800,000 and 1.8 million shares annually. We
repurchased 3 miliion in 2001, and currently we are authorized for
another 5.5 million. Share repurchases are a critical part of our
financial strategy.

Second, in our larger markets, we make smali, reinforcing
acquisitions of such businesses as weekly newspapers, shoppers,
direct marketing companies, niche publications, etc. We do this to
help bolster our position as the leading provider of information and
advertising in those newspaper markets (see Mike Petrak's remarks,
page 6). Similarly, we will make acquisitions in the Internet arena if
we find something that can help build that business. Our joint
acquisition, with Tribune Co., of CareerBuilder, Inc., in 2000 and
Headhunter.net in 2001 are prime examples.

Third, we pay down debt, currently at $1.6 billion (down
$58 million from the end of 2000). At that level and with good cash flow
growth prospects, we are very comfortable with our leverage and financial
flexibility. Accordingly, we will be able to handle debt repayment, share
repurchases and these smaller acquisitions.

Finally, let me mention what we are not likely to do with our cash.
We are not likely to make a large, dilutive acquisition. We have stated many
times that even if the newspaper/broadcasting cross-ownership rules are
lifted, as seems likely in the near future, we will not buy television statigns.
Radio stations are also unlikely.

Now, let me give you some of the financial vital statistics for the year
ahead. Labor and benefits will be down in the low single digits due 1o fast year's
$78.5 million work force reduction charge. Excluding the work force reduction

Gary Effren, St Vice President/Chief Financial Officer

2001 Annnat Rannrt

B e



charge, labor and empioyee benefits will be up slightly as savings from fewer employees are offset by
salary increases, higher pension and heaith costs and bonuses, which were minimal in 2001 due to the
difficult economic environment. Other operating costs wili also be up slightly.

Total depreciation and amortization for the year will be about $128 million. Of that, $118 miflion
is depreciation. Amortization will decrease $63 miflion t¢ $10 million primarily due to the accounting
change for goodwil.

We expect to spend about $100 million on capital projects, the largest of which are press projects
for Kansas City and Detroit and advertising systems for Philadelphia, San Jose and St. Paul.

Interest will remain unchanged or drop slightly. Because of the change in the accounting for
goodwill, the effective tax rate for the year will decline from about 40% to 37%-38%.

We expect newsprint expenditures in 2002 fo be down 10% to 15%.

éf 77 Through our Real Gities
W@ ﬁ / [ 8& dy a f @ s Network, we have created

one of the leading aggregations of local/regional information hubs on the
Web, second to none in terms of comprehensive content and outstripping
nearly all local information networks in reach. The Real Cities Network,
which comprises 58 markets, including 16 of the nation’s fop 25, reached
9.6 million unique visitors in December 2001. Its goal is to be the clear
No. 1 in the local news and information space on the Web. Right now,
Real Cities is second only to the entire aggregation of AOL Time Warner
Local properties. In December 2001, Real Cities had more unique
visitors than DigitalCity.com, CitySearch, the focal channel of Yahoo! or
the city guide channel of MSN.

The other online arena in which we are focused is recruitment
advertising. There, too, our results are impressive. Together with Tribune
Co., we own and operate CareerBuilder, an electronic recruitment service
that is not only a serious challenge to Monster.com’s pre-eminence in this
space — it is the only wide-ranging employment service on the Web mounted
by newspaper publishers. CareerBuilder, which acquired Headhunter.net in
November, combines local employment listings from alf Knight Ridder and Tribune
newspaper markets — and from partners — with its own online employment listings.
CareerBuilder now offers the leading national database of 270,000 job postings and
3 million résumés. | would also point out that, compared with the competition, these are
consistently fresh postings and fresh résumes, locally concentrated, making
CareerBuilder an excepticnally vital resource for both job seekers and recruiters.

While the online markets for cars and real estate have a lower profile than the
employment market, we are emerging as leaders there, too, through Cars.com and
Apartments.com. Both are owned by Classified Ventures, a consortium of newspaper
publishers that have joined together to generate scale in what would otherwise be an
insupportably fragmented online space. Both command increasing prominence in their
fields and, along with ali of the other things we are doing to increase revenue and
operate efficiently, are driving top-line growth. The combination is propelling Knight
Ridder Digital quickly toward its fong-stated goal of run-rate profitability.

Dan Finnigan, Vice President, Knight Ridder, and President of Knight Ridder Digital

1N Kninht Ridder




4 77 This question dogged the industry with special intensity throughout
ThOUgh ﬁU//j/{ 2001, As advertising revenue declined and newspaper companies
nationwide took steps to rein in costs, newsroom staffers and the industry trade press fused passion with
alarm in wondering whether quality content could survive.

| don't think there’s any doubt that it can and will. Knight Ridder’s reputation for journalistic
excellence is built on a value that has been fundamental to the company since ifs beginning.
Eighty-three Pulitzer Prizes attest to that, so do the many other prizes that we win each year.

Quality journalism reflects many things, including the vision of the editor, the talent of the
newsroom and, to be sure, the resources available to them. But it refiects nothing so much as the
commitment of the publisher and the editorial staff to make quality a reality. A publisher determined
1o hire those who esteem quality, and the journalists who are intent upon creating it, are almaost bound
to succeed. We believe our people are among the best in the industry and that our newspapers mirror
their ambitions.

The “balance” we seek is to generate enough profit to keep the newspapers
and Knight Ridder healthy and growing, but not so “healthy” that product is
subordinated to profit. We seek margins that are in the first tier of newspaper
companies, but not out in front. Balance requires a generous news hole, ample
staffing and support for a challenging agenda, but also a recognition that, in a
year such as the one just concluded, less-than-tight operations could imperil
the whoie enterprise.

Finally, if we are to make any real sense of this debate, it is vital to define
“guality.” Some journalists might like to narrow it to the volume of major-league public
service projects and investigations that a newspaper underiakes. We think guality
implies all of that, but more as well. Quality is giving readers what they tell us over and
over they want: more focal news, mare service-oriented journalism (personal finance, heatth
and nutrition), and more utiiitarian features such as lists, calendars, informational graphics and
the like. The “balance,” then, between profit and quality mandates a balance between classic
and more recent definitions of what quality is.

Jerry Ceppos, Vice President/News
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SEPT. 11, 2001: A DAY OF TRAGEDY

The Charlotte Observer

wwe charlotte.com + wEDNE1GAT, SEFTENEER L2, 2081 e + e sronss oo 1 306

ATTACK ON
AMERICA

Bush promises: We will win the war against terrorism

intended to frighten our pation infocbiz-
s 2nd retreat. But they bave failed. Our
country is stroag”

arbociors, i e’ ks, st COMORS
o e e v g Gabets, ot et e2h.

23 Pages of Coverage Inside
 Hijacked passengers ordered to call
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Hijacked Planes Destroy Trade Towers,
Hit Pentagon; Thousands Feared Dead
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PERSONAL FINANCE
Some options for nervous
stockholders

Some tips in the unlikely
event you become a victim

Before yesterday’s attacks in > Stay low to the floor.
New York and Washington, this is > Cover nose and mouth with a
what the Federal Emergency Man-  wet cloth.
agement Agency had to say about > When approaching a closed

One-Minute

Briefing

CONTACTS
& ANSWERS

IMPORTANT
ORLINE SURVIVOR LISTS

TELEPHONE
NUMBERS

New York City and near Washington, D.C.
Worid Trade Center Survivor Database:

http://www.ny.cum/wtcﬂﬁst.htmﬂ
Report Your Safely:
http://do.miHenmumuberkeﬂey,edu/

Pows PMsmase dmdbma / fnlrnse P - e P e

Below are the message centers and databases created
to provideinformation about survivors of the attacks in




A look at Islam

Musliims believe the Prophet Muhammad (570-632 AD), born in the city of Mecca, in present-day
Saudi Arabia, received a divine revelation while meditating on Mount Hira. Muhammad believed in
one god and that he was God's messenger. The word Muslim means one who submits to God. All
Muslims face towards Mecca whenever they pray and take their spiritual guidance from the Koran
and Hadith.

How anthrax spreads
" Anthrax has potential as a biological warfare agent because it

.« is often fatal, but it is difficuit.to grow, store and distribute the.
anthrax bacteria. e k

e R o . while faci

Inhalation anthrax . — b ey to.
_From breathing bacterial spores while N i

“handling infected animal products or ot of the
making biological weapons - bstain from
Symptoms: Similar to common cold, exalrelations.
followed by breathing problems and

shock; usually fatal

Cutaneous anthrax
Through cuts and abrasions
!'esulting from contact with

FESTIVALS

The two maijor festivals are Eid al-Adha
(at the end of the pilgrimage to Mecca)
and Eid al-Fitr (at the end of Ramadan).

JIHAD
The term has several meanings: striving
for Gad's causi; strivin9 agatnst

> 3 >

T

Identifying suspicious mail

; warrie'sﬁ . - - 2 PR B AN NPREPY .
" solgiers and the ’ RN What the FBI says-are the warning signs that you
| may have received suspicious mail: .

| Noretun iy
 ‘commanders, R . ) : address.
-l " ;electronic : : ) ; L ?EELSoNNJ
o200 Vatae . o ) ; , | | Misspefled -~
Aol EQuiDment or ; ; . Gecurity Manager
292 N Harvie St.
Philedephia, PA 20565

. ’ | ics . [N :

Afghanistan’s deadly tunnels . rees vie ™ * | BRECIAL Too much
DELIVERY tage

U5, amd allied solclirs trying to ind Osama bin Laden wil coniront the maze of okt iigation . : postag

(unnefs that helped Afghan guermitas ﬁgnf the Scviet occupation in the 19805 . Protrudin

CWITES e

Har used for centuries to
carry gioundwater downhill from
TR is? to lowland farms
runnels typicatly gl
3t (1 m) high

Restrictive
markings

For 800 years, Alghans
have fought Invaders using karez "
s for shelters, inﬁlhzll_on{eutes
Infiitration ¢

- Osama bin Laden, 2 civit engineer;
‘designed and paid 1or enfargement
mels during.1980s wae ¢
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Attack on America

Day 3 Coverage

Al4 WEDNESDAY, SEPTEMBER 12, 2001 WWW,. THESTATE.COM

THE STORY & CHILDREN

WHAT DO YOU
TELL THEM?

COMPILED BY ALLISON ASKINS « THE STATE
ﬁ S FAMILIES NAVIGATE through the aftershock  Also, be aware that a child’s emotions will evolve

of Tuesday’s attack on the World Trade Center  in situations of grave trauma. Sometimes behaviors

nd the Pentagon, mental-health and child-care ~related to the trauma do not surface unti} several days,
experts urge parents to maintain as normal a routine  weeks or months later.

and mood at home as possible. “The underlying reason all children ask these ques-

Experts also advise parents to remember children
will respond most strongly to parents’ moods and re-
actions. Because of this, it is important to stay calm
and level-headed when dealing with an incident of
this magnitude.

Be honest and straightforward with children’s ques-

tions is safety,” said Beth Freeman, program direc-
tor for school-based services for the S.C. Department
of Mental Health.

“Think of answers that give children a sense of
safety — even teen-agers.”

Following are tips for dealing with concerns of chil-

tions, but reassure them about their safety. - . dren in various age groups.

FOR PRESCHOOLERS
THROUGH
SECOND-GRADERS
u Keep your explanations simple and to the

point.

Example: "A plane ran into & building and
people were hurt” If they ask if anyone was
kiiled, tell them yes, but don't offer more. Let
your child lead the way.

u If they ask you whaf the word “terrorism”
rmeans, tell them it is when one country tries
to harm another. Children this age can only

imfrnntine

Arnracs cmatt amearnte Af

_

HIGH-SCHOOLERS

& While this age group can process more tefevision than other age groups,
an overabundarice is not a good idea, experts say.

= Too much exposure can bring oo intense sadness or anxiety and if there
is a history of depression, fear about this type of event can cause the de-
pression to return.

1 Also, if another trauma is fresh in their lives, too rmuch exposure to this
event can bring back the anxieties related to the earlier event.

= Be open to listen to your teen-agers. And be prepared to do more fistening
than talking, Don't be annoyed if fhe fous tend o repeat !
Behaviors to waich for: Detachment, seif-consciousness about fears, past-

: traumatic acting out such as alcahol or drug use, radical changes in aftitudes.

Suggested activity: In addition to your discussions, you might ercourage your
1o lsep ajournal of his or her feclings. Keep commilments and reutine
il ae rocehla
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BLOOD FOR BLOOD 2

to us, the people of the

 DAILY NEWS EDITORIAL

In war, there ar
nurber yeserda;
suallies of pur own, And it houlr

“proportiona!” or just enough ta sead a

It’s my job to
have something to
say.

They pay me to
provide words that
help make sense of

whi trou-

uﬂ;

5

1)

e’ll go forward
from this moment

buster, isn’t the
plot development
from a Tom
Clancy novel. Both
in terms of the
awful scope of
their ambition and
the probable final
death toll, your

CLEONARD  2ttacks are likely

to go down as the

P“Ts JR worst acts of ter-

rorism in the his-
tory of the United States
and, probably, the history of
the world. You’ve bloodied
us as we have never been
bloodied before.

oy, el
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ot. What I know reassures
e. It also causes me to
emble with dread of the
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Your future is here,
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Knight Ridder had 32 daily and 25 nondaily newspapers at the end
of 2001.

Newspaper operating revenue is derived primarily from the sale of
newspaper advertising. Due to seasonal factors such as heavier retail
seiling during Christmas and Easter, advertising revenue fluctuates signif~
icantly throughout the year. Consecutive quarterly resuits are not uniform
or comparable and are not indicative of the results over an entire year.

Each of Knight Ridder’'s newspapers is operated on a substantially
autonemous basis by local management appointed by carporate head-
quarters in San Jose. Each newspaper is free {o manage its own news
coverage, set its own editorial policies and establish most business
practices. Basic business policies, however, are set by the corporate staff
in San Jose. Editorial services and quality control aiso are provided by the
corporate staff.

Each newspaper is served by the company-owned news bureau in
Washington, D.C. Suppiemental news, graphic and photographic services
provided by Knight Ridder/Tribune information Services, Inc. (KRT), a
partnership between Knight Ridder and Tribune Co., include editorial
material produced by all Knight Ridder newspapers, by Knight Ridder’s 15
foreign correspondents and by a number of other newspapets. The
services are distributed through another Knight Ridder and Tribune Co.
partnership.

Al of the company’s newspapers compete for advertising and readers’
time and attention with broadcast, sateilite and cable ielevision, the
internet and other computer services, radio, magazines, nondaily suburban
newspapers, free shoppers, billboards and direct mail. In some cases, the
newspapers also compete with other newspapers published in nearhy
cities and towns - particularly in Miami, St. Paul and Fort Worth. in Detroit
and Fort Wayne, Knight Ridder has joint operating agreements with a
second newspaper. The rest of Knight Ridder’s newspapers are the only
daily and Sunday papers of general circuiation published in their
communities.

The newspapers rely on local sales operations for local retail and
classified advertising. The larger papers are assisted by Newspapers First
and by the Newspaper National Networl in obtaining national or general
advertising.

The table below presents the relative percentage contributions by in-
dividual papers to the company’s overall operating revenus in 2001, 2000
and 1993. The percentage centributions of each paper to operating revenue
. are not necessarily indicative of contributions to operating profit.

Newsprint
Knight Ridder consumed approximately 661 thousand metric tons of
newsprint in 2001, excluding Detroit. Approximately 15.4% of the com-

-pany’s total operating expenses during the year ware for newsprint,

Purchases are made under fong-term agreements with 16 newsprint
producers. Knight Ridder purchased 67.9% of its annual consumption from
15 mills in the United States, 31.8% from 17 mills in Canada and 0.3% from
other offshore sources. Management helieves that current sources are
more than adequate to meet current demands.

NEWSPRINT CONSUMPTION

In millions of dollars
817

794 801

g3y 650 649

619 618 623

Newsprint consumption declined 14.2% due to decreased advertising
and press web-width reduction programs that reduced the physical size
of most newspapers.

Approximately 81% of the newsprint consumed by the company
contained some recycled content; the average content of these rolls was
49.8% recycled fiber. This translates into an overall recycled newsprint
average of 40.3%.

2001 2000 1999 |
Sources of Knight Ridder Newspaper Operating Revenue

The Philadelphia nguirer and Philadeiphia Daily News 17.3% 18.3% 18.8%
The Miami Herald and ef Nuevo Herald 109 10.3 10.4
The Kansas City Star 9.0 8.6 8.5
San Jose Mercury News 8.7 10.3 9.5
Fort Worth Star-Telegram 77 7.4 7.3
The Charlotte Observer 6.0 58 6.1
Contra Costa Newspapers 4.4 45 4.1
St. Paul Pioneer Press 39 ) 3.8 40
Akron Beacon Journal 3.1 32 33
All other 29.0 27.8 28.0

100.0% 100.0% 100.0%
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Knight Ridder is a one-third pariner with Cox Enferprises and Media SP’s mill in Dublin, Ga., preduces more than 500,060 metric tons per

General, Inc., in SP Newsprint Co., farmeriy Southeast Paper Manufacturing year of 100% recycled-content newsprint. Its piant in Newberg, Ore.,
Co. 1t is the fourth-largest newsprint manufacturing company in North produces more than 363,000 metric tons per year of newsprint with at
America. least 40% recycied content.

The foliowing table presents for each newspaper the average daily and Sunday circulation and City Zone household coverage for the 2001 audit year and
the advertising volume for the year ended Dec. 30, 2001. The year 2001 circulation year-end for each publication listed below varies and is determined
by the Audit Bureau of Circulations (ABC).

Adverlising Volume
(i 600s of Six-Coluimn fiiches)
Run-of-Fress City Zone Household
Circufation* Full-Run Factored Penetration %
Publication Daily Sunday Retail J General | Ciassified Part-Bun Daify | Sunday ABC
Aberdeen American News 16,126 18,131 3247 13.2 220.0 14.9 70.0 80.2
Akron Beacon Journal 141,567 194,834 483.0 1136 791.0 21.7 504 67.4
Belleville News-Democrat T 53,565 63,289 554.6 250 3971 34.6 520 62.8
_The (Biloxi) Sun Herald T 49,298 57,581 5157 32.0 589.4 48.5 57.2
Bradenton Herald T 43,191 51,621 534.2 499 518.1 98 414 495
The Charlotte Observer T 242,125 294,666 769.2 1739 891.1 288.4 48.6 598
The (Columbia) State T 120,458 158,717 577.4 58.6 572.8 20.0 41.9 57.7
Columbus Ledger-Enquirer 51,541 64,378 487.4 385 601.4 2086 46.5 58.6
Contra Costa Newspapers t 183.466 195,980 1,745.8 4171 21949 412 441
Detroit Free Press@® 365,168 743,293 423.6 162.5 609.4 16.9 348
Duluth News Tribune 47,718 71,719 377.6 29.4 332.8 6.2 56.2 78.4
The {Fort Wayne) News-Sentinel-PM © 46,717 576.8 87.7 788.8 1181 310 64.1
Fort Worth Star-Telegram 235,622 331,059 881.0 145.0 1,356.4 183.4 34.9 477
Grand Forks Herald 33,828 34,684 293.0 33.2 2131 9.5 61.7 67.3
The Kansas City Star 274,152 386,805 757.2 164.4 1,102.1 87.4 381 52.5
texington Herald-Leader t 118,143 152,434 636.1 44.6 5441 85.2 50.2 63.9
The Macon Telegraph 69,420 90,491 4641 254 509.2 46.0 378 49.2.
(Miami} el Nuevo Herald 88,317 95,941 148.9 31.3 113.2 9.7 10.5
The Miami Herald 314,445 430,080 8222 251.5 828.5 349.6 250 346
The Monterey County Herald T 35,150 37,885 385.2 18.3 436.2 | 51.3 SSM
The (Myrtle Beach) Sun News 48,302 58,108 610.8 421 744.4 25.2 69.0 798
Olathe News 6,332 6,365 104.7 111.8 14.3 14.2
Philadelphia Daily News @ 140,229 282.8 85.9 45186 16.8
The Philadeiphia Inquirerd 388,671 778,657 801.8 2747 594.3 328.6 20.0 42.6
St. Paut Pioneer Press 197,477 258,427 458.6 146.8 545.0 18.0 216 28.5
San Jose Mercury News T 287,383 326,839 1,067.7 287.9 1,400.9 31.6 39.0 44.4
The (San Luis Obispo) Tribune T 37,501 40,540 457.6 261 541.0 327 47.4 49.7
(State College) Centre Daily Times T 25,682 32,833 396.9 8.8 380.4 12.8 521 €1.6
Tallahassee Democrat 48,638 65,551 493.3 25.3 550.1 31.7 38.0 48.6
The (Warner Robins) Daily Sun—PM T 7,377 8,135 271.6 19.2 1725 20.2 22.0
The Wichita Eagle T 90,191 153,055 397.0 33.6 496.6 1196 40.0 62.0
(Wilkes-Barre) Times Leader T 490,851 69,525 | 528.8 336 509.4 30.8 49.0 57.4
Totals/Averages 3,857,651 5,269,423 L J 38.9% 51.7%
* Circufation numbers are based on the most recent ABC audit. Oaily penetration is (by This table provides finage totals for Knight Ridder’s share of the Detroit
computed based on the weighted average of daily circufation, as reported to the Newspapers JOA. However, Knight Ridder's share of advertising Ifnage for Detroit
ABC. On the average, 78% of daily circulation and 71% of Sunday circulation were Newspapers is excluded from the consolidated advertising linage statistics
home-delivered in 2001. in other parts of this report to be consistent with revenue totals. Under FASB
T 2001 ABC audit not yet finalized; the 2000 ABC audit is used. guidelines, Knight Ridder’s share of Detroif Newspapers' revenue and expenses
{a) Knight Ridder reports 100% of the total circulation for the daily Free Press and is shown as a net amount in the “other revenue” line.
100% of the combined Sunday edition. The average daily circulation figure in (c) The News-Sentinel does not publish a Sunday edition. The JOA partner (The
this table includes only Monday through Friday, because the Saturday paper Journal Gazette—AM) had daily circulation of 59,342 and Sunday circulation of
is a combined edition. The JOA partner (The Detroit News—-PM) had circulation 136,014, Linage statistics include both papers.
of 237697 daily. Linage statistics inctude 50% of both papers. (d) The Philadelphia Daily News does not publish a Sunday edition. Philadelphia

Newspapers reports factored part-run volume on a combined basis.
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SP provides recycled-content newsprint to its owners and more than
200 publishers and commercial printers. its SP Recycling Corp. subsidiary
recycies more than 1.2 miition short tons of recovered material annually.

Knight Ridder also owns a 13.5% equily share of Ponderay Newsprint
Company in Usk, Wash,, which produced more than 242,000 metric tons
of newsprint in 2001,

Knight Ridder’s purchases from these two newsprint companies wil
represent approximately 46% of its annual consumption, providing an
important hedge against price volatility and a secure source of supply.

Properties

Knight Ridder has daily newspaper facilities in 28 markets situated in 17
states. These facilities vary in size from 8,000 square feet at The Buyer’s
Guide in Warner Robins, Ga., to 2.9 miliion stuare feet in Philadeiphia. in
total, they occupy about 81 million square feet. Approximately 1.7 million
of the total square footage is leased from others, Virtually all of the owned
property is owned in fee, The company owns substantially all of its
production equipment, although certain office equipment is leased. The
company also owns land for future expansion in Columbus and Nacon,
Ga., Kansas City and Detroit.

Knight Ridder properties are maintained in excellent condition and are
suitable for current and foreseeable operations. During the three years
ended Dec. 30, 2001, the company spent approximately $295.1 miilion for
additions to property, plant and equipment.

Technology
The focus in 2001 was on faunching the implementation of new technology
standards created by several task forces. Network security was also a
major focus; we completed an assessment of gur overall network archi-
tecture and the documentation of many standards and security policies.
The Tallahassee Democrat, Lexington Heraid-Leader and The (Fort
Wayne} News-Sentinel implemented new advertising systems, and the St.
Paul Pioneer Press installed a new editorial system.

Genera! Advertising Sales
Knight Ridder newspagpers depend most heavily on two agents for the sale
of general advertising.

Newspapers First, a national advertising sales cooperative, is the
primary sales representative for many of Knight Ridder’s newspapers,
many of the leading newspaper groups and several leading independents,
I acts as an interface to national advertisers across the country.

Newspaper National Network, Knight Ridder’s second general sales
agent, was established in 1994 to focus national selling on behalf of the
newspaper industry. It represents all Knight Ridder newspapers and more
than 500 others. Like Newspapers First, it offers “one-stop shopping” and
“one-ordes, one-bill”

Knight Ridder/ Tribune

Knight Ridder/Tribune Information Services, Inc. (KRT), a joint venture of
Knight Ridder and Tribune Co., offers stories, graphics, iflustrations, photos
and paginated pages for print publishers; news animations, over-the-
shoulder graphics and sweeps news specials for TV broadcasters; and
Web-ready content for online publishers. )

{n 2001, KRT again significantly improved its profitahility by increasing
margins for its business, general news and photo services and by reducing
the cost of delivering its products through the Web.

Working with Newscom, another KR-Tribune joint effort, KRT dramati-
cally improved its Web delivery site, KRT Direct, resulting in dramatic
gains in spot sales in the fourth guarter and opening up new sales and
promotion opportunities for 2002,

PROTECTING THE ENVIRONMENT

Knight Ridder continues its commitment to protect the environment, the
health of its employees and the communities in which it operates. Knight
Ridder's businesses — newspaper publishing and online publishing —
generate virtuaily no hazardous waste or materials.

Knight Ridder is widely recognized as an industry model for newsprint
recycling. In 2001, 81% of the newsprint used by Knight Ridder newspapers
was made up of some recycled fiber; the average content was 49.8%
recycled fiber. This translates into an overall recycled newsprint average
of 40.5%. The goal is for 100% of the newsprint consumed by Knight
Ridder to have an average content of 40% recycled fiber.

During 2001, ail of Knight Ridder’s newspapers collected and recycled
press waste, newspaper returns, silver residue from film processing, scrap
film and printing plates.

Water-based or organically based soybean oil color inks were used at
ali newspapers, helping 1o protect the environment. Knight Ridder uses
fiexographic presses at many of its operations. Flexo printing emits
minimal volatile erganic compounds and no hazardeus air polluiants.

None of the inks used by Knight Ridder contains solvents. The ink
wastes are classified as nonhazardous by the Environmental Protection
Agency. The newspapers minimize waste and recycle inks.

Biodegradable fountain solutions were used on ofiset presses. Use of
nonsolvent-based cleaning solutiens increased. Solvent-based solutions
are recycled or biended into alternate fusels.

Knight Ridder has a Statement of Environmental Principles, which may
be viewed oniine at www.knightridder.com/environment. Adopted by the
Knight Ridder Board in 1991, it says, in part, “We wili assign responsibility
for environmental activity oversight to a senior campany executive. We
will perform periodic reviews and audits to help assure that effective
programs and practices are consistent with these principles. Ultimate
oversight of our environmental activities will be entrusted to a committee
of the Board of Directors)
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PORPULATION (MSA) 51 miilion look at pegpie and events has shown strong acceptanca by readers
METRO MARKET 4thlargest in US.
2001 REVENUE $5269 million
PENETRATION (City Zone)

Inquirer 200%

Daily News 16.8%

Sunday 4256%

and advertisers.
Daily Mews redesign - The paper was successiuliy rede-
signed to appeal to a wider audience and to
empnasize the newspaper’s daily newsmagazine
philosophy. Readers accepted the new look and
smaller page size well.

3 Broad Street Publishing — PNY’s maga-
zine publishing division held a steady profit
margin on revenue of $4.2 miilion. Pians are
being made to add four titles o the existing

five and to expand a publication targeted at
the active aduit housing market.
Advertising revenue in 2001 was down

Phitadelphia Newspapers, Inc. (PN}, publishes two of
the most respected and nationally acclaimed news-
papers in the country: The Philadeiphia inquirer and
the Philadelphia Daily News. The inquirer, Philadel-
phia's largest newspaper, long rencwned for its
excellence in reporting, has wan 18 Pulitzer Prizes.
The Daily News, the city’s second-iargest news-
paper, is embraced by readers for its in-depth
sports coverage, local investigative reporting
and editorial flair.

The primary market area for these two
papers spans nine counties throughout southeast-
ern Pennsylvania and southwestern New Jersey. The
region contains more than 1.9 million househalds,
making it the nation’s fourth-largest metropolitan

due to an econoric slowdown that wors-
ened after the terrorist attacks.

Retail revenue was further impacted by
advertiser bankruptcies in the consumer
electronics and computer categories. Na-

tianal revenue performed below that of the prior year
due to the decline in high-tech business and in the
transportation/travel segment. Classified revenue was
hit hardest from the siowing economy, with sharp

g/.?‘

area. Publisher Bob Hall iosses in empioyment revenue. On a positive noie, auto-
Highlights for 2001: motive, telecommunications and pharmaceuticals grew, albeit
streetsmart— This high-tech Total Market Coverage program, featured ot enough 1o offset the losses in recruitment advertising.

in the June 18 edition of Editor & Publisher, generated $4.2 million in The popuiation of the Philadelphia Primary Meiropalitan Statistical Area

revenue from more than 250 advertisers in its first full year of operation. is expected to grow 1.1% hetween 2001 and 20086, compared with 4.3% for -

O Inquirer Magazine — A new weekly magazine combines the popular  the United States. In 2001, Philadelphia had per capita income 13.5% above
Inguirer Magazine and TV Week. With longer shelf life, shorter deadlines,  the U.S. average; in 20086, it is projected to be 12.6% abeve.
premium ad positions and an expanded audience, this provocative freshi

This table presents the average audited circulation for The Phifadelphia Inquirer and Phifadefphia Daily News for the years ended WMarch 2001, 2000 and
1999, Advertising linage and revenue amsunts are for the fiscal years 2001, 2000 and 1993,

2001 2000 1999
Inquirer Dajly News Inguirer Daily Newvrs Inguirer Daily NewL
Average Circulation
Daily 388,671 140,229 395,152 147,641 407,426 151,822
Sunday 778,657 811,209 838,296
Advertising Linage {In 000s of six-colurnn inches)
ROP Full-Run
Retail 801.8 292.8 1,004.5 KIavs 989.1 363.5
General 274.7 85.9 329.2 116.6 3173 100.8
Classified 594.3 451.6 694.7 438.5 781.7 379.4
Totat 1,670.8 830.3 2,028.5 926.8 2,088.1 843.7
Combined Combined Combined o
Advertising Revenue (In 00Qs)
Retail $169,945 $179,562 $179,766
General 84,251 95,868 91,274
Classified 146,642 190,222 191,752
Total $400,838 $465,652 $462,792 J
Circulation Revenue (In 000s) $117,017 $118,123 $121,893 J
|
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POPULATION (Miami/Fort Lauderdale) 3.9 million
COMIBINED METRC MARKET 8thin US.
2001 REVENUE

Herald $3009 million

el Nuevo Herald $30.7 miliion
PENETRATION (Miami City Zone)

Herald daily 250%

el Nuevo Herald daily 9.7%

Herald Sunday 346%

el Nuevo Herald Sunday 10.5%

The Miami Herald Publishing Co. (MIHPC) is Fiorida's
largest newspaper company. It publishes The Miami
Herald, el Nuevo Herald, an International Edition of
The Miami Herald, in-flight magazines, hotel tourist
books, an apartment real estaie magazine and two
weekly free-distribution magazines, StreetMiami
and The Jewish Star Times.

The Miami Herald is sold in South Florida and 33
Latin American and Caribbean countries. Ei Nuevo Her-
ald serves the growing Spanish-speaking population of South Florida and
is the nation’s second-largest Spanish-ianguage publication. ltis generally
considered the premier Spanish-tanguage newspaper in the United States.

Year-over-year advertising revenue deciined by low single digits. The
major contributors were a softening economy and the deciine in travel
and tourism. Retail advertising grew by low single digits. General adver-
tising posted low single-digit growth due to gains in travel and autometive.
Declines in recruitment advertising led to a decline in classified in the low
double digits, Herald Direct, the direct marketing company, grew more
than 20%. El Nuevo Herald revenue grew in the mid single digits on the
strength of double-digit retail advertising gains. The in-flight magazine
and hotel book business doubled.

Publisher Alberto Ibargiien

During 2001, MHPC:

{3 Conducted, along with USA Today, the first authgoritative
detailed review of the 2000 presidential bafloting in Fiorida. The
review provided impetus to the Florida Legislature’s election
reform.

Won the Pulitzer Prize for breaking news for the
coverage of the INS raid that led to the removal of Elidn
Gonzalez from the home of relatives in Miami and his
return ic Cuba.
Broke stories about the activities of
terrorists in South Florida and scooped
competitors with coverage of anthrax in the
region.
F Launched an initiative to sell print and
online recruitment advertising and branded the
Sunday recruitment section CareerBuilder.

B Signed contracts for new hotel books to expand
reach into Latin American and Caribbean travel and
tourism sectors.

Signed an agreement to produce the in-fiight mag-
azine for American Eagle — the world’s largest regional carrier.

[ Started Heraid Integrated Marketing, which places advertising
across all media.

3 Published a number of profitable special sections in el Nuevo Herald
focusing on Venezuela, Panama, Colombia and Central America.

Implemented incentives that maintained revenue levels in the Travel
and Cultural Arts advertising categories.

A new entertainment/shopping complex is under construction in Coral
Gables, and plans are in the works for another mall in West Miami-Dade.

The Miami-Fort Lauderdale combined population is expected to grow
6.6% between 2001 and 2006, compared with 4.3% for the United States.
in 2001, the area had per capita income 11.7% below the U.S. average; by
2006, it is projected to he 18.6% below.

linage and revenue amounts are for the fiscal years 2001, 2000 and 1999.

This table presents average audited circulation for The Miami Herald and el Nuevo Herald for the years ended June 2001, 2000 and 1999. Advertising

2001 2000 1999
Miami el Nuevo iami ef Nuevo Miami el Nuevo
Herald Herald Herald Herald Herald Herald
Average Circulation
Daily 314,445 88,317 326,411 87,071 327,387 81,941
Sunday 430,080 95,941 441,561 95,075 448,897 88,940
Advertising Linage (In 000s of six-column inches)
ROP Fuli-Run
Retail 822.2 148.9 870.7 121.1 486.2 414.0
General 2515 31.3 396.1 57.7 193.8 149.0
Classified 828.5 113.2 858.1 104.4 4625 349.8
Total 1,902.2 293.4 2,124.9 283.2 1,142.5 g12.8
Advertising Bevenue (in 000s)
Retai! $115,427 $12,566 $113,182 $10,232 $111,734 $10,115
General 55,610 5444 54,688 5,616 49,134 4,979
Classified 88,634 6,587 99,375 6,741 98,808 6,221
Total $259,671 $24,597 $267,245 $22,589 $259,674 $21,315
Circulation Revenue (In 000s) $ 38,650 $ 6,070 $ 39,156 $ 5,250 $ 40,817 $ 5133

-

28 Knight Ridder




POPULATION (MSA) 1.8 million
METRO MARKET 28th largest in US.
2001 REVENUE $274.3 mitlion
PENETRATION (A newspaper-designated market,
a five-county area comparabie 1o a City Zong)

Daily 381%

Sunday 52.5%

The Kansas City Star serves the Kansas City
mefropolitan area. The Star’s primary mar-
ket consists of 11 counties in Kansas and
Missouri.

Advertising revenue was down
slightly in 2001, Economic condi-
tions, including slowed job
growth, affected revenue in clas- / »
sified recruitment advertising. In
retail, large-account advertising
showed gains. Genera! advertising was up 15%.

During 2001, The Star:

[ Worked to increase subscription retention.

Redesigned Preview, the entertainment section.

F3 Launched Arts, a niche publication focusing on the fine arts
community.

Developed a women's fecture series event,

I Strengthened community ties to content through more than 10 in-
depth special reports, some of which resulted in huge public response
and local governmental action.

Won three of journaiism’s mosi prestigious awards:

(1) The Goldsmith Award for investigative Reporting, given by Harvard
University’s John F Kennedy Schoof of Government to reporter Karen Dillon

Publisher Art Brisbane

for a series about police nationwide violating state law to keep
millions of dollars in forfeited drug money; {2) The Society of
Professional Journalists/Sigma Deita Chi Excelience in Jour-
nalism Award, given to Judy Thomas for an
investigative series on the Cathelic priest-
hood and the AIDS epidemic; and (3) The

National Headliner Award for features,

given to Eric Adler for a series about an

underprivileged cheerleader’s dreams of
going to college.

Kansas City Star Books added seven
titles to its list of regional books in 2001, includ-
ing further expansion of its highly successful

series focusing on historical Kansas Gity Star quilt
patterns,
Kansas Gity mirrored the economic conditions pres-
ent throughout the country, but in some cases to a lesser
degree. Rising levels of unemployment were below those seen
nationally. By comparison, the national jobiess rate in October was
5.4% versus the Kansas City market rate of 3.9% for the same period.

Many strong econemic factors are present in the Kansas City market.
Severa! large businesses are maintaining and even increasing eperations
in the Kansas City area, including H&R Block, Kohl's, John Deere and State
Street Bank. In addition, the influx of new home morigages and loan
refinancing have telped the Kansas City home market remain steady.
Kansas GCity’s cost of living consistently falls befow the U.S. average.

The population of the Kansas City Metropolitan Statistical Area is
expected to grow 3.9% between 2001 and 2006, compared with 4.3% for
the United States. Kansas Gity in 2001 had per capita income 6.9% above
the U.S. average; in 20086, it is projected to be 7.6% above.

This table presents the average audited circulation for The Star for the years ended March 2001, 2000 and 1999. Advertising linage and revenue amounts

are for the fiscal years 2001, 2000 and 1993,

1 2001 2000 1999
Average Circulation
Daily 274,152 281,270 287,476
Sunday 386,805 395,214 401,262
Advertising Linage (in 000s of six-column inches)
ROP Full-Run
Retail 757.2 880.0 962.7
General 164.4 153.1 1336
Classified 1,1021 1,082.3 1,105.9
Total 2,023.7 21154 22022
Advertising Revenue ([n 000s)
Retail $110,156 $112,218 $105,936
General 25,001 21,718 18,948
Classified 74,923 89,057 84,546
Total $210,080 $222,994 $209,430
Circulation Revenue (in 000s) $ 57,788 § 56,356 | $ 56,707
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POPULATION (MSA) 17 million
METRO MARKET 3ist largest in US.
2001 REVENUE $266.7 milion
PENETRATION (City Zone)

Daily 48.7%

Sunday 52.3%

The San Jose Mercury News, the newspaper of Silicon Valley, serves one
of the most prosperous and diverse markets in the nation. Circulation is
concentrated in Santa Glara County, which includes San Jose, Califor-
mia’s third-largest city, and Paio Alto, the home of Stanford University.
The region is the world leader in technology, receives one-third of the
nation's venture capital and ranks secend nationally in exports.

The Silicon Valley economy has heen hit hard by decreasing technal-
ogy sales and the dot-com bust. Help-wanted adveriising has been
impacted most, suffering a more than 50% loss versus prior year,
Looking ahead into 2002, this category is expected to remain
soft as technology companies continue to tightly control
COsis,

National advertising aiso declined in 2001, particu-
larly in categories having
to do with technolagy:
computer hardware and
software, dot-com and telecom-
munications. The primary growth strategy in national is
“the Bay Area buy” in which Mercury News
and Contra Costa Times advertising is
sold as a package. This provides
national advertisers the best demo-
graphics in the Bay Area and gives
Knight Ridder newspapers a competi-
tive edge in the markeiplace.

To stem market losses in reiail, programs were

Publisher Joe Natol

put in place to drive {reguency. Heading into 2002, retail’s focus will be
primarily on midsize accounts, where decision-makers are local and
significant advertising budgets exist with other media.
in 2001, there was an 86% increase in real estate advertising. This
occurred as home sales slowed, leadinyg Realtors to advertise to move
inventory. New products and sales initiatives are planned to keep the
category growing in 2002.
Some highlights of the year:
i Increased editorial coverage of the Peninsula, an afflu-
ent area between San Francisco and Santa Clara County.
Expanded sports section, including NFL Monday and
high-school sporis.
E3 Arrival of nationally acclaimed sports columnist
Skip Bayless.
Doubling of pay-by-credit-card subscrip-
tions, improving retention.
EJ Conversion to a 50-inch web press
format.
B3 Reduction of expenses, including a
voluntary buyout program.
Job growth in the San Jose Primary
Metropalitan Statistical Area (PMSA) is
expected to be 2.9% between 2001 and
2005, with an additional 30,000 jobs cre-
ated between now and 2005 (Source:
Economy.com, Sept, 24, 2001).
The population of the San Jose Primary
Metropolitan Statisticai Area is expected to grow
4.2% between 2001 and 2006, compared with
4.3% for the United States. In 2001, San Jose had
income per capita 57.6% above the U.S. average; in
2008, it is projected to be 62.7% above.

This table presents average unaudited circulation for the Mercury News for the year ended September 2001 and audited circulation for the years ended
September 2000 and 1299. Advertising linage and revenue amounts are for the fiscal years 2001, 20600 and 1999,

2001 2000 1999
Average Circulation
Daily 276,166 287,383 289,413
Sunday 309,520* 326,839 332,669
Advertising Linage (In 000s of six-column inches)
ROP Full-Run
Retail 1,067.7 1,097.0 1,042.3
General 287.9 458.3 3799
Classified 1,400.9 1,696.2 1,534.1
Total 2,756.5 3,251.5 2,956.3
Advertising Revenue (in 000s)
Retail $ 76,500 $ 81,199 $ 79,220
Generat 36,797 54,130 43,502
Classified 116,987 171,750 144,266
Total $230,284 $307,079 $266,988
Circulation Revenue (In 000s) $ 28,671 $ 30,732 $ 32,212

* 2001, unaudited
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POPULATION (MSA) 17 million Buring 2001, the Star-Telegram: -

COMBINED METRO MARKET 30th largestin US. £ Fine-tuned its highly successful, infenseiy zoned approach to local

2001 REVERNUE $2361 million news, advertising and customer service.

PENETRATION (City Zone) £3 Consalidated both breaking and feature-oriented local and com-
Daily 349% munity news into a live news section on Sunday.

Sunday 47.7%

Saw the ciosure of a major daily competitor, the Arfing-
ton Morning News, after a five-year battie; it became a zoned
section in the Dallas Morning News five days a week.

B Continued product enhancements based on extensive
reader input, creating a number of fasier-read news
options and providing more utilitarian informa-

tion (e.g., health, personai finance, family
matiers, persena!l technology, etc.) in a daily
“News 2 Use” page.

Despite the national economic

The Star-Telegram serves the western portion of the Dallas/Fort
Worth market. The four-county Fort Worth/Arlington market is the
third largest in Texas and is projected to be one of the natien’s 10
fastest-growing major meiropolitan areas over the next five
years in terms of both popuiation and jobs.

Gverali revenue was down due to the losses sustained
in heip-wanted advertising. Operating income deciined
slightly despite aggressive cost conirol measures.

Retail revenue was up slightly due to continued
growth in preprints and new retailers moving into the
market. This growth was able to overcome signif-
icant losses from several major retailers that
closed in 2001.

General revenue was also up marginaliy
in 2001, due primarily to the pharma- ‘f.
ceutical category and to Texas’
deregulation of the energy industry.

Classified revenue was down
overali, again as a resuit of double-
digit losses in help wanted; but it was
somewhat mitigated by significant gains in
automotive and real estate. Local unempioyment

downturn and selected local industry
and retail shortcomings, the diversi-
fied local economy continues to
operate above national and state
norms. Acrgss a broad spectrum of
agrospace, airlines, telecommunications,
business services, technology, financial ser-
vices and maore, Fort Worth/Arlington is ideally
positioned for continued growth. The number of jobs
continues at record levels, with greater than 2% growth
stiil projected for 2002, Fort Worth is home to such Fortune 560
companies as American Airlines, RadioShack Corporation and Bur-
fington Northern Santa Fe Railvoad.

Fort Worth/Ariington’s population is expected fo grow 7.4% hetween
increased to nearly 4.5% from 3% during the year, Publisher Wes Turner 2001 and 2006, compared with 4.3% for the United States. in 2001, Fort
but new home construction grew more than 10% Worth/Arlington had per capita income 8.3% anove the U.S. average; in
for 2001, 2008, it is projected to be 9.8% abova.

Circulation revenue was up more than 3% for the year.

7/

This table presents the average audited circulation for the Star-Telegram for the years ended March 2001, 2000 and 1999, Advertising linage and revenue
amounts are for the fiscal years 2001, 2000 and 1999.

2001 2000 1999
Average Circulation
Daily 235,622 239,979 244 999
Sunday 331,058 334,601 342,353
Advertising Linage (in 000s of six-column inches)
ROP Full-Run
Retail 881.0 994 % 1,168.5
General 145.0 141.4 109.6
Classified 1,356.4 1,314.2 1,228.7
Total 2,3824 2,450.2 2,506.8
Advertising Revenue {in 000s)
Retail $103,096 $101,057 $100,280
General 20,095 19,902 15,727
Classified 78,834 84,693 79,615
Total $202,025 $205,652 $195,622
Circulation Revenus {In 000s) $ 30,833 $ 28,918 $ 30,105
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POPULATION (MSA) 4.5 million
PRETRO MARKET 6&th targest in US.
2001 REVENWE (50% of Detroit Newspapers’ revenue)”
$2080 million
PENETRATION (City Zone and Retall Trading Zone)
Free Press 169%
Detroit News 10.9%
Sunday 34.8%

The Detroit Free Press is Michigan’s largest
and oldest daily newspaper and is sold
primarily in the six-county area sur-
rounding Detroit. 1t covers and is sold
throughout the state; Windsor,
Ontario, Canada; and Toledo, Ohio.
Its daily online Web sites are
considered authoritative and
receive hundreds of thousands
of page views daily.

The Detroit Free Press is
published in combination with
The Detroit News by Detroit Newspapers
(DN), a joint aperating agency farmed in 1989
to combine the business operations of the two pariners, Knight Ridder
and Gannett Co. The profits {or losses) are split equally. The Free Press,
owned by Knight Ridder, is a morning paper; The News, owned by Gannett,
is an evening paper. On weekends and holidays they publish combined
editions. The Sunday paper ranks seventh in circuiation in the nation;
the daily Free Press ranks 18th. Circulation grew 1.3% in 2001,

Detroit is home to world headauariers for General Motors and Ford
Motar Company, as well as DaimlerChrysler’s North American operations.
The fviichigan economy faces some stiff challenges in the year ahead.

Publisher Heatl Meriwether

in 2001, the Free Press:

I Produced the top-selling book for the city’'s 300th
anniversary {while the Free Press celebraied its 170th
birthday).

Took a hard look
at the number of pris-
oners who had died in

police custody through-
out the Metro area and
found that many deaths were
avoidabie — caused by inade-
quate medical treatment or failure
to monitor suicidal prisoners. The
stories prompted law enforcement
agencies to revise their poiicies.

= Received a $536,000 grant from The
Skiliman Foundation to deliver Yak’s Corner
and the Free Press to every third-, fourth- and
fifth-grader in Detroit. Average daily circulation will
increase by several thousand under the two-year grant.

Significant market developnients inciuded:

Construction of a foothaii stadium, to open downtown in 2002,

3 The announcement that Compuware, the world’s eighth-largest soft-
ware company, will open its new downtown Detroit headquariers in 2003.

Circulation has continued to rise. Circulation as of March 30, 2001, was
at approximately 68% of the level prior to a 1995 sirike for the daily Free
Press and §6.7% of the combined Sunday paper.

The population of the Detroit Primary Metropolifan Statistical Area is
expected to grow 1.1% between 2001 and 2008, compared with 4.3% for
the United States. In 20901, Detroit had per capita income 10.8% above the
U.S. average; in 2008, it is projected to be 11.4% above.

The foliowing tabfe shows average audited circuiation for the Free Press for the years ended March 31, 2001, 2000 and 1999, Advertising linage and

revenue amounts are for the fiscal years 20061, 2000 and 1889,

] 2001 | 2000 1999
Average Circulation
Morning (Detroit Free Press) 365,168 362,841 373,667
Evening (The Detrait News) 237,697 239,503 240,126
Combined editions:
Saturday 555,724 581,380 594 247
Sunday 743,293 764,391 791,404
Advertising Linage (in 000s of six-cofumn inches) *
ROP Full-Run
Retait 423.6 487.2 520.8
General 162.5 1925 167.4
Classified 609.4 584.1 621.6
Total 1,195.5 1,263.8 1,309.8
Advertising Revenug {In 000s)*
Retail $ 75,411 $ 79,217 $ 82,0086
General 27,549 31,303 28,264
Classified 43,988 57.440 64,082
Total $151,948 $167,960 $174,352
Circulation Revenue (in 000s)~ $ 51,205 % 51,832 $ 53,083

" This table provides revenus and Hnage figures for Knight Ridder's share of Detroit Newspapers. In ali other parts of this report, under new FASE guidelines, Knight Ridder’s share

of revenue and expenses is includzd as a net amoeunt in the “cther revenueg™ line.
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POPULATION (MSA) 1.5 million in classified, lower interest rates fueled growth in automotive and lower-
METRO MARKET 41st largest in US. ent real estate. Recruitment revenue worsened as layoffs continued. The
2001 REVENUE $1324 million iargest upscale mali spent the year under construction and plans expan-
PEMETRATIORN (City Zone) sion to include two new majer department stores — Nordstrom and Saks.

Daily 46.0% But the slowing economy delayed openings.

Sunday 560% Categories driving the economy are finrancial, business service,
distribution and manufacturing, Fortune 500 headquartered
firms are Bank of America, First Union/Wachovia, Royat

insurance, Goodrich Corperation, Dule Energy
and SPX.

Product improvements and additions in
2001
3 Gonversion fo 58-inch web and

The Charlotte Observer, the largesi-circulation daily
between Washington, D.C., and Atlanta, serves
22 counties in the central Carolinas, with a
primary market area of nine counties. A
regional, general interest newspapey, it
provides local, regional, national and
international coverage, with emphasis on
business, health care, sports and religion.

Significant recent evenis for The
Ghserver:

3 24 awards from the North Carolina
Press Association; Society of Professional
Journalists Green Eyeshade Award for Best
in Show; Society for News Design siiver
medal.

Major investigative stories: Death at the
Track, examining safety issues in motorsports;
Grave Secrets, revealing medical examiner
problems in North Carolina; On Guard for the
Elderfy, unmasking scams preying on seniors.

complete redesign of the newspa-
per’s format.

B} Introduction of Real Estate
Record, covering the region’s
commercial market.

Beginning Mortgage Trak,
an in-paper and online mortgage
service introduced in Charlotte

and expanded to three other Knight
Ridder markets.

E] Strengthening of the circula-
tion Newcomer Program to deal better with
market growth.

Charlotte fVietropolitan Statistical Area

The region's strong economic engine slowed popuiation is projected to grow 8.3% between 2001

. . Publisher Peter Ridder .

in 2001. On top of the national siowdown, redtic- and 2006, compared with the U.S. average of 4.3%.
tions at major banks created unease. Retail In 2001, the per capita income was 9.9% above the U.S.
advertising gained primarily with small local retailers. average; in 20086, it is projected to he 13.8% above.

This table presents average unaudited circulation for The Charlotte Observer for the year ended December 2001 and average audited circulation for the
years ended December 2000 and 1998. Advertising linage and revenue amounts are for fiscal years 2001, 2000 and 1599.

2601 2000 1999
Average Circulation
Daily 238,161* 242,125 245,735
Sunday 292,575* 294,666 298,803
Advertising Linage (In 000s of six-column inches)
ROP Fuli-Run
Retail 769.2 793.4 899.8
General 173.9 186.6 162.7
Classified 891.1 951.2 9431
Total ' 1,834.2 1,931.2 2,005.6
Advertising Revenue (In 000s)
Retait $ 70,763 $ 68,717 $ 70,071
General 16,271 16,084 13,613
Classified 63,824 76,020 77,669
Total $150,858 $160,821 $161,353
Circulation Revenue (In 000s) $ 26,292 $ 26,725 $ 26,930

* 2001, unaudited
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EQUITY AND MINORITY-OWNED INVESTMENTS
Knight Ridder has partial ownership interests in a number of companies.

Wewspapers: 50% of Detroit Newspapers under a 1989 joint operating
agreement with Ganneti Co., Inc. The news and editorial functions of the
Detroit Free Press and The Detroit News are separate and independent.

49.5% of the voling common stock and 85% of the nonvoting comman
stock of Seattle Timas Company, which pubiishes newspapers in Seattle
and the Northeast.

Newspriné: 33.3%, with Cox Enterprises and Media Genera!, Inc., of
SP Newsprint Co., which operates newsprint mills in Georgia and Qregon.

13.5%, with eight partners, of Ponderay Newsprint Company, which
operates newsprint mills in Washington. The managing partner, with 40%
ownership, is Bowater, Inc.

Electronic Media: 48.1%, with Tribune Co., of Career Holdings, Inc.,
which owns GCareerBuilder, Inc., the fastest-growing recruitment and
career-advancement source for emplovyers, recruiters and job seekers —
in print and online.

19.2%, with Gannett Co., Inc,, The McGlatchy Company, The New York
Times Company, Tribune Co., The Washington Post Company and A. H.
Belo Corporation, of Ciassified Ventures, Inc., which operates a national
network of online classified advertising in the real estate and automotive
categories. )

33.3%, with Ganneit Co,, Inc., and Landmark Communications, Inc., of
InfiNet Company, a Web hosting and application service provider for online
publishers.

in addition, Knight Ridder has minority investments in a few Internet-
related companies.

Other: 50%, with Tribune Co., of Knight Ridder/Tribune Information
Services, Inc., which offers news, photos, graphics, news animations and
Web packages to media companigs.

50%, with Tribune Co., of Newscom/PressLink LLC, which provides
online access 10 news wires, features, graphics and photographic content
to the media.

33.3%, with The New York Times Company and Advance Publications,
inc., of Media Consoriium LLC, a media company purchasing consortium.

31.1% of the voting stock of Newspapers First; the balance is owned by
a group of major-market independents. I is responsibie for the sale and
servicing of national advertising accounts in 11 of Xnight Ridder’s largest
markets.

The company has no material obligations to these interests except as
described in Note 13 — “Commitments and Contingencies,” page 60.

DEVELOPMENT, DIVERSITY
AND EMPLOYEE RELATIONS
Knight Ridder is a teader in human resources deveiopment. The company
is dedicated to helping employees realize their full potential through
continuous learning.

Opportunities are highlighted in the annual Leadership Development
Review process, which assesses the depth of ieadership talent, Employees
of exceptional promise are recommended for developmental experiences.

Special programs help meet business objectives. Circulation Leadership
Development haips circulation managers become more market-driven.
Basic selling skills and solid industry-specific training strengthen the
partnership between advertising salespeople and their customers. Semi-
nars for assigning editors strengthen skiils at the heart of fhe newsroom.
Executive leadership programs, targeled to top executives, are intensive
explorations of critical issues directly connected o Knight Ridder’s stra-
tegic initiatives.

Knight Ridder feaches people to facilitate management, team, adver-
tising sales, and diversity training programs at their newspapers. The
Knight Ridder Talent Bank provides the means for employees with partic-
ular areas of expertise o share their knowiedge at other newspapers.

Knight Ridder has a long-standing commitment o increase the rofe of
women and minorities in its businesses and reflect the diversity of the
communities it serves. Managers are evaluated on the progress they make
toward significantly increasing the pool of women and minority members
who are qualified to fill key positions. The company’s diversity initiatives
were recognized in 1995-96 by Catalyst, a research organization that
works with businesses nationally to help women advance, and Knight
Ridder was named one of the 50 Best Companies for Asians, African-
Americans and Hispanics by Fortune magazine.

A Minority Hiring Program helps fund scholarships, internships and
strategic positions. Development and advancement of women and minor-
ities to the highest levels also are supported by Corporate.

Approximately 37% of the company’s more than 19,000 fu(l-time equiv-
alent employees are represented by approximately 70 local unions and
work under multiyear coliective bargaining agreements. Individual news-
papers that have one or more coliective bargaining agreements are in
Akron, Detroit, Duluth, Fort Wayne, Grand Forks, Kansas Gity, Lexington,
Monterey, Philadelphia, St. Paul, San Jose, State Coliege and Wichita.
During 2002, there will be negotiations o extend collective bargaining
agreements at six newspapers.

Knight Ridder is an equal opportunity employer. Specific policies
prohibit discrimination and harassment of any kind, including sexual
harassment. Knight Ridder is commitied to positive, productive employee
relations.

SOURCES OF INFORMATION

Population and househo'd figures, including 2006 estimates, are from
Claritas, as of its November 2001 Compass release. Metropolitan Statis-
tical Areas, as defined by the U.S. Office of Management and Budaget, are
used for newspaper markets uniess otherwise indicated.

Newspaper household and circulation data for 2001 are from the latest
available annual audit reporis from the Audit Bureau of Girculations. If no
2001 audit report has been finalized, the 2000 audit report has been used.

Advertising linage is from company records, Where necessary, certain
previously reported statistics have been restated to be consistent with
measurement guidelines currently used.
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The foliowing information was compiied from the consolidated financial statements of Knight Ridder and its subsidiaries. The consoiidated financial
statemenis and related noles and discussions for the year ended Dec. 30, 2001 (pages 38 through 60), should be read fo obtain a better understanding
of this information.
Compound Growth Rate Dec. 30 Dec. 31 Dec. 26
(In thousands, except per share data and ratios) 5-Year 10-Year 2001 2000 1999
Summary of Operations
Operating Revenue
Advertising 6.3% 5.8% $2,254,422 52,507,836 $2,353,520
Circulation 2.3 2.9 512,309 523,856 525,686
Other 15.2 14.3 133,478 180,075 154,569
Total Cperating Revenue 5.9 5.4 2,900,209 3,211,767 3,033,775
Operating Costs
Labor, newsprint and other operating costs 54 4.9 2,253,881 2,355,398 2,229,410
Depreciation and amortization 10.2 8.5 184,573 187,597 182,943
Total Operating Costs 5.7 5.1 2,438,454 2,542,995 2,412,353
Operating Income 6.7 7.5 461,755 668,772 621,422
Interest expense 6.6 39 (100,833 (116,652) (97,444
Other, net 1.3 41 (53,523) (26,830 44,037
Income taxes, net 0.4 6.1 (122,575) (210,927) (228,076)
Income from continuing operations 0.1 42 | 184,824 314,363 339,939
Biscontinued BIS operations ™ !
Cumulative effect of changes in accounting principles®
Net income 7.2) 34 $ 184,824 $ 314,363 $ 339,939
Operating income percentage (profit margin) 15.9% 20.8% 20.5%
Share Data
Basic weighted-average number of shares 76,074 75,370 80,025
Diluted weighted-average number of shares 85,694 89,105 97,460
Earnings per share
Basic:  Continuing operations 3.8 7.0 $2.33 $4.02 $4.07
Discontinued BIS operations !
Cumulative effect of changes in accounting principles @
Net income (3.5) 6.1 2.33 4.02 4.07
Diluted: Continuing operations 2.6 6.2 $2.16 $3.53 $3.49
Discontinued BIS operations ¥
Cumulative effect of changes in accounting principles @
Net income 4.7 55 2.16 3.53 3.48
Dividends declared per common share @ 11.3 36 1.00 0.92 0.89
Common stock price: High 6517 59.81 65.00
Low 52.00 4413 46.00
Close 6517 56.88 58.94
Shareholders’ equity per common share 8.8 5.6 $18.50 $18.09 $19.07
Price/earnings ratio @ 30.2 16.1 16.9
Adjusted price/earnings ratio® 234 15.4 17.9
Other Financial Data
Treasury Stock Purchases: Number of shares 2,994 9,049 3,704
Cost $ 171,795 $ 464,835 $ 210,141
Payment of cash dividends 84,198 81,002 85,526
Ratio of earnings to fixed charges® 4.1 53 6.2
At year end
Total assets $4,213,376 $4,243,526 $4,192,334
Total debt 1,613,954 1,672,272 1,300,754
Shareholders’ equity 1,560,288 1,541,470 1,780,684
Return on average shareholders' equity ™ 11.9% 18.9% 19.7%
Total debtsiotal capital ratio 50.8% 52.0% 42.2%
(1) Results of operations of the company’s Business Information Services (BIS) Division (discontinued in 1997) and the gains on the sales of BIS companies are presented as
“discontinued BIS operations.”
(2) For 1995, the cumulative effect of change in accounting principle refates to the implementation of FAS 116 — Accounting for Contributions Received and Contributions Made.
For 1892, the cumulative effect of changs in accounting principie relates to the implementation of FAS 109 Accounting for Income Taxes and FAS 106 - Accounting for
Postretirement Benefits Other Than Pensions.
(3) On Jan. 28, 1997 the Board of Directors declared a $.20 per share dividend. The quarterly dividend previously paid in January was paid on Feb. 24, 1997, to shareholders
of record as of the close of business on Feb. 12, 1997,
(&) Price/earnings ratio is computed by dividing closing market price by diluted earnings per share.
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Dec. 27 Dec. 28 Dec. 29 Dec. 31 Dec. 25 Dec. 26 Dec. 27 Dec. 29
1998 1997 1996 1995 1894 1993 1992 1991
$2,222,597 $2,060,772 $1,658,336 $1,534,761 $1,414,343 $1,324,312 $1,294,944 $1,284,748
533,340 521,135 457,306 444 506 426,799 418,726 406,388 386,363
L 139,617 103,515 65,913 32,788 91,818 69,689 47,747 35,100
2,895,554 2,685,422 2,182,555 2,012,056 1,932,960 1,812,727 1,748,079 1,706,211
2,209,819 2,029,587 1,735,639 1,691,655 1,534,496 1,460,563 1,408,480 1,401,750
181,112 149,802 113,778 92,134 90,310 90,712 84,144 81,375
2,390,931 2,179,389 1,849,417 1,783,789 1,624,806 1,551,275 1,492,624 1,483,125
504,623 506,033 333,138 228,267 308,154 261,452 256,455 223,086
(105,936) (102,662) (73,137) (59,512 (44,216) (44,403) (52,358) (68,806)
109,229 290,481 50,208 14,062 1,799 2,987 13.855 35,820
(202,285) (297,348) (124,829) (72,861) (106,493) (83,281) {82,496) (67,965)
305,631 396,504 185,380 109,956 159,244 136,755 135,456 122,135
60,226 16,511 82,493 57,426 11,656 11,334 10,630 9,933
(7,320 (105,200)
$ 365,857 $ 413,015 $ 267,873 $ 160,062 $ 170,800 $ 148,089 $ 40,886 $ 132,088
17.4% 18.8% 15.3% 11.3% 15.9% 14.4% 14.7% 131%
78,882 88,475 96,021 99,451 107,888 109,702 108,948 102,586
98,176 101,314 97,420 100,196 108,551 110,663 110,356 103,594
$3.70 $4.40 $1.93 $1.11 $1.48 $1.25 $1.24 $1.19
0.77 0.19 0.86 0.57 0.10 0.10 0.11 0.10
0.07) 0.97)
4.47 4.59 2.79 1.61 1.58 1.35 0.38 1.29
$3.11 $3.91 $1.90 $1.10 $1.47 $1.24 $1.22 $1.18
0.62 0.17 0.85 0.57 0.10 0.10 0.10 0.09
(0.07) (0.95)
3.73 4.08 2.75 1.60 1.57 1.34 0.37 1.27
0.80 0.80 0.58% 0.74 0.73 0.70 0.70 0.70
59.63 57.13 42.00 3331 30.50 32.50 32.06 28.75
40.50 35.75 29.88 25.13 23.25 25.31 25.38 21.88
50.81 50.19 39.25 31.25 25.44 29.69 29.06 25.38
$17.33 $15.65 $12.12 $11.43 $11.58 $11.33 $10.75 $10.72
13.6 123 143 19.5 16.2 22.2 78.5 20.0
19.3 21.8 216 28.4 17.3 23.9 23.8 21.5
4,725 13,824 6,219 11,508 5,045 1,500
$ 255,533 $ 643,375 $ 221,768 $ 319,363 $ 136,977 $ 40,893 3 ~ $ -
77,152 78,335 74,262 74,377 77,942 76,787 75,992 71,087
5.3 7.1 4.0 3.2 5.2 4.4 3.8 28
$4,257,097 $4,355,142 $2,860,907 $2,966,321 $2,409,239 $2,399,067 $2,431,307 $2,305,731
1,527,278 1,668,830 821,335 1,013,850 411,504 451,075 560,245 606,840
1,662,731 1,551,673 1,131,508 1,110,970 1,224,654 1,243,169 1,181,812 1,148,620
22.8% 30.8% 23.9% 14.3% 13.9% 12.2% 12.0% 12.9%
47.9% 51.8% 42.1% 47 7% 25.2% 26.6% 32.2% 34.6%

(5) Adjusted price/earnings ratio is computed by dividing closing market price by diluted earnings per share from continuing operations. For comparability purposes, diluted

earnings per share from continuing operations was adjusted to exclude refocation and work force reduction charges and gains and losses on sales, exchanges and write-

downs of investments.

(8) The ratio of earnings to fixed charges is computed by dividing earnings (as adjusted for fixed charges and undistributed equity income from unconsolidated subsidiaries)

by fixed charges for the period. Fixed charges include the interest on debt (before capitalized interest), the interest component of rental expense, and the proportionate share

of inferest expense on guaranteed debt of certain equity-method investees and on debt of 50%-owned companies.

(7} Return on average shareholders' equity is computed by dividing net income before the cumulative effect of changes in accounting principles in 1995 and 1992, including the

results of discontinued operations in 1988 through 1998, by average shareholders’ equity. Average shareholders’ equity is the average of shareholders' equity on the first day

and the last day of the fiscal year.

2001 Annual Report 37




s 0

FORWARD-LOOKING STATEMENTS

Certain statements in this annuai report and the company's annual report
on Form 10-K are forward-looking statements. These forward-loeking
statements are subject to certain risks and uncertainties that could cause
actual results and events to differ materially from those anticipated.

" Potential risks and unceriainties that could adversely affect the
company’s ability to obtain these results include, without iimitations, the
following factors: (a) increased consolidation among major retailers or
pther events that may adversely affect business operations of major
customers and depress the leve! of lecal and national advertising; (b) an
accelerated ecanomic downiurn in some ar all of the company’s principal
newspaper markets that may lead to decreased circulation or decreased
local or national advertising; (c) a decline in general newspaper reader-
ship patterns as a result of competitive alternative media or other factors;
(d) an increase in newsprint cosis over the levels anticipated; (e) tabor
disputes that may cause revenue declines or increased labor costs;
{f) disruptions in electricity and natural gas supplies and increases in
energy costs; (g} acquisitions of new businesses or dispositions of existing
businesses; (h) increases in interest or financing costs; (i) rapid techno-
logical changes and frequent new product introductions prevalent in
electronic publishing, including the evolution of the internet; and (j) acts
of war, terrorism or other events that may adversely affect the company’s
operations or the operations of key suppliers to the company.

Knight Ridder (NYSE: KRI) is the nation's second-largest newspaper pub-
lisher, with products in print and online. The company publishes 32 daily
newspapers in 28 U.S. markets, with a readership of 8.5 million daily and
121 million Sunday. Knight Ridder also has investments in a variety of
Internet and technology companies and two newsprint companies. The
company’s Internet operation, Knight Ridder Digital, creates and maintains
a variety of online services, including Rea! Cities (www.RealCities.com),a
national network of city and regional destination sites in 58 U.S. markets.
Knight Ridder and Knight Ridder Digital are situated in San Jose, Calif.

GLOSSARY OF NEWSPAPER ADVERTISING TERMS
The following definitions may be helpful when reading Manage-
ment’s Discussion and Analysis of Operations.

Retail Display advertising from local merchants, such as depart-
ment and grocery stores, selling goods and services to the public.
General Display advertising by national advertisers that promdtes
products or brand names on a nationwide basis.

Classified Locally placed ads listed together and organized by
category, such as real estate sales, employment opportunities or
automobile sales, and dispiay-type advertisements in these same
categories.

Full-run Advertising appearing in all editions of a newspaper.
Part-runm Advertising appearing in select editions or zones of a
newspaper’s market, Part-run advertising is translated into full-run
equivalent linage (referred to as factored) based on the ratio of the
circutation in a particular zone to the total circulation of a newspaper.
Run-of-press (ROP) All advertising printed on Knight Ridder
presses and appearing within a newspaper.

Preprint Advertising supplements prepared by advertisers and
inserted into a newspaper.

OPERATING COSTS AND OPERATING INCOME
As a percentage of operating revenue

< Qperating; Inco

Deprécia}tion and Amortization, 6_.4% .

Labor and Employee Benefits
40.6%

Excluding work force reduction charges, operating income was 18.6%.

ANALYSIS BY SEGMENT

The following sections discuss the segment results of the company’s
principal lines of business, newspaper and online. Online results are in-
cluded in the “Qther revenue” line of {otal revenue and consist primarily
of Web banner, classified and recruitment advertising.

Newspaper revenue is derived principally from advertising and news-
paper sales. Advertising revenue accounted for about 77.7% of con-
solidated revenue in 2001. This revenue comes from the three basic
categories of advertising — retail, general and classified. Newspaper
advertising volume is categorized as either run-of-press (ROP) or preprint.
Volume for ROP advertising is measured in terms of either full-run or
part-run advertising linage. By using part-run advertising, advertisers can
target their messages to selected geographically zoned market segments.

Circulation revenue results from the sale of newspapers. Circulation of
daily and Sunday newspapers accounted for 17.7% of consolidated reveniue
in 2001. it is reported at the net wholesale price for newspapers delivered
or sold by independent contractors and at the retail price for newspapers
delivered or sold by employees and by delivery agents who are paid a fee
for delivery of the newspapers.

Other revenue comes from commercial job printing, niche and book

pubiications, online services, newsprint waste sales and other miscelia-
NEeous sources.
Summary of Operations A summary of the company’s operations,
certain share data and other financial information for the past 11 years is
provided on pages 36 and 37. Compound growth rates for the past five-
and 10-year periods are also included, if applicable. A review of this
summary and of the supplemental information on pages 24 through 34
will provide a better understanding of the following discussion and anal-
ysis of operating results and of the financial statements as a whole. The
supplemental information ccntains financial data for the company’s larg-
est newspapers and information regarding the company’s properties,
technology and raw materials used in operations.
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NEWSPAPER ADVERTISING REVENUE
In miltions of dollars

PRETAIL L1 CLASSIFIED . GENERAL

7. 297 12,254
S 331 2,465

Retait was down 0.7%, classified was down 16.7% and general was down 10.3% from 2000 on a 52-week comparative basis.

RESULTS OF OPERATIONS: 2001, 2000 and 1999

The company’s fiscal year ends on the last Sunday of the calendar year. Results for 2001 are for the 52 weeks ended Dec. 30, resuits for 2000 are for
the 53 weeks ended Dec. 31, and results for 1999 are for the 52 weeks ended Dec. 26. The following tables set forih the resuits of operations for the
periods ended Dec. 30, 2001, Dec. 31, 2000, and Dec. 26, 1999, which are discussed in more detail on pages 40 and 41.

Change
(In thousands of dollars, except per share amounts) 2001 2000 1999 01-00 00-99
Operating revenue $2,900,209 £3,211,767 $3,033,775 9.7)% 5.9%
Operating income 461,755 668,772 621,422 {31.0)% 7.6%
Income
Before gains (losses) on investments and assets, work
force reduction, severance and relocation costs 239,023 329,436 321,146 (27.4% 2.6%
Gains {losses) on investments and assets, work force
reduction, severance and relocation costs (54,199 (15,073) 18,793
Net income $ 184,824 $ 314,383 $ 339,939 41.2)% (7.5\%
Dituted earnings per share
Before gains (losses) on investments and assets,
severance and relocation costs 2.79 3.70 3.30 (24.6)% 12.1%
Gains {losses) on investments and assets, severance
and relocation costs 0.63) (0.17) 0.19
Net income S 216 3 3.53 $ 3.49 (38.8)% 1.1%

Excluding gains and losses on investments and asset sales and work force 2001 ADVERTISING REVENUE
reduction charges, Knight Ridder earned $2.79 per diluted share from in millions of dollars

continuing operations in 2001, down $0.91, or 24.6%, from the $3.70 earned
in 2000. On the same basis, the company’s earnings per diiuted share in T '

 Fort Worth

2000 was up $0.40, or 121%, from the $3.30 earned in 1999. ‘ S T
Star-Telegram | The Kansas City Star.

$202 Soseto

Seven of the iargest newspaper companies brought in 70% of total
newspaper advertising revenue.
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NEWSPAPER DIVISION

Operating Revenue The following table summarizes the results of Operating Revenue, average circulation and related full-run ROP linage statistics for

the periods ended Dec. 30, 2001, Dec. 31, 2000, and Dec. 26, 1999,

2000 Change.
In thousands 2001 53 Vleeks 52 Weeks 1999 01-00* 00-99*
Operating revenue
Advertising
Retail $1,073,789 $1,104,767 $1,081,188 $1,065,971 (0.7 % 1.4%
General 297,033 336,613 331,010 289,894 (10.3)% 14.2%
Classified 883,600 1,066,457 1,052,956 997,656 (16.1)% 5.5%
Total 2,254,422 2,507,837 2,465,154 2,353,521 (8.5)% 4.7%
Circulation 512,309 523,856 514,053 525,686 {0.3)% (2.2)%
Other 91,443 134,896 133,733 123,172 (31.6)% 8.6%
Total operating revenue $2,858,174 $3,166,589 $3,112,940 $3,002,379 8.2)% 3.7%
Average circulation
Daily 3,811 3,803 - 3,934 (2.4)% 0.8)%
Sunday 5,155 5,300 - 5,378 (2.7)% (1.4%
Advertising linage "
Full-run
Retail 16,959 18,231 - 18,355 (7.0)% 0.7)%
General 2,843 3,432 - 2,730 (17.2)% 25.7%
Classified 19,364 20,798 - 19,847 6.9% 4.8%
Total full-run 39,166 42,461 - 40,932 {7.8)% 37%

* Excluding the 53rd week in 2000 for revenue amounts only
(1) Circulation and linage statistics are not presented on a 52-week basis.

CGompared with 2000 on a 52-week basis, retail advertising decreased
0.7% on a 7.0% tull-run ROP linage decrease during 2001. Akron, San Jose
and Philadelphia were responsible for most of the decrease, down 5.9%,
5.8% and 5.4%, respectively. The weak resulls were due primarily to
consofidations and bankrupicies in major markets. From 1999 to 2000,
retail revenue increased 1.4% on a fufl-run ROP deciine of 0.7%.

General advertising revenue deciined 10.3% on a 17.2% decrease in
full-run ROP Contra Costa, San Jose and Philadeiphia had the largest
impact, with declines of 41.3%, 32.0% and 12.1%, respectively. General
advertising saw an 85% fail-off in dot-com advertising, which had yielded
about $18 million in 2000, as well as a decline in airline and hotel
advertising following the Sept. 11 attacks. National auto, finance, phar-
maceuticals and computers were only slightly less affected. From 1999 to
2000, general advertising was up 14.2% on a fuli-run ROP linage increase
of 25.7% due to growth of e-commerce and internet-related advertising
and strength in tetecommunications, financial and trave! advertising.

Classified advertising was down 161% on a full-run ROP finage

decrease of 6.9%. A decline in classified recruitment in the largest markets
was respansible, with San Jose down 55.0% and Philadelphia down
34.9%. Classified real estate revenue increased 23.4% overall, slightly
offsetting the declines in recruitment. In 2000, ciassified advertising was
up 5.5% on a fuli-run ROP linage increase of 4,8%. This increase reflected
a relatively strong first half of 2000, up 7.8%, with recruitment providing
the majority of the growth.

Circulation revenue decreased 0.3% on a 2.4% decrease in daily circu-
lation and a 2.7% decrease in Sunday circulation. in 2000, circulation
revenue decreased 2.2% on a 0.8% decrease in daily circulation and a
1.4% decrease in Sunday circulation. The company expects circulation to
remain essentiaity fiat in 2002.

Other revenue declined 31.6% in 2001 due to a decline in earnings from
Detroit and the absence of Professional Exchange, MediaStream and Cable
Connection, which were sold in late 2000. In 2000, other revenue increased
$10.6 million, or 8.6%, due to an increase in commercial print revenue and
newsprint waste sales.

Operating Costs The following table summarizes operating costs for the periods ended Dec. 30, 2001, Dec. 31, 2000, and Dec. 26, 1999.

2000 Change
In thousands 2001 53 Weeks 52 Weeks 1999 01-00* 00-99*
Operating costs
Labor and employee benefits $1,134,584 $1,166,308 $1,132,683 $1,089,932 0.2% 3.0%
Newsprint, ink and supplements 451,547 473,724 465,534 449,577 3.0)% 3.5%
Other operating costs 575,916 604,758 597,652 593,208 (3.6)% 0.7%
Depreciation and amortization 176,027 179,243 179,167 178,340 (1.8)% 1.6%
Total operating costs $2,338,074 $2,424,033 $2,375,046 $2,319,057 (1.6)% 2.4%

* Excluding the 53rd week in 2000
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N B WORE RN

From continuing operations, in millions of dollars
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The work force reduction program and tight cost controls partially offset the decrease in revenus.

Labor and employee benefits increased 0.2% during 2001, primarily as a
result of a $78.5 million restructuring charge related to the work force
reduction. Excluding this restructuring charge, labor and employee bene-
fits decreased 5.8%. The decfine in {abor and employee benefits resulted
from z 1.0% decrease in the average wage per employee, a 7.4% decrease
in full-time equivalents (FTEs) and an 11.7% decrease in bonus and
incentive costs, offset by an increase of 3.2% in employee benefits. in
2000, the increase in labor and employee benefits resulted from a 4.5%
increase in the average wage per employee and an increase of 0.5% in
the number of FTEs. Bonus and incentive costs were down 2.5%, while
benefit costs were up 12.3% from 1999,

Newsprint, ink and supplements decreased 3.0% in 2001 due to 2 13.2%
decline in consumption offset by a 10.4% increase in the average cost per
ton. In 2000, the increase in the cost of newsprint, ink and supplements
was due primarily to a 2.0% increase in consumption and a 3.3% increase
in the average cost per ton.

Other operating costs were down 3.6% in 2001 compared with 2000,
due primarily to savings in circulation promotion, advertising and promo-
tion expense, contribution expense and travel expense. From 1999 to 2000,
other operating costs remained relatively constant, increasing only 0.7%.

Depreciation and amortization decreased 1.8% from the prior year due
to the $3.9 million write-down of presses offset by a $1.6 million adjust-
ment recorded on the saie of a huilding, both occuiring in 2000. For 2000,
depreciation and amortization expense increased 1.6% due to a slightly
larger asset base.

ONLINE DIVISION

Cniine Activities During the first quarter of 2000, the company con-
solidated all its internet operations under a new business unit, Knight
Ridder Digital (KRD). Previously, Knight Ridder’s Internet activities were
reported and managed as a part of the company’s newspaper operations.
KRD controls all of Knight Ridder’s online efforts, including the Web sites
previously operated by the newspapers. KRD operates and manages. the
Real Cities Network, which consists of all Knight Ridder Web sites and
those of several other media affiliates. The company expects significant
growth from these operations in 2002.

GLOSSARY OF ONLINE TERMS

Unigue Yisitors Number of persons who visited a site or network
of sites at least once in the month. Visitors to multiple sites in a
network in a given month are counted only once as a unique visitor
for that network. In separate, individual site tallies, they are counted
once as a unique visitor for each site visited.

Page Views Total requests for HTML pages or unique screens of
information as presented to the usei, including co-branded pages
from partner sites,

|

Operating Costs for Online Division The following table summarizes operating costs for the periods ended Dec. 30, 2001, Dec. 31, 2000, and

Dec. 26, 1999.
Change

(In thousands) 2001 2000 1999 01-00 00-99

Operating costs
Labor and employee benefits $ 31,859 $ 38,993 $ 27,279 (18.3)% 42.9%
Other operating costs 38,877 47,956 26,339 (18.9)% 82.1%
Depreciation and amortization 2,801 2,620 1,819 6.9% 44.0%
Total operating costs $§ 73,537 $ 89,569 $ 55437 (17.9)% 61.6%
Operating revenue $ 42,035 $ 43,548 $ 31,396 (3.5)% 38.7%
Average monthly page views 176,749 J 153,541 104,245 151% 47.3%
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The decrease in the cost of labor and employee benefits was due primarily
to decreases in full-fime employees. Other operating costs decreased
primarily as a result of lower promotion-reiated expenses and volume-
related fees paid to advertising and content providers. Depreciation
and amgortization expense increased due to the acquisition of additiona!l
equipment.

KNIGHT RIDDER NON-OPERATING ITEMS

Net interest expense decreased $14.9 millicn, or 13.2%, in 2601 as a result
of a lower weighted-average interest rate. For 2000, net interest expense
increased $23.1 million, or 25.7%, due to higher debt levels. The average
debt balance increased $103.8 milficn from 2000 to 2001, and increased
$152.0 miltion from 1999 to 2000.

From 2000 to 2001, equity in losses of unconsolidated companies and
joint ventures increased $7.6 miliion due to a full year of losses from
Career Holdings, Inc. (acquired in the third guarter of 2000), offset slightly
by an increase in earnings from newsprint paper mills. From 1299 tc 2000,
equity in earnings of unconsolidated companies decreased $21.1 million
due to losses from Career Holdings, Inc., and a decrease in earnings from
investments in the Seattle Times Company and newsprint mills.

The “Other, net” line of the non-operating section decreased $21.4
million from 2000. The 2001 decline was due almost entirely to the write-
down of certain internet-related assets, while 2000 results included a
gain on the sale of a building in Philadelphia.

MARKET PRICE OF COMMON STOCK

The last closing price of the company’s common stock prior to the
preparation of this report was $68.24 on Feb. 20, 2002. The number of
shareholders of record at Dec. 30, 2001, was 8,887. The average stock
trading volume per day for 2001 and 2000 was approximately 406,000
and 398,000, respectively. The following table presents market data for
the company’s commaon stock:

CASH FLOW FROM OPERATIONS
in miflions of dollars

(Represents operating income pius depreciation and amortization, excluding
newspaper severance costs in 2001, 2000, 1999 and 1998 and corporate
relocation costs in 1998.)

874

398

Despite the slowdown in the economy, cash flow remained strong in 2001.

LIQUIDITY AND CAPITAL RESOURCES
Gash flow from operations is the company’s primary source of liquidity.
Management is focused on growing cash flow and on managing cash
effectively. In addition, the company uses financial leverage to minimize
the overall cost of capital and maintain adequate operating and financial
flexihility.

Management monitors leverage through its interest coverage and cash
flow-to-debt ratios. The following schedule summarizes these ratios for
the years ended Dec. 30, 2001, and Dec. 31, 2000:

2001 2000
Interest coverage ratio™ 6.4:1 7.31
Cash flow to debt® 22.9% 30.0%

2001 2000
Quarter High Low High Low
1st - 60.48 52.02 59.81 4419
2nd 59.04 52.02 55.88 45.88
3rd 63.32 53.76 56.69 49.38
4th 6517 53.77 57.63 4413

(a) Defined as operating income plus depreciation and amortization divided by
interest expense
(0) Defined as net income plus depreciation and amortization divided by debt

The company’s financial position remained strong throughout 2001, with
cash and cash equivalents and short-term investments of $37.3 mitlion at
Dec. 30, 2001, compared with $41.7 million at Dec. 31, 2000. During 2001,
cash flows from operating activities were used to fund treasury stock
purchases of $171.8 million. In addition, the company paid dividends of
$84.2 mitlion during 2001,
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Cash provided by operating activities was $481.5 million in 2001,
compared with $417.2 miliion in 2000. The increase was due partially to
a reduction of the funding required for a health and welfare trust, an
increase in distributions relative to earnings from equity investments and
the timing of payments on certain current assets and liabilities.

At Dec. 30, 2001, werking capiial was $55.5 million, compared with
$67.7 miilion at Dec. 31, 2000. The decrease in working capital from 2000
to 2001 was due primarily to a decline in accounts receivable of $24.7
million and inventories of $9.5 miliion and an increase in accrued income
taxes of $13.9 million, partially offset by a decline in short-term borrowings
of $39.7 million,

Cash required for investing activities was primarily for the purchase of
$94.6 million of property and equipment and $135.8 million for acquisition
of businesses, including Headhunter.net, inc., in November 2001, partially
ofiset by proceeds of $21.0 miliion from the sale of investments.

The company invests excess cash in short- and long-term investments,
depending on projected cash needs from operations, capital expenditures
and other business purposes. The company supplements internally gener-
ated cash flow with a combination of short- and long-term borrowings.
Average outstanding commercial paper during the year was $639.1 miliion,
with an average effective interest rate of 4.6%. At Dec. 30, 2001, the
company’s revolving credit agreement, which backs up the commercial
paper ouistanding, had a remaining availability of $317.0 million. The
revolving credit facility matures in 2006.

At year end, the company’s short- and long-term debt was rated by the
three major credit-rating agencies as foliows:

Short-Termi Long-Term

Debt Debt

Moody's P1 A2
Standard & Poor's A-1 A
Fitch F1 A

The company believes it has adequate access to the capital debt markets
to meet its short- and long-term capital needs. Such access includes the
company’s $895.0 million commercial paper and its $200 million extend-
able commercial notes. The company’s future ability to borrow funds and
the interest rates on thase funds could be adversely impacted by a
decrease in its debt ratings and by negative conditions in the capital debt
markets.

During 2001, the company repurchased 3.0 million commeon shares at
a total cost of $171.8 million and an average cost of $57.39 per share. At
year end, authorization remained to purchase 5.5 million shares.

The company’s operations have historically generated strong positive
cash flow, which, along with the company’s commercial paper program,
revolving credit lines and ability to issue public debt, has provided
adequate liquidity to meet the company’s short- and long-term cash
requirements, including requirements for working capital and capital
expenditures.

The company’s capital spending program includes normal replace-
ments, productivity improvements, capacity increases, building con-
struction and expansion and printing press equipment. Over the past
three years, capital expenditures have totaled $295.1 miltion for additions
and improvements to properties.

Additions to property, plant and equipment decreased by $13.4 miliion
to $94.6 million in 2001 from $108.0 million in 2000, due primarily to
lower expenditures for year 2001 capita!l projects. Expenditures in 2001
included $7.1 million for a mailreom system in St. Paul and $7.4 miilion
for the development of Knight Ridder Digital’s new technology platform.
The $109.2 million Miami press expansion‘was completed during 2001,
and the $11.8 million Lexington mailroom and insertion facility project
is scheduled 1o be completed in 2002. in 2001, $6.9 million was spent
for this project. During 2001, $4.7 million was spent on a $27.7 million
press project at The Wichita Eagle that is scheduled for compietion in
2003. The press replacement projects are expected to significantly improve
reliability, speed, print quality and page and color capacity, and reduce
waste.

MARKET RISKS

Borrowings By balancing the mix of variable- versus fixed-rate borrow-
ings, the company manages the interest-rate risk of its debt. Note 3 to
the Conselidated Financial Statements includes information related to the
contractual interest rates and fair value of the individual borrowings. A
hypothetical 10% change in interest rates would increase interest expense
associated with both fixed- and variable-rate borrowings by approximately
$8.2 million. This hypothetical interest rate change would also decrease
the fair value of the fixed debt by $95.2 million.

Mewsprint The company, excluding Detroit, consumed approximately
661,000 metric tons of newsprint in 2001. This represents 15.4% of the
company’s 2001 total operating expenses. Under the caption “Mewsprint”
on page 24, the company has included information on its suppliers, the
long-term purchase agreements used to manage the related risk of price
increases, and natural hedges the company has in place through its
investment in newsprint mills.

Collective Bargaining Agreements About 37% of the company’s more
than 19,000 full-time equivalent employees are represented by approxi-
mately 70 local unions and work under mulfiyear collective bargaining
agreements. These agreements are typically renegotiated in the years in
which they expire. Under the caption “Development, Diversity and
Employee Relations” on page 34, the company has included information
on its collective bargaining agreements.

EFFECT OF CHANGING PRICES

The Gonsumer Price Index, a widely used measure of the impact of
changing prices, has increased only moderaiely in recent years, up
between 2% and 3% each year since 1991. Historically, when inflation
was at higher levels, the impact on the company’s operations was not
significant.

The principa! effect of inflation on the company’s operating results is
to increase costs. Subject to normal competitive conditions, the com-
pany generally has demonstrated the ability to raise sales prices to offset
these cost increases.

]
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Dec. 30, 2001

Dec. 31, 2000

ASSETS
Current Assets
Cash, including short-term cash investments of $1 in 200t and $7001 in 2000 $ 37,287 $ 41,661
Accounts receivable, net of allowances of $23 811 in 2001 and $20,238 in 2000 391,788 416,498
Inventories 43,240 52,786
Prepaids 35,464 30,767
Other current assets 27,792 34,382
Total Current Assets 535,571 576,094
Investments and Other Assets
Equity in unconsolidated companies and joint veniures 393,777 304,486
L QOther 215,325 202,951
Total Investments and Other Assets 609,102 507,437
Property, Plant and Equipment
Land and improvements 99,605 96,925
Buildings and improvements 492,576 460,770
Equipment 1,301,826 1,265,866
Construction and equipment instaliations in progress 43,772 57,694
1,937,779 1,881,255
Less accumulated depreciation (922,453) (841,812)
Net Property, Plant and Equipment 1,015,326 1,039,443
Goodwill and Other Identified Intangible Assets
Less accumufated amartization of $464,091 in 2001 and $396,307 in 2000 2,053,377 2,120,552
Total $4,213,376 $4,243,526

See “Notes to Consolidated Financial Statements!”
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Dec. 30, 2001

Dec. 31, 2000

LIABILITIES AND SHAREHOLDERS’ EQUITY

Current Liahilities

Accounts payabie $ 110,333 $ 121,300
Accrued expenses and other liabilities 112,946 101,660
Accrued compensation and amounts withheld from employees 107,842 114,810
Federal and state income taxes 30,844 16,928
Deferred revenue 77,368 73,300
Short-term borrowings and current portion of long-term debt 40,699 80,362
Total Current Liabilities 480,032 508,360
Noncurrent Liabilities
Long-term debt 1,573,255 1,591,810
Deferred federal and state income taxes 255,266 269,702
Postretirernent benefits other than pensions 136,134 137,791
Emptoyment benefits and other noncurrent tiabilities 207,081 191,847
Total Noncurrent Liabifities 2,171,736 2,191,250
Minority Interests in Consolidated Subsidiaries 1,320 2,446
Commitments and Contingencies (Note 11)
Shareholders’ Equity
Preferred stock, $100 par vaiue; shares autharized — 20,000,000;
shares issued — 0 in 2001 and 1,110,500 in 2000 1,111
Common stock, $.02%, par value; shares authorized — 250,600,000,
shares issued — 84,012,749 in 2001 and 74,036,046 in 2000 1,750 1,542
Additional capital 984,830 919,582
Retained earnings 575,649 622,801
Accumulated other comprehensive loss (1,300
Treasury stock, at cost; 34,757 shares in 2001 and 41,009 shares in 2000 (1,941) (2,265)
Total Shareholders’ Equity 1,560,288 1,541,470
Total $4,213,376 $4,243,526

See “Notes to Consolidated Financial Statements.”

2001 Annual Report 45




Year Ended

Dec. 30, 2001

Dec. 31, 2000

Dec. 26, 1999

Operating Revenue

Advertising
Retalil $1,073,789 $1,104,766 $1,065,970
General 297,033 336,613 289,894
Classified 883,600 1,066,457 997,656
Total 2,254,422 2,507,836 2,353,520
Circulation 512,309 523,856 525,686
Other 133,478 180,075 154,569
Total Operating Revenue 2,900,209 3,211,767 3,033,775
Operating Costs
Labor and employee henefits 1,177,554 1,220,221 1,152,432
Newsprint, ink and supplements 440,782 460,463 437,054
Other operating costs 635,545 674,714 639,924
Depreciation and amortization 184,573 187,597 182,943
Total Operating Costs 2,438,454 2,542,995 2,412,353
Operating Income 461,755 668,772 621,422
Other Income {Expense)
Interest expense (100,833) (116,652) (97,444)
Interest expense capitalized 1,961 2,230 5,197
Interest income 338 1,553 2,425
Equity in earnings (losses) of unconsolidated companies
and joint ventures (16,095) (8,506) 12,571
Minority interests in losses of consolidated subsidiaries (9,675) (12,814) (11,984
Other, net (30,652 (9.293) 35,828
Total (154,358) (143,482) (53,407)
Income before income {axes 307,399 525,290 568,015
Income taxes 122,575 210,927 228,076
Net Income $ 184,824 $ 314,363 $ 339,939
Earnings Per Share
Basic $ 2.33 $ 4.02 $ 4.07
Diluted $ 2.16 $ 3.53 $ 3.49
Average Shares Outstanding (000s)
Basic 76,074 75,370 80,025
Diluted 85,694 89,105 97,460

See “Notes to Consolidated Financial Statements.”
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Year Ended

Dec. 30, 2001

Dec. 31, 2000

Dec. 26, 1999

Cash Provided by Operating Activities

$ 184,824

Net income $ 314,363 $ 339,839
Noncash items deducted from (included in) income:
Depreciation 111,717 111,124 101,444
Amortization of goodwill 67,784 68,567 67,503
Amortization of other assets 5,072 7,906 13,996
Losses (gains) on sales, exchange and write-down of investments 30,191 19,401 {37,655)
Benefit for deferred taxes (8,414 8,759 (1,895
Provision for bad debts 31,958 27,070 24,440
Distributions in excess of earnings from investees 32,519 1,505 2,506
Minority interests in earnings of consolidated subsidiaries 9,675 12,814 11,984
QOther items, net 1,929 15,200 7,913
Change in certain assets and liabilities:
Accotints receivable (7,248) 20,767) (64,221)
inventories 9,126 (13,548) 19,871
Other assets (10,353) (97,390 (22,452)
Accounts payahle (11,189 (21,160) (22,098)
Federal and state income taxes 15,969 3,976 16,1786
Other liabilities 17,983 (3.062) 48,253
Net Cash Provided by Operating Activities 481,543 417,240 505,704
Cash Required for Investing Activities
Proceeds from sales of investments 21,038 35,058 119,810
Proceeds from sale of building 15,694
Acquisition of businesses (135,827) (194,476) (38,403)
Qther investments (38,227 -
Additions to property and equipment (94,587) (107,956) (92,563)
Other items, net 311 23,685 33,205
Net Cash Required for Investing Activities (209,085) (227,995) (16,178)
Cash Required for Financing Activities
Net increase (decrease) in debt, net of unamortized discount (316,675} 367,557 (483,737)
Proceeds from issuance of long-term debt 297,107 296,446
Repayment of long-term debt (40,000) {40,000) (40,000}
Payment of cash dividends (84,198) (81,002) (85,526)
Issuance of common stock to empioyees and directors 76,742 29,867 50,335
Purchase of treasury stock (171,795) (464,835) (210,141)
Other items, net (38,033) 6,745 (9,655)
Net Cash Required for Financing Activities (276,852) (181,668) (482,278)
Net Increase (Decrease) in Cash (4,374) 7,577 7,248
Cash and short-term cash investments at beginning of year 41,661 34,084 26,836
Cash and short-term cash investments at end of year $ 37,287 % 41,661 $ 34,084
Supplemental Cash Flow Information
Noncash investing activities
Securities received on the sale of investees $ - $ 195,624 $ -
Write-down of Internet-related investments (167,827)
Unrealized gains {net of tax) on investments available for sale 109,442 23,346
Noncash financing activities
Conversion of preferred stock held by Disney to common stock
Preferred stock (1,111) 263) (381)
Additional capital {416,530 (98,872) (142.842)
issuance of common stock upon conversion of preferred stock
Common stock 231 55 79
Additional capital 417,410 99,080 143,144

See "Notes to Consolidated Financial Statements.”
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Preferred
Shares

Common
Shares

Treasury
Shares

Balance at Dec. 27, 1998
Issuance of common shares under stock option plan
Issuance of common shares under stock purchase plan
Conversion of preferred shares
Issuance of treasury shares to nonemployee directors
Purchase of treasury shares
Retirement of treasury shares
Tax benefits arising from employee stock plans
Comprehensive income:

Net income

net of tax of $15564
Comprehensive income
Cash dividends declared

Change in unrealized gains on securities available for sale,

1,754,930

(380,830

78,374,195
840.375
336,001

3,808,300

{3,704,378)

{46,667)

4157
(3,704,378)
3,704,378

Balance at Dec. 26, 1999
Issuance of common shares under stock option plan
Issuance of common shares under stock purchase plan
Conversion of preferred shares
Issuance of treasury shares to nonemployee directors
Purchase of treasury shares
Retirement of treasury shares
Tax benefits arising from employee stock plans
Comprehensive income:

Net income

net of tax of $28923
Comprehensive income
Gash dividends declared

Change in unrealized losses on securities available for sale,

1,374,100

(263,600}

79,654,493
447,453
344,800

2,636,000

(9,048,700)

(42,510)

3,696
(9,048,895)
9,046,700

Balance at Dec. 31, 2000
Issuance of common shares under stock aption pian
Issuance of common shares under stock purchase plan
Conwersion of preferred shares
Issuance of treasury shares to nonemployee directors
Purchase of treasury shares
Retirement of treasury shares
Tax benefits arising from employee stock plans
Comprehensive income:

Net income

net of tax of $868
Comprehensive income
Cash dividends declared

Change in unrealized losses on securities available for sale,

1,110,500

(1,110,500

74,036,046
1,603,450
264,015
11,105,000

(2,995,762

(41,009)

4,057
(2,993,567)
2,995,762

Balance at Dec. 30, 2001

84,012,749

(34,757)

See “Notes to Consolidated Financial Statements.”
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Accumulated )
Other
Preferred Common Additional Retained Comprehensive Treasury
Stock Stock Capiial Earnings Income (Loss) Stock Total
51,755 $1,633 $908,078 $ 735,132 518,738 $ {2,605 31,662,731
17 25,893 25,910
7 14,996 15,003
{387) 79 302
232 232
{210,141 210,141
77 (19.490) {180,574 210,141
9,180 9,190
339,939 339.939
23,346 23,346
363,285
(85,526) (85,526)
$1,374 $1,659 $938,969 $798,971 $42,084 $ (2,373 $1,780,684
9 14,672 14,681
7 14,991 14,998
(263) 55 208
(18) 206 188
(464 ,835) (464,835)
(188) (53,345) (409,531) 464,737 1,673
4,105 4,105
314,363 314,363
(43,385) (43,385)
270,978
(81,002) 81,002}
5111 $1,542 $919,582 $ 622,301 $(1,301) $ (2,265 $1.541,470
33 63,294 63,327
B 13,179 13,185
(1,111 231 880
4 226 230
(171,795) (171,795
(62) (24,053) (147,778) 171,893
11,944 11,944
184,824 184,824
1,301 1,301
186,125
(84,198) 84,198)
s - $1,750 $984,830 $ 575,649 $ - $ (1,941) $1,560,288
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The company reports on a fiscal year ending on the last Sunday in the
calendar year. Results are for the 52 weeks ended Dec. 30, 2001, the 53
weeks ended Dec. 31, 2000, and the 52 weeks ended Dec. 26, 1999,
respectively.

The hasis of consolidation is to include in the consoiidated financial
statements alt the accounts of Knight Ridder and its more-than-50%-
owned subsidiaries. All significant intercompany transactions and account
balances have been eliminated.

Revenue recognition varies by source. Advertising revenug is recog-
nized when ads are published. Circulation revenue is recognized when the
newspaper is defivered to the customer. Other revenue is recognized when
the related product or service has been delivered.

The company is a 50% partner in Detroit Bewspapers (DN), a joint
operating agency between Detroit Free Press, Inc., 2 whoily owned subsid-
iary of Knight Ridder, and The Detroit News, Inc., a wholly owned subsidiary
of Gannett Co,, Inc. in 1989, business operations of the Free Press and The
Detroit Mews were transferred to DN under a joint operating agreement
that expires in 2089. The company shows its share of revenue and
expenses as a net amount in the “Other revenue” line.

investments in companies in which Knight Ridder has an equity
interest of at least 20% but not more than 50% are accounted for under
the equity method. The company records its share of earnings as income
and increases the investment by the equivalent amount. Dividends and
losses are recorded as a reduction in the investment.

The investment caption “Equity in unconselidated companies and
joimt vemtwres” in the Consolidated Balance Sheet represents the
company’s equity in the net assefs of DN; Seattle Times Company and
subsidiaries; Newspapers First, a company responsible for the sales and
servicing of general, retail and classified advertising accounts for a group
of newspapers; SP Newsprint Co. and Ponderay Newsprint Company, two
newsprint mili partnerships; infiNet Company, a joint venture that provides
Web-hosting services; Career Holdings, Inc., a company in the business
of providing recruitment services through the internet via its wholly owned
subsidiaries, CareerBuilder, inc. and Headhunter.net; Glassified Ventures,
Inc., an online classified listings service; and Newscom/Presslink, a
company that provides online access to news wires, features, graphics
and photographic content to the media.

The company owns 498.5% of the voting common stock and 65% of the
nonvoting common stock of the Seattle Times Company; 31.1% of the
voting stock of Mewspapers First; a 481% equity share of Career
Holdings, Inc.; a 19.2% equity share of Glassified Ventures; a 50%
equity share of Newscom/PressLink; a 13.5% equity share of Ponderay
Newsprint Company; and 33.3% of the voting stock of infiet Company.
It is a one-third partner in the SP Newsprint Co.

The company owns a 55% equity interest in Fort Wayne Newspapers,
inc., and consolidates 100% of its revenues and expenses. The minority
shareholders’ interest in the net income of this subsidiary has been
reflected as an expense in the Consolidated Statement of Income in the
caption “Minority interests in earnings of consolidated subsidiaries.” Also
included in this caption is a contractual minority interest resulting from a
Joint Operating Agreement that runs through 2021 between The Miami
Herald Pubtishing Co. and Cox Newspapers, Inc., covering the publication
of The Herald and of The Miami News, which ceased publication in 1983.
The related effects are included in the Consolidated Balance Sheet caption
“Minority Interests in Consolidated Subsidiaries”

“Gash and sheorl-term cash investments” includes currency and
checks on hand, demand deposiis at commercial banks, overnight re-
purchase agreements of government securities and investment-grade
commercial paper. Cash and short-term investments are recorded at cost.
Due to the shori-term nature of marketable securities, cost approximates
market vaiue.

Most of the company’s “Accounts receivable” is from advertisers,
newspaper subscribers and information users. Credit is extended based
on the evaluation of the cusiomer’s financial condition, and generally
collateral is not required. Gredit losses are provided for in the financial
statements and are written off to a reserve account at the time they are
deemed uncollectible. The company uses a combination of the percentage
of sales and the aging of accounts receivable to establish reserves for
losses an accounts receivable. Credit lesses have historically been within
management’s expectations.

“Inventories” are priced at the lower of cost (first-in, first-out FIFO
method) or market value. Most of the inventory is newsprint, ink and other
supplies used in printing newspapers. Newsprint inventory varies from
approximately a 30-day to a 45-day supply, depending on availability and
market conditions. Damaged newsprint is generally returned to the manu-
facturer or supplier within 30 days for full credit. Obsolete inventory is
generally not a factor. The price of newsprint has varied significantly over
the past three years; however, the company is able to mitigate price
volatility through its newsprint mill investments. “Other assets” includes
investments in companies in which Knight Ridder owns less than a 20%
interest. These investments are reviewed for appropriate classification at
the time of purchase and re-evaluated as of each balance sheet date.
Investments available for sale are carried on the balance sheet at fair
market value, with the unrealized gains/losses (net of tax) reported as
“fecumulated other comprehensive income/loss,” a separate compo-
nent of shareholders’ equity. Upon the safe of an investment, the gain/
loss is calculated based on the originai cost less the proceeds from the
sale. Investments are classified as “held to maturity” when the company
has the positive intent and ability to hold the investment to maturity.

“Property, plant and eguipment” is recorded at cost, and the provi-
sion for depreciation for financial statement purposes is computed
principally by the straight-line method over the estimated useful lives of
the assets as foilows:

Depreciation or

Type of Asset Amortization Period

Buildings and improvements
Machinery, equipment and fixtures

10 to 40 years
Three to 25 years
Automobile and trucks
Software

Three to eight years

Three to seven years, not to
exceed the remaining usefui life
of the related hardware

The comipany capitalizes interest costs as part of the cost of constructing
major facilities and equipment. Expenditures for maintenance, repairs and
minor renewals are charged to expense as incurred.

“Coodwill” includes the unamortized excess of cost over the fair
market value on the purchase of at least a 50% interest in a company’s
net tangible and intangible assets. The goodwiil is amortized over a 40-
year period on a straight-line basis, unless management concludes that
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a shorter term is more appropriate. identified acquired intangibles of
approximately $400 million consisting of trademarks, subscriber and
advertiser lists, and mastheads are amortized on a straight-line basis
over periods ranging from five to 40 years, with a weighted-average life
of 25.7 years. if, in the opinion ¢f management, an impairment in value
occurs, any additional write-down of assets will be charged to expense.
Management uses the undiscounted cash flow method to determine
impairment. See also Recent Accounting Pronouncements on page 51.

“Deferred revenue™ arises as a normal part of business from advance
subscription payments for newspapers. Revenue is recognized in the
period in which it is earned.

“Short-term borrowings and current portion of leng-term debt”
includes the carrying amounts of commercial paper and other short-term
borrowings with criginal maturities of less than one year that management
does not intend to refinance, and the portion of long-term debt payable
within 12 months. The carrying amounts of short-term berrowings approx-
imate fair vaiue. “Long-term debl” represents the carrying amounts of
debentures, notes payable, other indebtedness with maturities longer
than one year and commercial paper backed by a revolving credit and
ferm loan agreement that management intends to refinance at maturity.
Fair values, disciosed in Note 3, are estimated using the discounted cash
flow analysis based on the company’s current incremental borrowing
rates for similar types of borrowing arrangements.

In accordance with FAS 121 - Accounting for the Impairment of
Long-Lived Assetls and for Long-Lived Assets to Be Disposed Of, the
company reviews jong-tived assets and related intangibles for impalrment
whenever events or changes in circumstances indicate that the carrying
amount of such assets may not be fully recoverable. To date, no such
impairment has been indicated. Jf this review indicates that the carrying
value of these assets would not be recoverable as measured based on
estimated undiscounted cash flows over their remaining life, the carrying
ameunt would be adjusted to fair value. The cash flow estimates used
contain management’s hest estimates, using appropriate and customary
assumptions and projections.

The company accounts for stock-based compensation plans under
the provisions of APB 25 -~ Accounting for Stock Issued to Employees
and discloses the general and pro forma financial information required by
FAS 123. See Note 6.

Under FAS 128 ~ Earnings Per Share (EPS), “basic earnings per
share” is computed by dividing net income attributable to common stock
(nei income less preferred stock dividends) by the weighted-average
number of comimon shares ouistanding. Net income attributable to
common shares was $177.3 million in 2001, $303.0 million in 2000 and
$325.7 million in 1999, “Diluted earnings per share” is computed by
dividing net income by the weighted-average number of common and
common equivalent shares outstanding. See Note 6.

The foilowing table sets forth the calcuiation of basic and diluted weighted-average shares outstanding (in thousands).

2001 2000 1999

Basic weighted-average shares outstanding 76,074 75,370 80,025
Effect of dilutive securities:

Assumed conversion of convertible preferred stock 8,272 12,597 15,948

Treasury stock effect of eutstanding stock options 1,348 1,138 1,487

Diluted weighted-average shares outstanding 85,694 89,105 97,460

Under FAS 130 - Reporting Gomprehensive Income, the company
presents unrealized gains or losses on the company’s available-for-sale
securities as an element of “Accumulated other comprehensive
income,’ a separate component of shareholders’ equity. See Note 12.

The company is a newspaper company with preducts in print and
oniine. it maintains operations and local management in the markets it
serves, inciuding the metropolitan areas of Philadelphia, Miami, San Jose,
Kansas City, Fort Worth, Detroit and Charlotte. Revenue is earned through
the sale of advertising and circuiation and related activities. Newspapers
are distributed in print through local distribution channels, as well as
online through Knight Ridder Digitai’s Real Cities Network (see “Manage-
ment’s Discussion and Analysis of Operations: Online Activities” on page
41).

Aithough not required o do so, the company has elected to report
its online operations as a reportable business segment separate from
its newspaper operations pursuant to FAS 13t - Disclosures About
Segments of an Enterprise and Related Information. See Note 5,

The company has entered into interest rate swap agreements for
interest rate risk exposure management purposes. tn accordance with
FAS 133 - Accounting for Derivative Instruments and Hedging Activ-
ities, the company accounts for its interest rate swaps as fair value
hedges. The fair value of the swaps at Dec. 30, 2001, was $9.6 million,
There was no ineffectiveness associated with the swaps during fiscal
year 2001. The company holds no traded or spectlative hedges.

Use of estimates - The preparation of financial statements in conform-
ity with generally accepted accounting principles requires management
to make estimates and assumptions that affect the amounts reported in
the financial statements and accompanying noies. Actual resuits could
differ from those estimates.

Recent Accounting Proncuncements. In June 2001, the Financial
Accounting Standards Board issued Statement of Financial Accounting
Standards No. 141, “Business Combinations” (SFAS 141). This statement
requires that all business combinations initiated after June 30, 2001, be
accounted for under the purchase method of accounting. Use of the
pooling-of-interests method is no longer permitted. The company will
adopt SFAS 141 in the first quarter of 2002. The issuance of SFAS has no
impact on our consolidated financial statements.

In June 2001, the Financial Accounting Standards Board issued State-
ment of Financial Accounting Standards No. 142, “Goodwill and Other
Intangible Assets” (SFAS 142). This statement continues to require recog-
nition of goodwill as an asset, but amortization of goodwill as currently
required by APB Opinion No. 17, “Intangible Assets,” is no longer permitted.
In lieu of amortization, goodwill must be tested for impairment using a
fair-value-based approach. The company is currently assessing the impact
that this new pronouncement will have on the recorded amounts of
goodwill and other intangibles. Amortization of goodwill and other intan-
gibles totaled $72,855,000, $76,473,000 and $81,499,000 for the fiscal
years ended in 2001, 2000 and 1999. Application of the nonamortization
provisions of the Statement is expected te result in an increase in net
income of approximately $55 miltion ($.65 per diluted share) per year.
SFAS 142 must be implemented for fiscal years beginning afier Dec. 15,
2001, We expect to implement SFAS 142 in the first quarter of fiscal 2002.

In October 2001, the Financial Accounting Standards Board issued
Statemeni of Financial Accounting Standards No. 144, “impairment on
Disposal of Long-Lived Assets” (SFAS 144). Under the new rules, the
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2. INCOME TAXES
The company’s income tax expense is determined under the provisions of Statement of Financial Accounting Standards 109, Accounting for income
Taxes, which requires the use of the liability method in adjusting previously deferred taxes for changes in tax rates. Substantially all of the company’s
earnings are subject to domestic taxation. No material foreign income taxes have been imposed on reported earnings.

Federal, state and local income taxes (benefits) consist of the fallowing (in thousands):

criteria required for classifying an asset as held for sale have been
significantly changed. Assets held for sale are stated at the lower of their
fair values or carrying amournts, and depreciation is no longer recognized.
In addition, more dispositions will gualify for discontinued operations

treaiment in the statement of operations. SFAS 144 is required to be
implemented for fiscal years beginning after Dec. 15, 2001. We are evalu-
ating the impact, if any, of SFAS 144 on our consolidated financial
statements.

2001 2000 1999
Current Deferred Current Deferred Current Deferred
Federal income taxes $113,810 $(6,306) $191,635 $(3,241) $203,101 $(6,447)
State and local income taxes 17,178 (2,108) 28,051 (5,518) 26,870 4,552
Total $130,989 $(8.414) $219,686 $(8,759) $229,971 $(1,895)

Cash payments of income taxes for the years 2001, 2000 and 1993 were $112.6 million, $209.9 million and $213.1 million, respectively.

The differences between income tax expense for continuing operations shown in the financial statements and the amounts determined by applying the
federal statutory rate of 35% in each year are as follows (in thousands):

2001 2000 1999
Federal statutory income tax $107,590 $183,851 $198,805
State and local income taxes, net of federal benefit 9,796 14,664 20,425
Statutory rate applied to nondeductible amortization of the excess of cost
over net assets acquired 14,903 15,058 15,016
Tax settlements and other, net (9,714 (2,646) (6,170)
Total $122,575 $210,927 $228,078
The deferred tax asset and liability at the fiscal year end consist of the following components (in thousands):
2001 2000
Deferred Tax Asset
Postretirement benefits other than pensions {including amounts refated to partnerships
in which the company participates) $ 78,624 $ 80,812
Accrued interest 8,248 8,885
Compensation and benefit accruals 727 (20,068)
Other nondeductible aceruals 55,680 80,498
Gross deferred tax asset $143,279 $150,127
Deferred Tax Liability
Depreciation and amortization $352,754 $354,239
Equity in partnerships and investees 13,004 36,806
Unrealized loss in equity securities 0 (867)
Other 10,020 40
Gross deferred tax liability 375,778 390,218
Net deferred tax liability $232,499 $240,091
The components of deferred taxes included in the Conssclidated Balance Sheet are as foilows (in thousands}):
2001 2000
Current asset $ 22,767 $ 29,611
Noncurrent liability 255,266 269,702
Net deferred tax liability $232,499 $240,091
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S. UEDT

Debt consisied of the following (in thousands):

Dac. 30 Dec. 31
2001 2000
Commercial paper due at various dates through March 27, 2002, at an effective interest rate of 4.62% -
as of Dec. 30, 2001, and 6.55% as of Dec. 31, 2000. Amounts are net of unamortized discounts of
$735 in 2001 and $2,951 in 2000 @ $ 527,148 $ 843,027
Debentures due on April 15, 2009, bearing interest at 9.875%, net of unamortized discount of $1,205
in 2001 and $1,370 in 2000 198,795 198,630
Debentures due on Nov. 1, 2027, bearing interest at 7.15%, net of unamortized discount of $5,073
in 2001 and $5,269 in 2000 04,927 94,731
Dehentures due on March 15, 2029, bearing interest at 6.875%, net of unamortized discount of
$3,314 in 2001 and $3436 in 2000 296,686 296,564
Notes payable, bearing interest at 8.5%, subject o mandatory pro rata amortization of 25% annually
commencing Sept. 1, 1898, through maturity on Sept. 1, 2001, net of unamortized discount of
$0in 2001 and $32 in 2000 39,969
Notes payable due on Nov. 1, 2007, bearing interest at 6.625%, net of unamortized discount of
$1,333 in 2001 and $1,562 in 2000 98,667 98,438
Notes payable due on June 1, 2011, bearing interest at 7.125%, net of unamortiz_ed discount of
$2,723 in 2001 297,277
Senior notes payable due on Dec. 15, 2005, bearing interest at 6.3%, net of unamortized discount
of $395 in 2001 and $495 in 2000 99,604 99,505
Notes payable, other 850 1,408
1,613,954 1,672,272
Less amounts payable in one year 40,699 80,362
Total long-term debt $1,573,255 $1,591,910

(a) Commercial paper is supported by $895 miflion revolving credit facility which matures on June 15, 2006.

interest payments during 2001 and 2000 were $118.4 million and $100.6 miltion, respectively.

The carrying amouitts and fair values of debt as of Dec. 30, 2001, are as

follows (in thousands):

The following table presents the approximate annual maturities of debt,
net of discounts, for the years after 2001 (in thousands):

2002 $ 40,699

2003

2004

2005 99,604

2006 487,299

2007 and thereafter 986,352
Total $1,613,954

Garrying Fair

Amount Yalue

Commercial paper $ 527,148 $ 527,148
9.875% Debentures 198,795 237,402
7.15% Debentures 94,927 97,292
6.8375% Debentures 296,686 282,123
6.625% Notes payable 98,667 101,925
7.125% Notes payable 297,277 308,486
6.3% Senior notes payable 99,604 101,481
Notes payable, other 850 850
Total $1,613,954 $1,656,707

4. UNCONSOLIDATED COMPANIES AND JOINT VENTURES
Summary financial information for the company’s unconsoiidated companies and joint ventures that are accounted for under the equity method is as

follows (in thousands):

2001 2000 1999
Current assets $ 308,822 $ 307,945 $ 226,155
Property, plant and equipment and other assets 1,769,702 1,627,313 1,458,029
Current liabilities 235,452 192,030 199,114
Long-term debt and other noncurrent liabilities 579,473 669,911 645,555
Net sales 1,319,245 1,393,426 1,202,978
Gross profit 168,219 103,469 31,116
Net income (loss) (4,584) 9,832 {2,026)
Company’s share of.
Net assets 393,777 304,486 206,880
Net income {16,095 (8,506) 12,571
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In 1989, the Detroit Free Press and The Detroit News began operating
under a joini operating agreement as Detroit Newspapers (DN), Balance
sheet and net sales amounts for DN at Dec. 30, 2001, Dec. 31, 2000, and
Dec. 26, 1999, are included in ihe preceding table, and the net asseis
contributed to DN are included in “Equity in unconsolidated companies
and joint ventures” in the Consolidated Balance Sheet. Excluding DN, net
sales of the unconsolidated companies were $304.3 miliion in 2001, $936.8

5. BUSINESS SEGMENTS
Financial data for the company’s segments are as follows (in thousands):

million in 2000 and $740.5 million in 1999, Excluding DN, the company’s
investment in uncoensolidated subsidiaries includes $393.8 miilion of net
assets accumutated since the investment dates. Dividends and cash
distributions received from unconsolidated companies and joint ventures
(excluding DN) were $3.4 million in 2001, $9.5 million in 2000 and $10.8
million in 1998, .

2001 2000 1999
Operating revenue
Newspapers $2,858,174 $3,168,219 $3,002,379
Online 42,035 l 43,548 31,396
Total $2,900,209 i $3,211,767 $3,033,775
Operating incame (10sS)
Newspapers $ 520,100 $ 742,554 $ 683,322
Online (31,502) (46,021} (24,041
Corporate (26,843) (27,761) (37,859
Total $ 461,755 $ 668,772 $ 621,422
Depreciation and amortization
Newspapers $ 176,029 $ 179,278 $ 176,340
Online 2,801 2,620 1,819
Corporate 5,743 5,699 4,784
Total $ 184,573 $ 187,597 $ 182,943

6. CAPITAL STOCK
Shareholders authorized 20 million shares of preferred stock for future
issuance.

In 1997, the Board of Directors authorized 1,758,242 shares of Series 8
preferred stock, $1.00 par value per share, and issued 1,754,930 preferred
shares in connectien with the acquisition of four newspapers that were
indirectly owned by The Wait Disney Company. Each share of Series B
preferred stock was convertible into 10 shares of common stock. During
2000, 263,600 shares of preferred stock were converied into 2.6 million
common shares. During 2001, the remaining balance of 1,110,500 shares
of preferred stock were converted into 11.1 million common shares.

The company has a stock rights agreement. The agreement grants
each holder of a common share a right, under certain conditions, to
purchase from the company a unit consisting of one one-hundredth of a
share of preferred stock at a price of $150, subject to adjustment. The
rights provide that in the event the company is a surviving corporation in
a merger, each holder of a right will be entitled to receive, upon exercise,
common shares having a value equal to two times the exercise price of
the right. In the event the company engages in a merger or other business
combination transaction in which the company is not the surviving corpo-
ration, the rights agreement provides thai proper provision shall be made

so that each holder of a right will be entitled to receive, upon the exercise
thereof at the then-current exercise price of the right, common stock of
the acquiring company having a value equal to two times the exercise
price of the right. No rights certificates will be distributed untit 10 days
following a public announcement that a persan or group of affiliated or
associated persons has acquired, or obtained the right to acquire, bene-
ficial ownership of 20% or more of the company’s outstanding common
stock, or 10 business days following the commencement of a tender offer
or exchange offer for 20% or more of the company’s outstanding stock.
Untii such time, the rights are evidenced by the common share certificates
of the company. The rights are not exercisable until distributed and will
expire on July 10, 2006, unless. earlier redeemed or exchanged by the
company.

The company has the oplion to redeem the rights in whole, but not in
part, at a price of $.01 per right, subject to adjustment. The company’s
Board of Directors has reserved 1,500,000 preferred shares for issuance
upon exercise of the rights.

In 2001, 2000 and 1999, the Series B preferred stock, each share of
which is convertible into 10 shares of common stock, and shares of
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common stock issuable upon exercise of stack options are included in
the diluted EPS calcutation, but excluded from the basic EPS calculation.
The 2001, 2000 and 1999 diluted EPS caiculations include 8,272,458,
12,596,170 and 15,947,916 weighted-average shares of Series B convert-
ibie preferred stock, respectively, and 1,347,968, 1,138,199 and 1,487,231
weighted-average shares of common stock issuable upon exercise of
stock options, respectively.

The Employees Stock Purchase Plan provides for the sale of common
stock to employees of the company and its subsidiaries at a price equal
to 85% of the market value at the end of each purchase period. Participants
under the plan received 264,015 shares in 2001, 344,800 shares in 2000
and 336,001 shares in 1999. The purchase price of shares issued in 2001
under this plan ranged from $46.86 to $51.29, and the market value on
the purchase dates of such shares ranged from $5513 1o $60.35.

The Employee Stock Option Plan provides for the issuance of nonquai-
ified stock options and incentive stock options. Options are issued at
prices not less than market value at date of grant. Options granted vest in
one year or three years from the date of grant. Options vesting over three
years vest annually in three equal installments. Options expire no later
than 10 years from the date of grant. The option plan provides for the
discretionary grant of stock appreciation rights (SARs) in tandem with
previousiy granted options, which atlow a hoider to receive in cash, stock
or cembinations thereof the difference between the exercise price and
the fair market value of the stock at date of exercise. Shares of common
stock relating to options outstanding under this plan are reserved at the
date of grant. '

Transactions under the Employee Stock Option Pian are summarized
as foliows:

Weighted-
: Average
Number of Exercise Price
Shares Per Share
Qutstanding
Dec. 27, 1998 6,616,038 $39.74
1999: Exercised (840,375) 30.88
Expired (24,907) 4338
Farfeited (140,295) 45.55
Granted 1,652,850 57.82
Outstanding
Dec. 26, 1999 7,263,311 4475
2000: Exercised (448,447) 32.75
Expired (26,849) 55.45
Forfeited (237,571) 53.66
Granted 3,578,075 54,64
Cutstanding
Dec. 31, 2000 10,128,519 48.59
2001 Exercised (1,604,985) 39.51
Expired {99,867) 54.83
Forfeited (568,307) 55.17
Granted 2,144,250 61.57
Cutstanding
Dec. 30, 200t 9,999,610 52.39

The jollowing table summarizes information about stock options cutstanding under the Employee Stock Option Plan and the Compensation Plan for

Nonemployee Directors at Dec. 30, 2001 (shares in thousands):

Qutstanding Exercisable

Stock Options Outstanding Average Average Average -
Exercise Price Range Shares Life® | Exercise Price Shares Exercise Price
$24.56 - $33.47 968 3.0 $29.27 968 $29.27
39.31 - 49.63 1,695 6.3 45.85 1,642 4577
50.00 - 54.48 1,072 6.3 51.99 963 51.79
54.81 - 54.81 3,000 9.0 54.81 1,872 54.81
56.33 - 58.88 1,419 8.0 57.91 896 57.97
5891 - 6245 1,978 9.9 62.12 — 0.00
Total 10,132 7.7 $52.44 6,341 $48.56

{a) Average contractual life remaining in years.

At year-end 2001, options with an average exercise price of $48.56 were
exercisable on 6.3 million shares; at vear-end 2000, options with an
average exercise price of $48.64 were exercisabie on 5.1 million shares.

The company maintains a Long-Term Incentive Plan. The plan rewards
participants whose leadership helps the company reach levels of total
shareholder return, as defined. The plan originally covered a three-year
performance period from Jan. 1, 1997, through Dec. 31, 1999. Participants
received grants, net of forfeitures, of 314,925 restricted shares outstanding
at Dec. 26, 1999, and Dec. 27, 1998, and 322,286 at Dec. 28, 1997. There
were no shares vested as of Dec. 26, 1999, since the company’s totai
shareholder return did not reach the performance goals. The plan was
extended for an additional three-year period beginning on Jan. 1, 2000,
with an initial grant of 342,012 shares, and ending on Dec. 31, 2002. The

grants of common stock are restricted, as the vesting of these shares is
triggered upon the occurrence of certain performance goals. As of Dec.
30, 2001, there were 359,974 shares included as contingently issuable
hased on shareholder return performance as of year end. When it is
prebable that performance goals will be met, the company accrues
compensation expense for the plan, based upon the average December
closing price, over the performance period. Total compensation expense
recognized in 2001 was approximately $12 million and the total accrual
related to the plan is approximately $15 million, which is included in
accrued compensation at Dec. 30, 2001.

The company also maintains a Compensation Plan for Nonempioyee Direc-
tors. The purpose of the plan is to attract and retain the services of
qualified individuals who are not employees of the company to serve as
members of the Board of Directors. Part of the compensation plan includes
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the issuance of stock options. Options vest in three equal instaliments
over a three-year period and expire no later than 10 years from the date
of grant. in 1997, there were 200,000 shares authorized for issuance as
options under the plan. Participants were granted 32,000, 32,0006 and
20,000 options in 2001, 2000 and 1899, respectively. As of Dec. 30, 2001,
there were 132,000 options ouistanding at prices ranging from $49.63 to
$62.25 with an average price of $55.59. The expiration dates for these
options are from Dec. 16, 2007, to Dec. 12, 2011. In addition, 4,057 and
3,696 shares were awarded under the plan as retainer payments to
nanemployee directors in 2001 and 2000, respectively.

Proceeds from the issuance of shares under these plans are included
in shareholders’ equity and do not affect income.

Disclosures required by FAS 123 are as foflows (in dollars):

At Dec. 30, 2001, shares of the company’s authorized but unissued
common stock were reserved and available for issuance as follows:

Shares

Employee Stock Option Plan 2,702,458
Employees Stock Purchase Plan 1,088,202
Nonemployee Directors Plan 68,000
Total 3,858,660

As required by FAS 123, pro forma information regarding net income and
earnings per share has been determined as if the company had accounted
for its stock options under the fair value method of that statement.

Option value information @ 2001 2000 1999
Fair value per option®™ $10.53 $11.29 $14.67
Valuation assumptions
Expected option term (years) 3.0 4.0 5.6
Expected volatility 21.0% 20.0% 16.0%
Expected dividend yield 1.6% 1.8% 1.5%
Risk-free interest rate 4.3% 6.1% 6.2%

(a) Weighted averages of option grants during each period.
(b) Estimated using Black-Schales option pricing modei.

The Black-Scholes option valuation model was developed for use in
estimating the fair value of traded optiens that have no vesting restrictions
and are fully transferable. In addition, option valuation models require the
input of highly subjective assumptions, including the expected stock price
volatility. Because the company’s stock options have characteristics signif-
icanily different from those of traded options, and because changes in the
subjective input assumptions can materially affect the fair value estimate,
the existing models, in management’s opinion, do not necessarily provide

a reliable single measure of the fair value of its stock options.

For purposes of pro forma disclosures, the estimated fair value of the
options is amortized to expense over the options’ vesting period. In
addition, the 15% discount in market value under the Employees Stock
Purchase Planis treated as compensation expense for pro forma purposes.
The company’s 2001, 2000 and 1999 pro forma information follows (in
thousands, except for earnings per share information):

T 2001 2000 1999
Pro forma net income $169,651 $288,408 $329,689
Pro forma basic earnings per share 213 | 3.68 3.94
Pro forma diluted earnings per share 1.98 3.24 3.38

compensation expense related to grants made prior to 1995.

7. WORK FORCE REDUCTION PLAN

Due to the slowing economy and the resulting decline in advertising
revenue and increases in newsprint expense, the company announced a
work force reduction plan in the second guarter of 2001 that affected the
majority of its newspapers. The work force reduction plan eliminated
approximately 1,600 positions through early retirement, voluntary and
involuntary buyouts and attrition. As a result of this plan, the company
incurred charges of $78.5 million related to employee severance costs
and benefits during 2001. Substantially all of these charges were paid by
Dec. 30, 2601, and all target positions were eliminated. As of Dec. 30, 2001,
there was remaining liability of $15 million, the majority of which wili be
paid in the first half of 2002, The plan was recorded in accordance with
the provisions of SEC Staff Acceunting Bulletin No. 100, “Restructuring
and Impairment Charges” and EITF 84-3, “Liabiiity Recognition for Certain
Employee Termination Benefits and Other Cosis to Exit an Activity”

The pro forma effect an net income is not necessarily representative of the effect in future years because it does not take into consideration pro forma

8. RELATED PARTY TRANSACTIONS

The company has regular transactions in the normal course of business
with CareerBuilder, Inc. (owned by Career Heldings, Inc.) and Glassified
Ventures, inc. At Dec. 30, 2001, the company owned 48.1% of Career
Holdings and 19.2% of Classified Ventures. In 2001, the company recorded
$2.8 million in sales related to CareerBuilder and $6.5 million to Classified
Ventures. The company also had expenses related 1o services provided
by CareerBuilder and Classified Ventures of $2.9 mitlion and $5.1 million,
respectively, for the year ended Dec. 30, 2001.
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9. ACQUISITIONS AND DISPOSITIONS

Acquisitions

in August 2000, Career Holdings, inc., a company jointly controlled by
Knight Ridder Digital and Tribune Go., completed the acquisitions of
CareerBuilder, inc., and CareerPath.com, inc., respectively. in the Career-
Builder acquisition, a wholly owned subsidiary of Career Holdings made
a tender cffer for all of CareerBuiider’'s common stock af a price of $8 per
share in cash. The tender offer, which began on July 25, 2000, and expired
on Aug. 21, 2000, was followed by the merger of the subsidiary into
CareerBuilder on Aug. 24, 2000. The CareerPath.com acquisition was
accomplished by the merger of a whoily owned subsidiary of Career

Hotdings into CareerPath.com on Aug. 31, 2000. The total purchase price
for the CareerBuilder and CareerPath.com acquisitions was approximately
$250 million. The company, through Knight Ridder Digital, currently owns
a 481% interest in Career Holdings, Inc.

In November 2001, Career Holdings, inc., 2 company jointly controlled
by Knight Ridder Digital and Tribune Co., acquired Headhunter.net, Inc., an
online recruitment and career development business, by completing
a tender offer of $9.25 per share, or approximately $217 million. The
company’s share was $108.5 miilion to fund this acquisition. Head-
hunter.net now operates as a wholly owned subsidiary of Career Holdings,
Inc.

10. PENSION AND OTHER POSTRETIREMENT BENEFIT PLANS
A summary of the components of net periodic benefit cost for the defined henefit plans and postretirement benefit plans (other benefits) is presented
here, along with the total amounts charged to pension expense for multi-empioyer union defined benefit plans, defined contribution plans and other

agreements (in thousands):

Penision Benefits Other Benefits
2001 2000 1999 2001 2000 1999
Defined benefit plans:
Service cost and plan expenses $ 69,297 $ 42,324 $ 36,340 $ 1,686 $1,271 $2,516
Interest cost 81,235 75,897 71,900 8,625 8,186 7,812
Expected refurn on plan assets (110,251) (102,817) (93,147) (739) (702) (805)
Recognized net actuarial {gain)
loss (11,954) (10,508) 1,380 3,939 (519 (48)
Amortization of prior service cost 6,524 6,733 6,596 (4,104) (4,104) 4,103
Amortization of transition asset 227 (3,128) (3,865)
Net 35,078 8,401 19,210 9,407 4132 5,372
Multi-employer union plans 11,500 11,218 . 10,860
Defined contribution plans 11,789 12,534 11,741
Other 1,731 1,413 1,812
Net periodic benefit cost $ 60,098 $ 33,566 $43,623 $9,407 $4,132 $5,372

Service cost in 2001 and 2000 included approximately $35.6 million and $15.0 millicn, respectively, related to accelerating the retirement of certain

employees.

Weighted-average assumptions used each year in accounting for defined benefit plans and postretirement benefits were:

Pension Benefits Other Benefits
2001 2000 1999 2001 2000 1999
Discount rate as of year end 7.5% 7.8% 7.8% 7.5% 7.8% 7.8%
Return on plan assets 9.0 9.0 9.0 6.5 6.5 6.5
Rate of compensation increase 4.1 4.3 35 4.5 45 35
Medical trend rate:
Projected 55 5.5 6.0
Reducing to this percentage
in 2002 and thereafter 55 5.5 55

The assumed health-care-cost trend rate has a significant effect on the
amounts reported. A one-percentage-point change in the assumed heaith-
care-cost trend rate would have the following effects:

One-Percentage- One-Percentage-
Faint Increase Point Decrease
Effect on total of service and
interest cost components
in 2001 $ 867 $ (667)
Effect on postretirement
benefit obligation as of
Dec. 30, 2001 $5,162 $(4,492)
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liabilities of Detroit Newspapers that are reported net in the Consolidated Balance Sheet under the caption “Equity in unconsolidated companies and

joint ventures”) (in thousands):

Pension Benefits Other Benefits
2001 2000 1999 20071 2000 1999
Change in benefit
obligation
Benefit obligation at beginning of year $1,063,691 $ 940,990 $1,020,113 $121,995 $120,819 $121,229
Service cost 64,520 40,717 35,143 1,685 1,271 2,516
Interest cost 81,235 75,897 71,900 8,625 8,186 7,812
Plan participants’ contributions 1,428 1,297 1,102
Amendments 428 3,820 4,361
Actuarial loss (gain) 14,583 54,912 (136,868) 14,239 3,272 (1,575)
Benefits paid (99,604) (52,645) (53,659 (14,351) (12,850) {10,265)
Benefit obligation at end of year $1,124,853 $1,063,691 $ 940,990 $ 133,621 $ 121,995 $120,819
Change in plan ts
Fair value of plan assets at beginning
of year $1,197,963 $1,171,546 $1,090,569 $ 11,803 $ 11,623 $ 12,701
Actual return on plan assets (24,954) 65,878 120,730 935 1,027 520
Company contributions 24,598 15,573 15,570 11,077 10,706 7,565
Plan participants’ contributions 1,428 1,297 1,102
Benefits paid and administrative costs (117,652) (55,034) (55,323 (14,351) (12,850) (10,265)
Fair value of plan assets at end of year $1,079,955 $1,197,953 $1,171 546 $ 10,892 $ 11,803 $ 11,623
Funded status of plan (underfunded) $ (44,898) $ 134,272 $ 230,556 $(122,730) $(110,192) $(109,196)
Unrecognized net actuarial gain (4,222) (177,783) (273,818) (5,976} (16,292) (19,758)
Unrecognized prior service cost 31,598 43,369 40,693 (7,982) (12,085) (16,189)
Unrecognized transition obtigation
(asset) 83 306 (2,920)
Net prepaid {accrued) benefit cost $ (17,585 $ 164 $ (5,489 $(136,688) $(138,569) $(145,143)
Amounis recognized in the Consolidated Balance Sheet consist of:
Pension Benefils Other Benefits
2001 2000 1999 2001 2000 1999
Prepaid benefit cost $ 63,428 £51,926 $ 44,263
Accrued benefit fiability (81,013) (51,762 (49,752) $(136,688) $(138,569) $(145,143)
Additional minimum fiability (7,852) (9,282)
intangible asset 7,852 9,282
Net prepaid (accrued) benefit cost $(17,585) $ 164 $ (5,489 $(136,688) $(138,569) $(145,143)
Amounts applicabie to the company’s pension plans with accumulated benefit obligations in excess of plan assets are as follows:
2001 2000 1999
Projected benefit obligation $94,074 $122,878 $37,666
Accumulated benefit obligation 78,129 106,057 26,462
Fair vaiug of plan assets 42,840 79,552
Unfunded accumulated benefit ohligation $35,289 $ 26,505 $26,462

58 Knight Ridder




01 the plans whose accumulated benefit obligations exceed plan assets, the amounts applicabie to qualified plans are as foliows (none in 1939):

2001 2000 7959
Projected benefit obligation $49,001 $85,838 3 -
Accumulated benefit obligation 46,622 82,239
Fair value of pian assets 42,840 ~79,552
Unfunded accumulated benefit obligation $ 3,782 $ 2,687 $ -

Met pension assets are included in “Other” noncurrent assets, and net
pension fiabiiities are included in “Employment benefits and cther non-
current liabilities” Substantially all of the assets of the company-
administered plans are invested in listed stocks and bonds.

11. QUARTERLY OPERATIONS (Unaudited)

Employee Labor Arrangements

About 37% of the company’s mare than 19,000 fuli-time equivalent empioy-
ees are represented by approximately 70 local unions and work under
multiyear collective bargaining agreements. These agreements are rene-
gotiated in the years in which they expire. A six-year extension of all iahor
contracis in Philadeiphia was negotiated in January 2001 and ratified by

all unions shortly thereafter,

The company’s largest source of revenue, retail advertising, is seasonal and tends to fluctuate with retail sales in markets served. Historically, retail
advertising is higher in the second and fourth quarters. General advertising, while not as seasonal as retail, is lower during the summer months.
Classified advertising revenue has in the past been a reflection of the overali economy and has not been significantly affected by seasonai trends.

The following table summarizes the company’s guarterly resulis of operations (in thousands, except per share data):

Quarter
Description First Second Third Fourth
2001 Operating revenue $735,398 $738,437 $693,122 §733,252
Operating income 116,509 52,632 123,896 168,718
Net income 40,737 13,426 @ 55,685 74976
Earnings per share
Basic:  Netincome 0.52 0.15 0.71 0.91
Diluted; Netincome 0.47 0.15 0.65 0.88
Dividends declared per common share 0.25 0.25 0.25 0.25
2000 Operating revenue $758,567 $806,168 $769,234 $877,798
Operating income 145,423 179,712 154,837 188,800
Net income (loss) 160,855 ® 96,273 76,106 (18,871)w
Earnings per share
Basic: Net income (loss) 2.03 1.23 0.99 0.29)
Diluted: Net income (loss) 1.74 1.08 0.87 (0.29)
Dividends declared per common share 0.23 0.23 0.23 0.23
19998 Operating revenue $720,568 $758,107 §737,201 $817,899
Operating income 125,664 152,653 150,980 192,125
Net income 62,867 © 86,586 " 76,209 114,277 @
Earnings per share
Basic:  Net income 0.76 1.04 0.90 1.37
Diluted: Net income 0.65 0.88 0.78 1.18
Dividends declared per common share 020 | 0.23 0.23 0.23

() includes after-tax work force reduction costs of $471 million.

(b) Includes after-tax gain of $92 million related to InfoSpace, Inc’s, acquisition of Prig, Inc., and GoTo.com, Inc’s, acquisition of Cadabra, Inc.

{€) Includes after-tax gain of $5.7 million on sale of a building in Philadeipfiia.

{d} tncludes after-tax severance costs of $10.4 million and after-tax loss of $103.3 million on the write-down of investments primarily in InfoSpace, Inc., and GaTo.com, Inc.
(e) Includes after-tax severance costs of $1.3 milion and an after-tax gain of $2.3 million on the sale of SportsLine USA, inc.
(f) Includes after-tax severance costs of $1.4 million and after-tax gains on the sale of Zip2 Corp. and AT&T Corporation stock (net of adjustments to certain investments

to write down permanent declines in their market value) of $6.7 million.

(9) Includes an after-tax gain of $14.7 million on the sale of AT&T Corporation stock.
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12. COMPREHENSIVE INCOME

{(in thousands):

The following table presents the components of other comprehensive income for 2001, 2000 and 1999 as shown in the Statement of Shareholders’ Equity

2001 2000 1999
Net income $184,824 $314,363 $339,939
Total gains (losses) on securities available for sale, net of taxes (5,584 (144,559) 47 462
Less: reclassification adjustment for reaiized iosses {gains), net of taxes 6,885 101,174 (24,116)
Change in accumulated comprehensive income 1,301 (43,385) 23,346
Comprehensive income $186,125 $270,978 $363,285

13. COMMITMENTS AND CONTINGENCIES

At Dec. 30, 2001, the company had lease commitments currentiy estimated
to aggregate approximately $162.5 miilion that expire from 2002 through
2051 as follows (in thousands):

2002 $ 22,206
2003 19,221
2004 16,032
2005 11,798
2006 9,128
2007 and thereafter 24,163

Total $102,548

Payments under the lease contracts were $25.2 million in 2001, $23.1
miftion in 2000 and $24.7 million in 1999,

In connection with the company’s insurance program, letters of credit
are required to support certain projected worker compensation obliga-
tions. At Dec. 30, 2001, the company had approximately $50 million of
undrawn letters of credit outstanding.

On July 13, 1995, six unions struck the Detroit Free Press, The Detroit
News and Detroit Newspapers (DN), which operates both newspapers.
Subsequently, the unions filed numerous unfair labor practice charges
against the newspapers and DN. In June 1997, after a long trial, a National
Labor Relations Board (NLRB) administrative judge ruled that the strike
was caused by the unfair labor practices of DN and The Detroit News and
ordered that DN and the newspapers reinstate all strikers, displacing
permanent replacements if necessary. DN and the newspapers appealed
the decision to the NLRB.

On Aug. 27, 1998, the NLRB affirmed certain unfair labor practice
findings against The Detroit News and DN and reversed certain findings
of unfair labor practices against DN. DN and the newspapers filed a motion
to reconsider with the NLRB, which was denied on March 4, 1999. The
unions and DN filed appeals to the U.S. Court of Appeals for the District
of Columbia Circuit.

On July 7, 2000, the U.S. Court of Appeals unanimously reversed the
NLRB, holding that the strike was an economic strike. Thus, the NLRB
order to reinstate and pay back pay to the strikers was also set aside.
The time to appeal has expired and no appeal was filed.

In September 2000, the company’s wholly owned subsidiary, Media-
Stream, Inc., was named a defendant in two class action {awsuits that
have since been consolidated with a similar lawsuit. In the first two
lawsuits, freelance authors alleged that their copyrights were infringed
when their works were made available on the defendants’ databases. The
plaintiffs asked to be certified as class representatives of ail similarly
situated freelance authors. in September, the plaintiffs added Knight
Ridder to their lawsuit and made reference to Knight Ridder Digital.

The two lawsuits were initially stayed pending U.S. Supreme Court
disposition of New York Times Company et al. v. Tasini et al. In June 2001,
the Supreme Court ruled that the defendants in Tasini were not entitled
to republish articles electronically without the author’s separate permis-
sion. The judge in the MediaStream case has ordered mediation, which
began in November.

The plaintiffs seek actual damages, statutory damages and injunctive
relief. Knight Ridder and MediaStream intend to contest liability and
oppose class certification. Existing indemnity agreements from various
content providers could mitigate MediaStream's potential exposure.
Management is currently unable to predict whether an unfavorable
outcome is likely or the magnitude of any potential loss.

Various libel and copyright infringement actions and environmental and
other iegal proceedings that have arisenin the ordinary course of business
are pending against the company and its subsidiaries. In the opinion of
management, the ultimate liability to the company and its subsidiaries as
a result of all legal proceedings will not be material to its financial position
or results of operations on a consolidated basis.

Debt Guarantees

The company guarantees 13%% of the debt of Ponderay Newsprint
Company, a newsprint mill invesiment. For the year ended Dec. 30, 2001,
and Dec. 31, 2000, these guarantees totaled $17.2 million and $19.6 million,
respectively. Management expects Ponderay to service its debt and there-
fore does not expect the company to perform under the guarantees.
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Shareholders:

The consslidated financial statements and cther financial information
were prepared by management in conformity with generaliy accepted
accounting principles applied on a consistent hasis throughout the
periods. The manner of presentation, the selection of accounting policies
and the integrity of the financial information are the responsibility of
management. Some of the amounts included in the financial statements
are estimates based on management’s best judgment of current conditions
and circumstances.

To fulfill its responsibilities, management has developed and continues
to maintain a system of internal accounting confrols, We believe the
controls in use are adequate to provide reasonabie assurance that assets
are safeguarded from loss or unauthorized use, and that the financia!
records are reliable for preparing the financial statements and maintaining
accountability for assets. These systems are augmented by written poli-
cies, organizational structures providing for division of responsibilities,
qualified financial officers at each operating unit, careful selection and
training of financial personnel and a program of internal audits. There are,
however, inherent limitations in any controt system, in that the cost of
maintaining a control system should not exceed the benefits to be derived.

The Audit Committee of the Board of Directors is composed of outside
directors and meets pericdically with management, internal auditors and
independent auditors, both separately and together, to review and discuss

the auditors’ findings and other financial and accounting matters. Both
the independent and internal auditors have free access to the committee.

The consolidated financial statements have been audited by the
company’s independent auditors, and their report is presented below. The
selection of the independent auditors by the Beard of Directors, based on
a recommendation by the Audit Commitiee, is ratified each year at the
annual meeting of shareholders.

/L‘_ 9 (.C&L,
P Anthony Ridder
Chairman and Chief Executive Officer

[Sony o

Gary Effren
Senior Vice President and
Chief Financial Officer

Shareholders

Knight-Ridder, Inc.

We have audited the accompanying consolidated balance sheets of
Knight-Ridder, inc., as of Dec. 30, 2001, and Dec. 31, 2000, and the related
consolidated statements of income, cash flows and shareholders’ equity
for each of the three years in the period ended Dec. 30, 2001. These
financial statements are the responsibility of the company’s management.
Our responsibility is to express an opinion on these consclidated financial
statements based on our audits.

We conducted our audits in accordance with auditing standards gener-
ally accepted in the United States. Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclo-
sures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by manage-

ment as well as evaluating the gverali financial statement presentation.
We beiieve that our audits provide a reasonable basis for our opinion.

in our opinion, the financial statements referred to above present fairly,
in all material respects, the consolidated financial position of Knight-
Ridder, Inc., at Dec. 30, 2001, and Dec. 31, 2000, and the consolidated
resuits of its operations and cash flows for each of the three years in the
period ended Dec. 30, 2001, in conformity with accounting principles
generaily accepted in the United States.

Gt ¥ MLLP

San Jose, California
Jan. 18, 2002
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Knight Ridder is a communications company engaged in newspaper publishing,
news and information services, electronic retrieval services, and graphics and
photo services. It publishes 32 daily newspapers in the United States that reach
8.5 million readers every day, and 58 affiliated Real Cities regional Web sites.

KNIGHT RIDDER STRATEGY

Vision

With technoloay enabling a constant flow of new preducts and services,
and consumers demanding ever-increasing value, Knight Ridder will be
pre-eminent in news, information and advertising in its markets.
We will do this by developing our own higii-vaiue products and services
to complement our traditional businesses. In our markets, we will grow
reader and advertising share every year; we will reach a2 majority of adults
every day; and we will have the dominant share of local online consumer
and advertiser husiness. We will grow revenue, profit and economic value
added.

Values

Qur historic missicn, to inform our communities, is a privilege, responsi-
bility and source of competitive strength. We will be worthy of its First
Amendment protection. Our commitment to our customers and to the
peaple of Knight Ridder is fundamental to our success. We will reflect the

diversity of the audiences we serve, including viewpoinis and cultures, in
our content and in our work forces.

THE COMPANY
Knight-Ridder, Inc., was formed in 1974 by a merger between Knight
fewspapers, nc., and Ridder Publications, Inc.

in 1903, Charles Landon Knight purchased the Akron Beacon Journal.
Knight Newspapers was founded by John S. Knight, who inherited the
Beacon Journal from his father in 1933. Ridder Publications was founded
in 1892 when Herman Ridder acquired the German-language Staats-
Zeitung in New York. Both groups flourished, each taking its stock public
in 1969. The merger created a company with aperations coast to coast.

Knight-Ridder, Inc., was incorporated in Ohio in 1974, The company was
reincorporated in Florida in 1976. Knight-Ridder, inc., which does business
under the name Knight Ridder, is headquartered in San Jose, Calif. For a
list of operating units, see page 68.

To assure that Knight Ridder remains a landmark company whose social
coniributions and corporate prosperity withstand the test of time, we are pledged
to provide enduring value to our customers, people, shareholders and commu-

nities. Cur future rests with all of you.

Therefore, we make these promises...

TO OUR CUSTOMERS ...

We promise to be passionate about serving you. To pur readers, we promise
content that matters to your daily lives — honest, fair, interesting and
useful news, information and advertising. To cur advertisers, we promise
reach and results to help you succeed.

TO OUR PEOPLE ...

We promise to help you develop, to show you respect, to reward you fairly,
to provide a workplace in which individual differences are valued. We
promise the opporiunity to contribute to an ennobling enterprise that is
dedicated to preserving the vigor of our demacracy.

TO OUR SHAREHOLDERS ...

We promise an attractive return that is competitive with peer companies,
and a commitment to sound financial practices, consistent economic
growth and innovative responses to market opportunities.

TO OUR COMMUNITIES ...

We promise to foster econamic and social health through good citizenship,
through volunteer and financia! support for causes that enhance the
community’s quality of life, and by providing valuable news, information
and advertising to the citizens we serve.
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P. ANTHONY RIDDER, 61 Chairman
and CEQ, and chairman of the Management
Committee of Knight Ridder; a director

since 1987 B.A., economics, University

of Michigan, 1962.

KATHLEEN FOLEY FELDSTEIN,
60 President of Economics Studies, Inc.,
a private consulting firm; a director since
1998 Member of Audit Committee. Ph.D,
economics, Massachusetts Institute of
Technology, 1977, B.A., Russian literature,
Radcliffe Cotlege, 1962,

THOMAS P. GERRITY, 60
Professor and former dean of The Wharton
Schoo! of the University of Pennsylvania;

a director since 1998. Member of Audit
Committee. Ph.D., management, Massachu-
selts Institute of Technology, 1970; M.S,
electrical engineering, MIT, 1964; B.S,,
elecirical engineering, MIT, 1963,

PAT MITCHELL, 59 fresident and
CEQ, Public Broadcasting Service, the
nation’s only noncommercial media
enterprise; a director since February 2002,
Honorary doctorate of arts and letters,
Emersan College, 2001 M.A,, Engtish,
University of Georgia, 1968; B.A,, English/
drama, University of Georgia, 1965.

GONZALO F. VALDES-FAULL 55
Retired vice chairman, Barclays Capital
(Latin America), and former CEQ, Barclays
Group Latin America, an international hank;
a director since 1992. Member of Audit
Committee. Master’s in international finance,
Thunderbird Graduate Schoo! for Interna-
tional Management, 1970; B.S., economics,
Spring Hill College, 1968.

BARBARA BARNES
HAUPTFUHRER, 73 Director of
several public companies; a Knight Ridder
dirgetor since 1979, B.A., sociology and
economics, Wellesfey Coliege, 1949,

* Ages as of Feb. 1, 2062

JAMES . CASH, 54 Professor at
Harvard Business Schoot; a director since
1895. Ph.D.,, management information
systems, Purdue University, 1976; M.S.,
computer science, Purdue University,
1974; B.S., mathematics, Texas Christian
University, 1369.

JOHN L. WEINBERG, 77 Senior
advisory director, The Goldman Sachs Group,
tnc.; former board member, chairman and
senior partner, Goldman, Sachs & Co,, an
investment banking firm; a dirsctor since
1969 M.B.A., business administration,
Harvard University, 1950, B.A., economics,
Princeton University, 1948.

M. KENNETH OSHMAN, 61
Chairman and CEQ of Echelon Corporation,
the leading provider of networking infra-
structure for everyday devices, a director
since 1996. Ph.D, electrical engineering,
Stanford University, 1967, M.S., electrical
engineering, Stanford, 1965; B.S,, electrical
engineering, Rice University, 1963; B.A.,
electrical engineering, Rice, 1962.

JOHN E. WARNOCK, 61 Co-founder
and co-chairman of Adobe Systems, inc,

a leading software development firm; a
director since December 2001. Ph.D,
electrical engineering (computer science),
1369; M.S., mathematics, 1964; B.S., mathe-
matics and philosophy, 1961, University of
Utah; honorary degree, science, University
of Utah, 1997

RANDALL L. TOBIAS, 59 Chairman
emeritus of £l Lilly and Company, a pharma-

ceuticals manufacturer; a director since 1994.

BS, business, indiana University, 1964.

;—
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P. ANTHONY RIDDER, 61 Chairman of the Management Commitiee since 1995; Knight Ridder chairman and CEQ since
1995, Served as president 1989 to 1995; president of the Newspaper Division 1986 to 1295, Served as publisher, San Jose
Mercury News, 1977 to 1588; general manager 1975 to 1977 B.A.. economics, University of Michigan, 1962,

JERRY CEPPOS, 55 Vice president/news since 1999, Oversees news operations of Knight Ridder’'s 32 daily newspapers;
responsible for the Knight Ridder Washington Bureau and the content of Knight Ridder/Tribune Information Services. Served as
vice president and executive editor, San Jose Mercury News, 13385 to 1939; managing editor 1983 to 1995; various editing
positions 1981 to 1983. B.S., journalism, University of Maryland, 1868,

MARY JEAN CONNORS, 49 Senior vice president/human resources since 1996; vice president/human resources 1989
to 1996. Oversees human resources for Knight Ridder; manages annual strategy and goal-setting. Served as vice president/
human resources, Philadelphia Newspapers, Inc., 1988 to 1989; assistant to the senior vice president/news, Knight Ridder, 1988,
assistant managing editor/personnel, The Miami Herald, 1985 to 1988. Stanford Executive Program, Stanford University, 1999;
B.A., English, Miami University in Oxford, Ohio, 1973.

GARY R, EFFREN, 45 Senior vice president/CFO since May 2001, Oversees all finance functions of the company and
helps develop strategy and evaluate business opportunities. Served as controlier 1995 to 2007; assistant vice president/assistant
treasurer 1993 to 1995, assistant o the vice president/finance and treasurer 1989 1o 1993; director of corporate accounting
1986 to 1989; business manager, Viewdata Corporation of America, 1984 1o 1986. M.B.A, University of Miami, 1989; BS.,
accounting, Rider College, 1978; CPA.

STEVEN B. ROSSI, 52 President/Newspaper Division since 2001. Responsible for all Knight Ridder newspaper operations.
Also directly oversees newspapers in Akron, Charlotte, Columbia, Contra Costa, Detyoit, Fort Worth, Kansas City, Lexington, Miami,
Olathe, Philadelphia, St. Pau) and San Jose; publishers report to him. Served as senior vice president/operations, Knight Ridder,
1998 1o 2007; execulive vice president and general manager, Philadelphia Newspapers, Inc., 1992 to 1998. M.B.A., The Wharton
School of the University of Pennsylvania, 1974; B.A., economics, Ursinus College, 1971,

JOSEPH (CHIP) VISCH, 48 Vice president/operations since 2000. Qversees operations for newspapers in Aberdeen,
Belleville, Biloxi, Bradenton, Columbus, Buluth, Fort Wayne, Grand Forks, Macon, Monterey, Myrtle Beach, San Luis Obispo, State
College, Tallahassee, Warner Robins, Wichita and Witkes-Barre; publishers report to him. Served as assistant to the chairman
and CEQ, Knight Ridder, 1996 to 2001, managing editor, Detroit Free Press, 1996, various newsroom positions 1978 10 1996, M.A,
journalism, Ohio State University, 1977; B.A., journalism, Ohio Wesleyan University, 1975.

GORDON YAMATE, 46 Vice president and general counsel since 2000. Manages companywide legal affairs. Served as
vice president, generai counsel and corporate secretary at Uiberate Technologies, 1889 to 2000; partner in the law firm of
McCutchen, Doyle, Brown & Enersen, LLP in Palo Afto and San Jose, 1988 to 1999: associate 1983 fo 1988. J.O, Santa Clara
University School of Law, 1880; B.A., economics and political science, University of California, Davis, 1977,

* Ages as of Feb. 1, 2002
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MARSHALL W, ANSTANDIG, 53 Vice president/senior labor and employment counsel since 1998. Advises and assists Knight
Ridder and its companies on legal matters related to labor relations and employment Jaw. Served as partner in the Jaw firm of Brown
& Bain, PA,, 1996 to 1998; managing pariner in the law firm of Bryan Cave in Phoenix, 1990 to 7996, J.D., Detroit College of Law,
Michigan State University, 1974, B.A., polilical science, Hope College, 1971.

ARDEN DICKEY, 48 Assistant vice president/circulation and regional call centers since 2000. Oversees circulation operations
at all newspapers and directly manages Knight Ridder’s two regional customer service centers. Served as vice president/circulation,
The Miami Herald Publishing Co., 1992 to 2000; circulation director, Knight Ridder, 1997, various circulation rofes, The Miami Herald
Publishing Co., 1971 10 1992. M.B.A., University of Miami, 1387, BB.A., corporate management, Florida Atlantic University, 1985.

VIRGINIA DODGE FIELDER, 53 Vice president/research since 1389. Responsible for market research for Knight Ridder,
including its annual reader, advertiser and internet surveys; consults with the newspapers on local research projects. Served as vice
president/news and circuiation research 1986 to 1989; director/news and circulation research 1881 to 1985; editorial research manager,
Chicago Sun-Times, 1979 to 1981, Ph.D,, mass communications, Indiana University, 1976; M.A., journalism, Indiana University, 1974, B A,
psychology, Transyivania University, 1970.

DAN FINNIGAN, 39 Vice president since 1998 and president of Knight Ridder Digital. Heads the company's Internet operations
and helps lead the company's interactive strategies and investments. Served as president and CEQ, SBC Interactive, 1998 to 1999; held
various positions at SBC Communications, inc., 1995 to 1998; group manager for product development, ESS Ventures, LLC, 1994 to
1995. M.B.A,, finance and marketing, The Wharton School of the University of Pennsyivania, 1993; B.A,, communication studies,
University of California, Los Angeles, 1984.

STEVE HANNAR, 43 Vice president/technotogy since 2000. Responsible for creating the vision for technology while setting the
standards in implementing new technology. Served as vice president/technology and ClO, Gazette Communications, 1996 to 2000;
director of management information systems 1993 to 1996; computer services manager, Journal/Sentinel, inc., 1986 to 1993. B.A,
business administration, Eastern Michigan University, 1982.

LYNDA HAUSWIRTH, 39 Assistant vice president/taxation since 1998. Responsible for all tax-related items, including income,
sales/use and property taxes, tax planning and research; assists individual companies with audits and filing requirements. Served as
senior tax manager, Emst & Young LLP 1996 1o 1998; senior associate, BDO Seidman, 1995 to 1996; various other tax positions 1987
to 1995. B.S., business administration/accounting, University of Vermont, 1983, CPA.

POLK LAFFOON 1V, 56 Vice president/corporate relations since 1994 and corporate secretary since 1999. Qversees the investor
relations, public and media relations and corporate secretary functions, including contact with the financial community. Served as
assistant to the president 1992 to 1994, assistant circulation director/distribution, The Miami Herald, 1991 to 1992. Served as director
and vice president/investor relations, Taft Broadcasting Co., 1982 to 1987 M.B.A., marketing, The Wharton School of the University of
Pennsylvania, 1970; B.A,, English, Yale, 1967,

ADRIENNE LILLY, 31 Assistant vice president/assistant general counsel since 2001, assistant general counsel since 1999.
Assists in the management of companywide iegal affairs. Served as corporate, commercial and securities lawyer at Fredrikson & Byron,
PA. in Minneapolis, 1995 to 1999, J.D, University of California at Berkeley, Boalt Hall School of Law, 1995; B.A., history, University of
Notre Dame, 1892

MARIO R. LOPEZ, 62 Assistant vice president/internal audit since 1393. Oversees the internal audit function for Knight Ridder
and its subsidiary companies; reports directly to the Audit Committee of the Knight Ridder Board of Directors on these matters. Served
as partner, Delaitte & Touche, 1978 to 1993. B.S., business administration, Saint Joseph's University, 1962; CPA.

* Ages as of Feh. 1. 2002
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manufacturing systems; tracks and promotes advances in newspaper production technology and acts as an internal consultant. Served
as vice president/technology, Knight Ridder, 1894 to 1998; senior vice president/operations, Philadeiphia Newspapers, inc, 1991 to
1984; vice president/operations research and planning 1988 to 19971, vice president/production 1986 fo 1988. M.S., management science,

Auburn University, 1977, BS.. University of North Caralina, business administration, 1976.

JACQUI LOVE MARSHALL, 53 Vice president/huran resources/diversity and development since 2000. Oversees recruiting,
corporate learning and diversity. Served as assistant vice president/human resources 1998 to 2060; vice president/human resources,
The Miami Herald Publishing Co., 1993 to 1986; various roles, The Washington Post, 1886 fo 1993. Ed.M, educational counseling,
Harvard University, 1970; B.A | education, Trenton State College, 1968

LARRY CLMISTEAD, 44 Assistant vice president/news since 2001. Oversges news operations of some daily newspapers; helps
set overall news direction. Served as managing editor, The Miami Herald, 1996 to 20071, Knight Ridder assistant vice president/lwman
resources/diversity 1993 to 1996; special projects editor, The New York Times, 1993. Attended George Washington University.

MIKE PETRAK, 43 Vice president/marketing since 2001, Oversees planning and implementation of strategic marketing initiatives
including sales, branding efforts, reader and advertising reseaich, new product initiatives and database marketing across the company.
Served as executive vice president and general manager of The Kansas City Star, 1997 {0 2007, vice president of marketing and
advertising, 1994 to 1997, director of marketing for Consumer Power Marketing, 1992 to 1394; advertising director for the Wisconsin
State Journal and The Capital Times and The (Tacoma, Wash:) News Tribune, 1987 10 1992, M.B.A,, marketing, University of lowa, 1982;
B.A., journalism, University of lowa, 1980.

MARGARET RANDAZZOQ, 34 Vice president/controlier since 2001. Responsible for all financial reporting, corporate accounting
and risk management. Served as vice president and CFO of the Fort Worth Star-Telegram, 1998.to 2007, and financial planning manager,
1996 to 1998; manager, Audif and Business Advisory Division of Arthur Andersen LLP, 1990 to 1996. B.B.A., accounting, University of
Oklahoma, 1990; CPA.

STEVEN J. STEIN, 48 Vice president/human resources/compensation and benefits since 2000. Oversees benefits, compensation
and human resources information systems, and works with companies on succession planning, organizational development and
employee research activities. Served as assistant vice president/human resources 1995 to 2000; vice president/human resources for
Knight Ridder Business Information Services, 1989 to 1995. Ph.D, psychology, University of Florida, 1987, B.A., psychology, George
Washington University, 1974.

STEVE STORE, 49 Assistant vice president since 2000. Leads the Knight Ridder Shared Services Center (SSC), which consolidates
the routine financial transactions, genera!l ledger, accounts payable, fixed assets, purchasing and vendor management activities of all
Knight Ridder companies. A member of the group that created the SSC, he served as general manager 1995 to 2000; vice president/
finance and CFO, The Charlotte Observer, 1992 to 1995; director/finance and controller, The Miami Herald, 1987 to 1992, B.A., business
administration, Southwestern College, 1974,

* Ages as of Feb. 1, 2002
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COMPANY HEADGQUARTERS / EMPLOYEES
The company is headguartered in San Jose, Calif, and employs about
19,000 paopis.

Corporate Headquarters
Knight Ridder

Suite 1500

50 West San Fernando Street
San Jose, CA 95113
408-938-7700

PUBLICATIONS / INFORMATION

We are pleased 1o honor requests for copies of our annual report. The annual
report contains substantiaily ali of the information required by Form 10-K
except for certain miscellaneous schedules and information. Shareholders
may request a free copy by calling 408-938-7878. To view the annual report,
proxy, press releases, earnings releases, statistical reports and SEC filings,
visit our Web site at www.knightridder.com.

For other information, please contact:

Polk Laffoon IV

Vice President/Corporate Relations and Corporate Secretary
408-938-7838

Fax: 408-938-7813

For information concarning stock certificates, dividend checks or lost certifi-
cates, please contact:

Sharon Orlando

Manager, Shareholder Services and Records

408-938-7713

Fax: 403-938-7813

ANNUAL MEETING

Shareholders of Knight Ridder are invited to attend the annual mesting of
shareholders at 9:30 a.m. on Aprit 23, 2002, at the Fairmont Hotel, 170 South
Market Street, San Jose, CA.

MEDIA ANALYSTS WHO FOLLOW KNIGHT RIDDER

Peter Appert Steve Barlow
Deutsche Banc Alex. Brown Prudential Securities
46th Floor 17th Floor

107 California Street
San Francisco, CA 94111

Doug Arthuy
Morgan Stanley
12th Floor

1585 Broadway
New York, NY 10036

Edward Atorino
\Wasserstein & Perelia
7th Floor

31 West 52nd Street
New York, NY 10019

1 New York Plaza
New York, NY 10292

Bill Bird

Smith Barney

28th Fleor

388 Greenwich Street
New York, NY 10013

Barton Crockett

J. P Morgan Chase & Co.
10th Floor

277 Park Avenue

New York, NY 10172

KRI STOCK
Knight Ridder common stock is listed on the New York Stock Exchange and
the Frankfurt Stock Exchange under the symbol KRI.

The stock also is traded on exchanges in Philadelphia, Chicago, Boston,
San Francisco, Los Angeles and Cincinnati and thyough the intermarket Trading
Systemn. Options are traded on the Philadeiphia Exchange and the American
Stock Exchange.

Knight Ridder stock split two-for-one in 1996, 1983 and 1978. Knight
Newspapers, in¢., stock split two-for-one in 1972. At year end, the company’s
84.4 million common shares were held in all 50 states by 8,387 shareholders
of record.

STOCK TRANSFER AGENT

Mellon Investor Services is the stock transfer agent, registrar and dividend
dishursing agent and maintains shareholder accounting records. The agent
will respond to questions on change of ownership, lost stock certificates,
consolidation of accounts and change of address. Direct inquiries to:

Mellon investor Services

PO. Box 590

Ridgefield Park, NJ 07660

212-613-7427

800-758-4672

www.melion-investor.com

DIVIDEND REINVESTMENT

Knight Ridder offers a dividend reinvestment plan that automatically reinvests
shareholder dividends for the purchase of additional shares of stock. For
more information or 1o join the plan, contact:

Meilon Investor Services

Dividend Reinvestment Dept.

PO. Box 3337

South Hackensack, NJ 07606

800-982-7648

EMPLOYEE STOCK PURCHASE
Empioyees with questions may call 800-382-7648 for shares held by Mellon
and 800-838-0908 for shargs held by E*Trade.

Bill Drewry Michael Kupinski
Credit Suisse First Beston AL Edwards & Sons
Suite 3650 One North Jefferson Avenue

1201 Peachtree Street NE
Atlanta, GA 30309

St. Louis, MO 63103

Brian Shipman

Lauren Fine Robertson Stephens
Merrili Lynch 28th Foor

World Financial Center 1633 Broagway
20th Floor New York, NY 10019

250 Vesey Street
New York, NY 10080 Lee Westerfield

USB Warburg

Kevin Gruneich 9th Floor

Bear, Siearns & Co.. Inc. 1285 Avenue of the Americas
33rd Floor Mew York, NY 10019

383 Madison Avenue

Nevy York, NY 10179
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KNIGHT RIDDER
50 W. San Fernando St.
San Jose, CA 95113
408-938-7700

DAILY NEWSPAPERS
Aberdeen (S.D) American News
Akron {Ohio) Beacon Journal
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