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THE FINANICIAL TIMES LIMETED

DIRECTORS" REPORT

The directors present their report and the audired finanmcial statements for the
yvear ended 3lst Pecember 1986.

PRINCIFPAL ACTIVITIES AND BUSINESS REVIER

The principal business activity of the company during the year wunder review has

been the publication of the internation=l daily newspaper "Financial Times",

On 9th July 1986 the Company anucunced its intemtion to relocate its printing
facilities from Bracken House in the City of London to @ new gite in the
Docklands area. The compamy also announced its decision to change the technology
of its printing operations and to seek a total of 404 redundancies pver the unext
2 years. A substantial redundancy package would be megotiated with the Company’s
workForce and an extraordinary item of £28 nillion before taxation relizf hes
been provided In this year's accounts to cover all these items of expendlture.

RESULTS AND DIVIDENDS

The profit of the company for the year after taxation but before extraordinary
itens was £15,306,128. An extraordinary item, net of taxation, of £18,541,513
was charged against the profit after taxatiom. An interim dividend of £2,250,000
has been declared and paid. The directors do not recommend payment of a final
dividend leaving a retained deficit for the year of £5,485,385 which has been
deducted from reserves, leaving accumulated profits carried forwaxd of
£7,225,937.

DIRECTORS
The directors who served during the yeaxr are listed on page 2.
DIRECTORS' INTERESTS IN SHARES AND DEBENTURES

All the directors are also directors of the immediate holding company, Financial
Tiueeg Group Limited, and are not required tc notify their interests to this
company.

STGNIFICANT CHANGES IN FIXED ASSETS

The company made two major investments in fixed assets during the year. &n
amount of £3,642,000 was ineurred on new technology for Editordal Word Processing
equipment and 2 further amount of £2,058,000 as payment for the construction of
printing presses for the mew printing works in London Docklands,

EMPLOYMENT OF DISABLED PERSONS

Applications for employment by disabled persons are considered on the same basgis
as other applications, giving full and fasr consideration to the respactive
skills, knowledge and abilities of the applicant concerned and the requirements
of the work involved. In the event of members of staff becoming disabled every
effort 1s made to assist them in ensurding that their employment can continue with
the group.' The training, career development, and promotion of disabled employees
is, as far as possible, jdentical to that of employees who do mot suffer from a

disabllity.




THE FIKANCIAL TIMES LIMTTED

EMPLOYEE TNFORMATION

Employees are provided systemarically with imformation on pattars ©f eoncern o
them as employees by means of & pevslerter, the FuTa Peyspectlve. JoInt
consultative committees of papagezent acd unicn Tepresertatives exist to dispuss
matters likely to affect exployees' lprerzsts. Since Decenber 1986 tha Company

has initfated a coupany-wide programze of “teem briefimg" im conjunetion with the
Industrial Society.

A1l employees of Pearson plc group ceopanies may participate i1 the Pearson ple
gave As You Earn Share Option Schera. Exployees are encouraged to maintain an
interest in the fipancial and economic factors affecting the company’ 8
performance. Copies of the financial statements of the ultimote holding company
are available to all employees and 2 statement summardsing the performance of the
Financial Times Group 1s also semt to all employeesS.

HEALTH AND SAFETY AT WORK

The Company retains the services of a leading physiclan supported by qualified
aursing staff and 2 fully equipped pedical clinic. Medical help 1s available Bt
all times during the working hours of the Company.

There is also a Joint comnittee of management and staff who monitor all aspects
of health, safety and welfare at work of the employees of this Company.

AUDITORS
In secordance with Section 384 of the Companies Act 1985, a rescolutlon proposing
the re—appointment of Deloitte Haskins & Sells as auditors to the compaiy will be

put to the Annual General Meeting-

B¢ ORDER OF THE BOARD

Secretary

18 March 1987



AUDITORS" REFORT
TO. THE MEMBERS OF THE FINANCTAL, TINES LIMITED

e have audited the fimancial statements on pages 6 to 19 im accorfance with
approved Auditing Standards.

In our opinion, the financial statements give a true and fair view of the state
of affalrs of the company at 3lst December 1986 and of the result for tho year
then ended and comply with the Companles Act 1985,

The finarncilal statements do not include the statement of source and application
of funds required by Statement of Standard Accounting Practice No, 10.

DBy dealose o Jey

Chartered Accountants

London

|8 March 1987



THE FPINANCTAL TIMES LIMITED

ACEOUNTING POLICIES

Basis of accounting

The company prepares ite financfal stateremts ¢n the hisroxical cost pagis of
accounting.

Turnover

Turnover represents net circulation, advertiserment and other revenue recedvable
from third parties, excluding value added tax,

Assoclated company

The compary's investment in the associated company is stated at cost in the
balance sheet.

Tangible f£ixed assets

Fixed assets cre stated at cost and are depreciated over their estimated economic
1ives by equal annual jnstalments at the appropriate rates between 5% and 25% per
annum.

Overseas currencles

Assets and liabilities {n overseas currencies are translated to sterling at the
rates ruling at e balance sheet date, and profit and loss account items are
translated at the rate ruling at the date of the transactiom. A1l exchange
differences are taken %o profit and loss account. .

Deferred taxation

The company provides deferred taxation, at the applicable rates, to take account
of timing differences which exist betweem the treatment of certain {tems for the
nurposes of the financial statements and their treatment for taxation purposes
except to the extent that the dixectors consider it reasonable to agsume that
such timing differences will continue in the future.

Stocks and work~in—-progress

Stocks, which conmprise newsprint, paper and othex materials, are valued at the
lower of cost and net realisable value.



THE FINANCTIAL TIMES LIMITEDR

PROFLIT AND LOSS ACCOUNT
EQR(THE YEAR ESDED 31ST DECEMEER 1926

TURNOVER
COST OF SALES

GROSS PROFIT -
DISTRIBUTION COSTS
ADMINISTRATIVE EXPENSES

OTHER OPERATING INCOME

OPERATING PROFLIT

INVESTMENT INCOME

INTEREST RECEIVABLE

PROFIT ON ORDINARY ACTIVITIES BEFORE TAXAT10N
TAXATION ON PROFIT ON ORDINARY ACTIVITIES

PROFIT OF ORDINARY ACTIVITIES AFTER
TAXATION

EXTRAORDINARY CHARGE (1985: INCOME)
NET OF TAXATION

LOSS (1985: PROFIT) AFTER TARATION AND
EXTRAORDINARY ITEMS

DIVIDENDS

DEFICIT (1983: RETAINED SURPLUS) FOR THE YEAR

Notes 195D 1%8S

1 98,482,502 78,825,962
(56,319, 653) 1%49,204,962)

42,162,849 29,621,000
(7,287,037 £5,443,080)
(16,013,882) (14,343,694)

76,177 67,754
1,831,468 1,072,809

2 23,087,834 14,678,371
5 (7,781,706) (45,892,471
- 15,306,128 9,785,900°

] (18,541,513) 2,450,000
(3,235,385) 12,235,900
i (2,250, 000) (4,075,000)

19 £(5,485,385) £ 8,160,900
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THE FINANCIAL TIMES LDMITED

BALANCE SHEET
AS AT 31ST DECEMBER 1586

FIXED ASSETS
Tangible assets

Investmentss:

subsidiaries
Assaciated company
Octher investments

CURRENT ASSETS

Stocks
Debtors
Cash at bank and in hand

CREDLTORS: AMOUNTS FALLING DUE
WITHIN ONE YEAR'

NET CURRENT ASSETS

TOTAL ASSETS LESS CURRENT LIABILITIES

CREDITORS: AMOUNIS FALLING DUE AFTER
MORE THAN ONE YEAR

PROVISION FOR LIABILITIES AND CHARGES
DEFERRED TAXATION ASSET

NET ASSETS

CAPITAL AND RESERVES

Called-up shaxe capital
Profit and loss account

The f£inancial gtatements o pag

eg 6 to 19 were ap

Xotes
————

B

10
12

12

14
15

16

16

17
17

i8
19

on 18 Maxch 1987 and were signed on {ts behalf by!

e e 0w
fLareds y DIRECTORS

../"(Ogefw’:g )

1986 1988
£ £
8,531,496 2,730,814
876,103 1,876,103
990,000 900,000
100 10,815
10,607,699  5,5174732
573,383 607,858
27,535,124 22,418,917
17,128,379 13,110,318
45,236,886 36,137,093

(20,386,255) (21, 360,805)

e ——— et
e

24,850,631 14,776,288
35,458,330 20,294,020
(6,824,021) (5,111,871}
(27,621,076) (670,827)
8,012,704 -
(19,608,372) (670,827)
£ 9,025,937 £14,511,322
e
1,800,000 1,800,000
7,225,937 12,711,322
£9,025,937 £14,511,322

e
et ——

proved by the Board of Directors:




THE FINANCIAL TIMES LIFITED

HOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECIBER 1925

1. TURHOVER
2986 1985
£
Geographical markets supplied:

Inited Kingdom 80,209,489 £3,175,258
Europe 7,048,881 3,635,508
North America 7,008,968 5,168;151
South America 121,116 193,729
Africa 1,114,575 1,443,682
Asla 2,733,262 1,877,239
Ausggralasia 245,211 332,295

£98,482,502 £78,825,962

The company treats involices to agents in the United Kingdom as United Kingdom
turnover regardless of the countxry of residence of the customer.

2. PROFIT ON ORDINARY ACTIVITLES BEFORE TAXATION 1986 1985
£ £
Profit on ordinary activities before taxation

is arrived at after charging:

—

Staff costs (see Note 3) . 17,046,012 15,236,366 ,
Depreciation of tangible fixed assets 826,963 764,126
Auditors' remuneration (including expenses) 35,000 32,000
Hire of land and buildings - operating leases 2,048,535 2,036,696
Hire of other assets — operating leases 15,093 9,254

3. DIRECTORS AND EMPLOYEES

1986 1985
Number Number
The average weekly numbex of persons (including
directors) employed by the company duxing the
year was: 200 807
£ £

Staff costs comprised:

Wages and salaries

Social security costs

Other pension costs (see note 22)

15,310,470 13,471,053
1,145,517 720,349
590,025 1,044,964

£17,046,012 £15,236,366




THE FINANCIAL TIMES LIMITED

HOTES T0O THXE FINANCIAL STATEMENTS

FOR THE YE4R FNDED 31ST DECEMBER 1986 {(continued)

3., DIRECTICRS AND EMPLOYEES (ceontinmued)

The number of senior employees of the company, other than directorS, who
received renuneration (excluding pension contributicns) in the following

ranges was!

£30,001 ~ £35,000
£35,001 ~ £40,000
£40,001 -~ £45,000
£45,001 - £50,000
£55,001 -~ £60,000

The remuneration paid to directors was:

Fees and other emoluments
(including pension contributioms)
Pensions paid to former directors
Compensation for loss of office

Fees and other emoluments disclosed above
(excluding pension contributions) imclude
amounts paid to:

Chairman

Highest paid director

1986
Rupber

21
7
11
1
!

493,865
13,640

£507,505

NIL
£112,063

1985
Number

10
15
1
1
i

511,235
14,187
37,425

£562,847

NIL
£ 90,009

The number of other directors who received fees and other emoluments
{excluding pension contributions) in the following ranges was:

£0 - £5,000
£30,001 -~ £35,000
£55,001 - £60,000

£60,001 — £65,000
£65,001 — £70,000

£70,001 - £75,000
£75,001 - £80,000
- £85,000

£80,001

- 10 -

1986

Number

1
WIL
1
1
NIL
1
1
1

1985

Number

e e s



THE FINANCIAL TIMES LIMITED

NOTES TO THE FINANCTAL STATEMERTS
FOR THE YEAR ENDED 3157 DECEMBER 1986 {continued)

4. INVESTMENT INCOME

Income from shares in group companies {excluding
assoclates)

Income from investment in asscclate

Income E£rom other listed fixed asset investments

5. TAXATION

Current year:
Corporation tax on the profit
of the year at 36.25% (1985 41..253%)
Deferred taxation

—

Prior year adjustments:
Gurrent taxation
Deferred taxatiom

Tax credits franked on investment income

- J1 -

198% 1985

£ 1
1,500,000 2,992,911
780,845 684,108
37,414 26,4563
£2,318,259 £3,703,582
1986 1983

[3 [
7,071,792 5,114,482
530,113 (146,611)
7,601,905 4,967,871
(56,244) (253,834)
(1,267} (34,843)
237,312 213,277
£7,781,706 £4,892,471
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THE FINANCIAL TIMES LIMITED

NOTES. TG THE FINARCYAL STATEMENIS
FOR THE YFAR ENDED 315T DECEMEER 1986 Cecntizned)

th.

EXTRAORDINARY ITEMS 1986 1985
[ %
Extraordipary charges:
Anticipated costs in connection with
proposed transfer of printing axd
production operations from Centxal London
to new premises in London Docklands (28,000,900) -
Extraordinary income:
Provision against the Cost of shaxes in
FT Business Enterprises Limfted now mo
longer required - 2,450,000
Extraordinary charge (1985: income) (28,000,000 2,450,000
)
Taxation relief on vhe above:
UK Corporation tax at 36.25%
Current ) 246 ] 1 10 -
Deferred (at 35%) {J 9,212,377 -
- 9,458,487 -
Extraordinary Charge (1983 Incone) . ‘
B taxation £(18,541,513) £2,450,000

- 12 -
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THE FINANCISL TIMES LIMITED

NOTES TO THE FINAHCYAL STATEMERIS

FOR THE YEAR ENDED 31ST DECEMBER 1985 fecntizuedd

7

PIVIDENDS

First interim paid
Proposed f£inal

TANGIBLE FIXED ASSETS

At lst January 1986
Additions
Intra-group additions
Dispogals

At 3lst December 1@86

Degreciation

At lst January 1986
Charge for the year
Intra~group additions
Eliminated in respect
disposals

At 3lst December 1986

Net book value

At 3list December 1986

At lst January 1986

of

1986
£
2,230,000

1985
£

752000
3,100,000

£ 2,250,000

£ 4,075,000

Payments on

Tixtures, account and

Flant Fietinogs, assets

and tools and in course of
Machinery  equipment constructlon Total

£ £ £ y

1,813,962 3,365,607 - 5,179,569
31,740,188 1,065,169 2,069,306 6,874,663
94,734 17,234 - 111,968
- (266 ,430) - {266 ,430)
5,662,884 4,181,580 2,069,306 11,899,770
876,89 1,571,861 - 2,448,755
354,459 - 472,504 - 826,963
- e 9 ) 57 1 - . 9 ,57 1
- (217,015} - (217,015)
1,231,353 1,836,921 - 3,068,274
£24,517,531 £2,344,659 52,069,306 £8,831,%96
£ 937,068 £1,793,746 £ - £2,730,814

- 13 -
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THE FINANCIAL TIMES LIMITED

NOTES TO THE FINANCTIAL STATEMENTS

FOR THE YEAR ENDED 31ST DECEMBER 1986 (contimued?

g, OPERATING LEASES

Land and
Buildings
£

Annual commitments in respect of
operating leases:
Expiring within one year 3,400
Expiring 4n the second to
fifth years inclusive 60,266

Expiring in over five years 1,989,316

e ———————

£2,052,982

er————————

10, INVESTMENT IN SUBSIDIARIES

Shares at cost less~amounts written off
Loans and advances less provisions

.

Details of subsidiaries:

Active Subsidiaries:

The Financial Times (Benelux) Limited
The Financial Times (France) Limited
F.T. (Germany Advertising) Limited
The Financizl Times (Europe) Limited

The Financial Times (Switzerland) Limited

St. Clements Press Timited

Dormant Subsidiaries?

gt, Clements Press Pension Trustee Limitea
The Financial Times Pension Trustee Limited

The Financial News Limited
'‘rhe Financial Times‘(Canada) Limited
?.T. {(Amexica Advertising) Linmited

w 14 -

1986 1985
Land and

Othex Buildings Drher
£ 3 £
7,599 9,375 -

8,949 73,095 94254
19 1,954,226 -

£16,567 £2,036,696 £9,254

1986 1985

£ E
852,141 852,141
23,962 1,023,962 ..
£ 876,103 £1,876,103

_ Percentage of capital owned

Oxdinary

100
100
100
100
100
100

100
100
100
100
100
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THE FINANCIAL TIMES LIMITED

NOTCS TO THE FINANCTIAL STATEMENIS
FOR THE YEAR ENDED 21ST DECEMBER 1986 {comtinpued)

I:o L3

11.

12.

INVESTHMENT 1IN SUBSIDLARIES (continued)

Grovp financial statements have not heem prepared as the compeny 35 dt5elf the

wholly cwned subsidiary of Finmancial Times Group Limited, a company Inoorporatud
in Great Britain.

In the opinion of the directors the value of the investment in subsidiaries is
not less than the amount at which it 1s stated Iin the balance sheet,

INVESTMENY IX ASSOCIATED COMPANY

1986 1985
Shares at cost £900,000 £900,000
Tletails of the associated company are as follows:
Held at

3lst December 19386
and 3lst Decemiter 1985

% of issue
The Economist Newsyaper Limited
4,536,000 25p ordinary shares 50
252,000 25p ‘A" special shares -
252,000 25p 'B' special shares 1¢0 .
100 5p Trust shaxes -

The associated company is unlisted and incorporated in Great Britain.

In the opiaion of the directors the value of the investment in the assoclated
company ‘is not less than the amount at which it is stated in the balance 'sheet.

OTHER INVESTMENTS

1986 1935
£ £
At cost: -
Shares in Reuters Holdings plc 100 106
Loan Stock in Fairplay Publicatiras Limited - 10,715
£ 100 £10,815
Summary of movementss
Cost
At lst January 1986 310,815 21,530
Annual repayment of Loam Stock {(10,715) (10,715)
£ 100 £10,815

At 3ist December 1986

the value of vther investments is not less

. he directors \
In the opinion of the : d in the balance sheet,

than the amount at wiileh 4t 1s state

-15-
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THE PINALCIAL TIMES LIULTED

MOTES TO THE FINANCIAL STATEMENTS

FOR THE YFAR ENDEY 315T DECEMBER 1986 (contipmed)

13. CAPITAL COMMITMENTS

Capital expenditure that has been
contracted for but has not beem

provided for in the financial

gttatemants

. Capital expenditure that has

been authorised by the directors
but has not yet been contracted

for

14. STOCKS

Stocks comprise:

Raw materials and consumables
Work in progress

. Tn the opinjon of the directors, there 1s no material di

£9,151,300

e ————————

£17,146,000

—————r——————

1986

———

€

570,565
2,818

rm————r

£573,383

replacement cost and the balance sheet valuation of stock.

15. DEBTORS

Amounts falling due within one year:

Trade debtors

Amounts due £rom Sroup companies

Other debtors
Prepayments and accrued income

- 16 -~

583,973
%3,885

s pp—

£607,858

fference between the

1986 1985

£ £
19,950,378 18,187,387
6,095, 203. 3,765,394
706,870 216,839
782,673 249,297
£27,535,124 £22,418,917
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TRE FINANCIAL TIMES LIMITED

NOTES T0 THE FINANCTAL STATEMENIS

FOR. THE YEAR ENDED 315T DECEMBER 1936

L6.

17'

CREDITCES

Amounts falling due within ome year:

Trade crzditors

Amounts owed to group companies
Dividends payable

Corporation tax

Other taxation and social security payable
Other creditors
Aceruals and deferred incoeme

Amounts falling due after one year:

Corporation tax

PROVISION FOR LIABILITIES AND CHARGES

a) Provisions

Provision has been made in Trespect of th

Anticipated
mosts dn connection

{continued)

1985 1985

£ £
2,520,079 2,431,263
6,540,030 65216,508
- 3 k] 1‘00,{000
4,518,288 7,015,065
1,301,513 2,471,992
342,558 13,744
5,043,787 4,112,231
£20, 381,255 £21,360,805

£6, 824,021

£ 5,111,871

.IAnticipated future
costs in connection

with proposed mew with dilapidation of

e followinguliabilities:

;gpinting operation Leasehold Property Total
£ £

pyrovision at

1st January 1986 - -

Tyransferred from Profit amd

Loss Account 28,000,000 300,000 28,300,000

Expenditure during the year (6785924) - (678,924)

o ———— e T P Crr————— er———
provision at 31st December : |
1986 £27,321,076 £300,000 £27,621,076

e el

-17 -

e ————mrtr
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TIE FINANCYAL TIMES LIMITED

HOTES TO THE PFINANCIAL STATEMERTS
TOR THE YEAR EWDED 31ST DECEMEER 1936 (continued)

} 17, PROVISION FOR LIABILITIES AND CHARGES {comtinued}

t
; b) Deferred Taxation
|

| Deferred taxation is pravided in £ull at the applicable rates of raxation
in the fipancial statemenus. The azcunts for which provision has teen
made are as folleocws:i—

T Timing
| Excess of Tax Other Short Differences
! Allowances over Tern Timing in connectlon
! Depreciation pifferences with Provisiens Totzl
: 3 £ £ T
: Provision at
[ 1st January 1986 700,939 (30,112) - 670,827
{ Transfer from(to) Profit
E and Loss Account 643,359 (9,513)  (9,317,377) (8,683,331)
‘ Provision at El,344,298 £(39,625) £(9,317,377) £(8,012,704)
t 31st December 1986
| 18. CALLED-UP SHARE CAPITAL
| 1986 1985
: £ £
. Authorised, allotted and fully paid:
2,001,208 ordinary shares of 25p each Y 500,302 500,302
5,198,792 "A' ordinary shares of 25p each N 1,299,698 1,299,698
£1.,5600,000  £1,800,000
19. RESERVES

Profit and
o loss account
' £
At 1st January 1986 12,?11,322
peficit for the year (5,485,385)
At 3lst December 1986 £7,225,937

e e

V.

- 18—



THE FINANCIAL TIMES LIMITED

NOTES TO THE FINANCIAL STATEMENTIS
FOR THE YEAR ENDED 31ST DECEMBER 1986 {continved)

20.

21.

22‘

23.

CONTINGENT LIABILITIES

The company has, together with certain fellovw subsidiaries, jointly wad
severally glven a guarantee to irs bankers, Midland Bank ple in vespect of
sums owing to the Bank at any time on any of the individual companies“

accpunts, or the accounts of certain ather subsidiaries of Pearsen ple
Included in the agreement.

The company has guaranteed the performence and payment by F.T. Poblications
Inc, a fellow subsidiary of Pearson PLC, of its comtracts with Evergresn
Printing and Publishing Companys and American Satellite company in counecction
with the printing of the Financial Times newspaper In the United States of
America.

The company; togethef with certain othexr subgidiaries of Pearson ple has
guaranteed interest on and repayment of £30,926 ,443 guaranteed ynsecured loan
stock of Pearson plec.

There are contingent 1iabilities in respect of outstanding libel claims
amounting to £22,000 based on lawyers' estimates of settlemenys and cosSts. A
significant proportion of this amount would be covered by insurance.

Other contingent 1iabilities, in respect of bank guarantees, amounted to
£22,762 at 3lst Decembexr 1986. ’ -

CHARGE ON ASSETS .

The company's leasehold interest in Bracken House is speeifically charged to
the Prudential Assurance Company Limited as trustees for the stockholders of
£5,167,756 first mortgage debenture stocks of Pearson ple.

PENSION COMMITMENTS

Payments are made into a pension scheme in the United Kingdom. The actuaries
to the scheme are Messrs. R. Watson and Sons and their last valuation ‘was at
3Q0th June 1983 which disclosed a surplus on 2 discontinuance basis. Based on
a preliminary assessment of the results of the latest valvation, as at 30th
June 1%86, the company 's contributions have been suspended with affect from

1st July 1986.
THE ULTIMATE HOLDING COMPANY

The company's ultimate holding company is Pearson plc, a company :]_nc'gxpora‘ted
in Creat Britain.

- 1G —



