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Readers’ Union Limited

Directors’ report for the year ended 31 December 2008

The directors have pleasure in presenting their report and the financial statements of the company
for the year ended 31 December 2008.

Principal activities
The principal activities of the company are the operation ¢of book clubs and mail order businesses.

Results and dividends .

The loss for the year after taxation amounted to £(71,000) (2007: £163,000 profit) and arose after
charging exceptional costs of £480,000 in respect of a major reorganisation and restructuring plan
implemented in late 2008 following the decision to close the book clubs to new members from
October 2008. The Operating trading profit for the year is £352,000, which the directors consider a
reasonable result given the £2,315,000 reduction in turnover since 2007. An ordinary dividend of £nil
was paid in the year (2007: £3,700,000). The directors do not recommend any further dividends.

Due to the straight-forward nature of the business, further analysis using Key Performance Indicators
is not considered necessary.

Future developments

All book clubs will cease operations in June 2009 when the principal activity of the company will
become the operation of an on-line, direct to customer, retail outlet. 2009 is expected to be a start
up year for the new website (which was launched in February 2009) and thus, the directors consider
that 2008 will be a transition year for revenues and profits.

Principal risks and uncertainties

The management of the business and the execution of the company's strategy are subjectto a
number of risks. The key business risks and uncertainties affecting the company relate to the
change in business direction from the operation of book clubs to the development of an online, direct
to customer outlet.

Directors
The directers who held office during the year are detailed on page 1.

Statement of directors’ responsibilities in respect of the Annual Report and the financial
statements

The directors are responsible for preparing the Annual Report and the financial statements in
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). The financial statements are required by law to 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,
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

e prepare the financial statements on the going concern basis unless it is inappropriate to
presume that the company will continue in business, in which case there should be
supporting assumptions or qualifications as necessary.
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The directors confirm that they have complied with the above requirements in preparing the financial
statements.

The directors are responsible for keeping proper accounting records that disclose with reasonable
accuracy at any time the financial position of the company and enable them to ensure that the
financial statements comply with the Companies Act 1985. 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.

Provision of information to auditors
In the case of each of the persons who are directors at the time when the report is approved under
section 234ZA, the following applies:

a) so far as the director is aware, there is no relevant audit information of which the company's
auditors are unaware; and

b} he has taken all the steps that he ought to have taken as a director in order to make himself
aware of any relevant audit information and {o establish that the company's auditors are
aware of that information.

Auditors
PricewaterhouseCoopers LLP have indicated their willingness to continue in office and a resolution
concerning their reappointment will be proposed at the forthcoming Annual General Meeting.

By order of the board

J Ogle
Director

JJuae Y2008




Readers’ Union Limited

Independent auditors’ report to the members of Readers’ Union Limited

We have audited the financial statements of Readers' Union Limited for the year ended 31
December 2008 which comprise the Profit and Loss Account, the Balance Sheet and the related
notes. These financia! statements have been prepared under the accounting policies set out therein.

Respective responsibilities of directors and auditors

The directors' responsibilities for preparing the Annual Report and the financial statements in
accordance with applicable law and United Kingdom Accounting Standards (United Kingdom
Generally Accepted Accounting Practice) are set out in the Statement of Directors’ Responsibilities.

Our responsibility is to audit the financial statements in accordance with relevant legal and regulatory

requirements and international Standards on Auditing (UK and Ireland). This report, including the
opinion, has been prepared for and only for the company’s members as a body in accordance with
Section 235 of the Companies Act 1985 and for no other purpose. We do not, in giving this opinion,
accept or assume responsibility for any other purpose or to any other person to whom this report is
shown or into whose hands it may come save where expressly agreed by our prior consent in
writing.

We report to you our opinion as to whether the financial statements give a true and fair view and are
properly prepared in accordance with the Companies Act 1985. We also report to you if, in our
opinion, the Directors’ Report is not consistent with the financial statements, if the company has not
kept proper accounting records, if we have not received all the information and explanations we
require for our audit, or if information specified by law regarding directors’ remuneration and other
transactions is not disclosed. .

We read other information contained in the Annual Report, and consider whether it is consistent with
the audited financial statements. This other information comprises only the Directors’ Report and the
Directors and advisors of the company. We consider the implications for our report if we become
aware of any apparent misstatements or material inconsistencies with the financial statements. Our
responsibilities do not extend to any other information.

Basis of audit opinion

We conducted our audit in accordance with International Standards on Auditing {UK and Ireland)
issued by the Auditing Practices Board. An audit includes examination, on a test basis, of evidence
relevant to the amounts and disclosures in the financial statements. It also includes an assessment
of the significant estimates and judgments made by the directors in the preparation of the financial
statements, and of whether the accounting policies are appropriate to the company’s circumstances,
consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we
considered necessary in order to provide us with sufficient evidence to give reasonable assurance
that the financial statements are free from material misstatement, whether caused by fraud or other
irregularity or error. In forming our opinion we also evaluated the overall adequacy of the
presentation of information in the financial statements.
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Opinion

In our opinion the financial statements;

e give a true and fair view, in accordance with United Kingdom Generally Accepted Accounting
Practice, of the state of the company’s affairs as at 31 December 2008 and of its loss for the
year then ended;

e have been properly prepared in accordance with the Companies Act 1985; and

¢ ~{he information given in the Directors’ Report is consistent with the financial statements.

PricewaterhouseCoopers LLP QHS\‘LLM

Chartered Accountants and Registered Auditors
Plymouth _____

L ~FI~—a 2009




Readers’ Union Limited

Profit and loss account for the year ended 31 December 2008

Note 2008 2007

£'000 £'000

Turnover 2 8,790 11,105
Cost of sales {6,397) (8,472)
Gross profit 2,393 2,633
Distribution costs {(715) {954)
Administrative expenses {1,326) (1,492)
Operating profit 3 352 187
Exceptional item - restructuring costs 5 {480) -
(Loss)/profit on ordinary activities before interest {128) 187
Interest receivable and similar income 16 4
(Loss)/profit on ordinary activities before taxation (112) 191
Tax on (loss)/profit on ordinary activities 7 41 (28)
(Loss)iprofit for the year 15 {(71) 163

All of the above figures, including comparatives, relate to continuing activities.

There is no difference between the {loss)/profit on ordinary activities before taxation and the retained

(loss)/profit for the year as stated above and their historical cost equivalents.

The company had no recognised gains and losses other than those included in the losses above,
and therefore no separate statement of total recognised gains and losses has been presented.
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Balance sheet as at 31 December 2008

Note 2008 2007
£°000 £'000
Fixed assets
Tangible assets 8 252 232
Current assets
Stock 9 936 2,123
Debtors : 10 8,992 8,794
Cash at bank and in hand 312 107
10,240 11,024
Creditors: amounts falling due within one year 11 (8,439) (9,225)
Net current assets 1,801 1.799
Total assets less current liabilities . 2,083 2,031
Provisions for liabilities 13 (93) -
Net assets 1,960 2,031
Capital and reserves
Called up share capital 14 - -
Profit and loss account 15 1,960 2,031
Equity shareholders’ funds 16 1,960 2,031

.
The financial statements on pages 6 tc 15 were approved by the board of directors on (Q’ J‘LL,\_Q_
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Notes to the financial statements for the year ended 31 December 2008

1 Accounting policies

The financial statements have been prepared under the historical cost convention, the accounting
palicies set out below and in accordance with applicable accounting standards.

Cash flow statement '

_The company is exempt from the requirement to prepare a cash flow statement under FRS 1
(Revised) as it is a wholly owned subsidiary and its cash flows are included within the consolidated
cash flow statement of the parent company, F&W (UK) Limited.

Financial instruments

The company is a wholly owned subsidiary of F&W (UK) Limited and is included within the
consolidated Group accounts which are publicly available. The company has therefore not disclosed
any information under FRS 25 “Financial Instruments: Disclosure and Presentation”.

Fixed assets and depreciation
The cost of tangible fixed assets is their purchase cost together with any incidental expenses of
acquisition.

Depreciation is calculated so as to write off the cost of fixed assets on a straight-line basis over the
useful economic lives of the assets concerned. The principa! annual rates used for this purpose are:

Fixtures and fittings 3to Syears
Motor vehicles 310 5 years
Computer equipment 3to 4 years

The carrying values of fixed assets are reviewed for impairment on the period if events or changes in
circumstances indicate the carrying value may not be recoverable.

Foreign currencies

Transactions in foreign currencies are recorded at the rate of exchange at the date of transactions.
Monetary assets and liabilities denominated in foreign currencies are retranslated at the rate of
exchange prevailing at the balance sheet date. All gains or losses on translation are included in the
profit and loss account.

Stocks and work in progress

Stocks are valued at the lower of cost and net realisable value after making due allowance for any
obsolete and slow moving items. Cost represents all costs incurred in bringing stocks to their
present state and location.

Deferred taxation

In accordance with FRS 19, deferred taxation is provided in full on timing differences which represent
an asset or liability at the balance sheet date, at rates expected to apply when they crystallise based
on current tax rates and law. Timing differences arise from the inclusion of items of income and
expenditure in taxation computations in periods different from those in which they are included in the
financial statements. Deferred tax is not provided on timing differences arising on unremitted
earnings of subsidiaries, associates and joint ventures where there is no commitment to remit these
earnings. Deferred tax assets are recognised to the extent that it is regarded as more likely than not
that they will be recovered. Deferred tax assets and liabilities are not discounted.

Pension costs

Contributions are made to the defined contribution group perseonal pension plan at rates between 3%
and 20% of annual salary depending upon the employee’s length of service. The contributions
payable are charged to the profit and loss account during the year in which they are incurred.
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Leases

Assets obtained under leasing agreements and hire purchase confracts which transfer to the
company substantially all the benefits and risks of ownership of an asset (‘finance leases”) are
treated as if the asset had been purchased outright. Assets held under such agreements are
included in fixed assets and the capital efement of commitments is shown as obligations under
finance leases. Payments under such agreements are treated as consisting of capital and interest
elements. The interest element is charged to the profit and loss account over the primary lease
period in proportion to the reducing capital element ocutstanding. Assets held under finance leases
are depreciated over the shorter of the lease terms and the useful lives of equivalent owned assets.

All other leases are treated as operating leases, the costs of which are charged on a straight line
basis over the lease term.
2 Turnover

Turnover comprises the invoiced value of goods and services supplied by the company exclusive of
VAT and trade discounts.

The directors consider that there is only one class of business and one gecgraphical segment and
hence segmental information by class is not provided.

3 Operating profit

Operating profit is stated after charging: 2008 2007

£'000 £'000
Auditors’ remuneration — audit services 13 16
Depreciation of owned tangible fixed assets 152 151
Loss on foreign currency translation 27 1
Profit on ordinary activities before taxation is started after charging: 2008 2007

£'000 £'000
Management fee {see below) 79 154

The management fee is a charge from F & W Publications Inc., the parent company, for the services
of their personnel who have spent time directly on the business of Readers’ Union Limited. Of the
amount noted in 2007, £80,000 related to fees that covered activities for the 2006 and 2005 financial
years.

4 Directors’ emoluments
The directors received no emoluments in the year from the company (2007: Enil).

The directors of the company are also directors of the immediate parent company and the fellow
subsidiaries. In the current year the remuneration of these directors is bome by the ultimate parent
company, being F&W Publications Inc. It is not practicable to allocate total remuneration between
services to this company and other group companies.
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5 Exceptional item — restructuring costs
2008 2007
£'000 £'000
Redundancies (see note 6} 282 -
Onerous lease charge (see note 13) 93 -
Fixed asset write off (see note 8) 56 -
Accelerated depreciation 49 -
480 -

Exceptional costs relate to the restructuring of the business undertaken in 2008, following the
decision to close the book clubs to new members from Qctober 2008 and to cease book club
operations from June 2008§.

6 Employee information

The average weekly number of persons {including executive directors) employed by the company
during the year was:

By activity 2008 2007
Number Number

Administration 29 37
Distribution 18 25
Editorial and marketing 11 16
58 78

The aggregate payroll costs of these persons were as follows: 2008 2007
£'000 £'000

Wages and salaries 1,122 1,385
Social security costs ) 100 120
Other pension costs 45 50
Redundancy costs 282 -
1,549 1,555

10
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7 Taxation
2008 2007
£'000 £'000
Corporation tax:
UK corporation tax on profit of the year - 53
Adjustment in respect of previous years - -
Total current tax - 53
Deferred tax (see note 12):
Origination and reversal of timing differences (41 {25)
Tax on (loss)iprofit on ordinary activities . (41) 28

The tax assessed for the year is higher (2007 lower) than the standard rate of corporation tax in the
UK of 28.5% (2007. 30%). The differences are explained below:

2008 2007

£'000 £'000
(Loss)/profit on ordinary activities before taxation {112) 191
{Loss)/profit on ordinary activities multiplied by standard rate in the UK. (32) 57
Effects of:
Expenses not deductible for tax purposes 3 1
Accelerated capitai allowances 42 17
Other timing differences - 12
Other (13) (34)
Current tax (credit)/icharge for the year v - 53

The directors consider that there are no factors which may materially affect future tax changes.
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8 Tangible fixed assets

Fixtures and Motor Computer Total
fittings vehictes equipment
£'000 £'000 £°000 £'000
Cost
At 1 January 2008 618 21 572 1,211
Additions - - 229 229
Disposals - - (56) (58)
At 31 December 2008 618 21 745 1,384
Accumulated depreciation
At 1 January 2008 531 14 435 980
Charge for the year 69 3 80 152
At 31 December 2008 600 17 515 1,132
Net hook amount
At 31 December 2008 18 4 230 252
At 31 December 2007 87 7 137 232
9 Stock
2008 2007
£'000 £'000
Finished gocds 936 2,123

The directors do not consider that the replacement cost of stocks materially exceeds the balance

sheet vatue.
10 Debtors
2008 2007
£°000 £'000
Trade debtors 962 1,538
Amounts owed by group undertakings 7,847 7,103
Deferred tax asset {(note 12} 110 69
Prepayments 49 45
Corpora;tion tax recoverable 24 -
Other tax - 38
8,992 8,794

12
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" Creditors: amounts falling due within one year

2008 2007
£'000 £'000
Trade creditors 562 1,418
Payments received on account 35 44
Amounts owed to group undertakings 7,659 7,626
Corporation tax payable - 13
Accruals and deferred income 144 91
Other taxation and social security 39 33
8,439 9,225

12 Deferred tax
Deferred tax is provided in the financial statements as follows: 2008 2007
£'000 £'000
Accelerated capital allowances 79 36
Other timing differences 31 33
Total deferred tax asset (note 10) 110 69
At 1 January 69 44
Deferred tax credit in profit and loss account (note 7) 41 25
110 69

At 31 December

13 Provisions for liabilities

Onerous lease

£000
At 1 January 2008 -
Charged to the profit and loss account 83
At 31 December 2008 93

The lease on Brunel House (main trading premises) has been sub-let to an unrelated third party in
2008 at a rental lower than that which Readers’ Union Limited are contractually required to pay the

landlords. As a result, an onercus lease provision of £33,000 has been provided for in these
financial statements and will be utilised across the term of the lease until 31 December 2015.
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14  Called up share capital

2008 2007
£ £
Authorised _
Ordinary shares of £1 each 100 100
Allotted, called up and fully paid
Ordinary shares of £1 each 100 100
15 Reserves
Profit and
loss
account
£000
At 1 January 2008 2,031
Loss for the year (71)
Less dividend paid -
At 31 December 2008 1,960
16 Reconciliation of movements in shareholders’ funds
2008 2007
£'000 £000
{Loss)/profit for the year . {(71) 163
Dividend paid - (3,700)
Retained loss for the year {71) {3,537)
Opening shareholders’ funds ~ 2,031 5,568
Closing shareholders’ funds 1,960 2,031

17 Related party transactions

The company is exempt from the requirement of FRS 8 "Related Party Disclosures” to disclose
related party transactions with group companies on the grounds that it is a wholly-owned subsidiary

undertaking.

14
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18 Ultimate parent company

F&W Publications Inc., a company incbrporated in the USA, is the parent company of the largest
group of which the company is a member and for which group financial statements are drawn up.

Copies of the financial statements are available from 4700 E Galbraith Road, Cincinnati, Ohio 45236,

USA. D&C Group Limited is the parent company of the smallest group of which the company is a
member and for which group financial statements are drawn up. Copies of the financial statements
are available from Brunel House, Newton Abbot, Devon TQ12 4PU.
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