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News Group Newspapers Limited
The directors’ report
Year ended  July 2012

The directors have pleasure in presenting their report and the financial statements of the company for the year
ended 1 July 2012

Principal activaties and business review

The principal activity of the company 1s the printing and publishing of The Sun newspaper The company uses
the printing facihities of fellow subsidiaries of the Newscorp Investments group, and in some cases, external
printers

The company generated turnover for the year of £508,658,000 (2011 £653,601,000) The principal cause of the
reduction in tumover and operating profit was the closure of The News of the World Operating margins have
decreased reflecting the reduced level of turnover In addition cost of sales (excluding the effect of The News of
the World closure) have decreased due to a reduction in recharges from other group companies Newscorp
Investments have carried out a review of its method of making internal recharges to other group compames for
services provided, moving from a cost basis recharge to a transaction volume based recharge Having changed
the method of making internal recharges there has been a reduction of £18,000,000 in group recharges for
services provided when compared to the prior year, this has been partly offset by an increase of £6,500,000 1n
other group recharges which have been recorded in administrative expenses The Sun, 1n part aided by the launch
of a Sunday edition 1n the second half of the year, remamned strong in the tabloid market 1n a challenging
economy The company's operating loss for the year was £271,934,000 (2011 profit of £81,662,000)

Following a review of the corporate structure, the company's tangible fixed assets, with the exception of heritage
assets were transferred to NI Group Limited (the company's immediate UK parent company) on 4 July 2011 at
net book value

As disclosed 1n the News Corporation {(the company's ultimate parent company) annual report for the year ended
1 July 2012, the company announced that it would close its publication The News of the World following
allegations of voicemail interception and payments to public officials The last edition of the newspaper was
published on Sunday 10 July 2011 and the net proceeds from the sale of this edition were paid to good causes
As a result of these allegations the company 1s subject to several on-going investigations by regulators and
various governmental authorities The company 1s co-operating with these investigations In addition, the
company has admitted hability and settled a number of civii cases related to the voicemail nterception
allegations

For the year ended 1 July 2012, the company's operating results reflect the impact of the closure of The News of
the World, with decreases in both revenues and costs This 1s partly offset by the results of the Sunday edition of
The Sun The company has mcurred £288,104,000 of non-operational cne-off charges and £34,161,000 of
exceptional restructuring costs relating to the closure of The News of the World In addition to the closure, a
number of announcements were made during the year as the company has restructured its workforce to maich the
requirements of the business The company has incurred £9,125,000 of redundancy costs relating to this
restructure

The Sun has seen a modest decrease in adverusing revenue, almost matched by an ncrease n circulation
revenue, due n part to the launch of the Sunday edition The Sun's newspaper circulation share (Monday to
Saturday) was margmally lower year-on-year based on six-monthly ABC figures for the first half of the year
(ABC lJuly to December 2011} In the second half of the year, The Sun's newspaper circulatton share was
constant year-on-year, based on six-monthly ABC figures (ABC January to June 2012)

The Sun's average 1ssue readership for the year (National Readership Survey July 2011 to June 2012) showed
that, at 72 mellion readers, The Sun (Monday to Saturday) had over 60% more readers than its nearest
competitor Weekly readership for the 7 day title now exceed |5 million, which has allowed the title to protect a
greater proportion of its advertising revenue than mught otherwise have been possible in a year that has
continued to see very challenging economic conditions in the UK

The Sun's readers continue to engage directly with our brands The Sun's £9 50 Hohday reader promotion
continues to lead the UK domesuc travel market The promotion provides holidays to 2 million people every
year, giving the promotion greater scale than any UK domestic tour provider The Sun's Dream Team fantasy
football league and Sun Bingo continue to engage and entertain our readers, with Dream Team moving to a
free-to-play model and becoming one of the largest fantasy league games in the world




* News Group Newspapers Limited

The directors' report (contnued)
Year ended 1 July 2012

Principal activities and business review - continued

On the 28 June 2012, News Corporation announced 1ts intention to pursue the separation of its publishing and
media and entertainment businesses nto two distinct publicly traded companies Upon closing of such a
transaction, News Group Newspapers Limited and 1ts key newspaper and publishing related group companies
would be part of a publishing company, which would comprise of News Cormporations newspapers and
information businesses n the US, UK and Australia, the Groups feading book pubhishing brands, its miegrated
marketing services company, its digital education group as well as other assets in Australia

The new publishing company would create a scaled publishing platform that would be one of the best capitalised
m the industry With a balanced portfolio of stable and growing news publishing brands and other assets,
shareholders would benefit from strong and consistent free cash flow generated by these businesses, over
muttiple platforms The separatton 15 expected to be completed in approximately 1 year from the date of
announcement and requires final approval from the News Corporation Board of Directors and News Corporation
shareholders

The separation 1s also subject to the receipt of other regulatory approvals, opimons from tax advisors and
favourable rukings from certain tax jurisdictions regarding the tax free nature of the transaction to News
Corporation and to s shareholders, further due dihgence as appropnate, and the fihng and effectiveness of
appropriate filings with the US Securities and Exchange commission There can be no assurances that the
separation will occur

The outlook for the financial year commencing 2 July 2012 will continue to be impacted by the closure of The
News of the World, specifically the litigation in relation to voicemail interception allegations for which there
remains a high level of uncertainty 1n respect of potential damages and legal costs which may be payable In
additton, the company's results will benefit from a full year of revenue and profit contribution from the Sunday
edition of The Sun, which was launched on 26 February 2012, with an average 34% market share since launch

Principal risks and uncertainties facing the business

In common with other newspaper publishing groups, the company continues to face on-going challenges to 1ts
tradittonal business model from new technology, manifested through a decline in physical newspaper sales, only
partaally stemmed by continued investment 1n 1ts newspaper products In response to these challenges, the
company has repositioned 1itself in recent years as a multi-platform news provider In particular, the development
of technologies such as the 1Pad and other handheld devices provide a more flexible, and potentially more
engaging, way for The Sun to showcase 1ts journalism to a new audience of readers, with the expectation of
increased advertising revenue from these channels

It 15 intended that this increase i advertising on digital devices will mitigate the impact of long term movements
in advertising spending, which have seen, over time, a migration of advertising spend from press towards
television, nternet and mobile devices, particularly in relation to classified advertising The company 1s
contimually investing 1n its products, including investment in digital editions, to minimise the impact of these
trends and to ensure that its products continue to attract advertisers The company's reliance on classified
revenues continues to reduce (now less than 10% of total advertising revenue) While total advertising revenue
has dechned during the year, the scale of the audience delivered by the company's publications and the very
short production timescales associated with press advertising mean that the company continues to see advertisers
investing significant proportions of thetr marketing budgets 1n 1ts publications

Along with other newspaper pubhshing groups the company continually faces risks associated with the cost of
its paper Paper ts a basic commodity and 1ts pricc 15 sensitive to the balance of supply and demand The
company's costs and expenses are affected by the cyclical increases and decreases 1n the price of paper

The company has no trade debtors, with other companies within the Newscorp Investments group collecting
advertising and circulation revenue on its behalf Bad debts associated with advertising and circulation revenue
are recharged to the company




News Group Newspapers Limited
The directors' report (connnued)
Year ended 1 July 2012

Prmncipal risks and uncertainties facing the business - continued

Credit checks are performed for all new advertising customers requesting credit in excess of £1,500 Advance
payment 1s requested when credit ratings are not sufficient Formal processes are in place to ensure overdue
accounts are followed up on a timely basis, with accounts bemng blocked for further advertisements when
overdue These checks have been particularly effective in the current economic environment

Risk to bad debt from circulation customers 1s limited due to the majority of customers paying by direct debit
and any overdue accounts blocked for further supply until full settlement 1s received

The majonity of the company's transactions are in sterling, exposure to fluctuations 1n foreign currency exchange
rates 1s therefore limited Foreign currency 1s managed centrally by the Newscorp Investments group, which
takes nto account the foreign currency transactions of the company

Following the allegations of voicemail interception there have been a number of civil cases brought against the
company, some of which have been settled, or are in the process of being settled A provision has been made at
the balance sheet date n respect of all claims that have been filed up until the date of finalisation of the statutory
accounts The company has also established a Compensation Scheme, and a provision has been made at the
balance sheet date for all apphcants accepted to participate n this Scheme No provision has been made for
letters of claim which have been recerved but where no formal court proceedings have been issued, or for
individuals who have not contacted the company, either in respect of civil cases or the Compensation Scheme It
18 not possible to estimate the hability for such additional claims given the information that 1s currently available
to the company [f more claims are filed to participate in the Compensation Scheme and additional information
becomes available m the civil cases, the company will update the hability provision for such matters A charge
of £17,553,000 (2011 £23,672,000) in respect of claimants legal fees and damages has been made m respect of
this litigation, based on available information at the date of signing the financial statements The final cost may
ot may not be significantly higher than the amounts recognised This has been reported as a one off charge due
1o uts s1ze and non-operational nature

The company 1s subject to several on-gomng nvestigations mtiated in 2011 by regulators and various
governmental authorities after allegations of voicemail interception, inappropriate payments to public officials
and other related matters

The company 1s co-operating with these investigations, but 1s not able to estimate the ultimate outcome or cost
associated with these investigations Consequently no provision has been made in relation to them Violations of
law may result in civil, administrative or criminal fines or penalties, which may or may not be significant

Further information i connection with these matters 1s disclosed in note 24

News Corporation (the company's ulimate parent company) has created an independently-chaired Management
and Standards Committee (MSC), which operates independently from News International The MSC 1s ensuring
co-operation with all relevant investigations and inquiries into The News of the World matters and all other
related 1ssues across News [nternational The MSC 1s responsible for the review of the matenals 1dentified 1n
the:r investigations and not the directors of the company The company has updated its policies and procedures
where appropriate  Enhanced policies have been issued to staff with particular focus on Anti-Bribery,
Whistleblowing and Payments policies As the costs of the MSC relate exclusively to investigations within the
UK, these costs have been bormne by either News Group Newspapers Limited or NI Group Limited (the
company's immediate parent company) depending on the nature of the costs




News Group Newspapers Limited
The directors' report (contnued)
Year ended 1 July 2012

Going concern

"The Sun" brand has a strong presence 1n its market with 60% more readers than its nearest competitars, £9 50
holhiday reader promotions leading the UK domestic travel market and Dream Team being one of the largest
fantasy league games i the world The Sun brand 1s significantly cash generative In addition the Sunday edition
of The Sun has already become the market leader in the Sunday tabloid market with in excess of 30% market
share in each month since launch Despite the closure of The News of the World and the subsequent impact on
the business, as well as the on-going uncertainty surrounding 1ssues arising from that, the directors consider that
the company remains 1n a healthy position financially

At the date of signing the financial statements, the company has incurred further costs of £11,291,000 relating to
The News of the World closure and additional legal and professional costs of £22,967,000 relating to the MSC 1n
the year commencing 2 July 2012

News Corporation has committed to provide financial support until 28 June 2013, the date of the expected
separation of the publishing and media and entertainment bustness  As highlighted 1n note 20 to the financial
statements NI Group operates two collective overdraft facilities, in which NI Group Limited (the company’s
immediate UK parent company) has provided multijateral guarantees of up to £20 million in respect of each of
these bank overdrafts of subsidiary undertakings These facilities are ultimately guaranteed by News
Corporation NI Group has prepared a rolling three year forecast in which the cashflows of the Group are
assessed These show the Group to be cash generative and a letter of support has also been received from NI
Group Linuted These factors lead the directors to conclude that they have a reasonable expectation that the
Company has adequate resources to continue 1n operation for the foreseeable future

Results and dividends
The loss for the year amounted to £285,874,000 The directors have not recommended a dividend

Directors
The directors who served the company during the year were as follows

C C S Longeroft (Appointed 19 September 2011)
T Mockridge {Appointed 5 September 2011)
R Brooks (Resigned 8 August 2011)

J R Murdoch (Resigned 19 September 2011)
S L Panuccio (Resigned 26 September 2012)

Except as noted above, all directors served throughout the year and are still directors at the date of this report
The Articles of Association do not require directors to retire either by rotation or in the year of appointment

Directors indemnity provision

News Corporation has agreed to indemnify all directors of the company agamst hability in respect of
proceedings brought by third parties, except that, in accordance with the Companies Act 2006, no indemnity 1s
provided against any liability incurred by the director in defending civil proceedings brought by the company,
or an associated company, in which the final judgment 1s given against the director, any liability of the director
to pay a fine imposed by criminal proceedings, any liabihity incurred by the director in detending criminal
proceedings in which the director is convicted, any liability of the director to pay a penalty sum to a regulatory
authority 1n respect of non-compliance with any requirement of a regulatory nature, howsoever arising, or any
liability of the director in connection with an apphcation for relief in which the court refuses to grant him relief
Such qualifying third party mdemnity provision was in force during the year and 15 1 force as at the date of
approving the direciors report

Policy on the payment of ereditors
The company has no direct supphers as a fetlow subsidiary purchases on behalf of the group All details relating
to suppher payment policy have been disclosed 1n the accounts of News International Trading Limited




' News Group Newspapers Limited
The directors’ report (continued)
Year ended 1 July 2012

Directors' responsibilities
The directors are responsible for preparing the Directors' Report and the financial statements 1n accordance with
applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law the
directors have elected to prepare the financial statements in accordance with United Kingdom Generally
Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law) Under company law
the directors must not approve the financial statements unless they are satisfied that they give a true and fair
view of the state of affairs of the company and of the profit or loss of the company for that period In preparing
those financial statements, the directors are required to

. select suitable accounting policies and then apply them consistently,
J make judgements and estimates that are reasonable and prudent,

. state whether applicable UK Accounting Standards have been followed, subject to any material departures
disclosed and explained in the financial statements,

. prepare the financial statements on the going concern basis unless 1t 1s inappropriate to presume that the
company will continue 1 business

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
company's transactions and disclose with reasonable accuracy at any time the financial position of the company
and enable them to ensure that the financal statements comply with the Companies Act 2006 They are also
responsible for safeguarding the assets of the company and hence for taking reasonable steps for the prevention
and detection of fraud and other irregularities

Directors’ statement of disclosure of information to auditors
The directors who were members of the board at the time of approving the directors’ report are listed on page 4
Having made enquiries of fellow directors and of the company’s auditors, each of these directors confirms that

* 1o the best of each director’s knowledge and belief, there 15 no information relevant to the preparation of
their report of which the company’s auditors are unaware, and

. each director has taken all steps a director might reasonably be expected to have taken to be aware of
relevant audit information and to establish that the company’s auditors are aware of that information

Chanritable and pohtical contributions

Charitable contributions made by the company 1n the financial year amounted to £3,062,.861 (2011 £70,634)
This includes a charitable donation of £2,933,000 relating to the net proceeds from the sale of the last edition of
The News of the World There were no political contributions n the year (2011 £Nil)

Post balance sheet event

News Corporation created an independently-chaired Management and Standards Commuttee (MSC), which
operates independently from News International The MSC 15 ensuring co-operation with all relevant
investigations and inquiries into The News of the World matters and all other related issues across News
International The MSC 1s responsibie for the review of the materials identified in thewr investigations and not the
directors of the company The MSC also conducted an nternal investigation into The Sun and engaged
independent outside counsel to advise 1t on these investigations and all other matters 1t handles

At the date of signing the financial statements, the company has incurred additional costs of £22,967,000 n the
2013 financial year, primarily related to legal and professional fees and £11,291,000 of costs related to the
closure of The News of the World No provision has been made for these costs in the financial statements as
there was no legal or constructive obligation to mncur these costs at the balance sheet date The MSC is not a
statutory entity, therefore whilst 1t has independence from the group, costs must be included 1n the financial
statements of a statutory entity All costs relating exclusively to The News of the World have been borme by
News Group Newspapers Limited




News Group Newspapers Limited
The directors' report (continued)
Year ended 1 July 2012

Employment of disabled persons

Applications for employment by disabled persons are always fully constdered, bearing i mimd the respective
aptitudes and abilities of the applicant concerned In the event of members of staff becoming disabled every
effort 1s made to ensure that their employment with the company continues and that appropriate training 1s
arranged [t 1s the policy of the company that the training, career development and promotion of disabled persons
should, as far as possible, be tdentical with that of other employees

Employee consultation
It 15 the policy of the company to develop employee mmvolvement throughout the organisation and to ensure that
they are aware of the financial and economic factors affecting the company and the Newscorp Investments group
of which 1t 1s a member

Communication meetings between management and employees are held both formally and informally, where
matters of specific interest are discussed Consultation with all employees occurs on a regular basis covering
pensions and health and safety and their views are taken into consideration when making decisions A range of
training programmes, are held for empioyees

Auditor
The directors will place a resolution before the Annual General meeting to reappoint Erpst & Young LLP as
auditors for the ensuing year

Regstered office Signed on behalf of the dicect
3 Thomas More Square
London
E98 1XY
C C S Longcro

Director
Approved by the directors on 26 November 2012

Company Registration Number 00679215



independent auditor's report to the members of News Groep Newspapers Limited
Year ended 1 July 2012

We have audited the financial statements of News Group Newspapers Limited for the year ended 1 July 2012
which comprise the Profit and Loss Account, Balance Sheet and the related notes 1 to 32 The financial reporting
framework that has been applied in thew preparation 1s applicable law and United Kingdom Accounting
Standards (United Kingdom Generally Accepted Accounting Practice)

Thus report 1s made solely to the company's members, as a body, 1n accordance with Chapter 3 of Part 16 of the
Companies Act 2006 Our audit work has been undertaken so that we might state to the company's members
those matters we are required to state to them n an auditor's report and for no other purpose To the fullest extent
permitted by law, we do not accept or assume responsibility to anyone other than the company and the
company's members as a body, for our audit work, for this report, or for the opinions we have formed

Respective responsibilities of directors and audrtor

As explamed more fully i the Directors' Responsibilities Statement set out on page 5, the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and fair
view Qur responsibility s to audit and express an opinion on the financial statements n accordance with
applicable law and International Standards on Auditing (UK and Ireland) Those standards require us to comply
with the Auditing Practices Board's Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit mmvolves obtaining evidence about the amounts and disclosures in the financial statements sufficient to
give reasonable assurance that the financial statements are free from material misstatement, whether caused by
fraud or error This includes an assessment of whether the accounting policies are appropriate to the company's
circumstances and have been consistently applied and adequately disclosed, the reasonableness of significant
accounting estimates made by directors, and the overall presentation of the financial statements In addition, we
read all the financial and non-financial information n the financial statements to 1denufy material
inconsistencies with the audited financial statements [f we become aware of any apparent material
misstatements or inconsistencies we consider the implications for our report

Opnion on financial statements
In our opinion the financial statements

] give a true and fair view of the state of the company's affairs as at 1 July 2012 and of its loss for the year
then ended,

. have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice, and

. have been prepared m accordance with the requirements of the Companies Act 2006

Emphasis of matter - significant uncertainty over provisions and contingencies related to voicemail
interception cases and on-going nvestigations after allegations of voicemail nterception and
inappropriate payments to public officials and other related matters

In formung our opinion on the financial statements, which 15 not modified, we have considered the adequacy of
the disclosures made i notes 24 and 31 to the financial statements concerning future expenditures for which
reliable estimates cannot be made and other contingencies related to voicematl interception cases and on-going
nvestigations after allegattons of voicemail interception and nappropriate payments to public officials and other
related matters The ultimate exposure of the company in relation to these matters 1s subject to significant
uncertainty, and the total amounts that will ultimately be determined to be payable by the company will be
dependent on many factors, including the number of individuals making a claim against the company, any
findings as to the extent of their loss, as well as the potential size of any civil, admimistrative or cnminal fines or
penalties Consequently the actual cost may or may not be significantty higher than the amounts recognised 1n
the financial statements and disclosed n note 24
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Independent auditor's report to the members of News Group Newspapers Limited (continued)

Year ended 1 July 2012

Opion on other matters prescribed by the Companies Act 2006
In our opmion the information given n the Directors' Report for the financial year for which the financial
staternents are prepared 1s consistent with the financial statements

Matters on which we are required to report by exception
We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to
report to you 1f, 1n our opimon

adequate accounting records have not been kept, or returns adequate for our audit have not been received
from branches not visited by us, or

the financial statements are not 1n agreement with the accounting records and returns, or
certain disclosures of directors’ remuneration spectfied by law are not made, or

we have not received all the information and explanations we require for our audit

E’—I‘MJC‘F("O\/‘j LS

TONY McCARTNEY (Sentor Statutory Auditor)
For and on behalf of

ERNST & YOUNG LLP

Statutory Auditor

Cambridge

26 November 2012



News Group Newspapers Limited

Profit and loss account

Year ended 1 July 2012

Turnover

Cost of sales

Gross profit

Sales and marketing costs
Admimstrative expenses
Other operating income

Operating (loss)/profit

Atiributable to
Operating profit before exceptional items
Operating one-off charges

Exceptional items
Restructuring expense

Income from shares in group undertakings
Interest receivable and similar income
Interest payable and similar charges

(Loss)/profit on ordmnary activities before taxation

Tax on (loss)/profit on ordinary activities

{Loss)/profit for the financial year

All of the activities of the company are classed as continuing

Note
2

10
11

12

2012
£000
508,658

{355,906)
152,752

(40,453)
(384,820)
587

(271,934)

16,170
(288,104)

(271,934)

(43,286)
(315,220)

411
(3,215)

(318,024)

32,150

(285,874)

The company has no recogmsed gains or losses other than the results for the

year as set out above

The notes on pages 11 to 29 form part of these financial statements

2011
£000
653,601

{408,689)
244,912

(37.472)
(127,461)
1,683

81,662

105,334
(23,672)

81,662

81,662

21,814
962
(813)

103,625

(12,408)

91,217




News Group Newspapers Limited
Balance sheet

1 July 2012

Fixed assets
Intangible assets
Tangible assets
Investments

Current assets

Stocks

Debtors

Cash at bank and in hand

Creditors. Amounts falling due within one year
Net current assets

Total assets less current habilities
Creditors: Amounts falling due after more than one year

Provisions for habilities
Provisions for liabilities

Capital and reserves
Called-up share capital
Share premium account
Equity share-based payments
Other reserves

Profit and loss account

Shareholders' funds

Note

14
15
16

17
18

21

22

24

27
28
28
28
28

29

2012 2011
£000 £000
560,000 720,000
1t 46,429
720,500 720,500
1,280,611 1,486,929
9,842 14,382
2,661,774 2,384,322
1,848 252
2,673,464 2,898,956
(1,554,327)  (1,706,648)
LU9,137 1,192,308
2,399,748 2,679,237
- (145)
(30,196) (23,172)
2,369,552 2,655,920
2,625 2,625
1,750,525 1,750,525
- 494
559,074 719,074
57,328 183,202
2,369,552 2,655,920

These financial statements were approved by the directors and authonsed for 1ssue on 26 November 2012, and

are signed on their behalf by

C C S Longcroft
Darectot

The notes on pages 11 to 29 form part of these financial statements
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News Group Newspapers Limited

Notes to the financial statements

Year ended 1 July 2012

Accounting policies

Basis of preparation

The financial statements have been prepared under the historical cost convention and in accordance with
applicable accounting standards True and far override provistons of the Comparnes Act 2006 have been
invohed, as described in *Publishing rights and titles” below and note 14

News Corporation has commitied to provide financial support until 28 June 2013, the date of the expected
separation of the publishing and media and entertainment busmness As highhighted n note 20 to the
financial statements N1 Group operates two collective overdraft facilities, in which N1 Group Limited (the
company’s immediate UK parent company) has provided multilateral guarantees of up to £20 mulhon m
respect of each of these bank overdrafts of subsidiary undertakings These facilities are ulumately
guaranteed by News Corporation N1 Group has prepared a rolling three year forecast in which the cash
flows of the Group are assessed These show the Group to be cash generative and a letter of support has
also been recerved from NI Group Limited These factors lead the directors to conclude that they have a

reasonable expectation that the Company has adequate resources to continue n operation for the
foreseeable future

‘The financial statements are made up to the Sunday closest to the 30 June each year, consequently, the
financial statements for the current period cover 52 weeks ended 1 July 2012

On 7 July 2011, the company announced that it was to cease publishing The News of the World On 20
February 2012, the company announced that it was to commence publishing a Sunday edition of The Sun

Because the company has not exited the Sunday tabloid market permanently, the closure of The News of
the World does not satisfy all the conditions in FRS3 for classification as discontinued operations

Accordingly, all operations are classified 1n the profit and loss account as continuing

The company 1s exempt from the requirement of SSAP 25 'Segmental reporting’ to include segmental
analysis as part of s financial statements because 1t 15 a wholly owned subsidiary undertaking of a body
corporate, and segmental reporting 1s ncluded in the financial statements of News Corporation, the
ultimate parent company, which prepares consohdated financial statements that are publicly avaiiable

The principal accounting policies have been applied consistently throughout the year and the preceding
year

Consohdated financtal statements

Under Section 401 of the Compames Act 2006 the company 15 exempt from the requirement to prepare and
dehiver group financial statements since 1t 1s a wholly owned subsidiary of News Corporation which 1s
incorporated 1n the United States of America and prepares consolidated financial statements that include
the company Accordingly, these financial statements present mformation about the company as an
individual undertaking and not about 1ts group

Cash flow statement

The company 1s exempt from the requirement of FRS 1 'Cash Flow Statements' to include a cash flow
statement as part of its financial statements because 1t 15 a wholly owned subsidiary undertaking of a body
corporate, and a consolidated cash tlow statement 1s included n the financial statements of News
Corporation

Related party transactions

As a wholly owned subsidiary undertaking of News Corporation whose financial statements are publicly
available, the company has taken advantage of the exemption in FRS 8 'Related Party Disclosures' not to
disclose transactions with other wholly owned members of the group headed by News Corporation




News Group Newspapers Limited

Notes to the financial statements

Year ended 1 July 2012

1.

Accounting policies (connnued)

Turnover
Turnover 1s the net amount receivable by the company n the ordinary course of 1ts business, excluding
value added tax, trade discounts and other sales related taxes

Advertising revenue 1s recognised upon publication

Crrculation revenue 15 recognised at the point of sale A provision 15 deducted from circulation revenue for
expected returns and adjusted for actuat returns as known

Digutal revenue 1s recognised on a straight tine basis over the period of the online campaign
Other revenue 1s recogmised at the time of sale or over the duration of provision of service as appropriate

Publishing rights and titles

Publishing rights and titles are stated at cost less any provisions made for impairment No amorusation 1s
provided on pubhishing rights and titles since, i the opmion of the directors, these assets have indefinite
useful economic lives

No amortisation 1s provided where the board 1s of the opinion that to do so would not show a true and fair
view of the profit for the year or the financial position of the company at the end of the year This overrides
the requirement of the Compamnes Act 2006 to amortise intangible fixed assets and 1t 1s In comphance with
FRS 10

Had the publishing rights and titles been amortised n accordance with the Companies Act 2006 over the
FRS 10 rebuttable assumption period of 20 years, £28,000,000 would have been charged to the profit and
loss account in the year to 1 July 2012 (2011 £36,000,000)

The directors believe that the publishing rights and titles have a sufficiently well-estabhished position in the
market place to be defended against threats ansing from current competitors, potential new entrants and
potential technological changes in the industry Any impairment results from specific events or
circumstances and do not indicate that the inherent fives of assets are anything other than indefinite

Fixed assets
Tangsble fixed assets are stated at cost, net of depreciation and any provision for impairment

Where borrowings are used to finance capital projects, interest incurred prior to the completion of those
projects 1s capitalised

Assets In the course of construction are not depreciated When such assets come into use they are
transferred to the appropriate fixed asset category and depreciated accordingly

Residual value 15 calculated on prices prevailing at the date of acquisition
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Accounting policies fcontinued)

Heritage assets
The company has two collections of heritage assets which are held to increase historical knowledge of
future generations and to assist 1n the production of the Companies newspapers

The collections are accounted for as follows

1) Manuscripts, newspapers and other artefacts

The company holds a collection of manuscripts, newspapers and other artefacts within 1its archives The
collection 1s one of the most significant within the British newspaper industry and 15 available for both
internal and external research purposes This collection has been imtially reported on the balance sheet at
valuation following an mdependent valuation of the collection by Sotheby's tn November 2003
Subsequent acquisitions, which have been purchased after this valvanion, have been recorded at cost No
depreciation has been charged on these assets

2) Art collection

The company holds a collection of pamntings, which has been mitially reported on the balance sheet at
valuation following an independent valuation of the collection by Robert Holden Limited m May 2001
Subsequent acquisitions, which have been purchased after the valuation, have been recorded at cost No
depreciation has been charged on these assets

In addition to the two collections above, the company also holds a complete back catalogue of thewr
newspaper publications with The Sun dating back to 1964 and The News of the World dating back to 1843
These collections have not been recognised on the balance sheet due to the one off nature of these
collections A valuation could not be reasonably established without a considerable and cosily valuation
exercise being completed

Depreciation
Depreciation 1s calculated so as to write off the cost of an asset, less 1ts estimated residual value, over the
useful economic life of that asset as follows

Plant & Machinery - 5%~ 100% per annum
Fixtures, Fitings and Motor Vehicles - 10% - 100% per annum
Investments

Investments are stated at cost less proviston for impairment

Stocks

Stocks are stated at the lower of cost and net reahsable value Cost includes all costs incurred in bringing
each product to 1ts present location and condition Raw materials, consumables and goods for resale are
held at purchase cost on a first-in first-out basts Work (n progress and finished goods are held at cost of
direct materials and labour plus attributable overheads based on a normal level of activity

Net realisable value ts based on estimated selling price, less further costs of disposal Provision 1s made for
obsolete, slow moving or defective 1tems where appropnate

Leases
Rentals payable under operating leases are charged on a stratght-line basis over the lease term

Pension costs and post retirement medical benefits

During the year, the employees of the company were members of pension schemes operated by NI Group
Limited (the company's immediate UK parent company), which require contnbutions to be made to
separately administered funds Contributions to these funds were charged to the profit and loss account as
they became payable in accordance with the rules of the schemes

Further details on the pension schemes are provided n the notes to the financial statements
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1.

Accounting policies {contnued)

Taxation
Current tax, mciuding UK corporation tax and foreign tax, 15 provided at amounts expected to be paid (or
recovered) using the tax rates and laws that have been enacted or substantively enacted by the balance
sheet date

Deferred tax 1s recognised n respect of all tming cifferences that have originated but not reversed at the
balance sheet date where transactions or events have occurred at that date that wil} result in an obligation to
pay more, or a right to pay less or to receive more, tax

Deferred tax assets are recognised only to the extent that the directors consider that it 15 more Likely than
not that there will be suitable taxable profits from which the future reversal of the underlying ttiming
differences can be deducted

Deferred tax 1s measured on an undiscounted basis at the tax rates that are expected to apply 1n the periods
mn which ming differences reverse, based on tax rates and laws enacted or substanttvely enacted at the
balance sheet date

Foreign currency

Transactions in foreign currencies are recorded at the rate ruling at the date of the transaction Monetary
assets and habilities denominated 1n foreign currencies are retranslated at the rate of exchange rubing at the
balance sheet date All differences are taken to the profit and loss account

Share-based payments

The cost of cash settled transactions 1s measured at fair value using an appropnate option-pricing model

Fair value 15 established (nitially at the grant date and at each balance sheet date thereafter until the awards
are settled During the vesting period, a habihty 1s recogmised representing the product of the fair value of
the award and the portion of the vesting period expired as at the balance sheet date From the end of the
vesting period until settlement, the liability represents the full fair value of the award as at the balance
sheet date Changes n the carrying amount for the hability are recognised in profit and loss for the period

The company ssues equity-settled share-based payments to certain employees, which must be measured at
fair value and recognised as an expense in the tncome statement with a corresponding increase in equity
The fair values of these payments are measured at the dates of grant using option pnicing models, taking
nto account the terms and conditions upon which the awards are granted The fair value 1s recognised over
the period during which employees become unconditionally entitled to the awards, subject to the Group's
estimate of the number of awards, which will lapse due to employees leaving the Group prior to vesting
The total amount recognised 1n the profit and loss account as an expense 1s adjusted to reflect the actual
number of awards that will vest

The company has taken advantage of the transitional provisions of FRS 20 m respect of equity-settled
awards so as to apply FRS 20 only to those equity-settled awards granted after 7 November 2002 that had
not vested before 1 January 2006

Turnover

Substantially all the company’s turmover and profit 1n both the current and prior year, are derived, both by
ongin and destination, from printing and publishing activities in the United Kingdom
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3. Other operating income

2012 201
£000 £000
Loss on disposal of fixed assets - (233)
Other operating income 587 1,916
587 1,683
4.  Operating (loss)/profit
Operating (loss)/profit 1s stated after charging
2012 2011
£000 £000
Depreciation of owned fixed assets - 16,252
Operating lease costs
- Plant and equipment 759 869
Operating one-off charges 288,104 23,672

Included within operating profit are £31,200,000 (2011 £42,700,000) of costs recharged from other group
companies at an appropriate mark up

Following a corporate restructure, all tangible fixed assets excluding heritage assets were transferred to NI
Group Limited {the company's immediate parent company) on 4 July 2011 at net book value

The operaung lease costs relate to commitments held by News International Trading Limited (a fellow
subsidiary)

Following the closure of The News of the World, the company has incurred £288,104,000 of operating
one-off costs 1n relation to the title -

There are a number of on-going legal claims against the company as a result of voicemail interception
allepations A charge of £17,553,000 (2011 £23,672,000) i respect of claimants legal fees and damages
has been made based on available information at the date of signing the financial statements The closing
legal claims provision can be seen in note 24

The company has incurred £46,653,000 (2011 £Nil) of one-off costs in relation to The News of the World
These include £28.226,000 of legal fees, £10,853,000 for compensation as loss of office payments,
£2,933,000 of charitable donations from the sale of the last edition of the paper, £2,028,000 of contfract
printing costs and £2,613,000 of other title specific related closure costs

The Newscorp Investments group have mcurred £63,898,000 of primarly legal and professional fees
relating to the Management and Standards Comnuttee (MSC) investigations The MSC 1s not a statutory
entity, therefore whilst it has independence from the company, costs relating to the MSC must be
recognised 1n the financial statements of a statutory entity All costs relating exciusively to mvestigations
nte The News of the World have been borne by News Group Newspapers Limited

The full value of £160,000,000 of publishing rights for The News of the World were fully wntten off in the
year The directors consider there to be no impatrment on the company's other publishing nights

These have been reporied as one-off item due to their size and mcidence and one-off nature




News Group Newspapers Limited
Notes to the financial statements
Year ended 1 July 2012

. Auditors' remuneration

2012 2011
£000 £000
Audit of the financial statements 217 311

Auditors' remuneration, including amounts 1n respect of non-audit services, 1s borne by another group
undertaking which makes the disclosures required by regulation 5(1)(b) of the Companies (Disclosure of
Auditor Remuneration and Liability Limitation Agreements) Regulation s 2008

Fees paid to the company's auditors, Emst & Young LLP, for services other than statutory audit of the
company are disclosed n the financial statements of NI Group Limited

6.  Staff costs

The average number of staff employed by the company during the financial year amounted to

2012 2011

No No

Editorial 467 570
The aggregate payroll costs of the above were

2012 2011

£000 £000

Wages and salartes 37,507 38,825

Social security costs 3,651 3,891

Other pension costs 2,689 5,129

Equity-settled share-based payments - 260

Cash-settled share-based payments - 163

43,847 48,868

The admumstrative personnel resources of the company are provided by other members of the Newscorp
Investments group Therefore all administrative staff costs are shown in the financial statements of a fellow
group undertaking and a recharge 15 made to the company for the services of these personnel

7. Directors' remuneration

The directors' aggregate remuneration in respect of quahfying services were

2012 2011
£000 £000
Remuneration receivable 6,356 4 800

The number of directors who accrued benefits under company pension schemes was as follows

2012 2011
No No
Defined benefit schemes 2 3
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7.

Directors’' remuneration (continued)

The directors of the company are also directors of the holding company or fellow UK subsidianes The
directors recerved total remuneration for the year as shown above, all of which was paid by a fellow group
company The directors do not believe that is practicable to apportion this amount between their services as
directors of the company and their services as directors of the subsidiary companies

During the year £10,853,000 was payable to one director as compensation for loss of office (2011
£1,242,050)

The compensation for loss of office includes various on-going benefits of which the costs were borne by
the company These benefits largely comprised the services of employees of the company and office space
for a period of 2 years, as well as retmbursement for all legal and other professional costs incurred with
on-gomng nvestigations until those investigations are completed The company also agreed to pay the tax
associated with the legal and other professional costs Legal and professional costs have been recognised as
incurred Further costs are hkely to be incurred in future accounting periods but these have not been
recognised due to the uncertainty surrounding the timing and value of these costs Future costs comprising
the services of employees of the company and office space have been provided for as disclosed 1n note 24

Restructuring expense

2012 2011
£000 £000
Restructuring expense 43,286 -

The company has incurred £34,161,000 (2011 £Nil) of exceptional restructuring costs in relation to The
News of the World, including £22,201,000 of redundancy costs, £6,190,000 of editorial and production
costs commutted to prior to the closure and £1,389,000 of human resource support costs NI Group Limited
(the company's immediate UK parent company) icurred a loss on disposal of The News Of the World
website which has been fully written off following the closure of the title NI Group Limited have charged
the company £4,381,000 for compensation of this loss

In addition to ‘The News of the World’ closure, a number of further announcements were made during the
year that the workforce would be restructured to match the requirements of the business During the
yearthe company has incurred £9,125,000 (2011 £Nil) of redundancy costs relating to this restructuring
programmewI1thin editorial, production and support services as at the balance sheet date

Income from shares 1n group undertakings

2012 2011
£000 £000
Dividend income from fixed asset investment - 21,814
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10. Interest recervable and similar income

2012
£000
[nterest from group undertakings 411
Other similar income receivable -
411
11. Interest payable and similar charges
2012
£000
Interest payable to group undertakings -
Interest on corporation tax hability 3,215
3,215
12. Taxation on ordinary activities
(a) Analysis of (credit)/charge in the year
2012
£000
Current tax
UK Taxation
In respect of the year
UK Corporation tax based on the results for the year at 25 50%6 (2011 -
27 50%) (15,926)
(Over)/under provision in prior year (377)
(16,303)
Double taxation relief -
(16,303)
Foreign tax
Current tax on income for the year 1
Total current tax (16,302)
Deferred tax
Ongination of timing differences (15,988)
Effect of changes 1n tax rate on opening balance 396
Prior year adjustment (256)
Total deferred tax (note 19) (15,848)
Tax on (loss)/profit on ordmnary activities (32,150}

2011
£000
405
557
962

2011
£000
813

813

2011
£000

12,841
789

13,630
(1

13,629

13,630

(407)
254
(1,069)

(1,222)
12,408

i8
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12,

13.

Taxation on ordinary activities (conttnued)

(b) Factors affecting current tax (credit)/charge

The tax assessed on the (loss)/profit on ordinary activities for the year 1s hugher than the standard rate of

corporation tax in the UK of 25 50% (2011 - 27 50%)

The differences are reconciled below

2012

£000
{Loss)/profit on ordinary activities before taxation (318,024)
(Loss)/profit on ordinary activities by rate of tax (81,096)
Non-taxable income -
Expenditure not deductible for tax 3,201
Write off of mtangible assets 40,800
Decelerated capital allowances 111
Dnfference 1n tax rates on loss carried back (1,158)
Other timing differences {1,528)
Loss carned forward 18,221
Unrehieved foreign tax 1
UK Transfer pricing adjustments 5,523
Group relief claimed .
Corporation tax {over)/under provided in previous years (377
Total current tax (note 12(a)) (16,302)

(¢) Factors that may affect future tax charges

2011
£000
103,625

28,497
(5.999)
898

852

(377-)

8,925
(19,955)
789

13,630

The standard rate of UK Corporation Tax reduced from 26% to 24% on 1 Apnl 2012 The Finance Act
2012 received Royal Assent on 17 July 2012, with the 24% rate being substantively enacted from 26

March 2012

The standard rate of corporation tax 1s set to reduce to 23% from ! April 2013 and by a further 1% to a rate
of 22% from 1 April 2014 These further reductions had not been substantively enacted at the balance sheet

date and consequently their effects are not included 1n these financial staterents

Dividends
Equity dividends
2012
£000
Paid during the year

£N1l per ordinary share (2011 £38 0952 per ordinary share) -

2011
£000

100,000
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14. Intangible fixed assets

Cost
At4 July 2011
Fully written off

At 1 July 2012

Net book value
At 1 July 2012

At 3 July 2011

Publishing rights and titles

£000

720,000
(160,000)

560,000

560,000
720,000

Following the decision to cease publishing ‘The News of the World' publishing rights of £160,000,000
have been fully written off The directors deem there to be no impairment on the company's remaming

publishing rights in relation to the 'The Sun’

15. Tangible fixed assets

Plant and
Machmnery
£000
Cost

At 4 July 2011 96,025
Transfers (96,025)
At 1 July 2012 -

Depreciation
At 4 Jhuly 2011 59,017
Transfers (59,017)

At 1 July 2012 -

Net book value
At 1 July 2012 -

At 3 July 2011 37,008

Fixtures,
Fittings and
Motar
Yehicles
£000

12,789
(12,789)

10,724
(10,724)

Assets 1n
course of
construction
£000

7,245
(7,245)

IJ'II

=
[
sl
woj |

Heruage
assets
£000

111

11

111
111

Total
£000

116,170
(116,059)

111

69,741
(69,741)

—

111
46,429
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15. Tangible fixed assets fconninued)

16.

‘Fransfers of tangible fixed assets
Following a corporate restructure, all tangible fixed assets excluding heritage assets were transferred to NI
Group Limited {the company's immediate parent company) on 4 July 2011 at net book value

Heritage assets
Heritage assets include assets held at a valuation of £93,000 (2011 £93,000) and assets held at an htstoric
cost of £18,000 (2011 £18,000)

The hentage assets recorded at valuation consist of a collection of manuscripts, newspapers and other
artefacts winch were independently valued at £89,000 in November 2003 by Sotheby's and an Art
collectton which was valued at £4,000 by Robert Holden Limited in May 2001

The heritage assets recorded at the historic cost of £18,000 (2011 £18,000) consist of a number of small
items 1n relation to The Sun and The News of the World newspapers

The directors feel that these valuations are stil appropriate
Additions and disposals in the year
During the period, there have been no significant additions to the collections There have also been no

heritage asset disposals during the current or prior period

Five-year financial summary of heritage asset transactions

2012 2011 2010 2009 2008
£000 £000 £000 £000 £000
Purchases
Manuscripts, newspapers
& other artefacts 2

| ..

- 3 2
There have been no disposals of any heritage assets over the five year period

Future capital expenditure

2012 2011
£000 £000
Contracted but not provided for 1n the financial statements - 6,100
Investments
Total
£000
Cost
At4 July 2011 and | July 2012 720,500
Net book value
At 1 July 2012 and 3 July 2011 720,500
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16 Investments (continued)
The company's sole investment is a principal subsidiary undertaking as follows -

Country of incorporation % ofshares held  Class of share
News 2026 Limited England & Wales 100 Ordinary

On 10 June 2011, News 2026 Limiuted ceased to trade following the sale of publishing nghts to fellow
group companies

As at the balance sheet date there 13 no indication of impairment due to the net assets of News 2026

Limited
17. Stocks
2012 2011
£000 £000
Raw matenals and consumables 9,842 14,382
18 Debtors
2012 2011
£000 £000
Amounts owed by group undertakings 2,602,999 2,856,516
Corporation tax repayable 15,545 -
VAT recoverable 192 3
Other debtors 6,671 7,971
Prepayments and accrued income 18,552 14,942
Deferred taxation {note 19) 17,815 4,890

2,661,774 2,884,322

All debtors are repayable within one year of the balance sheet date
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19,

20.

21,

Deferred taxation

The deferred tax included in the Balance sheet is as follows

2012

£000
included 1n debtors (note 18) 17,815
The movement n the deferred taxation account during the year was

2012

£000
Baiance brought forward 4,890
Profit and loss account movement arising during the year 15,848
Transfer of assets to another group company (2,923)
Balance cammed forward 17,815

2011
£000
4,890

2011
£000
3,668
i,222

4,890

The balance of the deferred taxation account consists of the tax effect of uming differences in respect of

2012

£000

Excess of depreciation over taxation allowances 103
Tax losses available 17,149
Other iming differences 561
17,815

2011
£000
3,279

1,611

4,890

A deferred tax asset has been recogmised as the directors are of the opinion that the level of future taxable
profits and deferred tax habihties within the Newscorp Investments group will be sufficient to utilise the

deferred tax asset being recognised This includes £71,000,000 of trading losses

Cash at bank and 1n hand

NI Group Limited (the company’s immediate UK parent company) operates two collective cverdraft
facilities with 1ts bankers, which allows individual companies in the Group to overdraw subject to an
agreed limit of £20 million, for each facility, not being exceeded n aggregate The overdraft facilities are

also guaranteed by News Corporation

Creditors: Amounts falling due within one year

2012 2011

£000 £000

Overdrafts 713,837 822,631
Amounts owed to group undertakings 768.081 823,450
Corporation tax - 5,551
Liabslity for cash-settled share-based payments < | year - 260
Other creditors 19,870 18,976
Accruals and deferred income 52,539 35,780
1,554,327 1,706,648
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23.

Creditors: Amounts falling due after more than one year

2012 2011

£000 £000
Liability for cash-settled share-based payments > 1 year - 145
Pensions

The company participates in pension schemes operated by NI Group Limited The defined contribution
scheme covers the majority of the executive, staff and works personnel The remaining employees, mainly
senlor executives, are covered by defined benefit multi-employer schemes and their share of the underlying
assets and habilities are not readily 1dentifiable The assets of the pension schemes are held in separate
externally admuustered funds The pension costs of the defined benefit schemes are 1n accordance with the
advice of a quahfied actuary using the projected unit method The schemes are valued by an mdependent
actuary on a trtenmial basis During 2011, NI Group Limited closed the mamn UK defined benefit pension
plan to future accrual The latest full actuanal valuation of the defined benefit schemes range from 4 July
2011 to 1 July 2012

Following a group restructure on 4 July 2011, all pension expenses were transferred to NI Group Limiuted,
where the groups pension provision 1s held A recharge 1s made to the company for the services of the
personnel working for the company

The total pension cost for the company was £2,689,000 (2011 £5,729,000) of which £2,689,000 {2011
£2,879,000) relates to the defined contribution scheme and £Nil (2011 £2,850,000) relates to defined
benefit schemes

Employer's contributions are set in relation to the current service period only There are no other
obligations other than to pay a contribution that reflects the benefits earned in the current period Under
such crrcumstances FRS 17 ‘Retirement benefits' allows the scheme to be accounted for as a defined
coniribution scheme Therefore defined contribution accounting has been adopted in these financial
statements

FRS 17 disclosures for the defined benefit schemes can be found (n the financial statements of Newscorp
Investments The NI Group Limited deficit as at 1 July 2012 1s £83,143,000 (2011 £50,914,000) The fair
value of the plans assets amounts to £240,025,000 (2011 £239,209,000) whilst the benefit obligations
amounts to £323,168,000 (2011 £290,123,000)
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24. Provisions for habihties

2012 2012 2012
Legal Claims Other Total
£000 £000 £000

Proviston for legal claims:
Balance brought forward 23,172 - 23,172
Charged to the profit and loss account 17,553 1,209 18,762
Paid during the year (11,132) (606) (11,738)
29,593 603 30,196

Legal Claims

Following the allegations of voicemail interception there have been a number of civil cases brought against
the company, some of which have been settled, or are in the process of being settled A provision has been
made at the balance sheet date in respect of all claims that have been filed up until the date of finalisation
of the statutory accounts The company has also established a Compensation Scheme, and a provision has
been made at the balance sheet date for all applicants accepted to participate 1n this Scheme No provision
has been made for letters of claim which have been received but where no formal court proceedings have
been 1ssued, or for individuals who have not contacted the company, either i respect of civil cases or the
Compensation Scheme It 1s not possible to estimate the hability for such additional claims given the
information that 1s currently available to the company If more claims are filed to participate in the Scheme
and additional information becomes avaitable in the civil cases, the company will update the hiability
provision for such matters A charge of £17,553,000 (2011 £23,672,000) in respect of claimants legal fees
and damages has been made in respect of this litigation, based on available information at the date of
signing the financial statements The final cost may or may not be sigmficantly lugher than the amounts
recognised This has been reported as a one off charge due to its size and incidence This provision has not
been discounted due to the uncertainty over the timing of the settlement of these cases

The company 15 subject to several on-going wnvestigations imitiated in 2011 by regulators and various
governmental authorities after allegations of voicemail interception and inappropriate payments to public
officials and other related matters

The company 1s cooperating with these investigations, but 15 not able to estumate the ultimate outcome or
cost assoctated with these mvestigations Consequently no provision has been made n relation to them

Violations of law may result in civil, administrative or criminal fines or penalties, which may or may not
be significant

The ather provision 15 expected to be utilised within one year
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25.

Share-based payments

Employee share ownership scheme

The Group operates an employee share ownership scheme which enables employees to enter into
fixed-term savings contracts with independent financial institutions linked to an option for Class A
Commeon Stock 1n its ultimate parent undertaking News Corporation The savings contracts can range from
three to seven years with an average expected life of four years

Executive share plan

The share options were granted in November 2004 and were issued under the News Corporation 2004
Stock Option Plan Ehgible employees received a number of options over News Corporation Class A
Common Stock 25% vest annually on the anniversary of the grant date and will lapse after 10 years or if
the employee leaves employment of the News Corporation Group

Restricted stock units (RSUs)

The restricted stock units were granted 1n August 2009, March 2009, April 2009, August 2010, December
2010, March 2011 and August 2011 These were 1ssued under the News Corporation 2005 Long Term
Incentive Plan Eligible employees received a number of RSUs which vest 25% each year on 15 August
each year Upon vesting the RSUs will be awarded based on scheme rules as News Corporation Class A
Common Stock or as cash

Share options and average share price
Details on the number of share options and the weighted average exercise price (WAEP) for both equity
and cash settled share based payments outstanding during the year are as follows

2012 2011
WAEP WAEP
No £ No £
Outstanding at the beginning of the year 463,600 00 7460 466,294 00 6 990
Granted during the year - - 76,700 00 10 130
Transfer (to)/from other group companies (463,600 00) 7 460 4,577 00 6 990
Exercised during the year - - (49,923 00) 7 500
Expired during the year - - (34,048 00) 6970
Outstanding at the end of the year - - 463,600 00 7 460
Exercisable at the end of the year - - 173,590 00 9 550

The weighted average fair value of restricted stock units granted during the year was £Nil (2011 £10 13)
There have been no share options granted during the year (2011 None) The weighted average share price
at the date of exercise for the options exercised was £Ni1l (2011 £10 40) The range of exercise prices for
options outstanding at the end of the year was £Ni1 (2011 £503 - £9 02)
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25,

26.

27.

Share-based payments (continued)

Financial impact

The expense recognised for share-based payments in respect of employee services received during the year
to 1 July 2012 158 £Nil (2011 £423,000)

The portion of that expense arising from equity-settled share-based payment transactions 1s £Nil (2011
£260,000)

The carrying amount of the liability relating to cash-settled share-based payment transactions as at 1 July
2012 1s £N11 (2011 £405,000)

Transfer of share options
Following a group restructure on 4 July 2011, all share options and their related liabilities were transferred
to News International Trading Limited (a fellow group company)

Leasing and other financial commitments

Commitments under operating lease agreements are held by News International Trading Limited, a fellow
subsidiary company within the Newscorp Investments group

Share capital

Authonised share capital:

2012 2011
£000 £000
1,400,000 Ordinary shares of £1 each 1,400 1,400
1,225,000 Non-voting ordinary shares of £¢ each 1,225 1,225
2,625 2,625
Allotted, called up and fully paid:
2012 2011

No £000 No £000
1,400,000 Ordinary shares of £1 each 1,400,000 1,400 1,400,000 1,400

1,225,000 Non-voting ordinary shares of
£1 each 1,225,000 1,225 1,225,000 1,225
2,625,000 2,625 2,625,000 2,625
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28. Reserves
Share Shared

premium based Other Profit and
account payment reserves loss account
£000 £000 £000 £000
Balance brought forward 1,750,525 494 719,074 183,202
Loss for the year - - - (285.874)

Other movements
- transfer from other reserves - - (160,000) 160,000
Transfer to other group compantes - (494) - -
Balance cammied forward 1,750,525 - 559,074 57,328

The other reserve brought forward relates to the profit on disposal of publishing rights on 3¢ June 2003 to
News 2026 Limited, the company's subsidiary The profits were regarded as unreahised since the
consideration received was n the form of assets that the directors could not assess the ultimate cash
realisation with reasonable certainty

In July 2011, the company announced that 1t was to cease publishing The News of the World newspaper
Publishing nghts to the value of £160,000,000 were fully written off following this announcement The
portion of the unrealised gan recogmsed on the disposal of publishing rights to News 2026 Limited on 30
June 2003 that 1s now deemed realised and has been transferred to the profit and loss reserve

29. Reconcihation of movements in shareholders' funds

2012 2011

£000 £000
(L.oss)/Profit for the financial year (285,874) 91,217
Equity dividends - (100,000)
Equity settled share-based payments - 260
Transfer of equity settled share-based payments to fellow group companies (494) -
Net reduction to shareholders’ funds (286,368) (8,523)
Opening shareholders’ funds 2,653,920 2,664,443
Closing shareholders' funds 2,369,552 2,655,920

30  Guarantees

NI Group lLimited (the company’s immediate UK parent company) operates two collective overdraft
facilities with 1ts bankers, which allows individual companies in the Group to overdraw subject to an
agreed it of £20 million, for each facility, not betng exceeded in aggregate The overdrafl facilities are
also guaranteed by News Corporation
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News Group Newspapers Limited

Notes to the financial statements

Year

31.

32.

ended 1 July 2012
Post balance sheet events

News Corporation created an independently-chaired Management and Standards Committee {MSC), which
operates independently from News International The MSC 1s ensuring co-operation with all relevant
investigations and inquiries inte The News of the World matters and all other related 1ssues across News
International The MSC 15 responsible for the review of the matenals 1dentified in their investigations and
not the directors of the company The MSC also conducted an nternal 1nvestigation into The Sun and
engaged independent outside counsel] to advise 1t on these investigations and all other matters 1t handles

At the date of signing the financial statements, the company has incurred additional costs of £22,967,000 n
the 2013 financial year, pnmarily related to lega! and professional fees and £1 1,291,000 of costs related to
the closure of The News of the World No provision has been made for these costs in the financial
statements as there was no legal or constructive obligatton to mcur these costs at the balance sheet date
The MSC 1s not a statutory entity, therefore whiist it has independence from the group, costs must be
included 1n the financial statements of a statutory entity All costs refating exclusively to the News of the
World have been borne by News Group Newspapers Limited

Ultimate parent company
The Company's immediate parent company 15 NI Group Limited, a company incorporated in England
The ultimate parent company 15 News Corporation, a company mcerporated in Delaware

The largest group in which the results of the company are consohdated 1s that headed by News
Corporation, whose principle place of business 1s at 1211 Avenue of the Americas, New York, NY 10036
The smallest group in which they are consolhdated 15 that headed by NI Group Limited, a company
incorporated i England The consohdated financial statements of these groups are available to the pubhic
and may be obtained from 3 Thomas More Square, London E98 XY
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