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PROCIPAL ACTIVITY AD BUSINSS REVIEW

The principal activity of the Carpay iz the publishing of Educatdonal, Prefeacional,
Reference, Modical, Scientific, Tecnical end Childrens Books ond there has bon 1o
significant change dring the year,

Langman Group WK findshed the year well with a troding profit percentoge over 195
All our divisiaa, some troding in difficult mrkets, had a particlarly stay last

quarter,

Igren ELT again oomtributed on citstarding profit to the Copay o Lo
Internatienal. Education further estsblished itself oo the leading K Publisher for
Werld Bendc projects.

We are rapidly developing our ELT, #odical and Profesaional and Refererve sales ond
profits in the key Asien markets. In Jepon, the acquisition of Ling=i) Houwse, market
leader in lecally suthorised end publisted American ELT gives us o leading position
Ir. the expanding sdult end corporate BT morkets. longmon Dletionardss  increased
their sales by almst 50% giving us an excellent bace for further racket panelxation.

Pitren Rublishing ond Longnn law, Tax and Fironce had excellent trading profits
s)mdngihash%ofﬁmirbaddistaﬂmnhliﬂﬁngwtamomﬁecﬁm the
buoyency of the business and professional marbets,

Despite the depressed state of the %K education and ocademic library market, Longnn
feadiniic, Scientific end Teclnical czme in well above buceted sales and profits,

Longmn Education came thraugh strongly in the lost quarter,

Itwsam@ywmﬁatademimhmmwmmmm-mdnmmm
mWwﬂirgmMﬁ&eQmidewaﬂﬂnh*@mmmanﬂddy
estasliched itzelf in the market place.

We stact the new docarde with a new menagement toam comitted to achieving grosth
whiile madntaining our high levol of profitubility.
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WEET VARTICH OF LAYD A0 BILETNS

it 1S ectioarad that the nenet value of e O reay’s gaupertien 2% Doceeger 71 330
s approirotely £3,117,00 n ooman of book yalags. The pealicaluon of thi
Cargary's pooperties ac cxch o swyhs wadld @ve rise to a diokilaty W iex of
appreaamately £1,041,000,

SICNIFICANT MAVENNIS IN TAUINE VDED MIETS

furing the yex the Compary incurred expenditure of @2,150,000 en the soquisition of
the freehold lond of its Bunt Mill offices. Details of other movenentn in Tegable
Fixed fooets ore discloecd in tote 10.
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The Directors who held office dring the yeor, topetler with tho énterests an rap
Corpemtes of thoer who wize pot alco Directars of the Hdding Gapany ab Deceder 3,
nry o follows:

¥r T J Rix

M MG P Ly
¥ J G williomon
M3 P Foln

MW CJ Rea
MrRGB funcon

Pearson PLC
29 Ocdinacy Stares
3lst Decenber 1629 3igt Decerber 1963
Ordinary  S.AY.E. Senier Odirary  S.AY.E. Senior
Shares Options Exccutive Shares Optios Executive
Cptions Optianm
Mc P Blackbam 1374 2375 10530 - 2506 I0E00
M M P Kelley 1000 2631 22000 1000 XES 22000
M5 J M Little - 1525 5500 - 1350 10500
M J Ogbome 1000 45657 5000 - IR 10000
M~ P Warwick - 1319 12500 - G5 5X0

Mr P J Mnday resipgned on Jawary 1 1969,
M P Warwick was eppointed as a Dircctor on Jawary 11969,
M R Watsen resigrned on Augst 31 1969

In comon with other arployees of Pearson FIC Group Companies, the sbove Directrxs
mey participate in the Pesrson PLC Save As You Eam Stock Option Schame under which
rights are gruited to purchose Ordinary Stockc upon the explry of 5 or 7 year periods.
Option prices under the Scheme are related to prices ruling on the Stock Excharge m
the last but e dealing day tefore thwe date of the letter inviting epplications. In
addition, the above Directors participate in the Pearson PIC Senior Execuidve Share

Option Scheme.
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QUAITAIE A0 NEIVICAL CNREHITING

Durdsg the yoar he Grpny rod vieios daritadle omtralationg totalling £55, 454
L1068 - £71,5270, The Corpey did net oede any pelitical caniriutyrs during dn
year | 1968 - Ril).

FOLICY Ot TMFLDTION FOR EMCLONERS

The Copiry attiches great impiriacce to the creation omongst ito employors of a
sonse of inwlvenent in, and identification with, tte cbjertives od cuocess of the

Far gsevernl years the Copay hos afsned to enonurope this oonse of  fnvolvenonit
specifically through the provision to evory oploree of gurterly and aniual
imamation on the progress ond obgectives of the Corpayy. Regular neetings are held
wi n oll ctaff to kecp them fully informed of the Corporp'ns progress ond fuhure
plans,

A employeca after & specified prdod of service are eligible to porticipate in the
Pearnen PLC Save As You Eam Stock Option Scheme.

EMALOYMENT OF DISABLED PERIONS

Full corsideration is glven by the Company to applications for amloyment mde by
disabled persons, with due regard to their particular sptitudes end sbilities,
Employees who becore disgbled dmring their employment ars glven every acsistonce to
conbirue their enploymoent in sppropriate positions. Dissbled enplayess are given the
sane opparbndtdes for tralning, career develorment ard promotion os olher enployees,
subject to their particular disabilities.

ADTTORS

Orr Auditors Deleoitte Hoskdns & Selis are in the precess of merging their practice
with Coopers & Lyurend.,  In the meantime they nave adeoued Coopers & Lybtrama Deloitte
aa their husitiess nave end have sipred their elit repact in that 1zme. A Resolution

to resppoint Goopers & Lybrend Deloitte as the Camany's axditors will be proposed st
the Ammual General Meeting.

By &der of the Bouwed
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Stondards.,

Componies Act 1965,

We hire cudited the finoncial statments o peges 6 to 18 in sccondonon with Auditing

In o opinion the finencial staterents give a thue and falr view of the state of the
Company's affairs at Decerber 31 1969 ond of ito profit and source and ppplication of
finds for the year then ended and have been properl; prepured in pocordance with te

(:..v\of-ﬂ Q Ca(w«-uh 6‘54""“&

Coopers & Lybrond Delodtte
Cartered Accountonts
London

2 8 MAR 1990
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FIOVIT & LOGS ACOOUNT RO THE YEM ENOED DECEM¥R 30 19

Tumoser
Cest of Gales
Gross Profic
Otror net cperating expenses
Operating Profit
Irvectrent income
Profit before interest pygyzble
Interest payable
Profit on ordinary activities before tamtion
Toxation
Profit e ord ary ectivities after taxation
Dividends
Interim paid
Final propeecd

Fetained profit credited to reserves

Thia Profit end Lees Asoant should be read in enjunction with the Notes on Pages 9

to 18.

16

1 198

e L loranet
0! ErE2y
fana0  {3A04)
78 3927
{25314) {e5ra7)
1924 8433
178 152
12102 A0
( a0 { 9
12082 8635
{ 4195) { 2161)
7885 5174
{ 1400) { 1150)
( 300) ( 1650)
306 2674
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s s 1LY
FDED ASEE
Targible fnoets 16 13730 LOE 5
Irvestents P Ttk it
AR PG5
URETNT ASSETS
Stexcks 1 3411 1535
Debtors 12 322 AN
Cash at Bark and in hand Zxa 1%
99063 AX7
CURRENT LIATLITIES
Crediters: Arounts falling
e within ae year 13 (34143) {030
TET TURRENMT ASSETS 2633 25430
‘TOTAL ASSETS LSS CURRENT LIMLITIES J29% 34515
GEDITORS: Amonts falling dun
alter more than oe year:
Loen fram Holding Coamaoryy 20000 20000
Corperation Tax aoy? 55
2607 5295
PANILTORS m,g { TAROLITIRS AND CARCES
Detvrred Tomation 9 €37 653
24784 &3k
CAPTTAL AND RESEIRVES
Called wp share copital 14 50 50
IEre premium aoooant 15 104 1014
Other reserves 15 662 63
Profit end Loss Accourt: 16 10956 85830
13142 10857
JreeG 33045

'mis&ﬂm&mtdnndbemadmwﬁmﬁﬁlmm&nNDMmWQtol&

L The financial statemnts on pages 6 to 18 were spproved by the Board of Directess o
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ARG, RO SYLICATION OF YUNE MR T YEAL ENED (HIMAR 51 1960

1
e pe— e

1 298
000 et
U OF FLNS
Profit en ordinary octivitien before tmation e Haith
Itero rob fovelving the moverent of funds:
Bepreciation 145 ™0
Loes en disgocal of tangible fived asoetn & &3
Fuks generated from cperations 100 RIS
Praceeds fron disposals of tangible fixed ocoeta g &0
Totnl souwrce of finde 1354 9356
APPLICATION OF FUNS
Archase of goodwill a3t { 10)
Purchase of tangible fixed sssets 247 oe7
Taxation paid 3065 X%
Dividends paid EG X7
Total spplication of funds 11193 6880
NET SOHCE OF FONDS 276L X8
TNOREASE TN WOIKING CAPTTAL
Increase in stocks (1988 - Decrease) 616 ( 320)
Ircresse in amonts due from Gooup Conpandes 191 22
Decrense in amounts de from Related Camanies { o8 { s ]
Increase in other debtors a4 1002
Increase in investments (19688 -~ Decrease) a3 { <=0
Incresse in arants owed to Group Compendes (1968 ~ Decrense){ 4756) 2297
Increasse in other credibors { 1397 { 1771)
s £) 4]
TNCREASE TN LIQUID FURDS
Treresse in cesh balarees (1988 — Decresse) m3 { =)
Increase in overdraft ( a) { 199)
89 ( 4x0)
761 a8
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1. JOOONTING KILICTES

n)

b)

c)

d}

e)

|

g)

Roisis of Accanting
Thae tirvrclal stataentn are prepored on the hicstorioadl cost hamis of
accounting, modified to include the revaluarion of coriain fixed aasets,

Fixed Aoels

Trrigible fixed acsets are stated at oost or valuation 08 chown in tote 10
od are depreciated over their estirmated econode liven by equal aoual
irstalments,  Fredwld buildings and long leaseholds are degrecioted at 3%
per arum, short lemseholds over the pestod of their leases, oolor
vehicles at 296 per srrum nd other plint ad eqipmat at oppropriate
rates between T d S84 per anrum.

Coodwill
The coat of goodwill purchsed is deducted from reserves in the year of
acouisition,

Stocks and Work-in-Propresa

Stocks and Work-in-Frogress are valued at the lower of cost axd net
realisable valua, Cost campriscs all costs related to productim processes
vhich are, in the main, carried out by third parties.

Detorred Tvcatdon

The Company provides deferred tmxation at the expected epplicshle rates,
to teke accant of timing differerces bebween the freatmmt of certzzin
items for acconts puposes and their treatment for twation purpeses,
except to the extent iU is, in the opinion of the Directors, reasonabile to
assane that the timing differences will not reverse in the future 50 &8
crystallise a tax liebility. The major timing differences ad the amants
irvolved auve set out in Note 9.

Overnesss Currencien

hesets and lisbilitdes in overseas currencies are transglated into sterling
at' the rates ruling at the Balence Sheet date, but where curmincy balances
are covered by forvard foreign exchange oconirects, provision is made in
the Profit and Loes Account to restate these balances in the Balmnee St
at U oopropeiate forvard rate. Profits and lesses erising on
tresslation axd on remittances durirg the year have bem included in
profit before tmwatim.

Turnover
Nonover represents the net amount receiveble for poods axd services
excluding Value Added Tex.

< ¥ e O
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witten off o they are fcegred, The Sonciad orlignteas ader sxh

lecces are et out in Hote 15,

1} Pemtons Accoxting

With the adoptin ef the Staterent of Otndyd Acoaunting Fractioe o
peoounting for Pernfon Costs, the epocted aot of the Corpiny®s dufined
benefit persion schone io chargad to the Profit end Loen Accowd in aver
to epportion the coet of panios over the cervice ldves of arployoes in
the soheme.  Varlatiao from expected orst erising frun a significnt
reduction in the mrber of erployees are adjusted in the Profit and Loss
account: to the extent that the expected pormion cost, rodaoed by other
varfationz exceeds ontributions payable for that year, GOther variations
{from cost are apportioned over the expeated service lives of cuarent
amployees in the scheme,

j) Fixed Mesct Irvestmonts
Fixed Asset irvestments are shown in the Balarce Steet at cost less sy
provision. (see Note 25).

o 19w
o
°. CEOGHNIHICAL ANALYSIS OF TURNVER
W 3738 R SYpt ]
torth America 3645 2967
Central and Scuth Amerdca 336 2844
Burepe 14431 13479
Arica {ircluding Arab World) 9919 &0
fain 576 01
Australesia 1762 1519
77473 69099 E
3. ONER NET (PERATING EXPENSES
Distribution costs 5378 4190
Adminigtration, marketing and othar exponses 22516 24041
27394 28281
Other operating income { 2590) { 2294}

25314 =7

[ — P —

Included within other operating income is £163,000 for Inter Grap licence fees
and £72,000 for Inter Group consuitoncy fees.
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INESTHNT THOOME,
Mter intepeat receivahle

TRIENEST PAYNELE

Loars repayable within five years not by inctalment:

Bark overdraft
Othor Intersst payable

FOFIT (N CROINARY ACTIVITIES BEFORE TAXATION
After charging: )
Depreciation of Tixed assets
Axditors' remmeration (including exponses)

Cperating lease rentals — equiptent
- other

EMMIMENTS (' DIRECTORS

Feen

Other emlumonts

Campensation for loss of office

Moalysis of Direcbons! remneration (exclusive of condributios

to pension funds):
(hainmen and highest paid Divector

Other Directors:
 to £ %00
€ A0000, to £ 43000
£ 45001 to £ 50000
£ 500M to £ 55000
£ B5001 o & 80000
£ 80001 to £ 65000
£ 50 to £ 0
£ 0L to £ 75000
£ 7500 to £ 80000
100001 to £1050X00

wila
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178 e
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20 5

1432 1010

145 13
Yo ) 1
88 810
8 719
10 -
9654 719
109 96
Neber MNurbor
2 1
1 -
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- 1
2 3
2 2
1 -
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T mrbey of soere aployeen of the Sy, oer Gin TIEETTIT, W
! r

recdivod remeTotln 0 ouesn of 0000 lecbhmuve of CRITInTiG W

pveiads furky ) wane

Ruhee  Ruder

£XX01 to 350G 3 35
£3001 1o SA00 3 3
L0010 £45000 A i
£45000 to £9UX00 2 o
£5000) o $5A000 2 -
3 =

The trerage weekly mrber of persena (inciuding Dlrectarg) aployed by the Gorpay
during tha year and their agpregate remnmerticn for the yexr wams

1960 piiat]
Meheis Nrboer
Publishing 20 276
Distribution b2 116
Selling end adninistratien 634 601
131 1187 ‘
P o § kit w3
1965 is8
OO0 X0
W s and saleries 14060 1302
T seowrity costs 1294 mos
Lo peralon costs 11 413
1547 15420
Q. TAXATICN
1) Teoation on profit of the year:
Coporatitn e Wsdd th a sule of 358 {1555 - 530 5D EcYs
Douwble taxatden relief ( 108) ( 102)
4097 356G
K deforred tiation {( 9 105
Overseas taxation 108 102
4196 303
Taxatdes adjusbrents redating to previous year:
Corperation tax 2 { 368)
Deerred taxation { 2 b
4106 ilad
her a3 et i
10
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2
i Defopmedsd boetione
T 0N potetiol Mokalaty e &efored taetin
ar Jetvrber S oa s £
Cop el ok manres 557
P-4

13m
L)

3

a——

I ooy e with the somurting policy set out in Dose Nel, te

s Al potential Tokility s hoen provided in £l

8.  FIOD ASETS: TROGIHE ASETS

Hlant Fixtros
& Noton &
Prepertios  Vohicles Filtirym Tial
20 00 T
Cost o Valm,_tim:
At Joury 110 P43 4] A168 6397 1974
Additiens at cost 202 ne2 ™ 37
fsoetn troncferred to Group Co's - - { 10 { 1»n
Disposals at oot - { 73) (s f 13}
Asoat Reclacoificakions - 104 ( 104) -
Ak Decerber 31 1989 &3n i3 2 3 €483 37660
At Directors valvation 1976 1062 - - nee
At cost 5299 S 555 s
631 405 (2] 17660
Deprociation:
A% Joruary 1 1989 1064 1333 3 8356
Provided in acoonts 96 s B840 1432
Assets troraferred to Gran Co'a - - {8 TS
Eximinated in respect of disposals - { 39) { s%) { B55)
foset Roclossifications - 73 {( 73 -
At Decerter 31 1969 130 1643 047 00
Net bods vaiuea:
At Decerber 31 190 5251 X2 3437 N7
oo e — ' ey —
At Deoeyber 31 1383 065 Pl ] 5 A36L
e — e ] e r—
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e net books value of the 24t Ly dlciley y sulovell

190 19

X0

Frochcld Ay

Long leasehold 268

Short lecsahnld &H

o

} o §

11. SIGS

Poper and other ruw materials 238 it 2]
Work in progress 423 3z
Books and other finished stocts 15613 1%00
Other glocls 13 (PA )
23 19295
f-somtubarerasees. | avmaeromemm

The replacement coets of these stocks is es dmated o being
opproximately £1,800,000 greater than the amonts stated ahove.

2. Ennrs
Amants falling due within ae year:
Trade debtors 21435 13162
Arants osed by Group Conpandes 787 o i)
foonts owed by Related Campanies 706 835
Other debtors 84 830
Prepayments and accrued ncame €83 1uzs
7 563
fmonts falling due after more then ene year;
Prepayments S0L a3
Other debtors 34 675
L1635 1503
R 2 N m :{)195
. | f e 4
v -14~
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i B T =
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139 18
00 ptst
13,  CRDITOS
fronts 1alling due within me year:

Banke overdraflt 3767 PN
Tracks « ceditors e pY st

Aoants owed o Coop Copanies (Incluxding proposed
firal dividend) LA TR
Corporation tax 2294 RN
Other tavntion and secial seaurity payeble 45 X
Other creditors 11640 3N3
fecrnls ond deferred income 123 12628
3414 R

14, CALLED UP SIARE CAPTIAL
Authorised, isswed and fully paid £00,000 50 500
Ordinary Shares at €1 each

15,  SHARE PIEMOM AOOURIT AND OTHER HESERVWES
Share premiun acoont: E
At January L ard Decenber 31 014 ina

Copital reserves:

AL Jamary 1 633 724
fer to Profit end loss Acoount { 31 { 3)
At December 31 652 2]

16. PROFIT MDD LOSS ACCOUNT

At January 1 8680 05
Goodwil) wrdtten off { 831) 10
Trensfer firom copital reserves 3 3
Retained profit for the year 006 %74
At Decomber 31 10966 550

17,  CAPTTAL QOMMETMENIS
Comitments for cgpitnl expenditure at Docerber 31 1989 amownted to £162,000 (1688 -
£58,000). Experditure suthorised, but not contracted for at that date was £2,1768,000

(1883 ~ Ni1).
=] B
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18,  (XYRATIHD LEACES
Cperating lamse centals poyable in the next twelve maths are:

Bulldingps L
194 190 150 198
ioss) X0 £ 000
Expiry of comdtmentz from Balarce
Swet date:
Within ae year &0 ~- A L
e 1o two years a3 £0 2 X
Two o five years - - 1 by .
Af'ter five years 615 8)1 - 1 '
912 761 %! a7
== Jaimbpton § =3 =3

19, CONTINGENT LYABILUTTES
Bak end other puarantees and indomities nt December 31 1S9 amanted to
£2,306,165 (1988 - £972,581) in respect of third parties ond the Conpany hes
also given a guarentee in rospect of bak overdrafts of certain subgidiories
totalling nil (1968 - {6,666). Losses arising on outstonding forward exchorge
contrects if translated at year end rate would be £196,250 (1988 - £153,738).

The Pearsen Growp, in commn with moy other grogps of copandes, has
established cash momegement arronganonts with its  bonkers  which  redace
aggregate interest expense. In this camection, Lungmen Grop R Limited has
given an undertaking to Matjonal Westminster Bonk FIC in respect of sum owing
by fellow subsidiaries of Pearson PIC inchuded in these banking armugsrents.
The liability which could ersue from this wdertaking is limited to the amnt
gtendirg to U ot OF specifind woonts oF “ongren Growp 1K Limited with
Natiomal Westminater Bak PLC.

20, DERENIUE STOOXS OF TEARSON AL
The Copary together with cortaln other subsidiardes of Pearson PG has
guaronteed interest ot and repayment of £30,936,000 puarenteed uvoaared low
stock of Pearson KL,

2. QUAST LOANS
o quasi loars were mude to eny Director duing the year.
|
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23,

24,
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PRIEGICH COMMIENTS

The compary i0 o nerber of The Puroon Grogp Neton Blan, such i 5 fundsd
defined  benefit coherm,  detatln of which, raluding particass of the
potuarial vakuation, can be found in the Repors and Acounts of Peamon B £
the year ended Docerber 33 7990, The Copany'sc pasin ochae wis feread WD
one Pearnin Grop plan, topether with ather grosn schores, on Npact 1 VED, me
part of that merper all copay cantribstios were oepanded for the tine
being,

The paraion costs relating to The Pearsen Crowp Pasion Flan are arsessed in
acoordance with the advice of a qualified octuary from The Waott Copay (LK)
Limi ted.

The latest ectuarial assesoment of the Plan wos gt Aspst 1 19653, In 1980 e
expected persions ot charped 10 the Profit omd Loss Accout e been
eliminated o3 a result of certaln valwatia: curpluses «hich are being spread
over the expected ramaining service lives of current aployees in the schar
topetter with part of the valwation surplus resultirg fram a significant
reduoction in grop enployees since previos valuations,

In previos ycars the Profit ad loss Accont ws daped with the
cntritutions payeble by the corpany to the scheme,  The change in acoounting
policy in 1989 follows the adoption of the Statement of Stardard Atcounting
Practice cn Axonting for Persion Costs,

ULTIMATE HOLDING COMPANY

The Campany's ultimate holding comay is Pearso PIC, a capoy incorporated
in Great Britain.

SUBSIDIARY COMPANIES
The Compery holds 100% of the 80836 Ordinary Shares of 1p, each in lopotron
Limtted, o comy neorporatsd in Bglad. I8 1085 {00 e cight mnth period

to Decarbor 31 199 was £141,000.

The Campay holds 100% of the 'B' shares of £1 in Logmen Grogp {Overseas
Holdings) Limited, a comeny incorporated in Bngland.

Grop accounts are rob submitied as the Capany s itself a wolly owed
subsidiary of mrother body corporate incorporated in Great Britain. In the
opinicn of the Directors the wvalue of the Coapay's interests in its
sdpidiaries is not less thenm the omont at which they are stated in the
Balnrce Sheet, -
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