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From the chairman

rofit before tax was £49m, an increase of 59% While

£11m of PBT1s attnbutable to the disposal of our

holding i1n Commonwealth Business Medha, Inc, the

underlying dnver was turnover, up 14% over the

pnoryear Operating cashftow also increased and
stood at £33m, compared with £29m last year Not many
comparable compames reporting 1n sterling have done so
well against the background of a sharply falling dollar The
Board 1s recommending a final diwvidend of 54 5p, making
75 5p for the financial year, which represents an increase
of 20% over the prnor year The company addtionally paid
a special dmidend of 139pn December 2006, and made
further specal contnbutions of £18m to offset the defict
1n the UK defined benefit pensien scheme This defiait (net
of tax), as recorded 1 the accounts, now stands at £8m At
the end of the calendar year, the Board will consider the
possinbity of a further specal diwdend

The conbinuing strong performance of the business s, of
course, central to our ability to boost dwvidends We will
always be exposed to movements in the adverhising cycle,
but wn our largest business, The Economist, arculation (a
key leading indicator for us) continues to flourish Iam very
pleased to report another new peakn arculation, which
reached 1 2m1n the July-December 2006 aucht penod The
benefits of arculabon growth on advertising revenue tend
to flow 1nto the next year, so we lock forward to this with
confidence

Celebrating 1ts 60th year, the Economist Intelhgence Umt
has wncreased 1ts turnover again, by 8% Growth 1s coming
mainly from new 1imtatives such as industry coverage and
bespoke services for customers

The Economist Group has had another strong year as our strategy continues to yield excellent
results. We expect to build on this performance as our businesses show robust growth.

Roll Call1s a cycbcal business, 1ts revenues dipping dunng
US electhon years when Congress normally sits for fewer
days But 2006 was an excepbon to the rule The business’s
revenues were up 4% on the previous pened, which had
itself been a strong year

The CFO brand family also grew year on year Revenue
growth of 22% came largely from EuroFinance, the business
we acquired in January 2006 (FO magazine in the US has
been affected by the mgration of some IT client advertising
budgets to the internet However, there was growth1n
financal services adverbising, and we see potential for
further growth online and 1n other areas such as bespoke
research across the brand famly

We view the future with confidence Our research shows
that our pnnt products have largely retained theiwr
relevance in this increasingly electrome world, and this
will provide the basis for further gains in market share
even while other parts of the pnntindustry are challenged
We plan to invest moren our electromc businesses, which
are already showing substanthal growth We believe there
are good reasons to see the development of the internet as
more of an opportumty than a threat for our business, at
least for the foreseeable future Thisis not meant to sound
sanguine, but we see the potental to ennch our range of
content for readers and to widen the opportumties for our
adverhising chents

I took forward to another strong year
Robert Wilson

/v
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Five-year summary
2007 2006 2005 2004 2003

Profit and loss £m £m £m £m fm
Turnover 248 218 197 191 192
Operabing profit 36 28 24 24 22
Non-operating exceptional items 11 1 1 - -
Profit on ordinary achvities before finance income 47 29 25 24 22
Net finance income 2 2 2 - -
Profit before taxation 49 3 27 24 22
Profit after taxation 34 22 27 18 16
Balance sheet and cashflow
Fixed assets 41 38 24 25 28
Net cash balance 31 55 73 69 55
Net current (babihtes)/assets (36) (5) 27 18 7
Long-term creditors and provisiens {13} (29) (27) (32) (40)
Net {hlabilibes)/assets (8) 4 24 11 (5)
Net cashinflow from operating acthivities i3 29 24 31 29
Margin and earnings per share 2007 2006 2005 2004 2003
Operating profit to turnover 14 6% 13 1% 12 4% 12 6% 11 4%
Basic earmings per share 134 9p 88 4p 109 1p 710p 67 9p
Earmings per share before non-operating exceptional items 105 2p 87 1p 84 9p 69 5p 66 4p
Dividends and shares
Final and intenm dividends per share 64 8p 59 Op 57 5p 43 3p 41 8p
Speoal dwidend per share 139 0p 79 4p - - -
Total dwdends per share* 203 8p 138 4p 57 5p 43 3p 41 8p
Times covered

(excluding non-operating exceptional 1tems) 05 06 15 16 16
Indicative share value £20 50 £16 00 £14 00 £1250  £10 00

The results for the year ended March 31st 2006 have been restated to reflect the adophion of FRS 20, “Share-based payment”

*For defimtion, see note 9 on page 40
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he revenue performance of the companyis strong
Total revenues have increased by 14% over the
previous year, our pnnt advertising figure1s 12%
higher Given the performance of the total market
for pnnt advertising, this1s a notable achievement

Pnnt remans an important component of the company
{and, reassunngly, our research suggests that the role of
our pnnt products remains uncdimmshed 1n the lives of
our readers) But no media company can ignore whatis
happenming with the internet Here we are expenencing
dramabic rates of growth Our electromc adverhsing
revenue increased by 39% last year Electromic revenues
across the Group represented 17% of the total turnover
Ths bears companson with our peers

Because of the continuing success of our pnnt franchise, we
can afford to invest appropnately in our digital presence
We do not wish to chase traffic or eyeballs, but plan to buld
an electromc presence with the same quality that has qiven
our other businesses their longewity

Within the businesses this has been a year of considerable
achmevement The Economist's worldwide airculation of

1 2m1s now ahead of the English-language arculations
of BusinessWeek, Forbes and Fortune There were also
several important editonal developments, like the new
mternational sechionn the paper

At Economist com we have added many new features
including enhanced data services, pieces from our writers
around the world and Economist-style blogs on economics
and politics

There has been progress in other parts of the business, too
Revenue at the Economst Inteligence Umt has increased
by 8% We continue to build complementary parts of the
business such as the wndustry offenng, but we are very
well positioned to take advantage of increasing interestin
emerging markets and will be launching new products and
services over the coming year

From the chief executive

I am delighted to report that the momentum of the recent past has carned on into this year.
We made record profits: underlying profits from continuing businesses, operating profit,
and profits before and after tax are all at record levels. Our strategy is working and this is
reflected in our results. In many parts of the business we are achieving new highs, most
) notably at The Economist, which remains our largest business.

Despite challenges n its US print advertising, the CFO
brand family has seen year-on-year grewth toc Much

of thhs has been due to the successful integration of our
acquisibion, EuroFinance. Total revenues were up by 22% to
f£24m and operating profits increased by £2m We have also
seen encouraging growth at CFO com and are planmng to
expand CF0's geographic reach with the launch of an Indian
pnnt adverbsing edition

Our government brands, Rofl (all and European Voice,

are leaders n thewr respective markets Here, too, we see
opportumbies for electromc growth In line wath our policy
of acquirtng businesses that fit our strategy, we bought
GalleryWatch last year as a bolt-on to Roit Calf, an excellent
complement to our exishng achwity

When we survey our markets, the area—apart from
electrome mecha—where we see the most attractive
opportumbies1s Asia We have a good business in China,
and Indva 15 our next pnonty, where we aim to increase
arculation and thus advertising for The Economist, and will
astablish CFO and the Economist Intelligence Umt, whose
very successful government roundtable was a notable
flagshmp event 1n March 2007

I am grateful to everyone 1n the Group for achieving the
successes of the pastyear, andt1s also with heartfelt
thanks that we wish a happy retirement to Dawvid Laird, who
since 1979 has worked around the company 1n a vanety of
roles, and who successfully estabhshed the CFO brand

We have had success, but we are not complacent We have
to focus our talent and creabwity to exploit a penod of

considerable changen our industry

Helen Alexander
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The Economist brand family

The Economist brand family is 1n a strong position. Brand family turnover rose by 13% ta £205m and operating

profit stood at £27m, growing by 30%.

ur success continues to be built on mgh-quahty,
ndependent analysis While The Economist
continues to underpin many of the values of the
brand, the fact that we can create and distnbute
a compelling view of the world over mulbple
platforms, including pnnt, web and events, 15 a source
of strength

Readers are increasingly sophisticated n the ways
n which they want to consume what we wnte, and
adverhsers demand an increasing degree of flaxabiity
and responsiveness from all media owners Qur strong

The Economist

relahonship with such a desirable audhence that 1s so
difficutt to reach through other means, coupled with a
broad product set and international presence, makes The
Economst Group a valuable partner for many chents

Many of the 1ssues facing the world have an international

1f not global dimension The Econommst brand family1s
1deally posthioned to be the commentator, interpreter and
forecaster of the phenomencn of globalhsabion as 1t gathers
n pace and 1mpact

The Economist and its associated businesses, including Economist.com, The World In... and Intelligent Life, have
had another year in which a number of records have been broken. The Economist’s wortdwide airculation was
1,197,712 in the July-December 2006 ABC (Audit Bureau of Girculations) audit. Combined advertising revenues

are up across the business by 20%.

his year’s successes, coming on top of pregress

made n previous years, are now widely

acknowledged across the industry In Bntan

The Econormst was named Medum of the Year by

Campaign magazine, beating Geogle into second
place Inthe Umted States, The Economist made it into
Adweek’s 2007 Hot List, an influenbal summary of the top
ten magazines to watch

This continued fast growth, coupled with research among
readers and potential readers, gives us considerable
confidence for the future Research which we undertook
n Chicago, New York and London shows that affluent,
educated adults of all ages continue to look for the nch
coverage of the scrt The Econormst prowides in pnnt,
particularly at the weekend They consume The Economist
and other weekend reads as a ntual pleasure, making
time for #t and shutbing out distractions This 1s very
different from snacking on news throughout the working
week where, between interruptions, they jump in and out
of sources largely on the internet Compared with daily
newspapers, therefore, the magazine format and the
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weekly nature of The Economist meet the many needs of our
audhence, whether they are 25 or 50 years old

At the same time, there are opportumbies onine The target
audhence remains the same but, online, the Economist
brand meets the different needs of that auchence If they
are consuming The Economist as a four-course gourmet
meal at the weekend, they use Econormst com as a
compamon to the newspaper (for the archive, for instance)
or to lock at our analysis of the news dunng the day, or

at what other readers are saying about what we wnte For
The Economst, 1t1s not about pnnt versus web there are
nteresting opportumbies 1n both media

Adverbsers recogmse the strength of The Economist's
relabionsmp with 1ts readers, both online and in pnnt
Increasingly, too, advertisers seek to reach the mgh-end
auchence through a range of channels the newspaper and
Economist com, of course, but also through the conference
and research businesses of the Economist Intethigence Umt
A single editonal product for all The Economist’s readers
around the world continues to be the nght approach for us




Economist readers 1n different countnes often have more
n common with each other as global atzens than they do
with ahzens i thewr own country That advertising chents
recogmse this continues to be reflected 1n the brand’s
leadership 1n international {pan-reqional and worldwide)
adverbising

However, 1n addihion to the markets for international
adverhising, The Economist also competes for domestic
advertising in the UK and the Umted States Since large,
Enghish-speaking markets are important for the business, we
have also launched a South Asia (India and 1ts nexghbours)
adverhising ediion, to tap the market for advertisers who

are looking to reach India’s fast-growing elite

Pnnt advertising revenues at The Economist were up
18%, demonstrating that this strategy of having a
stake 1n multiple advertising markets 1s powerful and 15
worlking well

The momentum of arculation growth all over the world
gves us confidence that it will continue As well as being
good business 1n1ts own nght, 1t also allows us to engage
with the world’s decsion-making elite, the foundation of
our advertising success Moreover, the brand s growing
fast, and profitably, on the web We shall continue to invest
around the world, 1n particular in the Umted States and on

The Economist Group 7




neighbours, a 30% annualincrease In February 2007 we
had 72,000 urque wvisitors from China, the fourth-thghest
country worldwide, to Economist com India and Austraba
were also wn the top ten

Newspaper advertising revenue sold from Asia was up 37%,
and advertising revenue for Economst com was up 125%

We are currently seeing the benefits of a sustained, long-
term approach to investment For the year ahead, we shall
continue to nvestin cur editonal and n the brand across
our vanous media platforms Our objective remains to
bwld a semor, deaision-making audience that advertisers
want to reach, both globally and 1n vanous markets around
the world, and we are confident that we will set the hurdle
even mgher over the coming 12 months, betn pnntor
on the web

Economist Intelligence Unit

The Economist Intelligence Unit celebrated its 60th anniversary in 2006 with revenue nsing by 8%. The
business is particularly subject to movements in the dollar exchange rate since this is the currency used for
pricing in many of our leading markets; on a constant currency basis revenue growth was even stronger at 11%.

e continue to develop cur range of information

services As our chents extend their operations

internationally, so they look to us for more

granular analysis and forecasts on the

countnes where they do business Dunng the
course of the year we increased the number of countnes we
assess for operating nsk from 60 to 150 and the number
we assess for credit nsk from 100 to 120 We also now 1ssue
medium- and long-term forecasts on 82 major economes,
up fram 60 1n the previous year

Qur chents are locking for depth as well as breadth 1n our
coverage and this 1s expressed 1n a growing appetite for
analysis and data on speaficindustnes. We have added
editonal resources 1n this area and increased the number of
analytical articles on the Industry Briefing web sernce

This appetite for depth s also expressed 1n a growing
demand for bespoke research projects Dunng the year we
were engaged by a vanety of compames and government

agencies to report on topics related to countnes and
ndustnes, which often called on our experbse 1n
econgmic modelling

Sponsors are increasingly keen to reach our audience

of semor decision-makers, supporting our conferences
and some dedicated research projects We have bunlt a
research panel of 20,000 sermor executives who share their
views with us on current business topics, and we use the
findings of these surveys as the basis for reports Chents
ncreasingly are interested 1n using a vanety of marketing
channels and will sponsor conferences and webcasts, and
buy pages in The Economist to advertise findings from the
research

£conomist Conferences has had a strong year This was
parbeularly dnven by growth 1n the number of government
roundtables These bnng government leaders together with
an audience of semor business executives, and this year we
ran mgh-profile events for the first time 1n countnes such

The Economist Grozp 9




as Albama, Canada, Iceland, Oman and Uruguay Wealso
returned to India after a gap of seven years to run ene of
our most successful roundtables of the year

Celebrating our 60th year and being in the business of
forecasting gave us the opportumty to publish a forecast
of how the world might look 1n a further 60 years’ ime
The growing ympoertance of technology was a key themen
our 60-year forecast and th1s s true in our own business
where the internet 1s now the overwhelmngly dominant
distnbution channel Qur chients’ expectations are
ncreasing We therefore plan a senes of enhancements to
ournternet platform which will make our services more
flexible and easier to use However, the pnnapal theme
of our 60-year forecast was the continiing growth of
developing countnes

10 The Economist Group

We predict that China and India will have the greatest
purchasing power 1n the world by 2066, with the Umted
States close belind Indonesia, Brazil and Russia will all be
vying for the fourth spotn the league table Our customers
are responding to this growth with ever-greater interest

n these developing countnes We plan to invest as we see
demand grow, and we wall provide them wath more detailed
information, supported by an enhanced presence in the
markets in which we operate

As business continues to globalise, the Economist
Intelhgence Umtis1n an excellent posibon to benefit We
will continue to invest 1n people and services to underpin
further revenue and margin growth. With the Economist
Intelhgence Umt alongside The Economist, we have a strong
proposibion for international customers and chients




CFO brand family

The CFO brand famly’s revenue increased by 22% to £24m 1n the current year and operating profit increased
by £2m. A very strong performance by our new acquisition, EuroFinance, was to a degree offset by lower print

advertising revenue for CF0n the Umted States.

he CFO audience of semor decision-makers 1s

more valuable than ever and the brand franchise

remains strong In the latest US Business

Readership Survey, £FQ magazine had the best

coverage of CF0s and was ranked first among semor
purchase influencers 1n more categones than any other
magazine This strong performance 1n research was also
reflected elsewherein the world Inthe European Business
Readersmp Survey, CFO Europe’s penetration among those
surveyed grew by 60%

The appeal among readers1s a result of mgh-quality
editonat, and this s widely recogmsed n the industry,
where (FO magazine won the Folio B-to-B Business/Finance
Gold award for editonal excellence and Janet Kersnar,
editor of (FO Europe, was shorthisted for the 2006 Bntish
Sooety of Magazine Editors’ Awards

CFO readers are also engaging even more with our brand

on thenternet CFO com continues to reach new levels of
revenue and performance, and 1t won the prestigious Jesse
H Neal award for best business website 1nts category It
achieved the mghest ever number of page views 1n a single
month at 1 5mn January and 1ts highest number of umgue
users1n a single month at 371,000 1n March 2007

As readers mgrate onhne, advertisers follow CF01s not
immune to what has affected the industry as a whole, and
adverhising pages, particularly 1n the technology category,
have decreased 1n the US edition as a consequence The
pnonty for the brand 1s therefore to continue to increase
the pace of growth at the website CFO has ambbous plans
for the site whnch we will develop through the course of

the financal year We willincrease editonal resources
devoted to CFO com and we willinvest 1n a number of areas,
mcluding searchable databases and career management
content All achwity will beintine with the brand’s msston
to equip the semor financial executve for success

The other pnonty for the brand 1n the comng year 1s

to extendts footpnntin Indwa CFO Asta will launch a
guarterly adverbising edibion for India andincrease its
arculation there by 20% The team wall take the CFO Rising
event to India, running a conference 1n the coming autumn

Elsewhere in the brand famly, EuroFinance completedts
first year There was a ngorous integration plan and the
business beat what was an already aggressive budget Its
flagship event, held in Florence 1n September, attracted
1,800 delegates and exceeded sponsorship and delegate
revenue targets by 26% and 20% respectively

The CFO brand famly remains the pnmary targeted media
asset aimed at an important constituent part of the high-
end audience We will continue to 1nvest behnd the brand
to extend the franchise gecgraphmcally and so thatits
online presence matches the pnnt and event achvibesn
reach and value.
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Government brands

The Economist Group’s brands targeted at semor decision-makers 1n government consist of Roll Call, European
Voice and GalleryWatch, acquired last autumn as a complement ta Roll Call. Collectively revenues were up to

£14m, an increase of 11% over the pnior year.

oll Call's position as the teading media brand on

Capitol Hill was mghlighted 1n the latest Erdos &

Morgan readershp survey, which confirmed the

title as the best-read pubbcation for congressional

opimon leaders As a result, Roll Call continued to
benefit in growth in spending by clients wishing to reachits
nfluential audience

2006 was an unusual year The normal pattern s that
there1s a dip 1n advertising achwvity durtng mid-term
elechon years However, an achive legislative agenda
and the fact that Congress sat for longer than expected
meant that Roll Call was able to publish moressues than
anticipated Its revenues therefore were 4% higher than
the previous year

Quabfied arculation for the title was mgher at over 19,000,
largely as a result of addihonal copies being sent to
Congress at the speaal request of the Senate But online
represented the most sigmficant area of development

Rolt Call extended the range of services 1t can provide to
readers and chients by acquinng GalleryWatch, a leading
provider of real-time online leqislative \nformation and
management senices for searching, tracking and analysing
the Federal (and also the Texas) legislative, requlatory and
appropnabons processes GalleryWatch serves government-
affairs professionals at government agencies, trade
associations, corporations, and law and lobbying firms

12 The Economist Group

Roll Catl’s management 1s 1mplementing a comprehensive
ntegration plan for GalleryWatch We areinvestingin the
business’s growth, and it will benefit considerably from
Roll Calf's marketing and editonal experhse, as well as
from the bitle’s existing strong ties to government-affairs
professionals

European Voice takes the Roll Call franchise and extends

1t to Brussels Its pre-emnent position as the most
influential media player focused on the affairs of the
European Umon 1s underlined by the guest hst at1its

annual Europeans of the Year awards, the EV50 Attendees
1ncluded the presidents of both the European Commssion
and Parbament as well as a number of other commssioners,
government mmsters and former heads of state

European Voice's revenues increased by 11% on the pnor
year and there was a corresponding nse 1n cperating profit
The pnonty for the coming year1s to expand the business’s
web presence, providing daily news and insight to bunld a
more substanbal audience which will prove attractive to
clients

The Group's government brands are animportant
constituent part of our strategy to reach the lgh-end
audience through quality content They are leading players
1n their respective markets, which are showing rapid
growth, and we will continue to invest to yield greater
profits from this strong posihen




Report and accounts

16
17
18
22
25
27
28
29
30
31
32
35
60

Drectors

Trustees, Board and management committees
Directors” report

Directors’ report on remuneration
Finanoal review

Auditors’ report

Consolidated profit and loss account
Consobidated balance sheet
Consolidated cashflow statement
Other statements

Pnnapal accounbing policies

Notes to the financal statements

Notice of annual general meeting

The Economst Newspaper Limted registered number 236383




Directors

’

Sir Robert Wilson
() Appointed as non-executive charman n July 2003,
having served as a non-executive director
since May 2002 Chairman of BG Group and a non-
executive dwector of GlaxoSmithKline

Previously executive chairman of Rio Tinto

Helen Alexander CBE

| Appointed as a directorin November 1996 and as
Group chief executive 1n January 1997 Jowned
the company in 1984, arculation and marketing
director of The Economist from 1987 to 1993 and
managing director of the Economist Intellhigence

| S—
Umt from 1993 unbit the end of 1996 A non-
executive director of Centnca

Sir David Bell
Appointed as a non-executive director in August
2005 An executive director of Pearson and
chairman of the Finanaial Times He)s also chairman
of Sadler’s Wells and of Cnsis

—— e

Rona Fairhead

) Appointed as a non-executive director 1n Juty 2005
Chef executive of the Finanaial Times Group, an
executive director of Pearson and a non-executive
director of HSBC Holdings

—

John Gardiner
( \ Appointed as a non-executive director in Apnl 1998
Previously chairman of Tesco

-~

Philip Mengel

() Appointed as a non-executive director 1n July 1999
Drector of Electro-Motive Diesel Previously chief
executive of US Can Corporation, English Welsh &
Scottish Ratway and Ibstock

| SR

John Micklethwait

) Appointed as a director1n May 2006, and editor of
The Economist since Apnl 2006, having joined the
editonal staff in July 1987 Previously US editer Co-
author of four books (with Adnan Wooldndge}, most
recently "The Right Nation”

Nigel Merris

Apponted as a non-executive director in May 2004
Co-founder of Capital One Financal Serices and
former chief operating officer and president of
Capital One Financial Corporation Member of the
board of governors of London Business School and
trustee of New Pmlanthropy Capital

|

Rupert Pennant-Rea

Appointed as a non-executive director 1n August
2006 Chawrman of Henderson Group, and a non-
executive director of Go-Ahead Group, Gold hetds
and Times Newspapers Editor of The Economst from
1986 to 1993 and deputy governor of the Bank of
England from 1993 to 1995

]

Simon Robertson

Appointed as a non-executive director in July 2005
Non-executive charrman of Rolls Rayce Group, a non-
executive director of HSBC Holdings, the Royal Opera
House, Berry Bros & Rudd and a partner of Simon
Robertscn Associates Charman of the Royal
Academy Trust and trustee of the Eden Project

Trust

]

Lynn Forester de Rothschild

Appointed as a non-executive director in October
2002 Chief executive of EL Rothschild and a
non-executive director of the Estée Lauder
Compames A director of the Outward Bound
Trust and the ERANDA Foundation Chair of the
Amencan Patrons of Tate and a member of the UN
Adwisors Group on Inclusive Finanaial Services

]

Lord Stevenson of Coddenham

] Appointed as a non-executive director in July 1998
Chairman of HBOS Previously chairman of

Pearson

| S

Chris Stibbs

Jomned the company as Group finance director in July
2005 Previously corporate development
director of Inaisive Media, finance director of the TBP
Group and director of the FT Law and Tax
Dmision
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Trustees

£ 3
\.

Group management committee

-~ -

Lord Renwick of Clifton Trustee since 1995 Bntish
ambassador to South Africa (1987-91) and to the United States
{1991-95} Vice-chairman, Investment Banking of JPMorgan
Europe and vice-chairman of JPMorgan Cazenove, a director of
Fluor Corporation, Compagnie Financiére Richemont, SABMiller
and Kazakhmys Chairman of Fluor

Baroness Bottomley of Nettlestone PC, DL Trustee

since October 2005 Heads the board practice of Odgers Ray &
Berndtson Member of the House of Commons {1984-2005)
Member of the Cabinet (1992-97), senang as Secretary of State,
first for Health and then for Nationat Hentage Chancellor of the
Umiversity of Hull, pro-chancellor of the Umversity of Surrey and
governor of the London School of Economics Member of the UK
Adwisory Counal of the International Chamber of Commerce,
Cambndge Unwversity Judge Insttute of Management Studies
and the Supervisory Board of Akzo Nobel NV Non-executive
drector of BUPA

Clayton Brendish CBE Trustee since 1999 Non-executive
chairman of Amte Group, Echo Research and Close Beacon
Investment Fund Non-executive director of Bntish
Telecommumcations and Herald Investment Trust, a trustee of
the Foundation for Liver Research and a director of the Test and
Itchen Assoniation

Bryan Sanderson Trustee since May 2006 Chawman of the
Sundertand Area Regeneration Company, co-chairman of the
Asia Task Farce, a governor of the London School of Economics
and a director of Durham CCC

Board committees

”

Helen Alexander
Chris Stibbs
John Micklethwait

Matthew Batstone

) Group marketing and strategy director Jomned the
Group 1n January 2001 having worked at Carlton
Communications and J Walter Thompson

L

Martin Giles
] Managing director, North Amenca Joined the
editonal staff of The Economist 1n 1989, working in
London and Pans hefore becoming finance editor 1n
1994 Former publisher of (FU Eurepe and director
of Economist Enterpnses

Oscar Grut
Group general counsel and company secretary

Jowned the company in 1998 from Linklaters

David Laird
— | Group commeraal director Joined the Groupin
1978 as an advertising sales executive for The
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[ Directors’ report

The directors present their report to shareholders, together
with the audited financial statements, for the year ended
March 31st 2007

Developments and principal activities The pnnapal
achwibes of the Group consist of pubhshing, the supply

of business infermation, conferences and the letting of
property Developments and bikely future developments are
referred to on pages 3 to 12

Results and dividends The profit after tax for the financal
year to March 31st 2007 was £33 8m (2006 £22 1m) A
final dvidend of 54 5p per share (2006 43 8p)1s proposed
for the year to March 315t 2007 Tegether with the intenm
ddend already paid, this makes a total for the year of

75 5p (2006 62 9p) Inadditon, a speoal divndend of
139p per share was pad 1n December 2006 (January 2006
79 4p) The final dindend will be pa1d on July 18th 2007
to shareholders on the register at the close of business on
June 5th 2007

Property values The directors have been advised that the
open market value of the Economist Complex at March
31st 2007 was £92 2m, the balance sheet value1s £15 9m
Based on thsinformation, the directors consider that
the aggregate market value of all the Group’s properbes
exceeds their book value

Transactions with related parties Details of transactions
with related parties, which are to be reported under FRS 8,
are set out 1n the notes to the finanaoal statements on
page 51

Charitable and political donations Dunng the finanaal
year, the Group made contnbutions to chanbes amountng
to £225,250 (2006 £295,364), Including benefits granted
n kind No contnbutions were made for political purposes
(2006 £ml)

Directors Profiles of the directors appear an page 16

John Micklethwant, editor-in-chief, was appointed as an
executive directer on May 23rd 2006 Rupert Pennant-Rea
was appointed as a non-executive director on August 22nd
2006 All executive directors have contracts of employment

Corporate information The share capital of the company
15 dwided into ordinary shares, “A” speaial shares, “B”
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special shares and trust shares The trust shares are held
by trustees (who are descnbed on page 17), whose consent
15 needed for certain corporate activities The nghts
attaching to the trust shares provide for the continued
ndependence of the ownership of the company and the
editonal independence of The Economist Apartfrom

these nghts, they da not include the nght to vote, receive
dwvidends or have any other economicinterestn the
company The appointments of the editor of The Economist
and of the chairman of the company are subject to the
approval of the trustees, as are transfers of “A” special and
“B” speqial shares

The general management of the business of the company
1s under the control of the Board of directors There are
13 seats allowable on the Board, seven of which may be
appointed by holders of the “A” special shares and s1x by
the holders of the “B” speaal shares There are about 90
“A” speaal shareholders The “B” special shares are all
held by The Financial Times Limted  Sir Robert Wilson,
John Micklethwant, Mgel Morns, Rupert Pennant-Rea,
Simon Robertson, Lynn Forester de Rothschild and Chns
Stibbs were appointed by the “A” special shareholders
The “B” special shareholders appointed Helen Alexander,
Sir Dawnd Bell, Rona Farhead, John Gardner, Phalip
Mengel and Lord Stevenson

The ordinary shareholders are not entitled to parbhapate
n the appointment of directors, but 1n most ather
respects rank pan passu with the other shareholders The
transfer of ordinary shares must be approved by the Board
of directors

Corporate governance As a pnvate company, the company
15 not bound by the Listing Rules of the Finanaial Services
Authonty to report on comphance with the Pnnaiples

of Good Governance and Code of Best Prachce (“the
Combined Code™) However, the company has always
sought to runits corporate affairs in ine with best
practice and therefore follows the main pnnaples of the
Combined Code as closely as 1s reasonably practicable and
useful to shareholders The directors’ report, including
the directors’ report on remuneratien, which has been
considered and approved by the Board, descnbes how the
company has applied and comphed with these pnnaples
with the following main exceptions




m (ven the cabibre and expenence of the non-executive
directors, the Board does not bebieve 115 necessary
to1dentify a semorindependent director

m The directors’ contracts of employment do not
exphiaitly prowide for compensation commitmentsin
the event of early termnation

m Some AGM procedures do not comply

w Inwview of the company's umque capial structure
which gives the “A” special and “B” speaial
shareholders the nght to appoint directors, the
directors do not stand for re-election

m The Board has not undertaken a formal evaluation of
s individual directors but has done so for the Board
as a whole

Board The Board currently compnses ten non-executive
directors and three executive directors The non-executive
directors have a breadth of successful commeraal and
professional expenence and they exercise independent
judgment Lord Stevenson, who was appointed by The
Financial Times Limted, was until September 30th 2005
chairman of its parent company, Pearson ple Sir Dawvid
Bell1s chairman of the Finanaial Times and Rona Fairhead
15 chief executive of the Ainancial Times Group, they are
atso execuhve directors of Pearson ple Lynn Forester de
Rothschild and her spouse, Sir Evelyn de Rothschild, are
each interested 1n a sgmhicant number of shares (see page
22) Details of directors’ interests and, 1n relation to the
executive directors only, theirinterests 1n the employee
share ownershp trust, are given in the directors’ report on
remuneration on pages 22 to 24

The Board 15 chaired by Sir Robert Wilson and has met

for reqular business six times 1n the 12 months to March
31st 2007 The Board also convenes at other times on an
ad hoc basis or 1n committee when events warrant It1s
responsible for the overall direction and strategy of the
Group and for secunng the optimum performance from the
Group’s assets It also exercises control by deterrmning
matters specfically reserved for 1t 1n a formal schedule
which only the Board may change these matters include
sigmficant acqusihons and major capital expenditure The
Board carnes out regular reviews of matters undertaken by
management under delegated authonty The company’s
Articles of Association require the Board to obtain the
approval of the trustees for some actions

Board committees The audit commitiee 1s made up of five
non-executive directors It1s chared by John Gardiner,
and the other members are Nigel Morns, Rupert Pennant-
Rea, Lynn Forester de Rothschild and Sir Robert Wilson
The committee assists the Board to ensure that the
published finanoal statements give a true and fair view of
the business and also to ensure rehable internal finanaal
nformation The commttee 15 also respensible for
reviewing the sintalmbity and effectiveness of the Group's
internal finanoal controls, the work and findings of both
nternal and external auditors, and key accounbing pebcies
and Judgments The remuneration commttee 15 made up
of three non-executive directors Sir Robert Wilsen, Nigel
Morns and Lord Stevenson

Internal control The Board 15 responsibte for the company’s
systems ofinternal control and considers that the company
has putn place processes which follow closely the main
recommendations of the Turnbull Commttee and whch
focus on managing the Group's key business nsks

Our annual review of nsk mghlighted the following
pnncpal areas changes to our market {both the secular
changes related to the maratien of advertising spend to
the internet and the continued cychcabty of the adverbsing
market, as well as compettive actwty), fallure to attract

or retain the bhest people for the company, shareholder
nstability, farlure to manage the defiot on the UK defined
benefit pension scheme, integratien of new businesses the
company 1s acquinng, business continuity (including the
breakdown of operational systems from external attack,

the failure of key suppliers or a global disaster bke avian
flu}, brand and reputational nsk {(from Libel achon or
wnfringement of our intellectual property nghts), regulatory
nsk, such as changes to privacy or employment laws,

and the finanaal operations of the company, speafically
foreign exchange, cash management, 1naccuracies in
finanoal reporting, tax, and purchasing and procurement

The internal finanaal control system has been designed and
developed over a number of years to provide the Board with
reasonable but not absolute assurance that it can rely upon
the accuracy and reliabibity of the financal records, and its
effechveness has been reviewed by the Board The controt
system includes the following key features

m The Board reviews the Group’s strategy and long-term
plan annually The strateqes of specific businesses
are reviewed from ime to time Long-term goals are
approved by the Board
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w Abudgeting system whichincludes an annual budget
and forward projections 1s approved by the Board
Monthly actual results are reported against the
annual budget and revised forecasts are prepared as
necessary The company reports to shareholders at
least twice a year

m Finanoal pohices and procedures exist and senior
managers and finance staff are responsible for
ensunng that all relevant staff are fambiar with thewr
apphication

m Wntten treasury procedures cover banking
arrangements, hedging instruments, investments
of cash balances and borrowing procedures These
precedures include staff responsimlibies, segregation
of duties and levels of delegated authonty for
treasury matters

m The company has an audit and nsk management
function which has a dual role 1t advises on and
reviews the regular updabing of business nsk reqisters
at both Group and business levels, and also carnes
out anindependent nsk-based programme of
wnternal audit work 1n all parts of the Group The
manager reports to the Group finance drector
but also has direct access to the chairman of the
audit committee He attends all audit committee
meebings and makes formal reports to the committee
The reqister of key business nsks 1s reviewed by the
Board

m The company has clearly defined gindelines for
the review and approval of capital and development
expenditure projects, whichinclude annual budgets,
project appraisals and designated levels of authonty

The Economist Group’s Guiding Principles The Board
wishes the Group to operate 1n a clear and ethical context
and has therefore approved the following Guiding
Princples

m We aim to offer insight and analysis that are valued
by our customers

These values govern our retahonsmps with readers,
customers and clients, shareholders, staff, supphers
and the commumty at large

We believe 1n conducting business with common
decency We are opposed to bnbery and do not
engage n corrupt practices We abide by stnct
guidebines govermng the acceptance of gifts and the
disclosure of potential conflicts of interest.

As aninternational company, we conduct

business 1n many different markets around the

world Inthe countnesinwhich we operate, we abide
by local laws and requlations We make an achive
contnbution to local chanties by chantable giving
We encourage our people to participate 1n chantable
and community achwity We permit them to take time
off for this purpose and we have begun to track the
extent to whch they take advantage of this policy

We respect environmental standards and comply with
the relevant local laws We take environmentalssues
senously and consider these when placing contracts
with suppliers of goods and services 46% of our
prnters and paper manufacturers conform to or are
working towards IS0 14001 standard or its regional
equwalent

We value our colleagues and treat each other fairly
The Group 15 committed to equabity of opportumity in
all employment prachces and pohicies We do not
discnminate against employees or Job applicants
based on the grounds of age, sex, sexual onentation,
mantal status, race, colour, rebgion, national ongin
or disalnbty 73% of staffin the Umted States and
Europe {excludhng staff at GalleryWatch, our recent
acquisihion) have receved equal opportumties
traiming, and we began the programmen Asiain
March 2007 We support staff who through disabihity
o7 1llness are unable to perform their duties, by
adapting the work environment and hours of work
to swit the employee where 1t 15 reasonable for the
business

Our ambition 1s to own and develop across the world
intelligent medha brands for the hgh-end audience
that chents value Underpinning our abbity to fulfil
this objective 1s our commitment to independence,
ntegnty and delvenng quabty 1n everytiing we do
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We recogmise that it1s essential to keep employees
nformed of the progress of the Group We regularly provide
employees with information on the Group’s achwities

and its finanoial performance through staff meetings and
communication through our intranet We have a strong
consultative culture and we follow legal and regulatory




requirements to consult with staff on majorissues affecting
the company

Every two years the Group carnes out a staff survey The
last one took place in September 2006, we had responses
from 47% of staff 81% of respondents agreed or strongly
agreed that the Group 1s a good place to work (2004
82%), 73% of respondents agreed or strongly agreed
that the company conducts 1ts business ethically (2004
72%). 81% of respondents agreed or strongly agreed that
they understood the Group's strategy (2004 74%), and
77% of respandents agreed or strongly agreed that they
understood what their business umit was doing to deliver
1ts strategy (2004 71%)

As part of a planned response to areas for potenbal
improvement lighbighted by the 2006 survey, the company
has putn place a programme to 1mprove the environmental
wmpact of 1ts offices and has made a commiment to explore
ways to )mprove diversity in the Group

Payment of suppliers The company aims to pay all of 1ts
supphers wathin a reasonable penod of their invoices being
recewved and within any contractually agreed payment
penod, provided that the supplier also comphes with all
relevant terms and conditions Subsidiary compames are
responsible for agreeing the terms on which they trade with
their supplers Trade creditors as at March 31st 2007 for
the company represented on average 16 days of purchases
{2006 16 days)

Annual general meeting The notice convening the annual
general meeting, to be held at 12 15pm on Tuesday July
10th 2007 at the Inshtute of Directors, can be found on
page 60

Auditors A resolution to reappoint PnicewaterhouseCoopers
LLP as auditors to the company, and a further resolubon

to authonse the directors to fix their remuneration, will be
proposed at the annual general meeting

Auditor independence In bne with best prachce, the audit
committee gperates a pohcy that defines those non-audit
services that the independent auditors may or may not
provide to the Group The policy requires the provision

of these sennces to be approved in advance by the audit
commttee A statement of the fees for audit and non-audit
services 15 provided 10 note 5 on page 38

Disclosure of information to auditors As far as each of
the directors1s aware, there s no relevant information
that has not been disclosed to the company’s auditors,
and each of the directors believes that all steps have been
taken that ought to have been taken to make them aware
of any relevant audit information and to estabhsh that
the company’s auditors have been made aware of that
nformation

Directors’ statement of responsibilities Company law
requires the directors to prepare finanoal statements

for each financial year Under that law the directors have
elected to prepare the financal statements in accordance
with UK Generally Accepted Accounting Prachice (UK
Accounting Standards and apphcable law) The finanaal
statements are required by law to qive a true and fair

view of the state of affairs of the company and the Group
and of the profit or loss of the Group for that penod The
directors are responsible for keeping proper accounting
records which disclose with reasonable accuracy at any
time the finanacal position of the company and the Group
to enable them to ensure the finanoal statements comply
with the Compames Act 1985, for taking reasonable steps
to safeguard the assets of the company and the Group, and
for preventing and detecting fraud and otherirregulanties
The directors confirm that suitable accounting policies have
been used and applied consistently, and reasonable and
prudent Judgments and estimates have been made in the
preparation of the financial statements The directors also
confirm that apphcable UK accounting standards have been
followed subject to any matenal departures disclosed and
explained in the finanoal statements and that the finanaal
statements have been prepared on the gong-concern

basis

By order of the Board
Oscar Grut

Secretary

June 5th 2007
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Directors’ report on remuneration

The committee The remuneration committee of the Board 1s made up of three non-executive directors, Sir Robert Wilson,
Migel Morns and Lord Stevenson The querum necessary for the transaction of business 1s two members The committee
1s responsible for the remuneration poboy for semor executves of the Group, the policy and structure of Group bonus
schemes and nominations for the appointment of new directors In deterniming remunerabon, the commttee follows a
policy designed to attract, retain and motvate mgh-cahbre executives, ahgned with the 1nterests of sharehotders

Directors’ interests as at March 31st

Table 1 2007 2006
Beneficial holdings “A" Speaal Ordinary “A" Speaal Ordnary
Sir Robert Wilson - 10,490 - 8,940
Helen Alexander 25,785 22,215 25,785 13,720
S David Bell - - - -
Rona Farhead - - - -
John Gardiner - 1,000 - 1,000
Pmbhp Mengel - 1,000 - 1,000
John Micklethwait (appointed May 23rd 2006) - 12,000 - 12,000
Nigel Morns - 5,444 - 3,944
Rupert Pennant-Rea {appointed August 22nd 2006) 75,000 2,450 75,000 2,450
Simon Robertson - 2,000 - 2,000
Lynn Forester de Rothscinld* 240,440 2,037,000 240,440 2,037,000
Lord Stevenson - 1,000 - 1,000
Chns Stibbs - 700 - 700
Holding as a trustee

Lynn Forester de Rothschld* - 2,012,550 - 2,012,550

*Includes the interests of her spouse, Sir Evelyn de Rothschild

None of the above interests changed subsequent to the year end

As at March 315t 2007, Helen Alexander held the nght to acquire 23,750 ordinary shares (2006 16,000) at a nominat pnce
under the restncted share scheme descnbed on the next page, having exeraised such a nghtn respect of 16,000 ordinary
shares dunng the year Chns Stibbs held the nght to acquire 7,344 ordinary shares (2006 mt) under the same scheme.

The executive directors of the company, together with all employees, are beneficianes of the company’s employee share
ownershp trust As such, the directors are treated as interested 1n the 150,484 (2006 182,895) shares held by the trustee

of the trust
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The Group operated a number of annual bonus and long-term bonus plans during the year, providing performance-

based benuses for executive directors and employees.

Current plans

{a) Annual bonus plans Executive directors and employees
participated wn annual bonus plans in which rewards were
linked to Group performance and to 1mprovements 1n key
areas of the business which they could influence directly

{b) Executive long-term plan Executive dhrectors and
some other semor employees were awarded performance
umits under the executive long-term plan The umts are
equivalentin value to the company’s ordinary shares After
a three-year performance penod participants may receive
payments depending on the Group’s performance against
EPS hurdles and 1its total shareholder return compared with
a selected group of compames

{(c) The Economist editerial long-term plan Some semor
Journalists who do not parbicipate 1n the executive long-
term plan parhcipate in this three-year cash bonus scheme
designed to help us retain key editonal staff The size of
the bonus poelis a percentage of the Group’s cumulative
operahng profit at the end of three years The amount
paid to each partiapantis determined by how many umts
have been awarded to the parbapant at the start of the
three-year penod Payoutis also contingent on the Group
actneving an earmngs hurdle

(d) Succession pool long-term plan A pool of staff has
beendentified as having the potenhal to fill key semier
positions 1n the medium to long term They parbapate n
tms three-year cash bonus scheme designed to help us
retain them The size of the benus pools a percentage of
Group cumulative operating profit at the end of three years
The amount paid to each participant 1s determined by how
many umts have been awarded to the participant at the
start of the three-year penod Payout s also contingent on
the Group achmeving an earmings hurdle

(e) Restricted share scheme The Group also hasnplace a
restncted share scheme under which a small number of key
employees have been awarded a nght to acquire ordinary
shares at a nomnal pnce between two and five years after
the date of the award The Group has the discretion to pay
out shares or cash on exeraise

Discontinued plans

Group long-term plan Some seror employees were
awarded perfoermance umts under the Group tong-term plan
which were equvalent in value to the company's ordinary
shares After three- and four-year performance penods
parbcipants mght recewve an incentive payment equal to

a proportion of the increasein share pnce, depending on
achievement of performance hurdles related to improved
earmngs The final relevant performance penod expired on
March 31st 2007
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Directors’ remuneration

Directors’ remuneration and benefits are shown in the following table Non-execubive directors do not parbicipate n any
bonus scheme, any long-term incentive scheme or any of the company’s pension plans This table shows salaries/fees,
annual bonuses and benefits earned 1n and charged to the profit and loss account in the year unless otherwise noted
Except for the annual bonus, the table does notinclude any uncashed or future entitlements under any of the bonus or

ncentive schemes

Table 2
Remuneration for the years ended March 31st
Long-term
Salary/fees Annual benus plan payments Benefits Total

2007 2007 2007 2007 2007 2006

£000 £00C £000 £000 £000 £000
Sir Robert Wilson 80 - - - 80 80
Helen Alexander 365 256 192 17 830 589
Sir Dawvid Bell? 30 - - - 30 20
Bill Emmott? - - - - - 531
Rona Farrhead! 30 - - - 30 20
Kiran Mabk? - - - - - 269
John Gardiner 36 - - - 36 36
Phbp Mengel 36 - - - 36 36
John Micklethwart* 216 119 21 13 369 -

(appointed May 23rd 2006)
MNigel Morns 30 - - - 30 30
Rupert Pennant-Rea 18 - - - 18 -
(appointed August 22nd 2006)

Simon Robertson 30 - - - 30 20
Lynn Forester de Rothschild 30 - - - 30 30
Lord Stevenson® 30 - - - 30 30
Chnis Stibbs 235 113 - 13 361 254
Total 1,166 488 213 43 1,910 1,945

1 Pa1d to Pearson plc

2 Includes a contractual payment 1n heu of notice

3 Includes an ex graba payment

4 Excludes salary paid before his appointment to the Board

5 Paid to Pearson plc until September 30th 2005

Directors’ accrued pensions

The pensions which would be paid annually on retirement at age 60 based on service with the company to March 31st 2007
are shown below The table does notinclude any additional voluntary centnbutions or any resulbing benefits

Table 3
Accrued pension
Age Accrued pension at March 31st 2006
at March 31st 2007 at March 31st 2007 /appowntment Increase
Helen Alexander £154,643 £140,577 £14,066
John Micklethwait {appointed May 23rd 2006) £90,374 182,763 £7,611

Chns Stibbs
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The company contnbuted £23,500 to the defined contnbubion scheme (2006 £16,502)




Finandcial review

Operating result Operating profit at £36 1m1s 27% gher
than last year Theincrease 1s dnven by revenue growth

of 14%, combined with strong operahonal leverage as we
stnve to maximise the amount of additional revenue that
converts to profit The results have been affected by the
weaker US dollar Excluding this, revenues would have been
17% mgher and operating profit up 40%

Costs Costs are 12% hmgher than last year, refleching
business activity and additional investment in The
Econamist’s airculation and the infrastructure to support
growth The gross margin improvement of 2% reflects the
leverage effect referred to above stnbution costs grew
n bme with revenue Increasesin marketing, development
and admmstrabion costs reflect airculabon and brand
promotion and mgher vanable staff pay

Profit before tax The Group has benefited from the disposal
of 1ts 19% 1nterest in CBMI, resulbing n an excephional
profitof£11 1m Net finance income1s £1 9m, down 3%,
and reflects the sigmficant ane-off payments of the specal
dividend and to the UK defined benefit pension scheme
Profit before tax has increased by 59% to £49 2m

Taxation The effective rate of tax of 31 3% (2006 28 5%)
reflects the return to a normal rate of taxation following full
utiisabion of tax losses 1n the United States The underlying
tax rate s 33% (2006 34%) The normalised profit after tax
marqin 1ncreased from 10% to 10 6%

Earnings per share Earmings per share increased by 53%
from 88 4p to 134 9p Nermalised earmings per share,
which excludes non-operating excephonalitems, increased
21% from 87 1pto 105 2p

Penstons The Group operates a number of pension

schemes The UK defined benefit plans the onty defined
beneht scheme The pension scheme defiot (net of deferred
tax) was reduced by £17 Om to £7 6m at the balance sheet
date This was largely due to further specal lump-sum
contnbutions of £18min the year as the Group again
demanstrated 1ts commtment to meet scheme habilibes
(£5m was paid 1n each of the two previous years)

Dividend The cash dwvidend accounted forin the annual
report includes a further special dividend of £34 8m paidin

December 2006 (2006 £19 9m) The Board has proposed
ncreasing the final dividend by 24% to 54 5p (2006

43 8p}, gwing a total dwidend per share of 214 5p, an
ncrease of 51% over last year (2006 142 3p) Excluding
the speqal dimdend, the total ongoing dwidends covered
1 8 times by current-year basic earmings per shareand 1 4
times excluding non-operating exceptionat items

Treasury and treasury policy The objective of treasury
policy1s to 1dentify, momitor and manage finanaal nsks
These nsks are related prinapally to movements in foreign
exchange and interest rates and to the management of
cash balances and the nsk of insolvency of counterparbes
Treasury policies are agreed by the Board and implemented
on a day-to-day basis by the central UK treasury
department A treasury committee which includes two
executive directors, and which meets quarterly, provides
guidance and acts as a momtor of treasury achvibies The
treasury department acts as a cost centre and not as a
profit centre

The Group has cash of £31 3m at the year end (2006

£54 8m) At the year end the Group’s US-dollar balance
exceeded the sterling cash on hand Most of our cash

15 held 1n AAA-rated money market funds These funds
were yielding an average of 5 3% at the year end This
means that refinanang nsks are low, though the Group s
consaous of the need to ensure that adequate finanang
facbhthes can be made readily available to allow for future
strategic direcbion Borrowings are made from time to
time under a number of facihbes available to the Group
ncluding a committed £25m faabity expinng in December
2009 Current faabbes are considered to be adequate for
the Group at thhs ime The only external debt at the year
end was a finance lease on the Economist Complex

The mawn currency exposure of business transactions relates
to US-dollar receipts from sales in the Umted States The
foreign exchange nsk on this and ether smaller currency
exposures s managed by the treasury department mainly
through use of forward foreign exchange contracts and
currency options Foreign exchange nisk 1s only actively
managed on currencies where the net exposure exceeds
£3m, currency equivalent, per year At present this includes
US dollars The disposibion of net cash balances between
dollars and sterling 1s kept under constant review The
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Group does not hedge the translation of overseas profits or
assets and habbihes into sterling

Finanaial assets which potentially subject the Group to
concentration of credit nsk consist pnnopally of debtors
and cash The concentration of credit nsk assocated

with debtors 1s mmimised due to distnbutian over many
customers 1n different countnes and in different industnes
Risks associated with the Group’s cash are mitigated by
the fact that these amounts are placed with mgh-quabty
finanaalinstitutions Counterparty hmits approved by the
treasury commnttee and nobfied to the Board are used to
manage the nsk of loss on deposits The Group has not
expenenced any losses to date on its deposited cash

The treasury department momtors the Group’s exposure to
changesin interest rates At present no achive hedqing1s
being undertaken

Cashflow The Group again demonstrated strong cash
generation from operating achwvities with a healthy
conversion raho of 92% even after allowing for the special
pension contnbutions of £17 1m After the lump-sum
pension payments, the speaal dvidend and sale and
purchases of investments, there was a cash outflow of

£23 5m compared with an outflow last year of £18 5m
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Foreign exchange The translation of the Group’s overseas
trading results was adversely affected by the weaker
average US-dollar exchange rate which existed throughout
2007 The Group dhd achieve mgher hedging gains, but
profit before tax was negatively affected by approximately
£3 6m when compared with the previous year

International Financial Reporting Standards As a
prvate company, the Group 15 able to adopt voluntanly
International Finanaal Reporting Standards (IFRS)

The Group has considered the potential impacts of IFRS
adophon The Board has again agreed to defer adoption
until there s greater convergence with UK GAAP

Chris Stibbs

() i




Auditors’ report

We have audited the Group and parent company financial
statements (the “financial statements™} of The Economst
Newspaper Lirmted for the year ended March 31st 2007 wiich
compnse the Group profit and loss account, the Group and
company balance sheets, the Group cashflow statement, the
Group statement of total recogmsed gans and losses, the
Group reconababon of movements 1n equity shareholders’
funds and the related notes These financial statements have
been prepared under the accounting policies set out therein

Respective responsibilities of directors and auditors

The directors’ responsibibties for prepanng the annual report
and the finanoal statements 1n accordance with applicable
law and UX Accounting Standards (UK generally accepted
accounting practice) are set out 1n the directors’ statement of
responsibihities

Our responsillity 1s to audit the financial statements in
accordance with relevant legal and regulatory requirements
and Internabonal Standards on Auditing (UK and Ireland)
This report, including the opimon, has been prepared for
and only for the company’s members as a body 1n accordance
with Section 235 of the Compames Act 1985 and for no other
purpose We do not, in giving this opinton, accept or assume
responsibibty for any other purpose or to any other person to
whom this report1s shown or into whose hands 1t may come
save where expressly agreed by our pnor consent in wnting

We report to you our opimion as to whether the finanaal
statements give a true and fair view and are properly
prepared n accordance with the Compames Act 1985 We
also repoert to you whether 1n our opimon the information
gven in the directors’ report s consistent wath the finanaal
statements

In addihon we report to you if, 10 our opimon, the company
has not kept preper accounting records, 1f we have not
received all the informabion and explanations we require
for our audit, orf information speafied by law regarding
directors’ remuneration and other transactions 1s not
disclosed

We read otherinformation contained 1n the annual report,
and consider whether1t1s consistent with the audited
finanoal statements This other information compnses

only the chairman’s and chief executive’s statements,

the directors’ reportincluding the corporate governance
statement, the directors’ report on remuneration and the
financial review We consider the ymphcations for our report
1if we become aware of any apparent misstatements or
matenalinconsistencies with the finanaal statements Our
responsibilities do not extend to any other infermation

We also, at the request of the directors (because the company
applies the Listing Rules of the Finanaal Serices Authonty
asif it were a hsted company), review whether the corporate
governance statement reflects the company’s complhiance
with the mne provisions of the Combined Code (2003)
speafied for our review by the Listing Rules of the Finanaal
Sennces Authonty, and we report1f 1t does not We are not
required to consider whether the Board's statements on
nternal control cover all nsks and controls, nor do we form
an opimon on the effectiveness of the Group’s corporate
governance procedures or 1ts nsk and control procedures

Basis of audit apinion We conducted our auditin accordance
with International Standards on Auditing (UK and Ireland)
1ssued by the Auditing Practices Board An auditincludes
examination, on a test basis, of enidence relevant to the
amounts and disclosures in the financial statements It also
ncludes an assessment of the sigmficant eshmates and
Judgments made by the directorsin the preparation of the
finanoial statements, and of whether the accounting policies
are appropnate to the Group’'s and company’s arcumstances,
consistently appbied and adequately disclosed

We planned and performed our audit so as to obtain all
thenfoermation and explanations which we considered
necessary 1n order to provide us with suffioent endence to
gve reasonable assurance that the finannal statements are
free from matenal misstatement, whether caused by fraud
or otherirregulanty or error Informing our opimon we
also evaluated the overall adequacy of the presentation of
wformationn the finanoal statements

Opinion
In ouropimon

& The finanaal statements give a true and fair view, 1n
accordance with UK Generally Accepted Accounting
Practice, of the state of the Group’s and the parent
company's affairs as at March 31st 2007 and of the
Group’s profit and cashflows for the year then ended,

m thefinanoal statements have been properly prepared 1n
accordance with the Compames Act 1985; and

m theinformabon givenn the directors’ report 1s
consistent with the finanaal statements

PricewaterhouseCoopers LLP

Chatéred Accountants and eglstered A tors |
TR . /z}p
/ |

June 5th 2007
I
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{Consoh’dated profit and loss account

)

Years ended March 31st
2007 2006
Restated
NOTE £000 f£000

1 Turnover

Continuning operations 247,077 217,183
Acquisitions 669 625
247,746 217,808
Cost of sales {69,908) (66,343)
Gross profit 177,838 151,465
stnbubon costs (24,029) (22,269)
2 Marketing, development and other admimstrative costs (116,939) (100,620)
12 Goodwllamortisation (731) (120)
1  Operating profit 36,139 28,456
Continuing operations 36,327 28,733
Acquisitions (188) (277)
36,139 28,456
3 Profit on sale of fixed asset investments 11,192 556
Profit on ordinary activities before finance income 47,331 29,012
4 Netfinance income 1,859 1,920
1,5 Profit on ordinary activities before taxation 49,190 30,932
8 Taxation on profit on ordinary achivities (15,409) (8,819)
Profit for the year 33,781 22,113

The final dwvidend proposed for the year1s £13,652,000 (2006 £10,958,000) Dwidends paid in the year were

£51,013,000 (2006 £34,615,000)

11 Basic earnings per share {pence)
11 Dluted earmings per share {pence)
9 Dwadends paid per share (pence)

Dwidend cover (times} before non-operabing exceptionalitems

134.9
134 6
2038

05

88.4

883

138 4
06
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[Consolidated balance sheet at March 31st J

NOTE

12
13

14
15
16
22

17

18
19

23

20
21

2007 2006
Restated
£000 £000
Fixed assets
Intanqible assets 16,402 12,623
Tangible assets 24,148 25,238
40,550 37.861
Current assets
Stocks and work-1n-progress 1,591 2,186
Debtors due within one year 47,856 41,937
Deferred taxation 6,163 6,102
Cash and deposits 31,263 54,753
86,873 104,978
Creditors due within one year (56,000) {45,829)
Unexpired subscnptions and deferred revenue (66,528) (63,995)
Net current Uabilitles {35,655) {4,846)
Total assets less current liabilities 4,895 33,015
Credhtors due after one year (2,858) (2,526)
Provisions for labibties and charges (440) (424)
Net assets excluding pension and other post-retirement liabilities 1,597 30,065
Pension and other post-retirement hambtes {net of deferred tax) (9,493) (26,480)
Net (liabilities) /assets {(7.896) 3,585
Capital and reserves
Called-up share capital 1,260 1,260
Profit and loss account (9,156) 2,325
Equity shareholders’ {deficit)/funds (7,896) 3,585

The 2006 comparatives have been restated for the adoption of FRS 20 {see note 28)
The company balance sheet1s shown 1n note 31

The financial statements were approved by the Board of directors and authonsed for1ssue on June 5th 2007 They

were signed on1ts behalf by )
Robert Wilson éz

Chris Stibbs . .

Drectors ! .

The notes on pages 32-59 form anntegral part of these financial statements
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Emsolidated cashflow statement

NOTE
22

27

27

22

22

22

Years ended March 31st

2007 2006
£000 £000
Net cash inflow from operating activities 33,402 28,612
Returns on investments and servicing of finance
Interest received 1,824 2,642
Interest paid {264) {(248)
Finance lease interest pad (207) (208)
1,353 2,186
Taxation
UK corperation tax paxd (4.975) (3.060)
Overseas tax paid (4,911) (922)
(9,886) (3,982)
Capital expenditure and financial investment
Purchase of tanqible fixed assets (1,659) (3,605)
Acquisitions and disposals
Purchase of subsidiary undertakings (5,741) (9.709)
Cash acquired with subsidiary undertaking 121 900
Consideration on sale of fixed asset investment 11,052 -
5,432 (8,809)
Equity dividends paid to shareholders
Amounts pad (51,013) (34,615)
Net cash outflow before use of liguid resources and financing {22,371) (20,213)
Management of liquid resources
Cash drawn from short-term deposits 25,995 25,852
Financing
Capital etement of finance lease rental payments (2} (1)
Sale of own shares 533 292
Drawdown of unsecured loan facibity 13,000 -
Repayment of unsecured loan facility (13,000} -
531 201
Increase in net cash 4,155 5,930
Reconciliation of net cashflow to movement in net funds
Increase in cash in the year 4,155 5,930
Cash 1nflow from decrease 1n hquid resources {25,995) {25,852)
Cash outflow from decrease 1n lease financing 2 1
Change in net funds resulting from cashflows {21,838) (19,921)
Exchange translation differences (1.650) 1,446
Movement in net funds 1n the year (23,488) (18,475)
Net funds brought forward at Apnl 1st 52,226 70,701
Net funds carried forward at March 31st 28,738 52,226

Cash and deposits at March 31st 2007 amounted to £31,263,000 (2006 £54,753,000)
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Other statements

NOTE

23
23
23

28

21
21
21

28

Statement of total recognised gains and losses

Years ended March 31st

2007 2006
Restated

£000 £000
Profit for the year 33,781 22,113
Exchange translation differences ansing on foreign currency net investments 1,253 (1,440)
Actual return less expected return on pension scheme assets 904 14,480
Expenence losses ansing on pension scheme habbhes (433) (1.415)
Changes n assumptions underlying the present value of pension scheme habihties 5,361 {(22,014)
Actuanal loss on other post-retirement benefits (167) (313)
UK deferred tax attnbutable to the actuanal gain/(loss) (1,700) 2,779
Total recognised gains for the year 38,999 14,190
Prior year adjustment
Adcption of FRS 20 "Share-based payment” (323)
Total gains recognised since last annual report 38,676
Reconciliation of movements in equity shareholders’ funds
Years ended March 31st

2007 2006

Restated

£000 £000
Profit for the year 33,781 22,113
Dwidends paid (51,013)  (34,615)
Retaned loss (17,232)  {12,502)
Other recogmsed gains/(losses) 3,965 {6,483)
Net sale of own shares 533 292
Exchange translahion differences ansing on consobdahon 1,253 (1,440)
Net deduction from shareholders’ funds (11,481) (20,133)
Opening shareholders’ funds 3,585 23,718
Closing sharehelders’ (deficit) /funds (7.896) 3,585

Note of historical cost profits and losses

As the financal statements are based on the histoncal cost convention, no separate statement of mstoncal cost

profits and losses 1s necessary
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[Pn’ncipal accounting policies

B

A summary of the more 1mportant Group accounting
pohaes s set out below Accounting pohicies have

been consistently applhied except that FRS 20 “Share-
based payment” has been adopted in these statements
The adoption of ths standard represents a changein
accounting pebicy and the comparative figures have been
restated accordingly {note 28)

Basis of accounting The finanoal statements have been
prepared under the mstoncal cost convention and1n
accordance with the Compames Act 1985 and apphcable
accounting standards

Basis of consolidation The consolidated accounts include
the accounts of the company (The Economist Newspaper
Limited) and 1ts subsichary undertakings (the Group/The
Economist Group) made up to March 31st The results of
subsidhanes acquired are included 1n the consohdated
profit and loss account from the date control passes

The subsidary’s assets and babihibes that exist at the date
of acquisition are recorded at their fair values, reflecting
their condition at that date All changes to those assets
and hambhes, and the resulting gains and losses, that
anse after the Group has gained control of the subsidsary
are charged to the post-acqusition profit and loss account
Acquisihons are accounted for using the acquisition
method

Turnover Turnover represents sales to third parties from
arculation, subscnphons, advertising, sponsorship,
delegate fees and rental income net of advertising agency
commssions and trade discounts, and excludes value-
added tax and other sales-related taxes

Circulaben and advertising revenue relating to a newspaper
or other publication 1s recogmsed on the date 1t goes on
sale, or1s dspatched 1n the case of free pubhcations
Subscnption revenues are recogmsed 1n the profit and loss
account over the penod of the subscnption Sponsarship
and delegate revenue ansing 1n the year relating to future
events1s deferred until those events have taken place
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Where a contractual arrangement consists of two or more
separate elements that can be provided to customers exther
on a stand-alone basis or as an ophonal extra, turnover

1s recogmsed for each element as 1f 1t were an indwdual
contractual arrangement.

Foreign currencies Balance sheets have been translated
into sterling at the rates of exchange ruling at the
balance-sheet date Exchange differences ansing from the
retranslation of the epemng net investments and results
for the year to closing rates are recorded as movements on
reserves Exchange differences ansing on the retranslation
of borrowings taken out to finance overseas investments
are taken to reserves, together with any tax-related effects
All other exchange differences are included 1n the profit
and loss account Profit and loss accounts and cashflows are
translated into sterling at the average rate for the year The
Group enters inte forward currency and option contracts

to hedge currency exposures Reahsed losses or gains
ansing from the closing of contracts are inctuded within the
trading results for the year Other gains or losses on open
contracts are deferred

Share-based payments In accordance with the transihonal
prowvisions, FRS 20 has been appled to all grants of
performance awards after November 7th 2002 that were
unvested at Apnl 1st 2005 The Group awards certain
employees entitlements to cash-settled share-based
payments 1n accordance with its long-term incentive
scheme arrangements The fair value of these awards 15
measured and updated using an appropnate option pncing
model The key assumphons used 1n calculating the fair
value of the awards are set out 1n note 10 Management
regularly perform a true-up of the estimate of the number
of awards that are expected to vest Thisis dependent on
the anticipated number of leavers In addition to the key
assumptions referred to above, the value of the awardsis
dependent upon the future profits of the Group and the
Group’s relative market performance A hahty equai to
the portion of the services received 1s recogmsed at the
current fair value determined at each balance sheet date for
cash-settled share-based payments




Goodwill Goodwill ansing on the acquisihion of subsidhary
undertakings, representing the excess of the fair value

of the considerahion given over the fair value of the
wdentifiable assets and hiabihhes acquired, 1s capitabised as
anintanqible asset and wntten off over1ts useful economic
bfe Pnorto Apnl 1st 1998, purchased goodwill ansing

on conschdabon was wntten off to reserves in the yearin
which 1t arose, 1n accordance with the accounting standards
thenn force From Apnl 15t 1998, the provisions of FRS 10
“Goadwill and Intangible Assets™ have been adopted, and
such goodwll for new acquisittions s now required to be
shown as an asset on the balance sheet and amortised over
1ts useful economic life Goodwilt ansing on acquisibions
before Apnl 1st 1998 has been deducted from reserves and
15 charged to the profit and loss account on dispesal or
closure of the business to which 1t relates

Goodwll1s provided to wnte off cost over the acquisibion’s
useful economic bfe as follows

Subsidiary acquired Useful econamc hife (years)
Eurobhinance 20
GalleryWatch 20

Where there has been anindication of impairment of
goodwll, 1t1s the Group’s policy to review its carnying
value Inthe case of goodwill previously wntten off directly
against reserves, the 1mpaired amounts are wntten back
from reserves and then wintten off against the profit and
Loss for the year

Stocks and work-in-progress Stocks and work-in-progress
are valued at the lower of cost and net reabsable value Cost
ncludes all direct expenditure Deferred conference costs
represent costs incurred for conferences planned to be held
after the balance sheet date

Leased assets Where the Group has entered into finance
leases, the obhgations to the lessor are shown as part of
the borrowings and the corresponding assets are treated

as fixed assets Leases are regarded as finance leases where
their terms transfer to the lessee substantially all the

benefits and burdens of ownership other than the nght to
retain legal title

Depreciation 1s calculated 1n order to wnte off the amounts
capitabsed over the estimated useful lives of the assets by
equal annualnstalments Rentals payable under finance
leases are apporhioned between capital and 1nterest,
thenterest portion beng charged to the prefit and loss
account and the capital porbions reducing the obligations
to the lessor

Costs in respect of operating leases are charged on a
straight-bine basis over the lease term Operating lease
ncentives recewved are imtially deferred and subsequently
recogmsed over the mimmum contract penod Rental
ncome 1s recogmsed on a straight-line basis over the
lease term

Provision 1s made for onerous lease rentals payable on
empty properbes and where lethng receipts are anhapated
to be less than cost Provisionis made for the penod that
the directors consider that the property will remain untet
or unublised, or to the extent that theres a shortfallin
net rental income The time value of money n respect

of onerous lease provisions has been recogmsed by
discounting the future payments to net present values

Investments Investments held as fixed assets are included
at cost, less provisions for dimnutionin value

Share schemes Shares held by the employee share
ownersiip plan (ESOP) are shown at cost and recorded as a
deductienn arnwving at shareholders’ funds

Trade debtors Trade debtors are stated tess provision for
bad and doubtful debts and anbapated future sales returns

Taxation Current tax, including 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
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Deferred taxation Deferred taxation 1s fully provided,
using the habbty methed, at the expected applicable
rates, on all timng differences between accounting and
taxabon treatments, which are expected to reverse in the
foreseeable future

No provision 1s made for any additional taxation which
would anse on the remttance of profits retained, where
there1s no intention to remit such profits A deferred tax
asset1s only recogmsed to the extent that1t1s more hikely
than not that there will be taxable profits from which the
future reversal of the timing differences can be deducted

Unexpired subscriptions and deferred revenue Unexpired
subscnptions represent the amount of subscnption menies
received 1n advance of supplying the pubhcation or semice,
and whnch therefore remain a habhty to the subscnber
Deferred revenue represents all other payments received 1n
advance of services being provided, pnmanly conference
fees, sponsorship and rental income

Pension and other post-retirement benefits The cost of
provichng pensions under defined contnbution schemes s
charged against profits as they become payable

For the defined benefit and post-retirement medical
schemes, assets are measured at fair md-market values,
and the habibities are measured using a projected umt
method and discounted at the current rate of return on

a hngh-quality corporate bond of equvalent term to the
habiity The pension scheme defiat1s recogmsed in full,
net of deferred tax, and presented on the face of the
balance sheet

The movementn the scheme defiatis spht between
operating and financial stems in the profit and loss account
and the statement of total recogmsed gains and losses

The full service cost of the pension provision 1s charged to
operating profit The net impact of the unwinding of the
discount rate on scheme habibties and the expected return
of the scheme assets 1s charged to other finance costs Any
difference hetween the expected return on assets and that
actually acheved 1s charged through the statement of total
recogmsed gawns and losses Similarly, any differences that
anse from expenence or assumption changes are charged
through the statement of total recogmsed gains and losses

Finance costs Finance costs which are directly attnbutable
to the cost of construchion of a tangible fixed asset are
capitalised as part of the costs of that tangible fixed asset

Website development costs Design and content costs

are capitabised only to the extent that they lead to the
creation of an endunng asset delivenng benefits at least

as great as the amount capitahsed If there1sinsufficient
evidence on which to base reasonable estimates of the
economic benefits that will be generated n the penod

until the design and content are next updated, the costs of
developing the design and content are charged to the profit
and loss account asincurred

Tangible fixed assets Tangible fixed assets are stated at cost less accumulated depreciation The cost of leasehold assets
include directly attnbutable finance costs Depreniation 1s provided to wnte off cost over the asset’s useful economc ife as

follows

Asset type De

preciation method

Depreoation rate per year

Long and short leasehold property
Fixtures and fithngs

Plant and machinery

Eguipment

Motor veheles

Major software systems

Straight-line basis
Straight-line basis
Straight-line basis
Straight-line basis
Straight-line basis
Straight-line basis

Duration of lease
14%

10-33%

14-50%

25%

20-33%
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Notes to the financial statements

NOTE1 Segment information

2007 2006

Turnover by business £000 £000
Economst brand family 205,457 181,755
CFO brand farmly 24,324 19,881
Government brands 14,414 13,006
Other businesses 3,551 3,166
247,746 217,808

Other businesses 1nclude Ryder Street Properties {which owns and manages the Economst Complex n Lendon)
Government brands’ turnover includes £669,0001n respect of acquisthons Turnover between brand farmires 1s not matenal

2007 2006

Restated

Operating profit by business £000 £000
Economist brand family 27,094 20,821
CFO brand famly 2,361 534
Government brands 4,341 4,276
Other businesses 3,074 2,945
Goodwill amorbisation (731) (120)
36,139 28,456

Government brands’ operating profit before goodwill amortisation inctudes a loss of £94,000 1n respect of acquisitions

Operating profit before goodwill amortisation from acquisibens 1s stated after charging cost of sales of £268,000 (2006
£262,000), distnbution costs of £29,000 (2006 £ml) and marketing, development and admnistrative costs of £466,000

(2006 £520,000)

2007 2006

Restated

Net(liabilities)/assets by business £000 £000
Economist brand famly 283,452 247,845
CFO brand famly {8,056) (10,457)
Government brands 8,201 5,874
Other businesses 2,665 1,774
Shared actvities {294,158) (241,451)
(7,896) 3,585

Dvidends of The Economst Newspaper Limited are charged to shared acthwvibies Government brands’ net assets include

£23,0001n respect of acquisihons
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W)tes to the financial statements

NOTE1 Segmentinformation

2007 2006

Turnover by business £000 £000
Econemist brand family 205,457 181,755
CFO brand famly 24,324 19,881
Government brands 14,414 13,006
Other businesses 3,551 3,166
247,746 217,808

Other businesses include Ryder Street Properties (which owns and manages the Economist Complex 1n London)
Gevernment brands’ turnover includes £669,000 in respect of acquisitions Turnover between brand fambies 15 not matenal

2007 2006

Restated

Operating prefit by business £000 £000
Economst brand fanmly 27,094 20,821
CFO brand famly 2,361 534
Government brands 4,341 4,276
Other businesses 3,074 2,945
Goodwll amortisation (731) (120)
36,139 28,456

Government brands’ operating profit before goodwill amortisabion includes a loss of £94,000 1n respect of acquisitions

Operabing profit before goodwill amortisation from acquisibons 1s stated after charging cost of sales of £268,000 (2006
£262,000), distnbution costs of £29,000 (2006 £ml) and marketing, development and admmstrative costs of £466,000
(2006 £520,000)

2007 2006

Restated

Net(liabilities) /assets by business £000 £000
Economst brand famly 283,452 247,845
CFO brand famly (8,056) (10,457)
Government brands 8,201 5,874
Other businesses 2,665 1,774
Shared actwities (294,158) (241,451)
(7,896) 3,585

Dwadends of The Economist Newspaper Limited are charged to shared actvibes Government brands’ net assets include
£23,0001n respect of acqusitions
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NOTE1 Segmentinformation (continued)

Analysis of results by geographical region

2007 2006
Turnover by customer location £000 £000
Umted Kingdom 53,413 51,704
North Amenca 105,483 97,619
Europe 53,229 39,715
Asia-Paafic 25,904 21,807
Other 9,717 6,963
247,746 217,808

North Amenca turnover includes £669,0001n respect of acquisihons

2007 2006

Total  Inter-region Salesto Total  Inter-region Sales to
sales sales third parties sales sales  third parties
Turnover by origin of legal entity £000 £000 £000 £000 £000 £000
Umted Kingdom 186,313 {22,264) 164,049 155,772 (20,045) 135,727
North Amenca 75,535 - 75,535 74,413 - 74,413
Europe 4,241 {2,112) 2,129 4,498 {1,832) 2,666
Asia-Paahc 8,136 {2,103) 6,033 7,831 (2,829) 5,002
274,225 (26,479) 247,746 242,514 (24,706) 217,808

North Amenca turnover includes £669,0001n respect of acquisihons
2007 2006
Restated
Profit before taxation by origin of legal entity £000 £000
Umted Kingdom 37,952 21,303
North Amenca 10,152 8,279
Europe 731 839
Asia-Paafic 355 511
49,190 30,932

North Amenca profit before taxation includes a loss of £188,0001n respect of acquisihons

2007 2006
Restated
Net (Habilitles)/assets by origin of legal entity £000 £000
Umted Kingdom (4,080) 18,835
North Amenca (6,758) (18,625)
Europe 1,154 1,520
Asia-Paafic 1,788 1,855
{7,896) 3,585

North Amenca net habibties include assets of £23,000 1 respect of acquisitions
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NOTE 2 Reorganisation costs

2007 2006
£000 £000
Restructunng costs (1,697) (1,840)
Property relocation costs - (1,073)
(1,697) (2,913)
The above reorgamsation costs are included within marketing, development and other admimistrative costs
NOTE 3 Profit on sale of fixed asset investments
2007 2006
£000 fo00
Profit on sale of fixed asset investments 11,192 556

The profit for the year relates to the sale of the Group’s 18 6% convertible preference shareholding 1n Commonwealth
Business Medha, Inc, a US corperation which pubhishes directones and other trade publications, for £11 im Inaddition,
£0 1m relates to the release of provisions for warranties and claims ansing on the sale of the business of the Journal of
Commerce, Incin 2002 The profit for the year ended March 31st 2006 includes the release of provisiens for warranbes and

ctayms answing on the sale of the Journal of Commerce, Incn 2002

NOTE 4 Net finance income

2007 2006

£000 £000

Interest recewable on cash deposits 1,834 2,670
Interest payable and similar charges (485) (413)
Other finance income/(charges) 510 (337)
1,859 1,920

Interest payable on bank overdrafts and loans repayable within five years (278) (205)
Interest payable on finance lease (207) (208)
Interest payable and simlar charges (485) (413)
Unwinding of discounts on onerous property contract provisions (148) (41)
Net return/(cost) on pension scheme and other post-rebirement benefits 658 (296}
Other finance income/(charges) 510 (337)
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NOTES Profit on ordinary activities before taxation

2007 2006
Profit on ordinary activities before taxation is stated after charging the following: £000 £000
Auditors’ remuneration
Audit of the company's annual accounts 109 95
Fees payable to the company’s auditors and their associates for other services
Audit of the company’s subsidianes 144 118
Further assurance services 18 175
Tax adwvice and comphance 178 275
Corporate finance senaces 141 98
Operating lease rentals
Plant and equipment 258 320
Land and buildings 4,596 5,513
Depreciation
On owned assets 2,569 2,418
On assets held by inance lease 55 54
Loss on disposal of tangible assets - 6
NOTE 6 Directors’ emoluments
The detals of directors” emoluments are on table 2, page 24, within the directors’ report on remuneration
NOTE7 Employees
Average and year-end number of emplayees, ncluding executive directors, by business activity were as follows-
2007 2006
Average Year-end Average Year-end
Econemst brand famly 773 802 764 774
CFO brand family 148 150 127 150
Government brands 102 127 86 89
1,023 1,079 977 1,013
2007 2006
Restated
Employment costs including executive directors’ emoluments £000 £000
Wages and salanes 68,388 61,389
Soqal secunty costs 6,780 5,726
Defined benefit pension costs 5,233 4,522
Other pension costs 1,687 1,340
82,088 72,977
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NOTE 8 Taxation on profit on ordinary activities

2007 2006
Restated
The taxation charge based on the result for the year is made up as follows: £000 £000
UK corporation tax at 30% {2006 30%) 7,619 4,354
Overseas taxahion 2,151 540
UK deferred taxation 4,428 2,532
Overseas deferred taxation 1,970 2,220
15,968 9,646

Adjustments in respect of previous years
UK corporation tax 425 {1,206)
Overseas taxabon 175 (140)
UK deferred taxation (991) 579
Overseas deferred taxation (168) (60)
15,409 8,819

Included within the deferred tax charge for the year1s a FRS 17 charge of £5,535,000 (2006 £1,837,000) and the impact of

the use of previously recogmised tax losses

2007 2006

Restated

Current tax rate reconciliation % %
UK tax rate 300 300
Expenses not deductible for tax purposes 09 25
Depreciation 1n excess of capital allowances 01 (03)
Utibsation of general provisions 24 (3 3)
Overseas tax rates 05 (0 3)
Overseas tax losses ublised (3 4) (6 4)
Timing of goodwill amortisabion 01 (0 5)
Deferred income 01 02
FRS 17 pension movement (11 2) (6 0)
Adjustments to tax charge in respect of previous penods 12 (4 4)
Current tax rate reflected 1n earmngs 207 115
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NOTES Dividends

2007 2006

Cash dividends paid . £000 £000
Final dwvidend pad of 43 8p per share (2006 39 9p per share) 10,958 9,975
Intenm dwidend paid of 21 Op per share (2006 19 1p pershare) 5,257 4,776
Speaial dwidend pard of 139 Op per share (2006 79 4p per share) 34,798 19,864
51,013 34,615

All shareholders other than holders of the trust shares (see note 20) recewve the above dmadend per share
Dnadends amounting to £345,000 (2006 £255,000) 1n respect of the company's shares held by the ESOP (note 21) have
been deducted 1n arnving at the aggregate of dividends pad

2007 2006

Dividends proposed in respect of the year £000 £000
Final dwmidend proposed of 54 5p per share (2006 43 8p per share) 13,652 10,958
Intenm dividend paid of 21 Op per share (2006 19 1p per share) 5,257 4,776
Speonal divdend pad of 139 Op per share (2006 79 4p per share) 34,798 19,864
53,707 35,598

The directors are proposing a final diwvidend 1n respect of the finanaal year ending March 31st 2007 of 54 5p Dwvidends
amounting to £82,0001n respect of the company’s shares held by the ESOP have been deducted 1n arnving at the total
dmadend proposed of £13,652,000 The proposed dwvidend 1s subject to approval by shareholders and has not been
recogmsed as a hability 1n these financial statements

NOTE 10 Share-based payments

The Economist Group operates the following share-based 1ncentive schemes

Current plans

Executive long-term plan Umts are granted to executive directors and semor employees These awards are taken in cash
form only after three years The value of the award 1s based on share pnce, the earmings per share compound annual growth
rate and the Group’s total shareholder return (TSR} compared with a group of selected comparator compames over the
penod of the scheme

Restricted share scheme This scheme 1s for key employees who have been awarded a nght to acquire ordinary shares at a
nominal pnce between two and five years after the date of the award The Group has the discretion to pay out shares or cash
on exercise

Discontinued plans

Group long-term plan Umts were granted to certain executive directors and some other semor employees The umts have
performance penods of three and four years with the value of the award equal to a proporbion of the increase in share pnice,
depending on achievement of performance hurdles related to ymproved earmings These awards are taken 1n cash form only
This scheme was fully vested at March 31st 2007

The Group has recorded total hablibes at March 31st of £11,708,000 (2006 £7,245,000), of which £8,118,000 (2006
£2,411,000) relates to awards which had vested at the year end

The total expense recogmsed with respect to cash-settled share-based payment transachions was £7,661,000 (2006
£3,991,000)
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NOTE 10 Share-based payments (continued)

The fair values of the long-term schemes were calculated using a Black Scholes option pnang medel, except for the
schemes including a TSR ranking performance condition where a Monte Carlo model was used The wnputs to the models

were as follows

At March At March

31st 2007 31st 2006

Weighted average share pnce (£) 18 70 16 40
Weighted average exercise pnce (£) 15 00 12 40
Expected volatibty (%) 25% 30%
Expected life (months) 18 16
Risk-free rate (%) 5 4% 5 0%
Expected dwidend yield (%) 1 9% 19%
Forferture rate (%) 5% 5%

The expected volatility 1s deternined by calculating the mistoncal volatility of the Group's share pnce over the previous ten
years and by calculating the mstoncal TSR volatibity of the comparator group over the relevant bife of the schemes

385,000 long-term plan umts {2006 368,000) were granted dunng the year with a weighted average fair value at March

31st of £6 47 (2006 £5 51)

Speoal dvidends are included n erther the fair value calculatien or are reinvested as further umts

At March 31st 2007 At March 31st 2006

Weighted average Weighted average
Restricted share scheme No of options share pnice (£} No of ophions  share pnice (£)
Outstanding at the beginmng of the year 28,524 16 56 49,800 14 00
Granted dunng the year 45,391 16 56 - -
Exercised dunng the year (26,208) 16 56 (21,276) 14 00
Outstanding at the end of the year 47,707 19 47 28,524 16 56
Exercisable at the end of the year - 4,593

The weighted average remaiming contractual bife for outstanding options at March 31st 2007 was 30 months (2006 12

months)
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NOTE 11 Earnings per share

Basic earmngs per share s calculated using earmings of £33,781,000 (2006 restated £22,113,000) and the 25,200,000
ordinary and special shares in1ssue (2006 25,200,000) less those held by the ESOP being on average 166,327 shares
(2006 190,777), resulting in a weighted average number of shares of 25,033,673 (2006 25,009,223) Earnings per share
before non-operating exceptional items1s based on a profit of £26,347,000 (2006 restated £21,779,000)

2007 2006

Weighted Weighted
average  Earmngs average Earmngs
number of per number of per
Earmngs shares share Earmngs shares share
Restated Restated
£000 000s pence £000 000s pence
Basic earnings per share 33,781 25,034 1349 22,113 25,009 88 4
- profit on sale of fixed asset investments (11,192) 25,034 {44 7) (556) 25,009 (2 2)
- attnbutable taxation 3,758 25,034 150 222 25,009 09

Earnings per share

before non-operating exceptional items 26,347 25,034 105 2 21,779 25,009 871

Mluted earmngs per share1s calculated by adjusting the weighted average number of shares to take account of shares held

by the ESOP which are under option to employees

2007 2006
000s 000s
Weighted average number of shares 25,034 25,009
Effect of dilutive share options 56 38
Weighted average number of shares for diluted earmngs 25,090 25,047
NOTE 12 Intangible fixed assets
Goodwill
£000
Cost
At April 1st 2006 12,743
Additions {note 27) 4,510
At March 31st 2007 17,253
Accumulated amortisation
At Apnl 1st 2006 120
Charge for the year 731
At March 31st 2007 851
Net book value at March 31st 2007 16,402
Net book value at March 31st 2006 12,623

42 The Econommst Group




NOTE 13 Tangible fixed assets

Leasehold bwildings Plant and

Long Short machinery Equipment Total
Group £000 £000 £000 £000 £000
Cost
At Apnl 1st 2006 31,740 6,019 3,585 21,163 62,507
Additions - 178 35 1,446 1,659
Acquisibions - - 37 14 51
Disposals - - - (222) (222)
Transfers (24) - - 24 -
Exchange translation differences (19) (452) (90) {444) (1,005)
At March 31st 2007 31,697 5,745 3,667 21,981 62,990
Depreciation
At Apnl 1st 2006 12,504 3,310 3,492 17,963 37,269
Provided dunng year 655 535 6 1,428 2,624
Disposals - - - (222) (222)
Exchange translation differences - {372} (74) (383) {829)
At March 31st 2007 13,159 3,473 3,424 18,786 38,842
Net book value at March 31st 2007 18,538 2,272 143 3,195 24,148
Net book value at March 31st 2006 19,236 2,709 93 3,200 25,238

The directors have been adwised that the market value of the Economst Complex at March 31st 2007 was £92,200,000
(2006 £70,650,000), the book vatue1s £18,400,000 {2006 £19,200,000) and the balance sheet value1s £15,900,000

(2006 £16,700,000) after deduchng the finance lease payable Included within the cost of leasehold buildings 1s

capitahsed 1nterest of £2,312,500 (2006 £2,312,500)

Assets held under finance lease and capitalised in long leasehold buildings were

2007 2006

£000 £000

Cost or valuation 6,798 6,798

Aggregate depreciahon (1,134) (1,079)

Net book value 5,664 5,719
NOTE 14 Stocks and work-in-progress

2007 2006

£000 £000

Raw matenals 1,270 1,782

Work-n-progress 287 364

Fimshed goods 34 40

1,591 2,186
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NOTE 15 Debtors

2007 2006
Due within one year £000 £000
Trade debtors 35,248 31,238
Other debtors 1,974 2,091
Prepayments and accrued ncome 6,753 7,001
Tax recoverable 3,881 1,607
47,856 41,937
NOTE 16 Deferred taxation

Summary of movements in deferred tax asset £000
At Apnl 1st 2006 (restated) 6,102
Credit to the profit and loss account 296
Exchange difference {235)
At March 31st 2007 6,163

The assets recogmsed for deferred taxation under the hallity method are
2007 2006
Restated
£000 £000
Excess of depreciation over capital allowances 880 535
Loss relef - 2,987
Other tming differences 5,283 2,580
6,163 6,102

All potential assets have been recognised except for taxation which would anse on the remittance of profits retained

overseas and Asia losses as noted below

In the pror year, an asset was recogmsed on tax losses of £2,987,000 available in the Umted States This asset has been

fully ubbsed this year

No asset has been recogmsed on accumulated trading losses of £5,352,000 (2006 £5,424,000)n Asia as the directors
consider that 1t1s not appropnate at this time to forecast that there will be suffioent prefits in the relevant countnes

aganst which the tax asset can be recovered
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NOTE 17 Creditors: due within one year

2007 2006
Restated
£000 £000
Trade creditors 4,649 4,142
Other crediters inctuding taxation and social secunty 17,524 16,149
Accruals 33,827 25,538
56,000 45,829

Other creditors ncluding taxabon and socal secunty compnse
Corporation tax 8,919 6,178
Other tax and social secunty payable 2,139 2,672
Other credhtors 6,466 7,399
17,524 16,149

The Group had no bank leans as at March 31st 2007 (2006 £ml) Dunng the year the Group entered 1nto an unsecured,
three-year committed £25m facibty In addibion, the Group has undrawn overdraft facilibes winch are subject to review by
the end of January 2008

NOTE 18 Creditors: due after one year

2007 2006
£000 £000
Finance leases 2,524 2,526
Other creditors 334 -
2,858 2,526
Future mmmum payments under finance leases were as follows
Within one year 1 1
In more than one year but not mare than five years 6 6
After five years 2,518 2,520
2,525 2,527

The finance lease on the Economist Complex1s repayable in quarterly instalments untit 2111, at an interest rate of 4 3%

NOTE 19 Provisions for liabilities and charges

Onerous

praperty

leases

£000

At Apnl 1st 2006 424
Charged to the profit and loss account 67
Ubbised 1n year (152)
Unwinding of discount 148
Exchange difference (47)
At March 31st 2007 440

The provision for onerous leases 1s expected to unwind over the next four years
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NOTE 20 Equity share capital

Authonsed Issued and fully paid
At March 31st 2007 and 2006 Number £000 Number £000
“A” special shares of 5p each 1,575,000 79 1,260,000 63
“B” special shares of 5p each 1,575,000 79 1,260,000 63
Ordinary shares of 5p each 36,850,000 1,842 22,680,000 1,134
Trust shares of 5p each 100 - 100 -
2,000 1,260

FRS 4, “Capital Instruments™ requires the Group to provide a summary of the nghts of each class of shares This summary
can be found 1n the directors’ report on page 18 The trust shares participate 1n a distnbution of capital only to a himited
extent and accordingly are not treated as equity share capital

NOTE 21 Reserves

2007 2006
Consolidated profit and loss account £000 £000
At Apnl 1st as previously stated 2,648 22,874
Adoption of FRS 20 (323) {416)
At Apnl 1st as restated 2,325 22,458
Retained loss for the year (17,232) (12,502)
Other recogmsed gains/(losses) relating to the year 3,965 (6.,483)
Net sale of own shares 533 292
Exchange translation differences ansing on consohidation 1,253 {1,440)
At March 31st {9,156) 2,325

The cumulative goodwll wntten off to profit and loss reserves by the Group1s £22,800,000 (2006 £22,800,000) and anses
mainly from the purchase of Business International in 1986, CFO Publhishing Corporationin 1988 and Roll Call, Incn 1992
and 1993

At March 31st 2007, there were 150,484 shares (2006 182,895) of 5p each with 2 nominal value of £7,524 (2006 £9,145)
n The Economist Newspaper Limited (own shares) held by the ESOP The ESOP prowides a hmited market for shares of

The Economist Newspaper Linited to be bought and sold Employees of the Group can apply to buy shares from the ESOP
twice a year at the latest inchcatve share valuation and all other shareholders can offer to sell their shares to the ESOP

A subsidiary company, The Economist Group Trustee Company Lirited, acts as trustee of the ESGP and handles all share
transactions The ESOP has not wawved 1ts entitlement to dividends on these shares 47,707 (2006 28,524) of the shares
are under ophion to employees and have been condibonally granted to them The interest 1n own shares, included withan
reserves, 1s as follows

£000
At Apnl 1st 2006 1,869
Net sale of own shares (533)
At March 31st 2007 1,336
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NOTE 22 Notes to consolidated cashflow statement

2007 2006

Restated

Reconaliation of operating profit to net cash inflow from operating achwities £000 £000
Operating profit 36,139 28,456
Depreciation of tangibie fixed assets 2,624 2,472
Goodwill amorhisation 731 120
Loss on sale of tangible fixed assets - 6
Decrease 1n stocks 421 10
Increase in debtors (5,269) {(3,558)
Increase in creditors 10,919 3,017
Increase 1n unexpired subscnptions and deferred revenue 6,159 4,482
Decrease 1n provisions (18,322) {6,393)
Net cash inflow from operating acbvities 33,402 28,612

Net cash inflow from operating achwities was reduced by £17,100,000 due to specal defined benefit pension contnbutions
(2006 £5,000,000)

Other

At Apnl 1st non-cash  Exchange At March 31st

2006 Cashftow Acquisthon changes movement 2007

Analysis of net funds £000 £000 £000 £000 £000 £000
Cashn hand 8,079 4,034 121 - (742) 11,492
Cash placed on short-term deposits 46,674 {25,995) - - {908) 14,771
Total cash balances 54,753 {21,961) 121 - (1,650) 31,263
Finance leases due within one year (1) 2 - {2) - (1)
Finance leases due after one year (2,526) - - 2 - {2.524)
Net funds 52,226  (21,959) 121 - (1,650) 28,738

At March 31st 2007 cash balances included £1,827,000 (2006 £1,470,000) of deposits collected from tenants of the
Group’s property business This cash 1s only accessible in the event of the tenant defaulting
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NOTE 23 Pension and other post-retirement liabilities

2007 2006

Analysis of pension and other post-retirement labilities {net of deferred tax) £000 £000
UK Group scheme (7.559) {24,538)
Post-retirement benefits {1,934) {1,942)
(9,493) (26,480)

The Group operates pension schemes for most of 1ts employees throughout the world, winch are funded by the Group The
main scheme for UK staff who joined before 2003 (the UK Group scheme) provides funded defined benefits The scheme has
a defined contnbution underpin and provides for those employees who Joined before 2003, for the better of defined benefit
and defined contnbution benefits Defined contnbution schemes are operated for UK and non-UK staff In addition, the
Group provides unfunded, unapproved pension arrangements in respect of certain employees The assets of each scheme
are held 1n separate trustee-admmstered funds with \ndependent qualified actuanes or other professionals acting as
adwisers Actuanal valuabons are undertaken at regular intervals

The most recent full actuanal valuation of the UK defined benefit scheme was at January 1st 2004 This showed the market
value of assets of the main UK scheme to be £79,200,000 The actuanal valuation of pension babilihes was £109,800,000,
leaving a deficit of £30,600,000 The actuanal method used for the valuation was the projected unt credit method On a
Mimmum Funding Requirement basis, the level of funding was 91% This valuation was used as a basis for agreewng the
ongowng company funding rate which was set at 28 5% effective Apnil 1st 2004 The next full valuation 1s currently being
performed with an effective date as at January 1st 2007 1n accordance with the statutory funding objective The results are
not yet available

The scheme has been closed to new members since January 1st 2003, a defined contnbution scheme has been available
to Joiners since then As a result, under the projected umit credit method, the current service cost1s expected to increase
as members approach retirement The company contnbution rate to the UK Group scheme dunng the year was 17 1%

of pensionable salanes to fund ongoing service costs The company also contnbuted £2,045,000 to repay the defiat
This willincrease by 4 6% per annum Speaal contnbubions of £18 Om were made dunng the year The best estimate of
contnbutions expected to be made into the scheme next year1s £5,500,000

The FRS 17 valuation reflects new HM Revenue and Custom (HMRC) rules relabing to commutation of tax-free cash effective
Apnl 6th 2006 Past scheme expenence indicates that the majonty of retirees take the maxamum level of cash available The
effect of the new rule has reduced the defint by £5,300,000 Cash commutation factors, which are regularly reviewed by the
trustees, increased from a factor of of 12 1to 15 1atage 60 This has led to anncrease in the deficit of £6,600,000 The
provision 1n respect of unfunded, unapproved arrangements of £497,000 was transferred into the scheme dunng the year
following the change to HMRC rules.

The main overseas schemes and one UK scheme are based on defined contnbutions, amounts totalling £81,000 (2006
£219,000) were accrued 1n respect of these schemes at year end
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NOTE 23 Pension and other post-retirement liabilities (continued)

UK Group scheme

The valuation of the UK Group scheme has been updated by independent actuanes to March 31st 2007 The major
assumptions used to determine this valuation are as follows

2007 2006 2005

% % %

Inflation 30 27 27
Increase in pensionable salanes 45 45 45
Increase 1n pensions in payment 29 26 25
Increase in deferred pensions 30 27 27
Discount rate for scheme habibties 54 50 54

The FRS 17 valuation s based on PA92 mortality tables with longewty projechion based on medium cohort and the yearin

which the member was born

If the discount rate orinflabion rate assumption was altered by 0 1% then the estimate of the 1mpact would be £3,400,000

and £2,700,000 respectively

The assets of the UK Group scheme and the expected rate of return on these assets shown as a weighted average, are as

follows
Long-term Long-term Long-term

rate of return Value at rate of return Value at rate of return Value at
expected at March 31st expected at  March 31st expected at  March 31st
March 31st 2007 2007 March 31st 2006 2006 March 31st 2005 2005
Y £000 % £000 % £000
Equibes 84 92,215 78 73,460 78 56,199
Government and corporate bonds 5 1 49,385 45 43,698 50 32,717
Property 71 15,823 60 11,265 78 9,611
Other 565 1,654 45 705 48 1,220
Total market value of assets 159,077 129,128 99,747
Present value of scheme habbties (169,876) (164,183) {131,954)
Deficit in the scheme {10,799) {35,055) (32,207)
Related deferred tax asset 3,240 10,517 9,662
Net pension bability (7,559) {24,538) (22,545)
2007 2006
Analysis of the amount charged to operating profit £000 £000
Current service cost 4,968 4,522
Past service cost 265 -
Total operating charge 5,233 4,522
2007 2006
Analysis of the amount charged to other finance income/(charge) £000 £000
Expected return on pension scheme assets 9,174 7,141
Interest on pension scheme habiities (8,386) (7.297)
Net income/(charge) 788 {156)
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NOTE 23 Pension and other post-retirement liabilities (continued)

2007 2006
Analysis of amount recognised in statement of total recognised gains and losses £000 £000
Actual return less expected return on the pension scheme assets 904 14,480
Expenence losses ansing on the pension scheme hatlihes (433) (1,415}
Changes 1n assumpbions underlying the present value of the scheme habilities 5,361  (22,014)
Actuarial gain/(loss) recognised in the statement of total recognised gains and losses 5,832 {8,949)

2007 2006
Movement in deficit during the year £000 £000
Defiat1n scheme at Apnl 1st {35,055) (32,207)
Movement
Current service cost (4,968) (4,522)
Past service cost (265) -
Contnbubions 23,366 10,779
Other finance income/(charge) 788 (156)
Transfer of unfunded/unapproved scheme (497) -
Actuanal gain/(loss) 5,832 (8,949)
Deficit in scheme at March 31st (10,799)  (35,055)
History of experience gains and losses
rfference between the actual and expected return on scheme assets 2007 2006 2005 2004 2003
Amount (£000) 904 14,480 2,695 8,135 (21,983}
Percentage of scheme assets 1% 11% 3% 10%  (34%)
Expenence losses on scheme Liabibibes
Amount (£000) (433) (1,415)  (257) (2.440) 1,890
Percentage of the present value of the scheme habibties - (1%) - (2%) 2%
Total actuanal gain/(loss) recogmsed in the statement of total recogmsed gains and losses
Amount (£000) 5832  (8,949) - 10,089 (22,042)
Percentage of the present value of the scheme halbties 3% (5%) - 8% {19%)

Other post-retirement benefits

The Group provides post-retirement medical benefits to certain former employees At March 31st 2007, 67 (2006 67)
retired employees were ehiqible to receive benefits As at March 31st 2007 the Group estimated the present value of 1ts
accumulated post-retirement medical benefits obligation to be £1,934,000 (2006 £1,942,000), net of deferred taxation
These habilihes were confirmed by a qualified \ndependent actuary The pnncipal assumptions used 1 estimating this
obhgation are healthcare premium cost escalation of 9% per year and a discount rate to represent the time value of money
of 5 4% Actual premiums paid are being set agawnst this provision, which 1s penodically assessed for adequacy
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NOTE 24 Financial commitments

Operating leases 2007 2006
Land and buildings, leases expiring £000 fo00
Within one year 135 632
Between two and five years 3,280 2,763
After five years 927 297
4,342 3,692

Plant and equipment, leases expiring
Within one year 33 34
Between two and five years 79 130
112 164

NOTE 25 Capital commitments and contingent liabilities

At March 31st 2007, there was £ml of capital expenditure contracted for but not provided 1n the finanaal statements
(2006 £ml) There are contingent Group halmbities in respect of legal clayms, indemmties, warranties and guaranteesin
relation to former businesses Nene of these claims1s expected to result 1n a matenal loss to the Group

NOTE 26 Related party transactions

The Financial Times Limited holds 50% of the 1ssued share capitalin the company and 1s entitled to appoint six out of

a total of 13 places for directors on the company’s Board The Finanaal Times Liimited 1s a wholly-owned subsidvary of
Pearson plc The Group sold goods and services to Pearson plc and subsidiary compames to a total value of £141,711 (2006
£71,693) 1n the normal course of trade duning the year, and acquired goods and services to a total value of £42,097 (2006
£49,525) The aggregate balances outstanding with these compamies as at March 31st 2007 were £14,683 (2006 £ml) due

to the Group and £188 {2006 £188) due from the Group
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NOTE 27 Acquisitions

On October 27th 2006, the Group acquired 100% of the 1ssued share camital of LNNI com, Inc, GalleryWatch com, Inc and
LNNI Serwices, Inc (“GalleryWatch”) GalleryWatch1s accounted for as an acquisthon The purchase consideration compnised

cash of £3,241,000, wmith deferred contingent considerabion of up to an additional £1,400,000

The deferred contingent consideration 1s to be paid on the basis of GalleryWatch meeting speafic targets

The following table sets out the book values of the \dentifiable assets and ballibies acquired and their fair value to the

Group
Accounting policy Fairvalue to
Bookvalue  Revaluahons ahgnment Group
£000 £600 £000 £000
Fixed assets
Tangible assets 56 - (5) 51
Current assets
Debtors 396 - 11 407
Cash 121 - - 121
Total assets 573 - 6 579
Creditors
Creditors due within one year (1,225) 4 (56) (1,277)
Net tiabilities acquired (652) 4 (50) (698)
Goodwll 4,510
Consideration 3,812
Consideration satisified by:
Cash 3,241
Deferred contingent consideration 571
3,812
Net cash outflow in respect of the acquisition comprised:
Cash consideration (3,241)
Cash at bank and 0 hand acquired 121
(3,120)

GalleryWatch contnbuted an outflow of £126,000 to the Group's net operating cashflows, paid £mlin respect of interest,

£mlin respect of taxation and used £82,000 for capital expenditure

In1ts last financial year to December 31st 2005, GalleryWatch made a loss after tax of £181,000 For the penod since that
date to the date of acquisition, GalleryWatch management accounts show £1,140,000 revenue, £1,507,000 costs and a

£367,000 loss
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NOTE 27 Acquisitions (continued)

Prior year: acquisition of EuroFinance Conferences Limited

No adjustments have been made to the fair value of the assets and habihhes, disclosed 1n the 2006 annual report, for the
purchase of Eurofinance Conferences Limited 1n January 2006 Deferred consideration of £2,500,000 was paid in respect of
ths acquisthion dunng the year

NOTE 28 Prior year adjustment

The adoption of FRS 20 “Share-based payment” has required the Group to change 1ts method of accounting for share-based
payments

As a result of this change 1n accounting pobiey, the comparatives have been restated as follows

Creditors due Deferred Shareholders’

within one year taxabion funds

Consolidated balance sheet £000 £000 £000
2006 as previously reported {(45,368) 5,964 3,908
Adoption of FRS 20 (461) 138 {323)
2006 restated (45,829) 6,102 3,585
Operating Taxabion on profit Profit after

profit on ordinary activities taxation

Consolidated profit and loss account £000 £000 £000
2006 as previously reported 28,322 (8,778) 22,020
Adoption of FRS 20 134 (41) 93
2006 restated 28,456 (8,819) 22,113

NOTE 29 Derivative financial instruments

The Group enters mto forward exchange contracts and foreign currency option contracts to mtgate US dollar currency
exposures The Group does not recogmse the fair value of these denvative 1nstruments on the balance sheet Dunng the
year, the Group entered 1nto 25 (2006 51) forward exchange contracts, and one (2006 ml) option contract The fair value
of forward contracts outstanding at the year end 1s a £649,000 asset (2006 £784,000 iambty} and of the option contract a
£95,000 asset (2006 £5,000)

NOTE 30 Post balance sheet events

In March 2007, the UK government announced that the corporate tax rate wilt be reduced from 30% to 28% for pertods
from Apnl 1st 2008 In accordance with UK GAAP the rate of 30% 1s still used as the basis for the deferred tax calcutation as
the rate change has not yet been substantively enacted Due to uncertainty regarding the reversal of timng of differences,
an accurate estimate of the effect of this change cannot be made at this time
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NOTE31 Company balance sheet at March 31st

NOTE

32
32

32
32
32
32

32

32

20
32

2007 2006
Restated
£000 £000
Fixed assets
Tangible assets 3,451 3,728
Investments 85,260 85,621
88,711 89,349
Current assets
Stocks and work-1n-progress 423 334
Debtars due after one year 14,613 14,613
Debtors due within one year 43,667 39,561
Deferred taxabon 2,942 1,519
Cash and deposits - 32,449
61,645 88,476
Creditors due within ane year (53,884) (42,223}
Unexpired subsenptions and deferred revenue (19,575) (18,138)
Net current (liabilities) /assets (11,814) 28,115
Total assets less current liabilities 76,897 117,464
Prowisions for hahlities and charges (1,267) (1,198}
Net assets 75,630 116,266
Capital and reserves
Called-up share capital 1,260 1,260
Profit and loss account 74,370 115,006
Equity shareholders’ funds 75,630 116,266

The 2006 comparatives have been restated for the adoption of FRS 20

The finanaal statements were approved by the Board of directors and authonsed for 1ssue on June 5th 2007

They were signed on its behalf by

Robert Wilson

Chris Stibbs
Directors
e
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NOTE32 Notes to company balance sheet

Tangible fixed assets Leasehold Plant and
buildings short machinery Equipment Total
Cost £000 £000 £000 £000
At Apnl 1st 2006 2,053 1,038 15,663 18,754
Additions 14 - 792 806
At March 31st 2007 2,067 1,038 16,455 19,560
Depreciation
At Apnl 1st 2006 82 1,033 13,911 15,026
Pronided dunng year 305 3 775 1,083
At March 31st 2007 387 1,036 14,686 16,109
Net book value at March 31st 2007 1,680 2 1,769 3,451
Net book value at March 31st 2006 1,971 5 1,752 3,728
Investments (fixed assets) Sharesn
Group compames
Cost and net book value £000
At Apnl 1st 2006 85,621
Transfer (361)
At March 31st 2007 85,260
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NOTE32 Notes to company balance sheet (continued)

The pnnapal wholly-owned subsichary undertakings of the company which are consolidated are

The Economist Intelhigence Umt, NA, Inc (USA)
The Economist Intelbgence Umt Limited*

The Economist Group (Investments) Limited
The Econormst Newspaper, NA, Inc (USA)

TEG New Jersey LLC (USA)
Ryder Street Properties Limited
The Economist Group GmbH (Austna)

The Economist Group Trustee Company Limited*

EuroPnance Conferences Limited*
GalleryWatch com, Inc (USA)

These compames are engaged 1n pubhismng and related services and 1n the provision of business information except

CFO Publishing Corporation (USA)

The Economist Group (Asia/Paalfic) Limited (Hong Kong)

The Economist Group (Jersey) Limnted (Jersey)

The Economst Newspaper Group, Inc (USA)
Roll Call, Inc (USA)

Ryder Street Properties (Management) Limted*

The Economst Group (Luxembourg) S a r | (Luxembourg)

The Economist Group France S a r | (France)*

LNNI com, Inc (USA)
LNNI Services, Inc {USA}

for Ryder Street Properties Limited and Ryder Street Properbes {Management) Limted which rent and tet property The
Economist Group (Jersey) Limited, The Econormist Group {Luxembourg) S a r L and The Economist Group (Investments)
Limited act as investment compames for the Group The Economst Group Trustee Company Limited 1s the trustee of the
ESOP All the compames above are incorporated and reqistered in England and Wales with the exception of those indicated
The compames marked * are directly owned by The Economist Newspaper Limited, all other compames are owned through
wholly-owned subsichanes All subsidianes, other than The Economist Group (Luxembourg) § a r L, have a financal year

ending March 31st The Econemist Group (Luxembourg) S a r L has a financial year end of the end of February

2007 2006

Stocks and work-in-progress £000 £000
Raw matenals 389 294
Fimshed goods 34 40
423 334

Debtors 2007 2006
Due after one year £000 £000
Amounts owed by Group companies 14,613 14,613
2007 2006

Due within one year £000 £000
Trade debtors 19,166 15,121
Amounts owed by Group compames 21,897 20,920
Other debtors 725 1,187
Prepayments and accrued income 1,879 2,315
Tax recoverable - 18
43,667 39,561
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NOTE32 Notes to company balance sheet (continued)

Summary of movements in deferred tax asset £000
At Apnl 1st 2006 (restated) 1,519
Charge to the profit and loss account 1,423
At March 31st 2007 2,942
2007 2006
Restated
Assets recogmsed for deferred taxation under the habibty method are £000 £000
Excess of depreciahion over capital allowances 279 474
Post-retirement benefits 4 148
Other timing differences 2,659 897
2,942 1,519
All potential assets have been recogmsed except for taxation which would anse on the remittance of profits retained
overseas
2007 2006
Restated
Creditors: due within one year £000 £000
Trade crechtors 2,262 2,207
Amounts owed to Group compames 22,563 18,129
Other credhtors including taxabon and sooal secunty 9,642 6,949
Accruals 19,417 14,938
53,884 42,223
Other creditors including taxation and socal secunty compnse
Corporation tax 4,289 831
Other tax and social secunty payable 1,757 2,199
Other creditors 3,596 3,919
9,642 6,949
Provisions for
retirement
benefits
Provisions for Uabilities and charges £000
At Apnl 1st 2006 1,198
Charge to the profit and loss account 58
Charge to the statement of recogmsed gawns and losses 102
Utibsed inyear (91)
At March 31st 2007 1,267
Pensions

Although The Economist Group Pension Plan1s a combination of defined benefit and contnbution schemes, the company
accounts for the Plan asf 1t were a defined contnbubion scheme, as the company 1s unable to 1dentify its share of the

underlying assets and hambties of the Plan
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NOTE 32 Notes to company balance sheet (continued)

2007 2006

Restated

Reserves: profit and loss account £000 £000
At Apnl 1st as previously stated 115,198 41,532
Adoption of FRS 20 (192) {246)
At Apnl 1st as restated 115,006 41,286
Retained (loss)/profit for the year (41,094) 73,568
Net sale of own shares 533 292
Other recogmsed losses relating to the penod (75) (140)
At March 31st 74,370 115,006

The directors have taken advantage of the exemption under section 230 of the Companies Act 1985 and have not presented
a profit and loss account for the company alone The company’s profit after tax for the financial year amounted to
£9,241,000 (2006 restated £99,484,000}

Employees
The average number of employees, including executive directors, was 345 (2006 344) Their aggregate remuneration
compnsed

2007 2006

£000 £000

Wages and salanes 31,394 29,131
Social secunty costs 3,758 3,135
Pension costs 17,920 8,333
53,072 40,599

Share-based payments
The company has adopted FRS 20 Refer to note 10 for further details of the share-based incentive schemes The company
has recorded total habilibes at March 31st of £7,060,000 {2006 £4,613,000)

Financial commitments 2007 2006
Operating leases £000 £000
Land and buildings, leases expiring
Whthin one year 104 65
Between two and five years 151 195
After five years 682 38
937 298
Plant and equipment, leases expiring
Within one year 25 21
Between two and five years 32 a5
57 116

At March 31st 2007, there was £ml of capital expenditure contracted for but not provided in the finanoal statements
(2006 £ml) The company has guaranteed certain bank overdraits and property leases of 1ts subsidianes and the bank
overdraft of the Group’s employee share ownership plan trustee company, although there were no overdrafts as at March
31st 2007 The annual cost of property leases guaranteed by the companys currently £mi (2006 £ml) per year
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NOTE 32 Notes to company balance sheet (continued)

Prior year adjustment
As a result of changes in accounting policy, the comparatives have been restated as follows

Credhitors due Deferred  Shareholders’

within one year taxation funds

£000 £000 £000

2006 as previously reported (41,950} 1,438 116,458
Adoption of FRS 20 (273) 81 (192)
2006 restated (42,223) 1,519 116,266

The above adjustments resulted 1n anncrease of £54,000 1n the company's profit after tax
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l Notice of annual general meeting J

Notice1s hereby given that the annual general meebing of The Economist Newspaper Limited will be held at the Insbtute of
Directors, 116 Pall Mall, London, SW1Y SED on Tuesday July 10th 2007 at 12 15pm, for the following purposes

1. To recewve the accounts and the reports of the directors and the auditors for the year ended March 31st 2007

2. To declare the final dnadend

3. To reappoint PncewaterhouseCoopers LLP as the company’s auditors

4. To authonse the directors to fix the remuneration of the auditors

By order of the Board

Oscar Grut

Secretary

Reqistered Office

25 St James’s Street

London SW1A 1HG

June 5th 2007

A member entitled to attend and vote may appoint one or more proxies, who need not be shareholders, to attend and vote
nstead A form of proxyis enclosed It must first be signed by the appointer and delivered to the company’s reqistrars,

Computershare Investor Services plc, The Pavilions, Bndgwater Road, Bnstol, BS99 3FA at least 48 hours before the
meeting
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